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6uh 
of Latin American development has been achIeVed"thro'ugh: ap'r-Oc­
ass Of p ta'tI of a neral' resources and most sgnficaty 

people. Great inequalitlies in' 
resource ownershIp and incme dlitribution,
 

a. Iw level of Iiteracy," ski I s' heal th and socIal development- espe­

aly among the rural: popuatIon,8support this conclus on;. The mass of 

Arura! popl'e of •Ltin;erica' laor and produce goods which they cannitt
 

rietaIn and veryfew Investments are made
"ra 
 e l b-hat.f Thus te. 

paadox of large capitol' clties and -coe€imelcial Centers with a I , 'n" ­
festatlon ofi modernity, wih the mass Ofrpeople d"s'nnected from the
 

e&f~t of 'economic cltlzenihlp.: ~, 7
 

Exploltation of natural 
resources. (Incudliili e)'durin the
p ­

developmental process l's not anu 
 onntp rlince among, dt I!oni. 
 But,
 

unless the fruitsof'this explotation are'uti Ized in.ceatln9-a produc­

tive' potential capable of perpetuatigafia- qategriowth rate ,themre
 
suiting isextremely dIfficult to .6rnm'tagnatio 
 .
 

, Statement.presented to the Subcommittee on International Finance 
of the'House of Representatives'r"Coittee on.Bahwlig a I rrencY;

Washington,. D.C., August 29, 1966. 
 n
 

**Professor of Agricultural Economics and Director of the Land-"
 
Tenure Center Universityof Wlsconsii, Madison,; "
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Economic development 'ati.last li.iearly stages, requires a produc 

tion surplus Inagriculture to feed-the non-farm workers builIrdIng the 

roads., the shops, and the factories. The nature of the devices used to 

siphon off this surplus varies Inaccordance with the:economic and pol it­
oa othis squez.on agrcu~ re cannot continue indef 

icaIultButorgaizatien. fi 

PMltel y,., it "ust soon be accompan ied by off-setting public investments, 

.n the,.US,., thls return-flow of investmentsIincluded publIc sub­

sidles o.r -the.construction.of transportation networks, land grants for 

tI.e:establ Ishment, ofagrlcul tural, col leges, federal financial support, 

aifor i agrcul tural. experiment stations .andextenslor, servicesj, bul1 ding 

systep",of irural, credi;.t Ipstl'tutions.,rdirect payments...for soil conserva­

,jon practcesi, pricesupport. programs, etc. Ali were part, of government 

poIcy.aImed.atachieving increased. agricultural production and helping 

to re-dress the distortions Inthe distribution of Income and opportunity 

which accompany, deyel opment. 
... inL~LatIn,.Amerlca..th s.everseprocess,of public investment and re­

,dress,.has,been ,neglected. Wi th !and and it owerconcentrated in
epolical 


,theh.nds-of rel.ativel f.ew,,peopJe1 thesqueeze onagriculture did not 

affect the resource ,qowners,.r Thqueezewasn the landless, uneducated
 

peasants who, had ittle voice In economic and political affairs. Public 

investments that were made favored the resource owners and not the masses 

of rural-poor. While conditions have changed somewhatithe-above--sketch 

contlnues..tO, character.ze , arge, of rural ati nhe~rlC. it is not 

Ssimple matter to correct the neglect' of severalcenturies. -/he peasants 
i*~ ' 9* ''~Y,'P)A 

are not.stupid and lazy,.-. They a ,e unschooledr, p 

negl ected. 

http:character.ze
http:squez.on


AU9 i-,,J OYu.& ew "rights- thes%:'ias-struured
 
systems offered security .atI-w Ievel of 1:ling' to the vast majrit­

6of peop'e4 in years past... t as 'securitybased not on pbl procedures 

theon sonal judgment Ir"dodvi ..of tIie"'benefacior."' tdn-" 

sions inLatin American.rural sectors are ris ig('gbicause fewer pe""' 

tk'anzmi~erly can bed'pr vidied 'with'thi 
security, and it i ess -assured 

even for those who are tied Inwith this't'raditlohal system. Larger Pop­

uliations, higher rates of' populati on iirease. 'and.a.pi " o""bfo ,'a '

better I fe on the part of these 'inihcreas'ing :0ume.rs 'arenajrr new ondi­

tifor'whih thes'e traditlonal systems have'no adeuafe"osi
 

Without strong rural organizations"pressudri;ng"fo-"change. 'there'Is
 

little incntie a"re-distribution andra wide iing of opportunit'e0
.for 


People' inpower do not, "wlihout good"" ''.a i na h y
,..... d '
 _. . "god eas nllate al~on .whIch" de-nit "
 

prives them of special. privileges. The basic dilemma Isthis:.a"ma or
 

ine ent
program in"hianand'"material 
resources creat'ing"an-opportu­

ityreted syste rduces" the short-run advantage and privilege of 

the favored group, whereas system"blU b'n qua' ty 'nd pri eiem 
b te * I 6"
 4.
appears incons istent with C v Ig,conomic e 1opm.6it.
 

,Under'clrcumstances of great [nequal i.ty and lack of opportunities
 

ra. ,of contract ad .competit on frequently accen­
tuate. the !.nequai ity._,The result Islaissez faire with a vengeance. 

It1.isot surprisii'gjthat mapny of the underprivileged respond to the sug-"
 

gestlon that the root evil 
is capital Ism, frequently equated with forelgn
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Investn nZ:apd monopo~ ,There?;Is nothiy Inherently evi-in foreign In 

vestmspts or., o. pljg stic market structures ,f.porliticaI and ,economic 

re asponsponsive..n
Jnstitut!.opns. exist, to,macerthem n p,,.. ,to.public r.eeds.
 

Butthere, Is no assurance; of.-periformance jn the pubiic interest in the 

absence of1 such .institutioqs.,
 

We.er,r inassuming that.perfprmace Is the same Whenever we use the
 

,same o,rds Indescribing an economic and political system., We continue to
 

be burdened.with .thoserigid 18th century dchotomies whichtend to place 

all .uestlons ,of economl,,,and potlaIorganization In a moral context. 
The gap,between the either-or is so large with no admission of shades of 

g7Rrt,, ~rg ditones 

grey.that one..must be..od and the other bad. But democracy does.mean
 

something.different,In the Latin American context than It does In the U.S.
 

The,isttutlon of.private property does lead to different consequences.
 

And. so on. 

.... institutional. formsand.'systems such as democracy, private property; 

anfree enterpr.ise., and compet,!tlon have consequences far different in 

open, froep, mobile: soc]i!e'y wth, alternatives wildely recognized and avaIl­

able than they do In a closed , class-structured, immobile society with 

alternatives greatly restricted. Performance of these Institutions will
 

vary with -the shades" of variation inthese conditions.
 

Latin Amer'ican legislation and legal codes frequently appear% incon­

sistent wti existing conditions. One I's not too surprised to 'fthd a dis­

the and "Icular at ioncrepancy between the law Ion anoks"its par ,ie 

4t'l 40levelTese dsrepanciies're common'
 

all systems, Is 'surpr~s~~q 'that much 'Fd atls6on 'seems, to-suean
 
and applI'cation at ocal 

It il I i6 -asume" 



equal itarlan society tree trom major coercive elements. Torequatethis 

assumption with the reality leads to misinterpretation of the problems. 

The discrepancies may not even come to the attention of a somewhat Iso­

lated and sheltered urban bureaucracy since feeaback' is rericted by the 

coercive structure of power.* 

Reform of the Ia6d tenure' system may appear to viola e'some b f our 

values with respect' to such institutions as prlv i freedymo6f 

enterprise,. and ompetItIon. Butrforms are not inonsit­

ent with these [ns'titutlons. Quite the contrary, these' institut'ions'do
 

not perform inithe publ.ic interest unti Ither.e .i a'ore widespread dI -

Q no, r

trIbution of power and'opportunity Whi.le my faith does hot' carry me'as 

far as that of Some.large landowners who 'argue that pri'iate property "I's a
 

God-given right the expropriation of which ' to t' 6in'
le.ad 6e6tu 


the family anId indeed cil ization itself, i ,do concr.c in tIhe logl& ,of 
their argument which should lead them to 'u ' I dr dii 

since it obviously cannot perform these important functions if mit 

famIilies are without it. 

* Manifestations Of Inequality are certa nly not'absehtintheU6. 
Oas :.the:-c ivi I+.,r,ghts.,struggles and. demonstrations well Illustrate., The 
best that can be said about the deplorable situation of+ rural";and'urbian 

Lums,;Lna U.S.-Latin American comparison is ,that the proportion of under­
privileged i'n the population Is reversed (25-75 vs 75-25). This permits 
us, but not In good conscience, to treat ours as'a fringe problem. But 

0
In.some Latin American countries where upwards of: 75 percent of the popu­
la~ton+.;ls in this-underprivileged category It. cannot be overlooked as a 
central issue in develooment.
 



Ar1 

interrel at ions 'between the rate of economic development
There are 


(available opportunities) and the land tenure system. Under conditions 

of.rapid(!ndutral. growth with employers searching for laborers,,the 

economlc stateandconditIon.of, agricultural workers would soon Improve-­

they tud.have new..alternatives, greater opportunities for education and 

developmsent,of nw sklls. more bargaining power, etc. The response of
of
1f new, ski ls 

rural: s to their workers"would then have to be quite different 

from what it is.today. This would alter the terms and conditions ofj'ten­

I.urei, But inthe absence of changing economic alternatives., tenure systems
 

are,;haracterized by personal dominance of the landlord over those In In­

ferlor tenure status. Where the alternatives In the labor market are the
 

indetermining the terms of tenure arrangements, personal
'Major.factor 

infl uence of a landlord and a tenant are secondary. 

In view of these Interrelations and the urgent need for Increased 

aconomic growth to meet the demands of rapidly growing populations, some
 

iave proposed a:crash-program of industrialization. pulling people in
 

from ruralareas to the cities where birth rates can more easily:be.
 

relying on the Increased demand for farm products.to provide
ceckeda 

th ientve' for !a re n o fc Into agriculture whi ch ¢Woiold 

serve, to re-orIn ze firmlcoi nto arge, efficiett mechand 
1abor- etenslve units 

.CsIdeable lane for''Iabor ab 'pt I "Isplaced on the'lfact Ithat 

industrial plants are not used to capacity. Adding another sh,,ft to bring
 

But the scale
al I Vlants.to capaclty,operationwould.be.the ,first step. 

http:operationwould.be
http:products.to
http:stateandconditIon.of


"ofiIndustrlalization .nmany of M -theLatinAnericancountriesissuch
,that
 

even running all -exlsting plants at full capaci.ty wOUld not,-, Jkely,.absorb
 

the unnm~ipoyed,(orgroSsly:undereJpioyed) -now lvying in.or orPthe fringes
 

oftiidhe0 argecitiesiv,much A.ess iw thdraw any,. excess-populatiqo',fron-the 4i 

"countryside,,.-Al.though.,the proportlon ,As!decl;inlng, Latin American,rural
 

ipopulations continue,.to grow.,inabsol'ute.numbers.
 

,.It- is; doubtful whether poor Iterate.peasants_ can.-be absorbed suc­
cessful ly.: into -the industrial ,::andcul tural ife.qf the-cities at ;arate,
 

faster-than,;the substantial ;farm-cty-migratipns of recetyears without
 

,creatling insurmountab]e. probein..n the ,urban areas. Jn the.U..., with
 

muchzgreater; urban--nfluences Jn-..the rural :.sectors: over a.Iong per od of
 

•t:lme,.;the' linabil.:ity, to .absorb jnski led labor has resulted !nmajor
 

poverty,,in.-rurat areas and a.:.
pockets,,: o~f,.:r large segmentl,of.unemployables
 

I lving -iiniarge.ci:ty;,
slums.
 

tt(;GUhnar-.Myrdal has, reminded:,us,, that:.!frequent]ly,,I.ndustrali.zation In
 

-;itsiearl.y.;stages actually.displ aces peopIe:,q.Where. industrial lzation:. 
.
 

impli es a;.;rat.ional lzationf more ]abor-intensive methods, the'new,Indus­

tries.wili outcompete.:craft and: tradltionalproduction- and the net,ef.fect 

.on]aboee demand wl -.be negatlyqe.J.Thus .Jndustr-laIlzatIon may,rel ease,, 

more:,,la bor,- thanf i.t,-empIoys. r 

In a Sstem;where,:a Jarge. propprt Ionpf the populatiVon i sepngaged In 
agri.cul,ture, (4O60.percent or-more).a nonprogressive agrilcul-ture can
 

serve as a,,drogag on.economic developnent. It isonl y as ,the •productivi ty.
 

Iniagricul ture,advances that. Industrial expansion can continue. .The,.,,'
 

record ;of-.agricultural .output.hasnot been -al bad over the past ,decade
 

(I954 L965),.A] though ,ther,are,ma ior.exceotions,..wl.th: some countries;:.! 

http:continue,.to
http:capaci.ty


•falI in far. beiInd-. foodd product-ion -,per:capita 'for Latin,Aerica ;os-a whole
 

?remainddm'eore 	 ess tanstan.
 

T e, figeet; however ,do,not .ell-ushow thencoegenerated b
 

thisar ctal,'production has-b"ed istri a gandowne,'s.andc:
 

fai'wdrlers'-, And.' rhe
distributIon~of.Income is a'keyidetemInantlin,'the
 

,:
develOpmenta process.i ,f'Otheone hand Incomes can-be~so"equallydis,t rib.
 
uted that 'all current'prod~iction'1Iscons~imed--no . . ,t
saig semnt


c~nsmdd-	 n sayv Ingsi no..,Investmnt 

nbdvlomint '- Some Inequal tly In'(dIstrlbutOr i0s necessary'and is; o.f 

course;' Inev table. So ong astheVpeople'6receivlng"-the hlgh!;,incomes'At'
 
saver and"convert these- savings "Into productive capTI
tal- through investment,
 

delielopmentcan' take6place. ,iBut'the 'great .Inicome inequalities: in;most'
 

LatIrnMeri en'countries provide nelther thedemiiand stImil Os% that would
 

roc'if-greater 'equallty existed, nor the'supplystmulus: :that..,would,. 

result from investment of the savings by the hIgh "Income recipiehts-.' 

SBritish' econmist," N'o as Kaldor, corcl uded from a Ch Il'ean 

-study',- that I f luxury consumption. coul d: be'reducel to a ,more.,modest propor­

tibn df'the' incOme ,of'property!bWneris the proportion"of'savings in'thel
 

nIaotiohal Iincome could be-c'nslIderabty."raised W,-Ithout':'lowerlng the stahir" 
dard of' ii~ng rdf the mass of the.'populati _'.:'Other: est imates.,shov that 

net Investment in Chl1e woul d have been doubI ed.In 1955: had"thepersonal 
bA'incomes 'bf'the"lOOO0 large ru ral'estate owners 'been Inves'ted. 

'"-Th'e'i mi't:fa'of "imore: prodictive 'agrlculture on generalf economkc de. 
'elbemmeh depde'ndsi n 'great part on',th 'distributiOn of'.this prodiiction 

n .......,s 706-;, r.b. . a,........ , .. ''di 	 •d"c... 
and'the consumpt ion-' vestment'patternsxof the high'-income 'recipients;l 

'bas-&arl cultura1 resources',are 


a:sa'PMIth"uoup wh Icli "coIl ec1 s"nmost 'of the Inome'w I iak I ng mJ or,
 

96lqong t7s"teI: 	 -owned'and,coit rl led!by 

i 



productve nvees tesmul us cgntbe-too reat. UnderMr ese 
-e~~~. n Muur 1t 

clrcumstances extens ion of 'the'domesticmarket requ red :to support '1ndiis­

.r-a66toncAn ot %be real ized.''" Even 'the establ ishment..i f :_1"a oreprodu
c­
ive agri cul ture'wil ' not assure general economic development rates'suf­

fiClently highto'meet the dem'ands of a rap idl ygrowi ng population.'- litk,anmount and k in',ds o'ntns th l: ' " ' ": 

nvestmnts that isIncreased agricultural'p oduc­

tion generates and the Inome distri bution 'patterns 'are ke'eiemeniS' 

IV 

number o"'analysts N6Ve recently reminded Us'ot the 'requIrements"
 

of agricultural development. The formulatIons: differ somewiat, butial'
 

emphasi strategic Importance.of agruiruial research capabl of
 

"
provdidng a c6nstant s6pplyo" Irofip6ta blVe prodtidn-Innovat ins,';tay"'
 

communicat on-betwee-experiment stat lois andfarmers"bring Ing neW kn64­

ledge tofamers and brirgi-ng1 farm problems requirlng"s61 ons back to
 

ahe well organized system for distributing prod.6tio..
researchers, a 
 In­
ptt amers centivpr ad
(seed, fertI izer, etc.),
putsItcfative p ces and seryice 

agencies 0oa acifarm 's I r - ca 
aicsoaifarmers in production and mrke6 In as 'cedIt, 

marketing cooperati ves) etc.
 

S'i well .to be reminded of.these basic"re'uirements. And they are
 
reminders e definehe well known b.ttrategic el'ement n ete
 

velopment of agriculture- Inthe U.S. and other aavance couries. 

Similarly, 'Rostow s " fInatIbnamarket"."con'cept"isda drof'one Othe
 

bascprinciplesenunciated by Adam Smith almost 200 yers ago." rh're s-


IItte.,to arguie with th'ese pot"i'.
 

http:Importance.of
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tt ­

ti~mpeent, these .requirements with In ,the present ins tItut Ional structure 

I h .and ,t euq.eis signilfi cant part? As.:Erven Long once ,sald., -in 

pbsenceen instItutIoni hanges throughut these -societies, 

agiicuj,turat .scence will ,contInue.to.preach Its- to.an empty house. 

,6Yt .foruatonsbeg the:,Important questi~n:; jt.possible
 

,sermons 

s me .attempting to ,qstbl ish cooperatives
 

extens ton,,serv.ces, and supervi sed,red !t.programs. 'But.the resu!.ts khaye
 

been, almost without exception, disappointing: failures, .When the mass iof
 

farers,have :no resources,.no ..secure claims.on -the Income :;from thei r use,
 

n,eclsion-mkingIO -authorlty ,andqo exporiencejqi.col lectiyeac these 

resul.ts, are.not .surprisln U C. . f . Y... .. ,. 

.yttee to price ratios of farm inputs and
 

outputs,.the contention'being that prices received by farmers are low rel­

atlvQ to Input costs. Consequently there is said to be little incentive
 

to adopt new practices to use more fertilizers .etc. While I do not deny
 

the Importance of price incentives, the validity of the argument for higher
 

producer prices is far from clear. There are wide variations, within
 

every Latin American country, in land use, Intensity and farming profit­

ability within any farm size group, all operating under similar cost-price
 

relations. If It Is possible) as it is, to make a reasonably good profit 

jn farmingy.why do not more of the large farms Increase the.ir investments 

to real I1e these profits? One answer might be.that such Investments on a 

jarge scalp throughout a nation's agriculture are viewed as endangering, 

presen ositions of,power. The, greater"technical complexities of modern 

farming, especially Inlivestock production, require better educated work­

ers._ Initially this'means,higher taxes to build schools and train teachers;
 

http:resul.ts
http:resu!.ts
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in the longer run it means managing p labor fore more aware of the eco­

nomic possibilities and likely to insi'st on a larger share of the In­

creased produce., These prospects could be viewed as a threat by present
 

-holders of l and. 

But perhaps of greateir'significance is the fact that,those 'incontrol 

of most of the land resources have alternative Investment possibilities.
 
•. ,- .. .,
With low labor costs and low taxes, even extensive land use can provide
 

substantialearnings from a large farm. 
And it may be much simpler and,
 

more lucrative to Invest In urban real 
estate than to Invest In faming.
 

This raises the basic questlon of whether or not those with the ability,
 

and alternative to invest in urban sectors should do so. at the same time'
 

turning over the rights to land to those Indoviduals without such .abilIy
 

and alternatives but with the willingness to Invest In agriculture even
 

at relatively~low returns. 
It appears Inconsistent with economic develop-"
 

ment to have farm prices sufficiently high to make Investments 
in agri­

culture more attractive than in Industry. 
There Isa contradiction in the
 

requirements for economic development. 
 investments In agriculture must
 

be made and agricultural productivity must increase and at the same time
 

the terms of trade must be keptsomewhat unfavorable to agriculture.
 

It Is almost universally true that monetary returns to Investments,
 

in domestic agriculture are somewhat lower than in other sectors. 
 Conse­

quentl.y., people who are wilflrg to invest 
In agriculture even at.a sl ghtly"
 

lower return than might be possible in other sectors must.get control of'
 

the land resources. With decilsion-making authority over land usis, and.
 

with the fruits of these decisions accruing to those that make them, there 
-

isan Incentive to util ie available labor more effe telv v 
 In thig
 



construction of farm capital--land cl earing, drainage, Irrigation"works,
 

fencing, accumulation of lIvestock inventories, etc,
 

Reasoning from US.: experience without due attention to differences
 

'inprocedures and institutional arrangements n other countries can lead
 

.towide error inprediction. The conventional agricultural policy pres­

riptl'ons"so idely accepted Inthe U.S.--research, extensilon, credit,
 

price supports, cooperatives, etc.--have different consequences when they
 

are Introduced into a system of gross inequality inresource ownership and.
 

Income dtrib eof these measures may simply make present in­
equal.it;ls more pronounced; others become meaningless slogas"incapable 

ofas takings Incatbl 
Of'takngroot n the existing social-cultural setting. Inthose cases 

where' the basic Sytem of property right and the social structure have 

been altered (eg., Mexico, Bolivia, Venezuela). there Is Increasing evi­

dence that-such polcy measures then become strategic Inthe further de­

i.vel opment of agricuIture. 

Underlyyling much of our developmenttheory and planning Is the implicit 

assumption that the energizing force inthe development process isprovided 
primarily by the top echelons of administrators through .the Investment 

.- • ,:.. . • . .', . . , . . , 

plans and projects they direct. However, systems based solely upon author­

ity without en isting the..informed self-interest of the farmer have not 

worked wel f 'Vhere wealth and. power are a monopoly of a small minor ty 

of.rthe popul ation the masses are excluded from all incentives-to improve­

ment. 

Releasing.andfostering'thewcreative human energies of th~i massed, is 

.strateglc to any developmental effort.- Whie exploitive measures can carry 

development. to a certain staqe. eventually itIs the.mass of common men 



.and :women.who must.pprov-ae. tiie energy-' th'emarkets ahd) thecreative dive 
to- keep the process going".But. this requires effective econoc' ndpo-
Iitical citizenship much more,widespread than exists at present Inmuch
 
of rural Latin America.- These are some of the bas'ic issues Underlying
 

reform and, consequently, n.i Idevelopent.c 

stributive reforis appear o &e a s trategic aspet -of'poijci';: or 
development in most Latin eun tres. Of co'urse researchr Inl&the 
biological -'and social sciences required. there'Issufficient evi­is sB 

sreu'ta6 e, 1aI thrrot . ueinV' 6Vzedence that many of the research resuItS ava iIabfe f zbe d 
,and applied, It Is possible that though the krwled"ee. 

and~~~gsatteit's aplid. 'the' n~puts 
are not available. Here again, these Inputs are 'available to 'soie 'and' 
could be available to many large farmers with an Interest in agriculture. 

Ifthere existed an energetic group of entrepreners pressur ng for"them, 

theymight now be more widely available., Concelval c't 't"s ' cking 
for the purchase of these inputs. Yet, when one nte thehigh person'al 
C.nsumption levels among large farmers and the fact that most 'of the"4' 
 .. 

' 

credt allocated to the agricultural sector goes'to the large tarms, but 
not always'for farm Investments, this too becomes" weak argument, It
' 


* . , . . . . .:, ,. , ,' , - v " : ,. • "; :., _:'. , 

may also be that the marketing system isnot well develped. ereg
 
.,4 p'' Her athe large farmer certainly has the advantage of estabIrshing direct'connec,. 

tions with wholesalers, exporters, etc. 

T e is o s 
 some va.lty to all these frequently heard com­
plaints;o.,v In'al.l "cases.,these-deficiencles are.,much'more restrrctive for 
the"smalI farmer4than; for, the. argone,;, And ..the.,agegpsandow,ersus 
ask:theniseI vesij, !!Wh6o has' been '.n,)chargealIthese,years?.. i Why-. have; these:' 
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eementay services not,,,been develoDed moreadeciuatelvY' TheY will know
 

thie. answe,.*, 

Major migrations from rural areasto the capitol cities under condi­

,tiofns., widespread unemployment inthese cities Isa measure of the fail­

ure 'of;the,agricultural, sector inthese countriesy not a measure of its 

success.,. Incountries with a flexible opportunity structure, agriculture 

serves as .a haven, a refuge from the Impersonal mrket forces. Agricul ture 

should release people to industry on y as they are needed and can profit­

ably be absorbed, Students of the Mexican reform experience agree that 

one of its major contributions was the creation of conditions inthe rural 
- I 

sector which made itpossible for this sector to hold people thus pro­

vIding sufficient time for the government to undertake an investment pro­

gram for development.
 

Thus the rationale for distributive land reform can be classified as
 

1ol lows: 

ljustice, a re-dress of power, wealth
 1)Greater social and economic 


and opportunity to achieve greater equality within the society) wider 

participation and stability inthe countryside giving governments a chance 
to launch investment programs. 

.'" This"isnot :to-indict individual 1andowners or even large-owners as 
agroup. Activities of U.S. companies in certain periods tended also to 

p'roduce the:'above-mentioned results., Delinlating historical causes is not 
my purpose. Suffice it to say that the system which evolved and now 
"exists contains the rigidities outlined and the people in power have,to 
ro-evaluatc pa.t positions If the required changes are to be Introduced. 



Z) .GreaterabilIty on the part 'of governments to apply a squeeze,on' 

agricul ture resulinin" ewgovernmenta revenues. (revenues which pre­

sently go to resource owners and which governments find Impossible to
 

-extract) and at the same time giving the mass of farm people more purchas-


Ing power to buy goods that support local. Industry (In other words, a
 

greater supply and ,demhdrsponse from.agriculture)..
 

3) Increased incetiv'es for agricultural pr.ducers through Improved
 

markets and Incomes, greater avallabil ity.Qf; consumer goods, clear titles
 

to land, improved tenancy arrangements and.-share contracts, etc.
 

4) Providing a general re-orlentation in the Institutional arrange­

mer s which provide a development Impetus and create a new vital ity within
 

a society.
 

Admittedly these are ideals hoped for, but they cannot materialize
 

without a great effort Inmany other areas. Land-reform offers no panacea,
 

no simple solution to the momentous difficulties 9f economic development.
 

Perhaps the situation i.n most Latin-American countries.is not yet con­
-

sidered so urgent as t6 requlre such drastic measures. But once the urgency
 

Is fully registered itmay be too.late to transform.the system through
 

peaceful and orderly processesi' Likewise there are dangers Indistributive
 

reforms accompanied as "theywill be, almost inevitably, with some confis­

catory measures. Care need be exercised that confidence and security of
 

expectations of potentil Investors, including the expropriated landowners
 

is,1not destroyed. But there is nb.rlsk-free solut.ion.
 



"VI,
 

Proposals for indirect measures to accomplisn,' tne-same , .- ; 
:re5uitL a. 

- :-'S. 

are
ditributive land reforms, are :frequently advocated. The major!ones 

tax reforms) and minimum wage legislation and tenancy reforms... 

Viewed abstractly, progressive income taxation'canbe'used for-in­

come redistribution just as progressive land taxes (increasing with 
size
 

of tolding) can lead to land redistribuilon. But the 	fact.remains that
 

icome red-ktributlon
progressive taxation as an effective vehicle for 


on
€0in rdevelopedries.
has been successfully used only. high 


Al­* The public ImaginatiIon isnot to be' capturedrby tax reforms. 

thoUgh agrarian reforms can have the enthuslastic support of the peasants, 

off­tax -reform Invariably produces intense opposition without garnering 

setting support. Politically, taxes are never popular, even among the 

potential beneficiaries. 

In addition to problems of enforcement and lack of support, increased 

although obvioly required., have many other weaknesses inso­land taxes 


Land,
far 'as real izing distributlve land reform objectives are concerned. 

owners may require more work of their laborers without more pay and re­

thus addi ng to, the social 
lease workers to make upthe Increased tax bill 

Some advocates of Increased land'taxes anticipate that many of.problems. 


the extensively operated arge arms -would be sold to 	entrepreneurs who
 

Iarge buyers '
 
use the' land more intensively. Butt-.there is no 

wou ld 

- If4 -thereisprogressyvity o axes y.

market for.these huge estates. 

size of unit, paper subdivisions can be employed to circumvent the Intent 

fthe law. And'een ifactual subdivision does ",take p ace, Very few 



- 17-: 

(if any), farm ,laborers willI have the financial capacity to obtain.a farm, 
Final ly, "such a taxAlaw on the books may provi the rationale for op­

posing other reform measures,.
 

Some of the same weaknesses are inherent In improved.wage,legisatIor
 

and tenancy reforms, Unless there arestrong rural labor (or tenant)i 

organizations such enforcement Is difficult. Indeed such ,regulations
 

have caused landowners to withdraw lands from commercial use or to subs­

titute machines for men, so that rural work opportunities are reduced and
 

the economic status of the peasant is worsened. These measures must be
 

viewed as supplementary to but not as substitutes for distributive land
 

reforms.
 

All the specific agricultural policy measures frequently recommended
 

(researchp, extension., credit cooperatives, incentive prices. etc.) may 

be Inadequate to get the system moving In new directions. None of them 

make contact with the basic Issue of concentrated economic and political 

power. This issue can only be confronted by developing an alternative 

source of power to challenge the position of those inwhom this power now 

resides. Research from Mexico) Bolivia and Venezuela yields consistent 

and supporting evidence for this view. Confidence and self-respect among 

the underprivileged rural people can only be built through organizations 

which provide them with a vehicle for expressing their needs and desires 

and releasing.their creative energies. 

August: 1966 




