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Preface

This paper summarizes the conclusions frcm literature on Japan,
England, end France regarding the nature of agriculture's contribution
in the growth processes of these countries. The examination of the
literature was prompted by intcrest in the relationship between trans-
fers from the agricultural sector and the effect of such transfers on
agricultural development.

The paper does not attempt an original analysis of the evidence
but only surveys a restricted literature. Richard Shortlidge's
coments on the earlier draft have greatly improved the section on

England.

Uma J. Lele

June 2, 1970
Ithaca, New York
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Agriculturcl Roscurce Tronsfers end Asricultural Development:
A Brief Revicu of Expericnce in Jupen, Englarnd and France

By
Uma J. Lele
-« .

Introduction

Increase in egricultural productivity facilitates performance of
several useful functions in the growth process. First, it may finence
industrial investment. This may be through low prices of wage goods
or through increased savings or both. Savings from the agricultural
scctor may finance investment directly through a cepital market or
indirectly through fiscal means. Increase in agricultural productivity
elso relcases labour for industrial development, Further it may either
releace foreign exchange through displacement of imports of fcod end
agriculturel raw raterials or rmy supply foreign exchenge directly
through increased exports, In either case, it willk focilitatc import
of capital gecods. Finally, development of the agricultural sector may
provide markets for industriel gcods. Froductivity increases scrve
any or ell of these rfunctions. The extent of wiiich they servc uny cne
of these functicns neturally affects the extent to vhich they can serve
the remaining functions.

Trhe nature and ﬁagnitudc of the intersectoral {ransfers of physicol
and fironciel resources durinz the process of economic growth have drawn
considerable attention in the Jiterature., WV, Arthur Lewis, Jorgenson
‘and Ronis and Fei brought egriculture's contribution to the forefront
by placing it in systematic growth models, whilc Johnston andelicllor
specifically pointed out thce various importent functions that egricul-

turc may perforw in the process of cconcaic develepment (21,18,9,2k,16).



Considerable empirical work exists on natwre of agriculture's contribution
to Japanes economic growth. T, H. Lée provides quantitative estimates

for Taiwan vhile Dar's work attempts to esiimate the scctoral terms of
trade for India (20,26).

Although there is agreement as to the contribution that agriculture
cen make to economic develorzent, considerable debate has occurred as to
the optimum timing end manner of such intersecto?al flows. Both of
these factors will determine whether agriculture's contribution can be
maximized by sustoining increases in proluctivity., It is argued thet
heavy dewands on a static agriculture may retard or even errest growth
of the agricultural sector itself,

It is therefore of considerable interest to exsmine how increases
in agriculture's productivity came abcut in the countries that have
industrialized in the past. Je will examine two successful cases of
econoric develcpment 2nd o pertially successful one. Japan and England
are corsidered as the tuo successful ceses, Frence is considercd as a
Fartially successful cese. The purposc is to investigete if there
existed a close relationship betwueen cepital transfers from the agri-
cultural sector and increeses in ogricultwal productivity. It is
hypothesized that hich capitel transfers oy very well have resulted
in productivity increases in the successful cases of developnment.,
Although there is considerable dicazrecment as to the precise pagni-
tude of the contribution of agriculturc to Japancse econonic growth,
it is gencrally agiced that considerable cepital was trensferred froin -
agricultwre thioush fiscul ieans. In England vesource transfers were
broucht about malnly through unfaverable tcrﬁs of trade for ihe agri-

cullure which zecelerated rationnlization of the cector. The agricultural
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sector was thus a scurcc of chcap food for cxpanding population as well
as of Jabour for the rapidly expanding industrial secter. In France no
considerable redistribution of inccoe took place. We will provide
evidence to show tac effect of va;ious {ypcs of transfers on agricul-

tural productivity in Japan, England and France.

Agriculture in Japanese Economic Development

The case of Japan is widely cited as an example of the balanced
growth development. Terms of trade between agriculture and industry
remained remarkably stable during the period of the structwral trons-
formation of the Japancse economy (22,8,49). Capital was transferred
from agriculture to induséry rostly through heavy taxation of the agri-
cultural sector, Agriculture constituted a najor source of tax revenue
in Jepan. Even after the Land Tax Refora, tax burden cn agricultwre
renained relatively severe. Land tax vas n fixed proportion of the
frozen velue of lend, to be peid in coney.;/ Agriculture alone con-
tributed es much as 85 percent of the totel tax revenue in 1888-18c2
(22). 1Income tax was nonexistant until 1687 vhen it was introduced
only at a low flot rate of 3 percent. Corporate tax came cnly in 1856
and vwas almost negligible. Inheritonce and rcal estate taxes were
corpletely sbzent bcfbrc 1609,

The heecvy burden of taxaticn resulted in a reorganization of the

agricultural sector in tuo ways. 1) A lorge number of small lendoimers

]
l/Tsuru sugnestis that at the time of the Land Reform (i.e. in 1873)
the formula wag tucrked out in such a way thnt 34U percent of the
grocs preduct vould go into goversment as lou (see 29, p. 1L5).
Johnsion states that dn ihe inilisl yes:r of tax reform, taxes repre-
sented 25 percent of the normal crop value (scc 195, p. 502).



were forced to sell their uneconomic units of land. Unlike the large
landlord, the small farmer was not in a position to choose the time of
tax payment and was forced to dump large amounts of produce on a market
over which the large farmer had considerable control «++"'The only
alternative might well be to €0 into debt and since the only credit
avallable, short term and high rate, was offered by the same lsndlord
in his rale of usurer, the end result was clear" (23, p.L4S). Land
8sale resulted in incrcased number of tenants and an increased number
of those seeking employment in the newly ererging factories.g/ Tenancy
cultivation increased from 31.1 percent of the total cultivated land in
1873 to 40 percent in 188? and 45,5 percent in 1915 (15). Since s=all
cultivators were under pressure to sell their land, large landowners
reaped the harvest of increases in productivity and rising prices of
rice towards the end of the century, Thus the fiscal policy, over the
pericd of structural transforration as a vhole, vas designed to tax
srall peasants heavily with a relatively lighter burden on the large
landowners. 2) Heavy taxation resultcd in increesed productivity on
the farms of those who reiained in ogriculture, As land tax was a
proportion of the frozen value of land to “c paid in money, the tax
turden could be reduced by increasing preductivity c¢f land cr by on
increage in the price of the produce or both., The increase in the
price of rice did bring atout a reduction in the tax burden in 1870's .

and 1880's, However, a major relief was brought about through incrcases

g/Elimination of inefficient former through heavy taxation in Japan is
generally recopnized by all the students of Japanese ccononic
developiient. Sece (22,29),



in production that were much larger than cost 1ncrcascs.3/ Prcduc-
tivity increased by 63 percent fronm 1878 to 1932 (23, p. Lbl).
Increases in productivity were & result ol odoption of a wide varicty
of techniques such as crop rotation, drainage focilities, improved
seeds and fertilizers, The new technique emphasized intensive methods
of cultivation. "...the innovations were ncarly all land saving ...
the nature of the innovations was such that they could be applied
effectively even on small farms ... the capital outley required to
bring about these advances was small relative to the increase in the
output attained" (15, p. 500).

In Japan, income vwas redistributed not only frcm egriculture to
industry but even within the agricultural sector from tenent culti-
vators to landlords. One-third of the produce was paid to the lend-
lord after the tax reforw of 1873 (25, p. 145). The practice of rent
payments in kind continued for at lcast a generaticon after the Tax
Reform. Rent payment vwas linked to the level of current production.
The rise in the price of rice during the 1870's and 1880's tenefited
the terent cuch less than it tenefited the lendlord as the landlord
received ¢ rising absolute quantity of producticn due to increase in
ylelds, It is argued that even the relative shere of rents increascd
from 1878 until the 18¢0's and hence thc.marainal gains of the carly
period went primarily to the landlord (22, p.S53).

thile the relaticn between capital transfers and incrcases in

agricultural productivity seems to have bLeen sisnlricant, two other

§/Sec production - Cost index of Tobata & Ohkava (22, p. 59).



irportant elcrments olso contributed to the conterporary Japanese agri-
culture. First, improved techniques of production were readily avail-
able when they were also most dgfircd. It is a rmatter of conjecture
as to whether production would have increased so significently in
Japan had there not been the techniques available to exploit the
pressure to rationalize egriculture, Second, the Japancse 1-.dlord
played a crucial role in bringing about increcases in agricultural
productivity.

The Japanese landlord of the Meiji cra, wos of a progressive
outlook and devoted himself to the fuprovement of farm practices., '"He
«++ promoted cocieties for the discuseion of agricultural techniques,
introduced vinter drainrage and helped scponser the growth of superior

rice strains” (23, p. Li7).

Agricultrusl end Industrial Revolution in Englend

There is much iess concensus either on the nature or the megnitude
of agriculture's contribution to econcmic growth in England. This is
iainly due to the paucity ot stetistical dota. But it is also due vto
the lack of integraticn of factor and product corkets and to sore
extent due to the fact that the agricultural revolution preceded the
industrial revolutioﬁ. Thus develop.aant of the acricultwr2l sector
did not takec placc vis-a-vis the industrial sector in Ergland as in
Jupsn. llevertheless, uavailable evidence provides sowe intercsting
insights into tlie nature of agriculturc's contribution to Enzlish
econcmic grouth and its effect on egricultural productivity. *

For the study of English agriculture, we wlll dcal with the period

betucen 17/C0 and 1850, the period of the agricultural revolution and



that irmediately preceeding it. Most of the major improvements in
English agrirultural practices tock place during this period., After
1850, Crglish agriculture lost ita leadership in modernization of
agriculture. Both in terms of supply and demand, it was influenced by
the rest of Evrcpean and American agriculture, which began to assert a
leadership., The highly urbanized and industrislized English population
had become dependent on imported foods and the agricultural sector had
adjusted its domestic supply pattern to the production of commodities
in which it hed a comparative advantage. The first half of the eight-
eenth century prepared the stage for the agricultural revolution thrcugh
major improvements in the techniques of preduction.

During the period 17C0 to 1850, redistribution of incoze came
about intermittantly through unfavorable terms of trade for sgriculture,
Prices of agricultural ccrmodities remained depressed in most of the
period from 1680 to 1750.3/ Terms of trade improved in favor of agri-
culture in the second half of the eihtcenth century and continued to
favor agriculturc until 1815 -- after which they were continuously on

the decline +i111 1845,

]

3 . ;

—/Stntisticol evidence cn roverent of acvicultural products es a whole
15 at best frazceniery. Doales for apviculiuvrael corzodities,
particulorly seain, were not ucll inteprcied dwing rmest of the 17th

and JCh ceninan, prionsoih Tne o fnocdeousey coows of tvrnovory, ol
comninications ond due Lo the resiun: )l wariaticn in cliunee. Cense-
quently thepe uere sericnnl divergences in the price moveients of
individend cooorolilen,  Houover, consideoabhie rescenvch dene by Lhe
British hlszteriong emrblcs one te say ket prices of agricultural

commedi ties prevailed lew during the first half of the 18th century.
See tables 1 ond 2, For further diccusuiion of price roverments sce
(13, pp. 125-195).



In the first half of the eighteenth centwry prices of both grain
and animal products ruled low rmainly because of the lengthy run of good
Scasons. Agricultural prices were particularly depressed betveen 1720-
1750, Output had also increased because of the gradual increace in the
area under cultivetion, gradual icprovesents in land use, fodder sup-
plies and rotationn.é/ The increase in the agricultural production
during this period is estimated to have been wuch greater than the
population increase (8)., This caused a fall in the prices of agri-
cultural commodities, The effect of sustained low levels of egricul-
tural prices is interpreted in tvo different woys,

Some English historiens cee an improverent in the standard of
living of the industisel lebour as a result of the depressed agricul-
tuwral prices. "The buoyancy of the domestic market ... provicded a
favorable environment for the introduction of new kinds of goods ...
cheap crockery, Japanned wores, lace, Sheffield plate ... cheap rixed
fabrics ... (It) encoursged merufacturers to be inventive and to dircct
production toward cheapness, as fashion ceased to be precrogative of
the rich" (W, pp. 2L-25),

Quite contrary to this view others ergue that the low agricultwal
pcices had a gencral;y depressing effect on the econcny. They resulted

in low incomes for the cultivators and hrfcctcd investment and rate of

.
3/V0ry little secwnin inrerention s avoilable on averace yields of
crops ol the el nuers nnd wairhits of livestock sent to the
parket. 1h< evidence for a substantiod increase in output is, there-
fore, runtly cirew staniial., istisatesn of increases in production
arc basud en wriclncn eof centoinorary coperts, Doane and Cole esti-
rate a b3 peceant ipcre: e in yreduciion duriv; the 13th century

which 1¢ Yased vy ceplex assw nlions voparding rice in average

Yiclda ol reun s cnttdeve Iopeene of anteal husoandry.  See (8:
. . J

. (’{T"‘l‘\” 'lv‘:".l‘;/‘. Tl Lty s o Lo yeliable catiesten of ke

Shiului e Jovels oo Droauceaen 3o Lhe proicd under considoration.,
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expansion in the econo.y (8). 1In their vieu, if wos only in the second
half of the 18th cen.ury that prospérity of farmer and landlords had a
sticulating effect on the econciy.

Agricultural prices vere generally on the incrcase in-the second
half of the 18th century. A successive run of poor harvests between
1764 and 1775 and again bctween 1795 and 1800 coupled with the Napoleonic
wars in the later period resulted in high prices. The rise in prices
was, however, also caused by such real factors as increase in the growth
of population, and increased derand for wheaten bread, meat and dairy
products; a carry-over from the improved staniard of living ¢hat the
masses had grown accustormed to in the carlier period. Export surplus
of Englend was frejucatly rcplaced by inperts in this pericd. Imports
began to play an uportant role in the dcrestic food 8upp1y.§/ crices
declined after 1815 mainly as a result of improved seasons but also as
a result of end of Napoleonic wars which reduced demand considerably.

The pericds of low agricultural prices (1680 to 1750 particulerly
1730 to 1750 and 1815 to 18U5) uerc acccrmpanied by considerable improve-
ments in the acriculuwal vractices. Jobm argucs that once declining
trend in prices uas initiated by considerable slowing down of the
yopulation grouth anq reletive inercase in the production in the egr.y
18th ccntury it had a significant influence on the egricultural techniques

"... pricc movements contined with the totickiness' of costs inevitably

Q/Imports of wheat “increased from 500,000 quarters in 1767 to 1,491,000 ~
qts. in 1810. Tmports of rcat alone totaled 2.1 million at the end
of Lthe 18th centwy. Irperts of corn totaled 2,6 million in that
periocd (5, p. 260) -
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Table 1:; Crzin Exverts frem v 1-rnd (John, p. 152)

Yheat " Malt und Rye Total
Barley

(1411240n Querters)

1700 - 09 1.04 1.28 0.49 2.82
1710 - 19 1.05 2.31 0.32 3.68
1720 - 29 1.12 2.85 0.25 L,22
1730 -39 2.96 2.21 0.16 5.3k
1940 - U9 2.89 3.0k 0.67 6.60
1790 - 59 3.26 2.87 0.k2 6.55
17€0 - €9 1.95 1.59 0.18 3.73

Table 2: vheat, Decennial Averapme Prices (Per Quarters)

1660-9 1670-9 16£0-9 1690-9 1700-9 1710-9 1720-9 1730-9 1740-9

8 d S d S d B d 8 d s d 8 d s d 8 d
Eten, 4% 1 L4310 310 4 8 3 9 L3 6 3T 2 31 7 311

Excter LO10 38 5 31 9 L1 3% 0 3wl 35 7 30 1 291

A. H. John, "The Cowrse of Agricultural Change 1660 - 1760" in the Studics

tn the Tncuetrial Revolut<on, ed. L. S, Presuall, University of London, 1560,

p. 137.
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forced adjustments in the practice of husbandry end in the organizetion
of land, where thesc were possible., And it scems likely that the
pressurce was the more powerful because of the downward trend in prices."”
(13, pp. 145-146) Multiple crops-raised in rotation system had major
effect on income in this period. Of Norfolk, it was said in 1753, "ac
novel methods of doing business seldem become universal in scall tioe,
it has been 50 years since this husbandry has been introduced, but in
the last 20 years, the effects have increased so greatly, that it is
truly uonderful."Z/ In this period subsidisry production of meat and
dairy products wac introduced to support farming income. Cultivation
of a single crop such as vheat was replaced by raising of two crops,
turnips and barley. Clay'soils were converted to grasslands and grass-
lands to erables. This resulted in increased .and under cultivaticn
and increased yields on ncw soils,

S5ipilar improvements in techniques of production seems to have
taken place in the later period of low agricultural prices (1815-1845).
"Farmers who were unvilling to take advantage of irmproved techniques
found thcmsélvcs in dirficulties. Tnis was particularly true cf fermers
on heavy clay coils, Farmers in these arcas wvere found outclnséed and
undersold by farmers in arees of mixed farming, light soils... What -
was accorplizhed ---.uas a large scale.conversion of clay soils to
posturc, a heavy investment in droinage... At the seme time, the

development of the fami wachinery -- a technological revolution, in '

Z/As quoted from Fllis, The Modern Hu-bandmun, March 1753, pp. 76-717.
(13, p. 147).
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fact --- the growing impact of the agricultwal sciences ... were pre-
paring the way for the final phase of the Agricultural Revolution, ..."
(5, p. 207)

Another consequence of the lowv agricultural prices was the
elimination of the weaker scall owners. The number of such small
farmers had declined considerably in the first half of the 18th
century (5, p. 207). With the growing agricultural prosperity in the
second half of the 18th century, their decline had been checked.
Chambers and ldingay contend that the number of small farmers may well
have incre: ied in this period (5, pp. 131-132), With the decline in
prices in the first half of the 19th century, however, their debts could
not be repaid as profits fell. Many srmoll ouners, therefore, vere under
pressure to sell their holdings. It is estimate? that the area occupied
by smell owners declined from 20 percent to 12 percent from the end of
the 18th to the end of the 19th century (5).

In the second half of the 18th century when agricultural prices
were increasing, the emphesis was on increase in the land under culti-
vation rather than on i:proving cfficiency in farming. Enclosure move-
ment, vhich was mainly responsible for extension of land under culti-
vation, was concentrated hicavily in the perieds of 1760's to 1770's
and in the Kapolconic wax ycars betueen 1763 end 1815, The cencen-
tration of the cnclesure rmovement in this peried is generally expleined

in terms of low interest rates and the ease with which credit wos avail-

able for enclosing.lend, Chumbers and Hingay, however, indicate that =,
this rrYationship breaks down in the Rapolconic wars., Enclosure pove-
ment continued at a rapid pace in this period despite high cost of

credit.  ..."the level of apgricultursl prices was perhaps a more
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significant influence on enclosure than thc rate of interest, and there
is indeed a:fairly cloce alignment between prices and enclosure through-
out the whole period of parliaccatary enclosure, upswings in prices
being folloued after a short interval by upsvings in enclosure" (5,

P. 8&).9/ Enclosures increased land under cultivation by 1 million
acres in the 20 year period between 1793 and 1815, but by only 200,000
acres in the forty year period between 1815 and 1845 (5, p. 207).

"It 18 often not appreciated how much agricultural developaent
stemmed from the stimulus of low prices, bad seasons and the threat of
bankruptcy...the low price years of the first half of the 18th century
had much in common uith the difficult years after Waterloo: in both
periods there vere reedjustuents in land use, stocking end rotations
to the best advantage of the merkets, and there followed improvements
in the farm buildings and other changes designed to achicve more
efficient farm units. The difference between improvemente in periods
of low prices and those in periods of prosperity was really one of
emphasis. But low and high prices resulted in a search for greater
efficiency; but in the first the erphasis was on greater economy
through reduction of costs; in the sccond it was more concerned with

expansion of the cultivated acreage and higher output"(5, pp. 130-131).

Starnant Apriculturc in Fronce

French economic growth has traditionally been compared with thet

of Britain by hictoriens. ¥France is generally considered as only a

Q/Alco sec Ficure 1, p. 83 vhere uhcat'pricca ore rclated to the
enclosurc bills per annum,
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partially successful case of development in relation to the leading
economics of the 19th century. Ccmparing growth rates of the national
products, French national product increaced at 18.6 per cent per decade
between 1840 and 1910 as against a 56 percent rise in the American
national product (1869 to 1913), 49 percent in Japanese product (1878
to 1912) and 25 percent rise in the British product (1860 to 191k)

(19, p. 13). Due to slover popoulation growth the per capits rate of
growth in France was, however, higher than that in the United Kingdom.
However, comparing levels of per capite income in France with that in
Britein indicates why France is considered as only a partially success-
ful case of develcprent. Per capita income in France wes well below
that of Britain in 1851 as Britein had been developing faster than
France for at least a century and probably longer. Despite a slightly
higher growth rate in French per capita income the dieparities in
absolute levels of incoxe were wider a centwry later in 1951 due to

the earlier lcad to Britoin (19,11).

Statistics of prices and preduction arec relatively ncnexistent for
the 19th century France, Marczewski stotes that terms of trade had
moved in favor of agriculture from 1700 to 1905. It was only since
the beginning of the:20th centwry that the tendency had Leen reversed,
probably because of the slowing down of population incrcase and the
relative saturation of dermand for agriculturel products (12, p. 177).
Betueen 1859 and 1875 an jcmense stizulnus vas given to thg production,
of the two major pfoducns wheat and wine, The increasc in productio; -
was, however, mainly brougi:t about bQJincrcoscd lond under cultivation.

There uns conaiderable incveanc in the praduction of potatoes by 1850,



French sugar output increased from 50,000 metric tons in 1852-53 to
over 500,000 tons in 1892-1893 and cver 1,100,000 tons in 1900-2 (k).
The progress of the French agriculture vas, however, relatively
unsatisfactory given the potential provided by the scientific progress
in agriculture in rest of Europe. 1In 1911-12, the period of cultivation
of 19th century progress, Belgium and Dutch wheat yields vere twice as
high a3 French yields; German yields were a little over onc-and-a~half
times French ylelds. Potatoes Yielded more than twice as much per acre
in Holland as compared to France. Belgium was & little behind Holland.
British yields were over ore-and-a-half times French yields (L), On
the basis of these comparisons, Clapham concluded that "largely no
doubt, oving to the extent and character of her pcasont agriculture,
she (France) is behind her neighbors in erable farming. And it might
be added that excellent as her dairy farming is, it 15 inferior to '
that of Denmark"(k, pp. 177-178).

The failure of French agriculture to reorganize is at least partly
to be explained in terms of the protection provided to agriculture
beginning with late 1870's after e world-vide fall in agriculturel
prices. The resulting high prices of domestic agriculture had
significant cffect on the agricultural sector, It failed to transfer
resources, both labor ;nd cupital frca ilie low productivity (agricultural)
scctor Lo the high productivity (industrial) sector. This affccted
techniques for production within the agricultural sector. There was
no incentive for replacing high cost labor intensive methods of
cultivation with new techniques. Consequently self-sufficiency in food
supply was brought about at the cost of efficicncy of proﬁuction (3,
pp. 328-339).



Concluding Remorks

The expcriqnce of industrialized countries is of considerable
interest due to its implications ;6r policies in presently developing
countries. The evidence suggests that transfers froum the agriculturel
sector through fiscal means, through institutional arrangerents or
through tercs of trade has had e favorable impact both on cost reducing
and output increasing cfficiency in these developed countries. Increased
efficiency is particularly desirable in many developing countries in
tringing about increases in agricultural production as little scope
exists for expanding arces under cultivetion. Taxation of apriculture
threcugh various means ray not necessarily retard development of the
agricultural sector. The pressure for increcased efficiency when
coupled with avail;bility of new technology and inputs may in fact

significantly increase production.
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