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Preface
 

This paper sujuarizes the conclusions frcm literature on Japan, 

England, and France regarding the nature of agriculture's contribution 

in the growth processes of these countries. The examination of the 

literature was prompted by interest 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.
 

Ura J. Lcle 

June 2, 1970
 
Ithaca, New York
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Aoricultural Pzcurcc kra.:zfcrs cnd Agricultural Dvelopmnnt: 

A Brief Reviev of Experience in Japzn, EnGland and France 

By
 

Uma J. Lele 
0.
 

Introduction
 

Increase in agricultural productivity facilitates performance of 

several useful functions in the growth process. First, it may finance 

industrial investment. This may be through low prices of wage goods 

or through increased savings or both. Savings from the agricultural 

scetor may finance investment directly through a capital market or 

indirectly through fiscal means. Increase in agricultural productivity 

also releases labour for industrial development. Further it may either 

release foreign exchange through displacement of imports of fRod and
 

agricultural rayi .aterials or ray supply forcign exchange directly 

through increaned exports. In either case, it will-facilitate import 

of capital gcods. Finally, development of the agricultural sector may
 

provide markets for industrial gcods. Productivity increases serve 

any or all of these functions. The extent of which they servc uny cne 

of these functicns naturally affccts the extent to which they can serve
 

the remaining functions.
 

The nature and _Agnitud. of the interscctoral transfers of physical 

and financial resources durin3 the process of economic growth have drawn
 

considerable attcntion in the Jlitcrature. W. Arthur Lewis, Jorgenson 

-and Ranis and Fci brouCht aCriculture's contribution to thc.forefront 

by placing it in systematic growth models, while Johnston and.Mcllor
 

specifically pointcd out the various important functions that agricul­

turc may perform in the process of cconsaic dcvelcpment (21,18,9,241,16). 

I 
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Considerable empirical work exists on nature of agriculture's contribution
 

to Japanes economic growth. T. H. Lee provides quantitative estimates
 

for Taiwan while Dar's uork attempts to estimate the scctoral terms of
 

trade for India (20,26).
 

Although there is agreement as to the contribution that agriculture
 

can make to economic development, considerable debate has occurred as to
 

the optimum timing and manner of such intersectoral flows. Both of
 

these factors will determine whether agriculture's contribution can be
 

maximized by sustair.ning increases in proluctivity. It is argued that
 

heavy demands on a static agriculture my retard or even errest growth
 

of the agricultural sector itself.
 

It is therefore of considerable interest to examine how increases 

in agriculture's productivity came about in the countries that have 

industrialized in the past. de will exaaine two successful cases of 

econo.£ic development and a partially successful one. Japan and England 

are considered as the tiuo successful case:. France is considercd as a 

partially success.ful case. The rurpose is to investigate if there 

existed a close relationship betixen capital trarsfers from the agri­

cultural sector and increases in aGricultur'al productivity. It is 

hypothesized that transfcrs very well have restltedhich capit3l z.-oy 

in productivity inecazes in the successful cases of developncnt. 

Although there in c('nsid-rablc (:i-acrcc'c1t as to the precise r.'agni­

tude of the contribution of ngriculturc to Jop.nese economic growth, 

it is generally aeg'ced thait considcrablc capital wis transferrcd frcw 

atriculturc th'ough fisc l re.ins. In Enrland 'czotrcc transfers were 

brouCht about mainly through unfnvcrnb.lc terms of trade for the agri­

cullure which zcce!rated ration,1i;::,tion of the rector. The a1 ricultur.1 

http:unfnvcrnb.lc
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sector vs thus a source of chcap food for cxpzindinG population as uell 

as of labour for the rapidly expanding industrial sector. In France no 

considerable redistribution of income took place. We will provide 

evidence to show the effect of various types 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 

rcmained remarkably stable during the period of the structural trons­

formation of the Japanese economy (22,8,,49). Capital wns transferred
 

from agriculture to industry rostly through heavy taxation of the agri­

cultural sector. Ariculture corntituted a major source of tax revenue 

in Japan. Even after the Land Tax Reform, tax burden cn agriculture 

remained relatively severe. Land tax ims n fixed proportion of the 

frozen value of land, to be paid in roney. - / Agriculture alone con­

tributed as much an 65 percent of the total tax revenue in 18M-189,2 

(22). income tax v.ir, nonexistant until 1887 vhen it was introduced 

only at a low flat rate of 3 pcrcent. Corporate tax cae only in 1896 

and uw almost negligible. Inheritance and real estate taxes were 

completely ",-zcnt bc'oire 190 . 

The hecy, burden of taxaticn resulted in a reorganization of the 

agricultural sector in tu;o ways. 1) A large number of small landowncrs 

1/Tsuru sujcsts thit it the ti.e of the Land eform (i.e. in '1873) 
the foriaula was .:crked out in such a :ay thnt 3h percent of the
Gross prcduct vould C,o into Covn',-jnt ;rs U:: (ce 25, p. 1.5). 
Johnston :tatc, t!:,t in the iniLi',l y:-, of tx refor-m, tnxes rcpre­
sented 25 pcrcent of thc normrl crop v'luc (sec 15, 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 go into debt and since the only credit 

available, short term and high rate, was offered by the same landlord
 

in his role of usurer, the end result was clear" (23, p.
4I5). Land
 

sale resulted in increased number of tenants and an increased number
 

/
of those seeking employment in the newly ermerginG factories.?, Tenancy
 

cultivation increased from 31.1 percent of the total cultivated land in 

1873 to 4O percent in 1887 and [5.5 percent in 1915 (15). Since s~all 

cultivators Nwere under pressure to sell their land, large landoumers 

reaped the harvest of Increases in productivity and rising prices of
 

rice towards the end of the century. Thus the fiscal policy, over the
 

period of structural transform.ation as a :hole, was designed to tax
 

small peasants heavily with a relatively lirhter burden on the large
 

lando'-,aers. 2) Hea-y ta-ation rc:"ultc- in increesed pro1uetivity on 

the farns of those i,,ho rc.-ainod in agrictulture. As land tax was a 

proportion of the frozen value of land to te paid in money, the tax
 

burdcn could be redu cl by incrcc:.;in- .rcuhctiv'ity cf' land cr by an 

incrence in the price of the produce or both. 
The increase in the
 

price of rice did bring about a reduction in the tax burden in 1870's
 

and 1880's. However, a tajor relief was brought about through increases
 

-IElir~inatlon of inefficient farmer through heavy taxation in Japan is
 
genernlly rccot;nized by all the students of Japanese ccononic
 
devclop;-ent. Sce (?2,?5). 
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in production that were much larger than cost increases.3/ Produc­

tivity increased by 63 percent from 1878 to 1932 (23, p. 441). 

Increases in productivity uere a result o: adoption of a wide variety 

of techniques such as crop rotation, drainage facilities, improved 

seeds and fertilizers. The new technique emphasized intensive methods 

of cultivation. "...the innovations were nearly all land saving ...
 

the nature of the innovations was such that they could be applied 

effectively even on small farms ... the capital outlay required to 

bring about these advances was small relative to the increase in the
 

output attained" (15, p. 500). 

In Japan, income vias redistributed not only from agriculture to 

industry but even vithin the agricultural sector from tenant culti­

vators to landlords. One-third of the produce was paid to the land­

lord after the tax reforw of 1873 (25, p. 145). The practice of rent 

payments in kind continued for at least a generation after the Tax 

Reform. Rent payment vas linked to the level of current production. 

The rise in the price of rice during the 1870's and 1SO's bencfited
 

the tenant m'ach less than it benefited the landlord as the landlord 

received a rising absolute quantity of production due to increase in 

yields. It in argued hat even the relative share of rents increased 

from 1878 until the 18e's and hence the rarGinal gains of the early 

period wcnt primarily to the landlord (22, P.53). 

Mhile the relation beti:een capital transfers and increases in 

agricultural pi'oductivity seems to have been si&nificant, two other 

-/See production - Cost index of Tobat & Ohkaim (22, p. 59). 
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irportant elcments also contributed to the conterporary Japanese agri­

culture. First, improved techniques of production were readily avail­

able when they were also most desired. It is a matter of conjecture
 

as to whether production w;ould have increased so significantly in
 

Japan had there not been the techniques available to exploit the
 

pressure to rationalize agriculturc. Second, the Japanese 3".dlord
 

played a crucial role in bringing about increases in agricultural
 

productivity.
 

The Japanese landlord of the Meiji cra, was of a progressive
 

outlook and devoted himself to the improvement of farm practices. "He
 

promoted cocieties for the discusvion of agricultural techniques, 

introduced inter drainage and helped sponser the grouth of superior 

rice strains" (23, p. 10I7). 

Agricultrusl and Industrial Revolution in England 

There is much less concensus eithcr on the nature or the magnitude 

of agriculture's contribution to cconcntc growth in England. This is 

mainly due to the paucity of stctistical data. But it is also due to 

the lack of integration of factor and product cmrkets and to some 

extent due to the fact that the agricultural revolution preceded the 

induztrial revolution. Th.us devclop.-.tr.t of the agricultural sector 

did not take place vis-a-vis the indurtrial sector in England as in 

Japan. Nevertheless, available evidence provides sa0e interesting 

insiGhts into the nature of agriculture's contribution to Ernlish 

econcmic grouth and its effect on egricultural productivity. * 

For the study of EnGlish ariculture, we vzll deal with the period 

between 1'(O ond 1850, the period of the aCricultural revolution and 
I 
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that izmediately preceeding it. Most of the mjor improvements in 

English agrirultural practices took place during this period. After 

1850, English agriculture lost its leadership in modcrnization of 

agriculture. Both in terms of supply and demand, it was influenced by 

the rest of European and American agriculture, which began to assert a 

leadership. The highly urbanized and industrialized 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 had 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 production.
 

During the period 1700 to 1850, redistribution of income came 

about intermittantly through unfavorable terms of trade for agriculture. 

PricC3 of agricultural ccodities remained depressed in most of the 

-period from 1680 to 1750 Y Terms of trade improved in favor of agri­

culture in the second half of the eii-,htcenth century and continued to 

favor agriculture until 1815 -- after wbich they were continuously on 

the decline till 18145.
 

VStatistic-. cvidOnce cn ro .c.n.tof P-rictilturnl products an a v;hole 
° .s at best fr:.Ce..=,xr. i .... fo .niuux:1 c.odities, 

particuln:' :;3ai, ".c not :cIl incc'z-,L'cd dhrir. :~csL of the 17th 
"n- (t. .; : 0 . s-. . .C :-A 

cc:: .nic:Lc ; ,.::" d:, to t}.. -:'ib.: 1 :2:a.tic: in c:i:.::: L. Ccr.c­
quezitly thw~c~ v:', .,icw Idivcrc..ces ii" the pr. cc novc:cnts of 

.. .. ,. co:.:;i .'b..." r.'. e* ch don0 e b,, thne 
Dri. ,':h.. : " :,-t.......,.... ! :; o::,. to .....,.. 1h".price:; o" acri -,'.ituial
 

coxcrC-litice: p., .... cod 1ic:" during the fir.t half of the 18th ccntury. 
See tables 1 zond 2. i'or ijrther ditcus:,icn of price .over.nts see 
(13p ipp. 125-155). 



In th- first half of the eiGhteenth century prices of both grain
 

and animal products ruled low eainly because of the lengthy run of good
 

seasons. 
 Agricultural prices were particularly depressed bet:een 1730­

1750. 
Output had also increased because of the gradnal increase in the
 

area under cultivation, gradual improvements in land use, fodder sup­

plies and rotations.-/ 
 The increase in the agricultural production
 

during this period is estimated to have been much greater than the
 

population increase (8). 
 This caused a fall in the prices of agri­

cultural commodities. The effect of sustained low levels of agricul­

tural prices is intcrpreted in tv;o different ways.
 

Some English historians see an improvement in the standard of
 

livin'g of the industi'ial labour as a result of the depressed agricul­

tural prices. 
 "The buoyancy of the domestic market 
... provided a
 

favorable envirorment for the introduction of new kinds of goods 
...
 

cheap crockery, japarned vares, lace, Sheffield plate 
... cheap mixed
 

fabrics 
... (It) encouraged ma~nufactur'ers to be inventive and to direct 

production to;ard cheapnezs, as fnshion ceased to be prerogative of 

the rich" (14, pp. 24-25). 

Quite contrary to this viei: others arue that the low agricultu'al 

prices had a generally depresSing effect on the economy. They resulted 

in lou incomes for the cultivators and affected investaient rate ofand 

5/
. Very litte" .cct, ir:' Lion is o,,il'ble on average yields ofcrop:: (:u' th.. th'..'2 r: T'errfcrid ::i,;t:: livecstoc'< snt to thc
rAi'hct. Thzvitlonc for a .uhitan.1tiia" in,:rca:;e in output is, there­fore, ci).¢: ::iia]. i:.ti:t OfJ-;~y c: increa:;c. in prodtiction
are b 
 l o:,(n :i t ,: ci" ce : : .:o:-uy c..w.rts. 'n and Colc efti-Lotc 1.3 ii.cu.: ,:il :-cduc io (rii,1 thc.L3Lh centu--y 
whi. I C; ',,c:h, I , n.'. I; LT), r :- .;-A:, in ri .:c in a Ve r tL-.
pp). ,f. ?,
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In their viev, it was only in the second
expunsion in the econojy (8). 


half of the 18th century that prosperity of farmer and landlords had a
 

stimulating effect on the econcizy.
 

Agricultural prices vere generally on the increase in the second
 

half of the 18th century. A successive run of poor harvests between
 

1764 and 1775 and again between 1795 and 1800 coupled with the Napoleonic
 

The rise in prices
wars in the later period resulted in high prices. 


increase in the growth
as, however, alio caused by such real factors as 

of population, and increased demand for wheaten bread, meat and 
dairy
 

products; a carry-over from the improved stan,lard of living that 
the
 

Export surplus
masses had grown accustomed to in the earlier period. 


period. Importsof England -, s freqtv.tly rplaccd by ir.crts in this 

-/ rricce

began to play an nportant role in the dcmestic food supply.

6


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 particularly 

and to 18115) acccr.panied by considerable improve­
1730 to 1750 1815 vere 


declining
ments in the ;,S.iculLA.:'a iracticcz. John ar(;ucs that once 

trend in prices vas initiated by considerable slowing down of the 

ro%,th and relative increase in the production in the earlypopulation 


18th century it had a significant influence on the agricultural techniques 

inevita:blyimovc:ent,; con~;-Inid vith the 'stic.ino1 of costs 
.pricc 

quarters in 1767 to 1,491,O00-/Imports of -wheat'incrciscd from 500,000 


qts. in 1810. Imports of racat alone totaled 2.1 million at the end
 

of I.e lth c.tu-y. I,:perts of corn totalcd 2.6 r.illion in thit 

period (5, p. 266) 
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Table 1: Grain.,m,... frr .1-r. (John, p. 152) 

rneat HM1tlond Rye Total 

Barley 

(M4illion Quarters) 

2.821700 - 09 1.04 1.28 0.49 

2.31 0.32 3.68
1710 - 19 1.05 


1720 - 29 1.12 2.85 0.25 4.22 

5.34
2.21 o.16
1730 -39 2.96 


6.60
1940 - 49 2.89 3.0 0.67 

6.55
1750 - 59 3.26 2.87 0.42 


1760 - 69 1.95 1.59 O.18 3.73
 

Table 2: Wheat, Decennial Average Prices (Per Quarters)
 

166o-9 1670-9 16-o-9 169o-9 17oo-9 1710-9 1720.9 1730-9 17110-9 

s d s d 3 d s d s d S d a d s d a d 

Eten. 5 1 143 10 34 io 488 34 9 436 37 2 31 7 31 11 

Exetcr LiO0 38 5 31 9 14 10 35 0 34 10 35 7 30 1 29 1-

A. H. John, "The Course of Agricultural Change 1660 - 1760" in the Studies 

in the TnO"'t:1In Re','olut-on, ed. L. S. Pres-?ili, University of London, 3 60, 

p. 137.
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forccd adjustm-cnts in the pr.ctico of husband-y and in the orrnni--Lio: 

of land, where these were possible. And it seems likely that the 

pressure 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, "80 

novel methods of doing business seldom become universal in small time, 

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 wonderful."7/ In this period subsidiary production of meat and 

dairy products was 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 crables. This resulted in increased Land under cultivaticn 

and increased yields on ncw soils. 

Similar improvements in techniques of production seems to have
 

taken place in the later period of low agricultural prices (1815-1895).
 

"Farmers vho were uniillin, to take advantage of improved techniques 

found therselves in difficulties. This uas particularly truc of farmers 

on heavy clay soils. Farmers in these areas were found outclassed and 

undersold by farmers in areas of mixed farming, light soils... What 

,acac:o::l)ic-c --- 1:3s a larlge scale.conversion of clay soils to 

pasturc, a hcay invest.ent in drainage... At the same time, the 

development of the fan3 irachinery -- a technological revolution, in 

2-As quoted from F slJ, The Modern llu-,bandm.n, March 1753, pP. 76-77.
 

(13, p. 147).
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fact --- the growing impact of the agricultural sciences ... were pre­

paring the way for the final phase of the Agricultural Revolution, ... " 

(5, p. 207) 

Another consequence of the low agricultural prices was the 

elimination of the weaker small owners. The number of such small 

farmers had declined con3iderably 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 M4ingay contend that the number of small farmers may well 

have incre. ed 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 small ov:ners, therefore, vere under 

pressure to sell their holdings. It is estimate! that the area occupied 

by small 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 emphasis vas on increase in the land under culti­

vation rather than on i:..p oving, cfficiency in farming. Enclosure rove­

ment, uhich was mainly responsible for extension of land under culti­

vation, was concentrated hcavily in the periods of 1760's to 1770's 

and in the I-ipolconic .:3r ycars bet-:ccn 1793 .nd 1815. The ccnccn­

tr tion of th cle:;tne r:..crcnt in this pcricd is gencrally explained 

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

able for enclosin'.lnd. Chumbers and 11inCay, however, indicate that . 

this rr'.,tionship brenks down in the 11polconic w rs. Enclosure Dove­

ment continued at a rapid pacc in this period dcspite high cost of 

credit. ... "thc level of naricultural prices v: ,.; perhaps a zore 
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significant influence on enclosure than the rate of interest, and there
 

is indeed a-fairly close alignment between prices and enclosure through­

out the "hole period of parlin.-.catry enclosure, upswings in prices
 

being folloued after a short interval by *upsvings in enclosure" (5, 

p. 84).-/ 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 is often not appreciated how much agricultural development
 

atemmed 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 ccmmon vith the difficult years after Waterloo: in both
 

perioda there vere readjustm~cnts in land use, stocking end rotations
 

to the best advantage of the markets, and there folliwed improvements
 

in the farm buildings and other changes designed to achieve more
 

efficient farm units. The difference between improvements in periods
 

of lov prices and those in periods of prosperity was really one of
 

emphasis. But low and hiCj prices resulted in a search for greater
 

efficiency; but in the first the emphasis :as on greater economy
 

through reduction of costs; in the second it was more concerned with
 

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

Stapnant A':iculturc in Fronce 

French economic growth has traditionally been compared with that
 

of Britain by hictorions. France is gencrally considered as*only a
 

8-Alco see Figure 1, p. 83 uhere wheat priccs ore related to the
 
enclosure bills pA-r aumnnu.
 



partially successful case of development in relation to the leading 

economics of the 19th century. Comparing growth rates of the national 

products, French national product increased 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 1914) 

(19, p. 13). Due to slo;er popoulation growth the per capita rate of 

growth in France was, however, higher than that in the United Kingdom. 

However, comparing levels of per capita income in France with that in 

Britain indicates why France is considered as only a partially success­

ful case of develcpment. Per capita income in France was well below 

that of Britain in 1851 as Britain 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 disparities in 

absolute levels of income were wider a century later in 1951 due to 

the earlier lead to Britoin (19,11). 

Statistics of prices and prcductiou aro relatively noncxistcnt for 

the 19th century France. i.arczevski states that terms of trade had 

moved in favor of agriculturc from 1700 to 1905. It was only since 

the beainninfr of the-2Oth century that the tendency hd been reversed, 

probably bccnuce of the slowing down of population increase and the 

relative saturation of dccmand for aricultur'l products (12, p. 177). 

Bets;con 1855 and 1875 an iecn-c jti:u1us vas given to the production. 

of the two jaJor products wheat and wine. The increase in production 

was, however, mainly brouct about byincrcosed land tnder cultivation. 

Viere ims oonnider'aber inrense in the protiction of potatoes by 1850. 
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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 (4). 

The progress of the Irench agriculture was, however, relatively 

unsatisfactory given the potential provided by the scientific progress 

in agriculture in rest of Europe. In 1911-12, the period of cultivation 

of 19th century progress, Belgium and Dutch wheat yields were twice as
 

high a3 French yields; German 
 yields were a little over one-and-a-half 

times French yields. Potatoes yielded more than twice as much per acre 

in Holland as compared to France. Belgium was a little behind Holland. 

British yields vere over one-and-a-half times French yields (h). On 

the basis of these comparisons, Clapham concluded that "largely no
 

doubt, owing 
 to the extent and character of her peasant agriculture, 

she (France) is behind her neighbors in arable farming. And it might 

be added that excellent as her dairy farming is, it is inferior to
 

that of Denrmrk"(4, 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 a world-vide fall in agricultural 

prices. Tha resulting high prices of domcstic agriculture had 

significant effect on the agricultural sector. It failed to transfer 

resources, both labor and cupital from the low productivity (agricultural) 

sector to the high productivity (industrial) sector. This affected 

techniqucs for production within the agricultural sector. There was 

no incentive for replacinff high cost labor intcnsi-ve methods of 

cultivation with new techniques. 
Consequently self-sufficiency in food
 

supply was brought about at the cost of efficiency of production (3, 

pp. 328-339). 



Concluding Remarks 

The experience of industrialized countries is of considerable
 

interest due to its implications for policies in presently developing
 

suggests that transfers from the agriculturalcountries. The evidence 

orsector through fiscal means, through institution3l arrangerents 

through terms of trade has had a favorable impact both on 
cost reducing
 

Increased

and output increasing efficiency in these developed countries. 


efficiency is particularly desirable in many developing countries 
in
 

bringing about increases in agricultural production as little 
scope
 

of ariculture
exists for expanding areas under cultivation. Taxation 

through various means may not neces.arily retard development 
of the
 

The pressure for increased efficiency whcn
agricultural sector. 


and inputs may in fact
coupled with availability of new technoln' 

significantly increase production.
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