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THE ECONOMIC CASE FOR LAND REFORM: 

EMPLOYMENT, INCOME DISTRIBUTION, AND PRODUCTIVITY;: 

Peter  Dorner and Don Kanel** 

Pro fess iona l  l i t e r a t u r e  conta ins a wide range o f  v iewpoints  on 

the i n t e r r e l a t i o n s  between land reform and a g r i c u l t u r a l  development. 

Th is  divergence o f  views i s  ev iden t  no t  o n l y  among a g r i c u l t u r a l  pro-  

duc t i on  s p e c i a l i s t s  bu t  a l s o  among a g r i c u l t u r a l  economists. O f  course, 

some o f  the bas i c  quest ions invo lved  i n  land reform concern p o l i t i c a l  

and s o c i a l  consequences which a re  no t  always q u a n t i f i a b l e .  Others,  

however, a re  r e a d i l y  sub jec t  t o  emp i r i ca l  v e r i f i c a t i o n .  Th is  paper 

deals  p r i m a r i l y  w i t h  e m p i r i c a l l y  demonstrable r e l a t i o n s ,  a l though 

evidence on some o f  the quest ions invo lved  remains incomplete. 

We w i l l  no t  d iscuss land reform i n  s p e c i f i c  d e t a i l  nor e l abo ra te  

on i t s  d e f i n i t i o n .  Ne i t he r  w i l l  we exp lo re  the  impor tant  p o l i t i c a l  

and s o c i a l  consequences t h a t  u s u a l l y  accompany land reforms. We 

recognize t h a t  such reforms may r e s u l t  i n  (o r  a re  intended t o  b r i n g  

about) a major r eo rgan i za t i on  o f  s o c i e t y  as w e l l  as o f  the  a g r i c u l -  

t u r a l  sec to r .  We do view land re fo rm as more than changes i n  tenure 

o r  ownership cond i t i ons .  Espec ia l l y  i n  the L a t i n  American case, land 

reform must be seen t o  inc lude  a r e d i s t r i b u t i o n  o f  land, a reorgani -  

z a t i o n  o f  a g r i c u l t u r a l  producing f i rms ,  and the development 
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and ex tens ion  o f  suppo r t i ng  se r v i ces  t o  the  reformed and t o  t he  

e x i s t i n g  smal l  farm sec to rs .  

Our concept ion o f  a g r i c u l t u r a l  development inc ludes  more than 

growth i n  ou tpu t  per  c a p i t a .  Development cannot be measured by 

changes i n  any p a r t i c u l a r  s t a t i s t i c a l  s e r i e s  o r  a long  a  u n i -  

d imensional  sca le .  We view a g r i c u l t u r a l  development as widening 

t he  economic o p p o r t u n i t i e s  f o r  t h e  mass o f  people  i n  the  a g r i c u l t u r a l  

sec to r ,  improv ing t h e i r  s k i l l s  and c a p a c i t i e s  needed t o  e x p l o i t  

these o p p o r t u n i t i e s ,  reduc ing mass pove r t y ,  and e l e v a t i n g  t h e  con- 

d i t i o n s  o f  l i f e  among t he  r u r a l  popu la t i on .  1 

Th i s  paper w i l l  beg in  w i t h  a  b r i e f  h i s t o r i c a l  e x p l o r a t i o n  o f  

land tenure systems and t h e  d i f f e r e n t  f u n c t i o n s  o f  such systems under 

va r y i ng  economic, p o l i t i c a l  and c u l t u r a l  c o n d i t i o n s .  Th i s  i s  f o l l owed  

by a  d i scuss ion  o f  t he  r o l e  o f  a g r i c u l t u r e  i n  c u r r e n t  economic 

development, e s p e c i a l l y  as i t  r e l a t e s  t o  ques t ions  o f  employment and 

income d i s t r i b u t i o n .  Inc luded i n  t h i s  d i scuss ion  w i l l  be t he  p o i n t s  

o f  d i f f e r e n c e  between a g r i c u l t u r e  and i n d u s t r y ,  and the  problems o f  

reasoning by analogy f rom the  exper ience o f  t he  i n d u s t r i a l i z e d  

c o u n t r i e s  i n  d e v i s i n g  a g r i c u l t u r a l  p o l i c i e s  f o r  t he  poor ag ra r i an  

coun t r i es .  The paper w i l l  nex t  p resen t  an a n a l y s i s  o f  t he  r e l a t i o n -  

s h i p  between fa rm s i z e  and p r o d u c t i v i t y ,  and f i n a l l y ,  i t  w i l l  o u t l i n e  

some i m p l i c a t i o n s  o f  p rev ious  t o p i c s  f o r  a g r i c u l t u r a l  development 

p o l  i c i e s .  



There i s  no th i ng  i n h e r e n t l y  good o r  bad, r i g h t  o r  wrong about 

land tenure systems as such. Whi le i d e o l o g i c a l  arguments on t he  

bes t  ways o f  organ i z i ng agr i cu 1 t u  r e  con t i nue , no tenure sys tem can 

be adjudged bes t  i n  the  a b s t r a c t .  Any judgements concerning a  

p a r t i c u l a r  system must take no te  o f  t he  i n s t i t u t i o n a l  and techno- 

l o g i c a l  cond i t i ons  i n  t he  s o c i e t y  and t he  s tage a t  which t h a t  s o c i e t y  

l i e s  i n  t he  t r ans fo rma t i on  from an ag ra r i an  t o  an i n d u s t r i a l  economy. 

Our judgements should a l s o  cons ider  what s p e c i f i c  groups and i n d i v i -  

duals  i n  t h a t  s o c i e t y  a re  a t tempt ing  t o  accomplish. 

The system o f  European feuda l i sm o f  severa l  cen tu r i es  ago i s  

today, by most any s tandard , -an  anachronism. I t  appears, under 

modern cond i t i ons ,  t o  be w i t h o u t  redeeming q u a l i t i e s .  Al though 

compr is ing a  t o t a l  system o f  p o l i t i c a l ,  s o c i a l ,  and economic i n s t i -  

t u t i o n s ,  i t  was a t  base an ag ra r i an  system b u i l t  around t he  c o n t r o l  

o f  land. The European feudal  system came i n t o  c o n f l i c t  w i t h  t he  

e v o l v i n g  goals  o f  c r e a t i n g  s t r ong  n a t i o n  s ta tes ;  proved i l l - e q u i p e d  

t o  respond t o  t he  requirements o f  expanding markets; was t oo  i n f l e x -  

i b l e  t o  accomodate t he  increased use o f  c a p i t a l ;  and f a i l e d  t o  meet 

t he  needs o f  man's evo l v i ng  concept ion o f  h imse l f .  

Yet desp i t e  i t s  inadequacies, i t s  i n j u s t i c e s ,  and i t s  r i g i d i t i e s  

by present  standards, t h i s  feudal  system was an adapta t ion  t o  t he  

t imes. Growing as i t  d i d  o u t  o f  a  crumbl ing and d i s i n t e g r a t i n g  wo r l d  

empire, i t  organized people accord ing t o  s t r i c t  and r i g i d  c l a s s  



s t r u c t u r e s  w i t h  mutual o b l i g a t i o n s  between c lases ,  thereby assur ing  

some degree o f  i n t e r n a l  harmony and a  measure o f  s e c u r i t y  f rom 

p o t e n t i a l  enemies e x t e r n a l  t o  t he  feudal  manor. 

But these feudal  s t r u c t u r e s  were i n c o n s i s t e n t  w i t h  t he  requ i re -  

ments o f  making t h e  g rea t  change from an a g r a r i a n  system t o  an 

i n d u s t r i a l  s o c i e t y .  The var ious  at tempts a t  re fo rming  these agrar -  

i a n  systems, and t h e i r  eventua l  t rans fo rmat ion ,  d e f i n e  major land- 

marks i n  t h e  economic h i s t o r y  o f  t he  European s t a t e s .  L e t  us then 

look a t  severa l  systems o f  economic o r g a n i z a t i o n  i n  t he  a g r i c u l t u r a l  

s e c t o r  which have r e s u l t e d  i n  t r ans fo rma t i on  o f  an a g r a r i a n  economy 

i n t o  an i n d u s t r i a l  economy. Two b a s i c  models a re  t he  Sov ie t  system 

o f  c o l l e c t i v i z a t i o n  and t h e  U. S. system o f  p r i v a t e  p r o p e r t y  and 

fami l y  farms. 

Russian c o l l e c t i v i z a t i o n  may n o t  have p rov ided  t he  i n d i v i d u a l  

i ncen t i ves  o r  t h e  d e c i s i o n  making freedom t h a t  f a m i l y  farms d i d ;  

however, the  Russian p lanners1  major concern was r a p i d  i n d u s t r i a l i -  

za t i on .  Russian a g r i c u l t u r e  was produc ing a  s u b s t a n t i a l  expo r t  

su rp lus  a t  t h e  t ime t h e  c o l l e c t i v i z a t i o n  p o l i c y  was implemented. 

A  key need was t o  f r e e  labor  f rom work i n  a g r i c u l t u r e  t o  p rov ide  

manpower f o r  t he  new f a c t o r i e s .  I n  a d d i t i o n ,  t he  s t a t e  had t o  

I I squeeze1' some o f  t he  surp lus  p roduc t i on  from t h e  a g r i c u l t u r a l  sec to r  

i n  o rde r  t o  p rov ide  r e l a t i v e l y  cheap food f o r  t he  growing p o p u l a t i o n  

i n  the  i n d u s t r i a l  sec to r .  And o f  course c o l l e c t i v i z a t i o n  o f  a g r i c u l -  

t u r e  was perhaps necessary t o  assure p a r t y  c o n t r o l  over  the  economic 

system and t o  prevent  decen t ra l i zed  p o l i t i c a l  developments. The 



c o l  l e c t  i v e  system funct ioned t o  achieve these ends . 2  I n  recent 

years mod i f i ca t ions  have been introduced, presumably because the 

system was not  achiev ing present ob jec t i ves  and goals. 

The Soviet system was i n s t i t u t e d  more than f o r t y  years ago. 

The country then had a low man-land r a t i o  and a r e l a t i v e l y  slow 

popu la t ion  growth--a sharp con t ras t  w i t h  the  cu r ren t  s i t u a t i o n s  i n  

South and Southeast Asia, most o f  L a t i n  America, and much o f  A f r i c a .  

Rapid popu la t ion  growth o f  recent decades (and c a p i t a l  in tens ive ,  

low l'abor absorpt ive i n d u s t r i a l  i zat ion)  make i t imperat ive t h a t  the 

a g r i c u l t u r a l  sector  ho ld  people ra the r  than being forced t o  release 

them. 

Throughout the n ineteenth century the Uni ted States was a l so  

charac ter ized by a low man-land r a t i o ;  desp i te  massive immigrat ion, 

popu la t ion  growth was low r e l a t i v e  t o  the experience o f  many o f  

today 's  less developed countr ies.  Furthermore, i n d u s t r i a l i z a t i o n  

i n  the n ineteenth century was genera l l y  more labor  absorpt ive 

than i t  i s  today. U. S .  development, l i k e  Russian development, 

requi red product ion o f  an a g r i c u l t u r a l  surp lus and the release o f  

labor  from a g r i c u l t u r e  t o  meet the labor  demands o f  the growing 

i n d u s t r i a l  sec tor ,  bu t  the means employed were who l ly  d i f f e r e n t  from 

those used by the Soviet  Union a century l a t e r .  Uni ted States 

p o l i c y  placed pr imary emphasis on new technology t o  increase the 

p r o d u c t i v i t y  o f  land and e s p e c i a l l y  the p r o d u c t i v i t y  o f  labor ,  and 

r e l i e d  on the compet i t ion among small producers f o r  a l l o c a t i o n  o f  

product ion  fac to rs  among a1 te rna t  i v e  uses. 3 



S t i l l ,  i n  t he  pas t  t h ree  decades U.  S .  a g r i c u l t u r e  has been sub- 

s t a n t i a l l y  reorganized.  The number o f  farms a t  p resen t  i s  l ess  than 

h a l f  what i t  was t h i r t y  years ago. Farms have been combined and 

t h e i r  average s i z e  cont inues t o  grow. The 80 ac re  and even t he  160 

ac re  farm i s  an i n e f f i c i e n t  u n i t  f o r  most types o f  farming i n  t he  U .  S .  

today. Whi le  farms i n  t h i s  s i z e  range were v i a b l e  go ing  concerns 

u n t i l  about t h i r t y  years ago, p resen t  technology and f a c t o r  cos ts  and 

a v a i l a b i l i t i e s  make such u n i t s  i n e f f i c i e n t  i n  terms o f  l abo r  produc- 

t i v i t y .  And s i nce  labor  i s  r e l a t i v e l y  scarce compared w i t h  land and 

c a p i t a l ,  l abor  p r o d u c t i v i t y  i s  a  reasonably good measure f o r  j udg ing  

e f f i c i e n c y  under U.  S .  cond i t i ons . "  

When t he  des ign o f  a  U.  S .  system o f  land tenure  and economic 

o r g a n i z a t i o n  o f  a g r i c u l t u r e  was be ing  debated, the  major a l t e r n a t i v e  

t o  f a m i l y  farms appeared t o  be a  system o f  l a r g e  e s t a t e s  and p l a n t a -  

t i o n s  w i t h  some fea tu res  o f  European feudal ism.  The l a t t e r  had been 

chal lenged on bo th  p o l i t i c a l  and economic grounds and was i n  va r i ous  

stages o f  d i s i n t e g r a t i o n .  Furthermore, t he  l a r g e  land mass t o  t he  

West had t o  be secured f rom t h r e a t s  by o t h e r  na t i ons .  The f a m i l y  

farm system was perhaps the  o n l y  reasonable a l t e r n a t i v e  by which a  

" Labor p r o d u c t i v i t y  as a  measure o f  e f f i c i e n c y  i n  the  a g r i c u l t u r a l  
sec to r  ignores t h e  s o c i a l  cos ts  o f  people becoming s t randed i n  
r u r a l  communities and o f  l a rge  numbers o f  u n s k i l l e d  workers 
m i g r a t i n g  t o  c i t i e s  b u t  f a i l i n g  t o  f i n d  employment w i t h i n  the 
occupa t iona l  s t r u c t u r e ,  which i s  l a r g e l y  determined by t he  tech- 
n o l o g i c a l  developments i n  i n d u s t r y .  These a re  se r i ous  problems 
i n  t he  Un i t ed  States,  and they a re  l i k e l y  t o  become a l l  b u t  i n -  
s o l u b l e  i n  t he  l ess  developed coun t r i es  i f  means cannot be found 
t o  h o l d  more people i n  a g r i c u l t u r a l  employment.4 



r e l a t i v e l y  weak government, l a c k i n g  major communication and t ranspor -  

t a t i o n  networks,  cou ld  assure t h a t  t h i s  l a r g e ' l a n d  mass would be 

r a p i d l y  s e t t l e d  and incorpora ted  i n t o  the  n a t i o n .  

But t h e r e  a r e  ve ry  few p laces i n  the  w o r l d  today where such 

circumstances e x i s t .  For t he  most p a r t ,  the  problems then faced 

by t he  U. S.  a r e  no t  now c e n t r a l  issues i n  a g r i c u l t u r a l  development 

i n  most o f  t h e  l ess  developed c o u n t r i e s .  For bo th  the  Sov ie t  Union 

and t he  Un i t ed  S ta tes ,  then, the land tenure  systems r e f l e c t  s p e c i f i c  

h i s t o r i c a l , g e o g r a p h i c ,  and p o l i t i c a l  cond i t i ons ;  bo th  systems con- 

t i n u e  t o  be mod i f ied  as development occurs .  One must be c a r e f u l  n o t  

t o  p r e s c r i b e  t r a n s p l a n t a t i o n  o f  a  system on t h e  bas i s  o f  i t s  achieve- 

ments elsewhere o r  i n  an e a r l i e r  t ime  o r  under c o n d i t i o n s  which no 

longer  e x i s t  o r  cannot be d u p l i c a t e d .  

I n  most o f  L a t i n  America, t he  land tenure system i s  dominated 

by the  l a r g e  e s t a t e  o r  hacienda. There a re  o f  course some fami l y  

farms, communal ho ld i ngs ,  p l a n t a t i o n s ,  and l a r g e  numbers o f  ve r y  sma l l  

holdings--minifundios--in most c o u n t r i e s ,  b u t  t h e  p reva len t  form o f  

land tenure,  i n  terms o f  t he  area o f  l and  c o n t r o l l e d ,  i s  t h e  l a r g e  e s t a t e .  

The land g ran t s  under the  Spanish system o f  severa l  c e n t u r i e s  ago 

gave c o n t r o l  t o  a  r e l a t i v e l y  smal l  group over  bo th  l a r g e  areas o f  land 

and t h e  people l i v i n g  on t h i s  land .  The tenure  system r e s u l t i n g  f rom 

Spanish conquest r e f l e c t e d  t he  purposes o f  the  conquis tadores and t he  

Spanish Crown: t o  g a i n  c o n t r o l  over  and t o  s e t t l e  t h i s  p a r t  o f  t h e  

new wor ld ,  much o f  which had a  l a r g e r  indigenous popu la t i on  than then 

e x i s t e d  i n  Nor th  America. 



Although t he  o l d  Spanish-der ived system has been mod i f i ed ,  i n  

some coun t r i es  more than i n  o the rs ,  t he re  have been few thorough 

agr  i c u l  t u r a  1 reorgan i z a t  ions and reforms such as occured througho-ut 

Europe. Most o f  t he  a g r i c u l t u r a l  land i n  L a t i n  America cont inues 

t o  be h e l d  and operated i n  very  l a r g e  u n i t s  w i t h  va r i ous  h i r e d  labor  

arrangements. 

However use fu l  t h i s  land tenure system was f o r  t he  Spanish 

Crown, o r  i s  f o r  n a t i o n a l  e l i t e s  t h a t  now h o l d  power, i t  has become 

obso le te  and stands i n  d i r e c t  c o n f l i c t  w i t h  t he  achievement o f  

development goa ls .  I t  needs t o  be changed t o  meet changing condi-  

t i o n s ,  j u s t  as t he  land tenure systems o f  t he  i n d u s t r i a l i z e d  na t i ons  

have been mod i f i ed  and reformed i n  t he  process o f  development. Spe- 

c i f i c a l l y ,  ou r  v iew i s  t h a t  t he  bas i c  land tenure i n s t i t u t i o n s  i n  

L a t i n  America must be reformed i n  o rde r  t o  c rea te  more employment, 

t o  ach ieve a more equal d i s t r i b u t i o n  o f  income, and t o  p rov ide  

necessary increases i n  product  i v i  t y .  

The above sketches r e l a t i n g  tenure systems t o  concur ren t  s o c i a l  

problems and p o l i c y  needs a re  n o t  in tended t o  imply  a neat ,  l o g i c a l  

r e l a t i o n s h i p  between land tenure and o t h e r  c i rcumstances i n  s o c i a l  

systems. The above noted tenure systems emerged o u t  o f  c o n f l i c t  

and debate among contending groups--witness the  Sov ie t  debate on 

t he  r a p i d i t y  and method o f  i n d u s t r i a l i z a t i o n  and t he  many U. S.  

exper iments w i t h  land se t t lement  p o l i c i e s  i n  the  n ine teen th  century .  

What t h i s  s e c t i o n  does t r y  t o  i n d i c a t e  i s  t h a t  tenure systems, as 

hammered o u t  by exper ience and con f  1 i c t  , a re  adaptat  ions t o  preva i 1 - 
i n g  circumstances and t h a t  g r e a t  cau t i on  i s  necessary i n  a t t emp t i ng  



t o  t r a n s p l a n t  them t o  o t h e r  s i t u a t i o n s .  

Even i n  t he  i n d u s t r i a l i z e d  coun t r i es ,  a g r i c u l t u r e  cont inues t o  

make s u b s t a n t i a l  c o n t r i b u t i o n s  t o  o v e r a l l  economic development. How- 

ever ,  i t s  c o n t r i b u t i o n  t o  t he  supply o f  n o n - a g r i c u l t u r a l  manpower, t o  

c a p i t a l  fo rmat ion ,  and t o  demand genera t ion  f o r  i n d u s t r i a l  goods 

c e r t a i n l y  becomes less  c r i t i c a l  i n  a  h i g h l y  i n d u s t r i a l i z e d  coun t ry  

where t he  labor  f o r c e  i n  a g r i c u l t u r e  may be less  than 10 percent  o f  

the  t o t a l .  I n  t he  develop ing c o u n t r i e s ,  by c o n t r a s t ,  e s p e c i a l l y  i n  

c o u n t r i e s  w i t h  50 percent  o r  more o f  t h e i r  l abor  f o r ce  engaged i n  

farming,  a g r i c u l t u r e ' s  c o n t r i b u t i o n  i s  c r i t i c a l  i n  a1 1 these areas.5 

Al though l abo r  must move f rom a g r i c u l t u r e  t o  i n d u s t r y  i n  t he  process 

of  development, t h e  problem under cond i t i ons  o f  r a p i d  popu la t i on  

growth i s  no t  how t o  re lease  laborers ,  bu t  how t o  keep from re l eas ing  

t oo  many t oo  q u i c k l y . 6  Th is  has become i n c r e a s i n g l y  c l e a r  over  the  

pas t  decade. Under present  c i rcumstances r a p i d  popu la t i on  growth 

seems t o  accompany and even t o  precede development r a t h e r  than t o  

f o l l o w  the  19th cen tu ry  p a t t e r n  where popu la t i on  growth seemed t o  

be a  response t o  development. 

There i s  need f o r  a  l abo r - i n tens i ve ,  c a p i t a l - s a v i n g  approach 

w i t h  heavy r e l i a n c e  on y i e l d - i n c r e a s i n g  t echn i ca l  innova t ions  i n  

e a r l i e r  phases o f  a g r i c u l t u r a l  development, f o l l owed  by a  c a p i t a l -  

i n t ens i ve ,  labor -sav ing  approach on l y  i n  t he  l a t e r  phases. These 

phases a r e  determined by changing cond i t i ons  i n  t h e  areas o f  1) demand 

f o r  food and 2) employment o p p o r t u n i t i e s .  



Changes i n  t he  demand f o r  food a re  determined l a r g e l y  by popu- 

l a t i o n  growth and by t he  income e l a s t i c i t y  o f  demand f o r  food (which 

dec l  i nes as average i ncomes r i s e )  . These changes can be read i l y  seen 

i n  t he  f o l l o w i n g  f o rmu la t i on :  D = p + l g ,  where D,  p  and g a r e  

annual r a tes  o f  growth o f  demand f o r  food, popu la t i on ,  and per  c a p i t a  

income, and % i s  income e l a s t i c i t y  o f  demand f o r  food. As an i l l u s -  

t r a t i o n ,  assume t h a t  i n  a  less  developed coun t ry  p  = 2, and q = .8, 

w h i l e  i n  an i n d u s t r i a l i z e d  coun t ry  p  = 1 and q,= .2, and t h a t  g  = 2 

i n  bo th  cases. Then t he  demand f o r  food w i l l  grow a t  a  r a t e  o f  3.6 

percent  i n  t he  less  developed coun t ry  and a t  1.4 percent  i n  t he  indus- 

t r i a l i z e d  country .  The d i f f e r e n c e  would be even w ider  i f  t he  popu la t i on  

growth r a t e  i n  the  less  developed-country  was more than 2 percent ,  

w h i l e  a  h i ghe r  growth r a t e  o f  income i n  t he  i n d u s t r i a l i z e d  coun t ry  

would make l i t t l e  d i f f e r e n c e  because o f  t he  low income e l a s t i c i t y .  

Thus t he  less developed c o u n t r i e s  need cons iderab ly  l a r g e r  increases 

i n  food ou tpu t  than more developed coun t r i es  do.* The need t o  earn 

f o r e i g n  exchange increases even more t he  importance o f  i nc reas ing  

a g r i c u l t u r a l  p roduc t ion .  

On t he  employment s i d e  t he  c r u c i a l  cons ide ra t i ons  a re  t he  h i g h  

ra tes  o f  popu la t i on  growth and t he  d i f f i c u l t y  o f  absorb ing a l a rge  

share o f  t h i s  growth i n  t he  smal l  urban sec to r .  Thus r u r a l  popu la t ions  

* Th i s  d i scuss ion  a l s o  assumes t h a t  t he  r a t e  o f  growth i n  per  
c a p i t a  income i s  w ide l y  shared. I f  increases i n  incomes a re  
h i g h l y  skewed i n  t h e i r  d i s t r i b u t i o n ,  the  f u l l  impact o f  t he  i n -  
come e l a s t i c i t y  o f  demand f o r  food would no t  be r e a l i z e d .  For 
s i m i l a r  reasons, t he re  may n o t  be a one-to-one r e l a t i o n s h i p  i n  
popu la t i on  growth and increased demand f o r  food. 



con t inue  t o  g r w ,  though a t  a  s lower r a t e  than t o t a l  popu la t ion .  

Urban popu la t i on  grows r a p i d l y  and much o f  i t  i s  absorbed i n  

p recar ious ,  lcw product  i v i  t y  urban jobs .  Absolute numbers o f  r u r a l  

people d e c l i n e  o n l y  i n  l a t e r  stages o f  development, and o n l y  then 

i s  i t  necessary t o  reorgan ize  a g r i c u l t u r a l  p roduc t i on  i n  a  way 

t h a t  would decrease labor  requirements.  7 

The combinat ion o f  t he  above two se t s  o f  circumstances y i e l d s  

the  Johnston and M e l l o r  p o l i c y  p r e s c r i p t i o n :  a  l a b o r - i n t e n s i v e  

approach w i t h  r e l i a n c e  on y i e l d - i n c r e a s i n g  t echn i ca l  innova t ions  

i n  t he  e a r l i e r  phases o f  a g r i c u l t u r a l  Th i s  p o l i c y  

approach bo th  produces the  requ i red  increases i n  a g r i c u l t u r a l  produc- 

t i o n  and avoids d i s p l a c i n g  l abo r  premature ly  f rom a g r i c u l t u r e .  I t  

i s  a  p r e s c r i p t i o n  f o r  a g r i c u l t u r a l  research, f o r  l a r g e  increases i n  

the  use o f  y i e l d - i n c r e a s i n g  inpu ts  such as f e r t i l i z e r ,  improved 

seeds, i n s e c t i c i d e s  and p e s t i c i d e s ,  f o r  increases i n  i r r i g a t i o n  

f a c i l i t i e s  and f o r  b u i l d i n g  o f  s e r v i c e  i n s t i t u t i o n s  i n  ex tens ion ,  

market ing, and c r e d i t .  I t  i s  a l s o  a  p r e s c r i p t i o n  t o  min imize mech- 

an i za t i on ,  e s p e c i a l l y  when i t  serves t o  d i s p l a c e  l abo r .  

Under the l a r g e  farm system i n  L a t i n  America, however, i t  has been 

d i f f i c u l t  t o  g a i n  acceptance o f  such p o l i c i e s .  Labor-saving machine 

technology i s  a v a i l a b l e  f rom the  i n d u s t r i a l i z e d  coun t r i es .  So long 

as investment dec is ions  a r e  made on the  bas i s  o f  p r i v a t e  p r o f i t ,  

l a r g e  fa rm ent repreneurs may f i n d  i t  i n  t h e i r  bes t  economic i n t e r e s t  

t o  impor t  labor -sav ing  machinery. I n  f a c t  i t  may be e a s i e r  t o  t r a n s p l a n t  



t h i s  t ype  o f  technology than t he  b i o l o g i c a l  type,  which o f t e n  requ i res  

s p e c i f i c  research be fo re  i t  can be adapted t o  the s p e c i f i c  cond i t i ons  

i n  new areas. The wide range o f  a v a i l a b l e  p roduc t i on  techniques now 

a f f e c t i n g  employment con t ras t s  w i t h  the  more r e s t r i c t e d  op t i ons  open 

t o  a g r i c u l t u r a l  ent repreneurs i n  t he  n ine teen th  cen tu ry .  I n  t h i s  

e a r l i e r  pe r i od ,  labor-sav ing technology was l a r g e l y  a  response t o  

labor  supply  cond i t i ons ,  and t he  major innova t ions  emerged f rom w i t h i n  

the i n d u s t r i a l i z i n g  coun t r i es  o f  the  t ime - -espec ia l l y  t he  Un i t ed  

States and Western Europe. And, as a l ready  noted, these c o u n t r i e s  

d i d  n o t  face  t he  3 percent  popu la t i on  growth ra tes  so common i n  ou r  

t ime. 

The s e v e r i t y  o f  the  employment problem i s  magn i f ied  by t he  

c a p i t a l  i n t ens i ve - l abo r  ex tens i ve  p a t t e r n s  o f  development i n  manu- 

f a c t u r i n g  i ndus t r i es .  I n  L a t i n  America, manufactur ing ou tpu t  i s  e s t i -  

mated t o  have increased by 140 percent  f rom 1950 t o  1965. Dur ing 

t h i s  same per iod ,  manufactur ing employment grew by o n l y  45 percen t .  9  

Widespread popu la t i on  growth ra tes  o f  3 percent  and h i g h e r  a re  

a  r e l a t i v e l y  recent  phenomenon. But the r e l a t i v e l y  low capac i t y  o f  

t he  manufactur ing sec to r  t o  absorb l abo r  i n  e a r l y  phases o f  economic 

development has been a  f e a t u r e  o f  development i n  e a r l i e r  t imes.  

Though manufactur ing has become i n c r e a s i n g l y  c a p i t a l  i n t e n s i v e  over  

t he  pas t  cen tu ry ,  t he  e a r l y  phases i n  the  development o f  manufactur ing 

have always had bo th  a  p o s i t i v e  and a  nega t i ve  e f f e c t  on employment. 

The s h i f t  f rom h a n d i c r a f t  and co t t age  type i n d u s t r i e s  t o  assembly- 

l i n e  manufactur ing has r e s u l t e d  i n  less  employment f o r  a  g i ven  amount 

o f  ou tpu t .  10 



I f  a g r i c u l t u r e  were s t r i c t l y  comparable t o  i n d u s t r y ,  t h i s  

employment dilemma would seem a l l  bu t  i nso lub le .  I n  c e r t a i n  indus- 

t r i e s  a t  l e a s t ,  c a p i t a l  i n t e n s i v e  developments a re  f r e q u e n t l y  

i n e v i t a b l e  because the  p a t t e r n  o f  machine technology i s  se t  by 

t h a t  used i n  and a v a i l a b l e  f rom i n d u s t r i a l i z e d  coun t r i es .  Th i s  

technology may p lace  1 i m i  t s  on the  s u b s t i t u t i o n  of  f ac to r s  (e.g. , 

labo r  f o r  c a p i t a l )  i n  p roduc t i on  processes. I f  a g r i c u l t u r a l  p roduc t i on  

were s i m i l a r l y  r e s t r i c t e d ,  then t he re  would be few a l t e r n a t i v e s  t o  

c a p i t a l  i n t e n s i v e  developments i n  t h i s  sec to r  s i nce  a g r i c u l t u r e  i n  

developed coun t r i es  i s  a l s o  c a p i t a l  i n t ens i ve .  But a g r i c u l t u r e  i s  

d i f f e r e n t .  There a r e  a l t e r n a t i v e  means o f  economic o r g a n i z a t i o n  i n  

a g r i c u l t u r e  which pe rm i t  g r e a t e r  f l e x i b i l i t y  i n  p roduc t i on  processes. 

Factor  p ropo r t i ons  ( land,  l abo r ,  and c a p i t a l )  can more n e a r l y  be 

u t i l i z e d  i n  a  manner cons i s ten t  w i t h  t h e i r  r e l a t i v e  cos t  and a v a i l -  

a b i l i t y .  Market imper fec t ions  con t inue  t o  o b s t r u c t  more r a t i o n a l  

use o f  f a c t o r s ,  b u t  i t  i s  p r e c i s e l y  a t  these imper fec t ions  ( i n  land, 

l abo r  and c a p i t a l  markets) t h a t  land re form i s  d i r e c t e d .  

A  key element i n  t he  above argument concerns t he  f a c t o r  propor-  

t i o n s  t o  be used i n  a g r i c u l t u r a l  p roduc t ion .  As one w r i t e r  says, 

" . . . the assumption o f  o n l y  a  few a l t e r n a t i v e  processes and a  q u i t e  

l i m i t e d  range f o r  s u b s t i t u t i o n  o f  f a c t o r s  does n o t  seem t o  f i t  w e l l  

the  techno log ica l  c h a r a c t e r i s t i c s  o f  a  number o f  impor tant  i n d u s t r i e s ,  

as, f o r  example, a g r i c u l t u r e . "  I f  f a c t o r  s u b s t i t u t i o n  i s  p o s s i b l e  

over  a  f a i r l y  wide range, as here hypothesized, then the problem o f  



major m i s a l l o c a t i o n s  o f  resources i s  l i k e l y  t o  be found i n  va r i ous  

market imper fec t ions .  The la rge ,  o f t e n  redundant a g r i c u l t u r a l  l abo r  

f o r c e  i n  most L a t i n  Aperican coun t r i es  lacks t he  economic and p o l i -  

t i c a l  power t o  g a i n  c o n t r o l  ( e i t h e r  ownership o r  r e n t a l )  over  s u f f i c i e n t  

land and c a p i t a l  resources t o  increase i t s  p r o d u c t i v i t y .  Never the less,  

present  d i s t r i b u t i o n  pa t t e rns  show a gross m i s a l l o c a t i o n  i n  terms o f  

resource a v a i l a b i l i t i e s - - t o o  much land and c a p i t a l  and t o o  l i t t l e  

labor  on the  l a rge  farms, and t o o  l i t t l e  land and c a p i t a l  and t o o  

much labor  on t he  smal l  farms. I n  L a t i n  America, i t  i s  t y p i c a l  t o  

f i n d  from 30-40 percent  o f  t he  a c t i v e  a g r i c u l t u r a l  popu la t i on  l i v i n g  

on and work ing less  than 10 percent  o f  t he  land. l2 

Why d o n ' t  farmers w i t h  l a rge  extens ions o f  land employ more 

l abo r?  There a re  many poss ib l e  reasons. Farm owners may have ou t -  

s i de  i n t e r e s t s  t h a t  h o l d  g r e a t e r  economic importance f o r  them than 

farming. Abundant labor  i s  no t  always cheap labor ;  minimum wages and 

a v a r i e t y  o f  s o c i a l  w e l f a r e  laws may make the  p r i c e  o f  labor  h i ghe r  

than i t  would be i n  t h e i r  absence. A l a r g e  u n s k i l l e d  h i r e d  labor  

f o r c e  becomes d i f f i c u l t  t o  manage on labor  i n t e n s i v e  e n t e r p r i s e s .  

I t  a l s o  increases the  r i s k  i n  d e a l i n g  w i t h  expensive machinery, 

improved l i v e s t o c k ,  and modern p roduc t i on  p r a c t i c e s  which r e q u i r e  

constant  use o f  judgement on t he  p a r t  o f  laborers .  Given these circum- 

stances, owners o f  l a rge  farms wi 11 f r e q u e n t l y  reduce t h e i r  labor  f o r c e  

and move i n  t he  d i r e c t i o n  o f  c a p i t a l  i n t e n s i v e ,  mechanized opera t ions  

w i t h  a  r e l a t i v e l y  smal l  f o r c e  o f  s k i l l e d  workers (supplemented when 

needed by seasonal l a b o r ) .  13 On t he  apparent assumption t h a t  a  



developed a g r i c u l t u r e  must have the f a c t o r  p ropo r t i ons  now e x i s t i n g  

i n  the  a g r i c u l t u r e  o f  the developed c o u n t r i e s ,  government p o l i c y  

o f t e n  encourages impo r ta t i on  o f  farm machinery through f avo rab le  

f o r e i g n  exchange ra tes .  Furthermore, most o f  the  c r e d i t  goes t o  

the la rge  farm sec to r  (more c r e d i  t wor thy by bankers ' standards) , 

w i t h  i n f l a t i o n  o f t e n  making e f f e c t i v e  i n t e r e s t  r a t e s  minimal o r  

even negat i ve .  Resource m i s a l l o c a t i o n s  and poor performance a re  

n o t  s u p r i s i n g  g i ven  the unde r l y i ng  assumptions and the  monopolized 

c o n t r o l  over land and c a p i t a l ,  b u t  the p r o f i t a b l e  course f o r  the 

i n d i v i d u a l  ent repreneur  r e s u l t s  i n  cos ts  t o  s o c i e t y  which cannot 

f o reve r  be postponed. 

Reasoning from analogy, U .  S .  and European exper ience w i t h  farm 

enlargement and mechanizat ion prov ides support  f o r  t h i s  type o f  develop- 

ment, b u t  o n l y  i f  one ignores the w i d e l y  d i f f e r i n g  s i t u a t i o n  w i t h  respect  

t o  f a c t o r  p ropo r t i ons  and r e a l  f a c t o r  costs  ( i n  c o n t r a s t  t o  e x i s t i n g  

f a c t o r  p r i c e s  which a re  o f t e n  c o n t r o l l e d  and d i s t o r t e d  by some o f  the  

above p o l i c i e s ) .  Given the r a p i d  popu la t i on  growth (and the i n e v i t a b l e  

con t i nu ing  abso lu te  increase i n  farm popu la t ions  i n  most o f  the  

develop ing c o u n t r i e s )  l4 and the inadequate l abo r  abso rp t i ve  capac i t y  

o f  i ndus t r y ,  a g r i c u l t u r e  must be organized t o  p rov ide  much more pro-  

d u c t i v e  employment than i t  does a t  present .  l 5  

The s i z e  o f  farm ope ra t i ng  u n i t s  i n  a g r i c u l t u r e  i s  a  b a s i c  

determinant i n  the development o f  a  labor  i n t e n s i v e  a g r i c u l t u r e .  

Data f rom Ind ia ,  the U .  S .  ( I l l i n o i s ) ,  and C h i l e  show the f o l l o w i n g  

r e l a t i o n s h i p s :  the sma l l es t  farm group has 1.6, 74, and 1 . 1  acres 



w h i l e  the  l a r g e s t  farm group has 15.6, 219, and 16.6 acres 

per  worker,  f o r  the  t h ree  coun t r i es  r e s p e c t i v e l y .  l6 These da ta  c e r t a i n l y  

i n d i c a t e  some adap ta t i on  t o  the  f a c t o r  p r o p o r t i o n s  e x i s t i n g  i n  each 

coun t ry .  They a l so ,  however, i l l u s t r a t e  the  g r e a t e r  employment capac i t y  

o f  smal l  farm u n i t s ,  even though ou tpu t  per  man may be (and u s u a l l y  i s )  

lower on the  smal l  u n i t s .  These f i g u r e s  a l s o  suggest the  w ide r  range 

o f  p roduc t i on  techniques: f o r  example, the  r a t i o  o f  acres per  man on 

l a r g e  over  smal l  farms i s  about 3 i n  the Un i t ed  S ta tes  bu t  ranges from 

10 t o  15 i n  the  cases o f  I n d i a  and Ch i l e .  

I n  a  s tudy  o f  t he  Chateau l in  area o f  B r i t t a n y ,  the f o l l o w i n g  

r e s u l t s  a re  repor ted :  "When one moved from ho ld i ngs  of l e ss  than 5 

hectares t o  those o f  more than 25, the  number o f  workers per  100 

hec ta res  f e l l  f rom 105 t o  18.7, t he  number o f  per-annum work ing  hours 

per  hec ta re  f rom 1,500 t o  480. Working c a p i t a l  a l s o  f e l l ,  b u t  l e ss  

markedly,  f rom 210,000 t o  119,000 f r ancs ,  and gross y i e l d  f rom Index 

163 t o  88 (average f o r  the  area:  100) . " I 7  

Commenting on the Mexican case, Dovr ing  notes t h a t  sma l l - sca le ,  

l a b o r  i n t e n s i v e  p roduc t i on  i s  less  c o s t l y  than la rge-sca le  p roduc t i on  

i n  terms of  the  goods t h a t  a re  scarce i n  the Mexican economy. The 

l a rge  p r i v a t e  farms a re  us i ng  more o f  the  hardware t h a t  m igh t  o the r -  

w ise  have been inves ted  toward even more r a p i d  i n d u s t r i a l i z a t i o n  o f  

the count ry .  "There i s  no doubt ,I1 concludes Dovr ing,  " t h a t  the  owners 

o r  ho lde rs  o f  l a rge  p r i v a t e  farms make a  good income by us i ng  more mach- 

ines and somewhat l ess  l abo r ,  b u t  they render a  l ess  u s e f u l  s e r v i c e  t o  

the  s t r u g g l i n g  and develop ing economy o f  a low-income, c a p i t a l - s c a r c e  

economy. I '  1 8 



I n  the  case o f  West Pak is tan,  Johnston and Cownie make a  s t r ong  

case f o r  employment o f  more labor  r a t h e r  than more t r a c t o r s  i n  a g r i -  

c u l t u r e .  They argue t h a t  " the  ex is tence  o f  y i e l d - i n c r e a s i n g  innova t ions  

which are n e u t r a l  t o  sca le  and cons i s ten t  w i t h  the  e x i s t i n g  systems o f  

smal l  s ca le  agr i ' cu l  t u r e  increases the  advantages o f  t h e  1 abor- i ntens i ve ,  

capi  t a l - s a v i n g  a l t e r n a t i v e . "  19 

A d d i t i o n a l  cases could be c i t e d ,  b u t  t he  evidence i s  q u i t e  c l e a r  

t h a t  a  smal l  farm a g r i c u l t u r e  can absorb more labor  than a  l a r g e  farm 

a g r i c ~ l t u r e . ~ ~  Some have caut ioned t h a t  a  smal l  farm a g r i c u l t u r e  o f  

peasant p r o p r i e t o r s  may lead t o  an excess o f  c a p i t a l  equipment on 

smal l  ho ld ings  ( i . e . ,  much d u p l i c a t i o n  and u n d e r - u t i l i z a t i o n  o f  b u i l d -  

ings and equipment) .21 However, the  Japanese case shows c l e a r l y  t h a t  

technology can be adapted t o  f i t  smal l  farms i f  research i s  s p e c i f i -  

c a l l y  d i r e c t e d  t o  achieve these r e s u l t s .  22 O r ,  on the  o t h e r  hand, 

a  r eo rgan i za t i on  of  a  l a rge  farm system on coopera t i ve  o r  communi- 

t a r i a n  p r i n c i p l e s  can be designed t o  assure bo th  l abo r  abso rp t i on  

and e f f i c i e n c y  i n  t he  use o f  c a p i t a l .  

E a r l i e r ,  we spoke o f  t he  con fus ion  i n  reasoning f rom analogy 

w i t h  U. S. and European exper ience w i t h  respect  t o  farm enlargement 

and mechanizat ion. We a l s o  noted t h a t  a g r i c u l t u r a l  p roduc t i on  pro-  

cesses have c h a r a c t e r i s t i c s  which make many comparisons w i t h  developments 

i n  i ndus t r y  i n v a l i d .  L e t  us exp lo re  t h i s  l a t t e r  p o i n t  i n  more d e t a i l .  

The s u p e r i o r i t y  o f  a  l a r g e  farm system argued on the  bas is  o f  

economies o f  sca le  i s  e s s e n t i a l l y  a  Marx ian concept ion,  and Marx was 

an i n d u s t r i a l  economist who pa id  l i t t l e  a t t e n t i o n  t o  t h e  spec ia l  



na tu re  o f  t he  p roduc t ion  processes i n  a g r i c u l t u r e .  Marsha l l  and 

M i l l  expressed ser ious  doubts about the  analogy, bu t  as Owen has 

po in ted  ou t ,  " I t  i s  probably  f a i r  t o  say t h a t  most economists have 

s i nce  at tempted t o  reso lve  h i s  [ ~ a r s h a l l ' s ]  dilemma by avo id i ng  i t . l123*  

A lso,  Ruttan mentions t h a t  " the  f a i l u r e  o f  Marx ian economists t o  t e s t  

t h e i r  commitments t o  l a rge  sca le  farming aga ins t  e m p i r i c a l  da ta  has 

f r e q u e n t l y  been noted ."25 

A key f a c t o r  i s  the  d i f f e r e n c e  i n  t he  investment process i n  

a g r i c u l t u r e  and i ndus t r y .  On t h i s  p o i n t ,  Raup comments: 

The process o f  economic growth i n  a g r i c u l t u r e  f o l l w s  
a  d i s t i n c t  p a t t e r n .  I n  i t s  e a r l y  stages, s low gains i n  
c a p i t a l  s tocks predominate. Investment dec is ions  a r e  
t y p i c a l l y  made i n  smal l  segments, spread over  many 
seasons o r  g e s t a t i o n  per iods .  Impressive amounts o f  
c a p i t a l  a r e  formed, b u t  by many sma l l ,  p l odd ing  s teps.  
T h i s  i s  q u i t e  d i f f e r e n t  f rom the  la rge-sca le ,  dramat ic  
investment programs emphasized i n  much c u r r e n t  economic 
development p lanning.  The image o f  development conveyed 
by a  h y d r o e l e c t r i c  dam o r  by a  s t e e l  m i l l  i s  m is lead ing  
if app l i ed  t o  a g r i c u l t u r e .  Cap i t a l  f o rma t i on  i n  farm- 
i n g  i s  r a r e l y  concentrated e i t h e r  i n  space o r  t ime.  I t  
accumulates by an incrementa l  process t h a t  i s  bes t  de- 
sc r i bed  as accre t ionary .26  

* Wi th  regard t o  the  na tu re  o f  employment i n  a g r i c u l t u r e ,  Owen 
quotes John S t u a r t  M i l l :  " A g r i c u l t u r e  ... i s  n o t  suscep t i b l e  o f  
so g r e a t  a  d i v i s i o n  o f  occupat ions as many branches o f  manufac- 
t u res ,  because i t s  d i f f e r e n t  opera t ions  cannot p o s s i b l y  be 
simultaneous. One man cannot be always p lough ing ,  another  sow- 
ing ,  and another reaping. A workman who on l y  p r a c t i c e d  one 
a g r i c u l t u r a l  ope ra t i on  would be i d l e  e leven months o f  t he  year .  
The same person may per form them a l l  i n  succession, and have, i n  
most c l ima tes ,  a  cons iderab le  amount o f  unoccupied t ime." 

M i l l ' s  i n s i g h t  has been e labora ted  by Brewster.  24 



The development o f  a  n a t i o n ' s  l i v e s t o c k  herds i s  a  good example. 

But 1 ikewise i s  t he  use o f  ava i  l a b l e  labor  (due t o  the  sequent ia l  

na tu re  o f  opera t ions  noted above i n  which s l a c k  per iods  i n e v i t a b l y  

occur)  t o  cons t ruc t  b u i l d i n g s ,  dra inage d i t ches ,  fences, maintenance 

o f  i r r i g a t i o n  systems, e t c .  Raup concludes: 

Wherever there  i s  su rp lus  a g r i c u l t u r a l  l abor  and sho r t -  
age o f  work ing c a p i t a l  t he  task o f  t he  land tenure system 
i s  t o  p u t  people t o  work. T h i s  i s  when proposals  f o r  
land d i s t r i b u t i o n  a re  most s t r o n g l y  compel l ing.  

The prospect  t h a t  subsequent economic development 
may c rea te  nonfarm employment o p p o r t u n i t i e s  has l e d  many 
economists t o  condemn land d i s t r i b u t i o n  programs because 
o f  the  "uneconomic" s i z e  o f  farm u n i  t s  t h a t  may r e s u l t .  
I n  t he  long run t h i s  argument may have v a l i d i t y .  I n  t he  
s h o r t e r  run, the waste o f  c a p i t a l - f o r m i n g  p o t e n t i a l  re -  
presented by u n d e r u t i l i z e d  labor  i s  t he  more se r i ous  
concern. I n  t h i s  sense, t he  p o l i t i c a l  pressures lead ing  
t o  d r a s t i c  land d i s t r i b u t i o n  programs may a l s o  be good 
economi cs .27 

I t  i s  ve ry  d i f f i c u l t  t o  make a case f o r  l a rge  sca le ,  labor  

ex tens i ve  u n i t s  i n  farming a t  low stages o f  economic development, 

e s p e c i a l l y  i n  coun t r i es  w i t h  a  h i g h  man-land r a t i o .  "Under a  labor  

technology, cos ts  cannot be cu t  by inc reas ing  t he  s i z e  o f  farm. Most 

o f  t he  cost  economies from us ing  modest c a p i t a l  i tems a r e  l a r g e l y  

exhausted as soon as the b u l l o c k  team, horse o r  camel which p rov ides  

t he  power a r e  f u l l y  employed. ,128 

Th i s  statement presents  t he  r a t i o n a l e  f o r  recommending farm 

enlargement under one s e t  o f  c i rcumstances (e.g. , i n  t he  U. S. ) and 

farm s u b d i v i s i o n  w i t h  sma l le r  u n i t s  ( o r  i n  any event  a  more labor  

i n t e n s i v e  a g r i c u l t u r e )  under another se t  o f  c i rcumstances (e.g., i n  



L a t i n  ~ r n e r i c a ) .  The choice depends l a r g e l y  on t he  e x i s t i n g  f a c t o r  

p ropo r t i ons  and t h e i r  r e l a t i v e  r e a l  cos t  t o  soc ie t y .  What i s  good 

( i . e . ,  p r o f i t a b l e )  f o r  t he  i n d i v i d u a l  ent repreneur  may e n t a i l  d i s -  

ast rous s o c i a l  costs.;! 

The smal l  farm cannot d i v e r t  t h e  cos t  o f  unemployed (or  under- 

employed) labor  on to  soc ie t y  as can the  l a rge  farm o r  i ndus t r y  work- 

i n g  p r i m a r i l y  w i t h  h i r e d  labor .  I t  thus becomes a  b e t t e r  v e h i c l e  

f o r  what Owen has r e f e r r e d  t o  as farm f inanced s o c i a l  we l fa re .29  

A smal l  farm a g r i c u l t u r e  (o r  one organized i n  such a  way as t o  

p rov ide  a  g rea te r  correspondence between p r i v a t e  and p u b l i c  costs  

and bene f i t s )  a l s o  has advantages i n  p r o v i d i n g  a  more equal d i s t r i -  

b u t i o n  o f  income and thereby an enlarged demand f o r  t he  growing 

i n d u s t r i a l  sector .  

I t  may be conceded t h a t  a  smal l  farm o r  reformed a g r i c u l t u r a l  

system has the  above noted advantages--more employment, more e q u i t a b l e  

d i s t r i b u t i o n  o f  income, a  w ider  and more re levan t  demand s t r u c t u r e  

f o r  t he  growing manufactur ing sec to r ,  a  b e t t e r  base f o r  farm f inanced 

s o c i a l  we l f a re ,  and more r a t i o n a l  ( i n  terms o f  e x i s t i n g  f a c t o r  a v a i l -  

ab i  1 i t i e s )  investment p o l i c i e s  i n  bo th  the a g r i c u l t u r a l  and non- 

* The i n d i v i d u a l  entrepreneur may prosper ,  b u t  unemployment grows. 
Some i n d i v i d u a l s  w i l l  f i n d  t h e i r  p r o d u c t i v i t y  and incomes increased, 
bu t  there  i s  no development. These d iscrepancies between p r i v a t e  
and s o c i a l  cos ts  and re tu rns  a re  s i m i l a r  t o  those o f  an i ndus t r y  
prosper ing a t  the  same t ime t h a t  i t  incurs  i n t o l e r a b l e  soc ia l  cos ts  
by p o l l u t i n g  t h e  a i r  and the  water .  



a g r i c u l t u r a l  sec to rs  o f  t he  economy. Yet a l l  these advantages may seem 

less  s i g n i f i c a n t  i f  increases i n  a g r i c u l t u r a l  produ.ction, both f o r  

expor t  and f o r  feed ing  r a p i d l y  growing popv la t i ons ,  a r e  viewed as t he  

key issue,3O and i f  t he  problems o f  unemployment and r e - d i s t r i b u t i o n  

a re  thought t o  be reso lved i n d i r e c t l y  ( r a t h e r  than through p o l  i c i e s  

d i r e c t e d  s p e c i f i c a l l y  a t  t h e i r  reso lu t ion)  i n  t he  course o f  i nc reas ing  

a g r i c u l t u r a l  ou tpu t .  We do no t  deny the  g rea t  importance o f  increased 

a g r i c u l t u r a l  product ion.  And we agree w i t h  Rut tan 's  e v a l u a t i o n  t h a t  

"The demographic t r a n s i t i o n  assoc ia ted w i t h  t he  i n i t i a l  stages o f  

economic development w i l l  d e f i n e  the  major  problem o f  a g r i c u l t u r a l  

development i n  most under-developed coun t r i es  f o r  t he  r e s t  o f  t h i s  

century."*  But g iven  t he  exper ience w i t h  a g r i c u l t u r a l  modern iza t ion  

i n  L a t i n  America, we doubt t h a t  i t  i s  f e a s i b l e  t o  i n s t i t u t e  a  con t i n -  

uous process o f  development w i t h o u t  s p e c i f i c  a t t e n t i o n  t o  the  growing 

problems o f  unemployment and r e - d i s t r i b u t i o n .  

Why should many a g r i  c u l  t u r a l  p roduc t i on  techn ic ians  (and some 

economist too)  f a i  1 t o  g i v e  adequate r e c o g n i t i o n  t o  the  problems o f  

unemployment and r e - d i s t r i b u t i o n  and concent ra te  ins tead  on t he  more 

t echn i ca l  aspects o f  i nc reas ing  p roduc t ion?   his i s  p a r t i c u l a r l y  

true of  U. S. techn ic ians . )  There i s  a  genera l  assumption t h a t  t he  

l a r g e  farm i s  more e f f i c i e n t .  Given t h i s  assumption, i t  has been 

;$ Rut tan goes on t o  p o i n t  ou t  t h a t  "Demographic and economic f o r ces  
a re  r e s u l t i n g  i n  annual increases i n  t he  demand f o r  a g r i c u l t u r a l  
ou tpu t  o f  3-5 percent .  Sustained r a t e s  o f  growth i n  t he  domestic 
demand o r  i n  t he  supply o f  farm products  i n  t h i s  range a re  comple- 
t e l y  o u t s i d e  t he  exper ience o f  p r e s e n t l y  developed coun t r i es .  The 
annual r a t e  o f  growth o f  a g r i c u l t u r a l  ou tpu t  i n  t he  Un i ted  States 
has n o t  exceeded 3 percent  f o r  a  sus ta ined  pe r i od  s i nce  1860.~~31 



n a t u r a l  t o  concentrate on ways and means o f  i nc reas ing  t he  p r o d u c t i -  

v i t y  o f  t he  l a r g e r  farms through more f avo rab le  ( i n c e n t i v e )  cos t /  

p r i c e  r a t i o s ,  improved p r a c t i c e s ,  b e t t e r  markets,  more c r e d i t ,  e t c . *  

Confusion a r i s e s  as a  r e s u l t  o f  t h e  p a r t i c u l a r  measure o f  pro-  

d u c t i v i t y  o r  e f f i c i e n c y  employed. I t  i s  t r u e  t h a t  labor  p r o d u c t i v i t y  

i s  c o n s i s t e n t l y  h i ghe r  on l a r g e r  farms, bu t  t h i s  i s  h a r d l y  a  measure 

re l evan t  t o  p o l i c y  i n  a  labor  surp lus  economy. Higher labor  produc- 

t i v i t y  on l a r g e  farms i s  p r i m a r i l y  r e l a t e d  t o  mechanizat ion and 

labor -sav ing  techniques. Land-saving techno log ies  such as improved 

seed v a r i e t i e s ,  f e r t i l i z e r s ,  i n s e c t i c i d e s ,  and improved weeding can 

u s u a l l y  be a p p l i e d  e q u a l l y  w e l l  and e f f i c i e n t l y  on smal l  farms. Under 

cond i t i ons  o f  abundant r u r a l  labor  and cont inuous r a p i d  p o p u l a t i o n  

growth, p r o d u c t i v i t y  per  u n i t  o f  land i s  t h e  most r e l e v a n t  measure 

f o r  p o l i c y  purposes f o r  the  next  severa l  decades. Obvious ly  i t  i s  

the  purpose o f  economic development t o  r a i s e  l a b o r ' s  p r o d u c t i v i t y - -  

b u t  no t  o n l y  f o r  t he  few. And i n  o rder  t o  r a i s e  labor  p r o d u c t i v i t y  

b road ly  f o r  a l l  those now i n  farming and those y e t  t o  be absorbed 

by t h e  a g r i c u l t u r a l  sec to r ,  land and c a p i t a l  must be r e - d i s t r i b u t e d  

Speaking o f  U. S.  research, Rut tan p o i n t s  o u t  t h a t  "Research 
has been p r i m a r i l y  o r i e n t e d  t o  p r o v i d i n g  i n f o r m a t i o n  re l evan t  
t o  p r i v a t e  r a t h e r  than p u b l i c  decis ion-making. The same 
o r i e n t a t i o n  i s  c h a r a c t e r i s t i c  o f  American farm management and 
p roduc t i on  economics s p e c i a l i s t s  and U. S.  t r a i n e d  farm manage- 
ment and p rcduc t i on  economics s p e c i a l i s t s  work ing i n  l e s s  de- 
veloped countr ies. "32 Rut tan does, however, l i s t  a  number o f  
except ions t o  t h i s  i n  U. S. farm management research. 



( i  .e. , 1 and re fo rm must be implemented) .;? 

L e t  us then t u r n  t o  some o f  t h e  ev idence on t h e  r e l a t i o n s h i p  

between farm s i z e  and o u t p u t  per u n i t  o f  l a n d . j 4  F igures  1 and 2 

present  t h e  r e s u l t s  f rom a  number o f  recen t  s t ud ies .  I n  most cases 

measurement o f  ou tpu t  i s  i n  terms o f  gross va lue  per  u n i t  o f  land.  

Value o f  ou tpu t  per  u n i t  o f  land above v a r i a b l e  cos t  would be a  b e t t e r  

measure s i nce  i t  would m in im ize  t h e  d i s t o r t i o n s  due t o  p o s s i b l e  

d i f f e r e n c e s  i n  amount o f  c a p i t a l  used by farms o f  d i f f e r e n t  s i z e s .  

* On t h e  above p o i n t s ,  Erven Long has s t a t e d  t h e  case w e l l  when, 
w r i t i n g  on I nd ian  a g r i c u l t u r e ,  he notes:  " L i t e r a l l y  hundreds o f  
American s t u d i e s  have conf i rmed t h a t  l a r g e r  farms norma l l y  have 
cor respond ing ly  h igher  ope ra to r  incomes, i . e . ,  h i ghe r  r e t u r n s  t o  
t h e  managerial  and labor  c o n t r i b u t i o n s  o f  t h e  farm ope ra to r  and 
h i s  f a m i l y .  I n  corrrnon usage t h i s  has e r roneous ly  been t o o  o f t e n  
taken t o  be synonymous w i t h  g r e a t e r  ' e f f i c i e n c y , '  l ead ing  t o  t h e  
conc lus ion  t h a t  l a r g e  farms a r e  more ' e f f i c i e n t '  than smal l  farms. 
They a re !  But o n l y  w i t h  r e fe rence  t o  management and l abo r ,  i . e . ,  
w i t h  re fe rence  t o  r e t u r n s  t o  t h e  human agent. They a re  no t  neces- 
s a r i  l y  t h e  most ' e f f i c i e n t '  i n  t h e  use o f  o t h e r  (non-human) 
resources. I n  t h e  Un i t ed  S ta tes  and s i m i l a r l y  developed c o u n t r i e s ,  
t h i s  e r r o r  c rea tes  l i t t l e  d i f f i c u l t y  because t h e  human agent i s  
f rom a  s o c i a l  v i ewpo in t  t h e  most scarce f a c t o r  o f  p roduc t ion .  
Much more i m p o r t a n t l y ,  i n  t h e  U n i t e d  S ta tes  maximum r e t u r n s  t o  t he  
human agent i n  a g r i c u l t u r e ,  which i s  obv ious l y  t h e  economic goal  
o f  t h e  i n d i v i d u a l  farmer,  i s  a l s o  rough ly  congruent w i t h  t he  broad 
o b j e c t i v e s  o f  p u b l i c  a g r i c u l t u r a l  p o l i c y .  And s i n c e  management 
and l abo r  a r e  u s u a l l y  supp l i ed  by t h e  same s o c i a l  u n i t ,  t he  i n d i -  
v i d u a l  farm f a m i l y  o p e r a t o r ' s  ne t  income i s  t he  most r e l e v a n t  
measure o f  t h e  r e l a t i v e  e f f i c i e n c y  o f  farms o f  d i f f e r e n t  s i z e s .  
Maximum o p e r a t o r ' s  income serves as an adequate c r i t e r i o n  o f  bo th  
p r i v a t e  and p u b l i c  p o l i c y  a c t i o n .  The s i t u a t i o n  i n  I n d i a  and 
s i m i l a r  c o u n t r i e s  i s  ve ry  d i f f e r e n t . 1 ' 3 3  



OUTPUT PER HECTARE FOR FARM SIZE GROUPS 

(For each Country, bar at lef t  represents output per hectare for smallest farm s ize  group. Bars to 
'the right represent successively larger farms with their output per hectareexpnssed as  a percent 
of that of, the smallest s ize  group) 



1 - / - / - l n d i a  - '7 Erven J. Long, "The Economic Basis o f  Land Reform i n  
~ n d e r d e v e l  oped Economies," i a n d  Economics ( ~ a y  1961 ) , pp. 1 13- 123. 
The paper uses data f o r  the  mid- and l a t e  1950's gathered by t h e  
Stud ies i n  Economics o f  Farm Management, M i n i s t r y  o f  Food and A g r i c u l -  
t u re ,  Government o f  India,  New Delh i .  Output as gross va lue  i n  
rupees per acre. Long c l a s s i f i e d  ac tua l  farm s i z e s  i n t o  f ou r  s i z e  
groups--smallest, second smal lest ,  second la rges t ,  l a r g e s t - - f o r  
each o f  e i g h t  areas i n  seven s ta tes ,  and presented ou tpu t  per  s i z e  
group as the  average o f  the e i g h t  areas. (Data from more than 1,030 
farms from seven s ta tes ) .  

2 - / 1-Braz i 1 7 Rogzr G. Johnson and Reuben C. Buse, A Study o f  Farm S i ze 
and ~ c o n & i c  Performance -- i n  Old Santa Rosa, R io  Grande -----, do Sul 
Land Tenure Center Research Paper No. 27  a ad is on: U n i v e r s i t y  o f  
Wisconsin, August, 1967), pp. 40-61. Output as n e t  sa les  ~ e r . p r o -  
d u c t i v e  hectare,  i n  thousands o f  c r u z e i r o s  (1963). Actua l  farm 
s i zes  inc luded i n  each s i z e  c l ass  a re :  1) 0-10 ha.; 2) 10.1-20 ha.; 
3) 23.1-40 ha. ; 4)  43.1-100 ha.; 5 )  more than 100 has. (sample 
o f  311 farms). 

- / - /-Brazi 1, 1950-7 Solon L. Barraclough and A r thu r  L. Domi ke, "Agrar ian  
S t r u c t u r e  i n  Seven L a t i n  American Countr ies,"  Land Economics 
(November 1966), pp. 39142%. A l so  issued as Land Tenure Center 
R e p r i n t  No. 25  adis is on: U n i v e r s i t y  o f  W i  sconsin, 1966). Output 
a r  percen t  o f  va lue  o f  sub-fami l y  ( sma l l es t )  farm p roduc t i on  per 
cu l  t i v a t e d  hectare.  The authors  c lassed ac tua l  farm s i z e s  i n t o  
f ou r  groups: sub-fami ly,  fami ly ,  m u l t i - f a m i l y  medium, and m u l t i -  
f a m i l y  large. ( ~ a s e d  on Nat iona l  Census data) .  

4 - / - /-colombia, 1960 7 I b g . ,  u s i n g  same measures o f  ou tpu t  and sane 
farm s i z e  c r i  terTa. -(Based on Na t i ona l  Census data) .  

5-/ I-~olornbia, 1966 7 Emil Haney, "The Economic Reorgan iza t ion  o f  
M in i  fundia i n  a F i g h l a n d  Comnt~ni t y  o f  Colombia," Ph. D. t h e s i s  i n  
progress, Department o f  A g r i c u l t u r a l  Economics, U n i v e r s i t y  o f  Wis- 
consin. Output as gross va lue  p e r  hectare,  i n  9. S. do1 l a r s .  Ac tua l  
farm s i zes  inc luded  i n  each s i z e  c l ass  a re :  1) l ess  than one ha.; 
2) 1-2.93 ha.; 3)  3-3.93 ha.; 4) more than 10 has. (Sample o f  
233 farms i n  a h igh land  community o f  Colombia). 

6 - / I - ~ e i t i c o ,  1969 7 Fol ke Dovring, "Land Reform and P r o d u c t i v i t y :  
The Yexi can care, A P re l  im inary  Analys is .  I '  AERR-83, Department 
o f  A g r i c u l t u r a l  Economics, A g r i c u l t u r a l  Experiment S ta t ion ,  U n i v e r s i t y  
o f  I 1 l i no i  s, November 1966, 17 pages. A 1  so i ssued as Land Tenure 
Center Paper No. 63 (Madison: U n i v e r s i t y  o f  Wisconsin, January 
1969), p?. 2-10. Output as gross v a l u e  per  hec ta re  o f  a r a b l e  land, 
i n  pesos. Actual  farm s i z e s  inc luded i n  each s i z e  c l a s s  a re :  
1) le;s than f i v e  hectares i n  t h e  p r i v a t e  sec to r  (average about 1.45 
has.) ; 2) e j  i d o  lands averaging about seven hec ta res  per  e j  i d o  
member (on l y  about t w ~  percen t  o f  1.6 m i l l i o n  e j i d o  members engage 
i n  c o l l e c t i v e  farming) ;  3) more than 5 has. i n  t he  p r i v a t e  sec to r  
(average about 27 has.). (Based on Na t i ona l  Census data) .  
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F igu re  2 

OUTPUT PER HECTARE FOR FARM SIZE GROUPS 

 or each Country, ba r  a t  l e f t  rep resen ts  ou tpu t  pe r  hec ta re  f o r  sma l l es t  
farm s i z e  group. Bars t o  the r i g h t  rep resen t  success i ve l y  l a r g e r  farms 
w i t h  t h e i r  o u t p u t  per  hec ta re  expressed as a  percen t  o f  t h a t  o f  the sma l l -  
es t s  i ze group) .  



1 .  [Japan, 19601 Changes i n  A g r i c u l t u r e  i n  26 Deve lop ing  

Nat ions,  1948-1963, ERS Fore ign A g r l c u l t u r a l  Economic Report No. 27 

(Washington, D. C .  : US Department o f  Agr i  c u l  t u r e ,  November 1965) , 

pp. 35-44. The author  uses data f rom the  Japanese Farm Household 

Survey o f  1960. Output as t o t a l  r e c e i p t s  per  cho minus f e r t i l i z e r  

cos ts  per  cho, f o r  seven crops. Farm s i zes  a r e  c l a s s i f i e d  i n t o  s i x  

groups: 1) less  than 0.3 cho; 2) 0.3-0.5 cho; 3) 0.5-1.0 cho; 

4) 1.0-1.5 chos; 5) 1.5-2.0 chos; 6)  more than 2.0 chos. One cho 

i s  s l i g h t l y  l a r g e r  than one hec ta re .  

2. [Guatemala, 19501 Comi t 6  l nteramer icano de Desarro l  l o  

A g r i c o l a ,  Tenencia de l a  t i e r r a  y d e s a r r o l l o  socio-econ6mico d e l  

sec to r  a g r i c o l a ,  Guatemala (Washington, D . C . :  Pan American Union, 

1965). Output as va lue  p roduc t  per  u t i l i z e d  hec ta re  f o r  n i n e  se lec ted  

crops, i n  U. S .  d o l l a r s .  Farms a re  c l a s s i f i e d  i n t o  f i v e  groups: 

m i c ro  farms, sub- fami ly ,  f a m i l y ,  m u l t i - f a m i l y  medium, and m u l t i - f a m i l y  

1 arge. 

3. [Taiwan, 19651 Raymond Chr i  stensen, Taiwan's A g r i c u l t u r a l  

Development: I t s  Relevance f o r  Developing Countr ies Today, ERS 

Fore ign A g r i c u l t u r a l  Economic Report No. 39 (washington, D . C .  : 

Department o f  A g r i c u l t u r e ,  A p r i l  1968), p .  41. Output as ne t  farm 

income pe r  ch ia ,  i n  thousand N.T. d o l l a r s .  Actua l  farm s i zes  are:  

1) under 0.51 ch ia ;  2) 0.52-1.03 ch ias ;  3) 1.04-1.54 ch ias ;  4) 1.55- 

2.06 ch ias;  5) over  2.07 ch ias .  One c h i a  i s  0.9699 hectare.  

4. [Phi 1 i pp ines ,  1963-641 Vernon W. Rut tan,  "Tenure and Pro- 

d u c t i v i t y  o f  P h i l i p p i n e  Rice Producing Farms,'' The P h i l i p p i n e s  Economic 



Journa l  5, No. 1 ( ~ i r s t  Semester 1966), pp. 42-63. From unpubl ished 

da ta  o f  t he  Bulacan Survey o f  t h e  U. P. C .  A. Department o f  A g r i c u l -  

t u r e  I n f o rma t i on  Survey, G l o r i a  Fe l  i c i a n o ,  D i r e c t o r .  ( ~ l s o  pub1 ished 

as Land Tenure Center Rep r i n t  No. 56, U n i v e r s i t y  o f  Wisconsin,  Mad- 

i son . )  Output i n  k i l og rams per  hec ta re  per  year.  Farms were p laced 

i n  f o u r  groups: 1) below 1.0 ha.; 2) 1.1-2.0 has.; 3) 2.1-3.0 has.; 

4) above 3.0 has. Graph d e p i c t s  r e l a t i v e  p r o d u c t i v i t y  f o r  share 

tenants  i n  B a r r i o ,  Ba la tong B.  

5. [ P h i l i p p i n e s ,  1963-641 - I b i d . ,  us i ng  same measures o f  ou tpu t  

and same farm s i z e  c r i t e r i a .  Graph d e p i c t s  r e l a t i v e  p r o d u c t i v i t y  f o r  

share tenants  i n  B a r r i o  Santo l  . 
6. [ ph i  1 i   pi nes , 1963-641 I b i d .  , us ing  same measures o f  ou tpu t  - 

and same farm s i z e  c r i t e r i a .  Graph d e p i c t s  r e l a t i v e  p r o d u c t i v i t y  f o r  

lease tenan ts  i n  B a r r i o  San to l .  



However, i n  those cases where some such concept was used, the  r e s u l t s  

a re  cons i s ten t  w i t h  the  gross concept.* I n  f a c t ,  us ing  the  gross 

concept probably  understates t he  sm,all farm's  .margin over  t he  l a rge  

farm. 

'The evidence'shown i n  F igures 1 and 2  i s  g e n e r a l l y  c o n s i s t e n t  

w i t h  t he  hypothes is  t h a t  ou tpu t  per  u n i t  o f  land i s  i n v e r s e l y  r e l a t e d  

t o  farm s i z e .  Some may say t h a t  t h i s  does no t  p rove  an inverse  

r e l a t i o n s h i p  between farm s i z e  and p r o d u c t i v i t y  per u n i t  o f  land. 

However, t he  da ta  do show t h a t  the  general  presumption o f  a  h i g h l y  

p o s i t i v e  r e l a t i o n s h i p  which u n d e r l i e s  most land re form d iscuss ions  

i s  h i g h l y  suspect.  

I n  a  Chi lean s tudy Morales analyzed ou tpu t  per  hec ta re  f o r  farm 

s i z e  groups ranging from 10 t o  500 hectares o f  i r r i g a t e d  land. I n  

t h i s  s tudy,  s o i l  q u a l i t y ,  d i s t ance  t o  market,  and even type o f  farming 

were he ld  constant .  Even under these r i g i d l y  c o n t r o l l e d  circumstances 

there  were no s t a t i s t i c a l l y  s i g n i f i c a n t  d i f f e r e n c e s  i n  ou tpu t  per  hec- 

t a r e  f o r  farms i n  t he  var ious  s i z e  groups d e s p i t e  the  f a c t  t h a t  the  

fi I n  t he  f i r s t  B r a z i l  case, F i gu re  1 ,  t he  measure used was ne t  
sa les  per  p roduc t i ve  hec ta re .  I n  F igure  2, i n  the  case o f  Japan, 
t he  measure i s  t o t a l  r ece ip t s 'm inus  f e r t i l i z e r  cos t s  per  u n i t  o f  
land, and i n  t he  case o f  Taiwan t he  measure i s  ne t  farm income 
per  u n i t  o f  land. Note a l s o  Dov r i ng ' s  p o i n t  made e a r l i e r  t h a t  
l a rge  farms use more o f  t he  hardware t h a t  might  o therw ise  have been 
invested toward even more r a p i d  i n d u s t r i a l i z a t i o n .  I n  t he  I nd ian  
case, Long notes t h a t  " I n v e s t i g a t i o n  o f  t h i s  p o i n t  revea ls ,  how- 
ever ,  t h a t  e m p i r i c a l l y  gross va lue  o f  p r o d u c t i v i t y  per acre i s  
e q u a l l y  adequate under Ind ian  cond i t i ons .  V a r i a b l e  c a p i t a l  i npu t s ,  
i n  t he  form o f  seeds, f e r t i l i z e r s ,  i n s e c t i c i d e s ,  e t c .  a re  so 
smal l  as n o t  t o  a f f e c t  comparisons, even i f  there  were some 
cons i s ten t  b i a s  i n  r e l a t i o n  t o  farm s ize--which t he re  appears no t  
t o  be."35 



smal l  farms had more d i f f i c u l t y  (and less  access) i n  o b t a i n i n g  c r e d i t  

and water  f o r  i r r i g a t i o n . 3 6  

The r e l a t i o n s h i p s  shown i n  F igures 1 and 2  a re  cas t  i n  a  s t a t i c  

con tex t .  However, " the  r e l a t i o n s h i p s  revealed a re  the end products  

o f  such dynamics as have e x i s t e d  i n  the soc ie ty . "37 I n  h i s  a n a l y s i s  

o f  I nd ian  data,  Long has suggested t h a t  s i m i l a r  a n a l y s i s  f rom s o c i e t i e s  

whose a g r i c u l t u r e  has had more dynamics might  be more r e l e v a n t .  The 

data f rom Mexico, Taiwan and Japan a re  e s p e c i a l l y  r e v e a l i n g  i n  t h i s  

regs-rd. As Long p o i n t s  o u t ,  " i f  data f o r  such c o u n t r i e s  [as Japan] 

revea l  a  nega t i ve  r e l a t i o n s h i p  between s i ze -o f - f a rm  and gross va lue  

p r o d u c t i v i t y  per  acre above ' va r i ab le  c a p i t a l  cos ts  as the end r e s u l t  

o f  a  h i g h l y  dynamic a g r i c u l t u r a l  development process, then indeed 

the  p resuppos i t ions  o f  most land re fo rm d iscuss ions--and a l s o  o f  

much t echn i ca l  ass is tance work--need in tense  re-exami na t  ion.1'38 

The data f o r  Japan c e r t a i n l y  a re  no t  i n c o n s i s t e n t  w i t h  t h i s  

view. I n  f a c t  the  m u l t i p l e  cropping r a t i o  i s  c o n s i s t e n t l y  sma l le r  

as farm s i z e  increases. L ikewise f o r  t he  case o f  Taiwan, F igure  2  

shows a  very  cons i s ten t  inverse  r e l a t i o n  between farm s i z e  and ne t  

farm income per  u n i t  o f  land. From 1940 t o  1965, c u l t i v a t e d  land 

per  farm was reduced by almost one-hal f  w h i l e  ou tpu t  pe r  hec ta re  

more than doubled.39 The Mexican da ta  a re  a l s o  c o n s i s t e n t  w i t h  t h i s  

view. The e j i d o  sec to r  i n  1960 had o n l y  one - fou r t h  o f  the land b u t  

accounted f o r  over  o n e - t h i r d  o f  a l l  marketed farm produce. I n  terms 

o f  sa les  as a  percent  o f  t o t a l  ou tpu t ,  the  e j i d o  sec to r  s o l d  p r a c t i c a l l y  

the same p r o p o r t i o n  (65.2) as d i d  the l a rge  farm sec to r  (67.7). 4 0  



I t  migh t  be argued t h a t  the  h igher  p r o d u c t i v i t y  per  u n i t  o f  

land on e x i s t i n g  smal l  farms i s  no r e a l  evidence t h a t  new u n i t s  t o  

be c rea ted  by s p l i t t i n g  up l a rge  farms would achieve increased pro-  

d u c t i v i t y .  But the  evidence a v a i l a b l e  on pos t - re fo rm experiences--  

i n  Mexico, B o l i v i a ,  Ch i l e ,  Japan, Taiwan, Egypt--shows t h a t  a l though 

i n  some cases there  was an i n i t i a l  drop, average p r o d u c t i v i t y  per  u n i t  

of land increased r a t h e r  s u b s t a n t i a l l y  a f t e r  these reforms. A l l  cases 

invo lved  a reduc t i on  i n  t h e  average s i z e  o f  farm. 4 I 

There has been much d iscuss ion  o f  t he  drop i n  a g r i c u l t u r a l  ou tpu t  

f o l l o w i n g  t h e  B o l i v i a n  r e v o l u t i o n  and reform,  y e t  t he  evidence shows 

t h a t  t h i s  dec l  i n e  was no t  so much i n  ou tpu t  as i n  the  amount marketed.42 

And i n  f a c t  even t h e  amount marketed was no t  reduced by as much as 

o f f i c i a l  s t a t i s t i c s  i n d i c a t e  because market ing channels were a l t e r e d .  

Thus some o f  t he  produce marketed through t h e  new o u t l e t s  d i d  no t  ge t  

counted s i n c e  market r e p o r t s  were ob ta ined  o n l y  a t  t he  t r a d i t i o n a l  

p o i n t s .  

We w ish  t o  be c l e a r  t h a t  we do no t  argue f o r  smal l  ho ld ings  per 

se o r  necessa r i l y  a f a m i l y  farm system. And c e r t a i n l y  the  manmland 

r a t i o  i n  L a t i n  America i s  immensely more f avo rab le  than i n  Japan o r  

Taiwan and p resen t i ng  evidence on these c o u n t r i e s  i n  no way i s  meant 

t o  suggest such smal l  farm systems f o r  L a t i n  America. The evidence 

was presented t o  show t h a t  even i n  a system o f  ext remely  smal l  ho ld -  

ings,  t h e  inverse  r e l a t i o n s h i p  between farm s i z e  and ou tpu t  per  u n i t  

o f  land e x i s t s .  



We recognize t he  d i f f e r e n c e s  e x i s t i n g  i n  L a t i n  America today and 

those e x i s t i n g  i n  Europe and e s p e c i a l l y  i n  t he  Un i t ed  States and 

Canada a t  t he  t ime t he  f a m i l y  farm system was es tab l i shed  i n  those 

coun t r i es .  What i s  requ i red  f o r  development i s  an a g r i c u l t u r e  organized 

i n  such a  way as t o  (1) p rov ide  i ncen t i ves  f o r  p roduc t i ve  work and i n -  

vestment, and (2 )  use a  combinat i o n  o f  p roduc t  i o n  f a c t o r s  cons i s i s t e n t  

w i t h  t he  cos t  and a v a i l a b i l i t y  o f  these f a c t o r s  a t  a  g iven  t ime. 

What o f t e n  leads t o  suppor t  o f  t he  case f o r  a  smal l  farm system i s  

t h a t  these b a s i c  requirements seem t o  be more e a s i l y  met w i t h i n  such 

a  system. However, t h i s  may be a  judgement r e f l e c t i n g  t he  c u l t u r a l  

b i a s  o f  U. S. t echn ic ians .  

I n  t he  Un i t ed  S ta tes ,  land tenure research has concentrated 

l a r g e l y  on improving l eas ing  arrangements and on "mod i f i ca t i ons  

designed t o  h e l p  t he  tenant  become an owner 0 ~ e r a t o r . 1 ' 4 3  Th i s  has 

been a  re l evan t  focus f o r  t h e  Un i t ed  States.  Th is  research emphasis 

i s  a l s o  f i t t i n g  f o r  many o f  t he  land lo rd - tenan t  smal l  farm systems 

i n  As ia  (where land re form i s  a l s o  a  s imp le r  process than i n  L a t i n  

America s ince  such a  system i s  a l ready  cha rac te r i zed  by smal l  opera- 

t i n g  u n i t s  and t he  key t o  reform i s  t o  sever t he  l a n d l o r d s '  c o n t r o l  

over  t he  tenan ts ) .  But such a  research emphasis does no t  g e t  a t  

t he  key issues i n  t he  L a t i n  American s i t u a t i o n .  Here, i f  t he  a g r i -  

c u l t u r a l  sec to r  i s  t o  make i t s  c o n t r i b u t i o n  t o  o v e r a l l  development, 



bas ic  reorga inzat ion  and r e d i s t r i b u t i o n  o f  land and c a p i t a l  i s  requi red 

i n  order  t o  : p roduc t i ve l y  employ more people i n  a g r i c u l t u r e ,  c o n t r i -  

bute more t o  c a p i t a l  format ion i n  both the a g r i c u l t u r a l  and the indus- 

t r i a l  sectors,  and prov ide the income d i s t r i b u t i o n  necessary f o r  

broadening the market f o r  l o c a l l y  manufactured goods as w e l l  as f o r  

the increased product ion from a g r i c u l t u r e .  4 4 

As a minimum, even i f  major land d i s t r i b u t i o n  programs are no t  

p o l i t i c a l l y  f eas ib le  a t  present,  farm programs under most L a t i n  

American cond i t ions  requ i re  a s h i f t  t o  p rov ide  more s p e c i f i c  a i d  t o  

the e x i s t i n g  small farm sec tor  (elsewhere re fe r red  t o  as a p o l i c y  o f  

"cont r ived dualism" i n  con t ras t  t o  the e x i s t i n g  dual ism). 45 

immediate purpose o f  such programs i s  t o  c rea te  new and more secure 

income earning oppor tun i t i es  i n  r u r a l  areas. The longer term objec- 

t i v e  i s  t o  speed up the requi red s t r u c t u r a l  t ransformat ion o f  the 

t r a d i t i o n a l  a g r i c u l t u r a l  system." "Over t ime i t  would be expected 

t h a t  the orga inzat ion  and the p o l i t i c a l  and economic power o f  the 

two subsectors would become more equal. 1146 

Major p o l i c y  steps need t o  be taken i n  four  key areas: (1) a l l o -  

c a t i o n  o f  land on the basis  o f  i t s  a b i l i t y  t o  employ labor ,  (2)  develop- 

ment and i n t r o d u c t i o n  o f  new technology t o  increase employment and 

product ion,  (3)  m o d i f i c a t i o n  o f  r u r a l  se rv i ce  s t ruc tures  t o  assure access 

t o  small farmers, and (4) p r o v i s i o n  f o r  dual systems o f  c a p i t a l  and 

c red i  t .47  Programs introduced i n  the past several  years i n  Southern 

~ r a z i 1 ~ ~  and i n  the Puebla p r o j e c t  i n  ~ e x i c o 4 9  are  most encouraging 

w i t h  respect t o  r e s u l t s  achieved when s p e c i f i c  a t t e n t i o n  i s  g iven t o  



the  spec ia l  needs and problems o f  smal l  farmers.;: 

A team o f  economists f rom Iowa S ta te  U n i v e r s i t y ,  i n  ana lyz ing  
t he  Guatemalan a g r i c u l t u r a l  sec to r ,  r a i sed  t h i s  ques t ion :  
"Where Should Corn Produc t ion  Be I ncreased?" A f t e r  c a r e f u l  l y  
ana lyz ing  the  prospects  on t he  coast ( w i t h  a l a r g e  farm system) 
and on the  c e n t r a l  h igh lands  ( w i t h  a smal l  farm system) and 
d e t a i l i n g  a l l  the  expected consequences, they concluded t h a t  a 
major f e r t i l i z e r  program would have t h e  most b e n e f i c i e n t  r e s u l t s  
i f  concentrated i n  t he  c e n t r a l  reg ion.  

"The gains f rom a f e r t i l i z e r  program i n  t he  c e n t r a l  r eg ion  
can be summarized as f o l l o w s :  

I )  a r i s e  i n  r e a l  income f o r  producers us ing  f e r t i l i z e r  
from the  33 percent  o f  a d d i t i o n a l  p roduc t i on  consumed 
a t  home; 

2) an increase i n  cash income f o r  these producers o f  
Q 6,600,000 f rom t h e  o u t l a y  o f  Q 2,500,000 f o r  f e r t i -  
l i z e r ,  which would be a v a i l a b l e  t o  purchase food, 
consumer goods and o t h e r  farm i npu t s ,  thereby r a i s i n g  
l i v i n g  standards and opening markets f o r  i ndus t r y ;  

3) more abso rp t i on  o f  labor  i n  corn  p roduc t i on  because 
t he re  i s  less  mechanizat ion than i n  t he  coast and a 
l a r g e r  p roduc t i on  area would be invo lved;  

4) p r i c e s  and supp l i es  o f  corn f o r  d e f i c i t  urban and r u r a l  
markets equ i va len t  t o  t he  program i n  t he  coas ta l  region."50 

Recognizing a l l  the  d i f f i c u l t i e s  i n  c a r r y i n g  ou t  such a program, 
they never the less conclude t h a t  "...fundamental ques t ions  can be 
ra i sed  about the  d e s i r a b i l i t y  o f  a l a rge -sca le  f e r t i l i z e r  program 
t o  increase p roduc t ion  o f  a subs is tence c rop  such as corn  w i t h i n  
a l a r g e l y  commercial subsector .  The most se r i ous  ques t ion  would 
appear t o  be the  income e f f e c t  on t he  vas t  m a j o r i t y  o f  co rn  pro-  
ducers [as a r e s u l t  o f  corn p r i c e  dec l  ines ]  who would be cu t  o f f  

f rom the  new and more p roduc t i ve  technology be ing  app l i ed  by the 
f o r t u n a t e  few.1'51 



The evidence presented i n  t h i s  paper supports the  case f o r  the 

p r o d u c t i v i t y  p o t e n t i a l  o f  a reformed a g r i c u l t u r e .  Given e x i s t i n g  

circumstances, there i s  no c o n t r a d i t i o n  i n  the need f o r  farms t o  

become la rge r  i n  some count r ies  and smal ler  i n  others.  "The eventual 

goal o f  development p o l i c i e s  may indeed be a large- farm a g r i c u l t u r a l  

system i n  an i n d u s t r i a l  economy. But such an end product must be 

achieved through a continuous process o f  reorgan iza t ion  and the  use 

o f  product ion techniques appropr iate t o  the f a c t o r  endowments e x i s t i n g  

a t  p a r t i c u l a r  po in t s  i n  time."52 
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