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Agriculture in the Economy: the evolution of
economists’ perceptions over three centuries

C. D. Throsby*

This paper traces the perceptions of the agri-
cultural sector held by economists over the last
three centuries, with particular emphasis on
how the evolution of these ideas has influenced
the state of present-day thinking about the
economic role of agriculture in developed and
developing economies, The paper begins with
the seventeenth and eighteenth centuries, lead-
ing to a consideration of the place of agriculture
in the work of the major figures of classical
political economy from Adam Smith to Marx.
The rise of neo-classical economics, and its
influence on twentieth century thinking, 1s
discussed. In the contemporary pericd, particu-
lar attention is paid to agriculture in develop-
ment theory, with an assessment of conflicting
theoretical ideas about the role of the agricul-
tural sector during the process of economic
transformation and growth. The paper con-
cludes with a consideration of the current state
of economic thought about the role of agricul-
ture in the economy, and makes some observa-
tions on likely future directions.

Agricultural economics as a distinguish-
able area of academic and technical study
1s one of the largest and most successful
branches of applied economics. Historic-
ally this pre-eminence can be explained at
least in part by the fundamental and con-
tinuing economic and social importance of
the agricultural sector in the economy. Yet
long before agricultural economics was
recognisable as a distinct discipline, econo-
mists were speculating about the economic
role of agriculture in food supply, employ-
ment, trade and growth, Indeed the evolu-
tion of economic thought as a whole has
been importantly influenced by the per-
ceptions of the major economic thinkers
about the place and functions of agricul-
ture in economic systems.

In this paper the emergence and elabora-
tion of theories of the role of the agricul-
tural sector' in the economy and in
economic growth is discussed. The aim of
the paper is to illuminate the way in which
contemporary ideas in agricultural econo-

mics have evolved from their primitive
origins in the seventeenth and eighteenth
centuries, through the great flowering of
classical political economy of the nine-
teenth century, to the major theorists of the
present day. In keeping with the evolution-
ary theme, the treatment in the paper is
broadly chronological, but not entirely so;
the discussion 1s grouped in sequence
around major thinkers and schools of
thought, but these overlap in time to some
extent, especially in the modern (post
World War II) period. In fact in the latter
period a strictly sequential treatment is
both more difficult to maintain and less
informative than one based on the domi-
nant issues, ideologies and areas of interest
of economists concerned with agriculture
in the contemporary world.

It should be noted that this paper is not a
literature review, nor a survey. The biblio-
graphy, though long, is by no means
exhaustive or comprehensive. In particu-
lar, the paper concentrates on theory, and
pays little attention to the empirical
experience of particular countries. Of
course it 1s impossible to speak of Mao
without mentioning China, or of Marx,
Lenin or Kautsky without invoking
Russia. Discussion of dependency theory
or the staples thesis necessarily involves
allusion to Latin America or Canada. But

* Macquarie University. Acknowledgements to Tony
Aspromourgos and Lesley Buchanan for research
assistance at various stages. and to Keith Campbell,
Peter Groenewegen, Gerald O’Mara, John Purcal,
Leslie Stein and four anonymous referees for helpful
comments and criticisms. An earlier draft of this
paper appeared as an intemal working paper of the
Agriculture and Rural Development Department of
the World Bank, Washington, D.C. The views
expressed are solely those of the author.

1. Loosely defined synonymously with “farm sector”.
“rural sector” and “‘primary sector” to comprise crop
and livestock production, fishing and forestry,
whether for own consumption, exchange or sale.
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the focus throughout is on broad schools of
thought and intellectual traditions rather
than on specific geographic, social or
political circumstances. It is hoped that
readers may be stimulated to pursue for
themselves a more detailed empirical
nsight into areas of particular interest.

Naturally the choice of writers and
works to include is a subjective process,
and one person’s account of significant
contributions over so broad a sweep of
subject matter 1s unlikely to match
another’s. In general an attempt has been
made to include works and writers that
have been influential in their own time,
whatever judgment history may subse-
quently have passed on their contribution.
Of course recognition of importance
becomes more problematical the closer
one comes to the present time.

Finally, for pragmatic reasons this paper
does not encompass contributions to the
literature that are not available in English,
hence few references are made to non-
English-language sources.

1. The Earliest Years

In the European countries of the Middle
Ages, agriculture was the dominant area of
economic activity, providing the major
share of gross output of the economy, and
giving employment to a large section of the
population. It is perhaps surprising, then,
that the mercantile “school”, the first
recognisable and systematic body of econo-
mic thought,> was concerned mostly with
1ssues of trade, national unity and sov-
ereignty, and had little specific to say
about agriculture. The mercantilists were
interested in the importance of the accu-
mulation of wealth and of the maintenance
of a favourable balance of trade through
regulation of imports, exports and capital
transactions.?> Their concerns, administra-
tive and legal as much as economic, were
to elaborate a rational basis for economic
life which served the interests of crown,
nobility, merchants, the court and the
professions. In this schema the agricultural
sector played little part, except as a source
of foodstuffs and other primary commodi-
ties which entered the mercantile system,
which contributed to a favourable balance
of trade or which were necessary for
national self-sufficiency. It was simply

6

expected that the peasantry would strive to
produce as great an output as possible.4

Notwithstanding  the  mercantilists’
preoccupation with matters other than
agriculture, the beginnings of a positive
analysis of the role of agriculture in econo-
mic systems can be traced to an important
figure in the seventeenth century debate
about money, wealth and trade. Sir
William Petty’s finest work, A Treatise of
Taxes and Contributions, published 1in
1662, provided in its opening pages what
was probably the first formal statement of
the conditions for viability of an economic
system, namely that the total product of
agricultural labour be sufficient for the
subsistence of the total population.s
Alternatively this can be stated as a
requirement that average product and
average consumption in the agricultural
sector be so related that the surplus
provides the necessary consumption goods
for that part of the population that does
not work in agriculture, including those
that do not work at all. This fundamental
insight set the scene for the treatment of
agriculture in the classical political econ-
omy that was to follow, and indeed, as will
be seen, 1s the logical precursor of the two-
sector models of the present day.

It is worth noting, too, that Petty was
one of the earliest writers to speculate
about a theory of value. The classical
questions of what determines values, prices

2. For an outline of earlier stages in the development
of economics, see Schumpeter’s classic history of
economic analysis (Schumpeter 1954).

3. Strictly, the mercantilists were not a ‘‘school”,
although Adam Smith referred to the “mercantile or
commercial system” as one of the two great branches
of political economy. See Smith (1776), Introduction
and Chs. 1-8 of Book IV of Wealth of Nations
(Cannan 1937). See also Heckscher (1935).

4. S0, for example, the Austrian mercantilist Phillip
ven Hornick wrote in 1684 a list of “rules of national
economy” which included “To inspect the country’s
soil with the greatest care, and not to leave the agricul-
tural possibilities of a single corner or clod of earth
unconsidered.” (Quoted in Fusfeld 1982, p. 13). See
also Dobb (1925, p.209 ff) and Buck (1964,
pp. 48-52).

5. See Petty (1662), especially Chs. 1-4 of 4 Treatise
of Taxes and Contributions, in Hull (1963, pp. 18-47).
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and the distribution of income were
approached by Petty in a way that empha-
sised the fundamental importance of land
and labour. The rent of agricultural land,
according to his analysis, was determined
by the excess of its produce over the cost of
its cultivation, paid in corn, and the mone-
tary value of this excess was measured by
the amount of silver which a miner, work-
ing for the same time as the corn farmer,
would have remaining after meeting his
own expenses. He suggested that the rent of
agricultural land was determined not by its
fertility as the later political economists
were to propose, but by the density of the
population dependent on it for food.”
Nevertheless the mercantilist view was
that wealth derived from industry and
trade rather than from agriculture, a view
summed up by Petty when he wrote:
There 1s much more to be gained by Manufac-
ture than Husbandry, and by Merchandize than
Manufacture.?
Under these circumstances it is scarcely
surprising that regulatory policies in pur-
suit of mercantilist principles did not
favour the development of a healthy agri-
cultural sector in those economies, such as
England and France, where these prin-
ciples were influential.

2. The Physiocrats

Economic conditions in France in the
eighteenth century were ideal for the emer-
gence of an intellectual revolt against
mercantilism and a refocussing of interest
on agriculture. During the reign of Louis
XIV the French rural sector had declined
as a result of the crippling land taxes which
were used to finance the war of the Spanish
Succession, the religious struggle against
the Huguenots and the opulent life of
Versailles, and the situation grew worse
under Louis XV. The physiocrats advo-
cated the sweeping aside of mercantilist
regulations, the institution of a simplified
tax system based on the “unproductive™
landowners rather than the *“‘productive”
farmers, and the revitalisation of the
countryside.

The major figure amongst the physio-
cratic school was Francois Quesnay, a
physician. It is perhaps not surprising that
he saw an analogy between the circulatory
systems of the body and financial trans-

actions 1n society. Just as blood pumped to
the furthest extremes of the body returns in
due course to the heart, so also does money
pass from one economic agent to another
and another and back again in the
economy.’ Quesnay’s famous Tableau
Economique of 1758 (Kuczynski and Meek
1972), seen in its time as the greatest
achievement of the physiocrats, was the
first formal statement of the circular flow
of income, a notion which has continued
to be a theoretical cornerstone of econo-
mics to the present day.

The Tableau depicted a three-sector
model in which the role of agriculture was
explicit, reflecting the essential importance
of agriculture in the eighteenth century
economy and in the physiocrats’ thinking.
Farmers, landowners and artisans were
seen as exchanging goods and services:
corresponding financial flows were speci-
fied, enabling the model to be presented in
real or monetary terms. Farmers paid
artisans for capital goods. outlaid working
capital on their own costs of production,
and paid rent to landowners, who 1n turn
bought foodstuffs from farmers and manu-
factures from the artisans. The latter
sector spent its income on purchases from
agriculture. Appropriate lags were built in.
The magnitudes in the Tableau were so

6. The latter were referred to by Petty as “super-
numaries’™, as in the following passage which gives the
flavour of his thinking: ™. . . if there be 1000 men in a
Territery, and if 100 of these can raise necessary food
and raiment for the whole 1000: if 200 more make as
much commodities. as other Nations will give either
their commodities or money for. and if 400 more be
emploved in the ornaments, pleasure and magnifi-
cence of the whole: if there be 200 Governors.
Divines, Lawyers, Physicians, Merchants, and
Retailers. making in all 900 the question is. since
there 1s food enough for this supernumary 100 also.
how should they come by 11?7 . . . it will be certainly the
safer way to afford them the superfluity which would
otherwise be lost and wasted. or wantonly spent: Or in
case there be no overplus. then “tis fit to retrench a
little from the delicacy of others. . .”": see Hull (1963,
pp. 30-1).

7. See Peuty (1662). Political Arithmetick Ch. 4. in
Hull (1963, pp. 286-7).

8. ihid p.256.

9. This sort of analogy between biological and social
systems can be traced at least as far back as Thomas
Hobbes and other seventeenth century philosophers.
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arranged that a stable equilibrium existed.
The model clearly laid the theoretical
foundations on which modern input-
output analysis and social accounting
matrices are built.10

The physiocrats believed that only
agriculture was capable of producing a sur-
plus, a produit net of the soil that in prin-
ciple would be a precondition for growth
in the economy.! The suggestion that
wealth derived only from the land was
elaborated, for example, by Jacques Turgot
in his Reflections on the Formation and
Distribution of Wealth of 1766:

As soon as the labour of the Husbandman [i.c.

farmer] produces more than his wants, he can,

with the surplus which nature accords him as a

pure gift above the wages of his toil. purchase

the labour of other members of society. The
latter. in selling to him, only obtain a liveli-
hood: but the Husbandman. besides his subsis-
tence, collects an independent and disposable
wealth, which he has not purchased and which

he sells. He is therefore, the unique source of

the wealth which, by its circulation, animates

all the industry of society. because he is the

only one whose labour produces more than the

wages of his labour.12
In Quesnay’s Tableau, however, there
was no growth, since the agricultural
surplus was entirely absorbed by the indus-
trial sector, which was labelled as “sterile”’,
meaning simply that it produced no net
additions to income. Thus in this respect
the Tableau could be seen as one of the
first models of agricultural stagnation.
Nevertheless the physiocratic system was
clear (hat an INCIRAIT N OVIPLL Was Pos-
sible but that it could arise only through
raising the level of the agricultural surplus
to a point where a larger sum was available
for capital formation than was necessary to
meet the requirements of replacing fixed
capital and of providing working capital.
The physiocrats argued that an increase in
the surplus could stem from improvements
in agricultural productivity, a reduction in
agricultural taxation, a fall in the rate of
interest or a deregulation of trade.

Turgot also went on to distinguish stages
of economic growth from primitive society
comprising only  “Cultivators”  and
“Artisans” to a more advanced stage where
a class of “Proprietors” emerged who
appropriated the surplus produced by the
farmers. The proprietors, according to
Turgot’s exposition, could arrange to have

8

their land cultivated by wage labourers,
slaves, share-croppers, or most desirably,
by renting the land to “‘intelligent and rich
Cultivators” 13 je. to tenant farmers who
had the expertise and capital to improve
the productivity of the soil. Turgot further
postulated the emergence of an entre-
preneurial class in a developed capitalist
economy. His writings on the nature of
economic growth can be seen as an impor-
tant parallel to his more famous contem-
porary, Adam Smith, and as a forerunner
to Marx and to the growth-stage theorists
of modern times.

3. Classical Political Economy

The role of the agricultural sector in the
mature classicism of Adam Smith, Thomas
Malthus and David Ricardo was funda-
mental. Despite the fact that in the Britain
of the late eighteenth and early nineteenth
centuries manufacturing industry was con-
tributing a continually increasing share to
the gross output of the economy, the
absolute significance of agriculture in
economic and social life remained undim-
inished. This fact permeated the writings
of the classical economists on a wide range
of subjects from class conflict to the causes
of depression. But it was in two main areas
that their discussions of the agricultural

10. See, respectively, Phillips (1955) who showed how

the Tableau itself may be interpreted as a simple

input-output model, and Stone (1985) who demon-

strated that the Tablean bHelongs 10 the chass of sotial

accounting matrices, which focus on links between the

AL T OS2/ 1 Hssouon o
income.

1. The phystocrats were clear that wealth consisted in
real (agricultural} output and not simply in the
volume of money: “the total money stock of an agri-
cultural nation 1s only about equal to the net product
or annual revenue of its landed property, for when it
stands in this proportion it is more than sufficient for
the nation’s use. A greater quantity of money would
not be a useful item of wealth for the state at all.
Although taxes are paid in money, it is not money
which provides them: it is the wealth annually regen-
erated from the land.” (Exiract from the Royal
Economic Maxims of Monsieur de Sully, p. 17: see
Kuczynski and Meek 1972, p. 17n).

12. Turgot  (1776), Reflections
Groenewegen (1977, p. 46).

13. ibid. para 26 see Groenewegen (1977, p. 595).
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sector became most explicit. These were,
firstly, their speculations about the struc-
ture of production, exchange and accumu-
lation, and secondly, the peculiar contri-
bution of agriculture in the development of
a theory of value.

The classical origins of a model of pro-
duction and growth are to be found in
Adam Smith’s Wealth of Nations of 1776.
Smith proposed a model comprising two
sectors, agriculture and manufacturing,
with three factors of production, land,
labour and capital. These inputs were
owned respectively by landlords who
earned rent, labourers who were paid
wages, and capitalists who made profits.
The system reached equilibrium through
the unfettered interplay of supply and
demand; Smith argued that behaviour
driven by selfish and acquisitive motives,
would, thanks to the famous ‘‘Invisible
Hand”, lead to an outcome favourable to
all. The role of government in Smith’s
laissez-faire system was limited to the
provision of defence, the maintenance of
law, order and justice, and the establish-
ment of certain public institutions and
related works.

The level of output in the economy
depended on the number of workers and
on their productivity, which in turn
depended on the degree of specialisation
possible in production. The major division
of labour in a commercial society was
between rural agricultural labour and
urban manufacturing labour but, within
these groups, there was greater scope for a
further division of labour in the manufac-
turing than in the agricultural sector:

The nature of agriculture, indeed, does not

admit of so many divisions of labour. nor of so

complete a separation of one business from
another, as manufactures.!#

Unlike the physiocrats, Smith saw pos-
sibilities for growth existing in manufactur-
ing as well as in agriculture. Indeed he
attached great importance to the manufac-
turing sector as a source of accelerated
productivity growth, partly because of the
greater possibilities for specialisation of
labour there, partly because of its high
rates of saving, and partly because the
demand for manufactures was less readily
satiated than the demand for agricultural
goods.

61020-05835-2

The crucial aspect of Smith’s model for
the subsequent development of growth
theory was its emphasis on the accumula-
tion of capital. In simple terms his model
can be laid out as follows. An initial capi-
tal stock, measured as a certain quantity of
corn, was available at the start of the
agricultural year. Each labourer was paid
in corn which he used for food and for
seed. If the wage rate (in terms of corn)
were to rise, or if any corn were removed
from the system to non-agricultural
(unproductive) use, the amount of capital
available to finance next year’s output
would be reduced. The stock of wage goods
carried forward would also fall, allowing
fewer labourers to be employed in the
succeeding period. A positive growth rate
in the economy depended on productivity
increases which were sufficient to outstrip
the drain on the system caused by a rising
agricultural wage rate and/or the diversion
of corn to consumption in the non-agricul-
tural sector.

Having stated the model in these simple
one-sector terms, however, it must also be
noted that its connection with agriculture
was to some extent incidental. The produc-
tive sector happened to be the agricultural
industry, and the unit of account happened
to be corn, but it is clear that the model
could have been formulated for a different
industry or in more general terms without
fundamentally changing its analytical
content.

Adam Smith, like Turgot. was also inter-
ested in the progress of development from
a primitive to a specialised economy. In
this respect he emphasised the natural
order of development from an agrarian to
an industrial state by pointing out that
initially capital employed in agriculture
was most productive, followed by capital
In manufacturing, so that investment pos-
sibilities in agriculture would be exploited
first in an economy free of regulation or
government direction:

. most men will choose to employ their
capitals rather in the improvement and culti-

vation of land. than either in manufactures or
in foreign trade.!®

14. Smith (1776), Wealth of Nations, Book 1. Ch. 1.
see Cannan (1937, p. 6).
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He also discussed in simple pragmatic
terms the notion of intersectoral relation-
ships in a developed economy, showing
how the terms of trade between the manu-
facturing and agricultural sectors might be
determined:

The inhabitants of the town draw from the
country the rude produce which constitutes
both the materials of their work and the fund of
their subsistence: and they pay for this rude
produce by sending back to the country a
certain portion of it manufactured and pre-
pared for immediate use. The trade which is
carried on by these two different sets of people,
consists ultimately in a certain quantity of rude
produce exchanged for a certain quantity of
manufactured produce. The dearer the latter,
therefore, the cheaper the former: and whatever
tends 1n any country 1o raise the price of manu-
factured produce, tends to lower that of the
rude produce of the land, and thercby to dis-
courage agriculture. 16

Later Malthus was also to see capital
accumulation as the source of increased
prosperity and growth, though he went
further than Smith in analysing the occur-
rence of imbalances in the circulation of
money and commodities which led to gluts
and depressions 1n the capitalist system.
However, Malthus is more widely remem-
bered today for his theory of population, in
which he postulated that the biological
capacity of the human race to reproduce
exceeds its physical capacity to expand the
supply of food, and hence that the limit to
the growth of agricultural production
provides the ultimate constraint to the
increase of human population. His well-
known contrast between the geometric
increase in population and the arithmetic
increase in food supply is still referred to as
the “*Malthusian nightmare”.

The theoretical and empirical weak-
nesses of Malthus’ reasoning about popu-
lation growth need not concern us here.
But what of the role of agriculture in his
theory? He argued that growth in agricul-
tural output was slow because the supply
of land was limited, and improvements in
agricultural technology could not come
fast enough to effset the declining produc-
tivity of new lands brought into produc-
tion. The basis for this assertion was an
imprecisely formulated “Law of Diminish-
ing Returns”, not the static Law of Vari-
able Proportions that had been earlier
proposed by Ricardo, but a suggestion that

10
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successive technical improvements in agri-
culture would become less productive as
they were exploited over time:

It may be expected, indeed, that in civilised and
improved countries, the accumulation of
capital, the division of labour, and the inven-
tion of machinery, will extend the bounds of
production; but we know from experience, that
the effect of these causes, which are quite aston-
ishing in reference to some of the conveniences
and luxuries of life, are very much less efficient
in producing an increase of food; and although
the saving of labour and an improved system of
husbandry may be the means of pushing culti-
vation upon much poorer lands than could
otherwise be worked, yet the increased quanti-
ties of the necessities of life so obtained can
never be such as to supersede, for any length of
time, the operation of the preventive and posi-
tive checks to population.!?

These are essentially concepts of
decreasing returns to scale in agriculture
with technological change, but Malthus
provided no rigorous theoretical or empi-
rical substantiation of them. Ultimately
the essential aspects of Malthus’® contri-
bution, which help to explain both its
enormous impact and its crucial short-
comings, were contained in his assertions
about population rather than in his inter-
pretation of the nature of agriculture.

It is worth noting that much of what
Malthus wrote about both population and
agriculture had been anticipated half a
century earlier by Sir James Steuart, the
first volumes of whose Inguiry into the
Principles of Political Oeconomy appeared
in 1767 (Skinner 1966). Following Petty,
he advanced a theory of agricultural sur-
plus, but took it considerably further than
his predecessors had done. He proposed a
two-sector model in which farmers pro-
duced a surplus of foodstuffs and “free-
hands” produced “luxuries’; the reci-
procal demands of these two classes pro-
vided the basis for an exchange economy.
Although Steuart’s work has been almost
entirely ignored, partly through its being
overshadowed by the more or less contem-
poraneous Wealth of Nations, he deserves

15.thid. Book 1II, Ch.l; see Cannan (1937,
pp. 357-8).

17. Malthus (1830), 4 Summary View of the Principle
of Population: see Flew (1970, p. 244).
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credit for being amongst the first to recog-
nise formally the interactions between
population and food supply in economic
development (see further Sen 1957,
pp. 32-49).

The second area of this paper’s interest
in classical economics is the development
of a theory of value. From an agricultural
viewpoint, the starting point can be the
theory of rent developed not by Adam
Smith but by Malthus and more especially
by Ricardo. Indeed, although Smith
wrestled with concepts that could be taken
to foreshadow both a labour theory and a
utilitarian theory of value, his essential
position in this matter was that value was
determined by costs of production. Despite
its descriptive appeal, this position proved
to be an unsatisfactory one from a theoreti-
cal point of view in that the wages, rent
and profits that went to make up produc-
tion costs were not themselves indepen-
dently explained in Smith’s analysis.

Malthus viewed rent as a just return to
the contribution made to production by
the landlords, of whom he was a constant
defender in their struggle with the capital-
ists over repeal of the Corn Laws. Malthus
postulated that rent was determined by soil
fertility:

rent is the natural result of a most inestimable

quality in the soil, which God has bestowed on

man - the quality of being able to maintain

more persons than are necessary to work it. 18

The most fertile land would have the
lowest costs of production and therefore
the highest surplus of price over profit and
wage costs. Increased agricultural produc-
tion, stimulated by high profits, economic
prosperity and/or population growth
would lead to increased rents on existing
land, since the bringing of less fertile land
into production would raise agricultural
prices as a result of its higher costs. High
rents were therefore seen by Malthus both
as a consequence and an indicator of eco-
nomic prosperity:

that quality of land which, by the laws of our

being, must terminate in rent, appears to be a

boon most important to the happiness of

mankind.!?
although it must be remembered that, for
Malthus, prosperity of the proprietor class
was the only prosperity that really
mattered.20

A more rigorous theory of rent and
profit was worked out by Ricardo in his
Principles of Political Economy and Tax-
ation, first published in 1817. Like
Malthus, Ricardo saw differences in soil
fertility as giving rise to rent; he postulated
that competition between land users would
equalise the rate of profit in agricultural
production between parcels of land of dif-
fering fertility. Rent, as a residual after
profits and wages, would be higher on
more fertile land, and would decline to
zero on the last unit of (lowest fertility)
land brought into production. Ricardo’s
model of distributive shares in agriculture
was thus complete: the fertility of the
marginal unit of land (the “no-rent land™)
determined the overall rate of profit, wages
were forced to subsistence levels, and rents
on land across the whole spectrum of fer-
tility were determined as a residual. By
invoking intersectoral competition to
equalise rates of profit, Ricardo’s model
was readily extended from agriculture to
encompass a manufacturing sector as well.

But what ultimately determined value in
the Ricardian system? He wrote:

If the quantity of labour realised in com-

modities regulate their exchangeable value,

every Increase of the quantity of labour must
augment the value of that commodity on which

it is exercised , as every diminution must lower

it.2!

He had no doubt about the importance of
this proposition:

That this is really the foundation of the

exchangeable value of all things, excepting

those that cannot be increased by human
industry, is a doctrine of the utmost importance

in political economy.22

He developed his labour theory of value
by stating first that commodity prices were

18. Malthus (1836), Principles .. .
pp. 147-8.

Ch. III, Sect. I,

19. ibid Ch. 111, Sect. IX, p. 217.

20. Note, however, that Malthus argued for a wider
distribution of landed property, and was in addition
by no means unconcerned about the welfare of the
working class.

21. Ricardo (1821), Principles .. ., Ch. 1, Sect. 1, p. 7.

22. loc cit.
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strictly proportional to the labour embod-
ied in them during the production process.
Natural resources such as land were pro-
vided by nature and were not a social cost
of production, whilst capital such as mach-
inery could be seen as embodying the pro-
duct of past labour. Thus the essential
value of commodities could in the end be
reduced to terms of labour, and a labour
theory of value might then help to explain
the pattern of relative prices in the
economy.

This raises again the question of distri-
bution and growth. Ricardo’s theory of
rent, wages and profits, together with his
version of a labour theory of value, pro-
vided the basis for his conclusions about
the distribution of incomes between the
principal groups in society, and for his
analysis of the likely path of economic
growth. In the latter respect, he suggested
that the increased demand for food result-
ing from an increasing population would
be satisfied only under diminishing returns
in agriculture, either because of the con-
tinuing decline in the fertility of new lands
brought into production, or because of
short-run diminishing returns due to
increased capital and labour applied to a
fixed stock of already cultivated land.
These diminishing returns resulted in
declining profits per worker in agriculture,
with at the same time an increasing capital
requirement per worker to maintain levels
of output. The net result was a fall in the
rate of profit on capital, the variable that
provided the motive for investment. Hence
Ricardo’s model of growth led inexorably
to the conclusion that, despite sporadic off-
setting effects as the
improved types of machinery or new *‘dis-
coveries in the science of agriculture”, the
rate of profit would eventually fall to zero,
capital accumulation would come to an
end, and the economy would reach a
stationary state.=?

Ricardo’s growth model was a carefully
formulated and logically consistent system,
but tts insistence that the rate of profit in
the economy as a whole was determined by
the labour cost in agriculture (i.e. the cost
of producing wage goods) limited its appli-
cation. Furthermore, it proved difficult to
relax some of its important simplifications,
for example to allow for more than one

12

introduction of

kind of land, labour or capital, or to
encompass differing capital/labour ratios
or differing production periods for different
products in the economy.

One of Ricardo’s other lasting contribu-
tions to economic science was the Theory
of Comparative Cost, which enabled a
rationalisation to be proposed for inter-
national specialisation of production.
Although one of the products used to illus-
trate Ricardo’s analysis was a rural com-
modity (wine), and although the principle
of comparative advantage has had consi-
derable bearing on the subsequent emer-
gence of patterns of agricultural trade and
development, this aspect of Ricardian
theory was not specifically directed at agri-
culture. Likewise, with one exception, the
remaining economists of the classical
period - Say, Bentham, Senior, Bastiat and
others - either were preoccupied with
theories not involving agriculture as such
(in particular with laying the foundations
for a utilitarian theory of value), or added
little to the views of agriculture that have
been discussed above.

The exception was John Stuart Mill,
whose major work Principles of Political
Economy was first published in 1848.
Mill’s views on utilitarianism and social
reform are well known. But in developing
his account of growth in the economy he
also provided an analysis of agriculture
that extended the theories of Malthus and
Ricardo. He regarded the notion of dimin-
ishing returns in agriculture as funda-
mental:

After a certain, and not very advanced, stage in

the progress of agriculture, it is the law of

production from the land, that in any given
state of agricultural skill and knowledge, by

23.In Ricardo's words: “The natural tendency of
profits is to fall; for, in the progress of society and
wealth, the additional quantity of food required is
obtained by the sacrifice of more and more labour.
This tendency ... is happily checked at repeated
intervals by the improvements in machinery con-
nected with the production of necessaries, as well as
by discoveries in the science of agriculture, which
enables us to relinquish a portion of labour before
required, and therefore to lower the price of the prime
necessary of the labourer. The rise in the price of
necessaries and in the wages of labour is, however,
limited: for as soon as wages should be equal . . . to . . .
the whole receipts of the farmer. there must be an end
of accumulation™; ibid. Ch. 6. p. 71.
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increasing the labour, the produce is not

increased in an equal degree; doubling the

labour does not double the produce: ... This
general law of agricultural industry is the most
important proposition in political economy.24

But he went further than his predeces-
sors in discussing the forces offsetting
diminishing returns in agriculture, forces
which he brought together under the
“general and somewhat vague expression”
of “the progress of civilisation™.2s The
most significant influence was technologi-
cal advance in agriculture enabling an
increase in yield for a given quantity of
labour, or reduction in labour input per
unit of output. But he extended his
account to include developments in the
means of communication, mechanical
improvements in manufacturing which, for
example, would tend to lower the price of
agricultural implements, improvements in
government, and advances in the educa-
tional level of both the rich and the labour-
ing classes. All of these factors could,
according to Mill, hold in check the uni-
versal tendency to diminishing returns in
the agricultural industry.

In addition Mill speculated about the
nature of farming systems, believing that
methods of large-scale industrial produc-
tion would have little application in
agriculture:

The question between the large and the small

systems of production as applied to agriculture

. stands, In many respects, on different
grounds from the general question between
great and small industrial establishments . ..

The superiority of the large system in agricul-

ture is by no means so clearly established as in
manufactures.?®

One reason for this that he noted was the
limitation on the division of labour in agri-
culture set by the time-specific character-
istic of tasks in farming:

Agriculture ... 1s not susceptible to so great a
division of occupations as many branches of
manufactures, because its different operations
cannot possibly be simultancous. One man
cannot be always ploughing, another sowing,
and another reaping. A workman who only
practised one agricultural operation would be
idle eleven months of the year.?7

These considerations led Mill to support
the notion of the family farm, thereby run-
ning counter to the views being developed
at roughly the same time by Marx, but
providing a link with the attitude to agri-

culture which grew out of the neoclassical
orthodoxy that was to follow.

4. The Early Neoclassicals

The marginal revolution and the rise of
neoclassical economics originated in the
almost simultaneous publication of three
major works. William Stanley Jevons’
Theory of Political Economy, and Carl
Menger’s Principles of Economics, both
published in 1871, contained the first rigor-
ous expositions of the theory of marginal
utility, its implications for a theory of
value and exchange, and the process of
price formation in competitive markets.
Leon Walras® Elements of Pure Economics,
which appeared in 1874, extended these
ideas into a symmetrical theory of produc-
tion, consumption and exchange to pro-
duce a complete statement of general equi-
librium in an economic system. The neo-
classical model of a competitive market
containing households which sold produc-
tive factors and purchased consumption
goods in order to maximise their utility,
and firms which were controlled by entre-
preneurs who combined factors to produce
consumption goods in order to maximise
their profits, bore in its original exposition
no explicit relation to agriculture. None of
the three works mentioned above paid any
attention to agriculture, apart from an
occasional allusion by way of illustration.
Yet the very generality of the neoclassical
model meant it could be applied to any-
thing and everything, and of course this
included the demand for farm products,
the production of agricultural commodities
and the nature of agricultural markets.

[t also needs to be remembered that the
original neoclassical theory was essentially
static. Apart from one or two superficial
references to capital accumulation, it said
nothing about growth. Thus one of the
primary stimuli to thinking about the role

24, Mill (1871), Principles .. .. Book |, Ch. 12, section
2.p. 177.

25. ibid Bock I, Ch. 12, section 3, p. 183.

26. ibid. Book I, Ch. 9, section 4. p. 144.

27. thid Book 1, Ch. 8, section 6, pp. 130-1.
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of agriculture in the economy, which as we
have seen had influenced the classical
economists so strongly, was ignored by the
first neoclassical writers. Indeed it was not
until modern times that a truly neoclas-
sical theory of growth has emerged; as will
be seen later, this has at last led to a consi-
deration of agriculture’s role in economic
development within the framework of pure
neoclassical principles.

Economusts are still divided on the ques-
tion of whether the marginal revolution
should be seen in retrospect as a disastrous
diversion of the attention of economics
from important to trivial issues, or alter-
natively as the coming-of-age of economic
science which provided the first rigorously
testable paradigm for portraying economic
systems. Whatever the verdict, the fact
remains that the neoclassical tradition
established in the late nineteenth century
has exerted a dominating influence on the
development of economics over the last
one hundred years. The rise of agricultural
economics in the West which occurred in
the first half of the twentieth century,
mainly in the United States, was almost
entirely within this tradition. Thus, despite
the fact that the early neoclassical writers
had no particular view of the role of agri-
culture in the economy, their influence on
the subsequent emergence of a view of
agriculture within the tradition they estab-
hished was profound, as will be seen further
below.

The neglect of agriculture in nineteenth
century neoclassical economics was not,
however, entirely universal. William
Stanley Jevons, for instance, was turning
his attention towards broader issues at the
time of his death in 1882. In his uncom-
pleted Principles of Economics, published
posthumously, Jevons made some obser-
vations on modes of production in agricul-
ture and on the division of labour in farm-
ing (Jevons 1905, Chs. 13-18, 22), and he
planned, but did not complete, chapters on
land tenure and the origins of property.
More particularly, Alfred Marshall, whose
influential Principles of Economics of 1890
extended substantially the general analysis
of demand, supply and price, was greatly
interested in agricultural industry.2¢ The
Principles contained several chapters deal-
ing with the fertility of land, the tendency
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to diminishing returns in agriculture
(clearly formulated as the short-run phen-
omenon of diminishing marginal product),
marginal costs in agricultural production,
and the relations between agricultural rent
and land tenure. He paid particular atten-
tion to technological progress (“‘an
improvement 1n the arts of agriculture™),
and was one of the early writers to recog-
nise the importance of infrastructure in
influencing the level of agricultural output.
In the latter respect, he wrote that the agri-
cultural surplus was affected by three
factors:
the first being due to the value of the soil as it
was made by nature; the second to improve-
ments made in it by man; and the third, which
is often the most important of all, to a dense
and rich population, and to facilities of com-
munication by public roads, railroads, etc.2%
Marshall’s contribution to a considera-
tion of agriculture in economic analysis
can be seen to have had three aspects.
Firstly, he applied the principles of mar-
ginal analysis explicitly to agricultural
production. Secondly, he restated in neco-
classical terms the problems of fertility,
diminishing returns and rent, which had so
preoccupied the classical economists. His
account of these phenomena added little to
what had gone before, but was updated by
the progress in agricultural industry that
had occurred during the latter half of the
nineteenth century. Thirdly, he addressed
the question of farm size and the organisa-
tion of the agricultural sector, laying the
basis for the treatment by later writers of
the family farm as a small-scale profit-
maximising enterprise. In this respect he
carried forward the position of J. S. Mill
that was noted above.’0 Marshall’s vision
of the small independent farmer was
almost romantic in its idealisation of rural
life:

28. The first edition of Marshall’s Principles appeared
in 1890, with seven further editions appearing in the
ensuing thirty vears; see Guillebaud (1961).

29. Marshall (1890), Principles ..., Book IV, Ch. 3,
section 2: see Guillebaud (1961, p. 156).

30. To the point where one modern writer has identi-
fied this interpretation of the farm as the “Mill-
Marshallian model’’; see Owen (1966, pp. 47-57).



The position of the peasant proprietor has great
attractions. He is free to do what he likes, he is
not worried by the interference of a landlord,
and the anxiety lest another should reap the
fruits of his work and self-denial. His feeling of
ownership gives him self-respect, and stability
of character, and makes him provident and
temperate in his habits. He is scarcely ever idle,
and seldom regards his work as mere drudgery;
1t 1s all for the land that he loves so well.3!

These sentiments contrast sharply with
the view of the peasantry taken in the other
major tradition in economic thought that
originated in the nineteenth century, that
of Karl Marx and his followers, whose
work is considered in the next section.

5. Marx and Classical Socialist
Thought

In order to understand Marx’s views of the
agricultural sector, it is necessary to put
them into the context of his overall econo-
mic and social philosophy and to relate
them to his theories of the organisation and
development of economic systems in
general.

Marx began work in about 1850 on his
enormous reconstruction of political econ-
omy, to be published eventually in
Capital. His thinking followed a direct line
from that of the physiocrats and the clas-
sical political economists. Like Ricardo,
Marx recognised the role of a theory of
value and distribution as providing an
understanding of growth and, again follow-
ing Ricardo, he developed a labour theory
of value and a theory of the falling rate of
profit, in the context of an economic
model containing rent, profits and wages as
returns to landlords, capitalists and
workers. But he began from a different
philosophical premise from that of the
classical economists. Whereas Smith,
Bentham and Mill held an essentially
harmonious concept of social organisation,
Marx’s philosophical orientation derived
from the Hegelian view that progress could
come only from continuous conflict, con-
tradiction and revolution. Marx also had a
wider objective than the classical school of
economists. In the Preface to Volume I of
Capital, published in 1867, he described
his aim as being “to reveal the economic
law of motion of modern society” (Marx
1890, p.864), an aim which embraced
fundamental questions of social organiza-
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tion and change as well as of material
production, such that Frederick Engels was
able to say at Marx’s death in 1883 that:

Just as Darwin discovered the law of develop-

ment of organic nature, so Marx discovered the

law of development of human history.??

Ricardo’s interest in the distribution of
the total national product focussed Marx’s
attention on the central economic problem
of the origins of the surplus. But whereas
Ricardo was content to stop at a labour
theory which he used simply to explain
long-term variations in commodity prices.
Marx developed his labour theory of value
into a theory of profits. He argued that
labour was sold by the worker to his
employer at a price determined by the
amount of *“socially-necessary” labour
time required to maintain the labourer.
The difference between the exchange value
of commodities and their embodied labour
value was profit, the characteristic surplus
value of the capitalist mode of production.
The inherent contradiction of capitalism
was thus exposed, according to Marx, since
this surplus value provided both the
resources for capital accumulation and
growth, and the spark igniting the class
conflict that would eventually lead to the
destruction of the capitalist system. These
processes would occur through the unre-
lenting tendency to larger and larger units
in industrial production, as capitalists
strove to realise economies of scale. The
imbalance in demand for capital and con-
sumption goods at the “‘monopoly capital”
stage, combined with a persistent tendency
to overproduction and a falling rate of
profit, would drive down wages and lead to
social revolution. Marx’s model was the
first economic theory to explain both
growth and fluctuations in economic
systems in terms of the social environment
and the technological characteristics of
modern industry.

Marx developed his theories of surplus
value, of the falling rate of profit, of
business cycles, and of the immiserization
of the working class in the context of an
economic model where the capitalists were

31. op. cir.. Book IV, Ch. 10, section 5. pp. 645-6.

32. Quoted in Henderson (1976 p. 569).
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industrialists and the labourers were the
urban working class. Neither Marx nor
Engels had much regard for the peasantry
whom they considered to be economically
backward and politically reactionary. As
early as 1848, in the Communist
Manifesto, the blueprint for the disappear-
ance of the peasant class after the seizure of
power by the proletariat was drawn up, in
terms of the following measures for revolu-
tionising the agricultural sector:
Abolition of property in land ... the
improvement of the soil generally in accord-
ance with a common plan . . . establishment of
industrial armies especially for agriculture.
Combination of agriculture with manufactur-
ing industries; gradual abolition of the distinc-
tion between town and country,?3
Later — in the first volume of Capital, for
example - Marx moved away to some
extent from this uncompromising view,
and showed some understanding of the
problems which were peculiar to agricul-
tural labour, such as the dispersion of the
rural labour force and the multi-opera-
tional nature of farming. But he continued
to insist on the superiority of large-scale
over small-scale agriculture, given the
possibilities for scale economies which he
believed to be just as readily available in
farming as in industry. Marx argued (1863,
pp. 193-4) that small-scale peasant agricul-
ture must inevitably give way to large-scale
capitalist agriculture:

The peasant who produces with his own means
of production will either gradually be trans-
formed into a small capitalist who also exploits
the labour of others, or he will suffer the loss of
his means of production . . . and be transformed
into a wage worker, This is the tendency in the
form of society in which the capitalist mode of
production predominates.

A disdain for the peasantry and the
inevitability of large-scale agriculture were
aspects of the Marxist canon that appealed
to Vladimir Ilyich Lenin, whose early
writings demanded the abolition of all
private property in land. Lenin believed
that large-scale capitalist farming would be
the stepping stone to the complete sociali-
sation of agriculture. But in pre-Revolu-
tionary Russia the discontented peasantry
could not be ignored, and, realising that
the Bolsheviks could only seize power with
the peasants’ support, Lenin associated
himself in 1917 with their demand for land.
However, this was but a temporary expe-
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dient, and by 1920 he was again advocat-
ing communes, collective farms and later
state farms.34 In pure terms the collective
farm might have been thought to have
been close to the Marxist ideal for the last
stage of a communist agriculture: a free
association of producers combining for
communal production. In reality the col-
lectives which after Lenin’s death emerged
under Joseph Stalin in the Russia of the
1920s and 1930s would scarcely have
pleased Marx, since they comprised
peasants coerced into unwilling associa-
tion, deprived of investment funds and able
to subsist only through private produc-

tion.3$ _ _
Although Marx’s teachings dominated

the development of socialist thought in the
late nineteenth and early twentieth centu-
ries, his contemptuous attitude to the peas-
antry was by no means universal. Socialist
writers and thinkers as far back as Pierre-
Joseph Proudhon in the mid-nineteenth
century were proposing a far more sympa-
thetic view of the peasant class. In Russia
the radical writer Nikolai Chernyshevsky
saw the communal organisation of agricul-
ture as enshrining the hope that Russia
could tread the path to socialism without
passing through the exploitation and social
degradation that had occurred in England
and France. His work helped to lay the
foundations for the Populist movement in
late nineteenth century Russia, which
sought to save the peasants from “pro-
gress” and to preserve the peasant com-
munes as the basis for social organisation
in the countryside (Mitrany 1951; Walker
1978, pp. 202-4). Even within the ortho-
dox Marxist tradition, some tempering of
the Marx/Engels view of agriculture was
evident. Karl Kautsky’s influential book
on The Agrarian Question (1899), for

33.Marx and Engels (1848, pp. 104-5). Their oft-
quoted reference to “the idiocy of rural life occurs in
section 1 of the Manifesto (p. 84).

34, See Lenin’s Works vol. 28, p. 156.

35. ¢f Dobb (1928; 1963, pp. 251-4); Conquest (1968,
pp. 16-32); Laird (1970, pp.31-9); and Wittfogel
(1971). For an overview of the Marxist-Leninist
agricultural theory and some of its shortcomings, see
Krebs (1983).



example, went into some detail in explain-
ing technological improvements in agricul-
ture, but suggested that this did not neces-
sarily mean that large-scale farming would
come to dominate. Rather, he believed that
large and small farms were mutually
dependent. Nevertheless, Kautsky’s ulti-
mate commitment was to the rule of the
proletariat in agriculture as in industry.3

The Marxist view of the peasantry was
also chailenged strongly by socialist writers
outside Russia. For instance, Rosa Luxem-
burg took issue with the argument that the
peasant under capitalism represented a
microcosm of capitalist production. Marx
had written in Theories of Surplus Value
(1863, p. 192):

. in the capitalist mode of production the
independent peasant ... is sundered into two
persons. As owner of the means of production
he 1s capitalist, as worker he is his own wage
worker. As capitalist, he therefore pays himself
his wages and draws his profit from his capital;
that is to say, he exploits himself as wage
worker and pays himself, with the surplus
value, the tribute that labour owes to capital.
Perhaps he also pays himself a third part as
landowner [rent] . ..

Rosa Luxemburg, on the other hand,
wrote 1n The Accumulation of Capital
(1913):

It is an empty abstraction to apply simul-
taneously all the categories of capitalist produc-
tion to the peasantry, to conceive of the peasant
as his own entrepreneur, wage labourer and
landlord all in one person. The economic pecu-
liarity of the peasantry ... lies in the very fact
that they belong neither to the class of capitalist
entrepreneurs, nor to that of the wage proleta-
riat, that they do not represent capitalistic
production but simple commodity produc-
tion,37

But perhaps the stoutest defence of
small-scale peasant agriculture in opposi-
tion to the Marxist doctrine came from
Alexander Vasilevich Chayanov, the most
important Russian agricultural economist
of the first quarter of the twentieth century.
From an economic viewpoint, the impor-
tance of Chayanov’s writings derives from
the fact that he was not a political polemi-
cist but a serious theoretician who set
about constructing a complete theory of
peasant behaviour, which culminated in
his monograph Peasant Farm Organisa-
tion, published in 1925 by the Agricultural
Economics Scientific Research Institute in
Moscow (Thomer et al. 1966). Whereas

61020-05835-3
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the optimal behaviour of capitalist farmers
was defined in terms of relationships
between wages, rent, interest and profit,
Chayanov argued that the marginalist
theory could not be transferred to the
peasant. The peasant paid no wages since
he hired no labour; the return to the family
unit as a whole was, according to
Chayanov, undifferentiable. The key to his
theory lay in his concept of the labour-
consumer balance, the trade-off between
the necessity to satisfy family wants and
the drudgery or irksomeness of labour. He
developed a complex theory of this balance
as it affected the size, nature and stage of
development of the peasant family and he
tested his theory against contemporary
Russian statistics.

Chayanov’s theory led to predictions
about the differing influences of the econo-
mic environment on the behaviour of
peasant and capitalist farms. For example,
he illustrated the difference in attitude to
the adoption of technological innovation
as follows (Thorner et al. 1966, pp. 237-8):

For the agricultural undertaking organized on

capitalist lines, adoption of a particular pos-

sible land improvement measure depends on
whether the increase in economic rent, resulting
from the improvement of the plot, is greater
than, or at least equal to. the capital interest
rate usual in the country in relation to the capi-

tal involved ... [These] considerations are

quite inapplicable to improvement on the labor

farm ... [The] family farm's decision on the
question of the advantage from improvement
will depend on the effect this improvement will

have on the on-farm equilibrium between
drudgery of labour and demand satisfaction. In

36. “If [after the revolution] the small industry is still
able to assert itself in agriculture this is due not a little
to the fact that it can pump more labor out of its
laborers than the great industry. It is undeniable that
farmers work harder than the wage workers of the
great land owners. The farmer has scarcely any free
time, and even during the little free time that he has
he must be continually studying how he can improve
his business . . . When once the farmer sees, however,
that he can remain in agriculture without being com-
pelled to renounce leisure and culture he will no
longer flee from agriculture, but will simply move
from the little industry to the great and therewith the
last fortress of private property will disappear.”
Kautsky (1902, pp. 161-2). See further in Hussain and
Tribe (1981, vol. 1, ch. 4).

37. Thomer er al. (1966, p. xx); passage quoted is from
the German edition of Luxemburg (1913, p. 368).
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a situation of relative land shortage. the family.

needing to expand its economic activity. will

carry out many improvements disadvantageous

and not available to the capitalist farm . . .

Chayanov showed that under declining
prices a peasant would tend to work harder
when a capitalist farmer would go out of
business. His view was clear that the
competitive power of peasant farms vis-a-
vis large-scale capitalist agriculture was
much greater than had been foreseen by
Marx, Engels, Lenin or Kautsky.

Given 1ts peculiarly Russian context,
Chayanov’s theory might not be able to be
interpreted as a universal theory of
peasantry. Yet his analysis of decision
making and resource allocation on the
peasant farm can be seen in retrospect to
have been more descriptively powerful
than the simple Marxist interpretation of
agriculture under socialism. Furthermore
Chayanov’s work could be argued to have
considerable relevance in explaining the
persistence of the family farm in advanced
Western agriculture in the twentieth
century, as well as being directly applic-
able to much small-scale agriculture in the
Third World today.’® Nevertheless the
Marxist tradition has remained more
resilient and has continued to influence the
development of socialist thought to the
present day. We shall return to neo-
Marxism and contemporary socialist views
of agriculture in a later section.

6. Mainstream Economic Thought
in the First Half of the Twentieth
Century

The marginal revolution, whose origins
were discussed in Section 4 above, brought
it its wake an enormous explosion in eco-
nomic theory and analysis on a variety of
fronts including the areas of the neoclas-
sical theory of value, the methodology of
economics as a positive science, the theory
of imperfect competition, growth, welfare
theory, economic planning, monetary
theory, capital theory, and of course the
great problems of unemployment and
macroeconomic management that were at
the heart of the Keynesian revolution.
Amongst these developments, three
aspects had especial relevance to the
evolution of ideas about the role of agricul-
ture in the economy.
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The first aspect was the application of
the neoclassical production model to the
farm business. In most Western countries
over the first half of the twentieth century
the agricultural sector comprised a large
number of relatively small independent
units, generally organised on a family
basis. By and large, any single unit’s pro-
duction was an insignificant fraction of
total industry output, and no farm’s pro-
duce could be differentiated from that of
any other farm in the same industry. In
these circumstances a model of the farmer
as a perfectly-competitive profit-maximis-
ing price-taking entrepreneur found ready
application. Furthermore, the empirical
and technical nature of the production
process 1tself for most farm outputs
appeared to fit quite nicely the essential
assumptions of the neoclassical model of
production: divisible inputs and outputs,
smooth continuous production functions
exhibiting diminishing marginal product,
decreasing rates of substitution between
factors, and so on. With factor markets in
agriculture also being reasonably competi-
tive, the extension from this production
model to the traditional neoclassical
theory of cost was also straightforward,
such that the now-familiar short- and long-
run cost curves of the firm could be readily
interpreted in the context of the farm
business.

The interpretation of agriculture as a
perfectly competitive industry, with all its
attendant ramifications, was developed
during the early years of the century, par-
ticularly in the United States (e.g. Black
1926), with growing empirical support
from experimental and other research. In
the post-war period this view of the farm
business was extended and restated in more
rigorous form.? This general model was
argued to be both descriptively realistic in
depicting small farmers as striving to maxi-
mise their net receipts in the face of uncer-

38. ¢f” Kerblay (1971, p. 159); Lehman (1982). On the
relationship between Chayanov and Marx, Durren-
berger (1982, pp.128-9) argued that they were
complementary rather than contradictory: “[Marx]
provides a way of analysing the relations between the
organization of production and other social and politi-
cal aspects of social formations, [Chayanov] offers an
analysis of the dynamics and organization of one form
of production left unanalysed by Marx.”
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tain climatic and market conditions, and
normatively valid in pointing the way to
principles of optimal resource use and effi-
cient business management in the farm
sector.

The second area of economic analysis in
the period to 1950 that affected the evolv-
ing view of agriculture in developed coun-
tries was the area of price analysis. Particu-
larly in the period between the two World
Wars, the role of the agricultural sector in
the mature industrial economy was ana-
lysed in terms of the aggregate supply and
demand conditions, both domestic and
international, for agricultural commod:-
ties.® From a policy viewpoint much of
this work was motivated by a concern for
farm incomes, which, in most advanced
economies, were relatively low and chroni-
cally unstable. The perception of agricul-
ture that emerged from these analyses can
be stated as follows. Although income
comparisons between agriculture and other
sectors could not be drawn altogether reli-

ably, for example because of problems in

valuing on-farm consumption and in
accounting for off-farm income, the situa-
tion appeared clear that a substantial
disparity existed between incomes in agri-
culture and in other occupations. This
phenomenon was explained in terms of the
generally low income elasticities of
demand for farm products, which meant
only sluggish increases in demand for food
(and to a lesser extent fibre) as incomes
rose. At the same time technological
change in agriculture led to rapidly
expanding output, and increased the
optimal size of the farm business. How-
ever, appropriate resource adjustments —
movement of labour out of agriculture,
consolidation of land holdings, and so on -
were inhibited by the fixity and immobility
of factors of production in farming. At the
same time the tendency towards supply
fluctuations that could not be controlled to
any great extent by market management,
combined with a demand generally unres-
ponsive to price, led to instability in
commodity prices which in turn destabi-
lised the incomes of primary producers.
The policy responses to this general
perception of the state of the agricultural
industry typically involved market inter-
vention by governments in an attempt to

support and stabilise farm incomes by
means of commodity programs, price con-
trols, import quotas, tanff protection,
export subsidies, and so on.

The third area in the development of
economics of importance to agriculture in
the period under discussion was the analy-
sis of economic growth. The mainstream of
this development, from Joseph Schump-
eter’s The Theory of Economic Develop-
ment (1911) to the post-Keynesians, was
essentially concerned with macroeconomic
aspects of growth, and had little to say
specifically about agriculture. This main-
stream was initially concerned to an
important extent with explaining cyclical
fluctuations in industrial economies and,
especially during the interwar period, the
tendency to stagnation, which was com-
pared with the “‘stationary state” envisaged
by the classical economists. The appear-
ance of more sophisticated theories of
growth, such as the celebrated Harrod-
Domar models of the late 1930s, led in the
immediate postwar years both to neoclas-
sical interpretations of economic growth
(e.g. Solow 1956; Swan 1956) and to the
more wide-ranging, less easily quantifiable
approaches to growth theory of the
Cambridge school of economists (e.g.
Robinson 1956; Kaldor 1957; Dobb
1960).41 At the same time another stream
of thought was emerging which placed
questions of economic growth in a different
context. Instead of dealing in the macro-
economic aggregates of output, investment,
savings and consumption in mature capi-
talist economies, this stream was con-
cerned with the seemingly intractable
problems of poverty, malnutrition and low
rates of growth in developing countries.
Furthermore, instead of being almost

39. Probably the most influential work of its period
was Heady (1952). See also Bradford and Johnson
(1953).

40. An example of the sort of price analysis being
developed over this period can be seen in Shepherd
(1951). An influential work that analysed the place of
agriculture in the industrial economy was Schultz
(1945).

41. For a survey of these and other approaches, see
Hahn and Matthews (1964).
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exclusively theoretical in scope as was
“mainstream” growth theory, the develop-
ment economists’ concern was to carry out
analyses which could yield immediate
implications for policy. Given the over-
whelming importance of the agricultural
sector in developing countries, it was this
area of the economic growth debate that
was of most relevance in influencing ideas
about the role of agriculture in the
economy.

Most of the major contributions to deve-
lopment theory have appeared after the
period covered by the present section, and
are treated below. However, work on the
role of agriculture in economic develop-
ment in the years to the 1950s laid to some
extent an empirical foundation for these
later theoretical endeavours, by document-
ing the declining share of agriculture in the
economic activity of advanced economies,
a fact which was taken by some writers to
imply that a similar decline in agriculture’s
share of output and employment in deve-
loping countries would be a concomitant
of growth in those countries. In other
words observed trends in advanced econo-
mies were interpreted in some quarters to
indicate that a strategy for development
would have to be a strategy for industriali-
sation.

The early workers drawing attention to
these phenomena were A. G. B. Fisher
(1935, 1939) and Colin Clark (1940), and
later Eric Ojala (1952) and Simon Kuznets
(1957). Their analyses demonstrated that
in all countries for which long-term data
were available there had been a secular
decline 1n agriculture’s share of GDP and
in the proportion of the total labour force
engaged in agriculture, together with (less
consistently) a secular rise in output per
worker 1in farming. The explanations
advanced for these trends were related to
the demand and supply conditions for
agricultural commodities as discussed
above, that is, the changing composition of
aggregate demand with rising per capita
incomes when the income elasticities of
demand for farm products are low and
declining, and, on the supply side,
productivity changes, substitution of
capital for labour, and increased specialisa-
tion in agricultural production. Neverthe-
less the empirical validity of these efforts
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was questioned (e.g. Bauer and Yamey
1951, 1954), for example on grounds of the
arbitrariness of sectoral classifications
used, and the unreliability of labour force
statistics when members of farm house-
holds were increasingly becoming engaged
in off-farm non-agricultural work.
Furthermore the somewhat sweeping
nature of the hypothesis that, by analogy
with developed countries, the path for
growth in the developing world lay in a
shift from primary to secondary and
tertiary industry raised controversial
questions of cause and effect in economic
development. The essential problem was
whether structural transformation was an
engine of economic growth, or whether it
arose as a sort of by-product of a develop-
ment process whose impetus originated
elsewhere. The implications specifically
for agriculture of these issues were simi-
larly unclear, and indeed framing the ques-
tion in this way may even have meant that
finding an answer was impossible; as D.
Gale Johnson (1964, p.5) subsequently
remarked:
We do not yet understand whether in most
cases the reduction in factor costs of agricul-
tural products, which makes possible trans-
ferring labor out of agriculture and an elastic
supply of agricultural products, has occurred
mainly because of actual or incipient develop-
ments in the non-agricultural sectors of econo-
mies or has been due to circumstances that
were largely unique to agriculture. Perhaps this
is something we shall never know - it may be

nothing more than the old query as to which
came first, the hen or the egg.

In the end, however, the sorts of issues
raised by the early development econo-
mists as a result of their extensive docu-
mentation of the growth experience of
different types of economies could only be
studied sensibly by relating them to a
properly articulated theoretical founda-
tion. It was appreciated that such a founda-
tion would have to involve a theory or
theories of the development process which
recognised the structural features of the
developing economy and in particular
which accounted explicitly for the role of
the agricultural sector. The period after
1950 has witnessed a considerable amount
of work seeking to build such theories.
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7. Agriculture in Contemporary
Development Theory

(i) Models of the agrarian economy

The simplest type of economy of interest
to development theorists of the modern
period was one in which all resources, or at
least a very high proportion of resources,
were devoted to agriculture. Such an econ-
omy was recognised as characteristic of a
significant number of countries in the
Third World, particularly in Africa, where
non-agricultural activity was either absent
or restricted to simple artisan or service
industries. It has been noted already that
this condition also typified the pre-Indus-
trial-Revolution economies of Europe
which were the concern of the classical
political economists (Schumpeter, 1954,
p. 565). Accordingly, there has been some
revival of interest in recent years in the
writings of Smith, Malthus and Ricardo, in
order to evaluate their relevance to prob-
lems of the developing world today.

The characteristics of the agrarian econ-
omy were summarised by John Fer and
Gustav Ranis (1966, p. 4) as follows:

The central feature of agrarianism is the over-

whelming preponderance of traditional agricul-

tural pursuits. While other economic activities
may be in evidence, they are of distinctly
secondary importance in both a quantitative
and qualitative sense. Those nonagricultural

pursuits which exist are characterised by a

modest use of capital. The agrarian economy is

essentially stagnant, with nature and popula-
tion pressure vying for supremacy.

This static picture of traditional societies
did not, however, preclude the possibility
of some increase in output within the
agrarian system. For example, Rostow
depicted the agrarian economy as one in
which

acreage could be expanded; some ad hoc tech-
nical innovations, often highly productive
innovations, could be introduced ... produc-
tivity could rise with, for example, the
improvement of irrigation works or the dis-
covery and diffusion of a new crop. But the
central fact about the traditional society was
that a ceiling existed on the level of attainable
output per head.”#?

The crucial point for Rostow and other
“growth-stage” theorists whose work made
an impact during the 1960s was that the
agrarian society required changes to its
economy, its social structures, its politics

and its values in order to attain the condi-
tions for “take-off’” into sustained growth.43

Formal modelling of the agrarian econ-
omy provided insights into the relation-
ships between output, employment and
technological progress within closed agri-
cultural systems. Dale Jorgenson (1967)
postulated an agrarian economy character-
ised by a constant-returns-to-scale produc-
tion function with an agricultural labour
force comprising both productive and
redundant workers. At a constant real wage
rate (measured in agricultural goods), his
model implied that population would
increase at the same rate as agricultural
output, whose growth in turn was depen-
dent on the rate of technological advance
in agriculture. In an agrarian economy
with no redundant labour to start with,
population would, according to this model,
increase until productive opportunities in
agriculture were exhausted. Beyond this
point population growth would be con-
strained, and all increments in population
would contribute to the redundant labour
force.

As well as generating surplus labour, the
agrarian economy model could also pro-
duce surplus agricultural output. The long-
run fate of the agrarian economy was
argued by Fei and Ranis (1966) to depend
on how these two surpluses or ‘‘slacks”
were used. These writers suggested two
possibilities.  Firstly the agricultural
surplus could be devoted entirely to
increasing per capita consumption which
in turn could lead to increased population
growth. The consequences of this process
could be either a low-level *“‘equilibrium
trap”, as foreseen earlier by Harvey
Leibenstein, in which population growth,
technological change, and diminishing
returns to agricultural labour just offset
each other, or a “non-trap” case in which
population reached a point of being no
longer responsive to increased income, the
economy threw off its Malthusian shackles
and attained a readiness for sustained

42. Rostow (1960); quotation is from second edition
(1971), p. 4.

43, See especially the writings of contributors to
Rostow (1963).
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growth (Leibenstein 1957; Jorgenson 1961;
Nicholls 1963).

The second possible use for the *“‘slack™
generated by the agrarian economy as seen
by Fet and Ranis was in financing the
luxury consumption of the unproductive
non-agricultural elite. This possibility was
close to the model of the physiocratic
system that we have noted earlier, in which
the agricultural surplus was appropriated
by the *“sterile” classes. In the Fei and
Ranis model of the agrarian economy,
such a diversion of output and resources
would have adverse long-term conse-
quences for agricultural productivity
arising because the diverted resources
might otherwise have been devoted to
maintaining and developing the agricul-
tural infrastructure.

In a later paper the same authors intro-
duced the possibility that the agrarian
economy might be opened by the develop-
ment of an export production sector (Fei
and Ranis 1969), which they saw arising as
a result of penetration of the closed agra-
rian system by foreign commercial inter-
ests. The export sector they envisaged was
profit-oriented, and would in due course
stimulate the growth of a sophisticated
services sector to provide for the emerging
needs for finance, insurance, transporta-
tion, and other infrastructure. Although in
this model of the open agrarian economy
surplus agricultural labour was put to pro-
ductive use, the development of the export
sector was seen by Fe1 and Ranis as leaving
the agricultural sector largely untouched,
and herein, they argued, lay the reason for
this type of economy’s tendency to long-
run stagnation (Fer and Ranis 1969,
p. 157):

In this context the required routinized inter-

action between a small but relatively expanding

industrial sector and a large but relatively
shrinking agricultural sector has no chance to
take hold. As a direct consequence, the ability

to count on a dependable, routinized, innova-

tton-inducement mechanism in both sectors

(but especially agriculture) is missing. This

mechanism is the most important single link in

the chain of successful dualistic growth, the

growth that has a chance to culminate in
economic maturity.

Overall the question remained un-
answered as to whether the agrarian
economy, either closed or open, was in fact
doomed to inevitable stagnation, or
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whether it could progress to a more diver-
sified and advanced stage. In formal terms
the outcome depended on precise relation-
ships and relative values of parameters
assumed within the agrarian model. In
practice, as we remarked above, a host of
other economic, political, social and insti-
tutional factors could also be seen to be
decisive. Nor could appeal to empirical
evidence determine the issue, since
examples both from history and from
present-day experience could be invoked
to support either side of the argument.
Nevertheless, there was some agreement at
least in theory that if the agrarian economy
was to go anywhere i1t would be likely to
move Into a stage of economic dualism
before being able to attain full maturity.
Indeed the analysis of the dual economy, to
which we turn next, became a major pre-
occupation amongst the vanguard of post-
war development theorists, and decisively
influenced emerging perceptions of the
agricultural sector in the development
economics of the 1950s and 1960s.

(1) Dual economy models

Economic dualism in developing countries
can be described as the coexistence of a
traditional and an advanced sector within a
single economy. The interpretation of
precisely what economic activities and
social classes were contained in the tradi-
tional and advanced sectors varied between
different versions of the dual economy
model, but in general the traditional sector
was regarded as a backward predomin-
antly-rural subsistence sector, whilst the
advanced sector could be described as
modern, urban and capitalist. Here we
shall interpret the two sectors as “agricul-
tural’ and “industrial”’, though recognising
that a more exact definition is necessary in
order to understand some aspects of some
writings in this field.+

Although the concept of dualism had
been known for some time,*s it was W.
Arthur Lewis’ pioneering paper of 1954

44. For example, part of the subsistence sector may
exist in urban areas (petty retail trade, domestic
service, and so on), so to describe labour transfer from
backward to modern sectors as ‘“‘rural-urban migra-
tion” may have been something of a misnomer in
certain cases; see further in Godfrey (1979, p. 230).



that contained the seminal exposition of
the dual economy model in its contem-
porary form (Lewis 1954, 1958). The key
feature of the Lewis model was the transfer
of surplus labour from the backward
sector, enabling employment and output
growth in the modern sector. The urban
wage was assumed to be fixed at a
premium over the subsistence agricultural
wage, providing the inducement to rural-
urban migration. The supply of rural
labour was perfectly elastic at the fixed
urban wage rate; it was assumed that there
were unlimited supplies of surplus labour
in the agricultural sector, whose numbers
would increase further with population
growth. The marginal productivity of agri-
cultural labour was assumed to be zero.
More precisely, the marginal productivity
of rural labour measured per worker was
zero, implying that transfer of persons out
of agriculture would not depress agricul-
tural output, although maintenance of
output Jevels in agriculture might be
achieved by the fact that those remaining
would work harder, implying in turn that
their marginal productivity per hour was
greater than zero. Capital accumulation in
the modern sector came about by reinvest-
ment of capitalist profits; the model
predicted that the share of profits in
national income would rise with technolo-
gical progress and further industrial capital
formation, given constant wage rates. In
the Lewis model the modern sector contin-
ued to grow until the supply of surplus
rural labour was exhausted, at which point
wage rates would begin to rise.

Lewis’ essentially heuristic two-sector
model was subsequently formalised and
developed by a number of writers. Fei1 and
Ranis elaborated the effects that growth in
the dual economy would have on the sub-
sistence sector, in particular the changes in
the marginal productivity of labour in agri-
culture as more and more workers were
transferred to the modern sector (Ranis
and Fei 1961, 1963; Fei and Ranis 1964,
1966). They saw initially workers moving
out whose marginal productivity was zero,
causing no change in agricultural output.
Subsequently, workers would move whose
marginal productivity was greater than
zero but less than the subsistence wage,
and some decline in agricultural output
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would ensue. In the end the marginal
productivity of migrating workers would
exceed the subsistence wage. They showed
that the agricultural surplus available for
consumption in the nonfarm sector would
fall during this process, worsening the
terms of trade for industry and putting an
upward pressure on wage rates. Fei and
Ranis stressed particularly the problems
facing the dual economy of allocating its
two surpluses — industrial profits and agri-
cultural surplus — between the two sectors
in such a way that labour productivity in
both would be enhanced, taking into
account the prospects for technological
advance in both industry and agriculture.
Their model could therefore be seen as one
of balanced growth, even if the net flow of
resources (both capital and labour) in the
growth process was out of agriculture and
into industry.

The Lewis-Ranis-Fei interpretations of
the dual economy have been called “classi-
cal” models because of their focus on
capital accumulation, their concern for the
effects of population increase* and tech-
nological change, and their characterisa-
tion of the agricultural sector as a source of
industrial labour and wage goods (Ranis
and Fei 1982). As noted earlier, in Adam
Smith’s two-sector model, industrial capt-
tal existed only in the extension of produc-
tion advances in the form of wage goods to
industrial workers for the support of
further production. Contemporary models
of the dual economy concentrate more on
the industrial sector, and analyse the
asymmetrical  structural  relationships
between production conditions in agricul-
ture and industry. Thus, whilst 1t 1s reason-
able 1n broad terms to call modern interest
in the dual economy a “*classical revival™,
there remain substantial differences bet-
ween the 19th and 20th century analyses,
with the latter models allowing for real
investment in industry, technological

45. The notion of dualism can be traced back at least
to the 1920s; see Dixit (1973, p. 325).

46. So. for example, these models accepted a broadly
Malthusian interpretation of the relationship between
population and agricultural growth, an interpretation
sharply disputed by Boserup (19635).
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change in both sectors, the possibility of a
surplus in industry as well as agriculture,
and international movements of commodi-
ties, factors and technology.

A model proposed by Jorgenson (1961,
1966) was similar in all respects to these
classical versions except that he assumed
that the marginal productivity of labour in
agriculture was positive, not zero, and that
the real wage rate was variable, not fixed.
His model defined a critical point to which
average agricultural output would have to
grow in order to create the conditions for
viability of the industrial sector. Beyond
this point a food surplus would be created
and employment growth in the modem
sector would become possible. Jorgenson
labelled his model as ‘‘neoclassical”,
because of his assumption that the market
wage was free to reflect the social oppor-
tunity cost of additional employment
instead of being institutionally determined
as 1n the classical models. He compared
the implications for the agricultural sector
in the two types of model, showing that in
the classical model the agricultural labour
force declined absolutely as redundant
labour moved out, whereas in his neo-
classical model the agricultural population
could grow, decline or remain constant
depending on the rate of growth of total
population and the rate of technological
progress n -agriculture. The two models
differed only when surplus labour existed;
at the point when all redundant labour had
been used up, the classical and neoclassical
models became identical. Jorgenson
claimed that the classical model’s assump-
tion of a fixed real wage rate and its predic-
tion of a declining agricultural labour force
were both inconsistent with the evidence,
and suggested the neoclassical model was
therefore to be preferred, although this
conclusion was sharply disputed, for
example by Marglin (1966), Minami (1968)
and Dixit (1970).

Despite these criticisms, interest in neo-
classical models of the dual economy has
not waned. Several recent papers have
explored the theoretical properties of these
models by tightening their formal specifi-
cation and relaxing some of their more
restrictive  assumptions. For instance,
MclIntosh (1975) made population and
factor allocations endogenous, and subse-
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quently found empirical support for his
analysis (McIntosh 1978). At the same
time Marino (1975) generalised the neo-
classical dual-economy model’s produc-
tion function, discarding the somewhat
restrictive  Cobb-Douglas function of
earlier versions of the model. Amano
(1980) extended the Jorgenson model by
allowing for capital accumulation and
generalising the specification of demand
for food. All of these models have
attempted to define conditions under
which the dual economy will grow or
decay and to suggest the important policy
instruments to which governments should
pay attention if growth is desired. How-
ever, these formal models await rigorous
empirical testing, and so for the time being
their recommendations can be regarded as
suggestive only.

In the meantime, what have been the
more general 1mplications of dual-econ-
omy models, especially in influencing
perceptions of the role of the agricultural
sector in economic development? One of
the areas of greatest controversy has been
the theoretical and empirical role of rural
underemployment in the theory. Hirsch-
man (1982, pp. 376-8) has suggested that
disguised unemployment achieved its posi-
tion as a “foundation-stone for develop-
ment economics” because economists of
the day felt comfortable with the theoreti-
cal notion of underemployment from the
Keynesian system in which they had been
trained. Empirically, on the other hand,
the question was simply whether or not
surplus labour existed in the agricultural
sectors of developing countries.#” In the
1940s and 1950s the optimistic view that
rapid industrialisation would be possible
through the mobilisation of the large pool
of surplus agricultural labour that was
thought to exist in poor countries undoubt-
edly lent some appeal to the Lewis model
at 1ts original appearance. However, this
view was decisively rejected by writers
such as Theodore Schultz (1964, Ch. 4)

47. One reason for controversy was the problem of
defining “‘surplus labour” touched on earlier. In his
recent writings, Lewis has decided to eschew this term
because, he says, its use causes “‘emotional distress”
(Lewis 1979, p.211n.). See further a discussion in
Reynolds (1975, pp. 11-14).
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and others, leading Kao er al. (1964, p. 141)
to conclude:
To date, there is little reliable empirical
evidence to support the existence of more than
token — 5 per cent — disguised unemployment
in underdeveloped countries as defined by a
zero marginal product of labour and the condi-
tion of ceteris paribus.

More recent data suggest a somewhat
higher figure than this, but still not enough
to confirm the existence of a universal
year-round surplus labour problem in the
traditional sectors of developing countries
(Berry and Sabot 1981, pp. 173-5).
Nevertheless, even if labour has not
always been readily available for transfer
out of agriculture, the potential for surplus
labour has always been present, whether its
withdrawal would affect agricultural out-
put or not. The simple reality of current
rates of rural population growth in some
developing countries, combined with the
sheer size of their traditional sectors has
continued to build up substantial pressure
for migration from the countryside (Lewis
1979, p. 223). In any case, from the view-
point of judging dual-economy models, the
existence of surplus labour or disguised
unemployment was not crucial; all that
was required was that there should be
labour willing to transfer to industrial
employment at the going urban wage. In
this respect, models such as that of
Michael Todaro, which explained rural-
urban migration in terms of the expected
urban-rural wage differential and the
probability of finding a job, have illumin-
ated this aspect of dual-economy models
whilst at the same time helping to under-
stand the paradox of continued urban
migration in times of growing urban
unemployment (Todaro 1981, pp. 238-44).
Dual-economy models have undoubt-
edly helped to shed light on some observed
trends in developing countries in the last
thirty years, such as the tendency for the
share of wages in national income to fall
and for the share of profits to rise, the
growth 1n savings and capital formation,
and the rise in industrial output. The per-
sistence of low standards of living in the
agricultural sectors of many countries can
also be regarded as having been consistent
with these models, even if some other pre-
dictions about the benefits of modern
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sector expansion on the traditional sector,
such as improvement of infrastructure,
modernisation of institutions, and growth
in trade, have not always come to pass
(Griffin and James 1979, p. 248; Lewis
1979, pp. 212-7). But the major problems
for the theory of the dual economy remain
in the labour market: firstly, what deter-
mines absolute and relative wage rates in
both industrial and agricultural sectors,
and what do those rates in turn determine
(Bertrand and Squire 1980) and secondly,
what to do about the generally poor absor-
ptive capacity of emerging industrial
sectors in developing countries, where
employment growth in urban areas has not
lived up to expectations (Baer and Herve
1966; Morawetz 1974).

As for the agricultural sector, did the rise
of the dual-economy models of the post-
war years, with their focus on labour
transfer and industrialisation, imply a rele-
gation of agriculture to a totally subsidiary
role? Lewis (1979, p. 217) has argued that
critics of his and other models misunder-
stood their orientation:

Nowadays a bogus history of economic thought
floats around in which the economists of the
fifties were rooting for industry to the neglect of
agriculture, but this was not so. The economics
of the 1950s was obsessed by balanced growth,
arguing that development of industry alone
would be constrained by the farmers’ poverty,
and that development of agriculture alone
would turn the terms of trade against agricul-
ture and bankrupt farmers. As it happened
most Governments neglected agriculture for
reasons of their own, but this was in spite of
and not in accordance with economists’ advice.

Nevertheless the fact remains that some
economists of the period felt that priorities
in the progress of development theory had
swung away from agriculture.ss Johnston
(1970, p. 378), for example, argued that the
dual economy models’ preoccupation with
surplus labour:

... often seems to have encouraged neglect of

the agricultural sector as well as a tendency to
assume too readily that a surplus can and

48. Note that the word *“‘priority” in this context needs
careful interpretation. Giving “priority™ to the agri-
cultural sector does not necessarily imply a faster
growth rate for agriculture than for industry, nor does
it always make sense to speak of priority for agricul-
ture or industry as a whole as opposed to priority for
different kinds of agricultural or industrial develop-
ment. See, for example, Sutcliffe (1971, pp. 72-3).
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should be extracted from agriculture, while
neglecting the difficult requirements that must
be met if agriculture is to play a positive role in
facilitating overall economic growth.

The work of these economists, to which
we now turn, pointed the way for an emer-
gence of interest in defining the conditions
and possibilities for growth of the agricul-
tural sector in its own right.

(111) Models of agricultural
transformation

Although the notion was by no means new
that it might be desirable to accord the
agricultural sector some increased atten-
tion in development policy, conditions
during the 1960s and 1970s were right for a
re-focussing of attention on problems of
agricultural transformation in the develop-
ing world. Many of the writings of econo-
mists during this period were based, expli-
citly or implicitly, on a rejection of the
view of agriculture simply as a passive
supplier of resources for the benefit of an
expanding urban-industrial sector; rather
they shifted the emphasis towards the pos-
sibilities for a dynamic agricultural sector
playing an important, even a leading, role
in the development process. Schultz (1964,
pp. 4-5), in his seminal book Transforming
Traditional Agriculture, wrote:

Economists who have been studying growth

- have with few exceptions put agriculture aside
in order to concentrate on industry, despite the
fact that every country has an agricultural
sector and in low income countries it is gen-
erally the largest sector ... But there are no
basic reasons why the agricultural sector of any
country cannot contribute substantially to
economic growth ... There is no longer any
room for doubt whether agriculture can be a
powerful engine of growth.

To some extent this change of emphasis
was due to the disillusion with industriali-
sation that was noted above; not only had
the modern sector in many developing
countries failed to absorb labour, but also
policies designed to encourage industry
had spawned a new generation of problems
of their own (Reynolds 1965; Frank 1968;
Todaro 1969; Balassa et al. 1971; Turnham
and Jaeger 1971). But in addition the grow-
ing concern for agricultural development
per se was related to increased preoccupa-
tion with poverty and malnutrition, prob-
lems that were generally concentrated in
the countryside and clearly exacerbated by
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policies that neglected or discriminated
against agriculture (Healey 1972; ILO
1977).

Although there was much variation in
emphasis, the majority of theoretical and
empirical work on agricultural develop-
ment during the 1960s and 1970s was
based on a generally accepted view of the
role of agriculture in the development pro-
cess. The importance of agriculture as a
supplier of food output to meet rapidly
increasing domestic consumption require-
ments was stressed, especially since in
most countries the foreign exchange con-
straint meant that importing food was not
a feasible alternative. The role of the agri-
cultural sector in providing labour for
industrial expansion was also considered
relevant, but was not generally accorded
the pre-eminent status it had enjoyed in
some of the earlier writings mentioned
above. Greater emphasis was placed on the
significance of the agricultural sector as a
source of domestic savings to finance capi-
tal formation both within agriculture itself
and in the non-agricultural sectors of the
economy. Rising incomes of farm families
were seen also as a potential source of
demand for domestically-produced manu-
factures, with the balance between this and
the previous effect being determined by the
relative marginal propensities to save and
to consume of the rural population
(Flanders 1969). The potential for agricul-
tural commodity exports as a means of
financing imports of capital goods for
industrial expansion was also recognised,
both in terms of a possible surplus of farm
products over domestic requirements, and
in terms of a specialisation in export
production. In one particular theory of the
period, the so-called “staples thesis™, it was
suggested that resource-based export
industries could become the leading sector
in economic development.#¢ All the above
“contributions” of agriculture to the
growth process could occur spontaneously,
or could be made to happen ‘“‘compul-
sorily” through government policy
measures (Myint 1975, p. 328).

The implications of these concepts for
the nature of the process of transformation
of the agricultural sector were explored in
several models put forward in the early
1960s, including those of Johnston and
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Mellor (1961), Perkins and Witt (1961),
and Hill and Mosher (1962). These models
depicted the transformation of the agricul-
tural sector from a large, static subsistence
sector with a low capital/labour ratio and
little technical change, to a relatively
smaller, efficient, commercial sector with
rapid innovation and “‘rational’ decision-
making processes.’® These models desig-
nated specific phases in the growth of the
agricultural sector, ranging from a primi-
tive stage where the pre-conditions for
growth had to be established, through to a
mature capital-intensive state. The models
could thus be seen as comparable with the
growth-stage theories of Rostow and others
that we mentioned above, and hence
subject to the same criticisms that were
levelled at these theories, criticisms pri-
marily directed at the theories’ lack of
analytical power (Baran and Hobsbawm
1961; Ruttan 1965).

Nevertheless, important policy insights
were derived from these models. For
instance, Bruce Johnston and John Mellor
in their original paper and in a number of
subsequent places (e.g. Johnston and Kilby
1975; Mellor 1966, 1967, 1976, 1983)
elaborated a development strategy involv-
ing expansion of agricultural production
based on labour-intensive capital-saving
techniques with a strong reliance on tech-
nological innovation. The picture thus
created was one of a technologically
dynamic but still small-scale agriculture,
with rising farm output and incomes.
Johnston and Mellor attributed great
importance in this setting to infrastructure
developments designed to improve the
generation and dissemination of appro-
priate innovations, including investment in
research programs, extension services,
marketing arrangements and general
educational facilities. These suggestions
were given some dramatic support with the
introduction of high-yielding varieties of
wheat, rice and maize in parts of the Third
World during the 1960s. Although a
number of technical, economic and social
problems have subsequently emerged to
temper somewhat the original optimism
about the new cereals technology, the fact
remained that this sort of scale-neutral
innovation could, under the right condi-
tions, have a significant impact on farm

output and employment and on the prod-
uctivity of farm-supplied resources in
smallholder agriculture, a result strikingly
consistent with the general Johnston/
Mellor thesis.

Models of agricultural transformation
relied on a view of the peasant farmer as
being responsive to economic incentives in
determining his input usage, his output
mix and his investment priorities. The
conventional stereotype of the small
farmer in the developing world as tradi-
tion-bound and uninfluenced by the
economic environment was challenged in
these models, with theoretical and empiri-
cal support from writers such as Jones
(1960), Schultz (1964) and contributors to
Wharton (1969).5' Indeed it was suggested
that price relativities influenced farmer
behaviour to such an extent that they were
a significant determinant of the success or
otherwise of nonprice measures designed
to affect the level of farm output or to
promote structural change in the develop-
ing economy. So, for example, Krishna
(1967, p. 516) argued:

The evidence clearly suggests that even when a
government is doing its best to restructure agri-
culture institutionally, and to expand the avail-
ability of knowledge and inputs, 1t finds that
output remains stagnant until these measures
are supplemented by a positive agricultural
price policy. The engines of extension and
mnstitutional reform do not raise output fast
enough without the steam of price incentives.

The terms of trade between agricultural
and non-agricultural sectors in the devel-
oping economy,? which had begun to be
explored in the earlier Lewis models,
became an important focus of discussion in

49, This hypothesis was originally proposed to
explain Canadian economic growth in the nineteenth
century (Watkins 1963). It depended on factor propor-
tions — an abundance of land relative to capital and
labour - creating a comparative advantage in
resource-intensive exports, with development occur-
ring as a spreading process of diversification around
the export base. It can be suggested that the staples
thesis was more an account of technological history
than a generalisable theory of economic growth
(Buckley 1958).

50. These and other models of the period are
discussed in Wharton (1963).

51. See also Hopper (1965), Sahota (1968), Thirlwall
(1977).
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models of agricultural transformation. The
question was asked as to whether there
were likely to be cyclical or secular trends
in the terms of trade that might encourage
or inhibit overall economic growth. A
move in the terms of trade against agricul-
ture could reduce the incentives for farm
output expansion that was a vital compo-
nent of the development process. On the
other hand, if the domestic terms of trade
turned too far in favour of agriculture, the
overall growth process could be impeded,
for example through worsening the posi-
tion of industrial workers by raising the
relative prices of wage goods. Yet
improved terms of trade for agriculture
were also seen as crucial for encouraging
technological innovation and the use of
modern inputs in the farm sector, in line
with the view of the rational economising
peasant noted above. Thus Hayami and
Ruttan (1971) argued strongly that both the
direction and intensity of technological
progress In agriculture were functions of
relative prices, with cogent empirical
support coming from studies such as that
of Timmer and Falcon (1975), although it
was also suggested that these sorts of results
might not hold when unequal distribution
of land rights prevailed (de Janvry 1973;
Bacha 1980, pp. 266-8).

The focus of models of agricultural
transformation on the terms of trade and
on forward and backward linkages between
agriculture and other sectors of the econ-
omy reflected some of the concerns and
modes of analysis of the classical political
economists. For example, the work of
Johnston and Kilby (1975) on the produc-
tion side, and of Mellor (1976, 1983) and
others on the demand side, saw problems
of agricultural development in the present-
day environment in similar terms to those
implied in the rather simpler models put
forward by the eighteenth and nineteenth
century economists discussed earlier in this
paper.

The logical corollary of these analyses of
the effects of changes in the terms of trade
was the 1ssue of whether government regu-
latory or fiscal measures could or should
be used to assist or encourage the transfor-
mation process. Most development strate-
gies generated by models of agricultural
transformation involved some form of
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government intervention which affected
the domestic terms of trade. This in turmn
raised questions as to the efficacy of public
institutions when they replaced traditional
market systems in developing countries
(Bauer 1971; Cochrane 1974, p.49;
Krishna 1982).

Despite the contribution made by
models of agricultural transformation to an
understanding of growth in developing
countries, they were by no means a com-
plete or unchallenged panacea for develop-
ment problems. To begin with, there
remained serious questions as to the distri-
bution of the benefits of agricultural
growth. If the emphasis of policy was at the
so-called “iIntensive margin™, ie. was
directed towards the best farmers in the
most favoured areas, the growth rate of
marketed surplus may well have been
maximised, but at the same time such a
policy would tend to create concentrations
of economic power and pressure for larger
farms, with adverse effects on employment
and income distribution.’* Furthermore,
some of the earlier models of agricultural
transformation appeared to underestimate
the capital requirements for essential
infrastructure development, and to over-
play the role of taxation and price policy in
exacting the required capital transfers from
agriculture (Schultz 1967, pp. 64-5). In a
recent paper Mellor (1983, pp. 224-5) con-
ceded the latter point, attributing now a
greater significance to increased demand
for industrial output arising from an
expanding farm sector:

By emphasizing the market side more and

recognizing the possibility of cost reducing

technological change in industry, one can ...
depict agriculture as a sector providing a grow-
ing demand at constant prices for industrial
goods produced at decreasing cost and hence
with rising profits. It is the highly elastic and
upward shifting demand arising from rising
rural incomes that can provide the basis for a

high rate of capital formation in the nonagri-
cultural sector.

52. We refer here to the domestic terms of trade and
not to the international terms of trade between agri-
cultural commodities and industrial goods on world
markets (see e.g. Streeten 1974).

53. The phenomenon of “urban bias™ is extensively
discussed in Lipton (1977).
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At the same time, arguments for “prio-
rity to industry” continued to be promul-
gated, including suggestions that industry
had greater forward and backward linkages
than agriculture, that industrialisation
could provide a more diversified economic
base than agriculture, and that in the long
term specialisation in primary exports
would tend to widen the gap between dev-
eloping and developed economies, a view
usually identified with Raul Prebisch (see
Prebisch 1959; Flanders 1964). In addition,
the formal models of growth that focussed
on capital goods production, where the
level of employment and the rate of econo-
mic growth were constrained simply by the
rate of industrial capital formation, con-
tinued to be discussed.’* None of these
arguments for industrialisation proved
decisive; rather, the view of the agricul-
tural sector discussed in this section
appears to have met with general accep-
tance and to have established the belief
that no development theory or strategy can
afford to overlook or underemphasise the
role of agriculture in the development
process.

Ultimately these considerations could be
seen to have led inexorably to a conclusion
in favour of “balanced growth”’, Insofar as
this meant that expansion of agricultural
and industrial sectors should occur in such
a way that neither placed a constraint on
the growth of output of the other, such a
conclusion would seem unexceptionable.
Nevertheless, this proposition would not
necessarily imply equal “priorities” for
industry and agriculture. Myint (1964,
p. 130) argued in this respect that

... the manufacturing sector cannot continue

to expand for long without a balanced expan-

sion in the output of the agricultural sector.

Given the logic of the balanced growth path,

the rate of development of the whole economy

will be determined by the rate of expansion of

its slowest moving component part; and given

the tendency to diminishing returns, agricul-

ture clearly qualifies for this role as the major
bottleneck.

The role of agriculture in “balanced
growth” was also stressed by Nicholls in an
important paper published in the early
1960s (Nicholls 1964). Overall, these lines
of thought strengthened the viewpoint that
if “balanced growth™ were to have any
operational significance, theoretical gen-

eralisations about priorities, bottlenecks,
constraints and differential sectoral growth
rates would need careful interpretation in
the light of a given economy’s specific
circumstances.

8. Post-war Socialist Agriculture

Two distinct aspects of contemporary
socialist views of agriculture can be consi-
dered, relating to the two major centrally-
planned economies of the modern world,
the USSR and China.

In Russia, the attitude to agriculture that
prevailed in the immediate postwar period
was a continuation of the Stalinist
approach noted earlier of extracting as
large a surplus from agriculture as possible
in order to support the growth of the heavy
industrial sector. The structural character-
istics of the farm sectors that resulted from
the imposition of this view of agriculture’s
role varied in detail between the Soviet
Union and the Eastern European satellites
(Bergmann, 1975). But the outcomes were
generally disappointing, with agriculture
frequently falling short of production
targets and failing to provide sufficient
resources to enable desired rates of indus-
trial development to be achieved.

In the 1960s, a shift in the attitude to
agriculture in most of these countries
began. Following the more or less com-
plete achievement of the socio-political
goal of collectivisation of agriculture,
attention turned to rectifying several major
policy shortcomings. Firstly, it was realised
that withholding capital inputs from agii-
culture could not continue, and that signi-
ficant increases in agricultural investment
were long overdue. Secondly, a stronger
appreciation began to emerge of the role of
remuneration and incentives in stimulating
labour productivity (Shaffer 1977; Durgin
1980). Thirdly, efforts were made to put
agricultural planning on a less inflexible
footing, more responsive to local condi-

54. These models included those of the Harrod-
Domar type mentioned earlier, the Soviet model of
growth, whose theoretical foundation was expounded
by the Russian economist Fel’dman (see Domar 1957,
pp. 223-61), and a model used in Indian planning (see
Mahalanobis 1953). For a discussion of these and
other models see Mellor (1974, 1983).
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tions and needs. Wadekin (1982, p.258)
described the latter process as follows:

The rigid Stalinist systems of “command agri-
culture” had to be made more flexible by relin-
quishing strictly centralised planning, procur-
ing of produce, and price setting — some reform
of the system was necessary, although at the
same time, the leaders were eager to uphold
central control and to prevent the re-emergence
of “petty-bourgeots capitalism” on the farms.

Despite some successes in implementing
these and other policy reforms, the moder-
nisation of communist agriculture in the
ensuing decades has proceeded very
slowly, with chronic shortfalls in perfor-
mance. The goal of ‘“agro-industrial
integration” with its requirement of raising
capital inputs, labour rewards and other
economic performance indicators in the
agricultural sector to levels comparable
with those elsewhere in the economy, has
remained an elusive one for most of these
countries. It has brought up again the ques-
tion of the appropniateness of large-scale
“industrial” methods in socialist agricul-
ture that was discussed earlier, and the
applicability of Western ‘‘agribusiness”

concepts in the communist system
(Wadekin 1980, pp.317-8 and 1982,
pp. 233-57).

The cornerstones of Soviet agriculture at
the farm level have been the collective and
state farms. Their respective economic
roles were discussed by a number of
writers. Bergmann (1975, pp258-61)
looked at the collective farm in compari-
son with agricultural co-operatives in the
West, finding it to stand in a midway posi-
tion between complete economic integra-
tion (such as in a kibbutz) and the looser
forms of agricultural service organisations
found in other countries such as the US
and Australia. Whether the state farms
were a “higher” form of socialism than the
collectives has remained a moot point,
though it has been suggested that the two
forms of organisation have been growing
closer together (Dunman 1975, pp. 118-9).

Overall, although the perception of agri-
culture in the socialist countries of Europe
that has emerged in the postwar period has
continued to be firmly based in Marxist-
Leninist doctrine, immediate practical and
political considerations have played a
major role in directing agricultural policy
at a number of stages in these countries’
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development.ss Recently, efforts have been
made to free up labour markets, to provide
greater economic incentives, to rationalise
agricultural investment and to allow
“economic’ considerations to play a more
prominent role in the setting of prices
(Hedlund 1984, pp. 191-214). However, it
1s not clear whether these changes reflect a
fundamental shift in the socialist view of
the role and functions of the agricultural
sector, or whether they are simply ad hoc
responses to the wide range of social, poli-
tical and economic problems that continue
to beset agriculture in these countries.

In turning to China, it can be noted that
the approach of Mao Tse-tung to socialism
was founded on the basic philosophy of
Marx, although he gave a distinctly
Chinese orientation to Marxian ideas by
relating them to the historical and cultural
circumstances of China. But his view of the
agricultural sector, and of the role of agri-
culture in socialist economic development,
was different from that of Marx. Mao held
a more sympathetic view of the role of the
peasant farmer in economic development
than Marx, Lenin or Stalin; he therefore
did not espouse the “conventional” Soviet
socialist line of pre-empting the maximum
possible surplus for State-owned industry,
but saw agricultural and industrial trans-
formation taking place simultaneously. In
1955, Mao wrote:

Heavy industry, the most important branch of
socialist industrialisation, produces for agricul-
tural use tractors and other farm machinery,
chemical fertilizers, modern means of trans-
port, oil, electric power, etc., and all these
things can be used, or used extensively, only on
the basis of an agriculture where large-scale
cooperative farming prevails... We must on
no account regard industry and agriculture,
socialist industrialization and the socialist
transformation of agriculture, as disconnected
or isolated things, and on no account must we
emphasise the one and play down the other.3¢

Mao’s overall development strategy
involved a number of distinctive features.

55. The influence of Khrushchev on agriculture is a
good illustration; see, for example, Laird and Laird
(1970); McCauley (1976).

56. Mao Tse-tung (1977) “On the Cooperative Trans-
formation of Agriculture™; see Selected Works, vol. 5,
p. 197.
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At the outset was land reform; he argued
that the institutional transformation of
traditional agriculture was an essential
precursor to all other developmental
changes including technological transfor-
mation. Then there was the balanced pro-
gramme of industrial nationalisation and
the establishment of agricultural coopera-
tives noted above, with emphasis on
encouragement of industries with direct
links with agriculture and on worker/
peasant integration, within a full-scale
planning (nonprice) allocative system. In
the rural sector, Mao stressed the need to
mobilise unemployed and under-employed
labour in order to meet seasonal labour
demands in agricultural production, to
work on public capital projects, and to
create a “modern” small-industrial sector
within the countryside using indigenous
technology. This whole development
strategy was set in the context of the
Maoist ideology which saw selflessness and
unity of purpose amongst workers and
peasants as releasing a huge reservoir of
energy, enthusiasm and creativity. Mao’s
well-known “‘holistic’” view — that every-
thing depends on everything else — meant
that rural change was to be brought about
by a process in which economic, political,
cultural and social development were
inseparable.

The role of the collective or commune in
the Maoist view of the agricultural sector
was fundamental. In his famous essay On
Contradiction of 1937, Mao wrote:

Every form of society, every form of ideology,

has its own particular contradiction

Qualitatively different contradictions can only

be resolved by qualitatively different methods.

For instance, the contradiction between the

proletariat and the bourgeoisie is resolved by

the method of socialist revolution; ... the
contradiction between the working class and
the peasant class in socialist society is resolved

by the method of collectivization and mechani-
zation in agriculture.5?

The Chinese agricultural commune, as it
evolved after the establishment of the
Peoples’ Republic in 1949, was not simply
a large rural cooperative. Rather 1t was a
composite unit embracing the complete
range of economic, administrative and
social functions required for a self-reliant
rural community. It enabled the organisa-
tion and mobilisation of labour, the plan-

ning and implementation of programs for
improving both farm and nonfarm output,
and the provision of a range of support
services such as education, health and farm
extension. Although the communes relied
on the ideological commitment of their
members, they also involved the introduc-
tion over time of systems of incentives to
stimulate production and enhance effi-
ciency (Aziz 1978; Khan and Gek-boo
1979).

The evolution of the Chinese communes
following the revolution was in accordance
with Mao’s theoretical view. Although in
the early 1950s the units (based on
“mutual aid teams”) were too small for
peasants to operate effectively, larger-scale
cooperatives were in existence by the mid
1950s which, according to Mao himself,
had realised his basic aims; in 1957 he
wrote:

Agricultural cooperatives have been success-

fully organised, and this has resolved the great

contradiction in our country between socialist
industrialisation and individual peasant farm-
ing.58

However the “People’s Communes” of
the late 1950s, the period of the Great
Leap Forward, were poorly managed and
disorganised, and led in the 1960s to a
further stage involving greater decentrali-
sation, with production control in the
hands of smaller units, including produc-
tion brigades (about 300 households) and
production or work teams (about 30-45
houscholds) (Gray 1974; Rawski 1979).
The latter became the main basis for
accounting, planning and income distribu-
tion at the village level. Following Mao’s
death in 1976 there have been further
changes, particularly the development of a
new system of household contracting (the
“Responsibility System”), which further
establishes the individual family and the
work team as the basic production unit
rather than the commune or brigade.s

The question as to whether the Maoist
theory of socialist agricultural develop-
ment can be applied elsewhere has been

57. See Mao Tse-tung (1967, pp. 79-81).

58. Mao Tse-tung (1967) **On the Correct Handling of
Contradictions among the People™; see Selected
Readings, p. 365.
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widely debated (Aziz 1978, Ch. 7; Gurley
1974, 1979). Despite marked differences in
the social and economic structure of China
compared with other countries, the
Chinese experience does at least provide a
significant indication of the potential of
small-scale labour-intensive activities in
the rural sector using appropriate or indi-
genous technology. It also highlights the
way In which an agricultural labour
surplus can be utilized without its having
to emigrate from the rural sector, by the
development of a light industrial base in
the countryside, and, perhaps more signifi-
cantly, by the allocation of surplus labour
to agricultural infrastructure projects.
Beyond these isolated observations, how-
ever, the application of Mao’s principles
outside China remains strictly limited. As
Wong (1979, p. 255) has argued:

The question amounts to whether the existing
nonsocialist Asian countries can actually
emulate the Chinese strategy of development
without having undergone a thorough political
and social revolution beforehand. Further pur-
suit along this line would lead to the inevitable
cul-de-sac  that Maoist economics cannot
operate in the land without Mao.

9. Neo-Marxism and the New
Political Economy

Over the last thirty years a strong radical
challenge to the existing orthodoxy has
grown up in Western economics, a chal-
lenge that is critical of what is seen as the
increasing abstraction, trivialisation and
irrelevance of traditional economic theory
and analysis. The attack has been particu-
larly aimed at the dominant influence
exerted by the neoclassical paradigm, with
its characterisation of an historically time-
less economy comprising homogeneous
utility-maximising consumers demanding
goods and services from profit-maximising
producers through perfectly-functioning
competitive markets. Radical economists
have suggested that in reality economic
systems operate more through the use and
misuse of power, and that economic phen-
omena cannot be sensibly studied in isola-
tion from their social, cultural and politi-
cal context. They have favoured a return to
the agenda of the classical political econo-
mists of the nineteenth century, and a
reintroduction of the term “political econ-
omy” to indicate the reinstatement of a
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broader purview for economics. These
economists have been importantly, though
by no means exclusively, influenced by
Marxian ideas, and as a result have been
especially concerned with a class-based
interpretation of economic affairs, and, in
a wider context, with analysing the evolu-
tion of capitalism. The label “neo-
Marxist” has sometimes been used to
denote in broad terms the extension of the
Marxian mode of analysis to embrace
phenomena and institutions that did not
exist in Marx’s own day, especially in the
context of “underdevelopment .60

In the agriculture of advanced Western
countries these lines of thought have had
little specific to say, beyond perhaps point-
ing to structural changes brought about by
the workings of capitalism, where the
“ideal” of the family farm is seen as being
overtaken and replaced by large-scale
commercial-conglomerate  agriculture.®!
Rather, the work of the new political
economists as it has related to agriculture
has been overwhelmingly concerned with
development questions. These writings
have had two main implications. Firstly, at
a national level, an alternative view of
agrarian change has been provided by an
analysis of rural class structures. This
analysis has drawn significantly on the
work of social scientists from outside econ-
omics, notably anthropologists, sociolo-

59.See Gray (1982), Hazzard (1982), Griffin and
Griffin (1983), Nolan (1983), Perkins and Yusuf
(1984). Some of the new developments in China’s
agricultural policy run counter to Maoist thought; see
Nolan and White (1982, p.184), Hinton (1983,
p. 762). Others, such as the belief that increased
peasant purchasing power is a major force in national
economic development, can be interpreted as deriving
from the teaching of Mao Tse-tung; see Gray and
Gray (1983).

60. Foster-Carter (1974). For an analysis of the
relationship between neo-Marxism and orthodox
development economics, see Hirschman (1982).

61. See Vogeler (1982). Radical economists have also
criticised advanced capitalist agriculture for its
“ecological unsoundness™; see Caldwell (1977,
pp. 102-4). For a discussion of the radical critique of
the neoclassical paradigm in agriculture, see Petit
(1982, pp. 330-5), and for a contemporary account of
the Marxian view of agriculture under capitalism and
the small scale/large scale debate, see Servolin (1972).
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gists and political scientists (de Kadt and
Williams 1974; Oxaal et al. 1975; Wallman
1977, Bernstein 1979; Dopfer 1979).
Secondly, at an international level, radical
political economy has looked at technolo-
gical dependence and multinational capi-
talism as important influences on growth
and income distribution in the Third
World, raising thereby some serious ques-
tions about existing attitudes to the trans-
formation of agriculture in developing
countries. These two aspects will now be
examined in turn.

Development economists in the ortho-
dox tradition have of course always recog-
nised the obvious differentiation in rural
societies between strata or classes that per-
form distinct economic functions, such as
landlords renting their land, or workers
selling their labour. Non-orthodox econo-
mists, encouraged by the work of radical
anthropologists and sociologists, saw this
differentiation as something that was not
peripheral or incidental to the process of
economic change, but central to it. They
took up a model of rural class structures
that clearly distinguished the roles of land-
lords, rich, middle and poor peasants, and
the rural proletariat (landless labourers),
and used it to study not only the economic
position of members of each group, but
also their social and political interrelation-
ships. The extent to which class differences
were overlaid by ethnic, religious or other
kinds of stratification was also accounted
for (Stavenhagen 1975, Ch. 2).

These studies analysed the evolution of
the class structure by examining the gene-
ration and use of an agricultural surplus
and its impact on employment and
incomes amongst the poorest social groups.
They showed that if the surplus generated
by middle and rich peasants was used to
acquire more land or to intensify cultiva-
tion of existing land, the relative position
of poor peasants and agricultural labourers
could be worsened. Alternatively the agri-
cultural surplus could be approprated by
the rising urban entrepreneurial class and
used to support conspicuous consumption
and other imported values of the
“advanced” consumer society. Either way,
class divisions in the rural sector were
intensified by the process of agricultural
modernisation, with increased polarisation

61020-05835-5

between landowners on the one hand and
poor peasants and wage labourers on the
other. In these circumstances redistributive
policies such as land reform had to be
interpreted  carefully, since, without
additional measures to help the poorest
social classes, such policies could have the
opposite effects from those intended
(Bagchi 1982, Ch. 6).

The differential impacts on different
rural classes of alternative development
strategies were analysed by Griffin (1973),
who suggested that “technocratic” devel-
opment directed principally at increasing
output benefited mainly the landowning
elite, whereas radical socialist strategies
which aimed to redistribute political power
and wealth worked in the interests of small
peasants and landless labourers. In
between these extremes was a “reformist”™
development strategy that helped mainly
middle peasants and progressive farmers
through efforts both to increase agricul-
tural output and to redistribute income
and wealth.

A consistent theme of many radically-
oriented studies was their seemingly
inexorable conclusion that revolutionary
change was a likely outcome of the con-
flicts and inequities existing between
classes in traditional rural societies
(Roxborough 1979, Ch. 7). This conclu-
sion was appropriate to the neo-Marxist
framework, which

... [queried] the mechanisms of transition,

which modernization theorists have failed to

specify explicitly, pointing out that the
implicitly expected smooth, ‘evolutionary’,
transformations of the typical social forms of

[capitalist] underdevelopment are less likely to

come about than much sharper revolutionary

breaks.62

Such lines of thought led to attempts to
identify the mechanics of revolutionary
processes amongst the peasantry (Alavi
1965; Moore 1966, Ch.9). For instance,
Paige (1975) examined the conditions for
the political mobilisation of rural classes,
the circumstances leading to political con-
flict, and the likely outcome of such con-
flict, for each of five agrarian systems: the
commercial manor or hacienda, the share-
cropped estate, the migratory labour estate,

62. de Kadt (1974, p. 3).
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the plantation, and the family smallhold-
ing. He traced the process of change by
establishing the conditions for mobilisation
of workers in conjunction with the likeli-
hood of a zero-sum conflict between
workers and owners. He showed how the
predicted outcome (peasant revolt, revolu-
tionary =~ nationalist movement etc.)
depended on the type of agrarian system in
operation. These sorts of analyses have
been used convincingly to explain and
interpret the historical process of revolu-
tionary rural change in a number of coun-
tries (e.g. Wolf 1971).

The second main implication of radical
economic throught for perceptions of the
rural sector has been in the area of depen-
dence and multinational capitalism. The
traditional orthodoxy, based on the Ricar-
dian theory of comparative advantage, was
that trade and international factor move-
ments occurred to the mutual advantage of
all participants. Dissenters, on the other
hand, pursued not so much a single alter-
native theory but rather a loosely related
set of ideas gathered around notions of
colonialism, exploitation and imperialism.
They argued both theoretically and empi-
rically that international integration
actually increased inequality and poverty,
and that the transformation of traditional
agriculture has been advocated by rich
nations not out of a desire to help Third
World countries to cope with problems of
food supply and poverty, but rather out of
motives of self-interest. Paul Baran, for
example, one of the leading writers of the
radical school, suggested in his The
Political Economy of Growth (1957) that
agricultural development, or “priority for
agriculture”, was used as a tool by
advanced Western countries to ensure a
continuation of food supplies from the
Third World, and that agricultural back-
wardness in developing economies was
*“the largest legacy of capitalism to be over-
come by the socialist society” (Baran 1957,
p. 274).

In the postwar years considerable atten-
tion has been paid to the ideas of “depen-
dency theory”, arising originally from the
work of economists at the U.N. Economic
Commission for Latin America, and more
recently associated with the writings of
Andre Gunder Frank, Theotonio dos
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Santos, and others.6? Although there has
been dissent on the boundaries of depen-
dency theory, on the ideological orienta-
tion of its various proponents, and even on
whether it should be regarded as a theory
at all (Kay 1975; O’Brien 1975; Leys 1977,
Palma 1981), its principal propositions
were clear enough. The common historical
background of developing countries had
created in them particular structures of
production and trade, notably the export of
primary commodities, the import of manu-
factures and capital goods, and a reliance
on foreign technology, that made them
dependent on the rich nations of the world,
not just economically but culturally,
socially and politically as well. The theory
saw “‘underdevelopment” not as a stage
through which countries passed, but as a
necessary counterpart to the continued
existence and progress of developed coun-
tries in the world capitalist system.
Although such a view might suggest a
simple binary division of the world into
developed and underdeveloped, or inde-
pendent and dependent, or central and
peripheral, the reality was more likely to
be a spectrum of dependence from total
autonomy to total domination (Lall 1975;
Seers 1979). In any case, the results for
developing countries’ agriculture were
bleak: stagnation, declining average
incomes, and little prospect for alleviating
the plight of the poorest groups in rural
society. 6

The international transfer of technology,
especially through the operations of trans-
national corporations, has been seen by
radical economists as one of the major
avenues through which dependency is
perpetuated (Griffin 1978, pp. 13-41;
Solomon 1978, Ch. 18; Sunkel and
Fuenzalida 1979; Muller 1979; Stewart
1981). For instance, Singer and Ansari
(1977, p. 37) suggested that the

fundamental advantage of rich countries is . . .

63. See especially Frank (1967), dos Santos (1970),
Sunkel (1973), de Janvry (1975), Cardoso and Faletto
(1979); for a useful summary of the theory of unequal
development see de Janvry (1981, Ch. 1).

64. See further Petras (1978, Ch. 5), and the analyses
of plantation economies by, for example, Best (1968)
and Beckford (1969, 1972).
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that they are the home of modern technology
and the seats of multinational corporations . . .
The real source of the maldistribution of the
gains from trade and investment lies in the
nature of modern technology and the process of
its development. By rendering obsolete the
older, simpler, more labour-intensive existing
technology, this process creates a condition of
continued and sharpening technological depen-
dence ... that has to be corrected if the poor
countries are to emerge from the depths of
poverty.

This argument implied that technology
transfer would occur only if it suited the
profit-maximising interests of the corpo-
rate sector of the international capitalist
economy. As far as agriculture was con-
cerned, such transfer would militate
against income redistribution and would
reduce employment opportunities within
the agricultural sectors of developing coun-
tries. This would occur either directly
through the concentration of capital-inten-
sive agricultural technology in the hands of
a small group of efficient producers,®s or
indirectly through the transfer of inappro-
priate industrial technology that distorted
and unbalanced the overall development
process.

10. Quantitative Modelling of the
Agricultural Sector

At the same time as the developments dis-
cussed in the preceding three sections were
taking place, considerable strides were also
being made in the area of quantitative
model-building of the agricultural sector.
This work was not uniquely identifiable
with any particular theoretical school,
economic system or ideological commit-
ment, although the great majority of this
work was based, implicitly or otherwise, in
the partial or general equilibrium econo-
mics of the neoclassical tradition. But
regardless of their theoretical background,
studies in this area were united by certain
common features. They made full use, for
example, of the rapidly expanding
armoury of statistical and econometric
methods and computational facilities that
were becoming available during the period.
Furthermore, most of these modelling
studies shared a hard-headed recognition
that successful analysis required a sound
descriptive as well as theoretical basis.
Their orientation in the first instance was

therefore towards providing a realistic
representation  of  actual  economic
processes and relationships as an essential
prerequisite to generating policy conclu-
sions that could be taken seriously.
Agricultural sector models have been
built at all levels of aggregation. At the
most disaggregated level the unit of obser-
vation was the farm as both a producing
firm and a consuming household. Groups
of farms were aggregated on the basis of
social, economic or locational criteria to
form industries, regions, etc. which in turn
were combined to comprise the whole agri-
cultural sector. Next, linkages between
agriculture and other sectors of the domes-
tic or international economy were speci-
fied (Fox et al. 1973, pp. 587-95). The level
of aggregation provides one important
criterion for classifying sectoral models. A
further basis for classification relates to the
purpose of the study. Some models were
constructed simply to examine the struc-
tural characteristics of the agricultural
sector, the interrelationships between its
component parts, and/or the linkages
through commodity and factor markets
between the agricultural sector and the rest
of the economy. Others, in both advanced
and developing countries, were embedded
more firmly in the theory of economic
planning and policy making. The objec-
tives of these models included forecasting
the time paths of key economic variables
such as output, consumption, investment
or employment, under various assump-
tions concerning the values of exogenous
variables, in order to evaluate the effective-
ness of a range of policy instruments in
achieving given economic and social goals.
Perhaps the clearest basis for classifica-
tion of quantitative models of the agricul-
tural sector, however, is provided by the
analytical technique that determined the
structure of the model and the means of its
quantification and solution. On this basis,
then, we can look at the nature of the
agricultural sector implied in turn by four

65. Griffin (1974) has argued that the new cereals
technology has tended to have such an effect, resulting
in increased income inequality and polarisation of
rural social classes; see also Lefeber (1972). A contrary
view is put in Schultz (1977) and Campbell (1979,
pp. 82-3).
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major types of models: econometric
models, tnput-output models, program-
ming models and social accounting
matrices.56

Models of the agricultural sector that
estimated structural equations from his-
torical time series and/or cross-section data
using econometric methods typically
attempted to explain the level of farm
production, the domestic and export
demand for farm output, inventory move-
ments, the behaviour of farm prices, and
overall levels of farm income. On the
supply side, they proposed supply func-
tions in which own-price, cross-price
effects, weather, levels of variable inputs,
and institutional factors were likely to be
amongst the important explanatory vari-
ables. On the demand-for-domestic-con-
sumption side, most models contained
conventional demand equations with
quantity demanded explained by relative
prices and consumer incomes, although it
was shown that if farm output were
assumed to be determined independently
of current price, the demand equation
could be estimated with price as the depen-
dent variable (Tweeten 1967). The specifi-
cation of the export sector depended on the
nature of foreign demand, with export
prices generally being exogenous. Some
models attempted to depict specifically the
demand of the farm sector for factors of
production, for example by specifying
investment functions, usually in terms of
the discrepancy between actual and desired
capital stock but with credit constraints
included where relevant, or by characteris-
ing markets for different types of farm
labour, where wage differentials and non-
farm unemployment levels could be
expected to have some explanatory power.

Generally these models of the agricul-
tural sector were proposed as complete
systems, with appropriate lagged relation-
ships between variables specified, and were
estimated from time-series data by simul-
taneous equations methods. Some such
models were constructed as a part of a
global econometric model, such as Fox’s
(1965) 15-equation farm-sector model
which explained the determination of farm
product prices and net farm income as part
of the Brookings model of the U.S.
economy. Similarly, Evans (1970) con-
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structed a model of the Israeli economy
which contained 79 behavioural equations
and 24 identities, amongst which were a
consumption function for food, a farm
investment function, import functions for
food and agricultural inputs, functions for
farm exports and an agricultural produc-
tion function.

At the next level were “free-standing”
econometric models of agricultural sectors.
The more general of these models, such as
Egbert’s (1969) four-equation annual
model of U.S. agriculture, attempted to
depict the major aggregates without look-
ing beneath the surface at their composi-
tion; in so doing they traded off sectoral
detail against ease of specification. Other
more extensive models built up to the
aggregate variables by specifying separate
equations for components of the farm
sector; breakdowns used included a food/
nonfood division as in Throsby and
Rutledge’s (1977) 17-equation quarterly
model of the Australian agricultural sector,
and an industry breakdown as in
Cromarty’s (1959) early model of U.S.
agriculture, which divided the farm sector
into wheat, feed grains, beef, dairy, hogs,
eggs, poultry, soybeans, cotton, tobacco
and truck crop industry groups.

In addition to these whole-sector studies
there have been numerous attempts to
model separate components of the agricul-
tural sector, mostly defined on a com-
modity or industry basis. Formally these
models have been very similar to their
higher-level cousins, and have implied the
same sort of modelling perspective, identi-
fying those price and quantity variables
that were postulated to be determined
within the defined systems, relating them
amongst themselves and with other vari-
ables determined outside the system, with
lagged effects carefully accounted for, and

66. For an overview of these types of models in the
context of agricultural policy analysis, see, for
example, Heady (1983), Labys and Pollak (1984), and
Thomson and Rayner (1984). In addition to the types
of models mentioned, we should also note sectoral
models constructed using computer simulation
methods — see, for example, Manetsch et al (1971),
Linneman et al {1979), Csaki (1985) - and control
theory models of agricultural systems {(e.g. Rausser
and Hochman 1979).
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estimating the whole system from quart-
erly or annual time series. Most of the
empirical applications have been to agri-
cultural industries in the U.S., including
wheat, beef/pork, feed/livestock and
tobacco.67

Developments in input-output analysis
following the seminal work of Wassily
Leontief (1966) have found important
applications in agricultural sector modell-
ing. Most economy-wide input-output
models developed during the 1960s and
1970s contained some reference to agricul-
ture, and input-output techniques came to
play an important role specifically in the
construction of economic planning
models.¢¢ The perception of the agricul-
tural sector contained in such models
emphasised the importance of both for-
ward and backward linkages amongst com-
ponents of the farm sector and between
them and other sectors of the economy, in
keeping with the Walrasian general-equili-
brium foundations of input-output analysis
which recognised the sectoral interdepen-
dence and simultaneity of economic
systems.

Construction of an input-output model
mvolved specifying the coefficients of an
interindustry matrix which showed the
intermediate demands for commodities in
the production of other commodities, and
vectors of final demands for industry
output by domestic consumers, govern-
ment, the external sector and so on. These
models could then be used to forecast
commodity outputs necessary to meet
certain known or assumed final demands,
and, through multiplier analysis, to
examine the incremental impacts of exo-
genous change on the system under study.
Apart from general applications in sectoral
analysis in agriculture, these techniques
have been used particularly to study spatial
and interregional relationships (e.g. Datta-
Chaudhuri 1975; Schaffer 1976; Polenske
1980).

A natural extension to the fixed-coeffi-
cients production model of input-output
analysis was to incorporate with it a
welfare function expressing some goal or
goals for the economic system, enabling
determination of the ‘“best” patterns of
input usage and output disposition for the
economy. A computational structure for

such a conceptual model was readily
provided initially by linear programming.
As a result, programming models have
been widely applied in agricultural sector
modelling, where they have offered consi-
derable scope for incorporation of con-
straints on output imposed by particular
economic, political, institutional, social or
cultural features of the economy under
study. Again, intertemporal features of
production, as well as regional and spatial
aspects, have received particular atten-
tion,s?

One of the main uses of programming
models in agricultural sector analysis has
been in exploring the feasible production
set of the system in an effort to map out the
range of choices open to planners, rather
than simply in generating a single
“optimal” plan. In this respect program-
ming models have become particularly
important in evaluating economic strat-
egies when multiple objectives are
involved. The extent to which one objec-
tive must be sacrificed in order to pursue
another can be readily mapped out, a
feature that has been especially useful in
looking at the general trade-off between
growth and distributional objectives in
economic planning (e.g. Loucks 1975). A
further application has been in the genera-
tion of patterns of shadow prices attaching
to scarce resources used in the agricultural
sector. Such analyses have relied on
duality theory which establishes the exis-
tence of an optimal (dual) pattern of input
prices corresponding to any optimal
(primal) pattern of output quantities
within a programming framework. This
sort of information has proved valuable as
an input to other studies, such as project
appraisal work (e.g. Bruno 1975).

67. Examples include Fuller and Ladd (1961) {beef’
pork); Cromarty (1962) (wheat); Egbert and Reutlinger
(1965) (feed/livestock), Vernon er al. (1969) (tobacco).
A review of progress in the overall area of econo-
metric modelling of the agricultural sector is con-
tained in King (1975).

68. For some applications in developing countries see
Polenske and Skolka (1967, Chs.7-10); a major
Australian application has been the economy-wide
ORANI model which contains considerable detail of
the agricultural sector (Dixon er al. 1982, 1983).
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As noted above, programming models of
agricultural sectors have now been con-
structed for a number of countries. Illus-
trative of the methods used and results
obtainable is one of the earliest such
studies, Duloy and Norton’s (1973) model
of Mexican agriculture which disaggre-
gated the agricultural sector into four
regions and twenty districts, with over two
thousand cropping activities specified
embracing a wide range of possible alter-
native technologies. Some non-linearities
were built into specification of objective
functions and constraints. The model was
usable for studying pricing policies for
both inputs and outputs, trade policies,
employment programs and the effects of
investment projects on the agricultural
sector.

A more recent development is the evolu-
tion of social accounting matrices (SAMs),
whose potential for modelling the agricul-
tural sector appears very bright. The SAM
framework extends the input-output model
to incorporate the factorial distribution of
income, and the receipt and disbursement
of income by institutions (households,
corporate enterprises and government) in
the economy. Like input-output analysis,
the original relevance of this work for
agriculture lay in the fact that economy-
wide SAMs necessarily included a fair
amount of detail about the farm sector and
its linkages with other sectors. More
recently attention has been turned towards
the use of social accounting matrices speci-
fically for agricultural sector modelling.
Three types of applications can be distin-
guished. Firstly, because a SAM is speci-
fied as a closed accounting system, it
imposes strict requirements on data, and
can thus be used as a consistent database
describing the structure of the agricultural
sector, either on its own or as an input to a
larger model. Secondly, as a simple
extended Leontief-type linear model, an
agricultural sector SAM can be used exten-
sively on its own to study structural aspects
of demand, supply and price formation in
agriculture and the impacts of exogenous
change on production and income distri-
bution. Thirdly, a SAM can be used as a
structural component of a larger and more
general model of the agricultural sector,
such as a computable general equilibrium
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model or a programming model of the type
described above. Work in these three areas
is still in its infancy, but has already been
suggestive of the degree to which social
accounting matrices can extend existing
techniques, especially towards evaluating
the distributional consequences of alter-
native strategies for agricultural develop-
ment.”0

Indeed one of the most important contri-
butions that quantitative models have
made as a whole in the area of economic
development has been in enabling a shift in
emphasis from growth per se towards an
explicit recognition of equity considera-
tions, against the background, noted
earlier, of an observed increase in in-
equality in the distribution of the gains
from growth in many countries. As
Chenery (1974, p. xviii) noted:

A reorientation of policy requires a reorienta-
tion of planning methods. The term ‘reorienta-
tion’ is used advisedly, since poverty-focused
planning does not imply the abandonment of
growth as an objective. It implies instead redis-
tribution of the benefits of growth. The major
change needed in the design of planning models
is the addition of a new dimension: the identifi-
cation of socio-economic groups of asset
holders and income recipients, including the
principal target groups on whom specific poli-
cies are focused.

Over the last ten years, planning models of
all types have increasingly been extended
to incorporate this new dimension.

69. For an outline of the application of programming
methods to policy analysis, see Sengupta and Fox
(1969). Agriculture sector applications are contained,
for example, in Adelman and Thorbecke (1966,
Chs. 6-14), Judge and Takayama (1973), and the
ambitious APMAA model of Australian agriculture
(see Walker and Dillon 1976). Some applications to
agricultural sector modelling are reviewed in
Thorbecke (1973), Labys (1975), Egbert (1978) and
Heady (1983). For examples of dynamic models in
agricultural sector analysis see Day (1973) and Singh
and Ahn (1978), whilst programming models empha-
sising spatial aspects in agriculture are contained in
Heady er al (1967), Bishay (1974) and Heady and
Srivastava (1975).

70. See further Pyatt and Roe (1977), Pyatt and
Round (1977, 1985), Round (1982). For agricuitural
applications see Bell and Hazell (1980), Throsby and
McColl (1981), Le-Si and Scandizzo (1982), Bell and
Devarajan (19835). For discussion of the relationships
between social accounting matrices and computable
equilibrium models, see Dervis et al (1982,
pp. 155-62).
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Although the models discussed in this
section have advanced enormously our
understanding of the nature and role of the
agricultural sector in both developed and
developing economies, it would be mis-
leading to suggest that quantitative sectoral
modelling has been free from problems or
criticism. For example, Vernon (1966)
pointed to difficulties of specifying plan-
ning objectives, obtaining data, and
providing  model-building  resources.
Further, theoretical problems have contin-
vally surfaced, including restrictive
assumptions in some models’ portrayal of
production relationships, and difficulties
in handling behaviour under uncertainty.
Despite considerable progress in construct-
ing dynamic systems, the incorporation of
time-dependent processes in these models
is also still far from complete. Bowles and
Falcon (1971, p. 221) stressed the difficul-
ties of identifying social, political and insti-
tutional constraints in sectoral models of
the programming type. Nevertheless,
quantitative modelling will undoubtedly
remain central to the development of
analytical thinking about the role of the
agricultural sector in the economy in the
future, a matter to which we now turn in
the final section of this paper.

11. Concluding Remarks

In this paper, changing perceptions of the
agricultural sector in the economy have
been observed in a way that has empha-
sised the historically evolutionary nature
of the progress of economic thought. It is
now possible to draw together some of the
threads of this discussion in an effort to see
where these developments might lead in
the future.

In regard to developed economies, an
understanding of the structure and func-
tions of the agricultural sector is now well
advanced in terms of the specification and
quantification both of production relation-
ships within the sector and of price/
quantity relationships between the farm
sector, input-supplying industries, and
domestic and export commodity markets.
Although unsolved problems still exist in
the area of farm management and resource
allocation especially in the face of market
and climatic uncertainty, the major chal-
lenges for the economic analyst, whether

descriptively or normatively motivated,
seem certain to remain in the policy arena.
There is still no agreement amongst econo-
mists as to the appropriate model for set-
ting farm policy analysis in context, that 1s,
whether it should be an institutional
approach that emphasises the interactions
between groups within a constraining poli-
tical and legal framework, or a market-
oriented approach that sees government
intervention as serving simply to maintain
the operation of competitive market forces,
or some intermediate position.”” The
integration of agricultural policy analysis
with wider aspects of economic and social
policy determination, and assessing the
relative roles in this context of demand
management, monetary policy, structural
adjustment measures, social welfare
programs and international and commer-
cial policies, will continue to present diffi-
cult challenges (Josling 1974).

The domestic problems confronting the
agricultural sectors of advanced capitalist
countries, however, diminish in scale when
compared to the vast difficulties facing
agriculture in the Third World. As we have
noted, there is no general consensus yet
about the role of agriculture in develop-
ment. Nevertheless, the current state of
perception of the nature and functions of
the agricultural sector in the developing
economy does allow us to draw some con-
clusions about likely directions of future
work. Five interrelated areas of particular
interest are identified.

Firstly, it can be observed that develop-
ment strategies that neglect the agricultural
sector or seek to relegate it to a secondary
or passive role are unlikely to command
much attention in the future. This will be a
function partly of the inevitable fact that
priority in many cases will have to be given
to the production of food for domestic con-
sumption, since most of the poor live by
agriculture in the countryside. But partly
too it will be a function of an increasing
recognition of the complex and subtle
interrelationships existing between the
agricultural and other sectors of the devel-

71. In this context attempts to endogenise government
behaviour and to ask why governments behave as they
do are of interest; see further Rausser et al. (1981), de
Janvry (1983), Petit (1985).
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oping economy that have been discussed in
this paper.

This question in turn raises the second
issue. Regardless of the “development” of
agriculture, industry or any other sector,
there remains a fundamental ‘“bottom
line”, the question of relieving chronic
hunger and poverty amongst the rural
population (Sen 1981). Some writers in this
area have focussed on nutrition as a key
object of development planning (Berg
1973; Joy and Payne 1975; Mellor and
Johnston 1984), others have thought more
in terms of integrated programs taking
nutrition, health and control of population
growth into account (Johnston and Meyer
1977; Cassen 1981). At a global level, a
number of writers have suggested that the
major constraints on increasing food
supply and eliminating malnutrition are
political, economic and social, rather than
agricultural in the technological sense (e.g.
Allaby 1977; Campbell 1979; Rosenblum
1983). These issues are still far from
settled, but it is clear that in the develop-
ment thinking of the future a greater
amount of attention will have to be paid,
both conceptually and operationally, to
these basic needs (Streeten 1980; Timmer
et al. 1982; Mukhoti 1985).

The third area of importance is the dis-
tributional question that has been encoun-
tered at several points in the above discus-
sions. Although the new political econo-
mists have rightly focussed much of their
attention on inequities in the distribution
of income and wealth in developing coun-
tries, they by no means have a monopoly
on concern for this problem. Indeed, as
previously noted, one of the major
achievements in the application of quanti-
tative modelling techniques to developing
countries has been the opening up of the
possibility for rigorous examination of the
distributional consequences of alternative
development policies and strategies. Far
from seeking “growth at any price”, as the
work of these analysts has sometimes been
caricatured, their writings show an increas-
ing concern for equity issues, and this con-
cern, when supported with their powerful
analytical methods, will clearly be of
dominating importance in the evolution of
agricultural development studies in the
future (von Witzke 1983, 1984).
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Fourthly, attention should be drawn to
the undiminished importance of an
improved theoretical and empirical under-
standing of the process of agricultural
transformation and modernisation in deve-
loping countries. This question comes to
the heart of the problem of agricuitural
development, drawing together the issues
of food supply, nutrition and distribution
mentioned already. Three aspects need
emphasis in relation to the role of these
factors in affecting perceptions of the
agricultural sector: the mechanics of struc-
tural change, especially in regard to redis-
tribution of rights over resources, particu-
larly land (e.g. Klein 1977; Cohen 1978;
Rosenzweig 1978; Berry and Cline 1979);
the role of technological progress and
changing factor intensities; and the incor-
poration of social, political and institu-
tional variables and constraints more fully
into rigorous economic analysis of rural
change.

Finally, study of the infrastructure of the
agricultural sector in developing econo-
mies will continue to grow in importance,
as its significance in underpinning agricul-
tural growth becomes more clearly under-
stood. Many writers have pointed to the
crucial role in agricultural development
played variously by transport systems,
public works, communications, marketing
services, research and extension services,
credit markets, and so on. With increased
modernisation, that is, a greater commer-
cial orientation within traditional agricul-
tures, a fuller understanding of these
processes and institutions will become
even more important,

To conclude, we turn to the global per-
spective, wherein both developed and
developing agricultures coexist. Theoreti-
cal and empirical analysis of the world
economy Is still in its infancy. But there
are promising signs. Dependency theory,
for all its unproductive squabbling about
ideological commitment, has at least for-
malised some propositions about inter-
national exploitation, The theory of inter-
national trade has shown signs in recent
years of casting aside its preoccupation
with idealised models of exchange and
paying attention instead to the phenomena
of international cartels, restrictive
measures, transnational corporations and
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other realities of world markets. Further,
increasing rigour in studies in international
political relations should be of benefit in
due course to economic analysis of com-
modity and factor movements between
countries. These developments are likely
in the future to add a new and wider
dimension to the evolution of ideas about
the role of agriculture in the economies of
the world.
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