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FOREWORD 

This is one of a series of studies prepared for the Subcommittee on 
American Republics Affairs of the Committee on Foreign Relations as 
part of the subcommittee's broad survey of the Alliance for Progress. 
This survey was undertaken in the spring of 1967 in an effort to deter
mine where the Alliance stands after 6 years and what, if any, changes 
are indicated in U.S. policies. 

This study, which deals with the problems of agricultural moderniza
tion and land reform in Latin America, was prepared by Profs. 
William C. Thiesenhusen and Marion R. Brown of the University of 
Wisconsin. It is l)ublished at this time solely as the basis for discussion 
and further inquiry. The points of view exl)ressed do not necessarily 
reflect the opinions of the subcommittee or any member thereof. 

On behalf of the subcommittee, I wish to take this opportunity to 
express our appreciation to Professors hIiesenhusen and Brown and 
their colleagues at the Land Tenure Center of the University of Wis
consin for their willingness to undertake this work and for the contribu
tion which they have made to illuminating some very coml)lex issues. 

WAYNE MIORSE, 

Chairman,Subcommittee on American Republics Affairs. 
V 



LETTER OF TRANSMITTAL 

1 AGRICULTURAL HALL, 
UNIVERSITY OF WISCONSIN, 
Madison, Wis., August 25, 1967. 

SENATOR WAYNE MORSE, 
U.S. Senate, 
Washington,D.C. 

DEAR SENATOR MORSE: Enclosed is the document regarding U.S. 
policy vis-i-vis Latin American agriculture which we were asked to 
prepare for lhe Senate Committee on Foreign Relations. 

'You realize, of course, that, the report represents the work and 
ideas of many peo)le besides ourselves. We have tried to reflect this 
by representing our role as one of preparation rather than authorship. 
In )articular, we have drawi heavily on tle research and experience 
of University of Wisconsin professors, Jacob 11. Belischer, Peter 
Dorner, Don Kanel, Bryant E. Kearl, Kenneth H-. Parsons, and 
Raymond J. Penn. We must emphasize, however, that we alone are 
responsible for any misinterl)ret at ions, or other errors that appear in 
the document. 

Working on this document has beeni a very pleasant experience and 
we greatly appreciate having had the opportunity. We sincerely hope 
that the report proves to be useful to the committee. 

Sincerely, 
WILLIAM C. TIIIESENHIUSEN, 

Assistant Projessorof AgricultiralEconomics. 
'INARION R. BROWN, 

Assistant Professor of AgriculturalJournalism. 
viI 



SURVEY OF THE ALLIANCE FOR PROGRESS 

PROBLEMS OF AGRICULTURE 

SUMMARY 

Food production in Latin America has until recently kept slightly
ahead of population growth. Food imports ara increasing, and foreign
exchange which could otherwise be used for industrialization buys
agricultural products instead. Yet the low-income groups which make 
up a majority of Latin America's population have actually experienced 
a decrease in per capita food suply because of inflation and the 
disproportionate rise in middle and upper incomes. 

Permanent increases in Latin America's food supply are not likely
in the short run. The costs of bringing new lands into production are 
increasing as suitable unused land becomes more scarce. Little is 
known about unused lands, and with study they are often found to be 
neither as vacant nor as productive as supposed. Concessionary food 
supplies from developed nations can provide only short-term relief. 
Higher crop yields from land already under the plow will require im
proved technology which cannot easily be transferred from other 
countries and whose acquisition locally is a long, slowA process.

Low productivity is only part of the farm problem in Latin America. 
Latin American agriculture is characterized by concentration of 
productive resources in the hands of people who have not generally
demonstrated a desire to maximize agricultural production. Rural 
economic and social institutions have been sha ped by these resource 
owners themselves through governments in which the6y have tradi
tionally had a controlling voice. The existing system has not generated 
necessary increases in production for urban and export markets, nor 
has it bettered tihe living standards of the farm work force. 

Meanwhile, the rural labor force is growing in spite of increasing
migration to urban centers. The rural masses lack bargaining power.
There is increasing political activity in the countryside, growing
incidence of civil disobedience, and a resulting disorganization not 
conducive to capital investment or productivity.

At the same time mechanization of agriculture has been replacing
farmworkers and speeding rural-to-urban migration. Thus many rural
to-urban migrants are unemployed or underemployed. With other 
lo-income groups in urban areas they form a growing political force 
which brings pressure on governments for welfare programs that meet 
short-range goals without changing the underlying conditions that 
govern the fit ure. 

Solving problems of agricultural production will not automatically 
overcome this tangle of economic and social ills. 

It is at least. theoretically possible to increase agricultural produc
tion without major changes in the existiug institutional and income 
distribution matrix. "Efficient" plantation agriculture, for example,
might well be accompanied by actual deterioration in income, employ

8185-416--7-2 



2 SURVEY OF THE ALLIANCE FOR PROGRESS 

ment, and living standards of rural people. Furthermore, if increased 
production is achieved without increased benefit to the disadvantaged
rural majority, its gains may be swallowed up by political instability 
and civil disorder. 

Urban industrialization will be important in the longrun solution,
but Latin American industry cannot yet absorb very much rural labor. 
For a long time, very large numbers of people will need to make their 
living from agriculture. The present need is for policies and programs
(including land reform) which generate more rural employment and 
income security with strong bargaining power or secure tenure on the 
land. 

The land reform experiences of Mexico, Bolivia, and Venezuela 
carry lessons for other Latin American countries. None of these can 
be taken as an ideal model, but they demonstrate the utility of en
couraging each country to develop a program to suit its situation, 
resources, and needs. 

I. INTRODUCTION 

There appears to be an increasing tendency for U.S. policymakers 
to think of the Latin American farm problem as one of mere shortage
of food, and consequently to devise policies to increase food production
through improved technology without much attention to the con
sequences for food distribution or more particularly for the employ
ment and income positions of rural people.

Whereas the original charter of the Alliance for Progress stressed 
the need for institutional reforms in rural Latin America, the emphasis
has more recently shifted to modernization of agriculture without 
special concern for structural change. 

This increasingly narrow focus stens if l)art from the fac(t that low 
farm productivity'inlatin Aierica crcates very real and immediate 
problems for U.S. policy. Low rates of increase in production and 
exports, together with rising imports, depress foreign exchange
earnings and revenues from export taxes; importation of capital goods
becomes more difficult; development programs are harder to finance;
foreign debt commitments are more difficult to meet; cal)ital flight and 
inflation increase. These are immediate and almost preocculpying issues 
for Latin American governments (and for the United States ats well 
in its attempts to support development programs and cover budget 
deficiencies in many of these countries). 

Food scarcity in city markets adds to the pressure. High food 
prices to urban consumers-especially to the highly visible and in
creasingly organized urban poor-are politically cx plosive.

The fact that foreign aid funds are subject to'annual renewal adds 
still more pressure to seek quick an( (hraniatic gains in marketed food 
supplies. 

These immediate shortrun pressures for more food in urban and 
export markets tend to overwhelm and dominate the attention of 
Latin Americ-an and U.S. policyniakers alike. 

The concern for productivity per se is further heightened by the 
fact that food sul)lies are tyir)icldly (and mIlost easily) measured in 
city and seaport market channels. Agricultural products that are 
processed and used on the farm are not always counted. 

All of these issues, together with the popular myth that rural people 
are always able to feed themselves, lead many policyinmkers to conclude 
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that the main test of effectiveness of a program to modernize agricul
ture is how much food it delivers to the cities or the world markets. 
The success they aim for is almost entirely measurable in visible 
increases in the marketable portion of agricultural output. Policies 
and programs appropriate to this goal are primarily concerned with 
changing the physical and technicalaspects of farming on larger farm 
units where quick, dramatic gains are theoretically possible through
the introduction of machines, hybrids, fertilizer, irrigation, and 
protective chemicals. 

These measures are tremendously important. They offer the very
real hope of large gains in production. However, a narrow concern for 
production in response to urban and foreign exchange needs diverts 
attention from the revolutionary changes that are taking place in rural 
Latin America. The outcone of Spanish and Portuguese conquest and 
150 years of independent rule by landed elites is a (leeply divided and 
disturbed rural society, with mlillions of ;small holders and landless 
peasants separated culturally, politically, racially, and sometimes 
linguistically, from the taeefil(os who control the'land. 

ft is well to remember that the world food problem is not yet one 
of deficient global supply. There is enough food in the world to meet 
the calculated minimum nutritional needs of the entire population. 
If existing food supplies were evenly distributed there -would not 
yet be a world food problem.1 This fact does not lessen the urgent 
need for increased production. It does, however, point up the im
portance of the distributional aspects of the present crisis and it 
belies the notion that the l)robleln can be solved by focusing ex
clusively on increasing production. 

The distribution issue is not merely a matter of uneven distribution 
among countries, but more importantly a matter of unequal accessi
bility among the regions, groups, and families within countries. 
In many underdevelope( countries "the poorest 25 percent of the 
people consume diets with caloric and protein contents that are 
only about three-fourths of the country average". 2 Nowhere else 
in the world are these inequalities greater or potentially more explosive 
than in rural Latin America. 

Large per capita increases in food supplies-as measured in urban 
and export markets-would, if acconpanied by lower food prices,
benefit some presently disadvantaged urban groups. But this would be 
true for the equally'disadvantaged rural population only if special
efforts were made to increase the size and the security of their claim on 
the national agricultural product. Attention to matters of food distribu
tion, rural employment, and income, calls for quite different policies
than would be required to increase production per se. It raises such 
important questions as where, by whorn, and for whom )roduction
increases are sought. It introduces a range of nontechnical, sociopoliti
cal, and institutional issues that are complex, hard to analyze, difficult 
to deal with, and consequently, easy to ignore. Thus, it is tempting 
to confine our efforts to straightforward and noncontroversial measures 
such as technological improvement of large commercial farms. How
ever, we must be wary of any approach that concentrates so narrowly 
on commercial production that it iguiores large numbers of rural 

I The White louse,"The World Food Prolen," a report of the President's Science Advisory Commit
tee, vol. 1, report of the Panel on The World Food Supply, Government Printing Office,U.S. Wash. 
Ington. D.C. May 1967,p. ii.
2Ibid. pp. 11-12. 
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people. The rural poor are less visible and less organized than im
poverished city slum dwellers. Yet in most countries they are more 
numerous than the urban poor, they are continuing to increase in
numbers, and their misery is becomng steadily more acute. In most
of Latin America there is no practical way for the laborer to share in
production gains on the land le works. It is unrealistic to expect him 
to undertake measures that will yield more food when he has little
voice in decisions and little chance to benefit from such measures. 

It is imperative, then, that we incorporate rural income and em
ployment issues into our concept of modern agrIculture. In our efforts 
to hell) modernize Latin American agriculture, we should seek
only to increase the supply but also 

not 
to improve the distribution of

food. It is in conformity with this formulation of the world food issue
that we have prepared the following report on the agricultural situation 
in Latin America. 

In the report we first deal briefly with matters of food supply and
demand including some of the difficulties involved inl achieving and 
measuring production increases. These issues are quite straight
forward, and as we noted earlier, havo already become tile object of a great deal of concern. The main burden of our report is to draw 
attention to less obvious and more complex aspects of the Latin 
American farm problem: rural em ploymient, income, and accompany
ing institutional issues, including especially patterns of resource 
ownership, land management, and la bor relationships. After describing
the general situation, we attempt to formulate U.S. policy alterna
tives for encouraging agricultural nmodernization in Latin America.
A discussion of relevant aspects of the u.rod reform experiences of
Mexico, Bolivia, and Venezuela is attacL d as an ap-ndix. 

IT. THE Fool SUPPLY IN LATIN AMERICA 

A. AGRICULTURAL PRODUCTION AND NUTRITION 

Production of food per capita in Latin American rose only slightly
during the past decade. 

The United Nations Food and Agriculture Organization estimates 
that available food supplies increased by 28 percent from 1955 to 1964. 
Concurrently, population grew by 27 ,)ercent, leaving a per capita
rise over a decade of only 1 percent in available food. 

Data of the U.S. Department of Agriculture show that per capita
agricultural output (including nonfood products) leveled off in the
early 1960's at a point slightly above the 1955-59 average. Production 
per capita rose sharply in 1965 but preliminary estimates indicate that 
it slunped below the 1955-59 average in 1966.

Before World War I[, agricultuu'al pro(duction (food and fiber) in
Latin America was 5 to 10 percent per capita higher than in 1965-66. 

Daily per capita calorie consumin)tion in Latin America (excepting
Argentina) ranged from 2,710 in Brazil to 1,780 in Haiti in 1959, 1960,
and 1961. There is little evidence of improvement up to 1964. Per
capita calorie consumption in Argentina (3,220) was similar to that in 
North America. 

Protein consumption averages about one-third lower in Latin 
America than in the United States. In 1958, Latin America averaged
29 percent below standard minimum calorie levels set by the USDA's 
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world food budget. Thirteen Latin American countries had deficient 
per capita protein supplies, and eight registered substandard per 
capita fat supply levels. 

B. AGRICULTURAL EXPORTS AND IMPORTS 

Latin America has traditionally exported agricultural products to 
provide foreign exchange, both to service and repay external debt and 
to import goods and services needed for industrial development. In 
the decade ending in 1964 the volume of agricultural exports increased 
by 40 percent. Falling prices reduced the value of this increase to a 
gain of only 7 percent in export earnings. In other words, although
volume averaged an annual increase of about 4 percent, values in
creased by less than 1 percent per year. An FAO study concludes that 
when changes in the terms of trade are taken into cons.derat ion, there 
was probably no rise in purchasing power over the decade as a result 
of the increased value of agricultural exports.

From the midfifties to the midsixties, Latin American agricultural
export earnings fluctuated at a level between $3 and $4 billion ayear,
but they represented a progressively smaller share of total export 
value: 48 percent of the totalin 1955 and 35 percent in 1965. 

Nearly all agricultural exp~orts from Latin America face uncertain 
futures. S peaking generally, world consumption of the agricultural
crops which Latin America is able to produce is growing sluggishly and 
prices are weakening. In the coming decade, the export markets with
the most promising growth potential for Latin American agricultural
products will probably be for feed grains, oilseeds, meat, and fresh 
fruit and vegetables (which may reach the North American market 
in winter). Itis unccrtain how common market developments will 
affect export demand for agricultural products.

The volume of agricultural imports to Latin America from all 
sources increased fairly rapidly from 1948 to 1960 and levelled off 
in 1960-62, showing an annual rate of increase of about 2 percent over 
the period. The value of agricultural imports increased much more 
slowly, or at a rate of about 0.75 percent a year. This rate of increase 
of inportation was below tne rate of population growth. Brazil, 
however, increased her agricultural imports (including sales under 
Public Law 480) by 40 percent in the period from 1958 to 1963. Other 
countries which show a persistent upward trend in agricultural
imports are Uruguay, Argentina, Chile, Venezuela, Ecuador, and the 
entire Central American region.3 

Latin America's standing in world wheat and feed grain trade has 
deteriorated markedly, moving front net exports of nearly 2 million 
tons of grain annually in the late 1930's to net imports of just over 
2 million tons in 1960-61.1 

Tile annual value of agricultural imports from outside the regrion
is currently running at about $600 million, about 40 percent of wYtich 
comes from. the United States. 

Cereals accounted for 36 percent of all agricultural imports from 
1934 to 1960. The second most important category has been livestock, 

I Montague Yudelman, "Agriculture I)evelopment in Latin America: Current Status and Prospects", 
Inter-American Development Bank, 1066,mimeographed, pp. 26-30.

Lester R. Brown 'Man, Land, and Food",Foreign Agricultural Economic Report No. 11,United
States Department of Agriculture, Economic Researci Service, Regional Analysis Division, November 
1963, pp. 63, 78. 
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meat, and milk products. While total agricultural imports doubled 
between 1934 and 1960 (at constant prices), animal product imports 
tripled. The obvious effect of rising imports is to force governments 
to use foreign exchange for food that, if it were grown at home, would 
release dollars to service foreign debts and to bring in )roducts needed 
for development and for which the region does not have a comparative 
advantage. 

C. LIMITATIONS OF PRODUCTION DATA 

These sweeping statements, based on aggregate data, mask a great 
deal of the complete picture.

Aggregate output data hide changes in the composition of the farm 
product. For example, some countries, especially in Central America, 
lave exp~anded agricultural exports at the expense of p~rodulction for 

domestic consumption, which means that per capita domestic food 
sn)pP'y declined while total farm output increased. 

Perhaps more importantly, aggregate figures nmask marked varia
tions among countries and among areas and socioeconomic groups 
within countries. In Brazil, Ecuador, El Salvador, Mexico, Panama, 
Peru, and Venezuela the gross agricultural product increased at least 
I percent faster than the population in the decade prior to 1963. In 
most of the 13 remaining Latin American countries pol)ulation growth 
equalled or exceeded production increases. Furthermore, declining
food supplies avamilablo to certain areas or socioe(,onomic segments
of a country's l)opulation are obsctred in tile aggregate by rising food 
supplies available to others. 

i should also be noted that, the aggregate statistics themselves 
are of dubious precision. Import and exl)ort data are probably fairly 
accurate, as are data gathered by central government purchasing 
agencies. However, changes in food l)roduction ard consuniption in 
rural areas outside the market economy are impossible to measure 
in precise fashion. Then, too, as countries become more urbanized, 
more food tends to move through conimercial channels. This suggests
that slight gains in production as shown by statisti(s may really
only reflect increases in the produce going through channels where 
records are kept or estimates made. Where this occurs, what seens 
to be a gain is probably actually a transfer made at the expense of 
low-income rural families. In fact food supplies available to lower 
income groups-the bulk of the population in Latin American coun
tries-seem to be declining steadily as a rcsult of inflation and rising 
incomes i1 uper income groups. 

D. THE RISING DEMAND FOR FOOD 

Inaccuracies and other caveats aside, Latin America's farm problem 
is severe. Population is growing at least as fast as in any other region
of the world Assuming a 2.8 percent population growth (approxi
mately the rate over the past decade), the present lpoplulation of Latin 
America will triple by the year 2000. The rate varies by country,
ranging from about 1.3 percent in Uruguay to 4.2 percent (the highest
for any nation) in Costa Rica. 

Birth rates usually fall as incomes rise, urbanization )roceeds, life 
expectancy increases, and infant mortality drops-in short, as a 
country modernizes over the long run. Current birth rates in Latin 
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America exceed 40 per 1,000, while in developed countries the rate is 
below 25 per 1,000. Attempts to limit family size will not likely be 
successful in bringing population growth in line with food supplies 
over the short run. However, it is becoming increasingly clear that 
if present growth rates continue over the long run, population pres
sures will doom all efforts to achieve food balance, by whatever means. 

Food production will not only have to keep up with large population 
increases, but also to satisfy the new demands for more and better 
food that result from risi,.g incomes. Otherwise, imports will continue 
to iv.crease as income, rise. Capital goods necessary for industrializa
tion will be barred and/or repayment of outstanding loans will be 
delayed and/or extreme balance-of-paymenL problems will be ex
perienced. Certainly, this process will be accompanied by inflationary 
pressures, and, in general, development will be impaired. The sequence 
can be mitigated in the short run to the extent that increased food 
supplies are available on soft terms from developed countries. 

III. PROSPECTS FOR INCREASED PRODUCTION 

A. EXPANSION OF THE FAR'M LAND BASE 

In the past 10 years almost two-thirds of the increased agricultural 
product in Latin America has come from pressing more land into 
production. This kind of expansion probably cannot continue for long. 
Arable but unused lands are neither as extensive nor as idle as some
times calculated. And the costs of reclaiming them are increasing.
Attempts to farm unoccupied tropical areas have resulted in less-than
hoped-for output. Much of Amazonia and other jungle areas, for 
example, have proved to be less productive than was once expected. 
Recent evidence seems to throw doubt on the rotential of many 
such areas. It is now fairly weli (but not universally) accepted that the 
major part of the sizable Pet6n area in Guatemala, for example, 
cannot support much cropping. Speaking geuerally, "new lands" 
policies face high costs and very uncertain returns. 

Furthermore, thme most promising new lands are not always as
"available" as they seem, In sone very populous Central American 
countries (Costa Rica, Honduras, Nicaragua, and Guatemala) where 
ample idle public lands were presumed to exist, recent surveys indicate 
that large nunibers of squatters have staked out plots and are already 
farming. These pioneers often move from developed areas s export 
creps expand and commercial farms mechanize.5 Some expansion of 
agricultural lauid is possible, but it will be extremely costly, and cannot 
be sustained indefinitely. In 5 to 10 years, given the current rates of 
population growth and migration, there will be no remaining frontier 
injCentral America. Speaking more generally, it is unrealistic to assume 
thejunused lands can long provide an economically viable "safety 
valve." 

B. EXPANSION AT THE "INTENSIVE MARGIN" 

If the Latin American nations are to increase their food supplies 
substantially in the foreseeable future, they will have to expand agri
culture "at the intensive margin," exploiting presently occupied land 
more productively through the use of fertilizers, protective chemicals, 

i Kenneth it. Parsons. "The Orientation of In Agricultural Development and Land TenureRestiarch 

Policy in Central America, A Field Report," Madison, Wisconsin, Janua 1067, ninneographed. 
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hybrid seeds, and improved breeding stock. FAO technicians have 
reported that in Latin America "resources are unquestionably ample,
without approaching their full utilization, to meet the estimated in
crease required". 6 However, farming techniques will have to change
radically. To date only Mexico has shown marked progress in crop
yields (they rose 50 percent during the 1950's). This has been primarily
because of improved irrigation facilities, but also because of fertilizer 
and improved seeds. 

In general, yields are low throughout Latin America. Average pro
duction per acre of corn, rye, oats, barley, potatoes, and cotton is 
below world averages. Of 24 agricultural produbts recently studied by
the Economic Commission for Latin America, only six showed an 
increase in yield of more than 10 percent between 1948 and 1959. Ten 
products showved gains of from zero to 10 percent, while eight remained 
stationary or decreased. There are, of course, important country
differences. Average Mexican wheat yields are higher than those in 
the United States, for example. Brazil's crop yield position does not 
compare well with those of Argentina, Chile, and Mexico, either in 
absolute terms or with respect to irmprovement in recent years.

It is widely agreed that one crucial component of' agricultural
modernization in Latin America will be agricultural research experi
ment stations decentralized to ecological zones. Extension activities 
will also have to be greatly stepped up. Stable and favorable input
product price ratios are necessary to stimulate sustained investment. 
Cost-price ratios may need to be altered in favor of the farmer. 
Industries which provide agriculture with services and supplies must 
become more productive and competitive so that lower costs accrue 
to the farmer. Availabiliy of inputs and services at appropriate times 
in the growing season is also a central issue. Research on improved
varieties :esults in plants that are increasingly sensitive and respon
sive to environmental changes; but without an accompanying "pack
age" of inputs to control the environment, new varieties often yield
less than the strains they replace.

The United States had developed an adequate technical "package"
and achieved rapid yield per acre increases by about 1940. Since that 
time, surpluses have often made it necessary to reverse gears through 
acreage allotments, conservation reserves, commodity storage, et 
cetera. But we should remember thut it took decades to set the stage
for this productivity revolution in the United States. Jeffersonian 
political philosophy led us into a freehold land tenure system and 
resulted in a large agrarian middle class. Successive Congresses with 
strong rural representation appropriated funds for the needs of the 
countryside. By the time our frontier closed and intensive farming
became necessary we had a backlog of agricultural research results,
well-developed State and local governments, an active extension 
service, widespread literacy, and well-established conmmunications 
networks (including rural free delivery). Furthermore, industrialization 
was well along any our population was growing slowly as compared
with Latin America's present rate. Even*with land-extensive tech
niques we had farm surpluses by the 1920's. 

$Simon Kuznets, "Economic Capacity =d r-twation Growth." Unpublished poper presented at thMe
Conferenc on World Pipulation Problems, Graduate School of Business, Indiana University, Mlay 3-6,
1907, mimeograpbed. 
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IV. WHY Is LATIN AMERICA DIFFERENT? 

A. THE NEED FOR RURAL JOBS 

Most countries in Latin America must make the switch to intensive
agriculture in a much different context. Unlike the United States 
during its drive toward agricultural modernity, Latin America's
rural population is still growing by about 1.6 percent annually. (In the 
United States, rural population had already begun to decrease byabout 1920.) In 1960, about 47 percent of the work force in Latin 
America was engaged in agriculture (ranging friom about 20 percentin Argentina to 60 and 70 percent in Ecuador and Central America 
and perhaps 90 percent in Haiti); another 10 percent was engaged insupplying inputs to agriculture or services to farmers. Thus any pro
grants designed to molernize agricuture and~ increase lproductionl inl
Latin Amecrica w~ill have to take into acewat the employmntt and
income needls of a large and increasig rural popilation.

Increased emlploynte, in urban area-; is ,,iteti (discih>ed as an
alternative to laimd reforl a1d t her efforts 1ii) N)"'ote eliipl ,yienit (1r,
income security in rural areas. Latin Auiricaln it llstrv d 's elupl!,v 
more peo)ple no1w than it (lid a decade ag), bit the iite'ase iiiteji)l,,v
met is insuflicient to absorb urbani iq)Itilation growth atal htigratiotl
from rural areas. Since Latin Atierican i(t1istry is still small, even 
large percentage itcreases would generate few jobs in the short run.
Also, to the exteti that factorie.,; replace sinall artisant shops, first 
blushes of industrialization tend to disl)lace hator.7 In Russia, Japan,
Western Europe, wit(1 the Uanited States, itt(histrializatioi w\as\well
along before it absorbed labor n a lrge sc le. Latin Anericam cities 
tire already attra ctin, many inore plel thuim their ndtilstrics c!an
ellpoy. Ais itidlustriizatioyi proceeds, it will dlraw~ first otj this. llurt(e
reservoir of urba, uideremployed rather than pulling iore workers 
out of aifricultuire 

Thus increased nmigration to the cities is not yet a viable alternative 
to increased rural employment. It is estimated that between 4 all 5million families already live in the shantytown slums that surround 
many cities in Latin America. Where induhstrial growth is fairly rapid
(Buenos Aires, Sdo Paulo), or where peol)le have a more secure sub
sistence on the land (Bolivia), or where both factors combine (Mexico),
the problem is less exaggerated. But the shantytown population of
Lima grew from 10 percent of its total population in 1958 to 20 percent
in 1964. In 1960, Rio de Janeiro's "favela" population was growing
three to four times as fast as the city as a whole. Despite increased 
1 ublic housing, the shantytown population of Santiago, Caracas, and 

ogoti is growing faster than the rest of the city. 
Services are seldom provided in any meaningful way to these areas,

since city budgets are small and already strained. The income gap
between rich and poor becomes etched in sharper relief on the minds
of the new settlers. Soon they may be even less satisfied than they
were on the farm. Mfost do not-perhaps cannot-return to rural areas. 
They become increasingly involved pohitical action which partially
substitutes for the former primary associations with kin and close
neighbor groups, and rapidly develops the potential for violence. 

I Gunnar Myrdal, "The United Nations, Agriculture, and the World Economic Revolution, "The Jour.
nal of Farmn lconomnics, Vol. 47, No. 4, Novcmber 1965, pp. 889-899. 

85-416-67-3 
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Substantial public investments became absolutely necessary to provide 
even minimally acceptable living conditions in these areas. 

Providing more jobs at the farm level would not solve the city
problem. These slums will continue to grow no matter what policies 
are followed. But they will grow faster unless attempts are made to 
create rural employment opportunities. This will also require Iublic 
investments, but most of these will be of the type that tend to increase 
production whereas anislum investments in the cities go primarily for
improved living conditions (housing units, sewers, water supplies). In 
the countryside, investments can be 1)rimarily for land, roads, irriga
tion, fertilizers, hybrid seed, and other reproducible capitil.

Not all capital is of equal priority in rural Latin Arnierica. Capital
which increases yields per acre (fertilizers, improved breeding stock,
hybrid seeds) must take precedence over most r.achines which are 
primarily laborsaving. A strategy which encourages rapid substitu
tion of agricultural machinery foir farm labor will increase joblessness
and migration. We need to be constantly aware of the fact that the 
manner in which increased production is achieved and the number 
of people who are able to participate and reap some benefits from the 
experience may be as important.as the proiction increase itself. 

Premature mechanization of agriculture not only releases labor that 
has no place to go, it also uses scarce foreign exchange that would 
otherwise be available to equip urban industry more adequately,
and thus, over the long run, increase rather than decrease employment.
It is becoming clear from Mexico's ejido experience that large increases 
in production are sometimes possible from applying more labor to the 
land and increasing the proportion of labor-intensive high-value crops.
In Mexico, gains on labor-intensive small farms have been approxi
inately equa to gains on larger and more mechanized units. And be
cause these gains were achieved with labor that had no opportunities
outside agriculture, they were cheaper than the increases achieved 
with imported inl)uts and machines on large farms. 

To reemphasize our point,, agricultural modernization policies should 
attempt to employ rural people more productively where they are,
rather than allowinig them to be displaced by labor-saving technology
To do this it will be necessary to do more than encourage growth wit'in 
the given structure. The task will necessarily involve institutional 
and structural reforms. 

B. THE NEED FOR INSTITUTIONAL CHANGE 

Institutions are less amenable to measurement than other variables 
which contribute to agricultural modernization; hence they are often 
neglected by scholars and planners alike. This does not mean they 
can be safely ignored or that they are exogenous to the agricultural
development process. Institutions affect incentives to produce, in
come distribution, and opportunities for eml)loyment. They influence 
the actions of individuals, furnish the procedures for resolving conflicts 
between them, and provide the matrix, within which productivity
will be increased. They largely determine where, when, by whom, and 
for whom production increases will be sought. 

http:important.as
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Largely because of institutional patterns, the tools of economics 
are insufficient to explain the complex process of development. As 
Prof. Robert L. Heilbroner explains: 

* * * tile process called 'econonic developmnt' is not Iiriniarily ecolonloic 
,It all. Ve think of develolment, as a calllpaign of produiction to be fought with
litdgets and niolnetalrv policies aod Ineatslreld with indices of otpllt IIold inconhe. 
But the development process is nuch wider and deeper than cani ie indicated bysuch statistics. To be sure, in the end wat is hoped for is a treinendons rise iii 
output. But this will not come to pass until tseries of tasks, at one cruder and 
more delicate, simpler and ifinitiitelV bore diliciilt, IMs heein Lujiilenced and 
carried along t certain distance. 

In * * * Lttin America, tli( principld hamdicmp tO develpileint is lnt aim 
absence of nationall ideiitity or the Ipres'lnce of sulfocat ing i'ultires (aIlthoughille
hlatter certainlv plavs its iparl), but the cramping and crippling inhibitions of
obsolete social inst itut ions and reuctionary ocia 1 classes. WIhere Ii dhciditlg
rather tilali indistrial activitv is still tle basis for social and eonl ic iowe',
aiid where dhistld ess( l iet 1iv ill iefifdolis rat thaIai s prodilieC real estate,
it is not surprising that so iniuci of society rctainis a lledieval Ca'st. 

Thus, development is inuch nore thlLn a1 ilatter of elicoiraging ecolloinic
growth within a given social structure. It is rather the modernization of that 
structure, a process of ideational, social, econolnic, ald political change that 
requires the reniaking of society ill itsmore intimate is well 'isits ost public
attributes.e 

C. LAND TENURE, FARM MANAGEMENT, AND LABOR RELATIONS 

Unlike the United States, in which liberal land policies long ago
established family farms, most Alliance countries in Latin America 
(except Bolivia and Mlexico) are characterized by a land ownership 
pattern which includes a few large estates (latifunlia), plantations,
and large numbers of landless workers or operators of very small units 
(minifundia). 

Small farms in Latin America are typically Inanaged in a fairly
routine fashion with traditional technology though there is evidence 
that in many countries of Latin America production per acre on small 
farms is as great as or greater than that on large ones. Returns to 
labor vary a great deal nilnong sInall farmers, and probably average
below the wage levels on large farms. However, total family income
including returns to land and capital is probably higher 'for most 
ininiJundistastihan for wage laborers. 

Flron 15to 10 )er'cent of the landowners ill Latin Arlericil control 
from 70 to 90 lercent of the agriculttural land. Latin America's haci
endas and p)lantations are largely a legacy of the colonial period when 
lands were granted in large tracts. 

Sone hrge flu'ius have c(tle into the hands of more active owners. 
Actively managed large-scale agl'icullt tre also exists on plant atiolis and 
new cOl tlller'cialflrlIns (('(ot ill Central Allerica alnd ('oloitbia, 
rice and other food c'ops ill Colollibi, itc.). Close stuily of tlhe-eap)arently mllodern ialnd pirgwressive farnis ill Itin Allerivii often 
shows that they aire not as w\ell farmed as they at first appear.Miodern 
machinery is sometimes used to reI)lace labor rather than to increase 
yields. Purebred cattle often graze on unimproved pastures. Scarce
irrigation water is frequently ised on low-value crops. Still it is this 
grouI) of farms (and no one can say how large it,is) that oilers the 
greatest 1)roinise for shorn-tln gains inmarketable and exportable
sutrpluses. 

IRobert L. llellbroner, "Counterrevolutionary America." Comminlary, April 1067, pp.31,32. 
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However, most of Latin America's large farms are of the traditional 
type with absentee ownership, extensive land use, unchanging tech
nology, and minimum cash expenditures. They are characterized 
by hired low-grade routine management, traditional organization
which largely runs itself, and seinifeudal labor arrangements (small
cash wages supplemented with usufruct exchanged for labor obliga
tions). Since jobs are scarce, labor has few alternatives but to seek
employment on the large farms and plantations. Farm laborers have 
virtually no chance of acquiring land of their own through the normal
operation of the market. Land prices are high because land is a con
modity which: (1) bears social prestige; (2) acts as a hedge against
inflation; (3) brings accompanying control over labor. This is especially
true in the Andean countries, except Bolivia. 

Work contracts are infrequent even though laws are on the bookswhich require them. Rural labor is largely unorganized (except in 
Venezuela, Bolivia, and Mexico, and to a lesser extent in Brazil 
and Chile); legislation restricting unionization of agiultural laboris still effective in nmost Latin American countries. Thus, workers 
have little or no bargaining power and protective legislation is seldome 
enforced. 

As a result, rural workers have benefited little, if at all, from the 
recent slight economic growth of many Latin American countries. In
fact, sonei research has noted a persistent decline in real income, 
especially cash wages. It has been calculated that 50 percent of the
cash income of Latin American farm workers is spent on food. (Laborers 
are often paid partly in kind, which protects part of their income from 
the effects of inflation but which also make- them more dependent on
the landowner than they would be in a cash wage situation. In sonie 
countries farm workers are paid virtually no cash wage, getting almost 
all of their pay in kind. A recent study of Ecuador shows the cash 
wage to be about 15 cents a day.)

In Chile the minimm farm wage l)aid to estate workers (even the
minimum is often evaded) lagged behind inflation until 1965 when the 
present Government legislaed a new wage and relaxed enforcement 
of antiunion laws. Between 1953-54 and 1960-61 the wage eroded by
one-third. 

Large landowners often prefer to invest in nonagricultural pursuits
rather than to build up their farms. Sometimes, for tax purposes, they
have written off their agricultural enterprise as a loss-whether or 
not it has proven to be so in fact. If necessary to protect their wealth,
they have sent it out of the country. In some countries they have 
been shown to invest a higher proportion of their income in luxuries 
than their counterparts in developed countries. 

D. CONCENTRATION OF POLITICAL AND ECONOMIC POWER 

For generations the landowning class has occupied the seats of 
government. Large landowners have been able to legislate in their 
own behalf. For example, they receive almost all the institutional
agricultural credit (some of which is publicly financed and which 
because of inflation is often available at negative real interest rates).
They are also the principal beneficiaries of other public investmentsthat serve agriculture, including those in technical assistance, roads 
irrigation, and electrification. Meanwhile, land tax assessments and 
rates have been low and delinquency high. 
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One outcome of the concentration of power and resources in rural
'Latin America seems to be impoverishment of local government. InI 
Colombia, for example, municipalities are expected to build ani 
maintain roads, schools, hospitals, public utilities, and control mar
keting facilities. But the rights of the majority to assess and collect 
taxes and select their own local officials are circumscribed. In the 
limbo that results, no unit of government seems to res1)ond to re uire
ments of social overhead capital needed by rural coimmunities. leve
nues collected by rural municil)alities comie from commercial business 
licenses, fines anti fees, departmental transfers, and some property
taxes. Those who own most of tihe resources contribute little tax 
revenue. These sources give communities so few funds that by the 
time they pay local salaries and administrative costs there is nothing
left to Sul)ply municipal services. 

In a study of 31 niunicipalities in Antioquia, generally thought to 
be the most progressive department in Colombia, perl taj)ita average
municipal revenues in 1965 were only U.S.$2.32, with only $0.32 
going for social or economic overlheaI capital. Since only ia small 
portion of this $0.32 per capita goes for road construction, sufficient 
farm-to-market roads cannot be built. No amount of techmnictd help
will encourage small acreage farmers to produce more if they cannot 
get their production to market. Even when separate road-building
grants come from higher levels of government, mainteniance is left, to 
local governments.0 

Thus, a low rate of taxation, a high delinquency rate, and insufficient 
autonoiny of the local governmental unit thwart local development.
That this issue will be difficult to cope with is obvious-!oca govern
mental units are largely dominated by bosses, many of whom control 
most of the privately owned resources in the area and are able to 
manipulate municipal finances for )atronage rather than develop
mental needs. 
The national and local power of tIme landed class has been slowly

declining. The increasing frequency of guerrilla activity, land invasion,
and labor unrest attests to tile declinle of traditional authority in the
countryside and to the need for modernization programs that not only
increase productivity but also give the rural masses a stake in de
velopment.

The situation in rural Latin America, then, can be vividly sunmar
ized in sentences that offer little basis for optimism. Most of the land
is intraditional farms that are producing below potential. Population
is growing rapidly. Exports are lagging and .imports are rising. The 
frontier of unused lands is shrinking. Migration from farm to city is
proceeding faster than urban industry can hire new workers. Real 
incomes of most of the rural population are static or declining. Rural
community governments are largely inoperative for development 
purposes. Traditional authority is eroding as class differences and 
inequalities become increasingly apparent through increased con
munications and mobility. Political agitation and civil disobedience 
are becoming more violent and more frequent in the countryside.

Food shortage, then, is only part of the problem. Farm production
will have to increase, and this will require substantial public invest
ment in agriculture. But investments must be made with full attention 
to problems of rural employment and of inconie distribution. 

llerman Felstehausen, "Memorandurw The Study of Local Governmental Structure as a Part ofAgricultural Development Research," The L'snd Tenure Centcr, University of Wisconsin, March 14,1967. 

http:U.S.$2.32


14 SURVEY OF THE ALLIANCE FOR PROGRESS 

V. SOME POLICY IMPLICATIONS 

A. ISSUES FOR LATIN AMERICAN GOVERNMENTS 

The need is for active land management, low cost production 
increases that result in lower food prices, and employinent or tenure 
arrangements that secure economic and political participation for 
large numbers of people. Meeting these needs will require Latin 
American governments to carry out different policies and programs 
for different subsectors within agriculture. 
1. Progressirelymanaged largefarms and plantations 

These are the farms that feed the cities and provide export earnings.
As we mentioned earlier, the current U.S. policy impetus seems to 
focus almost exclusively on helping national governments to promote 
such farms and increase their numbers by stimulating greater pro
ductivity through the application of new technology. It lias even been 
suggested tihat appropriate technology and managemuent might best 
be introduced by bringing in foreign investors and entrepreneurs to 
stimulate commercia l)roduction, especially of export crops, so as to 
solve balance-of-paynents l)roblems. ThIiis narrow empihasis on the 
commercial and export sector is understandable given tie bIalance of 
payments and urban population pressures. But it is vuinerable because 
it does little to provide employment and because it, ignores the 
pressures for structural clange. In addition, it is profoundly affected 

y wide flizctuations in tIe urices of export crops. 
A land reform program that convertel productive large farmms into 

small peasant holdings would hel) satisfy the need for increased 
employment and participation by rural peol)le, bit probably not 
without fairly heavy shortrun decreases in innovo tiveness and 
)roduictivity.

It is probably fully defensible to argue that many well-managed 
large commercial farls should be preserved (as they "would be under 
the provisions of existing agrarian reform laws in most Alliance 
countries). Mo(lerlizationI policies should neither destroy milor con
centrate exclusively on this commercial sector. Instead, tiley sh'inld 
encourage as miuchell loyment 1.tid income security its possible on 
these farms witlout creating disincentives for managemnent. 

And they sluld encourage increasing intensification; that is, larger 
proportion of land in high-income crops through shifts in enter)rise
comblinations, and higher outl)ut per acre through use of yield-in
creasing (as ol)l)osed to labor-saving) technology. 
2. Tradi ionally managedlargefarms 

Traditional large-scale farming contributes little to needed pro
duction. Its absentee ownership and traditional and paternalistic 
labor patterns are vdnerable to labor unrest as the patrones lose 
their social welfare fhinctions, as their superiority is increasingly 
questioned and challenged, and as )olitical agitation reiilces 1he 
workers. It is the miderutilized land of such farms that is especially 
vulnerable to peasint invasion. 

Some observers have suggested that Latin America's traditional 
haciendas can and should be transformed quickly into productive 
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commercial farms. Early Alliance for Progress emphasis oin redistri
bution of these lands has been largely replaced by a new emlphasis 
on techmical modernization without structural reform. 

In the light of past performance, there is little i'eason to hope
that increased investment within this traditional sector %vo'il(l result 
in comentisuirate increases it agMric. ltiral produtioM. BIt even if it 
did, rural loyient woi(hl likely decrease and t ie glap between 
rich anId I)oor would 1iiul st, certaiin'ly widen. Given tie present land 
tenure system, as prhuctivitv increases, tle i(,.ohies (of tile resource 
owners rise much faster tlan Ihose of tOe rural quj wit. The wrke's 
have little or 110 lrgaining pIower, atnd hence, increases that Ilccrue 
to the agricultlral sectorias a whole (to not "trickle lown." In fact, 
most of the cuIrent i'essuIies toward mi(lerinitv ,i exi-tiig large
farms are also pressures towa'ir(d decreased eiloyiemnt.. S;oie iiil)ort
and credit policies encourage miechanization which more (lten than 
not is usd to decrease eli ylueit rather than to inmrense "lt putPer 
acre. Social legislation and labor uinrest encoulrage lail doilers to keep
fewer workers. Changes in fariu technology are somletillies easier it' 
maclines replace ien. Sulpervision and hanllingI.f ('Isthl mma<cliierv,
equipiemnt, and livestock is easier if a few skilled Nvorkel's replace tfie 
large numbers of traditiomal resident, laborers for whloim tile hacienda 
has provided a secure (if decreasiniglv adequate) silsiste(.(..

Thus, if in reslmse to tax, I)ri'e, amIid other "c'a'rol and stick" 
policies, inactive owners eitiher sell to comminercial farmiemrs or be. lie 
more active tlheiselves in intrialuciig new te'111dol.y, it wvill lhhil)vl3
decrease emlphIl;yiet. and in('rease hit"r umrest. In't,11it mlcaI ii techJI
nieal measures within tie linesen t institutinal ('ointext I mu mchieve 
optinistic sliortrun results only to rul afouil of ('sllv soiul and 
lpolitical lhpheaval.

It is true, (f course, that tlie.s;e traditioail large farmus provide son1e 
processing and marketing ser'ies, and ainy tle\\ st ililt(il'';'ri'lloIf 

ture might require eliemr!2enioe I new nitarketimug (hizillls il il ul-bati 
food supplies wutld reili to I re-reforil levels. Icr'i.c, on well
tnanaged existing cullllcrvi+d farnis woluld IlnIbly 4,ll'st this 
tenidency solimewhlmt. 

These traditiomal farms also Iave irrigation svstelts,. c'11t i1il l)ltil(I
ings and storage facilities, nnd ittegrated use of ('olandillh l aimst ite 
that camlllit )e imtuneliztel"idalilpted to the needs (If individnl II('asint
farmners quicly or wit h~tt smie 'st. Still it would al .ir that there 
is little to lose'i h. machthe way (If prdiwltil t( gainl ill tile NviiN' 
of increased airt.icptionl anl eiltilvlnele t of rural people by tratis
forming inu(cht of this uiderumtilized aid lpm'ly ntan'mied land into new 
peasamt farms. Refortm is mot simple or (.lstless; it des alpp1ear to benecessary in tile face (f 111(ng jlressutres on thlie existig syste i. 

S. Existing sinallfa,'ms 
This seetor ,nll probably continute to absorb solne lildlhtioll in

crease until (levehlmmlent-ceated emplonment begins to cathtilu with 
l)Ol)t.ion growth. Self-eil 1h1lyed sinali farme's are generally willing
to work for lower' labom iilices than they would amicut. a s hred 
workers on larze famis or outside of mgi'icumltlire. If in addition,
technology ciui be adalpted to theirlineeds (as in l,,an and Taiwan)
and if markets and credit cil be made available to themi, snall faris 
(tlln eml)ov even inore people and conribit te mnore to imarketable 
surplus. It may be possible through public investment (especially in 
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service institutions), and incentive policies, to transform the upper 
third to half of this sector into small- and medium-sized commercial 
farms. There is no substantial evidence of this ever having been accom
plished in Latin America, though recent analyses of the Mexican 
experience are encouraging. 

4. New peasardfarns created by lawd reform 
Outside Mexico, Bolivia, and Venezuela there are not many new 

farms of this kind. Those that do exist-and those that come into 
existence as reforms tire put into effect-are in many respects similar 
to minifundia, except tI'at they are larger, since the man-land ratio is 
usually higher on minifiindia tain on the traditional large farms from 
which tile new farms tre created. Land reforms always run the risk 
that after some time has passed poplulation increase will make the new 
peasant farms resemlble existing minifundia. 

As with existing small farms, attem pts should be made to move 
reform-created farms as rapidly as possible tow ard conmmercial agricul
ture with limited mechanization and increasing use of fertilizers, 
improved seeds, and )rotect ive chemicals. There is no economic reason 
why this should not be possible on the model of Japanese and Eurol)ean 
peasant agriculture, modified to 'uit wage levels of Latin Americilm 
countries. However, as we pointed out earlier, there is not yet a Latin 
American model of such an agriculture. 

Even if reform-created peasant farms only become subsistence 
units, reforms should not be discouraged. If reform does no more than 
provide secure subsistence for large numbers of rural people, it will 
contribute to economic and political stability and buy time for urban 
and industrial development to catch up with population growth.

Programs to provide secure and legal title for present occupants 
are less controversial than abrupt changes in landowning patterns,
and of great importance in some areas. In most Latin American 
countries, there are many so-called squatters on public lands. When 
titles are not secure the more economically powerful move in and claim 
ownership. Bitter conflicts develop over such disputes, and outbreakz 
of violence are not uncommon (as in the early settlement of our West). 
There are perhaps several hundred thlusand fairmers without title 
in all of Latin America. This is not conducive to political stability, 
nor does it offer the security required for long-term investments in 
agriculture. 

In general, the need is for flexible agrarian policies. Doctrinaire and 
ideological solutions are not appropriate, not only because conditions 
vary from country to country, but also because the policy needs of a 
given country vary over time. It would probably be a mistake, for 
example, for any country to adopt a uniform ceiling on land ownership 
applicable to all farnis. The need for further changes in all types of 
farms cannot be foreseen and dealt with by means of a single wholesale 
transformation of agriculture.

The emphasis should be on increasing l)roduction at low cost through 
yield-increasing technology along with inmaximum employment and 
employment security. It is not yet clear that this combination can be 
achieved on any one type of farm. Protecting the existing commercial 
farms will serve as a hedge against decreases in production and 
marketed supplies. Assisting minifundia farmers and creating new 
peasant farms will serve as a hedge against increasing unemployment, 
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decreasing employment security, and increasing unrest. At the same 
time a search should continue for policies and devices that achieve 
both production increases and maximum employment on all kinds of 
farms. 

B. ISSUES FOR TIE UNITED STATES 

However general the agreement that land reform is absolutely
essential to agricultural modernization in Latin American countries, 
the question remains as to what the United States can and should do 
about it. 

The United States cannot, of course, carry out land reforms in 
Latin America. The most controversial land tenure policy proposals, 
such as land redistribution, can be put into effect only by the national 
governments concerned. Still, what the United States does vis-A-vis 
Latin American governments and other l)olitical forces in tmse coun
tries can have an impact either in support of or in o)position to orderly
reform efforts. 

In the original charter of the Alliance for Progress the United States
clearly committed itself to encourage "'** * programs of coml)rehen
sive agrarian reform * * * with tile hel l) of timely and adequate credit, 
technical assistance, and facilities for marketin*g and distribution of 
products * * * Again this year at Ptinta lel Este the Presidents of the 
Americas pledged that "* * * the living con(itions of tile rural worker.i 
and farmers in Latin America will be transformed to guarantee tieir 
full p~articip~ationi in economic anol soc.ial ores' 

In Spite of this apparently c tego rical s "ilrtfor reforn, man 
aspects of the general U.S. )osture in Latin America tend to deter 
reform efforts. We have already discussed the growing tendency to 
respond )rimarily to shortrun l)resstires brought on by balance-of
)ayments deficits and urban population growth and to lay much 

less attention to tile potentially explosive political tensions of rural 
Latin America. There are other and sul)tler antireformn factors. 

For example, U.S. officials and representatives of )rivate com
panics tend to find themselves, in many cotuntries of Latin America, 
in a close and continuing alssociation w%-ith conservative elements in 
national l)olitics. This is not, as Latin American leftists are wont to 
charge, the result of a sinister reactionary plot. It is the natural 
consequence of living and working il highly stratified and class 
conscious societies where tihings are accom)lished by knowing tile 
right l)eople. If a U.S. company is to operate in Latin America at 
all, it has little choice but to idlentify with and accel)t the working 
rules followed by the l)eol)le who have power an( who can get things 
(lone. For the same reason U.S. Emiassy and USAID staffs are often 
forced to work with elite groim ps, which are alost inevitably the 
most conservative. Consequently, the U.S. Govermment ten(s to be 
cut off from meaningful contact with popular movenments in Latin 
America. One restlt is that reformist elements find themselves seeking 
ideas and support from groups which are ideologically opposed to the 
United States; thus hatred and antagonism toward the riding national 
elite is automatically transferred to the closely allied U.S. private 
investor and public official. 

There is, in addition, some lack of enthusiasnm about land reform 
on the part of many Americans working in Latin America because they 
see in it a danger to orderly procedures and the rights of private 
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property. At its extreme, this view represents the exporting of an 
almost absolutist philosophy that ignores the extent to which private 
property is regulated in the United States itself. 

Land reform means, among other things, a wider distribution of 
the rights that accompany the ownership of land. Thus land reform 
always implies some basic restructuring of the rules of the game 
that govern the role of property in the society. This may sometimes 
extend to nonfarm sectors-both foreign and domestic. We need to 
face the fact that if we encourage a government strong enough to 
carry out meaningful reforms, we will be encouraging one that derives 
much of its power from popular movements not initially ver-r friendly 
to U.S. Government personnel and representatives of U.S. private 
enterprise. If we actually wish to see reform brought about, we will 
have no choice but to support governments that on occasion embarrass 
U.S. officials. The real test of our intent will come if, as may occur, 
such a government chooses to nationalize some land or other property 
owned by U.S. companies as a part of a program of internal reform. 
If we are serious about encouraging the reforms that are essential to 
modernization of Latin American agriculture, we must be ready to 
study each such case objectivelyand debate the consequences of 
alternative responses in terms of overall foreign policy rather than on 
the basis of a rigid criterion universally applied. 

Advocating and supporting reform in Latin America may mean 
dealing with governments that are not always friendly, that may at 
times embarrass us, and that may on occasion require us to swallow 
some pride. Yet, to withhold support from truly reformist govern
ments will merely heighten the pressures that lead to violent eruptions 
and eventually to more radically anti-American governments. 

Supporting land reform as a part of our efforts to modernize Latin 
American agriculture will requ ire different policies in different coun
tries. In several Alliance countries, land redistribution continues to 
be the object of controversy and national debate but there is a strong 
official commitment to refo'rm and already some record of accomplish
ment. In these countries the United States should provide direct 
financial and moral support for programs of land redistribution, in 
many cases accompanied by research on alternative procedures and 
evaluative followup studies. 

This kind of U.S. support could be decisive in countries where there 
is still major opposition to the reforms which must accompany 
modernization of agriculture. 

In two countries, Mexico and Bolivia, land redistribution is not a 
current policy issue but an accomplished fact. To a lesser extent the 
same is true of Venezuela. The issues that confront U.S. aid policies 
in these countries are not related directly to redistribution projects 
but to the matter of how best to increase employment and produc
tivity on the newly created peasant units and the progressive medium 
and large farms that were preserved in populated areas or established 
in areas of new settlement. In these countries, as well as those with 
lesser accomplishlents in refornu, the United States should: (1) pro
vide technical assistance and financial ai( for land titling in reform 
areas; (2) provide loans and assistance in implementing credit and 
information programs for new landowners and existing commercial 
farms; (3) help finance road construction and other social overhead to 
provide access to newv settlement areas in those cases that offer 
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promise; (4) sit pport local efforts in training and research related to 
and reform andagricultural development.

There is, of course, a third group of Latin American countries in 
which there is little or no commitment or intent to carry out mean
ingful reforms. InI these countries there is little that we can do beyond:

1. Assisting in titling procedures for squatters who are settling the 
frontier;

2. Aiding efforts to incorporate existing small farms into the com
mercial sector through extension, credit, and marketing programs
(where feasible, such programs should be provided on a package basis 
that integrates these services around a few high value commodities 
or crops);

3. Supporting policies that make it easier for l)easants ond agri
cultural workers to organize themselves into effective bargaining units; 

4. Encouraging better administration of taxes otn land. 
It will be well for us to recognize tire limitations on our ability to 

determine the scope and pattern of reform. There is no U.S. re'ipe
which we can or should try to impose. The most important step we 
can take is to review regularly our policies and programs to make sure
that we do not inadvertently (lelay or block legitimate reform efforts. 
The United States cannot force an unwilling governtent to undertake 
a reorganization of its agriculture. But we sloul be careful that we 
(10 not provide such a government with the kind or support that 
enables it to ignore or repress legitimate internal pressures for reform. 
To do so will merely )ost pone tlhe reforms and heighten the possibility
that they will be Violent rather tian orderly.

In general, when considering outlays of funds for agricultural
modernization in Latin America, CotngressImen and adlrtinistrators 
should recognize and11 vigorously ISl)Port the idea that modernization 
includes more tian an increase inl productivity as ineusured by a rise 
in agricultural exports and domestically marketed surplus. Invest
ments in Latin American agriculture nmust carry with them measures 
to improve the relative incomies of the disadvantaged rural majority.
In the words of the late President Kennedy, "Those who make 
peaceful revolution imipossible will make violent revolution inevitable." 

APPENDIX I 

CASE STUDIES OF LAND REFORM IN LATIN AMERICA 

There are, of course, no land reform prototypes. Each country
differs in factor proportions, technical experience, political conditions,
and cultural heritage. However, three OAS countries (Mexico, Bolivia 
and Venezuela) have carried out extensive reforms and their experience 
can be instructive for policyinakers who must deal with agrarian 
problems in other countries. 

A. MEXICO 

Mexico's land redistribution began in 1926, and enough time has 
elapsed to afford some tentative conclusions about the experience.
The striking progress of tile Mexican econoity has led marty to con
clude that the revolution and accompan ying land reform paved tie 
way for development. Whether or not the reform was in fact respon
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sible in important measure for this progress wvill likely be debated 
for a long time. 

No other country in Latin America has made comparable strides in 
agricultural production over the past several decades. And among the 
Alliance countries, Mexico's only rival for improvement of income 
distribution is Bolivia. 

Between 1941 and 1960 Mexico's per capita agricultural production 
increased by 46 percent compared to a world average increase of 12 
percent, and a decline in Latin America as a whole. By one calculation, 
based on FAO series, net agricultural output in Mexico trebled be
tween 1934/38 and 1964/65. Between 1949/51 and 1960/62 the value 
of agricultural production grew by an average annual rate of 4.1 
percent. 

Prior to the revolution, land concentration in Mexico was among 
the highest in Latin America. Likewise, the social situation of campe
sinos was probably more onerous than elsewhere in the region. An 
estimated 95 percent of the rural population owned no land. Produc
tivity in the agricultural sector was meager and absentee landlordism 
was the rule. Wages were low and because peasants were tied to the 
farm by debts, money seldom changed hands between landlord and 
worker. 

Now, a little more than 40 years after the initiation of the land 
distribution in Mexico, more than 137 million acres have been given 
out in ejidos. These are properties owned jointly by communities, 
but on all but 3 to 4 percent of them farming operations are carried 
on by individual families. In 1960 there were about 1.6 million ejido 
members living on about 22,000 ejidos, which accounted for 45 per
cent of the cropland, 54 percent of all landholders, and 35 percent 
of the value of all farm production in the country. 

A third of the land now in ejidos was distributed between 1935 
and 1940. Between 1941 and 1958 very little land was given out, but 
the rate increaset again during the regime of President L6pez Mateos 
(1958-64). The man-land ratio varies a great deal, but on the aver
age there are about 67.5 acres of land per ejido member, of which 
al most 17.5 acres are cropland. 

Ownership is circumscribed. A member of an ejido (ejiditario)may 
legally will the land to only one of his children; he may not sell or 
rent it (although infrajctions of this regulation aire common); lie may 
not mortgage it to secure a loan (which is responsible for a dual credit 
structure in Mexican agriculture). Furthermore, if an ejiditario fails to 
cultivate his land for 2 successive years, iL may by law revert to the 
ejido to be reassigned. If lie rents it. out, a similar reversion is legally 
possible. 

Ejidos are organized to provide for maximun local control. The 
general assembly elects an executive committee and a vigilance com
mittee. Every member of an ejido gets a certificate of agrarian rights 
and, ultimately, each is stlp)losed 'to receive a title. (Only about 15 
percent of the'ejido members actually have this title as yet.)

The ejiditarios (lid not pay for their hinds. The government reim
bursed the original owners a fraction of commercial value up until 
1931 when it suspended the practice. Even when compensated, the 
owners gained little, since they were remunerated on the basis of 
their own personal declaration of value for tax purposes, a very low 
amount. 
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The revolution and land reform resulted in a dual system of agrcul
ture, the ejido on one hand and the private farm on the other. Many
commercial or potentially commercial farms remained in private hands 
throughout the revolutionary period. In some cases these were un
expropriated remnants of traditional large units. Production ol these
farms began to increase rapidly after 1940 when the private sector 
began to recover from the initial shock of the land reform. Frontier 
areas were left open for private development (ejidos were given out in
the most densely populated regions) and there were large public
investments in irrigation works which vastly improved production on 
these privately owned dry farms. 

In contrast, little public money was used to support the ejido or to 
provide ejido farmers with modern inputS, extension, or markets. This 
inot to say that ejidos have remained completely outside any benefitsof governmental investment in the agricultural sector. But they are, 
as one commentator has claimed, "underfinanced, underdeveloped,
underirrigated, and overcrowded".'

Heretofore, most commentators h1ave ocluded that it took ntil 

1940 before the production of corn, wheat, beans, and rice in Mexico 
regained 1920 levels. This is now being seriously questioned. One 
problem is, that while statistics can be fairly accurate for most 
marketed surphls (which certainly did drop for the products men
tioned), they cannot account well for the home consumption of 
produc3 grown by campesinos. It is quite possible that production
remained the same after land reform or even increased, but that more 
was consumed by )easants. 

The decennial census of 1960 which became available in 1965
makes it clear that the ejidos have nmde considerable progress.
Ejidos apparently did not produce more in 1950 than they (lid in 
1940. But 1960 represented a large increase over 1950. There is no 
clear indication of any significant difference in crop yields between 
ejidos and private farms over 12.5 acres, when all commodities
aggregated. Private farms under 12.5 

are 
acres had slightly higher yields

in several crops, indicating more intensive tillage and higher pro
portions of high value crops. 

Considering total output, the situation has been thus summarized: 
The ejidos doubled their farm output froin 1940 to 1960, while their labor 

force rose much less and their use of capital and other externally generated factors 
of production remained at a low level. It cannot be denied that this higher output
with little change in labo': and capital must have meant sonie modest increase in 
the level of net income of the ejido population. The private farms over 5 hectares, 
on the other hand, nearly doubled their use of labor while their output rose by
3% times and their use of capital and other purchased inputs were much higher
than those on the eji(los. It is therefore difficult to say whether the rate of net 
produce per worker on the private farlns over 5 hectares rose inore or less that)
that oa the ejidos. Since, io begin with, the rate was highcr than that of the ejidos
(because ejidos were established principally in congested areas) the difference in 
rate between them and the private farms may have diminished somewhat.2 

I Wolf Ladcjinsky, "Traditional Agriculture and the Ejido." Unpublished manuscript, Oct. 26, 1966 
p. 41.Folke Dovring, "Land leform and Productivity: The Mexican Case, a Preliminary Analysis."
AERR-83, Department of Agricultural Economics, Agricultural Experiment Station, University ofIllinois, November 1966, p. 13. i. ive hctares equal approximately 12.5 acres. 
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A surprising gain has come simply from applying more labor to the
land on ejidos. Average annual expenditures for external inputs was
635 million pesos for the farms over 12.5 acres and 251 million pesos
for ejidos, which account for a slightly smaller total area. Thus, the
large commercial farms are "using more of the hardware that might
otherwise have been invested toward more rapid industrialization of
the country." 3 The same is doubtless true for public expenditures,
since farms over 12.5 acres have enjoyed the benefits of more of thisfunding than ejidos. The "ejido production is cheaper, in a social
account opportunity cost, than large-scale private farm production."

Thus, while the product vity picture is mixed, it is far from bleak.
And Mexican campesinos are immeasurably better off in terms of 
employment, income, freedom, and possibilities for advancement than
the were before the reform. As the peasant's buying power has risen,
he as helped stimulate the industrial sector. And as the industrial 
sector grows, more and more campesinos are gradually finding their 
way into the city labor force. Reform has brought economic incentives
that were absent under the old system. There is evidence that literacy
in the countryside is increasing. Thousands of peasants who formerly
had no claim on education and no participation in local government 
can now petition for schools or tax themselves to build their own.

Many former owners of haciendas who lost much of their land began
to take better care of what they had left in order to avoid a ruinous
drop in income. Capital accumulation and investment thus followed 
on the heels of reform. Reform (except possibly in the very short run)
did not drive capital out of the agricultural sector, but required it to
be used more effectively. In transforming the political, social, and 
economic balance of the country, it is possible that land reform had its
major impact outside of the ejido sector--maybe even outside of 
agriculture.

There are doubtless many improvements which could be made in the
ejido sector. There is wide variability in performance which does not 
show through in gross data. The structure of the ejido itself merits
serious rethinking. For example, ejido farmers should perhaps be
allowed to sell their property to others within the community in order 
to get some return on their investment as theyleave to take jobs in other 
parts of the economy. Then, too, there is ample evidence that a large
proportion of the sector suffers from lack of services. Public invest
ments in market, extension, and credit would likely increase produc
tion. A more intensive focus on the ejido will become necessary as the
frontier shrinks and expansion of agriculture at the "extensive margin"
becomes more difficult.

In sum, the Mexican precedent generates optimism about land
reform. Hopefully, reforms in other countries would need to be neither 
as violent nor as disruptive as was Mexico's. And it should be possibleto shorten the time required to bring marketed supplies back to and 
above pre-reform levels. 

8Ibid. p. 15.
 
t Ibid. p. 16.
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B. BOLIVIA 

Conpared to Mexico, reform in Bolivia took place more quickly, onpoorer land, and in a later era. Because of its contemporary natureand its lack of institutionalization, data on the Bolivian situation arestill quite scarce. Again, the Government did not-possibly it couldnot-channel investment funds into the newly restructured agricultural sector. And agricultural progress that has occurred in Boliviasince 1953 has come about through institutional change ind without
apjreciable capital investment designed to increase yields.Decree No. 3464, signed August 2, 1953, was an attempt to recognizea partly de facto situation growing out of the revolution of 1952.During this upheaval, which was relatively bloodless, thousands ofcampesinos rebelled and seized the property they worked. Most ofthis land was poorly exploited. While there is no universal agreementas to the process by which the reform spread, it did so very rapidly.It probably began in an area where peasants were already stronglyorganized-in the Cochabamba valleys. It seems to have diffused as more peasants organized and as the revolutionary government inLa Paz encouraged peasant unity in an effort to capture their )olitical

supl)ort.
Bolivia's land reform law makes a distinction between idle ruralproperty and agricultural enterl)rises which are "operated with largecapital' investment per unit of land, producing for tile market, withlabor paid in cash wages fin( enjoying the right to organize and par

ticipate in collective bargaining, regardless of the amount of land heldby the enter prise." I In fact, Jle law was only partially successful inprotectingl ese agricultural enterprises.
As in the Mexican case, the decree established the rights of Indiancommunities to recover land iisurped from them under tile oldregime. Furthermore, all Bolivian citizens, 1 years of age or over,wf intended to work the land could receive a grant on the conditionthat they cultivated it within it period of 2 years. Peasants wholived on the haciendas were declared owners of the land the worked.

The National Agrarian IReform Service would later formalize their 
claim.

The density of )ol)tlation in the high Andes was so great that only
in very exceptionid circumstances could the minimuni 
 holding, asdefined by the decree law, be granted. In order to satisfy the maximumnumber of campesinos, smaller units were given out; this resulted insubsistence farms in the most heavily settled parts of Bolivia andcreated presstires, felt even today, for sttlement on the frontier.Recent work challenges the widely held assumption that the Bolivianland reform led to a decline in production. 1VIarketed supplies certainlydid drop off. The U.S. operations mission reported that productionindexes fell one-third between 1953 and 1954-55. U.S. Department ofAgriculture data shows that production continued to decline untilabout 1956, while tile upturn in the 2 succeeding years wias slight, but
these were extremely dry years in Bolivia.The prerevolutionary marketing system was disrupted by the reform. It is possible, therefore, that production was not interrupted asmuch as previously supposed, but that increawed peasant consumption 

N. 
Richard W. Patch, "Bolivia: United States' Assistance ir. a Revolutionary Setting," in RichardAdans, et al., "Social Change in Latin America Today." Vintage Books, 1901, p. !27. 
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and a faulty marketing mechanism were responsible for the apparent
decreases. A dual marketing system prevailed in the northern highlands
prior to reform. Agriculture seems to have been vertically integrated to 
uncommon degree. Absentee landlords operated stores in town through
which they sold most of the produce of their farms. Peasant workers 
on the landlord's farm delivered the produce from all but their own 
subsistence plots. Peasants took barley directly to the brewery and 
wool directly to the mill, both of which credited tlie landlord's account 
accordingly. Occasionally, buyers of animals came directly to the farm. 

The second major market channel was made up of barter-and small 
cash transactions of peasant families in markets situated in the pro
vincial and cantonal capitals. Here peasants dealt with retailers from 
the city who came to trade goods. They bought mainly small consum 
tion items, and usually paid with produce from thLir small parcels.
This market was never large since peasant plots were small and not 
very productive. They had little buying power and thus provided little 
stimulation for production of manufactured goods.

Most of the market channels operated by large landowners dis
appeared when they lost their land in the reform. It took time for new 
channels to develop and as a result the amount of produce available 
in towns fell off rapidly.

A restructuring of the market system began immediately and by
the late 19oO's and the early 1960's a single integrated market was 
emerging. The number of provincial and cantonal markets burgeoned. 
As quantity of goods sold in these "peasant" markets increased, so 
did the number of trucker middlemen. At the same time a return flow 
of investment to rural areas was set in motion. More consumer goods 
were purchased and more cash flowed into farm areas. The total 
amount of goods that was bartered dropped sharply and cash exchange
increased. There is evidence that more pur(hased inl)uts are used now 
on the northern highlands (in the form of fertilizers, hybrid seeds, and 
insecticides) than formerly. Peasant, participation in the money 
economy i, according to one study, more than four times what it was 
prior to the reform.' This does not include inputs for agriculture or 
other capital purchases-such its roofing, bicycles, cement-items 
which seem also to be much more prevalent in this area than before 
the reform. 

The reform has not, of course, solved all of Bolivia's farm problems.
Little technical assistance has been available from Government or 
any other sources. Credit made available for increased purchase of 
yield-increasing inputs was badly eroded by the inf!ttion of 1952-56. 

As one commentator has noted: 
t . . the 'land affection' process established by the Agrarian Reform Law has 

to date recognized the possession of some 400,000 rural families-that is, their 
legal right to receive titles to the holdings they possess. But of these, only about 
50 percent have actually received the titles. Almost all of these canipesinos have 
been in possession of these lanas for as long as 14 years. In many cases their 
lgal rights were recognized through a supreme resolution signed by the President 
five, six, or seven years ago, but they are still waiting for their titles. This state 
of affairs has, of course, created problems and conditions which prevent the 
economic and social development of the rural areas. The lack of security discourages
land investment among the campesinos and the old landowners who are unsure 
of their respective rights. Agricultural credits are not granted without a title. 

I Ronald James Clark, Land Reform, Economic Participation of the Peasantry and Economic Develop.
ment." An unpublished paper of LTC-CIDA,"Study cf Agramlan Stiuctutc in Bolivia," mimeogruphed,
March 1967, pp. 25, 47, 48. 
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Legal problems multiply as tbi years pass. The original campesino may havedied or moved and the occupiers must undertake the difficult task of provingtheir rights as successors. All of this, in turn, has resulted in a loss of faith in theland reform, both by the campesinos and the population at large. Also, it hasprevented the full application of the necessary complementary measures to a process of land distribution: that is, credit, technical help, marketing facilities, etc.7 

Despite the difficulties, Bolivia's hind reform seems to have paved
the way for long-run progress. One of its most, important effects has
been to break down the barriers tiat have traditionally separated the
Indian population front the national life. The "two worldculture" 
of the Indian and the white is being dismantled. As a result, the
fatalism of the Indian seems to be disappearing. Concomitantly, tile 
peasant (who now resents the epithet "indio') is more willin to
search out new possibilitis for self-advancement. This is perhaps
best indicated by the enthusiasmi that is now shown for building schools 
and by increased settlement in the lowlands. 

C. VENEZUELA 

Unlike the agrarian reforms of Mexico and Bolivia which flowed
from widespread disorder and violence, land ref,.,, in Venezuela has
thus far been carried out in a peaceful and orderly way. Large numbers 
of families have received land under the Agrarian Reform Act of 1960.
By 1963, official figures indicated that 33,000 families had been settled
oil expropriated private hldings and 34,000 on public lands. The 
reforms conltinue: the National Agrarian Institute reports that 40,782
campesino families (or about 78 percent of those who apl)lied) weregranltediand il 965. Again, unlike Iexico and Bolivia, agrarian
reform in Venezuela (at least since 1960) generally has distributed
larger land units and provided a widcr range of services to hnd reform 
beneficiaries. This has been fimancially possible because of petroleum
ealnings, part of wvhich the Government has allocated for agricultural
development. 

Venezuela's laud reform hats b~een dheely inItieiicec in both 5cope and
design by the Federaci6n (ampesina de Venezuela, a large and power
fill peasant organization with ia comlex history dating back to the 
1930's. Since thle overthirow of tile P~rez ,Jimu6nez dictatorship agricuiltural policies have been shaped by a close interaction of the FCTV and
and three politica l arties-Acci6n Democriitica (AD), Social Christian
Party (COPEI), and the Democratic Republican Union (URD).

The Canipesino Federation is the major pressure group influencing

the administration of agrarian reform. It also provides channel
a 
through which peasants gain access to government services and pro
grnms and seek official action for redress of grievances. The Federationderives its eflectiveness from its ability to generate political support
for )arties which further its interests. it hias 550,000 members and 
some 3,500 local unions. About 65 percent are affiliated with AD, 25 
percent with COPEI, and 10 percent with URD. Positions on thegoverning council of the iederation arc (ivided in roughly the same
proportions. In order to expedite the quid pro quo, it is common for 
Fiederation leaders to have parallel party posts. 

I Joeph R. Theme unpublished report cited In Peter Dorner, "Interpretive Synthesis and PolicyImplications of Land 'Tenure Center and Related Research," LTC Papers, Ne. 31, January 1.1967, mImeo
graphed, pp. 43-44. 
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AD don' tiated governments have been elected in 1958 and 1963.
The AD, in coalition with COPEI and URD, sponsored the agrarian
reform bill of 1960. This party coalition also pressured for substantial 
budgets for three reform agencies-the agrarian reform institute, the 
agency which provides credit and market support, and the organism
which provides extension and technical services.

Reform benefits are not restricted to union members, although a 
recent survey shows that areas with strong unions have received 16 
percent more benefits of agrarian reform than nonunionized areas.8 
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