‘.4

'\!) .

) /\f //
) - RRE

AGENCY FOR INTERNATIONAL DFVPLOPMENT
PPC/CDIE/DlI REPORT PROCESSING FORM ‘e

ENTER INFORMATION ONLY JF NOY !NCL UDED ON COVER OR TITLE PAGE OF DOCUMEN

L Eroject/Subproir -t Number ey 2. Contract/Grant Numb. LA 3. Publication Date

EE - 53| ” DAY - 531 - /% 00"5?0’7 v =00 ] /2_/.‘6‘&'7

4. D:x:umem. Title/ /- lrr_r‘\_g}\_ln_Led Title

. i -
5. Authoc(s} . )
1.

2.

3.

'/ﬂ‘ Y. (\/ \\ V) (;;(Lk {C- LIV\\\/( vel “L(
L_.__. e

rﬂ_xalxon o _ & . Report Number 9. Sponsorjng A.LI.D. Office

L ﬂ) _j |fﬁ\ i 14 3% 7 S/'/'le

10. Abntrnc 0w rd limit)

F;Q&n_‘fﬁll&i.“xf_).[ﬁ enization(s)

11. Sub)ect' Keyworh gnptlonul)

/ \ [N i N
L. (L{uvc\ llt(ul( Al E'FYE\"\"/K'&S. 4

2 — _(/( 5.
A1 e u_‘ *’LLM(L[ {>C Ve [O{AW"\ 6.
I-‘"S—Lﬂ;[:)lcxﬁ:-r;l‘nry—}:(-)Lcn ‘ } .
|
l-S—.vSubmiLLinK Officinl 4 . 14. Telephone Number 15. Today's Date
Jobin Qna-—,’z(,( DIS ~H4 1D ] /2/15{8%
....................... ‘DO NOT write below this line st veenentiiiiiiiiiiiiieiaaians ve e,
16. DOCID e 17. Document Disposition

DOCRD {] INV[]| DUPLICATE (]

WORK SHFET



Py - ke

Economics and Sociology
Occasional Paper No. 1428

LATIN AMERICAN AND ASIAN DEVELOPMENT PATTERNS:
A CONTRASTING PROFILE OF HISTORICAL LEGACIES
AND
CONTEMPORARY PATHS OF CHANGE IN AGRICULTURE

BY

DOUGLAS H. GRAHAM
THE OKIO STATE UNIVERSITY

Paper prepared for Conference on
Brazilian Agricultural Development Problems
Escola de Agricultura Luis Queiroz
(ESALQ)

Universidade de Sao Paulo
Piraclicaba, S.P.

(November 30th, December 1st, 1987)



I. Introduction

I greatly appreciate the honor of offering a paper in this
series on the agricultural problems of Brazil here at Piracicaba.
I am sure that you have had the opportunity to hear many Bra-
zilian experts throughout your years here discuss the numerous
problems and challenges facing Brazilian agriculture. And, at
the same time, I know you have benefited from the insights and
knowledge of your fine faculty here at ESALQ. 1In light of this
formidable competition, I have not chosen to talk about the
problems of Brazilian agriculture, at least not directly. Rather
I have chosen to introduce what I hope will be a different
perspective in evaluating the performance of your country's
agriculture. This perspective will emphasize Lat.n American
agricultural performance (in which Brazil's role and profile is
obviously important) in contrast to that of selected Asian
countries.

My reasons for doing this are three-fold. First, I am
presuming that Asian agricultural development has not received
much emphasis here at ESALQ and I feel its lessons are relevant
for professionals concerned with agricultural development;
second, the topic has grown out of my own recent experience in
teaching material on agricultural development patterns at 0SU and
engaging in research and field experience in both regions; and
thirdly, the more I read the literature on agricultural develop-
ment in our profession, the more apparent it becomes that the
literature has been strongly imprinted by the patterns of
development in these two sharply contrasting regions of the
world.

This paper is very preliminary and exploratory. As such
detailed references and footnotes have been postponed in this
version. I shall work these out in greater detail in a later
version. However, I will gladly share some of these references
with you following this talk if there is any strong interest to
do so. I have taken the liberty of presenting this material,
perhaps prematurely, in hopes of eliciting critical comments from
you and your colleagues in Brazil as to how it might be expanded
and improved.

Prior to beginning our discussion, a word is in order on the
countries chosen and the tabular material presented. I have
chosen the major countries in South American plus Mexico as the
basis for this preliminary discussion. 1In Asia I have limited my
country choices to the two major success stories in East Asia
(Korea and Taiwan), the four rapidly growing countries in
Southeast Asia (Malaysia, Thailand, Indonesia and the Phil-
ippines) and the four extremely low income countries of South



Asia (Sri Lanka, Pakistan, India and Bangladesh) for which there
are nc comparable counterparts in Latin America. I have delib-
erately excluded the city states of Hong Kong and Singapore as
inappropriate for a paper dealing with agriculture. This gives
us ten countries in each region, a useful comparable benchmark at
this preliminary stage of the analysis. Furthermore, the choice
of these countries is defensible in that agricultural development
patterns in these countries have inflvcnced the literature on
agricultural development in our profassion

Finally, I have condensed the relevant empirical data into
six tables. To ensure consistent crosc-country comparisons, the
World Development Reports of the World Bank have been used as the
principal source of information. A number of these tables
present material in other sectors of the economy besides agricul-
ture. I find this essential since one cannot evaluate the recent
development of agriculture in these two areas without reference
to policies and performance in other parts of the economy. Later
versicns of this work will explore additional agricultural
benchmark data.

IT. Asian and Latin American Agricultural Development:

Setting the Initial Historical Param=ters

As stated above the accumulated knowledge on agricultural
development has been decisively influenced by historical ex-
periences in Latin America and Asia. Africa, though of growing
importance, has vet to shape our thinking (and our texts) as
decisively as these other two regions. No doubt this will occur
in the decade of the nineties as the current challenges to break
through the obstacles to development in Africa are better
documented and various lessons set forth in the literature.

For the present, however, the Asian and Latin American
experiences predominate in the established literature of the
sixties, the seventies and early 1980s. This paper presumes to
generalize from the experiences in these two distinctly different
parts of the world. First, generalizations are drawn from their
sharply different historical legacies. Next, the structural
contrasts and recent economic performance are underscored for
both the agricultural sector and the economy as a whole in both
regions and the consequent differences in the political economy
of agricultural policies considered, Finally, the impact upon
the agricultural economics literature is identified and discussed
as each region's contribution to the recent intellectual legacy
of our profession is explored.

Nothing so marks the history of these two regions as their
experience in world markets in the 19th and early 20th centuries.
Latin America as a region, was overwhelmingly drawn into the
rapidly growing currents of world trade at this time, Asian



countries much less so. Moreover, this expansive trade role in
Latin America transformed their agricultural sectors from
relatively traditional activities into large commercial es-
tablishments built on ever growing consolidated land holdings run
either as plantations (for cacao, cocoa, coffee and sugar
enterprises) or large farms (for cereals and livestock). Pockets
of large scale agriculture also appeared in selected Asian
agricultural settings. However, the region as a whole generally
maintained its traditional rural social structure and traditional
rice culture during this period.

Two other characteristics also stand out in explaining the
divergent path of agricultural growth in the two regions: the
man-land ratio and the requirements of a rice culture in a
monsoon setting. The much more land scarce and densely populated
Asian societies, over a prolonged period of time, created a
firmly entrenched peasant culture under various functional forms
of tenancy. Thus it would have been difficult if not impossible
to have dislodged or displaced this peasant culture without
incurring unacceptable levels of economic cost and social unres:.

Latin America, on the other hand, had low man-land ratios
and a richer endowment of natural resources to justify its rapid
participation in world trade patterns. This contrasting resource
endowment reinforced the dramatically unequal distribution of
land resources derived from colonial times. The net result of
this esource base and institutional inequalities was to further
marginalize or displace the peasant producers in the areas where
they originally predominated (the Andean countries and Mexico).

Finally the profile of dominant crops in the two regions
highlights the different historical factors shaping the evolution
of agriculture in these two areas of the world. Rice, of course,
has always dominated Asian agriculture. The complex ecological
basis for rice cultivation stands out in Asia with tightly
scheduled farming tasks calibrated to the Monsoon rain calendar.
Deep ploughing, fine puddling, seeding preparation, transplant-
ing, reaping, threshing and the need for careful control of water
systems with good irrigation and drainage is necessary to ensure
success in a disciplined cooperation that is unnecessary for the
cultivation of wheat, corn and other grains in Latin American
agriculture. The fact that “his is the region of the world where
farmer organizations and cooperatives are most successful is not
by accident. 1In contrast, farm level cooperatives have a more
checkered and problematic record in Latin American settings.

In Latin America, export crops predominate in the economic
history of the past one hundred years. While relatively effi-
cient plantations and large farm operations emerged to grow these
crops, there was only a limited role for peasant producers in
these settings. Thus the rich mosaic of tenancy conditions for
peasant cultivators, so common to Asia, was much less developed



in Latin America. iIn the end, a domestic wage good (rice) shaped
the path of agricultural development and the institutional forms
of tenancy supporting that development in one area, while non-
wage export crops shaped the growth of the other world area and
the labor market institutions behind that growth.

This wage-good syndrome stands out in the Asian colonial
legacy and deserves a digression here. 1In playing its colonial
role in the early 20th century, Japan helped modernize the rice
cultures of Korea and Taiwan. These colonies acted as effective
suppliers of cheap wage goods for Japanese urban consumers. The
Tokyo rice riots during the First World War underlined the
dangerous stagnation of Japanese agriculture at the time and did
much to shape this colonial policy. The significance of this
policy lies in the long run impact of building irrigation
networks, testing and adopting new varieties and practices, and
developing farmer associations to facilitate the adoption of
these new varieties and practices. 1In the end a large number of
small rice producers in the colonies benefited from the social
and economic infrastructure necessary to carry out the colonial
objective of feeding the populace of the metropolitan country.

In contrast investment in agriculture in Latin America,
stimulated by late 19th and early 20th century trade patterns,
ignored wage goods and emphasized non-wage, non-food, agricul-
tural commodities with less significant spillover benefits for
small holder producers. Put in contemporary parlance the
Japanese colonial legacy, based on a wage good food crop,
eventually facilitated a uni-model agricultural development
Strategy in the post-World War II era in East Asia, while the
neo-colonial legacy in Latin America encouraged the emergence of
a bi-mcdel minifundia-latifundia development style. The rest of
this paper focuses on the post-war development patterns in the
two regions highlighting the different evolution of agricultural
development, pricing policies, foreign trade and macro-economic
policy styles, the role of informal markets, land reform and the
political economy of food policy and rent seeking in these
different areas of the world.

III. Recent Development Patterns:
Asia and Latin America Compared

Table 1 sets forth *he basic income and growth profile for
the two sets of countries. The Latin American countries clearly
register a markedly higher level of income per capita than the
Asian countries. In 1976 the Latin American group recorded an
average income per capita level 2.6 times that of the Asian
group. However, by 1985 this differential had been reduced
substantially. Ceclumns 3 ard 4 underscore this growth profile
enplasizing the stronger performance of the Asian countries.
During the decade of the 1960s and early 1970s, the Asian group



TABLE 1
INCOME PER CAPITA RANKINGS AND AVERAGE ANNUAL RATES OF GROWTH
FOR SELECTED ASIAN AND LATIN AMERICAN COUNTRIES
FOR SELECTED PERIODS 1960 - 1985

Ranked by Average Annual Growth of
1985 Inc/Cap Income per Capita US§ Income Per Capita
1950 to 1965 to
ECH I 1976 1985
(m (2) (3) (4)
Asian Countries
Taiwan $1,070 $2,794 71984) 6.3 6.8
S. Korea 670 2,159 1.3 6.6
Malaysia 860 ¢, 060 3.9 44
Thailand 380 80¢ 4.5 4.0
Philippines 410 580 2.4 2.3
Indonesia 240 530 3.4 4.8
Pakistan i 380 3.1 2.6
Sri Lenha 200 380 2.0 2.9
India 150 20 1.3 1.
Bangages" __10 _ist 0.4 i,
AVE § 426 $ 804 3.4 3.7

catin American Countries:

Venezuela $2,570 $3,080 2.6 0.5
Argentina 1,550 2,30 2.8 0.2
Mexico 1,090 2,080 3.0 2.7
Uruguay 1,390 1,65¢ 0.6 1.4
drazil 1,140 1,640 4.8 4.3
Chile 1,050 1,430 0.9 -0.2
Colombia 630 1,320 2.3 2.5
Ecuador 640 1,160 3.6 3.5
Peru 800 1,010 2.6 0.2
Bolivia _3%0 AT 2.3 .2
AVE. $1,093 $1,349 2.1 1.6
(Latin A. Ave/ 2.6 1.7

Asian Ave.)

Source:  MWorld Development Repoct. 1978 and ‘987, World Bank, Washington 0.C., Table 1.
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registered an impressive 3.4 percent rate of growth of per capita
income in comparison to the slower 2.7 percent rate of growth for
the Latin American countries. If one eliminates South Korea and
Taiwan, the resulting 2.5 percent still roughly corresponds to
the Latin American growth rate,

This contrast stands out even more strikingly in the more
recent period from 1965 to 1985 which highlights the cumulative
impact of the post 1973 o0il crisis years along with the turbulent
vears of the world recession in the early 1980s. One should bear
in mind that only two Asian countries can be labelled as oil
producing countries. (Indonesia, and to a lesser extent,
Malaysia) while five Latin American countries (Venezuela, Mexico,
Ecuador, Argentina and Peru) are either important oil producers
or close to self-sufficiency, thereby presumably relaxing the
growth constraints from a high priced oil world. vet the record
of per capita income growth markedly favors the Asian countries
(3.7 to 1.6 percent), a differential more marked than that
recorded in the period weighted by the 1960s and early 1970s.
Even if we exclude the high growth countries of Korea and Taiwan,
the Asian group registers a growth rate of income per capita of
2.8 percent per vyear, substantially above the level recorded by
the Latin American group. Thus, throughout the last two decades
the Asian group outperforms the Latin American group of coun-
tries, particularly for the more recent period, even when one
excludes Korea and Taiwan.

Table 2 sets forth the contrasting performance within the
agricultural sector. Associated with the much higher income per
capita measures, the Latin American countries have a much lower
percentage of their labor forces in agriculture. If we take the
decline in the share of the labor force in agriculture as a rough
index of modernization (column 3), the Asian countries present an
unusual mix. The Asian countries stand out in having the two most
dramatically modernizing countries in both sets of countries (in
Korea and Taiwan where the decline ir the agricultural labor
force in twenty Years reached over 30 percentage points in column
3) as well as the least modernizing such as the South Asian
countries where the percentage decline was marginal. On the
other hand, the low percentage differences for Argentina and
Uruguay emerge because these economies had already modernized in
earlier decades (i.e. their labor force shift into the industrial
sector occurred earlier).

Given their low levels of per-capita income, the higher
shares of their labhor force in agriculture, and a generally
traditional peasant culture in place to cultivate their dominant
Wage-good crop (i.e. rice), the Asian countries could not promote
the higher rates of economic growth seen in Table 1 without
including a prominent role for modernization within their
ayricultural sectors themselves, This becomes evident through
investigation c¢f the remaining data in Table 2.



Countries
Ranked by

1935 Percent of Labor Force

Inc/Cap. In Agriculture

TABLE 2

SELECTED DATA ON STRUCTURE AND PERFORMANCE OF
ASRICULTURAL SECTORS FOR SELECTED ASIAN

AND LATIN AMERICAN COUNTRIES

Fertilizer Consumption
Hundreds_of grams/hectare _

Food Product

per Capita Base

yrs. = 100

Food Imports as a
% Total Imports

1960 1980
m (@
5. ASIAN COUNTRIES
Taiwan 56 2
S. Korea 66 36
Malaysie 63 42
Thailand B4 il
Phil-
ippines 61 52
Indo-
resia 78 57
Pakistar 6! 55
Sri Lanaa 56 52
India 14 1€t
Bangla-
desh 81 1%
AVE, 68 53

AVE. {w/o
“ores;

S. AR AMERICAN COUNTRIES

Venezuela 35
Argentina 29

Mexico 55
Uruguay 2!
Brazi} 52
Chile 30
Colombia 51
Ecuador 57
Peru 53
Bolivia 6!
AVE. 43

16
3
37
'8
3
W
3
39
40

48

29

giff

(3)

36
30

"o
o

13

9

19

{
8

5
21
13
1
18
13

15

1870
{4)

na
2,466
436
16

2

“eq
165
496
114

{22

165

2L
246
362
169
kA
3
123
297

"

K

205

1384
(5)

D W D
L=
&~ .

§0
319

46
594
167
394

(623)

411

3
602
252
304
249
558
297
204
25

299

% Incr.

(6)

9.

L == ]

525.
253.

5.
245,

ThHh N W D

730.

<)

149.0
5.2
‘447
-25.5
19.8
SHAN ]
80.0
141.4
-24.5
92.3

1965-67  1979-81
to 1974-6 to 1983-5 19

on

/'7\

A

na
104
146
106

108

1
114
10
it?

85

12

193
104
98
10
114
92
106
97
99
19

10§

(8)

101
106
110
107
115
103
103
104
m
101

106

(s

~—

b
20
41
22

16.3

— . - ~N e -
W 3 €I A0 O ~3 N T N

Sore: WrldDaelaent S, 1997, A TdBenk, Tebles 6, 1209, vord Do cment Regort 1983

Tabe 2i; World Development Report, 1978, Table 1

198

1

N

|

—

0)



The modernization drive within agriculture in the Asian
group can be seen in the substantially higher growth in the
consumption of fertilizer per hectare than that recorded for the
Latin American group. Whereas the differentia] average consump-
ticn was roughly 2.3 times higher in 1970 for the Asian group
over the Latin American group {column 4 averages), this rose to a
multiple 3.1 times higher in 1984 (column 5 averages). Thus the
decade of the 1970s and the early 1980s sazw & faster pace of
agricultural modernization ( measured in terms of increased
fertilizer consumption) in the Asian group of nations.

This finding is not unexpected for a resource poor region
with a high man-land ratio. 1In short this measure of moderniza-
tion (i.e. ferti izer per hectare) is biased in favor of land-
scarce countries. If one were to use an output per worker
measure of modernization (i.e. mechanization), the Latin American
countries would clearly stand out as having modernized much more
rapidly than the Asian group. However, the former measure ;s
relevant for a more uni-mode] structure of land holdings and
underscores the potential for a wider distribution of the
benefits of modernization. It is precisely for this reason that
I have chosen to report this data since the uni-model vs. bi-
model development path is the relevant frame of reference in any
comparison of land-surpius Latin America with land-scarce Asia.

The remaining data in Table 2 highlight the fact that the
Asian path to agricultural modernization led to a higher growth
of food production per capita in the 1970s and the 1980s (columns
7 and 8). This increased production also led to a marked
reduction in food imports or greater food self sufficiency
(columns 9 and i0) than that recorded for the Latin American
group which recorded an increcse in food import dependency from
1965 to 1985,

To draw this tabular analysis to a close, four additional
tables have been assembled to offer insights into the general
policy making scenario within the two sets of countries. These
tables also present further evidence on the equity dimensions of
growth within each group of countries. The findings in tables 3
and 4 underline the contrasts in the relative role of the
financial sectors in the process of recent economic growth in the
two regions. First table 3 shows that inflatior was much higher
in the Latin American group than in the Asian countries,
Moreover, this dramatic contrast has grown even more markedly in
the more recent period of the 1980s (column 2). High rates of
it lation destroy the effectiveness of the financial system and
financial intermediation as a major contributor to ef’icient
rezource allocation and econamic growth. The much higher and
g:ewing levels of financial deepening in the Asian group under-
stores the greater relative role of their financial sectors in
thelir growth process.

[N



Countries Ranked
by Inc/Cap 1985

TABLE ?

RATES 0F INFLETION AND FINANCIAL DEEPENING FOR

SELECTED COUNTRIES IN ASIA AND LATIN AMERICA

FOR SELECTED YEARS 1965-1935

Averaga Annuat Inflation

A Asia Countrlies 1863-80 1960-85
(1) {2)
Taiwan
S Kores ‘8.7 &)
Malaysia 4.9 3.4
Thailand 6.8 3.2
Philipaines 1.8 19.3
Indonesia 3.3 ‘0.7
Pakistan 10.2 8.1
Sri Lanka 3.5 67
India 7.8 Tt
Bangladesh 14,9 1.5
AVE. 3.2 €3
3. LATIN AMER-
1CAN 20'5
Venezuela 8.7 5.2
Argentina 7.5 342.8
Mexico 13.2 62.2
Uruguay 51.7 44.6
Brazil 31.6 4.7
Chile 129.8 16.3
Colombia 1.5 2.5
Ecuador 1.3 2¢.7
Peru 20.5 82.5
Bo'vie 5.0 585,
wVE. 38.5 '34.9
AVE. {w/0 Bolivia
Arg. and Brazil) 4c.9

financial Deepening (M,/GOP)

1965
(3)
33

4
[

D D P
T —_—, O
3 M~ o

fos
jon o >

1980

- A W PO O Ea
L ~3 ~3 D D© (O A

~
fro  r> 2 O w W W s Oy

23.5

1985

(5)
11.9
40.0
104.5
58.9
16.2
2.1
31.6
33.6
44.3
25.1

43.1

e P PO D W D e O
I D U -2 OO DY N SN

-

fon o
i'\)l’-m»«hmm-.umq“

25.9
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TABLE ¢
SELECTED INDITATORS ON LONG TERM DERT FOR SELECTED
ASIN AND LATIN AMERICAN COUNTRIES
‘670 AND “989

Count-“e:z Tota! Long Term Debd* Long Term Debt Service
Rarked by Disburses a~g Cutstanding as a Percent of
Inc/Can. 1985 35 3 Percent of GNP Exports of Goods and Services
A ASIAK CO'S. 1970 1985 1970 odws
(1) 2 (3; (4)
T3 a2n 1.4 - 4.5 -
% Hores 3.2 2.6 2.4 21.5
Yatayeia 10.9 2.0 4.4 21.5
Thailand (R 36.C 4.5 5.4
Philippines 21.1 o1 22.8 19.5
indonesia 30.9 36.6 - 5.1
Pakistan 30.8 317 23.5 35.0
Sel Lanka - 49.2 - 14.7
India 15.4 5.0 5. 12.1
Bangladesh - 3.2 e 16,7
AVE. 15.4 35.4 16.4 HAY]
8.  LATIN AMER-
10AN €0’ g
Venezvels 8.7 46.1 - -
Argentina 23.3 56.4 - -
Mexico 7.0 52.8 44.3 48.2
Uruguay 12.8 §3.¢ 238 36.5
Brazil 12.2 3.8 2.8 34.8
Chile 32.2 1238 2.4 4
Cciombia 22.5 33.3 9.3 33.4
Ecuador 6.8 §1.5 6.3 330
Peru 38.1 4.6 43.0 15,2
Bolivia 0.3 136, - e
AVE. 0.8 2.7 2.3 35.1

Source: #orid Development Reopfg~7987, korld Bank, 7sble 18, pp.236-7.
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Finally, high inflation, financial repression and financial
shallowing means a country is not making any serious attempt to
create incentives to mobilize domestic resources for economic
development. Tiis leads to a foreign debt-led pattern of growth,
a development style developed par excellance by Latin American
countries. Table 4 emphasizes this pattern and, again, the
contrast between the Latin American and Asian group of nations
stands out. The Latin American countries drew much more heavily
upon external debt and are currently struggling with more severe
debt-induced stabilization programs. The findings in both Tables
3 and 4 strongly imply that macroeconomic policies in the Asian
group (with the exception of the Philippines, a touch of Latin
America in Asia) were more consistent and under greater control
through time than was the case in the Latin American group of
countries,

At the same time, macroeconomic inconsistency and in-
stability is invariably associated with serious distortions in
resource allocation. 1In its 1983 World Development Report, the
World Bank staff collected information on price distortions for
thirty-one developing countries representing more than 75 percent
of the population of the developing world (excluding China). The
analysis concentrated on distortions in the prices of foreign

exchange, capital (interest rates), labor (wages), trade restric-
tions (implicit tariffs) and infrastructure services (electric-
ity, etc.). the estimated composite price distortion index was

found to be inversely related to growth and efficiency.

Of interest to us is the fact that four out of the six least
distorted economies (those with the lowest composite price
distortion index) consisted of countries from our Asian group of
nations. Moreover, due to the ract that Taiwan wes excluded from
the study (as it has been excluded from all World Bank statisti-
cal tables since its replacement by China in the United Nations),
this is an underestimation of the number of our Asian countries
in the least distorted group. Taiwan has been notoriously free
of major price distortions in its economy in recent decades. Out
of the least fifteen distorted countries, seven of our Asian
group are included (eight if we choose to include Taiwan). Only
one Latin American country (Colombia) is included in this 1list.
On the other hand, seven of the ten countries making up our group
of Latin American nations fall into the category of the most
price distorted countries in the study (from 16th to 31st place).

Tables 5 and 6 round out this analysis in documenting
intersectoral inequality and income distribution. The relative
product per worker measures in Table 5 indicate that the sectoral
per worker income differentials between industry and agricuiture
are wider in the Latin American countries in 1960 and 1980. At
the same time the relative share of wages in industrial value
added, though initially similar in 1970, diverged by the mid
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1980's. Thus, the functional distribution of income within the
industrial sector (between wage and non-wage ir.come) slightly
improved in the Asian subgroup but worsencd in the Latin American
group of nations over the past decade.

However, it ies Table 6 that highlights one of the more
meaningful centrasts between these two regions of the wo:ild,
name]y the profile of income distribution. While data does not
exist for all countries, the available evidence underscores the
much more equitable distribution of income in the Asian countries
over that recorded in the Latin American ~auntries. This is
evident whether noted through the average percent of householcd
income accruing to the lowest twenty percen*t of the population
(6.1% vs. 2.8%), or through the fast that *he richest 10 percent*
of the househclds account [on the average, ‘¢ over 50 percent of
total Income in the Latin American -ounty. s DLt only 34 poercent
among the Asian ccurtries. The heavy weight of the wealthiest 20
percent of househulds can be seern in colur: & where they rep-
resent (on the average) twenty times the ::come share of “he
pocrest 20 pe rci:nat in the five Latin American countries but only
come to eight times the share of the poorest 20 percen*t in the
Asian countries. In brief, income dliferentials and incone
irequality a¢ w.ach meore marked i= Latin Anerica.

The scena:lo that emerges from *inis comparison is clear.
The Latin American group as a whole recnrd higher levels of
ncome per capita and a much smaller share of their labor force
n agriculture. They have gone furtter *hirough the st votural
transformation of modern economic growth than most of the Asian
yroup. Howewer, In the post-war per od, tlhe rive of growth of
income per capita has been substantiallc “Wighe: I3 the As’an
cotuntries, especially for the most recent decades. Moreover,
this growth has s*imulated ar. impressive record of broad based
agricultural mondernization within a relatively wtzable,non-
inflationary environment and with much less foreign debt and mucl
more domestic mobilization of savings. nereas the Latin
American growth path has L. characterized by growing marro-
«ronomiz diseqguilibria and inequality, the Asian group's develop-
ment has beer much less disequilibrating, Lullt on a firmer base
U social consensus, and has distributed its benefits much more
‘idely both within and outside thejir agricultural sectors. It ies
precisely this later £ :re that has shaped the image of the
agricultural sector : twe regions, and the way in which it
is frequently researched a:.? surtrayed withln the agricultural
economics literature.
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Agriculture In Asiz and Latin America:
Institutional :r¢ Polic. Biases

Two important instituiional developments that go a long way
teonelp characverize the ipmage of agriciitural development in

IS
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these two contrasting societies, are land reform and agriculturzal

research. Post-war l:ad reform in the Asian countries nas be-an
brought about througlh *he aftermath of wars and occupations.
Korea and Teiwan carried out thelr land reforms in the early

1950s. ©On the other hand, land reform in the La*:n American
countrlies under review here {(Mexico, Bolivia, Chile, Peru and
Colombia; occurred through non-war related political developments
A5 a part of more politicized populist movements. 1In the As’ar
countries the land reform was relatively easier and consisted o
legitimizing a juridical basis for the small tenant operational
units of the peasantry that were already in place and had already
become the effective producer anits in the country. The Latin
American land reforms, in contrast, were far wmore difficult and
pulitically divisive in that land wus actually being redis-
tributed physically tc landholders that had not previously been
the predominant operational production uni*s in much of the
country. The political motivations behind the Asian reforms were
in part to secure a {irmer socio-economic base for national
security in the face of a hostile neighboring powex. Equity and
distributive justice, while clearly an important political motive
in both settings, stands out more “learly as the dominant motive
in the Latin American setting. Finally, the post-reform policy
era was generaily less biased against the agricultural sector in
the Asian settings, while in Latin America an urban bias remained
strongly entrenched in the pricing and investment policies in the
post-reform period.

The path and process cf agricultural research and tech~
mological change offers an additicnal revealing contrast in the
two set*ings. Literature on the green revolution is almost
exclusively an Asian story. The more dramatic break throughs
occurred in Northwest India and the Punjab area of Pakistan.
However, cther areas in Indonesia, the Philippines, and Malaysiz
also recorded substantial breakthroughs in rice productivity.
Even the East Asian countries of Korea and Taiwan, which had
experienced an earlier generation of productivity increases in
the 1920s and 1930s, participated in this recent growth in
productivity.

While some interregional disparities resulted from this
process and capital and land, in relative terms, were rewarded
more than labor, it was still a land and labor intensive process,
widely adopted by small and medium sized farmers with real
incomes growing suhstantially for these smaller producer classes.
To the extent that some income inequalities did remain (or ir
some cases worsea), this was due to the bias associated with
access to credit markets, infrastructural support services, and
the original land distribution, and had nothing to do with the
nature of the technoleogy itself which was scale-neutral.

The Latin American modernization syndrome emerged along a
different path. Here, expansion at tbe margin through mechaniza-



tion is more marked. Land and labor intensive technology has
played a relatively minor role in this process, given the
original resource endowment and the bi-mode} profile of land use.
In this case, nct only was land distribut on and access to in-
frastructural sunport services more unequel than In the Asian
setting, but the dominant technology (labo:s saving mechanization)
was not scale neutral.

The case of rice is jillustrative here. in Asia it is a
peasant crop. Thus, yield breakthroughs here benefit this clacs.
For Latin America rice is a larger farmer enterprise and improved
yields have benefited this class. For Lavin America to have
gained the same widely distributed benefits of the yield break-
throughs threugh research output and techinlogy as the Asian
countries, it would have been necessary to have had a scale
neutral yield breakthrough in peasant produced crops like corn
and beans. These, however were not the Crops exHperiencing
significant technological change in Latin American agriculture.
Grlected 2uport crops, wheat, rice and soybeans stand out and, in
mos* instances, larger farms with capital internsive and/or labor
dieplacing technologies predominate in their production. The
impZications for the relative Cistribution of the fruits of
‘echnoloygical change are clear.

The thi:d institutional arena in which there I
contrast beuween these two regions is the infornma
the Asian countries there has been 3 long, rich ¢t
scholarship on informal markets, non-farm and coff-
employment in rural areas, and the ways in which these village
lzvel markets are linked through labo:, input, credit and product
markets. Indeed the non-farm and off-farnm empioyment studies
along with the rapidly emerging literature orn interlinked markete
i1 peasant e2concmies are reshaping and redefining important
conceptual frameworks in acricultura

P

2 ecoromics. This stands out
in areas of tenancy theory, risk, rurzal f:_.ance, interlinked

marxets, and technological change.

Three Important implications emerge Irom this recent
cutgrowth of informal marke* Iiterat:re in Aoy profession. First
it is largely an Asian phenomenon in
piaved an Important role in recefining the agenda for research.
Secend, in meore recent years, this research has both consciously
and unconsciously contributed to a more favorable interpretation
of the positive role of informal markets := rural develcpnment.
The common stereotype of exploitation, so common in the 1:i*era-
ture of the fifties a..Qd sixties, has beer reprlaced {(cr at th.o
very least heavily qgqualified) by the new ¢ wceptual framework of
“se2rsaction costs.  Even that favorite bad actor, the moneylender

“Coinformal  redit L oo ol 07 comes ouf iess aniformly criti-
-l as the elements of risk, uncertainty, opportunity costs
©otrans o1 orosts are factored into analysis of informal
U transecticns., T™iisz form of analysis has become increas-
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ingly popular in ligh% of the recent, widespread failure of
formal financial iwnctlituticns to overcome *he risk and transac-
tion costs of engaging in credit activity with small peasant
Prolacers.

The third implication is the attitude towards market forces
and pricing policy in general. The ample research on the peasaat
economy in the past decade has ¢generated increased respect for
the positive role of private markets in resource allocation in
rural Asia. Parastatal intervention, while evident, has been
less common in Asian settings and, more to the poin* here, price
penalization has been less severe in the Asian than ir the Latin
American setting.

This price policy bias is the most comprehensive contrast
between these two regions and allows us to draw this discussion
to a close. As pointed out earlier, Asian countries did not
generally turn the internal or domestic terms of trade against
their agricultural sectors in any persistent and severe fashion
in the post-war per:iod. Latin America frequently did so as a
part ol their exaggerated import-substitution industrialization
policies. 'This urbar bias in trade and pricing policies was
further exacerbated through periods of high inflationary finence
which further penalized agricultural procedures.

important here was the image of the agricultural sector
which in turn allowed or encouraged these penalizing agricultural
policies. The image of an agricultural sector dominated by large
producers, allegedly unresponsive to prices or profits is
admittedly overdrawn but, nevert:eless, in = highly politicized,
populist political ervironment, in Latin America this image
frequen ly prevailed with negative policy consequences for the
sector. The "sectora. clash" l:terature (emphasizing the
conflict of interests in pricing policies between the agricul-
tural and the non-agricultural sectors) is largely a Latin
American literature (and, more recently, also axn African litera-
ture). It has never been an important feature of Asian litera-
ture. More recently, studies in Latin America on the effective
levels of intersectoral protection have been the modern variant
in this sectoral clash literature that first surfaced back in the
late 1950s and early 1060s.

The principal conclusions that one can draw from these
institutional and policy biases is that the agricultural sector
“has a firmer institutional base in Asia. Moreover, this base has
‘created broad based pnlitical support and consensus to support
“the sector and even protect it through price and investment
policies (especially since the 1960s). This is rossible because
its popular image is one of a peasant-dominated sector, hence,
highly penalizing pricing policies are considered inappropriate
for reasons of equity as well as efficiency. Moreover, programs
of food security in the 1970s promoted heavy state investments in



C
a )

the sector. The bottom line is that agriculture merits 5 IPpor Y
and protection within the Asian setting. T.¢ vector's image and
policy treatment is much more problematical in Latin America,
depending upor the naturc of the regime - powesr and the degree
cf macroecononic instability.

This issae of macro policy instability reflects a greater
tack of consensus in the policy of Latin American societies than
in Asian socievivs. Persistent inflation over decades reflects a
lack of social and pelitical consensus over an appropriate
ircomes policy. Governments are unable tc control conflii~ting
rent seeking through the instruments of public policy. The
result is uncontrolled inflation in which agricultura? prodecera
iespecially small producers) are at z disadvantage through the
impact of inflationary finance on interest rates, the exchange

rate and agrircuitural product prices. Asian producers have
generally beern spared this constant instability through the more

cohesive structure of social harmoany witi:in their politics. Th

firm social trase of peasant agriculture ::. Asia makes an impor
tant contribution to that consensus. This in turn permits
greater stabil! .ty of macroeconomic policy making and more even-
aanled sectoral treatment of agriculture.

V. Conclusions

The patterns of agricultura) dewveloprcat 2 Latin America
and Asia have decisively influencel ¢he zorisultural cconomics
literature on development. Sharply contragiing historical
legacies and post-war developmen! vathw hooe imprinted these
distinct regicnal profiles. This paper traced out the main
features of those contrasting legacies a:nd coentemporary growth
paths. Elements of growth, structural change, agricultural
modernization, income distribution and macroeconomic stability
were discusserl along with the contrasting institutional and

-

policy biases tha® have grown ou* of *hose elements.

e
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In this concluding section it ic useful to illustrate how
these sharply different development styles have been reflected
thzough development organizations representing their respective
reglonal interests and concerns. Program. promoted by the United
Nations regional secretariats (FECAFE for A«.a and ECLA or CEPAT
for Latin America) and the regional development banks {(the Asian
Development Bank - ADS and the IuterAmerican Development Bank -

IDB) highlights these differences.

ECAFE and the ADB have gererally operatesd with a low profile
“Liroughout much of the post-war period. The ADB has developed a
<trorng reseacsch oarm in the recent decade, aphasizing the
i itive features of informal market performance, domestic
savings mobllization aad the benefits of “inancial sector
Zevelopment, agrisultural modernization, outward (i.e. export)
sriented policics and markes prices.

R
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ECLA and the ID3, on the other hand, have always been in the
forefront of government interventior to induce invard-oriented
import substitution industrialization. A% *he sam: “ime they
have generally argced i.a favor of resource transfers from North
to South, minimized the role of domestic savings mobilization and
have highlighted the Important role of government intervention to
brealk the structural constraints to development. Indeed Latin
American scholars and international civil servants from ECLA have
been the driving intellectual force behind UNCTAD and the LDC
stance on North-Soull. Issues generally. They are respensible for
the structuralist school in development literature. Asian
scholars and civil servants, on the other hand, have been more
circumspect on these issues,

These contrasts help explain the comparative advantage of
each region in the scholarship on development. Latin American
scholars and those working on Lati: American development issues
have helped redefine the debates on macro policy, mcnetarism,
structuralism and releted Issues. Asian scholars, while making
contributions in these areas, have stood out relatively more in
defining the scholarly agenda on peasant economies, informal and
interlinked markets and agricultural research and modernization.
This in part grows out of the greater relative role of agricuvl-
ture in their economies and, cf equal importance, the instrumen-
tal role that their peasant economies have played in shaping
institutions, social cohesion, political consensus and relative
macirc economic stabillty over time. The agricultural sector and
rural society in Latin America have played a far less decisive
positive role in shaping the institutions and behavior of modern
Latin America



