
JOBS, POVERTY AND THE HGREEN REVOLU~rIONn

Uma J. Lele t at a1

Cornell lInivot'>sity

Prepared for:

Deve lopmeni

January 1972

DlSTRIBUTEO B1':

National TechnicallinfDrmation Sllllic:g
U" S. DEPARTMEH'f Of C{}MMERCE
52~i5 Port Royal Road, Springfield Va. 22151



Janua.ry If/,f;>'



I
\

13. TY.i>i: or Repoft &. Period
CovetedDepartment of State .

Agency for International Development
Washington, D.C. 20523

t-

I
i :rfJ:" K"'j' Words and Document Anaiysis. 170. Descriptors

I

I
I"· S~::I~:,n<~' Nn<.. t
16. Abs';i~-crs "'.;; r

·\'P.reeis~l& because ""the develo1!iilent policies of the., past· two decades hav'e been consistent
. with the old--reaJ;i--by of stagn~t agricu.ltw.'e, so:the- new rea~lity of technological break
through in agriculture requires a. new strategy.. Accelerated growth in :f9od producti()~

_provides ~::i:ngopportunities'for a reversal of the low-employment; u'6asic industtt;;~
approach. Such a change has £aI"£t~ing implications not only for the industrial
structure, but for the choice of production technique, the domestic savings rate, the j

scale of industrial organization and the level and compositi.on of tradE;"
) .

'\
\

117b. Identifiers/Open-Ended Teras

i!i7c. (:0:;\n Fid.!/Group 338
[13. i;,-·~.:l;bility S:'\te:nen~
I
1 I

L'_-

I
jl~-'.;:'.::
<~
'~



JOBS, POVERTY AND THE U GREEN
REVOLIJTION"

Uma J. Lele and John W. Mellor

U NEMPLOYMENT and maldistributim:. of wealth are now at the
centre of the stage in the drama of eoonomic dev(~loplmnt. Mrs.
Indira Gandhi's sweeping vic:tory in the massive Indian poll of

March 1971, based on tbe slogan Garibi Hatao-u down with poverty",
is to be consummated through greatly increased employmlent of tbe poor.
The Indian masses. impatient with politicians who blame political
instability for lack of economic progress. gave a clear mandate to the
leader who promised to get on with the joh.

The Indian's demand for productive employment is equally that of
his counterparts in Chile. Ceylon. BangIa Desh and Kenya. Despite the
difficulties of defining and estimating unemployment in a manner that is
universally acceptable, Booh estimates still provide a striking indication
of the magnitude of suffering and! deprivation in the$e low-income
countries. A large number of people are either openly unemployed or
largely underemployed in self-appointed. unproductive activities. earning
pitifully low incomes. The estimates of open employment are as high
as twcP!]' per cent in urban areas of More<:co; between ten to eighteen
per cent. ,n various Bolivian cities; tw<;nty per cent. in Kingston. Jamaica.
and Georgetown. Guyana; and seventeen, fifteen and thirteen per cent.
respectively in urban areas of Kenya. Ceylon and the Philippines.1 These
urban unemployment rates are comparable to those of Western nations
during the worst years of the depression.

Disturbing as these figures are. they represent only the readily visible
tip of the emploympnt problem facing the poor nations of the world.
The urban unemployed. piecing together a meagre living from occasional
service jobs and handouts from relatives. have. fled rural conditions which
they considered worse. Few places in the world have a genuine frontier
of adequately productive land to support the large numbers of people
now being thrown on the labour market by the rapidly accelemted
population growth of the past two decades. Using more of this labour
in traditional agriculture or by reclaiming marginal land can only provide
scant employment. meagre output and consequent poverty levels of
living. The poor. who in Nigeria. Peru. Kenya and India alike have only

1 David Turnham, The Employment Prob!~m in Less Developed CCluntrieS (OECD.
1une 1970), pp. 193-195.
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their unskilled laoo:.Ir' to offer for a Jiving. flock wherever there is even
a slight promise of employme~t nod income. Typically. Ihis reserve
army of the under-employed poor compr:ises over twenty per Iccnl. of the
labour force. For Latin A'1lerica, the Latin American Institute for
Economic and Social Planning estimates that over thirty per tcent. of the
total labour force is essentially unemployed with forty·five fler cent. of
the number in agriculture.\;

The rapid increase in population cCifitinually adds to the army of
unemployed; the long-term solution of the twin problems of poverty and
lack of productive employment is a redu(:tion in birth rates. In a typical
low-income country. the expansion of productive non·agricultural
employment at six per c-ent. per year will soak up the pool of unemployed
in twenty years if the total populatioll grows at two p~r cent per year.
but with the higher flow into the pool from a three per cent. rate of
population growth it will take -thirty-five years. The incentiv.~ to reduce
birth rates is great.

Unfortunately. the new entrants to the labour forc~ for the next fifteen
to twenty ye.us have ..'lready been born. In the next decade they will
increase the total labou! force by twenty to thirty per cent.. expanding
in number about thirty IX~r cent. f~ter In the 19705 than in the 1950s
as the accelerated birth rates of the 1950s mature into today's labour
force.

.' To meet the immediate problem of a rapidly growing labour force
imposed on existing high levels of unemploymen~ requires new
approaches to economic development. foreign aid and international trade.
The old approaches are inadequate. From 1955 to 1965. less developed
countries chose a pattern of growth which incre~sed industrial production
by 7·5 per cent. while industrial employment increased at only about
half tbat rate.3 The consequent rate (,'1 growth of income was inadequate
and the distribution inevitably went to a small class of capitalists and
a labouring elite which obtained the few well·paying jobs in capital
intensive industry. To change this record so as to provide more empioy
ment and a broader distribution of income involves such difficult political
and economic problems that many analysts still pose the problem as one
of a choice between a fast rate of growth of national income and a fast
rat!.' of growth of employment. There is fortunately now at hand the
knowledge and the means for resolving this conflict so as to provide
faster growth of both income and employment.

The basis "f both the political aud the economic problem in
development that is oriented towards employment is the unfortunate
fact that increased employmf'1Jt exace,rbales the equally explosive

:I United Nations, Economic Commission for Latin Ameri!:a, Economir: S:lrvey 01
Latin AmerICa 1968 (New York: United Naiions Publication. 1970), p. 29.

3 David Tu~'ll, op. cit., p. 131.



problem of inflation. Because of thl~ aJrt.i1dy beavy impiOfts of capital
good$, and low levels of exports, most low~income countries suffer
cbronh: balance of payments problems and hence cannot avoid inflation
by massive imports of consumer goods. Thus, if the POOI1' are employed
and spend their incomes on food and other consumer goods, domestic
prices tcnd to ri.s.e. Most governmlents then sacrifice c::mployment of
the poor in order to restrain the price increases resented bjrtbe politically
}lOtent urban middle classes. It is this dilemma of empDoyment versus
price stability which gives special -relevance to the potentials of the
" green revolution u. New ag,ricullur~l technologies can pl'ovide the food
nceded to complement increased employment ConcurrenUy. as cgri·
cultural producHon increases. the employment.g('nerated purchasing
poVtOCf of the poor can prevent thl~ fatl in prices which w')uld duH
incentives to ilirmen. Likewise. the greater purchasing power of farmers
provides a demand for increased output from the industrial sector.

Unfortunately, the utopian promise of flisteT economic growth
associated with greater emp!oyment is in sharp contrast to the widely
reported realities of the n green re;volution ". All too often income
inequity and unemployment have heen dramaticaUy highlighted by the
new high·yield varieties of grain. As compared to smaller cultivators,
the larger farmers can better afford the risks of innovation and they wield
more political power over the developmental agencies which provide
access to credit and crucial suppDics; such as fertiliser. s:eed and pesti
cides. More striking, the chasm separating the kulak <:ultivator from
the landless labourer is drasticaHy widened as yields per acre rise
dramatically, and employment increases little. The introduction of
labour intensive irrigation and multiple cropping may reduce the rale
01 increase of disparities, but the disparities remain and grow until
additional action is taken.4 For laoourers to receive the benefit of even
these secondary effeets, the political environment must be favourable
and economic policy astute. The benefits for the poor do not rise
automatically from the system as they do for the rich. An additional
danger from the system is that the increased profitability of farming
tempts landowners to resume cultivation of their tenancieo; and thereby
convert poor tenants into destitute labourers.

If the extraordinary promise of the emerging agricultural tecn
nologies is to be realised, a drastic change in policies towards employ
ment and industrialisation will be needed. High-employment policies

4 A carefully develo~d St't of estimates of the dllferenlial income effects of techno
logical change. given full acceptance of new technologies on an sizes of farm, is
presented in An Economic Analysis 01 ResouTU Use in Farming, Jabalpur District.
Madll}'Q Pradesh, India, 1967-68, by V. P. Shulka, Occasional Paper No. 26 (Cornell
University. October (969), p. 63; the tendency for small farms to fag behind the
large in adopting new technology is dooilIllcnted in. ~iDerential JUlIes of Ado{'1ion
of th/! New Sud Vari/!lies in India: The Problem of th~ SmaU Farm by Michael
Schluter, Occasional Paper No. 47 (Cornell Uni\'ersity. August 1971).
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require sharply increased supplies of food, but a .. gte<lD rcvolution ..
also requires a high-employnlcntpoJicy if income dillparities are not
to be greatly widened.

Past failure to generate a rapid increase in employment can be
largely exp;ained in temlS of the ascendant theories of <:conomic groYt1h
and consequent policies of capit.al intensive production and import
substitution. This development strategy was prompted by the emphasis
on structuring the economy tow31!ds the production 1:>f heavy capital
goods and reinforced by assuming Row growth potential for exports. The
domestic capit.al goods sector was to be built at an early stage of
development in order to forc~ immediate savings and investment and
to refrain from long-run reliance on imports. At the extreme. one first
produced not food. not fertiliser, not fertiliser factories, but heavy
machinery industries to produce fel1iliser factories.

It was also believed that minimising employment <lmd thereby con
sumption in the short run would conserve resources so that they could
be ploughed back into further expansion of the manufacturing sector.
The conclusions that follow from such assumptions may be stated
succinctly but simplistically as follows = the lower thl~ rate of gro\1;'lh

of employment and consumption in the short run. the higher their levels
in the long run. It is a bou~geois api1roach, for it is lhe poor who die
in the short run.

Contrary to the theory. the practice of capital intensive industrial
expansion has resulted in relatively low rates of savings. This is because
the initial establishment costs of these industries are often excessively
high compared to their counterparts in the highsllcome countries. While
most of tllese industries enjoy subitantial economies olf scale. their size
of operation in less-deveJoped countries often tends to be too small
to be economical. In addition. they often suffer from inadequate
suppJi~ of raw material. labour problems and probJ,ems of technical
know-how. All of these factors result in frequent closedowns and
under-utilisation of capacity leading to high unit cost') of operation, a
low level of profits and consequent lack of funds for reinvestment.
IronicaUy. the prophecies of low growth potential for exports have been
fulfilled precisely because the policies followed were based on that
initial assumption. Clearly. the low-income countries nave little imme
diate comparative advantage over their high-inoome counterparts in the
export of capital intensive products. India's highly sophisticated Second
and Third Five-Year Plans are classic e~amples of thew various assump
tions. strategies and consequences. The development policies of the
Philippines and much of Latin America are less sopbisticated but stilt
conforming illustrations.

••,.



Unfortunately. though the; bopi~s of the investment and capital goods
orientation were belie4. it is unJfikeiy that n greaterempbasis on em·
ployment. consumer goods and trade would have belen generally sue·
cessful without a technological break4hrough in ag:rlcultule. POt"
example. when India accelerated the groMh tate olf oon-ag.:ricuUural
employment in the cady I960s, relative food.grain rricesrose by
twenly~ightper cent in the (our Jllfe-drought yeatS. de~ipite an doubling
of imports of food grains. It is l~oUblful if ntis growing sectorial im·
balance could have been sustained even jf the di:&aslroull droug,,1rt of196S
66 had not occunC1P Not onIy would the economic bt3Se for grO\l,1h in
employment have been cut off. but the ~ifuation would have been
politicatly unacceptable as well. World supplies olf food were not
available on the lllliSsive scale needed to back employment-oriented
growth strategies in the devclopinj~ world as a M101e. eventhougb indi
vidual small countries sucb as Sollth Korea. Hong Kong and Smgapore
have he-en successful in matcbjnJ~ employment groW1lh witb imported
food. It is also questionable whether the rich countries would have be-en
willing to receive the vast quantitIes of labour·jntensive manufactures
that would have allowed massh"e commercial imports in the less
developed countries.

.,
Preciseiy because the deveiopment policies of the past two decades

have been consistent witb the old reality of stag;Jant agriculture, so the
new reality of technological breakthrough in agricultUh-e requires a new
strategy. Accelerated growth in food production provid1es striking oppor·
tunities for a reversal of the low-employment. " hasic.jndustry n

approach. Such a change has far-reaching implications not only for
the industrial structure. but for the choice of production technique. the
domestic savings rate. tne s.."ale of industrial organisation and the level
and composition oi trade. Furtber. because of its distributional bias
towards the rural elite. technological change in the agricultural sector
may itself be turned into an engine for growth i.n indusKrial employment

The upper income rural pooP!ie who receive tile primary benefit of

$ During the 1950s, non-agricultural employment grew at about two per cent. per
year, food grain production increased at ~twe;:n 2-5 and three pn cent. ~ year,
relative food-grain prices fluctuated around a ~i.able trend lin,e and Ihere was no
up"''ard trend in food-grain imports. From 1961 to 1964, before the great drought
of 1965-66. non·agricullUJal emplojlIleut increased at nearly fise per cent. per year,
food-grain production increased at about the same rate as illI !he 19SOs. imports
increased from 3·S million tons in 1960-61 to 6·3 ruillion tOll:; in 1963-<>4, to 7-S
million tons in 1%4-65 and relative food-grain prices rose t\.'enl}·-eight per cent.,
or 6·S per cent. per year. from 1%0 to 19M. F<lr analysis of the data for the 19Sfu.
see Jobn W. MetIor and Uma J. Lde, .. Alternative EsUrnates of Ihe Trend in
Indian Foodgrains Production During the First Two Plans," Economic D."}Odopmrnr
and Cultural Change, Vol. XIII, No.2. (January 1965); data for the period 1960
to 1964 is from various issues of Ihe '" Reserve B.~J:: of InlfuBulJetin ".



the new yield-increasing agricultural technologies already eal well. Con
sequently" they market tbe bulk (If their adtlJiiona11)foouction and
the,reby support growth in non·farun emploYI11,ent.& This tendency is
reinforec-d by the rapidly incteasillg iimportar.ce of ptr~h2lStd production
supplie;8. such as fertiliser. which r<:quirc incrc;ased marketings .in pay
ment. In oontrast,productioo inCtellsu achieved by tradilfonal labour
intensive methods of land reclaflll.lt.ictn and more careful ,crop husbandry
are paid in more substantial part to the labouring c1w:es and directly
consumed. Thus. while tbenew agricultural te~hnolCtgiC<j accelerate
gmwth in proouction. they aocel-erAle growth in marketings even more.

Unfortunately, the potentiatfor iincre4sing employment provided by
larger marketings and food may e:a,siJy be lost by inappropri.ate sup
porting policies. If incr~s:ed doml::slic food Il'rOOuction is u.aed only
to replace foreign food aid. no significaci increase in non·agricultural
employment will occur. H the food is exported instead of being con
sumed domestically. the growth im employment will depend on the
manner in wb;ch the foreign excnanjte is used. In most Latin American
countries. tbe pattern has been one of investmc'ot abroad or incceased
imports of consumer goods for uppetr·inoome classes. instead of alleviat·
ing the domesHc employment problem.t If the foreiJtn exchange is
used to import capital goods. s:o as: to expand the domestic industrial
sector. employment will inciease. How much employment increases wilt
of course, depend 011 the tecbnoIQgy of industrial development The
tendency has been to fritter aWA)l the potential on capital-intensive
industries. Mexico seems to he a classic case of the agricultural bre,ak
thmughs adding to rural income disparities but not being used to
accelerate the growth of industrial ..mploymentS Taiwan and Japan
illustrate the particularly successful use of agricultuIaI progress to
increase employment9

If food imports cannot be reduced or exports increased, tb,e politically
powerful landed classes will press for price supports and goyemment
purchases to maintain bighagricultural prices. What policymakers

6 Analysis or consumer expeoditure dala :Cor India Utows that the lower t'i<"eilty per
et'llt. in tile income diffribuuon, contsplOnding to tbe rural labmuwg class, ;.pend
o....er h-31f of increment> to total expo;nditure on food gmins alone. In contrast, in
tbe sixth, £eventb and eightb expenditure decile:s, corresponding to peasant colli
vators, only fifteen per ~11t. of ad~.ed 1~p:ndilUIe goes to food grains. So; John
W. Mellor and Uma 1. Lele, .. Farm Ca!.h Income and tbe Growth of Maf'uts n, a
paper delivered at tbe Stanford C()nferel!l.<Ce on Agricultural ne.c.!opment Strategies
in the 191Os, Food Research Institute, D¢::mlber 13-18, 1911.

1 A series of related polky factors are disc:uss.ed in: Celro Fortad,l, Dit1gnom oj troe
BnmlEn., Club (&rkcley: Univtuity of California Press. 1965>, p. 115.

S Donald K. Freebaim, U The Dichotomy of Pr05})erily and Poverty in Mexican
Asri;:ulture," LmTd Eco1f{}mics, Vcl. XLV, No.1 (February 1969).

t See the detailed analysis in: T. H. ue. In/uue/oral Capital Flt:rri's in tl-.e Economic
Dn'dopmmt oj TaIwan, lS95-1%fJ tlthaca, New York: Cornell University Puss.
1971); and Kazushi Ohkawa, Bruce F. Johnston, Hiro-~tsu Kaneda (editors). Agri.
cultun and Economic Gruwlh: laptJJfs' Expn14lfce (lap-an: Ullivemty of Tokyo
Press. 1%9).



often fait tl} realise is that an emptoyment~riented policy increases
<b:mQnd ffX food and thereby main:lains agricultural prices without other
action. It b: thus obvious that the: landed classes wi11 receive a pay-off
from tcchm)logical change no maner wbat the strafeSl' for maintaining
prices. i.e., whelher pri~ are mai:ntained by increased exports. reduced
imports. building up .. surplus •• stocks or increased employment. Since
the labouring class. comprising a large majority of thll population. will
benefit only from inCftased empi(Jlyment. the best strategy is obviously
the taUer. Unfortunately. the lMtdowning classes. with th-elr ci~sirc for
speed in the delivery of benefits. do not support the employment option.

The rapidly rising in,'''Ome of prosperous landowners and peasants
also offers a large and growing ta't base for the SUppoirt of employment
programmes. Even before the U grr:een revolution", thl~ landed interests
were undertaxed. Latin America. is notorious in this respect and in
India upper·income rural people ][)ay only about one third as much in
taxes as urban pe.ople in the saml:: income bracket.

The landed interests evade thl~ taxe'S which rould support employ
ment programmes and maintain high agricultural prices despite the
poverty of the masses. It is thelie tendencies. founded on greed and
ignorance. which tum tbe green revolution red. not the underlying nature
of the new agricultural techno!05ies.

Sharp acceleration in the agricultural growth rate places the im
mediate burden of employment expansion on programmes for rural
public works. Fortunately. increased demand for purchased supplies
such as fertiliser and increased marketings of food. both of which
accompany the agricultural break-througb. greatly increase the rate of
return on labour-intensive rural public works such as roads. land
levelling. irrigation schemes. and rural electrification. Some of the
increased food production may thus be used to feed an expanded rural
labour force. which in tum facilitates further increasle.5 in agriculfural
production. In addition. productive public works may be financed by
taxing local farmers who will benefit from the works and who would
not find it politically acceptable to pay taxes fo:r distant central
government purposes.

A high degree of scepticism exists among bureaucrats regarding the
effectiveness of rural public works. They believe. with some reason.
that resource.s allocated to rural public works will disappear in the
roffers of local politicians and {"Dlarge the scale of political patronage.
Their views are also influenced by the failure of many such schemes in

- the pre_u green-revolution I> environment of largely subsistence agri
culture in which there was little economic incentive for villagers to
support them.



Th(t iu~'teased tmpfoyxllent and income arising OU~ of ag;..ir:dtuml..
Jed growth {:,\U&e a much more f,han prorortionate inCt~dse in UtiS (J*:m?tld
for f:>rcJ!s. vegetables £nd livt.stock p;,oducts. TJ'lese. in tum. usc large
qu.;~tilk." uf, both pnxJuction and pro;;es,slng labo\l.r. f..".s long 83 the
b3t.lc.: f, tOil-grains !.~ctoris s1J\gr.&Il·~ bowevel'. its eff~ct b',)th CAl labour
Sl.mllly ,md Oli'put ttemand prohibit" 8n: increar.e in the production of
tbeoo ~l'Des of hgricultural CC:'?lmoditics. III the C>lse iClf livestock pro
ducts. golfn short7lges also raise the co-sts of producho"i. A rOli;:lh estI
mate fo~ Inrlia shows tbat the increase in incomes itSs;o:,;iatcd •....it~J, the
•• green revolution U will increase ~l demand tor roi1k aloth1 sm:"c;ent to
provide the equivalent or a fifty ]JeT cent. inet:.m.se in Rl1llual e:~i'loy

ment and income lJ the tifteell millivn landless labour families. These
secondary potentials in agrkulJ.ure require substantial public inv tstment
in new forms of reS"~rcb. edUc;.tiOll. credit and market (leve!opment.

While one set of policies expands rural employment. care must
be taken not to allow other policiies to throw addiUolllal abourers on
the market Tenants must be g,rotected from evictioo -by avaricious
landowners. Sman farmers roll;'! be as:Jisted by reduciug t1~,e risks of
innovation and increasing the availability of credit and }::o-duction
supplies. Laoourers must not be !Capriciously displaced by machin<t:ry.
Mechani~ticiD. is a particulady oomp!ex issue. Engine..ariven wells
may reduCt. water costs so much tnat more intensive cropfJing Kf,',U8lly

re~u1ts in 11 net increase it. Olf.. me 01 labour: tractors for NiIT)'iDg flH'JJl

output to market and feI1l1L'ltr lethe farm may fltrther ~ncoUJ·f.,~e

intellSi\~ (,~)et'atkn which uses more lalJ.rur ai!eJ,ether. Tmi"tOfi.l may
~iX'aiJionaU, Jl'e2:..'1: a l\\Qmlf bo'rtlene~·!.: at peal: l,'eai~s. raduating;
d~:l.\~ia cro, min,,: ~'-:;1 v. 'Zl~f, Qcr(;a!..~ \A1 ~" ... U~f; of ~<ib0Ur. Ln {;(.,.'\1:l",,' Jt_
~raet [)fS rna] fadliute 1h~ cons(;)lid21ted ;')~tatbr, or- ~nd, with displr,r.d
small fan.il~Di and ,J:-r;mts thrown. U(lD~s..~?'rily (,{'to ell,;. t1l'b~n) 1NJ

Ei ,.~~et A-;; is tbe case with muc:Z of dev..:.lopmeM~ t"Olicy, no sim}te
rule tan prov.ide optimalme'~lw,nlsp~tEori. W7'lat per*.ap~ <l;ouid be avo-~%
tbrough carefully thought 8>ut \Iolides is uneeorIomlc mechanisation tuat
occunt beUlHse of direc: 8p.: hldire,~t subsidies.

Mlllllulacturing and sPHi,-e il1duSlries must be the principal iong-run
source { '<-1.£'<ied em.gloyment. The rapidly rising :incomes of agri-
~uJt'J '-~ ,I!cilita:e accelerated growth iu industrial employm~nt

;''J...YU~ ~. demand for industrial consumer goods and. greater
:twin~} ~Qr j~ v'estl'!lent in those industries. It may be necessary to re
hllorw the~~ tendencies witlr a redistribution of income through taxes
aM land reform as well as through direct investment incentives.

i~nomists have for too long 'been the je.<;ters who rationalised the
desire of the rich to keep their money 'Jy stating that grOWUl requires
inve-~ent and saving and that the rich save more than the poor. In
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m!luy c01!:.::.tries the rich not only save Httle. bUl the pattern of their
cOJlsumpHon is loaded to\ltards imporl'l and carJilat intensive t}"PCS of
domef.t\~ proouctioo, A higMl" IProportion of wealth i.n the pockets of
those wl\h lower incomes would in many countries direct cOlAsumption
tnwards produ~ls providing m.(IXe local jobs. and raise sayings and
;rw,ertlulcnt rnt~s in newly prolitlablclocal industries as well. In l.atin
Amark~. thefe are m.allY countries .needing ret:1istribul1on of income in
orC~r to foster a more employment-oriented industrial structure. It is
n(,~ t\«ide·nt that the nigb growth·rate countries such as Taiwan, South
K(lret~ and Japan have a much brooder' distribution of income than lower
~fOwlh.rato countries such as th1~ Philippines.

'flu; ropid expansion of small scale industries. both directly in the
'{1foouclion of oonsumer goods ana ancillary to largC'..·seaie firms. of!~rs

one of the most effective means of expanding emp,loyment. Products
such as &'Cwlng machines. hiC)'cl~.t:wn:st&tor ['tldios. agricultural lrnpte
ments and other small tools and machinety axn to a ,considerable extent
be manufactured in whole or in part in small-scale i11dustries that make
many more jobs per unit or capital tban do the la.rge·scale indust.nes
introduced under modem import dil:ptacement s;(~hemes of develcpment.
In addition, in the absenoo of an organised capital market and of
investnlent-criented price and fiscal policies in the agricultural st(;tor.
small industries pwvide 8.nefficient way of fostering and mobilising
small savings in. lite agriculluml sector. The de\'clopment of medium
and small industries mzy also hel!, countries to ?ovoid the rural·urban
dicholOID.;" that bas arisel1 in IOost industrialised natic-m today. with
unfortunate social. polith;.1 81:ld environmental conse.quences. l'he
develop111ent of small·sc1~te industries requircii larte public investment in
power and transport and attention to m3!ly sp"'....cialproblems of credit.
relations with Iarge.scale mdu$trv, anJ access to export fi\ll!'ket. supplies
of raw materials and Il"s'cbinery.

All the cmploym~I:t measures dencribed here are initially l.uorc
profitable and progress more rapidly where agriculture is already pros
pering, Consequently. the explosive widening of regional income d~s·

parities is one of the most intractable conuq1iences of the .. gret\H re',o
lution ". It is the poorer class in the backward regions wlto suffer the
greatest inequity in economic development.

Unfortunately, the politics of regionalism often r:einforce an fke~".dy

difficult 9'COnomic problem because they restrict tlhe free trarisfer of
food to backward region~ and (]If surplus labour awolY from tf,em. thuEi
seriously hampering a regional balance in development. The political
bargaining power of the economically. stronger regions also diverts dis
proportionately large financial resouroes to these regions. Further. it is
the regions which have-made considerable headway in de",-elopment that
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arc capable of exp'oiUng lhe investments in new 11wjeJcls mOfe e'1fcc~

lively. 'Thoy thus aoow a high ratc (If return on invc:rtm~lnt in the short
fun. These (orces have been Skoog)y reinforced by fO.I'e1gll aid.g.ivers
Jl.~ planners whC' mu&t often justify th~ financing of projfds on narrowly
defined cost bene6t ratio!. A fresh view must be taken (If the problems
or anocati~ resou~s betwe:en different regjo~=. Tbiis mu.st inwr·
poratc luuch broader and longer~r..m cff~ts of wvestments on growth.
The economic disparities ani the co,o5eqllent civil war between the two
wings in Pakistan have vividly brolUght borne the stark effects of the
po1ilics of regionalism and narrowly' dennedin\'cstment c·riteria.

•
In the pallt. massive foreign aid! has pushed low·im;.ome countries

with a stagnant agriculture towa,rds capital-inte:nslve indust.ries in
which tbey ba-re the feast c/jmp:lI£8Iive advantage. This has meant
high cost production, a relatively low rate of return. and a con·
sequently poor capacity tor tilt: re:lXlyment of loans. The ajd-giving
a8~ncies have also encouraged low-income countries to adopt the tech·
nology uf high.income countries, which are suited to differcl1t proportions
or c.'apilal and labour.

Succes.s mthe agricultural sector has pro\'ided a new impetus for the
development of agricultural tochnologies which cate.r for the different
physical conditions prevaUing in lOW-income countries. A similar effort
must be launched in other sec:tors of the economy to e"'olve technologies
suiled to the economic condition of abundant labour. Foreign aid can
playa significant role in developing the neces.sary s,cientific :..llrastructure.
But the development and appraisal of plOgrammes will have to make
less use of foreign consultants and their technotogkal biases and more
use of the rising research and de'llelopment capabilities of the aid~

receiving nations.
Carefully used. in conjunction with a buoyant agricultural sector.

foreign aid may supply the capital to complement labour~using indus~

tries. Light electronics. a wide range of other modem consumer goods
industries and even some capital goods industries such as li~lt machine
tools can all profit from the advantages of cheap labour. The result is
low cost production. high profits and consequent high rates of capital
formation. Iu the potential for such industries experiences an initial
rapid expansion. the need for capital is likely to outrun the supply from
domestic savings. creating a major oJPportunity for effective foreign aid.
The contrast &;:;:ween this approach and the capital.intensive one may
explain why foreign aid has been so ;effective in some countries. such as
Taiwan and South Korea. and £0 ineEf~ive in others.

Since the agricultural break·tl!rougbs have been sigr,ificant mainly
in foodcrops. shortage of other agricultural raw matJ~rials such as



cotton and oilseed are now likely to ~~ serious constraints on the expan
lion of ernr1oytnent. Foreign aid oould plAY a particulady significant
role in identifying and supplyIng these commodities in the short run and
in providing technoJog!cal assistance to increase their producUon in tbe
long run.

The form of aid f.hu! needs to be ~:omplementary to the form of the
development pnxeu.Where the agricultural sector moves rapidly there
may be a netd for foreign aid in the Worm of capital goOO.s and foreign
exchange. If the agricultural &ector is stagnant. however. and hence
inhibits tbe growth of employment. Itoreign aid should c~mpha.sire the
development of the technological inflastructure for fostering tbe seed
fertiliser revolution. Where water control constitutes a major bottleneck
in the spread of the new varieties. it sitould take the form (If investments
in irrigation. particularly as a way of redudng regioflllt disparities.
While these longer-terro policies are being implemented. food aid can
be used for exp.'\l1ding employment in balanc¢ with growth in capit3J.
East Pakistan was particularly In need of the latter strategy. and BangIa
Desh will continue to remain so.

The development of a labour-intensive industrial 8e<~tor alsv has
signific-ant implications fM the expansion of trade. Demand wiH e1\pand
:apidly for mAny types of impc,r ;d raw materials and c-apitat goods
to combine with labour. The immedIate need for foreign exchange is
often viewed by the planners as ull[ortunate. However. what is not
recognised is that the development of a growing domestic market for
labour·intensive industrial products may prepare the way ior the even·
tual development of exports. The experience of Japan and Taiwan and
more recently of India demollstrateslhe large potential for exports of
labour-intensive goods. not only to other low·income countries. but
also to advanced industrial nations where labour has lY..r.ome increasingly
dear. Success in exports may even make it possible tl) supplement
domestic agricultural production with food imports to sustain a some
what faster growth of employment than would olherwise~ be possible.
Commercial food imports by Communist China appear to have allowed
a much more employll"ent-orientcd approach than that followed by
the Soviet Union. India could profitably develop rice imports from
TIlailand for the same purpose.

In the long run, the expansion of trade is to be p.mferred to aid
because trade encourages specialisation in those types of commodities
which use more labour relative to capiilal. However. foreign aid can play
a particularly useful role during the i.n:te:rim period when tiue demand for
imports of capital and raw materialls outstrips the long-run export
capability.

* ..
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lhc development approach fl>utlined above provide:s a positive
alternative to the capiUl.l·i~lensivc~. import-displacing. low.empkyment
growth pattern follnwed by many low-income countrle:s,. At the theoreti·
cal level, our approach emphasises a consumer·goods orientation. We
contend that this would aocelera{~) the growth of employment. savings
and exports. We bnve shown bow a rapidly expanding food supply is a
sine qua non for such an approach. Severnl factors p~ay a crucial rolc
in dctennining whether tho potenUlds offered by the technological brenk
through in agriculture are fuHy cJtploited.

First, allbough the ma!oitudc ~llld the momentum of the agricultural
revolution may be disputed, it is al fait accompli in thl~ important sense
that the concept of agricullurat development has b~en drastically
changed. However, if the myriad scientific, administnltive. institutional
and political intricacies of the U green revolution" am Dot attended to
diligenUy the revolution may hall.

Second. both to accelerate growth ill agricultural production and
broaden the distribution of bene·fits. eff«tive poJjcic~s are needed to
extend the" green revolution" to sman farmers. to prevent the dis
placement of tenants. to confine farm mechanis.ation to the few socially
desirable functions and to expand rural employment through the
diversification of agriculture intointenslve crops and livestock and the
development of productive ruralpubJic-works programmes..

Third, success in agriculture provides an opportunity for a fresh
l(\ok at industrialisation policie.s. The governments of many cO'lntrics
are dominated by the ideology of large public sector capital-intensive
enterprises and are often neither willing nor equipped administratively
to caLer for the needs of a more atomistic employment-oriented type of
industrial development. Investment in the public sedor need not be
discouraged. but it may netd to he redirected. New industrial policies
may also need to be coupled with the encouragement of private invest
ment through tax incentives. market development. re-search support and
other devices. as well as by discouraging irnport-oriented conspicuous
consumption by high-income groups.

Fourth. export markets must 1>(l sought more zealously. Industrialised
countries have often followed a pOlicy of too much rhetoric and too little
action on allowing imports of competitive products from low-income
countties. On the other hand, tbe Im'l-income countries' lack of initiative.
poor quality standards. and delays in deliveries of goods must often take
some of the blame. Improved agricultural and empl0,ment conditions
should give an impetus to the reform of export and import policies.

Fifth. a strong argument must be made ior accelerating the flow
of aid to Jo:,·.y·income countries. The appalling drop in aid from the
United States reflects the growing frustration of Amuic-:.n liberals at



their failuro to provide aid more mtaJ1~ingfuJlY.And of oon,servativcs at
their inability to interfere with the policies of the less.<Jevl~loped coun
tries. While some poor countries are l~:tured for not sharinjS the· income
of their faater.growing ttgions with their laggard ones, olhcJI"S have betn
idealised as models of groVJ1h precisely {or these same flessons. The
higb-yielding varf.eties. for wbicb foreign assistance can claim significant
atdit. provide new potenli~ tor self-sustained growth in low-income
countries. Our analysis empbasises Ibn need for a careful exam~nation

of the manner in which growtb is fostelred through aid and a dear need
for a discriminate increase in economic: aid while growth 01: ag;icultural
produetioois accelerating. Il is ul;fortunate that the suppl)r of aid may
decline precisely when the opportunitiM for its effective use are growing.

Maintaining a high growth rate in food production ~lDd fostering
employment-oriented industrialisation (lbvitlusly require new policies in
low·incoroe countries that go beyond socialist slogans and symbolic
nationalisations. It ali ) requires more from the high·incolll1c countries
than pious lectures about tree trade and bootstrap de\'elopmtnt.
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