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PREFACE 

Land reform is concerned with changing the institutional struc
ture governing man's relationship with the land. At present the livlihood 
of more than half of mankind is directly dependent on agriculture. Nine
tenths of this total agricultural population is in the developing countries, 
where questions of access and rights to la.rid are of paramount interest to 
more than two billion people. 

Land is, of course, one of the basic factors of production for 
food and other agricultural products. With food production rising in the 
developing countries at about the same rate as population growth, there 
is growing pressure on land resources to increase output. Much of this 
increase will have to come from a higher output per hectare. Changing 
the pattern of land ownership and re~stri~ting land can, contribute to 
increases in output in some ~ountri~ but will make little difference in 
others. 

Conditions governii'lg agricultur~ -.'vary enormouslf among the 
developing countries. One characteristic;· howe~er, commo~ to all, is a 
very rapid growth in rural population. Thus while pressure on the land 
is increasing, the average kn-land :ratio ~a 'Worsening. · l\t the same 
time non-agricultural employment opportuni.ties are not expanding rapidly 
enough to provide adequate incomes £or all '.entrants to the labor market. 
Some couptries have prospects for expanding the frontier of cultivation 
to absorb more labor. In other countries more labor could be employed 
in the rural sector through a redistribution of land, while in yet others 
changing the rights to land will make little direct contribution toward 
absorbing more labor. 

Distribution of land in terms of size of holdings varies from 
country to country. The greatest disparities are found in Latin America. 
Where the pattern of land control is skewed, the distribution of income 
is generally uneven, although to some extent it is the poorer land that 
makes up the larger holdings. In Asia and the Middle East, maldistribu
tion is reflected in the landlord-tenant problem. - Here the population is 
more evenly spread, but rights of access t9 land are restricted. Much 
of Africa presents a different problem as the traditional pattern of group 
ownership and communal rights is eroded in favor of individual ownership 
with varying degrees of equality. ' 

In terms of land reform policy, therefore, one is confronted 
with a range of cultural and political situations -- based on different 
patt erns of social organization and customs -- and with different levels 
of development. As shown in Chapter I, at least six land tenure situa
tions can be delineated. The differences among these types point to the 
varying reforms necessary to achieve more equitable land access and im
proved productivity in specific country situations. Accordingly, while 
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it is possible to identify the need for land reform, it is difficult to 
make general prescriptions with regard to the form of land holding or 
pattern of distribution necessary to achieve the multipurpose objectives 
of development. 

Further, one is dealing with a dynamic situation, where rural 
population growth and changing technology interact with the existing 
institutional structures of rural society. The manifestations of this 
interaction are seldom benign for the majority of the land-based popula
tion. A situation that has seemed relatively stable and equitable for 
decades can become untenable. This dynamism means that a solution which 
was appropriate ten years ago may be inappropriate today. Not surprisingly, 
therefore, many de~·aloping countries (LDC's) are experimenting with a variety 
of possible solutions -- with different £orms of rural organization ranging 
from communes to private ownership. 

While recognizing the broad context of the land reform issue, 
this paper focuses on a much narrower aspect -- the appropriate role 
of the World Bank. In pursuing this question Chapter I looks at the 
characteristics of land reform in terms of both its rural context and 
its component elements. Chapter II examines the economic implications 
of land reform in relation to the goals of development Chapter III re
views the Bank's policy in relation to land reform. The quantitative 
background to land reform in terms of population patterns and land dis
tribution is outlined in Annex I, while some experiences with land re
form programs are summarized in Annex II. The policy guidelines are 
presented at the end of the Summary. 
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SUMMA.RY 

Definition and Setting 

Land reform involves intervention in the prevailing pattern 
of land ownership, control, and usage in order to change the structure 
of holdings, improve land productivity, and broaden the distribution of 
benefits. In practice, land reform is pursued in response to political 
pressures for socio-economic change arising from factors such as in
creased population, pressure on a limited land base, or an ideology of 
egalitarianism based on more even distribution of land or income. Land 
reform, by its very context, has interlinked political, economic, and 
social dimensions which in turn have significant implications for 
development. 

The systems of land control in developing countries can be 
classified into six types, as presented in Chapter I, though in many 
countries examples can be found of more than one type. Three of the 
six types are found in a traditional context: the feudalistic land
lord and tenant system of some Asian countries; the feudal Latin 
American system of large farms; and the communal land ownership pat
terns of many tribal groups (especially in Africa). The other three 
major types have a modern context: the private ownership of land common 
in most market economies; the state or collective ownership of socialist 
countries; and the plantation or ranch type, which is often interspersed 
with other forms of tenure. 

Land reform necessarily implies many dii'ferent kinds of ad
justments in an array of situations where there are great variations 
in individual equity and agricultural productivity. In most instances 
social or equity considerations are the main concerns. Thus when there 
are exploitive landlord-tenant systems of the Asian or Latin American 
feudal type, reform incorporates changes in the rights of tenants, re
distribution of ownership to existing tenants, or the replacement of 
the landlord by the tribe or the community. When individual ownership 
of the market economy type is the norm but the distribution of land is 
skewed, reform may require subdivision of large holdings or transfer to 
the state. In contrast, reform in states with high goverrunent control 
may involve the transf~r of some land from the state to individuals. 

There are other variations of land reform that focus more on 
the economic use of resources than on equity. Where there is fragmenta
tion of holdings, an appropriate reform might involve consolidation of 
holdings without change in the patterns of ownership of land. Where 
there is erosion or depletion of communal lands, the appropriate reform 
might involve a program of supervised cooperative land management with
out changing the distribution of land. Elsewhere land reforms might in
volve changing tenancy arrangements with emphasis on providing security of 
tenure so as to encourage on-farm investment. Again, these do, not require 
redistribution but eventually lead to more economic use of resources. 
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The typology outlined in Chapter I makes it clear, that there 
are situations where land reform is a necessary precondition for modi
fying tile structure of a society and raising agricultural output. 
However, while land reform i n itself may be necessary, it alone is 
not sufficient for improving land productivity and distribution 
of income. Changes in patterns of land owners!u.p will not automatically 
lead to an increase in output or technological change in agriculture. 
The se will come about only if adequate provision is made for the supply 
of ne cessary inputs and mandatory services to the users of the land. 
I ndeed, as stressed in Chapter II, the organization of the supply of 
i nputs to accompany any land reform program is essential, especially 
wh ere the process of reform leads to a breakdown of the institutional 
s truc ture of agriculture and leaves nothing in its place. 

Finally, it must be recogni zed that a policy for land reform 
f or a given situation cannot be simply stated. Any policy involves 
fund amental judgments about the adequacy of an existing system and the 
most appropriate alternative. The judgments of policy makers differ. 
The ca se studies in Annex II show that reform-minded governments, such 
as Kenya and Peru,have pursued different approaches. Some governil'lehts 
favo r i ndividual o~-nership of l and; others favor communal or collective 
control over h.nd. Clearly the' policies followed are not a mattel:' of 
economics alone. They also reflect politics and ideology and reach far 
beyond any purely economic calculus. 

Distr ibution of Land and Income 

Al though few data are available, the distribution of land 
o·,rnership i s known to be skewed; the degree of coT!centr ation varying 
with the t enure s i h .:.ation types. The Asian and· Latin .Americ a..ri feudal 
E.Ild the plantati c,n-ranch t ype s have high degrees of pr operty concen
t r ati on;while the socialist and traditional communal t yp e s r:ave low con
centrations, v.'i th the market economy type somewr:.ere in beh·een. Indi
vidual countries are classified on t he basis of i and ownen::}i..ip concer.
tration in Annex I, Table 9. 

'Ihe distribution of land by size of tJolc..i r.g is also highly 
skewed throuf:hout the world. As shown in Annex I, Table 6, an estimated 
80 per cer. t of all holdings are less than five hectar es in size with about 
lO percent le ss t han one hect~re. These ho l dings account for approxi-
1~ately 20 percent of all cultivated land, and only seven percent of all 
land in bolcii r;g s. Considered separ a. tely, Lat i n Ar,e rica has a pe.rti
cular l y skewed pattern. Less tl::an 20 percent of holdings ( t hose over 
SO hectares) accounting for over 90 percent of the total a~ea in 
1,oldin& s , and more t han one-third of all hol di ngs ( those l ess t han 
five r.e c tc.re s) ac counting f or only one percent of area held. (1,.._ririex I , 
T;,ble 8.) For Asia, in contrast, 40 per cent of the l and (accoc::it i iig 
fo r a~nos t 80 percent of holcin5s) is in holdings of l e ss then five 
lir::' Ct.&res . 
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The distribution of holdings by size is frequently used as a 
first approximation in estimating the distribution of wealth and income 
in the agricultural sector. The skewness of the distribution of holdings, 
though, does not reflect precisely the patterns of distribution of wealth 
or income. First, all land is not homogenous; a concentration of large 
ho l di ngs in a semi-arid region may .reflect a smaller concentration of 
wealth than a concent ration of small holdings in an irrigated area. 
Second, the distribution of holdings by size is not t he same as the 
dis tribution of ownership of land; in general there is a greater 
conc entration of land ownership than of holdings, as eyidenced by 
widespread tenancy especially in parts of Asia. (See Annex I.) The 
dis t ribution of income in these regions will depend larg~ly on the 
cont ractual arrangements between owners and tenants or sharecroppers. 
But, in most cases, the dis tribution of income wi~l be p ore skewed than 
the pattern of holdings. Frequently the income of sharecroppers and 
renters may be little different from that of landless. iabor. 

I 

Social and Economic ~sues 

Rural populati~n in the LDC 1 s continues to increase at over 
two percent a year, adding to the already heayy popu.l ation pressure 
on the land. With few except~ons, the frontier of v i rgin cultivatable 
l and has already disappeared, so that absorption of more people 
i nto agri cultural activity will require more intensive cultivation of 
land already i n us e. The need to absor b more people in the rural 
ct.I'eas di f fe rs among LDC 1 s. In many countries, massive rural under
employment i s accompanied by high rates of open unemployment in the 
ci ties and gr owing inequality i n t he overall distribution of income. 
Whe r e the problems are most acute -- as in parts of Asia -- the emergence 
of substantial numbe rs of l andles s labor in rural ar eas suggests that 
t he family f arm system as a means of spreading work amorig family members 
may be breaki ng down. 

The extre:ne pover t y of many who live on the land, and the 
i ncreasing pressure on the land t hrough population growth, highlight the 
double challenge of rural development: to raise productivity and income 
in agriculture and at the s ame time to absorb more people into employ
me nt in t he sector. Access t o l and, and the co nditions t hat govern 
access, are questions of major importance in t he se ci rcumstances. 
Whe re land is marketabl e, increasing population pres sure must inevitably 
drive up the price of land, thus benefiting t ho s e who own land. Where 
l and ownership is skewe~ this wil l tend to exacerbate inequality in 
i ncome di stribut ion. 

These s ame circums tances (relat ing to employment and income 
distribution) give r ise to que s tions about t he effic i ency of l and use 
uricl er exis t i ng arr angements . Landovmers of ten pref er for var ious 
r easons to un i.eruti l i ze land , either by wo rking it themselves on an 
extc>nsive basis ins tead of through tenants on an i ntens ive bas i s , or 
by l eavi ng it unused. In other cases tenancy arrangements are such that 
l andlords ~r e dis couraged from making investments, and t enant s are dis
couraged from applying var iable inputs , because ha]~ the benefits will 
go to the other party . In some situations , too, the fragmentati on of 
holdings c~uses ~re at inefficiencies in land use assoc i ated with 
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t r an sportation, i r r i gat i on , and me ch anized operations (even on a small 
s cale). I n genera l terms, increases in t he population of working age 
create additional demands for work and i n come. At the s ame t ime, 
however, the additional labor available, i f used productively, could 
serve to augment output. There is a s trong case for l and r eform 
(including tenancy reform and consolidation) in situa tions where land 
would otherwise be underutilized in t erms of its production potential. 

Evidence on the effects of changi ng f arm size ( exami ned i n Chapter II ) 
indicates tha t the p roduc tivit y o f land - - defined as yie'id per 
he ct a r e -- i s generally hi ghe r on smal ler hold ings than on l arger 
hol dings . The main r e ason for th i s is that smaller hol d i ngs are worked 
with bigger inputs of labor than are large holdings. Often the economic 
benefits will depend, however, on the effectiveness of new technology when 
used on small as compared with large farms; mere redistribution of land 
may not suffice to raise farmer output substantially without accompanying 
agrarian reforms and new services. 

These effects on output may be re i nforced by some of the 
possible side effects fo llowing l and reform. Smallholders tend to 
consume more of their own p r oduce and therefore market less, per unit 
of output, t han do large f ar mers; this may necessitate food imports to 
meet the needs of urban co nsumers'. On t he other hand, the add,i tional 
food consumed by smal l f arm f amil ie s might have otherwi s e been 1purchased 
if membe rs of the family had moved to the city. The consumpt ion of food 
by poo r gr owers may a l s o be l ess costly than t he consumption of imported 
or c apital-int ensive consumer goods by t he better-of f f armers. Small 
f armer s may a l s o s ave l e s s per uni t of i ncome . Evid enc e suggests, 
however, tha t small Ls..rr.,ers s ave propor t i or.ate l y mo r e t han urban dwellers 
and t hat in the 2.ggregate they may c1ls o have l a r ger sa\- ings than l a; ·ge 
farme r s , t hough these may be dire ctly i r,vested i n the small holding. 

On the other h ,rnd , while 11 the benefits should go to those who 
till t he soil " is of t.en a r<='asonable program in an agrarian s o c iety, in 
a partly urba ni zed one those who do not work on the land sti ll requir e 
~nd have so me rights of a cces s to t he p r odu c t s of the s e land r esour c es . 
The food and f ibre needs ( and t he spatial requirenents ) of the 1,on-farm 
popu_lation are not i nfrequently overl ooked by t he proponents of l and 
reform . Tn thi s r espe c t , ther e i s a case f or cons i deri1!g both a minimum 
:.:it1d f"'LXi.nmn farm s iz e . Th se 1rii ght be designed f irst , t o ensure t hat 
.;1";;;.ll•1oldi!igs a r e lai·gc c1.ough t o provi de f ood suff ici e:nt t o me et wi t h 
2 ni gii ir::~ r ee of certainty the mi nimum phys i ologi cal limit of t he farm 
fa.1 1 i l y; ;;.nd second , to ensure a sc .::i.le large enough to rrovide a saleable 
surp:i.us to rn :;et the ne ed s of urban cor.s umers, espe cially for f resh produce. 
Few l;, •·1rl re ;'orm progra.iTJs provide fo r such a minimum limi t d espite evidence, 
"rorr, r.·~-1 ,y areas , that allowing farms to become too small (relative t o the 
: c:::;t .\':dl :,ble t-:;cJ-1: ,o logy ) may be ·ust a s w1sc1.tisf e.cto:ry in ter ms of 

:··· i 'Ly :-u1d ef f ·. ci l]11 c;y as an uncontrol 1ed 1.,,:,na ncy si tuation . 

'"' ··. .l .l '-' l <.?.'<:,:ni, ,a t-.ion of 1- ·,st 
...,: .l>3 o: t.:--~e p-:> li vi 

- . .. -
\. } ~_; , ; ~ 

- L :· _._ ._ .._"' 
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securing meaningful change. The concentration of control over land 
provides a power base for many groups in the LDC 1 s. Land is a symbol 
of authority and a source of political power, especially where the 
lctDd owner controls the access of peasants to their only source of 
security -- the land. A meaningful land reform program will inevitably 
destroy or limit the power base of many persons. It is ~st surprising, 
therefore, that land reform is often a central issue in political 
debates and that these debates are often couched in terms of redis
tributing political power as well as wealth • .Ambitious programs of 
land reform will seldom be implemented unless there are shifts in 
political sentiment and power. Many countries have legislated land 
reform but only a few can be said to have achieved real land reform 
and these r eforms were only implemented when there was a change in 
government in circumstances that favored drastic change, as in Mexico, 
Japan, the Republic of China (Taiwan) and Kenya. 

A second factor of importance in making reform effective is 
the creation of institutions to implement the reforms once legislated, 
and t o press for continuing development. This has usually involved 
organizing the beneficiaries to creaiefollow-up pressure. For example, 
in Japan, Taiwan, and Venezuela suitable institutions were established 
to ensure that land was indeed transferred. In other countries, a 
cornrnuni t y of interest between landowners and officials, combined with 
an absence of organized pres sure from the beneficiaries, largely 
nullifi ed positive reform efforts . The land reform experience in much 
of As ia and Latin America suggests that some form of rural organization 
especially involving local representation, may be a critical condition 
for successful land reform. 

A t hird conclusion is t hat land reform is rarely undertaken 
wi thou t considerable upheaval and loss of production, although there is 
evidence to suggest that these costs can be kept small and temporary. 
The restructuring of land holdings is often accompr3.11ied by the destruc
tion of traditional delivery systems for i nput needs and marketing, 
since these systems are almost always tied to the operations of the 
larger f arme rs who are dispossessed. Because of this , rather than 
because of any deficiency inherent in the small relative to the larger 
farmers, land reform has often proved costly in terms of lost output. 
Minimizing such costs necessitates Lhe provision of services concurrently 
wi Lh reform :i.Jnplementation, incorporat ing as much forwRrd planning as 
r e.-,:.; lble . 

A fourth cons ideration relaLes to the problem of perspective, 
over t irne,in assessing the effects of land reform. As the country 
experiences summarized in Annex II r eveal, the effectiveness of land 
reform may be r elatively limited in the short run, and many socio
economic benefits, such as are associated with greater social mobility 
1.r>d improved political s t::i.bj li ty, emerge only in the longer run and 
accrue f or many years subsequently. The cases of Japan and Mexico 
are particularly significant in t his respect. While the direct short 
run effects of the land reforms in these countries have not been 
consi dered wholly beneficial , there is little doubt that the long run 
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effects for their total societies have been overwhelmingly favorable, 
contributing substantially to the ultimate economic development of 
both countries. 

The Bank and Land Reform 

The Bank Group has taken an active interest in land reform on 
a number of occasions. Concern has usually been focused on new or 
improved possibilities for production fo llowing changes in the tenure 
s ituation , with emphasis on security of tenure being a particularly 
important theme. More recently, the extent and gravity of the employ
ment probl ems aLld income disparities in the LDc1s have caused a new 
concern over land reform, from an equity as well as a productivity 
s tandpoint . 

Bank Group experience through project financing of land 
reform has been very limited. In part this may be because there have 
been relatively few land reforms, particularly in areas where the 
political situation Nas reasonably stable and otherwise conducive 
to Bank Group involvement. But also relevant is the fact that the 
financial requi rements 0f land reform ~end to be relatively limited. 
Even where the land transferred ,is purchased from the previous owners, 
the amounts involved are usually small, especially where payments are 
in the form of bonds. In addition, such payments usually constitute an 
internal trar_sfer (unless foreign owners are involved) and thus are not 
at t r active f or external fin ancing. Some examples of Bank Group involve
ment in l and reform programs, notably in Tunisia '?-nd Malawi, are dis
cus sed in the main r eport. 

Tn eeneral, this r Aport conclud t>s t.hat 12..nd reform is con-
:~,~ L,' n l, w i Lh Lbe dev el oprr1ent objec t iv es of increasing output, improving 
incor1e di stribu tion, aud exp r111di ng emp loyment, and that the Bank Group 
should support r ef orms that are consistent with th ese goals. However, 
i t i s recognized that the Bank ca't!1ot force structural c~ange but 
can only support appropriate efforts within existing structures. 
Al t hough the Bank 's direct action ~ust be limited, its preferences 
regarding national policy choices arid those which are considered 
consistent with the Bank's development goals are set out below as country 
[U idelines . These same conclusions are r eflected in the subsequent Bank 
policy guidelines. 

Count ry Guidelines 

1. Governments which accept a basic commitment to land reform 
should consider three components : (i) redistribution of land ownership 
to r educe the present mal-distribution; (ii) tenancy reform; and 
( iii) consolidation, where necessary. 

? . A commitment to land reform implies simultaneous action to 
c:rcat.e or develop an input supply .system to meet the special needs of 
l,he be 11efi ci aries of land reform. This may require either the creation of 
new jnstitutions or spe cial branches or fund allocations within existing 
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organiz ~tions to supply credit, inputs, and technical services, 
i ncluding resAarch ;:i_nd extension. 

3. In sparsely populated regions (countries), specially struc
tured s ettlement schemes can serve as second-best substitutes for, or 
supplements to the redistribution of land currently in use. 

4. It should be recognized that a small farm structure can 
gener ate employment to absorb u1'deremployed labor in crowded regions 
where there is no short term prospect of absorbing it in non-farm or 
l arge farm employment. With the scale-neutral seed-water-fertilizer 
t echnology now available, such a structure can produce at least as 
much per unit of land as a large farm structure. 

S. Equity-oriented land reform should be so programmed that 
(i) the effective ceiling on holding size is low; (ii) the beneficiaries 
belong to the poorest group; (iii) the extension and (non-land) input 
distribution system favors the beneficiaries; and (iv) owned and self
operated land, as well as leased land, is redistributed. 

6. Where efficient large scale plentations or ranches exist, 
they need not be broken up, but, it should be accepted that in such 
cases the objectives of reform can only be realized if the enter
prises are covered by a progressive tax system and the workers partici
pate adequately in the benefits of tbe enterprise. 

7. Research should be organized to evolve a l ow-cost settlement 
policy. :vherever settlement policy is used to suppl ement land r eform, 
set t leme nt schemes should be planned to have approxim B. tely t he same 
effects as the redistribution of existing holdings. Th ese effects can 
accrue i f (i) the settlers are the really poor small f armers or land
l ess workers and an input supply system is available to support their 
ope r ations; (ii) the size distribution of the new holdings is equit able; 
and (iii) tenancy is niscouraged, and allowed only under specified 
typ es of contracts. 

8. Where the shortage of land is so acute that even with a low 
ce~ I i ng both smallholders and lc>.JJdless wor kers cannot be given minimum 
holdings, preference should be ~iven to the smal lholders in the aJ lo t
rr,P rii . (•f' land, and a rural works program s hould be orp;MiYr>.d for the• 

9. Experience in Far Eas tern and some Latin American count ries 
clearly shows that the organi zation of beneficiaries both before 
and after the enactment of reform is an indispensable condition f or 
its success. 

1 O. I t s hould be recognized that l andless recipients of land who 
t ake np i nrl.ependent f arming for the firs t, tj me may need to be p 1·ov i. rled 
wiLn Lheir eutire short-term and long-term credit requirements and 
per hap::, some consumpti on cradi t for t hree or four i ni t i al cr op s oas ,ms . 
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There may also he a. need for special tra5n.ing facilities, research 
activities, and field demonstrations in ::1ch circumstances. 

11. The abolition of tenancy may not '..>e a feasible policy in 
many countries (regions) where·the demand for land by the landless 
and small farmers far ex~eeds the available supply. In such cases 
regulation of tenancy might be a more efficient policy. Generally, 
fixed cash-rent contracts are superior to crop-sharing contracts 
because they encourage the use of inputs to the optimal level. But 
where crop 3haring cannot be eliminated because it provides risk 
insurance to crop sharers, it can be made more· efficient and equitable 
if it is combined with cost sharing. Such contracts should be promoted 
with a system of incentives and deteITents. The incentives can include 
the accrual of legal rights in land and the availability of credit and 
other inputs only if prefeITed types of tenancy contracts are implemented. 

12. When the land-labor ratio becomes favorable,the conversion 
of tenants into owners of the land they cultivate, preferably against 
very low compensation payments, should be undertaken because, in 
general, owner-operated farming is likely to be more efficient and 
equitable than tenant farming. 

Bank Policy Guidelines 

1. The Bank will give priority in agricultural lending to those 
member countries that pursue broad-based agricultural strategies directed 
toward the promotion of adequate new employment opportunities, with 
special attention to the needs of the poorest groups. The Bank will 
support policies of land reform designed to further these objectives. 

2 • The Bank will make it known that it stands ready to finance 
special projects and programs that may be a necessary concomitant of 
land. reform, so long as the reforms and related programs are consistent 
with the objectives stated above. These programs would include credit, 
technical services, and infrastructure projects designed to meet the 
special needs of land reform beneficiaries. 

J. The Bank will cooperate with the Food and Agriculture Organi-
zation of the United Nations (FAO), the United Nations Development Pro
gramme (UNDP), ancl other organizations to provide support and assistance 
to member governmenLs seeking help with the specification and design of 
1a.nd r~form pl'ograms where tl,ese are in keeping with Bank objectives. 
This support will include financial and technical aid with cadastral sur
veys, registration of land titles, and similar services. 

4. The Bank will continue to explore, through its agricultural 
and rural de velopment p rn jf·c·I c:;, ways of providing for a distribution of 
benefits consistent with the goals outlined under (1) above, including 
appropriate tenurial arrangements and projects designed to serve the 
needs of small farraers and settlers. 
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5. The Bank will intensify its efforts through sector and country 
economic work to identify and draw attention to the need and opportunities 
for land reform with respect to existing tenurial situations and their 
economic effects. 

6. The Bank will support and encourage research related to the 
economics of land reform in its broadest aspects, including its social 
dimensions. It will continue its support for programs of economic and 
technical research directed toward the special needs of the type of 
small farmer likely to emerge from land reforms. 

7. The Bank will undertake studies of the costs and benefits of 
settlement projects, with particular attention to developing approaches 
which will lower the cost per family settled. 

8. The Bank will not support projects where land rights are such 
that a major share of the benefits will accrue to high income groups unless 
increases in output and improvements in the balance of payments are over
riding considerations; in such cases it will carefully consider whether the 
fiscal arrangements are appropriate to ensure that a reasonable share of the 
benefits accrues to the government. 

9. In circumstances where increased productivity can effectively 
be achieved only subsequent to land reform, the Banlc will not support 
projects which do not include land reform. 

10. Where land is held under some form of tenancy, the Bank will 
foster the adoption of tenancy conditions and share-cropping arrangements 
that are equitable and conducive to the optimal use of resources. 

11. Where land is communally held without regulation of access, 
the Bank will encourage sub-division, if sedentary forms of agriculture 
are possible, or pursue land usage and access arrangements that are com
patible with long run productivity of the land and the welfare of the 
re sident population. 

12. The Bank will pay particular attention to the consequences of 
the interaction of new technology and the prevailing institutional struc
tures, as reflected in the pattern of land ownership, in order to avoid 
adjustments which will increase the maldistribution of income and cause 
economic hardship. 
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I. CHARACTERISTICS OF LA.ND REFORM 

r' tl.ll ru 1d the Land 

Man's relationship to the land, and patterns of land-holding and 
·1and use, are shaped by the interaction of a complex of forces--climatic, 
economic, cultural, religious, and political. In East Africa, for instance, 
the physical conditions in the temperate areas are suited to a sedentary 
e.gricul ture, whereas the more tropical and arid areas are better suited to 
shif ting cultivation or livestock herding. As a result, different systems 
of land management and patterns of holdings have emerged in adjacent zones in 
this part of Africa. Similarly, laws and customs governing inheritance have 
2.Il effect on the ·distribution of land. Where land is inherited by the oldest 
heir and not sub-divided, the pattern of holdings is less fragmented than in 
societies where the custom is to divide holdings equally among all heirs. In 
addition, many socio-economic factors affect customs of usufruct, traditions 
of crop sharing, and other arranage.rnents surrounding land use in varying 
situations. 

The politic al ideologies of governments also have a beru·in£ on the 
relationship between people and the land. The right of the individual to 
own, sell, and accumulate private property--includi!~ l&.nd--i~ one of the 
cornerstones of the martet economy. While this right might be constrained 
in the public interest, land can in general be exploited, accurQulated, and 
traded by individuals for private gain. Under some other ideologies there is 
no opportunity for individuals to acquire and accumulate land; the right to 
own land may be vested solely in the state or in semi-public institutions, and 
it is the state which organizes and controls the land according to . its own 
criteria. To the extent that the state controls the land, the allocative 
process may serve any number of i deoloeical ends. Some governments have used 
control over land to implement policie s of geographical sepa..r·&.tion of racial 
r,roups. The People's Republic of China, on the other hand, has changed rights 
to land and the organization of work several times over the past t~enty-five 
years a s part of a drive to eliminate rural inequality. 

The level of economic development of a country has n st.rone influence 
on attitude s toward the land. The more industrialized a country, the smaller 
the proportion of the population in agriculture and the less significant the 
rol e of land in the economy. Where there is a no bile population ·wi. th ample 
,l i "rna" .... :i..ve opportuniti e s, land is often seen merely a s one factor of 

:-,·ud.iction in a highly developed commercial agriculture . However, in less 
<H; Ve ~oped couritrien wh ere there is a large ::'Ural popt1lation, limi t.ed 
al l.ernati ve opportunities, and increasing pressure on the land, access to 
t c1nd may provide at le~st a subsistence incor>ie. In these circwr:s1.. &.nces 
produ cers see the land as more than a factor of production; it may well 
provide tl1e m&rgin between dest.i tutiori 2.r,d 8:bsistence. 

The e:stablished pattern of land ow:1ership is basic to both t he social 
, reardz ation and instit,1tional struc tures '-~f rural c..reas. The social ltierarcby 
in most agrarian societies reflects the kihd of ~ccess that different groups 
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have to l and, whi•le individual status within these groups depends on the aJ11ount 
and quali ty of land cormuanded. The institutional structures which formalize 
the various means of control and the relationship between categories of land 
users, also determine the accessibility· of external institutions and services 
to the verious groups. 

Context of Land Refonn 

The many complex factors that influence the patterhs of land ownershi.p 
and land use in different regions of the world may be SU111111arized as: (1) the 
political system and situation; (ii) the structure o! the economy; (iii) the 
social system; (iv) the legal system; (v) the demographic situation; (vi) the 
agricultural system; and (vii) the national resource base. When these inter
acting elements are taken into account, it is possible to delineate six main 
land tenure-land use categories. These are characteri£ed as follows: 

( a) Feudal Asian 'fype 

high property concentration 
great social ineqµality 
great economic inequalitT 
low land productivity 
low labor productivity 
low level of technology 
mainly operated by sharecroppers 
high labor intensity 
low capital intensity 
pr oduction mainly for subsistence 
land very scarce 
j_nsti tutional structure centralized 

(b) Feudal Latin-American Type 

high property concentration 
great social inequality 
great economic inequality 
low land productivity 
low labor productivity 
low level of technology 
labor provided by squatters, neighboring smallholders, 

and migrant workers 
capital-extensive 
labor-extensive 
operated by owner or manager plus hired labor, serfs, 

or sharecroppers 
production for subsistence and export 
institutional structure highly centralized 
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( c) Traditional Conuuunal Type 

" . lbw property concentrat1on - aovereign r:t,ghta veated i.rl 
community 

decentralized cultivation - usufruct rights for members 
of group 

moderate or high socio-~conomic equality 
low labor productivity 
low land productivity 
low level of technology 
medium labor intensity 
low capital intensity 
production for subsistence 
supporting service structure underdeveloped 

(d) Market Economy Type 

medium property concentration 
d~centralized cultivation 
m~dium socio-economic inequality 
hlgh lru,d productivity 
high labor productivity 
high le~el of technology 
ca.pi tal-inten st ve 
la.l:.ior-cxte:nsive 
market production oriented 
institutions and services dispersed 

(e) Socialist Type 

property right vested in the state or a group 
centralized or decentralized cultivation 
low, medium or high socio-economic ,quality 
lr.>11·, medium or high land producti vi t.y 
low, medium or high labor productivity 
medimn level of t.Etchnoloey 
pl'oduction .for mril"ket or subsiste1,ce 
supporting systems centralized 

(f) Plantation-Ranch T,ype 

· high property concentration; owned by state or for·eigners 
great social inequality 
great ir1come inequali ty 
high land productivity 
low or n~dium labor productivity 
medium or high level of technology 
operated by manaeer plus wage labor 
production mainly for export 

·j 
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In a trad.i tior:c.l c:or,text, extremes in the pattern of land control 
Ere exemplified, on the one hand, by the feudalistic landlord and tena...~t 
syste.'.n found in some Asian , &nd Latin American countries and, on the other, by 
the communal land ownership pattern of certain tribal groups in Africa. In 
the landlord-tenant system, land ownership is vested in an elite minority with 
the majority having access through tenancy arrangements of various kinds. The 
ownership of property is generally highly concentrated, more so than the pattern 
of land holdings. However, since holdings (the only category for which the Bank 
has data) involve leasehold units for which r~t is paid on a share basis, the 
distribution of income is also highly ske•ed. (See Annex I, Tables 6 and 8.) 
In the communal system, by contrast, land is common property and access to it 
r elatively unrestricted. Whereas in the feud,._listic system the distribution 
of land ownership and benefits are highly s*ew~ and cl~ss differentiation is 
marked, the communal system has relatively egff-itarian lanp. access and class 
differentiation is less marked. ; ' · : 

1 ' I ' 

Both systems are relatively stable UI'l~er favorable conditions, but 
have difficulties as the man-land rati~ dec:I;.i.~•s through population growth, 
unless there are off-setting changes~ technoiogy. In the landlord-tenant 
system la"'ld pressures are r~flected in 'a growing army of landless people and 
widening income differentials. (See Annex I, '.Fable 11.) The communal system 
maDifes ts t~e same pressures by compressed fa+low periods and declining soil 
fertility, overgrazing and increased erosion, •accompanied by extensive poverty 
and vulnerability to seasonal effects. · 

The t\·10 systems differ in ability; to .:respond to changing external 
conditions a_,..1d especially to new technology. The landlord elite, by virtue 
of its privileged position and power, can, and often does, become educated 
and innovate both through experimentation and the adoption of external ideas. 
(In doing so, however, its primary concern r.:ay be to promote its own narrow 
interests in tel"ms of wealth and power, for instance, by displacing tenants 
through mechanization.) The co!Til"lunal system generally lacks such an 
institutional mechanism and tends to be both static in its technology and 
relatively insular, but such corrununities seldom manage to remain completely 
isolated from external influences. 

I 

I n a mod ern context, the extremes in patterns of land control are 
seen respectively in the private ownership of land, which is a fundamental 
aspect of the market economy and corrrrnon in most Western countries, and the 
state or collective m-mership characteristic of socialist countries. Under 
private m-mership , land is held by individuals and, while usually subject to 
special r estrictions, can be bought or sold like any other conunodity. Such 
holdings are typically operated as faJni.ly uni ts with little hired labor. 
However, a r2.nge of sub~types exists within this category which reflects a 
gr ac:e.tion in size from the predominantly subsistence smallholdings of many 
of the WC's to the broad acres of North America and Australia. Although 
similar i n legal and institutional respects these differ significantly in 
teclmology and input mix as well as degree of market orientation. In the 
r; 0cialist system, on the other hand, there is little or no provision made for 
i ndi vi clunl s 1..o ncc,ii rr. or accumulate land, thias right being ve sted 1n the 
:.1.:1 1.• : , w i t. l1 l'< 11 1Ln,l 11<:L, ,rn1ir,etl l.11 1J.l:L:ordicw1.;e with the objec t i ves of the state. 
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However, some variations remain w-'J..thin many socialist systems, often providing 
f or t he existence of private smallholdings in parallel with larger social units. 
A special type found in a modern context is one which includes the plantations 
and large r~,che s which often operate in the LDC's as well as in some developed 
countries. These form in some respects a special category of the market 
economy type, but the tendency toward a corporate legal structure and dependence 
on hired labor differentiate them from privately owned family farms. 

While private ownership has generally been compatible with techno
logical progress and the economic adjustment of agriculture, it has often 
created inequities as people have been compelled to move from rural pursuits 
or have been squeezed into land scarce rural enclaves. Generally, private 
control has been most satisfactory where population pressure could be offset 
by colonizing virgin land or moving people out of the rural sector. It has 
been most unsatisfactory where ownership patterns r.ave become ske~ed because of 
the growth of large farms, combined with limited opportunities for people to 
move out of agriculture, and the subsequent emergence of economic dualism. 
State or communal control has led to fewer interpersonal inequities though in 
most cases not without some broader economic inefficiencies. 

Land reform becomes an equity issue in the context of both the 
trad · tional landlord-tenant relationship and the modern skewed ownership 
pattern . In both of these contexts it is often a highly political concern 
8 s}::: ecia lly in the t:..·adi tional feudalistic and communal systems. There are 
many si t1.1ations where the prevailing tenure conditions are the major impediment 
to cievelo?,-"'.lent . For example, a high level of fragmentation can make canal 
i rrigation virtually impossible and seriously impede mechanized operations even 
when on a very small scale. In other · cases the contra9tual share arrangement 
i s such that neither landlord nor tenant are able to introduce new technology 
:.;ec&.11se, on t hE:: one hand, the landlord cannot capture a profitable share of the 
return on his i nvestment, and on the other, the ter;ant cannot find the capital 
for i n\"est.':!ent or lacks t he security of tenure that would guarantee a return 
from it . further, there are some situations where the social environment is 
characteriz,ed by inequity and oppression to the extent that there exists no 
h~nan motivation toward improved productivi ty or the resol ution of any problem 
wi thin t he existing structures. In such circl.lf'\.stances land reform may become 
a prerequi site of develo~~ent. But, whe~her primarily an equity or a 
production concern, it is clear t hat l and reform will involve different changes 
in different type situati ons. 

Dimensions of Land Reform 

Land reform is thus concerned with interrelated productivity and 
equity c13pects of land use. It is frequently pursued as a goal in itself, 
but in a develoµ~ent context is usually seen as a concomitant of agrarian 
re form or of rural development programs. Land reform differs from political, 
aciministrative, f iscal, or moneta...-.y reforms in that it normally relates to one 
sectc,r and involves changes in control of a tangible asset which is both fi:x ed 
; n s 11pply and rrovi de s the basic f act.or on which mo"t of the r Porl ,., ; n i , , ,., t 11r · ' ., 

..., - ·'i r., '" +. r - - - '- ,., .; - I l , • ... ' i 'h , i ... l 
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In a tracli tior:al cor,text , extremes in the pattern of land control 
ere exemplified, on the one hand, by the feudalistic landlord end tena..Tlt 
syst~~ found in some Asian . a,.,d Latin American countries and, on the other, by 
the communal land ownership pattern of certain tribal groups in Africa. In 
the landlord-tenant system, land ownership is vested in an elite minority with 
the majority having access through tenancy arrangements of various kinds. The 
o·..mership of property is generally highly concentrated, more so than the pattern 
of land holdings. However, since holdings (the only category for which the Bank 
has data) involve leasehold units for which r~nt is paid on a share basis, the 
di stribution of income is also highly skewed. (See Annex I, Tables 6 and 8.) 
In the communal system, by contrast, land .is common property and access to it 
relatively unrestricted. Whereas in the f~~f:llistic system the distribution 
of land ownership and benefits are highly skewt,d and cl.ass differentiation is 
marked, the communal system has relatively egeJ.itarian lan~ access and class 
differentiation is less marked. ~ '. : · 

I • i I 

Both systems are relatively stable un~er f~vorable conditions, but 
have difficulties as the man-land ratiQ decl.i~•s through population growth, 
unless thera are off-setting changes ti{ technoJogy. In the landlord-tenant 
system la'1d pressures are reflected in 'a growing army of landless people and 
widening income differentials. (See Annex I, '.fable 11.) The communal system 
manifests t~e same pressures by compressed 'fallow periods and declining soil 
fertility, overgrazing and increased erosion, •accompanied by extensive poverty 
and vulnerability to seasonal effects. ' 

The t\W syst~11s differ in abiliti, to :respond to changing external 
conditions a.~d especially to new technology. The landlord elite, by virtue 
of its privileged position and power, can, and often does, become educated 
and irillovate both through experimentation and the adoption of external ideas. 
( In doing so, riowever, its primary concern r:-.a:y be to promote its own narrow 
interests in te:-ms of wealth and power, for instance, by displacing tenants 
through mechanization.) The co:mrmnal system generally lacks such an 
institutional mechanis;n and tends to be both static in its technology and 
relatively insular, but such communities seldom manage to remain completely 
isolated from external influences. 

' In a modern co~text, the extremes in patterns of land control are 
seen respectively in the private ownership of land, which is a fundamental 
aspect of the l"'larket economy and cormnon in most Western countries, and the 
state or collective ownership characteristic of socialist countries. Under 
private ovmership, land is held by individuals and, while usually subject to 
special restrictions , can be bought or sold like any other conunodity. Such 
holdings are typically operated as family uni ts with little hired labor. 
Hov1ever, a rP.nge of sub:..types exists within this category which reflects a 
grac:ation in size from the predominantly subsistence smallholdings of many 
of the LDC 's to the broad acres of North America and Australia. Although 
simil ar in legal and institutional respects these differ significantly in 
-Leclmology and input mix as well as degree of market orientation. In the 
~; ocialist system, on the other hand, there is little or no provision made for 
i :id i vi d11nl 5 t.o 11cc11i rr. or accumulate land, this right being ve sted jn the 
: .1. :1L, : , w i i.11 v<11 1Ln1l d, :l,1, r111ir,ed \.11 uc..:coJ·dWH.: e with the objec t ives of the state. 
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Land reform can involve varying degrees of change including so.'7.e or 
all of the following: 

(a) Redistribution of public or private land so as to change the 
patterns of land distribution and size of holdings. Usually 
this involves an increase in the number of small or medium-sized 
fa.nns and a reduction in the number of large holdings. 
Alternatively all land can be nationalized and regrouped into 
state-owned holdings, all of which might be large. 

(b) Consolidation of individual holdings, thereby reorganizing the 
physical pattern of control. Fragmented holdings can be 
regrouped into contiguous blocks of land. This can be done 
with or without changing the distribution of land ownership in 
tenns of acreage or value belonging to each individual. 

(c) Changes in land ownersr.dp and tenurial rights, with or without 
physical redistribution of land. Redistributed land can be 
allocated to new owners or to farmers working on the land. 
Alternatively, there need be no redistribution of land but 
tenants or workers can be made owners of the land they work. 
In this case, there is generally a redistribution of income 
away from the fonner •owners of the land to the new owners. 
The new oriners may farm cooperatively or as individuals. 

(d) Changes in conditions of tenure without changing ownership or 
redistributing land. The rights of those working on the land 
can be safeguarded by law without a change in 01r;nership. Changes 
in conditions of tenure wou.ld include providing security of 
tenure, introducing eo_uitable crop sharing arrangements, coop
erative land managenent, and so forth. These changes would al so 
include the conversion from cuctoma.ry to legal rights to land. 

Structural _Change. In the main, land refo::.'Tll is seen as a :means of 
bringing about structural cha.'1ges in the agricultural sector thereby altering 
the s.ze distribution of holdings or the d:i stributi.on of income. By definition, 
therefore, pilot projects cannot be considered to be land reform for they 
operate within an existing structural framework, even though they might be 
useful in identii'ying problems of 1ranagement or t.~J e economics of Va.Tious 
11models", or arrangements that might be part of a subsequent refonn. Similarly, 
land settlement on the frontier does not. usually co~stitute land refonn, 
al though land settlement might be a means of bringing unused land into 
production. Land settlement, by itself, may or may not have :i.n impact on 
the structure of land holdings in a country, depending on the manner in which 
the settlers are selected and the size distribution of the new holdings. The 
kind of structural change involved depends on the prevailing tenure type and 
the proposed alternative. As refJected in the country experiences swmnarized 
in Annex I I, most changes involve a shift from traditional to modern types. 
Tlrnr. ,Tarf'ln, Tai .. an, Hnd the Republic of Korea. (8011th Korea ) moved f rom a "feuriJ• l 
A :1 iflr1" Lon "m,u·k,d . 111odorn-rnn11.lll11Jldl111'." Lj'J">' l11dl11 11,1111 11 ·1,11 11UJ'llt11J rr·uw ii 11 ro11.Jul 
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Asian" toward a "market modern", with some traditional fanns retained and some 
"plantation-ranch" type variations in certain areas. Morocco and Kenya 
redistr ibuted the large-scale alien owned "market economy" type holdings 
of their color;ial eras , some going to smallholdings of the "market economy" 
t ype and some to "plantation-ranch" type units. Mexico and Peru moved 
from a "feudal Latin American" type to a "market modern-mixed large and 
small holding" type, and a mixed "market modern" and "socialist" type 
structure, respectively. These tenure system changes were in all cases 
accompanied by changes in related organizations and services. 

Fisc?l J!ieasures. Land taxes and pre-emptive taxes on income earned 
from land are often cited as instruments that will obtain the same ends as 
land reform. An effective land tax may have an impact on land use but its 
main purpose is usually to encourage more intensive production by making it 
costly to either leave productive land idle or use it below its productive 
capacity. On the other hand, such taxes may provide a disincentive to invest
ment \d .. th the potential of increasing productivity or bringing new land into 
production. In any event, the use of a · fiscal instrument such as a land tax 
will not lead to structural changes in agriculture-- at least not in the short 
run. A more likely fiscal instrument to encou·rage structural change is a 
graduated estate tax which would force estates to dispose of land to meet their 
financial obligations. But this is likely to bring about structural change 
only over a long period of time. While land taxes and estate t~es are often 
considered significant elements in fiscal policy intended to redistribute 
income, they canJ1ot ensure the same degree of structural reform as can land 
reform and have, in general, been quite ineffective. In situations where 
fiscal measure~--wl:ether of a redistributive kind or a type which provides a 
return to the state on its inv P. str1ent--c1re found to be ineffective, land 
reform may be the only alternative option if economic development is to be 
pursued. 

Agrarian Reform. Agrarian reform is a much more comprehensive concept 
than land reform, since it involves modification of a wide range of conditions 
that affect tte agricultural sector. These modifications might include changing 
price policies so as to turn the terms of trade in favor of the agricultural 
sect.or; increasing allocations to the agricultural sector in order to ·expand 
research, extension, training, and storage facilities; making physical supplies 
such as fertilizers available and increasing credit for their pu:rchase; or 
providing infrastructure to facilitate agricultural production. Agrarian 
refo1m may or n,ay not include land reform; in some instances there may be no 
ne ed for land reform since land i s already evenly distributed. In other 
cc:;s~: s, it rr.ay r.ot be politically feasible to have land reform--though it might 
be both politically and economically feasible to raise output through the 
measures involved in agrarian reform. The point is that land reform may be 
a necessary conditions for agrarian reform, but it is seldom a sufficient 
condi t ion for increasing agricultural output, given that land is only one 
factor of production. 

Rural Development. Broader still is the concept of rural development, 
sirice it embraces ail dmensions of the rural sector (agricultural and non
agricultural_) and is more concerned with the welfare of rural people than with 
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agricultural output or productivity as an end in i tseli' . Since it has 
significant equity implications, Jand refonn may be a necessary concomitant of 
successful rural development, depending .on t he prevailing pat ter n of land 
control. Where the ownership of land directly affect s the nature of local 
in::; ti t utions and the partici pation in them of the major i t y of :rural people , 
land reform may be essential. However, i n terms of implementat ion it may be 
that in some situations the preparati on of l ocal insti t11tions and smallhol der 
services may be a prerequisite of land reform rather than vice ver sa. ·where 
the existing service systems and admini strative stT'llcture i s geared to 
working with large scale farmers, land reform without concurrent rural develop
ment activity might cause hardship and economic losses which would outstrip 
the equity grins associated with the larrl redistribution. Tenancy reform, 
on the other hand, insofar as it stabilizes the existing relationship between 
lando,mers and renters,may be a useful precursor of' rural development programs. 

Political Dimensions. Substantial ref'orm of the structure of 
holdings and ·Urn distribution of income from the land cannot be achieved 
without political action. For instance, where semi-feudal conditions prevail, 
patterns of land rights and tenurial conditions have been established by 
tradition, and t hese cannot be changed through market operations as ther e is 
virtually no organized market for land. Elsewhere large ,land holders have 
accumulated capital and expanded land hol dings acquired through the market; 
in most marke t-oriented econo~es with a skewed distribution of land, the 
tendency is for the skeued distribution to worsen. Whatever the prevailing 
si tuation, it can seldom be changed without actions that emanate from out side 
the rrarket. Since these actions are based on policies deliberately intended 
to alt er the di stribution of land and change tenure, the implementation of 
these policies depends on the political will of the policy makers and the 
abili ty of the administrators to execute this will. 

The concen~ration of control over land provi des the base for powerful 
elements in many non-industrialized soci eties. Where groups derive authority 
f r om tteir land, a me aningful land reform program will inevitably destroy or 
l inli t t he power base of these groups. Land reform can change the political 
balance and the po~1er struct ure i n a country. · Reforms have stripped l.arge 
landholders, vhether t hey were military, religious or private, of their power. 
It is not surprising , then , t hat l&.nd reform is often a central issue in 
poli i::.i cal debates and that these debates are bft.en coached in tenns of 
redi stribut i ng pol iti cal pm,er as ·w ell as wealt h. The political i.Jr,pli cations 
of lend reform must be taken into account; ambit ious programs of land reform 
will sel dom be irr.pl eir.ented unle ss shifts are made in political sentiment and 
poKer. Many countr i es .have legislat ed for land refonn but rel atively few 
have ~chi eved then--Etlld t he se only with a change in government. 

Fr equentl y the iP1plementati on of mas sive reform l egislation bas 
depended on the efrective organization of the benef i ciaries. In J apan, Taiwan, 
and Venezuela--tc r.ame t hree countries--suitabl e organizations were est ablished 
t o ensure that l and was indeed transf err ed. In other countries, such as India 
and Pakistan, the offi cial bureaucracy was the only implementation agency 
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cor:.tc1:i:- l ated by the refonners. Because of the connnuni ty of interest between 
the bureaucrats and the landowners, and the absence of organized pressure from 
the beneficiaries, the massive legislation has produced no significant refonn. 
Experience in much of Asia and Latin America suggests that effective popular 
participation of rural people may be a critical condition of successful land 
reform. 

Implications for Social Justice. The imbalance between the 
distribution of control over the land and the numbers dependent on it has 
historically led to increasing pressures for change. 'While the focus on 
land reform is related to economic development, the concept of an overriding 
social function of land justifying the imposition of limitations on private 
rights, appears to be gaining the support of many groups, including the 
Catholic Church. Formerly one of the largest landholders in the world, the 
Church in Europe ns well as in Latin America has increasingly put its weight 
behind this new concept, both in precept and practice. The Church's new 
philosophy regarding the relationship between man and the land declared that 
"private property does not constitute for anyone an absolute and unconditional 
right". And the immediate extension of this postulate to the world's agrarian 
problem is that, "if certain landed estates impede the general prosperity 
because they are extensive, unused, or poorly used, or because they bring 
hardship to peoples or are detrimental to the interests of the country, the 
common good sometimes demands ,their expropriation". 

A further facet of land reform that warrants consideration in this 
respect is the potential of a new societal structure follo'W:ing a reform. 
~exic~ and more recently Egypt and Bolivia, had semi-feudal societies similar 
to n1any whi ch still prevail in ether parts of the world. In these societies, 
large numbers of tenants and laborers were tied to the land a..'1d wE::re beld in 
f ol'Ins of human bondage; this arose from custom, tradition, or sheer 
:indebtedness to landlords. The reforms that have t, E.ken i:lace in these 
couritries have changed this. The reform in Nexico broke a system that 
deni ed many people any range of choice in the pursuit of & livelihood. If 
the experience of Me.x:i.co--which has had the longest period of reform--is any 
:indication of the long run outlook, the reforr11s have led to an increase in 
social mobility. 

In swnmary, from this brief overview of i ts characteristicsJ it is 
apparent that land reform is a complex subject. The issu.es involved are 
di ffuse and the reform measures appropriate vary according to the situation. 
I t i s also evident that land reform is in practice predominantly an equity 
concern and therefore one that is oft.en highly pol itical. Nevertheless, it 
has, too, significant implications for economic development, and these in turn 
are relevant coucerns in the formulation of Bank policy. 
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II. LAND REFORM AND ECONOMIC DEVELOPMENT 

Economic development has three basic objectives: rapid economic 
growth, full employment and distributive justice. Some poli cies and 
related investments, such as those affecting power plants or 1arge-
scale industry, are primarily growth oriented; others, for example, 
those for rural works, are employment oriented; still others, such as 
those related to larrl reform, are essentially equity oriented. Each 
set of policies and investments aimed toward one objective has import-
ant repercussions with regard to the other two objectives, and these must 
be taken into account when weighing the potential impact of particular 
policies on economic development. For this reason, it is important to 
dete!'!Tline to what extent land reform might be costly in terms of growth 
and employment. 

There are manifold problems in assaying the costs and benefits 
of land reform. These include the definition of an acceptable time frame 
fo r measuring the effects of the related structural change in the agri
cultural sector. The available evidence suggests that a well-designed 
land reform program need not entail unacceptable costs in terms of other 
objectives; its contribution to output ani employment -- as well as to 
equity -- depends on the speed and effectiveness of the reform and com
plementary investments. However, the effects of land reform can best be 
examined by focusing on particular measures, such as the effects of 
farm size on productivity, equity and employment as well as on savings and 
market. surplus. These measures are interrelated but, for analytical con
venience, are here treated separately. 

Implications for Productivity 

The effects ~f l and reform on productivity might best be 
isolated by comparing productivity in a given area bef ore and after 
reform. Unfortunately, that is not possible as there is 
no situation where change has occurred in only one variable -- size of 
farm -- over time. The nearest alternative is the comparison over a 
defined period of the productivity of groups of different sized farms 
in a given area. The ideal measure for comparison would take into account 
the contributions of all factors of production and so measure total factor 
productivity. Since data are not available to derive this measure, changes 
in yie l ds per hectare are considered to be the most appropriate proxy. 

There have been several multi-country, comparative analyses of 
the effect of differences in distribution of size of holdings on yie lds . 
One 1J-country s t udy undertaken by the FAO analyzed the relationship among 
size of holding,concentration of land, and productivity. A similar study 
of 41 countries was undertaken by the Bank. (See Table 2.1.) Both 
studies indicated that smaller average size of holding and a lower concen
tra~io n of land ownership were associated with an increase in output per 
he ctare . 
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Similar findings can be cited from cross section studies in 
a number of individual countries. In Sri Lanka, :for example, in 1966-67, 
the yield of paddy averaged 36 to 37 bushels per acre on fanns of up to 
one acre and 33 to 34 bushels on larger holdings. In Central Thailand, 
yields were reported to decline from 306 kilograms per rai, on holdings 
of two to six acres, to 194 kilograms per rai, on holdings of 140 acres 
or more. Small farms in the Philippines -- that is, less than two 
hectares -- produced 2.9 tons of paddy per hectare, while farms .of more. 
than four hectares produced 2.2 tons per hectare. In a systematic ana
lysis of the differences between large "multi-family" farms and small 
"sub-family" farms in Argentina, Brazil, Chile, Colombia., Ecuador and 
Guatemala, output per hectare was found to be three to 14 times greater, 
on the average, on the small farms than on the large. (See Table 2.2.) 

There is other evidence to support these findings, including 
the results of Bank-sponsored analysis in Mexico, as well as studies on 
Japan and Taiwan. However, there is no claim that all conditions were 
identical; the studies simply indicate that yields were higher on small 
farms than on large farms. 

The important implication is that reductions in neither the 
size of holdings nor land concentration need be associated with a re
duction in output per hectare. , On the contrary, it appears that under 
controlled circumstances output per hectare is likely to be higher. 
There are two associated reasons for this assumption. First, there are 
limited economies of scale in most agricultural production. Second, 
small-scale producers tend to maximize output by applying labor inten
sively, while large-scale operators tend to maximize profits by using 
hired labor only until incremental production covers incremental costs. 
This is 1:sually short of the output per hectare that would be produced 
if the goal were maximization of output. 

In broad terms, land reform can be consonant with development 
from a point of view concerned purely with productivity, with output per 
hectare as the relevant criterion. Output per worker, however, is likely 
to decrease for the simple reason that, as pointed out below, smaller 
farms would employ more labor per hectare. In other words, the large~ 
income would be shared by an even larger number of families. This 
decline in labor productivity only reflects the employment and equity 
benefits of land reform: the same land would supply more people and the 
income generated would be more widely shared. 

Land Reform and Employment 

There ·is also evjdence t.hn.i, t.h8rr> i s p;rn!'.li.~r l:i.hor ahsorpt.ion 
r,er hect;i.re on sr:iallc r holdings t..tian un l urger !1old i.ngs . 'l'he et·ous 
s~ctjonal analysis of the 13 countries previously mentioned showed that 
manpower per hectare of agricultural land was significantly correlated 
with the size of the holding -- the smaller the holding, the greater 
the input of manpower. This cross section evidence of the higher pro
ductivity of small farms indicates their long-run equilibrium potential. 
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But the realization of this potential is contingent on non-land inputs 
increased as soon as farm ·size is decreased. 

',-.:, · ·- -.. - ---~ 

Ther e have also been a limited number of s Ludies in Asia anc.l 
Latin America that confirm these findings. In the Ferozepur District in 
Punjab (India), for example, in 1968, labor absorptjon varied between 
33 and 39 man-days per acre on holdings of less than 30 acres. On 
larger holdings it ranged between 20 and 23 per acre. In Colombia, man
years per he~tare declined continuously from 2.7 on small holdings (less 
than o.S hectare) to 0.17 on large farms (SOO to 1000 hectares) in 1960. 
In other Latin American countries also (Argentina, Brazil, Chile and 
Guatemala), the number of workers per hectare of agricultural land on 
the smallest farms (sub-family units) has been estimated to be 30 to 60 
times greater than on the largest (multi-family) farms. 

Tvlor"" int-ensjve labor usP i~. 0f coursP . +re fl"::ii !': reas"n wl->,

small farms are able to proauce more per unit of land than the larger 
farms. But inputs other than labor are also likely to be applied more 
intensively on small farms, unless ac cess to these inputs is blocked by 
institutional arrangements. Unfortunately, the relationship between these 
other inputs and farm size cannot be studied in many developing countries 
for want of data. It is interesting to note, however, that in the cross 
section of developed countries , ,in 1961, fertilizer consumption and gross 
fixed capital formation per unit of land were relatively higher in 
countries with a smaller average holding. 

In developing countries, too, small farms undoubtedly need much 
more non-labor input in order to raise productivity. The mere redistri
bution of land and augmentation of employment may not suffice to raise 
output substantially. Therefore, the organization of an effective exten
sion-cum-input supply system for small farmers must accompany land reform. 
Wh ere there is such a system --as in Japan, Taiwan and South Korea--the at~~rp~ 
tive capacity of agriculture tends to be high evc>n though holdings are 
s mal l ; at the same time ou tput per hectare is high. Small holdings can 
yield high returns to labor provided output per hectare is high; a condition 
that can only be fulfilled by the application of high-yi.elding, labor 
intensive technologies. 

Land Reform and Equity 

The more radical the land reform and the more important the 
share of agricultural land in total tangible wealth, the larger will be 
the equity effect of ·the reform program. In the rural areas, agricul
tural land accounts for such a large proportion of total we2lth that it 
is usually the single most significant determinant of the distribution 
of both income and power. Evidence of this can be seen in many Latin 
American and Middle Eastern countries where the large landowners often 
dominate both commerce and government. Here land r eform could have a 
major equity impact. However, where much of the wealth exists in the 
f orm of financial assets, re;il estate and other investments apart from 
farm land , and commodity stocks in the hands of traders, the redistri
bution of farm land alone may not improve the distribution of total 
wealth substantially. Landowners may easily change the composition of 
their assets on the eve of land reform if agricultural land alone is the 
target of redistributive zeal. 
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If the rural and urban areas are considered together, the 
limitations of redistributing farm land alone appear even more serious. 
The distribution of real estate, financial assets, and commodity stocks 
in the urban areas is even more skewed than the distribution of farm land 
in the rural areas. If, t herefore, urban property reform or a highly 

1 

progressive taxation program on urban wealth does not accompany land 
reform in countries with a substantial and prosperous industrial-commercial 
urban sector, land reform alone is not sufficient . Alone, it may not only 
not decrease but may even increase the inequity of the distribution of 
total wealth in the country as a whole -- in particular, the inequity 
between the town and the village -- since it will freeze the maximum 
permissible ownership of the main rural asset, without freezing the 
maximum permissible ownership of urban assets. 

Even with this broader focus, the equity effect of land reform 
will be significant only if: (i) the effective ceil ing is low; (ii) the 
beneficiaries belong to the poorer groups; (iii) the extension and (non
land) input distribution system favors the beneficiaries; and (iv) owned 
and self-operated land as well as leased land is redistributed. 

Opportunities for the redistribution of land depend to a great 
extent on the existing pattern of distribution of holdings and population 
density. As will be shown further on, there are some countries, notably 
in the Americas, where land distribution is skewed and population is not 
dense. Here are ample opportunities for redistributing land so that 
inequalities can be diminished and the recipients of the land can generate 
an acceptable minimum income. In other areas, however, the pressure of 
population is such that there is not enough land to meet the minimum r equire
ments of all claimants . The density of the farm sector is so high in some 
countries in Asia that , even if holdings above a certain size were com
pletely eliminated, there would not be enough land to either raise the 
a cre age of the mini-farms to a tolerable minimum or provide for the 
landless. 

In India, even if the rriaximum holding was 20 acres, the avail
able land (43 mjllion ~cres) would be barely sufficient to bring up the 
size of mini -holdings to a minimum of five acres, and no land would be 
available for the landless ( 20-25 million households). In Bangladesh, a 
low 10-acre ceiling would not suffice even to bring up all mini-hol dings 
to a minimum t wo-acre size . The millions of landless families could not 
be provided for at the same time . In Sri Lanka, too, even with a low ratio 
between the cei ling and the floor holding (S to 1), there would be enough 
land only to give two acres to each mini-farmer. In Haiti, only 1 .S 
hectares is available for the average rural family of five. The solution 
to rural poverty clearly cannot be found exclusively in the agriculture 
sector. In these situations it might be wise to give land only to the 
mini-farmers and to attack the poverty problem of the landless by means 
of a massive rural wo rks program. (Settlement of the landless on new 
land, where available, and their migration to urban areas, when possible, 
are the other obvious alternatives.) 
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Effects on Marketed Surplus ani Savings 

The redistribution of land can have a pronounced impact on 
bot h availability of a. marketable surplus and aggregate savings in the 
agricultural sector • .Although the total effect of the redistribution 
process will depend to a large extent on the costs of increased output 
after the redistribution, the change in the size distribution of holdings 
will shift the distribution of the source of marketable surplus and 
savings. A!3 the marketed surplus generates agricultural incomes and so 
potential cash savings, it determines the size of the rural market for 
domestically produced industrial products. The marketed surplus also 
represents the supply of agricultural products, mostly food, for the 
urban population. A fall in surplus could thus necessitate imports and 
put an added strain on the balance of payments. But increasing the 
marketed surplus need not necessarily increase savings, and where it does 
these need not be monetized but rather may take the form of increas ed 
on-farm investment in items such as improved housing, wells, and 
access roads. 

Marketed Surplus 

A reduction in land cpncentrat ion through land reform could 
lead to a fall in the marketed surplus -- at least in the short run. 
Small farm households tend to consume a larger proportion of their small 
output than do households which have a large enough acreage to produce 
in excess of domestic requirements. Thus, the ratio of marketed surplus 
to production falls as farm size decreases . Data from India show, for 
example, that small farms (2.5 acres or less) sell only 24 .5 percent of 
their output whereas large farms (50 acres or more) sell 65 .4 percent. 
But these farm groups produce only 9.5 percent each of the national out put. 
If output remained the sarre but, hypothetically, f arms above a certain size 
were eliminated and their land transferred to the small class, the surplus 
output ratio would probably decline. The rate of decline , however, might 
not be very great given that the largest and the smallest farm size groups 
account for only small proportions of total output. 

But the surplus-output ratios of different farm-size groups, 
and their shares of total output and sales, can differ widely across 
countries and regions . Sixty-one percent of the maize farmers in Puebla, 
Mexico, for example, sells no maize at all; and another 16 percent sells 
25 percent or less of its output. In Chile, on the other hand, a typical 
crop sharer s ells as much as 43 percent of his output. In Mexico, 6.6 
per cent of the marketed surplus comes from 70.7 percent of the farm er s ; 
and 55 .4 percent comes from only 1 .7 percent. In India, 48 percent of 
t:.he f anns (less than ~~ acres) contribute only 6 percent of sales, 1 per
cent (mor e than So acres) contribute 16 percent and 51 percent (wi th 
2.5 - 50 acres) contribute the bulk (78 percent) of the total surplus . 

These differences would determine how much the surplus r atio 
woul d fall after land reform; but there can be no doubt that it would 
fa.1 l, with subsequent del eterious effects on the economy. However, t',i.s 
decline i n the market surplus ratio need not result in a decline in to t al 
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surplus, provided that there is a compensatory increase in total output. 
Since per acre yields on small farms can be higher than on large farms, 
a sufficient increase in output can materialize if, after reform, the 
necessary conditions are fulfilled whereby small farms can realize 
their full production potential. In addition, from the welfare point of 
view, a decline in the market surplus ratio has a direct distributive 
dimension which should be offset against the decline. As the surplus
output ratio falls, the subsistence consumption of sm~l farmers 
increases -- the extra consumption in kind representing a direct increase 
in their incomes (nutrition). Insofar as the productivity of small 
farmers was previously constrained by inadequate nutrition, there should 
also be a positive productivity effect. 

Savings 

In considering the productivity effect of land reform, it is 
necessary to examine the implications of a change in farm size structure 
on the aggregate savings rate of the farm sector as a whole, since the 
savings rate represents the contribution of the sector to the long run 
growth of both its own productive capacity and that of the rest of the 
economy. Alt hough there is scant evidence on savings rates of different 
classes of farm households in developing countries, it can be expected 
that the behavior of the savings rate will be similar to that of the 
marketed surplus. At the lowest end of the farm size scale, the subsist
ence farmers can be expected to be net 11dissavers 11 (for instance, by 
running down the existing soil fertility). As farm size increases, the 
savings rate can be anticipated to become positive and increase along 
with farm size (though large farmers can be 11dissavers" too, by using 
capital for consumption). A recent study in the State of Haryana, India, 
tended to confirm this: the savings ratio was found to be -0.24 percent 
for small farmers, 8.5 percent for medium farmers, and 16.3 percent for 
large farmers. In a further study in Orissa, India, there was no direct 
measure of the savings made, but t he ratio of net capital formation as a 
proportion of income was found to be 5.5 percent in the smallest farm 
size group (0-2 acres) and 19.3 percent on larger farms (8 acres and above). 
For unirrigated villages, the corresponding figures were lower -- 2.6 percent 
on the smallest farms, and 11 .2 percent on the larger farms. 

rt follows that a reduction in concentration of land will reduce 
the average savings rate of the farm sector. But, again, if a compensa
tory increase in total income can be secured by intensifying inputs per 
unit of land soon after land reform, the aggregate savings can be pre
vented from falling. This adds to the urgency of introducing effective 
agrarian reform (including improved technology and services) along with 
land reform. 

A policy implication, from the above, is that the farm size 
structure created by any land reform program should fix a minim-;mi 
as well as a maximum farm size. The minimum farm size clearly should be 
determined on the basis of the current national norm of minimum family 
income. But one of the criteria for determining the minimum income 
itself should be that it at least enable the smallholder to cease to be 
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a 11 dissaver ." An analogous criterion can also be derived from the 
known behavi or of marketed surplus: the smallholder should have at least 
enough land for positive sales. 

Tenancy Reform 

The most successful land reforms include those whereby tenants 
become owners of the land they operate, as in Japan, Taiwan, and some 
parts of Europe . Ownership control and income from the land is thus 
redistributed. However, if landlords are allowed to retain land that 
might be self-operated, and tenants become owners .of the land that they 
operate , t hen t he size distri bution of operational holdings may not 
change. With the conversion of tenants into owne~s, there is greater 
securit y of tenure and larger incomes for the farmers. this, in turn, 
encourages i ncreas ed savings and so on-farm investment and higher output. 

' I 

The conver s i on of tenants into owner-operators generally 
leads to a more efficient and more equitable form of production organization 
than tenancy. This is evidenced not only from the reforms in Japan and 
Taiwan, but also from experience in parts of .Africa where "customary" 
tradi t ion i s converted i nto freehold. In Kenya, the provision of security 
of tenure, especially in the temperate production areas, has increased 
on-farm investment and helped raise output. 

There may be situations where tenancy reform aims at stabilizing 
the pos i t ion of t enants with respect to rent paid, security of tenure, and 
labor ob j ectives, without transferring ownership rights to . them. Here the 
problem is to promote more efficient types of tena...,cy, with contracts 
having well-defined incentives and deterrents. Expert consensus is that 
fixed cash-rent contracts are superior to the more common crop-share contract, 
f or t he whole income'in excess of the fixed rent accrues to the actual cul
tivator. Cr op sharers, though, often have a preference for crop sharing 
becaus e it provides r isk i nsurance. Crop sharing, however, can be made 
more efficient cilld equi t able if it i s cons idered with cost sharing. There 
is growing evidence f r om t he Phil i ppi nes, for example, that since the 
onset of the spread of t he seed-fer tilizer technology, landlords and crop 
sharers spontaneously have begun trying to combine cost sharing with crop 
sharing because the combination is profitable to both. 

Tenuri.al ref orms , whether through the di s tribution of the land 
t o thos e working i t or the provision of greater s ecurity of tenure and 
improved r ent al contr acts , have an ef f ect on development. They improve 
i ncome distributio n by shifting income away from the landlords to small
scale pr oducers, of ten those among the lowest income groups. The more 
secure producers tend t o i nvest part of their higher earnings in t heir 
hol di ngs - - thus rai sing the l evel of investment in agricultural pr oduction -
whereas absentee landlo rds frequently invest in off-farm activit i es. 
Finally, greater security enables t enants to benefit from appropriate 
l,echnological changes ins t ead of being displaced when landlords find it 
to t heir advantage to adopt a different technology. The financ i al returns 
t o the 1.,ndloro may be high from us ing machines and hired labor, but t he 
re Lur·ns Lo Lhe eco nomy are usually higher from labor-intensive operat i ons 
undertaken by smallhol ders. 
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Implementation Issues 

If reforrr.s are to generate the anticipated benefits, several 
important considerations must be taken into account. First, since 
agriculture is a private sector activity in most countries of the world, 
production and investment decisions are made by millions of individuals 
operating in their own interests. Very often the greater part of national 
output comes from medium-sized farmers. These farmers, as with all inves
tors, weigh the risks as they perceive them before making on-farm invest
ments -- the major component of total investment in agriculture. 
Sustained uncertainty abcut a government's intentions with regard to the 
distribution of land adds. to the risk of investment and can have a nega
tive impact on capital formation and production~ In some instances, 
continued uncertainty has led to disinvestment in agriculture by owner
operators and capital flight from the country. It follows that the 
more specific the plans and the more clearly defined the policies 
regarding land reform, the less likely the acceleration of disinvest
ment by land owners and, so, the lower the "cost" of the reform. 

Second, the introduction of a major land reform program usually 
disrupts the system of logistical support from the conunercial sector to 
the farmers. In most countrie~ in the world, there is a well-established 
link between commercial bankers and suppliers in the private sector and 
the larger agricitltural producers. This linkage is based on mutual 
interests and, often, on long-standing business association. The redis
tribution of land frequently leads to a breakdown of this system. There 
is often a long hiatus before the public sector can undertake the role 
previously filled by the private sector or the private sector adjusts to 
its new situation. Without an appropriate organization for the provision 
of inputs there will be a decline in productivity and a fall in output. 
Thus, the reduction of the costs of a land reform program -- in terms of 
production foregone -- depends on the rapid reorganization of the input 
supply system. 

Third, the nature of the organizations providing for both the 
supply of necessary inputs and the marketing of production surpluses is 
crucial in a post-reform period. There are many different forms of orga
nization: cooperatives, agricultural development banks, special credit 
institutions, marketing authorities, and the like. Whatever the orga
nizations that prevail, it is essential that they be designed specifically 
to ass ist the beneficiaries of a reform. In many instances, the institu
tions that have provided services in a post-reform period have continued 
with a bias in favor of larger size operations. Part of the reason for 
this is that these institutions have not been able to adapt their methods 
of operation to the needs of large numbers of small farmers. Unless this 
i :, d1 ,nP, L.he be neficiaries of the reform may not be in a position Lo 
incrARse their outputs. Indeed the appropriate organization of supplies 
and the evolution of a low-cost delivery system to reach small-scale 
p roducers is a sine qua non for sustained increased productivity. 

J• ', ,111·1.lt, Lbo ,·c, /~l'd t:11 LL1Lil.1L11,r , Wl1c:;;.J.'o Lc111Li .t'i;jl\.JL'Jn program.:5 11t1gl,L 

llt.H:l u aLLlµtation if they are to fulfi ll the objectives of development . 
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When land is fully utilized and yields are already high, there may be 
some question as to the impact of redistribution of land on productivity 
and employme~t. In this context, it is important to determine the 
reasons for high yields. In much of agriculture, most of the inputs are 
''divisible ," thus reducing the importance of scale of operations as a 
factor in raising productivity. There are some situations where high 
yields and efficient operations may be dlrectly associated with a 
system organized to function on a large scale (as in certain types of 
sugar plantations). The breaking up of such holdings may well reduce 
yields and lower output. A more realistic approach to obtaining wide
spread benefits would be to leave such operations intact and redistri
bute the profits from the enterprise. This can be done through taxation, 
by raising the wages of the workers, or -- as in Peru -- converting the 
operation into a worker-owned corporation and distributing dividends, out 
of profits, to the participating stockholders. 

Finally, land reform leads to structural changes within the 
agricultural sector. The post~reforrn structure will depend on the ideology 
of the government. In some instances, there will be an increase in the 
number of small-scale owner operations; in others, producers cooperatives, 
or communes, or large-scale state f~rms will emerge. The pattern that 
evolves may also be tailored tb fit the economic environment: the 
organization might be based on a system which can use surplus labor for 
direct capital formulation; other organizations (such as large-scale state 
farms) might be intended to save labor. Experience has indicated, however, 
that: 

(a) Government reorganization can generate enthusiasm and 
provide opportunities for mobilizing laborer~ but raising 
output depends on more than land and labor. There must 
be an appropriate supply of other inputs. 

(b) No matter what the structure, an appropriate system of 
management is necessary which enables the managers of land 
to make decisions in a timely fashion -- a most important 
condition in agriculture and one that is dependent on 
weather. This is a condition, however, that is often 
unfulfilled in rigidly controlled societies. 

(c) There must be an adequate system of incentives and rewards 
if there is to be an increase in productivity in agricul 
ture. This applies both to the agricultural sector as a 
whole and to the units in which beneficiaries of reforms 
are organized . Many communes, producer cooperatives, and 
other units of production have floundered over the dcve]op 
ing of a system that contains both equity and i ncentives. 
The creation of adequate incentives is particularly 
important i n a situation where labor is the major input. 
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Land reforms, although equity oriented, can be consi stent 
wit h all the goals of economic development: raising prqductivity, 
increasing employment, and providing wider equity. In the long run, 
land refonn ,need not lead to a reduction in marketed output or savings. 
Tenancy refonns can redistribute incomes and, through providing security' 
of tenure, can encourage increased on-fann investment. However, sus
tained increases in output depend on complementary investments and 
policies. The most important of these concern the organization and 
provision of an adequate supply of inputs for the beneficiaries and the 
creation of appropriate incentives to use these inputs to raise output. 
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Table 2.1 PRODUCTIVITY, EMPLOYMENT AND THE DISTRIBUTION 
OF LA.ND IN DIFFERENT COUNTRIES 

Fann GDP Farm GDP Employment Average Gini's 
Data per per per Holding Index of 

Country Year Hectare Worker Hectare Size Land Con-
(US$) (US$) (Hectare) centration 

Europe 
Greece 1961 424 848 0.50 3.18 .597 
Spain 1962 90 980 0.09 14.85 .832 

Central America 
Costa Rica 1963 83 951 0.09 40.74 
Dominican Rep. 1971 129 463 0.28 8.64 
El Salvador 1961 186 489 0.38 6.95 
Guatemala 1964 144 492 0.29 8.17 
Mexico 1960 22 569 0.04 123.90 
Nicaragua 1963 55 580 0.09 37.34 

South America 
Argentina 1970 18 1,903 0.01 270.10 .873 
Brazil 1960 14 285 0.05 79.25 .845 
Chile 1965 18 692 0.03 118.50 
Colombia 1960 67 663 0.10 22.60 .865 
Paraguay 1961 11 479 0.02 108.70 
Peru 1961 50 ' 477 0.10 20.37 .947 
Uruguay 1966 14 1,333 0.01 208.80 .833 
Venezuela 1961 31 925 0.03 81.24 .936 

Asia 
~na, Rep. of 1960/61 841 410 2.05 1.27 .474 

India 1960 172 141 1.22 6.52 .607 
Indonesia 1963 323 149 2.17 1.05 
Iran 1960 187 581 0.32 6.05 .624 
Korea, Rep. of 1970 1!085 377 2.88 o.85 
Japan 1960 1,720 1,188 1.45 1.18 .473 
Nepal 1961/62 352 138 2.54 1.23 
Pakistan 1960 240 249 0.96 2.35 .607 
Philippines 1960 250 200 1.25 3.59 .580 
Sri Lanka 1962 376 337 1.12 1.61 
Thailand 1963 166 137 1.21 3.47 
Turkey 1963 155 243 o.64 5,03 .611 
Vietnam, Rep.of 1960 35S 127 2,79 1.33 

Africa 
Botswana 1969/70 168 142 1.18 4.75 
Egypt 1960/61 681 360 1.89 1.59 
Kenya 1969 183 140 1.31 4.20 
Malagasy Rep. 1961/62 293 88 3,32 1.04 
Hali 1960 98 48 2.06 4,35 
Morocco 1961 144 295 0.49 4,62 
Senegal 1960 209 174 1.20 3,62 
Togo 1961/62 189 180 1.05 2.62 
Tunisia 1961/62 42 341 0.12 15.41 
Uganda 1963/64 167 198 0.84 3,29 
Zambia 1960 68 101 0.67 

Sources: Unless otherwise footnoted below, cois, i and 3 are based on FAO, 
Production Yearbook, 1971, pp. 10-11, 21-23, and col. 4 on UN, Monthly Bulletin of 
Statistics, XXVI, No. 4, Apr. 1972 and XXVII, No. 11, Nov. 1973. For currency 
exchange rates, see ibid, and IMF, International Financial Statistics, XXVI, No. 8, 
Aug. 1973. GDP in agriculture shown here includes, unless otherwise indicated, 
agriculture, hunting, forestry, and fishing. 
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Table 2 .2: AGRICULTURAL OUTPUT PER HECTARE & PER ~RKER 
BY FARM SIZE, LATIN AMERICA 

1 2 
Smallest Largest 
Sub-family Multi -family 

Count Year Farms Farms 
National Monetary Unit per Agric Hectare 

Argentina 1960 2492 3~ 

Brazil 1950 1498 170 

Chile 1955 334 41 

Colombia 1960 1198 84 

Ecuador 1954 1862 660 

Guatemala 1950 63 16 

(National Monetary Unit per Worker) 
Argentina 1960 40 192 

Brazil 1950 1197 8237 

Chile 1955 268 1171 

Colombia 1960 972 9673 

Guatemala 1950 74 523 

Source: Barracl9ugh and Collarte (1973), Table B-2. 

l 
Ratio 
Col. 1 to 
Col. 2 

8.2 

8.8 

8.2 

14.3 

2.8 

3.9 

.21 

.14 

.23 

.10 

.14 
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III. THE BANK AND LAND REFORM 

Changing Concerns 

The position of the Bank in regard to land reform has changed 
over the past decade, reflecting a reconsideration of the objectives of devel
opment and the most appropriate strategies for attaining these objectives. 
The objectives of development are now generally accepted to be the attainment 
of increased productivity and employment, and social justice. As has been 
pointed out, land reform can be consistent with these objectives and, in some 
situations, may well be a necessary condition for attaining them. 

In the early years of Bank operations, the focus was on pro-
viding adequate infrastructure for increasing agricultural production. In 
the early 1960s, the approach to agricultural development was widened to 
include the provision of rural crew. t and on-farm inputs. Problems of tenure 
were seen to have an indirect bearing on production, mainly because they 
influenced on-farm investment decisions and determined the efficiency of 
resource use, especially irrigation water. By the end of the 1960s, though, 
there ~as grow:ing concern abo~t distribution of income in the rural areas ar:rl 
the relationship between land distribution and income distribution. This 
was reflected in the Agriculture Sector Paper of 1972, which recognized a 
relationship between land distribution and equity. The paper stated: 

"In developing countries, land presents a much higher proportion 
of total wealth than in developed countries, and inegalitarian 
patterns of lando'W!lership are a mn.jor source of income in equality. 
Furthermore, the owners of land usu.ally possess political and 
economic power which can be exercised in ways that harm the 
interests of the bulk of the rural people." (p. 30) 

The pa.per goes on to affirm that: 

"It is clear that agricultural development cannot do all it might 
to improve rural life if the distribution of land ownership is 
highly skewed." (p.35) 

This concern has been reflected both in the technical assistance offered to 
governments (especially in sector survey and economic reports) and in the 
types and components of projects in t!E lending program. 

Technical Assistance 

The Bank has been concerned with problems associated with land 
distribution and land reform since the beginning of its operationso One of 
the first ma,ior economic s ur v8ys undertaken was of Colombia in 19550 The 
mission ident i.fied the pati,ern.'> of land use and land distribution by size of 
holding to be major obstacll~S to accelerating agricultural development. Large 
stretches of fertile land were held by large scale producers for livestock 
ra1slllg, while intensive a.gd culture was practiced by "minifundios" on land 
thrlt \,; :is Jeos sttited for crop product.ton. Tbe m1.ss1.on recomTTJf3nriAri to th•, 
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,:f"''~ 1u.,,,n -r, th at t hey introduce a gradua 'ved lan:l tax as a means of intensifyine 
l;i.rd use. A s ubsequent agr i cultural sector mission in 1956 confirmed that 
the sys tems of land t enure and ·land use we~e barriers to increasi ng output. 
This mission reconunended th at the govern~ent adopt a presumptive income tax 
to enc ourage a more productive use of land. 

The two mi ssions to Colombia were concerned with increasing produc 
tivity and intensi fying land use. The missions were not concerned with t he 
r 0di stribution of land as a means of encouraging greater equity, nor did they 
consider r edis t r i bution as a means of intensifying production. Rather, t hey 
took the view that the distri bution of land ·was a matter of national policy and 
int ernal poll tics and that the Bank -- as an external lending agency --
should adhere t o the existing policy and not advocate a rapid redistri bution 
of l and. I t did, however, recommend a vigorous policy of settlement on re
c laimed and cleared land. 

Si nce that time there have been missions and sector surveys i n almos t 
all t he countri es served by the Bank. Many of these have pointed to patterns 
of land control and insecurity of tenure as obstacles to rais:ing agricultural 
pro..i'.1ctivityo More recently, there is a growing emphasis on the problems of 
dis t -:-1.but ion of land and the rights to land as factors that influence equity 
as well as productivity. Thus, missions to Ethiopia and Morocco have drawn 
a ttent i on to t.lie relationship between the land tenure situation and the dist r i
buti on of benefi ts from growth. In Morocco, the ttlission emphasized. the 
poss i bili ty of r edistributi ng land as a means of increasing both output and 
equi ty. In Et hiopia, the problem was seen as one of uneven la..nd distribution 
and ins ecurity of t enu:re ; s ecurity of tenure was considered to be especially 
signi fie ant in t he light of t he di s : .ribution of potential gains from new 
technology being introduc ed i nt o the country. Landlords were finding it 
i ncr e~s 2-ngly profit~ble to di splace ~~eir tenahts as machine technology pr o
vi ded higher r eturns . 

De~pi t e this t::-end , r..in..riy r eports do not give appropri a te emphasis to 
issues r el ated t o l and reform and development. The Bank needs to be bett er infonnP•l 
about co.:.1ditions gover ning rights to land and related insti tutions in member 
coun t ries . Ho::-e ::,-2eds to be known about the disti"ibution of land, condi t ions 
go·;e:ning t ,:; .:; 3.ncy, an:1 t he polic i es a."ld programs instituted to infl uence the 
di.str i bnt i. on of lc..::id a:-id r ural inco?:ies. It is only through a thorough analysis 
of conditions wi thin n3mber count ries that the Bank will be in a position to di 8~ 
cuss policy opt io~s wi th member governments. At present, many reports still do 
not adiress t hese problems; hohever, new guidelines are being developed. which 
can f or m a basis f or discuss i ng t hese issues in a systematic way in sector and 
economi c r eportso 

Lending Operat i ons 

The .Bank ls l ending for agricult ural development has i nc r eased very 
rapidly in r ecent years . Loans and credits have been made to ~ountr ies w.i.~ . 
widel y differing s ocial a__nd politi cal structures. These have included s ocial i s t 
countries, such as Yugoslavia and Tanzania, as well as countries that fol low 
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capitalism, such as Argentina and Thailand. Loans and credits have been 
nade for agriculture operating under different forms of tenure--for konibinats 
in Yugoslavia, kibbutzes in Israel, individual holdings in India, cooperative 
production units in Tunisia, and group farmers in Ken;.rao Funds have also been 
provided for large scale livestock producers, large scale plantations and 
small scale producers; these have benefited absentee landlor~s, large land
owners, small landowners, tenants, and farm workers. On the other hand, the 
Bank has not been totally indifferent to structural and income distribution 
aspects, and the record shows an increasing awareness of the implications 
reflected in more frequent use of measures to improve them. 

Nevertheless, few projects have supported land reform as such. In 
general, external financing, whether multilateral or bilateral, has played 
a minor role in the financing of land reform programs. One reason for this 
is that the process of reform in itself may only require relatively small 
outlays of public funds, as expenditures for a redistributive reform depend 
mostly on the levels and fo!'ms of compensation that are set for the former 
land.owners. Public discussion of land reform financing is generally dondnated 
by this issueo When land is confiscated as part of a revolutionary process--
as it was in Mexico and Bolivia--there is clearly little if any public ex
penditure involved. Naturally, the compensation issue tends to be more important 
in countries such as Colombia and Venezuela where land is purchasedo Even so, 
the actual amounts involved are not substantial, especially where, as is the 
usual case, payment is mostly in bonds. It is estiraated that, in those La.tin 
American countries that followed non-confiscatoI'7 reforms, only some nine to 
fifteen percent of their total reform-related cash budgets went for lando'Wl'ler 
compensation--though in other cases the figure could be much higher. 

Compensation paid for land is a "transfer payment" from the public 
sector to the landholding groups. Without doubt, compensation can have 
serious implications for income distribution, conswnption, and investment--
but it does not of itself create any new productive cap~bilities in the country. 
Partly because of this, international lending institutions have refrained 
from using their resources for finan~ing land purchase. It has been suggested 
that the international agencies might guarantee bonds issued to compensate 
landlords. If financing were to be through international maintenance-of-value 
guarantees of bonds and for compensation, this would have the paradoxical 
effect of giving land bonds greater stability than that enjoyed by the 
currencies of issuing countries. 

The Bank has provided general support for at least one far-reaching 
land reform program. This was in Tunisia where the Bank provided a loan of 
US$ 18 million intended to back a major agrarian reform relating to former 
French-owned estates, which occupied the most fertile land in that country. 
The nationalized land was to be converted into 11uni ts of production" which 
were to be farmed on a cooperative basis; each unit of production was to be 
self-financing and., inter alia, was to -pay a guaranteed minimum cash wage to 
the workers out of the farm profits. However, the scarcity of trained man-
power and the rapid pace taken in establishing new cooperatives made it difficult 
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for the production units to start on a sound basi s and generate a l arge enough 
cash flow to meet their objectives. In addition, the system had built ir. 
disincentives because wages were not paid according to work. The Bank success
fully pressed for substantial improvements in conception, design, and imple
mentation of the agrarian reform. It was unable, however, to influence the 
major political decision to either talce all the land in Tunisia under state 
management or put it all under the control of cooperatives. The extension of 
reform strained the limited administrative capacity and the reform program 
collapsed. Smallholders opted for private farming and were supported by land
owners who resisted the takeover of their lands. The Bank subsequentJ.y cancelled 
half of the loan. 

The problems encountered in financing the Tunisian program underscore 
some of the diff'i.culties in lending for reform-related projects. The financial 
viability of these projects depends to a great extent on the managerial capacity 
of the beneficiaries of the reform and the development of an efficient service 
system for them. Very often the managerial capacity of the beneficiaries may 
be untried; the agencies created to deliver the inputs are usu.alJ.y new., have 
limited technical capacity, and are of questionable financial viability • 
.Furthermore., as has been pointed out previously., these institutions often 
provide inputs formerJ.y provided by the private sector, and the whole delivery 
system changes from one based on the prof'i.t motive to one based in the first 
instance on social considerations. This directly affects their financial 
viability., especially in that cash flows generated by reform projects tend to 
be less immediate than in other projects., and many investments in social overhead 
are not self-liquidating in t~e short run. 

Another Bank project prov~ded direct financial assistance to facilitate 
the implementation of land reform as part of the lilongwe development scheme in 
Malawi. It was recognized during preparation of the Lilongwe Project that there 
was an opportunity to change the existing land tenure pattern of custor.iary right 
of usufruct. The need for change to a more secure and lasting tenure system 
was evident as almost all uncultivated land had been taken up; individual 
holdings were of the order of about five acres per family, and fragmentation of 
holdings had occill'red on a substantial scale. Five acres was deemed to be the 
w.i.nimum holding size capable of providing a family wi.th subsistence at present 
levels of technology. As a consequence., the Malawi Government introduced three 
Acts of Parliament which provided for the allocation, consolidation., and regis
tration of holdings, and the issue of either family or individual freehold titles ~ 
T'nese Acts also provided for the regulat ion of the subsequent sale, mort.gage, 
or transfer of registered land through the establishment of Land Boards. To date 
sone 200,000 acres have been allocated and titles issued on 6o.,ooo acres. IDA 
credits are being used for the land survey (both topographical and cadastral), 
the provision of allocation and registration staff, vehicles., equipment., and the 
construction of housing and a land registry. The amount involved will be 
approximately US$ 1.0 million by the end of the second phase. The Lilongwe 
project indicates that Bank assistance can play a role in assisting governments 
in the "mechanics" of land reform and in the drafting of legislation. 
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There have been a nwnber of other projects financed by the Ba.~k 
that have involved some change in distribution of land or in tenurial rights 
within the area encompassed by the project. These include projects for land 
settlement, outgrower schemes, irrigation, and rural credit. 

Land Settlement 

The Bank has financed a number of settlement projects in which 
infrastructure was made available together with other services for families 
settled in the project area. Table J.1 gives information on ten projects 
located in Brazil, Colonbia, Ethiopia, Kenya, M:ilawi and Malaysia. Seven 
of the projects were established on public land and so did not involve any 
change in the size distribution of existing holdings. Thus, settlers were 
allocated holclings of from J or 4 hectares in Malaysia to LO hectares in Brazil. 
Each holding was deemed adequate to provide a livelihood and full employment 
for the settler and his family. 

There are severe limitations on settlenent as a means of reaching 
large numbers of landless people or relieving pressures on Lmd. Though the 
costs per family in a settlenent project can be ~isleading, the data in 
Table 1 indicate the limitations on settlement projects--as presently conceived. 
The ten projects were intenced to settle no more than 35,000 families; the 
total cost was e:>..J>ected to be $190 million with Bank contributions al.most 
half that amounto The capital requirement of more than $S,000 per family 
limits the prospects of the approacho Clearly, the whole approach to capital 
intensive settlement requires reexamination in the light of the magnitude of the 
problem outlined in Annex I of this paper. 

Outgrower Schemes 

PI·evious mention was made of the problems of distributing t.,·1e gains 
from plantation development. ( Page JO) It was suggested that benefits be 
distributed through the raising cf wages and_ the payment of dividends to the 
workers. In this a~ea the Bank has made a substantial contribution toward 
a novel form of tenure through the development of 11 outgrower" schemes. These 
schenes involve the production of\ tree crops on smallholdings rather than on 
J.arge scale plantations. These smallholdings are established around the central 
nucleus of either a processing plant or a plantation. The central unit provides 
technical assistance, inputs, and marketing services for the outgro~~rs who, in 
turn, sell their products through the central organization. 

The Bank has participated in nine such projects--at a cost of 
$12S million of which the Bank has cont~ibuted $68 ~illicn--affecting some 
120,000 families a These have included tea projects in Kenya, Uganda, Hauri tius 
and Indonesia, rubber in Malaysia and Indonesia, cocoa in the Ivory Coast, and 
oil palm in Nigeria. The average holding in each project has ranged from 10 
hectares in Senegal to an acre in Kenyao In the main, the size of holdings for 
outgrowers is small, although large enough, under labor intensive cropping 
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systems, to emplo:, a f'amil:, and produce enough of a high unit value commodity 
to yield an income well in excess of that earned by producers of staple com
JllOdities who have similar sized holdings. While this system has made a 
valuable contribution toward establishing viable smallholders, it is only 
effective when there is a commodity that c:an be handled through a central 
processing system. 

Irrigation 

The Bank has invested. some $1.45 billlon 1n irrigation, flood 
and drainage projects. While these projects covered m.&llT facets of water 
s~orage and distribution, most were intended to improve the use of water 
and bring more land into intensive production. To this end the Bank has 
worked with various governments in determining the most appropriate size 
of holding for the beneficiaries of each project. For example, eleven 
projects costing $342 million (incorporating a Bank investment of' $190 
mi llion) are expected to improve 810,000 hectares and benefit more than 
,oo, 000 families • Average size holding in the irrigated areas ranges 
from 10 hectares in Iraq to one hectare in Korea, Sri Lanka and Pakistan, 
or an average 1.6 hectares per fami~ over all the projects. 

In D1&I!1' instances, irrigation projects are subject to special 
regulations or laws regarding the size of holding that can be held by 
the beneficiary. Thus in Mexico, the Bank-sponsored projects have con
formed to the law which limits the size of irrigated holdings to a maxi
mum of 10 hectares. Elsewhere, problems have arisen because there is no 
legal provision regarding size of holding or because the law has been 
ignored. In some instances the Bank has insisted on special legislation 
giving tenants security of tenure. But in practice the Bank has found 
this difficult to enforce, and Governmen1,s have not cooperated~. 

Rural Credit 

While in itself farm credit is an important instrument for 
reaching particular size groups 1n agric-..ilture, access can be restricted 
by tenurial arrangements if lending criteria specify that registered 
larid titles be used as collateral for borrowina. Bank projects have 
provided more than $1.0 billion for rural credit. Most of these re
sources have aided larger commercial producers, though in recent years 
there has been a pronounced trend toward lending for smaller producers. 
By the end of 1973, an estimated $2SO million had been allocated for 
small farmers. 

In aoa instances the Bank has made loans on condition that 
the re:ipient government take steps to ensure that the intended benefi
ciaries do indeed gain from the investment. However, in several instances, 
the governaents concerned have not f'ulfilled obligations regarding the 
provision or securit7 for tenants or tho allocation of land to low-income 
groups. In other instances, governments have failed to implement conditions 
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provided for by existing legislation on rights to land; or they have 
failed to introduce legislation which would have met the conditions 
specified in the loans. This highlights one of the major dilemmas 
confr onting an international lending agency concerned with promotion 
of land reform as an instrument of economic development. That is, to 
what extent can the Bank influence the course of events regarding dis
tribution of land, and income from the land, in the sovereign states 
that are members of the Bank? 

Major Policy Options 

The Bank has to recognize that its leverage is limited as it 
seeks to redefine its position with regard to land reform. Using Bank 
finance to gain a developmental impact through land reform involves 
highly complex issues at the project level, and the potential for using 
Bank influence to press or even force the issue of structural reform on 
member countries is severely circumscribed. Such political decisions are 
not amenable to ready negotiation with the governments in the same way 
as are other institutional questions -- such as, for instance, the setting 
of public utility rates. 

The Bank would seem to be left with only two options. First, 
in those countries interested in pursuing land reform the Bank can give 
support in the form of technical assistance and finance for reform related 
projects. It should give overt priority in lending to those countries and 
projects which meet land reform criteria. Second, in those countries where 
there is no government interest in land reform the Bank should: (i) study 

· the situation in all cases; (ii) call the attention of the govermnent to 
the problems associated with the existing tenure system, and enter into a 
dialogue on the subject; (iii) support land refo~ proposals when they are 
made officially; and (iv) not lend for projects if tenure arrangements are 
so bad that they frustrate the achievement of Bank objectives. These options 
are reflected in the policy guidelines provided in this paper. 
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Table 3.1 

COSTS OF SELECTED SETTLEMENT 
PROJECTS FINANCED BY THE WORLD BANK 

Estimated 
',otal Numbe r of project Average 

project Bank Md IDA Finance faJnilies_g/ costs per farm 
Country Project costs Amount Loan or Date to be family 1:./ size 

(US$n .) (US$n.) credit settled (US$) (ha) 

Al to Turi Land 
2,42# Settlement Project 12 .6 6 . 7 loan 1972 5,200 uO 

Brazil 

Atlantico No. 3 
6128& u. oll Irrigation 15.7 9.0 loan 1967 2,500 

Colombia 

Second Atlantico 
DeveloJ!!!ent 9.7 s.o loan 1972 1 1800 5,389 11 
Caqueta Land 

6 13ooJ/ na. e; Colonization 21.6 8.1 loan 1971 3,429 

Wolamo Agricultural 
2,32511 3.5 1969 1,050 2,214 6 Project credit 

i.:t.hiopia 

Rev . 
Kenya Land Settlement 303KE 

and Development 6.9 3 .9 credit 1969 5,200 1,327 14.3 

Malawi Karonga 
Rural DeveloPment 7.8 6 .6 credit 1972 2 18JO 2,756 6 

Malaysia Jengka Triangle 29.1 14.0 loan 1968 2,770 10,505 4.8 

2nd Jengka Triangle ul.O 13.0 loan 1970 3,000 13,667 4~ 

)rd Jengka Triangle 43.3 25 . 0 loan 1973 h,000 10, 8.?£ lf•2 

Source : World Bank and IDA, Appraisal Reports 

]j $2.730 million used for agricultural development on highlands are ~Y.cluded from the settlement cost. 

'i_/ Except for Kenya, figures represent goals rather than actual state of settlement. 

J/ Includes 2,800 new settlers and 3,500 partially established settlers. 

Settlement 
on 

public land 

INCORA land 
(invo lved 
appropriation 
of private 
land) 

J2Ublic land 

European-
owned land 

public land 

public land 

public land 

public land 

1:./ Project costs as estimated in the Appraisal Reports do not necessarily reflect total economic costs of settlement. 

2/ The cost to the government is US$1, 700 per family settled. This excludes expenditures on health, education, 
research and related studies. These cost expenditures are now under reView and expected to be considerably 
higher than the originally anticipated. 

The cost per small fanner settled is estimated to be US$17,000, whereas the cost per middle-size farmer remain.in& 
in the project area is $100,000. See World Bank, Oper~tions Evaluation Report: Colombia, VI (Preliminary Draft), 
October 31, 1971, p.198. 

l l The original goal was to settle 2,500 landless peasants and develop 9,900 hectares. The project is two years 
behind schedule. 

§/ Although 2,800 new settler fa:rr.~lies are scheduled to be settled on some 280,000 ha, no data on the fann size of 
3,500 partially esta,)lished settlers a:·,~ £iven. 
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CONTEXT OF LAND REFORM 

Population to Land Ratios 

The total land area of the globe encompasses some 13,393 
million hectares made up of 1,457 million hectares of cropland, defined 
as arable land and land under permanent crops (10.8 percent); 2,987 
million hectares under permanent pasturage (22.8 percent); 4,041 milli on 
hectar es under other uses (36.4 percent). Of the arable land, approxi
matel y 31 percent is in Asia; 19 percent in North and Central America; 
16 percent in the USSR; 15 percent in Africa; 10 percent in Europe; 
6 percent in South America; and 3 percent in Oceania. 

The world's population was estimated to be approximately 
3,617 million in the early 1970s. This represents an average of 3 .9 
hectares of land, or close to 0.40 hectares of cropland, per person. 
The worl d's agricultural population -- defined as population depending 
on agriculture for its livelihood -- is estimated to be 1,851 million, 
or 51 percent of the total population. On the basis of the global 
figures t here is an average of 0.88 hectares of cropland per person in 
agriculture. 

The r elationship between population and land in all major 
regions and for 50 selected countries is shown in Tables 1 and 2 res
pectively. Among other things, the tables reveal that: 

(a) More than 70 percent of .all rural people live in Asia, 
which has approximately 31 percent of the world's crop
l and. The ratio of agricultural popul ation to cropland 
in Asia is the · lowest among all the ma.ior regions, averag
ing 0.)5 hectares per person, Together, the People's Republic 
of China (Mainland China) and India have an agricultural popu
lation of close to one billion, while Indonesia, Bangladesh, 
and Pakistan have a further 180 million. Of the Asian coun
tries, Burma has the most favorable ratio of cropland to rural 
population (l.08) followed by Pakistan (0.69), Malaysia (0. 57), 
and India (0.44), as compared with Indonesia (0.22), Mainland 
China (0.19), Bangladesh (0.16). The least favorable ratio i s 
found in South Korea and the Democratic Republic of Vietnam 
(North Vietnam) (each with an estimated O.lJ). It is notable 
t hat Taiwan and Japan have ratios of 0.14 and 0.26 arable 
acres per person in agricul ture; Japan being the only 
developed country with such a low rati o -- well below 
t he 1 .63 of Europe and 5.02 of North and Central Amer i ca . 

(b) South America accounts for 4.0 percent of the world's 
agricultural population and 5.8 percent of the worl d' s 
cropland. Although 13 percent of the land area of t he 
world is in South America, almost half of tha t a1·ea i s 
in forests and woodlands, 20 percent is in pasturP1and 
and only bet ween 5 and 6 percent i s jn cropla11d . lk,w()vr· r·, 
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as only 39 percent of the population is in agricul
ture there is an average of 1 .14 hectares of arable 
land per rural person. Argentina and Uruguay have high 
ratios of agricultural land to rural population, the 
most favora~_e ~n the developing world (7.03 and 4.04 
~espectively). Venezuela, Chile, Bolivia, Mexico, and 
Cuba have ratios of more than one hectare per person 
in agriculture; Brazil, Colombia, Peru and the crowded 
Central American Republics have ratios of less than one 
hectare per rural person; Haiti with 0.10 hectare per 
person in agriculture appears to have the most unfavor~ 
able ratio in the world. 

(c) Africa has 13 percent of the world's rural population and 
occupies close to 15 percent of the world's cropland with 
an average of 0.90 hectares of cropland per person in 
agriculture; 67 p'ercent of the population depends on 
agriculture, a higher proportion than in any other region. 
The most favorable ratio in tropical Africa appears to 
be in the Ivory Coast with 2.22 hectares per person in 
agriculture. Uganda, Ghana, Nigeria, and Zaire have 
between close to 0.50 hectares and 0.70 hectares per 
person in agriculture. Rwanda with 0.21 hectares per 
person in agriculture is one of the handful of countries 
in tropical Africa that has a pressure on land resources 
that is greater than the average in Asia. 

The above brief summary indicates the wide range of differences 
that prevail with regard to population densities in the rural areas in 
different regions and among various countries of the developing world. 
These data indicate that, by and large, it is the countries with a high 
proportion of population in agriculture that have the less favorable 
ratios of population to land; they are also among the poorest countries 
in the world. Further, these are also the countries in which population 
is increasing at a rapid rate . and where raising agricultural output is 
perhaps most difficult. 

Population and Production 

The proportion of population in the rural areas of developing 
countries, while declining relative to total population, is increasing 
in absolute numbers. Despite rapid migration out of agriculture and 
the explosive growth of certain areas, there has been an increase and 
even an accelaration in the rates of growth of the rural population 
in all regions of the world other than Africa. Table 3 shows the trends 
in rates of growth between 1950-60 and 1960-70, with overall growth rates 
rising from 1 .9 percent to 2.1 percent and the largest ' regional rate of 
increase being the rise from 1 .8 percent to 2.1 percent in the Far East. 
(where rural population is already very dense). 
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The increasing number of people has added to the population pressure 
on the land. Historically, this pressure has been relieved through the 
expansion of a creage along a frontier of cultivation. Indeed it was the 
expansion of the frontier in the new lands of North America, Argentina, 
South Africa, and Australia that helped relieve population pressure in 
the first period of generalized population growth in the late eighteenth 
century . It was in these areas , where population growth was swollen by 
an influx of migrants, that there were rates of population increase that 
compare with the rates today in many of the poorer countries. However, 
since the frontier is fast disappeP..ring in most of the poor countries of 
today, so are the opportunities for low-cost expansion of acreage under 
cultivation. The changing situation is difficult to document at an 
aggregate level, but Table 4 gives some perspectives on trends in expan
sion of cropped areas and production. 

The rate of expansion in acreage fell, in the aggregate, between 
the 1950s and the 1960s. The only exception is Lat in America where the 
acreage under cultivation grew from a rate of 1 .8 to 2.5 percent a year; 
the r ate of increase in expansion of acreage slowed down in all other 
arerts, halving in the Near East from 2.2 percent a year to 1 .1 percent. 
When the rates of growth of population are compared with rates of 
increase in acreage under culi ivation, it appears that rural population 
was increasing at around the same rate as the cropped areas during the 
1950s, but i nc r eased more than one and a half times as fast as the cropped 
area during the 1960s. 

As is shown in Table 4, production increased at the same rate 
during the 1950s and the 1960s. A consistent rate of increase in output 
with an increasing rural population indicates a decl ine in the rate of 
growth of output and incomes; from 0.9 percertt per annum in the 1950s to 
0 . 7 percent per annum in the 1960s. At the same time as average per 
capita income was increasing at a declining rate, yields per acre rose 
very moderately -- in this instance an increase of around 0.4 percent 
a year between the 1950s and 1960s. 

The increase in population and slow expansion of the area under 
cultivation have worsened man-land ratios. The worsening of these ratios, 
arising from constraints on the low-cost expansion of .acreage under 
cultivation, makes it increasingly difficult to accelerate rates of growth 
of output and income in agriculture. This is becaus e raising yields 
requires a higher level of technology and management compared with increas
ing output or expand1ng acreage under cultivation. It is only in recent 
years that there has been a concerted effort to develop technologies to 
raise yields of staple crops grown in the developing areas. Hitherto, 
these efforts have been confined to a handful of crops and the successes 
attained have been limited to a relatively small area of the developing 
world. There are some fortunate countries, such as Nigeria, that have 
some land resources available for future development through expansion 
of acreage under cultivation. But many other countries have little or no 
\LDused land and so the situation is correspondingly worse. The emphasis 
in the latter countries will have to be placed increasingly on raising 
yields per hectare . 
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The increasing pressure of population on the land highlights 
the issue of absorptive capacity in agriculture. There are considerable 
opportunities for increasing employment and production in agriculture in 
most of the developing countries. This applies to the more densely 
populated re'gions as well as to others. Table 5 shows the startling 
dif ferences in input of agricultural labor and output per hectare in 
developing count ries of Asia on the one hand and in Japan on the other. 
Japan is a country of small holdings and has approximately two workers 
per hectare with an average output of $397 per worker and $762 per 
hectare. Several other countries have a higher ratio of workers to the 
land than Japan. One countYf, Malaysia, has a higher output per worker 
in agriculture than in Japan. However, the point to be emphasized is 
that if the level of labor intensity of two workers per hectare pre
vailing in Japan could be attained in countries such as Pakistan and 
India, the agricultural sector in those two countries could absorb all 
the labor force expected by 1985. This kind of labor intensity is not 
likely to be reached, however, , because of the smallness of the irrigated 
area in Pakistan and India, and other constraints related to technology, 
resource base, land tenure, and capital formation in these regions. 

It is reasonably clear that whatever is done vill only partially 
satisfy the ever-rising demands for work and income in the many less
developed count ries that are faced with the general problems of high 
population growth, low incomes, and increasing unemployment. With 
very few exceptions, the poverty and unemployment problems of the less
developed countries are unlikely to have any long-term solutions that 
do not include a reduction in population growth, urban as well as rural. 
Nonetheless, even if effective birth control could be introduced over
night, there will still have to be special and possibly extraordinary 
measures to satisfy the expanding demands for work and income from 
today's children. Such measures include those related to land reform. 

Distribution of Land 

The ratio of population to land tells us nothing about the 
distribution of the land among the rural population: count ries with dense 
rural populations can have a more even distribution of land than countries 
with sparse populations. The most recent data on d~stribution of holdings 
by size is given in the world-wide census of agriculture held in the early 
1960s . This covered 83 countries, including all of the larger countries 
that are members of the Bank except Nigeria, Romania, Ecuador, Bolivia 
and ltfghanistan. 

The census provides a brea~down of distribution by size of 
138.3 million holdings in the 83 countries. There is also a breakdown 
of the distribution of land and cropland by size of holding for 64 
co'J.Dtries (which account for all but 9 percent of the land in the 83 
countries covered in the census). Table 6 combines the two sets of 
information to give an indication of the distribution of land and crop
land by size of holding. 
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The i nformation in Table 6 shows the foll owing: 

(a) 53.9 million holdings, or 39 percent of all holdings 
are under one .hectare in size; if the patter ns in the 
83 countries is the s ame as in t he 64 countr ies for 
which there are data on distribution of size and dis
t ribution of land,then these holdings occupy 1 . 1 percent 
of the land area and 3.4 percent of the cropland. 

(b ) 109 mill ion holdings, or 78.8 percent of all holdings , 
ar e less than 5 hectares in size; based on the same 
assumption as above,these holdings will account for 
approximately 6.8 percent of the land under farms and 
20.7 percent of cropland. 

(c) One million holdings of 200 hectares or more r epr esented 
less than 0.8 percent of all holdings in th'e 83 countries; 
i n the 64 countries surveyed,fartns of this size group 
accounted for 66 percent of all land under farms and 
nearly 25 percent of all cropland. 

The dat a confirms t hat, when viewed in the aggregate, the dis
tribution of l and and cropland is highly skewed. If the distribution of 
holdings by siz e in 84 countries represents a global picture, and if the 
distribution of 91 percent of the land reflects the pattern of dis tri bu
tion of all t he land, t hen: holdings above 50 hectares in size, which 
represent 3.2 percent of all holdings, account for 78.8 percent of the 
farmland and 45 .3 percent of all the cropland, i.e., roughly 3 percent 
of all holdings (in the aggregate) accounts for slightly less t han half 
of the arabl e land and land under permanent crops and more than three 
quarters of al l land under farms. Conversely 97 percent of all holdings 
accounts f or less than one-quarter of all land under farms and slightly 
more than half of the area under crops . 

The i nformati on on distribution of holdings by size r ef ers to 
the 83 countrie s,both developed and developing, covered by the census. 
There wer e an estimated 16 million holdings of l ess than 5 hectares in 
the developed world: 6 mill ion in J apan and 10 million in Europe . Thus 
there were some 122 million holdings in the l ess developed count r ies 
of which some 92 million were less than 5 hectar es in size ; appr oximately 
half of these holdings were l ess than 1 hectare and the remainder were 
between 1 and 5 he ct ares i n size. 

It is safe to conclude that t here are well i n excess of 100 
million holdings of less than 5 hectares i n t he developing world at the 
present time . This concl usion i s derived as follows : the 1960 census 
indi cated there were approximately 92 million smallholders in deve
loping countries , excluding t hose in Nigeria, Afghani stan, Ecuador and 
llolivia. ToeeLt1Pr , Rt the tjme of i,hf' cPrnrns, the,c,e co1mi,ries hArl .::i11 
. ,;•., · ,,·,,11 .,1,·r ,I l• '· f"il 1tl . lu11 .,,1L1111111,«•l 1.•, l ,H 1• 1,;t:Sti 1,(1 , ;,, ,111ll i• 111 pi:-'uj,lt-, 1 11 

1'1 ,,, ; II ir, r, f;,ml I jr:o, mo r: t, rif \,/h()t '1 w1 , ,·, , f' : ,, ·mi rll{ 1,n ,,,,i 1.ci , , f' lnnp LI""' , ; 
1,c. ,,I ;.., r , , l t, : i?r>. '('l 11 ir1 I l \1 1 lll!-:ltly l \l, c1ly Ll ll.ll lhr'l 'tl Ws:>re aJ.r ady 
, !11 ,, e t,u 1 uu million holdings of less than 5 hect;.i.rrP. in 1 qfin . 'RC' l.,r"rn 
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1960 and 1970 the agricultural population in the developing countries has 
increased by a reported 190 million persons, or by more than an estimated 
35 mil lion farm families. Preliminary indications are that there has 
been an incr ease in fragmentation of holdings in many of the more densely 
populated countr i es as well as,in those cot:.ntries that have skewed dis
t r i bution of land. Consequently, it is safe to assu.me that the census 
f orthcoming in the 1970s will reveal that there are well in excess of 100 
million smallholders in the developing world;in all probability, more 
than half of their holdings are less than one hectare in size. 

The 1 960 census data also provided information_ on holdi~ by size 
and l and area for different regions and countries. The most comprehensive 
regional and national analysis for the 83 countries deals with holdings 
of one hectare or more in size and pertains to 84.4 million holdings 
cover i ng 2,242 million hectares. Obviously, this is not complete coverage, 
excluding, as it does, holdings of less than one hectare. However, it 
does provide insight into the patterns of distribution of holdings within 
the major regions. The results are summ.arized in Table 7. 

The analysis indicates the vast dii'ferences in patterns of land 
holding and distribution of land between Asia and the other regions. The 
contrast between Asia and the .Americas is highlighted by the fact that 78 
percent of the holdings larger than 1 hectare in Asia are less than 5 
he ctares in size and occupy 40.7 percent of the land; the 36.4 percent 
of holdings in South .America and 23.4 percent in North and Central America 
t hat are less than 5 hectares in size occupy only 1 percent and 0.5 
percent respectively of the area under farms in these areas. Only 
9 percent of the area in Asia is in holdings of more than 50 hectares, 
as much as 34.7 percent in Europe and more than 90 percent in North and 
CeDtral America, South America, and Oceania, was in farms of more than 
50 hectares in size. 

The data for Africa as presented in the census are misleading. 
This is because the 1960 census had poor coverage of that continent with 
the data on the distribution of holdings by size and acreage for the 18 
countries surveyed heavily weighted by the results in South Africa and 
Southern Rhodesia, and the confining of measures in Zambia to European 
holdings and in Tanzania to commercial holdings. If these are excluded 
from t he sample then the land of under 5 hectares held by smallholders is 
much more than 50 percent of all land. 

The analysis of distribution of holdings by size on a regional 
basis points to the highly skewed distribution in the .Americas; the 
pattern of holdings in the eight major countries in Latin America helps 
explain this, as shown in Table 8. The information confinns that a very 
high proportion of all land -- ranging from 84 to 97.5 percent -- in the 
8 countri es i s held in holdings of more than 50 hactares in size. At 
the ot her end of the spectrum only 5 percent of the land in the 8 count r ies 
i !~ i n holdi ngs of less than 5 hectares (even though these hold:1n s o nni.i --' 
l.1i L1 · l >t: Lwcen 14 p t:rcent and 74 percent, of a.11 holdings). 
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A further partial rrieasure of concentration of holdings is 
given by the Gini coefficie~t -- an index of concentration based on 
the departure of an existing pattern of holdings from an even distri
bution, as revealed by a Lorenz curve. The Gini coefficient has been 
estimated for 31 countries which have been grouped into three categories, 
as shown in Table 9. As can be seen, the Gini coefficient indicates a 
high concentration in six South .American countries included in the sample; 
on the othe r hand countries such as Taiwan, Canada, Japan, and Sweden 
have a low concentration of holdings. Clearly there is a wide range in 
the distribution of holdings by size in different parts of the world. 
The most skewed distribution appears to be in Latin .America where there 
is a relatively low rural population density; at the same time the dis
tribution of land appears to be rrmch less skewed in many areas with a 
very high density of population, notably Asia and Europe. It is of 
special interest that two of the countries with dense populations and very 
little concentration of land holdings are Japan and Taiwan. · 

The distribution of land by size of holdings is 11 a geographical 
phenomenon" and must be interpreted with caution in a socio-economic con
text. The distribution of land may indicate little about the international 
distribution of wealth or income -- 5 hectares of irrigated land in Japan 
would most certainly yield an , income well in excess of that yielded by 
100,000 acres in parts of Northern Australia. Similarly, within countries, 
t he pattern of distribution of land may not reflect the pattern of dis
tribution of wealth or the socio-economic conditions that prevail in a 
given country -- two hectares of irrigated land in the Medjerda Valley of 
Tunisia, producing tomatoes, yield a far greater income than do 1,000 hec
tares of land used for sharecropping in the semi-arid parts of Tunisia's 
central area . 

The caveats on quality of land and ecological conditions govern
ing land-use patterns must be borne in mind. The evidence presented here 
(and elsewhere) indicates, however, that most of the agricultural land and 
cropland is concentrated within a relatively few holdings. It also indi
cates that the greatest skewness in distribution is in the .Americas, and 
that this skewness is by no means confined to Latin .America. 

Tenants and Farm Laborers 

The distribution of holdings by size and population densities 
indicates nothing of t0e status of those who hold the land or the numbers 
of landless. There are only limited data on these; Table 10 shows some 
available information on the number of renters and sharecroppers in 15 
countries and the percentage of farms and areas of farmland they occupy. 
Table 11 indicates landless farm workers in 12 countries. 

This limited sample indicates that renting and sharecropping 
i 1~ win (')spread i.n alJ. the ma jor regions of the world. Jn countries mir.h e.~ 
:~o ut,h Vletnam, Ir·a.n, 11nd b:v..Y11-t,, ir1JH't.1 l.he.n two-t,lil1·dri of t,t,r, fu, ·rtw, 1,1101 ,i,,v1,,,,., 
r J'!ri ,,, ,, ,., : th:,n h:, If' , , ,· 1.h•: I :,11rJ 

I 
n r•r, f' : ,1•rr1qt'I lr.v 1, c;i r it ,r,l ,r, <ii ' hhur •c:,tl t '••1 •J•"'l't>. 

•,., , . . r,,· , In q l \1r. 1· ,., 111111 l n: 1,. n11 , •l1 :i: · tll1:dn111nl<1 /l lhl '1'11111 :: 1 :~ 1 l•:1!~ {,hdtl ~ 

· : ··''' 1,-, 1 , , ( tht-: J' ; u ·111 ;-, ,,n, 1·, ,111.,.,cl " '' :111.-l l't,cro_µp ~d. All ln a l I, .1n Lile 15 
, · , ,1111l .1· 'i, ·: ; ,, out. ell' It ' 111 i 11 iuu 11Pldi11~!l there arc cJ0se to 29 mil}jon renters 
., riJ ::hc1recroppers . 
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Renting or sharecropping of land is a common practice in 
~,·: r,r. devcl opr:::d a.?"1d dc-,eloping countries . In some parts of the world 

• · i E'1',s 0f tt10se who rent land are protected by l aw or custom and 
rE:nters enjoy the same working conditions as owners of land. In other 
areas , howe•.rer, renter s and sharecroppers are in a very tenuous position 
when it comes to negotiating arrangements with landlords, and they 
corrunonly give as much as half their output in return for the use of 
land and services provided by the landlord. 

The conditions that govern rental agreements and crop-sharing 
arrangements differ throughout the world. In most developing countries, 
where there is widespread tenancy, there is heavy dependence on the land
lord -- usually an absentee landowner -- for the provision of purchased 
inputs . Another widespread characteristic is the absence of written 
registered agreements governing the conditions of tenancy and the rights 
of tenants (even though there may be laws stipulating what these 
should be). Tenants and sharecropper;typically operate under conditions 
of great insecurity and are in a weak bargaining position vis-a-vis the 
landlord. Frequently, the tenants are among the lowest income groups in 
agriculture. The insecurity of tenants has been highlighted by their 
displacement on short notice when technological change has made it more 
profitable for landowners to mechanize their hoidings -- as has happened 
in India, Pakistan, and Ethiopia. 

Landless Workers 

The number of landless farm workers in the developing countries 
i:, increas ing. There are approximately 100 million farm wage workers 
( jncluding family members and heads of families with very small land
holdings) in the 22 countries for which data are provided in Table 11. 
This f igure includes an estimated 47 million in India alone -- about 32 
percent of the active population in agriculture. There are about 10 
million such workers in Latin .America. Even in Argentina and Uruguay 
(with only 15 percent of the active population depending on agriculture) 
more t han half of the workers are essentially landless. In the remaining 
countries of the region, the proportion ranges from a minimum of about 
one -fourt h in Honduras and Brazil to a maximum of approximately two-thirds 
in Chi le. 

There are almost no reliable estimates of the unemployed in 
t.he rural areas. It is usually assumed that. the labor force subsists off 
, .. holding and joins in some arrangement with the extended family whereby 
j t :,hares work and output. The emergence of a landless wage-earning 
c 1 ;.,s s confirms that there is a growing rural labor force that has to 
re Ly on work outside the traditional sectors for its livelihood. This 
g rnup is increasing in size and the provision of employment for what is 
,d ready a large rural proletariat may well be one of the greatest challenges 
L1cing national governments in the future. 

There is a vast amount of underemployment in the rural areas of 
most countries of the world. The nature of this underemployment has been 
rl.i scus sed elsewhere. At this juncture, i t should be pointed out that the 
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redistribution of idle land can provide added employment, but that the 
prospect is limited for redistribution of land providing full employment 
for all the resent and ro ective ulation in the rural areas of 
densely pop ated countries. S ructur c anges within agriculture can 
help alleviate underemployment and open unemployment, but the problems 
of reducing nation-wide unemployment have to be seen in a national rather 
than a sectoral context. 
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Table 1: RE3IONAL DISTRIBUTION OF LAND, CROPLAND, AGRICULTURAL 
POPULATION AND ACREAGE PER PERSON IN AGRICULTURE 

Agricultural 
Cr212land 

Distri-
Rural Po~ation population as Cropland area 

Region istri- percentage of per rural 
Land area bution bution total popu- person 

(million ha) (million ha) (%) (million) (%) lation (ha) 

Europe 493 , 45 ,o.o 89 4.8 17 1.63 
u.s.s.R. 2,240 232 15. 9 77 4.2 32 3.01 
North and 

Central America 2,242 27, 18.6 54 2.9 17 $.OZ 
South Americ.si 1,783 84 5.8 74 4.0 39 1.14 
AsiA 2,753 463 31 .8 , , 314 71.0 64 0.35 
Africa 3,0'31 214 14. 7 239 12. 9 67 0,90 
Oceani11 851 47 3.2 4 0.2 4 11. 75 

Total 13,393 1,456 100.0 1,851 ,oo.o s, 0.787 

Source: FAO Production Yearbook, 1972 
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Table ?: CROPLAND IN RELATION TO POPULATION BY COUNTRre:3 

Hectares of cropland per 
Cropland Total Agricultural person of: 

Country hectares population population Total Agricultural 
1000 1000 •ooo population population 

Ash 
~in", People's Rep.of 110,300 850,406 568,9?1 .13 . 19 

China, Rep. of 867 14,520 6,171 .06 . 14 
Japan 5,510 103,540 21,329 .05 .26 
Korea, Peop. Dem.Rep.of 1,894 13,674 7,?75 • 14 .26 
Korea, Rep. of 2,311 32,422 17,300 .07 . 13 
Bunna 18,941 27,504 17,570 .69 1 .08 
Indonesia 18,000 119,913 83,?30 . 15 .22 
Malaysia 3,524 10,931 6,176 . 32 .57 
Philippines 8,977 38,493 26,752 .23 .34 
Thailand 11'415 35,814 27,398 ,32 .42 
Vietn1111, Dem. Rep. of 2,018 20,757 16,108 • 10 • 13 
Vietnam, Rep. of 2,918 18,332 13,620 . 16 • 21 
Bangladesh 9,500 71,000 60,000 • 1 3 • 16 
India 164,61 o 5SO, 376 372,6o5 ,30 .44 
Nepal 2,090 11,040 10,112 • 19 • 21 
Pakistan 24,000 60,IJOO 35,000 .40 .69 

Africa 
Angola 900 5,501 3,568 .16 .25 
Ghana 2,835 8,832 4,840 .29 .59 
Ivory Coast 8,859 4,916 3,986 1 .80 2.22 
Nigeria 21,795 76,795 45,423 .)2 .48 
Rwanda 704 3,609 3,277 .20 . 21 
Uganda 4,888 8,549 7,342 .57 .67 
Zaire 7,200 17,493 13, 701 . 41 ,53 

Latin America 
Cuba 3,585 8,407 2,755 .43 1. 30 
Guatemalll 1,498 5,180 3,?46 ,29 .46 
Haiti 370 4,867 3,754 .08 . 10 
Mexico 23,817 50,670 23,617 .47 1. 01 
Puerto Rico 236 2,784 387 .09 .61 
Argentinll 26,0?8 24,353 3,704 1.07 7,03 
Bolivia 3,091 4,931 2,873 .63 1 .08 
Brazil 29, 760 93,565 40,869 , 32 ,73 
Chile 4,632 9,780 2,484 .47 1.86 
Colombia 5,25'8 21,117 9,541 .25 .S5 
Peru 2,843 1 3,S86 6,189 . 21 .46 
Uruguay 1,947 2,886 48::> .67 4.04 
Venezuela 5,214 1 o, 997 2,887 .47 1 .81 

~ y 1 4, 9)0 5J,667 9,7)5 .28 1.53 
Portugrll 4,370 9,630 3,5'23 .4S 1.24 
Spain 20,601 33,290 11,222 .62 1.84 
Yugoslavia 8,205 20,527 9,651 .40 .85 
Hungary 5,594 1 o, 310 2,484 .54 2.25' 
Poland 15,326 32,805 9,940 .47 1.S4 
Romania 10,s12 20,253 10,503 .S2 1 .oo 
U.S.S.R. 232,809 ?42,768 77,322 .96 3.01 
Denm11rk :?,6711 4,Q21 595 .54 4.50 
Gennnny , Fed . Hep. of 8 ,07<; 61 ,68? ), 514 .1) 2.)0 
German Dem. Jtep. L, 806 17 ,?!,7 ?, 1)) .?8 ,.2; 
Sweden J,05) ll,046 754 ,38 4.05 
United KingdOfll 7, ?61 55, 71, 1,540 . , ) 4,71 

North Americ11 
can11d11 41,404 ?1 ,406 1, 71? 2.0) 25.4 
United States 176,440 205, 39.5 8,216 .86 21. 5 

Ocemia 
Aueiralia 44,610 12' 552 1,049 ),55 42.5.3 

Source: ?olke Dovring, Land Reform: Ends and Means: A Background Study prepared for 
the World Bank, 
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Table 3: RURAL POPULATION GRowrH BY REGION 

Annual Percentage Rate 
1950-1960 1960-1970 

TarAL , • 9 2., 
= -

Latin .America 1.4 1.5 

Far East , . 8 2. 1 

Near East , . 8 , . 8 

Afric" 2.4 2.2 

Source: Kingsley Davis, World Urba.nization, 
1950-1970, Vol. I, 1969 
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Table 4: CROPPED AREA AND PRODUCTION TRENDS BY REGIONS 

1953/55-196?/63 1 961/63-1969 /71 
Avera~ Annual Growth Rate 

Production Area Production Area 

All Regions 2.8 1.9 2.8 , . 4 

Latin America '3. 1 1.8 2.9 2.5 

Far Ea.st 2.5 1.9 2.8 ,. , 
Near Ea.st 3.8 2.2 2.7 ,. , 
Africa 3.0 , . 7 2.6 ,. 2 
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Table 5: FAR F.AST AGRICULTURAL LAIDR FORCE AND PJt<?DUCTION, 1970 

Country 

Burma 

India 

Indonesia 

Laos 

Khmer Republic 

Korea, Rep. of 

Malaysia 

Nepal 

Pakistan 

Philippines 

Sri Lanka 

Thailand 

Vietnam, Rep. of 

Average 

Japan 

Agri
cultural 
workers 

per Indices 
100 ha 

48 

92 

224 

153 

15 

261 

74 

229 

101 

113 

107 

119 

242 

103 

192 

Japan 
• 100 

25 

48 

117 

80 

39 

lJ6 

39 

119 

53 

59 

56 

62 

126 

54 

100 

Net agri
oultural 
prodllc-

tion 'Indices 
per bl. 

US$ 

71 

115 

283 

119 

146 

440 

366 

220 

218 

178 

286 

179 

762 

Japan 
• 100 

9 

15 

37 

16 

19 

58 

48 

29 

29 

23 

38 

23 

32 

21 

100 

Output 
per 

worker 

US$ 

148 

150 

126 

15 

194 

169 

492 

96 

215 

158 

266 

150 

100 

155 

397 

:,01u·aaa, Col. unu1 1 1 luLcu-u~tlomu Labor Office, Labor force projections. 
Pt. 1-V, Geneva, 1971. 

Columns 3 and 5: FAO : Compiled from value of output calculated 
for the agricult'1%'&l production index. 

Indices 

Japan 
• 100 

31 

38 

32 

19 

49 

43 

124 

24 

54 

40 

67 

38 

25 

39 

100 
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Table 6: DISTRIBUTION OF HOLDINGS BY SIZE AND PERCENTAGE 
OF TOTAL HOLDINOSJ ·DI,'.rJIBqTION .OF ll)Ll'ilBGS 

BY PERCENTAGE OF~-AND CR:>PLAND 

Size distribution 

Under .i · ha 
, h~ and under 2 
2 h~ ~nd under; 
5 ha ~nd under 10 

10 ha and under .~0 
?O ha and under ;o 
50 ha and under 100 

, 00 ha and under 200 
200 hR and under 500 
5'00 h.tl ,md under 1 000 

, 000 ha and over 

Total 

1qumbar of hoiiinp · . 
erc,nt.age · 

(millicn1 ) diat!'i'Duticn 

S3.9 38~9 
26.SS , 9. 2. 
28. 73 20.7 
, ). 24 9.6 
7.27 s.2 
4.40 3~2 
1.97 1.4 
, .40 , .o. 
0.67 o.i.a 
0.2) o.r6 -: 
0.2) 0.16 

I • 

138. S9 1ot>~OO 1 

) 

·
1 All land 

' in holding 
'. :l 

, . , 
, • 7 
4.0 
4.·2 
4.4 s.e 
S.8 
6.6 
8~6 
6.S 

S1.3 

, 00. po 

; : .. ' . . ~ . 
Soul"ce: FAO, Report on the 196o W~ld C!J:SUS of WE§ture{ v, 

Rane, 1971, pp. 34-)6. 

. i 
I . 
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Cropland 
in holding 

i 

).4 
S.3 

12.0 , , .s 
1 o. 7 
, , .8 
9.6 

, , .o 
, , .s 
S.9 7., 

100.00 

. ' 

·1 
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Table 7: DIST:RJBurIOO OF HO!..DINGS .ABOVE ONE HECTARE BY SIZE AND AREA 

1-S ha S-SO ha So ha 
~ Holdings I Area ~ Holdings J Area ) Ho!dings ~ Area 

Europe 50 1J.O 47 .4 52,3 2.4 34, 7 

North & Central 
Aaerica 2).4 o.s 39.4 8.0 37. 2 91.S 

South America 36.4 ,.o 4S.S 8.S 17 .8 90. s 

Asia 78.2 40.7 21 .6 so.2 o. 2 9. 1 

·Africa 73.2 3,7 23.7 6.3 3,, 90.0 

Oceania 5.5 27.7 0.5 66.o 99.S 

Source: 1960 Census of Agriculture, FAO, 1971. 
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Table 8: DISTRIBUTION OF HOLDINGS ABOVE ONE HECTARE 
BY SIZE AND AREA - sourH AMERICA 

1-5 ha 5-50 ha 50 ha 
:l Holdings :? Area :l Holdings '!, Area J Holdings ~ Area 

Argentina 14. 9 o. 1 38.5 2.4 46.6 97 .5 

Br azil 28.1 1 .o 52.6 12 .8 20.J 86. 2 I 

Chile 37.7 0.7 30.3 5.2 32.0 94. 1 
· 1 

Col ombia so.3 4., 40.6 , o., 9,, 85. 8 

Paraguay 43.5 , . 1 51. O 6.6 6.5 92. 3 

Peru 73,8 4.2 22.9 8.0 ).J 87.8 

TJ:ruguay 14. 7 0.2 49.2 4.6 .)6.1 9$.2 

VAnezuel a 36,3 , . 3 42.9 6.7 20.8 92. 0 



Table 9: 

High Concentration 

Argentina 

Brazil 

Colombia 

Iraq 

Spain 

Uruguay 

Venezuela 

- 58 -

CONCENTRATION OF LAND OWNERSHIP 
IN SELECTED COUNTRIES 

Medium Concentration 

Austria 

Egypt 

India 

Iran 

Ireland 

Italy 

Netherlands 

Norway 

Pakistan 

Turkey 

U.K. 

U .S .A. 

ANNEX I 

Low Concentration 

Belgium 

Canada 

Chin.a (Taiwan) 

Denmark 

Germany, Fed. Rer. ~r 

Greece 

Japan 

Philippines 

Sweden 

Yugoslavia 
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Table 10: TENANCY AND SHARECOOPPING m SELECTED COUNTRIES b' 

Asia 

India. 
Indonesia 
Malaya, Fed. 
Pakistan 3/ 

of* 

Philippines 
Vietnam, Rep. of 

Total 

Near East & North Africa 

Egypt 
Iran 
Tunisia 

Total 

Latin America and Caribbean 

Dominican Republic 
Guatemala 
Nicaragua 
Trinidad & Tobago 
Chile 
Colombia 

Total 

Renting & Sharecropping 
as percent pf total 

Number of 
Farms Y 

% 

27.3 
35.9 
31.2 
43.4 
54.3 
70.3 

33.0 

62.1 
66.7 
23.3 

61.1 

28.9 
22.4 
26.3 
49.5 
49.3 
31.5 

31.4 

Farmland 
% 

n.a. 
25.9 
15.7 
57.0 
40.4 
70.0 

45.7 !v' 

57.2 
73.4 
32.0 

62.6 

n.a. 
16.6 
n.a. 
32.8 
24.4 
13.5 

19.2 !:if 

Number of Renters 
and Sharecroppers Y 

'000 

13,3,SO 
4,392 

141 
5,271 
1,176 
123~ 

25,664 

1,020 
1,253 

76 

2,349 

129 
93 
27 
18 

128 
381 

776 

1/ Data refer to latest available year in 1960 1s and therefore do not reflect land 
reform action, on the one hand and changes in the work force on the other. 

'?J' Includes holdings operated under more than one tenure form (21.8%). 
'2f Includes both Pakistan and Bangladesh. 

l±/ India, Dominican Republic and Nicaragua are excluded, due to lack of data. 

* 1960 estimates in former Federation. 

Source: Report on the 1960 World Census of Agriculture, Vol. 5, FAQ, Rome , 19T. 
pp. 92-97. 
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1/ 
:_:.:G:Z.SS ?.l~':'f. ',.7Qi;'~ D~ Sil.ECU::J ccr0-::Tn. IES 

1-:umr er of land
less workers 

Landless workers 
as% of active 
population in 
agriculture 

Active agricult~~~~ 
population as% of 
total active PO?'J-

Asia 

lndia V 
Indonesia.., ,, 
Pakistan ..!. ' 

Total 

::l ·idle East & North Africa 

Algeria 
Egypt 
1ran 
Horocco 
Tunisia 

Total 

Latin America & Caribbean 

Costa Rica 
Dominican Republic 
!londuras 
J amaica 
l1exico ( 1970) 
Nicaragua (1971) 
,\ rbentina 
:'hi le (1971) 
i::olombia 
Ecuador 
Peru 
Uruguay 
brazil 
Venezuela 

Total 

'000 

47,300 
5,673 
8, o, ;. 

60,986 

1,099 
1,865 

tgt 
210 

4,561 

122 
179 
138 

72 
2,499 

101 
694 
378 

1 '1 58 
391 
557 

99 
3,237 

2R7 

9,912 

{ 

32 
20 
29 

30 

60 
38 
25 
19 
20 

33 

53 
25 
27 
41 
49 
43 
51 
66 
42 
"lO .., , 
30 
55 
?6 
33 

35 

:!/ Except for India, data presented here are estimated from II1) Year Book 
of Labor Statistics, 1971, pp. 43-294 , and 1972, pp. 44-301. Unle~ 
ot herwise indicated , data refer to latest year available in .1960 1 s and 
thus do not reflect recent reform acti ons on the one hand, and changes 
in the work force, on the other. 

latian 
% 

68 
70 
70 

6B 

56 
55 
~~ 
46 

58 

45 
61 
67 
27 
39 
47 
15 
28 
45 ...,. 
)4 
46 
17 
44 
26 

39 

i:_/ Agricultural laborers as shown in India, Ministry of Agriculture, Directorate 
of Economics and Statistics, Indian Agriculture in Brief (11th ed.~1971) p. 14. 

" I .) , Includes population now belonging to Bangladesh • 



ANNEX II 

- 61 -

EXPERIENCES WITH LAND REFORM 

The following summaries illustrate selected country experience 
in land reform over the last three decades. Their inclusion in this 
paper should not be taken as indicative of Bank judgement on what does or 
does not constitute land reform, nor should the statements be regarded as 
definitive. Land reform is a complex process in which several socio-eco
nomic variables are changed more or less simultaneously. In most cases, 
the evidence is inadequate to allow identification of causal relationships 
between reform measures on the one hand and production, income, and social 
effects on the other, even though it is often feasible to trace correla
tions, such as that between land distribution and a rise in productivity. 

REPUBLIC OF CHINA (TAIWAN) 

Taiwan's land reform program was implemented in three steps. A 
reduction of rents in 1949 was followed by the sale of public lands. A 
land-to-the-tiller program completed the reform in 1953. The proportion of 
cultivated land under tenancy leases was reduced from 41 to 16 percent, 
while the proportion of farm families owning all land under their cultiva
tion increased from 33 to 59 percent. On the land remaining tmder tenancy 
cultivation, written and secure leases were arranged at much reduced rental 
rates. 

Following the reform, the productivity of agriculture has increased, 
income distribution has become more even, and rural and social stability have 
been enhanced. Land productivity is highest on holdings below 0.5 hectare. 
The share of total agricultural income that is consumed has increased only 
modera t ely, leaving intact enough income to achieve a fairly high agricultural 
savings rate. 

The smooth implementation of the reform program in Taiwan was due 
to a stable socio-political climate and the many complementary development 
measures taken before and during the reform. The existence of a thorough 
cadastral survey, good agricultural research and extension services, a vast 
expansion of publicly sponsored farm credit during the reform period, and a 
gradually increasing involvement of tenant farmers in the administration of 
t he program, all contributed to success. 

REPUBLIC OF KOREA. (SOUTH KOREA.) 

Land reform in South Korea after the Second World War consisted of: 
(i) a reduction of farm rents from 40-60 percent of production to 33 percent 
in 1945; (ii) a redistribution in 1948 of Japanese property confiscated by 
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the military authorities; and (iii) a redistribution between 1950 and 1953 
of land in excess of a ceiling of 3 hectares on Korean holdings. The terms 
of sale were similarly generous towards the buyer in both cases. Some 1.4 
million acres (25 percent of the total farmland) were distributed to 1.6 
million farmers (approximately 70 percent of all farmers). 

It has been estimated that before the reform 19 percent of the 
farmers owned 90 percent of the land, and more than 50 percent of the farmers 
were landless tenants. Afterwards, 69 percent of the farmers owned all the 
land on which they worked and 24 percent are part-owners while only 7 percent 
are tenants. Considerable socio-political stability has been achieved, to
gether with .income redistribution in favor of the poorer rural families. 
Yields did not fall as a consequence of the reform; by the 1960 1s, yields 
had far surpassed pre-reform levels. Labor productivity and rural employment 
increased. Presently, the small size of most farms has become a constraint 
on farm income, however. 

JAPAN 

The first Japanese land reform program, in 1868, laid the ground
work for Japan's social and economic transformation. The peasantry was 
freed from bondage, the power of the feudal lords to collect taxes from 
landowners was broken, and private land ownership was reinforced for the 
purpose of cash taxation by the central government. Supplementary programs 
for infrastructure improvement, training and extension, credit services , 
and promotion of farm chemicals and new crop varieties, were pushed on a 
large scale. Labor intensity and land productivity rose quickly, with the 
result that the agricultural sector could provide savings, cheap food, and 
surplus labor to the industrial sector. The first reform did little, 
however, to distribute property ownership or reduce income inequality-
rather it strengthened the land-owners class. 

Subsequent to the first reform the tenancy problem grew gradual ly 
worse. Large numbers of smallholders lost their property in the agricult ural 
depression at the turn of the century, partly because of heavy land taxes. 
In the late 1940's a second land reform program was executed. Owners had to 
sell all land in excess of about one hectare to the government at confisca
t ory prices. The former tenants were given property rights at an extremely 
l ow real cost, which resulted in a thorough restructuring of rural society. 

The second r e form r eform resulted in greater equity, and may also 
have removed a constraint on the growth of Japanese agriculture. The eco
nomic ef fects were not as enormous as those associated with the first reform. 
Land pr oductivity did increase after 1947, but some observers regar d this as 
essentially a continuation of a long-term trend (1895-1939) started by t he 
f irst reform. 
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The second reform worsened, however, the problems of fragmenta
tion and undersized farms. At the time of the reform, the tenancy problem 
had already been relieved through reduction of excess rural population by 
the war and absorption into industry. The landlords who were forced to 
sell excess property were mostly smallholders themselves. Two-thirds of 
the owners were required to sell less than one hectare, and only six per
cent more than five hectares. Although the reform increased income equal
ity among farmers, it hampered equalization of rural and urban incomes. 
Part-time work outside the farm is an outlet, but the fanners concerned 
are often limited to low-skilled work. Rural incomes have, therefore, 
lagged behind, price supports notwithstanding. An attempt to create larger 
farming units through cooperatives has had little effect. Agricultural 
policy is now aimed at, among other objectives, an increase of farm income 
through diversification into horticulture and animal husbandry. 

INDIA 

Land reform in India, pursued since 1950-51, is largely recom
mended and coordinated by the Central Government and the Planning Commis
sion and executed by the individual state governments, with the result 
that policy implementation varies widely. The four major types of reform 
have been: (i) the abolition of the zamindaril/ system; (ii) tenancy re
form designed to fix maximum rents, to improve security of tenure and to 
give the right of purchase to the tenant; (iii) ceilings on land ownership 
and distribution of surplus; and (iv) consolidation of fragmented holdings. 

By 1961, the intermediary rent and tax collectors, most impor
tant of whom were the zamindars, had been abolished. Since tenants con
tinue to pay revenue directly to the government, their economic position 
has not been greatly improved. The abolition of the zamindari system in
volved 173 million acres, more than half of the area occupied by holdings. 
A total of Rs. 4.35 billion was paid in compensation, mainly in the form 
of bonds. 

Under the tenancy reforms, three million tenants, sub-tenants, 
and share-croppers had by 1961 acquired ownership under purchase agreements 
of seven million acres. Security of tenure appears in general to have wor
sened, however. Actual rents have not come down; in some states they have 
even increased. Landowners have been permitted to resume land above legal 
ceilings for personal cultivation, which has allowed them to escape the 
r eforms. Unreported casual tenancy and share agreements have multiplied. 

Under the ceilings legislation, approximately two million acres 
have been taken over by the government in order to settle tenants and 
landless laborers. A further 4.2 million acres were formally pledged to 
the Bhoodan (gift) movement, but most of the donated parcels are still in 
the hands of the donors. Only about 1 million acres out of all gifted 
land have actually been given to landless laborers. 

1/ The zamindars were revenue-collectors during the Moghul period. Under 
the British, they gradually turned into powerful landlords. 
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Consolidation of land parcels has been more successful and has 
resulted in a rationalization of holdings covering 69 million acres. It 
appears to have contributed to a growth in productivity in the northern 
states of Ptmjab, Utter Pradesh, and Haryana. 

It is presently well recognized in India that the reform measures 
dealing with security of tenure and acreage ceilings are only partially 
enforced and that many of the state legislatures are not anxious to have 
such radical land reform. Even if a ceiling is imposed, the land acquired 
is sufficient to give minimal holdings either to the mini-farmers or the 
landless~but not both. There appears to be scope for some distribution 
which will also assist agricultural production because the yield per acre 
in India is higher on small farms. So long as population pressure continues, 
it will be llllrealistic to try to abolish tenancy in the short r\lll. There
fore, i t will be better to legalize some forms of tenancy which exist on a 
large scale, and to promote more efficient types of tenancy contracts. All 
kinds of tenants should also be registered and given access to credit and 
inputs. A large extension of credit at reasonable terms, together with 
accessible marketing channels to small farms in general, and particularly 
to tenants with secure leases, are required. Provision of these facilities 
is as essential as further land distribution for attaining the income equity 
and productivity objectives of India's land reform, and is likely to present 
fewer problems. 

IRAN 

Iran's land reform started in 1962. Before the reform, 56 percent 
of the holdings, covering 62 percent of the area tmder cultivation, were 
rented. Tenants were rotated annually, a practice which hampered agricul
tural investment and caused exploitative use of the soil. The largest 
estates occupied relatively more fertile lands, and owners were often ab
sentee-landlords who contributed little to agricultural production. 

Former landowners were partly compensated upon expropriation by 
cash payment, from 10 to 20 percent of the estimated value of their holdings, 
with the balance paid in bonds in annual installments. The beneficiaries 
were to repay the government the expropriation price plus 10 percent to cover 
administrative charges. As these payments fell behind, the Central Bank 
f unded the difference. The costs to the government were limited to those 
incurred in carrying over the acquisitioµ costs to the time of final reim
bursement. 

During the first stage of the reform, land ownership was limited 
t o a maximum of one village per owner. Excess land was expropriated and 
dis t ributed to the tenants. In the secOtl<l stage, the limit of one village 
wa s r e duced further to plots of 20-100 hectaree (dep(mding on th~ nature 
and l ocat ion of the land). The landlord had five options for the area in 
excess of the maximum allowed to him, to wit: (i) leasing to the tenants 
f or 30 years; (ii) selling to the tenants; (iii) purchasing the tenants' 
r i ghts ; ( iv) dividing the land with the tenants in the same ratio as the 
cust omary crop-sharing; and (v) forming an agricultural unit for joint oper
ation by the owner and the tenants. 
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The third and final stage of the reform, which was practically 
completed in 1971, aimed at conversion of all 30-year leases into small
holdings . Virtually all of Iran's 50,000 villages have undergone land 
reform and more than three million families have received land. 

Although agricultural output increased by a total of 18 percent 
in the first five years of the reforms, it is believed that the land re
form program on balance had adverse short-run effects on output. It 
created tmcertainty which discouraged investment in improvements; there 
was also considerable interference with the normal flow of irrigation 
water from streams and storage places still controlled by landlords. 

The reform favored tenants and sharecroppers insofar as it con
ferred ownership on them or enhanced their security of tenure. Because 
they were based on the existing distribution of holdings, the reforms did 
not assist those who were landless. Continuation of the existing inequities 
of land distribution was regarded as one of the costs of ensuring a speedy 
enactment of the reform. 

The ownership and tenancy reforms have been complemented by rural 
cooperatives, credit and extension services, and increased supply of quality 
seeds and fertilizers. Many measures were set up in a somewhat improvised 
fashion. The early accomplishments of the credit program were striking; 
total lending by the Agricultural Bank tripled between 1960 and 1965, but 
this growth levelled off after 1966. 

MOROCCO 

The Moroccan Government has undertaken a series of measures aimed 
at land reform since independence in 1956. The objective of these measures 
i s to facilitate an increase in agricultural production, and to improve the 
distribution of rural incomes. Legislation passed in 1962, 1966, and 1972 
provides for land consolidation and distribution of land to smallholders and 
landless families throughout the country. The Agricultural Investment Code, 
published in 1969, is aimed at facilitating the development of irrigated 
agriculture in well-defined development zones, and provides for the restric
t ion of inheritance rights to limit fragmentation, the improvement in the 
tenure position of members of traditional collectives and the adoption of 
modern cultivation techniques. 

Land distribution is so far based mainly on former foreign-owned 
land, although some other state-owned land and traditional collective land 
i s involved. At the time of independence in 1956, about 900,000 ha were 
foreign-owned; of this area, about 300,000 ha were sold privately to 
Moroccans, mainly before 1963, when legislation was introduced subjecting 
such transfers to Government approval. Thirty-one thousand ha which were 
mainly used by foreigners for research purposes were recovered by 1960, 
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and a further 220,000 ha of "official colonisation" lands were taken over 
by the Government between 1963 and 1965. 

Distribution to date has been limited to land under field crops, 
while land under tree crops (mainly orange groves) remained under Govern
ment control and ownership. Distribution to smallholders and landless 
families was slow until 1967 and then gathered momentum up to 1972. By 
the end of 1972, 181,000 ha (3 percent of the cultiva ted area) had been 
distributed to over 11,000 families. However, the impact of land distri
bution alone on the problem of rural poverty has been small; the number of 
beneficiaries so far is only about one percent of farm families with less 
than two ha. 

Through the establishment of cooperatives, intensified extensi on 
support, and the provision of modern inputs, the benefici aries of land re
form have generally quickly achieved high yields and acceptable incomes . 
Land consolidation has also been successful and has so far benefitted al
most 200,000 ha. The main constraint on the program has been the tmavoidable 
complexity of supervising its implementation compared to the Government's 
manpower resources. The Government's main priority now is to accelerate 
land distribution, while maintaining high technical standards of management 
on the distributed land. Remaining foreign-owned land, amounting to about 
370,000 ha, was recovered by the Government in 1973. · The target for the 
third Five Year Plan is to distribute 395,000 ha of land under field crops, 
mainly formerly foreign-owned, between 1974 and 1977, and to seek a suitable 
formula for distributing land under tree crops. The achievement of the 
distribution target for land under field crops alone would by the end of the 
Plan enable the program to cover 9 percent of cultivated area and 5 percent 
of farm families with less than 2 ha. 

YUGOSLAVIA 

The first land reform in Yugoslavia was undertaken in 1919. In the 
south and west, bondage was abolished, and the tenants of the Turkish land
owners received ownership rights. In the north, the size of the large estates 
was reduced, but the former landowners were allowed to retain rather large 
holdings. The implementation took two decades, and resulted in a transfer 
of ownership of almost 25 percent of the farmland to more than 33 percent of 
the peasants. 

The second 1and reform started in 1945, when all large estates, all 
land in excess of 25-35 hectares per fann, and the farm property of Germans 
and other aliens, were expropriated. Half of the seized land was distributed 
to the poor and landless, while the other half was retained as state property . 
The state and collective farms created in the late 1940's along Soviet lines 
expanded to approximately 25 percent of the total cropland. Collective farms 
were allowed to disband after 1952, however, and by 1956 they accounted f or 
only about 10 percent of all land under cultivation. 
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Aside from the socialist sector, the private sector of i ndividual 
owners who cultivate their own land remains important, and vast tracts of 
mountain pastures are still under traditional, collective forms of usage . 
In 1953, a ceiling of 10 hectares of arable land or its equivalent was im
posed on private holdings. The average holding in the private sector is 
now only 3.9 hectares. The socialist sector includes state farms, producer 
cooperatives, and general cooperatives. The kombinats, which resemble the 
worker-managed industrial firms, form the largest and fastest growing 
socialist element, whereas the producer cooperatives have declined. The 
general cooperatives are mainly associations for joint input purchases, 
equipment use, and output sales, and have expanded to about 40 percent of 
all smallholdings. 

The socialist sector is reportedly the most productive. This is 
related to the location of holdings on the better soils and its priority 
treatment in the allocation of inputs such as fertilizers, machinery, and 
expertise. However, the bulk of agricultural output still originates from 
the large group of small farms, consisting of both the cooperatives and the 
farms outside the socialist sector. The refonns have resulted in a sizeab le 
redistribution of rural income and an increase in peasant participation in 
rural decision-making, particularly since the mid-1950's. 

KENYA 

Land reform was initiated in Kenya by the colonial administration 
in 1954 and expanded by the government after independence in 1963. The reform 
aimed at solving several problems at the same time. These included (i) adju
dication. and consolidation of holdings under cultivation by African farmers; 
(ii) resettlement of African farmers on the large farms previously o~rned by 
Europeans; (iii) promotion of cash cropping and dairying, and increased 
production for the market; and (iv) diversification of export output . More 
than one million acres of land formerly cultivated by Europeans was opened 
up to Kenyan smallholders, and the rights to about seven million acres were 
adjudicated and consolidated. 

The implementation and results of the reforms have been quite 
successful, notwithstanding political friction and a lack of qualified 
personnel. An active extension program has enabled smallholders to incr ease 
the production of coffee, pyrethrum, maize, wheat, dairy products, and bee f. 
The economic benefits of the adjudication and consolidation of holdings a t 
a cost of I 5-50 per family seem to have been greater than the resettlement 
on large f arn~ at a cost off 750 per family. Socially, the reforms have 
created a class of prosperous smallholders. In particular those that were 
already relatively well-to-do have profited, while the poorest smallholders 
and nomads have benefited much less from the reform. It was estimated in 
1973 that approximately 25 percent of all smallholdings were less than one 
hectare and about 50 percent less than two hectares, occupying altogether 
less than four percent of total arable land. The landless amount to approx
imately 16 percent of the rural population. 
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MEXICO 

Having its roots in the revolution of 1910-15, the agrarian reform 
in Mexi co created village groups (ejidos) with usufruct rights to land. Most 
of the ejidos were formed in the late 1930's and have been operated on an 
indi vidual rather than collective basis by the ejidatarios. Close to 90 
million hectares have been distributed between 1915 and 1972 to about 3 
million ej idatarios. These ptimary beneficiaries of the reform represented 
53 percent of all farmers and 26 percent of the rural labor force. Some three 
million landless rural workers remain and, despite the considerable concentra
tion of ownership that persists in the private sector, 1976 has been planned 
as a terminal year for land reform. 

Total ejido production grew very slowly during the first decade 
of thei.i establishment. Since then the ej idos have increased output about 
as fast as has the private sector. Incomes to the ejidatarios are almost 
certajnly better than would have been the case without reform, but there are 
substantial regional differences in natural resource endowment and in the 
extent of public investment in complementary infrastructure. More such in
vestment and a mechanism for selective consolidation of small farms will be 
required to ensure that the impact of the reform is maximized. 

Following the land redistribution during the Thirties, the 
concentration of land ownership increased again between 1940 and 1960. Since 
then, the concentration may have fallen back as a result of the distribution 
of another 35 million hectares during the last decade. Rural income dis
tribution is still skewed. In 1967-68, 50 percent of the farmers earned 
only 20 percent of all farm income (including personal income from sources 
other than agriculture). Among ejidatarios, however, income was more evenly 
distributed. While the top 20 percent of private farmers received 60 percent 
of all private farm income, the top 20 percent of the ejidatarios accounted 
for only 45 percent of all ejido income. 

PERU 

Between the start of land reform in 1963 and 1972, a total of 4. 7 
mil lio11 hectares have been expropriated. Over 100,000 families have been 
settled on 2.8 million hectares of this area. Expropriated lands that have 
not yet been resettled continue to be operated under direct government super
vision until a cooperative or SAIS farm organization (see below) has been 
formed. to which the land title is then transferred. Despite the priority 
given by the government, implementation is well behind schedule. The target 
for thP current five year plan is to expropriate 26,200 farm units containing 
l~ mil; ion hectares, and to redistribute these to half a million families. 
l n 1972, about three-quarters of the target area still remained to be ex
propriAted and reallocated before the end of 1975. 

/ . 
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The agrarian reform law of 1964 concentrated on redistribution of 
inefficiently managed latifundia in the Sierra. Well managed productive 
units were exempted. The more fundamental reform law of 1969 was the basis 
for the expropriation of the large, productive and profitable sugar complexes 
of the north coast. A limit was established on the size of holdings (150 
hectares on the Coast). The government bonds given to the former owners can 
be used for investment in industry to supplement their other resources. 

Four different categories of farm organizations can receive redis
tributed land, but the bulk has been placed in the hands of worker-owned 
cooperatives. Only a small number of individual farms have been assigned 
to former tenants, while in a few cases land has been added to the holdi ngs 
of Indian communities. 

A unique form of farm organization, the Sociedades Agricolas de 
Interes Social (SAIS), is the basic unit of agricultural reform in the Sierra. 
The SAIS represents an attempt to solve the problem of providing agricultural 
and social development opportunities to the members of the traditional Indian 
communities without jeopardizing the relatively high production and economies 
of scale attainable on expropriated haciendas. Hacienda production is almost 
entirely based on extensive grazing of mountain pastures, and early experiences 
of land distribution in the Sierra indicated a high risk to production if 
haciendas were taken over as community land or subdivided into small sheep 
ranches. 

In any attempt to meet social needs through redistributing land 
and income in the Sierra, therefore, the government is faced with problems 
of maintaining or raising productivity levels attainable only through ex
ploitation of scale economies. The SAIS, the proposed solution to this 
dilemma, accounted in 1972 for 10 percent of the families benefiting from 
the agrarian reform program. It can be regarded as a second-degree coopera
tive whose members are social bodies instead of individuals. Membership of 
each SAIS unit consists of the cooperative of the production unit and of the 
communities surrounding it. Each group contributes to the capital of the 
enterprise on the basis of resources, population, and economic potential; 
the share of each group is determined by the land reform agency. Management 
of the SAIS is in the hands of professional employees. Profits are allocated 
to each member community in relation to its share in the SAIS, and are to be 
used in community development projects involving schools, roads, power re
ticulation, and housing, In this manner, surplus manpower is given empl oy
ment, and the rather meagre profits can be used in developing badly needed 
physical infrastructure. 

The debt assumed by each SAIS unit is to be repaid from profit s in 
20 years following a five-year grace period. Debt repayment may become an 
onerous burden on those units whose profit potential is limited by their 
physical capacity to expand livestock numbers and by the need to employ high 
quality technical services. Legally, the full market value of expropriated 
livestock has to be paid in cash while fixed capital is to be paid for l argely 
in agrarian bonds. 
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The land ~•form proaram alone will uot be able to aolve the rural 
unemployment probl'11l, Even if the optimiatic . targete for 1975 are met, . 
employment opportunitie1 in agriculture will increase only from 1.32 million 
to ,.1, 6 million, while the number seeking work in agriculture will rise from 
1. 9 million to 2, 1 million. There are nearly 800·,000 families with insuffi
cient land to provide adequate 1ubei1tence which are eligible to benefit 
through the 181\d reform program. Even if all land which can be expropriated 
11 rediatributed; about 500,000 families, m~atly in the Sierra, will atil~ 
lack a minimum aub1i1tanca land holding. However, agrarian reform ia provid
ing the bui1 for 1ocial and economic change. 
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PREFACE 

1. Land reform is concerned with changing the institutional 
structure governing man's relationship with the land. At present the 
livelihood of more than half of mankind is directly dependent on agri
culture -- a land based industry. Nine-tenths of this total agricul
tural population is in the developing countries, where questions of 
access and rights to land are of paramount interest to more than two 
billion people. 

2. Land is, of course, one of the basic factors of production for 
food and other agricultural products. With food production rising in 
the LDC 1 s at about the same rate as population growth, there is growing 
pressure on land resources to increase output. Much of this increase 
will have to come from a higher output per hectare. Changing the pattern 
of land ownership and redistributing land can contribute to increases in 
output in some country situation::: but will make little difference in 
others. 

3. The conditions governing agriculture vary enormously among the 
developing countries. There is one characteristic, however, which is 
common to all: a very rapid growth in rural population. Pressure on 
the land is thus increasing and the average man-land ratio is worsening. 
This is at a time when non-agricultural employment opportunities are not 
expanding rapidly enough to provide adequate incomes for all entrants to 
the labor market. In some countries, however, there are prospects for 
expanding the frontier of cultivation to absorb more labor; in others 
more labor could be employed in the rural sector through a redistribution 
of land; but in yet other countries changing the rights to land will make 
little direct contribution toward increasing labor absorption. 

4. The distribution of land in terms of size of holdings varies 
from country to country. The greatest disparities are found in Latin 
America. Where the pattern of land control is skewed the distribution 
of income is generally uneven, although to some extent it is the poorer 
land that makes up the larger holdings. In Asia and the Middle East mal
distribution is reflected in the landlord-tenant problem. Here the 
population is more evenly spread, but rights of access to land are res
tricted. Much of Africa presents a different problem as the traditional 
pattern of group ownership and comnmnal rights is eroded in favor of 
individual ownership with varying degrees of equality. 

5. In terms of land reform policy, therefore, we are confronted 
with a range of cultural and political situations -- based on different 
patterns of social organization and customs -- and with different levels 
of development. As shown in Chapter 1, at least six land tenure situa
tions can be delineated. The differences among these types point to the 
varying reforms necessary to achieve more equitable land access and im
proved productivity in specific country situations. Accordingly, while 
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it is possible to identify the need for land reform, it is difficult to 
make general prescriptions with regard to the form of land holding or 
pattern of distribution necessary to achieve the multipurpose objectives 
of development. 

6. Further, we are dealing with a dynamic situation, where rural 
population growth and changing technology interact with the existing 
institutional structures of rural society. The manifestations of this 
interaction are seldom benign for the majority of the land based popula
tion. A situation that has seemed relatively stable and equitable for 
decades can become untenable. This dynamism means that a solution which 
was appropriate ten years ago may be inappropriate today. Not surprisingly, 
therefore, we find many LDC's experimenting with a variety of possible 
solutions -- with different forms of rural organization ranging from 
communes to private ownership. 

7. While recognizing the broad context of the land reform issue, 
the concern here is with a much narrower aspect, that is the appropriate 
role of the Bank Group. In pursuing this question Chapter I looks at 
the characteristics of land reform in terms of both its rural context 
and its component elements. Chapter II examines the economic implications 
of land reform in relation to the goals of development. Chapter III re
views Bank Group policy in relation to land reform. The quantitative 
background to land reform in terms of population patterns and land dis
tribution is outlined in Annex I, while some experiences with land 
r~form programs are summarized in Annex II. The policy recommendations 
are presented at the end of the Summary. 
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SUMMARY AND REOOMMENDATIONS 

Definition and Setting 

1. Land reform involves intervention in the prevailing pattern 
of land ownership, control, and usage in order to change t~e structure 
of holdings, improve land productivity, and broaden the distribution of 
benefits. In practice, land reform is pursued in response to political 
pressures for socio-economic change arising from factors such as increased 
population, pressure on a limited land bas_e, or an ideology of egali ta
rianism based on more even distribution of land or income. Land reform, 
by its very context, has interlinked political, economic, and social 
dimensions which in turn have significant implications for development. 

2. The systems of land control in developing countries can be 
classified into six types, as presented in Chapter 1, though in many 
countries examples can be found of more. than one type. Three of the 
six types are found in a traditional context: the feudalistic landlord 
and tenant system of some Asian countries; the feudal Latin American 
system of large farms; and the communal land ownership patterns of many 
tribal groups (especially in Africa). The other three major types have 
a modern context: the private ownership of land common in most market 
economi~s; \he state or collective ownership of socialist countries; and 
the plantation or ranch type, which is often interspersed with other 
forms of tenure. 

3. Land reform necessarily implies many different kinds of 
adjustments in an array of situations where there are great variations 
in individual equity and agricultural productivity. In most instances 
social or equity considerations are the main concerns. Thus when there 
are exploitive landlord tenant systems of the Asian or Latin .American 
feudal type, reform incorporates changes in the rights of tenants, 
redistribution of ownership to existing tenants, or the replacement of 
the landlord by the tribe or the community. When individual ownership 
of the market economy type is the norm but the distribution of land is 
skewed, reform may require subdivision of large holdings or transfer to 
the state. In contrast to this, reform in highly controlled government 
states may involve the transfer of some land from the state to individuals. 

4. There are other variations of land reform that focus mere on 
the economic use of resources than on equity. Where there is fragmenta
tion of holdings an appropriate reform might involve consolidation of 
holdings without change in the patterns of ownership of land. Where 
there is erosion or depletion of communal lands the appropriate reform 
might involve a program of supervised cooperative land management 
without changing the distribution of land. Elsewhere land reforms might 
involve changing tenancy arrangements with the emphasis on providing 
security of tenure so as to encourage on-farm investment. Again, these 
do not require redistribution but eventually lead to more economic use 
of resources. 
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5. The typology outlined in Chapter 1 makes it clear that there 
are situations where land reform is a necessary precondition for modi
fying the structure of a society anq raising agricultural output. 
However, while land reform in itself may be necessary, it is not a 
sufficient condition for improving land productivity and distribution 
of income. Changes i n patterns of land ownership will not automatically 
lead to an increase in output or technological change in agricult ure. 
These will come about only if adequate provision is made for the supply 
of necessary inputs and mandatory services to the users of the land. 
Indeed, as stressed in Chapter II, the organization of the supply of 
inputs to accompany any land reform program is essential, especially 
where the process of reform leads to a breakdown of the institutional 
structure of agriculture and leaves nothing in its place. 

6. Finally, it must be recognized that a policy for land reform 
for a given situation cannot be simply stated. Any policy involves 
fundamental judgments about the adequacy of an existing system and the 
most appropriate alternative. The judgments of policy makers differ. 
The case studies in Annex II show that refonn minded governments such 
as Kenya and Peru have- pursued different ~-pproaches. Some governments 
favor individual ownership of land; others favor communal or collective 
control over land. Clearly the policies followed are not a matter of 
ecoriomics alone. They also reflect politics and ideology and reaah far 
beyond any purely economic calculus. 

Distribution of Land and Income 

7. Al though few data Jre available, the distribution of land 
ownership is known to be skewed; the degree of concentration varying 
with the tenure situation types. The Asic.n and Latin American feudal 
and the plantation-ranch types have high degrees of property concen
tration while the socialist and traditional communal types have low con
centrations, with the market economy type somewhere in between. Indi
vidual countries are classified on the basis of land ownership concen
tration in Annex I, Table 9. 

8. The distribution of land by size of holding is also highly 
skewed throughout the world. As shown in Annex I, Table 6, an estimated 
80 percent of all holdings are less than five hectares in size with about 
40 percent less than one hectare; these holdings account for approxi
mately 20 percent of all cultivated land, and only seven percent of all 
land in holdings. Considered separately, Latin America has a parti
cularly skewed pattern -- less than 20 percent of holdings (those over 
50 hectares) accounting for over 90 percent of the total area held in 
holdings, and more than one-thi:ru of all holdings (those less than 
five hectares) accounting for only one percent of area held. (Annex I, 
Table 8.) For Asia, in contrast, 40 percent of the land (accounting 
for almost 80 percent of holdings) is in boldings of less than five 
hectares. 
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9. The distribution of holdings by size is frequently used as 
a pro::icy- for the distribution of wealth and income in the agricultural 
sector. The skewness of the distribution of holdings, though, does 
not reflect precisely the patterns of distribution of wealth or 
income. First, all land is not homogenous; a concentration of large 
holdings in a semi-arid region may reflect a smaller concentration of 
wealth than a concentration of small holdings in an irrigated area. 
Second, the distribution of holdings by size is not the same as the 
distribution of ownership of land; in general there is a greater 
concentration of land ownership than of holdings, as evidenced by 
widespread tenancy especially in parts of Asia. (See Annex I.) The 
distribution of income in these regions will depend largely on the 
contractual arrangements between owners and tenants or sharecroppers. 
But, in most cases, the distribution of income will be more skewed than 
the pattern of holdings. Frequently the income of sharecroppers and 
renters may be little different from that of landless labor. 

Social and Economic Issues 

10. Rural population in the LDC's continues to increase at over 
two percent a year, adding to the already heavy population pressure 
on the land. With few exceptions, the frontier of virgin culttvatible 
land has already disappeared, so that the absorption of more people 
into agricultural activity will require more intensive cultivation of 
land already in use. The need to absorb more people in the rural 
areas differs among LDC 1 s. In many countries, massive rural under
employment is accompanied by high rates of open unemployment in the 
cities imd growing inequality in the overall distribution o.f income. 
Where the problems are most acute -- as in parts of Asia -- the emergence 
of substantial numbers of landless labor in rural areas suggests that 
the family farm system as a means of spreading work among family members 
may be breaking down. 

11. The extreme poverty of many who live on the land, and the 
increasing pressure on the land through population growth, highlight the 
double challenge of rural development, to raise productivity and income 
in agriculture while at the same time absorbing more ·people into employ
ment in the sector. Access to land, and the conditions that govern 
access, are questions of major importance in these circumstances. 
Where land is marketable, increasing population pressure must inevitably 
drive up the price of land, thus benefiting those who own land; where 
lc.nd ownership is skewed this will tend to exacerbate inequality in 
income distribution. 

12. These same circumstances (relating to employment and income 
distribution) give rise to questions about the efficiency of land use 
under existing arrangements. Landowners often prefer fqr various 
reasons to underutilize land, either by working it themselves on an 
extensive basis instead of through tenants on an intensive basis, or 
by leaving it unused. In other cases tenancy arrangements are such that 
landlords are discouraged from making investments, and tenants are dis
couraged from applying variable inputs, because half the benefits will 
go to the other party. In some situations, too, the fragmentation of 
holdings causes great inefficiencies in land use associated with 
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transportation, irrigation, and mechanized operations (even on a small 
scale). In general terms, increases in the population of working age 
create additional demands for work and income; at the same t .ime, 
however, the additional labor available, if used productively, could 
serve to augment output. There is a strong case for land reform 
(including tenancy reform and consolidation) in situations where land 
would otherwise be underutilized in terms of its production potential. 

13. Evidence on the effects of changing farm size (examined in Chapter 2) 
indicates that the productivity of land -- defined as yie'id per 
hectare -- is generally higher on smaller holdings than on larger 
holdings. The main reason for this is that smaller holdings are worked 
with bigger inputs of labor than are large holdings, so that gr~ater 
land productivity is attained. Often the economic benefits will depend, 
however, on the effectiveness of new technology when used on small as 
compared with large farms; mere redistribution of land may not suffice 
to raise farmer output substantially without accompanying agrarian 
reforms and new services. 

14. These effects on output may be reinforced by some of the 
possible side effects following land reform. Smallholders tend to 
consume more of their own produc-e and therefore market less, per unit 
of output, than do large farmers; this may necessitate food imports to 
meet the needs of urban consumers. On the other hand, the additional 
food consumed by small farm families might have otherwise been purchased 
if members of the family had moved to the city. The consumption of food 
by poor growers may also be less costly than the consumption of imported 
or capital-intensive consumer goods by the better-off farmers. Small 
farmi1rs may also save less per unit of income. Evidence suggests, 
however, that small farmers save proportionately more than urban dwellers 
and that in the aggregate they may also have larger savings than large 
farmers, though these may be directly invested in the smallholding. 

15. On the other hand, while 11 the benefits should go to those who 
till the soil" is often a reasonable program in an agrarian society, in 
a partly urbanized one those who do not work on the land still require 
and have some rights of access to the products of these land resources. 
The food and fibre needs (and the spatial requirements) of the non-farm 
population are not infrequently overlook_x<i by the proponents of land 
reform. In this respect, there is a case for considering both a minimum 
and maximum farm size. These might be designed first, to eµsure that 
smallholdings are large enough to provide food sufficient to meet with 
a high degree of certainty the minimum physiological limit of the farm 
family; and second, to ensure a scale large enough to provide a saleable 
surplus to meet the needs of urban consumers, especially for fresh produce. 
Few land reform programs provide for 'such a minimum limit despite evidence, 
from many areas, that allowing farms to become too small (relative to the 
best available technology) may be just as unsatisfactory in terms of • equity and efficiency as an uncontrolled tenancy situation. 

Recent Experience with Land Reform 

16. A primary conclusion from examination of past experience with 
land reform is the over-riding importance of the political factor in 
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securing meaningful change. The concentration of control over land 
provides a power base for many groups in the LDC 1 s. Land is a symbol 
of authority and a source of political power, especially where the 
land owner controls the access of peasants to their only source of 
security -- the land. A meaningful land reform program will inevitably 
destroy or limit the power base of many persons. It is not surprising, 
therefore, that land reform is often a central issue in political 
debates and that these debates are often couched in terms of redis
tributing political power as well as wealth. Ambitious programs of 
land reform will seldom be implemented unless there are shifts in 
political sentiment and power. Many countries have legislated land 
reform but .only a few can be said to have achieved real land reform 
an:i these reforms were only implemented when there was a change in 
government in the context of circumstances that favored drastic 
change, as in Mexico, Japan, Taiwan, and Kenya. 

17. A second factor of importance in making reform effective is 
the creation of institutions to implement the reforms once legislated, 
and to press for continuing development. This has usually involved 
organizing the beneficiaries to creaiBfollow-up pressure. For example, 
in Japan, Taiwan, and Venezuela suitable institutions were established 
to ensure that land was indeed transferred. In other countries, a 
community of interest between landowners and officials, combined with 
an absence of organized pressure from the beneficiaries, largely 
nullified positive reform efforts. The land reform experience in much 
of Asia and Latin America suggests that some form of rural organization 
especially involving local representation, may be a critical condition 
forsuccessful land reform. 

18. A third conclusion is that land reform is rarely undertaken 
without considerable upheaval and loss of production, although there is 
evidence to suggest that these costs can be kept small and temporary. 
The restructuring Qf land holdings is often accompanied by the destruc
tion of traditional delivery systems for input needs and marketing, 
since these systems are almost always tied to the operations of the 
larger farmers that are dispossessed. Because of this, rather than 
because of any deficiency inherent in the small relative to the larger 
farmers, land reform has often proved costly in terms of lost output. 
Minimizing such costs necessitates the provision of services concurrently 
with reform implementation incorporating as much forward planning as 
feasible. 

19. A fourth consideration relates to the problem of perspective 
over time in assessing the effects of land reform. As the country 
experiences summarized in Annex II reveal, the effectiveness of land 
reform may be relatively limited in the short run, and many socio
economic benefits, such as are associated with greater social mobility 
and improved political stability, emerge only in the longer run and 
accrue for many years subsequently. The cases of Japan and Mexico 
are particularly significant in this respect. While the direct short 
run effects of the land reforms in these countries have not been 
considered wholly beneficial, there is little doubt that the long run 
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effects for their total societies have been overwhelmingly favorable, 
contributing substantially to the ultimate economic development of 
both countries. 

The Bank and Land Reform 

20. The Bank Group has taken an active interest in land reform on 
a number of occasions. Concern has usually been focussed on new or 
improved possibilities for production following changes in the tenure 
situation, with emphasis on security of tenure being a particularly 
important theme. More recently, the extent and gravity of the employ
ment problems and income disparities in the LDC 1 s have caused a new 
concern over land reform, from an equity as well as a productivity 
standpoint. 

21 • Ba.nk Group experience through project financing of land 
reform has been very limited. In part this may be because there have 
been relatively few land reforms, particularly in areas where the 
political situation was reasonably stable and otherwise conducive 
to Bank Group involvement. But also relevant is the fact that the 
financial requirements of land reform tend to be relatively limited. 
Even where the land transferred is purchased from the previous owners, 
the amounts involved are usually small, especially where payments are 
in the form of bonds. In addition, such payments usually constitute an 
internal transfer (unless foreign. owners are involved) and thus are not 
attractive for external financing. Some examples of Bank Group involve
ment in land reform programs, notably in Tunisia and Malawi, are dis
cussed in the main report. 

22. In general, this report concludes that land reform is con-
sistent with the development objectives of increasing output, improving 
income distribution, and expanding employment, and that the Bank Group 
should support reforms that are consistent with these goals. However, 
it is recognized that the Bank cannot force structural change but 
can only support appropriate efforts within existing structures • 
.Although the Bank's direct action must be limited, its preferences 
regarding national policy choices and those which are considered 
consistent with the Bank 1 s development goals are set out below as country 
guidelines. These same conclusions are reflected in the subsequent Bank 
policy recommendations. 

Country Guidelines 

1. Governments which accept a basic cormnitment to land reform 
should consider three components: (i) redistribution of land ownership 
to reduce the present mal-distribution; (ii) tenancy reform; and 
(iii) consolidation, where necessary. 

2. A commitment to land reform implies simultaneous action to 
create or develop an input supply system to meet the special needs of 
the beneficiaries of land reform. This may require either the creation of 
new institutions or special branches or fund allocations within existing 
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organizations to supply credit, inputs, and technical services, 
including research and extension. 

3. In sparsely populated regions (countries), specially struc
tured settlement schemes can serve as second-best substitutes for, or 
supplements to the redistribution of land currently in use. 

4. It should be recognized that a small farm structure can 
generate employment to absorb underemployed labor in crowded regions 
where there is no short term prospect of absorbing it in non-farm or 
large farm employment. With the scale-neutral seed-water-fertilizer 
techhology now available, such a structure can produce at least as 
much per unit of land as a large farm structure. 

5. Equity-oriented land reform should be so programmed that 
(i) the effective ceiling on holding size is low; (ii) the beneficiaries 
belong to the poorest group; (iii) the extension and (non-land) input 
distribution system favors the beneficiaries; and (iv) owned and self
operated land, as well as leased land, is redistributed. 

6. Where efficient large scale plantations or ranches exist, 
they need not be broken up, but it should be accepted that in such 
cases the objectives of reform can only be realized if (i) the enter
prises are covered by a progressive tax system; (ii) their workers 
are unionized and protected by labor legislation; (iii) they are re
quired to introduce profit-sharing schemes; and (iv) their workers 
participate in an organized fashion in management. 

7. Research should be organized to evolve a low-cost settlement 
policy. Wherever settlement policy is used to supplement land reform, 
settlement schemes should be planned to have approximately the same 
effects as the redistribution of existing holdings. These effects can 
accrue if (i) the settlers are the really poor small farmers or land
less workers and an input supply system is available to support their 
operations; (ii) the size distribution of the new holdings is equitable; 
and (iii) tenancy is discouraged, and allowed only under specified 
typec! of contracts. 

8. Where the shortage of land is so acute that even with a low 
_ceiling both smallholders and landless workers cannot be given minimum 
holdings, preference should be given to the smallholders in the allot
ment of land, and a rural works program should be organized for t he 
landless. 

9. Experience in Far Eastern and some Latin American countries 
clearly shcw-s that the organization of beneficiaries both before 
and after the enactment of reform is an indispensable condition for 
its success. 

10. It should be recognized that landless recipients of land who 
take up independent faI'!Tuing for the first time may need to be provided 
with their entire short term and long term credit requirements and 
perhaps some consumption credit for three or four initial crop seasons. 
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There may also be a need for special training facilities, research 
activities, and field demonstrations in such circumstances. 

11. The abolition of tenancy may not be a feasible policy in 
many countries (regions) where the demand for land by the landless 
and small farmers far exceeds the available supply. In such cases 
regulation of tenancy might be a more efficient policy. Generally, 
fixed cash-rent contracts are superior to crop-sharing contracts 
because they encourage the use of inputs to the optimal level. But 
where crop-sharing cannot be eliminated because it provides risk 
insurance to crop-sharers, it can be made more efficient and equitable 
if it is combined with cost-sharing. Such contracts should be promoted 
with a system of incentives and deterrents. The incentives can 
include the accrual of legal rights in land and the availability of 
credit and other inputs only if preferred types of tenancy contracts 
are implemented. 

12. When the land-labor ratio becomes favorable the conversion 
of tenants into owners of the land they cultivate, preferably against 
very low compensation payments, should be undertaken because, in 
general, owner-operated farming is likely to be more efficient and 
equitable than tenant farming. 

l3an.c;. Policy Recommendations 

1. The Bank should give priority in lending to those member 
countries that pursue broad based strategies directed toward the pro
motion of adequate new employment op:oortunities, with special attention 
to the needs of the poorest groups. The Bank should support policies 
of land reform designed to further these objectives. 

2. The Bank should make it known that it stands ready to finance 
special projects and programs that may be a necessary concomitant of 
lan::l reform, so long as the reforms and related programs are consistent 
with the objectives s~ated above. These programs should include credit, 
technical services, and infrastructure projects designed to meet the 
special needs of land reform beneficiaries. 

3. The Bank should coqperate with FAO, UNDP, and other organiza-
tions to provide support and assistance to member governments seeking 
help with the specification and design of land reform programs where 
these are in keeping with Bank objectives. This support should include 
financial and technical aid with cadastral surveys, registration of land 
titles~and similar services. 

4. The Bank should continue to explore, through its agricultural 
and rural development projects, ways of providing for a distribution of 
benefits consistent with the goals outlined under (1) above, including 
appropriate tenurial arrangements and projects designed to serve the 
needs of small farmers and settlers. 

i 
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5. The Bank should intensify efforts through sector and country 
economic work to identify and draw attention to the need and opportunities 
for land reform with respect to existing tenurial situations and their 
economic effects. 

6. The Bank should support and encourage research related to 
the economics of land reform in its broadest aspects, including its 
social dimensions. It should continue its support for programs of 
economic and technical research directed toward the special needs 
of the type of small farmer likely to emerge from land reforms. 

?. The Bank should undertake studies of the costs and benefits 
of settlement projects, with particular attention to developing approaches 
which will lower the cost per family settled. 

8. The Bank should support projects where land rights are such 
that a major share of the benefits will accrue to high income groups only 
if increases in output and improvements in the balance of payments are 
over-riding considerations; in such cases it should carefully consider 
whether the fiscal arrangements are appropriate to ensure that a 
reasonable share of the benefits accrues to the government. 

9. In circumstances where increased productivity can effectively 
be achieved only subsequent to land re.form, the Bank should not support 
projects which do not include land reform. 

10. Where land is held under some form of tenancy, the Bank should 
foster the adoption of tenancy conditions and share-cropping arrangements 
that are equitable and conducive to the optimal use of resources. 

11. Where land is communally .held without regulation of access, 
the Bank should encourage sub-division, if sedentary forms of agriculture 
are possible, or pursue land usage and access arrangements that are 
compatible with long run productivity of the land and the welfare of 
the resident population. 

' 12. The Bank should pay particular attention to the consequences of 
the interaction of new technology and the prevailing institutfonal 
structures, as reflected in the pattern of land ownership, in order to 
avoid adjustments which will increase the mal-distribution of income and 
cause economic hardship. 



I. CHARACTERISTICS OF LAND REFORM 

Man and the Land 

1.1 Man's relationship to the land, and patterns of land-holding and 
land use, are shaped by the interaction of a complex of forces--climatic, 
economic, cultural, religious, and political. In East Africa, for instance, 
the physical conditions in the temperate areas are suited to a sedentary 
agriculture, whereas the more tropical and arid areas are better suited to 
shifting cultivation or livestock herding. As a result, different systems 
of land management and patterns of holdings have emerged in adjacent zones in 
this part of Africa. Simil.arly, laws and customs governing inheritance have 
an effect on the distribution of land. Where land is inherited by the oldest 
heir and not sub-divided, the pattern of holdings is less fragmented than in 
societies where the custom is to divide holdings equally among all heirs. In 
addition, many socio-economic factors affect customs of usufruct, traditi ons 
of crop sharing, and other arranagements surrounding land use in varying 
situations. 

1.2 The political ideologies of governments also have a bearine on the 
relationship between people and the land. The right of the individual to 
own, sell, and accumulate private property--including land--is one of the 
cornerstones of the market economy. While this right might be constrained 
in the public interest, land can in general be exploited, accumulated, and 
traded by individuals for private gain. Under some other ideologies there is 
no opportunity for individuals to acquire and accumulate land; the right to 
own land may be vested solely in the state or in semi-public institutions, and 
it is the state which organizes and controls the land according to its own 
criteria. To the extent that the state controls the land, the allocative 
process may serve any number of ideological ends. Some governments have ·ased 
control over land to implement policies of geographical separation of racial 
groups. The People's Republic of China, on the other hand, has changed rights 
to land and the organization of work several times over the past twenty-five 
years as part of a drive to eliminate rural inequality. 

1.3 The level of economic development of a country has n str0l 1e influence 
on attitudes toward the land. The more industrialized a co,:.ntry, the smaller 
the proportion of the population in agriculture and the less significant the 
role of land in the economy. Where there is a mobile population with ample 
alternative opportunities, land is often seen merely as one factor of 
production in a highly developed commercial agriculture. However, in less 
developed countries where there is a large rural population, limited 
alternative opportunities, and increasing pressure on the land, access to 
land may provide at least a subsistence income. In these circumstances 
producers see the land as more than a factor of production; it may well 
provide the margin between destitution and subsistence. 

1.4 The established pattern of land ownership is basic to both the social 
organization and institutional structures of rural areas. The social hierarchy 
in most agrarian societies reflects the kind of access that different groups 
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have to land, while individual status within these groups depends on the amount 
and quality of land commanded. The institutional structures which formalize 
the various means of control and the relationship between categories of land 
users, also determine the accessibility of external institutions and services 
to the various groups. 

Context of Land Refonn 

1.5 The many complex factors that influence the patterns of land ownership 
and land use in different regions of the world may be summarized as: (i) the 
political system and situation; (ii) the structure of the economy; (iii) the 
social system; (iv) the legal system; (v) the demographic situation; (vi) the 
agricultural system; and (vii) the national resource base. When these inter
acting elements are taken into account, it is po"ssible to delineate six main 
land tenure-land use categories. These are characterized as follows: 

(a) Feudal Asian Type 

high property concentration 
great social inequality 
great economic inequality 
low land productivity 
low labor productivity 
low level of technology 
mainly operated by sharecroppers 
high labor intensity 
low capital intensity 
production mainly for subsistence 
land very scarce 
institutional structure centralized 

(b) Feudal Latin-American Type 

high property concentration 
great social inequality 
great economic inequality 
low land productivity 
low labor productivity 
low level of technology 
'labor provided by squatters, neighboring smallholders, 

and migrant workers 
capital-extensive 
labor-extensive 
operated by owner or manager plus hired labor, serfs, 

or sharecroppers 
production for subsistence and export 
institutional structure highly centralized 
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(c) Traditional Communal Type 

low property concentration - sovereign rights vested in 
community 

decentralized cultivation - usufruct rights for members 
of group 

moderate or high socio-economic equality 
low labor productivity 
low land productivity 
low level of technology 
medium labor intensity 
low capital intensity 
production for subsistence 
supporting service structure underdeveloped 

( d) Market Economy Type 

medium property concentration 
decentralized cultivation 
medium socio-economic inequality 
high land productivity 
high labor productivity 
high level of technology 
capi tal-inten si. ve 
labor-extensive 
market production oriented 
institutions and services dispersed 

(e) Socialist Type 

property right vested in the state or a group 
centralized or decentralized cultivation 
low, medium or high socio-economic equality 
low, medium or high land productivity 
low, medium or high labor productivity 
medium level of technology 
production for market pr subsistence 
supporting systems centralized 

(f) Plantation-Ranch Type 

high property concentration; owned by state or foreigners 
great social inequality 
great income inequality 
high land productivity 
low or medium labor productivity 
medium or high level of technology 
operated by manager plus wage labor 
production mainly for export 
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1.6 In a traditional context, extremes in the pattern of J and control 
are exemplified, on the one hand, by the feudalistic landlord and tenant 
system found in some Asian and Latin American countries and, on the other, by 
the communal land ownership pattern of certain tribal groups in Africa. In 
the landlord-tenant system, land ownership is vested in an elite minority with 
the majority having access through tenancy arrangements of various kinds. The 
ownership of property is generally highly concentrated, more so than the pattern 
of land holdings. However, since holdings (the only category for which we have 
data) involve leasehold units for which rent is paid on a share basis, the 
distribution of income is also highly skewed. (See Annex I, Tables 6 and 8.) 
In the communal system, by contrast, land is common property and access to it 
relatively unrestricted. Whereas in the feudalistic system the distribution 
of land ownership and benefits are highly skewed and class differentiation is 
marked, the communal system has relatively egalitarian land access and class 
differentiation is less marked. 

1.7 Both systems are relatively stable under favorable conditions, but 
have difficulties as the man-land ratio declines through population growth, 
unless there are off-setting changes in technology. In the landlord-tenant 
system land pressures are reflected in a growing army of landless people and 
widening income differentials. (See Annex I, Table 11.) The communal system 
manifests the same pressures by compressed fallow periods and declining soil 
fertility, overgrazing and increased erosion, accompanied by extensive poverty 
and vulnerability to seasonal effects. 

1.8 The two systems differ in ability to respond to changing external 
conditions and especially to new technology. The landlord elite, by virtue 
of its privileged position and power, can, and often does, become educated 
and innovate both through experimentation and the adoption of external ideas. 
(In doing so, however, its primary concern may be to promote its own narrow 
interests in terms of wealth and power, for instance, by displacing tenants 
through mechanization.) The communal system generally lacks such an 
institutional mechanism and tends to be both static in its technology and 
relatively insular, but such comm.unities seldom manage to remain completely 
isolated from external influences. 

1.9 In a modern context, the extremes ir.'. patterns of land control are 
seen respectively in the private ownership of land, which is a fundamental 
aspect of the market economy and common in most Western countries, and the 
state or collective ownership ch8iacteristic of socialist countries. Under 
private ownership, land is held by inciividuals and, while usually subject to 
special restrictions, can be bought or sold like any other commodity. Such 
holdings are typically operated as family units with little hired labor. 
However, a range of sub-types exists within this category which reflects a 
gradation in size from the predominantly subsistence smallholdings of many 
of the LDC's to the broad acres of North America and Australia. Although 
similar in legal and institutional respects these differ significantly in 
technology and input mix as well as degree of market orientation. In the 
socialist :system, on the other hand, -there is little or no provision made for 
individuals to acquire or accumulate land, this right being vested in the 
state, with control determined in accordance with the objectives of the state. 
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However, some variations remain within many socialist systems, often providing 
for the existence o:f private smallholfil.ngs in parallel with larger social units. 
A special type found in a modern context is one which includes the plantations 
and large ranches which o:ften operate in the LDC's as well as in some developed 
countries. These form in ~ome respects a special category of the market 
economy type, but the tendency toward a corporate legal structure and dependence 
on hired labor differentiate them from privately owned family farms. 

1.10 While private ownership has generally been compatible with techno-
logical progress and the economic adjustment of agriculture, it has often 
created inequities as people have been compelled to move :from rural pursuits 
or have been squeezed into land scarce rural enclaves. Generally, private 
control has been most satisfactory where population pressure could be offset 
by colonizing virgin land or moving people out of the rural sector. It has 
been most unsati3factory where ownership patterns have become skewed because of 
the growth of large farms, combined with limited opportunities fo:r people to 
move out of agriculture, and the subsequent emergence of economic dualism. 
State or communal control has led to fewer interpersonal inequities though in 
most cases not without some broader economic inefficiencies. 

1.11 Land reform becomes an equity issue in the context of both the 
traditional landlord-tenant relationship and the modern skewed ownership 
pattern. In both of these contexts it is often a highly political concern 
especially in the traditional feudalistic and communal systems. There are 
many situations where the prevailing tenure conditions are the major impediment 
to development. For example, a high level of fragmentation can make canal 
irrigation virtually impossible and seriously impede mechanized operations even 
when on a very small scale. In other cases the contractual share arrangement 
is such that neither landlord nor tenant are able to introduce new technology 
because, on the one hand, the landlord cannot capture a profitable share of the 
return on his investment, and on the other, the tenant cannot find the capital 
for investment or lacks the security of tenure that would guarantee a return 
from it. Further, there are some situations where the social environment is 
characterized by inequity and oppression to the extent that there exists no 
human motivation toward improved productivity or the resolution of any problem 
within the existing structures. In such circumstances land reform may become 
a prerequisite of development. But, whether primarily an equity or a 
production concern, it is clear that land reform will involve different changes 
in different type situations. 

Dimensions of Land Refonn 

1.12 Land reform is thus concerned with interrelated productivity and 
equity a:ipects of land use. It is frequently pursued as a goal in itself, 
but in a developnent context is usually seen as a concomitant of agrarian 
reform or of rural development programs. Land reform differs from political, 
administrative, fiscal, or monetary reforms in that it normally relates to one 
sector and involves changes in control of a tangible asset which is both fixed 
in supply and provides the basic factor on which most of the people in the LDC's 
are dependent for their livelihood. 
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1.13 Land reform can involve varying degrees of change including some or 
all of the following: 

(a) Red4-stribution of public or private land so as to change the 
patterns of land distribution and size of holdings. Usually 
this involves an increase in the number of small or medium-sized 
farms and a reduction in the number of large holdings. 
Alternatively all land can be nationalized and regrouped into 
state-owned holdings, all of which might be large. 

(b) Consolidation of individual holdings, thereby reorganizing the 
physical pattern of control. Fragmented holdings can be 
regrouped into contiguous blocks of land. This can be done 
with or without changing the distribution of land ownership in 
tenn·s of acreage or value belonging to each individual. 

(c) Changes in land ownership and tenurial rights, with or without 
physical redistribution of land. Redistributed land can be 
allocated to new owners or to farmers working on the land. 
Alternatively, there need be no redistribution of land but _ 
tenants or workers can be made owners of the land they work. 
In this case, there is generally a redistribution of income 
awa:y from the fonner owners of the land to the new owners , 
The new owners may farm cooperatively or as individuals. , 

(d) Changes in conditions of tenure without changing ownership or 
redistributing land. The rights of those working on the land 
can >e safeguarded by law without a change in ownership. Changes 
in conditions of tenure would include providing security of 
tenure, introducing equitable crop sharing arrangements, coop
erative land management, and so forth. These changes would also 
include the conversion from customary to legal rights to land. 

1.14 Structural Change. In the main, land reform is seen as a means of 
bringing about structural changes in the agricultural sector thereby altering 
the s.ze distribution of holdings or the distribution of income. By definition, 
therefore, pilot projects cannot be considered to be land reform for they 
operate within an existing structural framework, even though they might be 
useful in identifying problems of management or the economics of various 
''models", or arrangements that might be part of a subsequent reform. Similarly, 
land settlement on the frontier does not usually constitute land reform, 
al though land settlement might be a means of bringing unused land into 
production. Land settlement, by itself, ma:y or ma:y not have an impact on 
t..he structure of land holdings in a country, depending on the manner in which 
the settlers are selected and the size distribution of the new holdings. The 
kind of st1uctural change involved depends on the prevailing tenure type and 
the proposed alternative. As reflected in the country experiences summarized 
in Annex II, most changes involve a shift from traditional to modern types. 
Thus Japan, Taiwan, and Korea moved from a "feudal Asian" to a ''market modern
smallholding" type; India and Iran moved from a "Feudal Asian" toward a 
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''market modern", with some traditional fams retained and some "plantation
ranch" t;:Pe variations in certain areas. Morocco and Kenya redistributed 
the large-scale alien owned ''market economy" type holdings of their colonial 
eras, some going to smallholdings of the "market econonzy-11 type and some to 
"plantation-ranch" type units. Mexico and Peru moved from a "feudal Latin 
American" type to a ''market modern-mixed large and small holding" type, and 
a mixed ''market modern" and "socialist" type structure, respectively. These 
tenure system changes were in all cases accompanied by changes in related 
organizations and services. 

1.15 Fiscal Measures. Land taxes and pre-emptive ta.xes on income earned 
from land are often cited as instruments that will obtain the same ends as 
land refo:rm. An effective land ta.x may have an impact on land use but its 
main purpose is usu.ally to encourage more intensive production by making it 
costly to either leave productive lan'fi idle or use it below its productive 
capacity. Ch the other hand, such taxes may provide a disincentive to invest-
ment with the potential of increasing productivity or bringing new land into 
production. In a:ny event, the use of a fiscal instrument such as a land tax 
will not lead to structural changes in agriculture-- at least not in the short 
run. A more likely fiscal instrument to encourage structural change is a 
graduated estate tax which would force estates to dispose of land to meet their 
f inancial obligations. But this is likely to bring about structural change 
only over a long period of time. While land taxes and estate taxes are often 
considered significant elements in fiscal policy intended to redistribute 
income, th:3y cannot ensure the same d1~gree of structural reform as can land 
refo:rm and have, in general, been quite ineffective. In situations where 
fiscal measures--whether of a redistributive kind or a type which provides a 
return to the state on its investment--are found to be ineffective, land 
refonn may be the only alternative option if economic development is to be 
pursued. 

1.16 Agrarian Refonn. Agrarian refonn is a much more comprehensive concept 
than land refonn, since it involves modification of a wide range of condi tions 
that aifect the agricultural sector. These modifications might include changi n:~ 
price policies so as to turn the tenns of trade in favor of the agricultural 
sector; increasing allocations to the agricultural sector in order to expand 
research, extension, training, and storage facilities; making physical suppl i es 
such as fertilizers available and increasing credit for their purchase, or 
providing infrastructure to facilitate agricultural production. Agrarian 
refonn may or may not include land refonn; in some instances t here may be no 
need for land refonn since land is already evenly distributed. In other 
cases, it may not be politically feasible to have land refo:rm--though it might 
be both poll t :1.cally and economically feasible to raise output through the 
measures invoived in agrarian refonn. The point is that land reform may be 
a necessary conditions for agrarian refonn, but it is seldom a sufficient 
condition for:increasing agricultural output, given that land is only one 
factor of production. 

1.17 Rural Developnent. Broader still is the concept of rural developmerd,, 
since it embraces all dimensions of the rural sector (agricultural and non
agricultural). and is more concerned with the welfare of rural people than wi th 
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agricultural output or productivity as an end in itself'. Since it has 
significant equity llllplications Jand reform may be necessary concomitant of 
successful rural development, depending on the prevailing pattern of land 
control. Where the ownership of land directly affects the nature of local 
institutions and the participation in them of the majority of rural people , 
land reform may be essential. However, in terms of jJnplementation it may be 
that in some situations the preparation of local institutions and small holder 
services may be a prerequisite of land reform rather than vice versa. Where 
the existing service systems and administrative structure is geared to 
working with large scale farmers, land reform without concurrent rural develop
ment activity might cause hardship and economic losses which would outstrip 
the equity guns associated with the lan:l redistri bution. Tenancy reform, 
on the other hand, insofar as it stabilizes the existing relationship between 
landowners and renters may be a useful precursor of rural development programs. 

1.18 Political Dllllens:i..ons. Substantial reform of the structure of 
holdings and the distribution of income from the land cannot be achieved 
without political action. For instance, where semi-feudal conditions prevail, 
patterns of land rights and tenurial conditions have been established by 
tradition, and these cannot be changed through market operations as there is 
virtually no organized market for land. Elsewhere large land holders have 
accumulated capital and expanded land holdings acquired through the market; 
in most market-oriented economies with a skewed distribution of land, the 
tendency is for the skewed distribution to worsen. Whatever the prevailing 
situation, it can seldom be changed without a.::tions that emanate from outside 
the narket. Since these actions are based on policies deliberately intended 
to alter the distribution of land and change tenure, the llllplementation of 
these policies depends on the political will of the policy makers and the 
ability of the administrators to execute this will. 

1.19 The concentration of control over land provides the base for powerful 
elements in many non-industrialized societies. Where groups derive authority 
from their land, a meaningful land reform program will inevitably destroy or 
limit the power base of these groups. Land reform can change the political 
balance and the power structure in a country. Reforms have stripped large 
landholders, whether they were military, religious or private, of their power. 
It is not surprising, then, that land reform is often a central issue in 
political debates and that these debates are often coached in terms of 
redistributing politi cal power as well as wealth. The political implications 
of land reform must be taken into account; ambitious programs of land reform 
will seldom be implement ed unless shifts are made in political sentiment and 
power. Many countri es have l egislated for land reform but relatively few 
have achieved them--and these only with a change in government. 

1.20 Frequently the implementation of massive reform l egislation has 
depend.eel on the ef.fective organization of the beneficiaries. In Japan, Taiwan, 
and Venezuela--to name three countries--suitable organizations were established 
to ensure that land was indeed transferred. In other countries, such as India 
and Pakistan, the official bureaucracy was the only implementation agency 
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contemplated by the refonners. Because of the conununity of interest between 
the bureaucrats and the landowners, and the absence of organized pressure from 
the beneficiaries, the massive legislation has produced no sienificant refonn. 
Experience in much of Asia and Latin America suggests that effective popular 
participation of rural people may be a critical condition of successful land 
refonn. 

1. 21 Imp}.ications for Social Justice. . The imbalance between the 
distribution of control over the land and the numbers dependent on it has 
historically led to increasing pressures for change. While the focus on 
land reform is related to economic development, the concept of an overriding 
social function of land justifying the imposition of limitations on private 
rights, appears to be gaining the support of many groups, including the 
Catholic Church. Fonnerly one of the largest landholders in the world, the 
Church in Europe as well as in Latin America has increasingly put its weight 
behind this new concept, both in precept and practice. The Church's new 
philosophy regarding the relationship between man and the land dec1.ared that 
"private property does not constitute for anyone an absolute and unconditional 
right". And the immediate extension of this postulate to the world's agrarian 
problem is that, "if certain landed estates impede the general prosperity 
because they are extensive, unused, or poorly used, or because they brine 
hardship to p~oples or are detrimental to the interests of the country, the 
common good scmetimes demands their expropriation". 

1.22 A further facet of land reform that warrants consideration in this 
respect is the potential of a new societal structure following a reform. 
Mexic~ and more recently Egypt and Bolivia, had semi-feudal societies similar 
to many which still prevail in other parts of the world. In these societies, 
large numbers of tenants and laborers were tied to the land and were held in 
fonns of human bondage; this arose from custom, tradition, or sheer 
indebtedness to landlords. The reforms that have taken place in these 
countries have changed this. The reform in Mexico broke a system that 
denied many people any range of choice in the pursuit of a livelihood. If 
the experience of Mexico--which has had the longest period of reform--is any 
indication of the long run outlook, the refo;rms have led to an increase in 
social mobility. 

1.23 In suromary, from this brief overview of its characteristics, it. : _f ; 

apparent that land reform is a complex subject. The issues involved are 
diffuse and the refonn measures appropriate vary according to the situation. 
It is also evident that land reform is in practice predominantly an equity 
concern and therefore one that is often ld.e},ly political. Nevertheless, it 
has, too, significant implications for economic development, and these in turn 
are relevant concerns in the formulation of Bank Group policy. 



II. LAND REFORM AND ECONJMIC DEVELOPMENT 

2.1 Economic development has three basic objectives: rapid economic 
growth, full employment and distributive justice. Some policies and 
related investments, such as those affecting power plants or large-
scale industry, are primarily growth oriented; others, for example, 
those for rural works, are employment oriented; still others, such as 
those related to land reform, are essentially equity oriented. Each 
set of policies and investments aimed toward one objective has import
ant repercussions with regard to the other two objectives, and these must 
be taken into account when weighing the potential impact of particular 
policies on economic development. For this reason, it is important to 
determine to what extent land reform might be costly in terms ,of growth 
and employment. 

2.2 :There are manifold problems in assaying the costs and benefits 
of land r~form. These include the definition of an acceptable time frame 
for measur,ing the effects of the related structural change in the agri
cultural sector. The available evidence suggests that a well-designed 
land reform program need not entail unacceptable costs in terms of other 
objectives; its contribution to output and employment -- as well as to 
equity -- depends on the speed and effectiveness of the reform and com
plementary investments. However, the effects of land reform can best be 
examined by focusing on particular measures, such as the effects of 
farm size on productivity, equity and employment as well as on savings and 
market surplus. These measures are interrelated but, for analytical con
venience, are here treated separately. 

Implications for Productivity 

2.3. The effects of land reform on productivity might best be 
isolated by comparing productivity in a given area before and after 
reform. Unfortunately, that is not possible as there is 
no situation where change has occurred in only one variable -- size of 
farm -- over time . The nearest alternative is the comparison over a 
defined period of the productivity of groups of different sized' farms 
in a given area. The ideal measure for comparison would take into account 
the contributions of all factors of production and so measure total factor · 
productivity. Since data are not available to derive this measure, changes 
in yields per hectare are considered to be the most appropriate proxy. 

2.4 There have been several multi-country, comparative analyses of 
the effect of differences in distribution of size of holdings on yields. 
One 13 country study undertaken by the FAQ analyzed the relationship among 
size of holding concentration of land, and productivity. A similar study 
of 41 countries was undertaken by the Bank Group. (See Table 2.1.) Both 
studies indicated that smaller average size of holding and a lower concen
t r ation of land ownership were associated with an increase iri output per 
hectare. 

- 10 -
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2.5 Similar findings can be cited from cross section studies in 
a number of individual countries. In Ceylon, for example, in 1966-67, 
the yield of paddy averaged 36 to 37 bushels per acre on fanns of up to 
one acre and 33 to 34 bushels on larger holdings. In Central Thailand, 
yields were reported to decline from 306 kilograms per rai, on holdings 
of two to six acres, to 194 kilograms per rai, on holdings of 140 acres 
or more. Small farms in the Philippines -- that is, less than two 
hectares -- produced 2.9 tons of paddy per hectare, while farms of more 
than four hectares produced 2.2 tons per hectare. In a systematic ana
lysis of the differences between large "multi-family" farms and small 
11 sub-family11 farms in Argentina, Brazil, Chile, Colombia/ Ecuador and 
Guatemala, output per hectare was found to be three to 14 times greater, 
on the average, on the small farms than on the large. (See Ta'?le 2.2.) 

2.6 There is other evidence to support these findings, including 
the results of Bank-sponsored analysis in Mexico, as well as studies on 
Japan and Taiwan. However, there is no claim that all conditions were 
identical __ ; the studies simply indicate that yields were higher 0n small 
farms than on large farms. 

2.7 The important implication is that reductions in neither the 
size of holdings nor land concentration need be associated with a re
duction in output per hectare. On the contrary, it appears that under 
controlled circumstances output per hectare is likely to be higher. 
There are two associated reasons for this assumption. First, there are 
limited economies of scale in most agricultural production. Second, 
small-scale producers tend to maximize output by applying labor inten
sively, while large-scale operators tend to maximize profits by using 
hired labor only until incremental production covers incremental costs. 
This is usually short of the output per hectare that would be produced 
if the goal were maximization of output. 

2. 8 In broad terms, land reform can be consonant with development 
from a point of view concerned purely with productivity, with output per 
he ctare as the relevant criterion. Output per worker, however ~ is likely 
to decrease for the simple re~son that, as pointed out below, smaller 
farms would employ more labor per hectare. In other words, the larger 
income would be shared by an even larger number of families. This 
decline in labor productivity only reflects the employment and equity 
benefits of land reform: the same land would supply more people and the 
income generated would be more widely shared. 

Land Reform and Employment 

2 . 9 There is also evidence that there is greater labor absorption 
per hectare on smaller holdings than on larger holdings. The cross 
sectional analysis of the 13 countries previously mentioned showed that 
manpower per hectare of agricultural land was significantly correlated 
with the size of the holding -- the smaller the holding, the greater 
the input of manpower. This cross section evidence of the higher pro
ductivity of small fanns indicates their long-run equilibrium potential. 



- 12 -

But the realizat ion of this potential is contingent on non-land being inputs 
increased as soon as farm size is decreased. 

2 . 1 0 There have also been a limited number of studies in Asia and 
Latin America that confirm these findings. In the Ferozepur District in 
Punjab (India), for example, in 1968, labor absorption varied between 
33 and 39 man-days per acre on holdings of less than 30 acres. On 
larger holdings it ranged between 20 and 23 per acre. In Colombia, man~ 
years per hec~are declined continuously from 2.7 on small holdings (less 
than 0.5 hectare) to 0.17 on large farms (500 to 1000 hectares) in 1960. 
In other Latin American countries also (Argentina, Brazil, Chile and 
Guatemala), the number of workers per hectare of agricultural land on 
the smallest farms (sub-family units) has been estimated to be 30 to 60 
times greater than on the largest (multi-family) farms. ~ 

2.11 More intensive labor use is, of course, the main reason why 
small farms are able to produce more per unit of land than the larger 
farms. But inputs other than labor are also likely to be applied more 
intensively on small farms, unless access to these inputs is blocked by 
i ns t i tutional arrangements. Unfortunately, the relationship between these 
othe r inputs and f arm size cannot be studied in many developing countries 
for want of dat a. . It is interesting to note, however, that in the cross 
section of developed countries, in 1961, fertilizer consumption and gross 
fixed capital formation per unit of land were relatively higher in 
countries with a smaller average holding. 

2. 12 In developing countries, too, small farms undoubtedly need much 
more non-labor input in order to raise productivity. The mere redistri
bution of land and augmentation of employment may not suffice to raise 
output substantially. Therefore, the organization of an effective exten
sion-cum-input supply system for small farmers must accoprpany land reform. 
Where there i s such a system --as in Japan, Taiwan and Korea-- the abso:'."p-
ti ve capacity of agriculture tends to be high even though holdings are 
small; at the s ame time output per hectare is high. Small holdings can 
yield high returns to labor provided ou{put per hectare is high; a condition 
t hat can only be f ulfilled by the application of high-yielding, labor 
intensive technologies. 

Land Reform and Equity 

2 .1 3 The more radical the land reform and the more important the 
share of agr i cultural land in total tangible wealth, the larger will be 
the equity eff ect of the ref orm program. In the rural areas, agricul
t ural land accounts f or such a large proportion of total wealth that it 
i s usuall y t he s ingle mos t significant determinant of the distribution 
of bo th income and power. Evidence of this can be seen in many Latin 
American and Middle East ern count ries where the large landowners often 
dominate both commerce and government. Here land reform could have a 
major equity impact. However, where much of the wealth exists in the 
f orm of financial assets, real estate and other inves tments apart from 
f arm land, and commodit y stocks in the hands of traders, the redistri
but ion of farm l and alone may no t improve the distribution of total 
wealth substantially. Landowners may easily change the composition of 
t heir assets on the eve of land reform if agricultural land alone is the 
target of redistributive zeal. 
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2.14 If the rural and urban areas are considered together, the 
limitations of redistributing faj'.'Jll land alone appear even more serious. 
The distribution of real estate, financial assets, and commodity stocks 
in the urban areas is even more skewed than the distribution of farm land 
in the rural areas. If, therefore, urban property reform or a highly 
progressive taxation program on urban wealth does not accompany land 
reform in countries with a substantial and prosperous industrial-commercial 
urban sector, land reform alone is not sufficient. Alone, it may not only 
not decrease but may even increase the inequity of the distribution of 
total wealth in the country as a whole -- in particular, the inequity 
between the town and the village -- since it will freeze the maximum 
permissible ownership of the main rural asset, without freezing the 
maximum permissible ownership of urban assets. 

2.15 Even with this broader focus, the equity effect of land reform 
will be significant only if: (i) the effective ceiling is low; (ii) the 
beneficiaries belong to the .poorer groups; (iii) the extension and (non
land) input distribution system favors the beneficiaries; and (iv) owned _ 
and self-operated land as well as leased land is redistributed. 

2.16 Opportunities for the redistribution of land depend to a great 
extent on the existing pattern of distribution of holdings and population 
density. As will be shown further on, there are some countries, notably 
in the .Americas, where land distribution is skewed and population is not 
dense. Here are ample opportunities for redistributing land so that 
inequalities can be diminished and the recipients of the land can generate 
an acceptable minimum income. In other areas, however, the pressure of 
population is such that there is not enough land to meet the minimum require
ments of all claimants. The density of the farm sector is so high in some 
countries in Asia that, even if holdings above a certain size were com
pletely eliminated, there would not be enough land to either raise the 
acreage of the ndni-farms to a tolerable minimum or provide for the 
landless. 

2.17 In India, even if the maximum holding was 20 acres, the avail-
able land (43 million acres) would be barely sufficient to bring up the 
size of mini-holdings to a minimum of five acres, and no land would be 
available for the landless (20-25 million households). In Bangladesh, a 
low 10 acre ceiling would not suffice even to bring up all mini-holdings 
to a minimum two acre size. The millions of landless families could not 
be provided for at the same time. In Ceylon, too, even with a low ratio 
between the ceiling and the floor holding (5 to 1 ), there would be enough 
land only to give two acres to each mini-farmer. In Haiti, only 1 .5 
hectares is available for the average rural family of five. The solution 
to rural poverty clearly cannot be found exclusively in the agriculture 
sector. In these situations it might be wise to give land only to the 
mini-farmers and to attack the poverty problem of the landless by means 
of a massive rural works program. (Settlement of the landless on new 
land, where available, and their migration to urban areas, when possible, 
are the other obvious alternatives.) 
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Effects on Marketed Surpl us and Savings 

2.18 The redistribution of land can have a pronounced impact on 
both availability of a marketable surplus and aggregate savings in the 
agricultural sector. .Al though the total effect of the redistrf,)Ution 
process will depend to a large extent on the costs of increased' output 
after the redistribution, the change in the size distribution of holdings 
will shift the distribution of the source of marketable surplus and 
savings. !\t3 the marketed surplus generates agricultural incomes and so 
potential ~ash savings, it determines the size of the rural market for 
domestically produced industrial products. The marketed surplus also 
represents the supply of agricultural products, mostly food, for the 
urban population. A fall in surplus could thus necessitate imports and 
put an added strain on the balance of payments. But increasing the 
marketed surplus need not necessarily increase savings, and where it does 
these need not be monetized but rather may take the form of increased 
on-farm investment in items such as improved housing, wells, and 
access roads. · 

Marketed Surplus 

2.19 A reduction in land concentration through land reform could 
lead to a fall in the marketed surplus -- at least in the short run. 
Small farm households tend to consume a larger proportion of their small 
output than do households which have a large enough acreage to produce 
in excess of domestic requirements. Thus, the ratio of marketei surplus 
t o production falls as farm size decreases. Data from India sh6w, for 
example, that small farms (2.5 acres or less) sell only 24.5 percent of 
their output whereas large farms (50 acres or more) sell 65.4 percent. 
But these farm groups produce only 9.5 percent each of the national output. 
If output remained the sarre but, hypothetically, farms above a certain size 
were eliminated and their land transferred to the small class, the surplus
output ratio would probably decline. The rate of decline, however, might 
not be very great given that the largest and the smallest farm size groups 
account for only small proportions of total output. 

2.20 But the surplus-output ratios of different farm-size groups, 
and their shares of total output and sales, can differ widely across 
countries and regions. Sixty-one percent of the maize farmers in Puebla, 
Mexico, for example, sells no maize at all; and another 16 percent sells 
25 percent or less of its output. In Chile, on the other hand, a typical 
crop sharer selis as much as 43 percent of his output. In Mexico, 6.6 
percent of the marketed surplus comes from 70.7 percent of the farmers; 
and 55.4 percent comes from only 1 .7 percent. In India, 48 percent of 
the farms (less than 2l~ acres) contribute only 6 percent of sales, 1 per
cent (more than 50 acres) contribute 16 percent and 51 percent (with 
2.5 - 50 acres) contribute the bulk (78 percent) of the total surplus. 

2.21 These differences would determine how much the surplus ratio 
would fall after land reform; but there can be no doubt that it would 
fall, with subsequent deleterious effects on the economy. However, this 
decline in the market surplus ratio need not result in a decline in total 
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surplus, provided that there is a compensatory increase in total output. 
Since per acre yields on small farms cah be higher than on large farms, 
a sufficient increase in output can materialize if, after reform, the 
necessary conditions are fulfilled whereby small farms can realize 
their full production potential. .In addition, from the welfare point of 
view, a decline in the market surplus ratio has a direct distributive 
dimension which should be offset against the decline. As the surplus
output ratio falls, the subsistence consumption of small farmers 
increases -- the extra consumpti6n in kind representing a direct increase 
in their incomes (nutrition). Insofar as the productivity of small 
farmers was previously constrained by inadequate nutrition, there should 
also be a positive productivity effect. 

Savings 

2.22 In considering the productivity effect of land reform, it is 
necessary to examine the implications of a change in farm size structure 
on the aggregate savings rate of the farm sector as a whole, since the 
savings rate represents the contribution of the sector to the long run 
growth of both its own productive capacity and that of the rest of the 
economy. Although there is scant evidence on savings rates of different 
classes of farm households in developing countries, it can be expected 
that the behavior of the savings rate will be similar to that of the 
marketed surplus. At the lowest end of the farm size scale, the subsist
ence farmers can be expected to be net 11dissavers 11 (for instance, by 
running down the existing soil fertility). As farm size increases, the 
savings rate can be anticipated to become positive and increase along 
with farm size (though large farmers can be "dissavers 11 too, by using 
capital for consumption). A recent study in the State of Haria.na, India, 
tended to confirm this: the savings ratio was found to be -0.24 percent 
for small farmers, 8.5 percent for medium farmers, and 16.J percent for 
large farmers. In a further study in Orissa, India, there was no direct 
measure of the savings made, but the ratio of net capital formation as a 
proportion of income was found to be 5.5 percent in the smallest farm 
size group (0-2 acres) and 19.J percent on larger farms (8 acres and above). 
For unirrigated villages, the corresponding figures were lower -- 2.6 percent 
on the smallest farms, and 11 .2 percent on the larger farms. 

2.23 It follows that a reduction in concentration of land will reduce 
the average savings rate of the farm sector. But, again, if a compensa
tory increase in total income can be secured by intensifying inputs per 
unit of land soon after land reform, the aggregate savings can be pre
vented from falling. This adds to the urgency of introducing effective 
agrarian reform (including improved technology and services) along with 
land reform. 

2.24 A policy implication, from the above, is that the farm size 
structure created by any land reform program should fix a minimum 
as well as a maximum farm size. The minimum farm size clearly should be 
determined on the basis of the current national norm of minimum family 
income. But one of the criteria for determining the minimum income 
itself should be that it at least enable the smallholder to cease to be 
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a "dis saver. 11 An analogous criterion can also be derived from ·':-,he 
known behavior of marketed surplus: the smallholder should have at least 
enough land for positive sales. 

Tenancy Reform 

2.25 The most successful land reforms include those whereby tenants 
become owners of the land they operate, as in Japan, Taiwan, and some 
parts of Europe. OWnership control and income from the land is thus 
redistributed. However, if landlords are allowed to retain land that 
might be self-operated, and tenants become owners of the land that they 
operate, then the size distribution of operational holdings may not 
change. With the conversion of tenants into owners, there is greater 
security of tenure and larger incomes for the farmers . This, in turn, 
encourages increased savings and so on-farm investment and higher output. 

2.26 The cqnversion of tenants into owner-operators generally 
leads to a more efficient and more equitable form of production organization 
than tenancy. This is evidenced not only from the reforms in Japan and 
Taiwan, but also from experience in part.s of Africa where "customary" 
tradition is converted into freehold. In Kenya, the provision of security 
of tenure, especially in the temperate production areas, has increased 
on-farm invest ment and helped raise output. 

2.27 There may be situations where tenancy reform aims at stabilizing 
the position of tenants with respect to rerrt paid, security of tenure, and 
l abor objectives, without transferring ownership rights to them. Here the 
problem is to promote more efficient types of tenancy, with contracts 
having well-defined incentives and deterrents. Expert consensus is that 
fixed cash-rent contracts are superior to the more common crop-share contract, 
for the whole income in excess of the fixed rent accrues to the actual cul
tivator. Crop sharers, though, ~ften have a preference for crop sharing 
because it provides risk insurance. Crop sharing, however, can be made 
more efficient and equitable if it is considered with cost sharing. There 
is growing evidence from the Philippines, for example, that since the 
onset of the spread of the seed-fertilizer technology, landlords and crop 
sharers spontaneously have begun trying to combine cost sharing with crop 
sharing because the combination is profitable to both. 

2.28 Tenurial reforms, whether through the distribution of the land 
to those working it or the provision of greater security of tenure and 
improved rental contracts, have an effect on development. They improve 
income distribut ion by shif ting income away from the landlords to small
scale producers, often those among the lowest income groups. The more 
secure producers t end to invest part of their higher earnings in their 
holdings -- thus r aising the level of investment in agricultural production-
whereas absentee landlords frequently invest in off-farm activities. 
Finally, greater security enables tenants to benefit from appropriate 
technological changes instead of being displac~ when landlords find it 
to their advantage to adopt a different technology. The financial returns 
to the landlord may be high from using machines and hired labor, but the 
returns to the economy are usually higher from labor-intensive operations 
undertaken by smallholders. 
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Implementation Issues 

2.29 If reforms are to generate the anticipated benefits, several 
important considerations must be ta.ken into account. First, since 
agriculture is a private sector activity in most countries of the world, 
production and investment decisi6ns are made by millions of individuals 
operating in their own interests. Very often the greater part of national 
output comes from medium-sized farmers. These farmers, as with all inves
tors, weigh the risks as they perceive them before making on-farm invest
ments -- the major component of total investment in agriculture. 
Sustained uncertainty about a government's intentions with regard to the 
distribution of land adds to the risk of investment and can have a nega
tive impact on capital formation and production. In some instances, 
continued uncertainty has led to disinvestment in agriculture by owner
operators and capital flight from the country. It follows that the 
more specific the plans and the more clearly defined the policies 
regarding land reform, the less likely the acceleration of disinvest
ment by land owners and, so, the lower the 11 cost 11 of the reform. 

2.30 Second, the introduction of a major land reform program usually 
disrupts the system of logistical support from the commercial sector to 
the farmers. In most countries in the world, · there is a well-established 
link between commercial bankers and suppliers in the private sector and 
the larger agricultural producers. This linkage is based on mutual 
interests and, often, on long-standing business association. The redis
tribution of land frequently leads to a breakdown of this system. There 
is often a long hiatus before the. public sector can undertake the role 
previously filled by the private sector or the private sector adjusts to 
its new situation. Without an appropriate organization for the provision 
of inputs there will be a decline in productivity and a fall in output. 
Thus, the reduction of the costs of a land reform program -- in terms of 
production foregone -- depends on the rapid reorganization of the inpu~_supply 
system. 

2.31 Third, the nature of the organizations providing for both the 
supply of necessary inputs and the marketing of production surpluses is 
crucial in a post-reform period. There are many different forms of orga
nization: cooper'•atives, agricultural development banks, special credit 
institutions, marketing authorities, and the like. Whatever the orga
nizations that prevail, it is essential that they be designed specifically 
to assist the beneficiaries of a reform. In many instances, the institu
tions that have provided services in a post-reform period have continued 
with a bias in favor of larger size operations. Part of the reason for 
t his is that these institutions have not been able to adapt their methods 
of operation to the needs of large numbers of small farmers. Unle s s this 
is done, the beneficiaries of the reform may not be in a position to 
increase their outputs. Indeed th~ appropriate organization of supplies 
and the evolution of a low-cost delivery system to reach small-scale 
producers is a sine qua non for sustained. increased productivity. 

2.32 Fourth, there are situations where land reform programs might 
need adaptation if they are to fulfill the objectives of development. 
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When land is fully utilized and yields are already high, there may be 
some question as to the impact of redistribution of land on productivity 
and employment. In this context, it is important to determine the 
reasons for high yields. In much of agriculture, most of the inputs are 
"divisible," thus reducing the importance of scale of operations as a 
factor in raising productivity. There are some situations where high 
yields and efficient operations may be directly associated with a 
system organized to function on a large scale (as in certain types of 
sugar plantations). The breaking up of such holdings may well reduce 
yields and lower output. A more realistic approach to obtaining wide
spread benefits would be to leave such operations intact and redistri
bute the profits from the enterprise. ~~his can be done through taxation, 
by raising the wages of the workers, or ·-- as in Peru -- converting the 
operation into a worker-owned corporation and distributing dividends, out 
of profits, to the participating stockholders. 

2.33 Finally, land reform leads to structural changes within the 
agricultural sector. The post-reform structure will depend on the ideology 
of the government. In some instances, there will be an increase in the 
number of small-scale owner operations; in others, producers cooperatives, 
or communes, or large-scale state f_?.rms will emerge. The pattern that 
evolves may also be tailored to fit the economic environment: the 
organization might be based on~ system which can use surplus labor for 
direct capital formulation; other organizations (such as large-scale state 
farms) might be intended to save labor. Experience has indicated, however, 
that: 

(a) Government regoranization can generate enthusiasm and 
provide opportunities for mobilizing laborer~ but raising 
output depends · on more than land and labor. There must 
be an appropriate supply of other inputs. 

(b) No matter what the structure, an appropriate system of 
management is necessary which enables the managers of land 
to make decisions in a timely fashion -- a most important 

· condition in agriculture and one that is dependent on 
weather. This is a condition, however, that is often 
unfulfilled in rigidly controlled societies. 

(c) There must be an adequat~ system of incentives and rewards 
if there is to be an increase in productivity in agricul
ture. This applies both to the agricultural sector as a 
whole and to the units in which beneficiaries of reforms 
are organized. Many communes, producer cooperatives, and 
other units of production have floundered over the develop
ing of a system that contains both equity and incentives. 
The creation of adequate incentives is particularly 
important in a situation where labor is the major input. 
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2.34 Land reforms, although equity oriented, can be consistent 
with all the goals of economic development: raising productivity, 
increasin-~ employment, and providing -wider equity. In the long run, 
land refocm need not lead to a reduction in marketed output or savings. 
Tenancy r3forms can redistribute incornes and, through providing security 
of tenure, can encourage increased on-farm investment. However, sus
tained in)reases in output depend on complementary investments and 
policies. The most important of these concern the organization and 
provision of an adequate supply of inputs for the beneficiaries and the 
creation )f appropriate incentives to use these inputs to raise output. 
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Table 2. 2: AGRICULTURAL OUTPUT PER HEGI' i\.:lE & PER WORKER 
BY FARM SIZE, LATIN ANF?.ICA 

1 2 
Srnall"::!st Largest 
Sub-family- . . . · Hult.i-f amily 

Countl'Y Year Farms :rarp,~: 
J:-- (National i-~onetary Unit ?er Agricultural Hectare) 

Argentina 1960 2492 30'+ 
,,. 

19.50 1'-:.98 170 BraziJ. 

Chile 19.55' 334 ·41 

Colombia 1960 1198 84 

Ecuador 1954 1862 660 

Guatemala 1950 63 16 

(National. :Monetary ~Jn:L t P~r Work.=rr) . 
Argent i r..a 1960 40 192 

Brazil 1950 _1197 8237 

Chile 1955 268 1171 

Coloml ia ·1960 n2 9673 

Guatenala 1950 74 -523 

Source: Barraclough and Collarte (1973), Table B-2o 

3 
Rat.:i.o 
Col • .. 1 to 
Culo 2 

8.2 

808 

802 

14.3 

2.8 

3.9 

.21 

.14 

~23 

.,10 

ol4 
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III. THE BANK AND lAND REFORM 

Changing Concerns 

J.1 'rhe position of the Bank Group in regard to land reform has changed. 
over the pist decade, reflecting a reconsideration of the objectives of devel
opment and the most appropriate strategies for attaining these objectives. 
The objecti ves of development are now generally accepted to be the attainment 
or increased productivity and employment., and social justice. As has been 
pointed out , land reform can be consist3nt with these objectives and, in so110 
situations ~ well be a necessary condition for attaining them. 

J.2 In the early years of Bank Group operations, the focus was on pro-
viding adequate infrastructure for increasing agricultural production. In 
the early ·, 960s, the approach to agricultural development was widened to 
include tho provision of rural credit and on-farm inputs. Problems of tenure 
were seen to have an indirect bearing o:n production, mainly because they 
influenced on-farm investment decisions and determined. the efficiency of 
resource u:ie, especially irrigation wat,3r. By the end of the 1960s, though, 
there was Hrowing concern about distrib·1tion of income in the rural areas am 
the relat:Lonship between land distribut,ion and income distribution. This 
was reflected in the Agriculture Sector Paper of 1972, which recognized a 
relationship between land distribution ilnd equity. The paper stated: 

11 In developing countries, land presents a lllUCh higher proportion 
of total wealth than in developed countries, and inegalitarian 
patterns of landownership are a major source of income in equality • 
.Furthermore, the owners of land usually possess political and 
economic power which can be exercised in ways that harm the 
interests of the bulk of the rural people." (p. JO) 

The paper goes on to affirm that: 

1r rt is clear that agricultural development cannot do all it might 
to improve rural life if the distribution of land ownership is 
highly skewed. 11 _ (p.J5) 

This concern has been reflected. both in the technical assistance offered to 
governmento (especially in sector survey and economic reports) and in the 
types and components of projects in tlE lending program. 

Technical Assistance 

Jo) The Bank has been concerned w:i.th problems associated with land 
distribution and land reform since the beginning of its operationso One of 
the first n1ajor economic surveys undertaken was of Colombia in 1955. The 
mission identified the patterns of land use and land distribution by size of 
holding to be major obstacles to accelerating agricultural development. Large 
stretches c,f fertile land were held by large scale producers for livestock 
raising, while intensive agriculture was practiced by "minifundios" on land 
that was less suited for crop production. The mission recommended to the 



- 23 -

government that they introduce a graduated land tax as a means of intensifying 
land use. A subsequent agricultural sector mission in 1956 confirllled that 
the systems of land tenure and land use were barriers to increasing output. 
This mission recommended that the governll8nt adopt a presumptive income tax 
to encourage a more productive use of~. 

3.4 The two missions to Colombia were concerned with increasing produc-
tivity and intensifying land use. The missions were not concerned with the 
redistribution of land as a means ,of encouraging greater equity, nor did they 
consider redistribution as a means of intensifying production. Rather, they 
took the view that the distribution of land was a matter of national policy and 
internal politics and that the Bank Group--M an external lending agency-
should adhere to the existing policy and not advocate a rapid redistribution 
of land. It did, however, reoo11111l8nd. a vigorous policy of settlam.ent on re
claimed and cleared 1and. 

3.5 Since that time there have been missions and sector surveys in almost 
all the countries served by the Bank. M:lny of these have pointed to patterns 
of land control and insecurity of tenure as obstacles to raising agricultural 
productivity. More recently, there is a growing emphasis on the problems of 
distribution of land and the rights to land as factors that influence equity 
as well as productivity. Thus, missions to Ethiopia and Morocco have drawn 
attention to the relationship between the land tenure situation and the distri
bution of benefits from growth. In Morocco, the mission emphasized the 
possibility of redistributing land as a means of increasing both output ani 
equity. In Ethiopia, the problem was seen as one of uneven land distribut:Lon 
and insecurity of tenure; security of tenure was considered to be especially 
significant in the light of the distribution of potential gaills from new 
technology being introduced into the country. Landlords were :finding it 
increasingly profitable to displace their tenants as ma.chine technology pro
vided. higher re,turns to the landlord when he hired labor. 

3.6 Despite this trend, ma.IV' reports do not give appropriate emphasis 
to issues related to land reform and development. We need to be better informed 
about conditions governing rights to land and related institutions in member 
countries. More needs to be known abou~ the distribution of land, conditions 
governing tenancy, and the policies and programs instituted to inf'luence the 
distribution of land and rural incomes. It is only through a thorough analysis 
of conditions within member countries that the Bank will be in a position to di s · 
cuss policy options with member governments. At present, many reports s t ill do 
not address these J>rOblems; hqwever, new guidelines are being developed which 
can form a basis for discussing these issues in a systematic way in sector and 
economic reports. 

3.7 The Bank1s lending for agricultural development has increased very 
rapidly in recent years. Loans and credits have been made to c ountriea with 
widely differing social and political structures. These have included socialis t 
countries, such. as Yugoslavia and Tanzania, as well as countries that follow 
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capitalism, such cs Argentina and Thailand. Loans and credits have been 
made for agriculture operating under different forms of tenure--ror koabinats 
in Yugoslavia, kibbutzes in Israel, individual holdings in India, cooperative 
production units in Tunisia, and group farmers in Ken;,ra. Fllnds have also been 
prc,vided for large scale livestock producers, large scale plantations and 
small scale producers; these have benefited absentee landlor1a, large land
owners, small landowners, tenants, and farm workers. On the other hand, the 
Bank has not been totally indifferent to structural and income distribution 
aspects, and the record shows an increasing awareness of the implications 
reflected in more .frequent use of measures to improve th.em. · 

J.B Nevertheless, few projects have suJjported land reform as such. In 
general, external financing, whether multilateral or bilateral, has played 
a minor role in the financing of land reform programs. One reason for this 
is that the process of reform in itself may only require relatively smal.l 
outlays of public funds, as expenditures for a redistributive reform depend 
mostly on the levels and forms of compensation that are set for the form.er 
landowners. Public discussion of land reform financing is generally- dOlll.inated. 
by this issue .. When land is confiscated as part of a revolutionary process--
as it was in Mexico and Bolivia--there is clearly little if any- public ex
penditure involved. Naturally, the compensation issue tends to be more important 
in countries such as Colombia and Venezuela where land is purchased.. Even so, 
the actual amowtta involved. are not substantial, especially where, as is the 
usu::i.l case, payment is mostly in bonds. It is estimated that, in those Latin 
American cowttries that followed non-confiscatory reforms, only some nine to 
fifteen percent of their total refol"l'l-related cash budgets went for landowner 
compensation--though in other cases the figure could be much higher. 

J. 9 Compensation paid for land is a "transfer payment" from the public 
sector to the landholding groups. Without doubt, compensation· can have 
serious implications for income distribution, consumption, and investment--
but it does not of itself create any new productive capabilities in the country. 
Partly because of this, international lending institutions have refrained 
f'rom using their resources for financing land purchase. It has been suggested 
that the international agencies might guarantee bonds issued to compensate 
landlords. If financing were to be through international maintenance-of-value 
guarantees of bonds and for compensation, this would have the paradoxical 
effect of giving land bonds greater stability than that enjoyed by the 
currencies of issuing countries. 

J.10 The Bank has provided general support for at least one far-reaching 
land reform program. Thi s was in Tunisia where the Bank provided a loan of 
US$ 18 milli on intended to back a major agrarian reform relating to former 
French-owned estates, which occupied the most fertile land in that country. 
The .nationalized land was to be converted into 11Wlits of production" which 
were to be farmed on a cooperative basis; each unit of production was to be 
self-financing and, inter alia, was to pay a guaranteed minimum cash wage to 
the workers out of tne farm profits. However, the scarcity of trained man
power and the rapid pace taken in establishing new cooperatives made it difficult 
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for the production units to start on a sound basis and generat-9 a large enough 
cash flow to meet their objectives. In addition, the system had built in 
disincentives because wages were not paid according to work. The Bank success
fully pressed for substantial improvements in conception, design, a.Di imple
mentation of the agrarian reform. It was unable, however, to influence the 
major political decision to either take all the land in Tllnisia under state 
management or put it all under the control of cooperatives. The extension of 
reform strained the limited administrative capacity and the reform program 
collapsed. Smallholders opted for private farming and were supported by land
owners who resisted the takeover of their lands. The Bank subsequently cancelled 
half of the loan. 

3.11 The problems encountered in fi.L\ancing the Tunisian program underscore 
some . of the difficulties in lending for reform-related projects. The financial 
viability of these projects depends to a great extent on the managerial capacity 
of the beneficiaries of the reform and the developnent of an efficient service 
system for them. Very often the managerial capacity of the beneficiaries may 
be untried; the agencies created to deliver the inputs are usually new, have 
limited technical capacity, and are of questionable financial viability. 
Furthermore, as has been pointed out previously, these institutions o£ten 
provide inputs formerly provided by the private sector, and the whole delivery 
system changes from one based on the profit motive to one based in the first 
instance on social considerations. This directly affects their financial 
viability, especially in that cash flows generated by reform projects tend to 
be less immediate than in other projects, am many investments in social overhead 
are not self-liquidating in the short run. 

J.12 Another Bank project provided direct financial assistance to facilitate 
the implementation of land reform as part of the Lilongwe development scheme in 
Ms.lawi. It was recognized during preparation of the Lilongwe Project that there 
was an opportunity to change the existing land tenure pattern of customary right 
of usufruct. The need for change to a more secure and lasting tenure system 
was evident as almost all uncultivated land had been 'Uken up; individual 
holdings were of the order of about five acres per family, and fragmentation of 
holdings had occurred on a substantial scale. Five acres was deemed to be the 
minimum holding size capable of providing a fami.J.y with subsistence at present 
levels of technology. As a consequence, the Malawi Government introduced three 
Acts of Parliament which provided for the allocation, consolidation, and regis 
tration of holdings, and the issue of either family or individual freehold titi ~. i. 
These Acts also provided for the regulation of the subsequent sale, mortgage, 
or transfer of registered land through the establishment of Lam Boards. To date 
some 200,000 acres have been allocated and titles issued on 60,000 acres. IDA 
credits are being used for the land survey (both topographical and cad.astral) , 
the provision of allocation and registration staff, vehicles, equipment, and the 
construction of housing and a land registry. The amount involved will be 
approximately US$ 1.0 million by the end of the second phase. The Lilongwe 
project indicates that Bank assistance can plEcy" a role in assisting governments 
in "t:,he "mechanics" of land reform and in the drafting of legislation • . 
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3.13 There have been a number of other projects financed by the Bank 
that have involved some change in distribution of land or in tenurial rights 
within the area encompassed by the project. These include projects tor land 
settlement, outgrower schemes, irrigation, and rural credit. 

Land Settlement 

J.14 The Bank has financed a number of settlement projects in which 
infrastructure was made available together with other services for families 
settled in the project area. Table J.1 gives information on ten projects 
located in Brazil, Colombia, Ethiopia, Kecya, Malawi, and Ma.lays:..a. Seven 
of the projects were established on public land and so did not involve any 
change in the size distribution of existing holdings. Thus, settlers were 
allocated holdings of from 3 or 4 hectares in Malaysia to 40 hectares in Brazil. 
Each·holding was deemed adequate to provide a livelihood a.lld full employment 
for the settler and his family. 

J.15 There are severe limitations on settlement as a means of reaching 
large numbers of landless people or relieving pressures on land. Though the 
costs per family in a settlement project can be misleading, the data in 
Table 1 indicate the limitations on settlement projects--as presently conceived. 
The ten projects were intended to settle no more than 35,000 families; the 
total cost was expected to be $190 million vi th Bank contributi.CllS almost 
half that amount. The capital requirement of more than $5,000 per faai.ly 
limits the prospects of the approacho Clearly, the whole approach to capital 
intensive settlement requires reexamination in the light of 1he magnitude of the 
problem outlined in Annex I of this paper. 

Outgrower Schemes 

J.16 Previous mention was made of the problems of distributing the gains 
from plantation development. (Para. 2.32.) It was suggested that benefits be 
distributed through the raising of wages and the payment of dividem.s to the 
workers. In this area the Bank Group has made a substantail contribution toward 
a novel form of tenure through the development of 11outgrower" schemea. These 
schemes involve the production of tree crops on smallholdings rather than on 
large scale plantations. These smallholdings are established around the central 
nucleus of either a processing plant or a plantation. The central unit provides 
technical assistance, inputs, and marketing services for the outgrowers who, in 
turn, sel1 their products through the central organization. 

3o17 The Bank Group has participated in nine such projects--at a cost of 
$125 million of which the Bank has contributed $68 million--atflicting some 
120,000 families. These have included tea projects in Kenya, Uganda, Mauritius 
and Indonesia, rubber in Malaysia and Indonesia, cocoa in the Ivory Coast, and 
oil palm in Nigeria.. The average holding in each project has ranged from 10 
hectares in Senegal to an acre in Kenyao In the main, the size of holdings for 
outgrowers is small, although large enough, under labor intensive cropping 
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systems, to employ a family and produce enough of a high unit value 
commodity to yield an income well in exc.ess of that earned by producers of 
staple commod.i ties who have similar sizeo. holdings. While this system has 
made a valuable contribution toward establishing viable smallholders, it is 
only effective when there is a commodity that can be handled through a 
central processing system. 

Irrigation 

J.18 The Bank Group has invested over $400 million in irrigation. Most of 
the projects were intended to improve the use of water and bring more land into 
intensive production. To this end the Bank Group has worked with various 
governments in determining the most appropriate size of holding for the bene
ficiaries of each project. Thus far, eleven projects costing $342 million 
(incorporating a Bank investment of $190 million) are expected to improve 
810,000 hectares and benefit mort, than 500,000 families. Average size holding 
in the irrigated areas ranges from 1 O hectares in Iraq to one hectare in Korea, 
Ceylon, Pakistan, or an average 1.6 hectares per family over all the proj·ects. 

JQ19 In many instances, irrigation projects are subject to special regulations 
or laws regarding the size of holsiing that can be held by the beneficiaryo Thus, 
in Mexico, Bank Group sponsored projects have conformed to the law which lim:i. ts 
the size of irrigated holdings to a maximum of 10 hectares. Elsewhere, p~ob-
lems have arisen because there is no legal provisicn regarding size of holding 
or because the law has been ignored. In sane instances the Bank Group has 
insisted on special legislation giving tenants security of tenure. But in 
practice the Bank has found this difficult to enforce, and Governments have 
not corporated fully. 

Rural Credit 

J.20 While in itself farm credit is an important instrument for reaching 
particular size groups in agriculture, access ean be restricted by tenurial 
arrangements if lending criteria specify that registered land titles by used as 
collateral for borrowing. This question has been discussed more fully in the 
paper "Bank Policy on Agricultural Credit." Ba.nlc Group projects have provided 
more than $1.0 billion for rural credit. Most of these resources have aided 
larger commercial producers, though in recent years there has been a pronounced 
trend toward lending for smaller producers. By the end of 1973, an estimated 
$250 million had been allocated for small farmers. 

J.21 In some instances the Bank Group has made loans on condition that 
the recipient goverIUllent take steps to ensure that the intended beneficiaries 
do indeed gain from the investment. However, in several instances, the govern
ments concerned have not .:f'ulfilled obligations regarding the provision of securi ty 
for tenants or the allocation of land to low-income groui;:s .. In other instances , 
governments have failed to implemen~ conditions provided for by existing 
legislation on rights to land; or they have failed to introduce legislation 
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which would ha.ve met the conditions specified in the loans. This high
lights one of the major dilemmas confronting an international lending agency 
concerned with promotion of land reform as an instrument of economic 
development. That is, to what extent can the Bank influence the coarse of 
events regarding distribution of land., and income from the land, in the 
sovereign states that are members of tht3 Bank Group? 

Major Policy Options 

3.22 The Bank has to recognise that its leverage is limited as :Lt seeks 
to redefine its position with regard to land reform. Using Bank Group finance 
to gain a developmental impact through land reform involves highly complex 
issues at the project level, ani the potential for using Bank influence to press 
or even force the issue of structural reform on member countries is severely 
circumscribed. Such political decisions are not amenable to ready negotiation 
with the govermnents in the same W'cLS as are other institutional questions--
such as, for instance, the setting cf public utility rates. 

J.23 The Bank Group would seem to be left wit.h only two optionso First, 
in those countries interested. in pursuing land reform the Bank can give support 
in the form of technical assistance and finance for reform related projectso 
It should give overt priority in lending to those countries and projects which 
meet land reform criteria. Second, in those comtries where there is no 
government interest in land reform the Bank should: (i) study the sit.uation in 
all cases; (ii) call the attention of the government to the problems associated 
with the existing tenure system, and enter into a dialogue on the subject; 
(iii) support land reform proposals when they are made officially; and (iv) not 
lend for projects if tenure arrangements are so bad that they .frustrate the 
achievement of Bank objectives. These options are rellected in the policy 
recommendations provided in this paper. · 
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ANNEX I 

CONTEXT OF LAND REFORM 

Population to Land Ratios 

1. The total land area of the globe encompasses some 13,393 
million hectares made up of 1,457 million hectares of cropland, defined 
as arable land and land under permanent crops (10.8 percent); 2,987 
million hectares under permanent pasturage (22.8 percent); 4,041 million 
hectares under other uses (36.4 percent). · Of the arable land, approxi
mately 31 percent is in Asia; 19 percent in North and Central America; 
16 percent in the USSR; 15 percent in Africa; 10 percent in Europe; 
6 percent in South America; and 3 percent in Oceania. 

2. The world's population was estimated to be approximately 
3,617 million in the early 1970s. This represents an average of 3.9 
hectares of land, or close to 0.40 hectar.3s of cropland, per person. 
The world's agricultural population -- defined as population depending 
on agriculture for its livelihood -- is estimated to be 1,851 million, 
or 51 percent of the total population. On the basis of the global 
figures there is an average of 0.88 hectares of cropland. per person in 
agriculture. 

3 . The relationship between population and land in all major 
regions and for 50 selected countries is shown in Tables 1 and 2 res
pectively. Among other things, the tables reveal that: 

(a) More than 70 percent of all rural people live in Asia, 
which has approximately 31 percent of the world's crop
land. The ratio of agricultural population to cropland 
in Asia is the lowest among all the major regions, averag
ing 0.35 hectares per person. Together, Mainland China 
and India have an agricultural population of close to 
one billion, while Indonesia, Bangladesh, and Pakistan 
have a further 180 million. Of the Asian countries, 

-Burma has the most favorable ratio of cropland to rural 
population (1.08) followed by Pakistan (0.69), Malaysia 
(0.57), and India (0.44), as compared with Indonesia 
(0.22), Mainland China ,0.19), Bangladesh (0.16). The 
least favorable ratio is found in South Korea and North 
Vietnam (each with an estimated 0.13). It is notable 
that Taiwan and Japan have ratios of 0.14 and 0.26 arable 
acres per person in agriculture; Japan being the only 
developed country with such a low ratio -- well below 
the 1 .63 of Europe and 5.02 of North and Central America. 

(b) South America accounts for 4.0 percent of the world's 
agricultural population and 5.8 percent of the world's 
cropland. Although 13 percent of the land area of the 
world is in South America, almost half of that area is 
in forests and woodlands, 20 percent is in pastureland 
and only between 5 and 6 percent is in cropland. However, 
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as only 39 percent of the population is in agricul
ture there is an average of 1 .14 hectares of arable 
land per rural person. Argentina and Uruguay have high 
ratios of agricultural land to rural population, the 
most favorable in the developing world (7.03 and 4.04 
~espectively). Venezuela, Chile, Bolivia, Mexico, and 
Cuba have ratios of more than one hectare per person 
in agriculture; Brazil, Colombia, Peru and the crowded 
Central American Republics have ratios of less than one 
hectare per rural person; Haiti with 0.10 hectare per 
person in agriculture appears to have the most unfavor...: 
able ratio in the world. 

(c) Africa has 13 percent of the world's rural population and 
occupies close to 15 percent of the world's cropland with 
an average of 0.90 hectares of cropland per person in 
agriculture; 67 percent of the population depends on 
agriculture, a higher proportion than in any other region. 
The most favorable ratio in tropical Africa appears to 
be in the Ivory Coast with 2.22 hectares per person in 
agriculture. Uganda, Ghana, Nigeria, and Zaire have 
between close to 0.50 hectares and 0.70 hectares per 
person in agriculture. Rwanda with 0.21 hectares per 
person in agriculture is one of the handful of countries 
in tropical Africa that has a pressure on land resources 
that is greater than the average in Asia. 

4. The above brief sununary indicates the wide range of differences 
that pre,rnil with regard to population densities in the rural areas in 
different regions and among various countries of the developing world. 
These data indicate that, by and large, it is the countries with a high 
proportion of population in agriculture that have the less favorable 
ratios of·population· to land; they are also among the poo~est countries 
in the world. Further, these are also the countries in which population 
is increasing at a rapid rate and where raising agricultural output is 
perhaps most difficult. 

Population and Production 

5. The proportion of population in the rural areas of developing 
countries, while declining relative to total population, is increasing 
in absolute numbers. Despite rapid migration out of agriculture and 
the explosive growth of certain areas, there has been an increase and 
even an accelaration in the rates of growth of the rural population 
in all regions of the world other than Africa. Table 3 shows the trends 
in rates of growth between 1950-60 and 1960-70, with overall growth rates 
rising from 1 .9 percent to 2.1 percent and the largest regional rate of 
increase being the rise from 1 .8 percent to 2.1 percent in the Far East . 
(where rural population is already very dense). 
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6. The increasing population has added to the populatjon pressure 
on the land. Historically, this pressure has been relieved through the 
expansion of acreage along a frontier of cultivation. Indeed it was the 
expansion of the frontier in the new lands of North America, .Argentina, 
South .Airica, and Australia that helped relieve population pressure in 
the firEt period of generalized population growth in the late eighteenth 
century. It was in these areas, where population growth was swollen by 
an influx of migrants, that there were rates of population increase that 
compare with the rates today in many of the poorer countries. However, 
since the frontier is fast disappearing in most of the poor countries of 
today, so are the opportunities for low-cost expansion of acreage under 
cultivation. The changing situation is difficult to document at an 
aggregate level, but Table 4 gives some perspectives on trends in expan
sion of cropped areas and production. 

7. The rate of expansion in acreage fell, in the aggregate, between 
the 1950s and the 1960s. The only exception is Latin America where the 
acreage under cultivation grew from a rate of 1 .8 to 2.5 percent a year; 
the rate of increase in expansion of acreage slowed down in all other 
areas, halving in the Near East from 2.2 percent a year to 1 .1 percent. 
When the rates of growth of population are compared with rates of 
increase in acreage under cultivation, it appears that rural ~opulation 
was increasing at around the same rate as the cropped areas dQring the 
1950s, but increased more than one and a half times as fast as the cropped 
area during the 1960s. 

8. As is shown in Table 4, production increased at the same rate 
during the 1950s and the 1960s. A consistent rate of increase in output 
with an increasing rural population indicates a decline in the rate of 
growth of output and incomes; from 0.9 percent per annum in the 1950s to 
0.7 percent per annum in the 1960s. At the same time as average per 
capita income was increasing at a declining rate, yields per aqre r<)se 
very moderately -- in this instance an increase of around 0.4 percent 
a year between the 1950s and 1960s. 

9. The increase in population and slow expansion of the area under 
cultivation have worsened man-land ratios. The worsening of these ratios, 
arising from constraints on the low-cost expansion of acreage under 
cultivation, makes it increasingly difficult to accelerate rates of growth 
of output and income in agriculture. This is because raising yields 
requires a higher level of technology and management compared with increas
ing output or expanding acreage under cultivation. It is only in recent 
years that there has been a concerted effort to develop technologies to 
raise yields of staple crops grown in the developing areas. Hitherto, 
these efforts have been confined to a handful of crops and the successes 
attained have been limited to a relatively small area of the developing 
world. There are some fortunate countries, such as Nigeria, that have 
some land resources available for future development through expansion 
of acreage under cultivation~ But many other countries have little or no 
unused land and so the situation is correspondingly worse. The emphasis 
in the latter countries will have to be placed increasingly on raising 
yields per hectare. 
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10. The increasing pressure of population on the land highlights 
the issue of absorptive capacity in agriculture. There are considerable 
opportunities for increasing employment and production in ·agriculture in 
most of the developing countries. This applies to the more densely 
populated regions as well as to others. Table 5 shows the startling 
differences in input of agricultural labor and output per hectare in 
developing countries of Asia on the one hand and in Japan on the other. 
Japan is a country of small holdings and has approximately two workers 
per hectare with an average output of $397 per worker and $762 per 
hectare. Several other countries have a higher ratio of workers to the 
land than Japan. One country, MaJ.aysia, has a higher output per worker 
in agriculture than in Japan. However, the point to be emphasized is 
that if the level of labor intensity of two workers per hectare pre
vailing in Japan could be attained in countries such as Pakistan and 
India, the agricultural sector in those two countries could absorb all 
the labor force expected by 1985. This kind of labor intensity is not 
likely to be reached, however, because of the smallness of the irrigated 
area in Pakistan and India, and other constraints related to technology, 
resource base, land tenure, and capital formation in these regions. 

11 • It is reasonably clear that whatever is done will only partially 
satisfy the e-rnr-rising demands for work and income in the many less
developed countries that are faced with the general problems of high 
population growth, low incomes, and increasing unemployment. With 
very few exceptions, the poverty and unemployment problems of the less
developed countries are unlikely to have any long-term solutions that 
do not include a reduction in population growth, urban as well as rural. 
Nonetheless, even if effective birth control could be introduced over
night, there will still have to be special and possibly extraordinary 
measures to satisfy the expanding de~ands for work and income from 
today's children. Such measures include those related to land reform. 

Distribution of Land 

1 2. The ratio of population to ~-and tells us nothing about the 
distribution of the land among the rural population: countries with dense 
rural populations can have a more even distribution of land than countries 
with sparse populations. The ~ost recent data on distribution of holdings 
by size is given in the worldwide census of agriculture held in the early 
1960s. This covered 83 countries, including all of the larger countries 
t hat are members of the Bank Group except Nigeria, Romania, Ecuador, 
Bolivia, and Afghanistan. 

13. The census provides a breakdown of distribution by size of 
138.J million holdings in the 83 countries. There is also a breakdown 
of the distribution of land and cropland by size of holding for 64 
countries (which account for all but 9 percent of the land in the 83 
countries covered in the census). Table 6 combines the two sets of 
information to give an indication of the distribution of land and crop
land by size of holding. 
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14. The infonnation in Table 6 shows the following: 

(a) 53.9 million holdings, or 39 percent of all holdings 
are under one hectare in size; ii' the patterns in the 
83 countries is the same as in the 64 countries for 
which there are data on distribution of size and dis
tribution of land then these . holdings occupy 1 o 1 percent 
of the land area and 3.4 percent of the cropland. 

(b) 109 million holdings, or 78.8 percent of all holdings, 
are less than 5 hectares in size; based on the same 
assumption as above these holdings will account for 
approximately 6.8 percent of the land under farms and 
20.7 percent of cropland. 

(c) One million holdings of 200 hectares or more represented 
less than 0.8 percent of all holdings in the 83 countries; 
in the 64 countries surveyed farms of this size group 
accounted for 66 percent of all land under farms and 
nearly 25 percent of all cropland. 

1 5. The data confirms that, when viewed in the aggregate, the di:::
tribution of land and cropland is highly skewed. If the distribution of 
holdings by size in 84 countries represents a global picture, and if the 
distribution of 91 percent of the land reflects the pattern of distribu
tion of all the land, then: holdings above 50 hectares in size, which 
represent 3.2 percent of all holdings, account for 78.8 percent of the 
farmland and 45.3 percent of all the cropland, i.e., roughly 3 percent 
of all holdings (in the aggregate) accounts for slightly less than half 
of the arable land and land under permanent crops and more than three
quarters of all land under farms. Conversely 97 percent of all holdings 
accounts for less than one-quarter of all land under farms and slightly 
more than half of the area under crops. 

16. The information on distribution of holdings by size refers to 
the 83 countrie~ both developed and developing, covered by the census. 
There were an estimated 16 million holdings of less than 5 hectar~s in 
the developed world: 6 million in Japan and 10 million in Europe. Thus . 
there were some 122 million holdings in the less developed countries 
of which some 92 million were less than 5 hectares in size; approximately 
half of these holdings were less than 1 hectare and the remainder were 
between 1 and 5 hectares in size. 

17. It is safe to conclude that there are well in excess of 100 
million holdings of less than 5 hectares in the developing world at the 
present time. This conclusion is derived as follows: the 1960 census 
indicated t here were approximately 92 million smallholders in 83 deve
loping countries, excluding those in Nigeria, Afghanistan, Ecuador, and 
Bolivia . Together, at the time of the census, these countries had an 
agricultural population estimated to be close to SO million people, or 
10 million families, most of whom were farming on uni ts of less than 5 
hectares in size. Thus it is highly likely that there were already 
close to 100 million holdings of less than 5 hectares in 1960. Between 
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1960 and 1970 the agricultural population in the developing countries has 
increased by a reported 190 million persons, or by more than an estimated 
35 million farm families. Preliminary indications are that there has 
been an increase in fragmentation of holdings in many of the more densely 
populated countries as well as in those coui1tries that have skewed dis
tribution of land. Consequently, it is safe to assume that the census 
forthcoming in the 1970s will reveal that there are well in excess of 100 
million smallholders in the developing world;in all probability, more 
than half of their holdings are less than one hectare ·in size. 

1 8. The 1 960 census data also provided information_ on holdings by size 
and land area for different regions and countries. The most comprehensive 
regional and national analysis for the 83 countries deals with holdings 
of one hectare or more in size and pertains to 84.4 million holdings 
covering 2,242 million hectares. Obviously, this is not complete coverage, 
excluding, as it does, holdings of less than one hectare. However, it 
does provide insight into the patterns of distribution of holdings within 
the major regions. The results are summarized in Table 7. 

19 . The analysis indicates the vast differences in patterns of land 
holding and distribution of land between Asia and the other regions. The 
contrast between Asia and the .Americas is highlighted by the fact that 78 
percent of the holdings larger than 1 hectare in Asia are less than 5 
hectares in size and occupy 40.7 percent of the land; the 36.4 percent 
of holdings in South .America and 23.4 percent in North and Central America 
that are less than 5 hectares in size occupy o!!J_y 1 .R§r_c~nt and 0.5 
percent respectively of the area under farms in these areas. ·Only 
9 percent of the area in Asia is in holdings of more than 50 hectares, 
as much as 34.7 percent in Europe and more than 90 percent in North and 
Central America, South America, and Oceania, was in farms of more than 
50 hectares in size. 

20. The data for Africa as presented in the census are misleading. 
This is because the 1960 census had poor coverage of that .continent with 
the data on the distribution of holdings by size and acreage for the 18 
countries surveyed heavily weighted by the results in South Africa and 
Southern Rhodesia, and the confining of measures in Zambia to European 
holdings and in Tanzania to commercial holdings. If these are excluded 
from the sample then the land of under 5 hectares held by smallholders is 
much more than 50 percent of all land. 

21. The analysis of distribution of holdings by size on a regional 
basis points to the highly skewed distribution in the Americas; the 
pattern of holdings in the eight major countries in Latin America helps 
e:;..,'J)lain this, as shown in Table 8. The information confinns that a very 
high proportion of all land -- ranging from 84 to 97.5 percent -- in the 
8 countries is held in holdings of more than 50 hectares in size. At 
the other end of the spectrum only 5 percent of the land in the 8 countries 
is in holdings of less than 5 hectares (even though these holdings consti
tute between 14 percent and 74 percent of all holdings). 
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22. A further partial measure of concentration ·of holdings is 
given by the Gini coefficient -- an index of concentration ~§LSed on 
the departure of an existing pattern of holdings from; an even distri
bution, as revtial-ed by a Lorenz. curve. The Gini coefficient has been 
estimated for 31 countries which have been grouped into three categories, 
as shown in Table 9. As can be seen, the · Gini coefficient indicates a 
high concentration in six South .AJnerican countries included in the sample; 
on the other hand countries such as Taiwan, Canada, Japan, and Sweden 
have a low concentration of holdings. Clearly there is a wide range in 
the distribution of holdings by size in different parts of the world. 
The most skewed distribution appears to be in Latin .AJnerica where there 
is a relatively low rural population density; at the same time the dis
tribution of land appears to be much less skewed in many areas with a 
very high density of population, notably Asia and Europe. It is of 
special interest that two of the countries with dense populations and very 
little concentration of land holdings are Japan and Taiwan. 

23. The distribution of land by size of holdings is 11 a geographical 
phenomenon" and must be interpreted with caution in a socio-economic con
text. The distribution of land may indicate little about the international 
distribution of wealth or income -- 5 hectares of irrigated land in Japan 
would most certainly yield an income well in excess of that yielded by 
100,000 acres in parts of Northern Australia. Similarly, within countriesJ 
the pattern of distribution of land may not reflect the pattern of dis
tribution of wealth or the socio-economic conditions that prevail in a 
given country -- two hectares of irrigated land in the Medjerda Valley of 
Tunisia, producing tomatoes, yield a ~ar greater income than do 1,000 hec
tares of land used for sharecropping in the semi-arid parts of Tunisia's 
central area. 

24. The caveats on quality of land and ecological conditions govern-
ing land-use patterns must be borne in mind. The evidence presented here 
(and elsewhere) indicates, however, that most of the agricultural land and 
cropland is concentrated within a relatively few holdings. It also indi
cates that the greatest skewness in distribution is in the .AJnericas, and 
that this skewness is by no means confined to Latin .AJnerica. 

Tenants and Farm Laborers 

25. The distribution of holdings by size and population densities 
indicates nothing of the status of those who hold the land or the numbers 
of landless. There are only limited data on these; Table 10 shows some 
available information on the number of renters and sharecroppers in 15 
countries and the percentage of farms and areas of farmland they occupy. 
Table 11 indicates landless farm workers in 12 countries. 

26 . This limit ed sample indicates that renting and sharecropping 
i s widespread i n all the major regions of the world. In countries such 
as Vietnam, Iran, and Egypt, more than two-thirds of the farms, occupying 
much more than half of the land, are farmed by tenants or sharecroppers. 
However, in other countries such as Guatemala and Tunisia less than a 
quarter of the farms are rented or sharecropped; all in all, in the 15 
countries, out of 82 million holdings there are close to 29 million renters 
and sharecroppers. 
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27. Rent i ng or s harecropping of land is a common practice in 
both developed and developing countries. In some parts of the world 
the rights of those who rent land are protected by law or custom and 
renters enjoy the same working conditions as owners of land. In other 
areas, however, renters and sharecroppers are in a very tenuous position 
when it comes to negotiating arrangements with landlords, and they 
commonly give as much as half their output in return for the use of 
land and services provided by the landlord. 

28. The conditions that govern rental agreements and crop-sharing 
arrangements differ throughout the world. In most developing countries, 
where there is widespread tenancy, there is heavy dependence on the land
lord -- usually an absentee landowner -- for the provision of purchased 
inputs. Another widespread characteristic is the absence of written 
registered agreements governing the conditions of tenancy and the rights 
of tenants (even though there may be laws stipulating what these 
should be). Tenants and sharecroppe~typically operate under conditions 
of great insecurity and are in a weak bargaining position vis-a-vis the 
l andlord. Frequently, the tenants are among the lowest income groups in 
agricul~ure. The insecurity of tenants has been highlighted by their 
displace'nent on short notice when technological change has made it more 
profitab.Le for landowners to mechanize their holdings -- as has happened 
in India, Pakistan, and Ethiopia. 

Landless Workers 

29. The nwnber of landless farm workers in the developing countries 
is increasing. There are approximately 100 million farm wage workers 
(including family members and heads of families with very small land
holdings) in the 22 countries for which data are provided in Table 11. 
This figure includes an estimated 70 million in India alone -- about 47 
percent of the active population in agriculture. There are about 10 
million such workers in Latin America. Even in Argentina and Uruguay 
(with only 15 percent of the active population depending on agriculture) 
more than half of the workers are essentially landless. In the remaining 
countries of the region, the proportion ranges from a minimum of about 
one-fourth in Honduras and Brazil to a maximum of approximately two-thirds 
in Chile. 

JO , There are almost no reliable estimates of the unemployed in 
the rural areas. rt is usually assumed that the labor force subsists off 
a holding and joins in some arrangement with the extended family whereby 
it shares work and output. The emergence of a landless wage-earning 
class confirms that there is a growing rural labor force that has to 
rely on work outsi de the traditional sectors for its livelihood. This 
group i s increasing in size and the provision of employment for what is 
already a large rural proletariat may well be one of the greatest challenges 
facing national governments in the future. 

31. There i s a vast amount of underemployment in the rural areas of 
most countries of the world. The nature of this underemployment has been 
discussed elsewhere. At this juncture, it should be pointed out that the 
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Table 1: RE'3IONAL DISTRIBUTIO~ OF LAND, CROPLA,.'ID, A'JRICULTURAL 
POPULATION AND ACREAGE PER PERSON IN AGRICULTURE 

Agricul tura.l 
Cropland Rural Population population as Cropland area 

Re~on Distrj,- Distri- percentage of per rural 
· Land aret1. bution bution total popu- person 
(million ht1.) (million ha) (%) (million) (%) laticn (ha) 

Europe 493 145 10.0 e9 4.8 1-7 1.63 
u.s.s.R. "', ?40 ?J2 15.9 77 4 . ., 3? 3.01 
North and 

Centr-'ll America ", ?u"' 271 18.6 · 54 2.9 17 5.0? 
South Americii 1, 783 84 . 5.8 74 4.0 39 .• 1. 14 
AsiA 2,753 463 . 31.8 - 1,314 71 .o . 64 · 0.35 
Africa 3,031 2\4. - 14.7 239 12.f 67 0.90 
Oce·•miil 851 ~ . 47 3,2 4 O.? 4 11.75 

Total 13,393 ·1,456 100.0 .. . 1 ;851 100.0 51 0.787 

Source: FAO Production Yearbook, 1972 
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~: CROPIJ.ND IN REIJ.TION TO POPO'IJ.TICII BY COUNTRIES 

Hectares or cropland per 
Cropland Total Agric:ul tural peraan or: 

Countey hectares poplll.a ti an population Total Agricultural 
•ooo •ooo •ooo population population 

Asia 
--aiina, Kai.-u.111\d 110,300 BS0,406 S68,921 .13 , 19 

" Taiwan 867 . 14,S20 6,171 .06 .14 
Japan s,s10 103,S40 21,329 .os .26 
Korea, North 1,894 13,674 7,27S .14 .26 

" South 2,311 32,422 17,300 .07 ,13 
Bllffl& 18,941 27 ,S04 17.S70 .69 1.08 
Indroesia 18,000 119,913 83,230 • 15 .22 
Malaysia 3,S24 .. 10,931 6,176 ,)2 .;, 
Philippines 8,977 38,493 26,752 ,23 ,34 
Thailand 11 ,41 s JS,814 27,398 ,32 ,42 
Vietnu, North 2,018 20,7S7 16,108 . 10 .1) 

Sou-th 2,918 18,332 13,620 • 16 , 21 
Bangladesh 9,Soo 71,000 6o,ooo . • 13 , 16 
India 164,610 S50,376 372,605 ,)0 .44 
Nepal 2,090 11,040 10,112 • 19 ,21 
Pakistan . 24,000 60,000 JS,ooo ,40 .69 

Africa 
~la 900 S,501 . ),S68 .16 ,25 

Ghana 2,B3S · 8,8}2 4,840 .29 ,59 
Ivory Coast 8,859 4,916 3,986 1.80 2,22 
Nigeria 21,795 . ·76, 79S 4S,423 ,)2 ,48 
Rwanda 704 ),609 ·),277 . 20 .21 '. 
Uganda 4,888 8,549 . 7,342 .S7 . • 67 
Zaire 7,X>O ,r,4?3 -. .. l3~ 701 .41 .SJ 

Latin A:nerica 
Cuba 3,SBS 8,407 2,7SS ; 43 1.)0 
OuatemalA 1,498 S,180 3,2L6 - ,29 .46 
Haiti 370 4,667 ), 754 .OB , 10 
Mexico 23,817 so,610 2),617 .47 ., .01 
Puerto Rico 236 2,784 387 .09 .61 
Argentina 26,028 24,353 3,704 1.07 7,03 
Bolivia 3,091 4,93·. 2,873 .63 1.08 
Brazil 29,760 93,565 46,869 ,32 ,73 
Chile 4,632 9,780 2,484 .47 1.86 
ColanbiJ 5,258 21, 117 9,541 .2S .ss 
Peru 2,843 1 3,S86 6,189 .21 .46 
Uru~ay 1,947 2,886 482 .67 4,04 
Venezuela 5,214 10,997 2,887 ,47 1.81 

~ a y 14,930 5),667 9,135 .28 1.SJ 
Portug'll 4,370 9,630 3,523 ,4S 1.24 
Sp,,1n 20,601 33,290 . 11,222 .62 1 .84 
Yugoslavia B,20S 20,$27 9,651 .40 .BS 
Hungary S,S94 1 o, 310 2,484 ,54 2.25 
Polii.nd 15,326 32,805 9,940 ,47 1.54 
RomAnia 10,512 20,253 10,503 ,52 1.00 
u.s.s.R. 2)2,809 242,768 77,322 ,96 ).01 
DenM&rk 2,678 4,921 595 .54 4.50 
Gen,,any, West 8,015 61,682 3,514 ,1) 2,30 

" East 4,806 17, 2S7 2, 13) .28 2.25 
Sweden ),OS3 8,046 7S4 .)8 4,05 
United Kingdan 7,261 SS,111 1,540 • 13 4,71 

Nort.h Amet'ic11 
Can"d" 4l,404 ?1,406 1,712 2.0) 2;,4 
Uni t.ed St.ates 176,440 205,395 8,216 .86 21.5 

Oceanh 
--xuitralia 44,610 12,S52 1,049 3.SS 42.SJ 

Source: rolke Dcvring, I.And Reform: Ends and Means1 A Background St.udy to 
the IDRD Policy Paper on I.and Reform, March 197 3, pp. 54-S6, 
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Table 3: RURAL POPULATION GROWI'H BY REGION 

Annual Percentage Rate 
1950-1960 1960-1970 

TorAL 

Latin America 

Far East 

Near East 

Afric--. 

1.9 -
1. 4 

, . 8 

1.8 

'). 4 

Source: Kingsley Davis, World Urbanization, 
1950-1970, Vol. I, 1969 

2. 1 -
1.5 

2. 1 

1. 8 

?.2 
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Table 4: CROPPED AREA AND PRODUCTION TRENDS BY REOIClfS 

1 95 J/55-1962 /6 '.3 1961/63-1969/71 
Avera&! Annual Growth Rate 

Production Area Production Area 

All Regions 2.8 1.9 2.8 1.4 

Latin America. 3.1 , • 8 2.9 2.5 

F•r E&at ~-5 1.9 '). 8 1., 

Me&r 'East. 3.8 2., 2.7 ,. , 
Africa 3.0 , • 7 2.6 1.2 
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Table 5: FA.~ EAST AGRICULTURAL LABffi FCRCE AND PRODUCTION, 1970 

,,·· ....... . , ..... , ...... ' 

Agri- Nett agri-
cultural cultural Output 
workers produc- per 

Countcy per Indices tion Indice9 worker Indices 
100 ha. per ha 

Japan Japan Japan 
• ·100 ·US$ • . 100 US$ •· 100 

Burma 48 ?5 71 9 . 148 37 

Ceylon ,07 56 ?86 38 266 67 

Indi'!. 9? 48 115 15 150 38 

Indonesia ?24 , 17 ?.83 37 1?6 32 

Laos 153 80 1 i 9 16 75 19 

Khmer Republic 75 39 146 19 194 49 

Korea, Rep. of 261 136 440 58 169 43 

M~laysi~ 74 39 366 48 492 124 

Nepal ?.29 , , 9 ?20 29 96 24 

P1tkistan 101 53 218 29 215 54 

Philippines 113 59 178 23 158 40 

Thaih.nd 119 6? 179 23 150 38 

Vietnam, Rep. of ?.4:-> 126 241 32 100 25 

Avers~ 101 54 21 155 39 

Ja_pA.n ; 9" 100 16"l 100 397 100 

Sources: Coiumn 1: International Labor Office, Labor force projections. 
Pt. 1-V, Genev~, 1971. 

Colunns 3 and 5: FAO: Can.piled from valuf'! of output calculated 
for the· agricultural production index. 
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.Table 6: DISTRIBU?IOO OF HOLDINGS BY SIZE AND PmCENTAOE 
OF TOl'AL HOIDINOS; DISTRIBUTION OF HOLDINGS 

BY PERCENTAGE OF LAND AND CROPLAND 

Number or holdings All land 
Size distribution Percentage in holding 

{millicne) dist:dbution % 

Under 1 ha 53.9 38.9 1. 1 
1 h~ end under 2 ,6.55 19.~ 1. 7 
2 hB ~nd under 5 . ?8 . 7 3 20.7 4.0 
5 ha and under 10 13. 24 9.6 4.2 

10 ha and under ?0 7. 27 5.2 4.4 
20 ha and under 50 4.40 3., 5.8 
50 ha and under 100 1. 97 , . 4 5.a 

., 00 ha and under 200 . 1.40 1 .o 6.6 
200 ha and under 500 0.61 0.48 8.6 
500 ha 11nd under 1000 0.23 0.16 6.5 

, 000 ha and over 0.23 0. 16 51.3 

Total 138. 59 100.00 100. 00 

Source: FAO, Re~rt on the 196o World Census or Agriculture, V, 
Rane, 19 1, pp. 34-36. 

Cropland 
in holding 

% 

J.4 
5.3 

12.0 
11. s 
10. 7 
11.8 
9.8 

, , . 0 ,,.; 
5.9 
7., 

100.00 
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Table 7: DIST~murION OF HOLDINGS ABOVE ONE HECTARE BY SIZE AND AREA 

1-5 ha s-2.o ha 50 ha 
J t!oldings l 'Xrea :l iioldings ·J Area ~ Ho!dings ~ Area 

E-crope 50 1').0 47 .4 52. 3 2.4 34.7 
• 

Ncrth & Central 
America 2).4 0.5 39.4 8.0 37 .2 91.5 

South America 36.4 1 ,0 45.5 8.5 17 .8 90.5 

Asia 78.2 40.7 21 .6 50.2 o. 2 9. 1 

Afric~ 73.? ).7 ,3.7 6.3 ); , 90.0 

Oceani" 5.5 27 .7 o.s 66.0 99.5 
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Argentina 

Brazil 

Chile 

Colombia 

Prre.gu,iy 

Peru 

Uruguay 

Venezuela 
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Table 8: DISTRIBUTION OF HOLDINGS ABOVE ONE HECTARE 
BY SIZE AND AREA - sourH AMERICA 

5-50 ha ,o ha 1-~ ha 
J Ho!dinge I Area , Holdings 1. A ,v -rea. J; Ha°!dings 

14.9 o. 1 38.S 2 .4 46.6 

28.1 1.0 52.6 12 .8 20.3 

37. 7 o. 7 30.J 5.2 .32.0 

50.J 4., 40.6 , o., 9.1 

43.5 , • 1 51 .o . 6.6 6.5 

73.8 4.?. 22.9 8.0 J.3 

14. 7 0.2 49.2 4.6 .)6.1 

36.J , • 3 42.9 6.7 20.8 

~ Area 

91 ., 

86.2 

94. 1 

85.8 

92.J 

87.8 

95.2 

92.0 
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Table 9: CONCENTRATION OF LAND OWNERSHIP 
IN SELECTED COUNTRIES 

High Concentration Medium Concentration Low Concentration 

Ar gen tint\ Austria Belgium 

Brazil India Canada 

Colombia Iran China (Taiwan) 

Iraq Ireland Denmark 

Peru Italy Germany 

Spain Nevherlands Greece 

Uruguay Norway Japan 

Venezuela Paldstan Philippines 

Turkey Sweden 

U.A.R. Yugoslavia 

U.K. 

U.S.A. 
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Table 10: 

,; 
TENANCY AND SHARECROPPING IN SELECTED COUNTRIES-

Ash 

Irdh 
Inrlonesis 
:-1al!lv a, ?ed. of 
P ::i •d stan 2/ 
Philippines 
Vietnam, Rep. of 

Tot~.1 

Near Ea.st & North Africa 

Ira.., 
Tunisia 
u ..... . JI . 

'.:' ota.l 

':.atin America and Caribbean 

Daninica."1 :te~ihlic 
Guatemala 
Ni~aragua 
Trinidad .r. Tobago 
~~hile 
Colombia 

Total 

Renting & Sharecropping 
as percent of total 

Number of 
Farms 2/ 

% -

n.3 
35.9 
3,.? 
43,4 
54,3 
10.1 

33.0 

66. 7 
23.3 
62.1 

61.1 

?.8.9 
22.4 
26.3 
49.S 
49.3 
31. 5 

31.4 

Farmland 
% 

n.a. 
25.9 1,. 7 
57.0 
40.4 
70.0 
~I 
45. 7-

73,4 
32.0 
57.2 

6?.6 

n.a. 
16.6 
n.a. 
32.8 
24.4 
1 ). 5 
-4; 
19. ?-

Number of Renters and 
Sharecroppers 1/ 

'000 

13,350 
4,392 

, 41 
5,271 
1,176 

-1,334 

?5,664 

1,253 
76 

1,020 

2,349 

129 
93 
?7 
18 

128 
381 

776 

, I n~tq refer to l~test available year in 1960 1 s and therefore do not renect 
l•rnd reform ar.tion, on tL~ one :,and and changes in the work force on the other. 

? 1 Includes holdings operated u.n.der more than one tenure form (21. 8%). 
3/ :!1.cludes both PR.kist.t1n ar.d 1:,n:sl-"idesh. 
Ti/ I:idia., Do:nini~an Republic and Nicaragua are excluded, due to lack of data . 

SourcP.: Report on the 1960 World CP.nsus o~ Agriculture, Vol. 5, FAO, Rane, 1971, 
pp.9?797 . 
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LANDLESS FA...n..M WCRKERS IN SELECTED COUNTRIES-

Number of l and- Landless workers Active agricultural 
less worker s 

1 000 

Asia 

India 10,000 ·• 
Indcmesia., 1 5,673 
Dakistan .;;.' 8,o, 3 

83,686 

>'.iddle E.cist e, North Afric.g_ 

IrA.n 903 
-;:1 . fl . • ? .• 1,865 
Al~eri~. 1,099 
;-~oroccc 484 
Tunisitl 210 

4,561 

,,,,. "ir, .,_,11eri ca & Caribbean 

Costa Rica 122 
Dominican Republic 179 
ifonduras 138 
Jamaica 72 
Mexico (1970) 2,499 
i':i caragua ( 1 971 ) 101 
Argent i na 694 
Chil e (1971) 378 
Colombia 1,158 
Scuador 391 
Peru 557 
Un1guay 99 
Brazil 3,237 
Venezuela 287 

9,91~ 

as% of active 
population in 
agriculture 

% 

)~7 
20 
29 

41 

25 
38 
60 
19 
20 

33 

53 
25 
27 
41 
49 
43 
51 
66 
42 
39 
30 
55 
26 
33 

population as% of 
total act.ive popu-

latia:1 
% 

68 
70 
70 

68 

46 
55 
56 
61 

_.!£ 

58 

45 
61 
67 
27 
39 
47 
15 
28 
45 
S4 
46 
17 
44 
?6 

39 

1/ Unless otherwise indicated, data rerer to latest year available in 1960 1 s and 
thus do not reflect recent reform actions on the one hand, and changes in the 
work force, on the other. 

~; Estimated from a nmnber of unverifiable sources. 
· V Includes p,pulation now belonging to Banglades~. 

Source: Unless otherwise specified, data presented here are estimated from ILO 
Year Book of Labor Statistics, 1971, pp. 43-294, and 1972, pp. 44-301. 



ANNEX II 

EXPERIENCE'S WITH LAND REFORM 

1. The following swrunaries illustrate selected country experience in 
land reform over the last three decades. Their inclusion in this policy 
paper should not be taken as indicative of Bank judgement on what does or 
does not constitute land reform, nor should the statements be regarded as 
definitive. Land reform is a complex process in which several socio-economic 
variables are changed more or less simultaneously. In most cases, the 
evidence is inadequate to allow identification of causal relationships between 
reform measures on the one hand and production, income, and social eff ects on 
the other, even though it is often feasible to trace correlations, such as 
that between land distribution and a rise in productivity. 

TAIWAN 

2. Taiwa~'s land reform program was implemented in three steps. A 
reduction of rents in 1949 was followed by the sale of public lands. A 
land-to-the-tiller program completed the reform in 1953. The proportion of 
cultivated land under tenancy leases was reduced from 41 to 16 percent, while 
the proportion of farm families owning all land under their cultivation 
increased from 33 to 59 percent. On the land remaining under tenancy culti
vation, written and secure leases were arranged at much reduced rental rates. 

J. Following the reform, the productivity of agriculture has increased, 
income distribution has become more even, and rural and social stability have 
been enhanced. Land productivity is highest on holdings below 0.5 hectare. 
The share of total agricultural income that is consumed has increased only 
moderately, leaving intact enough income to achieve a fairly high agricultural 
savings rate. 

4. The smooth implementation of the reform program in Taiwan was due to 
a stable socio-political climate and the many complementary development 
measures taken before and during the reform. The existence of a \ horough 
cadastral survey, good agricultural research and extension service::., a vast 
expansion of publicly sponsored farm credit during the reform periQd, and a 
gradually increasing involvement of tenant farmers in the administration of 
the program, all contributed to success. 

KOREA 

5. Land reform in South Korea after the Second World War consisted of 
a redistribution in 1948 of Japanese property confiscated by the military 
authorities and between 1950 and 1953 of land in excess of a ceiling of 
3 hectares on Korean holdings. The terms of sale were similarly generous 
towards the buyer in both cases. Some 1.4 million acres (25 percent of the 
total farmland) were distributed to 1.6 million farmers (approximately 
70 percent of all farmers). 

-51-
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6. It has been estimated that before the reform 19 percent of the fanners 
owned 90 percent of the land, and more ·than 50 percent of the farmers were 
landless tenants. Afterwards, 50 percent of the fa.nners owned all the land 
on which they worked and 30 percent at least half of it, while only 7 percent 
remained landless. Considerable socio-political stability has been achieved, 
together with some income redistribution in favor of poorer rural families and 
urban workers; but inadequate provision of complementary inputs and unfavorable 
terms of trade to the agricultural sector, as well as insufficient consolidation 
of scattered holdings, have reduced the potential production benefits of the 
reform. 

JAPAN 

7. The first Japanese land reform program, in 1868, laid the groundwork 
for Japan's social and economic transformation. The peasantry was freed from 
bondage, the power of the feudal lords to collect taxes from landowners was 
broken, and private land ownership was reinforced for the purpose of cash 
taxation by the central government. Supplementary programs for infrastructure 
improvement, training and extension, credit services, and promotion of farm 
chemicals and new crop varieties, were pushed on a large scale. Labor 
intensity and land productivity rose quickly, with the result that the 
agricultural sector could provide savings, cheap food, and surplus labor to 
the :industrial sector. The first reform did little, however, to distribute 
property ownership or reduce income inequality--rather it strengthened the 
land-owners class. 

8. Subsequent to the first reform the tenancy problem grew gradually 
worse. Large numbers of smallholders lost their property in the agricultural 
depression at the turn of the century, partly because of heavy land taxes. In 
the late 1940s a second land reform program ~as executed. Owners had to sell 
all land in excess of about one hectare to the government at confiscatory prices. 
The former tenants were given property rights at an extremely low real cost, 
which resulted in a thorough restructu;ring of rural society. 

9. The second reform resulted in greater equity, and may also have 
removed a constraint on the growth of Japanese agriculture. The economic 
effects were not as enormous as those associated with the first reform. Land 
productivity did increase after 1947, but some observers regard this as 
essentially a continuation of a long-term trend (1895-1939) started by the 
first reform. 

10. The second reform worsened, however, the problems of fragmentation 
and undersized fanns. At the time of the reform, the tenancy problem had 
already been relieved through reduction of excess rural population by the war 
and absorption into industry. The landlords who were forced to sell excess 
property were mostly smallholders themselves. Two-thirds of the owners were 
required to sell less than one hectare, and only six percent more than five 
hectares. Although the reform increased income equality among farmers, it 
hampered equalization of rural and urban incomes. Part-time work outside 
the fann is an outlet, but the farmers concerned are often limited to low-
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skilled work. Rural incomes have, therefore, lagged behind, price support s 
notwithstanding. An attempt to create larger farming units through cooperatives 
has had little effect. Agricultural policy is now aimed at, among other 
objectives, an increase of farm income through diversification into horticulture 
and animal husbandry. 

INDIA 

11. Land refonn in India, pur~ued sir..ce 1950-51, is largely controlled by 
the individual state governments, with the result that policies and their 
implementation vary widely. The four major types of refonn have been: 
(i) the abolition of the zaminda.ril/ system; (ii) tenancy reform designed to 
give the right of purchase to the tenant and improve security of tenure; 
(iii) ceilings on land ownership and distribution of surplus; and (iv) consoli
dation of fragmented holdings. 

12. By 1961, the intermediary rent and tax collectors, most important of 
whom were the zamindari, had been abolished. Since tenants continue to pay 
revenue directly to the government, their economic position has not been 
greatly improved. The abolition of the zamindari system involved 173 million 
acres, more than huf of the area occupied by holdings. A total of Rs.4.35 
billion was paid in compensation, mainly in the fonn of bonds. 

13. Under the tenancy reforms, three million tenants, sub-tenants, and 
share-croppers had by 1951 acquired ownership under purchase agreements of 
seven million acres. Security of tenure appears in general to have worser.ed, 
however. Landowners have been permitted to resume land above legal ceilings 
for personal cultivation, and the growth in unreported casual tenancy and 
share agreements, though inimical to productivity, has allowed landowners to 
escape the reforms. 

14. Under the ceilings legislation, approximately two million acres have 
been taken over by the government in order to settle tenants and landless 
laborers. A further 4.2 million acres were formally pledged to the Bhoodan 

(gift) movement, but most of the donated parcels are still in t he hands of 
the donors. Only a.bout 1 million acres out of all granted l and have actually 
been given to landless laborers. 

15. Consolidation of land pa.reels has been more successful and has 
resulted in a rationalization of holdings covering 69 million acres. I t 
appears to have contributed to a growth in productivity in the northern 
states of Punjab, Utter Pradesh, and Haryana. 

16. It is presently well recognized in India that the reform measures 
dealing with security of tenure and acreage ceil ings are only partially 
enforced and that many of the state legislatures are not anxious to have such 

!/ The zarnindari were revenue-col lectors during the Moghul period. Under 
the British, they gradua.l~y turned into powerful landlords. 
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radical land re.form. It is difficult to see how even a more radical land 
reform could accommodate the greatly increased population projected for the 
.future; still, there appears to be scope .for some distribution which will 
also assist agricultural production. One possible improvement would be the 
elimination of casual tenancies; short-tenn tenants and share-croppers in 
India have limited access to credit and inputs because of their doubtful 
tenure. A large extension of credit at reasonable terms, together with 
accessible marketing channels to . small farms in general, and particularly to 
tenants with secure leases, are required. Provision of these fauilities is 
as essential as further land distribution for attaining the income equity 
and productivity objectives of India's land refonn, and is likely to present 
fewer problems. 

IRAN 

17. Iran's land reform started in 1962. Before the reform, 56 percent 
of the holdings, covering 62 percent of the area under cultivation, were 
rented. Tenants were rotated annually, a practice which hSJ11pered agricultural 
investment and caused exploitative use of the soil. The largest estates 
occupied relatively more fertile lands, and owners were often absentee-landlords 
who contributed little to agricultural production. 

18. Former landowners were partly compensated upon expropriation by cash 
payment, from 10 to 20 percent of the estimated value of their holdings, with 
the balance paid in bonds in annual instalments. The beneficiaries were to 
repay the government the expropriation price plus 10 percent to cover 
administrative charges. As these payments fell behind, the Central Bank 
~ .. 1.nded the difference. The costs to the government were limited to those 
incurred in carrying over the acquisition costs to the time of final 
reimbursement. 

19. During the first stage of the reform, land ownership was limited to 
a maximum of one village per owner. Excess land was expropriated and distributed 
to the tenants. In the second stage, the limit of one village was reduced 
further to plots of 20-100 hectares (depending on the nature and location of 
the land). The landlord had five options for the area in excess of the 
maximum allowed to him, to witL (i) leas:lng to the tanants for JO years; 
(ii) selling to the tenants; (iii) purchasing the tenants' rights; (iv) dividing 
the land with the tenants in the same ratio as the customary crop-sharing; and 
(v) forming an agricultural unit for joint operation by the owner and the tenants. 

20. The third and final stage of the reform,which was practically 
in 1971, aimed at conversion of all JO-year leases into smallholdings. 
all of Iran's 50,000 villages have undergone land refonn and more than 
million families have received land. 

completed 
Virtually 

three 

21. Although agricultural output increased by a total of 18 percent in the 
first five years of the refonns, it is believed that the land reform program 
on balance had adverse short run effects on output. It created uncertainty 
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which discouraged investment in improvements; there was also considerable 
interference with the nonnal flow of irrigation water from streams and storage 
places still controlled by landlords. 

22. The refonn favored tenants and sharecroppers insofar as it conferred 
ownership on them or enhanced their security of tenure. Because they were 
based on the ex:Lsting distribution of holdings, the reforms did not assist 
those who were landless. Continuation of the existing inequities of land 
distribution was regarded as one of the costs of ensuring a speedy enactment 
of the reform. 

23. The· ownership and tenancy reforms have been complemented by rural 
cooperatives, credit and extension services, and increased supply of quality 
seeds and fertilizers. Many measures were set up in a somewhat improvised 
fashion. The early accomplishments of the credit program were striking; 
total lending by the Agricultural Bank tripled between 1960 and 1965, but 
this growth levelled off after 1966. 

MOROCCO 

24. Morocco's land tenure problems in the traditional sector differ 
from those in the relatively modern sector. Of the 5.3 million hectares of 
total agricultural land, 3.9 million hectares are in the modern sector. 
Almost 90 percent of the land in the traditional sector is privately owned, 
while the remainder is owned collectively according to tribal rights. Of 
the privately owned land in this sector, approximately 4.5 percent is fanned 
under sharecropping arrangements. The average farm size is 1.4 :'1.ectares. 
In contrast, most of the land in the modern sector is cultivated in large 
units, of which approximately .53 percent is owned by Moroccans and 32 percent 
by foreigners, while 16 percent is owned and cultivated by the state. 

25. Apart from the acquisition of land by the state from foreigners, 
there has not been as much progress on land ref'arm as is desirable. There 
are two reasons for this: (a) re-distribution of moderately efficient large 
farms in the modern sector into small farm units, without ad.equate implementat
ion of supplementary measures, would reduce sorely needed revenue and foreign 
exchange; and (b) consolidation of holdings in the traditional sector w,.:>ul.d 
solidify farm units of inadequate size. Agricultural policy, therefore, 
stresses measures for the modernization of agriculture, including the expansion 
of undersized farm units, rather than re-distribution of large state holdings. 
The basic problems are that Islamic inheritance law would have to be altered 
in order to prevent f'urther fragmentation, and decisions would have to be made 
concerning minimum farm size which requires a choice between an elite of medium 
farmers or an even distribution of smallholders in sub-economic unit s. 

26. By 1972, about 180,000 hectares had been distributed to 11.,000 
beneficiaries. Out of the total area of 900,000 hectares that were owned by 
foreigners in 1956., 300,000 hectares have been transf'erred to Moroccan owners, 
often in large blocks, by private sales. The government distributed 31,000 
hectares to small farmers and an additional 250,000 hectares., which were 
recovered by the government between 1963 and 1965, became state farms. Since 
1966 some of these farms have been resold to the landless or smallholders in 
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plots that provide a minimum family income of at least DH 4000 (equaling 
Us$ 7?2 at the rate of exchange prior to December 1 971 ) • The purchasers were 
required to_form cooperatives to run their small plots joint)Jr as viabl.e 
economic um.ts. 

27 o The distribution program was carried out with popular approval and 
met with success. Most cooperatives have achieved satisfactory yields a.nd ~ 
have introduced new crops. The size of the reform is very limited, however 1 as 
only one percent of the landless and owners of less than two hectares have 
benefitedo It is planned to redistribute another 4001 000 hectares between 1974 
and 1977 o While it is a heavy administrative task, this distribution will still 
only benefit 15 percent of the increment in poor rural households during this 
period. 

YUGOSLAVI.A 

28. The first land reform in Yugoslavia was undertaken in 1919. In the 
south and west, bondage was abolished, and the tenants of the Turkish land
owners received ownership rights. In the north, the size of the large estates 
was reduced, but the former landowners were allowed to retain rather large 
holdings. The implementation took two decades, and resulted in a transfer of 
ownership of almost 25 percent of the farmland to more than 33 percent ~f the 
peasantso 

29. The second land reform started in 1945, when all large estates, all 
land in excess of 25-35 hectares per farm, alXi the farm property of Germana 
and other aliens, were expropriated. Half of the seized land was distributed 
to the poor and larrlless, while tT1e other half was retained as state property. 
The state and collective farms cruated in the late 1940 1s along Soviet lines 
expanded to approximately 25 percent of the total cropland. Collective farms 
were allowed to disband after 1952, however, and by 1956 they accounted for 
only about 10 percent of all land under cultivation. 

JO. Aside from the socialist sector, the private sector of individual 
owners who cultivate their own land remains important, , and vast tracts of 
mountain pastures are still under traditional, collective forms of usage. In 
1953, a ceiling of 10 hectares of arable land or its equivalent was imposed on 
private holdings. The average holding in the private sector is now only J.9 
hectares. The socialist sector includes state fanas, producer cooperatives, 
and general cooperatives. The kombinats, which resellble the worker-managed 
industrial firms, form the largest and fastest growing socialist element, 
whereas the producer cooperatives have declined. The general cooperatives are 
mainly associations for joint input purchases, equipment use, am output 
sales, and have expanded to about 40 percent of all smallholdings. 

31. The socialist sector is reportedly the most productive. This is 
related to the location of holdings on the better soils and its priority 
treatment in the allocation of inputs such as fertilizers, machinery, and ex
pertise. However, the bulk of agricultural output still originates from the 
large group of small farms, consisting of'·both the cooperatives and the farms 
outside the socialist sector. The reforms have resulted in a sizeable redistri
bution of rural income and an incease in peasant participation in rural 
decision-making, particular)Jr since the mid-1950s. 
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KENYA 

32. Land reform was initiated. in Kenya by the colonial administration 
:i!n 1954 anq expanded. by the goverilJllent after independence in 1963. The rerorm 

· aimed at solving several problems at the same time. These included (i) adju
dication and consolidation of holdings under cultivation by A.f'rican farmers; 
(ii) resettlement of Ai'rican farmers on the large farms previously owned by 
Europeans; (iii) promotion of cash cropping and dairying, and increased 
production for the market; and (iv) diversification of export output. More 
than one million acres of land formerly cultivated. by Europeans was opened 
up to Keeyan smallholders, and the rights to about seven million acres were 
adjudicated and consolidated. 

33. The implementation and results of the reforms have been quite 
successful, notwithstanding political friction and a lack of qualified 
personnel. An active extension program has enabled smallholders to increase 
the production of coffee,p;yrethrum, maize, wheat, dairy products, and beef. 
The economic benefits of the adjudication and consolidation of holdings at a 
cost of b 5-50 per family seem to have been greater than the resettlement 
on large farms at a cost of ii 750 per family. Socially, the reforas have 
created a class of prosperous smallholders. In particular those that were 
already relatively well-to-do have profited, while the poorest sriallholders 
and nomads have benefited much less from the ref'ormo It was estiiw.a.ted in 
1973 that approximately 25 percent of all smallholdings were less than one 
hectare and about 50 percent less than two hectares, occupying altogether 
less than four percent of total arable land. The landless amount to 
approximately 16 percent of the rural population. 

MEXICO 

34. Having its roots in the revolution of 1910-15, the agrarian reform 
in Mexico created village groups (ejidos) with uaufruct rights to land. Most 
of the ejidos were formed in the late 1930s and hav~ been operated on an 
individual rather than collective basis by the ejidatarios. There were 
1.5 million ejidatarios in 1960, holding 43 percent of all cropland. Their 

-
holdings averaged nearly 30 hectares, of which about seven hectare,were 
arable. These primary beneficiaries of the reform represented S3 percent of all 
farmers and 26 percent of the rural labor force. Some three million landless 
rural workers remain and, despite the considerable concentration of ownership 
that persis ts in the private sector, 1976 has been planned as a terminal year 
for land reform. 

35. Total ejido production grew very slowly during the first decade 
of their establisrunent. Since then the ejidos have increased output about 
as fas t as has the private sector. Incomes to the ejidatarios are almost 
certainly better than would have been the case without reform, but there 
are substantial regional differences in natural resource endowment and 
extent of public investment in complementary infrastructure. More such 
investment and a mechanism for selective consolidation of small upland 
lots will be r equired to enGure a successful distributional impact for 
many e jj dos . 
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36. Following the land redistribution during the interwar period, 
tlrn concentration of land ownership :increased again between 1940 and 1960. 
Since then, the concentration may have fallen back as a result of the 
distribution of another 35 million hectares during the last decade. Also, 
the income distribution is still skewed. In 1967-68, 50 percent of the 
farmers earned only 20 percent of all farm income (including personal 
income from sources other than agriculture). Among ejidatarios, income 
is more evenly distributed. While the top 10 percent of private farmers 
receive 60 percent of all private farm income, the top 20 percent of the 
ejidatarios account for only 45 percent of all ejido income. 

PERU 
~ Between the start of land reform in 1963 and 1972, a total of 
4.7 million hectares have been expropriated. Over 100,000 families have been 
settled on 2.8 million hectares of this area. Expropriated lands that have 
not yet been resettled continue to be operated under direct government 
supervision until a cooperative or SAIS farm organization (see below) has 
been formed, to which the land title is then transferred. Despite the 
priority given by the goverrnnent, implementation is well behind schedule. 
The target for the current five year plan is to expropriate 26,200 farm 
units containing 12.7 million hectares, and to redistribute these to some. 
332,000 families. In 1972, about three-quarters of the target area still 
remained to be expropriated and reallocated before the end of the five year 
plan in 197 5. 

38. The agrarian reform law of 1964 concentrated on redistribution 
c~ i 1efficiently lllc.naged latif'undia in the Sierra. Well managed productive 
units were exempted. The more fundamental reform law of 1969 was the basis 
for the expropriation of the large, productive and profitable sugar complexes 
of thP- north coast . 

39. Four different categories of farm organizations can receive 
redistributed land, but the bulk has been placed in the hands of agro
industrial cooperatives. Only a small number of individual farms have 
been assigned to former tenants, while in a few cases land has been added 
to the holdings of Indian communities. 

40, A unique form of farm organization, the Sociedades Agricolas de 
Intercs Social (SAIS), is the basic unit of agricultural reform in the Sierra. 
The SAIS represents an attempt to solve the problem of providing agricultural 
and social development opportunities to the members of the traditional 
Indian Communities without jeopardizing the relat1vely high production and 
economies of scale attainable on expropriated haciendas. Hacienda 
production is almost entirely based on extensive grazing of mountain pastures, 
and early experiences of land distribution in the Sierra indicated a high risk 
to producti on if haciendas were ta.ken over as community land or subdivided into 
small sheep ranches. 

41. In any attempt to meet social needs through redistributing land 
and income in the Sierra, therefore, the government is faced with problems 
of maintaining or raising productivity levels attainable only through 
exploitation of 5cale economies. The SAIS , the proposed solution to this 
dilcrnmn, accounted in 1972 :for 10 percent of the families benefiting from 
t:,hn a~r.'.lrian reform program. It:, can be regarded as a s econd-degree cooperative 
whor;c mt~mbers are social bodies instead of individuals. Membership of each 
:3Al ,S unLt conr,i ,, ts of the cooperative of the production unit and of the 
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communities surrounding it. Each group contributes to the capital of the 
enterprise on the basis of resources, population, and economic potential; the 
share of each group is determined by the land reform agency. M's.nagement 
of the SAIS is in the hands of professional employees. Profits are allocated 
to each member community in relation to its share in the SAIS, and are to be 
used in community development projects involving schools, roads, power 
reticulation, and housing. In this manner, surplus manpower is given employment, 
and the rather meagre profits can be used in developing badly needed physical 
infrastructure. 

42. The debt assumed by each SAIS unit is to be repaid from profits in 
20 years following a five year grace period. ~ebt repayment may become an 
onerous burden on those units whdse profit potential is limited by their 
physical capacity to expand livestock numbers and by the need to employ high 
quality technical services. Legally, the full market value of expropriated 
livestock has to be paid in cash while fixed capital is to be paid for largely 
in agrarian bonds. Financing the reform is a heavy task for the government. 

43. The land reform program alone will not be able to solve the rural 
unemployment problem. Even if the optimistic five year plan targets are met, employment 
opportunities in agriculture will increase only from 1.32 million to 1.6 
million, while the number seeking work in agriculture will rise from 1.9· 
million to 2.1 million. There are nearly 800,000 families with insuffici ent 
l and to provide adequate subsistence which are eligible to benefit through the 
land reform program. Even if all land which can be expropriated is redistributed, 
however, about 500,000 families, mostly in the Sierra, will still lack a 
minimum subsistence land holding. 
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1. A staff review of the Rural Development Policy Paper was held on Friday, 
November 1, 1974. 

2. The Chairman suggested that the discussion start with the paper's account 
of the nature and extent of the problem of rural poverty (Chapter I) and, in particular, 
with policies and programs for alleviating it (Chapter II); and that the Bank Group 
program for rural development (Chapter III) be taken up later. 

(i) Rural Poverty and Poverty-Alleviating Programs 

3. In discussing the estimates of poverty, some participants suggested that 
the differences between the nature of rural poverty in different countries shoul<l be 
brought out more clearly and then pursued in Chapters II and III. For instance, t he 
problems of povery pockets in resource-rich developing countries were not the same as 
those of widespread poverty in the poorest nations. It was also suggested that the 
calculations based on average investment of $80 per capita for rural development had 
little meaning for those countries in which total investment did not exceed $20 per 
head. In fact, as the paper points out, some countries were undertaking rural develop
ment programs involving much lower costs. Even so, it was unlikely that countries with 
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widespread poverty will be able to implement fully the rural developement strategy being 
proposed in this paper. It may, therefore, be useful to define areas of high priority 
for a rural development program. In defining priority areas, it was proposed that two 
things should be kept in view. First, the country commitment for poverty redressal; and 
second, the areas in which the bulk of the population wishes to participate in the pro
cess of change. 

4. In the discussion of poverty programs, it was suggested that despite reference 
to the contribution of such social factors as health, nutrition and education, there was 
still some lack of clarity in the rural development strategy being advocated. In parti
cular, there was need to draw distinction between the rural development projects that 
encompass a mix of social and economic activities and those that lay emphasis on the 
supply of input, technology, management, etc., for increasing output of the small farming 
sector. The paper could also benefit from more discussion of delivery systems considered 
appropriate for reaching the poor. There was some skepticism about the Bank's expertise 
in developing institutions capable of carrying out rural development programs. Since the 
development of these institutions was a crucial part of the strategy, it might be more 
appropriate for the Bank to concentrate. on the activities it has traditionally financed, 
leaving development of delivery systems to the national governments. It was felt also 
that the paper should consider the important question of coordinating the Bank effort in 
rural development with that of other international organizations. 

(ii) The Bank Group Program 

5. Several participants expressed the feeling that the analysis of Chapters I 
and II had not been carried through into the analysis of the Bank 's future lending program. 
Identification of factors that produced poverty, the country distribution of target popu
lation, and the nature and extent of government commitment were some of the points that 
need to be taken up in this part of the paper. Specific suggestions included: 

(a) Quantification of targets: One participant suggested that quantification 
of targets (i.e., 100 million beneficiaries, 50-60 million poor benefi
ciaries, 5% increase in per capita incomes) should be undertaken with 
great care. There should be a clearer statement of the concepts used for 
developing those numbers. 

(b) Lending program; It was suggested that one way of tying up the discussion 
of Chapters I and II with that of Chapter III might be to analyze the 
lending program in terms of the target populations and the activity mix 
in the operations to be funded by the Bank. 

(c) Project cycle: It was felt that the manpower constraints implied in the 
discussion of the project cycle could be made more explicit by estimating 
their impact on the FY75-79 operations program, and slippage expected in 
this program, if suitable changes were not made in the project cycle. 
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(d) Learning from experience: One participant suggested that the Bank has 
a good deal to learn from its own experience in rural development. Con-
sequently, more emphasis should be laid on evaluating project performance. 

6. Finally, it was felt by some participants that the paper, although providing 
evidence of successes achieved by governments and other institutions, should not leave 
any impression of complacency. While the Bank had come a long way in developing "new 
style" projects, it had to go some considerable distance before the ideal mix of re
source generation and flow on the one hand and program design and implementation on the 
other could be found. 

7. The Chairman said that some of the suggestions made at the staff revi ew had 
already been taken care of in a revised draft which would be circulated to participants. 
The paper would be further revised before going forward to PRC Members. 
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SUMMARY AND RECOMMENDATIONS 

1. Rural development is a growth strategy for a particular target 
population--the rural poor. It involves extending the benefits of develop
ment to those whose futures lie in the pursuit of a livelihood in rural areas. 
These include small scale farmers, tenants, and the landless, all of whom 
presently live in some degree of poverty. 

2. A strategy for rural development must be based on a recognition of 
three points. First, that the rate of transfer of people out of agriculture 
and related activities into rewarding pursuits has been slow,and, given the 
relative size of the modern sector in most developing countries, will con
tinue to be slow. Second, that the mass of people in rural areas of develop
ing countries are in varying degrees of relative if not absolute poverty, 
and that this can only get worse as population expands at unprecedented 
rates relative to existing available resources, currently used technology, 
and present institutions and organizations. Third, that there lies in the 
traditional rural sector a bundle of labor, land and some capital which if 
mobilized could reduce poverty and enhance the quality of life of rural 
people. This implies fuller development of existing resources, including 
the construction of infrastructure such as roads and irrigation works, the 
introduction of new production technology, and the creation of new institu
tions and modes of organization. 

3. The major concern of rural development is the amelioration of 
poverty. This means a clear orientation towards increasing production and 
raising productivity. Rural development recognizes, however, that improved 
food supplies and nutrition, together with basic services such as health 
and education, can not only directly improve the physical well-being and 
quality of life of the rural poor, but also indirectly enhance their producti
vity and ability to contribute to the national economy. It is concerned with 
the modernization and monetization of rural society and with its transition 
from traditional isolation to integration with the national economy. 

4. The objective, of rural development are therefore multiple and 
extend beyond any particular sector. They encompass improved productivity, 
increased employment and thus higher incomes for target groups, as well as 
minimum acceptable levels of food, shelter, education, and health .. A 
national program of rural development should, therefore, include a mix of 
activities, including projects to raise agricultural output, create new 
employment, improve health and education, expand communications and improve 
housing. Such a program might be made up of single or multi-sectoral projects, 
with components implemented concurrently or in phased sequence. The com
ponents and phasing must be formulated both to remove constraints and to 
reinforce favorable dynamics prevailing in the target area. 

5. The nature and content of any rural development project will 
reflect the political, social, and economic circumstances of the particular 
country and region. Where the scope and need for rural development are not 
accepted by government leaders, or where resource constraints are binding, 



- ii -

especially the supply of skilled manpower, initial projects may be experimen
tal in nature or restricted in extent. Where particular needs are pressing, 
such as famine or disease, narrowly focused projects may be appropriate. At 
all times, however, the promotion of equitable development, including the 
monetization, modernization and eventual transition of rural society from 
the traditional to the modern sector, remains the broader goal. 

Target Population 

6. Using both absolute and relative standards of poverty, the total 
number of poor in the world is estimated at some 750 million. This is close 
to 40 percent of the total population of the developing countries. Approxi
mately 85 percent of the 750 million are considered to be in absolute poverty-
based on the arbitrary criterion of average annual per capita income equivalent 
to US$50 or less. Three-quarters of these are in the developing countries of 
Asia, reflecting both the low levels of national per capita income and the 
r e lative size of the rural sector in these countries. The other 15 percent 
of the 750 million are judged to be in relative poverty, having incomes above 
t he equivalent of US$50, but below one-third of the national average per 
capita income. l'lost of these are located in the less-poor developing coun
tries, a large fraction being found in Latin America. 

7. Of the 40 percent of the population in developing countries con
s i dered to be in either absolute or relative poverty, more than 80 percent 
a r e estimated to live in rural areas. Agriculture is the principal occupa
t i on f or four-fifths of the rural poor. These people are found in roughly 
eq ual shares in both densely populated zones (over 300 persons per square 
ki lometer) and sparsely populated zones (less than 150 persons per square 
kilometer). Thus poverty is found in the highly productive irrigated areas 
of Asia, as well as in the adverse conditions of the Sahel, North East Brazil, 
the Andean Altiplano, and the dry zones of India. The whole populations of 
many such areas are seriously affected by national calamities, especially 
drought and flood. In these situations, the poverty problem is most obvious, 
and urgent. 

8 . The rural poor include small scale farmers, tenants and share-
croppers, and landless workers and their families. There are over 80 million 
smallholdings of less than two hectares, many of them comprising several 
small fragments of land, most of which generate incomes below the absolute 
poverty level. The tenants, sharecroppers and squatters, who represent 
another 30 million or more families, are often less. well-off. While the 
largest proportion of workers in agriculture is self-employed. there is also 
a growing group of landless or near landless workers--especially in Asian 
countries. These people are dependent on seasonal work and are among the 
poorest of the rural community. 

9 . Despite high rates of rural/urban mi~ration, the rural population 
is still growing at approximately two percent a year. The consequent worsen
i ng of the man/land ratio means that increases in output and income must come 
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primarily from increased yields per acre and cultivation of higher value 
crops. This will require both access to suitable new technology and the 
capital to utilize it. This in turn implies the need for new or improved 
service systems to support a modern agriculture. The new seed-fertilizer 
technology for wheat, rice and maize provides the first major opportunity 
for extending science-based agriculture to low income, small scale producers 
of traditional crops. Further adaptive research and extension are required 
to ensure an adequate rate of technological change. Special programs are 
necessary to aid the rural poor to contribute more to an increase in output. 
These programs must include the organization of abundant labor to provide 
infrastructure and on-farm improvements. 

10. The need for special intervention to raise rural production and 
incomes applies also to the provision of social and other services such as 
health and education. Poverty is reflected in poor nutrition, inadequate 
shelter and low health standards. These affect not only the quality of life 
but also the productivity of rural people. In particular, there is a need 
for nutrition and preventive health programs, including improved water supplies 
and sanitation. Better education is an important element in this and may also 
provide an opportunity for the rural young to escape from poverty. In order 
to remedy both quantitative and qualitative educational deficiencies, in
creased use of "basic education" is considered imperative. 

11. Rural areas also have a smaller share of other services, such as 
domestic water, electricity, waste disposal, and other economic infrastructure, 
than do urban areas. Even where these services exist, the poor are often 
excluded from access by reason of inadequate organization or cost. These 
problems indicate the need for a special effort to provide appropriate social 
and economic infrastructure for the rural poor, and the importance of inte
grating these components into rural development projects. It is obvious that 
without a concerted effort, rural poverty will remain all-pervading . 

Policy Framework 

12. Experience indicates that a strong commitment to rural development 
at the national policy level is a requisite for an effective, broad-based 
ir.1pact. In many countries this is lacking. However, most governments are 
prepared to experiment at the project level and to examine the results of 
experience. This should provide the basis for some dialogue between these 
countries and the Bank from which a broader approach may eventually develop. 

13. All too often, macro policies are inconsistent with agricultural 
and rural development. Price policies that favor manufacturing and processing 
industries, and those which aim to keep food prices low in urban areas, work 
against rural development. In such cases subsidies on farm inputs may be 
justified. Fiscal policies also often militate against the rural poor, who 
are less well organized and less vociferous than other groups. Thus public 
sector spending is heavily skewed in favor of urban dwellers, and in rural 
areas the rich have favored treatment. Yet the poor often pay considerauly 
more taxes in proportion to income due to indirect commodity taxes and low 
direct taxes. In addition there is often a reluctance to charge those bene
fiting from publicly-financed investments, thus widening the gap between the 
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few who have access to such investments and those who do not. Land policy 
has obvious implications for the rural poor given that their incomes depend 
on the extent to which they control land and its output. In many instances, 
therefore, land reform is a necessary concomitant of a rural development 
program. 

14. Technology policies aimed at ensuring a flow of new, field-tested 
technical knowledge relevant to smallholder production are essential for the 
success of rural development. Often the poorest areas are overlooked by such 
policies. There is frequently also a failure to treat the subsistence farm 
as a system. Where technology is available it is frequently not applied due 
to a lack of extension, inadequate support services, finance constraints and 
limited marketing facilities. Adaptive research and demonstration on a local 
basis to facilitate adoption is required in all these areas. 

Organization and Planning 

15. Ideally, planning and implementation of rural development _programs 
involve adequate regional planning, strong central coordination, effective 
local level organization, and the participation of the rural people in the 
planning and implementation processes. Few countries have been able to come 
even close to this ideal. Regional planning is desirable both because rural 
<levelopment cuts across all sectors and because rural programs need to be 
framed to meet regional conditions. - Such planning necessitates the collec
tion of statistics on a regional rather than a sectoral basis, and the use 
of regional surveys and resource inventories. Interregional allocations of 
technical and financial resources must be decided in relation to resource 
endowments, the domestic and foreign funds available, a balance of equity 
and growth considerations, and mutually acceptable center/local sharing 
arrangements. All these elements should be brought together into an internally 
balanced rural development plan. However, the lack of a comprehensive rural 
development plan should not be seen as an obstacle to evolving programs on a 
local level. 

16. Strong coordination at the center is increasingly regarded as essen-
tial to successful rural development program implementation. This is a 
reflection both of the political nature of many of the decisions that must be 
made anJ of the need to coordinate the activities of ministries or departments 
organized along sectoral lines. A special office or unit is favored, having 
responsibility for definition of tarset groups, coordination of national/ 
regional efforts, and integration of the activities of national sector agencies. 
It has also to ensure that all sector policies are commensurate with rural 
development objectives. 

17. Coordination at the local level is emphasized because of the growing 
evidence that multi-sectoral programs can he implemented most effectively 
through a substantial increase in decentralization. Local control provides 
the flexibility needed for the proper integration and timing of activities, 
and modification of programs in response to changing conditions. Community 
involvement, which is essential to a sustained development process, is greatly 
facilita ted by local rather than centralized control. One particular advantage 
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is that the perceived problems of the community and those imputed by local 
officials tend to be less far apart and can be more easily reconc i led. 

18 . Group arrangements such as ~ooperatives provide an organized basis 
for handling many of the problems of providing access to services for large 
numbers of rural people. They allow a measure of involvement through par t i
cipation, but also provide a vehicle for collective negotiation of credit, 
input supplies, and delivery of marketable surplus. Even land management 
can be organized on a cooperative basis, as in Egypt. Group approaches 
enjoy widespread support by governments, but the performance of cooperatives 
has been mixed. Despite this they provide an impetus to rural developmen t 
that is difficult to attain in any other way. In many cases, they build 
on an established base of mutual aid within rural groups. A major require
ment for the successful operation of cooperatives, and for regional and 
local government, is the provision of trained manpower. Thus train ing 
f acilities are needed both to prepare full-time staff and to improve the 
e f fectiveness of community leaders, school-teachers, religious leaders, and 
other agents for change. 

Program Design and Implementation 

19 . Experience with rural development, although limited, suggests that 
t he ef f ectiveness of any program is ultimately dependent on the i mp lementat ion 
phase. Existing rural development projects can be classified into three 
approaches: (a) The minimum package approach, as exemplified by t he Bank
supported projects in Ethiopia and Korea (seeds). (b) The comprehens i ve 
approach, which can be either (i) nationally integrated programs or (ii) a rea 
development and settlement schemes. Examples of coordinated nationa l pr ograms 
are the JCRR in Taiwan and PIDER in Mexico. Area-specific projects can be 
either single product projects such as tea in Kenya, Tobacco in Tanzan i a, 
cotton in Mali, and oil palm in Malaysia, or comprehensive area proj ect s 
which have more diversified crop and integrated farming systems, such as 
Comilla in Bangladesh, Lilongwe in Malawi, and Caque ta i n Colombia. (c) Se ctor 
and other special programs, including rural public works, education and 
training, and credit schemes. 

20 . A review of these projects reveals the many difficult issues in 
rural development planning and project formulation and implementation. Time 
and again there are problems of lack of knowledge, incomplete unders t anding, 
and limited institutional, technical, and financial capabilities and capa c i ties. 
It is possible, however, to make a few simple affirmatives. 

(a) Given sound preparatory planning, leadership, and the involve
ment of people in the local community, then the small f armer 
is by no means an enemy of change. On the contrary, he can 
become an instrument of change, to the advantage of the 
nation as well as of himself. 

(b) Material resource requirements for rural development need not 
be disproportionately large. Although low capital cost per 
beneficiary is not by itself a criterion of a good rural 
development project, and although costs must be related to 
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benefits, low capital costs are an important element in 
designing projects to reach large numbers in the target 
groups. In many successful rural development schemes the 
capital cost per beneficiary appears to be remarkably low by 
the standards of conventional programs, a figure well under 
US$200 being not at all exceptional. 

(c) Rural development schemes benefiting a mass of people can be 
as productive and economically attractive as schemes of a 
conventional kind directly benefiting far fewer people. 

(d) With well-designed programs, offering proper incentives to 
small farmers, development can be much more rapid than is 
sometimes believed, and the impact on level of living 
following the expansion of cash income from a subsistence 
baseline can be dramatic. 

(e) Finally, ~1ile much remains to be done, conviction of the 
need for a change in strategy, and commitment to specific 
actions and programs towards rural development, have 
probably never been greater in the developing countries than 
at the present time. This is an important bridgehead on 
which new understanding can be built and from which new 
programs can be launched. 

Country Guidelines 

21. The following are desirable characteristics of a framework within 
which to design and implement rural development programs. 

(a) Central leadership and coordination. Effective rural develop
ment planning should be given high priority. Steps towards 
improvement in planning capacity might include establishing 
a small but expert unit charged with the development of a 
national program of action. Such a body should provide 
leadership and should have a coordinating role with respect 
to project identification and preparation and with the 
monitoring of ongoing programs. Where nationally integrated 
rural development programs are desired, such a central unit 
should also be actively involved in project identification 
and preparation. 

(b) Decentralization and participation at local level. Provision 
of an institutional framework at the regional or local level 
and of good center-local conununications and coordination, 
with appropriate devolution of responsibility to local bodies, 
are critical. There is no single model for dealing with these 
problems, but the importance of evolving planning and program
ing units in both regional/local government institutions and 
sectoral departments cannot be stressed too strongly. Equally 
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important is the need to involve local people in planning, 
decision-making, and implementation. 

(c) Research. Expanded technical and economic research into 
small farm systems, and into crops and techntques generally 
appropriate for use by the small farmer, should have 11~0 n 
priority. A second type of research which is both important 
and much neglected is concerned with the dynamics of tradi
tional rural societies as they begin to enter the modern sector. 

(d) Training. An insuf~icjency of trained manpower is perhaps the 
most serious obstacle to large scale rural development efforts. 
An intensified training effort, particularly directed toward 
the needs of local level institutions, and calling for greater 
efforts focused on training in the local environments where 
people work, must al~o be pursued, 

(e) Intermediaries. The establishment of effective group organiza
tion, such as farmers' associations and cooperatives, should 
have high priority. These provide the best means of lowering 
the cost of delivering services and marketing output so that 
larger nt~bers can be reached, 

Activities related to rural development planning include the fol low-

(a) Identification of target groups. Identification should be 
in terms of category, number, location, and other attributes, 
with detailed specification of the relationships between these 
categories and the proposed project actions. 

(b) Project Design. Several different kinds of projects may be 
appropriate to reaching rural development objectives: 

(i) some projects may emphasize specific functiona l ser,:ices, 
such as minimum packages of inputs like fertilizers and 
seed, and phasing, so that moderate benefits can be intro
duced progressively, at low cost per beneficiary, in order 
to cover as wide a cross section of the rural poor as is 
feasible; 

(ii) other more comprehensive projects may involve the inte
gration of related economic and social services in or<ler 
that full advantage is taken of opportunities to build 
better balanced and more focused efforts; 

(iii) in some cases sectoral and other special programs may be 
needed to remove a binding constraint, such as an 
endemic disease problem, or to meet a special need, such 
as public works to employ the landless. 
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In any event, each project must contain that blend of inputs 
and services necessary to ensure a sustained increase in 
productivity on the part of the beneficiaries. Particular 
attention to the appropriate balance between the dir~ctly 
productive and indirectly productive project elements is 
desirable. This balance should reflect the levels of services 
proposed for the sector on a national basis, the least-cost 
means of providing such services, and restrictions on re
sources that can be used for this purpose. 

(c) Implementation. Items requiring specific attention includ~: 

(i) local level training schemes and use of locally available 
human resources in order to minimize demands on the rest 
of the economy; 

(ii) adherence to sectoral and regional planning conside~a~ 
tions so as to ensure that proper attention is paid to 
linkages between sectors and regions; 

(iii) establishment of user charges, graduated according to 
ability to pay, and provision for adequate savings to 
be drawn from local communities so that funds are available 
to extend programs on a broader scale; 

(iv) appropriate local agricultural research to provide a basis 
for continuing productivity gains from small scale agri
culture. 

(v) full use of existing local governmental structures, and/of 
assistance in strengthening then for greater subsequent 
use; 

(vi) promotion of institutional structures which enable the 
beneficiaries to participate in the running of projects, 
through either project advisory committees or elected 
local government institutions which are represented on 
project management authorities; and 

(vii) use of simple monitoring and evaluation systems, both ~s 
integral parts of the project management system and as a 
means for feeding the lessons of experience back into the 
process of designing future projects. 

Changes in Bank Lending 

23. Bank activities in rural areas have related mainly to lending for 
agriculture. The Bank is now the largest single external source of funds 
for direct investment in agriculture in developing countries. This is a 
consequence of a purposeful shift in Bank policy over the past decade, as 
reflected in changes in the lending program. These include a shift in the 
sectoral pattern, a widenine and deepening of lending, and the emergence of 
"new style" projects. Lending for agriculture has increased from six p~rcen.t 
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of total Bank lending between FY48-60 to 16 percent in FY71-72 and 24 percent 
in FY73-74, at a time when total lending expanded several times. 

24. The focus on Bank lending for agriculture was also widening over 
the period, and by the mid-1960's the Bank was financing storage, marketing, 
processing, farm credit, fisheries, and forestry projects in addition to the 
more traditional irrigation and infrastructure projects. A concurrent 
deepening of lending is reflected in the fact that lending to countries with 
per capita GNP below US$150 has increased from 22.5 percent of the total up 
to 1968 to 38.2 percent over FY69-74. There has also been an increase in 
the number of projects providing benefits to the rural poor. This has been 
achieved through "new style" projects characterized by the fact that: (a) they 
are designed to benefit large numbers of rural poor; (b) they take a compre
hensive approach to small scale agriculture and may include components that 
are not directly productive; and (c) they have a low cost per beneficiary. 

25. In short, the Bank's changing philosophy on agricultural develop-
ment has resulted in: (a) a larger share of total lending to agriculture, 
within which poverty-oriented projects are getting an increasing share; (b) 
an increased share of lending going to poor countries; (c) a larger number of 
people benefiting from Bank projects; and (d) projected net output increases 
to beneficiaries well above the five percent suggested in the Nairobi Speech. 

The Way Ahead 

26. Extending this trend depends on the way in which the twin goals of 
equity and output growth are balanced, and on the resources available in 
relation to the magnitude of the problem. Whether an emphasis on rural 
development will divert resources away from food production is a legitimate 
question since: (a) it implies a heavy investment in the small farmer group 
which controls only 16 percent of the land; and (b) it is more costly to 
provide services to large numbers of small farmers than to a smaller number 
of large farmers. On the other hand, small farmers are often more efficient 
in terms of on-farm resource use. 

27. Rural development does not necessarily mean a diversion of resources 
away from food production since: (a) most of the rural poor are engaged in 
agriculture; and (b) those who are not can be employed on public works that 
create productive facilities for agriculture. In recognit ion of the prevail
ing high priority placed on food production, the Bank recognizes amelioration 
of poverty in rural areas and increased food production as twin goals. Its 
emphasis on rural lending includes not only those in the poverty target groups, 
but those with up to five hectares; these two groups combined control 40 
percent of the cultivated land in developing countries. Large scale farmers 
will continue to be assisted when increases in their production are demon
strably necessary to increase domestic food supplies and/or contribute to 
exports. Adequate cost recovery in the form of government revenue will be an 
important criterion in such lending. 

28. Assessing the requirements for achieving the five percent annual 
growth of output from small scale farmers is a complex task. It involves 
not only estimatin?, the financial resources needed, but assessing the problems 
of transferring technologies and the many manpower and institutional con
straints. Many of these parameters are difficult to quantify and available 
data preclude detailed analyses. Country experience indicates that finance 
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alone is seldom the limiting factor; frequently technology, institutional, 
procedural, and manpower factors are more critical. Nonetheless, and 
bearing these reservations in mind, an approximate indication of the invest
ment needs to achieve the five percent growth goal can be drawn from recent 
Bank experience. Using the average project cost of US$80 per capita, given 
enough similar projects the implied global cost of helping the total 750 
million rural poor would be a little over US$100 billion. However, this 
estimate is subject to a substantial margin of error because the 25 "new 
style" projects analyzed do not constitute a very secure base from which to 
nake such projections. 

29 . The figure of US$100 billion, whentaken over a five year period, 
is relatively modest when seen in the light of the projected US$170 billion 
total investment in developing countries in 1974 alone. However, for low 
income countries, where the poor are concentrated, investment in 1974 will 
be nearer VS$25 billion so that the investment required for rural development 
is proportionately extremely large. 

30 . Projected .Bank lending for agriculture and rural development during 
FY75-79 is approximately US$7.2 billion and should involve a total invest
men t in rural areas of about US$15 billion, given past experience of cost 
sharing. Assuming a lending program of this magnitude for agriculture and 
rural development, it is reconnnended that half should go to rural development 
so as to provide one-fifth of the annual investment needs for the rural poor 
during the five year period FY75-79. Such a Bank program should reach a 
population of some 100 million, 60 million of whom should be in the target 
group . When viewed against the expected increase of the rural poor in the 
same period of 70 million, the urgency of measures to reduce population 
growth becomes obvious. 

Deployment of Bank Resources 

31. In order to meet the goals of rural development, attention is 
being given in the Bank to: (a) monitoring progress of economic, sector, 
and project work; (b) adjusting the project cycle, especially with re.spect 
to project preparation work; and (c) modifying the technical assistance 
program, including training and research. 

32. The Bank has an extensive system for monitoring progress on economic, 
sector, and project work. Recently a detaile<l system for monitoring of rural 
development projects has been introduced based on regular "project informa
tion briefs." These will be reported quarterly and used as a guide to further 
modifications to Bank practices -and policies. 

33. The increased emphasis given to project identification in rural 
development suggests the need for greater attention to identification in 
country economic and sector work. Special reconnaissance missions may be 
useful for this purpose. 
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34. Project preparation acquires greater importance because of the 
number and variety of components and the special implementation needs. This 
creates the need for a longer lead time. Possible measures for providing 
assistance in preparation include expanded use of reconrtaissance missions; 
creation of project planning units in developing countries and special prepa- ···- -· 
ration projects. In recognition of the importance of "implementation" in 
realizing goals particular attention should be given to planning, monitoring 
and evaluation systems within project organizations. 

35. Relatively minor changes are required in project appraisal pro-
cedures, but specific guidelines are necessary for assessing those compon
ents for which benefits cannot reliably be estimated. In such cases attention 
should be given to sectoral policy standards, minimum cost alternatives, 
avoiding any costs from being obscured, and to appropriate pricing of the 
services. 

36. The kind of technical assistance required to support the proposed 
Bank lending program for rural development includes training to overcome man
power constraints, attention to public sector organizations, and research and 
information gathering to provide more adequate understanding and guidelines. 

Bank Recommendations 

37. Bank lending for the rural sector over the next five years should 
be directed towards meeting the following targets: 

(a) to help at least 100 million low income people (half of which 
should be in the target group) become more productive; 

(b) to increase the net output of project beneficiaries to a 
sustainable annual rate of at least five percent; and 

(c) to allocate US$3.75 billion over the next five years for this 
purpose. 

38. The Bank should encourage and, where requested, assist technically 
and financially those governments wishing to devise comprehensive rural 
development plans. Where governments do not appear interested in developing 
a strategy of poverty reduction in the rural areas, the Bank should not seek 
to impose its views; but efforts should be made to identify and prepare rural 
development projects while engaging in a dialogue on possible changes in 
development strategies and policies. Where governments are interested in 
experimental rural development programs or projects, the Bank should support 
them. 

39. Bank economic, sector, and regional planning missions should identify 
both the target groups in the rural areas and the key technical, policy, 
organizational, management, and manpower constraints which inhibit the 
amelioration of poverty in the rural areas. Such reports should be used as 
vehicles for dialogue with governments with a view to removing constraints 
through such actions as: 
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(a) special missions to identify the institutional causes of low 
absorptive capacities in public sectors, paying particular 
attention to civil service procedures and conditions of service 
which militate against efficiency in the planning and imple
mentation of suitable projects and programs; 

(b) projects to provide increased training of indigenous personnel 
such as "corps of development managers," regional and project 
planners, cooperative managers, and accountants; and 

(c) provision for training specialists in larger projects. 

40. In cooperation with the UNDP and FAO the Bank, through the EDI, 
should support the establishment of a number of regional training institutes 
whose initial purpose would be to train staff who will return to their own 
countries and establish national courses for development managers and project 
planners . 

41 . Within the lending program, there should be increasing effort to 
d~velop projects which: 

4'.: . 

(a) reach large numbers of low income groups; 

(b) are low in cost per person reached relative to benefits; 

(c) provide a rate of economic return at least equal to the 
opportunity cost of capital; 

(d) provide a balance hetween prl1ductive anJ welfare components, 
consistent with minimum cnst standards and public savings; 

(e) lnvolve local parti cipation in decision-making; and 

(f) incorporate r.ural w,) rk.s for the landless as a part of an 
intep,rated rural develop n11> nt plan . 

In thin Bank pro ject wor1: there shmd d be: 

(a) continued experimentation with the design of projects and 
the development of low cost delivery systems for all facets 
of rural development (such experimentation should include 
the evaluation of low cost minimum packages, area development 
projects, and public works and other special programs); and 

(b) multi-sectoral projects designed within sectoral and regional 
contexts rather than within a purely project context. Putting 
projects in these contexts provides guidelines for minimum 
national standards. 
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4 1. There is need for more resources to be allocated at the earlier 
stal!es of project identification, preparation, and supervision/evaluation; 
these should make possible some staff economies at the appraisal stage. 

~t~. The re should be greater emphasis on the onhoing evaluation of 
nrujects as part of internal mana~ement control systems; the scope of 
su~ervision missions should accordingly be broadened to include more 
e vnluation of project impact. This would necessitate additional staff. 

4S. In designing rural development projects, account should be taken 
of the !)OSsibility of including family planning elements where desirable. 



I. THE NATURE AND EXTENT OF THE PROBLEM 

A. Toward an Operational Strategy 

1.1 The multiple objectives of development include sustained increase 
in per capita output and incomes, expansion of gainful employment, and greater 
equity in the distribution of the benefits from growth. This implies alleviation 
of poverty and human misery by increasing the productivity of the poor and 
providing them greater access to goods and services. The following analysis 
indicates that a high proportion of the poor--judged by both absolute and 
relative measures--lives in rural areas. Hence rural development must consti
tute a major part of an overall development strategy if a large segment of 
those in greatest need are to benefit. 

1.2 Past strategies in most developing countries have tended to empha-
size economic growth without specific consideration of the manner in which 
the gains from growth were to be distributed. The assumption has been that 
increased growth per se would lead to a reduction in poverty through the spread 
effects from an expanding economy. Accordingly, the emphasis has been on 
increasing growth, with a corresponding concentration of effort on the "high 
growth" modern sectors of the economy to the virtual exclusion of the tradi
tional sector--where the smallholders, tenants, and landless make up the bulk 
of the rural poor. Although, in the long-run, economic development for the 
growing rural population will be dependent on expansion of the modern sector 
and on non-agricultural pursuits, too strong an emphasis on the modern sector 
alone neglects the growth potential of the rural areas. Failure to recognize 
and act on this has been a major cause of slow rural growth rates and increas
ing rural poverty. At the other extreme, a few governments preoccupied with 
promoting social equity in the rural areas have discouraged investment in 
growth to the point of economic stagnation. With rapidly growing populations, 
per capita incomes in the rural areas have declined even though the range of 
distribution of incomes is much narrower now than it has been. 

1.3 Thus, a strategy for rural development must balance the twin 
objectives of raising growth rates and distributing the fruits of growth 
more fairly. In the medium-term this implies a growing interaction between 
the modern and traditional sectors, especially with regard to increased trade 
both in farm produce and in technical inputs and services. For this reason 
modern sector and macro-economic policies cannot be ignored. Thus, while the 
main thrust of this paper is concerned with ways and means of tackling problems 
of rural poverty directly -- because of its relative neglect in the past --
the Bank should, in addition, continue to devote its resources to helping 
the rural poor indirectly, through projects designed to increase output, 
exports and growth generally. 

1.4 Part of the strategy of rural development proposed in this paper 
is to focus directly on making the rural poor more productive. This requires 
the identification of target groups of tpotential beneficiaries and the design 
of policies, programs and projects to benefit them. The notion of target 
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groups lies at the root of the delineation of rural development as a separable 
and distinct development strategy for the rural areas and provides a focus 
for project identification and design. Target groups are best defined in 
the context of the individual country. However, a basic universal standard 
for identifying target groups would be the income necessary to cover minimum 
nutritional requirements, together with an allowance for necessary non-food 
expenses. In addition, we suggest that an income equal to or less than one
third the national average would be an appropriate additional criterion to 
allow for extreme relative poverty. Target groups identified by low incomes, 
absolute or relative, include smallholders, tenants and the landless; each 
separate group may need a special program of its own to handle the specific 
problems it faces. 

1.5 The operational goals of rural development extend beyond any partic-
ular sector: they include improved productivity, and thus higher incomes for 
the target groups, as well as minimum acceptable levels of food, shelter, 
education and health services. Fulfillment of these objectives calls for 
an expansion of goods and services available to the rural poor and institu
tions and policies that will enable them to benefit fully from the whole range 
of economic and social services. In order that this development be self-sus
taining, special concern is attached to the full participation of target group 
members in the organization of the program. 

1.6 A program of rural development must, therefore, embrace a wide 
range and mix of activities, including projects to raise agricultural output, 
to improve health and education, to expand communications and to improve 
housing. The mix of activities will vary with the requirements of a region 
and the priorities assigned to components within a program at particular 
times and stage of development. The program may be based on a series of 
sequential projects -- first health, then education, then agricultural devel
opment; or it may attempt a broad-based multi-sectoral approach whereby a 
series of activities are to be undertaken almost simultaneously. In all 
cases the constituent elements should conform to a logic that is internal to 
the program, in that they are internally complementary and reinforcing. 

1.7 As will be stressed later, most of the low income groups in the rural 
areas depend heavily on agriculture for the livelihood. Thus, it is axiomatic 
that many of the programs intended to raise rural incomes will center on 
agricultural development. Agricultural development specifically intended to 
aid low income rural householders then becomes part of the process of rural 
development. Similarly, since the landless are among the lowest income groups 
public works programs that generate employment in the rural areas are rural 
development programs. The same general principle applies to health and educa
tion, when these services focus on the rural poor. In these instances, how
ever, the effect of the programs may be to increase the capacity of the poor 
to become more productive rather than to increase output directly. 

1.8 Approaches to rural development will also be influenced by country 
circumstances. Thus, countries with surplus revenues -- such as the oil and 
mineral rich nations -- may be in a position to invest heavily in social 
overhead as well as in directly productive activities, where economic dualism 
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prevails, a rural development program may be an effective means of redistri
buting income through increasing the share of the budget allocated for 
services to low income groups. Elsewhere economic circ\.Ullstances may dictate 
that the primary emphasis be on increasing short-run output to generate 
increased income - which can then be the basis for increased savings and 
further investment in development. The nature and content or mix of activi
ties in any rural development program will vary depending on the political, 
social and economic circumstances that prevail in given countries or regions. 
There is no universal formula that prescribes the activity mix or the most 
effective sequence of activities to raise the incomes of the rural poor. 

1.9 In conclusion, an operational concept of rural development is that 
of a program (or a project) intended to provide a sustained increase in the 
output and level of living of a significant proportion -- if not all of 
the rural poor in a given area. In some instances this may require emphasis 
on indirectly productive operations, but, in the main, the focus will be on 
those activities that either raise incomes directly or, at a minimum, provide 
the potential to be more productive. The implementation of such a strategy 
requires adequate trained manpower and efficient institutions which can pre
pare, plan, and execute programs to assist the rural poor to become more 
productive. The strategy must also be one which can reach the very large 
numbers of the rural poor and so must involve their participation in its 
design and operation. 

B. The Measurement of Rural Poverty 

(i) The Extent of Rural Pover~ 

1.10 There is no uniquely correct way of measuring the extent of poverty 
or of rural poverty. In the President's Nairobi Speech, emphasis was given 
to programs for increasing the productivity of "that approximately 40 percent 
of the population of our developing member countries who have neither been 
able to contribute significantly to national economic growth, nor to share 
equitably in economic progress". Our illustrative calculations build from 
this baseline, taking into account absolute poverty -- defined by income 
levels below which minimum adequate standards of nutrition, shelter and per
sonal amenities cannot be maintained, and relative poverty -- reflecting 
extreme differences in levels of living between the top and bottom strata 
of a society. The latter often afflicts countries higher on the income scale 
to a greater extent than it does the poorer countries. 

1.11 The extent and regional concentration of absolute poverty can be 
illustrated by adopting the arbitrary standard that a person is in absolute 
poverty when he or she has an average annual income equivalent to US$50 or 
less. 1/ On this basis, an analysis of all countries with populations of 
more than one million reveals that: 

!/ It would be preferable to use "household" or "family" in place of the 
per capita measure used in this analysis, but data are lacking on the 
distribution of household or family incomes. 
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(a) approximately 85 percent of all absolute poverty is in the 
rural areas; 

(b) in total there are presently some 550 million people suffering 
from absolute poverty in the rural areas of the developing 
world in the mid-1"970's; 

(c) about three-quarters of this total are in the developing 
countries of Asia with almost two-thirds of the number found 
in only four countries - · India, Indonesia, Bangladesh and 
Pakistan; 

(d) in contrast, the developing countries of Latin America and the 
Caribbean account for only about four percent of the total; and 

(e) the 53 countries with per capita incomes above US$150, 
taken together, account for only eight percent of absolute 
poverty in rural areas. 

Thus, much rural poverty is a direct reflection of low levels of national 
per capita income and the size of the rural sector in these economies. 
(See Tables 1 to 3; figures quoted in the text are rough projections from 
the 1969 estimates shown in the tables). 

1.12 To provide a quantitative illustration of relative poverty, calcu-
lations were made of the total number of people with per capita incoaea below 
one-third of the average per capita income of a particular country, j_/ (See 
Table 2). By this standard of relative poverty: 

(a) the relatively poor make up 18 percent of the total population 
of the countries in question (in contrast to 34 percent under 
the US$50 absolute standard); but 

(b) a much larger fraction of the relatively poor (27 percent of 
the total) come from the countries of the Latin American 
region, and by this criterion over 30 percent of the people 
of Latin America are poor. 

1.13 If the estimates of the poor measured by the absolute standard given, 
are added to the number of those whose per capita incomes exceed US$50 but 
fall below one-third of the national average for the countries in which they 
live, then approximately 750 million or 40 percent of the total popu~ation 
of the developing countries must be considered to be living in absolute or 
relative poverty. Of this total, almost 70 percent is accounted for by the 
developing countries of Asia; 19 percent is accounted for by develop·ing Africa; 
and 13 percent by Latin America and the Caribbean. The fraction of rural 

!/ A ratio which corresponds very roughly to the "poverty line" at which 
income supplementation through welfare pavements begins in many develop
ing countries. 
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population counted as absolute poor varies from over 40 percent in rural Asia 
to under 20 percent in the developing countries of Latin America and the 
Caribbean. Allowing for both relative and absolute poverty, however, the 
proportions fall between 37 and 47 percent of the rural populations of the 
various regions. 

1.14 The data presented above indicates the geographic spread and mag-
nitude of poverty. An estimated 600 million of the poor--or more than 80 
percent of all poor--live in the rural areas. These 600 million rural poor 
constitute 40 percent of all the people in the rural areas. Most signifi
cantly nearly 550 million people living in the rural areas had incomes that 
are the equivalent of US$50 or less. 

1. 15 These estimates also suggest that rural poverty is more severe and 
intractable in some countries than in others. The most difficult circums
tances are those in which extensive rural poverty is combined with low l evels 
of mobilizable resources. Countries in this situation include all the South 
Asian nations, many of the larger African countries such as Ethiopia, Sudan , 
Tanzania, and a few Western Hemisphere countries like Haiti and Bol ivia. 
Rural development is the major development problem facing these nations now 
and for the foreseeable future. At the other end of the scale are count r i es 
with pockets of rural poverty, varying in extent and intensity, but with 
resources adequate to deal with the problem provided that the political com
mitment is made. Among this group are Iran, Argentina, Malaysia and Yugoslavia. 
In an intermediate category are those countries with relatively extensi ve rur al 
poverty and relatively considerable resources to deal with it. This group 
includes oil-rich Indonesia, Nigeria and Algeria, middle-income countr i es 
such as Brazil, Colombia and Mexico, and moderately poor countries such as 
Thailand, Korea and the Philippines. 

(ii) Characteristics of the Rural Poor 

1.16 There is little detailed information on the levels and distribution 
of income within rural areas and little analysis of the anatomy of rural 
poverty. In most cases, however, the poor are found side by side with t he 
prosperous. While they are sometimes restricted by a limited endowmen t of 
natural resources, they are more frequently constrained by a lack of access 
to technology and services, and the institutions which would sustain a higher 
level of productivity. In many cases entrenched vested interests operate to 
ensure not only that the benefits of productive activity are distributed 
inequitably, but that the poor are denied access to the inputs, servic es and 
organization which would allow them to increase their productivity. Thus 
the socio/economic system operating in the rural areas is of ten hostile t o 
the objectives of rural development, serving to reinforce rural poverty and 
to frustrate upward mobility on the part of the poor. Clear ly this is not 
always the case; for example, the isolated community, characterized by a 
uniformity of poverty and ignorance and with ultimate rights to land exer
cised by a tribal or clan council of elders, is also common. The i mportant 
point is that devising effective programs calls first for a clear understand
ing of the system through which poverty is produced and perpetuated. 
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1.17 Dependence on agriculture for a livelihood. Labor force surveys 
in Africa and Asia show that agricultural employment is the principal occu
pation for 75 to 85 percent of the rural population; with the partial excep
tion of some relatively advanced countries, and areas close to cities, almost 
everyone has some connection with agriculture. There is a correspondingly 
thin scatter of jobs in rural industry, commerce, transport and services 
(including educational and administrative services). Activity data for the 
rural poor are rare. What little there are serve to show that agriculture 
is even more important as a source of income for this group than for the 
rural population in general. A detailed evaluation of relatively commer
cialized and developed rural Malaysia, for example, confirms that agriculture 
is most significant for the poor than for others; agriculture is the principal 
source of livelihood for 82 percent of the poor householders, compared with 
only 50 percent of rural households not classified as poor. In the more 
remote regions of most developing countries almost every family either rears 
animals or raises crops as a main activity. However, although agriculture 
provides most work and income in rural areas, non-agricultural work is an 
important supplementary income source, so that a lack of productive off-farm 
opportunities during slack seasons may greatly exacerbate poverty due to low 
productivity on-farm work. 

1.18 Independence of climate and population density. A calculation based 
on a country by country, regional breakdown of population shows about equal 
shares of the rural poor--40 percent in each case--in both the more densely 
populated zones (300 or more persons per square kilometer) and the less 
densely populated zones (150 or less persons per square kilometer). Thus, 
poverty persists in sparsely populated areas where land is infertile and 
climatic conditions are adverse, as in parts of the Sahel zones of Africa, 
the Andean Altiplano, or the dry zones of India. On the other hand, poverty 
is al.so widespread in fertile, highly productive, irrigated lands in India, 
Bangladesh and Indonesia where density of population is great and where many 
holdings are less than one-third of a hectare in size, with income limited 
accordingly. 

1.19 Compounding effects of national calamities. There are times--
typically after flood or drought has ruined the harvest--when virtually the 
entire population of a large area is seriously affected. One important 
example of a region where such a situation is common is the so-called "drought 
prone areas" of India, which cover about 600,000 square kilometers and have 
a population of approximately 66 million. The bulk of this population is 
engaged in a perennial struggle to meet subsistence needs in a generally 
harsh envirotU11ent. Within this broad zone, drought has occurred in three 
or four years out of every ten - with good and bad years tending to cluster 
together. The succession of drought years has had severe effects "bn the 
harvest and has resulted in absolute poverty for more than 50 million people 
or three-quarters of the total population of the zone. A similarly extreme 
situation exists in the drought prone areas of North East Brazil, affecting 
more than 20 million people. Elsewhere severe floods (partly occasioned by 
typhoons) contribute to perennial poverty. Such floods occur every two or 
three years in Bangladesh and in parts of the Philippines, and their effect 
is to diminish the already low incomes that prevail in those areas. 
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1.20 Proportion operating small and fragmented holdings. Incomes at 
the farm level are determined by a host of factors that include the quantity 
and quality of inputs such as land, labor and water, the technology used, 
the prices received for outputs and the prices paid for inputs. Thus, a one 
hectare irrigated farm using high-yielding varieties of rice and fertilizer 
can generate double the income of the same hectare farmed under traditional 
methods; one hectare devoted to tea (at prevailing market prices) can yield 
an income seven times as great as when it is used for maize. The acreage 
required to generate the same level of income will also vary with ecological 
conditions. Thus the recent Kenya Agricultural Sector Survey indicated that, 
for rainfed agriculture, the farm size needed to produce approximately US$40 
per annum per capita increased progressively from 2.6 hectare to 6.4 hectare 
to 16.4 hectares according to ecological zoneq; between 90 and 135 hectares 
were needed to generate the same level of income in range areas bordering 
the true Sahel. But while the use of inputs varies widely, land remains the 
most important factor of production determining levels of output and income; 
studies indicate that most of the smallholdings in Asia, Africa and Latin 
America are used for traditional low-yielding subsistence production. These 
studies also indicate that very few farms of less than two hectares of arable 
land, producing traditional crops, generate incomes in excess of the poverty 
line. According to the 1960 World Census of Agriculture, there are 80 million 
smallholdings of under two hectares of land. !/ 

1.21 Tenants, sharecroppers and squatters . There are instances --
especially in the more developed regions -- where large holdings are leased 
under fixed rentals and where the farm operators have relatively high incomes. 
However, most renters of land, tenants, and sharecroppers in the least de
veloped countries share their output with landowners and often operate under 
insecure tenancies. Other things being equal , tenants' incomes will be even 
lower than those of the operator-owners, and the amount of land required for 
an income above the poverty line is correspondingly increased. The largest 
numbers of low income persons in these categories are in Asia (26 million 
or 89 percent of the total).'!:/ 

1.22 Landless and other rural workers. Most workers in agriculture 
are self-employed. There is, however, a large and growing group of landless 
and near landless workers - with a heavy concentration in those Asian countries 
with the largest concentrations of the poor (see Table 4). Most of the land
less work irregularly, often on a seasonal basis with many working only when 
there are peak labor requirements. Wage rates are extremely low, often less 
than the equivalent of 50 cents a day. Not all farm workers are so badly off; 
there are comparatively few plantation workers in relatively advanced countries 
and workers in enclaves in poorer countries whose incomes would place them 
above the poverty level. In the main, however, agricultural workers and land
less whose employment is governed by the seasons are among the poorest of the 
agricultural community. 

Land Reform, World Bank Paper - Rural Development Series, July 1974, 
Table 6, Annex 1. 

Ibid., Table 10. 
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C. The Dynamics of Rur al Poverty 

(i) Rural Population and Agricultural Pr oduction 

1.23 Despite high rates of rural/urban migration , the rura l population 
is now growing at approximately two percent a year. 1/ In the past, in most 
countries, increased rural population could be accommodated by expanding the 
acreage under cultivation. This may continue to happen in countries which 
have an ample supply of land that can be brought into production a t r elatively 
low cost, but, in the main, the opportunit i e s for such low cos t expansion have 
substantially diminished. With a worsen i ng man land ratio, increases in 
output, and thus farm income, must necessarily come from a widespread increase 
in yields per acre cultivated and t he cultivation of higher value crops. 

1 .24 It is the requirement for ra ising yields per acre that places the 
poor farmer at a disadvantage under pr esent programs and encourages the view 
that poverty will increase unless t here is a reorientation in development 
strategy in many countries . To r a ise the output and incomes of the bulk of 
the rural poor will require that they have access to a suitable technology 
and to the capital to utilize that technology . At present -- for the r easons 
discussed at length in the r ecent Bank policy papers on Agricultural Credit 2/ 
and Land Reform -- the public and pr i vate inst itutions that provide the goods 
and services to promote technolog ical change tend to bypass the poor farmer, 
typically operating a holding of two hectares or less, and to ignore t he needs 
of the landless laborer. 

1.25 The new seed-fert i l izer technology for wheat, rice and maize has 
provided the fir s t major oppor tunity to spread a high-yielding technology 
among low income, small-scale producers of traditional crops. Although con
siderable adaptive research and breeding is required, this technology can 
lead to substantial increases in output in many areas, even where populat ion 
is very dense and where there are large numbers of small-scale, low income 
producers, such as in Bangladesh and Java. However, as long as the insti
tutions that provide the inputs for technological change continue to be 
biased against the small producer , it i s inevitable that small-scale, l ow 
income producers will become increasingly impoverished as they have to share 
their output among increased number s . A special effort must be made to a id 
the rural poor to contribute more t o an enlarged increase in output. This 
can be done only by special programs. These programs may have to include 
the organization of abundant l abor to provide infrastructure and on-fa rm 
improvements as is done in Mainland China. 

1/ Except in the southern core of Latin America where population growth 
rates are low. 

J:./ See !g_ric~ltural Credit, World Bank Paper - Rural Development Series, 
August 1974 . 
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1.26 There are opportunities for considerably expanding employment with-
in agriculture, for both farmers and landless labor. Indeed, if Asia were 
to have the same labor intensity per hectare as Taiwan, then all of the agricul
tural labor force in Asia would be fully employed. Differences in resources, 
technology and organization prevent such densities being realized, though, 
there are possibilities for removing some of these critical constraints . 
Without such action there will continue to be widespread underemployment in 
agriculture, massive migration to overcrowded urban areas, and increasing 
poverty and destitution in many countries. 

(ii) Health and Education 

1.27 Health. The logic regarding special intervention to raise the 
agricultural incomes of the rural poor also extends to the provision of 
social and other services such as health, including nutrition and family 
planning, and education. These not only improve the quality of life but 
also indirectly affect human productivity. Thus the objectives of rural 
development include the provision of minimum standards of food, clothing, 
shelter, health and education. An income of less than US$50 per capita 
implies inadequacies of nutrition, shelter, health standards and other com
ponents of a basic living level. As a consequence, we observe in rural 
areas high levels of morbidity and mortality--especially infant mortality; 
physical and mental lethargy and inability to sustain hard work on a regular 
basis; limited ability to recognize or to respond to problems and challenges; 
lack of awareness, inactive and poor motivation toward improvement and learn
ing; and, often, hostility toward outside influence or advice (and sometimes 
toward potential achievers on the inside who threaten the cohesion of the 
group). Some of these reactions, particularly those more psychological than 
physiological, are associated as much with the deprivation of relative poverty 
as with those of absolute poverty. 1/ A link between rural poverty and food 
intake has been established for a number of countries. (See Table 5.) 
Nutritional deficiencies affect all age groups, but the toll is greatest 
among the very young. In most low-income countries children under five years 
of age, although they generally constitute less than 20 percent of the popu
lation, account for more than 60 percent of all deaths. Malnutrition is the 
largest single contributor to child mortality in these countries. 

1.28 One of the important elements reinforcing rural poverty is that those 
most needing medical or health care are precisely those who are too poor or too 
remote from any facility to obtain it. (See Table 6.) Since almost every
where~1/ the medical doctor remains the lynch-pin in the system of public 
health-care, the absence of doctors generally means the absence of adequate 
medical facilities. It is estimated that more than 80 percent of the rural 
population is completely out of touch with official health services. 

l_/ For a fuller discussion of the serious effects of malnutrition see Health 
Policy Paper, World Bank Report No. 554, October 17, 1974, Section C. 

'!:./ Mainland China being the most noteworthy exception; Tanzania is also 
developing its rural health services with heavy emphasis on the use of 
medical auxiliaries rather than doctors. 
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1.29 Another factor that exacerbates the health problems of the rural poor 
is neglect of preventive services. Approximately 70 to 80 percent of public 
health expenditures is usually allocated to curative services, even though 
it is generally recognized that preventive health programs, primarily environ
ment oriented, are critical to a successful attack on the disease problems 
which underlie the prevailing high rates of morbidity and mortality. Through 
improved water supply and sanitation, the prevalence of a whole host of 
diseases can be diminished. 

1.30 Education. Although it may take time, access to education can well 
provide some chance for the rural young to escape from poverty. There are, 
however, two important considerations which militate against the rural poor 
receiving satisfactory education. The first is the relative shortage of 
facilities and the poor quality of education in the rural areas; the second 
is the relatively high cost of education to the poor in terms of fees, books 
and other materials. 

1.31 There has been a significant increase in educational opportunity 
in rural areas, but this has been unevenly distributed and has generally 
lagged behind educational expansion in urban areas, particularly on the 
post-elementary levels of education. A comparison of UNESCO statistics for 
the primary level shows that the ratio of complete schools to the total 
number of schools by area is significantly less in rural than in urban areas. 
(See Table 7.) On the basis of an intensive overview of the general situa
tion, the judgment of one expert was that, "in a country with an overall 
primary school participation rate of, say 50 percent, the chances are that 
in some of the poorer rural areas as many as 90 percent or more of all young 
people (especially girls) are reaching maturity without knowing how to read 
or write".]_/ Thus it is probable that unless the situation changes greatly, 
millions of children in rural areas will remain illiterate. One reason is 
that, despite what may be substantial public expenditures on educational 
facilities, charges for education, though nominal, are often well beyond the 
means of the rural poor. Thus, in many countries education for large numhers 
of rural poor children ends after two years of primary school, even where a 
school is available for use. 

1.32 Not only are the rural areas discriminated against in the provision 
of education services, but the type of education often is not appropriate to 
the needs of rural dwellers. It is increasingly recognized that to remedy 
both the quantitative and qualitative deficiencies of education in rural 
areas more widespread use of systems of "basic education" will be required. 2/ · 

(iii) Other Services 

1.33 Rural areas tend also to be provided with a lower proportion of 
other services--such as domestic water supply, electricity, waste disposal 

1_/ P.H. Coombs (with R.C. Prosser and M. Aluned), "New Paths to Learning 
for Rural Children and Youth", International Council for Educational 
Development, October, 1973. 

~/ See Education Sector Working Paper, World Bank Report No. ·,561, October 
25, 1974. 
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and other economic infrastructure--than do the urban areas. The relative 
scarcity of these services means that they are not available in the areas 
where most of the poor live and thus the poor simply do not have access to 
them. Even where such services are available, the poor tend to benefit less 
from them than do other groups. This arises because, even when services are 
subsidized, there is often a requirement of some payment toward the cost; 
despite the subsidy, the personal contribution may serve as an effective 
barrier to use by the poverty stricken. This phenomenon extends to all kinds 
of social services. 

1.34 The analysis above indicates that a special effort must be made to 
provide appropriate social and economic services for the rural poor. This 
effort should focus on meeting the needs of the lowest income groups--the 
smallholders, tenants, landless--in the rural areas. To this end not only 
must services be geared to rural requirements but special pricing arrange
ments must be maintained so that the poor will have access to services which 
can assist them to break out of the otherwise self-reinforcing cycle of 
poverty. The analysis also indicates the importance of integrating economic 
with social services in rural development projects, for poor health and lack 
of education are important causes of continuing low productivity and resist
ance to change. l__/ 

1.35 The amelioration of widespread and pervasive rural poverty will 
require a maximum effort from both within and outside the rural sector. The 
thrust here is a direct attack on poverty in the rural areas, although, as 
has been emphasized in the Bank paper on Land Reform, an expanding non-rural 
sector is essential to increasing employment opportunities for the rural poor. 
This is especially the case in the more populous countries of A_sia where man 
land ratios are already unfavorable. Furthermore, other indirect measures 
may well be essential to the amelioration of the problem. By way of illustra
tion, on the basis of demographic trends alone the number of rural poor could 
rise by some 70 million between 1975 and 1979. This ntnllber will probably 
exceed that of the beneficiaries likely to be assisted under the proposed 
program of lending by the Bank Group for rural development. (See paragraph 
3.24.) Thus the proposed ambitious program will, in effect, cater to no more 

----- --- ----------
1_/ One specific study, recently undertaken for the 

agricultural workers in Indonesia, stressed the 
of poverty and a deficient diet on production. 
follows: 

Bank among low income 
self-reinforcing impact 
This report comments as 

"Once infestation or anemia occurs, the environmental, economic 
and nutritional factors are likely to enhance the debilitating 
effects of the disease resulting in a vicious circle. An anemic 
individual will tend to work less, and thus earn less income if 
he is on a piece-work or an incentive basis. This in turn pre
disposes him to a poorer nutritional status (less food), aggravat
ing further the anemia, and increasing susceptability to infection. 
Increased absenteeism and lowered productivity will therefore 
result, and he is trapped in a series of events in which he can 
neither improve his income, his nutrition nor his health." 
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than the increase in population. The need for population control is obvious. 1/ 
At the same time, there is likely to be some stimulus to family planning asso-
ciated with a more favorable environment as higher levels of living result 
from rural development programs. This is a further reason for adopting such 
programs. 

1/ See "Population Planning - Sector Working Paper", in World Bank Operations 
- Sectoral Programs and Policies, Baltimore and London: The Johns Hopkins 
University Press, 1972, pp. 291-369. See also Population Policies and 
Economic Development, World Bank Report No. 481, July 12, 1974. 
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II. POLICIES AND PROGRAMS FOR RURAL DEVELOPMENT 

2.1 National commitment to policies and programs for rural development 
is a recent phenomenon in many countries. In others such commitment has long 
been reflected in national policies. The success stories of Japan and Taiwan 
in this respect are· well known. The achievements of Yugoslavia and Egypt 
are perhaps less renowned. The earlier efforts of India, Iran and Mexico are 
now history. In addition there have been any number of pilot projects-
Camilla in Bangladesh, Puebla in Mexico, the Special Rural Development Projects 
in Kenya, among others. Bank support for activities in this area is relatively 
new and sufficient time has not yet elapsed for proper evaluation of the more 
recent efforts. Also, due to the diversity of rural situations, country 
experiences often provide insights relevant only to particular country cir
cumstances. At this stage, therefore, it is important to emphasize the in
completeness of our understanding relative to the complexity and scale of 
the problems to be tackled. Consequently, any conclusions derived remain 
tentative and preliminary; they are likely to be considerably modified as 
more is learned about the process of change in the rural sector. 

A. The Policy Framework 

(i) Need for Commi~ment and Planning 

2.2 A strong commitment to rural development policies at the national 
level is a requisite for an effective broad-based impact on the problems of 
rural poverty . Judging from available indicators, it would appear that only 
about 40 percent of the Bank's client countries have such a commitment. 
Thus, there has yet to be a firm reorientation in policy in more than half 
the Bank's client countries. In some of them, present policies and insti
tutional structures are so far from favorable to rural development that a 
policy shift could only be attained as part of a major polit ical change. 
This is a key problem in situations demanding extensive land reform; it 
applies even more so where government itself is dominated by special interests 
unsympathetic to the objectives of rural development. In most other countries, 
governments are prepared to experiment at the project level. However, some 
hold the view that rural development is technically difficult or economically 
unsound in terms of slower growth in output and exports, and this stands in 
the way of a stronger commitment. Whatever the reasons, it is evident that 
while the Bank and others can try to influence change in attitudes, unless 
more govermnents commit themselves firmly to devising strategies and policies 
to raise the standard of living of the rural poor, there will be little sig
nificant improvement in the lot of millions of people. 

2.3 There are various ways in which rural development objectives can be 
fulfilled once there is firm commitment. The choice among these, and the 
sequence in which they are taken up, will reflect social, cultural and political 
factors as well as narrower technical considerations. Thus far, however, 
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while numerous ad hoc rural development projects and activities with signifi
cant impact on the-i:ural poor have been introduced , the great majority of 
countries still operate without fully articulated policies, programs or plans 
for rural development. Similarly, macro policies are often inconsistent with 
agricultural and rural development. We now turn to a consideration of these 
policies. 

(ii) Price Policy 

2.4 The relationship between input and output prices must be such as 
to provide both a fair return on the resources employed and incentives for 
increasing productivity. This is a necessary although not a sufficient 
condition for stimulating development in the rural areas. Bank analysis 
indicates that all too often government policies discriminate against develop
ment, particularly agricultural development, in the rural areas. Designed 
to provide assistance to manufacturing and processing industries or to raise 
government revenue, such policies result in raising the costs of agricul tural 
inputs relative to output prices, making innovation unrewarding and highly 
risky. 

2.5 Many governments justify low food prices on the grounds of keeping 
down the cost of living in urban areas. In some cases the farm.er is compensated 
by subsidies on inputs or credit. Frequently . however, the subsidies have 
undesirable distorting effects upon the economy, are costly to implement, 
and often are available only to those in contact with and enjoying the 
confidence of the organization through which they are supplied. Thus, 
typically, the small farmer is excluded. In general, therefore, it is more 
beneficial, or at least less costly, to provide incentives by guaranteeing 
minimum prices than to subsidize inputs. And it is better to subsidize 
specific inputs in order to transfer specific technologies rather than to 
have general subsidies such as subsidized interest rates. 1/ While remunera
tive prices for outputs relative to inputs for small farmers will often mean 
handsome returns for larger farmers , excessive rents can, in principle at 
least, be syphoned off through a progress ive tax system. Thus pricing policy 
is intimately connected with fiscal policy. 

(iii) Fiscal_ Po~~ 

2.6 Fiscal policies in many countries lack consistency of approach. 
They have tended to develop piecemeal in response both to particularly 
urgent revenue needs and to powerful pressure groups. As such they 
militate against the rural poor who are either unrepresented or inadequately 
represented in the councils of government. For instance, in most developing 
countries the distribution of public sector expenditure is heavily skewed in 
favor of urban dwellers; and within rural areas the relatively rich receive 
favored treatment. These inequalities are apparent across a broad spectrum of 
services. 

-------··---·-··--·-
J../ See Agricultural Credit, .£E.· cit, for an analysis of interest rates. 
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2.7 Through high levels of indirect commodity taxation and low effective 
rates of income or property tax, the poor often pay considerably more in pro
portion to income than do the rich. In the rural areas, the failure to ex
tract a reasonable contribution from the richer members of the community is 
most obvious in the case of taxes based on property ownership--especially 
land ownership. A properly constructed tax on agricultural land is probably 
most desirable to mobilize resources for public purposes, since such taxes 
can function without destroying incentives related to agricultural output. 
Yet few countries appear to have effective land taxes of any sort. Where 
they have there is more often than not widespread evasion through nominal trans
fers of parcels of land to relatives and by misclassification of land poten
tial. The figures shown in Table 8 confirm the low proportion of receipts 
from land taxes, especially when compared with export taxes, which are regres
sive but easy to collect. 

2.8 A related and greatly significant aspect of fiscal policy is the 
complex of issues falling under the general heading of cost recovery. In 
most countries there is an inability or lack of will to impose charges on 
those benefiting from publicly financed investments or current services on 
the grounds that the poor cannot afford to pay. Seldom, however, is any 
attempt made to impose progressive charges which subsidize the poor by 
recovering proportionately more from the rich. Failure to impose adequate 
charges in turn severely limits the rate at which investments can be under
taken or services provided in the rural areas, even though the social returns 
from these investments are high. 

(iv) Land Policy 

2.9 Land reform has obvious implications for the rural poor, for whom 
subsistence depends for the most part on the extent to which they control land 
and the output from that land. The recent Bank paper on Land Reform stressed 
the necessity of viewing land reform in the context of the multiple objectives 
of rural development. On the other hand considerable income growth can be 
achieved (a) by smallholders in densely populated areas without land reform, 
where the tenancy ratio is low, the distribution of land not excessively 
skewed, and the private marketing system effectively reaches the small as 
well as the big farmers; and (b) by settlement scheme participants where 
there are vast tracts of land which can be exploited productively through 
such settlement schemes. But where the incidence of onerous tenancy is high, 
the distribution of land extremely skewed, the rural oligarchy controls credit 
and marketing institutions, appropriating for itself the bulk of input 
supplies and even the income generated by rural works, land reform must 
precede any massive input of resources into small farms or rural works. 

(v) Technology Policy 

2.10 A constant flow of new, field-tested technical knowledge relevant to 
smallholder production is a precondition for the continuing success of most 
rural development programs. Many of the poor live in harsh environments where 
investments would produce little income growth until technological discoveries 
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create reliable new opportunities. Major improvements in production tech
nologies and product mixes must be evolved for arid lands, some mountain 
regions, areas of low quality soils where shifting cultivation is practiced, 
and rain forest areas. Failing this, migration may be the only solution. 

2.11 Inappropriate research programs and inadequate adaptive research 
and extension have in many cases been a major factor in limiting the effect 
of programs on the incomes of poor farmers. One conunon problem emerging is 
t he failure to treat the subsistence fann as a system of cultivation, re
quiring a comprehensive approach to on-farm technological improvement. Another 
problem is the lack of attention to factors especially important to the small 
f armer. These include risk-reducing innovations, such as better pest and 
weather resistant crops; more intensive research into the so-called poor 
man's crops, including sorghum, millet, cassava, pulses and upland rice; 
and better advice on simple improvements in crop husbandry, and soil and 
f ertility conservation. Also, although there has been more research on small 
f arm equipment than is generally supposed, the efforts have not been coordi
nated nor the results subjected to simple production engineering for manu
f acture. One answer to this, being pioneered by the International Rice 
Research Institute in the Philippines and other groups, involves dissemina
tion of research results and prototype specifications for local manufacture. 

(vi) Commitment, Planning and Resource Requirements 

2.12 The commitment of resources to rural development and the extent to 
which promotion of rural development programs is reflected in national economic 
poli cy depends, inter alia, both on the nature and severity of the problem 
and on the resources which the nation can allocate to it. As noted in Chapter 
I , where rural poverty is restricted to small pockets and resources are avail
able, individual countries may follow very different policies with regard to 
rural development. For instance, the fifth five-year plan of Iran, covering 
the period 1972/73 through 1977/78, drawn up before the recent three-fold 
i ncrease in oil prices, projected investment outlays for the agricultural 
sector equivalent to some US$900 million per year. The rural population of 
Iran is approximately 18 million. Of these some eight million could be 
counted among the target group of rural poor, as defined in Chapter I. It 
follows that if half of the total investment outlay projected for agriculture 
were to be directed toward Iran's rural poor, annual investment per capita 
among that group could be over US$50 per year. By contrast, in Bangladesh 
over 90 percent of the population lives in rural areas and at least 40 million 
of these rural people must be counted among the poor. A feasible investment 
outlay for agriculture was assessed by a recent Bank economic mission at the 
equivalent of approximately US$300 million per year over the mid-1970's. 
Applying the same arithmetic, in Bangladesh less than US$4 per capita avail
able annually to help improve the productivity of the rural poor - about 
one-fifteenth of the amount available in Iran. While rural poverty is far 
from negligible in Iran, it clearly is not the dominant development concern 
t hat it must be for Bangladesh. At the same time, the resources available 
to Iran for dealing with the problem allow for a much wider latitude in 
approach to rural poverty and permit a much faster pace of implementation. 
I t is obvious that planning, program formulation, and implementation will 
vary considerably from one case to the other. 
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B. Organization and Plannin_g_ 

2.13 There is a growing consensus that the effective planning and 
implementation of rural development programs requires the following elements: 

(a) a national plan or program of action for rural development, 
together with supporting national and regional policies and 
adequate center/local financing arrangements; 

(b) a strong organization at the national level to coordinate 
vertically organized, central government sectoral departments; 

(c) effective machinery at the regional/local level to coordinate 
the sectoral activities of national departments operating in 
the region and regional/local departments; and 

(d) participation by the rural poor in the planning and imple
mentation processes through local government, project advisory 
committees, and cooperative · types of organization. 

These elements are discussed separately in the following sections. 

(i) Rural Development Plan 

2. 14 Few countries have developed an overall plan for rural development, 
It is no easy task to do this for several reasons: (a) by definition rural 
development cuts across all sectors; (b) rural programs, more than most other 
kinds, ideally should flow from national and regional planning; (c) the kinds 
of supportive policies discussed in the preceding section involve fundamental 
political considerations; and (d) the information base is so poor. 

2.15 Yet the advantages of a coordinated effort, focused on a national 
plan or program for rural development, are almost self-evident. Basic questions 
such as the financial, technical and administrative efforts to be allocated to 
the program, the areas for major concentration, the phasing and sequencing of 
activities, the linkages among sector programs, and the developmental impacts 
aimed for, can seldom be addressed effectively in a piecemeal fashion. At the 
present time effort tends to be fragmented and dispersed because there is no 
clear idea of the overall size of the problem, the location and density of 
specific target groups, or the developmental potential in the areas where 
rural poverty is concentrated. To obtain the benefits of planning, however, 
calls for great determination in the face of very real difficulties. At the 
level of central government, the concerns of rural development tend to cut 
across the conventional boundaries of department organization and responsi
bility. At the other extreme, regional and local planning involve acceptance 
of the delegation of some central authority for program design and implemen
tation to staff in touch with local requirements and able to assess local 
potential. Finally, it is increasingly recognized that to create a basis for 
self-sustaining development in rural areas requires that local resources-
financial and human--be mobi~ized within a planning framework involving the 
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active participation and assistance of local people. "Self-sustenance" 
implies involvement, as distinct from simply reaching the low income rural 
population through development programs. This, too, calls for major new 
efforts in the many countries where the administrative system has been 
highly centralized. In view of the difficulties, partial planning, for 
particular areas or regions, may be more realistic and effective in some 
circumstances. 

(ii) Coordination at the Center 

2.16 There is some experience--although no consensus--emerging on approaches 
to the organizational problems of rural development planning. There appear, 
for instance, to be advantages in creating a special unit or office, located 
directly under the president or prime minister to coordinate national planning 
and program development for rural development. The experience is that such 
units are most useful when they coordinate efforts rather than themselves 
undertaking the specialized work of other agencies. Coordination is partic
ularly important with regard to: (a) national/regional efforts to overcome 
the current lack of data and improve the information base generally; (b) the 
activities of the major sector agencies. (The success of a rural program or 
project initiated by one department or agency often depends on complementary 
actions taken by another department. Experience in any number of countries 
suggests that lack of adequate preparation, including attention to those 
linkages, is an important cause of failure or disappointing results.) Finally, 
(c) there is the very important and difficult task to ensure that national 
and sector policies are in line with the overall objectives of rural develop
ment. 

(iii) Coordination at the Local Level 

2.17 Experience indicates that the planning and implementation of rural 
development activities calls for a substantial measure of decentralization 
in program management. involving the strengthening of local government and 
other development institutions. The adjustments needed vary significantly 
from country to country. Unless the functional aspects of rural development 
projects are completely delegated to some level of regional and/or local 
government--an unrealistic and probably undesirable situation--problems 
typically arise with regard to overlapping functions of central and local 
government departments. An institutional arrangement--perhaps through 
regional planning units or coordinating committees--must be found to resolve 
issues and, in the last resort, provide adjudication machinery. Where national 
investment priorities are concerned, provision has to be made to ensure that 
the central planning authority is brought into the picture. 

2.18 The advantage in planning and administering development from local 
levels are particularly great where there is a complex, multi-sectoral mix of 
activities that requires proper integration and timing of activities. At the 
same time, local level management provides the needed flexibility to modify 
programs as conditons become better understood or as circumstances change. 
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More generally, the combination of authority, responsibility and accountabi
lity focused at the local level leads to much more active promotional efforts 
than otherwise. This is particularly true in the more backward and isolated 
regions which are generally neglected under a highly centralized system. In 
mainland China, reliance on decentralized local level management is a corner
stone of the economic system. And there is a clear trend in this direction 
in a number of other countries - in Algeria, Tanzania, Kenya and India for 
example. In general, however, (apart from use of the special project author
ity - often separate from the existing local authority), progress toward 
decentralization is still modest. 

2.19 At the present time, the proportion of expenditure on development 
which is allocated as a result of local decisions is fairly small - perhaps 
in the range of 10 to 20 percent. Budget authority continues to rest with 
the central authority, with a major part of the funds allocated on a depart
mental basis. Funds which provincial authorities can allocate out of their 
own revenues for rural development are generally hopelessly inadequate or 
insignificant. Even where there is a considerable measure of local autonomy 
in spending, reliance on central transfers is very great. Central governments 
usually curtail local powers to raise additional revenue directly from local 
sources, although there are some arguments favoring such local resource 
mobilization to supplement central government allocations. For one thing, 
total resources for investment may be increased. For another, local con
tributions would strengthen the basis for local participation in program 
concept and design and, more generally, would increase fiscal responsibility 
at local level. Some countries, Indonesia for example, are experimenting 
successfully with schemes to increase local level contributions, in this 
case using a matching grant system as inducement. 

(iv) Importance of Local Participation 

2.20 Community involvement in the selection, design, construction and 
implementation of rural development programs has often been the first step 
in the acceptance of change leading to the adoption of new techniques of 
production. The manner in which early participation is to be achieved, and 
balanced with the need for overall guidance and control from the center, is 
a problem which can only be resolved within each country. There is some 
evidence. however, such as that at Camilla in Bangladesh, that a strengthened 
local authority is better able to secure effective participation than are 
officials answerable to far away central governments. It appears that 
Tanzania has gone further in its attempts to deal with these problems than 
have most other governments. For example, preparation of regional develop
ment budgets now begins with proposals from a system of local committees, 
composed of villagers and low level officials. These are then filtered 
through higher level district and regional committees, again composed of a 
mixed group of officials and party members, before presentation to the central 
government. Agreement must be reached at each level before final proposals 
are passed through to the next higher level. A somewhat similar system of 
decentralized planning and decision-making is practiced in Malaysia and one 
is being developed in Indonesia. Country experience shows that one major 
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problem of participation is that the rural people have perceptions of needs 
and possibilities for action which are generally different from those of 
"rational" officials. A reasonable balance in this relationship is hard to 
strike. At one extreme, local politicians may completely dominate local 
officials, with the possibility of perverse results. At the other extreme, 
also common, officials may make the final decisions and recommendations. 

2.21 Cooperatives and similar institutional arrangements have obvious 
potentiai advantages with respect to a number of the problems that raise 
major administrative difficulties in reaching the rural poor. On one side, 
cooperatives provide some measure of participation through the involvement of 
their members. On the other, they perform the functions of a financial inter
mediary and make it possible to provide credit to larger numbers than can be 
done through official credit agencies. Moreover, members can be held jointly 
responsible for repayment, for acceptance of input supplies or other produce 
purchased from outside and for delivery of marketed surplus to the appropriate 
agencies (public or private). In more advanced systems, cultivation is 
arranged on a cooperative basis, in some cases with the application of more 
or less uniform cultivation practices to land and crops that remain the 
responsibility and property of the individual cultivators. The cooperative 
can thus, in principle, reduce the need for government servants or personnel 
of government-supported agencies to deal with the individuals and families 
that comprise the target groups. 

2 .22 Almost all governments support cooperative development for the 
rural areas in one form or another. An examination of the experience indi
cates that the performance of cooperatives has been mixed. In some, the 
problem has been that the skills--particularly entrepreneurial and trading 
skills--that are required of the managers have been underestimated. With 
ineff iciencies and losses, the cooperative may well become a high - rather 
than low cost purveyor of services for its members. In some places these 
difficulties have been considerably accentuated by active and effective 
opposition to the cooperative by private traders, landlords and others to 
whom organization among low-income families is not advantageous. Sometimes 
such groups capture much of the benefit by working from within; for example, 
when membership of a cooperative is a condition for access to subsidized 
credit. Dishonesty among the officials has also been a major problem. 

2 .23 But experience with cooperatives has been by no means all bad, and 
mass participation provides an impetus to rural development programs that it 
is hard to attain in any other way. Moreover, in most societies, there is 
a well established informal system of mutual aid upon which to build. The 
work of non-government agencies furnishes some of the more successful examples 
in fostering cooperation, usually working outside the framework of officialdom, 
often in quite modest circumstances. The Bank should explore ways and means 
of working more closely with non-government agencies, especially where they 
have gained useful local experience and have experimented with pilot projects. 
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(v) Manpower and Institutional Constraints 

2.24 The shortage of skilled staff to implement rural development pro-
grams should be a major consideration in their design. In many countries, 
particularly in Africa, the scarcities of skills extend through all levels: 
experienced and junior staff, technical and administrative. Even when the 
stock of trained manpower is more adequate, the number of personnel serving 
the rural areas is often low in comparison with urban areas. This may be 
due to rural development being assigned low priority or to an absolute 
paucity of financial resources. Typically, however, the salary scales and 
allowances of people working at the bottom of the development hierarchy in 
the rural areas are low, their status is low, and their promotion prospects 
uncertain. In addition, the lack of amenities in rural locations deters 
well trained persons from staying there. Moreover, in many countries civil 
services practice does not respect and reward specialization. Therefore, the 
turnover of rural staff is very high; and officers appointed to supervise 
rural development are frequently urnnotivated generalists in the very early 
or the very last stages of their careers. 

2.25 The remedies for this situation are obvious but seldom instituted. 
Staff working in the rural areas should be given better pay and allowances. 
Distinguished rural service should be given special recognition. Promotion 
prospects for specialized field staff should be improved. But competitive 
pay and career prospects must be regarded as complementary to the development 
of the motivation and commitment to service that accompany true professionalism. 
Manpower can often be used more effectively than it is at present. In parti
cular, where good managers and higher level staff are scarce, lower level 
staff must be utilized much more effectively. The need for formally trained 
manpower is determined largely by the way in which the delivery of services 
is organized. Thus, many agricultural credit programs, following conventional 
forms of credit administration based on complex criteria of creditworthiness 
of the applicant, involve the processing of complicated forms and thus require 
large amounts of highly trained manpower. Modification of such procedures 
could free this manpower for other tasks. 

2.26 If decentralization is to be effective, regional and local govern-
ment, development authorities, and cooperative-type organizations must be 
provided with the trained manpower to fulfill obligations. The available 
evidence indicates that present systems of training are weak especially with 
regard to the handling of relationships with the local population. Recruitment 
must be localized to strengthen the links between development services 
and the community, and training exercises for agricultural extension agents, 
health workers and cooperative staff must be relevant to the actual needs 
and priorities of particular local situations. More consideration also should 
be given to the possibility of training community opinion leaders, such as 
primary school teachers, religious leaders and village cooperative secretaries 
as agents of change. The number of people which need to be trained is so 
large that the only practical way is to adopt a multiplier approach by train
ing the trainers. This could be done through the establishment of inter
nationally financed regional training institutes. These would prepare experi
enced staff to return to their countries and set up courses to train develop
ment managers, regional and project planners, cooperative staff, agricultural 
extension agents and other specialists. 
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C. Implementing _Rural Development 

2.27 Because experience with rural development projects is limited, and 
conditions vary widely from one rural area to another, generalization about 
project design is fraught with the twin dangers of being either too specific 
or too trite. Nevertheless, an attempt has been made to distill some lessons 
of experience by examining a cross section of projects in which alleviating 
poverty in the rural areas was a major objective. 1/ In this respect it is 
notable that rural development schemes do not usually aim to provide benefits 
to the rural poor exclusively. There are several reasons for this. Often, 
the rural development objective is subordinate to the objective of increasing 
agricultural output (or marketed output). Even where this is not the case, 
a program aimed at providing advice or extension to the small farmer will 
rarely exclude the medium sized farmer, if by including him sizeable increases 
in output can be obtained. 

2.28 Moreover, it may frequently be desirable to design a program so 
that all sections of a rural community benefit to some degree from it. Often 
this can ensure its effectiveness with respect to the target groups whose 
need for the program is its main justification. Involving the community 
implies the provision of some element of general interest. And in many 
countries, avoidance of opposition from powerful and influential sections of 
the rural community is essential if the program is not to be subverted from 
within. Program design must take into consideration the existing rural social 
system if lasting benefits for the poor are to be achieved. Thus, in cases 
where economic and social inequality is initially high, it is normally opti
mistic to expect that more than 50 percent of the project benefits can be 
directed toward the target groups; often the percentage will be considerably 
below this. But, in all cases, project design should reflect the particular 
needs and conditions in the particular developing country situation. 

2.29 At one extreme, some countries are giving emphasis to the provision 
of a package of minimum requirements to as large a group as resources permit. 
We describe this as the minimum package approach to rural development. At 
the other extreme are the more comprehensive programs which include social 
as well as productive elements. Partly because of the heavy financial and 
human resources required by such programs, however, most experience with them 
relates to specific area or regional schemes (e.g., settlement schemes) rather 
than to nation-wide programs. We refer to this as the comprehensive approach. 
Finally, there are a variety of supportive programs which provide benefits to 

J_/ Some insights are also provided on this subject by the African Rural 
Development Study (ARDS) and the preliminary conclusions of a study of 
rural public works programs supported by the Bank. See Uma Lele, "The 
Design of Rural Development: An Analysis of Programs and Projects in 
Africa" Studies in Employment and Rural Development No. 1, Employment 
and Rural Development Division, Development Economics Department, IBRD. 
The concluding chapter of this study, "Summary and Conclusions", is 
attached to the present paper hereto as Annex A. 

-----------
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the rural poor. These usually need to be integrated with some broader effort 
if full potential is to be realized. A rural works program intended to help 
the landless laborer is one example of such an approach. A national credit 
scheme for smallholders would be another. Most sector-specific programs fit 
into this category, including those related to education, health, transport 
improvements, village power and water supplies for the rural poor. Such 
programs are described as sector or special programs in the detailed discussion. 
It is worth emphasizing, however, that most experience with rural development 
stems from various ad hoc or piece-meal approaches, and not from the appli~ 
cation of an overal-i:-rural development plan. Thus, the classification of 
project activities serves mainly as a basis for organized discussion of issues, 
and the examples used do not necessarily reflect intention or conscious design 
on the part of the originators of the programs. 

(i) The Minimum Package Approach_ 

2.30 Minimum package programs aim to provide generally modest but 
broad-based improvements in levels of living through increased agricultural 
output. Special attention is given to the sequencing of operations in the 
light of the development needs and requirements of the target groups on one 
side, and financial and staffing constraints on the other. The great advantages 
of minimum package approaches are their promise of low-cost, extensive coverage 
with comparatively simple objectives and operating procedures. The importance 
of sequencing is also worth attention. An initial emphasis on a broad-based 
increase in productivity, through a minimum level of institutional develop
ment, may be the most effective way of ensuring mass participation in a 
subsequent more complex type of program. 

2.31 An illustration of the approach in operation is the Minimum Package 
Program (MPP) established in Ethiopia in 1971, which is supported by IDA. 
Designed eventually, to cover the entire agricultural population of small 
farmers in Ethiopia, MPP provides extension, production credit, cooperative 
development, and feeder roads in 10,000 farm family units or blocks. These 
blocks typically extend five kilometers on each side of a 75 kilometer stretch 
of all-weather road. Services are organized through specialized credit 
agencies and the Ministry of Agriculture, with no regional or local govern
ment participation. The experience of those working with the project suggests 
some important conditions for the success of this approach: 

(a) a first class technical package (under the soil and rainfall 
conditions of Ethiopia's highlands, the application of ferti
lizers has produced such yield increases as to convince farmers 
of their usefulness without much persuasion by extension staff); 

(b) an intact social structure of rural life, with certain 
people commanding general respect, those people being prepared 
to act as model farmers without remuneration; 

(c) a land tenure system which does not discourage production above 
subsistence level; and 
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(d) a loose system of credit supervision with satisfactory repayment 
rates enforced through firm and visible government credit 
discipline. 

2.32 It follows that a different approach will be necessary where the 
technical package itself is less than overwhelmingly superior to existing 
practice and where the initial requirements for raising productivity are more 
complex--for example, where the rural poor are stratified by access to land, 
farm type, skill level and occupation. This partly explains why there are 
few examples of this type of national program, despite its considerable 
advantage for countries with limited resources and massive rural poverty. 
Social and economic stratification in many South Asian countries, for example, 
would seem to preclude wide spread application of the minimum package approach. 

2.33 One Asian example of the minimum package approach, however, is 
furnished by a recent Bank seed improvement project for Korea, under which 
some 500,000 farmers are to be assisted with improved varieties of paddy, 
barley, wheat, soybeans, and potato to raise incomes by a modest but 
significant 10 percent over a five year period. The program also includes 
both provision for research to improve the quality of seeds and a system of 
seed distribution through the national cooperative organization to individual 
farmers. Credit and extension services, provided mainly through cooperative 
societies (to which 90 percent of Korean farmers belong), are already adequate. 
Project cost, at 1973 prices, works out to less than US$50 per family. 

2.34 Under adverse conditions, provision of minimum package facilities 
tends to result in relatively few direct beneficiaries among the rural poor. 
There may, however, be favorable indirect effects stemming from minimum package 
programs addressed to small farmers who are not themselves sufficiently poor 
to be classified among the target groups on the basis of low income. For 
example, as small farmers become more prosperous, there is a tendency for 
them to make more extensive use of hired labor - drawn from the poorest groups. 
Expanding demands fo' trading and transport services also tend to improve the 
market for hired labor. Clearly, projects for which such indirect effects on 
the rural poor are a major consideration also merit special attention, parti
cularly in otherwise unfavorable situations such as those where the poor have 
little or no direct access to land. 

(ii) The Comprehensive Approach 

(a) Coordinated National Prog 1ams 

2.35 While most schemes under this category are specifically designed for 
a particular area, some countries i1ave pursued concerted programs of rural 
development directed at a wide spectrum of the rural population. These have 
been characterized by careful definition of the needs and resources of the 
target population; detailed planning of preparation and implementation; phasing 
of multi-sectoral components; and extensive adjustments or complete restruc
turing of related institutions. Some of these programs, for example, those 
in Japan, Republic of China (Taiwan) and Korea, have met with notable success. 
In other countries, such as Pakistan and Mexico, the programs are as yet in 
an early stage. 
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2.26 The success of the Taiwan experience is reflected by the fact 
that during the period from 1950-1970, output from the agricultural sector 
grew at five percent per year. In addition the greatest increases were 
registered on the 890,000 farms with less than one hectare of cultivated land. 
These represent two-thirds of all farms and one-third of the cultivated area. 
The farm income of this group exceeded $300 in 1970. The Taiwanese experience 
is characterized by the rapid adoption of new technology by a large number of 
small farmers, with most of the increase coming from improved yields, derived 
from the use of improved inputs and the expansion of irrigation. 

2.37 It is generally agreed that this success would not have been achieved 
without the organization of farmers into associations. Farmers are organized 
into a federated three tiered system of multipurpose organizations. At the 
base are the small agricultural units made up of several families, who are 
collectively represented in the 328 Township Farmers' Associations. Above 
these there are 20 County Associations and the apex organizations. Although 
multipurpose, the farmers' associations have become an important source of 
institutional credit, and this appears to have been one of the major factors 
responsible for the acceleration of agricultural development. The organiza
tion of the farmers was accomplished under the aegis of an autonomous central 
development agency known as the Joint Commission on Rural Reconstruction (JCRR). 

2.38 In contrast to the Taiwan experience, the Mexican "Integrated Rural 
Development Program" (PIDER) is very new and thus has no spectacular achieve
ments to report. It is of particular interest, however, because of the 
detailed planning and institutional adjustments that have been made. The 
primary objective of the program is to provide resources and services in 
selected rural areas in order to increase permanent and temporary employment; 
raise rural living standards by introducing directly productive activities; 
and improve basic social infrastructure and production services. The criteria 
for selection of the regions chosen for the program are that each must be 
economically depressed, with potential for expansion of agricultural, mining, 
or industrial production; must have at least one growth point for development; 
and it must have fairly high levels of unemployment and underemployment. 
This program reflects Mexican endeavors to improve the planning and implemen
tation of systems for the distribution of investment and services. It also 
is indicative of efforts to decentralize budgeting and resource distribution 
at the state level, and to encourage local and state participation in the 
decision-making process. 

2.39 Finally, there is one other example of a national approach which 
on g'ounds of general importance merits separate and detailed discussion-
that of Mainland China. Application to other countries and regions is, 
however, a subject for considerable debate. The Chinese achievement itself 
is no longer in question. But it appears to have been based on broad accept
ance of community and nation-inspired developmental goals over individualist 
or personal goals. Perhaps better put, the individual in China appears to 
satisfy personal goals and ambitions through contribution to the development 
of the nation and community - almost a reversal of the situation in most 
countries. While elements of the Chinese experience may be transferable, or 
be capable of adaptation elsewhere, many nations may not be ready for the 
transformation of attitudes and values that adoption of the approach would 
appear to call for. 
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(b) Area Development Schemes 

2.40 An emphasis on area development is common in many countries, for 
agricultural as well as rural development projects. Basically, arguments 
in its favor stem from consideration of the often complex nature of the 
target group situation, which calls for specific programs locally prepared 
and thus tailored to local conditions. Technical considerations related to 
specific requirements for agricultural improvement also tend often to favor 
placing development schemes in an area framework. Even when the focus is on 
the promotion of a single product, the very nature of modern agriculture may 
require a large number of inputs to be put together by private or public 
effort: improved seed varieties or animal breeds, irrigation facilities, 
fertilizers and chemicals, energy and equipment, credit, extension, storage, 
marketing and transport services, and price incentives. One type of compre
hensive, limited area approach is illustrated by a variety of single product 
projects, such as the promotion of tea in Kenya, groundnuts or tobacco in 
Tanzania, cotton in Mali and Tanzania, coffee in Papua New Guinea, and oil 
palm in Malaysia. 

2.41 The special advantage of comprehensive area development projects, 
however, is the opportunity to focus directly on the needs of the rural poor 
through diversified crop and integrated farming systems. The development of 
these activities can then be linked with training and social services, and 
possibly, with rural works programs. A closer examination of some successful 
experiences suggests that area or regional rural development programs can 
encompass a great variety of objectives, organizational forms and possible 
responses. At one extreme, the primary objective of some of the most suc
cessful schemes is not so much to help the poor farmer or settler as to 
generate additional output for disposal in the marketplace. Thus, some 
schemes place a heavy emphasis on one or two major crops. They also provide 
services to growers in the form of a good technical package and credit and 
marketing arrangements, associated with relatively close control of farm 
operations and supervision of credit. Typically, such schemes operate through 
a well funded and staffed special authority outside the existing local civil 
service structure, often with little community or other direct local parti
cipation. Under such schemes arrangements may be made to mobilize resources 
for schools or medical facilities, and settlement may include provision of 
basic amenities, like water supplies. While the impact on productivity may 
be an important influence, these services are typically supplied in an ad 
hoc way, without much consideration for wider programs of development. ~he 
Gezira settlement scheme in the Sudan had many of these features. Begun in 
the 1920's, by 1970 it had accounted for nearly two million acres of irrigated 
land, directly benefiting 75,000 fa~m families. 

2.42 Settlement schemes have a number of special advantages. They provide 
an opportunity to break through modes of thought and action that are often 
problems in traditional, closely integrated and inward-looking rural commu
nities. They also afford an escape from communities where power is concen
trated in the hands of a few large landowners who are opposed to measures 
designed to reduce their special status and likely to erode the low cost labor 
situation. There may also be an opportunity to select well motivated settlers 
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and, especially where new crops are involved, the package of technical advice 
and services made available will carry greater weight and authority than 
otherwise. 

2.43 An example to be contrasted with Gezira, in terms of concern with 
conununity involvement and application in the very different circumstances of 
long established settlement, is provided by the Comilla projects (Bangladesh). 
This series of pilot schemes designed by the Pakistan Academy of Rural Develop
ment during the period 1958-71 demonstrated a potential for substantially 
raising within ten years the incomes of small farmers in a given but fairly 
large area. It has also provided models for improved local organization and 
administration (at modest cost and with a limited number of professional 
staff), including training systems. Large numbers of people, many of them 
at village level, were trained in cooperative organization, pump irrigation, 
taxation, conciliation court procedures, Muslim family law, and literacy. 
A rural public works program, growing out of Comilla, achieved an impressive 
record of road building and repair, canal excavation and construction of 
flood embankments, serving over 4.6 million acres of farmland. An irrigation 
program, adopted throughout the province in 1968, had by 1972-73 placed 
32,900 low-lift pumps and tubewells to irrigate on estimated 1 .3 million 
acres. The Academy was also responsible for establishing a village cooperative 
credit system, with emphasis on self-help through thrift among workers. 
Associated in part with the credit system and farmer extension services, 
fertilizer use quadrupled in the area mostly affected while incomes among 
village farmers more than doubled. Another important innovation was a 
system for coordinating the activities of the various government departments 
in a local development center (the Thana Center). 

2.44 The Cornilla project was fortunate in enjoying exceptionally inno
vative and imaginative local leadership. The successes achieved are parti
cularly impressive given the limited resources available, and an environment 
with many unfavorable factors. A distinctive feature was the careful phasing 
of program development, based both on pre-testing and use of experience gained 
under pilot or trial schemes and on the flexible evolution of program design 
as further knowledge and experience were gained. Any rural development program 
that emphasizes local participation and involvement in "bottom-up" programs 
probably must operate along lines similar to those pioneered at Comilla. 
While such schemes can be successful, the Camilla experience illustrates the 
critical importance of leadership and commitment to program goals. 

2.45 A model of another type is provided by the Puebla project, developed 
for a relatively homogenous area with some 50,000 small farmers in Mexico. 
The project, begun as recently as 1967, is much less authoritarian than 
Gezira, but much more technically agricultural in orientation than Comilla. 
The Puebla approach has stressed the provision of new technical packages for 
smallholder farmers based on local adaptive research, mostly for maize, with 
much of the initial work associated with identifying problems with soil, seed; 
disease, and cultivation practices, and training technicians to work in small 
farm development. The scheme also includes credit and marketing facilities. 
For participating farmers, the increase in maize yields (net of climatic 
effect) averaged 9.5 percent a year over the period 1968-72, raising farm 
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family incomes by approximately US$110. Total project cost over the six year 
period to 1974 was approximately US$1 million or US$135 per credit-receiving 
farmer. The Puebla project has not, however, been very successful in inte
gra ting its activities into the fabric of regular governmental services. 
Banks must still be prodded to lend to small farmers; and the Puebla research 
and extension functions are largely outside regular government channels. 
Organizations which articulate local farmers' opinions and concerns have not 
emerged and are therefore not tied into higher levels of the service system. 
Significantly, while the achievement is already considerable, only 25 percent 
of those in the maize growing area have responded to the project to date. 

2.46 A final example, which combines some of the features already 
discussed, is the Lilongwe Land Development Program (LLDP) begun in 1967 
in Malawi. It is the focal point in a large-scale area development approach 
to rural transformation. Presently covering an area of 1.15 million acres 
and with a population of 550,000, most of whom are small farmers, the program 
was organized as a special department of the Ministry of Agriculture. Access 
to the services and staff of other departments, including staff specially 
seconde<l to the program, has been a feature of LLDP. As a consequence, the 
program enjoys the high level of cooperation and coordination among depart
ments that should (but often not) flow from integration of activities in a 
national policy framework. The program has concerned itself with a wide 
variety of activities and functions, most notably with physical planning of 
sub-regional centers for markets and services; provision of regional infra
structure - roads, bridges, water supplies, health clinics, and service 
buildings; consolidation of land holdings; conununity organizations and village 
committees for local participation in decision-making and planning; and credit 
schemes - initially, unsecured loans to individuals, but with progressive 
adaptation to group credit systems based on shared responsibility for repay
ments. Considerable importance is also given to agricultural extension and 
to the training of extension workers. (The program has trained all its field 
staff.) Program targets were set in relation to a 13 year development period, 
and a full assessment is difficult to make at this stage. It is anticipated 
that by 1980 net farm income in the project areas will increase 25 percent in 
relation to the initial situation, accompanied by roughly doubled yields of 
maize, smaller increases for o ther crops, and improvements in animal husbandry . 

2.47 The Le~sons of Experience. There are perhaps three major potential 
dangers with such area development schemes: 

(a) as already mentioned, the schemes may concentrate a dis
proportionate share of resources in providing benefits to 
a group that is relatively small in relation to the overall 
size of the national rural target group; 

(b) the schemes tend to suffer from overly ambitious and complex 
program design, calling for exceptional leadership that cannot 
always be made available on a sustained basis; and 

(c) they may distort priorities in the allocation of resources 
among sectors. 
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2.48 Recognition of the need for quality staff and management in such 
schemes is often accommodated through the provision of foreign technical and 
financial assistance. Donor agencies have tended to favor provision of high 
density, high quality manpower (be it local or foreign), and often of new 
institutional arrangement, as a condition for launching such projects. But 
high powered management, with and often without foreign backing, is sometimes 
overly successful in appropriating a disproportionately large amount of 
available resources for "showpiece" or "enclave" projects. Technical feasi
bility and economic viability, together with weak central planning and control 
over resource allocation, may lead to the adoption of project objectives that 
are unnecessarily ambitious. Sometimes a doubling or tripling of income may 
be feasible and economically viable but not, in the light of overall country 
circumstances, an appropriate target. There is a need to look closely at 
schemes during the design stage to see whether a modest objective--perhaps 
an increase in incomes by 50 percent over a ten year period--might not enable 
significant economies to be made, particularly in the use of high level staff. 

2.49 In some cases, however, particularly irrigation/land improvement 
projects, the problem lies less with the objectives than with the failure to 
provide the needed reforms in the structure of land holdings. Thus, a project 
that results in a doubling of the carrying capacity of the land may be utilized 
to increase the density of settlement - so providing modest benefits to a 
wider group of participants. The combination of land reform and land improve
ment--potentially an attractive approach to rural development in conditions 
of land scarcity--needs to be more vigorously pursued. 

2.50 The comparative affluence in management and finance enjoyed under 
many of these projects during the implementation period often does not survive 
the transfer of functions to the local administrative system. First, the 
indigenous regional administrations may not have the capability to carry out 
the necessary policy and coordinating functions at the regional headquarters. 
This capability is critical in administering complex integrated programs when 
they involve activities of a number of departments and local governmental 
agencies, for instance, agriculture, transpo'tation and health. Second, 
institutions to handle the commercial aspects of the programs, such as agri
cultural credit and input and output marketing, either do not exist--since 
the programs have handled these functions--or do not yet have the adminis
trative capability to manage the activities on a large enough scale. Third, 
the local organizations and local administrative units developed under the 
programs may not correspond to the existing local governmental institutions, 
raising difficult questions related to maintenance and expansion of the 
various local services. 

2.51 These problems cannot be resolved quickly and so are not entirely 
avoidable if more rapid progress is to be made. Experimentation with decen
tralization and with the working of new administrative structures and proce
dures must begin somewhere. If the improvement of the system is to await 
its functioning everywhere, it may not improve anywhere within an acceptable 
period of time. In fact, a demonstration of the efficiency of new structures 
and procedures in a few pilot areas is often the only way to convince 

-
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traditionalists of the feasibility, as well as the need, of improving the 
general system. This being said, however, greater efforts must be made to 
design area development schemes on the basis of realistic assessments of 
the quality and number of the officials and technicians likely to be made 
available in the long term. This approach to area development should help 
to foster greater concern for training activities (the importance of which 
was dealt with in paragraphs 2.25 and 2.26), a particular weakness of programs 
that rely heavily on expatriate manpower.!/ 

2.52 Balancing Economic and Social Components. A special aspect of the 
resource allocation problem in multi-sectoral activities concerns the balance 
of outlays between sectors. As indicated in Chapter I, projects aimed at the 
rural poor are likely to contain a mix of elements - directly productive com
ponents as well as social services and amenities such as health, water supplies, 
basic education, and village electrification. In principle, these elements 
should conform to a logic that is internal to the project or program as a whole 
so that the components are mutually reinforcing or integrated. The principle, 
however, is more easily stated than observed, and in practice a good deal of 
judgment regarding inclusion of such items is called for. For one thing, the 
indirectly productive impact of such services as better health care and 
environmental sanitation are inherently difficult to measure, and the base of 
good research studies is lacking. Further, the fact that benefits from social 
services are intangible (or at any rate hard to measure or spread over long 
periods) sometimes leads to their being undervalued relative to those for 
which measurement is relatively straightforward. Traditional economic criteria 
tend in practice to favor those programs for which benefits are more assured 
or more tangible. 

2.53 There are three other general points worth making about the inclusion 
of social services and amenities in rural development programs. First, there 
is evidence that rural people rate selected social or amenity services-
particularly health and access to water--very highly indeed, sometimes above 
productive benefits, as a quick means of improving the quality of life. 
Participation fostered through community involvement in the design, construc
tion, and use of such facilities may be the first step in the acceptance of 
proposals for change relating to production techniques and methods. Second, 
the need to conform to the internal logic of a well-considered and carefully 
structured rural development program may result in the better design of such 
s e rvices than would be the case under a non-integrated or sector program. 
Sector programs often reflect inappropriate standards and result in elaborate 
and costly seryices, poorly structured in terms of the overall priority needs 
of rural communities. Third, it is worth recalling that the allocation of 
resources among sectors (as among regions) is likely to reflect a balance of 
considerations, and economic criteria may not necessarily be the most important. 
Concentration of resources in more productive areas may increase inter-regional 
inequality, particularly where migration from the less favored regions is not 

1/ A conclusion that applies to most of the project reviewed under ARDS. 
See Annex A. 
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feasible. A relatively strong emphasis on inter-regional balance and equity 
may be justified where the poorer regions contain a heavy concentration of 
the rural poor (for example, in Northeast Brazil) or for countries with access 
to an unusually generous flow of resources (like Algeria). 

(iii) Sector and Special Programs 

2.54 The types of activity described under this heading are usually 
organized on a nation-wide basis. They may or may not be tailored to meet 
the specific needs of the rural poor. In practical terms, it is usually 
impossible to confine the benefits to a particular class of beneficiaries, 
even were it desirable to do so. Thus, roads built under a works program 
are available for the benefit of all users. Schools and health facilities 
in rural areas can hardly turn away potential users on the grounds that they 
are too rich to qualify. The most important feature of these programs, 
however, is that they generally do not in themselves constitute a basis for 
self-sustaining general productivity and income increases. Rather, they are 
complementary to or components of programs with this objective. 

2.55 Rural Public Works.]_/ The special attraction of rural works schemes 
is that they are addressed directly to the needs of one major group among the 
rural poor--landless and near-landless labor--that it is otherwise difficult 
to help with direct assistance. In addition, a substantial proportion workers 
from farm families also find themselves idle or severely under-employed during 
the off-peak season in many farming situations. Thus, rural works may supply 
immediate benefits both to small farmers and to landless laborers through 
additional employment. In general, however, the indirect employment and income 
increases probably exceed the direct benefits to target groups. Sustained 
increases in employment must come primarily from the induced demand for labor 
in productive activities arising from the additional infrastructure created in 
public works programs, and most of the opportunity for such employment growth 
is in more intensive land cultivation. Such an increase in productive 
activity, however, requires complementary inputs and supportive policies and 
programs. The rate of induced employment generation may be quite sensitive 
to public policies, such as those related to farm mechanization or intensive 
cropping. There is also evidence that when investments are carefully selected 
and designed, and when implementation is properly supervised, such schemes 
result in the creation of useful assets in rural communities at low social 
opportunity costs. Programs may also Rreceive wide support if the assets 
created also benefit (and are seen to benefit) non-target groups in the local 
community. However, since the owners of assets, especially land, typically 
will obtain greater absolute benefits from the created infrastructure, espe
cially if land ownership is skewed, the public recovery of part of the land
owners' benefits should have high priority. The services of some created 
assets can be priced, but in other cases the only resort is to land and income 
taxes. 

1/ This section draws heavily on a draft report of the Bank-supported Harvard 
Study: "An International Comparative Study of the Performance of Employ
ment-Creating Public Works Programs." The study involved visits to 16 
countries and consideration of approximately 30 different schemes and 
programs. 
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2.56 Because of their obvious advantages rural works programs have been 
receiving increasing attention on the part of concerned governments. How
ever, in practice, experience with rural works programs has been mixed. An 
analysis of past and on-going rural public works projects indicates the 
following weaknesses: 

(a) poor project selection and design, leading to high cost 
investment and low efficiency in terms of income supplements 
for the needy, which in turn invites the criticism that 
alternative employment could be found more productively in 
other types of rural development; 

(b) difficulties in providing experienced supervision with the 
resulting danger that discipline deteriorates and the 
program takes on a "make-work" character; 

(c) the labor component of total cost being typically not as 
great as is often expected; 

(d) the tendency of some programs to extend into the peak periods 
of demand for agricultural labor and become year-round programs; 

(e) the problem that when self-help elements are involved, it is 
usually the really poor who must, in the main, provide their 
labor "free", i.e. do not receive any cash rewards and hence 
do not benefit directly; in general, experience points to the 
need to pay cash wages or provide food aid plus cash, equiva
lent to opportunity wages, for all labor employment; and 

(f) the temptation on the part of some governments to introduce 
public works programs as substitutes for more fundamental 
reforms and policies which encourage both production and 
employment. 

2.57 One general conclusion is that if public works are to be exploited 
in full, they need to be part of a larger employment and development strategy 
and used in coordination with other programs and activities. Basic decisions 
on issues such as target groups, wages, taxation, program location, and project 
type would then be made in conjunction with national or regional development 
planning. Public works activities should also be coordinated with specific 
development schemes. Public works, particularly because they are decentralized 
in implementation, provide an excellent opportunity to begin local level plan
ning but this potential remains in general unrealized. Works operations are 
particularly well-suited to (a) construction and maintenance of short feeder 
roads, involving relatively low design standards; and (b) the rehabilitation 
of minor irrigation and drainage works, particularly field works, canal 
relining, and the like. Somewhat more ambitious programs may involve con
struction of community buildings, simple health centers and schools. 
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2.58 Education and Training. 1/ A major share of public sector outlays, 
with impact on the rural poor as an important justification, relate to educa
tion. Here attention is focused on minimum learning needs for all members of 
the rural society. This basic education 2/ includes functional literacy and 
numeracy, knowledge and skills required for earning a living, operating a 
household (including family health, child care, nutrition and sanitation), 
and civic participation. Thus defined, basic education is the lowest connnon 
educational denominator necessary to achieve an acceptable rate and distri
bution of development. 

2.59 In many countries basic education can be partly contained within 
the primary school system, but, major constraints to its provision to the 
rural poor have been time and cost. There is, therefore, considerable interest 
in schemes for providing non-formal and more cost-effective education and 
training to adults and adolescents. Many of the scheme surveyed as a part of 
a recent Bank-sponsored study indicated typically small-scale operations 
promoted by a wide variety of different agencies and often not integrated 
into a national education system or development plan. 3/ The study drew 
particular attention to: 

l / 

2/ 

]_/ 

(a) the need for the horizontal integration of rural education 
programs both with other education activities and with other 
development activities in the same geographic area, and 
vertical integration with organizations and services at 
higher levels to provide support and backstopping services; 

(b) the need for the decentralization of planning and management so 
that education activities can be effectively adapted to local 
needs and conditions; and 

(c) the need for greater equity to avoid widening the socio-economic 
gaps in rural areas. Worthy of particular note is the neglect 
of training for women despite acknowledgement of the importance 
of roles in both decision-making and _farm work. 

Training is dealt with a paragraphs 2.24 to 2.26 above. See also the 
Education Sector Working Pa2er, op. cit. 

This has been defined as the threshold level of learning required for 
effective participation in productive life as well as in social and 
political processes. See "New Paths to Learning for Rural Children and 
Youth," op. cit. 

Attaching Rural Poverty: How Non-Formal Education Can Help, by P.H. Coombs 
with M. Ahmed. Prepared for the World Bank by the International Council 
for Educational Development and published by the Johns Hopkins University 
Press, 1974. 
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2.60 To meet the needs of rural development, primary education must be 
improved, particularly to reduce wastage, lower costs, and raise quality. 
Other possibilities invite further experimentation, including adjustments 
with regard to age of entering school, length of cycle, size of class, simpli
fication of curricula, use of mass media, and adaptation of indigenous learn
ing systems. A number of other actions might also be taken to spread basic 
education more effectively to the rural poor: 

(a) schooling should be integrated with employment and development; 
this may be through skill training of those who have left the 
schools, or by means of a program such as that of Botswana 
where practical skill training directly related to the 
creation of new self-employment opportunities is given in the 
schools; 

(b) rural education should be functional in serving specific 
target groups and in meeting identified needs; 

(c) rural education programs should be designed as part of a total 
education delivery system; they can themselves become the focus 
of coordinated action through the use of multipurpose centers to 
serve other activities such as cooperatives and health services; 
this is being done in Tanzania at both district and village · 
levels through the establishment of Rural Training Centers 
and Community Education Centers; 

(d) rural education projects should be integrated with other 
development activities and linked wherever possible to 
the provision of other appropriate inputs and services; 
this has been effectively demonstrated in a number of 
integrated rural development projects such as the Comilla 
project in Bangladesh and the PACCA project in Afghanistan; 
this may also be achieved through the design of functional 
literacy programs; and 

(e) the provision of basic education and training should be 
designed flexibly to make use of existing facilities and 
resources, and to use mobile units in order to remain 
replicable in terms of costs and management requirements. 

2.61 Credit. Credit schemes provide illustrations of the difficulties 
encountered with sectoral programs. The recent paper on Agricultural Credit 
draws attention to a number of conunon deficiencies and problems with respect 
to lending to small farmers. 1/ In particular, large farmers have been the 
main beneficiaries of institutional credit. Commonly, 60 to 80 percent of 
small farmers in a given country have virtually no access to institutional 
credit. Moreover, the available supply of credit to all farmers is heavily 

1/ Agricultural Credit,~· cit. 
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skewed in favor of short term credit, and this skewness is even more pro
nounced in the distribution of whatever credit is available for small farmers. 
Although not always essential, conditions under which credit is needed and 
can be used effectively are characterized by: 

(a) clear opportunities ~or economic gain from adoption of new 
production technology or other improvements; 

(b) widespread recognition and acceptance of such opportunities 
on the part of the farmer·, along with access · to training in the 
necessary skills; and 

(c) delivery systems which provide ready and timely availability 
of inputs required, and market outlets for farm production. 

2.62 For small farmers, it is essential to provide a comprehensive 
package if the potential for increased productivity is to be translated into 
commercial reality. There appears to be scope for .the use of institutional 
credit to replace or augment credit from traditional sources in order to 
alleviate monopoly situations which cause excessively high interest rates; 
to overcome inelasticities in the supply of credit which become apparent 
when new opportunities emerge; to ease the seasonal financial problems of 
rural households; and, most importantly, to encourage small subsistence 
farmers to raise their output and enter the connnercial sector. Furthermore, 
land reform, if pursued widely, could sharply increase the credit needs of 
former tenants previously supplied by landlords. In this general context 
several recent experiments warrant further examination, including the "pass
book" scheme in Pakistan, the Cooperative Production Credit Scheme in Kenya, 
and the Masagana 99 program in the Philippines. 

2.63 Other Sector Programs. Other specific sector programs--for example 
those concerned with provision of feeder roads, village electrification, water 
supplies, health facilities and the promotion of rural industry--may also be 
important means of conveying benefits to the rural poor. The major issues 
involved with these have been covered earlier - namely, the need to integrate 
such programs with both programs of rural development and particular projects, 
and the problem of appropriate design standards, suited to rural conditons. 
The latter is a serious problem for a number of these services and, in some 
cases pending further technical development, extension of facilities to 
villages will remain prohibitively expensive. One reason for neglect of the 
small-scale system suitable for the rural areas is the convenience and lower 
unit cost of preparing and appraising project feasibility for larger scale 
undertakings better suited to the urban environment or, in the case of trans
port, for inter-urban connections. Here too, however, recent research indicates 
some promising new approaches calculated to reduce these difficulties in the 
future. 
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2.64 The promotion of rural industry in the context of rural development 
merits special attention. In many countries, existing village crafts are 
in the process of rapidly disappearing, while modernization of agriculture 
creates a demand for new inputs and consumer goods which largely could be pro
duced locally. If these two trends can be combined, through relevant planning 
and support measures, the outcome might be local modernized industrial struc
tures geared to serving rural areas and with linkages to national industry 
as well. Such rural industry could provide employment, increase incomes, 
slow rural-urban migration, increase the supply of goods and services to 
farmers at lower costs, and generally stimulate further rural and regional 
development. 

2.65 Development of rural industry at an early stage of agricultural 
development may, in the lonj run, permit a more rational spatial distribution 
of industrial and economic activity than might otherwise occur. Much of 
rural industry is likely to be located in market towns, which are generally 
a more desirable form of urbanization than the expansion of already very 
large urban centers. Modernization of agriculture creates a demand which has 
great potential for pulling certain categories of industry into rural towns. 
These industries are, in general small, and their interaction with medium 
and large enterprises is, in the long run, essential. Consequently, some 
urban-based industry can be decentralized, with little or no economic sacri
fice, in order to achieve better interaction and more balanced distribution 
of industrial activity. At the same time, with an industrial base to provide 
for continuing expansion and development, such regional centers can serve to 
attract and retain professional and technical skills that otherwise most often 
concentrate in the major cities. 

2.66 As well as the linkages with agriculture itself, there are other 
important cross-sectoral requirements for rural industry. Thus, at some 
stage it is essential for the villages to have access to electricity for 
productive purposes. It is equally essential to develop a capacity to design 
and manufacture simple producer goods appropriate for small scale village 
industry. There is often still a large reservoir of potential skills--tech
nical and entrepreneurial--in the rural areas. Without special efforts, 
however, to upgrade these skills, to improve tools, to diversify production, 
to open up markets, and change the outlook of the rural artisans, this important 
asset of the rural conununities threatens to disappear. In many circumstances, 
the mechanization of agriculture requires small pwnps and motors (up to 20 to 
25 horsepower), tractor drivers, tubewell operators, tractor and small motor 
mechanics, and people skilled in the servicing and repair of mechanical equip
ment. Rural homes need basic furniture and improved kitchen utensils . These 
and a variety of other requirements are either not fulfilled or are met from 
the cities. It would seem natural to upgrade the skills and organization of 
village blacksmiths, carpenters, shoemakers, weavers, and potters, so that 
they could assume new manufacturing and service roles in modernizing rural 
communities. This kind of support should be part of an integrated plan to 
modernize and develop rural connnunities. 
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2.67 Thus, in the same way that extension services are considered essen-
tial for introduction of new technology and development of agriculture, indus
trial extension should also be seen as a necessary element in develc;,ping rural 
industry. Essential characteristics of such an industrial extension service 
are mobility and relevance to rural industries in meeting actual local demands. 
An important aspect of any such program must be the development and support 
of the existing industrial structure in order to capitalize on the base of 
technical and entrepreneurial skills in the informal sector which today exists 
in villages, market towns, and urban centers. Development of rural industries 
requires a nationally supported program to provide inputs like credit, raw 
materials and equipment, electricity, training for technical and managerial 
skills, research-development-engineering efforts, etc. Provision of such a 
pa ckage is, in principle, facilitated by linking efforts with a rural develop
ment program. Indeed, the general lack of rural development planning cannot 
be more clearly illustrated than by the weakness of current efforts tQ promote 
rural industry. 

(iv) Conclusions 

2 . 68 The variety of programs and approaches that have been examined 
confirms that no single package or fsrmula is likely to be either necessary 
or sufficient to ensure effective rural development. On the contrary, it is 
evident that the activity mix most likely to work is best characterized as 
the one that is designed and tailored to .fit a particular and probably unique 
set of conditions and country circumstances. A number of other general con
clusions are listed below in sunnnary form. 

2.69 The experience of rural development programs and projects appears 
to confirm: 

(a) that it is possible to reach large numbers of the rural poor at 
moderate cost, with reasonable expectations of acceptable economic 
returns; 

(b) that the achievement of this result involves political conunitment 
to a strategy for rural development and to the general policies 
necessary to support such a strategy; 

(c) that low cost delivery systems for supplying inputs on credit 
terms, for providing extension and marketing services, and for 
organizing communal activities are of crucial importance in 
reaching large numbers of the rural poor; greater use of 
special financial intermediaries, cooperatives, community 
groups and farmers' associations should be explored; 

(d) the importance of balancing overall, central control with 
decentralized regional and project planning; rural develop
ment projects require a degree of flexibility in design and 
in responding to the lessons of experience, but flexibility 
must be within the limits of national or regional minimum 
standards and maximum costs; 
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(e) that greater efforts should be made to integrate project 
management into existing and, if necessary, reformed central 
and local government organizations and procedures; 

(f) the importance of involving the rural poor in the planning 
and implementation of rural development programs; 

(g) the need for increased training at the local level, particularly 
for development managers, regional and project planners, coopera
tive staff, and extension agents; 

(h) the importance of making equitable and adequate provision 
for the recovery of costs in order to provide funds for 
additional rural development projects in other areas; 

(i) the need to build simple monitoring systems into project 
management control structures; 

(j) the importance of devising technical -packages appropriate 
to the requirements of small farmers, based on adaptive, 
national research; and 

(k) the need to improve knowledge of national resources and 
provide an improved flow of disaggregated information, as 
a basis for realistic national, regional, and rural 
project planning. 

(1) that although increases in output can be achieved using 
existing technology. increases in productivity will require 
new technology Suitable for use by small farmers. 
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III. THE BANK'S PROGRAM FOR RURAL DEVELOPMENT 

A. Past Trends 

3.1 The major thrust of Bank activities in rural areas has been in 
lending for agricultural development. The Bank is now the largest single 
external source of funds for direct investment for agricultural development 
in the developing countries. This is the consequence of a purposeful shift 
of emphasis in Bank policy over the past decade. It reflects, first, a 
change in the Bank's perception of development and its underlying processes 
and, second~ an awareness of the growing pressures on the agriculture and 
rural sectors in developing countries. In an operational context these 
shifts have been characterized by changes in the pattern of lending, in
cluding changes in its sectoral distribution, by a widening and deepening 
of the lending programs, and by the emergence of "new style" projects. 

(i) Changing Lending Patterns 

3.2 Sectoral Changes. In the early years of Bank operations the 
emphasis was on non-agricultural development. Between FY48 and FY60 only 
17 percent of total Bank projects and six percent of total Bank investment 
was for agriculture. In the ensuing years it became apparent that greater 
agricultural output was not only a necessary condition for the expansion of 
most economies, but was perhaps the only way to achieve growth in many areas. 
There was a corresponding increase in the share of lending for agriculture. 
(See Figure 1.) This share increased further following the creation of IDA, 
with the increase in lending to the poorest countries, many of which were 
heavily dependent on agriculture. As a result, lending for agriculture rose 
from 12 percent of all lending in FY61-65 to as much as 24 percent in FY73-74. 
(See Table 9.) 

3.3 Widening of Lending. In the early years of Bank operations the 
emphasis was on the transfer of capital and the development of capital
intensive projects, notably in irrigation. From FY47 to FY70, 48 percent of 
total Bank investment in agriculture was in irrigation. Between 1961 and 
1965 the irrigation proportion rose to 79 percent. Since then, although 
investment in irrigation has increased absolutely, the proportion has fallen 
to about 30 percent in the years since FY70. (See Table 13.) The Bank will 
continue to invest in irrigation. However, the growing appreciation that 
agricultural development involves a whole complex of interdependent components 
has led to a substantial widening of patterns of lending for agriculture-
including investments to ensure that irrigation water is used effectively at 
the farm level. By the mid-1960's the Bank was financing a wider range of 
activities--agricultural and livestock credit, storage, marketing, processing, 
fisheries, and forestry development. Much more emphasis was given to t he 
promotion of technological change at the farm level through the financing of 
programs to enable farmers to acquire improved seed, fertilizers, and equip
ment. The Bank has also recognized the importance of agricultural research 
in supporting both individual projects and international research institutions. 
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In addition, individual projects are becoming more comprehensive and now 
include not only several agricultural elements but also non-agricultural 
components such as rural roads, health, .training, and water supply. 

3.4 Deepening of Lending. In recent years the Bank has responded to 
an increasing awareness that agricultural growth does not necessarily 
diminish rural poverty. As a result the Bank has been attempting to "deepen" 
its lending in the rural sector as part of a program intended to aid lower 
income producers to become more productive. To this end, the poorer countries 
have been receiving a greater proportion of Bank funds, and project effort 
has increased the probability that more lower income groups are being reached. 
Between FY54-68 US$138.8 million, or 22.5 percent of lending for agriculture, 
was for countries with per capita GNP lower than US$150; during FY69-74 this 
rose to US$1,356 million, or 38.2 percent of the total lending for agri
culture. (See Table 14.) Second, there is some correlation between size of 
holding and income. Between FY68-72 the percentage of agricultural projects 
wherein the participating farmers owned under five hectares rose from 17 
percent to 67 percent. This further indicates that Bank lending is increas
ingly directed toward lower income members of the community. Finally, there 
has been an increase in lending for projects that are directly focused in 
some respect on providing benefits to the rural poor. (See Table 15.) The 
number of such projects increased from five in FY68 to 28 in FY74, involving 
an increase of lending from nearly US$29 million to almost US$438 million. 
From approximately 16 percent of all lending for agriculture and rural 
development in FY68, these projects accounted for close to 45 percent of a 
much larger total in FY74. 'J:./ 

(ii) The Emergence of "New Style" ·Projects 

3.5 The changes in emphasis that have taken place over time and the 
focus on reduction of poverty has necessitated the introduction of what 
might be termed "new style" projects. These have been designed to encompass 
some, though not all, of what appear to be the ideal characteristics for 
rural development described in Chapter II. The main elements of these 
projects are: 

(a) that they are designed to benefit large numbers of the rural 
poor, while earning an economic rate of return at least equal 
to the opportunity cost of capital; 

A word of caution is in order regarding these figures. Until recently 
a large number of projects did not describe the beneficiary group with 
any detail, and an attempt to determine the intentions of the project at 
several years distance from time of preparation is difficult. The large 
increase in FY74 relative to earlier years owes something to better 
definition of project objectives, although in our judgment, the under
lying change is still a considerable one. 

• I 
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(b) that they are comprehensive in their approach to small scale 
agriculture and provide for a balance between directly 
productive and other components (where inclusion of the 
latter is appropriate); and 

(c) that they have a low enough cost per beneficiary so that they 
could be extended to other areas, given the availability of 
additional resources. 

3.6 The "new style" projects have included a variety of approaches 
designed to fulfill these goals. Such projects are intended to reach large 
numbers through area development, settlement, irrigation, and land improve
ment schemes. Most of the projects have an agricultural base and involve 
technological change--frequently the introduction of water, credit, improved 
seed, and fertilizer. Many of the projects also include some diversification 
in agricultural production. The area projects also often have some social 
components--health services, basic education, and water supplies. Whenever 
possible, cost per beneficiary has been held down through evolving low cost 
delivery systems and working through intermediaries that can absorb some of 
the overhead costs--notably farmers' associations, cooperatives, and other 
groups. Much remains to be done in this regard. 

3.7 The expansion of new style projects has led to a substantial change 
in the nature of lending for agriculture. An analysis of the appraisal 
reports for 56 agricultural loans approved in FY74 shows that: 

(a) out of 38 projects for which information is available t here 
are an expected 11.8 million beneficiaries; this does not 
include estimates of beneficiaries who are not farm operators , 
such as farm laborers and others whose incomes might have 
risen because of a project; 

(b) the average income per beneficiary before projects was US$69; 
the range of beneficiaries' incomes was from US$22 to US$1,460; 

(c) the projects taken as a whole, which involve a total invest
ment of US$2 billion, are expected to lead to an average in
crease in income of 7.3 percent per annum over the developmen t 
period (an average of eight years); and 

(d) the average cost per beneficiary is US$160 per capita; but 
five projects accounted for eight million of the 12 million 
beneficiaries at a cost per beneficiary of only US$17 per 
capita. (The increase in income expected from these five 
projects is, however, also much lower than the average increase 
for the projects taken as a group.) 

3.8 Thus, the change in the Bank's philosophy on agricultural develop-
ment over the years is reflected in the pattern of lending for agriculture. 
This . change can be summarized as follows: 
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(a) the share of agriculture in total lending has, over the years, 
increased considerably, and within agriculture poverty
oriented projects now have a larger share; 

{b) the share of the poor countries in lending for both agricul
ture and poverty-oriented projects has increased significantly; 

(c) the number of people benefitting from the Bank operations in 
agriculture is increasing; and 

(d) based on information extracted from appraisal reports, the 
incomes of the beneficiaries, including many rural poor, are 
estimated to increase at a rate above that (five percent) 
suggested in the Nairobi declaration. But it must be remem
bered that this increase is for Bank financed projects and 
that the share of Bank Group financed projects in total in
vestment in agriculture and rural development in developing 
countries is relatively small. 

B. The Way Ahead 

3.9 The extent to which direct programs can be mounted to improve the 
lot of the rural poor in general, and "new style" projects pursued in partic
ular, will be determined by: 

(a) the extent to which the twin goals of equity and output 
maximization can be reconciled; and 

(b) the extent of the resources available in relation to the 
magnitude of the problem. 

3.10 Aspects of each of these are analyzed in turn. 

(i) Reconciling Goals 

3.11 An important consideration for the Bank and member governments is 
whether greater emphasis on rural development will divert resources away 
from food production. The possibility of such diversion arises for various 
reasons. 

(a) Heavy investment in projects for those with the lowest incomes 
could lead to a concentration of effort on a group which 
commands a small proportion of the basic resource for food 
production--the land. If the poor smallholders are considered 
to control less than two hectares of land per family, then 
collectively they would control only about 16 percent of the 
arable land in a sample of 52 developing countries. 
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(b) A second consideration is that it is more costly to provide 
services to large numbers of small farmers than t .o a smaller 
number of large farmers. Bank experience indicates that the 
costs of providing credit to small farmers can run 14 percent
age points or more above those for large farmers. Similarly , 
large numbers of small farmers need more extension workers, 
and so there may be a diversion of scarce resources away from 
larger producers in addition to incurring a higher cost to 
expand these services. On the other hand, small farmers are 
often more efficient, i11 terms of on-farm resource use, than 
are large farmers. 

3.12 Rural development does not necessarily imply a diversion of re
sources away from food production. Host of the rural poor are engaged in 
agricultural production so that steps taken to aid them to become more 
productive will add to agricultural output. I~deed, in many countries the 
distribution of land and income is such that raising the agricultural output 
of the low income groups in the rural sector is the only way in which it is 
possible to increase both production and consumption of food in these areas. 
This applies also to the landless where public works can lead to the creation 
of productive facilities and to the generation of income to purchase food. 
Nevertheless, even where changes can be made very rapidly, the total increase 
in food production of the lowest income groups may not be adequate because of 
the narrow land base controled by these groups. In the meantime food produc
tion is of high priority--not least for the ru~al and urban poor whose needs 
are the greatest. 

3.13 Bank policy recognizes the twin goals of increasing food production 
and the alleviation of poverty in the rural areas. Bank policy is to aid 
all agricultural producers but to emphasize deepentng of lending--assisting 
small scale farmers, including the low income target groups. Large scale 
farmers are to be aided directly only when increases in their production 
can be demonstrated to be necessary to increase food supplies and contribute 
to the balance of payments, and where these increases have a beneficial 
impact on government revenues. Emphasis on small farmers includes not only 
those in the target groups, but also those with up to five hectares--who 
collectively account for 40 percent of the land under cultivation in develop
ing countries. In this way a Bank policy of assisting agriculturai develop
ment, with emphasis on smaller farms and rural development to help the rural 
poor, will contribute both to raising food output and alleviating poverty. 

(ii) Resource Requirements 

3 .14 The Nairobi Speech set the ambitious target of raising th~ annual 
rate of growth of output of small farmers to five percent by 1985 .!/. 
Achieving such a target requires that demand increase sufficiently (through 

!/ As defined in Chapter I, the target income group has been changed from 
the acreage basis in the Nairobi Speech to an absolute and relative 
income basis. However, the five percent target rate of growth and the 
analysis which follows refer to all small scale farmers and not just the 
target income groups. 
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both export opportunities and growth in the consuming sectors of the economy) 
to maintain producer prices; that institutional and organizational constraints 
be removed or lessened in effect; and that resources be mobilized to assist 
small farmers. Country experience, as discussed in Chapter II, and the Bank's 
own experience in implementing projects, confirm that, in many instances, 
finance alone is not the limiting factor in bringing about a sustained in
crease in output among small scale producers; frequently technological, 
organizational, procedural and manpower factors limit the effective use of 
additional investment. Nonetheless, it is possible to give some approximate 
indication of the order of magnitude of investment needs. 

3.15 Estimates of investment needs were obtained through two different 
approaches yielding broadly similar results. The first drew directly upon 
Bank experience and extrapolated from it. The second was based on con
struction of a simple model to permit some analysis of the sensitivity of 
the results to crucial parameters and policies. 

3.16 As is shown in Table 12, there was a subset of 25 agricultural 
projects (single and multi-sector) approved in FY74, of which at least 50 
percent of the direct beneficiaries are likely to be poor farm families. 
Including those outside the target group, these projects are expected to 
benefit farm families accounting for some 11 million people. With total 
project costs of almost US$900 million, average project cost is under US$80 
per capita. (A substantial number of those outside the target group, 
measured on the basis of the poverty standards described in Chapter I, would 
nevertheless be small farmers, as these are described in the President's 
Nairobi Speech.) As a result of the projects, net output per farm family 
is projected to increase by more than five percent per annum over an eight 
year development period, beginning from a level of annual income that 
averages approximately US$60 per capita . There i s no reason to suppose that 
income growth would be proportionately different for the target and non
target groups. On this basis, given enough similar projects and a program 
for effecting them, the implied global cost of helping a total of rural poor 
projected at 700 million by the end of the 1970s, would be a little over 
US$100 billion.'};/ 

3.17 The parameters of the model include the capital/output ratio, the 
depreciation rate of capital, the population growth rate of small farm house
holds, the time-lag before investment becomes productive, and the share of 
the benefits from investment which accrue to small farmers. The accumulated 
capital cost by 1985 obtained from the model was approximately US$70 billion, 
somewhat less than the figure resulting from the first approach above, 
although of a similar order of magnitude. The main reason for the difference 
is that the model's calculations were based upon bringing the growth rate up 
to five percent gradually over the period, in contrast to achieving that rate 
more rapidly as implied in Bank project experience. To maintain the rate of 
growth beyond 1985 ,however, annual investment expenditures of approximately 
US$20 billion would be needed. 

]:_/ This implies an average capital/output ratio of approximately 3:1, which 
appears reasonable. 
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3.18 The estimates above are, however, subject to a substantial margin 
of error because: 

(a) the mix of investment opportunities during the next decade 
could vary significantly from that in 1974 (though a provi
sional analysis of Bank projects in FY75 · indicates a pattern 
similar to 1974); 

(b) indirect beneficiaries, such as landless laborers~ are not 
included in the project appraisal estimates; 

(c) better project design could reduce costs and increase 
benefits; 

(d) greater government commitment, more appropriate government 
policies, and better rural, regional, and project planning 
could also result in significant economies and higher benefits; 

(e) the cost estimates do not necessarily include all those costs 
which are external to the projects but essential for broader 
programs of rural development; and 

(f) because output may increase faster in future than consumer 
demand, farm-gate prices may decline and hence the net benefits 
may be lower. 

3.19 The model yielded two other important insights: (a) sensitivity of 
the total cost of such programs to variations in the share of benefits 
accruing to the target group is ~onsiderable; and (b) the cumulative invest
ment cost would be lower for a lower rate of growth of population among the 
target groups. For example, both a population growth rate of one percent per 
annum with an annual per capita production increase of four percent, and 
population growth at three percent per annum with a per capita production 
increase of two percent, imply an overall production growth rate of five 
percent. Use of the model indicated that the cumulative investment cost 
would be US$5 billion lower in the first of these cases, that is, for the 
lower rate of growth of population. This result is strongly suggestive. A 
lower rate of growth of population is associated with lower costs of achieving 
a target production increase; it directly allows a higher rate of growth of 
production per capita; and the effect provides the possibility of a self
sustaining process to the extent that the higher growth rates of per capita 
production provide the preconditions for a lower birth rate. 

3.20 On some counts, US$l00 billion would seem a remarkably modest total 
cost for providing the impetus toward sustainable increases in productivity 
and real income for the rural poor. Thus, estimates!/ of income, savings, 
and investments in the deveioping countries, including the oil and· mineral 
rich nations, indicate that total investment in developing countries in 1974 

:!,/ These were based on World Economic IndicatoJ;"s, .sec.M74-665, IBRD; _September 
24, 1974. 
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would be approximately US$170 billion. Allowing for phasing over, say, a 
ten year period, US$10 billion per annum for rural development would account 
for only six percent of this total. But, for the low income developing 
countries (those with per capita incomes below US$200 at 1967/69 prices), 
the picture is very different. Among this group of countries, in ~stment 
in 1974 would be of the order of US$25 billion. For this group the invest
ment requirements for rural development are large relative to the availa
bility of resources, since these countries account for more than 60 percent 
of the rural poor. The regional breakdown is shown in Table 14. 

(iii) The Lending Program 

3.21 There are many demands on the Bank's resources and many constraints 
on lending for agricultural and rural development. Nonetheless the compelling 
financial and human needs of the rural sector justify an ambitious five yea~ 
target. Under the Bank's lending program for FY69-73, US$3.4 billion was 
allocated to agricultural development, some 20 percent of total lending over 
this period. The preliminary FY74-78 program allocates 26 percent of total 
lending to agricultural development, i.e., US$6.5 billion (at constant FY74 
prices). Dropping FY74 and adding FY79 would increase this figure to 
approximately US$7.2 billion for the five year period FY75-79. Based on 
past experience of cost sharing, _ this would involve a total investment of 
approximately US$15 billion in the rural sectors of the developing countries. 

3.22 Assuming a program of US$7.2 billion for agricultural and rural 
development, the question then becomes one of the allocation of resources 
within the rural sector. The past trends in lending, and more particularly 
the experience in FY74, indicat that it is possible to design "new-style" 
projects that can fulfill many of the desired objectives of Bank policy. 
Close to half of the loans in FY74 are "new style" and indications are thctt 
a high proportion of all projects in FY75 will be also. While there is 
limited information on the projects in the latter part of the five year 
period, there is every reason to anticipate that a high proportion of "new 
style" projects can be maintained during FY76-79. 

3.23 It is recommended that the Bank aim to double the FY74 level of 
lending for rural development during the period FY75 to FY79. This would 
imply a total Bank Group investment rising from US$0.5 billion in FY75 to 
US$1.0 billion in FY79, at 1974 prices. Taken over the five year period, 
this would represent one-half of the Bank's total projected lending for 
agricultural and rutal development. Allowing for local contributions and 
other funds, the proposed lending program would support a total annual invest
ment program of approximately US$2 billion by FY79. This is some 20 percent 
of the rough estimate of the annual requirement for financing the target 
income increase of five percent per annum for the rural poor discussed in para
graphs 3.16-3.19 above. The proposed lending program would test the absorptive 
capacity of many developing countries, especially the poorest countries most 
in need of external resources. Substantial new efforts to mobilize local 
resources would be needed, together with organizational changes to utilize 
existing resources more effectively as discussed in Chapter II. The role of 
the Bank in bringing about such changes is discussed in the next section. 
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In some countries, however, to effect such changes will require a greater 
degree of political and social conunitment to the general objectives of rural 
development than has been the case up to the present. 

3.24 An analysis of the projected lending program for agriculture (based 
on the aggregate of the country lending program projections) shows some 
differences between the regional distribution of lending and the regional 
distribution of the rural poor. In particular, the concentration of rural 
poor in the South Asia region considerably exceeds the share of this region 
in total projected Bank lending for agriculture. If the proposed program 
of lending for rural development were distributed among regions according to 
the regional concentrations of rural poverty, four of six regions would need 
to devote 50 percent or less of their agricultural lending to rural develop 
ment. In one other region, .East Asia and Pacific, the share of rural develop
ment would be 54 percent of agricultural lending. For the South Asia regi on, 
however, the requirement for rural development lending would exceed the 
present prospective regional total of lending for agriculture by 21 percent . 
The South Asia r~gion, moreover, accounts for 75 percent of the 360 million 
rural poor that are from the resource poor, low income group of countries . 
Table 15 shows · the details of these calculations. 

3.25 The South Asian problem is quantitatively by far the most severe 
and, in view of the poverty of the countries involved, probably the most 
intractible. Most other regions, in the light of their past experience, 
should be able to achieve a regional lending target for rural development 
projects based on the regional distribution of rural poverty. In some 
regions, it may be possible to increase lending for rural development beyond 
these levels, particularly where political commitment and national objectives 
are especially favorable. It is also likely that rural development projects 
will play a considerably greater role in South Asia than in the past. For one 
thing, the previous emphasis on agricultural credit operations (which accounted 
for more than 50 percent of all agricultural lending for South Asia in the 
FY69-73 period), which were not primarily oriented toward target groups of 
rural poor, was greatly reduced in the FY74 program, and the reduced emphasis 
is confirmed by estimated totals of agricultural len~ing Bank-wide by type of 
project as projected for the FY75-79 period. In particular, as compared 
with FY69-73, the FY75-79 share of area development projects (which include 
area-based rural development projects) increases from six percent to 30 per 
cent, the increase being matched by declines in the relative importance of 
credit operations, irrigation projects, and livestock projects. 

3.26 Should add tional resources become available, the claims of the 
agricultural sector in general, but especially the need for additional 
resources for agriculture and rural development in South Asia, seem 
persuasive. Some adjustment to increase lending for rural development in 
South Asia above the levels implied by the current lending projections in 
the region should be contemplated. Questions concerning the technical and 
other assistance conducive to this goal which the Bank can supply, together 
with internal staffing implications, are taken up in the final section of 
this Chapter. 
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3.27 The proposed program is unlikely to be attaine~ without continuing 
major efforts on the part of the Bank staff to support and further develop 
innovative approaches to project design and implementation. It is dif
ficult to foresee the forms these innovations might take, but a number of 
the kinds of changes that will be needed are already embodied in recent 
projects. Many of these might be suitable for application on a wider scale. 
For example, the recent IDA credit to Upper Volta for agricultural develop
ment established a Rural Development Fund. Its purpose was, in part, to 
deal with the uncertainties of government finance, particularly after the 
termination of the project implementation period, and to mobilize additional 
local resources. A model for capitalizing effectively on the benefits of new 
agricultural research is provided by the recent Korea Seeds oroject which 
finances the establishment of a modern seeds industry in that country, in
cluding the capacity to undertake continuing research into a range of crops. 
The result should be broad based income increases for a large group of 
farmers at very low cost. This is an example of a national minimum package 
program. Also in Asia, the Keratong Land Settlement project in Malaysia 
includes the financing of project towns in the settlement area and thus 
provides an example of a linked or integrated approach to rural development 
that includes recognition of the impact on regional urban settlement. In 
this project there is a positive attempt to provide for the conditions and 
facilities calculated as necessary to attract skilled persons away from the 
largest cities and to reduce the migration of the unskilled, partly educated 
rural youth toward the same cities. In East Africa, the Kigoma project in 
Western Tanzania is an example of the use of a regional government authority 
for project management. The broad range of skills and expertise thus avail
able enables a wide range of services to be financed under the cover of a 
regional development plan of operations, in which the project is itself the 
core part. This project is also providing finance for the preparation of 
other rural development prog·rams in the context of improved regional and 
rural planning. 

3.28 Another feature of growing significance is the support for ongoing 
domestic programs of rural development, where there is sufficient experience 
or commitment on the part of government, and scope for design improvement 
and increased program effectiveness. One example would be the Mauritius 
Rural Development project supporting the rural works program there. There 
are a number of others at late stages of preparation and appraisal: a project 
supporting Government's drought-prone areas programs for India; support for 
the Mexican (;overnment's PIDER program of rural development; and provision of 
services and facilities for improved training of local officials in program 
formulation and implementation relating to the INPRES program of rural works 
in Indonesia. Many of these are nation-wide programs, or have the potential 
to become nation-wide programs. There will be increasing importance attached 
to support of a range of project activities under the umbrella of an overall 
strategy or rural development plan. A series of projects relating to Nigeria 
presently being prepared for Board consideration provides one example of 
this approach. The size of the Mexican PIDER program referred to above implies 
that it is, in effect, a series of projects that can be packaged as one, 
because of the common philosophy and set of objectives to which they relate. 
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3.29 It is likely that the proposed program will also require greater 
efforts to prepare multi-sectoral, integrated programs, involving not only a 
mix of directly productive and social elements, but also a greater range of 
productive components than is now the case. In particular, it is highly 
desirable in some areas to prepare integrated rural industry projects, i n
volving as possible ·components rural electrification, training, and credit 
as well as agricultural elements. Such efforts might fit particularly well 
into the later phases of the multi-stage type of project activity that will 
be called for in the more sophisticated environment. There will also have 
to be a greater emphasis on helping the landless through industrial and 
training types of projects, as well as single or multi-sector efforts 
focused on training and education more particularly designed for r ural people . 
Multi-sectoral integrated approaches are especially suitable for provis ion 
of rural health, family planning, and other social services. For examp l e, 
the Bank will introduce selected elements of reformed health services into 
rural development projects and will link control operations for specif ic 
diseases (such as river blindness and sleeping sickness) with rural develop
ment programs. 

3.30 In addition to innovation and experiments wi th new approache s , how-
ever, there is a continuing need for the weight of Bank experience in more 
conventional types of activities to be brought to bear on the concen trations 
of rural poverty--through schemes of general land improvement, irrigat i on , . 
clearance for settlement or drainage, credit programs, and programs addressed 
to the needs of more specialized groups such as fishermen and herdsmen. 
Support for such activities will be further extended into the mos t cha l l eng
ing and difficult agro-ecological areas, such as those of the Sahel and the 
c ountainous areas of Latin America. This will involve more national research 
and pilot testing of technology and special institutional arrangements in 
particular target areas. According to country needs and circumstances, there
fore, in the· terminology of Chapter II, there will continue to be a mix of 
minimum package, area development, national comprehensive, and public works 
programs in the rural areas. 

3.31 Two rather different points relevant to the proposed lending program 
for rural development might usefully be made in conclusion. First, recal l ing 
the conclusions in Chapter II, the difficulties and uncertainties of the r ural 
development process have been stressed. If the past provi des any guide in 
this area, it surely suggests that innovation and experimentation, ne ce ssary 
though these clearly are, will almost certainly be accompanied by some fai l ure 
as well as, hopefully, by a considerable measure of success . A great many of 
the "new style" projects, and the innovative ideas they embody, have ye t to 
be tested through a period of full development. One s t ep that wil l he lp to 
minimize the risks is the provision of adequate facilities for monitorin2 _ 
and evaluation of the project experience, so that the lessons of experience 
can be learnt. The second point is that the Bank program--ambitious as i t 
is--will scarcely cater over the five year period to the increase in numbers 
of rural poor resulting from population growth. The latter could amoun t to 
70 millions, while the rural poor benefiting from these programs will probabl y 
not exceed 60 millions. (Total beneficiaries--including those outside the 
target groups-- can be estimated at 100 millions.) This conclusion underlines 
the tremendous urgency for greater efforts to reduce population growth rates . 
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C. Deployment of Bank Resources 

3.32 What more is necessary to ensure that the manner in which the Bank 
Group processes projects is conducive to meeting goals and broader policy 
objectives? Recent actions have included providing guidelines with respect 
to elements of Bank policies and procedures which might be considered con
s traints on designing, processing, and implementing rural development 
projects; assisting governments with in-depth research; increasing resources 
for agriculture and rural development; and improving control and monitoring 
procedures. 

(i) Monitoring Progress 

3 .33 The Bank now has an extensive system for monitoring the progress of 
economic, sector, and project work. More recently, a monitoring system for 
rural development projects was introduced. The objectives are to help 
influence the design of projects at the earlier stages in order to increase 
their impact on the productivity and quality of life of the rural poor, and 
to follow the progress of projects through the pipeline. This monitoring 
will be achieved by the filing of regular "project information briefs" (PIBs) 
on all projects in the lending program, and will result in a system of 
quarterly progress reports. On the basis of these reports, modifications 
necessary to facilitate the implementation of the Bank program will be made 
in Bank policies and procedures. 

3.34 It is important to spell out at an early stage in project identi
fication the basic project rationale together with a broad project profile. 
This should indicate: number of farmers and other target groups, their income 
classes, the projected impact on productivity, cost of the project and its 
replicability, and breakdown into directly productive and non-productive 
investment. This would focus the project preparation process _in th~ fac~- ~-f 
institutional constraints at the local and national levels, define the scope 
of the project, and establish appropriate component cut-off points. 

(ii) The Project Cycle 

(a) Project Identification 

3.35 Internal monitoring of the kind outlined above should provide a 
useful series of reference points for reviewing progress in meeting the 
goals and objectives. But, for the system to provide a more positive 
stimulus to obtaining these goals, other action is required. 

3.36 First, an intensive back-up effort is needed at the country economic 
and sector work level in order to both provide guidance and support for 
project planning strategies and tactics, and to facilitate more systematic 
consideration of rural development criteria in the selection and design of 
projects in the lending program. Agriculture and rural development sector 
work is essentially of two kinds: that which is needed to support country 
economic work and that which facilitates project identification. It is with 
the latter; wnich has to be given higher priority, that we are concerned here. 

. ... 
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3.37 Rural sector studies need to be oriented toward (i) identifying 
target zones and populations; (!l.i) asse·ssing technology constraints and the 
potential for small farms; (iii) examining infrastructure requirements; 
(iv) evaluating the capacity of existing service systems and their potential; 
(v) reviewing the administrative arrangements and capability for the rural 
sector; and (vi) vetting national policies relating to rural development. 
Preliminary guidelines .to encourage such an approach are under review with 
the object of providing fresh guidelines with regard to the manner in which 
agriculture and rural development sector work can best be carried out. 

3.38 It is not feasible to present a fu l ly quantitative picture of 
sector work because some sector work is done on other kinds of missions
reconnaissance, appraisal and supervision. Thu~, it is difficult to find a 
numeraire to measure the output of varied sector work activities. Table 17 
gives a breakdown of the FY75 sector work by regions as indicated from 
sector, sub-sector, and some special missions • . This shows a program of 
14 agriculture and rural development sector reviews, five sub-sector reviews, 
and six special missions. The work program for the next four years is being 
developed. In addition to the Bank Group programs, FAQ plans to have 
''Country Perspective Studies" in Malaysia, Burma, a rrl the Sahelian countries 
of West Africa. Work is just ending on Iraq, Iran, Pakistan, and Bangladesh. 
The 110 is also planning rurai development accounting studies under its 
World Employment Program. The Bank and FAO are now actively coordinating 
their sector work and have established informal cooperative arrangements 
with the !LO in order to avoid duplication. 

3.39 Early experience suggests the usefulness of a new type of activity 
known as rural reconnaissance missions, to supplement agricultural sector 
studies, especially in the integration of agi;iculture and other sector work, 
and the evaluation of government rural d1welopment programs. Such recon
naissance missions may be restricted to one region or one area of a country, 
as opposed to studying the rural sector as a whole, but have a purview 
broader than a project mission. These missions are particularly useful in 
assessing new government proposals for rural development which are larger 
than a project but provide the administrative context in which rural devel
opment may be implemented. Their function thus falls between that of a 
typical Bank proje~t and a sector mission. 

3. 40 A fully articulated program for project identification should be 
developed. This would in elude both sector and sub-sector review missions 
and rural reconnaissance missions. The articulation of such a program to 
identify and prepare an adequate pipeline of projects is likely to call 
for more, rather than less, resources to be devoted to these activities. 

(b) Project Preparation 

3.41 Because the number and variety of components in rural development 
projects make their design a complex and time~consuming task, a relatively 
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long lead time is required for project preparation. Since there are likely 
to be continuing constraints on increasing the Bank's manpower resources 
(including consultants), there is a need to examine the feasibility of re
allocating staff and rearranging the time spent on the various phases of 
the project cycle. Identification and preparation require time and this is 
especially important for rural development projects because of their com
plexity. 

3.42 The identification and preparation of rural development projects 
is not well organized in many developing countries. Consequently, addi
tional assistance is required and could take one or more of the following 
forms: 

(a) technical assistance to establish or strengthen the kinds of 
planning and programming units referred to in paragraph 3.44 
below; 

(b) expand the project preparation capacities of the Cooperative 
Programs with FAO, WHO, and UNIDO; 

(c) introduce a special type of project, which might be termed 
rural preparation, the purpose of which would be to design 
rural development projects in detail prior to the appraisal 
of the actual projects themselves; this activity is analogous 
to the "engineering credits" used in the first phase of some 
transportation projects; 

(d) make more use of pilot projects, but on a scale of sufficient 
magnitude to test larger ·scale expansion. 

3.43 The extent to which the Bank Group needs to shift and/or increase 
its resources for rural development work will depend in part upon the degree 
to which member governments develop pro.iect planning and programing_ units 
in departments and agencies concerned with agriculture and rural development. 
Experience confirms the great importance of establishing decentralized plan
ning units with project preparation sections. In the case of rural develop
ment programs, such units are best situated in the planning uni.ts of regional 
or local governments, where such exist. Such an approach is in keeping with 
the rural development tenet of building on local initiative. It also has 
the advantage not only of strengthening local planning capacity but of having 
a direct bearing on the future implementation and implementability of projects. 
Where there is not regional or local government, and where nationally inte
grated programs are desired, preparation should be under taken by a central 
office for rural development coordination, such as that outlined in Chapter 
II, or in a Ministry of Planning and Development. 

(c) Project Appraisal Methods 

3.44 Rural development projects, with their particular emphasis on 
distributional as well as productivity aspects, tend to be more complicated 
than typical agricultural projects. This is particularly true for those 
multi-sectoral projects which have benefits which cannot easily be quantified 
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in monetary terms. The adequacy of the traditional cost-benefit methodology 
used in the Bank to deal with rural development projects is sometimes 
questioned. However, experience thus far has been that all the rural develop
ment projects approved to date have shown adequate rates of return when the 
quantifiable benefits and costs are assessed in the usual manner. In some 
projects, the rates of return have also been satisfactory when the costs of 
those project elements for which the benefits cannot be quantified have been 
included along with other costs. It does not follow, however, that this will 
necessarily always be the case in the future. It is important, therefore, to 
consider more closely the non-quantifiable benefits and income distribution 
aspects of rural development projects. 

3.45 With respect to project elements for which the benefits cannot be 
quantified, if social service components, such as health clinics and train
ing programs, are considered essential for reaching production targets, then 
the costs of these elements should be included in total costs. If, however, 
the social service elements are not considered essential for achieving produc
tion goals, in calculating the rate of return for the project they should be 
excluded. In either case, how does one assess whether the levels of services 
proposed are justified? In the first place, reference must be made to sector 
or national policies, which should preferably establish minimum standards 
criteria (e.g., so many health clinics of a certain standard per head of 
population, maybe stratified by population de~sity). Second, one should make 
certain that, within the national or regional minimum standards, the dis
counted total cost is the minimum among alternative ways of providing the 
services; the process of selecting the least cost alternative should be made 
explicit so as to ensure that realistic alternatives have been considered. 
Such an approach is accepted practice in public utility and other projects 
where "administered" prices are charged or benefits cannot be quantified.!/ 
Third, care should be taken that the social profitability of one component is 
not obscuring the negative social profitability of another component. This 
implies separate evaluation of project components. Fourth, where charges are 
made for services but the prices are "administered" ones, the marginal soc i a l 
costs should be estimated. Should it appear that the services are to be 
provided at less than their social cost, the implied subsidy must be justi
fied in terms of government social objectives (including special pricing 
arrangements for the rural poor) and public savings. For example, are the 
subsidies going only to . those who need them, and are costs being recovered 
sufficiently to provide funds for projects in other areas?) 

3.46 Other points of importance in the appraisal of rural development 
projects are: 

(a) although the number of beneficiaries is important, the 
benefits of additional employment are taken into account in 
the rate of return calculations; ·- employment in different 
proiect components should not be added together as there are 
important qualitative differences; 

1/ See the Economic Evaluation of Public Utility Projects, July 1974. 
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(b) indirect benefits can be important in rural development 
projects, but it does not follow that a project in which 
such benefits can be measured is necessarily superior to one 
in which they cannot; hence care must be exercised in 
evaluating the importance of indirect benefits; 

(c) where indirect benefits accrue to the non-target population, 
the fiscal arrangements appropriate to · ensure that a reasonable 
share of the benefits accrue to the government should be 
assured;!_/ and · 

(d) where substantial recurrent costs arise from capital expendi
tures, care must be exercised to see that the ordinary budget 
is not over-burdened. 

(d ) Project Implementation 

3 . 47 Because our knowledge and experience of how best to help the rural 
poor to raise their productivity and improve the quality of their lives is 
limited, it is necessary to: 

(a) build a degree of flexibility into projects so that modifica
tions can be made as experience is gained; and 

(b) in order to (i) control and monitor the extent of deviations 
from expectations, and (ii) learn the lessons of experience, 
evaluation systems must be devised. But such systems can 
be expensive and governments are naturally reluctant to tie 
up scarce human and financial resources in what might be 
regarded as sophisticated and esoteric monitoring systems. 
If such systems are viewed merely as something which aid 
agencies require, then the real point is missed. It is that 
evaluation systems should be an integral element of the internal 
management control system. If they are introduced for this 
purpose, they can also serve the supervision functions of 
governments and assistance agencies and aid in learning the 
lessons of experience. 

(iii) Technical Assistance 

(a) Training 

3. 48 Because the chronic shortage of indigenous supervisory and mana-
gerial staff is a major constraint in most developing countries, the training 
of "development managers" is of top priority. Much of this must be done 
"on-the-job," but it usually has to be supplemented by more formal training. 
The traditional way of providing on-the-job training is to provide technical 
assistance and insist on counterparts being supplied. Some technical 

1/ See Land Reform, op. cit., p.11 
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assistance experts are better than others in training counterparts, but in 
general the record is disappointing. There are many reasons for this, in
cluding a shortage of adequate counterparts and the fact that the experts 
are often fully and wrongly engaged in executive functions. Consequently, it 
is important--at least in the larger projects--to make provision for proper 
training courses for counterpart personnel. Increasingly Bank projects are 
doing this and it is a trend to be strongly supported. Any increase in the 
supply of local expertise would also help to free scarce technical assistance 
for new projects. 

(b) Public Sector Organization 

3.49 Much more attention needs to be paid to public sector organization, 
procedures, and personnel management and to the manner in which project 
organizations should be fitted into improved public sector systems. There 
has been an understandable tendency on the part of the Bank Group and other 
donors to establish project entities outside of the cumbersome civil service 
structures in many developing countries. In this way highly privileged 
enclaves have been created to the detriment of longer-run improvement in pub
lic sector efficiency. Multi-sectoral rural development projects in partic
ular depend critically on inter-agency cooperation and coordination. Hence 
those responsible for preparing such projects must identify the real public 
sector institutional constraints and seek practical solutions. Institutional 
constraints may be so persuasive, however, that general reforms may be 
required before particular projects can be implemented. 

3.50 Reference was made earlier to the importance of strengthening l ocal 
project planning capacities. Experience to date would also seem to indicate 
that there are few links between the preparation and implementation phases, 
and that "project managers" are appointed too late. It would not be an easy 
task to organize, but it would appear desirable for "project managers" to be 
appointed fairly early in the preparation stage so that they can be involved 
in the design of the projects they will manage. Not only would this he l p 
to reduce the growing delays between approval of projects and commencement 
of implementation, but it might :Lmprove the design of projects and should 
raise the quality of management. 

(c) Research and Information 

3.51 A recurring consideration in this paper has been the inadequacy o f 
information concerning the circumstances of the rural poor and the means 
through which a broad scale acceleration of rural development can be achieved. 
This,together with the magnitude and inherent complexity of the problem, 
suggests high priority be given to research and information gathering re l evant 
to the processes of rural development. The scale of Bank efforts in t his 
area can never amount to more than a fraction of the total national and 
international resources required. Therefore, in addition to doing research 
itself, its contribution should take the form of assistance to member 
countries in undertaking research and analysis to provide firmer foundat ons 
for rural development programs and projects. 
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3.52 The first need is for more insight into the general characteristics 
of target groups and the dynamics of traditional societies as they begin to 
modernize. In some cases this is simply a need for information on how many 
people there are, where they are, and perhaps who they are. But once program 
design is under way, there is also a need to know about their skills, resource 
ownership, incomes, nutrition and health status, family structure, and general 
socio-economic environment. Such information has to be collected by survey 
and, to be adequate for project planning, must be current. Some information 
is available on a global basis in the FAO World Census of Agriculture and, 
on a country basis, from national censuses and surveys. The Bank is currently 
working with FAO to speed up analysis of the World Agricultural Census with 
respect to the small farm sector. The Bank should undertake and encourage 
more information gathering, especially as a precursor to rural development 
program planning. 

J.53 Second, the importance of improving our knowledge of the micro-
dynamics in rural areas for the design of projects, and increasing our 
understanding of micro-level responses to macro-policy in order to improve 
program formulation, suggests the need for research in these areas. To this 
end, the Bank is currently working with several external agencies on a study 
of "The Analytics of Change in Rural Communities." This has the following 
aims: (a) designing and evaluating key features of integrated rural develop
ment projects; (b) analyzing the effects on rural communities of different 
developnent policy instruments; (c) helping to identify those features of 
su ccessful projects which can be replicated in other rural areas; and more 
~enerally, (d) providing an efficient feedback system to enhance the value 
of project experience in updating our understanding. 

J.54 Third, it is important to have more information about the resources 
available for exploitation by the rural poor and others. To this end, the 
Bank should encourage others, and itself, to finance resource inventory and 
evaluation work based on various kinds of field surveys; the use of ERTS 
imagery and aerial photography; national income, production and employment 
statistics disaggregated to the regional and local levels; and sectoral and 
r eg ional studies to discover additional growth centers and rural-urban 
linkages. Indonesia provides examples of these kinds of studies.!/ 

1 .5 5 Fourtl1, it is very important to step up technical agricultural 
research to adapt known technologies to national and local situations. Such 
adaptive research includes varietal trials and plant breeding, experiments 
with fertilizer and water requirements for high-yielding varieties, develop
ment of improved cultural practices, especially for food crops and designing 
f arming systems for smallholdings. Research also needs to be undertaken to 

1/ Examples of regional planning studies are those of the southern half of 
Sumatera, Eastern Indonesia, and Suluwezi, being carried out with the 
assistance of the Bank, the Federal Republic of Germany, and the Canadian 
International Development Agency. "A Framework for Regional Planning in 
Indonesia," 502-IND is the report of the first Bank Regional Planning 
mission. Also the Bank and CIDA are currently considering financing a 
"National Resource Inventory and Evaluation Project" in Indonesia. 
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collate and synthesize all the work which has been carried out into 
"appropriate technologies" and to make recommendations for the production 
engineering of such machinery and equipment for local manufacture. The 
Bank should, therefore, support projects for strengthening existing and esta
blishing new, national research institutions, working in harmony with the 
ten international research centers financed by the Consultative Group for 
International Agricultural Research, as well as the expansion of the 
international centers. 

3.56 To foster a concerted attack in all the above areas, considera-
tion should be given to the provision of additional research funds. These 
might be available for use in conjunction with those from other international 
and national agencies, for the purpose of encouraging collaborative research 
efforts, and could be additional to those provided through the Research 
Committee for the support of research within the Bank. Finally, the whole 
spectrum of activities referred to above should be thoroughly reviewed to 
assess whether the Bank is focusing adequately on the research needed to 
support its commitment to rural development. 
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Table l: ESTIMATES OF TOTPJ, ANO_ BURAL POVERTY AMONG DEVELOPING COUNTRIES, 1969 

!leLP;OQ Population 19§2 ____Po£ulation in Pover~ Rural P§iul.ation in Povertz 
Below US$50 Below U ·75 Below U 50 Below US$7S 

-------------------:~~-~~::~- (~a~:)i:~-----:~~-~~:::~-----Per Capita 

Developing Africa 360 115 165 105 140 

Developing America 260 30 50 20 .30 

Developing Asia 1,080 415 620 .355 ..525 

Developing countries total 1,700 .560 835 ~ 695 
1/ -

Four Asian countries- 765 J50 510 295 435 

Other countries ~35 _21.0 325 185 260 

Share or 4 As7an -------~--a·--~-------~---- (Shares) ----------------------------------countries.!. 45 

Share or de Asia 64 

Share of do Africa .2'1 · 

Share of de ~rica 15 .... 
Combined share, relative to 

total population 100 -
1/ Bangladesh, India, Indonesia, Paldstan. 

Sources: See notes to Table 1. 

63 

74 

21 

5 

_;p_ 

6-1 . 62· 63 

74 '14 76 

20 22 20 

6 4 l 
ti 

J!2_ .28 41 -



Notes for Table l: 

1. A calculation of poverty for a majority of developing 

countries, as defined in Table 1, was made for the study, "Redistribution 

with Growth", by Chenery, .Ahluw:alia, Bell, Duloy and Jolly, Oxford 

University Press, 1974, IBRD and IDS, Sussex. To these data were 

added rough estimates for countries excluded in that study, using 

the same data sources in respect of population and per capita income, 

·out with national income distribution based on experience in 

countries for which data were available. 

2. To obtain rural poverty, data for the share of urban in total 

population were obtained from "World Urbanization 1950-1970", Kingsley 

Davis, Population Monograph No. 9, University of California, Berkley, 

1972. An assumed ratio of urban to rural income was applied, together 

with rough estimates for urban income distribution. With these 

assumptions, data for rural poverty were obtained after deducting 

estimates for urban poverty from total poverty. 



Table 2 t ESTil"JA'lF._S OF RELATIVE POVERTY AMONG DEYELQ_liNQ COUNTRI~ 1969 

Region 

Developing Africa 

Developing America 

Developing Asia 

Developing countries total 

Share or de Asia 

Share of de Africa 

Share of de America 

Combined share, relative to 
total population 

Sources& See notes to Table 1. 

Popule.tion 1969 Population in Poverty 
Inccme Below one-Third Inco:ne Below One-Third. 

of Average Income . of Average Incoine, 

----------------------------- (millions) 
OR Below US$5o per Capita 

360 

26o 

1,000 

1, 100· 

75 

80 

145 

300 

125 

80 

440 

645 

------------------------------- (shares)-~------------------- .... ---~---· 
64 48 68 

21 25 19 

15 27 13 

100 18 _J§. 

~ ' 

, 



Table 3: RURAL POPULATION AND RURAL POVERTY AMONG DEVELOPING COUNTRIES 

Rural Population in PoverE~ 
Region Rural Population 1969 Income Below One-'i1i'I"rcl 

Below US$ 50 Below US$ 75 of Average Income, OR 
Per Capita Per Gapita Below US$ 50 per capita 

---------------------------------(millions)--------------------------------

Developing Africa 210 195 140 115 

Developing Ai:ierica 120 20 30 45 

Developing Asia 855 355 525 370 

Developing countries total l · 2S-' -= 480 6t5 530 

~ 
Four Asian countries 625 295 435 295 

Other countries 630 115 260 235 

----------------------------------------------------------- (percentages) 

Share of four Asian 
countries'!;/ so 62 63 56 

Share of de Asia 68 74 76 7CI 

Share of de Africa 2! 22 20 22 

Share of de America 10 4 4 8 

!QQ 100 100 100 

'E;_/ Bangladesh, India, Indonesia, ~atan 

Sources: See notes to Table 1 

The Share of the Rural Poor in Rural Popula~cm. , ' Income Bel°' 
Below US$ 50 Below US$ 75 of Average Income, OR 
Per Capita Per C&pita Below US$ 50 per Capita 
------------------- (percentages) -------------------

38 

17 

42 

38 

47 

29 

50 

25 

61 

5S 

70 

41 

41 

38 

43 

42 

47 

37 



Table 4: LANDLESS FARM WORKERS IN SELIDTED COUNTRIES y' 

Asia 

India Y 
Indonesia

31 Pakistan -
Total 

Middle F.ast & North Africa 

Algeria 
F.gypt 
Iran 
Morocco 
Tunisia 

Total 

Latin America & Caribbean 

Costa Rica 
Dominican Republic 
Honduras 
Jamaica 
Mexico (1970) 
Nicaragua (1971) 
Ar_genti!).a 
Chile (1971) . 
Colombia 
Ecuador 
Peru 
Uruguay 
Brazil 
Venezuela 

Total 

GRAND TOTAL: 

Landless Workers 
as% of Active 

Number of Land- Population in 
less Workers Agriculture 

1 000 % ---------

47,300 
5,673 
8,013 

60,986 

1,099 
1,865 

903 
484 
210 

J.i,561 

122 
179 
138 

72 
2,499 

101 
694 
37'3 

1, 1.58 
391 
557 

99 
3,237 

287 
9,912 

7.5, 459 

32 
20 
29 
30 

60 
38 
25 
19 
20 
33 

53 
25 
27 
41 
49 
43 
.51 
66 
42 
39 
30 
.55 
26 
33 
~ 

Active Agricultura.l 
Population as% of 
Total Active Popula-

tion 

68 
70 
70 
61r 

56 
55 
46 
61 
46 
5E" 

45 
61 
67 
27 
39 
47 
15 
28 
45 
54 
46 
17 
44 
26 
39 

1/ Except for India, data presented here are estimated from ILO Year Book 
of Labor Statistics, 1971, pp. 43-294, and 1972, pp. 44-301. Unless 
otherwise indicated, data refer to latest year available in 1960 1 s and 
thus do not reflect recent reform actions on the one hand, and changes 
in the work force, on the other. 

2/ Agricultural laborers as shown in India, Ministry of Agriculture, Directorate 
of F.conomics and Statistics, Indian Agriculture in Brief (11th ed., 1971) p.14. 

JI Includes population now belonging to Bangladesh. 



Table ~: NUTRITION LEV':LS BY I'.CO~ CLASS 

LA TIN .A.'IBiUCA 

Brazil (1960/61) 
Annual family income 
(new cruseiros per year) 
'.uu-al areas : 
under 100 
100-249 
250-L99 
500-1,199 
1,200 and over 

Total average 

Colombia (1956-62) 
"very poor'' rural 
"middle class '' rural 
"Middle cla~s" urban 

Vie:d.co (195U59) 
"very poor'' rural 
''midd::.e class" rural 
''midd:q class 11 urban 

Peru (195l -58) 
1'iounta;_n area 
Coas~~ areas 

A3IA 

Scylon 
:=tu.ral (1961-66) 

Percentage 
of Fami1 ' c:; 

7. 94 
27,30 
29 .68 
24 .56 
10 .52 

Upper class :olombo (1957) 

Ira~·1 
Landowners 
Urban 1-1age earners 
P:asants 

Ind:'.a (1958) 
}!.E.narashtra 5ta te 

-;;,,-pendi ture per capita (rup<:e ~) 
Urban and 2"l.l.I'al area : : 
C-11 

11- l C 
18-3L 
3L and 

AFRICA 

0ver 
Total average 

Madagascar (1962) 

21. 3 
::." ,9 
20 .7 
39 .l 

IncoMe ( 1000 ~r. per family/yr . ) 
l - 2C 5~ .7 

20-40 21 . 7 
LO-Be 11 .c 
8C-130 3-~ 

130-190 1.5 
190-390 C.t 
39C-590 C,3 
Othec classes 0.2 

UB (1965) 
Low Income class 
:-!iddle Income class 
Higher I~come class 

~lni~ia (1965-67) 
. .Jl. "': . ~J""'~ ...., )rson 
:tura_ 0 c a . : 
1-qs t,!'lan ,'( 

20- 32 
32 - c3 
53-102 

102-200 
200 and over 

Total avera ge 

8.2 
16 .2 
3c .e 
32. 4 
10 .9 
1. 5 

Calorie Intake 
Cals 

(per cap; ta) 

1. 755 
2. 267 
2. 577 
3-lLL 
3.61L 

2:cET 

1. 535 
1.538 
3.138 
2.133 

1.788 
1.803 
2.275 
2.331 

::.. 79L 
2.205 

1.864 
3.271 

2. 658 
2. 132 
1.%2 

l.34C 
2.020 
2. )~85 
3.340 
2.1cc 

2.15!: 
2.292 
2 . 256 
2. 359 
2.350 
2.342 
2.456 

2.204 
2.818 
3.130 

1. 782 
2.157 
2. 525 
2.825 
3.215 :qgo 

9 

Protein Intake 
•}rB.!TIS 

- ~..E-.£? ta) 

Total Am.mal 

50.0 (13 .2) 
61.i. 9 ( 21. 7) 
75.9 
95 ,l (39 .1) 

116.6 (32 .5) 
~l'}I:'oJ' 

30 (9 ) 
311 (15) 
52 (22) , 
60 (31) 

' ,, 
LU 

51 
57 
64 

47 
6L 

LL (8.3) 
84 

71. 
l'i5 
60 

37.9 { ::. . '.) 
56 . "i (2 .6) 
69 .0 (6 .6) 
B5 . 7 (11,9) 
59 . 7 ~ 

L7,3 (5,5) 
54 .1 (6 . ::) 
53.6 (9 .4) 
61.2 (l5 ,2) 
59 ,1 (15.2) 
64 .6 (21. 8) 
6S . ~1 (23 .6) 

71 (15 .C) 
84 (18 .C) 
98 (37,0) 

Da. ta cited in "The ;a:roployment Problf'r_ :'... ::i :::.ec : ;Jeveloped Countries 
(A .-l.eview of ~dence ) by '.Jav'. d Tur'l.°'12"1, J~v,,l_npMent Centre Studies, 
:;:mploymen".. Series ~lo . 1, Par:.s . 191::_ . 



Table 6: DISTRIBUTION OF MEDICAL DOCTORS BEI'WEEN RURAL AND URBAN AREAS 

Count!,l Year 

Honduras 1968 

Jamaica !./ 1968 

Philippines 1971 

Senegal!./ 1968 

Panama 1969 

Colombia 1970 

Ghana¥ 1968 

Iran 1969/70 

Haiti!./ 1968 

Kenya 1969 

Tunisia:!./ 1968 

Pakistan 1970 

Thailand!./ 1968 

1/ Urban - capital city only. 
Rural - All other rural and urban. 

Source: Cited in Bank Health Paper. 

PoEulation/Medical Doctor 
Urban Rural 

1,190 7,140 

840 S,,10 

1,,00 10,000 

4,270 44,300 

930 3,000 

1,000 6,400 

4,340 4,360 

2,275 9,940 

1,350 33,300 

880 so,ooo 

2,912 10,056 

3,700 24,200 

800 2,,000 

Urban Superiority in Doctors 
per Unit of R,pulation 

6:1 

6.6:1 

6.7:1 

10.4:1 

3.2:1 

• 6.4:1 

9.S:l 

4.4:1 

24.7:1 

56.8:1 

J.S:1 

6.S:1 

31.2 :1 



(a) 

(b) 

Table 7: PRIMARY SCHOOL AVAILABILITY IN RURAL AND URBAN AREAS 

Percentage of the total number of primary schools 
in each category (rural and urban) which offer a 

conplete number of grades 

CoirJ> lete Urban Complete Rural 
Schools as a% Schools as a % 

Number of of Total of Total 
Countries Urban Schools Rural Schools 

' :t -- . :l 
Countries bl GNP 
Per CaEita 

Up to $120 (excluding 
India) 9 53 36 

India 57 49 
$121 - 250 7 72 32 
$251 - 750 16 77 62 
$751 - 1,500 2 89 56 
Over $1,500 6 100 99 . 

~ Major RefE:Ons 

Africa 16 79 54 
Asia (excluding 

India) 9 94 66 
India 57 49 
South and Central 

America 10 88 34 
Europe 5 98 99 

Source: Based on data in the 1972 Unesco Statistical Yearbook. 



Table 8: THE PATTERN OF AGRICULTURAL TAXATION 

Share of Total 
Tax Receipts 
Produced by Number of Countries having Total Direct 
Agricultural a ~i ven t~e of Tax Agricultural 

Taxes Personal Export Land other Taxes 

Less than 4 per cent 9 27 26 3 15 

5 to 9 per cent 4 13 18 0 20 

10 to 20 per cent 4 16 4 0 23 

Over 20 per cent 2 2 0 0 11 

Number of countries 
in sarrple 19 58 48 3 69 

- - - = = 

Source: Richard M. Bird, Taxing Agricultural Land in Developing Countries 
(Cambridge, Mass.: Harvard University Press, 1974), p.J2. 



'\ 

Table 2_: WORLD BANK LENDING FOR AGRICULTURE BY NUMBER 
OF PROJECTS AND AMOUNT LENT 1948 - 1974 

(1) (2) (3) (4) Agricultural Lending for 
Numbe.r of Amount lent Amount lent Average Amount Projects ·as a Agriculture 

Agricultural for Agriculture per project lent per year l, of Total as a % of 
Projects in US$ millions (2)/(1) in US$ millions IBRD/IDA Proj. Total lending 

1948-1960 33 175.9 5.3 13.5 17 6 

1961-1965 33 484.4 14.7 96.9 16 . 12 

1966-1970 93 1,207.6 13.0 241.5 23 17 

1971-1972 7f 855.4 12.1 427 .8 26 16 

1973-1974 98 1,893.6 19.3 946.8 30 24 



Table 1Q: WORLD BANK LENDING FOR AGRICULTURE BY 'SUB-SECTOR 

US$ millions 
General Agric. Area Irri- Agric. Non-Food 
Agric. Credit Develo:e. gation Livestock Indus. Cro:es Research Fisheries Forestry Total 

1948-1960 $43-9 20.2 10.0 85.1 1.0 4.7 -- -- -- 5.0 175.9 
%25 11 6 4e 4 3 -- -- -- 3 

1961-1965 :p-- 45.0 9.7 383.8 35.3 -- 2.8 -- 7.8 -- 484.4 
%-- 9 2 79 7 -- 1 -- 2 -- 100 

1966-1970 $15 .o 183. 2 100.4 513.2 252.4 19.2 86.8 -- 21.0 16.~ 1,207.6 
% 1 15 8 43 21 2 7 -- 2 1 100 

1971-1972 $13. 5 255 .8 51. 6 201.3 176.7 39.6 95.4 12.7 8.9 -- 855.5 
% 1 30 6 24 21 5 11 1 1 -- 100 

1973-1974 $24.0 240.3 272 . 6 621.9 314.9 204.0 167.3 -- 28.6 20.0 1,893.6 
% 1 13 14 33 17 11 9 -- 1 1 100 



Table 11: WORLD BANK LENDING FOR AGRICULTURE BY NATIONAL INCOME GROUPS 

FY6~-68 FY69~7~ 
Per Capita GNP Agriculture As % of Agriculture As % of 
Borrowing Countries IBRI) & IDA · AGRICULTURE IBRD & IDA AGRICULTURE 

Number Amount Number Amount Number Amount Number Amount 
of Prol!.. (US$m) % % of Proj. (US$m) % % 

Less than $1.50 9 138.8 20 • .5 22 • .5 101 13.56.0 43.7 38.2 

$151-$37.5 18 173.8 40.9 28.2 78 1069.7 33.8 30.1 

$376-$700 13 2.51.2 29.6 40.8 30 782.1 13.0 22.1 

Over $700 _ 4 -~o _ ~_2_._0_ ~8_!2--_ 22 341.8 9 • .5 9.6 
--

TOTAL 44 61.5.8 100.0 100.0 231 3.549.6 100.0 100.0 

Source: World Bank Atlas 1973. 



Table 1 2: IBRD/IDA LENDING FOR AGRICULTU~ 
1 

AND RURAL DEVEIDPMENT, FY68-74 21 

AGRICULTURE TOTAL 

No. of Projects 
Loans (US$ M) 

FY68 

8 
143.4 

RURAL DEVELOPMENT ~ 

Multi-Sector£/ 

No. of Projects 1 
Loans(US$ M) 14.0 

Single Sector 

Agriculture 
No. of Loans 
Loans (US$ M) 

Roads 
No. of Loans 
Loans (US$ M) 

Education 
No. of Loans 
Loans (US$ M) 

4 
1S.1 

Total Single Sector 
Ho. of Projects 4 
Loans (US$ M) 1S.1 

Total Rural Development 
No. of Projects S 
Loans (US$ M) 29.1 

24 
J1S.S 

3 
S1.8 

J 
51.8 

J 
S1.8 

TOTAL AGRICULTURE & RURAL DEVT. 
No. of Projects 13 27 
Loans (US$ M) 172.S 367.J 

22 
JJ2.7 

25 
349.2 

1 
8.1 

FY72 

22 
291.4 

1 
2.2 

6 9 11 
SJ. 1 58.5 119.2 

2 
25 .6 

1 
1.5 

9 
80.2 

9 
80.2 

31 
412.9 

1 
J.J 

10 
61.8 

11 
69.9 

J6 
419.1 

2 
23 .S 

13 
142.7 

14 
144.9 

36 
436.J 

27 
681.9 

1 
21.0 

28 
S18.J 

6 
S9.S 

16 19 
225.8 390.J 

2 
9.0 

18 
234.8 

19 
255.8 

46 
937.7 

3 
23.8 

22 
414.1 

28 
437.6 

S6 
95S.9 

TOTAL 

1S6 
2,632.4 

10 
104.8 

68 
913.8 

4 
h9.l 

7 
37.6 

79 
1,000.5 

89 
l,o69.J 

245 
J, 701. 7 

OTHER BANK/IDA 
Loans (US$ M) 781.0 1,416.7 1,873.1 2,061.J 2,529.6 2,470.0 3,357.7 14,479.7 

GRAND TOTAL 
Loans (OS$ M) 9SJ.5 1,784.3 2,286.0 2,480.4 2,965.9 3,401.1 4,313.6 18,191.4 

~ Data refer to the original commitment and no cancellations and refundings are 
taken into account. 

~ Projects for which there is an expectation that 50 percent or more of primary 
(direct) benefits would accrue to the rural poor. · 

£1 Projects involving two or more sectoral components with the dominant sectoral 
component constituting less than 7S percent of the net project cost (i.e., cost 
excluding contingencies and components which are not integral part of the project). 
In all multi-sectoral projects designated as rural development proJects, agri
culture is the predominant sector and the P&B Department has classified them all 
under agriculture. Basically small farmers. 



Table 13s RELATIVE SHARE OF AGRICULTURE AND RURAL 
DEVELOPMmT m TOTAL BANK LENDING, FY68-74 

FY68 FY69 FY70 FY71 FY72 FY73 

Multi-Sectoral RDP 
as% of Total Agric. 
& RDP Lending: 

No. of Proj. (%) 7.7 2.8 2.8 2.2 
Loans (%) 8.1 1.9 o.s 2.2 

Agricultural and 
Multisectoral RDP 
as% of Total 
Agric. & RDP 
Lending: 

No. of Proj. (%) 38.S 11.1 19.4 27.8 33.4 37.0 
Loans (%) 16.7 14.1 12.9 1S .9 27.8 26 .3 

Total RDP as% of 
Total Agric. & 
RDP Lending: 

No. of Proj. (%) 38.S 11.1 29 .0 30.6 38.9 41.3 
Loans (%) 16.9 14.1 19.4 16.7 33.2 27.3 

Total RDP as% of 
Total Lending: 3.0 2.9 3.S 2.8 4.9 7.S 

Total Agric. Lending 
as % of Total IBRD/ 
IDA Lending: 18.1 20.6 18.1 16 .9 14.7 21.S 

m4 TOTAL 

10.7 4.1 
6.2 2.8 

44.6 31.9 
47.0 27.S 

so.o 36.J 
4S.8 28.9 

11.0 6. 1 

22.2 20.3 



---- ~-~~-. - - - -

Region 

East Africa 

West Africa 

South Asia 

East Asia 

EMENA 

LAC 

Total 

Table 14: RURAL POVERTY BY REGION AND COUNTRY INCOME LEVEL , 
1 97 4 ESTIMATES 

Countries with 
IncolOOs up to Other Developing 
$200 per Capita Co1.U1tries u Total 

60 - 60 

15 35 50 

270 - 270 

10 105 115 

5 30 35 

- -2Q ...22 

360 220 580 

1/ Includes some co1.U1tries with low inco:roo per capita, but with large external 
- receipts through oil(e.g., Indonesia, Niger ia). 



East Africa 

West Africa 

East Asia & Pacific 

South Asia 

El-lENA 

LAC 

Total 

(1) 

Distribution 
of Rural Poor, 
1974 

10.3 

8.6 

19.8 

46.6 

6,0 

~ 

99.9 

Col. (1) from Table 14. 

(2) 
Distdbution of 
Projected Lending for 
Agricultural Projects, 
FY75-79 

11.1 

10,2 

18.3 

19.3 

18.2 

22.9 

100.0 

Col. (2) from Policy Planning Department calculations. 
Col. (3) and (4) overall totals as described in text paragraph. 

Table 15: A COMPARISON OF THE DISTRIBUTION OF THE RURAL POOR 

BY REGION AND PROSPECTIVE BANK. LENDING, FY75-79 

(3) 

Allocation of FY75/79 
Agricultural Lending 

~~:~~==~~-t':~::e~ \:rr1~~~n, 
800 

750 

1,300 

1,400 

1,300 

1,650 

7,200 

w 
Allocation of FY75/79 
Lending for Rural 

. Development implied by (1) 
1974 Prices-"-- - --- - - - ------

400 

300 

700 

1,700 

200 

_lQQ 

3,600 

(5) 

Percentage of (4) to (3) 

50 

40 

54 

121 

15 

~ 

50 

Col. (6) from records and estimates of the Agricultural Department, CPS, 

(6) 
Percentage of Rural 
Development Lending to 
Agricultural Lending, 
FY69/74, ~y Region 

64 

50 

53 

19 

14 

10 

29 



Table 16: FY75 AGRICULTURE AND RURAL DEVELOPMmT SECTOR WORK !Y 

Re~ion Sector Sub-Seator Other 

East Asia and Pacific E.I h/ 
1-

k/ 
1-

South Asia 3 c/ 

Eastern Africa 2 _c!/ 

Western Africa 4 !Y 2 
y 

1 

Europe, Middle East & North Africa 1 f/ 2 
j/ 4 1/ 

Latin America and Caribbean 4~ 

!Y 
E.I 
c/ 
d/ 
e/ 
f/ 
ii' 
h/ 
II 

14 ~ b 

Does no~ include sector work undertaken in conjunction with appraisal 
and supervision missions. 
Sector work on Indonesia, Malaysia and the Philippines will be carried 
out by staff attached to Eccnomic Missions. 
Nepal, Burma and possibly Pakistan. 
Sudan and iambia. Lesotho, Swaziland and Madagascar in FY76. 
Dahomey, Ivory Coast, Cameroon and Senegal. 
Afghanistan. 
El Salvador, Guatemala, Nicaragua and Costa Rica -- all jointly with 
USAID and IDA. 
Malaysia - Smallholder sector review. 
Regional studies (mainly the Sahelian zcne) of Forestry and Livestock. 
The Forestry study will include Ivory Coast, Ghana, Cameroon and the 
Democratic Republic of the Congo, and may also include Liberia, Niger, 
Gabon and the Central African Republic. 
Livestock and Fruits and Vegetable sub-sector surveys in selected 
countries of the Middle East. 
A Review of selected aspects of regional and rural development in the 
Philippines. 
Special missions to Egypt and Romania; an economi c-regional (Macedonia) 
development study in Yugoslavia; a rural and regional development study 
in Tunisia. 



Annex A: AFRICA RURAL DEVELOPMENT STUDY 

SUMMARY AND CONCLUSIONS 

1. Some Mejor Issues Related to Designing Rural Develo211ent Programs 

1. In this chapter, the perform211ce of the rural development 
progr::.lllS reviewed is summarized with .<i. view to drawing lessons for 
design and implement:ition of future progrP.lllS. In doing so, it is 
important to emphe.size Pt the cut.set that the state of the PJ't of rural 
developnent is poor. The inter:>ctions between policies, institutions, 
trained me.npower, physical resources and technology are complex and 
immensely diverse. There is not a single "packa.ge" that is universally 
Bppl.icable. Nor is there a system.?.tic fralllework that can realistically 
be fl.pplied for plAlllling rurel development progrl!lllS on n mass scale, given 
the extreme paucity of inform:~tion e.nd. in pE>.rticular the trained manpower 
mid institutionrl capRbility evail~ble for planning rural developn.ent 
in Africa. There is only e. c:>talogue of insights ba.sed on the analyses 
of the constre.ints and potentials encountered in designing and imple
menting the prograllls reviewed, of the mechanisms that have evolved to 
deal with them and of the effectiveness of these mechanisms in improving 
the performance of the projects. In presenting a view of rural develop
ment derived .from these insights, it is assumed that in the future the 
objective of rural development will be not only to reA.ch a. mass of the 
low income rural population, but P.lso to make the process of their 
development viable in the.long -run. The discussion is, therefore, focused 
on five sets of interrelated questions: 

(a) ·Were the programs reviewed directed towards low income popu
lations? 

(b) To what extent have the programs been effective, or shown a 
potentiP.1 to be effective, in improving living standards of 
the mass of the low income rural population? 

(c) Whr.t constrDints have been ff!ced in realizing this objective? 

(d) How have these constraints been Allleliorated in the program.a 
reviewed? 

( e) What a.re the implici:itions of the performance of the pRst 
programs for the choice of target groups, types of targets, 
policies, Aild illstitutions if the objectives of rurel developnent 
i:ire to be ·realized? · 
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2. It is rppP.rent from the description of the prograns in 
Ch--.ptt :- I that, with the exception of the spontrneous sqw:tter settlements 
in Kcny:- , 2.ll the programs selected for analysis were c=.t le .:- st parti, lly 
ui:-ccted to improving living st;md11rds of the low income r\lr<1l popu-
1 : l:.ions. Al though the Agricul turnl Fin::mce Corporation Pnd the Li Vt!Stock 
sch c.m ;s in Ken.ye" have aimed R.t the devt:,lopment of both the eY.isting 
co!llf.lcrci.-l ;:nd the traditional ·subsistence sectors, a certain portion of 
t.hcl.r resources hn..ve been [: lloce.ted specifical.ly to the development of' 
t he low income subsistence sector. Even the e.?..rlier e::,:port crop 
schemes, such as the KTDA in Kenyr and the BAT in TrnzP.nia, involved 
dt.velopment of low income sm.?liholders. Al though these progrr,ms 
r upr8s ent ,, considerr.> ble step tow,rn.rds rc. -:lizing the objectives of rural 
development, on the whole they h1,1.ve been less than fully effective in 
m.r,king the process .of development of the low income sector self-sustaining·. 

3 . Their limited effectiveness c~nnot be Ettributed to the 
inrd~0uate or in~ppropriate specificr tion of t~rget groups, but rather to 
~ combinrtion of f,,ctors. First, the objectives of rural development haVE. 

ch·,nged considerably over time. ijany of the projects reviewed were 
designed with whnt now rppe,...r to ·.:,e ''limited" objectives, :?.S for 
ex.·,mple incre:::sing export crop production among smF..llholders. The 
projects were rl so based on more limited knowledge th::-n is now available 
of the bro~d sector and policy questions, P.nd of their possible impact on 
th 1c. perform1°nce of the individual progr.::;ms. Frequently, despite the 
f pct that the likely impRct of domestic policies end institutions wns 
anticipPted, n~tional policies could not be ch~.nged to improve project 
performance. The progrP.ITIS were often based on iil8dequr-te knowledge of 
technologic~l possibilities P.nd of their suitebility to small farm conditions. 
E:::perience with regard to the 2.ppropride forms of adlllinistr r:.ti V6 ins ti tu
tions r,nd their transferability was limited whm m.<my of these programs 
were pl r:nned. They also suffered from poor knowledge of the socio-cul tur;,l 
·,nd ins ti tutione.l environment in which they were tc be implemented. 
Consequently, the progr2ms were rarely designed with~ view tc anticipcte 
th1::· effect of such f o.cwrs on the response to interventions, or with :m 
intention to introduce modific ~tions in plans in the course of impl.e-
mcn t ~ tion to achieve ma.x:iJnum eff ec ti venes s. FinE,lly .'.ind most impor-
tantly, the programs often experienced extreme scarcity of trained 
loc:-l manpower. 

!4. These v arious factors l Prgely expl c,in the lim.i tations of the 
;rst progr.'.llllS, ;ind hA.ve important implications for future sectoral 
policies and for the planning and implementation of future rural develop
ment programs. The p~st experience suggests that first, if the objec
tive of pa rticipation of the lowest income group is -+-o be ensured, 
r ,·<1min r> tion of the pr.i.rticul~r country's existing aectorel policies 
nnd pl;ms, as well ns of the indigenous institutions AV1:1.ile.ble for rurcl 
devdopment, hros to be oriented explicitly to assessing the extent to 
which these effectively "re2ch" the lowest income groups in the rur;-,l 
nrer s. Such ex:::mina tion will e.llow expl.ici t recogn;i. tion of the 
existing government policies which are inconsistent with the goals of 
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rurnl development. For exolTlple, if the land tenure situe.tion precludes 
p: •rticipation of the lowest income groups in rurtl develoJlllent programs, 
l ··nd reform may be essential. for r1?alizing the potential of a particular 
project. If th(;i m."?rketing boards J-.. 1,.ve ~ vested interest in certain 
."lricing policies which affect the distribution of benefits to the lowest 
income groups, perhaps a chl'll'lge in pric1:: policies is necessary for 
improving benefits of a. specific rural develoi:nent progre.m.. Becs:use 
3uch questions were not resolved prior to implementation, matzy' of the 
progri.:ms reviewed h1we had only <'. limited imps.ct on low income groups. 
It must ?-lso be recognized, however, thHt 11- some cases the: necessary 
ch;,ngcs in no.tionFl policies may not be easy to bring about. The choice 
mPy be between opting for only a limited impact and not undertaking 
programs. 

5. Second, the past progrnms indicr.:te. tha.t substantially greater 
project preparA.tion is necessary then wa.s possible in most of the programs 
reviewed, if effectiveness is to be maximized. To this end11 a number of 
pertinent questions must be resolved. For example, 8.re technologies 
sctur,lly profitable at the fe.rm level? Do existing marketing systems 
serve low income fs.rmers effectively? Given the social ties that often 
erlst between pe&sPnts ~m treders end given the extreme scarcity . of 
trr.1ined m11npower available to implement market interventions·, will a 
new marketing system -- which may seem desirable in principle -- actulillJ.y 
benefit the lowest income groups? Or will it only aggravate the tensions 
between the cultivators end the merchants, with Pdverse effects on the 
cultivPtors, as h~s been the c~se in ZA.PI in Ce.m.eroon? In sum, whrt 
really are the critic~]. constraints to development in a specific 
si tuP tion? How feasible is it to remove these constreints given the 
e~d.sting r.tRnpower nnd institutional development? What. steps ere 
nc' cr:ssary to develop the necessary c ap;cbili ty? And wh Rt is the time 
horizon impli'cit in the results to be expected from the program? 

6. To answer such questions project prepP.rP.tion will of course 
require considerably greater sk.ff time 1=;.nd expenditure. Given the 
eytr ~me scarcity of trained manpower tci plan and ir.lplement rural qevelopment 
proerruns, one of the following ;.lternatives usuaJJ.y h as to be acc~pted: 
(!'1) To use the existing scarce trained manpower to acquire Pll the 
necessary informntion ·to perfect the design of only o few rural developmen t 
progrr-ms in the hope of maximizing their effectiveness. This m2y nlso 
mean - subst~tirl time l ~g between plAnning and implementation . 
(b) Altern.~ tivel.y to ;:1.dopt f.!.ll approach of learning by doing, i.e., under
t··king ,., few pilot progrPms with ,qn explicit recognition that, if they 
rrc b .~sed on limited knowledge, perform.snce may fall short of expec
t<:-tions. Honitoring program performance end remaining flexible in 
program implemen~ation will have to receive substantially greater 
attention than g~nerally given in the programs re~ewed, so thP..t 
progral!lS may be modified during implementation to improve their effec
tiveness ruid t6 enable their replicabili ty. Al though the importance 
of such flexibility is recognized in principle, analysis of the past 
progr11J11S indicat,es that in practice numerous obstacles emerge which 
frustr, ,te the programs' ability to ad.Rpt to changing circumstances. 
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(c) The third dternative md the one recommended here is to attempt to 
reconcile the desircible fee.tures of the first two approaches, namely 
pl;c.nning b;-.sed on systemntic i:-.cquisition of knowledge, ~mi flexibility 
in the course of implementotion . However this approf'ch differs from 
the f irst two in two :iJllport:mt ways. It can allow brof.ldfµ' geogrE.phical 
cover age thnn is implicit in the first two approaches, P~ it places 
substrntir:lly gres.ter emphr-i.pis on development of indigenous insti tutiond 
c~p; bility. It involves beginning progrruns with only th~· few simplest 
interventions to remove the most critical constrr.ints, an4 allowing the 
_progrems to evolve in scope through time pha.sing of activities besed on 
specific knowleqge acquired, constraints identified, a.Di indigenous 
hUill;>n, institutionBl Pnd fin~nciBl c ap ability developed during the 
course of eRrlier stages of program implementation. These Vclrious 
implic~tions for design of .future programs ~re best illustrated by 
su.mmari2.ing the effect of the ve.rious factors listed ear~er on the 
perfonnance of the pest . programs. 

2. The Effect of National Policies on Past Pro~EllllS 

A. LP..nd Policies 

7. The Ethiopi211 and the Kenyan experience indicate th.st 
where 2.cute inequity in the distribution of land rights exists, the fulJ, 
potentiP..l of the programs in improving benefits to the lowest income 
eroups is not reali7,ed by simply targeting progr(lJTls towe~ds low income 
groups r nd devising temporF.ry tenuri:Jl ,?.rr;:ingements, P.s has been done 
in the Lthiopit>n programs. In such circUJ11stances a more permant::nt change 
in the di~ tribution of lnnd rights should be nn integral part of the 
rur: ·l devebpment stre.tegy. 

8, In Ethiopie., exclusion of lsrge farmers from the program's 
services both in CADU and in the Mini.mUlll Package Progre.m has had 
severE;l positive effects on the lowest income groups • .J/ .This policy 
hos , rrested the widespre2.d eviction of tenants the.t colllltenced with the 
introdµction of new technologies in the CADU area. It has Plso faci
lit ,- ted the distribution of credit to smal1 .farmers end thus tilted the 
progr.c:.nis I benefits in f "< vor of the low ·income rur?.l popuia.tions. 
However~ these steps hctve not ensured full participation in program 
nctivities by the lowest income groups, in particular the tenants.y 

1/ In 1970, partiilly as e. result of eviction of over 500 farmers in the 
program a.rer-, CADU excluded landowners cul. tive.ting over 25 hectares 
~d ten.,mts with more th:m 40 hectA.res from its cr€dit progr2.m. In 
1972 the limits were further lowered to 20 hect?xes "'nd JO hectares 
r espectively. A similRr ceiling hes been est~blished in the Minimum 
Pc ckage Progrnm. 

Y According to Teele in 1969/70, the l P.st season before CADU estr,blished 
, (~ciling on credit 1.landowners with less thFn 10 hect11res received 
\._. nly 2? percent of t.ne program's credit, while tenrints obtnincd -less 
th n 28 ryercc.nt. During the nex t season, i.e., subsequent to imposi 
tiun of th e c eiling, the proportions increFsed to 53 percent rnd 

)1'-.; 1>crccnt respectively. 
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necent ft 0"1.i.I' 8 S indic ate that in 1973 only S percent of th~: crcdi t 
rF>c i.p::.ents in the MPl: orcss were t en."nts. Yet o lend tenure survey 
,:cnuuc tt d by th(; Ethiopi::n Government in 1969 found thi:-t tenr--nts 
cone ti tu tc between one nnd two thirds of the populi;i tion in the vririous 
t.ar~et. ;3reas. ],/ The low particip~tion of the tenc1.nts resuJ. ts from 

:i nst ,curi ty of tenure ;.;nd high .c- nd uncontrolled rents. 2/ For the tf'nr-nts 
· n innov~ tion h: s to incref' se net yields by r-t least 30 percent if it 
is 1,e be ;;rofit-:,bh: . For the ltndowners, on the other· hand, any net 
mc:r<·· 3~ in yield is profit:-ble. (See Ch;:,pter IV for further detrils.) 
:·lost trn;-,nts also encounter considerable difficulty in obt.dning the 
ye '-' rly lea s e that is necessa-y to qualify for the program's credit. JI 

9 . Arc the incentive. !1roblems being det-l t uith more effectivcl.y 
t.'u-ougr1 colh:cti viz£ tion of cul ti va tion? The Tsnzanicn experience 
indic •· tE:s th.:1 t if collectiviza tion is to h~·ve ~ notic er>ble impact on 
'.lie: _:)roductivity and incomes of subsistence f.,rmers c.nd is to receiYe 
bro ~d populnr support, the critical org ; niz r tionrl questions of who 
will do wlwt, when, how ::nd e t wh~t w ge r~-te, f r•ced in mPnaging 
coll~ctivc farms, need substantially gre~ter P.ttention t.~rn they seem 
to h~vc received so f ::.r. Also, if continued uncert,:inty of l :md rights 
is not to h r v e P disincentive effect on production, the decisions c. S to 
whr, t h er to introduce collectivization &cross tJ, e bo r,rd r nd whether 
collectiviz~~tion is possibl ;;: only through "persuasion" c onnot be 
postponed indefinitely. 

10 . In the ·-: bsence of the resolution o f thisse :;:iolicy c_·u.P.stions, 
th( -~ricultur8l s ervices proyided to the collective f , rrns : nd the 
,-:i· n· ~·-ri::-1 st:::ndrrds on the frrms are frequently poor. The incentive 
fo r the cul tiv ,,., tor to r- lloc[te hi s sc ;.; rce lcbor to collective culti
v-tion seems to be low, md consequently th£ yields on collective plots 

.2/ The pr oportion of tt:n.mt p2.rticip:-.tion w~.s 40 percent in CADU. 
:iowever, this is b ec Fuse CADU I s S-v1edish man;,gement introduced ::-. 
:'.)olicy of denying credit to landowners who would not sign the l ec- se 
for the tencnt. (See footnote 3 below.) The HPP h P.s not h c>.d such 
"muscle :' to bring to berr . St.ill the ten;:,ncy problem h " s creFtcd 
r.mch tension in CADU, showing effectively the limits of rur :-l 
development when there is little n· tion:: l will to ch"ng c !X)licics. 

Y Rents in the progrf'm ;,.rec..s in Ethiopi " r r nge from 1 /3 to 1 /2 of the 
ten: -n t I s produce. LPndlords may, however, refuse to sh£;re the cos ts 
o.f innov:o tions, ,nd mFy ev,ict the teni:!llt without t>ny notice or 
c ompe:ns , tion. 

Y In the r bsenc e of ,.. l:,ncl :r·eform the progr,Jlls h .... v e introduced 
!:.E:I11por,".F.f lec.sc cla uses to prevent eviction of tern,nts by lendowners, 
c t. le"st during the period when tenrnts h · ve received credit from 
t.h•.; proer:un. 
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:;re ::1oted to h .'.'Ve been generally lower tilf'ln those on private plots. 
ln : ddition there is some evidence tll;:it uncert:>inty wit.h regard.- to 
oollectiviz~tion is .qf'fecting yields on priV'.".te plots. (See 
Ch·,~t.~r VIII.) The resistance to collectivizetion hes been substantiel, 
jrrtioul:-,rly in the predominantly export crop growing regions such as 
T: bor:.. i,nd Sukumal.and., where the potenti sl losses to comaercie.l farmers 
fro;111 joining Ujamaa villE>.ges are considerebly greriter thPn in the c.sse 
0 f subsistence farmers• In SUIIIJll.'.:•ry, despite the substantial. donor 
Dssist:,nce ;<>vatl.Pble for deva1opment of the low income agri~ turtl 
popul~tion· in Tanzsnin, effectiveness of the e..griculturtl programs 
seems to be limited by he.phPZ8Xd policies towards collectiviz~tion 
r.nd by the neglect of cri tic::-1 org;:,..niz.~tionf'll questions. 

I3. '!' eclmolog:r 

11 • Where considerable effort hF..s been me.de to PdPpt technology 
tc suit small fr-rm conditions, as in tile KTDA 1n Keny1:: or CADU in 
Ethiopi , , ·tile response of sm~ll farmers to innovPtions has been truly 
dr r,lll:-:. tic. (See Ch1.:1pter II.) Even witllout such effort, where trans
~Emted technologies have been responsive to local agronomic end clim,.,tic 
conditions the Pdoption of innovations h..,.s been repid and h;:,s often 
surp~s~ed projections., rs in WADU. However, in m:my other prograllls, 
such a.s the Ujc.m.aa villPges in Tanzeni;:., ZAPI p.nd SODElij{AM in Cameroon, 
the SRDP r-:nd tile small farmers credit programs in Keny;.• , inr deqw, te 
."d~pti ve resee.rch P.ppee..rs to hnve been ::: mr, jor constraint to increa.sing 
productivity crid incomes of low income fRrmers. (See Chr-pter II.) 

12. The rese.rrch gP.p h::, s been perticulo.rly s evere in the case of 
.food crops. This is one of the re~sons why in mc1.ny e<,rlier export crop 
schcmes there existed considerable reluctance to introduce services 
for food crops • .1/ In these schemes promotion of the rel.citi vel.y more 
profi t r> blo e.xport crops hes led to r apid substitution of a.cre8ge from 
food to export crops. Such substitution has consider~.bly increased ca.sh 
income s of the f ~rmers who h?.ve taken to export crops. (See Chapter II.) 
Howmrer, it has rc.lso reduced the over:>11 off-seasonal food supplies 
r· v il ,"ble for local consumption in the predomin~ntly export crop areas, 
PS for inst~nce in Sukumaland in Tl"nz:,nii;. or in the groundnut operation 
in M"li. These shortPges hr ve not been corrected by .Ill[rketing systems, 
which ·-r E of r. fr,,gmented nRture. (See Chr-pter II e.nd Chapter V for 
det:. ils,) E..~cessi ve speciaJ.izE>.tion in export crop production in 0a.rly 
st1. gcs of development thus r ppe::irs to h ,• ve edversely tiffected rurrl 
welfare, pnrtl.cul~rly of tile low income fnrmers, who F.re deficit in food 
but too poor to purch2.se food rt high off-seasonnl prices. (See Chapter II.) 

13. 'I'hc neglect of technology for food crops not only affects 
rur,· l welfare; it rlso :rrests rurtl growth. The need to grow the 

l/ 0 f,,;,,: Chrpt~r II for oilier reasons for this reluctnnce. 
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m:inimtu11 supply of low productivity food crops for domestic consumption 
h, s r estricted the suppl.¥ of sc11rce labor for production of high v~ue 
c;,port crops. 

1 L.. The experience of the eJq>Ort crop schemes indicates that even 
if ~xport crop developaent is highly justified, 1n most cases a mixed 
c r..sn 0.nd food crop developnent m;,.y be essential if the objective is 
not only to incree.se cash incomes of participants but also to improve 
genernl welfare in the program 2.reas. (See Chapter n .. ) Al though this 
app:ro~:ch h r, s been adopted in many recent progrP.ms., including Jll8D3' 
r eviewed under the ARDS., ;:-ll too f'requently its effectiveness seems to 
have been limited by tl131nFdequate :·d8ptive e.griculturFl reserirch. 
Such research needs to be oriented to develop technological packages 
th~t ,,re profitrcible not onl.y on rese ,:,rch stc.t.ions Bnd demonstration 
plots, but P.lso on the small farmer's fielq. The import2nce of such 
;,daptivr. reset?rch ::tnd the present technological. gEip cannot be oversta.ted~ 

15. If' effective n:: tional reseerch systems are to be developed 
~lone with n otion~l commitment to their continuation., substF..ntial 
resources Illcy hf'.Ve to be .tllocated specifically for this purpose• 

C. Pricing and Marketing Policies 

16. Pricing Pm m"rketj.ng policies, particularly towards food 
crops., hflve had " subskntia). adverse effect on the perfomr nce of rural 
deVC!lopment progra.ms. They have often led to considereble inf;x>ae disp:::ri ties 
rmong food , nd non-·food crop producers, even within program areas. In 
Lilongwe gross return from ;, n acre of tobr.cco is three times that from 
me.ize, despite tht f ret th0t new technologies exist for •~1ze. ~'here 
no new technologies e:xist for food crops, the incomes of food crop 
producers Pre even lower. (See Chapter II.) 

17. Low food crop prices hRve discouruged exp.--nsion of food 
crop production for the market. Often even when grr-.in h <: s . to be imported 
to meet n:: tionsl food deficits, ri s in Nr li r.nd EthiopiP., pro gr~ 
m-:n."gers h , ve encountered considerRblc diff'icul ty in convincing indigenous 
policy mrkers to eskblish prices high enough to provide : n incentive 
for increi,sing domestic f'oo~ production. When the progr~ms h.-ve ;; ttempted 
to gener -:.te subst, ntial Illr1rketed surpluses, in the rbsence of coherent 
n ·. t-ionr- 1 price policies, their individurl pricing Pnd m.<>rketing efforts 
h "vc become successive rerctions to .,:i series of unF.nticipa.ted crises, 
:,rising from inconsistencies between program .P.Ild nationPl objectives . 
Such rd hoc price policies h,ve not only rrrested the rr•t e of adoption 
of new technologies in the progrEim Preas, PB for inb ,,, nee in the ca se 
of whet;1t in Chilc1o 1n 1972 1/ but hwe: Plso required subs~<i ntie.1 

]/ Numbers of' f,rmers borrowing credit in Chilalo declined from 14,000 
1n 1971 to 12,500 in 1972 . This decline in the dem~, nd for credit 
wr:s L ,rgely :i ttributed to the declining wheat prices r.nd the 
m:,rketing problems encountered in CADU in the previous yerr. (See 
Ch:-pter IV.) 
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21 The experience of the p r.s t programs indicn.tE".s thE'.t if the 
c'tJ~tive of rural. deTel.opment progr~ms is not only to generP.te sub
!r: ,;:,· :.i.n_ marketed surpluses but dso to ensure 111.nillula e.vailability 
'"" ' :Jed nnd incomes to low income popul. 1"'.tions in rurnl nreaa, three 
.; ·:,L·ps :-.re necessary in rural development programs a · (a) broad geo
fF~_:;:,,..ic;, l coverP..ge of services in bringing Rbout prodact.ion iDoreases, 
, :, ~ ". comm.ensure. te, siaul. taneous improvement of the merketing qstau, 
L, l .:.ding tradi tiol1B1 trade channels where these el.ready play en 
1:.'llport.<?nt role, .and (c) deTelo}Dent of the rural intrastncture, 
i ·ri parUcuiar of roads end storage facilit.ies. 

J; !i@.power Polici es and Participation 

2~. Trained manpower poses ~ particularly severe ~onst.reint to 
t .e expansion of rur~.l services i n African countries. Substent.ial. 
i ,;·2::.tment in manpower training of field level end adJDinist.rat.ive 
s · ,r ff :.a therefore necessary if rural develo}Dent programs are to rei;ch 
;; rn:. ss of the low income rural population. · 

2 :, • In the progre.ms reviewed severt-1 interreleted factors have 
nf f ec ted supply of. trained m8npower and thus limited the expansion of 
s ervices to the t:orget populations. The countries started with ::i. low 
b ase of trained manpower. Malawi for exemple, is said to h~ve hEid 10 
college gradue.tes when it becPJlle independent in 1964. Because of the 
oonsider ::ible demand genernted by a. combination of increased development 
~"Pe:idi ture and Africo.niza.tion of the existing positions, there has been 
, s evere shortage of trc1.ined manpower in the e~rly years of develoJ:lllent. 
Investment in training of mr..npower does not seem to have been commensurate 
with the substantial investment in rur:,l development prograJlS. Therefore, 
frequently employment of the trPined indigenous mPnpower by the programs 
h~s mernt depriv1ng other regions and departments of their existing 
mc.npower, with adverse effec t on their devel.opuent. (See Chepter VII.) 
fuwever, in other CPses where the prograillS have been bound by the domestic 
public service commission rules reg&rding stlaries, promotions, and 
benefits both the programat and the normal adlllinistrative structures heve 
l ost m~npower to pr'j.vate enterprises ,nd parPstatP.1s. (See Chapter VII.) 
Al t.liough est~blishment of project authorities hPs temporarily bypassed 
sever .--1 inefficiencies of the existing administrative structure, it has 
not r esolved the difficult basic problem of wage disparities end 
."dministrntive incentive systems thPt continue to deter menpower from 
serving the rur::il sector. This probl em is by no mef.lns eesy u, tackle. 
Frequently it is srgued th~t higher s .-- l eries ere necessary to ~ttrP.ct 
trained m,-,npower to the rural sector. However, attempting to DlPintain 
pPr ity wi th rising urbP.n SP. l~ries, r P. ther than cont:J'C'lling the letter, 
fur ther increPses the disparities between the educeted r:.nd the 
tmeduc.'.lted. The constr:>ints posed by these structural problems, 
however , seem u, receive little P ttention in policy mp.king. Often ~ 
hoc me:1 sures are r dopted in progrBms, m;-, king the mP.npower problem more 
complc:: over time. . (See Ch::.pter VII.) 
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subsidization of morketing operfl.tions in progrF.:llls, as hF s occurred in 
WADU ll GA.DU, the LLDP End ZAPI. (Sec Chripter V.) But even more important, 
th~se price policies ha.ve rcsul ted in di version of scerce GdJninistrr,tive 
·:,nle t ~wry from the problems of long-t,erm developnent to the solution 
of the short-term crises that t="re yr>used by the problem· of disposal of 
:mnrke t r bl e surplus es • 

1 8 . The pricing and morketing problems seem to have been 
frcc;.uentJ.y .nggr~vnted by the excessive dependence of the programs on 
,mwilling In."..rketing bor.rds or ins.deqU2te fermers orgE!llizetions to handle 
the incre(.l_sed m;:-.rketable surpluses. In mney program E-reas, as for 
ins t.;mce ZAPI, the LLDP, CA.DU ;::nd WADU, much of the marketed surplus is 
already handled by private trading channels. However, often due to the 
view of the privrte trading systems es being exploi ta.tive and anti-social, 
their developnent hl"S received relatively little attention. The 
surpluses generated have tended t£> outstrip the cape.city of the "orgP.nized 11 

m., rketing chmneJ.s. 

·19 . Despi te the considerable efforts devoted t£> coITecting m!':rketing 
problems, much of the m:>rketed surplus procured in integrated program 
Rre r s has found its wry t£> the capit~l city or has been exported. Due 
to t he poor J11P.rket developnent in the rural i;reas, there he= s not been 
much increase in food aveilability in the non-program rural area.s, 
except th1'1.t which hns frequentJ.y trickled through the tri:di ti.anal marketing 
c hc:nnels. (See Cha.pt~r V.) 

20. But then why cannot the surpluses sold in the cities or 
exported abroad provide resources for devd.opment of other regions? To 
nnswer this question it is not enough merely to estimate the ma.gni tude 
of the surplus; it is :u.so necess<"ry to examine who is likely t£> 
have control of the resourc~s gen.ere ted by these surpluses. In 
Mal;-wi, ADMARC has earned substenti.31 profits from the high market 
mP.rgins in the export of the increased JIU>ize surpluses in the LLDP • .l/ 
So far these profits hnve helped reduce the psst deficits of ADMARC, 
which r-re sRid to have &risen from handling the marketing operations 
of traditional export crop producers a.t low margins. These profits 
:ilso seem to have led to substantial investments in large SCP.le coJ1D11ercial 
enterprises. The maize surpluses in Lilongwe thus appe1>r to have resulted 
in .: substnntitl redistribution of income from Sllall-sc_tle ms.ize producers 
w tr~di tion::il conunercifll fniners. However, this phenomenon is by no 
mecns confined to Malawi. In Tanzcni~ it is not rare w find that the 
resources generated by smallholders are lost to a few members or 
officials of the inefficient cooperative societies • 

.JI ADMARC e.?rtled P..S high t::s K 6.6 per bag for the maize it exported in 
1972, whereas the maize producers received only K 2.5. This is e 
major source of contention between the_ program management And ADMARC. 
See Ch:,pter yr for further details. 
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24. The ridJninistrntive :md technicnl qu~lity of the available stnff 
h~s dso been poor, restricting the scope for expnnsion of services. The 
only nrilnwi:>n who took over :m t1dm1nistrative position .f'roa 11n exptltri~te 
in 197 J W[ ·s ill-equipped to h"'nd.le even the e:>:i.sting credit operA.tions 
or th~ progr:im. Qunlity of the indigenous manpower C1Ul1 of course, be 
increr-sed relr.tively quickly, provided there p.re effective progi-8118 for 
their tr:=-.ining • . 

2S. Performruice of the programs on this score has VAl'ied considerably. 
CADU, the .ICTDA, BAT, and ZAPI h1we pl~ed fl ve-ry effective role in 
trPill.i.ng administrative st~.ff. However most other progra11s reviewed, 
h;,ve been deficient in this respect. While the LLDP, CADU, end the 
KTDA h ,we ca?'l'ied out extensive progr1.111s for the field level staff, 
trAiJ.tlng offered by the remaining progrmns h8B been modest in scope end 
generally poor in quality. In Ethiopia, even the substantial training 
of field staff being carried out by prograllls such as CADU and by the 
addi tioruil nationRll.y-run training centers he.a not been Adequate relative 
to the need. The supply of trPined extension sta.ff remains one of the 
mn,jor constr?inte to expP.nsion of even the very modest level of 
services thot the Minimum PnckAge Progra.m aims to provide. Low levels 
of technical. competence ronong the field stnff P..nd poor incentive systems 
rem11in an equally severe constrr>int to improved performence in Kenya 
and Tnnzsnit!.1 al though in compi>rlson with Ethiopia the latter two 
countries have been better endowed in terms of numbers of extension 
workers. JI (See Che.pter III.) 

26 . This r-0ises a. question as to whether programs directed ct low 
income tp,.rget popul.~tions can indeed cerry out training on the scale Md 
of the qu.?li ty which are essen+.iel for providing a guaranteed minimum 
level of services to r.'ll the low income rurnl populations in the fore
see~ble future. Substrintitl investment seems to be necessl!ry in training 
progrruns to rel.e~se this il113jor constri;.int. To improve the content of 
trPining and to make it prrctical.ly oriented, trr,,-.ining programs c~in of 
course be linked to specific rural development programs. 

27. Obviously, the need for formPlly trained manpower is le.rgel.y 
determined by how delivery of agricultural services is org?nized. Meny 
progrRms follow conventional forms of credit administration b~sed on 
complex criterii> of creditworthiness of the npplicruit, which involve 
processing of 1' number of complicPted forms. These administrative 
procedures ~re highly dem1mding of sci:-rce trained menpower, e constraint 

l/ It h?s been frequently observed thnt developmen~ of tn effective 
m~twork of field st..--ff m;·y be ensier in Ethiopi~, where the slate 
is clc~n, th:m in Keeyp And Tan7, l:'niP where ndministrative reform 
poses P m~jor constr~int, but seems fpr more difficult to bring 
r•bout. 
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t hicr. l imits the nwnber of smR.11 fflrmers th8t Cf'.Il be repched through 
c :-cd.1. t . (See ChPpter IV.) Si.mil.Arly, the use of personAl visits 
:·:. th r-: ir4·~roduction of innovntions, .~n :-:pproflch followed in many progrAms, 
·:"r.s tz·icts t.henumber of farmers th:,t can be reEiched through extension 
,er.r.:.ces. (See Ch2.pter III.) All too often, the !)dministrfltive .systems 

'lf ed in t::1e deli ve-ry of services and the manpower they require seem to 
bt. , fr ;,:_, greater constr-oint to the e:xpansion of coverage thtn are finances • 

. 28. The manpower constrr'int nl.so creates ::-, conflict beween 
r e~l i zing growth e.nd achieving distribution, since reaching fewer, more 
r esponsi.,r e fRl"!llers within the target popul.etions is the easier way to 
rea tize growth in the short run. This tendency to concentrate on 
"progressive" or "innovative" farmers wo.s frequenUy noted in the 
programs reviewed. (See ChP...pters III nnd IV.) 

~9 . To tll.evipte this problem some of the programs, including the 
XTDA , ZA..PI 1 CA.DU, ruid WADU, have introduced a modest element of respon
s ibility to the program participants in the provision of extension 
services., in the delivery of credit., and in the marketing of inputs t>nd 
output. The experience of these; progr,c,..ms indicates that., if properly 
developed., there may be substentie1 potentie.1 for locFt1 participation.' in 
the delivery of services. However., this patel"ltid has so far not been 
exploited. sufficien~., priruirily because the knowledge .<1.s to how 
to o:rgrurlze such services is limited. Whether the pl:mners of the programs 
:i:re expvtriates or indigenous administrators, their underst:mding c f the 
t:.,- ,'tdi tionnl rurP-l people and of the local lea.dership p:>tterns often seems 
poor. There also seems to hRve been lit Ue tendency to irmova te i n 
org~nizing services and little willingness to delegate responsibili ty to 
t h.e rural people . Reviewers of the programs .emphasize that the pfl t ern::ilism 
of progr.'.'m odJninistre.tors is one of t:.1e severe constr.dnts to development 
of strong viable local orgf'nize.tions. This attitude tends to lefl.d to 
excess1.ve protection nnd subsidizetion of local organizc>.tions et the 
outset, resulting in inefficiencies ~nd ~ leek of willingness on the part 
of the rural people to shAre responsibili cy along with benefits. 

E. Credit Policies 

JO. In the progrP..llls reviewed tnrget popuJ.etions hnve been eligible 
for short term ins ti tutionel credit at en a.nnual interest rE1te of 7 to 
12 percent, provided they meet the criteriP of creditworthiness. Al.though 
these cri teriA v11-ry substroitiA.lly be ween progrruns, they Are generally 
cwnbersome. In some cases, the requirement of a. downpayment -- which 
the poorest farmers often cannot afford -- excludes maey fnrmers from 
credit services. Despite this fact, the credit policies in the programs 
reviewed. ht>ve by P.nd large not been discriminatocy tow1>rds the low income 
groups. Nor hP.s the o.mount of credit distributed in these particul.ar 
progrruns been restricted by the supply of credit. · Rather, in most cases 
the DVailRbility of manpower to e..dm1n:ister credit and the profitability 
cf the innovations 'lffecting the demand for credit seem to have been the 
critic -:il limiting factors in reaching smnll farmers. (See Chapter Ill.) 
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Oftan during illlplementa.tion, in the quest for measuring BUCoess of the 
progrn.ms by the number of farmers reached through credit, these constraints 
~ppe,c1r to be overlooked' and emphRsis plP..ced on credit expansion. When 
ir..illOVl'ltions are profitable, however, the rep~nt rate of even the lowest 
:income farmers c-"'n be as high as, if not higher than, that of the large 
t:>rmers., RS illustrated by the rural developaent prograas 1n Ethiopia. 
(See Chapter m. ) 
31. Since priorities JllUSt be este.bliahed in the use of sea.roe 
11di~1.niatrativemanpower., in the initial stages in me.ny of the progrBllla 
reviewed the developnent and extension of technology- and the 1lllprovE111ent 
of the 'marketing systems seem to have been far more cri tice.l before 
credit couid beeome the central focus of the programs. When profitable 
:innovations and markets for output exist, even amal.l farmers are 
frequently noted. to purchase inputs with cash or to organize themselves 
spontaneously to t,=ike advantage of group s·ales, as illustltated by the 
Modified Input Areas in Lilongwe. Where feasible, it therefore seems 
desirable to encourage such spontaneous group or C!tsh sales of _inputs. 
'Ihis i::.pproach has t..1e a.dvan tage of minimizing complex credi. t adnini-
s tra tions, of mobilizing rural savings, and of developing vi-able fermer 
organizations. Alternative approa.ches to credit adJDi.nist.ration suoh as 
an input subsidy also need to be explored more systemetical.ly-. The 
irogrrons reviewed have, however, rarely departed from the credi. t focus. 

F. Interregional Allocation of Reeource1 and Part191pat1on 

32. There are several special features of the African countries 
which see.'11 to require particular attention if 118.ss participation of the 
lowest incorc.e groups is to be realized in the f-0reseeEtble future. A 
majority of the rural population in Africa ea.ms low incomes. Although 
rel.<itive inooae di.aperities. a.re substantial, with a tfM obvious exceptions, 
incomes of even the prosperous rural classes are genera1ly low. 1/ The 

1/ Although A tea farmer in K~a earns an annual CElsh income of $40.00 
compared to $7 .00 earned by a subsistence .fa.mer, he CP.n hardly be 
pl.aced in the class of the Latin American lat.i.tund.1.a. The rele.tively 
equitable income distribution in A.f':rica is underlined by a comparison 
of the proportion of the national income going to the lowest income 
groups in Af'ricn And in Latin America. For example in Keey-a and 
Tonz,=ir.ia the poorest 20 percent of the popuJ.a.tion earn 7 .o and 9 .5 
percent o·f the national income respect.:1.vel.y, while in Brazil e.nd 
Co1ombia the poorest 20 percent eAI'Il 3.5 and 2.2 percent of the income. 
(See Irme AdelmAn and Cynthia Taft Morris, "Who Benefits 1'Nll F.conomic 
Development", International Meeting of Directors of Develo]:lllent 
Research and Training, Belgrade: August 28-.30, 1973, Appendix.) 
The problem in Af'rioa. is, therefore, frequen~ one of fostering 
participation o.f the poor, rather thau attaap~ an exclusion 
of the "rich 11 • 
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low income population is not concentrated in a few regions, a.s is the 
case in some Lntin American countries, but encompasses the entire rural 
sector. The widespread incidence of low pro due ti vi ty snd incomes meens 
that in Africa potantiaJ. target groups are large relative to finances 
And, in particular, to the trained manpower and institutional capability 
~aila.bl.e for planning am imp1ementing rural developaent progralllS. 
Therefore, if Jlasses are to be "reached" and if their development is to 
be viable in the long run, the prillla.ry emphasis in rural develop111ent 
programs has to be on establishing ·s. few clear priorities ~has 
increasing productivity, genera ting additional resources, and equally 
important, augmenting indigenous institutional capability to undertake 
the more complex tasks of development over time. 

33. Intensive dev.el.opment of certain high value export crops or of 
high potential regions, is therefore, often justified, not only' because 
of its direct impact on the selected target populations, but tlao becaui,e 
of its potential to generate substantial additional. resources .tor 
development elsewhere. 

)4. However, e.s has been pointed out earlier, emphesis on intensity 
of services in en eEirly stage of development may also divert scarce 
manpower and financial resources away from other regions or activities. 
Further, even if it generates additional resources, the form in which 
the resources are generated or the institutions that control the 
resources mny not in practice alwnys ensure the mobilization end al.lo
CP.tion of these resources to other low income regions. This is one of 
the many dile.mme.s .fF1ced in rural development. It would seem, however, 
the.t in many cases the objective of ma.ss participation of low income 
groups mey be better served by a more equi te..ble allocation of resources 
at the outset to ensure a minimum level of institutional development for 
removal. of the most critical. constraints before a few regions benefit 
from substantiPlly grea.t,er allocation. There are., of course, exceptions 
when unusually profitable opportunities may justify intensive development. 

35. In several. programs the argument against initial intensity can 
be made particularly strong in the case of investments in social services. 
Social services are strongly in demand in most progr?.m areas and can be 
frequentJ..y juatified on the basis of "need". ConsequentJ..y, both in 
'top down' integrated programs such as the LLDP and SODENKAM and in 
'bottom up' programs such as Ujamaa many social services are provided, 
often without ins ti tu ting mechanisms for generating additional .fiscal 
resources in the progrE>.m areas, with.out examining economic ways of providing 
the services, with.out training addi tiona.1 manpower ::ind with.out developing 
the necessary institutions to ensure their long-te:i.,,. Yiability. ·These 
oversights may occur despite the feet that the .intensive provision of 
productive services hes led to considerable increAsee in ~comes in some 
of the program :u-eas, such ns the LI.DP or SODENKAM. (See Chapter VI.) 

J6. Pr>rticul;:irly because lllE!.ny social. services such as heal th 
facilities involve substantial recurrent budgetary resources, ens'lll"ing 
their continuity without additiomll resource mobilization means either 



continued reliance on foreign assist~nce or diversion of resoa:rcea troa 
productive investments elsewhere. This diversion of reSO'al'Oea aq 
frequentJ.¥ a.ff ect long term growth as well as diatl"ibution,. aa ~a J·e~ed 
m'.:"y be the cAse in Tansanie .• 1/ The knavledge ot tlle eU.ot of 11001.al 
services on increasing pmduc"liive capacity as distinct ·froll illproving 
welfpre must of course be highly region specific. -Such knoldedge is 
gE'llerally very poor. Wh81."e sociel services cannot be justified on the 
bRsis of extreme need on either productive or 'welfare sroUftda tbe question 
of their initial e£ficacy focuses on the interrelated COD81.derations of 
long-tem. feasibility arxi regional equity-a e.g., why shbuld -people .in 
Lilongwe benef'it from substnntia1 productive services, intensive land 
use planning, roads, soil conservation mee.sures, water S1JPPl1' and heal th 
clinics, wh11e several other regions in Malawi do not receive ·even the 
minimum level of agricul.tural services? 

37. Through their visibility and the "demonstration effect," 
integrated programs have ·undoubtedly helped to focus attention on problems 
of rural development, RS is evident fl:-om the role of CADU in energizing 
the Ethiopian Ministry of Agricul. ture e.nd in getting e. DlB.ssive rural 
developnent effoi:t under wey. However, where the pee.sentry is poll tically 

. conscious, as in K-enye, e. few regionE>l programs can al so generate 
subst~ntial politic al tensions. This part]Jr explains the rather 
lukPwam enthusiasm of the Kenyan governJ1ent towards reg10?lll1 progrAll81 
so lnbeled, since the SRDP got under way. 

3. Iristi tutional Developuent in the Past. Prograllf 

J8. Constraints Are nlso imposed by inadequate development of 
PcbllinistrPti~ comercial and elective institutions which hA.ve had a 
pr"ofound effect on the scope for development of the· subsistence sector. 
Ins ti tuti.:mAl. developnent takes time. even if the commitment to its 
ree1ization exists and the neceese.ry decisions for its development a.re 
mpde. FrequentJ..y, however, the time r equired for institutional developaent 
end the chz:mges in the distribution of political and a.dlrdnistrative power 
that such development implies deter policy makers from taking tJle necessary 
steps, despite the attention that institutional. reform ~ ·recei. w in 
policy pronouncements. 

39. Besides, for political, administrative, psycho1ogicel, and 
other conve~tionel ecc~omic reasons, success is easier to •measure' 
when it is in the for;~. of an imnedia te increase in the amount of 
f ertilizer distributec., the Illlillber of heal th clinics established, or the 
nWllber of' Uj8ll8.a vill.a.ges settJ.ed, than when programs eirll at bringing 
~bout participation more slowly and indirectly, as . for instance by 
simultaneous~ increasing the adll11nistrative capacity of ADMlRC to ensure 
that the fert.1.+izer will be distributed in the progr8lll areas after the 

]J See ChApter VI. 
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progr,..m phl"·ses out, or by developing viable loctl organizations in ZAPI 
t.h..-,t can plE>.n Find implement henlth clinics, or by improving the technicP..1. 
~nd ndndnistre.tive ooapetence of the local leaders to organize and 
i.lllplement UjRJll.8.n villRges. 

40. This is why it is :inlport:mt to exsnine the perfonuance of the 
SRDP in Keeys nnd the decentrelization in TanzP.nia. For unlike the 
integrated programs these two efforts haw been undertaken ostensibly 
with the obj·ective of improving insti tutionPl capability and self reliance. 

A. Decentralization of Administration 

41. For several. res.sons the SRDP has had a rather limited success. 
It seems to have lacked the commitment of high level Kenyans necessary 

1 to bring prestige to the concept and to push the program through the 
many difficult domestic ru!ministrative obstacles., including obtaining 
.funding f'rom the influentiAl but conserv1:ttive .Trea.suiy. Such tasks 
could prob,ibl.y not be carried out by expatriate technical advisors, 
even with the grentest of will and collllllitment to the SRDP concept. 
(See Chapter VIII.) 

42. For short term politic el. reasons far too mroiy quick results 
seem to have been expected of the SRDP, even though local adrl11nistrF1tors 
responsible for plann1ng were inexperienced and lacked technical ability. 
In practice, the SRDP has therefore suffered from e kind of 'schizophrenia '; 
on the one hand., it hes been expected to serve R pilot function and thus 
be inpovati ve in bringing About administra.ti ve improvements, and on 
the other hand it has been expected to show immediate visible results. 
There he.s ala, been considerRble reluctance among the administrators in 
Nairobi to delegate authority to the provinces and districts and unwillingness 
in the individual nli.nietries to coordinate their activities. 

43. The SRDP hP s, nevertheless, mpde a modest beginning in improving 
district planning and implementing capacity and in institution~lizing 
an administrative system to improve interdepartmental. coordination. 
(See Chapter VIII.) The disappointment with the program is not Fl resul. t 
of the limitations of the SRDP as much as the fact thAt, in planning 
the overP.ll di:,trict decentreliz2.tion exercise in Kenya, many of the 
same mistAkes seem to be repes.ted. Little s.ppears to have been learned 
.t'rom experience. 

B. Developnent Administration and the Role of Elective Bodies 

44. The Tanzani.A?l effort has benefited from , . . ~ :.unense national 
commitment to the idea of decentralized and participatory administration. 
This is dree.dy reflected in the greater delegation of authority to the 
regional e.dministrP.tions and the more explicit role given to the poli ticel. 
party in rural development planning. Th--., Tanzanian experience is too 
new to be able to assess its per!orm:mce. Neverthel.ese . its potential 
for P.ccomplishments ,<lnd its possible limitations are beg1nn1ng to be 
~ppnr.ent. 
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45. n.e Tanzanian snphn sis on regionAl equity 1n the all.ocation of 
re~wrces ;j.a wort.by of aaultition in other Af'r:loan countries. However, 
the i:!?.ore~a~ role of the electi.ve bodies 1n plam1ng 8NII to have led- to 
the r-' :U..OcPti.on of f1-1r too high a proportion of the devel.opaent e.xpendi ture 
to proviaioJJ of soci11l services, w1 thout a. commensurate effort e.t 
resource moldJ.ization. Perm3ox1cally, welfare eJq>eQd1 tures on such a 
sCf.:.le r.:pp4'a.i- ~ hnve been possible me1nJ7 beoauee the aapl:l.asia on sel!
r e1ir>nce hA• . P.ttracted donors to Tanz:,nia, le,i.ding to a considerable 

. increase, ·~_. the short run, 1n the avillal:dl.it," of reao11rees. (See 
Chepter VI.) In the long run, increased competence of the regional 
ead.u~s t.ratore cen exercise an illlportant influence 1n briDg1Dg about e. 
mo:r-e r e.ti.on.al alloce. tion of resources and a lll'Jre e.f'fecti ve use of the 
re30trces _el;located. This is ~ considera~ greater attention needa 
to be devot;d in donor assisted prograu· to iaproving the indigmous 
plimmng and 1.mpl•enting capacity. In the prograu reviewed, including 
those in JCeqra and Tanzania, donors have taken an exceaaivel;r short-term 
view of n.14~ Thq hs.ve tended to design their Olfl1 programs and to · 
implement ti!• mainly so as to evoid risk of "failure." This att;i tude 
hes of oourae been reinforced by the frequent lack of national. will to 
make policy decisions that touch upon the existing diatribution of 
political ~ Ad.m1n1strative power. The role of technical A.ssistance in 

: :1Jlprovillg t.,. indigenous planning and implementing cape.ci~ has, th~efore, 
; been fer ~ of its potential. 

C. The ac;le 91 Spi-.lutoppmoup ,ldaip.istrat.1.ve St;r:yct;qpp 

46 . A.a th.e tJ.ae approaches for transferring adm1n1strative respon-
sibility for 9011e of the autonomous integrated rural developaent programs 
from the projtct l!.Uthorities to the indigeooua a<n1n1strat1.ons, the gap 
between the )oapabilit;y of the taro adJainistre.-t1ve syst•s h8.S ·becoae a 
subject of pa;ttl.cul.ar concern to peraons iJffl)lved in dee1p1ng rural 
develo:p1911t -progrAJ1s. 

47. · Paradoxicelly, the institutional. gap seems to have er.1.sen 
bect:t.use the ::mtegrsted programs he.ve accoapl.iahed far too 11~ viaible 
results in too short a time period and therefore have been able to 
allocRte onl;r a limited time snd effort to developaent of iutitutiona.1 
cap1-1.bility.. The .gap exists at three levels. First, the indigenous 
regional Rdll:f.nistrations do ,not have the cepabili t," to carry out the 
policy and coordina.ting functions at the regional headquarters~ 'nl.ese 
are now being carried out by autonomoua adm1n1st.rationa. This capability 
is c:ri tical tor P.,dlllinistering oomlll.ex intecrated programs aiJlce they 
invo1ve acti'Vities of a number of departments and local govel"Dlllental 
agencies, as tor instance agr1cu1ture, transportation end health. 
Second, the insti tut.ions to handle the ooaaercial o.apects. of the prograu, 
such as · agricultura.:. credit and input and output marketing, either do 
not exist--since t1 e programs have handled these functiona--or do not 
ret. have .the adliinistrative capability' to manaae the activities on a 
scale on which the programa have carried thea out. Third;, the loca1 
orgPnizations and l ocal. adlllinistrative uni ta being developed by programs 
do not correspond to the existing local govemmental institutions, raising 
difficult questions relr ted to maintenance and expansion of the various 
locRl services. 
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48. The LLDP is now faced with these complex problems. Al though 
CA.DU ll!ld ZAP! have been more effective then the LLDP 1n training indigenous 
a dJld..nis tr~tors, their progress 1n establishing liaison with the regional 
.,dminiatrationa, 1n developing commercial institutions, and in fostering 
vigorous local 9rganizations seems to have been l1mi ted. 

49. The experience of the integrEi.ted programs indicates that if 
there is not · to be a considere.ble "sag" in the program activities e..fter 
expetriat~ manegers have departed and project authorities hPve disaolved, 
prograru, wcy- hAve to undertake only those a.ctivi.ties on such a sca1e 
which, 1n the foreseeable :t'u.ture, can realistically be taken over and 
man sged. by' indigenous menpower and institutions, even with . am~itious 
assumptions about manpower training and insti t ut.tonal develoJX11ent. 

4. Imp1icat1ons of the Findings of the .ARDS 
for Designulg Rure1 Developnent Programs 

50. The past experience r eiterates severa1 special. features of the 
.U'ric l'ln countries which seem to need greater attention in designing 
future prograJDS than they he.ve often received 1n the past, if the other 
objectives of rural development ·are to be realized. 

51. Because the bulk of the rural population in Africa is poor 
Rnd because this poverty is spread over the entire rural sector, 
"target groups" 1n Afric a are large relative to the financial. resources 
and 1n particular the trained manpower and the institional capability 
.f:requentJ.y a.vailable for developient. Therefore, if the emphasis in 
rurAl developll8Dt is to be on mass participation and on the viability of 
the process of rural developient, it would seem necessary that rural. 
developaent prograu be viewed. as part of a continuous, d;ynaJl:ic process, 
rether than as an 'extensive' vs. an 'intensive,' or a 1JlaXUllUlll 1 vs. a 
'nrl.n:iJnum' effort. The emphasis on mass participation al.so means that a 
sequential approach may be necessary in planning and 1.a~ementing a rura1 
develop111ent strategy, involving eatabliahaent of clear priorities and 
time phasing ot activities. 

52. Given the low productivity of the subsistence rural. sector, 
for a variety of reasona discussed earlier, in~ oases en initial. 
emphA.sis on broadbased increase in productivity through a certain Jlin:1.muDl 
level of inst;itational develo:paent, J18Y weJ.1 be a more effective way of 
ensuring vialiility of 118.88 participation than the substantial initial 
concentration of. reaouroea in a fflW regions. 

53. Solle constraints to improv•ent of productivity, SUCh as lack 
of a profitable technolos:7, ineffective extension and inedequate 
fertilizer Jla1' be collllOn to a1l of subsistence agriculture. Wherees 
others such as ill heal th caused by' mal.Arle. (in the· aq,uatter sett.leant 
in Kenye) or the ine.dequate incent.1.ve syatea and organization ( in the 
Uj Rllla~ villl'lgea) •"Y be locetion specific. .l single pack~.ge is therefore 
not universr.illy aj>pliceble. The establishment ot priorit.1.es needs a 
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colllbinn.tion oft a tw cri tl.cal general interventl.ons applicable to several 
regions a.lonk jd th eapiasie on developnent ot oapabili t,- of the regional . 
sdllinistrf:lt~ to iclentit,y and aaeliorRte additional constraints specific 
to iDdivid.wll r91ions . However in all cpses, including the co.se of 
priori ties t.he.t aq be established at the national level, the effectiveness 
of i.Jlpleaente.~ depends on the e!'ficiency and the coord.inatillg ability 
of the rsgiond ad1tbl1 strat1.ons and of the genm-al institutional 
development at, the regi.one.l and local level. 1his is why e. regional 
fooue in dnelo)ilent is necessar., troa the outset even when a broad 
coverP.g\l? of aeJ""li.ces may be ~i.Jlled at. This is 80 partic'\ll.arly if more 
coapl®~ IX"'OP"_., involving a. number of sectors are to be planned and 
illlplem~t d J,7'ireg1.ottel adll1n1strations over ti.Jle • 

.54. The first step may ~·ell be to improve regional l'!dministrative 
cP.ptil:~i .,:r for · effeot1Ye ple.nnug and implellenting of programs directed 
towarca cilly a fev productive ~ctivi ties, inclllding food crops. Attention 
to food c.rop production seems cri ti.cal since a :majority of the low income 
populsttor;. derives its livelihood fro11 this e.ctiviv. The results of the 
mixed crop aa,toach ere alread;y noticeeble in the more recent integrated 
rura1 develo}lllf!lllt progralllB. However, they heve been confined to a few 
regions • 

.55. Th, sequential approach implies ef'forts to improve indigenous 
instit· ... tiGnal ~ technicP3.. capa.bilit;r in severAJ. regions. If per 
cepits !'..g".tiQ'1ltura1 production is to 1ncrea8e, the .f'irst phri_se of 
sequentie . .L. development may involve an objective of' achieving an overall 
annual gro~tb rate of 4 to S percent. The time required to achieve such 
r-n annual. grow:ttl rt:1te Ji2.y, of oouree , vary betwemi regions, depending 
on the:b.- po t4imti81 and on the e.f'tectivenees w1 t.h which the necessary 
ste:pe ez-ie impl•ented. However, the first pheae of' developnent may 
be plF....n;ncd :tof'\ to 7 7e~rs. In e ff!!fl CA.sea, where rai effective 
technicl'l ll a :.lfnstitution~ cap2.biliv to coordinete and deliver the 
neoessPry se~ea alreA~ exists, the r1rst phase of devel.opaent may be 
skipped. tm-

+ 1 

56. Increased intenai ty in agricultural. services of' the type 
undertaken in ~tegrated progreme including improvement of the overall 
f~:rming sys~ ·t,11rough rotational 1.aprovement, 1ntegretion of crop and 
livestock production, soil coruservation, and land registre. tion, 11ey 
constitute ~e second st..'!.ge of developaent. Realistice.11.y, the overtul 
growth rtite o!' prodalot1on mq ~t exceed 4 to S percent per MnUJll even 
during the second i:flP.se. BcllPeYer, consolidation of the growth ra.te 
through c. more dlverai.t'ied agriollltural prodllctifl.t,' ml!y requir e l'ID 

intensive effort. 

57. In · tbie er.se the bridge bet.een the first And the second steges 
of dev~lopment 1, land uae plenn1ng. '!'he intensive effort needs . 
consid~rable ~cal and ad!l'.1n1 stretive 1npttt both R.t the planning end 
iJllplem~ti!Jg 9t8Jea. 
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58. To plan a stra.tegy for intEnsive agricultural development, datP 
Pre needed on 1'11ctors such as: agroclimP..tiC zones--including soil 
condi tious., r:e?infall. patterns, present yields, existing farai.Dg systens, 
erosion ~nd fertility problems, density of settleaent, sociocultm &. 
fPctors, ~nd on opportunities for expansion of cultivated area 8llC'. 
gr~zir.g lend, required investaents in road and water develoi;nent , soil 
conser.-Ation, ,md the opt.1.Dlal farm.ng systau (i.e., crops llell8gement 
pracuces, rotRtions, etc.). 

59. The dAta gathering And planning of this second phase may be 
colti.b:.noo with the implement.~tion of the first phase. Phased planning . 
has several advantages which were not derived 1n many of the programs 
reviewed. It :mey allow greater first h.imd. knowledge of the specific 
teol:,..o.ical, a<binistrative end socio-cultural constraints. It may also 
pamc! t grt.ater indigenous participation in planning. Both these factors 
n.:-s .'....1~:r tant for improving effectiveness of the strategy. The phased 
&i,,proPch m.gy elso f acilitia.te ·training of indigenous manpower geared 
~:'~a~"l ·~·-.a:..ly to planning and implementing regiontl programs. F.qually 
im.J.X; ...;· ,,&.:t..> it mE-J.y al..!.au a. :::-elet.ivt:.l.j bRle.nced national coverage of 
services in the foreseeabJ..::) future. 

60. !<'or a variety of reeuons discussed earlier planning and imp..!.e-
mentr.tion of services such as colllJllUility centers, drinking wa'ter supply, 
hed th clinics., promotion of small scale processing ,md servicing., 
women· . extension progre.nu,, etc., require considerations substantially 
d.Lfdi···..-,nt .f:rom. those in agrioul. tural planning. It seems necessary to 
al.low grea.ter scope for social choice and for local participP. tion in 
t.l'1e orgPnization and delivery of these services. In Jll8ny cases such 
phnning lllAY h.<ive to wr:dt until the second ph~se, i.e., until incomes 
and demand f or such services increase, local administrative cap!'!bi.:i..:Lw 
for plPnn:'...ng nnd c·oordinating such progrP.ms is developed, mechanisr.!3 
fo::- raisi..,g fiscal resources are instituted and local. ins ti tutionS:. 
cP.pP.b:. t :; to plan ond :un.plement progrAlllS is fostered through ::in explicit 
e. :p~-:. ~:, .::. on the necessary preplanning in the first phase. 

61 • Given the substantial shortage of trained manpower ~nd a.dlllini-
strt• ti ve cap8.city, iil each pMse oF1,y t hose components which ere not 
likely t..c ':>e undertaken w1 thout pl nne c: public intervention may be prov ided. 
These of course Vflry substantially between regions dependir..g on \.'~">.at does 
::-nd does no t exist in the form of institutional development . Therefor e 
no bluepri.nt for planning is possible. However, in the first phase 
Jll'vviaion of technology, extension, inputs, . lllP.npower training and a 
f eeder rood network ma.y be the most frequently needed components. A 
i'Pc1.1.lta tive role may be provided in .tbstering other L,..:tivit:i.es. For 
inst:,nce, enoourPging cnsh or group purchases of inputs may be desirable 
where the savings potentitl in the tra.dition:u. society is del'lt)nstra ted to 
be signifi ant. Once intensity of cult:i.vPtion increAses end manpower 
nnd institutions ~re developed, credit mey become the major thrwJt of 
the progrPms. Marketing servicel'J may Also fall in the category of a 
f~cil i t "ltive development ;it fin e~rl.y stRge. The initial emphasis may be 
on providing intermedhte forms of interventions And on improving the 
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'::Yrg;:.iu::1."lg position of the fe..rmer, for instance through conatruc~ of 
public f<-cilities, tor se11sonrl storage, i.mprove11e11t of ro11.ck and •rket 
informntion systems, AJld st8nderdiznt1on of weights and aeasurea. 
Introduction of high cost ndlllinistrative market.:Lng IIODOpolies or hurried 
devt::lorment of farmers• •~rket.:1.ng orglllliz~tione should parhspa be 
,...voided in the eF.rly st11ges. Such organizations. are 11kel7 to develop 
more spont,,neously once the preconditions for their developaent are · 
C'SU?.blished. 

62. Gi v~n the extreme constraint of trained aenpowEr, even vi th the 
est;,blishlnent of priorities in provision of services, :mass pe.rticipation 
rerel.y seems feasible in the short :nm through d.eli'Vel"7 qstelle oriented 
towards individual fBrmers. '!'here.fore, some del.egat.1.on o.f reaponai.td.l.11'" 
to the rurtl people is necessary. ~ recent prograas have e1reacv 
m2de n beginning int.his direction. They hPve shown a considerable 
potential .for success, provided local involvEllant is promoted gra~ 
Pnd is P.ccompanied b., a genuine delegation of responsibilicy- to the 
rurPl people. 

6). Considerable emphasis on the training of fial.d end adJl1n1-
strative staff is needed so that the intensity of services and the ?JUllber 
of serviC'3S Jllf!y be increased gradually over ti.Ile. Manpower tra1n1ng 1• 
cri tj_cfll to echieTe production te~ets, as well as t.o broaden ])8l"t1.cipat1on •. 

6h. F:inaJJy and illlportantly, the past programs indicate that if 
the process of rural developnent is t.o be viable, there is not only the 
need for expansion of acbinistrative coverage but also for emphasis on 
improvement in the perf'omance of the indigenous adlllinistra.tive syateaa. 
Technical a.ssistADCe may be needed not mainly to ~nage projects but to 
"Ssist in developing locRl, region.al and national capabili. ty to plan and 
implement rural devel.oi;aent prograJ11S. To realize this objective 1 t · 
seems necessary that ne.tionel.s be actively involved from early stages of 
project formula.tion And implementation. It Ell.so seems desirable ths.t 
e.xpatri :~tes not be highly concentr2.ted in project authorities in which 
ef'fecti ve interaction w1 th local stllff and indigmous adllinistrat.1 ve 
institutions is frequently inhibited, h8Jlpering the developaent of the 
latter. 

6';> . Wherever possible teclmical assist.a.nee needs t.o be provided to 
develop adminis trative systell8 which incorporate cleer de.finitions o.f 
objectives and targets, ways of im.pleaenting and evaluating these targets, 
md inc entive systemu, which v1ll encpurege illlprOTed adlll1.nistrati ve per
foI'!llc'.nce P.S me11sured b7 the reelization of these targets. 

66. The sequential approech attempts to reconcile several desirs.ble 
fer>tures from the progre.ms reviewed. First, 1 t points out the frequent 
need for broAdbased developnent of the subsistence sector. Second, it 
underscores the crucial role of indigenous l11llnpover and 1nst.1.tutiona1 
c~p,-,bili ty , not only in the e!fect.1.veness w1 th which interventions are 
:implemented but in plR.Illling rurRl develoi;aent programs to tP.ke account 
'Jf v~ri,•bility. It therefore, points out the need for emphasis on 
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Jl18.llpower P.nd ins ti tution;:i.l develoi:me~t in enrly stages of program illple
mentR. tion so as '00 evolve programs in scope over time. Third, it views 
in.crease in productivity of the subsistence sector i:i.s trequently COD8ti• 
tuting n major, but only tlie first step, in improveaent of the welf'~e 
of subsistence rur,µ. PQpulntions. 
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INTRODUCTION 

FAO/World Bank Coopero.ti ve Pr,0 BT2 .. n r.1e 

LfuID DEVELOPMEHT FOR IRRIGATED AREAS 

1. In the followinc- notes technical and econoi:1ic factors in the 
developr.ient of irrigated lands 2 .. re discus sed. The note s are directed 
prir.mrily to India, but they have general r·elevance to other areas where siuilar 
c lioatic , soils, and social conditions are encountered. 

2. Land developr.i.ent for irrigation aims at achieving CTaxi.mun efficiency 
in land and water use within the economic sociologic and other constraints of 
the particular area in ques.tion. The r!leans of achievini:; ·this result in a 
particular project area are influenced by a nur,1ber of factol'S discussed herein. 
The notes conclude with brief analysis of several typical project situations. 

DEFIN I'l1I ONS 

3. For the pm.·po ;::;c of this discussion an "outlet 11 i s the 1 cfs to 1Y2 cfs 
· structure controllin~ releases fro1:1 an i r rigation syste1,11 and servin[; a 11 chalc" 
of 50 to 100 acres. Tho chal: is typicc1.lly divided into "survey nurnbers 11 of 
J a.ores to 20 acres, the survey number be ing the unit of land ownership at the 
time of the last r.;ene :..'al end.astra l survey. It haG genera lly been since 
divided through in..1-ieritance or sale into "parce ls", the pre sent m'1it of 
individual O\mership. A cultivator r,w .. y have several pc.reels \'lithin a chalc, 
the total comprising hi s 11 l1oldi ni'' 1..Ji thin that chal;: . A parcel 1;1.ay be divided 
into several fields for purpo8es of cultivation or irrigation. A field in 
turn r.iay be suhdi vided, usually tewporari ly, by cr.1a ll bunds into strips or 
baoins for irrigation purposes. Land clevelopr,1ent for the purpose of this 
diocussion relates to land and water Iilanag·ement wi t hin the chaJ.c, i.e. "below 
the outlet". Provision of 'oasic infrastructure ( cana l syster.i, main draina ge, 
road8 , ac;ricul tural extension 1 etc. ) in the irrigation area as a Hhole is of 
equal importance, hut is excluded from pre sent discussion. 

OBJECTIVES IN DEVELOPMENT OF IRRIGATED LAUDS 

4. These can be Sllfilffiarized as follows: 

( a ) Delivery of water from the "outlet" to the 1~ord.er of the 
field by field channels with rn inio.um loss and maximum 
reliability of service consistent with econo1.1ic cll1d other 
l imi tntions. 

(b) Lund shaping to permit application of irri gation water fro1,1 
the border of the field to the crop ,.,,ri th minirnw~1 loss by 
spillage or seepage, and 1·rith maxir:n..u:i uniforr:1ity . 

( c ) Drainage of excess surface-,,ater from fields in areas of 
high rainfdl, or at tir,1es of short intense precipitation 
in low rainfall areas . l 



-2-

( d) Prevention of water-lou:;ing in newly irrig::..ted areas . 

( e) Reclamation of existing ,-i-ater-loc~d, saline, or alkaline 
lands in new, or more genel~~l ly in existing irrigated areas. 

(f) Conversion of lands to perr.:i t diversification of cropping, 
particularly from mono-cropping of paddy to inclusion of 
non-paddy irrigated crops in the rotation . 

( g) F'acilitating access for cultivation ~md h urvesting, 
genera.Uy with some regard to mechanization either at the 
present time or in the future . 

PHYSICAL, ECONOMIC AND LAHD TENURE CONDITIONS ~-JHICH KAY BE EiJCOUHTERED 

5. The followinc; n.re typical:-

(a) 

(b) 

Densely populated areas, with holdings [;'(~nerally snall 
(1 to 5 acre8 ) and individual parcels frequently one half 
to one quarter acre or less. 

In contrast to the above, holdings generally large (e.g. 
10 acres 01· 1nore ) with i ndividual parcels usually 2 acres 
or more in size. 

(c) Areas for which intensive irrigated cropping is plmmed 
(e. g. 150% irri gated cropping intenGi ty ). 

( d) Conversely, areas where light L~rigation intensity i s 
proposed , as in suppleuental irrigation ii·! drought-prone 
areas in Central India. 

(e) Areas primarily intended for paddy. Alternatively areas 
intended for a rotation including but not restricted to 
pa.ddy 1 or devoted entirely to non-paddy irrigated crops . 

(f) Areas of irre(slllar terr·ain with slopes {_','enerally in the 
range 1% - 3%, and conspicuously i ncised erosion patte:cn. 
Alternative l y , areas in wnich a considerable proportion of 
the terruin has sloped of less than 11; , with widely spaced 
or rnoderately developed drainage pattern. 

(t;) Are as of shallm-1 soils (variab l e depth of developed top 
soil ranging from 10 c:~1 to 30 cm depth ) in Hhich soil depth 
is a major (:onsideration in land shaping. 

(h) Li cht soils of high infiltr2.tion rate, and conversely he avy 
soil::, with l ow infiltr;:,.tion rate ( frequently presenting a 
surface drainac;e proble:·a). 

I 

(i) Soils on which 11::,,ter-logging 1 salinity and, possibly, 
alkalinity arc alreu.dy a proble1:i, and \·1here soil reclru.iation 
is a primary need . 
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Areas already pnrtly or wholly under irrication , in \·1hich 
the need io for re-clevelop1.1cnt rather than for ini ti u l 
developr,1cnt i 

Jl.reas alreacl;y served by cn.nals, -out where land developr.1cnt 
D.nd utilization of canal w.:i.ter have lac;ged behind canal 
construction. 

I 

(1) Virgin a reas where cnnn.ls are pln.nned o:i:- under construction, 
but not yet in s ervice. 

(ra) Areas where cultivators a lready have sonc experience in 
irrigntion; alternatively , areas i1here c;ultivators have little 
experience and lii:1i ted technical wid finnncial resources. 

PRINCIPAL FACTOTIS IN DESIGN OF 1111:ID DEVELOPii1ENT 

G. In view of the range of conditi ons described in para 5 above, 
individual land development project s may differ considerably in character . 
There nre, however, o. muJber of key issues which raust be considered in alt 
cases. They include the- follmving:-

( a ) System of water distribution on the field 

7. Exc;ludinc for present purpo ses su ch sophisticated systems as sprinlcler 
o.nd corru[_,ation irri r;at ion , the choice is basically bGtween "f\l.rrow" 
irri gation or "basin" irrieation. In the fon;ier case water flows down the 
length of the sloping field in :furrows, or where furrows are not used it is 
[;llided betHeen par .. tllel t er.1por2..ry bunds (border strip~ ) . Supply of '.-later 
at the uppe r end of the field is cut off when the moving stream of water 
renchos tho im1er end. In basin irrrigation the field is subdivided for 
irrigation purposes into flat bas1nu ( up to one half acre in ci ze ) enclosed 
on all four sides by ter.1porary bunds. The basin may be cul tivat.ed in f'urrous 
or not, ns dcsil~ed for the crop i n question. The desired quantity of wate r 
is admitted to the basin (or a sub--basin wi.thin it) relatively rapidly du:cing 
a short interval, afte r Hhich inflow is stopped and infiltration of the 
iri1ponded water occurs uniformly over the whole basin. 

8. The :..-elc.:tive merits of the two types of irater application arc discussed 
in Annex 1. Briefly, the flo!r system requires less labour in water 
appli cation but more d~ill in l and shaping and maintenance of grade . Both 
syotcms can be equally efficient, but under co~cli tions of inadequate 
maintenance or ct.ifficul t soils the "furrow" systeIJ is like ly to be le ss 
efficient than the 'oasin . On the other hand, the "furro\·/ 11 systei;1 , 1dit;1 
fe\le r bunds, is the most convenient if r.1echanical harvesting is used. Thi s 
is le ss of a consideration in r,1echa.nical cultivation , as the bunds for the 
basin system are frequently constructed after cultivation i s conple:ted . In 
tot a l I and excepting paddy- cul ti vatiou \vhere basins are mandatory, flo,·1 
irrigation is most applicable to mechanized, large-scale farr.1ing operations. 
Bas i n irrigation is r.1ore applic;able to saall-scale l abour-intensive fariiling . 
Under Indian conditions preference of cul tivators i s general l y for basin 
irrieation unless the soils nre particularly well adapted to the furrow systen. 
Ho,·1ever, the 'oasins are frequently an adaptation of a long graded field, with 
the addition o:;.· temporar y cross-bunds and temporary field channel. 

. i 

I 

I 
:1 

• I 
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9. The sie,nificance of the above discunsion to the desien of land 
shaping is as follm;s:-

a l onci tudi ,1ally graded strip or terrace, uhich i:, frequently 
the most convenient unit in land shaping, is equally adaptable 
to flow or to basin 1rrigation; 

on the other hand, as Indian cultivators will raost generally 
adapt a sloping field ir.to a series of level basins for ease 
in water management, the longitudinally grao.ed strip is not 
essenti~l 1 and can be substituted by individual 0asins where 
topog:rn.phic or other concli tions so indicate. 

(b) Width of field 

10. The controlline: factors are cost of land shaping and cost of 
·cultivation. In most circumstances there is little difficulty in obtaining 
a field of sufficient lenb~h (100 m to 150 m) to facilitate both initial 
land shaping and subsequent cultivation. (An exc_eption is encountered in 
irregular terrain \Ii th very shalloH soils, when a :·:mch shorter field may be 
1.1andatory). More debatable is the desirable uidth of the field. In 
sloping terrain (1% or L1ore of side slope) where "craded contour" terraces 
are rnost frequently u sed , the rlarroi'JC :c the field the sr.ialler the volume of 
excavation in land sLapinb. On the other hand, the wider the field the 
greater the convenience for mechanical cultivation in harvesting. Coraparing 
fields of 15 1i1 and 30 r.1 width, the following points 0,re noted:-

the volurue of excavation per hectare is less than one 
half in the 15 ra caGe compa red with the 30 r.1 case; 

as laternl lead · is smaller in the 15 rn case, the cost 
of excavation per unit of volwne moved is less; 

surve;y control is much simpler in the 15 m case, bec01-:!ing 
a lineo.:c problera rather than a two-dimensional problen. 

finish levelling ~y the cultivator (followin:3' initial 
rough levelling by contractor) is ;aore practico..l with the 
15 m field thap Hi th the 30 m fieldj 

with sl12.llo1r soils 7 the shallower depth of cut with the 
narrouer field is an i.uportant factor; 

in terrain 1vi th zero to 1% slopes, \1here fields may be 
oriented do1m-the-slope rather than round-the-contour, 
the advante.ge of narroue:'.' fields (~n rei:}1.rd to volune of 
excavation) is reduced. '.rhis is a lso the c.::i.se where 

· •round-the-contour fields are snoothcd only across the 
slope, rather than terruced 1 

mechanical cultivation and harvesting (by combine) is quite 
practical ·.-.ri th a 15 m ( or even 10 rn) uide field, but costs 
per hectar.e for such operations ri1ay 'oe around 2CJ'/o r.1ore for the 
15 m field than for the 30 m field; 

* 
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with 30 u 1-1idc fields the· u.rea required by pcrrnc:uent bunds is 
one ho.l:f that with 15 r:.1 uio.0 fields ( a reducation in 
cul tiv.::i:ted c.rea ·of about cib, dependin6 upon ,.-,idth of bund). 
Thi:_; is offset, to soi;ie e;:tent, by fewer terJpora:..'y 
lon~i tudin.::.J. bunds 1·1i th the narro1-1er field. 

11. In balance, for irrigated farming on 
Ind.inn cultivators, 2. field of nominally 15 
advantage in first cost over a wider field. 
out more rapidly and ui th c;reater possibility 
cul tivn.tor. 

the scale undertaken by uost 
i;1 to 20 n i'lidth has a significant 

Construction can also be carried 
of finish levellin0 by the 

(c) Field drainaga and grad.ini3 of fieldn 

12. Condi ti om: 1i1ay vary fro L, a smidy soil of very high infiltration rate 
in an arid. area, to a poorly perme.:1ble clayey soil in an area of heav,Y 
seasonal rainfall. In the first case conservation of rainfall on the field, 
and erosion protection, 1:1a;y be the r,1ain considerations, rather than drainage. 
In the second case, removal of water from the field dnring rainstorns to 
avoid surface flooding or uater-lo~gin0 is likely to be the principal 
probler.i. In the latter situation, 1vhich is the more 1:,eneral one, St.'.:c'face 
drainage is facilitated if the field or terrace is grn.d.ed down its length . 
A slope of O. './1b to 1% 1.12.y be used. Where the fi e ld is to be cross-bunded 
for paddy or converted to a series of perr.1anent basins in series doi·m the 
length of the field, the above basic slope is still convenil-,1t. It r.1ay be 
readily provided where the natu;_'o.l :.,lope is o.5t or ~.1ore. ldhe1'e natural 
slopes are smaller, however, (zero to 0.5%) the question of 5raded fields 
must be reconsidered. Substantial excavation is re quired if a basically 
level area ic to be re-shaped to provide such a grade. The alternative is 
to leave the fields nearly level (Hith smoothing of local irre&ularities) 
and to provide graded field dru.in::; ( and field channels). This course 
requires r,1ore attention to provi sion of suppler,1entary drainage cho.nnels 
\vi thin the field duriug cultivation than does a graded field. However, as 
i;raded fields t.'.re frequently converted by cultivators to a series of flat 
basins, the need for supplementary drainage on the field to assist flov1 of 
water fror.i the centre of the field to perimeter drains may still remain even 
ui th a norainall;r graded field. 

13. The question of craa.ine of fields in basically flat topography is 
also related to methods of water ctpplicntion. Gradint; is essential if flow 
irrigation is to be used, "!mt not 1·1i th b.::i.sin irrigation. It is I of course , 
necessary to provide gr~e on the field channel in either case, but this can 

- be done without [;rad.ing the field itself. The matter of g;_~ooed or level 
fields in relatively flat lands is of r1ajor ir,1portance in are.::i.s with a 
considerable proportion of lo.rids having slopes less than 0.5%, particularly 
in heavy soils. Gradine; of long :fields can be an expensive operation in such 
circw;istruices, whc;_'cas little wor!c raay ~)c required in land preparation if the 
existing generally flat slopes 2,;_' e retained. It is essential , however, that 
there should lie a sufficient level of agricultural exte11sion to ensure that 
on-the-field drainage niec:.sures are properly applied. 

I I 

l 
I 
I l 
I · 
I 
I 
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14. The above discussi.on refers to grading down the length of a field. 
The question of £.,Ta.de across the field is also of importance where eraded 
contour terraces are er.1ployed, in slopes of around 1% or more. Frequently 
the cross-grade is nacle zero, i.e. the field is ~;.·aded in the direction of 
its length only. In the interests of minimizing excavation, or in sooe 
ca.see for p_Tainage, the field raay, however, be given a cross-gr~e also. 
An initial cross-irade of up to 0.5%, in conjunction with a longitudinal 
erade of the sa.rne order presents no problem, and the field can still be 
adapted to basin i1-rication by minor nodificC'.tion. If the cross-grade is 
as much as 1%, .-;lule the field way still be ma.nn.geable for furrow irrigation, 
it would present the cul tiv~tor with probleras in adaptin~ to basin irrigation 
(unless, as discussed. below, the field is amall in width). Cross-Grades of 
more than 1% a.re likely to cause difficul tics in ,:ater management even with 
furrow irrigation, unless particular skill io used in land preparation, or 
guide bunds are used at close spacing. 

15. The question of acceptable cross-grade is associated with the question 
of width of field. A wide field with considerable cross-slope may result in 
uncontrolled diagonal or cross-flou of water unless intermediate bunds are 
employed. If these are permanent ( as mc.y be ;1e cessa.ry) the wide field 
becomes, in effect, a series of narrower fields. At the other end of the 
scale I if fields are lir,1i ted to 15 m in width between permanent bunds, the 
amount of excavation required to convert a natural cross-slope of 'c/o back 
to 1% or to zero is rel2.tiv.ely sraall and is no longer u primary consideration. 
Further, the work could be carried out by the cultivator with his ovm 
equipment in one or two seasons, provided that the bu:nds were correctly 
located and constructed for him previous ly. This in fact is the practice 
in some areas; with slopes in the range of 1% to 3%, where the initial 
levelling operation carried out by contractor consists solely of forming 
substantial graded-contour bunds at 15 r.1 to 20 ra intervals, \·Ji th or ,ri thout 
ripping or discinc; of the area between the bunds. 

(d) Layout of fields and field channels 

16. Where natural slopes I on average, exceed the desirable lon{;i tudinal 
grade of the field ( 0.5% to possibly l.OJ~) the "gr~ed contour" terrace 
systeo discusoed above is generally the most effective system. The 
direction of the e;radcd contour terrace varies from almost parallel to the 
contours where natural slopes arc steep, to diagonally across the contours 
in more modest slopes. Prim.J.ry field channels and field drains run 
directly do~m the slope. They may serve fields on both sides or on one 
side only. The double-sided arra.nger.ient has the ad.vantage of illiniraizing 
tho length of field chnnnel, and is preferred where circurastances permit. 

17. \'lherc natural slopes, on avcr~'>'er approc~ch the desirable longitudinal 
0rad.e of the field, for minioum cost of levelling the fields should run 
directly doi-m tho slope. In these cil'cu.msta.nce s the double-sided arrange
ment of field channels and field drains is inapplicn.ble ( tU1less the priri1ary 
field channel is on a ridge), and the single-side ar:.angement is preferable. 
ThG alternative is to continue to orient the fields along the contour, 
re-grading to the desired longitudinal slope, and to use the double-sided 
nrrangement. In thiG case the economy of length of field channel with the 
latter arrangement is obtained at the cost of substantial excavc..tion in 
re-grading. 

r· 
. l 

· I 
I 
I 
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18. Uherc na.turnl Glopes are very smn.11 (vi rtuu.lly zero), fields nay be 
oriented at will. Either the double-sided or oinf_'lc-sided arrangement of 
primary field ch~nnels ani field dr~ins may be used. 

( e ) Fi c 1 d channe 1 s z ' line cl and unlined 

19. As scepago losses in unlined field channels cm:u.10r:.ly average sone 257t 
of gross divcrs~ort, the queGtion of red~cing these losses by lininB or other 
moans is of r.16..jor inporta.i1c.;e. Aside from loss of water, associn.ted problems 
are seepage c:.nd water-logging of lands adjacent to field channels, rise in 
water-table generally ( seepa..-::-e from field channels cor,u:1011,ly contributes 
about half the total flow to the water-table from. an irri gation syster.1 ), and 
inndequacy of delivery of water to the lower end of .::. field channel. 

20. Measures to reduce seepa[;e lo::rnes in fiold channels, other thrui by 
lining, include the following:-

keepinG the difference in elevation between water-level in 
the chrumel n.nd the field as small as possible (10 to 15 cr:1). 
'I'hi s consideration opcrateo against the use of plaGtic siphon 
tubes for irri5ation uhere unlined field ch2.i.mclo are used, as 
these cor:li.10nly require r;-reater d~fferential head between 
channel and field; 

avoidinc; small capacity field charmels (other than secondary 
channelG ), and opera.tine charwels intermi ttontly at full--floi,1 
rather than continuously at part-floH; 

co1:1paction n.nd turfing of channels. 

21. Assuming that the above r:1easures h ,we been adopted, losses may still 
be undo sirably hi&,-h in ua.ny circUDr.:;tances. A decision to line should be 
based on specific measu.reraents of losses in ur,lined channels, and with due 
reeard to the cost of associated fec.tures necessary with lined canals 
( crossings, etc.). H is noted that in a typical field channel syste1"!l. 
supplying \mter to individual fields on a rotation basis (e.i;. for four 
hourc once vtee:~ly) the head-reach of the channel may be operating continuously 
while the tail-reaches \·1ill be operating for only a small proportion of the 
time. Over a season the total losses per uctre of channel in 
the upper reaches me,y coasequently be r.mch gre2.ter than the total losses per 
metre of v.nJ' particular portion of channel in tr..e lower reaches. 
Consequently, ti1ere is often rauch greater justification for lining a portion 
(e.g. the upstrea.;;1 one-quarter) of a field channel syste,il than for lining 
the Nhole syster.1. 

22. Lined field chrumels of .'.'..~out 1 cfu to 1.5 cfs capacity, using either 
precast concrete or in-place lininG, can ~e constructed (in India July 1974 
costs) for about Hup 15/- per metre . 

(f) Access to fields 

23. Rights of access to fields in India in both raLJ.fed and irrigated 
areas are based partly on use of established village access trecb; and 
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pa:..~tly on customary corru::unal usace in regard to a ccess across fields. 
Development of an area for irrigation 1dill gr.merall:, Lwolve modification 
or relocation of esta'uli::ihcd tr.:iclrn, which other,-.iGe renain in nervice. 
HO\~evor, the -::xtcnt to which irrigution will inte:..'fcre with customary nccess 
a.cross fields is difficult to deterr.1inc, also the ncod for specific provision 
of vehicle acce::,s to each field. The situation ~nern.lly in i:..'rigated areas 
in India is that forraal access is limited to villac;e-to-village tracks 
tra.veroing the .C:.:...'oa, but that there is e;-::tensi ve traffic of c.r.ir:,als a..Yld 
equipment (incluclinc tractors and trailers) across fields when crops are out 
of the ground. l'Ji th sr.mll-holdings 1 where 0~llock-drmm cul tivatioi'l and 
mn.nuc?.l ha csting c..ro usuc:.l ly the rule, access ic not a proble;,1 at any ti1,1e. 
Eve n \vhere mechanical cultivation ic employed, there is st:.fficient uniforwi ty 
in cul ti vat ion e..ncl plantinG' dates within a vi llago for eqt.ip:.1ent access 
a.cross fields to present little clifficulty. Ho:·:ever, for larger holdings, 
with un incre.::i.sed level of mechu.nization in cultivation and particularly in 
harvestinc, and greater diversity of cropping patterns, there is greater need 
for an access route to each holdin~ which is availab le a t all tii:1e s, 
independent of ncighbourinc operations. Access to individual fields within 
the holding i tsolf c2.n be provided, as required, by the cul tiva.tor hir,1sclf. 

24. Summarizing, the ne ed for perr.mnently availo.ble access for r;1echanical 
equipr:cnt to the individua l holdine depends very r.1uch on the size of holcling, 
tho intonsi ty and diversity of cropping, and the de i :cee of ri1echa..Y1izati on 
anticipa.ted. For srnall-holdinGs the value of land. is aL:;o a consideration. 
While forr:ial access is always an advantage per ~, the area occupied and tho 
cost of providing it, and the need in the particuln.r circumstances, inust be 
considered indepenclently in each area. 

(g) 11ealignrnent of property boundaries 

25. In Indi.:1, property riihts have usually been acquired and boundaries 
of holdings established long before the aclvent of irrigation. To a c;reater 
or le sser extent, dependent upon factors discussed below, these existing 
boundaries are a constraint on land developnent for irrigation, which \·.rould 
be much fucili tated if the boundal'ie s could be reuovcd or realigned. This, 
however 1 is not ahmys a sirnple operation and in each case the technical 
advant~o-e of boundary realignfilent iilust be weighed against the probleii1S of 
currying it out. 

26. The ad.vantag-es of boundary real ignment in a. particular case depend 
largoly on the scale of subdivision of the area into incli vidual parcels. 
h'here subdivision has pro r;eeded do1:11 to verJ smc:111 parcels, particularly if 
tht.!y are of irregula r shupe, satisfac·~ ory land developr;ient for irri gation 
(other than for field-to-field p2..Cldy cuJ.t.ivation) uccornes ali:-1ost i.:ipossible 
without complete rec.1.ignr.1ent. On the other hand, \Jhere parcels are large 
in relation to ti1e area served by an outlet, the technical ad.vanta&-es of 
boundary realignment rnay be of rauch less :3ignificance. 

?.1. ln the context of averac_,;e-sized parcels (in the range fro1;1 2 u.cres 
om tc O. '.> aero) the advantages of boundary reri.li;nment are pri:.,cipally 

the following:-
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(i) fa.cili ty in supply of wate:r· directly to each field and 
drainage from it, with uiniuur.i length of field channels 
a.nd drains ·; 

(ii) facility in layout of Lind shapinc, as the rea.lie;ned. 
boundaries are nade to fit the la.nd shaping pattern 
rnthe1~ thtm vice versa. Also, facility in execution 
of land shaping, where parcels are S!.1al l ; 

(iii) nore convenient size cmd shnpe of field for cultivation 
and irrign.tion; 

(iv) facility in providi;.1c; access to fields for 1.1echcmical 
cquipuent; 

(v) the indirnct advantage to the cultivator that existing 
title cli 'spures arc necessaril~' resolved in the process 
of bm.mdary rea.lignnent 1 ancl the cost of continued 
further litigation is avoided. 

28. Each of the above points Dust be quc:.lif'ied in particuh ir 
circumst ances. Advantages (i) and (ii) arc [,CCnerally applicc1ble, 2.l though 
a.s noted earlier they are most si[,nificarrl; \1here parcels are suall. Item 
(iii) is n.lso influe nced 1Jy size of parcel, but also by degree of 
meclrn .... '1ization o.nd type of irl'i i.):.1.tion. Conve:din[; a square field of one 
quarter acre to a lone narrow field of the so.i;ic size is an ndvanta&,-e if 
flow irrigation is used, but not if basin irrir.ation is practised. Also, 
where soils arc very shallow, and. topography irregulm', fields may 
necessarily have ·~ o remain s,aa.11 and cornpact in shape . •rho advnntage of 
(iv) is discus:Jed in pa;.·a 23. It is agn.in conditional upon size of 
holcling, intensity of irrigation etc. Ite1,1 (v) can be signifi cant , but 
underline ::: the fn.ct thu.t r.1any property disputes do exi::;t and the ti1:1e 
required to resolve them is one of the probler.1s encountered in land 
development with 0oui1dary reali;nment . 

29. As indicntcd e::::.rlie;.', technical factors def'ini tcly favour boundary 
re::i.lignrnent. However, pro·-i1e r.1s encountered in il.1pler.1entation of reali6111-

ment must also be considered. The fol101-1inc; are typical:-

(i) Ir:iprovements already carried out by a cultivator on his 
ori[,rinnl holding, anc.l unwillin~;11esc to change to a 
renli0ned location. 

(ii) Soils of nhallow, v.:i.riable dei1th (e. c; . zero to 30 cm). 
This ai tuc'..tion alno results i n um.ri.llinc;ness of cultivators 
to move. In acldi tion, it r.10.kes the typo of field l ayou t 
and size of field uc,w.lly associnted \{i th l>oundary 
reali 01i;10nt difficult to achiei:e. Cultivators arc fti.rthe n:1ore 
susr>icious of excessive depth of cuttinc in larce-scnlc lc:.nd 
sho.ping oy governL1ent agency in such o..reas. / 

I 
I 
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Traditional attachment of cultivators to family holdings 
of long standing. This may be overcome with persuasion 
and example, but conversion requires time. 

Unwillingness of cultivators to incur the indebtness 
inherent in across-the-board land shaping associated with 
development involving boundary realignment. Cultivators, 
particularly those with larger holdings, may prefer to 
carry out land shaping progressively over three or four 
years with their own resources. 

Cultivators within a chak who are ineligible for credit 
to pay for across-the-board land shaping (there are• 
number of reasons for "ineligibility'', some of which are 
difficult to remove. The amount of credit available 
from the Central Government to cover such cases is 
limited). 

(vi) Cultivators who have holdings in excess of the ceiling 
amount for irrigated lands and who consequently are 
unwilling to participate in land development, and who 
cannot, in any case, obtain the necessary credit from 
any source. (This problem, which does not occur in. all 
states, is hopefully being removed by planned legislation). 

(vii) Unclear or disputed titles which must be resolved before 
the process of realignment is completed. 

30. Of the above problems, some can be removed by negotiation, but the 
time which this requires can become a constraint in itself. A solution 
can nominally be provided to all except the credit problems through legisla
tion which overrides the objections of a minority of cultivators, assuming 
that the majority can be converted by persuasion. However, legislation 
imposing b0undary realignment regardless of the objection of a majority of 
cultivators could only be entertained in a technical situation in which 
there is a major advantage in realignment and a case can be made for 
national interest prevailing over individual preferences. 

31. The question of the amount of time required for the process of 
in boundary realignment has been referred to above. It is noted that 
this is less likely to be a problem in redevelopment of existing irrigation 
areas, where the work can be taken up at whatever pace is desired, ~1an in 
the development of new irrigation areas either in parallel with canal 
construction or closely following it. In the latter case the ~ace of land 
development must be matched to c;:mal construction, if random land develop
ment is to be avoided. The practical rate at which land development may 
be carried out with boundary realignment then becomes a critical question 
in deciding what proportion of development can follow that pattern, and if 
necessary whether some other type of development should be adopted for the 
remainder. A number of such situations are considered later in these 
notes. 

(h) Land development without general realignment 
of property boundaries I 

I . 

32. It is implied in the above discussion that there are certain 

/ 

situations in which· the problems of general realignment of boundar, ~s may 
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largely outweigh the technical advantages of realignment, in the particular 
circumstances in question. Alternatively, the rate at which realignment 
can be implemented may not match the rate of construction of the main 
canal system. In these circumstances, alternative approaches to land 
development must be considered. 

33. It is of interest to note that irrigation areas in which develop-
ment below the outlet has been left entirely to the initiative of the 
cultivators, necessarily without boundary realignment, are widely 
encount·ered throughout Asia. They operate reasonably well in purely 
paddy areas (field to field irrigation) but have a number of classic 
deficienci es in non-paddy areas. These include: 

excessively long and tortuous field channels with heavy 
seepage losses, no proper control of diversion to 
individual fields _and very precarious supply to "tail-end" 
areas ; 

- no systematic field drainage system; 

- very limited access to fields for mechanical equirment; 

- small irregular-shaped fields (of consequence mainly 
in r egard to mechanical cultivation) and excessive area 
occupi ed by bunds; 

poor standard of land levelling; 

usually an uneconomically slow rate of land development 
and taJ<.ing up of water usage. 

34. Systematic land development without general realignment must 
avoid the above problems as far a~ possible. A first essential is to 
bring the official supply channel closer to the individual · field than the 
outlet to the chak, which may be 1 km distant by direct line and 
considerably further in terms of l ength of field channel. This can be 
accomplished by construction of a primary field channel system extending 
from the "outlet" into the centre of the chaJ<., taJ<.ing a reasonably direct 
route and aligned with regard to topography. Secondary field channels, 
relatively short in length branch from the primary field channel system. 
In effect, the "outlet" is taJ<.en down to the point at which the particular 
secondary field channel branches from the primary system, and the sub-area 
served by such a secondary outlet becomes typically one fifth to one tenth 
of the area of the chak as a whole. The sub-areaadopted in some states 
in India in whi ch this system has been introduced or is proposed is the 
"survey number". As indicated earlier , this is generally from 5 acres 
to 20 acres in extent . It is a convenient unit from the cadastral view
point, as its boundaries are known and recorded. Other cadastral 
boundaries for the sub-area could, however, be adopted. 

35. It is essential that the primary field channel system: 

- be located with regard to minimum length and topographic 
location, crossing prop erty boundaries where necessary 
to ac:hieve this; 
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- be regarded virtually as an integral part of the canal 
distribution system project, its design, construction, 
maint enar.ce and operation being under direct departmental 
supervi sion . 

36. The secondary fie:i.d channels are short, generally - but not always -
following property bou:'.'lj2.ries. A second.:..ry field channel serves the 
cultivators within the sur-,1ey r,umbe1- only. (There are commonly two to 
five cultivators jn r\ survey .r.u-:1ber), 

37. With the :::'0t;,. tional :.ys tern within t11e chak commonly adopted in 
India, at most two secondary field cha"lnels within a chak would be in 
operation at any time . Seeptige :,_ . .,sse.s are then confined to the primary 
field channel (or the part of it jn service at the time) and the two short 
secondary field chunnels. 

38. A further esrential is the provision of a primary field drainage 
system, w;1ich is the counte:-p2.:::'t of the primary field channel. It must 
be :'.ocated 0:1 topogr2.phic gi-ounds, crossing property boundaries if neressary 
to do so, ard shoulci be regarded as an ext ensio!'l of the main drainage system 
with departmental supervision of construction and maintenance. Secondary 
field drains fr0m each survey numb er connect to it. (Secondary drains 
can most freque.r.tly be lccated along p:.-operty boundaries and are generally 
quite small, ser-,ing a limited area 2nd of capacity generally less than 
2 cfs). 

39. The pri field channel and field drain systems described, 
bejng located la1-g e1.y on topographic grounds , are likely to be broadly 
similar in layout to t', e main ste rn of the field channel and field drain 
system in the cc::is c of full bOl~--idary realignment. The layout of secondary 
field channels c:nd drains diff~rs, however , in the two cases. 

40. J ayout 0f primary and s e condary field chann~ls and drains and 
the genPrrQ outline of laud shaping should be carried out on the basis 
of tk~ chak a s o. Hhole. f1et2.iled ~ . .:cyout and land shaping in conformity 
with '.:.he general out:in2 cc.'1 b-:: on the basis of the survey number as a 
unit , or if p2rc2ls c1·,:e l;:!.'ge cnouqh (severc.l acres) on the basis of the 
parcel. In pri::1cipl c , the ori~ntat5.on of fields with respect to topography 
fol lows the sys ter.-, ( :~ ·, e . con tou,' te:-rc.ces etc) described in para. 16, 
unless p;:ircels c.,'c ~'TiaJ 1 or ir.:::onvc:1iently oriented for such a system . 
Small parcels are lih:ly to be c'.:'1countered, however, in only a small 
proportion of ~urvey numbers i~ a chak for which development of the type 
discussed is coasider .:::d. When they do occur there i.:: a case. .:'c:.' bo'..in::lary 
realignment withjn t he particular survey number; alternatively, smaller 
fields must be accepted in the small parcels. 

41. Fo-c· adm.:.nistrative re"lso:1s 1 and economy in transport of construc-
tion equiprnent, it is preferable that execution of land shaping should be 
undertaker. on the cha]: ;:is a whole, at one time. Where this cannot be 
done and land sha?ing is ,u1derTaken piecemeal, all such works, including 
that carriec~. out hy the cnltivators themselves, must conform to the 
general ontlili':! design· for the chc\k. 
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42. Provision of ·access for mechanical cultivation or harvesting 
equipment has been discussed earli er (para. 23). While it is not mandatory 
that permanent access for mechanical equipment be provided to each parcel , 
the question of present and future access needs should be closely considered 
in designing the development of an area. As indicated earlier, the 
facility of access required depends upon the size of holding, the diversity 
and intensity of irrigation 1 the demand.fbr mechanization foreseen, and 
other factors. In land development of the type under discussion, formal 
vehicle access may stop at the outlet to the chak, or may extend into the 
chak either along bounqaries of survey numbers (a legal right-of-way in 
some states), or along the primary field channel system which generally 
extends as far as each survey number. The access provided initially can 
be extended later as ·desired, when mechanization comes into more general 
use. 

43. Land deve lopment without general realignmen t of boundaries avoids 
some of the difficulties limiting the rate at .which development with 
general _ realignment can be carried out. It is also possible in such 
development to exclude a particular survey number or holding from land 
slnr,ing wh<:' re legal or other problems indicate such a delay, and t o proceed 
with the development of the remainder of the chak. It is emphasized, 
however, that l egal powers for construction of primary field channels and 
field drains, across property boundaries where necessary, must be available 
and capable of enforcement even with this type of development. 

'IYPICAL PROJECTS 

44. To put the above discussion in the project perspective, a number 
of typical project situations are briefly considered hereunder: 

(a) Redevelopment of an area deteriorated by irrigation 

45. This is a classic case, usually with water-logging, salinity 
and, possibly, alkalinity in a considerable part of the area·, and the 
prospect of more widespread deterioration. Main drainage and field 
drainage are priority requirements: also reduction of seepage to water-

. table from canals, field channels and the fields themselves. Soil 
reclamation treatment may also be necessary • . In such circumstances, 
unless parcels are large there is a particularly strong case for complete 
boundary realignment and re-levelling throughout. Furthermore, the 
current level of production is usually so low .that cultivators are unlikely 
to offer objection to whatever proposal is made by the State for recon
struction and rehabilitation oP the area. The work is clearly beyond 
their capacity. Finally, as noted earlier, redevelopment can proceed at 
whatever pace is determined by the rate of acceptance of reconstruction by 
the cultivators. 

(b) Development of a new area with smallholdings 
1 

46. If holdings are small, aggravated by considerable fractionation 
into scattered parcels, it becomes impossible to design a satisfactory 
field channel and field drainage system without full boundary realignment 
(with the possible exception of purely paddy lands). In these circumstances 
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full realignment is esse·ntial and probably readily acceptable by cultivators. 
The position should be made cl ear to cultivators before arrival of main 
canals, however, and design of land development and negotiation of property 
consolidation and realignment carried forward in time to avoid prior land 
shaping by cultivators within existing property boundaries. 

(c) Modification of an existing irrigation area for 
diversifi ed cropping 

47. This is the case of an area already largely levelled by cultivators 
for field-to-field paddy cultivation, but in which diversified non-paddy 
irrigated crops are to be introduced . The problems are usually lack of 
drainage system, lack of provision for supply of irrigation water to 
individual fields and, frequently, small size of field. In some cases 
the solution may be to completely redevelop the area, with boundary 
realignment and re-levelling throughout. However , this can be a costly 
procedure in some topographical situations, in view of the existing 
terracing. Further, cultivators may already be indebted fo r the existing 
work. Where complete redevelopment is excessively costly in relation ' to 
the additional value of producti on resulting from it, modificati~n rather 
than reconstruction may be adop ted. This will entail construction of 
primary fi eld drains, and generally also· primary field channels (depending 
upon the original size of the chak). Construction of secondary field 
chann els and field drains necessary to adapt the existing terraced basins 
to . non-paddy crops is not technically difficult in most circumstances, but 
requires an intensive level of agricultural extension trained in such 
water management . 

(d) Improvement to a partially-developed irrigation area 

48. This is the case of an irrigation area in which field channel 
efficiency and water management are poor; land shaping has been carried 
out on most of the area but t! tail-end" portions are not yet levelled due 
to unreliable water delivery; standards of land shaping are less than 
satisfactory. The area lacks systematic drainag e , but is not in immediate 
danger of water-logging. This is a condition encountered very widely. 
At one end of the scale minor improvements may be all that are called for 1 

or practical. At the other end of the scale, reconstruction may be 
justifiable. In an intermediate situation the desirable course may 
include the following: 

- reconstruction of field channels, preferably with partial 
realignment and conversion to the layout described in 
para. 34; 

- where seepage losses are particularly high 1 lining of 
the upstream portion of the field channel system; 

institution of the rotational system of water delivery 
within the chak; 

institution of systematic maintenance of field channels 
by cultivators within the chak; 
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- construction and maintenance of primary field drains; 

- provision of faciliti es for improvement in land levelling 
and levelling of non-levelled areas, either by contract 
or by the cultivator; 

- provision of intensive agricultural and irrigation 
extension for an initial period during and after execution 
of the above items. 

(e) Development of a new area with shallow soils and 
irregular topography 

49. In this situation, soils, soil depth and topography are the 
primary factors in deve loping the area. As soil depth and profile are 
likely to vary considerably throughout the area, a detailed survey should 
be carried out ahead of land development. In chaks where soils are 
particularly shallow (o to 15 cm) and topography is very irregular, 
small terraces or basins are th e only practical method of land preparation. 
In such a chak there is little to be gained by complete boundary realign
ment and considerable resistance from cultivators is likely to be 
encountered to it. However, in chaks where soil depth and topography 
are less of a cons train t, development with complete boundary realignment 
may be technically practicable and readily acceptable to cultivators. 
Development including both systems , as dictated by the varying conditions 
encountered, may be the satisfactory solution. 

(f) Developmen t of a new area with large holdings 

50. Holdings are in the range of 1 O to 15 acres , parcels generally 
2 to 5 acres. Soils are shallow but no t excessively so (20 cm to 60 cm). 
Proposed irrigation will be principally the provision of suppl emental 
water in the rainy season, as rainfall is irregular and light. "Survey 
numbers" are from 10 to 30 acres in extent, generally with established 
rights-of-way along their boundaries. Topography is gently rolling, with 
slopes 1% to 3%. The canal system service area is to be expanded at the 
rate of 10.0,000 acres per year. In the above situation land development 
technically could be carried out satisfactorily either with or without 
boundary realignment. With holdings of this size the advantages of 
boundary realignment are of less significance than with small holdings, 
although some technical advantage remains. Two important non-t echnical 
factors tc be considered in this case are: 

( i) the rapid r11te at which the canal dis tri-
bu tion system is to be expanded anct the need for 
com~arably rapid rate of systematic land development 
if unregulated development is to be avoided. (This 
rate of development must be weighed against the problems 
anticipated in negotiation and execution of boundary 
realignment); 
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(ii) the relatively small net incremental value 
of production per acre with the light supplemental 
irrigation proposed, and the correspondingly limited 
repayment capacity of the cultivators. (For this reason 
some cultivators with small resources are unwilling to 
incur substantial indebtedness for development of their 
entire holding at one time, and would prefer to develop 
it progressively over three or four years with maximum 
contribution from their own labour). 

51. In such circumstances it is unlikely that development by boundary 
realignment could be implemented throughout the project area at the 
necessary rate. Regulated development without full boundary realignment 
as discussed in para. 32 may be the general solution in this area, or both 
systems may be used in part, as appropri a te. The preference of some 
cultivators for limitation of initial capital outlay in land development, 
and for extension of land shaping over three or four years, can be met 
through departmental design and construction of "sloping contour" bunds 
(at 15 m to 20 m spacing), together with primary field channels and · 
drains. The cultivators can then undertake levelling between the bunds 
progressively. Bund construction is discussed in Annex 2. 



UJ\TEn APPLJC_'\.'l'IOlJ SYSTEiT 

AfmTEX I 
,ac:e 1 

(Suppleraentint ~ -the cl.iscussion of the merits of the 11 slopin~ furrm;1 11 

system anc' the "basin" system in Par.'.l..s 7, 8, 9 or the text) 

1. For sloping furro~: irrir,at ion or slop in~ border strips, the i'ie lc'l 
ir, usually 100 to 200 metres in lenc;th . The slo~e or grade of the field is 
nominally cl.eterminecl ,,ith regard to the infiltration rate of the soil, the 
amount of •·!ater to be o.ppliec'l. per irrigation anil other factors. It is an 
efficient rnethoc~ of \,o.ter applico.tion when n.11 · factors are in b2.lance. 
However, "chnnp-e in infiltration rate (e,[·· clue to harc.eninc of the surfo.ce 
with successive irric;;·. tions) can upset thi s ~alo.nce. Fl.~rthermore, Field 
:::lo pes o.re seldom m:::. tche cl. r.losel;;' to soil type c'.nd tend to l)e stanc1.ardized 
throughou t a particular project o.rea , Efficiency of \·rater application is 
r.onsequentJ.y often less than P.1ic;ht be e ~rpectea . It is noted, h o,-rever, that 
there occurs in Incl ia cne type o:::' soil ,-ihich is particularly ue11 sui tef 
to such irrigation. Thi s is the "self-mulchine'' clay soi l ..ih ich breaks up 
into a crumbly structure on drying, and is self--limiting in wo.ter up-.. t.'.lke 
durin{'. irrir.;n.tion regardless of tl1e c'luration of water application. 

2, Soils not 11ell suited to slopinc; furrow irri::ation include those 
of very hif:h and ve r y loi-, infiltra tion r;:i.t es. Tlle problem of low-. inf iltra
tion r~te cn.n ~JC overcome by c:ont inuing the supply to the upper end. of the 
ficlc'l aft e r water reaches the lower enf, i.e. spillinF at the lower en0. 
This is approprio.te 11here the spill is re-used. el s e:rhere. This is not 
generally the ca::;e in Indian irrigation practice, ho~:ever, ana. very low 
infiltration r a tes remain , ,, problem for f urrmv irrigc:i.t ion. 

3. The lone: sloping field referred to in furrou irrigation ma.y also be 
the ha sic unit of la:1cl. shP3,inr; for basin irrigation. In that case, the cul
t iva.tor has t,,o altern2-tive courses in preparint- the field : 

( i) Simply 2.ddin,?: low ( 15 cm hi.sh) temporary cross-bunds at 
intervals of 5 m to 10 m do1m the slope, after cultivation, 
and irri r:ating the field as a series of small basins. 

( ii) Ifodify the slopinr, field into a series of flat k1.sins( e.g. 
20 m in len ,o:th ) arranged step-·uise a.o,rm the slope. The 
differenre in hei r~ht bet1veen ;:i.ctjacent basins :i.s about 10 cm, 
o.nd the amount of cut involved in forming each 1)as in is no 
more t h2.n 'J cm, 1Jh i ch can e.:>.. s i ls· 1Jc man2,Eed Hi th the 
cult i vci.tor' s o·,m e0uipment, 

The seconc'l alternative is that usec \lherever paddy is includec:l. in 
the crop rotation. In uoth .-,,lternatives the ;).::.sins are irri[n. tecl successi
vely from a tempornry tertb.ry fielc1. channel or furro-v; runninf 001rn one 
nide of the field for its full length. 
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4. The disar.v.:mt.o.(.;e of the bo.sin system compared. ,,,ith the slor;ne: 
furrm· system, is the a cl.ditional l:i.bour involved in prcp,::.ring the fielcl for 
irrir.:ation and in irrigc.tion itself, althouc.h 1. 1ith labour costing t h e 
enuivalent of l _ess than US$ 0. 75 r,er day this is less of a considera tion in 
Indi.:i. thnn elsewhere. ~/here permanent bo.sins are used. (al:ternative ( ii) 
a.hove), cci.ch 02.sin is usuall:r cultivated. indivichw,lly. This is n disadvan
t age if mcchai;iic3.l ecruipmcnt in used for cultiv.:i.tion or harvestinc, althoue'h 
not o. prohibitive one (a. 20 m :· 20 m field. ca.n be handled quite easily with 
mechanizen. equipment, but the time taken per hect.:i..re is r:reater than 1-1ith a 
lnrge field). 

5. Doth slopinc furrow and. 1.iasin irrigu.t ion have a place in Indian 
agriculture. The ease of control of basin irrif,cl.tion and. its ver s2.t:i lity 
in re&,rd to soiln conditions make it ;.-dtractive to the small cultivator. 
The la.r e;er cultivator on the other hand ma~' find sloping furro,-1 or sloping 
border strips more .'.l.tt r a.ctive where noils are suitable. Both types of irri
cn,tion can be provict.ed for if lane'. is shaped. in tTTad.ed strips (about b.5 'JS 
grade, ,~ith sicle slopes Oto 0.5 %), the option of celection of type of 
irri13a.tion bcin['. left to the cultivator. Ho,-,evcr , u:1ere irregular topography 
or shallow soil depth or other factors make grac"~erl strips difficult to 
achieve or technirally im1ppropriate, the bo.sin should be uced ai:, the unit 
in l a.nd chaping. 

I 

I 

I 



CONSTI1UCTION OF "SLOPING CONTOUR" BUNDS 

1. Reference is made in the text to the use of 15 rn to 20 m uide ,i sloping 
contour" terraces as the unit in land shaping, pcl.I'tic1ilarly where natural 
elopes are above 0. 5 % or 1 'f_: . The first operation in such land shapine is 
uaually forminr, of a series of bunds initially 40 cm to 60 cm in height 
parallel to each other , and. spaced at the desired \rid th of the terraces . The 
bunds run on a "sloping contour" at the desired longitudinal slope of the 
fini::Jhed terrace, generally about 0.5 r/v. As ind icated in Para 51, in some 
circumstancei:; cultivators may carry out the remainder of the land shaping 
operation, i.e. levelling between the bunds, wi +.h their mm equipment. In 
other circumstances the shaping operation between the bunds may also be 
cn.rried out by contract. In either case the essential first operation is the 
forming of the bund. 

2. As the e;irth i,hich forms the bund is excavated from the area imrnedia-
tely adjacent to it, the net effect is a shallow depression or trench paralle
ling u bund, The trench is in effect the first cut in cross-levelling the 
terruce . It is on the up-hill side of the terrace, and CGn consequently func
tion as a temporary field channel permitting flood irrirution of the terrace 
where pre-irrigation is necessary to soften the soil before continuing with 
leve lling between the bunds. Pre-irrigation is of particular importance in land 
shapine in heavy clay soils , and also in the red ferruginous soils of the Deccan. 
In these soils land shaping in the dry season is very difficult even i-1ith 
mechanical ecruipr.1ent, and impossible with n.nimal-c1ra\m equipment, unless pre
irri~ation is resorted to. The trench may subse0uently al s o function as a 
temporary field channel for initial crop irrigation, while land preparation by 
the cultivutor continues. 

3. As bund-formine may have to be undertaken in the dry season, and as 
pre-irrieation in advance of bund-forming is not generally possible, heavy 
erruipr:iont may have to be employed in this operation. Current practice in Indi2, 
is to use a bulldozer operating at rieht anc,les to the line of the bund, in a 
back-and-forth mot ion. This is a t ime-constU!linc; operution 1 comr:1only re~;uiring 
1°\. to 2 hours of bulldozer time per acre. As bunc.- forming can be an important 
element in the cost of land-shaping, particularl y if narrow terraces are used, 
the use of equipment more specifically adapted to this operation is desirable, 
in pu.rticular erruipment travelling continuously a lonG' the direction of the 
bund, rather than back-and-forth at right angles to it. Depend ine upon soil 
moisture conditions a sinsle pass of a three-tyne ripper or heavy three-disc 

· harrm-1 cutt irie= to a depth of 30 cm to 40 cm, hydraulically mounted on a D6 o:
D7 tractor, may be necessary prior to the bund-forming operation. For bund
forming itself the follouing equipment may be used 

(a) An angle-dozer, possibly followed by a light finishing pass with 
a wheel-tractor mounted bund-forming b l ade. 

(b) A heavy disc ridger. 
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HANK POLICY ON AGRICULTURAL CREDIT 

PREFACE 

Bank lending for agricultural credit has expanded considerably in 
recent years, and credit is now the largest component of Bank agricultural 
lending. In the course of this expansion, a number of issues have arisen 
and problems have been encowitered, and these are likely to be compounded as 
increasing emphasis is placed on lending to small farmers. Accordingly, 
this paper examines: (i) the issues and problems associated with the use 
of credit on the farm and with institutional lending and (ii) the policies 
that might be considered by the World Bank Group, including those which will 
facilitate the provision of credit to large numbers of small farmers. 

Small farmers, as considered here, include families farming less 
than five hectares or, in those countries where all farms are small in 
absolute size, those farmers who comprise the lower half of the country's 
cultivators. Since these constitute the core of the poverty problem in the 
developing world, improving their productivity and incomes is a matter of 
high prio~ity. But credit has also to be provided to medium- and large-sized 
farmers iu order to help meet the world food problem. The evidence suggests 
that holdings of 5-50 hectares are also short of accessible production credit. 

Bank credit projects in the agricult~ral sector provide more than 
finance for on-lending to farmers. Funds are provided for processing and 
marketing farm produce, forestry development and fishing enterprises. Pro
vision is also made for the support of technical services and training, 
feasibility studies, project preparation and other institutional assistance. 
While these are significant elemen~s in Bank lending the main problems- and 
the focus here - concern lending for on-farm development. 

Data used in this paper were drawn from Bank reports as well as 
from the many studies that have been made of farm credit. Both sources of 
information leave much to be desired. The data from studies are generally 
incomplete and often of poor quality. In particular, little is known of 
the extent of farmers' needs for institutional credit, of the uses to which 
borrowed funds are put, or perhaps most significant, of the impact of credit 
on output and productivity. It is argued that non-institutional sources of 
funds lend more than the formal institutions in many countries; but there 
is little information about lending terms and conditions in the informal 
market, and what is known is derived from observations by knowledgeable 
people rather than from hard evidence. 

Most of the Bank data come from appraisal reports. Since these 
are prepared prior to project implementation, they present expectations 
which may or may not eventuate~ For example, these reports show the average 
size of expected beneficiaries for each project but there is as yet little basis 
for comparing achievements with thos~ expectations. Supervision reports 

- iv -



yield little in most cases because information is generally not available on 
what happens at the farm level in terms of the actual size distribution of 
borrowers, the uses made of the funds and their effects, or the repayment 
record by different classes of borrowers. The information the Bank has on 
such key institutional issues as the costs of administration and on defaults 
is both incomplete and not comparable between projects. This situation will 
be rectified to some extent by the review of five agricultural credit projects 
being undertaken by the Operations Evaluation Department. 

Despite these serious shortcomings in data, the statistics presented 
are believed to reflect reliably the overall magnitudes on size of programs, 
extent of coverage and interest rates charged. The information on institu
tional arrears and defaults and the costs of administration contain a greater 
margin of error. Information o·n the impact of credit on output and on the 
sources and charges for non-institutional credit is even less reliable. Thus, 
this brief preface highlights the need for better information on all aspects 
of rural credit and its impact on production and incomes. 
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BANK POLICY ON AGRICULTURAL CREDIT 

CONCLUSIONS AND RECOMMEt;'DATIONS 

1. Credit is often a key element in the modernization of agriculture. 
Not only can it remove a financial constraint but it may provide the incen
tive to adopt new technologies that would otherwise be more slowly accepted. 
Credit facilities are also integral to the process of commercialization of 
the rural economy. However, no amount of crndit, even at the most reasonable 
rates, can provide a panacea for raising farn1er productivity or improving 
incomes of the rural poor. Success in this ~epends on many factors, including 
the availability of complementary inputs and services, sound credit polici es , 
well-managed institutions and appropriate delivery channels. These issues 
and their implications for Bank operations are discussed in this paper. 

2. Although credit problems have been the topic of much keen debate 
and a voluminous literature, hard information on the structure of credit, i n 
terms of soun:es, recipients, rates, uses, mechanisms and impact, is frag
mentary and leaves much to be desired. The picture collated in this paper 
from Bank and many other sources is necessarily rough and presents only 
sketchy outlines of some essential features. 

Dimensions of Credit Problems 

3. Outstanding institutional loans to agriculture in the LDCs are 
estimated at about $15 billion. Total agriculture credit outstanding in 
these countries i s unknown. The bulk of it originates in the informal sector 
and it is probably not less than five times the estimated outstanding 
institutional credit. 

4 . The per centage of farmers receiving institutional credit varies 
widely in different parts of the developing world. In certain Afri can 
countries around one percent of the total number of farmers use institutional 
credit, while in Taiwan nearly all farmers have access to it. About five 
percent of farmers i n Africa get institutional credit while coverage in 
Latin America and Asia (excluding Taiwan) is about 15 percent of all farmer s . 
Large farmers have been the main beneficiaries of institutional credit. It 
is common to f ind that 70-80 percent of small farmers in a given country 
have virtually no access to institutional credit. 

5. Most of the credit that is availabl e to farmers i n developing 
countries i s fo r shor t -~erm loans for a s ea son or f or up to one to two years . 
These credits are used for purchasing current inputs such as s eed, fertilizer, 
pesticides and the like. There are some credits available for 2-5 years 
for purchasing livestock and some longer-term credits are available for 
acquiring items such as .tractors or pumps for irrigation . The availabl e 
supply of credit to all farmers, though , is heavily skewed in favo r of short
term credit and this skewness is even more pronounced in the distribution 
of whatever credit is available for small farmers . Even though most of the 
limited credit available for small farmers is short-term, the supply i s 
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inadequate especially as it is credit of this kind that is most needed by 
small farmers to produce a marketable surplus, the first requireaent if they 
are to contribute to the development process. 

Size and Nature of Bank Group Operations 

6. Total Bank Group commitments to agriculture rose from $468 million 
in the 16-year period FY48-63 to $621 million during FY64-68 and to $2,589 
million in the most recent five-year period. The credit component rose from 
20 percent of total lending for agriculture in the first period to 56 percent 
in the last five years. There has also been a significant shift in the share 
of credit funds going to countries with lower per capita incomes. In the 
most recent period, agricultural lending to the poorest countries exceeded 
$1 billion, of which more than half was for farm credit. Approximately 
one quarter of all credit that has been financed by the Bank/IDA is intended 
for small scale producers. 

7. The Bank Group's initial objectives, namely to increase agricultural 
production through the economic use of resources and to develop agricultural 
credit institutions, resulted in a concentration at the outset on commer
cially viabl£'. farms and related enterprises. Recently·, however, there has 
been a significant shift in emphasis in the allocation of Bank Group resources 
to small farmers. Project appraisals during FY69-73 envisaged ,':hat long and 
short-term agricultural credit operations would benefit over 900,000 small 
farmers with holdings of five hectares or less located mainly in India (long 
term credit for 300,000 small farmers) and in Ethiopia (seasonal credit for 
400,000 small farmers). While the numbers have grown in recent years, Bank 
Group operations have probably reached only one percent of the 100 million 
small farmers in the developing world. 

8. The Latin America region has been the main area for Bank Group 
farmer credit operations with $507 million in FY69-73, followed by Asia 
($442 million), EM.ENA ($258 million), East Africa ($140 million) and 
West Africa ($61 million). Two countries, India and Mexico, together 
received nearly two-fifths of all farm credit lending during FY69-73. 

Impact on Output and Incomes 

9 . Available evidence demonstrates that credit stands little chance of 
being used for productive purposes unless accompanied by certain other 
conditions. These include: 

(i) clear opportunities for economic gain from adoption of new 
production technology or other improvements; 

(ii) widespread recognition and acceptance of such opportunities 
on the part of the farmer, along with access to training in 
the necessary skills; and 

(iii) delivery systems which provide ready and timely availability 
of the inputs required, and market outlets for farm production. 
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10. These conditions do not often ·prevail in LDCs. To be successful 
in expanding production, each of the constraints, whether financial or 
non-financial, must be relaxed. This may involve new varieties and breeds, 
improved water control, basic infrastructure such as access roads, reliable 
provision of inputs, or an effective marketing infrastructure for farm 
produce. Price policies, such as unrealistic exchange rates, export duties 
or artificially low prices designed to favor urban consumers, can also reduce 
the profitability of an increase in output. If farmers are ignorant of the 
economic opportunities open to them or how to take advantage of them, the 
lack of extension services may be the limiting factor. Alternatively, if the 
constraint is risk aversion, support prices and possibly crop insurance could 
contribute to the adoption of a new technology. Especially for small farmers, 
it is essential to provide a comprehensive package if the potential for 
increased productivity is to be translated into a commercial reality. 

11. Different types of potential innovations may each have different 
financial requirements regardless of the size of holdings of borrower. Some 
innovations, such as a switch from one variety of seed to another, may 
require little additional capital. Other changes such as the introduction 
of irrigation pumps can be far more demanding in their financial requirements, 
and may require more resources than traditional sources are able to provide. 
But farm credit is usually a necessary if not sufficient condition for 
increased agricultural productivity and improved incomes. This is especially 
so for small farmers who do not have savings or ready access to institutional 
sources. There appears to be considerable scope for the use of institutional 
credit to replace or augment credit from traditional sources in order to 
alleviate monopoly situations which force interest rates to excessively high 
levels; to overcome inelasticities in the supply of credit which become 
apparent when new opportunities emerge; to ease the seasonal financial 
problems of rural households; and, most importantly, to encourage small 
subsistence farm~rs to raise their output and enter the commercial sector. 
Furthermore, land reform, if pursued widely, could sharply increase credit 
needs of former tenants which were previously supplied by landlords. 

12. The best ways to meet this demand are still the subject of experi
ment. There is little experience on which to base firm views concerning the 
most effective credit policies and appropriate lending channels and institu
tions. There is a need, therefore, for trial and comparison of alternative 
approaches, and for further monitoring and acquisition of data so as to permi t 
flexibility in implementation and management of Bank projects. 

Credit Policies 

13. Credit policy discussions center around four main issues: 

(i) eligibility criteria and security requirements; 

(ii) the level of interest rates and the merits of interest subsidies; 

(iii) repayment performance; 

(iv) credit channels. 
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Eligibility and Security 

14. Traditionally credit agencies have required that borrowers both 
large and small pledge some collateral, usually land, as loan security. 
This practice, and the low valuation frequently placed on lands, excludes 
Lcnants and militates against small farmers who often lack certified titles 
to their land. Obtaining and processing related documents also substantially 
i ncreases the cost of lending, delays th~ disbursement of loans and discourages 
l ending to small farmers and borrowing by small farmers. Lenders are also 
discouraged because foreclosure is extreJr.ely difficult to implement and often 
politically wiacceptable. 

15. The Bank has consistently emphasized that the repayment capacity 
of a borrower should be determined by the appraisal of the productive 
capacity of his holding and this should substitute for security as the · 
essential criterion in loan decisions. For long-term credit and large farmers, 
i nsistence on land as collateral is quite in order. For those who have the 
resources to repay but do not, there is ~o real substitute to court action, 
at l east on a selected basis as examples to others. For short- and medium
~erm credit, chattel mortgages and liens or mortgages on crop production are 
~ppropriate; they cost less to document and can be accomplished more readily 
t han land mortgages. They are not yet more widely used because legal pro
cedures are still too cumbersome and the security they offer is generally 
considered to be poor compared with land mortgages. One way to make crop 
liens more acceptable as an alternative to use of land as collateral is to 
coor<linate repayment with marketing of crops. This system is likely to be 
of particular importance in dealing with the security problems of small farm
ers. It is being used successfully, particularly with those crops which are 
s ubject to a monopoly and which are centrally processed, e.g. tobacco, cotton, 
cocoa, tea, coffee and sugar cane. A variation would employ contracts whereby 
t he credit agency is paid a percentage of the farmer's output rather than a 
fi xed amount. Another approach is to couple cro p insurance with credit in 
order to protect both the borrower and the credit agency against the vagaries 
of nature. Some success has also been achieved by lendJrig to groups (informal 
cooperatives) with the members held separately and severally responsible for 
t he loan. Solutions to the problem of collateral are i mportant if smaller 
and tenant farmers are to benefit from credit programs; the best prospects 
in the future will lie in some form of group responsibility for individual 
borrowings-an approach yet to be developed on a large scale. Whatever solu
tions are developed it is important that every effort is made to minimize 
cumbersome procedures for lending to small farmers. 

16 . Smal l f armers and tenants are usually penalized by the cumbersome 
and time consuming procedures involved in applying for their loans. Many 
lending agencies have rigid procedures for processing loans, whether large 
or s mal l. These include the completion of complex forms and a pre-audit of 
rhc oorrowe r who , if he is a small farmer, is often illiterate. Thereafter, 
befoce the l oan is issued. an official has to visit the farmers' holding 
.:md wh~n the loan is eventually made it is available at the lending institu
t j on (wh i ch may be distant from the borrowers' holding). The repayment 
terms o f the loan will often be rigid without the flexibility needed to 



- 5 -

accommodate the natural hazards of farming. There is great scope for innova
tion and modification of the rules and regulations that govern the require
ments for ·. collateral and the procedures involved for borrowing by small 
farmers. The need is for simplification and flexibility to facilitate ready 
access for farmers to credit. This may only be possible with the modification 
of laws governing the granting of credit and with greater reliance on self 
management and policing of individual sub-loans by groups of farmers who 
assume responsibility for all the members of the group. 

17 . Farmers should generally be required to contribute to the costs of 
the investment for which they are borrowing. This emphasizes their respon
sibility to make it successful, increases the lender's security and spreads 
institutional funds further. While significant down-payments should be 
required from those borrowers who can afford it, great flexibility with 
regard to small farmers, such as acceptance of contribution in labor, should 
continue to prevail. Strict repayment requirements compatible with cash 
flows are also justified because of their role in resource conservation and 
generation. 

Interest Rates 

18. Capital/credit markets in developing countries are imperfect in 
varying degrees and as a consequence interest rates may not allocate resources 
among competing uses as effectively as they should. Also, other price effects 
or exchange rate policies may swamp the impact of changes in interest rates. 
Much more needs to be known about the effect of differential interest rates 
on resource allocation between sectors and, within agriculture, at the farm 
level. 

19. It could be argued though, in strictly economic terms , that interest 
rates in agriculture and elsewhere should cover the cost of capital and the 
associated costs of services to provide capital to the borrower. In that 
event the interest rate would represent cost of making capital avail-
able so facilitating the allocation of capital in line with its most effective 
use. An interest r ate that would cover the cost of capital would include: 

(a) The opportunity cost of capital: this represents the 
foregone opportunity costs of using funds for agricultural 
credit rather than for alternative programs. Estimates of 
opportunity costs for capital are seldom less than 8 per
cent in real terms, approximately the level required to 
mobilize savings effectively; 

(b) The costs of administering the provision of credit: these 
are costs that are directly attributable to the processing, 
delivering and administration of loans. An efficient insti
tution making medium and long term loans to large farmers 
can operate at an administrative cost of around 3 percent of 
its total portfolio. (The median, administrative cost for 
the lending institutions discussed in Annex 13 is 5 percent) 
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Costs of administration rise as the size of loans fall, 
as the duration of loans shorten and as accounting services 
have to be expanded to cope with large numbers of small 
scale borrowers. An efficient small farmer credit insti
tution can operate with administrative costs of between 
7 percent and 10 percent of its total portfolio. These 
costs would be for providing a mix of short term and loaa 
term loans and would be for services associated with pro
cessing and delivering loans; costs would not include the 
provision of extension and other public advisory services 
normally made available as a non-pi:of it, public service; 

(c) The costs of risks and defaults: costs of lending have 
to incorporate an element to cover losses through defaults. 
The limited evidence available indicates that, over time, 
the level of defaults is no greater among small farmers 
than among larger farmers. The evidence indicates that 
the more careful the scrutinizing of loans, the supervision 
of loans and the pursuit of delinquents, the lower the 
default rate (but the higher the administrative costs). 
Limited evidence indicates that 'normal' defaults can be 
expected to add 4 percent to the costs of lending. 

20. In summary, total costs, in real terms, for an efficient institution 
could be between 15 percent and 22 percent depending on the nature of the oper
ation and the size of the loan. Costs for lending to small farmers would be 
at the upper end of the range and may well be higher. 

21. These rates contrast with interest rates for institutional credit 
to agriculture as a whole, which are typically low. Although there is consid
erable variation among countries and institutions, most nomiaal interest rates 
for agriculture range from 6 to 30 percent, averaging about 10 percent. After 
adjustment f or price changes these translate into real interest rates of be
tween -16 and +16, with a mean of about 3 percent. Frequently, the real rate 
for agriculture, even if positive, barely covers administrative costs, let 
alone makes l ending profitable after allowing for inevitable defaults, a.nd 
s eldom permits paying an interest rate on deposits that will attract savings. 

22. The avail able evidence, as given in Table 9 in the Annex, indicates 
tha t commercia l lenders charge much higher interest rates than institutional 
l ende rs. Petty traders, money lenders, landlords, and some commercial bankers 
cha r ge anywhere f rom 3 to 20 times as much as institutional lenders. Payment 
o f s uch high interest rates would seem to indicate that borrowers would be 
prepared to pay an institutional interest rate of 15 percent to 22 percent--
a rate much lower than the commercial rate but still high enougQ to reflect 
the real cost of lending to small farmers. 

23 . There are, however, a number of major factors that require consid-
e r a t i on before advocating raising interest rates for lending in agriculture 
in general and to small farmers in particular. These include: 
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(a) Effective interest rate policy has to take account of 
comparative intersectoral rates. In practice real rates 
throughout most economies are likely to be well below the 
real economic costs of lending. Forcing up interest 
rates for agriculture alone can lead to uneconomic diversion 
of resources and, not infrequently, may be negated by sub
sequent leakage between sectors. Correcting the problem 
for agriculture, therefore, rests on restructuring lending 
conditions as a whole; 

(b) Lower interest rates than those representing real costs 
may be used as a compensation or offset to adverse terms 
of trade between agriculture and industry or agriculture 
and the rest of the economy. There is some merit in this 
but the use of interest rates for this purpose always car
ries the danger of proliferating distortions that already 
exist in an economy. A preferred approach (where possible) 
would be to eliminate the discrimination or to find other 
(and better) avenues to offset the discrimination, e.g. 
through changing price policy or modifying those trade or 
fiscal policies that encourage high cost industry while 
penalizing agricultural exports; 

(c) Introducing high interest rates for agriculture may have 
a deleterious impact on the rate of acceptance of credit. 
Where agricultural credit rates are very low to begin with-
as is often the case--large and abrupt increases in the 
interest rates may have adverse psychological effect on 
farmers' readiness to utilize credit. The rate of change 
in interest rates has to be given careful consideration 
especially for its impact on small scale farmers moving 
into the money economy. Hence, any policy that contemplates 
raising interest rates may require that the change be imple
mented over a long period of time. 

24. A furthe r argument that is mooted against raising interest rates 
is that the provision of agricultural credit is so basic to the needs of small 
farmers that it should be subsidized. This argument rests largely on social 
grounds - subsidized interest rates are viewed as an instrument to transfer 
income to the lowest income groups and so help redistribute income. In view 
of the widespread poverty of the small-scale farmers there is undoubted merit 
in transferring income to the rural poor and it may well be that the interest 
rate is a convenient mechaniam for this purpose. Against this argument, though . 

(i) Subsidized credit can distort the use of resources and can 
lead to excessive capitalization of farm investment includ
ing the use of labour displacing machinery. Furthermore, 
if credit is used productively then there is evidence that 
farmers--even small farmers--can bear the reai coats of 
credit; 
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(ii) Subsidized credit for 811lall farmers tends to result in 
leakages. Experience indicates . that larger fanaers tend 
to gain the greater proportion of whatever subsidized 
credit is available for use in agriculture; 

(iii) 'lbe provision of subsidized credit to small faJ:1Ders 1a 
also open to corruption and political abuse. Subsidized 
credit intended for small farmers has often been used 
for financing non-agricultural ventures, frequently ven
tures in which local politicians use their influence to 
acquire the low-cost credit. Political pressure is also 
often used to avoid repayments and to write off debta; 

(iv) Subsidized or low cost credit means that the rate charged 
by the lender does not cover the costs of lending so that 
the lending institution incurs a 'loss' on each loan; con
sequently, even with a high repayment rate there can be a 
reduction in the inflow of funds into institutional credit 
and a depletion of the resources of the lending institu
tion. 'lbe financial viability of the lending institution 
could be weakened and the level of lending could be reduced 
unless the losses incurred from low interest rates 
were subsidized from other sources such as the national 
budget. It should be borne in mind that income dis
tribution is not really improved by subsidizing further 
those small farmers already benefitting from access to inati
tutional credit when this reduces the resource• available 
to the lending inatitution to provide similar ace••• to 
other small farmers. Additionally, interest subsidi .. would 
not help the often large and even poorer group of la11dl••• 
labourers; 

(v) Subsidized interest rates have also been advocated to help 
make small farmers more productive. However, subsidies 
tend to be most effective when they are linked to intro
ducing a particular technological change. nius, where it 
ts deemed desirable to use subsidies to encourage change, 
it 1~ preferable to subsidize particular inputs related 
to that change rather than a general parameter such as the 
cost of credit. Subsidizing particular inputs such as 
fertilizer has the advantage that the cost of the input to 
the farmer can be varied over time, and the variation can 
depend on the acceptability of that input; subsidized inter
est rates, on the other hand, have a pervasive effect that 
spreads beyond any particular ~echnological change; 

- ' 
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(vi) One subsidy that might be effective in avoiding some of 
the problems enumerated above would be a subsidy to cover 
the administrative costs of lending to small farmers. Such 
a subsidy could equalize interest rates for all loans of 
equal duration and so help foster optimal resource alloca
tion; at the same time unified interest rates would minimize 
leakages and opportunities for corruption. 

25. The preceding discussion provides ample evidence that there is no 
simple or unique answer to the question of what is an appropriate interest 
rate for agriculture, especially for small scale farmers. Many considerations 
have to be brought to bear. In so far as the Bank is concerned, the Bank should 
ht' \,•0rking towarJs a long run objective of positive interest rates reflecting 
,'. osts of lending; an intermediate objective might be to cover at least the 
opportunity c.ost of capital. Subsidies should, in general, be confined to 
cases where they can be clearly justified and are likely to be effective in 
view of the pattern of financing in the project area. 

26. There are obvious difficulties in any single institution--such as 
the Bank--trying to obtain interest rates on particular projects that are 
different from those charged by the same or competing borrowing institution 
on other but similar projects. This difficulty is compounded by the fact 
that many external lenders have accepted the principle that borrowing ~nsti
tutions should on-lend at subsidized interest rates. In these circumstances 
the role of the Bank would seem to be one of persuading the external lending 
agencies and the governments to follow an interest rate policy consistent with 
the needs of the agricultural economy. 

~7. It has already been stressed that credit is only one element in the 
package of inputs and services needed to raise the productivity of small farm
ers. In many instances credit in itself may not be the most significant element 
T~c 3tt1tude of the Bank towards the question of an appropriate interest rate 
will therefore tend to be viewed in the perspective of the overall project; the 
attitude towards t e interest rate will have to be influenced by the extent to 
which the project overall would achieve the objective of raising the produc
tivity of large numbers of small farmers and giving a satisfactory economic retu 

Repayment Performance 

28. Repayment performance by large and small borrowers on farm loanti 
is typically poor. However, while many large arrears are reported, in the 
long run most loans are eventually paid and the default rate is much lower 
than the arrear rate. The major problems for credit institutions astiociat~a 
with a chronic poor repayment performance by all farmers are loss of liquid
ity, and the additional manpower and costs involved in collection activicies. 
The reasons for the large arrears are independent of size of borrower; they 
include the vagaries of production such as price and weather effects, socio
logical factors and most important poor organiz~tion and management of creait 
institutions. Given the likely fluctuations in farm income from year-to-year 
there is a strong case for flexibility in scheduling repayments. However, 
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this should not encourage tardiness or provide less pressure on farmers to 
make repayments when they are able. This requires a firm sti111ce on the part 
of institutions, which has seldom been forthcoming, often as a result of 
political pressure. Closer supervision provides the most obvious means of 
minimizing defaults, and there appears to be excellent scope for offsetting 
a higher supervision cost against a lower delinquency rate in many insti
tutions. Supervision has the advantage that it encourages favorable behav
iour patterns which may eventually allow supervisory activities to be reduced 
whereas unchecked delinquencies only encourage _a worsening situation. In the 
case of small farmers, though, the costs of supervision will be high unless 
this can be done on a group basis with some collective responsibility for 
debt collection. 

Credit Channels 

29 . In considering appropriate and effective credit delivery systems 
we must come to grips with two major issues: 

(i) whether institutions should be specialised in providing 
credit alone, or alternatively be multi-purpose 
organizations providing marketing services, input supplies 
and other items and service along with credit; 

(ii) how to cope with large numbers of small farmers. 

Whether farm creait institutions should be specialized or multi-purpose is 
something of a moot point, but experience tends to favor multi-purpose ones. 
Both kinds have had their successes and their difficulties. Multi-purpose 
cooperatives have found it difficult to exercise credit discipline among 
their members in some cases, and some observers of the experience with 
cooperatives argue that the administration of credit should be kept separate. 
On the other aand, specialized institutions have a tendency to remain aloof 
from the everyday problems that affect the financial needs and repayments 
capability of their clients. Since credit is often only a component in a 
package, multi-purpose institutional arrangements are generally to be preferred 
at the primary level dealing with farmers. Such instititions facilitate the 
provision of credit in kind (and on time) and the collection of repayments 
by deductions from the proceeds of marketed produce. They are also better 
situated to pursue supervised credit provisibns; to ensure its purposeful 
use; and assist in recovery. Further, they allow the availability of credit 
to be tied in more effectively with the government extension services to become 
a vital catalyst in the process of technological innovation. While in practice 
there is probably a need for both specialized and multi-purpose credit institu
tions, the advantages of delivering credit through the multi-purpose type 
justify considerable effort toward resolving the credit management problems 
that frequently crop up in such instititions .• 
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30. The best means of reaching large numbers of small farmers is still 
unclear. Most Bank Group lending for farm credit has gone through commercial 
banks, via the central bank. This has proved satisfactory from a management 
and control standpoint, and has been effecti~e in reaching the clientele of 
large borrowers. In general, however, such tnstitutions are limited in .dealing 
directly with small farmers, because of high 1administrative costs, lack of 
borrower collateral and locational limitations which restrict access. Govern
ment efforts to prescribe quotas for lending to agriculture, or partial 
guarantee of loans to small farmers, have not moved the commercial banks 
substantially in this direction--despite serious attempts to do so by the 
banks in some cases. Agricultural Banks and Development Banks are bound by 
the same kind of limitations, though they le1,1d almost as much to agriculture 
as the coi'llJllercial banks. 

31. One avenue of lending to small farmers - special crop and project 
authorities - has provided a satisfactory channel for reaching relatively 
large numbers of smallholders. Since crop authorities can provide a 
guaranteed market (perhaps with quotas) and are usually in a position to ensure 
profitable return, they have been able to operate successful credit operations. 
The nature of these institutions facilitates the delivery of credit in kind, 
its timely distribution to coincide with field operations, support and .super
vision by technical field staff, and the collection of repayments by 
deductions from returns. Clearly this is an effective means of delivering 
seasonal credit to smallholders, and should be utilized wherever possible. 
An important qualification might be that such credit should not only relate 
to the needs of the cash crop being produced, but also to the subsistence 
crops grown for the farmer's own use, with repayments for both being deducted 
fr9m the cash crop proceeds. Credit administered by project authorities as 
a component of integrated development schemes has also been a useful means 
of reaching substantial numbers of small farmers in limited areas - though 
the overall record has been varied. In the WADU project (Ethiopia) produc
tion of maize rose by two or three times over three years. On the other 
hand in Lilongwe (Malawi) there was a decline in production, though the cause 
may have been unrelated to the project elements. This type of approach, 
though limited in the scal e it can have, is probably more appropriate in an 
African context where suitable institutions and basic infrastructure are 
otherwise lacking. 

32. Cooperatives are also an important element for reaching small 
farmers. Almost 20 percent of Bank Group farm credi~ is disbursed through 
cooperatives. These usually have an apex structure, layered to the local 
or primary society level. India has channelled a large part of its 
agricultural credit through the Land Development Bank Cooperative System, 
which has performed fairly well. Successes have also been recorded in 
Taiwan and Korea, and in isolated instances in many other countries. But 
many experiences elsewhere have been discouraging in terms ·of high adminis
trative costs, delinquencies and inadequate and untimely services. Local 
cooperatives are often captured by the well-to-do, and smaller farmers have 
difficulty in obtaining funds. A highly centralized system does not 
necessarily ensure better performance than a flexible village society 
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structure where the operating decisions are made at the local level. In 
general, the proficiency and equity with which the cooperatives operate 
reflect the conditions prevailing in the country as a whole - a fact which 
is hardly surprising. Where there is a strong private sector, cooperatives 
are difficult to sustain. They also encounter serious problems in countries 
which have an acute shortage of skilled manpower. Nevertheless, cooperatives 
probably provide one of the most promising vehicles for reaching large 
m.:mbers df smallholders and rural produ,::ers. 

33. There are other means of reaching small farmers. These include 
farmers' associations and other groupings, frequently informal, which have 
obtained credit from financial institutions under conditions of group lia
bility. Small groups have been organized, sometimes within a formal 
cooperative system, in several countries in order to obtain credit for small 
farmers. These groups are highly diverse, including village societies in 
Turkey, tribal groups in Africa, peasant groups in Mexico and so forth. 

34 . In areas where credit institutions are lacking or grossly inadequate, 
it is possiblt!, as an interim measure, to increase the supply of credit for 
small farmers by using non-institutional channels, such as traders or 
merchants, as conduits for public credit. This has yet to be proved as an 
effective mechanism. The risk of misuse of funds and the difficulty of 
integrating credit functions with the other package elements indicate that 
the use of non-institutional channels should be approached very cautiously, 
usually in the context of a channel of last r.esort. 

35. There is need for all concerned to learn much more about the most 
appropriate channel for providing credit at low cost to enable large numbers 
of small farmers to become more productive. It is clear, though, that any 
system intended to reach large numbers of low income producers will have to 
be based on different principles from those systems assigned to reach 
relatively few large producers. One important difficulty which arises from 
the need to reduce administrative costs is that the borrowers themselves 
will have to operate through some institutions which represent them as a 
group. This institution will have to assume responsibility for being the 
channel to its members and for administering, supervising and collecting 
loans at che local level. However, while it is possible to identify the 
need and importance of a group for this purpose, the specific nature of the 
group that will be most effective will vary among different societies and 
cultures. 

36. Because of the special problems of dealing with small farmers, a 
case could be made for separate credit institutions to look after them. 
They require 1m1ch more service, including closer supervision, than the more 
commercialized larger farmer and more flexible policies relating to credit 
collateral, down-payment requirements and repayment schedules. But insti
tutional and manpower constraints are such that few countries are in a 
position to establish parallel institutions. A practical solution is to 
keep the programs and accounts for small farmers separate and distinct 
from the others, so as to be able to evaluate performance and costs of 
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providing credit to small farmers by various methods, and to take such 
corrective steps as may be required. For the same reasons in a multi-purpose 
cooperative, the credit account should be held separately from the other 
activities. 

37. To sum up, in order to develop effective credit institutions for 
dealing with small farmers, these appear to be the important considerations: 

(i) The institution must encourage acceptance of its role in 
assisting small farmers and make itself readily accessible 
at the village level. 

(ii) It must view credit as part of a package to improve small 
farmer productivity, have specific proven technology to do 
so and assurance that the inputs required are available. 

(iii) The institution should look to the advantages of providing 
credit in kind for purchased inputs, both to relieve the 
smallholder of further transactions with which he may be 
unfamiliar and to provide the institution with some assurances 
that the credit is used for the purposes intended. 

(iv) Credit, especially credit in kind, must be timely; if 
provided too early or too late it leads to diversion and loss. 

(v) The basis for selecting smallholder borrowers should be 
creditworthiness but the criteria need not be as restrictive 
as for larger borrowers. The important elements should be 
the reputation of the individual within the community, the 
technical feasibility of the proposed enterprise in his 
own farm situation and the expected cash flow generated. 

(vi) The prospects for repayment of loans are greatly enhanced by 
group responsibility for individual liabilities. Given the 
cohesiveuess of most rural conununities, when the village 
cooperative society or farmers' association has a stake in 
an individual's performance, it is difficult for him to 
withstand the pressure of his peers and avoid his obligations. 

(vii) Institutions should understand that for small farmers, more than 
for larger farmers, loans and repayments need to be carefully 
scheduled to meet periods of liquidity shortage and surplus as 
they arise. This will make supervision much more effective 
and orderly. 

(viii) Even so, institutions will need to exercise considerable 
flexibility in rescheduling repayments when unexpected 
circumstances, such as drought or other disasters, occur. 
Under such conditions, it may also be necessary to be 
flexible in regard to lending criteria. 



- 14 -

(ix) There must be a commitment on the part of the institution 
for continuity of operations. This is a recognition 
that performance in the initial stages may well leave 
much to be desired. It will take time and discipline to 
develop effective credit programs for small farmers. 

(x) Finally, authorities should recognize that there is still 
much to be learned about small farmer credit, that a 
process of trial and error on a limited basis may be quite 
in order in many circumstances to provide guidelines for 
wider application. Ultimately, the program should be 
conceived as providing continuing and increasing financial 
support to the farmer for the evolving process of 
modernization. 

Recommendations 

38. (i) The Bank should continue to expand its efforts to help meet the 
credit needs of small farmers. Increased attention to small 
farmers should not, however, obscure the need for al.Ho in
creasing significantly the aid to other groups espectally 
medium-sized farmers. Reaching large numbers of small farmers 
in low-income countries with credit, at the farm level, will 
necessitate a substantial volume of Bank/IDA lending. 
During the next five years an anticipated US$1.3 billion will 
be allocated for rural credit and close to half will be for 
small farmers. 

(ii) The expansion of rural, credit should be on a selective basis 
related to situations which will lead to an increase in rural 
productivity. Credit is not normally the appropriate instrument 
for transferring income to low-income producers or the rural 
poor. While ar. expansion of credit could reach large numbers 
of small, potentially productive farmers, there will be large 
numbers of low-income persons in the rural areas, such as the 
landless and those whose holdings are too small to be viable 
who will seldom benefit from r•ral credit prograas. They 
will have to be aided by other means. 

(iii) Access to short-term credit for purchasing fertilizers, improved 
seeds, pesticides, etc. is often of greater importance for 
small farmers than long-term credit in the initial stages of 
the transition to more productive agriculture. Accordingly, 
there should be appropriate emphases in the credit programs 
for small farmers toward short-term seasonal credit in the 
context of overall on-farm development planning. Bank Group 
lending could provide a permanent working capital fund for 
this purpose which is rolled over and re-used every year. 
As the Bank Group loan/credit is repaid, domestic sources 
of credit/capital can gradually replace foreign ones. 
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(iv) Emphasis should be on the productive capacity of small 
farmers rather than on collateral as a criterion for loan 
decisions. For long-term credit to large farmers, laud 
mortgages are in order; unre use should be made of chattel 
unrtgages or liens on crops as security for short- and medium
term loans. In general, further experimentation with simplified 
arrangements and procedures to secure credit should be encouraged. 

(v) Preference should usually be given to a single institution 
handling all types of credit needed by farmers, both 
short-term credit for production and for living in the 
lean period as well as medium- and long-term credit for 
on-farm development. This would benefit the recipient 
and enable the institution to oversee his performance and 
protect its loan. Credit to farmers should be viewed as 
an integral part of a continuing process to help farmers 
adopt changing technologies as they evolve. 

(vi) With regard to small farmers, preference should be given to 
projects in which credit is designed as an element of a 
reasonably low cost package that provides the necessary 
additional services - as in integrated area or crop develop
ment projects. 

(vii) The Bank should encourage appropriate adjustments to t he 
general structure and level of interest rates so that inter-
est rates within the agricultural sector are in harmony 
with those in other sectors of the conomy. In general 
there is no simple or unique answer as to the question of 
what is an appropriate interest rate on a Bank financed 
agricultural cr edit project. The Bank should work tGward 
t he lonr, run objective of an interest rate that reflects the 
costs of capital and of providing the capital ; an intermedia te 
ohjcct i ve might be to cover at least the opportunity cost of 
cRpi tal. Subsidies should, in general, be limited to cases where 
they can be justi f ied and are likely to be effective in view of 
t he pattern of fanning in the project areas. The issue of i nterest 
rates, however, should always be seen as one component in a 
project. The extent to which the project would achieve the overa l l 
objectives of Bank policy should influence the attitude towards 
interest rates. 

(viii) The Bank should encourage governments to develop systems 
of lending through cooperatives and/or groups of smal l 
farmers. This approach seems to hold most promise for 
reaching large numbers at low cost. The nature of the 
groups will vary according to the culture of the different 
societies involved. At the same time, it should be recognized 
that cooperatives perform poorly in unst countries and ways 
need to be found to strengthen them. 
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(ix) Special project authorities such as those created in Africa 
in limited areas shpuld continue as Bank instruments to 
draw farmers from subsistence agriculture. At the saae time• 
the Bank should encourage the development of apex institutions 
which can promote. oversee and service such enclaves within 
national programs. 

(x) The Bank should give increasing attention to building and 
strengthening financial institutions as agricultural 
credit channels, particularly to orient their efforts 
towards the aaall farmer. 

39. Clearly, the Bank needs to know a lot more about how small farmer 
- "edit programs (including non-governmental programs) perform in improving 
productivity and incomes, and the costs Involved in providing such credit. 
Accordingly, the Bank Group should in fucure insist on a reporting system 
being incorporated, at least in major projects, which will provide information 
from the farm level~regarding the situation before the project was initiated 
and the progress and problems that emerged thereafter. In the meantime, the 
Agriculture and Rural Development Department should initiate a study of 
the administrative and other costs of providing credit to small farmers. 
This study should include considerations relating to the effectiveness of 
cooperatives and other group activities as a means of providing low-coa,t 
credit. 
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I. AGRICULTURAL CREDIT PRACTICE AND PROBLEMS 

1. Evolution of Current Approach 

1.1 The goals of public agricultural credit programs have changed sig-
nificantly over the last two decades. Historically, the main objective was 
to reduce the farmers', especially the small farmers', dependence on the vil
lage 100ney lender, who, it was thought, exploited farmers through usurious 
interest rates. In addition, refinancing was needed for many farmers, espe
cially in Asia, who were excessively indebted at high cost. However, with 
the e-nerging importance of economic growth in the 19SO's and the development 
of new and more productive agricultural technologies in the 1960's, govern
men~s have shifted emphasis so that today the main purpose of most credit 
programs is to increase output. In a few of the more prosperous developing 
countries there has been a further evolution: credit institutions are now 
used to mobilize rural savings in order to reduce the sector's dependence on 
exter~al funds. The programs receiving support from the World Bank Group and 
other in,:ernational agencies have increasing production as their pri mary goal. 
Many combine this with a concern for the welfare of the small farmer, again 
primarily through raising his output as well as reducing his dependence on the 
money lender. 

1.2 In idealized form, a modern, production~oriented credit program is 
organized as follows: the government lends its own funds together with those 
obtained from other sources (e.g., an international agency) to an agricultural 
bank which, in turn, relends the funds either directly to farmers or indirectly 
through coooperatives. The farmers use the funds to purchase productive in
puts - fertilizer, seeds, pesticides, livestock, tubewells, machinery, and 
such - which are combined with family labor to produce more output. The addi
t ional output is sold and the proceeds are sufficient to repay the loan ye t 
leave the farmer better off. The paym,ints received from the farmers by the 
agricultural bank are adequate to cover administrative costs, to pay the 
interest on the government loan and also to regenerate lending capacity. 

1.3 The above paragraph suggests several criteria by which to judge 
credit programs: their success in increasing production and farmers' incomes , 
their success in generating sufficient interest and repayments to meet insti
tutional costs, and, for those programs with a small farmer orientation, thei r 
success in actually channeling credit to large numbers in that group. It ~s 
difficult to provide "hard" evidence on the impact on production but it ap;:>ear~ 
that few credit programs can pa,ss all three tests. In a number of countries 
the availability of institutional credit has undoubtedly helped to lncreas ~ 
0utput, but the impact has not been quantified. Regar.ding financial viab.!.li, / 
with few exceptions the record is poor. Interest receipts seldom cover cost-, 
and many programs have high overdues. Without substantial subsidization, few 
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programs could survive. As for the dist.ribution of credit, most of the insti
tutional loans have gone to larger farmers. Furthermore, a few credit pro
grams may have been damaging to the position of the smaller farmers; for exam
ple, in Colombia, Ethiopia and Pakistan, the new technology financed by loans 
~~ ~tributed to the displacement of tenants (due to the lack of concomitant 
changes in institutional structure, especially land tenure). 

1.4 Credit is an important tool in fostering development. But, unless 
the recipient groups have profitable opportunities in which to invest, unless 
the programs are well designed and administered, and unless great effort is 
made to hold down the rate of delinquency, credit programs will fail to meet 
one or more of the criteria of success listed above. This paper attempts to 
outline the issues associated with agricultural credit, particularly with 
lending programs for small farmers, and suggests policies for alleviating 
t he problems. 

l ) lume and Nature of Institutional Credit 

1.5 Outstanding institutional loans for agricultural credit in LDCs 
are estimated to be in excess of $15 billion. International support for these 
programs is of considerable importance. The World Bank Group is now colllllit
ting each year approximately $400 million for agricult·ural credit of which 
more t:-ian $300 million is on-lent to farmers; the Agency for International 
:)eveloprnent and the Inter-American Development Bank each supply another $50 
million per yea r and other assistance agencies provide further millions. 

1. 6 Institutional lending to the agricultural sector by country is de-
tailed in Annex Table 1, which shows total loans outstanding and new loans 
made by institutional sources in the most recent year for which data are 
available. The table also gives the level ,:,f institutional lending in rela
tion to the rural population. There is substantial variation among countries: 
in a ntlllloer of countries, loans from institutions are less than $5 per person 
living · r ural areas while in five the amount is in excess of $100 per cap
ita . On a continental basis, in most countries of Africa and Asia institu
tional lending is less than $20 per rural inhabitant, while in many Latin 

._o un ries the amounts are in excess of $50 per · capita. The greater 
importance of institutional lending in Latin America is confirmed i n Annex 
Table 2, which reflects the distribution of loans by type of lender. Again 
the figures vary widely by country, but, on a continental basis, the percen
tage of loans being made by institutions is high in Latin America, while in 
Africa and Asia non-institutional lending predominates. Within the institu
tiona l sector, publi c institutions are of much greater importance in Asia and 
Africa, while in Latin America a substantial fraction of loans pass through 
the commercial banks. ' 

1. 7 The percentage of farmers receiving institutional loans is shown 
in Ar nex Tab · e 3. Again there is a great difference between certain African 
coun t ries where little more than one percent of all farmers use credit, and 
Taiwan in which nearly all farmers have access to institutional credit. On 
a continental basis, about five percent of farmers in Africa get institutional 
cr edit, while coverage in Latin America and Asia (excluding Taiwan) is about 
15 percent of all farmers. 
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1.8 In summary, only a relatively small fraction of farmers receive 
institutional credit today. The remainder either do not borrow or are depend
ent for loans on money lenders or friends and relatives. Though institutional 
credit is growing rapidly, non-institutional sources are still the major sup
pliers of credit to farmers in most less developed countries outside Latin 
America. 

1.9 Coverage by institutions is even more limited in the case of small 
farmers, for in almost all countries institutions have channeled their funds 
to he larger farmers. In Pakistan the smaller 60 percent of the farmers got 
three percent of the institutional credit. In Bangladesh, few farmers hold 
more than three acres and yet these larger farmers captured more than 80 per
cent of the loans from the Agricultural Bank and the cooperative banking sys
tem. In the Philippines 27 percent of the larger farmers handling 61 percent 
of the land captured 98 percent of the institutional credit. In Thailand, 
those receiving institutional credit held, on average, 60 percent more land 
than the average farmer; in Tunisia, 90 percent of the farmers could not qual
ify for institutional credit; and in Bolivia only 3.5 percent of the institu
tional credit goes to the campesinos. In Brazil three percent of the farmers 
got 34 percent of the loans. Studies of Chile, Colombia, Ethiopia, and Hondu
ras - all indicated that at the time of the survey the larger farmers were the 
main beneficiaries of institutional credit; this indicates that there is scope 
for expanding institutional credit to small farmers. 

Development of Bank Group Participation 

1.10 The Bank Group's lending in the field of agricultural credit has 
eJ1panded rapidly, and now constitutes the major part of Bank Group lending to 
agriculture. 1/ Total Bank Group commitments to agriculture rose from $468 
~illion in the sixteen-year period Fy 48-63, to $621 million during the five
year period FY 64-68, and showed a more than four-fold increase to $2,589 
million i n the most recent five-year period (see Annex Table 4). The credit 
component grew even more rapidly, rising from less than 20 percent of total 
lending to agricul ture in the first period to 56 percent of the total in the 
last five-year period. 

1.11 There has also been a significant increase in the sha=e of credit 
funds going to countries with lower per capita incomes (as also seen from 
Annex Table 4). In the earliest period of Bank lending for agriculture to 
countries with per capita GNP of less than $150, less than four percent were 
for credit projects. In the most recent period, agricultural lending to the 
poorest countries exceeded $1 billion of which more than half was for credit. 
Clearly, credit has become an important element in the Bank Group's agricul
tural programs for low income countries. 

1/ The data discussed below refers to all projects in which a minimum of 10 
percent of the Bank Group loan was used for agricultural credit purposes. 
While this creates some inconsistency with earlier Bank documents, e.g., 
the Agriculture Sector Working Paper, the broader coverage provides a 
more accurate measure of the Bank Group's involvement in agricultural 
credit activities. 
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1.1 2 This activity in the low income countries is of course directly due 
to the av~ilability of IDA funds (see Annex Table 5). While negligible in 
the earliest period, by FY 1969-73 IDA credits were utilized in nearly three
fifths of all credit projects and provided over two-fifths of the volume of 
le.a ing, not counting the portion in projects which were a aank/IDA blend. 

1.13 The Bank Group's initial credit activities were guided largely by 
three concerns - that funds loaned should lead to increased agricultural 
production and productivity, that the investments financed should constitute 
an economic use of resources for both the farmers and the nation, and that 
support is given to developing agricultural credit institutions. In practice 
this meant a concentration on commercially viable farms and agriculture-related 
enterprises; credit was not regarded as a practical means for clealing with 
the probl ems of subsistence farmers and agricultural laborers. However, the 
technologica~ improvements of recent years have changed the economics of 
small-scale farming, making it possible for once marginal farms to become 
viable and creditworthy enterprises. The Bank Group has been increasingly 
concerned with this group of producers, and, although the Bank continues to 
assist programs lending to mediwn- and large-scale farmers, there has been 
s i gnificant shift in emphasis in the allocation of its resources to these 
small farmers (see Annex Table 6). Approximately one-quarter of credit financed 
by Hank/IDA is intended for small-scale producers. 

1.14 In project appraisals, it was reported that agricultural credit 
operations during FY 1969-73 would benefit over 900,000 small farmers with 
,' oldings of five hectares or less. In addition, 300 cooperatives were bene
fi ciaries, containing small farmers as well. Almost 80 percent of the farm
ers holding less than five hectares and benefiting from Bank Group funds are 
in I ndia and Ethiopia. Bank Group credits to India go to 300,000 small farm
ers, about 0.7 percent of the estimated 42 million smallholders in the coun
t r y. The loans are mostly for wells, pumps and motors and have an average 
size of approxi mately $1000, of which the Bank provides about $650. The Bank's 
commitment to these loans is $185 million and constitutes 65 percent of the 
volume of all Bank money flowing to small farmers in the form of loans. 
Anothe~ b00 , 000 small farmers in Ethiopia receive Bank assistance as part of 
_...,_ · ' b c ..1.. .... ultural Minimum Package Project. The average loan size is approxi
mate l y $25.00, of which $12.50 is provided through Bank lending. These loans 
a re for seasonal inputs such as seeds and fertilizers. The number of small 
farmers benefiti ng from Bank-supported programs has grown in recent years, 
but at best are reaching only one percent of the 100 million small farmers 
in the developing world. 

1. 1 S The country and reg i onal pattern of Bank Group credit activities 
(shown in Annex Table 7) brings out the prominent role Latin America has 
played in past Bank Group credit operations. Only in the latest period, 
'""Y 1q69-73, did Asia approach it in volume of lending and number of projects. 
The table also reveal s the Bank ' s limited involvement in agricultural credit 
in West Africa - a reflection of the difficulty of mounting credit projects 
in that Region, in which t raditional cultural practices predominate, and the 
fac t that many count r ies did not .achieve independence until fairly recently. 
Two countries, India and Mexico, together received nearly two-fifths of all 
Bank Group credit for agriculture during FY 1969-73. 
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1.16 A review of the contribution made by Bank Group financing to the 
total costs of agricultural credit projects (shown in Annex Table 8) reveals 
the significantly higher proportions of project costs provided to low-income 
countries - a position which emerged most clearly during FY 1969-73. Also, 
local cost financing has tended to be more important for low-income countries 
than for those in the highest bracket. By the FY 1969-73 period, countries 
with $150 GNP per capita or less had, on average, nearly two-fifths of local 
costs covered by Bank Group financing. Ability to do local cost financing has 
been a key element in expanding the scope for Bank Group participation in 
agr icultural credit, particularly in those countries with the lowest in-
comes and at the earliest stages of development. 

Categories of Bank Group Lending 

1.17 Information on the types of credit projects financed by the Bank, 
as prese~ted in Annex Table 10, shows that total lending in each category 
has increased in the three periods covered. However, the rates of expansion 
by project type and by region differ considerably and are indicative of 
changes in the Bank policy. Lending for livestock operations remains the 
single most important type of credit operation, though its relative share 
in Bank credit commitments has declined slightly. Livestock loans constitute 
nearly one-third of Bank credit projects and make up more than 70 percent of 
the credit pr,:>jects in Latin America, which, in turn, has been the region 
receiving the largest number of Bank Group credit loans. Within Latin America, 
in the past at least, most of the funds have gone for the development of large
scale commercial ranches. The trend in recent years in Africa and the Middle 
East, and in Latin America as well, has been toward developing smaller scale 
ltvestock operations. 

1. 18 The second largest category of loans has been credits in support 
of general agriculture. The nature of such projects is quite varied, the 
category including loans for mixed farming, for general on-farm improvements 
such as land-levelling and for the purchase of non-mechanized implements, 
such as plows. 

1.19 In the period 1969-73, agro-industrial credits were third in impor
tance. These are classified by the Bank under agricultural loans but are not 
for crop or livestock raising; r 'ather they are for processing plants, storage 
and marketing facilities, and for aerial spraying of crops. The next class, 
in value of Bank credit operations, are loans for minor irrigation projects. 
: 1ost of these projects are for wells and low lift pumps. In recent years, 
this type of operation has been limimited to Asia and is often to ?rovide t he 
water control essential to the adoption of the new varieties of wheat and 
rice. 

1.20 Lending for crop development, mostly export crops such as tea , 
oil palm, and cocoa, and integrated agricultural development have 'ooth 
emerged as important credit activities in the 1969-73 period. Reliance ou 
these types of projects in East and West Africa reflects the specialization 
of commercial agriculture in these reg i ons, and the need to package credit 
together with extension and infrasturcture in Africa. 
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1.21 Farm machinery loans were one of the early ki nds of agricultural 
c r ech. ... a ctivity in the Bank. These frequently involved financing imports of 
nA~hiner y and the use of the counterpart funds from their sale for onlending 
-~ f a rmers. Though l ending for this purpose has continued to expand, it has 
done so at a slower rate than lending for other purposes and is now concentrated 
in Asia rather than in Latin America. There is awareness in the Bank of possi
ble adverse social effects and the dislocation of labor associated with t:oo 
rapid mechanization of agriculture. 

2. Problems of Agricultural Credit Markets 

Agri cultural credit institutions tend to be treated in isolation 
r athe r than as a segment of the rural financial system. The discussion pre
sen t ed above indicates, however, that institutions provide only a fraction, 
and in most countries only a small fraction, of credit used by farmers. If 
f arm s avings are i ncluded, institutions provide an even lesser part. A recent 
s tudy in I ndia reported that over half the farm households did not have any 
debt a t all; f armers that did borrow still financed 95 percent of household 
expend i tures, 90 percent of operating outlays and 50 percent of investment 
costs out of t heir own resources. Of the funds that were borrowed, only 30 
percent came from i nstitutions and institutions financed only one percent 
of tota l f arm out l ays.. Institutional credit programs must be designed to 
operate within the overall rural finance situation. 

1. 23 Some of t he maj or problems in rural finance stem from the fragmenta-
tion of the financial markets. In some countries, funds do not flow readily, 
eithe r between markets or even among borrowers within a market. Where this 
s itua t i on exists, it can lead to the following problems: (i) a lack of com
pe t i t i on among lenders, leading to usurious interest rates; (ii) an inelastic 
suppl y of funds , s l owing the investmeni process when the demand for funds for 
development is i ncreasing rapidly; and (iii) the use of surplus funds whether 
for consumption, l and purchas.e (exacerbating the land tenure problem) , or for 

vescmen ts not related to increased productivity. Each of t hese prob
l ems is bas i ca l ly associated with a different stage of agricultur al development, 
though a monopoly of cred i t supplies, where it exists, can be a pr oblem at any 
s tage . Moreover , because the farmers of an area do not all pass through the 
s tages simultaneous l y , all three may be problems at the same time. 

Limitations of Informal Sources 

1. 24 In traditional agr iculture with a stagnant technology, the output 
of farmers is stable or expanding slowly, and investment is low, not because 
farmers ar c too poor t o save or interest rates too high to borrow, but be
c,m.., .... , ovc ime, they have acquired the quantity of capital 1 / which is con-

. sist ent with their t e chnology and their holdings of land and Tabor. In a 

1/ In this pape r the t erm "capital" is used to refer to fixed and working 
capital, while "credit" is used to mean a transfer in .cash or kind with 
an obligation repay. 
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traditional setting some poor farmers use credit regularly to pay for ,their 
household requirements in the months bifore harvest. But most farmers borrow 
only when their crop has been poor or they are faced with an unusual expendi
ture, often for a family ceremony such as a birth, wedding or death. 

1.25 Much of the borrowing is from other farmers - neighbors, friends, 
and relatives - who charge a nominal rate of interest but expect comparable 
financing should they find themselves in need of credit. Some farmers, and 
especially those small farmers making regular borrowings, obtain loans from 
merchants, middlemen, and money lenders, who charge high interest rates. In 
s ome places there is competition among such lenders and the rates charged are 
rougi1ly equivalent to the high cost of lending to small, rural borrowers, 
including a realistic risk premium and the opportunity cost of 1:he money lender 
funds. Other money lenders have a monopoly position and are able to charge 
rates greatly in excess of competitive market levels. 

1.26 In those countries of Asia and Africa for which figures are avail-
able, friends and relatives provided 50 percent of total loans; for the 
countrie·s in Latin America, they provided only 10 percent (see Annex Table 2, 
"Non-Commercial" lenders). On such loans interest is not charged or is nomi
nal. Still, some farmers, and a disproportionate fraction of these are prob
ably small farmers, are forced to borrow from money lenders, middlemen, land
lords and merchants, who, on average, provide 27 percent of total agricultural 
credit (see Annex Table 2, "Commercial" lenders). Many of the loans from these 
commercial sources are at very high rates of interest. Particularly in Africa 
the rates on commercial loans are very high (see Annex Table 9), but the volume 
of commercial lending there is VE!ry small. The interest figures may be mis
leading since they represent an annualization of monthly rates, and most loans 
at high rates are for short duration, seldom longer than three months. 

1.27 Exploitation is made possible by ignorance, by poor communication, 
by the absence of alternative lenders 1, by established trading patterns and 
by differences in economic and political power. Public credit programs by 
offering an alternative source of funds can help those who must deal with a 
credit monopolist. But monopoly power may not be the only, or even the most 
important, reason for high interest rates on agricult_ural loans in developing 
countries. Rather, rates on commercial loans could be high in part because 
of monopoly, but also because capital is scarce, because farm loans are costly 
to administer, because the rate of default is high, because much of the demand 
for credit is seasonal, and because in many countries there is substantial 
inflation. 

1.28 The following illustration suggests the level of interest rates 
which could be achieved only by the most efficient private lenders, namely 

- • 
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lenders who could invest their capital during the whole year, 1/ and who could 
hold administrative costs to three percent and defaults to only three percent. 
To earn 15 percent in real terms, they would have to charge a real interest 

- ' -~~in excess of 21 percent per year. 2/ This is a competitive non-monopo-
1 . J~ic rate. On a monthly basis it is about 1.8 percent per month. Yet even 
at this high rate, the cost to a fanner of financing half of his total expendi
tures for four nonths through borrowing would be about 1 percent of his annual 
expenditures. Data on India indicate that few farmers actually borrow this 
much. The interest rate figures on loans by conmercial lenders show that in 
all Africa and in selected countries of Asia and Latin America, the rates 
charged by money lenders are in excess of 32 percent in real terms. In these 
c~untries, there may be some monopoly in the credit markets; however, shorter 
loans, higher administrative cost_s or more delinquencies than assumed in the 
~~ove example would justify higher competitive rates. In some other countries, 
~"'° .... u1.ey ... enders' monopoly power is apparently quite limited. 

1.29 Only a few studies throw light on the question of informal market 
interest rates. These indicate that in Ecuador, India, Indonesia, Thailand 
and Vietnam average interest rates on conmercial loans are not out of line 
with competitive rates. Studies on Malaysia and Chile, however, indicate 
that in those two countries there is a substantial component due to monopoly 
included in the interest rate charged by money lenders. 

1.30 The object of govermnent policy should be to eliminate not the money 
lender but his monopoly profit. The most effective way to reduce interest 
r a tes and exploitation is to increase both ,the alternative sources and the 
volume of credit in agriculture. This can be done either by establishing 
government credit agencies or by pursuing policies that encourage private 
institutions to lend to agriculture, by allowing them to charge interest rates 
high enough to make lending to farmers profitable. 

1 / Merchant-le.nders usually invest their capital in loans over a period of 
the year. In seasonal agriculture, there is in effect a symbiotic switch
... q, aver the year of working capital between farmer and merchants who are 
crop-buying agents. The merchant requires substantial working capital 
after the harvest to carry out the crop. Over the year as he sells out 
his position , his need for working capital is diminished, freeing funds 
for lending just at the season that farmers are running low on money 
and need loans to purchase household supplies. This seasonal shif ting 
of funds between merchant and farmer makes for an efficient use of 
capital over the year. 

2/ The calculation is as follows: to have an annual return of 15 percent 
on his capital, the lender must collect 15 on every 100 lent plus 3 for 
adminis :.rative expenses and 3 for losses - that is, 21. This must be 
earned from the actual capital recovered - that is, 97 over a period of 
12 months. The lender must therefore charge a real rate of about 21.6 
percent. 
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1 .. 31 Many governments attempt to limit the rate of interest charged by 
the private sector through usury laws. If such laws could prevent exploita
tion, they would be most desirable. But money lenders and borrowers do not 
pay much attention to usury laws. If the maximum interest rate is set too low, 
usury laws discourage lending to agriculture by those private institutions, 
such as commercial banks, who usually obey the law. It is important for develop
ment to improve financial markets and to increase the flow of credit, both 
between and within economic sectors. Finan,'.ial policy must pay due regard to 
intersectoral interest rates. Limits on interest charges which impede the 
flow of funds into agriculture by institutions, but are unenforceable as 
regards the money lender, do little good. 

Changing Credit Uses and Requirements 

1.32 Modernizing agriculture necessita~es the introduction of new techno-
logy into an area. The change can be of various sorts: it may be the intro
duction of a crop not formerly grown in that area or it may be the adoption 
of some practice which preserves yield levels, such as soil or moisture con
servation, pest control, or perhaps the introduction of crop strains more 
resistant to drought, heat or cold; or the innovation may involve a yield
increasing technology in the form of new varieties of seeds, pesticides, fer
tilizer, or machinery. 

1.33 The various types of innovation have different financial requirements. 
Some innovations require little additional capital; for example, a switch from 
one variety of seed to another can be made without much investment. The addi
tional capital needed for others, such as the introduction of pesticides, can 
be financed by many farmers from savings. Evidence from such varied countries 
~s Brazil, Korea, Pakistan, Taiwan and Zambia indicate that farmers have sub
stantial savings capacity when they have attractive opportunities in which to 
invest. 

1.34 But in addition to their own savings, borrowed funds are needed by 
many farmers, especially when the investment is large relative to their in-
come stream. In modernizing agriculture, credit is less likely to be availa
ble from other farmers, as in all likelihood they will be using whatever surplus 
they have to finance their own investments. 

1.35 Nor are local landlords, merchants and money lenders likely to be un 
important source of additional agricultural finance since their supply of funds 
is quite inelastic. They finance only short-term production credits; lumpy, 
longer-term investments almost always need to be financed elsewhe~e. FurtheT
more, in the event of the introduction of land reform, this source may well 
disappear. 

1.36 New technological opportunities can lead to financial stringeu-
cies when they require more resources than traditional sources are able to 
provide. It is at this point that access to credit from external institutions 
becomes critical. Without it, farmers' investment strategy and especially 
that of small farmers, will be biased toward marginal variation within the 
known, traditional technology. 
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Mo~il izcttion of Savings 

One way t o increase the flow of funds within the agricultural sector 
is to tap the surplus funds of those who have successfully adopted the new 
technology. To realize this potential, an appropriate savings transfer mecha
nism must be established. If credit (and savings) institutions can offer suc
cessful farmers attractive financial returns, they can encourage them to main
tain a high rate of savings. The resources so mobilized can then be re-lent 
to farmers who are still at the earlier stages of development. To the extent 
that agricultural credit institutions can become the foci of local financial 
markets by mobilizing and distributing savings, they can lessen the dependence 
of the agricultural sector on outside sources of finance. 

1.Jb I t must be recognized, however, that mobilization of savings through 
~inancia l mechanisms will not automatically lead to an increased flow of funds 
within the agricultural sector wtless loan investment returns are co11111ensurate 
with those elsewhere in the economy. Traditionally savings mobilized in rural 
areas have been re-lent primarily in urban areas (because of higher interest 
rates in these areas). 

3. Constraints on the Role of Credit in Development 

1.39 Credit - that is nnney - can itself grow nothing. To achieve the 
objective of expanded production, borrowed fwtds must be spent by farmers 
on physical inputs - fertilizer, seeds, pesticides, labor. The surplus out
pu t must then be transported to market and sold to domestic or foreign con
sumers. This is a complex process. Credit puts funds in the farmers' hands 
t hat can be used to purchase productive inputs, but whether this will be done 
or not depends upon technology, markets, infrastructure, information and 
attitudes. 

, ' " Tr, mos t developing countries, the growth rates in agt.icultural 
ou tput have been the slowest of all major sectors: farm production gener
ally has been increasing at less than three percent per year. Coupled with 
t his , t here has been a low level of capital formation in the countryside. 
Many credit programs are predicated on the assumption that, in large part, 
a shortage of funds is responsible for the slow rates of investment and 
growt h in agr iculture, particularly in the case of small farmers. The follow
i ng section aims to identify those factors which are essential complements 
of credit in pr omoting agricultural development. 

Limited Applicability of New Technology 

1.41 There are many opportunities to put credit to productive use in 
agriculture, ranging from merely spreading fertilizer where none was used 
be f ore, to utilizing t he more advanced elements of the technology associated 
with t he fu l l-scale "green revolution" including multiple cropping. But these 
are often l imited to farmers in specific regions or to areas with particular 
natural endowments. Although dramatic increases in yields were experienc~d 

--• 
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after the successful introduction of new technology in some areas of the world 
in the 1960's, the applicability of these practices has been geographically 
limited. Indeed through 1970/71, outside of Mexico, the "green revolution" 
was highly concentrated in Asia - South and West Asia for wheat and South and 
East Asia for rice - with small quantities of the higher-yielding varieties 
of wheat being raised in North Africa and rice in Latin America. In fact, 
outside nf Mexico, 86 percent of the total area planted to new wheats was in 
India and Pakistan. Rice was not quite so concentrated but 60 percent of the 
land planted to the new varieties was in India. 

1.42 The possibilities of introducing high-yield and/or multiple-cropping 
techniques are limited, at present, to irrigated and high rainfall areas of 
mild temperatures, which probably do not occupy more than 30 percent of the 
world's potential arable land. For many other areas it is possible to develop 
yield-preserving, rather than yield-increasing, technologies, but there is 
an urgent need for II¥)re basic research to open up new technical horizons for 
agriculture in the developing countries. Similarly, there are limits on the 
availability of uncultivated land. Although there are areas of cultivable 
but unused land in Latin America and Africa, and a little in Asia, the expan
sion of cultivated land in developing countries is, on past performance, 
unlikely to exceed one percent per annum, a rate far short of population 
growth in the developing countries. 

Economic and Social Constraints 

1.43 Even where technical opportunities exist, these may not be economic. 
New grain varieties, although they may produce larger harvests in physical 
terms, have sometimes sold at a qiscount because local consumers consider 
them inferior to native grains. The profitability of new investment oppor
tunities resulting from new technologies or from opening new lands is clearly 
not guaranteed, and it would be misleading to assume that all new technologies 
made available :o the small farmer will be profitable to him. Where new tech
nology does not

0

exist, priority should be given by government to developing 
opportunities which will make possible increased output on economic terms, or, 
where feasible, to t aking steps to brinr additional land under cultivation. 

1.44 Some of the recent improvements in technology involve indivisibili-
ties which make them less suited for adoption by small farming units. For 
example, the new seed varieties are much more productive when water applica
tion can be controlled. Yet the minimum size tubewell or low lift pump avail
able in most areas is larger than that required by small farmers to irrigate 
their land. In some areas it has been possible to group small farmers to share 
a single pump or tubewell, but where farmers cultivate several tiny parcels, 
such organization becomes IIX>re difficult. On the other hand, fertilizers, 
pesticides and new seed varieties are almost perfectly divisible. In the 
Indian and Pakistan Punjab, where irrigation was already available, the new 
grain technology is apparently as well suited to small farmers as to large, 
and the new practices were adopted to roughly the same degree by both groups. 
When indivisibilities are important, the new technology tends to be less pro
fitable for smaller farmers, giving the larger ones advantages in the market 
place. 
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1.45 Many agricultural innovations are quite risky. For example, the 
new seeds s how greater yield variation than the varieties they displace. 
Und, r id .' conditions, output may be twice as great or more, but under adverse 
· ·n ~~~ 0 ~ conditions the new seeds may yield even less than the traditiollal var
iL _d. 1/ Many of the traditional varieties have evolved overtime, or'were 
consciously developed through early research work, to produce under wide ex
tremes of weather conditions. The risks associated with the new technologies 
may threaten survival, especially among small farmers in marginal ecological 
areas who live close to subsistence levels, and this reduces the attractive
ness of the new practices. 

1.46 New agricultural practices may be disturbing to farmers' culture, 
traditions, attitudes and values. Profitable changes in practices .may not 
be adopted if they involve work considered to be demeaning, or if agricul-

1 seco~dary occupation, with primary orientation toward non
ag ~icultural employment, or if societies provide sanctions against progressive 
- -~ .,1e.J: S • 

1.47 The absence of an adequate marketing infrastructure may make invest-
men t unprofitable. A number of country studies - Ecuador, Ghana, India, and 
Mal aysia - report that a lack of adequate infrastructure makes marketing addi
t i onal output unduly costly. Price policies, such as unrealistic export ex
change rates, export duties, or artifically low prices designed to favor 
urban consumers can also reduce the profitability of marketing additional 
output. Where i:he delivery and marketing system and pricing policies are 
satief actory, experience shows that not only are credit operations greatly 
r ac ~itated but credit requirements are not as large as they would otherwise be. 

1. 48 Adoption of the new practices may also be constrained by a lack 
of inputs. For example, new seeds and pesticides may be available, but ferti
lizer may be in short supply. Because success of the new technologies depends 
on a balanced application of several inputs, the absence of any one may ad
versely &::e~- ~t _' ~efits to be gained from using the others. An investment 
i n 1 tubewell may fail if the farmer cannot also obtain required fertilizer. 
The small farmer is at a definite disadvantage in acquiring essential ~:nputs 

YP~Y is limited to a degree which required rationing. Steeply ris
ing prices may keep limited supplies away from the small farmers, but, even 
where prices are co, trolled (and sometllJleS subsidized), the wealthier and 
more influential farmers seem better able to capture what is available and 
to get the government to respond to their needs. 

1.49 Farmers may be ignorant of the economic opportunities open to them, 
or they may misjudge the potential returns from new practices. In many cases, 
rPcnnunended procedures appear to be only imperfectly advpted. Farmers may 
use new seed but not fertilizer o~ ....,. a fertilizer in seed beds but not in 

1/ The new wheat varieties introduced into Morocco from Mexico were found 
to be highly susceotibl e to rust - a problem which had never occurred 
in the somewhat different Mexican climate. 
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their fields. For various reasony, including the great effort required to 
reach the large number of small farmers, extension agents spend less time vis
iting smaller units, with the result that the ·1atter are less informed about 
new practices. A study of small farmers in Zambia concluded that an educative 
process was needed with regard to both the potential commercial nature of farm
ing and the profitability of innovation. 

Non-Credit Policy Requireaents 

1.50 To be successful in expanding production. government policy must 
relax each of the binding constraints, whether it be financial or non-~inan
cial. For example, where the constraint is absence of knowledge. the C..overn
ment' s program should incorporate some form of extension service; where. it is 
lack of experience with a particular inrut or crop, the program might include 
a subsidy on the input or a support price for the output to make the use of 
the input or the growing of the crop more profitable. If the constraint is 
risk aversion, crop insurance may possibly be used to reduce the yield com
ponent of risk, or a support price may reduce the risk of price declines. 

1.51 There are also various techniques for shifting more resources into 
agriculture. In addition to institutionalized credit programs, alternatives 
include cutting truces on agriculture, particularly export levies, or improv
ing the terms of trade between agriculture and other economic sectors. Many 
count~ies discriminate between the prices established for agricultural and 
industrial commodities by raising the prices of the latter through protective 
tariffs and depressing those of the former by price controls on domestic food
stuffs and through taxes on export commodities. In countries pursuing such 
policies, improving the terms of trade for agriculture should be given highest 
priority and would probably have a very substantial impact on output and con
sequently on the demand for credit. {However, it must be recognized that 
credit is one facet of overall economic policy - increased availability of 
credit may have little effect on production if other economic polic!es militate 
against farmers' using credit profitably. · Where such a situation prevails, 
credit will only become effective if those policies are modified.) 

1.52 Credit and alternative programs of the kind indicated compete for 
scarce funds to achieve basically the same objective, i.e., to encourage 
farmers to adopt new agricultural practices. The choice of means, or combi
nation of means, should depend upon careful analysis of the nature of the 
constraints in a specific situation, as well as of the costs of alternative 
programs and their political and administrative feasibility. The costs and 
the ability of the government to deliver services to a target group, espe
cially when those are small farmers, can differ markedly among programs. 

1.53 For the very poor in rural areas, agricultural credit programs 
are of limited application. Many of the very poor in the countryside are 
landless laborers, or those who are too aged or too infirm to work. For 
these, credit will be of little direct benefit. But even those owning a 



- 30 -

little land may either have no productive opportunities or require sqch amall 
ru::ounts of capital that grants would b~ more economical than the coat of col
,.,,.t;n~ loans . 

1.54 To help these underprivileged groups, programs Qther than credit 
will have to be adopted. Agrarian reform is important. Prograaa aimed at 
improving the productive opportunities of small farmers will also help. 
To date, most agricultural research has been directed at monocultural prac
tices and little has been done to improve methods of intercropping, typically 
empl oyed by very small farmers. In addition, programs not directly connected 
wi th agriculture, such as health and educatior .. schemes, are also likely to 
improve farm productivity. But :J.n the end many of these people will improve 
t heir lot only by leaving agriculture and find~g employment in more productive 

__ .. -~ the economy. 
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II. AGRICULTURAL GREDIT PROGRAMS AND POLICIES 

2.1 The success of credit operations depends not only on the conditions 
under which farmers will use institutional credit to expand production but 
on the agricultural credit agencies themselves. With regard to institutions, 
there are three key problems: the design of credit programs, the financial. 
viability of the credit agency and the structure of the credit deliyery mech
anism. In order to discuss these questions, however, some conceptual clarifi
cations are required. 

2.2 First, for purposes of exposition, this paper divides farmers into 
two classes - large farmers and small farmers. There is, however, actually 
a continuum of farm sizes and the problems Jf the medium-size farmers should 
not be ignored. Experience has shown that the most progressive farmers, in 
fact, the real innovators, most often come from this class. Second, land 
quality is equally as important as .land size. Three hectares of irrigated 
lowland may be far IlX>re productive than 25 hectares of arid or mountainous 
land. Third, the point was made in Part I that investment programs would 
succeed only if the farmer had profitable opportunities in which to invest, 
but these opportunities are of various kinds. To take advantage of some 
requires only additional working capital, while others need more expensive 
fixed investments. Because of differences in the size of holdings, the qual
ity of land and the nature of the investment opportunity, there is a substan
tial range in the additional capital required by farmers. This amount cannot 
be precisely identified with farm size, and certainly not with the oversim
plified rubrics of small and large farmers. 

2.3 For the design of credit programs, what matters is not so much 
the size of land holdings, but the scale and type of the farmers' loan require
mrmts. For example, the costs of administration rise as the average size of 
loan declines. But a small farmer seeking to finance the acquisition of a 
tubewell may require more funds than a large farmer borrowing in order to 
purchase fertilizer. Secondly, the availability of credit personnel and 
the level of their salaries greatly influences the type of credit program 
that can be economically administered. Where s~laries are low, it is, of 
course, possible to service smaller loans. In summary, on the rich alluvial 
lands in certain areas of Asia, it may be economical to have credit programs 
serving farmers with nruch smaller landholdings than, say, in the mountains 
of Latin America, where, because of the poorer quality of land, the different 
nature of the investments and the higher salaries of credit officials, the 
costs of credit service for farmers of similar size would be much higher. 

--
• 
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1. Designing of Credit Programs 

Separation of Programs for Different Borrowers 

2.4 Experience with both Bank Group programs and others, has shown that 
when a single credit agency serves both large and small faraers, most of the 
funds, if not most of the loans, go to the larger farmers. In part, this is 
a political problem; at the local level, it is the larger farmers who have 
the political and social influence with the credit agents. In addition, lend
ing to the large farmers involves lower costs and lower risks. As will be 
discussed later, administrative costs on small loans to widely dispersed farm
ers are expensive. For aany reasons, institutions are often unable to charge 
interest rates high enough to cover the costs of small farmer lending. 
Because it is more difficult for small farmers to generate a marketable 
surplus, the risk of default associated with small farmer lending is also 
greater. Lastly, many credit agencies require some form of security from 
farmers, and small farmers have little or no security to offer. Because the 
misuse of funds for consumption, high default rates and inabili,y to cover 
costs are usually considered the hallmarks of a poorly administered credit 
program, managers of credit institutions attempt to hold down the value of 
small farmer loans in order to meet the criteria by which they are judged. 

2.5 It seems advisable that the Bank should support separate credit 
programs for large and small farmers, in order to increase the probability 
that funds intended for small farmers actually reach small farmers in areas 
in which land holdings differ markedly by size. But, since credit institutions 
utilize scarce human and capital res.ources, it is often not economical to have 
completely separate and parallel organizations for small and large farmer 
lending. In such cases, separate programs should be created within a single 
institution, to a large extent utilizing the same facilities and personnel. 
However, the financial accounts should be kept separate, and many aspects of 
the programs will be different. Where there is not a clear distinction between 
small and large farms, it will be necessary to adopt other criteria such as 
income to sort out the two groups. 

Providing Credit for Particular Ptn"poses 

2.6 Although Bank Group agricultural credit projects have generally 
been oriented toward funding specified production activities (hence their 
classification into livestock, mechanization, general agriculture and other 
categories) the items covered by such programs are not usually exclusively 
of~ single type. All components of a production package should be, and 
usually are, financed under such schemes. In some cases there have been 
unfortunate instances where this has not been so. As an example, in cash 
crop projects in Africa credit has been provided for inputs to the cash crop 
(mainly fertilizer) but not for the subsistence crop, though the cash crop 
can be grown on many farms only if land is released from subsistence crops 
by increased yields. In a number of agricultural credit projects, as in 
India, short-term credit for incrP.mental working capital required as a result 
of permanent improvements and adoption of modern technologies have not always 
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been made available to farmers. This resulted from the lack of coordination 
between two separate cooperative systems, which provide either short- or long
te_rm credit. Clearly, there is a need to think of production packages for the 
farm as an entity and to finance all complementary components of a new techno
logy package if the goal of rapid innovation is to be attained. Further, 
tht!re is a need for related long-term financing plans which project farmers' 
overall financial requirements and recognize the necessity of sustained 
financial support for on-farm development and working capital. 

Terms and Conditions of Lending 

2.7 In the past the Bank Group has financed credit programs lending to 
farmers for investments in fixed capital, believing this type of lending to 
be most appropriate, since it is the lumpier investments with longer term 
pay-offs that farmers have the most trouble financing from their own savings 
or from alternative sources such as money lenders and merchants. (The latter 
usually provide only relatively short-term credits.) Many of the longer term 
investments in fixed capital are not suitable for small farmers because of 
size indivisibilities. However, the creation of farm.er groups to share capital 
investments such as tubewells and pumps and further reduction i~ the minimum 
scale of such investment such as the development of rotary till,?rs and smal l er 
irrigation systems can reduce this constraint. At the present time, however, 
muc~ of the smaller farmers' investment requirement is for seasonal investments, 
to tate advantage of new technology comprising seed, fertilizer, pesticides 
and the like. 

2.8 Today, the preponderance of credit from public agricultural credit 
institutions is for short duration loans for working capital. Annex Table 11 
shows that in Africa and Latin America 7 5 percent of the institutional loans 
are for two years or less and that in Asia the figure is 65 percent. Cer
tainly, a similar proportion of small farmer credit needs will be short-term. 
The Bank Group has, for the most part, followed a policy of financing a working 
capital revolving f und only when it constitutes an essential part of investment 
under a project and meets two conditions: it is incremental start-up working 
capital and such fin,nce i s not available from other sources. The Bank's 
approach has been essentially pragmatic, however, and in recent years the 
policy toward seasonal lending has been relaxed. One of the first cas~s of 
such a change i n policy was in Tanzania, where the Bank Group financed a 
substantial por t ion of a permanent working capital revolving fund requ i r ed 
by supply cooperatives to purchase and distribute fertilizers and pesticides 
to their members. In the future, the Bank Group's increased emphasis on 
small farmer projects will necessitate more such lending to credit institu
tions engaged in financing seasonal activities. Credit of this kind i s most 
needed by farmers to produce a marketable surplus. 
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2. 9 The smal l size of individual loans is one cause for the high admin-
i strat ive cos ts i n most small farm lending programs and these programs . can 
i ll-afford to fragment further small farmer credit needs into separate long
term and short-term components. Consequently, small farmer credit ageucies 
s hould be r esponsible for the delivery of both long-term and short-terDi credit, 
supplementing long-term financing with working capital when needed, as well as 
providing short-term loans for small farmers with only seasonal credit needs. 

Provis i on of Complementary Services 

2.10 As discussed previously (paras 1.39-1.54) a shortage of capital is 
of ten not the only constraint preventing farmers from adopting a new technology. 
Of t en the farmer lacks other important ingredients - knowledge of technology, 
i nputs such as fertilizer and seed, and, sometimes, even th_e ability to sell 
his crop. To make the credit program a success, the government must provide 
t he complementary inputs that the market system or others do not provide, or 
provide but poorl y. Usually various specialized agencies provide these auxil
iar y s e rvices, such as extension, sale of inputs and marketing. In other 
cases, however, several separate services are delivered jointly in what has 
been ca lled a package program. 

2. 11 The package approach is to be preferred in that it provides the 
far mer not onl y credit but all of the ancillary services he requires, even 
though some of the benefits of specialization are lost. Several of the small
holder pro jec ts wh ich the Bank has financed in Africa are of the integrated 
var ie ty : the Lilongwe and Shire Valley Projects in Malawi, tea projects in 
Kenya , Tanzania and Mauritius, the Wolamo Project in Ethopia, the Casmance 
Pro j ect in Senegal, and the cocoa and palm oil projects in the Ivory Coast. 
These projects are considered quite succi°?ssful. On the other hand, in several 
cr edit programs in Latin America in which the credit agency assumed the respon
sibility for performing non-credit functions which were not directly related 
to the purposes of the loan, there was a deterioration in both the quality of 
lending and in t he credit institution's financial position. 

2 .12 Whether a single agency should be responsible for delivering ,several 
servi ces or spec i alize in the provision of one is situation specific and depends 
upon the availabi l i ty of trained personnel and the degree of institutional 
develo~ment. I n countries rich in manpower and institutions, there are some 
a dvan tage s in spec i alization. In countries somewhat poorer in both, it is 
possi ble to separate functions at the apex level but combine them at the local 
level where the availabi lity of staff is thinnest and application most costly. 
In countr ies with t he least developed administrations, it will be necessary 
to utili ze wha t ever distribution channels exist. Sometimes this will mean 
credi t officers providing extension or the reverse. In other cases, organiza
t i ons developed by private companies to ensure adequate supplies of such crops 
as toh acco, tea , cotton and groundnuts, can be used to provide the needed serv
i ces. In yet other countries it will be an area or crop development organiza
t i on, such as t hose being financed by the Bank in Africa. 
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2.13 In summary, the scope of activity best suited to credit agencies 
will depend upon the specific circumstances related to the availability of 
trained personnel and the feasibility of using or creating separate administra
tions for providing the additional services required to stimulate farmer develop
ment. If a multi-service approach is adopted by the credit institution, the 
costs and income from various activities should be kept separate and th,2 cre-
dit agency should be reimbursed for the costs of services not related to the 
administration of the credit program. If a clear division of costs is not 
established and if ancillary services are not compensated for, it will not 
be possible to judge the financial success of the credit program, and losses 
incurred through the provision of ancillary services may lead unjuatifiabl y 
to the abandonment of the entire program. 

2.14 The most common ancillary service provided and financed by credit 
agencies is farm supervision. The degree of supervision employed varies 
widely, covering the range from the simple provision of basic crop informa
tion, a service roughly equivalent to extension, to the specification of in
puts, sometimes provided in kind to prevent the misuse of loans, to almost 
complete control of the farm operation by supervising officers. Supervision 
is designed to help the farmer but also to prevent loan funds from being mis
used to finance consumption, and to i nsure repayment. Improved supervision 
can encourage the effective use of credit . 

2.15 But supervision to prevent the use of loans to finance cons umption 
can be only partially successful. Farmers and par ticularly small farmers 
seldom divide their operations between production and consumption. Farm l ife 
is integrat ed and much of their own production is used for household consump
tion. Owing to the inherent fungibility of credit, supervision can never 
completely eliminate increases in consumption subsequent to the receipt of 
l o.ins, even when cred it is provided in kind. Given that supervision is 
costly , it must be subjected to careful evaluation and planning in terms of 
number, purpose and scope of visits by the supervisory officer, to be certain 
that the benefits j ustify the costs. In the main, though, expanded super
vision appears to be warranted as a means of reducing defaults. 



- 36 -

2. Financial Viability of Credit Insti tutions 

2 .16 Throughout the period of Bank Group involvement with agricultural 
credi t, a major concern has been to strengthen the credit institutions 
wi thin the borrowing countries, and particularly to ensure their financial 
viability. The main reason underlying this orientation is that institutions 
without financial viability, if they survive at all, are dependent upon annual 
appropriations from government to help cover costs, and are therefore suscept
ib le to political influence. In fact, without substanti al subsidies, few 
exi sti ng credit institutions would have been able to survive since, for most 
of them, costs exceed revenues and inflation plus defaults have eroded their 
capi t a l structure. 

Loan De l i~q_uencies - Overdues and Defaults 

J . 1 7 Failure of farmers to repay their debts on time, or even to repay 
them a t all, is a serious problem in most agricultural credit institutions. 
The data on delinquency and default by country and program are shown in 
Annex Tab le 12 . The table presents two measures of arrears where available, 
unpaid l oans as a percentage of the total portfolio and as a percentage of 
pavnents due duri n p, the year f r om both loans coming due and those overdue. 
T:1is Jat ter percentage is called the arrears rate. The figures cited should 
not be used to ma_ke invidious comparisons among countries or programs because 
t i1e fihures reflect wide variation in definition and in quality of information. 
'.,ever t hel es s , the import of the data is clear - in most programs, delinquency 
r ates a r e v e ry high , frequently as much as 50 perc.ent of amounts due. Some 
c1. :,:: encies are t hought to have even higher rates of arrears than reported in 
t hese tab l es, but these are concealed, primarily through the refinancing of 
1mra i<l deb ts. 

2. 1 8 Data on actual defaults are very scanty. Experience shows, however, 
that e xcept for a few countries, recuperation of large portions of arrears 
is usual ly possible over a number of years, and on Bank-financed projects 
losses r esult i ng fron defaults have seldom exceeded five percent of loans 
outstanding. Nevertheless, loan delinquency i s a serious problem for most 
agricultura l c r edi t institut i ons because it results i n waste of manpower, 
higher cost of administration and s low turnover of r esources. Projects 
financed bv t he Bank have exper i enced serious collection problems in recent 
years i n Colombia , Pakistan , Senegal, Tanzania and certain of the states of 
India. 

~.19 There a r e t hree gener al reasons for overdues. The first stems from 
the farmer's fai lure to use borrowed funds for producti ve purposes. Second, 
over<lues may result from adverse outcomes from the investment rather than from 
~ny fail ure to a ppl y the loan proceeds as expected. Causes include bad 
harvests, natural disasters of various kinds, and changes in economic conditions 
which cause farm prices to drop. Some loans have been made on the basis of 
unreal is tically favorable assumptions about the probable results; at other 
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times, the terms of the loans were ill-suited for the purpose for which they 
were issued, e.g., short-term loan for medium-term activities. Although much 
of this can be prevented by improved supervision planning and a better. appre
ciation of the real developmental potential in specific situations, along 
with considerations of the borrower's rep~yment capacity, many overdues will 
continue to occur for reasons that cannot be foreseen at the time. 

I 

2.20 The ttird reason for delinquency or default is not related to an 
inability but rather to a refusal to pay. Having the funds to repay a loan 
is, of course, not an absolute matter. Some funds are usually available and 
farmers have to establish priorities for their use. Apparently repaying 
public sector credits is accorded low priority by many farmers. In some 
cases, farmers have the impression that credit is a gift made to ensure their 
loyalty and future support. Governments sometimes do little to change this 
attitude, and may even encourage it in times of political uncertainty. Low 
interest rates may encourage delinquency, too, especially if new credit has 
to be obtained at a higher rate. 

2.21 The farmer's lack of enthusiasm toward repayment is aggravated by 
an observed general unwillingness of governments, through their credit 
institutions, to impose sanctions on those whose debts are overdue. If land 
is pledged as collateral, government credit institutions rarely foreclose. 
Denial of new loans is the usual penalty for failure to repay. This is often 
a weak sanction ., especially for short-term credit, since if the size of a 
recurring loan levels off, the farmer has less incentive to repay. This is 
reflected in a decline in repayment percentages as programs mature. Lack of 
proper records and of an effective collection procedure also contribute to 
pnor repayment performance. 

2.22 Cases have arisen where non-repayment has been the result of a 
.:oncentrated effort to cheat the credit institution, sometimes encouraged by 
landowners and moneylenders fearful of the competition. At times, it stems 
from corruption within the credit institution itself, wl1en officials are 
more interested in bribes from those receiving loans than in the difficult, 
and personally less remunerative, task of recovering the overdues. 

2.23 Failure to repay is common to '. large and small farmers alike. Small 
farmers would appear to be more prone to delinquency stemming from the first 
two causes mentioned above. They are more likely to use borrowed funds for 
consur.iption purposes and in poor crop years they are less able to generate 
the marketable surplus needed to repay their loans. On the other hand, in 
several countries~ for example Bangladesh, Bolivia, Colombia, Costa Rica and 
Ethiopia, there is evidence that larger farmers actually have poorer repayment 
records. In many of these cases, it appears that large farmer delinquencies 
are deliberate. Large farmers use their political power to protect themselves 
against the penalties for delinquencies. Their overdues also occur where 
agrarian reform measures are expected or already in effect, and they stop 
repaying past loans in the hope that a debt adjustment or moratorium on 
repayment will be forthcoming. 
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2.24 From ~he overall economic point of view, default is a transfer 
payment to the defaulting farmers. But it is one of the least desirable or 
equitable for.ms of transfer: it destroys the financial viability of the credit 
institution: and farmers who know they will not be required to repay are more 
likely to use the borrowed funds for consumption purposes. From a social 
viewpoint, this is one of the most costly aspects of the default problem. 

2.25 Reducin~ the levels of delinquency and default is the most important 
issue in seeking to make public sector credit programs financially viable. 
Traditionally, credit agencies have required that borrowers pledge some 
collateral , usually land, to secure their loans. Although this practice is 
feasible when lending to large farmers, small farmers often lack certified 
titles to their land and tenants have no title at all. Moreover, it is 
frequently difficult and expensive for the small farmer to obtain the 
appropriate legal instruments. For its part, the Bank has consistently 
emphasized that the productive capacity of his holding should substitute 
for security as the essential criterion in loan decisions. 

2 .26 In many cases, it is too costly to foreclose on assets pledged by 
small farmers, making security instruments poor protection against default. 
Lending only to those with investment opportunities sufficient to produce a 
significant marketable surplus is perhaps the best way to reduce the level 
o f default. In such programs as the Puebla project in Mexico, INCORA in 
Colombia , and ACAR in Brazil, where credit was followed by a large increase 
i n output, the problems of default and delinquency have been noticeably reduced. 
Another practice which has reduced delinquencies is to coordinate repayment 
with marketing of crops which must be centrally processed, e.g., tobacco, 
cotton, cocoa, tea and coffee. The use of chattel mortgages and liens on 
crop production has also been effective as a low-cost method of protecting 
a gainst default. 

2 .27 Following a bad harvest, credit agencies frequently adjust repayment 
terms, either through renewals or postponements of maturity dates. However, 
most of the available data indicate that once a loan is in arrears, collection 
i s bo th difficult and costly. This suggests that in areas where output is 
h i gh l y variable, it might be possible to employ contracts whereby the credit 
a f, ency would be paid a percentage of the farmers' output rather than a fixed 
amount . Such sharecropping arrangements are quite common for land rentals. 
Cro p i nsuranc e is a possible way to protect both the borrower and the credit 
a r, ency a gainst the vagaries of nature. Both approaches involve difficulties 
o f administration and in the case. of crop insurance may prove costly. 

2 . 28 I f the incidence of delinquency and default associated with poor 
ha rves t s , ancl f rom failure to use borrowed funds for production, could be 
r educed, credjt agencies could afford to deal more strictly with the remaining 
s 0urce of over<lucs, i.e., farmers who have the funds but refuse to repay. 
The onus attached to attempts by public credit agencies to take court action 
would he greatly reduced if such efforts. were confined to the deliberate 
defaulters. This hecomes largely a matter of attitude and political will. 
A de c ision on the part of the Bank Group to withhold funding where that will 
is lacking Mi ght strengthen the government's hand, 
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Costs of Agricultural Credit 

2.29 Credit programs are costly to operate. The administrative ccsts 
of agricultural credit institutions vary considerably, as evidenced in 
Annex Table 13. In part, the difference in reported costs reflects a 
difference in concept and in the responsibilities of the institutions involved. 
The costs of supervision and other ancillary services vary, and eliminating 
these items to achieve comparability among agencies has not been possible. 
further, in some cases, the cost figures cited encompass the entire credit 
delivery mechanisn, while in others the costs refer only to a single element 
in a many-linked chain of credit delivery. In addition, cost accounting 
prc,cedures, especially as regards reserves and write-downs of defaulted 
loans, vary widely. For the group of institutions shown, the median figure 
for administrative costs as a percentage of the total portfolio would be around 
five percent. 

2.30 The administrative costs of agricultural credit institutions tend 
to be high relative to most other types of lending institutions. Because 
~orrowers in rural areas are widely dispersed, credit distribution is more 
costly than in urban areas. Also~ collection costs would be higher as a 
result of the high level of overdues inherent in agricultural credit. 

2.31 Administrative costs, of course, depend upon the size of loans and 
their duration. For an efficient institution making medium-term and long
term loans to large farmers, the costs of administration are about three 
percent of total portfolio. 1/ The costs would rise if the financial institu
tion provided ancillary services or had to mobilize funds through deposits. 

2.32 Although a general study of costs in credit programs supported by 
the Bank Group has yet to be undertaken, a recent analysis made of adminis
trative costs of Indian credit agencies funded by Bank and IDA loans may 
serve as an exa~ple. At the level of the Land Development Banks, the adminis
trative costs were three percent of the total portfolio. Adding the costs of 
the apex bank raises administrative costs to four percent on outstandinJ 
credits. However, i n India a portion of the total costs of credit adminis
trrttion are borne by the Government Department of Cooperatives, and if these 
cos ts were included, total arlministrativ,,! costs would be higher. In addition, 
in India, the Land Development Banks handle only medium-term and long-term 
loans going principally to medium and large farmers, provide no extension or 
supervisnry sPrvices. and benefit from a salary scale that is low, all of whic i". 
keep costs down. 

1 / This is somewhat higher than the administrative costs of DFCs, which 
lend long-term to large corporate customers, and somewhat less than th ~ 
costs of efficient connnercial banks in developing countries that lend co 
large urban corporate customers at short- and medium-term but have to 
incur the substantial costs associated with savings mobilization throubn 
deposit issue. 
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~ .3 3 Th e costs of administration rise as the size of loans falls, as the 
duration of loans shortens, and as the imount of ancillary services provided 
increases. Also, costs tend to be greater in more wealthy countries in which 
credit officers are paid higher salaries. For an efficient small farmer 
credit institution providing a ·mix of short-term and long-term loans and 
i tself bearing all of the costs assoc i ated with credit delivery, total 
admini strative costs, excluding extension and other ancillary services would 
be between s even and 10 percent of total portfolio. 11 The actual cost would 
depend upon the size and type of loan and the salary scale. There is a trade
off between administrative costs and delinquencies and defaults. The more 
care f ully the institution scrutinizes the applicants, supervises the loans 
a nd p'1r s ues delinquents, the lower the delinquency and default rates but 
t he h :~ gher the administrative costs. However, no amount of appraisal or 
l oan s upervis ion can reduce them to acceptable levels so long as they arise 
fr om polit ical misuse of the credit institution and tacit condoning of 
f ailure to r epay. With sufficient political will, it should be possible to 
reduce compl ~te defaults to five percent or less in a well-run credit 
i nstitution. 

2 . 34 The re are also the costs of the capital used by the credit agency. 
Some pub li c c r edit institutions receive government loans on which they are 
req uired to pay little interest, others operate on government-provided equity 
f unds . Whatever t h e financial charge for capital, however, there is an 
oppor t unity cost of using funds for agricultural credit rather than for some 
alternative program. There is a substantial literature on the opportunity 
costs of capital in developing countries. These estimates are seldom less 
than eight percent in real terms, approximately the level required to mobilize 
s avings ef f ectively. 

2 . 35 I n summary, the foregone opportunity costs of using funds for agri-
cultural c r edit are at least eight percent per year in real terms. Adminis
t rative costs f or institutions making :·.ong-term loans to large farmers may 
he as low as three percent per year, while for short-term loans for small 
fa rmers, these costs will average at least eight percent per year. "Normal" 
defaul t s can be expected to add another four percent to costs. Excluding 
supervision and ancillary services, total costs in real terms for an 
eff i cien t institution would range between 15 and 20 percent, depending upon 
th e nature o f the operation and the average size of loans. 

Interest Ra tes 

2 . '36 Credit pr or, rams in the past were aimed at protecting smal l farmers 
f rom cxplol ta tion hv money lenders. Consistent with this goal, interest rates 
were se t qui t e l ow . It wou l d be fair to .say that these programs were not 
ex pee ted t o be sel f-- financing; governments, at least implicitly, recognized 

1 / In developed countries, consumer credit i nstitutions which lend relatively 
s ma l l amounts primarily ac short- and medium-term have administrative 
cos ts of between six and 12 percent of total portfolio, depending on 
the t e r m, co l lateral, and credit risk involved. Default experience 
averages a r ound two percent. 
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that they contained a large element of subsidy. Although the original program 
objectives have changed over time, the interest rates charged have remained 
relatively low in nominal terms, and in some countries with substantial 
rates of inflation they have become ne,5ative in real terms. Institutional 
interest rates are low in relationship to those charged by commercial lenders, 
low relative to the supply and demand for funds, and low in comparison with 
agency costs. 

2.37 The nominal rates charged farmers by institutions (as shown in 
Anne~ Table 9) fall between five and 30 percent per year; half the institutions 
charge between nine and 12 percent, with the remainder roughly equally 
divided between those charging more and those charging less. Interest rates 
corrected for inflation range from minus 16 percent to plus 16 percent. The 
nomi nal rate charged by institutions averages about 10 percent and the real 
rate above 3 percent. 

2.38 From the farmers' point of view, institutional credits involved 
other costs in addition to the rates cited above. Detailed studies of the 
true costs to the farmer of official agency credit in Bangladesh, Brazil and 
the Middle East found that the combination of application fees, travel and 
"entertainment" costs, and working days lost in arranging loans greatly 
diminished the attractiveness of public credit as compared with private 
borrowing. Information from other countries suggests that significant "informal" 
charges on public credit are not confined to these few cases. Nevertheless, 
even allowing for these hidden cost elements, institutional credit in most 
countries is notably cheaper than most loans from commercial lenders. 

2. 39 The level of interest rates on lo{ns to sub-borrowers and the spreads 
available to credit institutions are recurrent points of discussion between 
the Bank Group and many borrowers. It could be argued on economic grounds that 
t hese interest rates should reflect the true cost of capital. This argument 
rests on an assumption that even though capital/credit markets are imperfect, 
the interest rate influences resource allocation, savings mobilization, 
financial viability of the credit institution, and equity. These points are 
considered in turn. 

2.40 Resource Allocation. The Bank is lending to institutions with a 
production ori~ntation, financing investments with a high expected rate of 
return. If prorluctive opportunities exist and capital is scarce, low rates 
should not he necessary to stimulate investment. On the other hand, if 
farmers can afford to pay only low rates because the investments open to 
then1 havt' low vields, then it is questionable whether these investments 
constitute the best use of scarce resources. Low interest rates lead to 
highl"'r capitc\l-output ratios on the farm. In countries with surplus labor, 
this is a questionable policy. 
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2.41 Savings Mobilization. Agricultural credit agencies have attempted 
to mobilize rural savings in the form of both deposits and equity participa
tions. Those countries that have succeeded in mobilizing voluntary savings 
in the countryside, such as Japan, where deposits in cooperatives amount to 
84 percent of working capital, and Taiwan, where the comparable figure is 
7 6 percent, have paid high rates for depos i t .l. The savings mobilization 
effort in other countries without high depos:Lt rates, such as India, Peru and 
Senegal, have been much less successful. 

2.42 Some institutions offer equity participation as another means of 
mobilizing capital. In many countries (Ecuador, Thailand and Tunisia to name 
a few) farmers are required to purchase shares in the cooperative in propor
tion to the size of loan. Farmers regard such purchases as compensating 
balances whose effect is to raise the rate of interest. The difficulty 
members have in redeeming shares, the absence of dividends, and the poor 
operating record of many of the cooperatives militate against persuading 
farmers to voluntarily purchase shares in most countries. 

2.43 Financial Viability. Obviously, financial institutions that charge 
rates that are insufficient to cover costs cannot be financially self-sufficient, 
and if they must rely upon government transfers to survive, they become more 
susceptible to political influence. Where governments are unwilling to 
provide adequate transfers, or if politicization of the institution results 
in high default rates, the credit agency runs the risk of paralysis and 
ultimately of reorganization or closure. Financial institutions represent 
an investment in organization and htUnan capital that few developing countries 
can afford to lose. 

2 . 44 Equity Considerations. When the charges on institutional loans 
arc set unduly low, large farmers because of their disproportionate political 
power, almost always garner a disproportionate. share. In fact, if cheap 
credit is available ·in excess of investmen t needs, large farmers may utilize 
i nstitutional loans to purchase land, thereby exacerbating the land tenure 
pr1J'blem. j!:vidence from Colombia and Ethiopia shows that this is a serious 
problem. Unless ra t es are hir,h enough even for small farmers, the replenish
ment of resources of the financing institutions will not take place and fewer 
f arMers will have access to credit. 

:' . 45 There are, however, a number of major considerations which in 
pr ac ti ce require substantial departures from using an interest rate that covers 
th <' rt:>al cost of lending. These include: 

( a) Comparative interscctoral interest rates. In practice real rates 
throughout most economies are likely to be well below the rate that 
would cover the real cost of lending in agriculture (especially to 
small farmer s ). Forcing up interest rates for agriculture alone can 
lead to an uneconomic diversion of resources and considerable leak
age between sec tors. The problem for agriculture cannot be separated 
from that of the economy at large and a solution rests on restructur
ing lending rates as a whole in the context of national policy on 
interest rates. 
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(b) The level of interest r~tes and the psychological impact on borrowers. 
If interest rates are to be raised substantially then this could 
well have a deleterious impact on· borrowers. Sharp rises in inter
est rates may well deter small scale farmers or those farmers moving 
into the cash economy from borrowing the resources needed to sustain 
production of a marketable surplus. Increases in interest rates 
would have to take place gradually to avoid discouraging this class 
of borrowers. Interest rates would probably have to remain low over 
a fairly long period of time. 

(c) Low levels of interest rates an<l discrimination against agriculture. 
The terms of trade are often weighted against agriculture and low 
interest rates are advocated as a means of offsetting the discrimina
tion arising from adverse terms of trade between agriculture and 
industry or agriculture and the rest of the economy. There may well 
be merit in using interest rates for this purpose. However, by the 
same token it may well be that modifying the interest rate to 
offset the terms of trade may also add another distortion to the 
economy. In this event it may be preferable to go to the heart of 
the matter, where possible, and change those policies that do 
discriminate against agriculture. These might include policies 
such as tariff policy that leads to high cost domestic production 
of manufactured goods or to policies that penalize agricultural 
exports. 

(d) Low interest rates help to fulfill social objectives. Subsidize~ 
interest rates - especially to small farmers - can he i p redistribute 
income in favour of the low income groups in the agricultural sector. 
Given the extreme inequalities in income distribution that do 
exist there may well be considerable merit in using subsidizeJ 
interest rates for this purpose. However, there are also arguments 
against the use of subsidized or differential interest rates for 
social purposes. 

(i) As has been pointed out above, lower interest rates lead to 
higher capital output ratios on the farm. Low interest rates 
may be a questionable policy when there is surplus labor and 
may milf.tate against the expansion of employment. 

(ii) Experience indicates that subsidized or differential interest 
rates are open to considerable abuse; frequently there is 
leakage and larger farmers obtain loans at subsidized rates. 
Subsidized interest rates also provide opportunities for 
corruption and political manipulation. It is difficult to 
ensure that loans at low interest rates reach the groups 
they are intended tn assi_st. It is not uncommon to find 
that subsidized loans have been diverted to non-
agricultural use or used in a way that contributes little 
to the raising of output by small farmers. 
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(iii) If it costs 15 to 20 percent to lend money 'and the sums 
charged for lending is half of this amount (as they frequently 
are) then each loan made by an institution will contribute 
to a depletion of its resource&. This in turn will diminish 
the 'reflow' of funds into the system for institutional 
lending. The lending ability of the institution will be 
weakened and the process will also weaken the financial 
viability of the institution. As is pointed out above, 
reliance on budgetary support to maintain financial viability 
diminishes the institution's independence and can make it 
susceptible to pressures which may reduce its effectiveness. 

(iv) Subsidizing interest rates may not be an effective means of 
redistributing income. Whatever institutional credit is avail
able will only reach a minority of small farmers. It is 
questionable whether income distribution can be improved 
substantially by further subsidizing those small farmers 
already benefitting from access to institutional credit when 
this reduces the resources available to the lending institution 
to provide similar access to other small farmers. In addition, 
subsidized interest rates would not help the large group of 
landless laborers or the small holders whose holdings are so 
small that they cannot qualify to receive credit. Redistribu
tion of income can often be implemented more effectively by 
means other than subsidizing interest rates for small farmers. 

(v) Subsidised interest rates have also been advocated as a means 
of encouraging technological change in agriculture. Low cost 
capital may well induce farmers to adopt changed methods of 
production but subsidies to encourage change are usually most 
effective when they are linked to a particular technological 
change. Thus when there is interest in encouraging the use 
of an input such as fertilizer it is preferable to subsidize 
the fertilizer rather than the cost of credit per se. Further
more, subsidising an input such as fertilizer has the advantage 
that it can be modified as the input gains acceptability and 
so can he varied, depending on the rate of acceptance of the new 
input. Subsidized interest rates, on the other hand, have a 
pervasive effect and so cannot be varied according to the rate 
of acceptance of a given input or change. 

(vi) One suhsidy that might be effective would be a subsidy to 
cover the added administrative costs of lending to small 
farmers. Such a subsidy could be used to equalize interest 
rates so that all loans of equal duration would carry the 
same charge whether for the use of large or small farmers. 
A unified interest rate would avoid the leakages and opportunities 
for corruption that might stem from differential interest 
rates; in addition, a uniform interest rate would help foster 
optional resource allocation, especially of the rate reflecting 
the true cost of c~pital. 
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2.46 The discussion above indicates very clearly that there is no simple 
or unique answer to the question of what constitutes an appropriate interest 
rate for agriculture, especially for small farmers. There are many factors 
that impinge on decisions regarding the establishment of an interest rate that 
suits the pattern and needs of agriculture in a given area and also fulfills 
the more general objectives of national economic policy. 

2.47 It follows from the above that there is no unique answer to the 
question of what might be an appropriate interest rate on a Bank financed 
agri cultural credit project. Many considerations will have ;o be brought 
to bear. First, there are obviou:; difficulties in trying to '·obtain different 
interest rates on Bank projects than those charged by the same or competing 
institutions on other but similar projects. This is especially so in those 
regions where other external lenders have accepted the principle that there 
should be heavily subsidized interest rates. Clearly, in these situations 
the Bank should .:1. ttempt to work with the other external donors and the borrow
ing governnent and institution to develop a connnon policy that is consistent 
with the best interests of the national and agricultural economy. 

2.48 In r,eneral, the Bank should work toward the objective of institutions 
lending at positive interest rates that reflect the costs of capital and of 
providing the capital. Such an objective should be seen as a long term goal. 
An intermediate objective might be for the interest rate to be at a level 
that at least covers the opportunity cost of capital. Where subsidies are 
used these should, in general, be limited to cases where they can be clearly 
justified and are likely to be effective in view of the pattern of farming 
in the project area. 

2.49 There is a special problem regarding lending in an inflationary 
situation. In recent years, the Bank has made loans, particularly in several 
Latin American countries, where the rate of inflation is both high and 
variable. On several occasions the Bank has refused to make new loans until 
inflation was brought under a semblance of control. Where it did lend, the 
Bank insisted either on rates sufficiently high to cover expected price 
increases or on the indexing of the principal of the loan and/or the interest 
charges, a procedure that has now been used by the Bank in nine countries. 

2.50 Unless indexing is applied throughout the economy, it disrupts the 
allocation of resources if pursued for agricultural lending but not for other 
kinds. There is an adverse equity impact if only farmers, or worse still 
only small farmers, have to pay indexed rates while others in the economy do 
not. Further study of this inflation problem as it relates to credit is 
recommended, but this is a problem relating to all lending, not agriculture 
alone. 

2.51 Another difficulty is the choice of an appropriate price index to 
which to tie. interest rates. Various indexes have been used, including the 
price of livestock (for livestock projects), alternative consumer price 
indexes, and the exch.ange rate, but all have be~n found to have deficiencies, 
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If indexing is to be used in future, detailed studies of aiternative measures 
are recommended. In some cases a catch clause allowing for an increase in 
interest on, say, notice of three months, may be an effective alternative 
approach. However, when the inflation rate is variable, inflationary 
expectations differ and high nominal rates, particularly when set only on 
certain loans (say institutional loans in agriculture). may only deter 
borrowers rather than promote development. 

2.52 Finally, it must be borne in mind that credit is only one element 
Ln the package of inputs and services necessary to raise the productivity of 
s mall farmers. Frequently it may not be the most important element. Thus 
the att i tude o f the Bank towards the interest rate issue will have to be 
inf luenced by the extent to which the project overall is achieving the object
ive of raising the productivity of small farmers and achieving a satisfactory 
r a t e of return. The significance of the interest rate must be seen in the 
perspective of the many faceted requirements to raise the incomes of the mass 
of potentially viable small scale agricultural producers. 

III. SYSTEMS FOR DELIVERING AGRICULTURAL CREDIT 

1. Policv-Making and Administrative Issues 

3 .1 Decisions relating to credit program implementation can be cate-
~orized as: strategic, tactical and day-to-day. The first category covers 
the b r oad priority questions: budgetary allocation to agriculture against 
other s ectors and more specifically to credit against other developmental 
t oo ls. This process covers borrowing from foreign organizations, such as the 
Bank Group, and setting key credit policy parameters, such as the interest 
rate . Becaus e government credit can cove r only a limited number of farmers, 
s tr ~tegic consid~rations also include the decision on the characteristics, 
b r oadly defined, of. those to be finance d , which may represent a choice among 
r e g ions, among income classes or among crops. In most governments these 
decisions would be made at the ministerial level. 

3 . 2 Normally the tactical problems would be handled by the organization 
r e sponsib le for adminis tering agricultural finance. These functions include: 
the detailed design and organization of the credit program; the choice, train
in~ a nd super vis i on of staff; the handling and accounting of funds; and the 
coordina tion o f activities with agencies responsible for providing ancillary 
serv i ces . In des ir,n, credit institutions are usually pyramidal: at the top 
there is an apex financial institution, then several layers of bureaucracy, 
s omet i mes within one institution and sometimes organized into separate 
i ns t i tutions , and at the bottom is the widely dispersed organization which 
actually delivers credit to farmers. This bQttom layer is responsible for 
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day-to-day operations, that is, adapting the credit program to local 
conditions, choosing individual borrowers or organizing local credit groups, 
coordinating activities with other agencies at the local level and making , 
supervising and collecting loans. 

3.3 This is a complex process and problems can arise at any stage in the 
credit delivery system. However, there seem to be a set of issues, which, 
while not found in all credit organizations, ar.e common to many. The first 
of these is politicization of the credit delivery mechanism. This can hardly 
be avoided in one form or another with the distribution of an input such as 
credit which is in short supply and is channeled through a government bureau
cracy. Because large farmers have greater political influence, they have 
usually been able to garner most of the government-provided credit. 

3 .4 In many countries, politics has invaded the tactical and even the 
0 ;1 e rational level of credit delivery. The choice of directors for the credit 
institution, and sometimes even of the staff, may be made on grounds of 
political loyalties rather than qualifications. And in some cases politics 
spills over into the choice of individual loan recipients and the degree to 
which sanctions against defaulters are enforced. While the strategy of 
credit cannot be completely divorced from politics, it is obviously desirable 
to insulate actual operations from political interference insofar as possible. 

3.5 The second problem common to many credit programs is over-centraliza-
tion with subsequent cumbersome and inflexible procedures for procuring loans. 
An organization delivering credit to farmers, especially where the loans are 
small and many in number, has to be widely dispersed. Furthermore, at the 
local level t~e staff is usually thin and relatively poorly trained. To control 
such an operadon is difficult, and the procedure typically adopted is to 
centralize the decision-making processes. Loan decisions often must be passed 
on to higher levels in the bureaucracy. The result is a credit program costly 
to administer, beset by paper work and red tape and not well adapted to local 
conditions: Illiterate farmers are subject to pre-audits and post-audits. 
The actual delivery of credit is slowed;, few agencies can process loan appli
cations in less th ~, 60 days and many take as many as 90 days to provide funds 
after receiving a request. For long-term loans for investment purposes, this 
time element is not so important. However, for small farmers who do not plan 
their credit requirements in advance, such delays in obtaining seasonal credit 
often mean that the farmer gets the funds only after the need for credit has 
passed. 

3.6 Studies of farmer attitudes have shown that farmers often feel so 
negatively about the red tape and delays inh~rent in centralized c~~~it 
programs that they prefer to borrow from the money lenders who can operate 
more quickly and flexibly, even though charging higher interest rates. Farrn~~ 
alienation is increased when, because of inflexibility and the lack of a 
proper feedback mechanism, the credit program is poorly adapted to local 
requirements. The problem of poor staffing at the local level is~ real o~~. 
but over-·centralization is clearly not the solution. Institution building 
and staff training are called for. The use of farmer groups and cooperativ~& 
can also help reduce the problem of over-centralization. There is hr ent 
scop~ for innovation and modification to improve the procedures whereby sma~l 
farmers can borrow, 
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2. Channels of Agricultural Finance 

3.7 As previously noted, non-institutional sources of credit provide 
mo., t o f the crcdi t used by farmers in developing countries. On the ins ti tu-
t i onal si de the main types are agricultural or developmental banks, usually 
es tablished by Government and partiitlly or more frequently fully Government
owned : cooperatives or farmers' assc,ciations, often government-organized; and 
private or nationalized conunercial banks. Many Central Banks are involved in 
various ways and to different extents in the delivery of agricultural credit, 
primarily as a rediscount facility but also in developing.and enforcing 
l ending policies and sectoral allocation of r.esources. In a few cases, such 
as in India, the Central Bank has played a considerable role as promoter in 
the development of agricultural credit through research, guidance, supervision 
and establishment and financing of agricultural credit agencies. 

3.8 The funds provided by the Bank Group for agricultural credit are 
usually loaned or passed on initially to an apex financial institution which 
then r e lends either directly through its own network of branches or through 
i ndependent intermediaries to the ultimate b,,rrowers. The Bank Group funds 
have, therefore, been currently handled at the top level by Government 
Agricultural or Development Banks and Central Banks, or by special agricultural 
refinance funds, usually closely associated with Central Banks. The Bank 
experience has been that Central Banks are well suited to serve as conduits 
for credit agencies and, where the objective of the Bank is to lend to farmers 
through many institutions, principally commercial banks, the use of the Central 
Bank for refinancing is appropriate. However, Central Banks should not be too 
closely associated with the administration of agricultural credit programs, and 
especially in making loans to ultimate borrowers. This would likely divert 
then from their primary responsibilities for financial and monetary policy. 
rhere are also cases where the borrowing Government on-lends or passes on the 
Bank Group funds to a Government agency or a special entity responsible for 
carrying out a project which relends the funds to the participants in the 
pro.iects. The use of such channels and of Central Banks as well should not 
obscure the need for building specialized agricultural credit institutions. 

3.9 The volume of Bank Group funds passing through the various channels 
which deliver credit directly to farmers is si.munarized in Annex Table 14. 
Conunercial institutions , primarily banks, were the most important final channel 
util ized by t he Bank Group during the period FY 1969-73, accounting for roughly 
38 percent o f agricultural loans. The bulk of these funds were for livestock 
pr oj ec t s in Latin America. Agricultural banks, once the most important 
channe l, have become less important in the most recent period but still dis
tribute to farmers 25 percent of Bank loans. In recent years cooperatives 
have emergen as an important final channel; lending through cooperatives is 
concentrated in India but also has been used by the Bank in Niger, Korea and 
Tan zani1t. The channel described in the Annex as "Project Authority, Ministry 
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or Special Entity" consists of the agencies or administrations, primarily 
governnent organizations, mainly in charge of regional integrated development. 
land settlement or development of a particular crop. The last type of channel, 
Development Banks, represents institutions which in addition to the financing 
of other sectors, lend to agriculture, mostly commercial agriculture. 

3. Agricultural Credit Agencies 

~ricultural and Development Banks 

3. 10 In many countries, governments have established these specialized 
credit institutions, mostly state-owned or with state majority participation, 
for lending to agriculture. The Bank Group has lent to farmers through these 
institutions in countries such as Afghanistan, Jordan, Kenya, Pakistan, Peru 
and Bolivia. These ins ti tutiotlS lend primarily to large farmers, al though 
their original purpose was often intended more for small farmers. Agricultural 
banks are operated through highly centralized bureaucratic structures and 
this tends to make them ill-suited for lending to large numbers of highly 
dispersed small farms. As noted in the prior section, excessive centralization 
when dealing with small farmers often results in increased administrative 
costs, an inability to adjust programs to local conditions, and political 
influence. 

3.11 From experience, there seems to be definite advantage in specialized 
agricultural banks extending short-, medium-, and long-term credit over multi
sectoral development banks which are inclined to favor sectors other chan 
agriculture, and to confine lending principally to long-term credit. Develop
ment banks are also centrally operated and thus, like agricultural banks, 
ill-suited to carry out small farmers' credit programs. Both types of 
institutions can, however, lend to groups or cooperatives to make their credit 
accessible to small farmers. 

Farmer Groups and Cooperatives 

3.12 To overcome the problems associated with excessive centralization, 
many developing countries have looked to che establishment of farmer groups 
and farmer cooperatives as the solution to the problem of small farmer credit 
delivery. Conceptually, group or cooperative organization of final credit 
delivery mechanisms represent a form of organization which embodies decentrali
zation of control mid decision-making and incorporates local knowledge and 
responsibility. 

3.13 The terms "cooperatives" and "farmer groups" cover a range of organi-
zational forms. Farmer groups are usually informal in character, organized 
around a village, kinship relations, or common economic interest, and typically 
have about 10 to 20 members. These groups include farmers·, associations, 
village societies, and peasant societies. If such groups grow to a much 
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larger size, they tend to lose their social cohesiveness. In some cases, the 
only real activity of the farmer groups is to be jointly responsible for the 
repayment of loans made to members, while the other functions involved with 
delive ring credit are retained by the financial institution which provides 
the funds. Hore authority is transferred where the group is made responsible 
for the division of funds among members and the collection of loans. Still 
further development takes place if the group manages a joint investment such 
as a tubewell. The group may also become a political organization for the 
small farmer, whereby he gains power vis-a-vis larger farmers and participates 
in the decision-·making process of the credit institution from which the group 
ob ta ins its funds. 

J.14 Formal cooperatives are usually larger scale organizations built 
around such functions as credit distribution, the supply of inputs, the 
management of joint investments, such as storage facilities or processing plants, 
or the marketine of output. Credit cooperatives are financial institutions 
which usually hire their own professional staff. Farmers are required to make 
a financial commitment to the institution through the purchase of equity shares 
and sonetimes also through deposits. In some cases, the credit cooperative is 
restricted to credit distribution and separate organizations are created to 
manage joint investments or handle marketing; in other cases, one multi-purpose 
cooperative is responsible for all of these functions. To be successful, 
cooperatives must have a certain minimum size and carry out a certain minimum 
volume of operations. The trend has been toward an increase in the size of 
these institutions for economic reasons, usually with consequent adverse effects 
on their social cohesiveness. 

3.15 Sometimes, informal farmer groups work in conjunction with formal 
farmer cooperatives. Some responsibilities such as joint signing for loans 
and collection of repayments are relegated to the farmer groups while others, 
such as the choice of members and the decision on loan application, may be 
retained by the cooperative. In c:ther cases, farmer groups deal directly with 
financial institutions of a non-cooperative character. In Thailand, for 
example, commercial banks lend directly to farmer groups, and in Western 
State of Nigeria, farmer groups borrow directly from the Agricultural Credit 
Co rpora tion. 

3 .16 When functioning properly, the use of groups and cooperatives as 
the channel to deliver credit to small farmers has numerous advantages. 
Decentralization of the day to day aspects of management increases the credit 
programs' adaptability to local conditions and reduces the time required to 
process loan applications and make other decisions. Local knowledge can be 
used to ~sscss both the risk of lending to a particular farmer and his invest
ment opportunities. This, plus group responsibility for repayment and equity 
particip.:ition in the cooperative, should reduce default. Furthermore, group
ing farmers raises the average size of loans, thereby reducing costs, and 
increases the political power of the small farmer. 
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3.17 The cooperatives considered to be the most successful are those in 
Egypt, areas of India, Israel, Southern Brazil, Korea and Taiwan. Some have 
combined informal village groups with financial institutions operating on i . 

cooperative basis; this was quite successful done for a time at Comilla in 
Bangladesh. However, in most cases, although successful in delivering credit 
and other inputs to the farmer, the so-called cooperatives have operated more 
like centralized credit bureaucracies. 

3.18 The system of cooperatives in Korea is a case in point. Almost all 
farmers are menbers, and almost all are small farmers. There is one insti
tution involved, the National Agricultural Cooperative Federation, which is 
organized into three tiers, at the national, county, and village or township 
levels. Overall, this system can ~e judged to be quite efficient, providing 
ancillary services as well as credit with relatively low administrative costs. 
Arrears have also been kept at manageable levels, averaging only seven percent 
of total portfolio in recent years. However, the system is tightly structured 
and hi~hly centralized, and farmers have virtually no say in operations . 

3.19 Institutions such as these are cooperatives only in the sense that 
a financial commitment in the form of shares or deposits is required of 
members. In other respects these institutions are quite· similar to specialized 
agricultural banks and many suffer from the same problems. Cooperatives and 
farmer groups which are truly locally controlled have proven difficult to 
establish. Many societies are quite individualistic and small farmers every
where tend to be difficult to organize. Moreover, in many countries bot·h the 
government and the wealthy farmers who are the local leaders have discouraged 
the growth of representative small farmer organizations. Cooperatives have 
ten<led to work hest where there has been homogeneity of land holdings and 
tenure status amon~ farmers, some grass-roots source of social cohesion, and 
<i reasonable level of literacy. Grouping small farmers into cooperatives and 
f art'lers' associations has great promise, but the development of these 
organizations inevi tably takes time, adaptation to local conditions, and 
requires a strong conunitoent from government. The Bank should foster the 
development of thes e conditions, but must avoid pursuing a single or rigid 
concept of cooperative organization since clearly many forms of association 
can be effective. 

J.20 Special project authorities or project units established to execute 
various projects of regional integrated development, land settlement, crop 
development and irrigation have in many instances retained the responsibility 
of extending credit to participants for on-farm development and working 
capital. Often they had no alternative because there was no agricultural 
credit systeM or the existing one was unsatisfactory. In some cases, there 
were recognizeci advantages for credit to be closely associated with other 
services provided by the authority. These project authorities are Government 
departments, public boards or statutory corporations, funds set up by special 
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acts, or companies organized under special or general legislation. Project 
authorities have generally established a special unit staffed with the 
necessary expert staff to deal with agricultural credit operations. In most 
cases, but more especially in the case of authorities set up to develop the 
production of a specific cash crop or to carry out a regional integrated 
developMent project, these arrangements have achieved clos~ integration of 
credit operations and ensured productive use of credit and satisfactory 
repayrr.ent records. Cooperatives and farmer groups are in some cases inter
mediaries between farmers and the project authority. There is a need though 
to <levelop apex institutions which can promote, oversee and service those 
enclaves within national programs. 

J.21 The Bank Group experience with crop or regional project authorities 
is mostly in Africa because of the absence of suitable nationwide administra
tive mech,mism for provision of various services and credit. Projects include 
the Lilongwe and Shire Valley Projects in Malawi, Tea Project in Kenya carried 
out by the Kenya Tea Development Authority, Wolamo Project in Ethiopia, 
Casanance Project in Senegal, Tea Projects in Malawi and Mauritius, and Cocoa 
and Palm Oil Projects in Ivory Coast. 

tlon-Institutionalized Commercial Channels 

J.22 In areas where institutional credit systems are quite in.:i.dequate, 
it may be possible to deliver credit through existing non-insitutional 
commercial channels. In most areas, these serve far more small farmers than 
credit institutions. By working through merchants, middlemen, and money 
len<lers, existing credit agencies can increase the volume of credit available 
to farmers, and take advantage of the non-institutional lenders' greater 
f lexibility, speed in lending, and lower administrative costs and default 
rates. Increasing the non-institutional lenders' supply of funds may also 
tend to reduce interest rates. Lending through merchants also has possibili
ties since merch{nts, by splitting the overhead costs associated with distri
hution over two functions, the delivery of goods and credit, are able to 
de liver credit in small amounts more cheaply than alternative channels. 

J . 23 There are also distinct disadvantages to such schemes. It would be 
<lifficult t0 prevent p, r oss misuse of funds. Small fa rmers would usually 
require inp,1ts and services other than credit, an<l it would be more difficult 
t o coordinate them when credit is distributed through non-institutional 
lenders. An atter.ipt to incorporate non- institutional credit into the Muda 
l'roject in Malavsia has been abandoned. The effectiveness of public schemes 
to use non--institutional sources is yet to be demonstrated. Furthennore, the 
idea of usi.ng such conduits is politically unacceptable in many counrties 
because of their past exploitation of farmers. On the other hand, contractors 
of farming operations such as custom tractor enterprises, suppliers of farm 
inputs and processors or intermediaries in the marketing of farm products 
have provided an increasin~ amount of credit to commercial farmers. Under 
strict safeguards, they might be useful in a credit delivery system where 
no realistic alternative is available. 
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Institutional Conunercial Channels 

3.24 Commercial lending institutions represent another channel for lending 
to farmers. Many have an extensive branch network spreading i~to rural areas. 
They are generally more efficient than Government agencies, and !t!SS prone to 
abuse and political pressure. In general, they are properly organized, keep 
adequate records and are audited by independent auditors. They usually obtain 
better repayment performance by borrowers than do Government banks because of 
efficient mechanism and strict policies for loan collections. Because of the 
nature of their resources, commercial banks ~end, however, to concentrate on 
short-term lending and to shun small farmers' credit because of costs. 

3.25 In the Philippine, a private rural banking system developed from 
Government efforts and incentives to have local capitalists establish local 
banks aimed at meeting current credit requirements of rural communities, 
including small farmers. Though the rural banks are partially government
owned, they are nonetheless private institutions operated according to 
commercial principles. These institutions h.1ve exhibited steady growth in the 
past 20 years, continue to expand their activities and now provide a significant 
portion of institutional credit to agriculture in the Philippines. Two Bank 
loans have already been channeled by the Central Bank through these institu
tions for on-lending medium- and long-term to small farmers, types of credit 
which were not extended previously. Rural banks lend to commercial farmers of 
up to 50 hectares; a significant portion of their lending has reached those with 
farms of three to ten hectares. However, those with farms of less than three 
hectares, who comprise 73 percent of all farmers and cultivate 39 percent of 
the land, have received less than one percent of credit extended by the rural 
banks. To encourage these banks to lend to this class of farmers, the 
authorities have had to introduce modifications which make the small farmer 
lendinp, program of the rural banks similar to more traditional public credit 
programs for small farmers. Additional subsidies have been introduced for 
small farmer lendinr,, including an 85 percent government guarantee of repayment 
on small farmer loans. The Philippine experience suggests that commercial 
type institutions of a specialized character, if they charge positive rates of 
interest and receive sor.1e government encouraf',ement, can lend to medium-size 
farr.1ers, but that in the absence of farmer groupings, heavy subsidies, or 
significantly hfgher rates of interest, they will not finance the smallest 
farmers. The rural bank experience is being replicated in South Vietnam. 

J.~ (, In Thailand, private coml'lercial banks have also lent to small 
Lumcrs. This activity was concentrated principally in one institution, which 
loaned to farmer groups organized by the bank itself. It was only a break-;;!ve,-, 
activity and ceased to expand several years ago. A state-owned general purpose 
bank, the P..ank Rakyat, in Indonesia is providing credit to small farmers 
directly, :rnd the recently nntionalized commercial banks of India are also 
beginning to lend to small farmers. But as a general rule, to be successful in 
lending to large nu1:1bcrs of small farmers, commercial institutions will need 
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to rely on the same elements as public institutions, such as farmers' groups 
and government financial support. They also require appropriately trained 
mana6enent and personnel, bureaucratic decentralization 1 and some degree of 
insulation fron political influence. 

3.27 Because commercial banks constitute the core of financial markets in 
most developing countries, several governments, such as Bangladesh, India and 
Mexico, are now experimenting with the use of the commercial banking systems 
as a channel for reaching small farmers. Where commercial banks already 
have extensive networks of rural branches, the costs and delays associated 
with building new institutions are eliminated. But the costs to the banks to 
include small farmers rise appreciably. Commercial banks have been induced 
to lend to small farmers only through some form of government ihtervention, 
such as compulsory investment quotas or incentives such as spec~al rediscount 
facilities and loan repayment guarantees. The use of special rEidiscount 
facilities or repayment guarantees for small fa~mer programs are preferabie 
to investment quotas in that they are more easily made specific to small 
farmers. 

3.28 Bank Group lending for agricultural credit through commercial banks, 
via Central Bank or a special fund, has proved satisfactory from a managerial 
and control standpoint and has been effective both technically and in reaching 
the clientele of large borrowers. Connnercial banks hold little promise of 
dealing with small farmers directly, because of high administrative costs, 
lack of borrower collateral and locational limitations which restrict access. 
Government regulations in prescribing quotas for lending to agriculture and 
special incentives for loans to small farmers have not moved the commercial 
banks substantially in this direction. Commercial banks are bound by the 
same kind of limitations as Agricultural and Development Banks and also 
would need to use intermediate channels such as cooperatives or farmer:;' 
groups in order to reach significant numbers of sumll farmers . 

4. Guidelines for Deliverv S_ystems of Agrici,ltural C~edit 

Larger Farmer Channels 

3 . 29 It has been recoI1UT1ended above (para 2.4 ~nd 2.5) that credit programs 
for large farmers should be separated from those for small farmers. The 
hasic principle hehind lending co large f armers ehould be essentially 
c.ommercial an<l allocation of resources to large fat'lllers should be made only 
if the opportunities they face are more produc tive than those which can be 
found in other sectors of the economy. Large farmer programs should be 
cxpecte<l to operate according to basic commercial princi ~les, co charge 
realistic rates and achieve financial viabilicy. 
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3.30 Where private f i nancial ins t itutions are adequate, t hey can be used 
to finance commercial agriculture. Unfortunately , in many developing countries, 
there is a bias on the part of commercial banks against agriculture, even 
extending to large-scale farming, and a preference to lend to urban based 
sectors such as trade and industry. To counter this bias, gov~rnments in 
some countries have attempted to channel the loans of the commercial banks 
into agriculture through compulsory lending requirements. The advantages 
of such an approach are deceptive; compulsory lending requirements reduce 
the ability of the banking system to allocate resources efficiently. Where 
coupled with low interest charges for agricultural borrowers, this resul ts in 
low deposit rates, lessening the ability of the banking system to mobilize 
savings. Commercial banks should be encouraged to innovate and to move away 
from their traditional orientation of lending almost exclusively t o trade 
and to large industry; but this is better done through persuas i on, through 
preferential rediscount rates employed on a temporary basis to fami liarize 
commercial banks with agricultural lendi ng , or through _the creati on of new 
commercial institutions specializing in agricultural credit. 

Small Farmer Channels 

J. 31 Lending to small f armers is considerably more complicated tha11 
lending to large farmers: the large number of small- sized loans coupled w~tl 
geographical dispersion make small farmer credit cons iderably more expen& i ve 
to administer. A number of dis t ributive systems have been tried including 
specialized agricultural banks, cooperatives, and commercial lenders, both 
organized and unorganized. 

3.32 No one approach can be cited as superior to all others and t o a 
large extent the choice of the best channel to deliver credit to . small farmers 
will <lepend upon conditions specific to each country, or even to regions 
within a country. While different programs have been used in various 
countries, few governments have experimented with alternative delivery 
systems within their country. Because it is feasible to utilize a l ternative 
delivery systems at the local level while maintaining a single apex s tructur e , 
experimentation should be encouraged to determine which systems are most 
compatible with local social and economic conditions, reasonable in cos t a :.a 
able to achieve the objective of delivering credit to those small farmers 
with productive investment opportunities. 

3.3 3 Although much has' yet to be done in experimenting with a l ternative 
channels for particular situations, certain principles have emerged f rom pas t 
exp erience which serve as guidelines for such work. These may be summa~i zed 
as 10 basic points: 

(i) Acccssibi~~- The branch office approach has not always 
proved effective in reaching a small farmer client ele f or 
several reasons; small farmers have difficulty in reaching 
branches because of limited transportation ; they ar e 

-• 
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unfamiliar with, and intimidated by, offices and office 
procedures; and branch staff tend to isolate themselves 
from farmers' problems. Consequently, it is necessary for 
the institution to go to the villages or even individual 
farms, to cooperative meetings or small informal groups 
to make the necessary linkages. The use of field agents 
who can visit small farmers in their own surroundings has 
proven successful . So has the use of mobile units or 
periodically opened village offices. as on market days. 

(ii) Packaging. Credit alone is of little consequence. To be 
effective in increasing smallholder productivity it must 
come with details of proven new technology. and timely 
supply of inputs . 

(iii) Distribution in kind. This has proved to be the most 
effective means of delivering production credit to small 
farmers. Even for livestock it has proved to be worthwhile 
to do th i s.While this may seem excessively paternalistic, 
it is on the other hand completely unrealistic to expect 
people not used to having a cash surplus or to use of 
purchased inputs to automatically adjust to making the 
necessary transactions even if the required inputs were 
readily available. 

(iv) Timing. Especially when credit is provided in kind it is 
vital that inputs be made available when they are needed. 
Since smallholders can seldom provide adequate storage, 
too early delivery often results in losses and wastage of 
inputs such as seed and fertilizer. Too late a delivery 
in terns of seasonal requirements is, of course, pointless. 
~~ny snallholder development projects have failed for 
want of the logistic support to get inputs to the farmer 
on tine. 

(v) Selection. Smallholder horrowers should be chosen on the 
basis of creditworthiness, just as for any other borrower or 
credit pro~rarn, but the appropriate criterion for as&e"Ss±ng 
creditworthiness might differ. Three things seem important: 
the reputation of the individual within his community, the 
technical feasibility of t,he proposed investment in the 
context of his farm situation. and the expected cash flow 
that is generated by the investment. 

(vi) In<livi<lual liabili ~d~up responsibili t_y. While loan 
repayment should be the individual borrower's responsibility, 
and should be assessed in relation to his expected repayment 
ability, there is a strong sense of conununity in most rural 
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situations which can be used effectively to reinforce the 
honest performance of individuals. If transactions are made 
in public for all to see - quite the opposite of conventional 
financial practice - and the whole village or cooperative 
society made aware of the possible implications of an 
individual default (either in damage to their reputation or 
some form of penalty) group responsibility can become an 
important influence in ensuring repayment. 

(vii) Cont·rol. It is unreasonable to expect people with no knowledge 
of financial practices to suddenly conform to institutional 
lending regulations. Payments and repayments need to be 
scheduled to meet the liquidity shortage and surplus as it 
arises. If this is done, the supervision of even large groups 
can become an orderly activity. 

(viii) Flexibility. This is necessary to permit the rescheduling of 
loans in times of crop failure or other unexpected events. 
Often individuals' circumstances change, too, an.d they 
require some adjustment on the part of the program. There 
are many things that can go wrong in any program and these 
increase as the complexity or required precision of the scheme 
increases. Flexibility· in lending criteria is also essential 
since no two communitie~ or farmers are exactly alike. 

(ix) Contin~ity. The failure of many programs to continue past a 
pilot stage of a single year or so, often leaving slow 
repayments outstanding, encourages mistrust and poor 
discipline. Continuity of services is essential if programs 
are to have a positive impact. 

(x) An_ open-ended approach. Since programs need to be tailored 
to meet local conditions, no fixed prescription can be set 
down. A step-wise process of trial and error is necessary, 
beginning with a simple package and small numbers of 
borrowers, then consolidating and subsequently replicating 
this pror,ram to reach the whole target group. But an 
open-ended approach is also needed because agricultural 
modernization is a continuing process. Just as in Western 
agriculture, we can expect each new round of technical 
innovation to require increased amounts of capital. It is 
unlikely that a single injection of credit will ever create 
sufficient liquidity to make continuing moderniza tion 
self-sustaining. Thus programs should be planned so as 
to provide for their continual adjustment and evolution. 

--• 
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ABBREVIATIONS FOR INSTITUTIONS 
MENTIONED IN ANNEXES 

Africa 

CADU (Ethioµia) Chilalo Agricultural Development Unit 
ADP (Ghana) Agricultural Development Bank 
GMR (Kenya) Guaranteed Minimum Return (program) 
AFC (Kenya) Agricultural Finance Corporation 
SOCAP (Morocco) Societe de Credit Agricole et de Prevoyance 
CNCA (Morocco) Caisse Nationale de Credit Agricole 
CLCA (Morocco) Caisse Locale de Credit Agricole 
WRFC (Nigeria) West Region Finance Corporation 
FAID (NiP,eria) Fund for Agricultural and Industrial Development 
ABS (Sudan) _Agricultural Bank of Sudan 
ENT (Tunisia) Banque Nationale de Tunisie 
COOP (Uganda) Cooperative Credit System 

Asia 

ADBA (Afghanistan) Agricultural Development Bank of Afghanistan 
ADBB (Bangladesh) Agricultural Development Bank of Bangladesh 
ADB (Bangladesh) Agricultural Development Bank 
BKB (Bangladesh) Krishi Bank 
COOP (Bangladesh) Cooperative Credit System 
IRDP (Bangladesh) Integrated Rural Development Program 
KTCC (Bangladesh) Kotwali Thana Central Cooperative (association) 
PCSS (India) Primary Cooperative Credit Societies 
PLDB (India) Primary Land Development Bank 
BIMAS (Indonesia) Acronym for "Bimbingan ¥issal" meaning "Mass Guidance" 
ACBI (Iran) Agricultural Cooperative Bank of Iran 
ADFI (Iran) Agricultural Development Fund of Iran 
ACC. (Jordan) Ap,ricultural Credit Corporation 
BCAIF (Lebanon) Lebanese Credit Bank for Agricultural and Industrial Development 
BAAC (Thailand) Bank for Agriculture and Agricultural Cooperatives 
SCP (Turkey) Supervised Credit Pro~ram 
NACF (Korea) National Agricultural Cooperative Federation 
TRAB (Turkey) Turkish Republican Agricultural Bank 

Latin America 

ACAR (Brazil) Associacao de Credito e Assistencia Rural 
INDAP (Chile) Instituto de Desarrollo Agropecuario 
INCORA (Colombia) Instituto Colombiano de la Reforma Agraria 
BCR (Costa Rica) Banco de Costa Rica 
11NCR (Costa Rica) Banco Nacional de Costa Rica 
DACP (Ecuador) Directed Agricultural Credit Program 
DAPC (Ecuador) Directed Agricultural Production Credit (program) 
ABC (El Salvador) Administration de Bienestar Campesino 
BNF (Honduras) Banco National de Fomento 
FON DO (Mexico) 

Fondo de Garantia y Fomento Para la Agricultura, Ganaderia y Avicultura 
Guarantee and Development Fund for Agriculture, Livestock and Poultry 

NBN Rur. Cred. (Nicaragua) National Bank of Nicaragua Rural Credit (program) 
NBN (Nicaragua) National Bank of Nicaragua 
ADB (Peru) Agricultural Development Bank 



Annex Table 1: INSTI'lUTIONAL LENDING FOR AGRICULTURE 
(US$ million) 

Dollars 
Per Capita 

Loans New ot Rural 
Country outstanding Loans Population 

Africa 
Ethiopia 18 6 1 
Ghana 19 6 L 
Kenya 131 12 
Morocco ]JO 65 1) 
Tunisia. 53 1S 20 
Uganda (Co-op only) 3 

Asia 
Algnanistan 2 1 1 
Bangladesh 130 4.3 l 
India. 2,400 1,380 3* . 
Indonesia (BRI only) 72 1-1~ 
Iran 159 127 9 
Jordan (ACC only) 17 2 17 
Korec> (NACF only) 236 2o6 5S 
haL~.ysia. 200 .20-1:-
Pa.kistan ('.:est) 33 26 
Philippines 523 443 L 
Sri Lanka. 30 9 7L 
Tahwn 409 22.5 ) 
Thailand 73 42 20 
Turkey 41.L 2* 
Vietns.m 32 

La tin America 
Argentina 555 111 
Bolivia 15 5 8 
Brazil 1,500 40* 
Chile 264 100* 
Colombia 416 319 52 
Costa Rica 110 126 
Dominican Republic 57 2L 
Ecuador 48 13* 
El Salvador 78 )6* 
Guatemala 52 18 
Honduras S9 35* 
Mexico 1,671 BL 
Nicaragua 100 11 
Panama 23 31 
Paraguay 33 22 
Peru 160 2S 
Uruguay 18 36 
Venezuela 448 179 

*Per capita value of new loans extended during the year rather than 
debt outstanding. 

- • 

Year of 
Observa-

tion 

1970 
1971 
1970 
1971 

1970-71 
1971 

1971 
1972-73 
1971 
1971 
197C 
1971 
1971 
1971 

1967-68 
1971 
1970 
1971 
1970 
1967 
1971 

1968 
1971 
1969 
1969 
1970 
1968 
1968 
1961 

19Y 
196' 
197 .1.. 
197 -

1970-71 
1967 
1968 
}'.)67 
1;)67 
1968 

the per capit2 

(cont 1d) 



NOTE: 

Annex Table 1 
Page 2 

Loans outstanding represen"t the end of the fiscal year portfolio of 
the lending institutions. As few credit agencies write of.f bad debts, this 
f i gure is infia ted by de.f'aul ted loans. 

New loans represent the amount of lending by institutions in the 
fiscal year under consideration and not the chilnge in outstanding balances 
a t the year end. Since most credit is meant to be short-term, a low ratio 
of ;1ew loans to outstanding debt probably indicates the institution's port
fol:~o contains a substantial amount of defaulted debt. 

Not all country figures are complete; for sane cOW1tries, 1 t was 
not possible to find figures for all institutional lenders. 



Annex Table 2 : DISTRIBUTION OF AG..'>tICULTURAL LOANS BY TYPE OF LENDER 
(in percent) 

Institutional Non-Institutional 
Countrz Public Private Commercial Non-Commercial 

.A..frica 
~thiopia 7 93 
Ghana-:~ 75 25 
Kenya-l.L 6o 40 
~'iorocco-:i- 23 77 
Tunisia-::- 90 10 
Western Ni~eria 0 LO 25 35 
Zambia 0 0 1 99 

Asia 
Bc>__n::;ladesh 14 0 34 52 
Indi.'.1 26 L 51 19 
Iran 57 43 
,_r ordan-::- 90 10 
Kor ea 3L 0 20 46 
~-'..:ilr.i.;,rsia-::- 54 46 
Fakistan 14 0 23 63 
Philippines 16 26 51 7 
S:ri Lanka 20 45 35 
Tabrnn-,:- 12 53 35 
Thailand 7 1 36 56 
i'urkey 38 2 60 
·:ietna'n 23 0 4 72 

L2.tin .America 
-:i:r:i.zil 66 17 11 6 
C-:i1ile 73 12 15 
'.::olombia 27 69 3 1 
Cos ta Bica 70 0 20 10 
Ecuador 26 64 10 
El SalYador~~ 1.5 8.5 
Honduras~:- 23 77 
i·;exic o-:c 72 28 
Nic.:ir:1gua-:~ 83 17 
Peru":-,:- 23 L 49 24 

,-i-for these countries, information is available only on the division of loans 
in.thin the institutional sector between public and private institutions. 

-:.-:~The distribution is based on the number rather than the -ralue of loans. 

NOTE: 'I'his table reflects the division of outstanding credit balances among 
rour type3 of lenders: namely, public institutions; private institutions 
such .::is commorciol b:mks; commercial lenders such as storekeepers, middlemen, 
lnndl ords 3nci moneylenders; and non-commercial lenders such as friends and 

(cont'd) 
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relatives. But available information far some countries was not adequate to 
break down the .t.\mding sources into four classes. In some cases it was dif
ficult to decide on the appropriate classi.fications for example, should the 
rural banks in the Philippines which are privately owned but publiclJ' funded 
be considered public or private? ehou.ld frienda who charged interest on loans 
be considered commercial or non-commercial lenders? In these two examples, 
the rural banks in the Philippines were considered to be private; private 
lenders who charged more than nominal interest rates were considered to be 
commercial lenders. 

The figures are based on information gathered frcn a small sample of 
farmers, except in the case ot India where the survey on credit was nation
wide. 



Annex Table 3: 

Country 

Africe. 
Ethiopia 
3hana 
Kenya 
Morocco 
Sudan 
Tunisia 
Uganda 
Western Nigeria 

Asia 
i3anglade sh 
India 
Jordan 
Korea 
}:alnysia 
Pakistan 
Philippines 
Sri Lanka 
Taiwan 
Tr.ailand 
:U.rkey 
·,·ietnara 

Latin America 
Bolivia 
3razil 
Chile 
Colombi~ 
Ecuador 
(1.la te111ala 
Honduras 
~1exico 
Nicara~a 
P311:una 
P.:1.raguay 
Peru 

FA.°'ll-!ERS RECEIVING CREDIT FRCM INSTI'.ruTIONAL SOORCES 
(percentage of all farm families) 

Percent 

1 
l 

12 
10 

1 
5 
3 
1 

15 
20 

8 
40 

2 
5 

28 
lJ..i 
95 

7 
23 
21 

5 
15 
15 
30 
18 

2 
10 
15 
20 
L 
6 

17 

Nl1'I'E: The:=:e numbers suffer from an upward bias. Some farmers borrow 
from more th:m one institution and it was not possible to eliminate 
such duplication. SecCl'ldly, sol'lle of the statistics represent poten
tial rather than actual borrowers, as is true in the case of Kore ., 
and 'l'aiwan, the only countries with coverage exceeding 30 percent of 
farm households. For example, in Korea all farmers are members of 
the NACF, the major .source of in~titutional credit. However, in any 

\ Cont'd) 
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one year perhaps no more than one-third of farmers actually do borrow 
f rom the NACF. Furthermore, some of the statistics are based not ~ 
national data but an those reporting institutional loans in a sample 
survey. If the sample was taken, as often appeared to be true, in an 
area in which an institution was active., this too would lead to over
estimation of coverage. 



Per Capita GNP 1 Borrowing Countries-1 

Less than $150 

$151-$375 

$376-$700 

Over $700 

Total · 

ll World Bank Atlas, 1972. 

Annex Table 4: BANK GROUP AGRICULTURAL CREDIT AND TarAL BANK GROUP 
Cet1MI'1MENTS FOR AGRICULTURE, FY 1948-1973 

(US$ million) 

FY 1948-1963 FY 1964-1968 
Credit in '7. Credit in 1. 

Total Ag. Credit of Total Ag. Total Ag. Credit of Total Ag. 
($) ($) ('7.) ($) ($) (1.) 

272.3 10.2 3.7 152.3 63.9 42.0 

85.6 41.9 48.9 165.3 54.8 33.2 

82.2 24.2 29.4 251.2 107.7 42.9 

28.0 ....ll.:.! 46.8 --21:..Q_ _______ll_.. 0 100.0 

468.1 89.4 19.1 620.8 278.4 44.8 

Total Ag. 
($) 

1,045.0 

831.4 

532.2 

______lfil)_. 3 

2,588.9 

The countries with credit projects under each income category are shown in Annex Table 7. 

FY 1969-1973 

Credit 
($) 

535 . 5 

289.6 

469.9 

127 .2 

1,422.2 

Credit in '7. 
of Total Ag. 

('4) 

51.2 

34.8 

88.3 

70.5 

54.9 

I 
~ 
I, 



N_lmher of 02erations 
(No 1 . J (7.) 

lRi 
Leu tha,o $150 
$151-$375 l 100 .J 
$376-$700 
Over $700 

Subtotal --1 lOo.O 

!!!l! 
t.11 thaa $150 2 10.S 
$151·$31S 5 26 . 3 
$376-$700 1 36 . 9 
Over $700 5 ....lLl... 

Subtotal -yg 100.0 

llend 
---i:«a than $150 

$151-$375 
$376 -$700 
Over $700 --- ---Subtotal 

Total 
---i:«a than $150 2 10 . 0 

$151-$375 6 30 . 0 
$376-$700 7 35 .0 
Over $700 5 ....ll:.9.... 

Total --ro 100 .0 

Annex Tal>lo 5: l!ANK CROUP ACRlCllLTURAL CREDIT OPERATIO!IS, !Y FU!IDINC AG!IICY, FY 1948-1973 
(US$ all lion) 

FY 1948-63 FY 1964•68 

Loan / Credit On-Lendi!!Sj Portion Number of 02,r•t !.on• LoanlCredit On-Lending Portion 
($) ('I.) ($) (7.) (Noa.) (7.) ($) (7.) ($) (7.) 

8 61.5 63.9 77 .0 51. 7 74.8 
20 .0 100.0 8. 2 100 .0 5 38 .5 19.1 23.0 17 .4 25. 2 

~ Torr -n- Torr 
__ 1_3_ 

lOQ.O 83.0 Torr 69.1 Tcio.o 

10 . 2 14. 7 10.2 15 .6 
21.9 31.S 20.1 30.8 4 26 . 7 35 . 7 18 . 3 35 . 2 18.8 
24 .2 34.9 24 .1 37 .0 7 46.6 107. 7 55 .1 103.2 5S . 1 
13 . 1 18. 9 10.8 16 .6 4 --ll.L 52.0 26 .6 48.8 26 . 1 

69.4 lOo.O """"TsT Too.a 
__ 1_5_ 

100.0 -nn- -mr.o -wr.r ~ 

--- --- --- --- --- --- --- --- --- ---

10 . 2 11.4 10. 2 13 . 9 8 28.6 63 . 9 22 . 9 51. 7 20 . 2 
41.9 46.9 28.3 38.6 9 32 . 1 S4 . 8 19. 7 52 . 6 20.5 
24 . 2 27 . 1 24 .1 32 . 8 7 25 .0 107 . 7 38 . 7 103. 2 40 .3 
13 . 1 ......li.:.i.. 10.8 14 . 7 4 __.!!d 52.0 18 . 7 48.8 19 . 0 

89.4 100 . 0 73T" Too."o 28 100 . 0 278.4 """ioo.o 256.3 ~ 

FY 1969-73 

MUl!lber of Oe;1ution1 Loen 'Credit On-Lending Portion 
(Roa .) (7.) ($) <'t> ($) (7.) 

39 65 .o 507 .5 81.8 409 .2 82 . 0 
21 35 .0 113.0 18 . 2 89 . 8 18 . 0 

__ 6_0_ 
Too."o ~ 100,0 499.0 100,0 

4 10 . 8 28.0 3 . 9 20. S 3 . 0 
9 24 . 3 91.8 12 .8 75 . 6 11 .2 

15 40 .6 469.9 65 .6 455 . 8 67 . 5 
9 2.4 . 3 127 . 2 17. 7 123. l 18 .3 

-,r -rnr:o -m-:r ~ ~ ~ 

5 100.0 84 . 8 100 . 0 78 .5 100 . 0 

--, --m-:o ,r.r ~ --,.g:-r l1!o.1r 

43 42 . 2 535 .5 37. 7 429 . 7 34 . 3 
35 34.3 289.6 20.4 243.9 19.5 
15 14. 7 469 .9 33.0 455 .8 36.4 

9 8 . 8 127. 2 8.9 123 . 1 9. 8 
~ -mr.o r;trr.r ""t1Rr.lr T.ffl"T ---m-:1J 

I 
.,3 .,. 
~ 



Annex Table 6: ON=-LENDING TO FARMERS AND NUMBER OF BENEFICIARIES Ul BANK G'.!OUP 
AGRICULTURAL CREDIT OPERATIONS, BY SIZE OF FARM, FY 1969-1971* 

East Africa 
0-5 ha 

of which Ethiopia!/ 
5 . 1 ha-10 ha 
10 . 1 ha-100 ha 

of which Ethiopia 
Over 100 ha: · Private 

of which Ethiopia 
Goverrunent 
Cooperatives 

Subtotal 

West Africa 
0-5 ha 
5.1 ha-10 ha 
10.1 ha-100 ha 
OvPr 100 ha : Private 

Government 
Cooperatives 

Subtotal 

Asia 
~5 ha 

of which India 
5.1 ha-10 ha 

of which India 
10.1 ha-100 ha 

of which .India 
Over 100 ha: Private 

Government 
Cooperatives 

Subtotal 

EMENA 
O:S ha 

5 .1 ha-10 ha 
10.1 ha-100 ha 
Over 100 ha: Private 

Government 
Cooperatives 

Subtotal 

LAC 
0-5 ha 
5 . 1-10 ha 
10 . 1-100 ha 

of which Mexico 
Over 100 ha: Private 

of which Mexico 
Government 
Cooperatives 

Subtotal 

All Regions 
0-5 ha 
5.1-10 ha 
10.1-100 ha 
Over 100 ha: Private 

Government 
Cooperatives 

Total 

(US$ million) 

On-lending to Farmers 
($) ('!) 

17.7 
(5. 2) 

4.2 
(2. 3) 
ll .4 
(3.8) 
21.8 

--1.:1 
58.0 

A.4 
13.7 
9.4 

31.5 

206.4 
(184.6) 

40.5 
(32.8) 
106.8 
(58.4) 

1. 7 
3.0 

358 .4 

9.1 

104.0 
49.4 

~ 
189.2 

147.7 
(117.0) 

218.8 
(101. 7) 

366.5 

241.6 
54.2 

372.1 
281.3 
24.8 
29.6 

1,003.6 

30.5 
(9 . 0) 

7.2 
(4.0) 
19.7 
( 6 .6) 
37 .6 
5.0 

100 . 0 

26.7 
43.5 
29.8 

57.6 
(51.5) 
11.3 
(9.2) 
29.8 

( 16. 3) 
(, .5 
0.8 

ioo.o 

4.8 

55.0 
26.l 

__!Ll 
100.0 

40.3 
(31. 9) 
59.7 

(27. 8 ) 

24.1 
5.4 

37.l 
28.0 
2.5 
~ 

100.0 

*Based on anticipated results aa noted in Appraisal Reports. 

1/ Ethiopia Agr. Minimum Package Project. 
l! Less than 0.1%. 

No. of Beneficiaries 
(Nos.) (%) 

483,580 
(400,000) 

9,150 
. ( 350) 

855 
(245) 

121 
43 

493,749 

100,500 
70,000 

225,000 

395,500 

320,090 
(295,800) 

38,610 
(36,000) 
43,870 

(17,600) 
63 

9 

402,642 

12,000 

79,815 
5,696 

254 
97,765 

44,025 
(32,900) 

29,075 
(11,100) 

73,100 

916,170 
108,610 
401,860 

35,689 
130 
297 

1,462,756 

97.9 
(81.0) 

1.9 
(0.1) 
0.2 

2/ 
2/ 

_Ji_ 
100.0 

25.4 
17. 7 
56.9 

79.5 
(73 .5) 

9.6 
(8. 9) 
10.9 
(4.4) 

2/ 
°"i.l 

100.0 

12.3 

81. 6 
5 . 8 

~ 
100.0 

60.2 
(45.0) 
39.8 

(15. 2) 

62.6 
7 .4 

27.5 
2.5 
2/ 

__jL_ 
100.0 



.Annex Table 7 : BANK GROUP AGRICULTURAL CREDIT OPERATI~S • 
BY COONTRY AND Pm CAPITA GNP LEVEL• Fr 1948.;.1973 

Country and GNP Ch-ollp 

East Africa 

Less than $150: 
Botswana 
Ethiopia 
Kenya 
Malagasy 
Malawi 
Sudan 
Tanzania 
Uganda 
Zaire 

Subtotal 

$151-$375: 
Rhodesia 

$376-$700: 
zainbla 

Total East Africa 

West Africa 

Less than $1.50: 
Dahaney 
Gambia 
Niger 
Nigeria 
Upper Volta 

Subtotal 

$151-$375: 
Ghana 
Ivory Coast 
Senegal 
Siera Leena 

Subtotal 

Total West Africa 

(US$ million) 

n 1948-1963 
lmint ($) 

10.2 (2) 

10.2 (2) 

5.6 (1) 

15.8 (3) 

3.6 

9.1 

5.0 
J.4 

21.7 

21.7 

NOTE: Figures in () are the number or operations. 

(1)" 

(2) 
(1) 
(1) 
(1) . 

(S) 

(5) 

FY 1969-1973 
Amount c!J- . 

1.7 (1) 
37.2 (4) 
9.6 (2) 
2.8 (1) 

17.1 '(2) 
16.3 (2) 
39.6 (4) 
1.0 (2) 

8.i (1~ 
139. (19 

14.0 (2l 

153.8 (21) 

6.1 (1) 
1.3 (1) 
o.6 (1) 
7.2 (1) 
6.2 (1) 

21.L (5) 

9.8 (2) 
7.5 (1) 

17.9 o: 
4-~ 39. g, 

6o.9 (12) 

(cont'd) 



Annex Table z 
Page 2 

~ try and GNP Clr'~R FY 19~8-li6J 
Jaount (J w-1~68 tO 

FY 1969-191J 
Amount ( i} 

Ae,ia I . ,, 
I 

Less , than $lSO: 
India h2.2 (J) .)06.9· (l} 
Indonesia · 19.9 (h) 
Pakistan 

Sub'botal L2.2 {3) jzO ~li 3 .a t 6 

$1.Sl-$375: 
Korea 17.5 (2) 
Papua/Nev OUine~ 11.5 (J) 
Philippines j·o ~~ i•6 ·~~ SUbtota1 . • 6 .6 

$3~9.Q: 
l). 7 (2) 

Malaysia 
~ .. , ,~, 2;~0 fi~ Subtotal ~ .o 

Total Asia &o.9 (61 W~L t~rJ ..,. 
Lees than $3.SO: 

--i?~anistan 1.4,.Q.. (2) . 
Yemen P.D.R. 11:~ f!~ subtotal 

$1.51-$375: 
Jordan 6.o (2) 
Morocco 10.0 (1) 34-.0 (1) 
TUnisia 19.2 (3.) 
'I.'Urkey 20.0 fH ~~ B~ Subtotal ~a.a. 10.0 (j) 

$376-$700: 
Ir in 20.s (2) 
Yugoslavia 

~::O ~~ Subtot.al .s 
Over {700: 

Finland 20.0 (1) 
Iceland 2.4 (2) 
Ireland 2;.o (1) 
Israel 20.0 (1) 
Spain 2;.o ~£~. Subtotal 2.4 {2) 96.o 

Total »tEN.A 22.4 (3) 16.0 (3) 257. 7 (17) 

(cont'd) 
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Country and GNP Group FY 19Ll8-196~ FY 1964-1966 FY 1969-197.,2 
Amount {$) Amount ($) Amount ($) 

LAC 

Less than $150: 

$151-$315 
Bolivia 2.c (1) 8.2 (2) 
Colombia 10.0 (2) 16.7 (1) 43.4 (3) 
Dominican Republic 5.0 (1) 
Ecuador 4.0 (1) 16.8 (3) 
Guatemala 11.0 (1) 
Guyana 1.3 (1) 2.2 (1) 
Honduras 2.6 (]) 
Paraguay 5.0 ~t~ 11.l f 2) 8 .6 ffi-

subtotal 16.J 33.8 5) 90.8 {13 

·37 / roo x o-,.r 
(1) 116.7 (L) Brazil 40.0 

Costa Rica 6.5 (2) 3.0 (1) 9.0 (1) 
Jamaica 3.7 (1) 
Mexico 25.0 (1) 250.0 (3) 
Nicaragua 2.7 (2) 
Peru 15.0 gL 26.0 ~gj Subtotal 2L.2 9L.o 379.L (9) 

Over poo 
Argentina 15.J (1) 
Chile 2.5 (1) 19.0 (1) 
Panama 1.2 (1) 4.7 (1) 
I'rinidad & Tobago 5.0 (1) 
Uruguay 1.0 (1) 12. 7 (1) 21.5 (3) 
Vene~uela 11.0 a~ subtotal 10.7 {3) 52.0 CL) 37.2 

Total LAC 51.2 (14) 179.8 (14) 507 .L (27) 

All Re~ions ..ill ~ 6~!~ _fil ~ _{& 
Less than 10.2 22.9 37. 7 
$151-$375 41.9 46.9 5L.8 19.7 289.6 20.L 
:t-376-:;;100 22'.2 . 27.1 107.7 38 • .1 469.9 33 .0 
Over :t',700 13.1 1L.6 52 .o 18.7 127 .2 ~ 

Total All Regions 89.4(20) 100.0 278.4(28) 100.0 1,422.2(102) 100 .0 

NOTE: Figures in ( ) are the number of operations 



Per Capita .GRP 1/ 
of lorrovin& Countrlu 

Leu than $1$0 

$151 - $375 

.J76 • •100 
o .. r $700 

Total 

ProJect 

Tot.al 
_l.!L 

21.. 7 

·102.0 

49,9 

27.8 

204.4 

Local Co11 t 
(fl 

u..s 
7),9 

25,? 

14,7 

128.8 

"~~~ fo@ N t 

,b()'.lnt 

_ill_ 

10.2 

1,1.9 

zi..2 

lJ.l 

89,4 

.u I o? 
Tot.al Project 

cu 
1.1 .J 

41.l 

48.S 

47,l 

4J, 7 

AMoa Table R: CONTRIBUTION TO PROJECT COSTS BY JlANI( GROUP AGRICULTURAL Cl!DIT OPERATIONS, 
BY PER Cl.PITA CNP C<l111TRY CI.TECOll!S, F'f 1948-1973 

(US$ million) 

:t:-68 
!,;ca! iloit PN>Ject fo...ir:J!5 Local Co•t 

I. S of PN>jecl .u S ot Pl'ojoct .u 0 

.laount Local Coot Total Local Coot Aaount Total Pl'ojoct .&aount Local Coot 
_fil,_ cu .J!L {fl _fil,_ cu _w_ m 

15). 7 10).8 6J.9 41.6 19,0 18.J 

lJ.8 18. 7 102.1 6J , 7 54,8 SJ. 7 16,9 26,6 

228,6 166.1 107,7 47,l 44,8 27,0 

143,5 97,0 52,0 J6.2 s.s S,7 

lJ,8 11.7 627,9 430,6 278, 4 44,J 86.2 20.() 

1/ World laak Atla•, 1972. TIie cOUZ1trlH vltb credlt project• - oach 1- cat•ory en obovn lD ADnu Table 7. 

Annex Table 8 

r!l96~ffii 
Pl'oJect Local Goet Total ffi t 

Ao ii or Pl'oJect 
" 0 Total Locol Cost Al,ow,t Total Pl'oject .laount t.ocal Coat 

-ill _J!L_ .J!L m .J!L __{j) --
912.4 lll7 .6 535 .5 58. 7 227 · ' 38 .7 

552,0 318.l 289 .6 H.5 62.5 1' .7 

l, 154. J 861.5 469.9 40 . 7 174.B 20 . 3 

)81.1 _,., . ., 1i 21.2 JJ.4 21.S 7,8 

2,999.8 2,042.5 1,422.2 47.4 416.) 22 .9 

f 
ji;3 
O' 

ti' 
0:, 



Annex Table 9: INTERF.ST RATES TO FARMERS BY SOURCE OF LOANS 
(percent per year) 

Country 

Africa 
Ethiopia 
Ghana 
Ivory Coast 
Kenya 
Morocco 
Nigeria 
Sudan 
Tunisia 
Uganda 

Asia 
Al'glianis tan 
India 
Indonesia 
Iran 
Jordan 
Korea 
Malaysia 
Pakistan 
Philippines 
Sri Lanka 
Taiwan 
Thailand 
Vietnam 

Latin .Amer i ca 
Bolivia 
Brazil 
Chile 
Colombia 
Costa Rica 
Ecuador 
Fl Sal ,,ador 
Honduras 
Mexico 
Nicaragua 
Peru 

N cmd.nal Rat.es 
" ' Ccnmercial 

Inetitutions Lenders 

12 
6 

10 
7 
7 
6 
7 
7 

12 

9 
10 
14 

7 
7 

16 
18 

7 
12 
12 
10 

-11 
30 

9 
15 
14 
12 

8 
10 
10 
9 

10 
13 
12 

70 
70 

150 

200 
120 

20 
6o 
6o 
JO 
JO 
50 

JO 
48 

100 
6o 
82 
41 
24 

25 
40 
6o 

Real Rates 
ca.nercial 

Institut ions Lenders 

8 
0 
6 
1 
5 

- 2 
1 
4 
1 

0 
3 
5 
2 
5 

16 
4 
6 
6 
3 
9 
2 . 

5 
-7 

-16 
4 
4 
7 
8 
6 
7 
8 
5 

66 
64 

144 

192 
120 

15 
2e 

15 
49 
58 
27 
22 
41.L 

28 
20 

96 
39 
52 
33 
20 
23 
38 
53 

NOTE: The nominal interest rate reported for institutions represents an a\ erage 
rate for dif ferent types of loans and various institutions. One uniformity i s 
that private institutions tend to charge about J percentage points higher than 
public institutions. The informat1.on on the rates charged by commercial l enders 

(cont 1d) 
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can on'.cy' be taken as su.ggesti ve. .l t best this information was based an sample 
surYe7s; often it represents only hearsay evidence authors chose to report. 
In practice most cOIIIIIIEll"cial loans are short-tem, ooe to three months being 
typical. Mul.tip:i,ing monthly raws by twelve ezaaeratea botb the cost to the 
borl"Olll!t2' and the. incaae to the lender. · 

Conversion from nom.nal to real rat.es was done b7 deducting f'rol'll the 
nollina.1 rates, the average rate ot inflation between 1967 and 1970, except in 
a rev cases S11Ch as Indonesia where the in.nation rate between 1967 end 1970 
clear~· ~d not refiect current le.wls ot intlati.on. 



Annex Table 10: BANK GROUP AGRIWLTURAL CREDIT OPERATIONS, 
BY MAJOR END USE AND BY REGION, FY 1946-1973 

Major End Use 

Genercl Ag. Credit 
FY 191.iE.-63 
FY 1961.i-66 
FY 1969-73 

Sub-total 
Livestock 

FY 1%8-63 
FY 1961.i-68 
FY 1968-73 

Sub-total 
Crcp Development 

FY 19LE-63 
FY 196L-66 
FY 1969-73 

Sub-total 
Irrigavion 

FY 1%8-6} 
FY 1961.i-66 
FY 1969-73 

Sub-total 
F&rm Machinery 

?! 1948-63 
FY 1961.i-68 
FY 1969-73 

Sub-tota1 
Fisheries 

FY l9l.i8-63 
FY 196L-66 
FY 1969-73 

Sub-total 
Agro-Business 

FY 19Lc-63 
n 196L-68 
FY 1969-73 

Sub-tct.::1 

(US$ million) 

East Africa West A!rica Asia l!MENA LAC 
No.or Ho.or No.of' No.of No.or 
~ Amt. ~ Amt. -2£:_ Amt. ~ Amt. -9..e:.... Amt. 
(Nos.) '"1lT"" f(llos-:) '"11J {Nos.)~ _"{lloiJ -cl'r 1 _(Nos.) {$) 

1 5.6 1 1.3 
2 8.6 ~ 2 13.0 2 18.0 
2 11.5 3 14.e. ~ 107 .L 6 76. 7 3 29. 7 
~ ~--,- '"lt78 ~~ m:'Ii --ir cf9.7 -6-· 49-0 

2 2.L 1 1.0 
- 10 145.8 
8 41.9 - -- 3 16.1 L 75.o 19 373.6 

-,-~ --:- --::- --,- -i:o:r --r;- -rr.r; JO ~ 

'IDTAL 
No.of 
-2£:_ Amt. 
(Noa.) ($J 

2 6.9 
6 39.6 

19 240.l 
27 ~ 

3 9.L 
10 1.L5.8 
34 506.6 
L1 oor.tr 

1 J.L 1 J.L 
L 35.3 5 35.5 3 14.3 l 20.0 - 13 10, ~ 1 --r- -w.'7 ~ ~ --,- lii":J --r 20.0 ---:- -:- -w ro,r.c: 

1 20 .0 
1 5.2 l 3.0 

__:_ _ __.:_ _:_ L lLl.O - -- - - - ~m-r 23.0-

1 20.C 
2 8.2 
L J.41.0 

--r-m:! 
1 5. 6 ~ 12 42 • 9 13 LB. S 

3 42.0 3 h2.0 
2 ~ - - J ~_S - - - - 5 108. 8 

-y ""'2'r.'9 --:- --:.-~ ~ ---:- ---:- --n- ""1i7:"9 --n- 'I'9'9"0 

2 lJ.7 2 13.7 
- - 1 1.) 2 15.1 2 ----2...!2 1 5.3 6 7.2 --:- --:- --r lJ -r 2S:'tJ ~ ~ --i- -n ~ ~ .o. ~-

~ 10.7 1 3.7 J 26.0 3 60.5 2 CL.o 11 l~~-9 
~ 1o.7 --r --r:f ~ 2b.O ~ To:-5 -~2- -m;:o --yr l • o 

Inte~&ted Ag. 
IT 19L8-63 
FY 196L.-66 

Devt. 1 4.6 l L. 
2 9.7 2 16.0 

IT 1.969-73 
Sub-total 

3 38.1 2 _5__.{> 2 30.0 - - 2 1L .8 i '., 
---;- -;'2.1i ---r -,:0 ~ ~ --:- -:- ---.L-~ --i:t'"° I lB". l 

!i'orestry 
FY 1%f.-6J 
FY 1961.i-68 
FY 1969-73 _ _:_--=.... _:_ __:_ _:_ __ 1_ 20.(' - - 1 20.0 

- - - 1 2Q.O --:- -:- -,- 2o.O Sub-total 

Total 

Percent of Total 19 
(No. of Op.) 

Percent of Total 
(Amount) 

8 

11 3 

21 15 37 100 

28 17 10(' 



Annex Table 11: DURATION OF LOANS MA.DE BY SELECTED INSTITUTiICE 
(percentages) 

Gountry 

Africa 
Ethiopia 
Ken.ya 
Morocco 
T'.misia 
Uganda. . 

As!.R 
B8.1.gladesh 
India 
Irar.. 

Jordan 
Korea 
Malaysia 
Pakistan 
Philippines 
Sri Lankc1. 
Taiwan 
Thailand 
Turkey 
Vietnam. 

Latin America 
Brazil 
Bolivia 
Chile 
Colombia 
Costa. Rica 
Ecuador 
El Salvador 
Honduras 
Eexico 
:NicaragJ..a 

Institutions 

All 
All 
All 
BNT 
COOP 

ADB 
COOP 
ACBI 
ADFI 
ACC 
NACF 
BPM 
COOP 
Rural Banks 
All insii. 
A:.1 inst. 
All inst. 
s p 
Rural Banks 

Feda Banks 
Agr. Banks 
~NDAP 
Ga,:a Agraria 
State Banks 
DACP 
Al:. inst. 
BN: 
~ :ID.') 
1ffiN 

.. ~ · .. --- -~ ...... -

Less than 
2 years 

100 
26 
13 
62 

100 

L4 
76 
JO 

2.5 
90 
60 
88 
93 
95 
50 
71 
23 

100 

78 
95 
70 
42 
LO 

100 
96 
Lt) 
90 
62 

Duration 
From 

2 to 5 years 

31 
27 
.38 

48 
24 
10 
10 
75 
10 
40 
12 

7 
5 

28 
28 
53 

19 

30 
39 
60 

4 
37 
5 

18 

Kore than 
5 years 

LJ 

8 

90 

22 . 
1 

24 

3 
5 

19 

2C 
~ 

h0E: 7.:-_:.s ·=,a.: --- c,h~·" .. to-.~ s~OE. ci:'~c ::.c~ ti t.'.l"i:,ior~s ·i:Jle cumulat:. ve distribution 
::.". ~-:•o.i::.s '0y &i1~.:.:::.:...::,.;. :!:;, mo.:;t shor1:. :.e:.~ produc:-cion c~edits constituted the 
b,i~.xe c f all loans w :::-_ sot':'le C[.ses the -i:::istit-..ition ir.itially made longer term 
l oK,.s but unpai<i. lo.:i.:1s we:::.4 e u.s·.iali~.r :rescheduled for one yea:r. Thus, in part 
t te :3ho:::-t. term na·;u r e of" -c,he portfolic =-eflec~s the degree of rescheduling 
as well as the emp::-J.<?. '3~-3 on production credits .. 



Annex Table 12: MEASURES OF LOAN DELINQUENCY OF SELECTED INSTI'IUTIC!iS 
(percentage) 

Country 

Africa 
Ethiopi,l 

Ghana 
Ivory Coast 
Kenya 

Malawi 
Niger 
Nigeria 

Morocco 

Sudan 

Tanzania 
Tu.nisic::. 

Uganda 

Asia 
.Af~hanistan 
Bangladesh 

India 

Iran 
Jordan 
Korea 
Malaysia 
Pakistan 
Philippines 
Sri Lanka 
Thailand 
Turkey 
Vietnam 

Latin America 
Bolivia 
Chile 
Colombia 

Costa Rica 
El Salvador 
Honduras 
Jamaica 
Peru 

Institutions 

**We} ·inO 

**CAD~J 
ADB 
BNDA 
mm 

**AFC 
**Lilongwe 
**CNCA 

WSACC 
FAID 
SOCAP 

**CNCA 
OOOP 
ABS 

*l!NDCA 
-lHf-BNT 

Local Credit Unions 
Co-op Credit Scheme 

~H1-ADBA 
AB 
IRDP 
PCCS 

**PLDB 
ACBI 

-lH:-ACC 
-lH.<-NAFC 

BPH 
-,8."ADB 
*l~Rural Banks 

New Credit Scheme 
BAAC 
ABT 
Rural Banks 

1H1-Agr . Bank 
. INDAP 

-lHI-Gaj. Agr. 
-lH1-INCORA 

BNCR, BCR 
ABC 
BNP., Sup. Credit 
.ADB 
Plan Costa 

-lP.:-BFA 

.Arrears to 
Portfolio 

25 
51 

11 
52 

13 

28 
66 

10 

37 
43 

34 
·12 

41 
7 
6 

36 
20 
50 

29 

1 
16 
19 

lJ 
3) 
37 
10 
31 
33 
JO 

* The arreru-s rate is equaJ. to 100 minus the repayment rate. 
-i~c Institutions involved in Bank Group projects. 

Arrears* 
Rate 

3 
50 
55 
15 
33 
36 

2 
29 
80 
95 
50 
5 

26 
13 
50 
50 
50 

77 
76 
40 

7 
20 
44 
82 
15 
21 
65 
18 
41 
50 
43 
5 

68 
60 

16 

81 
18 
10 

(cont'd) 
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NOTE: These measures have various shortcomings. Most agencies consider 
rescheduled loans as haring been repaid. A low ratio df arrears to port
.folio may not mean aich when loans are expanding rapidly and not :,et due 
while at t.he aaae time the repa;paant rat(t on preview, loans is poor. 



Annex Table 13 : AOONISTRATIVE COOTS FOR SELECTED INSTITUTIONS 

Country 

Africa 
Ghnna 
Ivory Coast 
Kenya. 
}1orocco 
Senegal 
U1:;2nda 

Asia 
Bangladesh 

India 
In done sic! 
Jordan 
Korea 
Lebanon 
Malaysia 
P.rostclil 
Philippines 
Thaihnd 
Turkey 

Taiwan 

Latin .America 
Br3.7.il 
Colombia 
Costa Rica 
Ecuc:1.dor 
El Salvador 
Mexico 
Peru 

Lnstitutions 

ADB 
CNCA 

*AFC 
*CNCA 

BND 
Cooperatives 

KTCC 
BKB 

~DB 
BIMAS (improved) 

*ACC 
*NACF 

BCAIF 
Bffi 

*ADB 
ifR-ural Banks 

BAAC 
SCR 
BAT 
Farmers Association 

Coop. Bank 
Land Bank 

AGAR 
-:~INCORA 

BNCR 
DJ\PC 
ABC 

*FONOO 
ADB 

* Institutions involved in Bank Gr~ip projects. 

Cost as 
a Percent 

· of 
New Loans 

10 

10 

50 

17 

25 
JO 
6 

20 

5 
13 
5 

10 
10 

7 
L 

16 
3 

Cost as 
a Percent 
of Total 
Resources 

10 
9 
3 
3 
3 

10 
3 
3 

3 
L 
3 

3 
5 
8 
2 
6 
2.5 

(2 .5) 
(1.5) 

7 
3 

11 
l 
6 

NOTE: Ga.pi tc1l and to the extent possible supervisory costs have been excluded 
from the cost infonnation in this table. However, it was not possible to get 
comparable figures for different institutions. The very low cost figure s re
ported by such institutions as the KTCC in Bangladesh reflect only the cost of 
the final lender and not that of the entire agricultural credit system. On 
the other hc>;nd, institutions with very high cost figures are probably provid
ine farmers more services, the cost of which it was not possible to eliminate 
with the availnble data. Other reasons for high costs in some institutions 
are that the programs are new and of small size but have already hired the 
staff that will em1ble them to expand. The BPM in Malaysia is such an insti
tution. 



Annex Table 14: BANK GROUP AGRICULTURAL CREDIT OPERATIONS, BY LENDING CHANNEL TO ULTIMATE BORRCX-.'ER, FY 19413-19/3 

FY 1948-63 ________ FY1964-68 FY_l969-73 ----
No. of 02erations Amount No. of 02erations Amount ~o. of 02erat1ons Amount 

(Nos.) (%) ($) Ci.) (Nos.) (%) ($) (%) (Nos.) (.,.) ($) (%) 

Coumercial Channel 4 20.0 14.7 16.5 6 21.4 101.0 36.3 27 26.5 546.S 38.4 

Agricultural Banks 9 45.0 53.0 59.3 15 53.6 129.4 46.5 33 32,3 354.9 25.0 

Cooperatives - - - - - - - - 11 10.8 266.9 18.8 

Development Banks 3 15.0 12.1 13.5 5 17.9 39.1 14.0 17 16.7 117 .4 8.2 

Project Authority, Ministry 4 20.0 9.6 10.7 2 7.1 8.9 3.2 14 13. 7 136.5 9.6 
or Special Entity!/ 

Tot'al 20 100.0 89.4 100.0 28 100.0 278.4 100.0 102 100.0 1,422.2 100.0 

Average Size of Operation 4.5 9.9 13.9 

1/ British Guiana: Credit Corporation; Korea: Dairy Beef Company; Malagasy: Ranch State Farm; Spain: Instituto de Credito , M<o\i11 JI Lu·..9.e 'PJ,n~o
- Sudan: Mechanized Farming Corporation; Zaire: The National Ranching Development Authority. 
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P~ACE 

1. Land reform is concerned with changing the institutional 
structure governing man's relationship with the land. At present the 
livelihood of more than half of mankind is directly dependent on agri
culture -- a land based industry. Nine-tenths of this total agricul
tural population is in the developing countries, where questions of 
access and rights to land are of paramount interest to more than two 
billion people. 

2. Land is, of course, one of the basic factors of production for 
food and other agricultural products. With food production rising in 
the LDC's at about the same rate as population growth, there is growing 
pressure on land resources to increase output. Much of this increase 
will have to come from a higher output per hectare. Changing the pattern 
of land ownership and redistributing land can contribute to increases in 
output in some country situations but will make little difference in 
others. 

J. The conditions governing agriculture vary enormously among the 
developing countries. There is one characteristic, however, which is 
common to all: a very rapid growth in rural population. Pressure on 
the land is thus increasing and the average man-land ratio is worsening. 
This is at a time when non-agricultural employment opportunities are not 
expanding rapidly enough to provide adequate incomes for all entrants to 
the labor market. In some countries, however, there are prospects for 
expanding the frontier of cultivation to absorb more labor; in others 
more labor could be employed in the rural sector through a redistribution 
of land; but in yet other countries changing the rights to land will make 
little direct contribution toward increasing labor absorption. 

4. The distribution of land in terms of size of holdings varies 
from country to country. The greatest disparities are found in Latin 
America. Where the pattern of land control is skewed the distribution 
of income is generally uneven, although to some extent it is the poorer 
land that makes up the larger holdings. In Asia and the Middle East mal
distribution is reflected in the landlord-tenant problem. Here the 
population is more evenly spread, but rights of access to land are res
tricted. Much of Africa presents a different problem as the traditional 
pattern of group ownership and communal rights is eroded in favor of 
individual ownership with varying degrees of equality. 

5. In terms of land reform policy, therefore, we are confronted 
with a range of cultural and political situations -- based on different 
patterns of social organization and customs -- and with different levels 
of development. As shown in Chapter 1, at least six land tenure situa
tions can be delineated. The differences among these types point to the 
varying reforms necessary to achieve more equitable land access and im
proved productivity in specific country situations. Accordingly, while 
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it is possible to identify the need for land reform, it is difficult to 
make general prescriptions with regard to the form of land holding or 
pattern of distribution necessary to achieve the multipurpose objectives 
of development. 

6. Further, we are dealing with a dynamic situation, where rural 
population growth and changing technology interact with the existing 
institutional structures of rural society. The manifestations of this 
interaction are seldom benign for the majority of the land based popula
tion. A situation that has seemed relatively stable and equitable for 
decades can become untenable. This dynamism means that a solution which 
was appropriate ten years ago may be inappropriate today. Not surprisingly, 
therefore, we find many LDC's experimenting -with a variety of possible 
solutions -- with different fonns of rural organization ranging from 
communes to private ownership. 

7. While recognizing the broad context of the land reform issue, 
the concern here is wi.th a much narrower aspect, that is the appropriate 
role of the Bank Group. In pursuing this question Chapter I looks at 
the characteristics of land reform in terms of both its rural context 
and its component elements. Chapter II examines the economic implications 
of land reform in relation to the goals of development. Chapter III re
views Bank Group policy in relation to land reform. The quantitative 
background to land reform in terms of population patterns and land dis
tribution is outlined in .Annex I, while some experiences with land 
reform programs are summarized in Annex II. The policy recommendations 
are presented at the end of the Summary. 
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SUMMARY AND REOOMMENDATIONS 

Definition and Setting 

1. Land reform involves~intervention in the prevailing pattern 
of land ownership, control, and usage in order to change the structure 
of holdings, improve land productivity, and broaden the distribution of 
benefits. In practice, land reform is pursued in response to political 
pressures for socio-economic change arising from factors such as increased 
population, pressure on a limited land base, or an ideology of egalita
rianism based on more even distribution of land or income. Land reform, 
by its very context, has inter::1-inked political, economic, and social 
dimensions which in turn have significant implications for development. 

2. The systems of land control in developing countries can be 
classified into six types, as presented in Chapter 1, though in many 
countries examples can be found of more than one type. Three of the 
six types are found in a traditional co~1text: the feudalistic landlord 
and tenant system of some Asian countries; the feudal Latin American 
system of large farms; and the comnru.nal land ownership patterns of many 
tribal groups (especially in Africa). The other three major types have 
a modern context: the private ownership of land common in most market 
economi~s; the state or collective ownership of socialist countries; and 
the plantation or ranch type, which is often interspersed with other 
forms of tenure. 

3. Landreform necessarily implies many different kinds of 
adjustments in an array of situations where there are great variations 
in individual equity and agricultural productivity. In most instances 
social or equity considerations are the main concerns. Thus when there 
are exploitive landlord tenant systems of the Asian or Latin .American 
feudal type, reform incorporates changes in the rights of tenants, 
redistrH1ution of ownership to existing tenants, or the replacement of 
the landlord by the tribe or the comnru.nity. When individual ownership 
of the market economy type is the norm but the distribution of land is 
skewed, reform may require subdivision of large holdings or transfer to 
the state. In contrast to this, reform in highly controlled government 
states may involve the transfer of some land from the state to individuals. 

4. There are other variations of land reform that focus more on 
the economic use of resources than on equity. Where there is fragmenta
tion of holdings an appropriate reform might involve consolidation of 
holdings without change in the patterns of ownership of land. Where 
there is erosion or depletion of communal lands the appropriate reform 
might involve a program of supervised cooperative land management 
without changing the distribution of land. Elsewhere land reforms might 
involve changing tenancy arrangements with the emphasis on providing 
security of tenure so as to encourage on-farm investment. Again, these 
do not require redistribution but eventually lead to more economic use 
of resources. 
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5. The typology out~ined in Chapter 1 makes it clear that there 
are situations where land reform is a necessary precondition for modi
fying the structure of a society and raising agricultural output. 
However, while land reform in itself may be necessary, it is not a 
sufficient condition for improving land productivity and distribution 
of income. Changes in patterns of land ownership will not automatically 
lead to an increase in output or technological change in agriculture. 
These will come about only if adequate provision is made for the supply 
of necessary inputs and mandatory services to the users of the land. 
Indeed, as stressed in Chapter II, the organization of the supply of 
inputs to accompany any land reform program is essential, especially 
where the process of reform leads to a breakdown of the institutional 
structure of agriculture and leaves nothing in its place. 

6 Ftnally, it must be recognized that a policy for land reform 
for a given ·situation cannot be simply stated. Any policy involves 
fundamental judgments about the adequacy of an existing system and the 
roost appropriate alternative. The judgments of policy makers differ. 
The case studies in Annex II show that reform minded governments such 
as Kenya and Peru have pursued different approaches. Some governments 
favor individual ownership of land; others favor communal or collective 
control over land. Clearly the policies followed are not a matter of 
economics alone. '!hey also reflect politics and ideology and reach far 
beyond any purely economic calculus. 

Distribution of Land and Income 

7. Although few data are available, the distribution of land 
ownership is known to be skewed; the degree of concentration varying 
with the tenure situation types. The Asian and Latin American feudal 
and the plantation-ranch types have high degrees of property concen
tration while the socialist and traditional communal types have low con
centrations, with the market economy type somewhere in between. Indi
vidual countries are classified on the basis of land ownership concen
tration in Annex I, Table 9. 

8. 'lhe distribution of land by size of holding is also highly 
skewed throughout the world. As shown in Annex I, Table 6, an estimated 
80 percent of a.11 holdings are 1·ess than five hectares in size with about 
40 percent less than one hectare; these holdings account for approxi
mately 20 percent of all cultivated land, and only seven percent of all 
land in holdings. Considered separately, Latin America has a parti
cularly skewed pattern--less than 20 percent of holdings (those over 
50 hectares) accounting for over 90 percent of the total area held in 
holdings, and more than one-third of all holdings (those less than 
five hectares) accounting for only one percent of area held. (Annex I, 
Table 8.) For Asia, in contra~t, 40 percent of the land (accounting 
for almost 80 percent of holdings) is in holdings of less than five 
hectares. 
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9. The distribution of holdings by size is frequently used as 
a proxy for the distribution of wealth and income in the agricultural 
sector. The skewness of the distribution of holdings, though, does 
not reflect precisely the patterns of distribution of wealth or 
income. First, all land is not homogenous; a concentration of large 
holdings in a semi-arid region may reflect a smaller concentration of 
wealth than a concentration of small holdings in an irrigated area. 
Secdnd, the distribution of holdings by size is not the same as the 
distribution of ownership of land; in general there is a greater 
concentration of land ownership than of holdings, as evidenced by 
widespread tenancy especially in parts of Asia. (See Annex I.) The 
distribution of income in these regions ,will depend largely on the 
contractual arrangements between owners and tenants or sharecroppers. 
But, in most cases, the distribution of income will be more skewed than 
the pattern of holdings. Frequently the income of sharecroppers and 
renters may be little different from that of landless labor. 

Social and Economic Issues 

10. Rural population in the LDC's continues to increase at over 
two percent a year, adding to the already heavy population pressure 
on the land. With few exceptions, the frontier of virgin cultivatible 
land has already disappeared, so that the absorption of more people 
into agricultural activity will require more intensive cultivation of 
land already in use. The need to absorb more people in the rural 
areas differs among LDC 1s. In many countries, massive rural under
employment is accompanied by high rates of open unemployment in the 
cities a.Ji1d. growing inequality in the overall .distribution of income. 
Where tho problems are most acute -- as in parts of Asia -- the emergence 
of substc!.ntial numbers of landless labor in rural areas suggests that 
the family farm system as a means of spreading work among family members 
may be breaking down. 

11. The extreme poverty of many who live on the land, and the 
increasing pressure on the land through population growth, highlight the 
double challenge of rural development, to raise productivity and income 
in agriculture while at the same time absorbing more people into employ
ment in the sector. Access to land, and the conditions that gove:~n 
access, are questions of major importance in these circumstances. 
Where land is marketable, increasing population pressure must inevitably 
drive up the price of land, thus benefiting those who own land; where 
land ownership is skewed this will tend to exacerbate inequality in 
income distribution. 

12. These same circumstances (relating to employment and income 
distribution) give rise to questions about the efficiency of land use 
under existing arrangements. Landowners often prefer for various 
reasons to underutilize land, either by working it themselves on an 
extensive basis instead of through tenants on an intensive basis, or 
by leaving it unused. In other cases tenancy arrangements are such that 
landlords are discouraged from making investments, and tenants are dis
couraged from applying variable inputs, because half the benefits will 
go to the other party. In some situations, too, the fragmentation of 
holdings causes great inefficiencies in land use associated with 
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transportation, irrigation, and mechanized operations (even on a small 
scale) . In general terms, increases in the population of working age 
create additional demands for work and income; at the sanra time, 
however, the additional labor available, i£ used productively, could 
serve to augment output. There'. is a strong case for land reform 
(including tenancy reform and consolidation) in situations where land 
would otherwise be underutilized in terms of its production potential. 

13. Evidence on the effects of changing farm size ( examined in Chapter 2) 
indicates that the productivity of land;- defined as yieid per 
hectare -- is generally higher on smaller holdings than on larger 
holdings. The main reason for this is that smaller holdings are worked 
with bigger inputs of labor than are large holdings, so that greater 
land productivity is attained. Often the economic benefits will depend, 
however, on the effectiveness of new technology when used on small as 
compared with large farms; mere redistribution of land may not suffice 
to raise farmer output substantially without accompanying agrarian 
reforms and new services. 

14. These effects on output may be reinforced by some of the 
possible side effects following land reform. Smallholders tend to 
consume more of their own produce and therefore market less, per unit 
of output, than do large farmers; this may necessitate food imports to 
meet the needs of urban consumers. On the other hand, the additional 
food consumed by small farm families might have otherwise been purchased 
if member~ of the family had moved to the city. The consumption of food 
by poor g1~wers may also be less costly than the consumption of imported 
or capital-intensive consumer goods by the better-off farmers. Small 
farmers may also save less per unit of income. Evidence suggests, 
however, that small farmers save proportionately more than urban dwellers 
am. that in the aggregate they may also have larger savings than large 
farmers, though these may be directly invested in the smallholding. 

15. On the other hand, while 11 the benefits should go to those who 
till the soil" is often a reasonable program in an agrarian society, in 
a partly urbanized one those who do not work on the land still require 
and have some rights of access to the products of these land resources. 
The food and fibre needs (and the spatial requirements) of the non~rarrn 
population are not infrequently overlookx<i by the proponents of larrl 
reform. In this respect, there is a case for considering both a min:imum 
and maximum farm size. These might be designed first, to ensure that 
smallholdings are large enough to provide food sufficient to meet with 
a h1gh degree of certainty the minimum physiological limit of the farm 
family; and second, to ensure a scale large enough to provide a saleable 
surplus to meet the needs of urban consumers, especially for fresh produce. 
Few land reform programs provide for such a minimum limit despite evidence, 
from many areas, that allowing farms to become too small (relative to the 
best available technology) may be just as unsatisfactory in terms of 
equity and efficiency as an uncontrolled tenancy situation. 

Recent Experience with Land Reform 

16. A primary conclusion from examination of past experience with 
land reform is the over-riding importance of the political factor in 
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securing meaningful change. The concentration of control over land 
provides a power base for many groups in the LDC 1 s. Land is a symbol 
of authority and a source of political power, especially where the 
land owner controls the access of peasants to ~heir only source of 
security -- the land. A meaningful land reform program will inevitably 
destroy or limit the power base of many persons. It is not surprising, 
therefore, that land reform is often a central issue in political 
debates and that these debates are often couched in terms of redis
tributing political power as well as wealth • .Ambitious programs of 
land reform will seldom be implemented unless there are shifts in 
political sentiment and power. Many countries have legislated land 
reform but .only a few can be said to have achieved real land reform 
and these reforms were only im~lemented when there was a change in 
government in the context of circumstances that favored drastic 
change, as in Mexico, Japan, Taiwan, and Kenya. 

17. A second factor of importance in making reform effective is 
the creation of institutions to implement the reforms once legislated, 
and to press for continuing development. This has usually involved 
organizing the beneficiaries to creaiBfollow-up pressure. For example, 
in Japan, Taiwan, and Venezuela suitable institutions were established 
to ensure that land was indeed transferred. In other countries, a 
community of interest between landowners and officials, combined with 
an absence of organized pressure from the beneficiaries, largely 
nullified positive reform efforts. The land reform experience in much 
of Asia and Latin .America suggests that some form of rural organization 
especially involving local representati'on, may be a critical ,condition 
for successful land reform. 

18. A third conclusion is that land reform is rarely undertaken 
without considerable upheaval and loss of production, although there is 
evidence to suggest that these costs can be kept small and temporary. 
The restructuring of land holdings is often accompanied by the destruc
tion of traditional delivery systems for input needs and marketing, 
since these systems are almost always tied to the operations of the 
larger farmers that are dispossessed. Because of this, rather than 
because of any deficiency inherent in the small relative to the larger 
farmers, land reform has often proved costly in terms of lost output. 
Minimizing such costs necessitates the provision of services concurrently 
with reform implementation incorporating as much forward planning as 
feasible':. 

19. A fourth consideration relates to the problem of perspective 
over time in assessing the effects of land reform. As the country 
experiences summarized in Annex II reveal, the effectiveness of land 
reform may be relatively limited in the short run, and many socio
economic benefits, such as are associated with greater social mobility 
and improved political stability, emerge only in the longer run and 
accrue for many years subsequently. The cases of Japan and Mexico 
are particularly significant in this respect. While the direct ~hort 
run effects of the land reforms in these countries have not been 
considered wholly beneficial, there is little doubt that the long run 
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effects for their total societies have been overwhelmingly favorable, 
contributing substantially to the ultimate economic development of 
both countries. 

The Bank and Land Reform ' j 

20. The Bank Group has taken an active interest in land reform on 
a number of occasions. Concern has usually been focussed on new or 
improved possibilities for production following changes in the tenure 
situation, with emphasis on security of tenure being a particularly 
important theme. More recently, the extent and gravity of the employ
ment problems and income disparities in the LDC's have caused a new 
concern over land reform, "from an equity as well as a productivity 
standpoint. 

21. Bank Group experience through project financing of land 
reform has been very limited. In part .this may be because there have 
been relatively few land reforms, particularly in areas where the 
political situation was reasonably stable and otherwise conducive 
to Bank Group involvement. But also relevant is the fact that the 
financial requirements of land reform tend to be relatively limited. 
Even where the land transferred is purchased from the previous owners, 
the amounts involved are usually small, especially where payments are 
in the form of bonds. In addition, such payments usually constitute an 
internal transfer (unless foreign. owners are involved) and thus are not 
attractive for external financing. Some examples of Bank Group involve
ment in land reform programs, notably in Tunisia and Malawi, are dis
cussed in the main report. 

22. . In general, this report concludes that land reform is con-
sistent with the development objectives of increasing output, improvjng 
income distribution, and expanding employment, and that the Bank Group 
should ~upport reforms that are consistent with these goals. However, 
it is recognized that the Bank cannot force structural change but 
can only support appropriate efforts within existing structures. 
Although the Bank's direct action must be limited, its preferences 
regarding national policy choices and those which are considered 
consistent with the Bank's development goals are set out below as country 
guidelines. These same conclusions are reflected in the subsequent Bank 
policy recommendations. 

Country Guidelines 

1. Governments which accept a basic commitment to land refJrm 
should consider three components: (i) redistribution of land ownership 
to reduce the present mal-distribution; (ii) tenancy reform; and 
(iii) consolidation, where necessary. 

2. A commitment to land reform implies simultaneous action to 
create or develop an input supply system to meet the special needs of 
the beneficiaries of land reform. This may require either the creation of 
new institutions or special branches or fund allocations within existing 
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organizations to supply credit, inputs, and technical services, 
including research and extension. 

J. In sparsely populated regions (countries), specially struc
tured settlement schemes can serve as second-best substitutes for, or 
supplements to the redistribution of land currently in use. 

4. It should be recognized that a small farm structure can 
generate employment to absorb underemployed labor in crowded regions 
where there is no short term prospect of absorbing it in non-farm or 
large farm employment. With the scale-neutral seed-water-fertilizer 
technology now available, such a structure can produce at least as 
much per unit of land as a large farm structure. 

5. Equity-oriented land reform should be so programmed that 
(i) the effective ceiling on holding size is low; (ii) the beneficiaries 
belong to the poorest group; (iii) the extension and (non-land) input 
distribution system favors the beneficiaries; and (iv) owned and self
operated land, as well as leased land, is redistributed. 

6. Where efficient large scale plantations or ranches exist, 
they need not be broken up, but it should be accepted that in such 
cases the objectives of reform ,:an only be realized if the enter
prises are covered by a progressive tax system and the workers partici-

. pate adequately in t_h_e_b~nefits of the enterpri_s_e_. ___ _ 

7. Research should be organized to evolve a low-cost settlement 
policy. Wherever settlement policy is used to supplement land reform, 
settlement schemes should be planned to have approximately the same 
effects as the redistribution of existing holdings. These effects can 
accrue if (i) the settlers are the really poor small farmers or land
less workers and an input supply system is available to support their 
operations; (ii) the size distribution of the new holdings is equitable; 
and (iii) tenancy is discouraged, and allowed only under specified 
types of contracts. • 

8. Where the shortage of land is so acute that even with a low 
ceiling both smallholders and landless workers cannot be given minimum 
holdings, preference should be given to the smallholders in the allot
ment of land, and a rural worts program should be organized for the 
landless. 

\ 

9. ' Experience in Far Eastern and some Latin .American countries 
clearly shows that the organization of beneficiaries both before 
and after the enactment of reform is a~ indispensable condition for 
its success. 

1 O. It should be recognized that landless recipients of land who 
take up independent farming for the first time may need to be provided 
with their entire short term and long term credit requirements and 
perhaps some consumption credit for three or four i nitial crop seasons • 

• 
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There may also be a need for special training facilities, research 
activities, and field demonstrations in such circumstances. 

11. The abolition of tenancy may not be a feasible policy in 
many countries (regions) where the demand for land by the landless 
and small farmers far exceeds the available supply. In such cases 
regulation of tenancy might be a more efficient policy. Generally, 
fixed cash-rent contracts are superior to crop-sharing contracts 
because they encourage the use of inputs to the optimal level. But 
where crop-sharing cannot be eliminated because it provides risk 
insurance to crop-sharers, it can be made more efficient and equitable 
if it is combined with cost-sharing. Such contracts should be promoted 
with a system of incentives and deterrents. The incentives can 
include the accrual of legal rights in land and the availability of 
credit and other inputs only if preferred types of tenancy contracts 
are implemented. 

12. When the land-labor ratio becomes favorable the conversion 
of tenants into owners of the land they cultivate, preferably against 
very low compensation payments, should be undertaken because, in 
general, owner-operated farming is likely to be more efficient and 
equitable than t .enant farming. 

Bank Policy Recommendations 

1. The Bank should give priority in agricultural lending to those 
member countries that pursue broad based agricultural strategies directed 
toward the promotion of adequate new employment opportunities, with 
special attention to the needs of the poorest groups. The Bank should 
support policies of land reform designed to further these objectives. 

2. The Bank should make it known that it stands ready to finance 
special projects and programs that may be a necessary concomitant of 
larrl reform, so long as the reforms and related programs are consistent 
with the 9bjectives s~ated above. These programs should include credit, 
technical services, and infrastructure projects designed to meet the 
special needs of land reform beneficiaries. 

J. The Bank should cooi:erate with FAO, UNDP, and other organiza-
tions to provide support and assistance to member governments seeking 
help with the specification and design of land reform programs where 
these are in keeping with Bank objectives. This support should include 
financial and technical aid with cadastral surveys, registration of land 
titles, and similar services. 

4. The Bank should continue to explore, through its agricultural 
and rural development project$, ways of providing for a distribution of 
benefits consistent with the goals outlined under (1) above, including 
appropriate tenurial arrangements and projects designed to serve the 
needs of small farmers and settlers. 
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5. The Bank should intensify efforts through sector and country 
economic work to identif'y and draw attention to the need and opportunities 
for land reform with respect to existing tenurial situations and their 
economic effects. 

\ 

6. The Bank should support and encourage research related to 
the economics of land reform in its broadest aspects, including its 
social dimensions. It should continue its support for programs of 
economic and technical research directed toward the special needs 
of the type of small farmer likely to emerge from land reforms. 

7. The Bank should undertake studies of the costs and benefits 
of settlement projects, with particular attention to developing approaches 
which will lower the cost per family settled. 

8. The Bank should support projects where land rights are such 
that a major share of the benefits will accrue to high income groups only 
if increases in output and improvements in the balance of pczyments are 
over-riding considerations; in such cases it should carefully consider 
whether the fiscal arrangements are appropriate to ensure that a 
reasonable share of the benefits accrues to the government. 

9. In circumstances where increased productivity can effectively 
be achieved only subsequent to land re.form, the Bank should not support 
projects which do not include land reform. 

10. Where land is held under some form of tenancy, the Bank should 
foster the adoption of tenancy conditions and share-cropping arrangements 
that are eq·.1i table and conducive to the optimal use of resources. 

11. Where land is communally ,held without regulation of access, 
the Bank should encourage sub-division, if sedentary forms of agriculture 
are possible, or pursue land usage and access arrangements that are 
compatible with long run productivity of the land and the welfare of 
the resident population. 

12. The Bank should pay particular attention to the consequences of 
the interaction of new technology and the prevailing institutional 
structures, as reflected in the pattern of land ownership, in order to 
avoid adjustments which will increase the mal-distribution of income and 
cause economic hardship. 
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I. CHARACTERISTICS OF LAND REFORM 

Man and the Land . 

l.l Man's relationship to the land, and patterns of land-holding and 
land use, are shaped by the interaction of a complex of forces--climatic, 
economic, cultural, religious, and political. In East A.frica, for instance, 
the peysical. conditions in the temperate areas are suited to a sedentary 
agriculture, whereas the more tropical. and arid areas are better suited to 
shifting cultivation or livestock herding. As a result, different systems 
of land management and patterns of holdings have emerged in adjacent zones in 
this part or Af'rica. Si.mil.arly, laws and customs governing inheritance have 
an e.ff ect on the distribution of land. Where land is inherited by the oldest 
heir and not sub-divided, the pattern of holdings is less fragmented than in 
societies where the custom is to divide holdings equally among all heirs. In 
addition, many socio-economic factors affect customs of usufruct, traditions 
of crop sharing, and other arl"anagemen;ts surrounding land use in varying 
situations. 

1.2 The political ideologies of governments also have a bearing on the 
relationship between people and the land. The right of the individual to 
own, sell, and accumulate private property--including land--is one of the 
cornerstones of the market economy. While this right might be constrained 
in the public interest, land can in general be exploited, accumulated, and 
traded by individuals for private gain. Under some other ideologies there is 
no opportunity for individuals to acquire and accUJ'llulate land; the right to 
own land may be vested solely in the state or in semi-public institutions, and 
it is the state which organizes and controls the land according to its own 
criteria. To the extent that the state controls the land, the allocative 
process may serve any number of ideological ends. Some governments have used 
control over land to implement policies of geographical separation of racial 
groups. The People's Republic of China, on the other hand, has changed rights 
to land and the organization of work several times over the past twenty-five 
years as part of a drive to eliminate rural inequality. 

1. 3 · The level of econanic development of a country has a strone influence 
on attitudes toward the land. The more industrialized a country, the smaller 
the proportion of the population in agriculture and the less significant the 
role of land in the economy. Where there is a mobile population with ample 
alternative opportunities, land is often seen merely as one factor of 
production in a highly developed commercial agriculture. However, in less 
developed countries where there is a large rural population, limited 
alternative opportunities, and increasing pressure on the land, access to 
land may provide at least a subsistence income. In these circumstances 
producers see the land as more than a .factor o.f production; it may well 
provide the margin between destitution and subsistence. 

1.4 The established pattern of land ownership is basic to both the social 
organization and institutional structures of rural areas. The social hierarchy 
in most agrarian societies reflects the kind of access that different groups 
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have to land) while individual status within these groups depends on the aJ11ount 
and quality of land commanded. The institutional structures which fonnalize 
the various means of control and the relationship between categories of land 
users, also determine the accessibility of external institutions and services 
to the various groups. 

Context of Land Refonn 

1. 5 The many complex factors that influence the patterns of' land ownership 
and land use in di:fferent regions of the world may be swmnarized as: (i) the 
political system and situation; (ii) the structure of the economy; (iii) the 
social system; (iv) the legal system; (v) the demographic situation; (vi) the 
agricultural system; and (vii) the national resource base. When these inter
acting elements are taken into account, it is possible to delineate six main 
land tenure-land use categories. These are characterized as :follows: 

(a) Feudal Asian Type 

high property concentration 
great social inequality 
great economic inequality 
low land productivity 
low labor productivity 
low level of technology 
mainly operated by sharecroppers 
high labor intensity 
low capital intensity 
production mainly for subsistence 
land very scarce 
institutional structure centralized 

(b) Feudal Latin-American Type 

high property conr.entration 
great social ineqHality 
great economic inE,;quali ty 
low land productiv'ity 
low labor productivity 
low level of technology 
labor provided by squatters, neighboring smallholders, 

and migrant workers 
capital-extensive 
labor-extensive 
operated by owner or manager plus hired labor, serf's, 

or sharecroppers 
production for subsistence and export 
inati tutional structure hi,~hly centralized 
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(c) Traditional Communal 'l'Jpe 

low property concentration - sovereign rights vested in 
conmunity 

decentralized cultivation - usui'ruct rights for members 
of group 

moderate or high socio-economic equality 
low labor productivity 
low land productivity 
low level of technology 
medium labor intensity 
low capital intensity 
production for subsistence 
supporting service structure underdeveloped 

( d) Ma:rket Economy Type 

medium property concentration 
decentralized cultivation 
medium socio-economic inequality 
high land productivity 
high labor productivity 
high level of technology 
capi tal-inten si. ve 
labor-extenai ve 
market production orient~d 
institutions and services dispersed 

(e) Socialist Type 

property right vested in the state or a group 
centralized or decentralized cultivation 
low, medium or high socio-economic equality 
low, medium or high land productivity 
low, medium or high labor productivity 
medium level of technology 
production for market or subsistence 
supporting systems centralized 

(f) Plantation-Ranch Type 

high property concentration; owned by state or foreigners 
great social inequality 
great income inequality 
high le.r:d productivity 
low or medium labor productivity 
medium or high level of technology 
operated by manager plus wage labor 
production mainly for export 
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1.6 In a traditional context, extremes in the pattern of land control 
are exemplified, on the one hand, by the feudalistic landlord and tenant 
system .found in some Asian and Latin American countries and, on the other, by 
the communal land ownership pattern o.f certain tribal groups in A.frica. In 
the landlord-tenant system, land ownership is vested in an elite minority with 
the majority having access through tenancy arrangements of various kinds. The 
ownership of property is generally big~ concentrated, more so than the pattern 
of land holdings. However, since holdings (the only category for which we have 
data) involve leasehold units for which rent is paid on a share basis, the 
distribution of income is also highly skewed. (See Annex I, Tables 6 and 8.) 
In the communal system, by contrast, land is common property and access to it 
relatively unrestricted. Whereas in the .feudalistic system the distribution 
of land ownership and benefits are highly skewed and class differentiation is 
marked, the communal system has relatively egalitarian land access and class 
differentiation is less marked. 

1.7 Both systems are relatively stable under favorable conditions, but 
have difficulties as the man-land ratio declines through population growth, 
unless there are oft-setting changes in technology. In the landlord-tenant 
system land pressures are reflected in a growing ann:y of landless people and 
widening income differentials. (See Annex I, Table 11.) The communal system 
manifests the same pressures by compressed fallow periods and declining soil 
fertility, overgrazing and increased erosion, accompanied by extensive poverty 
and vulnerability to seasonal e.ffects. 

1. 8 The two systems differ in ability to respond to changing external 
conditions and especially to new technology. The landlord elite, by virtue 
of its privileged position and power, can, and often does, become educated 
and innovate both through experimentation and the adoption of external i deas. 
(In doing so, however, its primary concern may be to promote its own narrow 
interests in terms of wealth and power, for instance, by displacing tenants 
through mechanization. ) The communal system generally lacks such an 
institutional mechanism and tends to be both static in fts technology and 
relatively insular, but such communities seldom manage to remain completely 
isolated from external influences. 

1.9 In a modern context, the extremes in patterns of land control are 
seen respectively in the private ownership of land, which is a fundamental 
aspect of the market economy and common in most Western countries, and the 
state or collective ownership characteristic of socialist countries. Under 
private ownership, land is held by individuals and, while usually :-:,ubject to 
special restricti ons, can be bought or sold like any other commodity. Such 
holdings are typically operated as family uI.1its with little hired labor. 
However, a range of sub-types exists within this category which reflects a 
gradation in size from the predominantly subsistence smallholdings of many 
of the LDC's to the broad acres of North America and Australia. Although 
similar in legal and institutional respects these differ significantly in 
technology and input mix as well as degree of market orientation. In the 
socialist system, on the other hand, there is little or no provision made for 
inclividuals to acquire or accumulate land, this right being vested in the 
st&te, with control determined in accordance with the objectives of the state. 
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However, some variations remain within many socialist systems, often providing 
for the existence of private smallholdings in parallel with larger social units. 
A special type found in a modern context is one which includes the plantations 
and large ranches which often operate in the LDC's as well as in some developeJ 
countries. These form in some respects a special category of the market 
economy type, but the tendency toward a corporate legal structure and dependence 
on hired labor differentiate them from privately owned family fanns. 

1.10 While private ownership has generally been compatible with techno-
logical progress and the economic adjustment of agriculture, it has often 
created inequities as people have been compelled to move from rural pursuits 
or have been squeezed into land scarce rural enclaves. Generally, private 
control has been most satisfactory where population pressure could be offset 
by colonizing virgin land or moving people out of the rural sector. It has 
been most unsatisfactory where ownership patterns have become skewed because of 
the growth of large farms, combined with limited opportunities for people to 
move out of agriculture, and the subsequent emergence of economic dualism. 
State or communal control has led to fewer interpersonal inequities though in 
most cases not without some broader economic inefficiencies. 

1.11 Land reform becomes an equity issue in the context of both the 
traditional landlord-tenant relationship and the modern skewed ownership 
pattern. In both of these contexts it is often a highly political concern 
especially in the traditional feudalistic and communal systems. There are 
many situations where the prevailing tenure conditions are the major impediment 
to development. For example, a high level of fragmentation can make canal 
irrigation virtually impossible and seriously impede mechanized operations even 
when on a very small scale. In other cases the cqntractual share arrangement 
is such that neither landlord nor tenant are able to introduce new technology 
because, on the one hand, the landlord cannot capture a profitable share of the 
return on his investment, and on the other, the tenant cannot find the capital 
for investment or lacks the security of tenure that would guarantee a return 
from it. Further, there are some situations where the social environment is 
characterized by inequity and oppression to the extent that there exists no 
human motivation toward improved productivity or the resolution of any problem 
within the existing structures. In such circumstances land reform may become 
a prerequisite of developnent. But, whether primarily an equity or a 
production concern, it is clee.r that land reform wlll involve different changes 
in different type situations. 

Dimensions of Land Reform 

1.12 Land reform is thus concerned with interrelated productivity and 
equity a:Jpects of land use. It is frequently pursued as a goal in itself, 
but in a developnent context is usually seen as a concomitant of agrarian 
reform or of rural development programs. Land reform differs from political, 
administrative, fiscal, or monetary reforms in that it normally relates to one 
sector and involves changes in control of a tangible asset which is both fixed 
in supply and provides the basic factor on which most of the people in the LDC's 
are dependent for their livelihood. 

• 
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1.13 Land reform can involve varying degrees of change including some or 
all of the following: 

(a) Redistribution of public or private land so as to change the 
patterns of land dis,tribution and size of holdings. Usually 
this involves an increase in the number of small or medium-sized 
farms and a reduction in the number of large holdings. 
Alternatively all land can be nationalized and regrouped into 
state-owned holdings, all of which might be large. 

(b) Consolidation of individual holdings, thereby reorganizing the 
physical pattern of control. Fragmented holdings can be 
regrouped into contiguous blocks of land. This can be done 
with or without changing the distribution of land ownership in 
terms of acreage or value belonging to each individual. 

(c) Changes in land ownership and tenurial rights, with or without 
physical redistribution of land. Redistributed land can be 
allocated to new owners or to fanners working on the land. 
Alternatively, there need be no redistribution of land but 
tenants or workers can be made owners of the land they work. 
In this case, there is generally a redistribution of income 
awa:y from the fo:nner owners of the land to the new owners. 
The new owners may farm cooperatively or as individuals. 

(d) Changes in conditions of tenure without changing ownership or 
redistributing land. The rights of those working on the land 
can be safeguarded by law without a change in ownership. Changes 
in conditions of tenure would include providing security of 
tenure, introducing equitable crop sharing arrangements, coop
erative land management>, and so forth. These changes would aJ so 
include the conversion from customary to legal rights to land. 

1.14 Structural Change. In the main, land reform is seen as a means of 
bringing about structural changes in the agricultural sector thereby altering 
the a.ze distribution of holding:, or the distribution of income. By definition , 
therefore, pilot projects cannot be considered to be land reform for they 
operate within an existing struc~ural framework, even though they might be 
use.fui in identifying problems of management or the economics of various 
"models", or arrangements that might be part of a subsequent reform. Similarly, 
land settlement on the frontier does not 11sually constitute land reform, 
although land settlement might be a means of bringing unused land into 
production. Land settlement, by itself, may or may not have a.r\ impact on 
the structure of land holdings in a country, depending on the manner in whi.ch 
the settlers are selected and the size distribution of the new holdings. '!'he 
kind of structural change involved depends on the prevailing tenhre type and 
the proposed alternative. As reflected in the country experiences summarized 
in Annex II, most changes involve a shift from traditional to modern types. 
Thus JapEm, Taiwan, and Korea moved from a "feudal Asian" to a ''market modern
smallholding" type; India and Iran moved from a "Feudal Asian" toward a 
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''market modern", with sane tradit.:1.onal. .farms retained and some "plantation
ranch" t:pe variations in certain areas. Morocco and Kenya redistributed 
the large-scale alien owned "market economy" type holdings o:f their colonial 
eras, some going to small holdings of the "market econoncy-11 type and some to 
"plantation-ranch" type units. Mexico and Peru moved from a ".feudal Latin 
American" type to a "market modern-m:1:Jted large and small holding" type, and 
a mixed "market modern" and "socialist" type structure, respectively. These 
tenure system changes were in all cases accompanied by changes in related 
organizations and services. 

1.15 Fiscal Measures. Land taxes and pre-emptive taxes on income earned 
from land are often cited as instruments that will obtain the same ends as 
land refon:n. An effective land tax may have an :i.Jnpact on land use but its 
main purpose is usu.ally to encourage more intensive production by making it 
costly to either leave productive land idle or use it below its productive 
capacity. (h the other hand, such taxes mq provide a disincentive to invest
ment lli.th the potential. of increasing productivity or bringing new land into 
production. In any event, the use of a fiscal instrument such as a land tax 
will not lead to structural changes in agriculture-- at least not in the short 
run. A more likely fiscal instrument to encourage structural change is a 
graduated estate tax which would force estates to diapose of land to meet their 
financial obligations. But this is likely to bring about structural change 
only over a long period of time. While land taxes and estate taxes are often 
considered significant elements in fiscal policy intended to redistribute 
income, they cannot ensure the same degree of structural reform as can land 
refo:nn and have, in general, been quite ineffective. In situations where 
fiscal measures--whether of a redistributive kind or a type which provides a 
return to the state on its investment--are found to be ineffective, land 
refo:nn may be the only alternative option if economic development is to be 
pursued. 

1.16 Agrarian Refonn. .lgrariw. refonn is a much m.ore comprehensive concept 
than land refonn, since it involves modification of a wide range of conditions 
that affect the agricultural. sector. These modifications might include changing 
price policies so as to turn the tenns of trade in favor of the agricultural 
sector; increasing allocations to the agricultural sector in order to expand 
research, extension, training, and storage facilities; making physical supplies 
such as fertilizers available and increasing credit for their purchase, or 
providing infrastructure to facilitate agricultural production. .Agrarian 
refonn :-may or may not include land refonn; in some instances there may be no 
need for land reform since land is already evenly distributed. In other 
cases, it may not be politically feasible ~o have land refonn--though it might 
be both politically and economically feasible to raise output through the 
measures involved in agrarian reform. Thei point is that land refonn may be 
a necessary conditions for agrarian reform, but it is seldom. a sufficient 
condition for increasing agricultural output, given that land is pnly one 
factor of production. 

1.17 Rural Developnent. Broader still is the concept of rural developme~t, 
since it embraces all dimensions of the rural sector (agricultural and non
agricultural_)_ and is more concerned with the welfare of rural people than with 
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agricultural output or productivity as an end in ·itself. Since it has 
significant equity implications ]and reform may be neces~ary concomitant of 
successf'ul rural development, depending on the prevailing pattern of land 
control. Where the ownership of land directly affects the nature of local 
institutions and the participation in them of the majority of rural people, 
land reform may be essential. However, in terms of implementation it may be 
that in some situations the preparation of local institutions and smallholder 
services may be a prerequisite of land reform rather than vice versa. Where 
the existing service systems and administrative structure is geared to 
working with large scale fa.nners, land reform without concurrent rural develop
ment activity might cause hardship and economic losses which would outstrip 
the equity g:i.ins associated with the larrl redistribution. Tenancy reform, 
on the other hand, insofar as it stabilizes the existing relationship between 
landowners and renters may be a useful precursor of rural development programs. 

\ 

1.18 Political Dimensions. Substantial reform of the structure of 
holdings and the distribution of income from the land cannot be achieved 
without political action. For instance, where semi-feudal conditions prevail, 
patterns of land rights and tenurial conditions have been established by 
tradition, and these cannot be changed through market operations as there is 
virtually no organized market for land. Elsewhere large land holders have 
accumulated capital and expanded land holdihgs acquired through the market; 
in most market-oriented economies with a skewed distributjon of land, the 
tendency is for the skewed distribution to worsen. Whatever the prevailing 
situation, it can seldom be changed without actions that emanate from outside 
the J.TB.rket. Since these actions are based on policies deliberately intended 
to alter the distribution of land and change tenure, the implementation of 
these policies depends on the political will of the policy makers and the 
ability of the administrators to execute this will. 

1.19 The concentration of control over land provides the base for powerful 
elements in many non-industrialized societies. Where groups derive authority 
from their land, a meaningful land refonn program will inevitably destroy or 
limit the power base of these groups. Land reform can change the political 
balance and the power structure in a country. Reforms have stripped large 
landholders, whether they were military, religious or private, of their power. 
It is not surprising, then, that land reform is often a central issue in 
political debates and that these debates are often coached in tenns of 
redistributing political power as well as wealth. The political implications 
of land refonn must be taken into account; ambitious programs of land refonn 
will seldom be implemented unless shifts are made in political sentiment and 
power. Many countries have legislated for land refonn but relatively few 
have achieved them--and these only with a change in government. 

1.20 Frequently the implementation of massive reform legislation has 
depended on the effective organization of the beneficiaries. In Japan, Taiwan, 
and Venezuela--to name three countries--suitable organizations were established 
to ensure that land was indeed transferred. In other count ries, such as Indi a 
and Pakistan, the official bureaucracy was the only implementation agency 
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contemplated by the refonners. Because of the community of interest between 
the bureaucrats and the landowners, and the absence of organized pressure from 
the beneficiaries, the massive legislation has produced no sienificant refon~. 
Experience in much of Asia and Latin America suggests that effective popular 
participation of rural people may be a cri t :Lcal condition of successf'ul land 
reform. 

1.21 Implications for Social Justice. The imbalance between the 
distribution of control over the land and the numbers dependent on it has 
historically led to increasing pressures for change. While the focus on 
land reform is related to economic development, the concept of an ove+riding 
social function of land justii'ying the imposition of limitations on private 
rights, appears to be gaining the support of many groups, including the 
Catholic Church. Fo:nnerly one of the largest landholders in the world, the 
Church in Europe as well as in Latin America has increasingly put its wei~ht 
behind this new concept, both in precept and practice. The Church's new 
philosophy regarding the relationship between man and the land declared that 
"private property does not constitute for anyone an absolute and unconditional 
right". And the immediate extension of this postulate to the world's agrarian 
problem is that, "if certain landed estates impede the general prosperity 
because they are extensive, unused, or poorly used, or because they brine 
hardship to peoples or are detrimental to the interests of the country, the 
common good sometimes demands their expropriation". 

1.22 A further facet of land reform that warrants consideration in this 
respect is the potential of a new societal structure following a reform. 
Mexico, and more recently Egypt and Bolivia, had semi-feudal societies similar 
to many which still prevail in other parts of the world. In these societies, 
large numbers of t enants and l aborers were tied to the land and were held in 
f o:nns of human bondage ; this arose from custom, tradition, or sheer 
indebtedness to landlords. The refonns that have t aken place i n these 
countries have changed this. The reform in Mexico broke a system that 
denied many people any range of choice in the pursuit of a livelihood. If 
the experience of Mexico--which has had the longest period of reform--is arry 
indication of the long run outlook, the refonns have led to an increase in 
social mobility. 

1.23 In summary, from this brief 'overview of its characteristics, it i s 
apparent that land reform is a complex subject. The issues involved are 
diffuse and the reform measures appropriate vary according t o the si tu.ation. 
It is also evident that land reform is in practice predominantly an equity 
concern and therefore one that is often 11ie}1ly political. Nevert heless, it 
has, too, significant implications for economic development, and these in turn 
are relevant concenrn in the formulation of Bank Group policy. 
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II. LAND REFORM .AND ECONOMIC DEVELOPMENT 

2.1 Economic development has three basic objectives: rapid economic 
growth, full employment and distribut ive justice. Some policies and 
related investments, such as those affecting power plants or large-
scale industry, are primarily growth oriented; others, for example, 
those for rural works, are employment oriented; still others, such as 
those related to land reform, are essentially equity oriented. Each 
set of policies and investments aimed toward one objective has import
ant repercussions with regard to the other two objectives, and these must 
be taken into account when weighing the potential impact of particular 
policies on economic development. For this reason, it is important to 
determine to what extent land reform might be costly in terms of growth 
and employment. 

2.2 There are manifold problems in assaying the costs and benefits 
of land reform. These include the definition of an acceptable time frame 
for measuring the effects of the related structural change in the agri
cultural sector. The available evidence suggests that a well-des:_gned 
land reform program need not entail unacceptable costs in terms of' other 
objectives; its contribution to output and employment -- as well as to 
equity -- depends on the speed and effectiveness of the reform and com
plementary investments. However, the effects of land reform can best be 
examined by focusing on particular measures, such as the effects of 
farm size on productivity, equity and employment as well as on savings and 
market surplus. These measures are interrelated but, for analytical con
venience, are here treated separately. 

Implications for Productivity 

2~3. The effects of land reform on productivity might best be 
isolated by comparing productivity in a given area before and after 
reform. Unfortunately, that is not possible as there is 
no situation where change has occurred in only one variable -- size of 
farm -- over time. The nearest alternative is the comparison over a 
defined period of the productivity of groups of different sized farms 
in a given area. The ideal measure for comparison would take into account 
the contributions of all factors of production and so measure total factor 
productivity. Since data are not available to derive this me asure, changes 
in yields per hectare are considered to be the most appropriate proxy. 

2.4 There have been several multi-country, comparative analyses of 
the effect of differences in distribution of size of holdings on yields. 
One 13 country study undertaken by the FAO analyzed the relationship among 
size of holding concentration of land, and productivity. A similar study 
of 41 countries was undertaken by -,·,he Bank Group. (See Table 2.1.) Bo t h 
studies indicated that smaller average size of holding and a lower concen
tration of land ownership were associated with an increase in output per 
hectare. 

- 10 -
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2.5 Similar findings can be cited from cross section studies in 
a number of individual countries. In Ceylon, for example, in 1966-67, 
the yield of paddy averaged 36 to 37 bushels per acre on fanns of up to 
one acre and 33 to 34 bushels on larger holdings. In Central Thailand, 
yields were reported to decline from 306 kilograms per rai, on holdings 
of two to six acres, to 194 kilograms per rai, on holdings of 140 acres 
or more. Small farms in the Philippines -- that is, less than two 
hectares -- produced 2.9 tons of paddy per hectare, while farms of more 
than four hectares produced 2.2 tons per hectare. In a systematic ana
lysis of the differences between large "multi-family" farms and small 
11 sub-family11 farms in Argentina, Brazil, Chile, Colombia, Ecuador and 
Guatemala, output per hectare was found to be three to 14 times greater, 
on the average, on the small farms than on the large. (See Table 2 . 2 .) 

2.6 There is other evidence to support these findings, including 
the results of Bank-sponsored analysis in Mexico, as well as studies on 
Japan and Taiwan. However, there is no claim that all conditions were 
identical; the studies simply indicate that yields were higher on small 
farms than on large farms. 

2.7 The important implication is that reductions in neither the 
size of holdings nor land concentration need be associated with a re
duction in output per hectare. On the contrary, it appears that under 
controlled circumstances output per hectare is likely to be higher. 
There are two associated reasons for this assumption. First, there are 
limited economies of scale in most agricultural production. Second, 
small-scale producers tend to maximize output by applying labor inten
sively, while large-scale operators tend to maximize profits by using 
hired labor only until incremental production covers incremental costs. 
This is usually short of the ot•,tput per hectare that would be produced 
if the goal were maximization of output. 

2.8 In broad terms, land reform can be consonant with development 
from a point of view concerned purely with productivity, with output per 
hectare as the relevant criterion. Output per worker, however, is lL~ely 
to decrease for the simple reason that, as pointed out below, smaller 
farms would employ more labor per hectare. In other words, the larger 
income would be shared by an even larger number of families. This 
decline in labor productivity only reflects the employment and equity 
benefits of land reform: the same land, would supply more people and the 
income generated would be more widely shared. 

Land Reform and Employment 

2.9 There is also evidence that there is greater labor absorption 
per hectare on smaller holdings than on larger holdings. The cross 
sectional analysis of the 13 countries previously mentioned showed that 
manpower per hectare of agricultural land was significantly correlated 
with the size of the holding -- the smaller the holding, the greater 
the input of manpower. This cross section evidence of the higher pro
ductivity of small farms indicates their long-run equilibrium potentialo 

• 
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But the realization of this potential is contingent on 4on-land being inputs 
increased as soon as farm size is decreased. ' 

2. 10 There have also been a limited number of studies in Asia and 
Latin America that confirm these findings. In the Ferozepur District in 
Punjab (India), for example, in 1968, labor absorption varied between 
33 and 39 man-days per acre on holdings of less than 30 acres. On 
larger holdings it ranged between 20 and ··23 per acre. In Colombia, man
years per hectare declined continuously from 2.7 on small holdings (less 
than 0.5 hectare) to 0.17 on large farms (500 to 1000 hectares) in 1960. 
In other Latin American countries also (Argentina, Brazil, Chile and 
Guatemala), the number of workers per hectare of agricultural land on 
the smallest farms (sub-family units) has been estimated to be 30 to 60 
times greater than on the largest (multi-family) farms. 

2.11 More intensive labor use is, of course, the main reason why 
small farms are able to produce more per unit of land than the larger 
farms. But inputs other than labor are also likely to be applied more 
intensively on small farms, unless access to these inputs is blocked by 
institutional arrangements. Unfortunately, the relationship between these 
other inputs and farm size cannot be studied in many developing countries 
for want of data. It is interesting to note, however, that in the cross 
section of developed countries, in 1961, fertilizer consumption and gross 
fixed capjtal formation per unit of land were relatively higher in 
countries with a smaller average holding. 

2.12 In developing countries, too, small farms undoubtedly need much 
more non-labor input in order to raise productivity. The mere redistri
bution of land and augmentation of employment may not suffice to raise 
output substantially. Therefore, the organization of an effective exten
sion-cum-input supply system for small farmers must accompany land reform. 
Where there is such a system --as in Japan, Taiwan and Korea--the absorp
tive capacity of agriculture tends to be high even though holdings are 
small; at the same time output per hectare is high. Small holding~; can 
yield high returns to labor provided output per hectare is high; a condi t ion 
that can only be fulfilled by the application of high-yielding, labor 
intensive technologies. 

Land Reform and Equity 

2.13 The more radical the land reform and the more important the 
share of agricultural land in total tangible wealth, the larger will be 
the equity effect of the reform program. In the rural areas, agricul
tural land accounts for such a large proportion of total wealth that it 
is usually the single most significant determinant of the distribution 
of both income and power. Evidence of this can be seen in many Latin 
American and Middle Eastern countries where the large landowners often 
dominate both commerce and government. Here land reform could have a 
major equity impact. However, where much of the wealth exists in the 
form of financial assets, real estate and other investments apart from 
farm land, and commodity stocks in the hands of traders, the redistri
bution of farm land alone may not improve the distribution of total 
wealth substantially. Landowners may easily change the composition of 
their assets on the eve of land reform if agricultural land alone is the 
target of redistributive zeal. 
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2.14 If the rural and urban areas are considered together, the 
limitations of redistributing farm land alone appear even more serious. 
The distribution of real estate, financial assets, and commodity stocks 
in the urban areas is even more skewed than the distribution of farm land 
in the rural areas. If, therefore, urban property reform or a highly 
progressive taxation program on urban wealth does not accompany land 
reform in countries with a substantial and prosperous industrial-commercial 
urban sector, land reform alone is not sufficient. Alone, it may not only 
not decrease but may even increase the inequity of the distribution of 
total wealth in the country as a whole -- in particular, the inequity 
between the town and the village -- since it will freeze the ma.xi.mum 
permissible ownership of the main rural asset, without freezing the 
maxi.mum permissible ownership of urban assets. 

2.15 Even with this broader focus, the equity effect of land reform 
will be significant only if: (i) the effective ceiling is low; (ii) the 
beneficiaries belong to the poorer groups; (iii) the extension and (non
land) input distribution system favors the beneficiaries; and (iv) owned 
and self-operated land as well as leased land is redistributed. 

2.16 Opportunities for the redistribution of land depend to a great 
extent on the existing pattern of distribution of holdings and population 
density. As will be shown further on, there are some countries, notably 
in the Americas, where land distribution is skewed and population is not 
dense. Here are ample opportunities for redistributing land so that 
inequalities can be diminished and the recipients of the land can generate 
an acceptable mini.mum income. In other areas, however, the pressure of 
population is such that there is not enough land to meet the mini.mum require
ments of all claimants. The der'.si ty of the farm sector is so high in some 
countries in Asia that, even if holdings above a certain size were com
pletely eliminated, there would not be enough land to either raise the 
acreage of the mini-farms to a tolerable mini.mum or provide for the 
landless. 

2.17 In India, even if the maxi.mum holding was 20 acres, the avail-
able land (43 million acres) would be barely sufficient to bring up the 
size of mini-holdings to a min~um of five acres, and no land would be 
available for the landless (20-25 million households). In Bangladesh, a 
low 10 acre ceiling would not suffice even to bring up all mini-holdings 
to a mini.mum two acre size. The millions of landless families could not 
be provided for at the same ti.me. In Ceylon, too, even with a low ratio 
between the ceiling and the floor holding (5 to 1 ), there would be enough 
land only to give two acres to each mini~farmer. In Haiti, orL_y 1 .5 
hectares is available for the average rural family of five. The solution 
to rural poverty clearly cannot be found exclusively in the ag:t1iculture 
sector. In these situations it might be wise to give land only to the 
mini-farmers and to attack the poverty problem of the landless by means 
of a massive rural works program. (Settlement of the landless on new 
land, where available, and their migratior. to urban areas, when possible, 
are the other obvious alternatives.) 
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Effects on Marketed Surplus and Savings 

2.18 The redistribution of land can have a pronounced impact on 
both availability of a marketable surplus and aggregate savings in the1 
agricultural sector • .Although the total effect of the redistribution 
process will depend to a large extent on the costs of increased output 
after the redistribution, the change in the size distribution of holdings 
will shift tne distribution of the source of marketable surplus and 
savings. Af3 the marketed surplus generates agricultural incomes and so 
potential cash savings, it determines the size of the rural market for 
domestically produced industrial products. The marketed surplus also 
represents the supply of agricultural products, mostly food, for the 
urban population. A fall in surplus could thus necessitate imports and 
put an added strain on the balance of payments. But increasing the 
marketed surplus need not necessarily increase savings, and where it does 
these need not be monetized but rather may talce the form of increased 
on-farm investment in items such as improved housing, wells, and 
access roads • 

Marketed Surplus 

2.19 A reduction in land concentration through land reform could 
lead to a fall in the marketed surplus -- at least in the short run. 
Small farm households tend to consume a larger proportion of their small 
output than do households which have a large enough acreage to produce 
in excess of domestic requirements. Thus, the ratio of marketed surplus 
to production falls as farm size decreases. Data from India show, for 
example, that small farms (2.5 acres or less) sell only 24.5 percent of 
their output whereas large farms (50 acres or more) sell 65.4 percent. 
But these farm groups produce only 9.5 percent each of the national output. 
If output remained the sane but, hypothetically, farms above a certain size 
were eliminated and their land transferred to the small class, the surplus
output ratio would probably decline. The rate of decline, however, might 
not be very great given that the largest and the smallest farm size groups 
account for only small proportions of total output. 

2.20 But the surplus-output ratios of different farm-size groups, 
and their shares of total output and sales, can differ widely across 
countries and regions. Sixty-one percent of the maize farmers in Puebla, 
Mexico, for example, sells no maize at all; and another 16 percent sells 
25 percent or less of its outpu·~. In Chile, on the other hand, a typical 
crop sharer sells as much as 43 percent of his output. In Mexico, 6.6 
percent of the marketed surplus· comes from 70.7 percent of the farmers; 
and 55.4 percent comes from only 1 .7 percent. In India, 48 percent of 
the farms (less than~ acres) contribute only 6 percent of sales, 1 per
cent (more than 50 acres) contribute 16 percent and 51 percent (with 
2.5 - 50 acres) contribute the bulk (78 percent) of the total surplus. 

2.21 These differences would determine how much the surplus ratio 
would fall after land reform; but there can be no doubt that it would 
fall, with subsequent deleterious effects on the economy. However, this 
decline in the market surplus ratio need not result in a decl i ne in total 
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surplus, provided that there is a compensatory increase in total output. 
Since per acre yields on small fanns can be higher than on large farms, 
a sufficient increase in output can materialize if, after reform, the 
necessary conditions are fulfilled whereby small farms can realize 
their full production potential. In addition, from the welfare point of 
view, a decline in the market surplus ratio has a direct distributive 
dimension which should be offset against t~e decline. As the surplus
output ratio falls, the subsistence consumption of small farmers 
increases -- the extra consumption in kind representing a direct increase 
in their incomes (nutrition). Insofar as the productivity of small 
fanners was previously constrained by inadequate nutrition, there should 
also be a positive productivity effect. 

Savings 

2.22 In considering the productivity effect of land reform, it is 
ne~essary to examine the implications of a change in farm size structure 
on ·the aggregate savings rate of the farm sector as a whole, since the 
savings rate represents the contribution of the sector to the long run 
growth of both its own productive capacity and that of the rest of the 
economy. Although there is scant evidence on savings rates of different 
classes of farm households in developing countries, it can be expected 
that the behavior of the savings rate will be similar to that of the 
marketed surplus. At the lowest end of the farm size scale, the subsist
ence farmers can be expected to be net 11dissavers 11 (for instance, by 
running down the existing soil fertility). As farm size increases, the 
savings rate can be anticipated to become positive and increase along 
with fa.rm size (though large farmers can be "dissavers" too, by UBing 
capital for consumption). A recent study in the State of Hariana, India, 
tended to confirm this: the savings ratio was found to be -0.24 percent 
for small farmers, 8.5 percent for medium farmers, and 16.3 percent for 
large farmers. In a further study in Orissa, India, there was no direct 
measure of the savings made; but the ratio of net capital formation as a 
proportion of income was found to be 5.5 percent in the smallest farm 
size group (0-2 acres) and 19.3 percent on larger farms (8 acres and above). 
For unirrigated villages, the corresponding figures were lower -- 2.6 percent 
on the smallest farms, and 11 .2 percent on the larger farms. 

2.23 It follows that a reduction in concentration of land will reduce 
the average savings rate of the farm sector. But, again, if a compensa
tory increase in total income can be secured by intensifying inputs per 
unit of land .soon after land reform, the aggregate savings can be pre
vented from falling. This adds to the urgency of introducing effective 
agrarian reform (including improved technology and services) along with 
land reform. ' 

2.24 A policy implication, from the above, is that the farm size 
structure created by any land reform program should fix a minimum 
as well as a maximum fa.rm size. The minimum farm size clearly should be 
determined on the basis of the current national norm of minimum family 
income. But one of the criteria for determining the minimum income 
itself should be that it at least enable the smallholder to cease to be 

• 
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a 11dissaver. 11 An analogous criterion can also be derived from the 
known behavior of marketed surplus: the smallholder should ha,ve at least 
enough land for positive sales. 

Tenancy Reform 

2.25 The most successful land reforms include those whereby tenants 
become owners of the land they operate, as in Japan, Taiwan, and some 
parts of Europe. Ownership control and income from the land is thus 
redistributed. However, if landlords are allowed to retain land that 
might be self-operated, and tenants become owners of the land that they 
operate, then the size distribution of operational holdings may not 
change. With the conversion of tenants into owners, there is greater 
security of tenure and larger incomes for the farmers. This, in turn, 
encourages increased. savings and so on-farm investment and higher output. 

2.26 The conversion of tenants into owner-operators generally 
leads to a more efficient and more equitable form of production organization 
than tenancy. This is evidenced not only from the reforms in Japan and 
Taiwan, but also from experience in parts of Africa where "customary" 
tradition is converted into freehold. In Kenya, the provision of security 
of tenure, especially in the temperate production areas, has increased. 
on-farm investment and helped raise output. 

2.27 There may be situations where tenancy reform aims at stabilizing 
the position of tenants with respect to rent paid, security of tenure, and 
labor objectives, without transferring ownership rights to them. Here the 
problem is to promote more efficient types of tenancy, with contracts 
having well-defined incentives and deterrents. Expert consensus is that 
fixed cash-rent contracts are superior to the more common crop-share contract, 
for the whole income in excess of the fixed rent accrues to the actual cul
tivator. Crop sharers, though, often have a preference for crop sharing 
because it provides risk insurance. Crop sharing, however, can be made 
more efficient and equitable if it is considered with cost sharing. There 
is growing evidence from the Philippines, for example, that since the 
onset of the spread of the seed-fertilizer technology, landlords and crop 
sharers spontaneously have begun trying to combine cost sharing with crop 
sharing because the combination is Frofitable to both. 

2.28 Tenurial reforms, whether through the distribution of the land 
to those working it or the provision of greater security of tenure and 
improved rental contracts, have an effect on development. They improve 
income distribution by shifting income away from the landlords to small
scale producers, often those among the lowt~st income groups. The more 
secure producers tend to invest part of thc!ir higher earnings in their 
holdings -- thus raising the level of investment in agricultural production-
whereas absentee landlords frequently invest in off-farm activities. 
Finally, greater security enables tenants to benefit from appropriate 
technological changes instead of being displaced. when landlords find it 
to their advantage to adopt a different technology. The financial returns 
to the landlord may be high from using machines and hired labor, but the 
returns to the economy are usually higher from labor-intensive operations 
unierta.ken by smallholders. 
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Implementation Issues 

2.29 If reforms are to generate the anticipated benefits, several 
important considerations must be taken into account. First, since 
agriculture is a private sector activity in most countries of the world, 
production and investment decisions are made by millions of individuals 
operating in their own interests. Very often the greater part of national 
output comes from medium-sized farmers. These farmers, as with all inves
tors, weigh the risks as they perceive them before making on-farm invest
ments -- the major component of total investment in agriculture. 
Sustained uncertainty about a government I s intentions with regard to the 
distribution of land adds to the risk of investment and can have a nega
tive impact on capital formation and production. In some instances, 
continued uncertainty has led to disinvestment in agriculture by owner
operators and capital flight from the country. It follows that the 
more specific the plans and the more clearly defined the policies 
regarding land reform, the less likely t~e acceleration of disinvest
ment by land owners and, so, the lower tr.~ 11cost" of the reform. 

2.30 Second, the introduction of a major land reform program usually 
disrupts the system of logistical support from the commercial sector to 
the farmers. In most countries in the world, there is a well-established 
link between commercial bankers and suppliers in the private sector and 
the larger agricultural producers. This linkage is based on mutual 
interests and, often, on long-standing business association. The redis
tribution of land frequently leads to a breakdown of this system. There 
is often a long hiatus before the public sector can undertake the role 
previously filled by the private sector or the private sector adjusts to 
its new situation. Without an appropriate organization for the provision 
of inputs there will be a decline in productivity and a fall in output. 
Thus, the reduction of the costs of a land reform program -- in terms of 
production foregone -- depends on the rapid reorganization of the input supply 
system. 

2.31 Third, the nature of the organizations providing for both the 
supply of necessary inputs ani the marketing of production surpluses is 
crucial in a post-reform period. There are many different forms of orga
nization: cooperatives, agricultural development banks, special credit 
institutions, marketing authorities, and the like. Whatever the orga
nizations that prevail, it is essential that they be designed specifically 
to assist the beneficiaries of a reform. In many instances, the institu
tions that have provided services in a post-reform period have continued 
with a bias in favor of larger size operations. Part of the reason for 
this is that these institutions have not been able to adapt their nethods 
of operation to the needs of large numbers of small farmers. Unless this 
is done, the beneficiaries of the reform may not be in a position to 
increase their outputs. Indeed the appropriate organization of supplies 
and the evolution of a low-cost delivery system to reach small-scale 
producers is a sine qu.a non for sustained increased productivity. 

2.32 Fourth, there are situations where land reform programs might 
need adaptation if they are to fulfill the objectives of development. 

.. 
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When land is fully utilized and yields are already high, there may be 
some question as to the impact of redistribution of land on productivity 
and employment. In this context, it is important to determine the 
reasons for high yields. In much of agriculture, most of the inputs are 
"divisible," thus reducing the importance of scale of operations as a 
factor in raising productivity. There are some situations where high 
yields and efficient operations may be directly associated with a 
system organized to function on a large scale (as in certain types of 
sugar plantations). The breaking up of such holdings may well reduce 
yields and lower output. A more realistic approach to obtaining wide
spread benefits would be to leave such operations intact and redistri
bute the profits from the enterprise. This can be done through taxation, 
by raising the wages of the workers, or -- as in Peru -- converting the 
operation into a worker-owned corporation and distributing dividends, out 
of profits, to the participating stockholders. 

2.33 Finally, land refom leads to structural changes within the 
agricultural sector. The post-reform structure will depend on the ideology 
of the government. In some instances, there will be an increase in the 
number of small-scale owner operations; in others, producers cooperatives, 
or communes, or large-scale state f~rms will emerge. The pattern that 
evolves may also be tailored to fit the economic environment: the 
organization might be based on a system which can use surplus labor for 
direct capital formulation; other organizations (such as large-scale state 
farms) might be intended to sava labor. Experience has indicated, however, 
that': 

(a) Government regoranization can generate enthusiasm and 
provide opportunities for mobilizing laborer~ but raising 
output depends · on more than land and labor. There must 
be an appropriate supply of other inputs. 

(b) No matter what the structure, an appropriate system of 
management is necessary which enables the managers of land 
to make decisions in a timely fashion -- a most important 
condition in agriculture and one that is dependent on 
weather. This is a condition, however, that is often 
unfulfilled in rigidly controlled societies. 

(c) There must be an adequate system of incentives and rewards 
if there is to be an increase in productivity in agricul
ture. This applies both to the agricultural sector as a 
whole and to the units in which beneficiaries of reforms 
are organized. Many communes, producer cooperatives, and 
other units of production have floundered over the develop
ing of a system that contains both equity and incentives. 
The creation of adequate incentives is particularly 
important in a situation where labor is the major input. 
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2.34 Land reforms, although equity oriented, can be consistent 
with all the goals of economic development: raising productivity, 
increasing employment, and providing wider equity. In the long run, 
land refonn need not lead to a reduction in marketed output or savings. 
Tenancy refonns can redistribute incomes and, through providing security 
of tenure, can encourage increased on-farm investment. However, sus
tained increases in output depend on complementary investments and 
policies. The most important of these concern the organization and 
provision of an adequate supply of inputs for the beneficiaries and the 
creation of app~priate incentives to use these inputs to raise output. 

• 
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Table 2 .l Procki·ctiTity, Eapl.,..ut · and ·the Distriblltiou 
·of ·L'&nd 111 Ditterent. Countries 

Cou:1t:t'y 

!'crop~ 
Greece 

. Spain 

Centr-?l /'sEcrica 
Costa .Rica. 
D,:rn~n ic:m r.eo. 
El Salv,•.cior : 
Gunte:!".ala -
t·:exico 
Uicarac-.1.i. 

30\rt:h A.merit-a 
ugentina 
Braz,il 
Chile 

. eolornbia 
Paraguay 
Peru 
Uruguay 
Venezuela 

Asia 

I':it;; 
Year · i 

19S3 
1971 
196i 
1964 
1960 
1963 

1970 
1960 
196~ 

·. 1960 
1961 
1961 
1966 
196l 

~dia 1960 
Indonesia 1963 
Iran 1960 
Korea, Rep. of 1970 
Japan 1960 
Nep.u. 1961/62 
Pakistan 1960 
Philippines 1960 
Sri Lanka 1962 
Taiwan ·· 1960/61 
Thail.and 1963 
Turkey 1963 
Vietnam, Rep.of 1960 

Africa 
~wana 

Kenya 
!'.ala~asy 
>!ali 
Morocco 
Sener,al 
Tanzania 
Togo 
Tunisia 
U.A.H. 
Uganda 
Zambia 

1969/70 
1969 
1961/62 
1960 
1961 
1960 
1960 
1961/62 
1961/62 
1960/61 
1963/64 
1960 

farm l'iDP· 
pe!'" 

Hect~t·e 
. (US$) 

424 
90 

16' 
14 
18 
67 
ll 
50 
14 
Jl 

· 172 
·323 
187 

1085 
1720 

352 
240 
250 
376 
641 
166 
155 
355 

168 
183 
293 

98 
lh4 
209 
485 
189 

4.2 
661 
167 
68 

per · 
Worker 

(US $) 

951 
463 
489 
492 
569 
580 

1903 
285 
692 
663 
479 
477 

1333 
925 

141 
149 

·581 
3'11 

11138 
138 
249 
200 
337 
410 

- 137 
243 
127 

142 
i4o 

88 
48 

295 
174 

94 
180 
341 
36o 
198 
101 

~ :pJ.oy;~·mt 
per 

He care 

0.50 
0.09 

0.0.) 
0.28 
o.~8 
0 .29 
O.C4 
0.09 

0.01 
.0.05 
0.03 
0.10 
0.02 
0.10 
0.01 
.0.03 

1.22 
2.17 
0 • .32 
2.68 
1.45 
2 .54 
0.96 
1.25 
1.12 
2 .05 
1.21 
o.64 
2~79 

1.18 · 
1.31 
3 .32 

. 2.06 
O.h? 
1.20 
5;16 
l.C5 
0.12 
1.89 
o.84 
o.67 

.t,.verar,~ 
11cld:nt 
Size 
(Hecte.rP.) 

3.18 
14.f:$ 

40. 711 
8.64 
6.95 
8.17 

123.9 
37.34 

270.1 
79.25 

118.S 
22 .60 · 

108.7 
20.37 

208.8 
81.24 

6.S2 
1.05 
6.05 
o.85 
1.16 
1.23 
2 .J5 
3.59 . 
1.61 
1.27 
J.47 
5.0J 
1.33 

4.75 
871.3 

1.04 
4. 35 
4.62 
3,62 

785.? 
2 , tc2 

15 .hl 
1.59 
3. 29 

11.73 

Indet: cf 
Land Con
centrat i(.;!l 

.597 

.832 

.873 

.845 

.865 

• 94.7 ' 
.BJJ 
.9'36. 

.607 

.624 

.473 

.607 

.580 

.474 

.611 

.748 

Sources: Unless otherwise footnoted below, cols. l and 3 nrn based on F.AO, 
Prodttct.ion 1'e=book, 1971, pp. 10-.ll, 21-~3, and col. h on UN, l!-:•;,thly !3ullet.1n c,f 

. Statfattc::; , XZVI, Ho. 4, Apr. 1972 and Y.XVIJ, No. Ii, !'.o,·· . 19'(}, :~ ~rency 
e:x;c\1aneP- ·rat.es, s.ec H>icl, and IHF, Inhr:1i;it~onal F:!.n::.ndal -:-St_r,t:i:;; lic ~, JO.VI , No. B, 
Ail~. 1973. GDP. in .:t~~r i.::.ilt.u1·e slio;m here icc.1.udes, unl1:t ::;s r,th.( ,rwi s-.,--in ;.!ic~ted, · 
agriculture, hurit,ing, forestry, and fi:;.hing. 

, . 

i 
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'!able 2 ~ ~1 AGRICULTURAL OUTPUT PER HECT A • ..,_E & PER \·.DR.KER 
BY F.ARM SIZE, LATIN AMERICA 

1 2 3 
Smallest Largest Rat i o 
Sub-family· . . ·Mult.i-family Col • . 1 to 

Count Year Farms ?arms CoL 2 
National ifonetary ~nit Per .Agricultural Hectare 

Argentina 1960 2492 304 8.2 
,,. 

1950 1198 808 Brazil 170 

Chile 19.55· 334 ·41 8.2 

Colombia .1960 1198 · 84 14.3 

Ecuador 1954 1862 660 2.8 
• 

Guatemala 19.50 63 16 3.9 

(National Monetary · Unit Per WorkP.X- ) . 
Argentina 1960 40 192 .21 

Brazil 19.50 1197 8237 .JJ.i . 
Chile 195.5 268 117l .23 

Colombia ·1960 972 9673 .. 10 

Guatemala 19.50 74 · .523 .14 

Source: Barraclough and Collarte (1973), Table B-2 .. 



- 35 -

III. THE BANK AND LAND REFORM 

£hanging Concerns 

3.1 The position of the Bank Group in regard to land reform has changed 
over the pa.st decade., renecting a reconsideration of the objectives of devel
opment and the most appropriate strategies for attaining these obJecti.ves. 
The objectives of development are now generally accepted to be the attainment 
of increased productivity and employment., and social justice. As has bean 
pointed out, land reform can be consistent with these objectives and., in some 
situation,,~ well be a necessary condition for attaining them. 

3.2 In the early 7ears of Bank Group operations., the focus was on pro-
viding adequate infrastructure for increasing agricultural production. In 
the early 196Qs, the approach to agricultural development was widened to 
include the provision of rural credit and on-farm inputs. Problems of tenure 
were seen to have an indirect bearing on production.,~ because they 
influeneed. on-farm investment decisions and determined the efficiency of 
resource use., especially irrigation water. By the end of the 1960s, though., 
there was growing concern about distribution of income in the rural areas arrl 
the relationship between land distribution and income distribution. This 
was reflected in the Agriculture Sector Paper of 1972, which recognized a 
relationship between land distribution and equity. The paper stated: 

"In developing countries., land presents a JllUCh higher proportion 
of total wealth than in developed countries, and inegalitarian 
patterns of landownership are a major source of income in equality. 
Furthermore, the owners of land usually possess political and 
economic power which can be exercised in ways that harm the 
interests of the bulk of the rural people. 11 (p. 30) 

The paper goes en to affirm that: 

"It is clear that agricultural development cannot do all it might 
to improve rural life if the distribution of land ownership is 
highly skewed. 11_ (p.35) 

This concern has been reflected both in the technical assistance offered to 
governments (especially in sectGr survey and economic reports) and in the 
types and components of projects in tlE lending program. 

Technical Assistance 

)o3 The Bank ha.s been concerned with probleJIS associated with land 
distribution and land reform since the beginning of its operationso One of 
the first major economic surve;ys undertaken was of Colombia in 19550 The 
Hission identified. the patterns of land use and land distribution by size of 
holding to be major obstacles to accelerating agricultural development. Large 
stretches of fertile land were held by large scale producers for livestock 
raising., while intensive agriculture was practiced by "minifundios" on land 
that was less suited for crop production. The mission recommended to the 
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government that they introduce a graduated. land tax as a means of intensifying 
land use. A subsequent agricultural sector mission in 1956 confirmed that 
the systems of land tenure and land use were barriers to increasing output. 
This mission recommended that the goverml8nt adopt a presumptive income tax 
to encourage a more productive use of land. 

3.4 The two missions to Colombia were concerned with increasing produc-
tivity and intensitying land use. The missions were not concerned with the 
redistribution of land as a means of encouraging greater equity, nor did they 
consider redistribution as a means of intensifying production. Rather, they 
took the view that the distribution of 1land was a matter of national policy and 
internal politics and that the Bank Group--as an external lending agency-
should adhere to the existing policy and not advocate a rapid redistribution 
of land. It did, however, recommend a vigorous policy of settlement on re
claimed and cleared land. 

3.5 Since that time there have been misaiona and sector surveys in almost 
all the countries served by the Bank. Many" of these have pointed to patterns 
of land control and insecurity of tenure as obstacles to raising agricultural 
productivity. More recently, there is a growing emphasis on the problems of 
distribution of land and the rights to land as factors that influence equity 
as well as productivity. Thus, missions to Ethiopia and Morocco have drawn 
attention to the relationabip between the land tenure situation and the distri
bution of benefits f'rom growth. In Morocco, the mission emphasized the 
possibility of redistributing land as a means of increasing both output and 
equity. In Ethiopia, the pt"oblem was seen as one of uneven land distribution 
ani insecurity of tenure; security of tenure was considered to be especially 
significant in the light of ttie distribution of potential gains f'rom new 
technology being introduced into the country. Landlords were finding it 
increasingly profitable to displace their tenants as ma.chine technology pro
vided higher returns to the landlord when he hired labor. 

3.6 Despite this trend, l'Qal\Y reports do not give appropriate emphasis 
to issues related to land reform and development. We need to be better informed 
about conditions governing rights to land and related institutions in member 
countries. More needs to be known about the distribution of land, conditions 
governing tenancy, and the policies and programs instituted to influence the 
distribution of land and rural incomes. It is only through a thorough analysis 
of conditions within member collll.tries that the Bank will be in a position to dis
cuss policy options with member governments. At present, many reports still do 
not address these problems; however, new guidelines are being developed which 
can form a basis for discussing these issues in a systematic way in sector and 
economic reports. 

J.7 The Bank's lending for agricu.1tural development has increased very 
rapidly in recent years. Loans and credits have been ma.de to countries with 
widely differing social and political structures. These have included socialist 
countries, such as Yugoslavia and Tanzania, as well as countries that follow 
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capitalism, such as Argentina and Thailand. Loans and credits have been 
made for agriculture operating under different forms of tenure--for kombinats 
in Yugoslavia, kibbutzes in Israel, individual holdings in India, cooperative 
production 'Wlits in Tunisia, and group farmers in Ken;rao Funds have also been 
provided for large scale livestock producers, large scale plantations and 
sma.11 scale producers; these have benefited. absentee landlords, large land
owners, small landowners, tenants, and farm workers. On the other hand, the 
Bank has not been totally indifferent to structural and income distribution 
aspects, and the record shows an increasing awareness of the implications 
reflected in more frequent use of measures to improve them. 

J.8 Nevertheless, few projects have supported land reform as such. In 
general, external financing, whether multilateral or bilateral, has played 
a minor role in the financing of land r~form programs. One reason for this 
is that the process of reform in itself may only require relatively small 
outlays of public tunds, as expenditures for a redistributive reform depend 
mostly on the levels and forms of compensation that are set for the former 
landowners. Public discussion ot land reform financing is generally dominated 
by this issue. When land is confiscated as part of a revolutionary process--
as it was in Mexico and Bolivia--there is clearly little if any public ex
penditure involved. Naturally, the compensation issue tends to be more important 
in countries such as Colombia and Venezuela where land is purchased" Even so, 
the actual amounts involved are not substantial, especially where, as is the 
usual case, peyment is mostly in bonds. It is estimated that, in those La.tin 
American countries that followed non-confiscatory reforms, only some nine to 
fifteen percent of their total reform-related cash budgets went for landowner 
compensation--though in other cases the figure could be much higher. 

J.9 Compensation paid for land is a "transfer payment" from the public 
sector to the landholding groups. Without doubt, compensation can have 
serious implications for income distribution, conswnption, and investment--
but it does not of itself create 8IJ3" new productive capabilities in the country. 
Partly because of this, international lending institutions have refrained 
from using their resources for financing land purchase. It has been suggested 
that the international agencies might guarantee bonds issued to compensate 
landlords. If financing were to be through international maintenance-of-value 
guarantees of bonds and for compensation, this would have the paradoxical 
effect of giving land bonds greater stability than that enjoyed by the 
currencies of issuing countries. 

3.10 The Bank has provided general support for at least one far-reaching 
land reform program. This was in Tunisia where the Bank provided a loan of 
US$ 18 million intended to back a major agrarian reform relating to former 
French-owned estates, which occupied the most fertile land in that country. 
The nationalized land was to be converted into "units of production" which 
were to be farmed on a cooperative basis; each unit of production was to be 
self-financing and, inter alia, was to pay a guaranteed minimum cash wage to 
the workers out of tne fariii"profits. However, the scarcity of trained man-
power and the rapid pace taken in establishing new cooperatives made it difficult 
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far the production units to start on a sound basis and generate a large enough 
cash flow to meet their objectives. In addition., the system had built in 
disincentives because wages were not paid according to work. The Bank success
fully pressed for substantial improvements in conception, design, a.rd imple
mentation of the agrarian reform. It was unable, however, to influence the 
major political decision to either take all the land in Tunisia under state 
management or put it all under the control of cooperati ves. The extension of 
reform strained the limited administrative capacity and the reform program 
collapsed. Smallholders opted for private farming and were supported by land
owners who resisted the takeover of their lands. The Bank subsequently cancelled 
half of the loan. 

3.11 The problems encountered in financing the Tunisian program underscor e 
some of the difficulties in lending for reform-related projects. The financial 
viability of these projects depends to a great extent on the managerial capacity 
of the beneficiaries of the refol'Jll and the development of an efficient service 
system for them. Very otten the managerial capacity of the beneficiaries may 
be untried; the agencies created to deliver the inputs are usually new, have 
limited technical capacity, and are of questionable financial viability. 
Furthermore., as has been pointed out previously, these institutions often 
provide inputs formerly provided by the private sector, and the whole delivery 
system changes .from one ba.sed on the profit motive to one based in the first 
instance on social considerations. This directly affects their financial 
viability., especially in that cash flows generated by reform projects tend to 
be less immediate than in other projects, ani many investments in social overhead 
are not self-liquidating in the short run. 

J.12 Another Bank project provided direct financial assistance to facilitate 
the implementation of lalld reform as part of the Ll.longwe development scheme in 
Malawi. It was recognized during preparation of the Ll.longwe Project that there 
was an opportunity to change the existing land tenure pattern of customary right 
of usufruct. The need for change to a more secure and lasting tenure system 
was evident as almost all uncultivated land had been \aken up; individual 
holdings were of the order of about five acres per family, and fragmentation of 
holdings had occurred on a substantial scale. Five acres was deemed to be the 
minimum holding size capable of providing a family with subsistence at present 
levels of technology. As a consequence, the Malawi Government introduced three 
Acts of Parliament which provided for the allocation, consolidation, and regis
tration of holdings, and the issue of either family or individual freehold titles . 
These Acts also provided far the regulation of the subsequent sale, mortgage, 
or transfer of registered land through the establishment of Lani Boards. To date 
some 200,000 acres have been allocated~ titles issued on 60,000 acres. IDA 
credits are being used for the land survey (both topographical and cadastral), 
the provision of allocation and registration staff, vehicles, equipment, and the 
construction of' housing and a land registry. The amount involved will be 
approximately US$ 1.0 million by the end of the second phase. The Lilongwe 
project indicates that Bank assistance can plccy- a role in assisting governments 
in the "mechanics" of land reform and in the drafting of legislation. 
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3.13 There have been a number of other projects financed by the Bank 
that have involved some change in distribution of land or in tenurial rights 
within ~e area encompassed by the project. These include projects for land 
settlement, outgrower schemes, irrigation, and rural credit. 

Land Settlement 

J.14 The Bank has financed a number of settlement projects in which 
infrastructure was ma.de available together with other services for families 
settled in the project area. Table J.1 gives information on ten projects 
located in Brazil, Colombia, Ethiopia, Keeya., Malawi, and Malaysia. Seven 
of the projects were established on public land and so did not involve any 
change in the size distribution of existing holdings. Thus, settlers were 
allocated holdings of f'rom 3 or 4 hectares in Malaysia to 40 hectares in Brazil. 
Each holding was deemed adequate to provide a livelihood a.Di full employment 
for the settler and his family. 

J.15 There are severe limitations on settlement as a means of reaching 
large numbers of landless people or relieving pressures on land. Though the 
costs per family in a settlement project can be misleading, the data in 
Table 1 indicate the limitations on settlement projects--as presently conceivedo 
The ten projects were intended to settle no more than 35,ooo !and.lies; the 
total cost was expected to be $190 . million vi th Banlc contributicms almost 
half that amOllllt. The capital requirement of more than $5,000 per family 
limits the prospects of the approach. Clearly, the whole approach to capital 
intensive settlement requires reexamination in the light of 1he magnitude of the 
problem outlined in Annex I of this paper. 

Outgrower Schemes 

J.16 Previous mention was made of the problems of distributing the gains 
f'rom plantation developaent. (Para. 2.32.) It was suggested that benefits be 
distributed through the raising of wages and the payment of dividends to the 
workers. In this area the Bank Group has made a substantail contribution toward 
a novel form ot tenure through the development of "outgrower" schemea. These 
schemes involve the production of tree crops on smallholdings rather than on 
large scale plantations. These smallholdings are established around the central 
nucleus of either a processing plant or a plantation. The central unit provides 
technical assistance, inputs, and marketing services for the outgrowers who, in 
turn, sell their products through the central organization. 

3.17 The Bank Group has participated in nine such projects--at a cost of 
$125 million of which the Bank has contributed $68 million--aff~cting some 
120,000 families. These have included tea projects in Kenya, Uganda, Mauritius 
and Indonesia, rubber in MaJ.Rsia and Indonesia, cocoa in the Ivory Coast, and 
oil palm in Nigeria. The average holding in each project has ranged .from 10 
hectares in Senegal to an acre in Keeya. In the main, the size c,f holdings for 
outgrowers is small, although large enough, under labor intensivo cropping 
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systems, to employ a family and prtxluce enough of a high unit value 
commodity to yield an income well in excess of that earned by producers of 
staple commod.i ties who have simi.lar sized holdings o While this system has 
made a valuable contribution toward establishing viable smalJholders, it is 
ai1y effective when there is a commodity that can be handled through a 
central processing system. 

Irrigation 

J.18 The Bank Group has invested some $1.45 billion in irrigation , 
flood and drainage projects. While these projects covered many facets of 
water storage and distribution, most were intended to improve the use of 
water and bring more land into intensive production. To this end the 
Bank Group has worked with various governments in determining the most 
appropriate size of holding for the beneficiaries of each project. For 
example, eleven projects costing $342 million (incorporating a Bank 
investment of $190 million) are expected to improve 810,000 hectares and 
benefit more than 500,000 families. Average size holding in the irrigated 
areas ranges from 10 hectares in Iraq to one hectare i n Korea, Ceylon, 
Pakistan, or an average 1.6 hectares per family over all the projects. 

Jo19 In~ instances, irrigation projects are subject to special regulations 
or laws regarding the size of holding that can be held by the beneficiaryo Thus, 
in Mexico, Bank Group sponsored projects have conformed to the law which limits 
the size of irrigated holdings to a maximum of 10 hectares. Elsewhere, prob-
lems have arisen because there is no legal provision regarding size of holding 
or because the law has been ignored. In sane instances the Bank Group has 
insisted on special legislation giving tenants security of tenureo But in 
practice tbE

1 

Bank has found this difficult to enforce, and Governments have 
not corporated fully. 

Rural Credit 

3.20 While in itself farm credit is an important instrument for reaching 
part.i.cular size groups in agriculture., access can be restricted by tenurial 
arrangements if lending criteria specify that registered land titles by used as 
collateral for borrowing. This question has been discussed more :fully in the 
paper "Bank Policy on Agricultural Credit." Bank Group projects have provided 
more than $1.0 billion for rural credit. Most of these resources ha,·e aided 
larger commercial producers, though in recent years there has been a pronounced 
trend toward lending tor smaller producers. By the end of 1973, an e~timated 
$2.50 million had been allocated for small farmers. 

J.21 In some instances the Bank Group has made loans on condition that 
the recipient government take steps to ensure that the intended beneficiaries 
do indeed gain trom the investment. However, in several instances., the govern
ments concerned have not tulfilled obligations regarding the provision of security 
for tenants or the allocation of land to low-income groupso In other instances, 
gover~nts have f ailed to implement conditions provided for by existing 
legislation on rights to land; or they have failed to introduce legislation 
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which would have met the conditions specified in the loans. This high
lights one of the major dilemmas confronting an international lending agency 
concerned with promotion of land reform as an instrument of economic 
development. That is, to what extent can the Bank influence the course of 
events regarding distribution of land, and income f'rom the land, in the 
sovereign states that are members of the Bank Group? 

Major Policy Options 

3.22 The Bank has to recognise that its leverage is limited as it seeks 
to redefine its position with regard to land reform. Using Bank Group finance 
to gain a developmental impact through land reform involves highly complex 
issues at the project level, aIXl the potential for using Bank influence to press 
or even force the issue of structural reform on member countries is severely 
circumscribed. Such ' political decisions are not amenable to ready negotiation 
with the governments in the same was as are other institutional questions--
such as, for instance, the setting of public utility rates. 

3.23 The Bank Group would seem to be left with only two optionso First, 
in those countries interested in pursuing land reform the Bank can give support 
in the form of technical assistance and finance for reform related projectso 
It should give overt priority in lending to those countries and projects which 
meet land reform criteria. Second, in those co'\.lltries where there is no 
government interest in land reform the Bank should: (i) study the situation in 
all cases; (ii) call the attention of the government to the problems associated 
with the existing tenure system, and enter into a dialogue on the subject; 
(iii) support land reform proposals when they are made officially; and (iv) not 
lend for projects if tenure arrangements are so bad that they frustrate the 
achievement of Bank objectives. These options are re.f'lected in the policy 
recommendations provided in this papero 
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Table 3.1 

COSTS OF SELECTED SETTLEMENT 
PROJECTS FINANCED BY THE BANK GRaJP 

Estimated 

Country 

Total Number of project Average 
project Bank Grou:e Finance familiesy costs per farm 

Project costs .Amount Loan or Date to be family !v size 
(US$n.) (usgm.) credit settled (US$) (ha) 

Al to Turi Land 
5,200 2,42# 40 Settlement Project 12.6 6.7 loan 1972 

Brazil 

Atlantico No. 3 
1967 2,500 6,28oY 4.ol/ Irrigation 15.7 9.0 loan 

Colombia 

Second Atlantico 
Develoµnent 9.1 5.0 loan 1972 6,800 5,389 11 
Caqui ta Land 

21.6 8.1 loan 1971 5.3~ 3,429 na.Jl/ Colonization 

Wolamo Agricultural 
2,325?) 3 , 5 credit 1969 1,050 2,214 6 Project 

Ethiopia 

Rev. 
Kenya Land Settlement 303KE 

and Develoµnent 6.9 3,9 credit 1969 5,200 1,327 14.3 

Malawi Koronga 
Rural DeveloP:93 nt 7.8 6.6 credit 1972 2,830 2,756 6 

Malaysia Jengka Triangle 29,1 14.0 loan 1968 2,770 10,505 4,8 

2nd Jengka Triaruile 41.0 13.0 loan 1970 31000 13,667 4.3 

3rd Jengka Triangle 43.3 25.0 loan 1973 4,ooo 101825 L~.5 

Source: IBRD and IDA, A:epraisal Reports 

1f $2.730 million used for agricultural development on highlands are excluded from the settlement cost. 

y Except for Kenya, figures represent goals rather than actual state of settlement. 

2f Includes 2,800 new settlers and 3,500 partially established settlers. 

Settlement 
on 

:eublic land 

INCORA land 
(involved 
appropriation 
of private 
land) 

:eublic land 

European-
owned land 

:eublic land 

:eublic land 
I 

public land 

:eublic land 

!v Project costs as estimated in the Appraisal Reports do not necessarily reflect total economic costs of settlement. 

if The cost to the government is US$1,700 per family settled. This excludes expenditures on health, education, 
research and related studies. These cost expenditures are now under review and expected to be considerably 
higher than the originally anticipated. 

§! The cost per small famer settled is estimated to be US$17 ,000, whereas the cost per middle-size farmer remaining 
in the project area is $100,000. See IBRD, Operations Evaluation Report: Colombia, VI (Preliminary Draft ), 
October 31, 1971, p.198. 

J/ The original goal was to settle 2,500 landless peasants and develop 9,900 hectares. The project is two years 
behind schedule. 

ll/ Although 2,800 new settler families are scheduled to be settled on some 280,000 ha, no data on the fann size of 
3,500 partially established settlers are eiven. 

• 
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ANNEX I 

CONTEXT OF LAND REFORM 

Population to Laru;l Ratios 

1. The total land area of the globe encompasses some 13,393 
million hectares made up of 1,457 million hectares of cropland, defined 
as arable land and land under permanent crops (10.8 percent); 2,987 
million hectares under permanent pasturage (22.8 percent); 4,041 million 
hectares under other uses (36.4 percent). Of the arable land, approxi
mately 31 percent is in Asia; 19 percent in North and Central America; 
16 percent in the USSR; 15 percent in Africa; 10 percent in Europe; 
6 percent in South America; and 3 percent in Oceania. 

2. The world's population was estimated to be approximately 
3,617 million in the early 1970s. This represents an average of 3.9 
hectares of land, or close to 0.40 hectares of cropland, per person. 
The world's agricultural population -- defined as population depending 
on agriculture for .its livelihood -- is estimated to be 1,851 million, 
or 51 percent of the total population. On the basis of the global 
figures there is an average of 0.88 hectares of cropland per person in 
agriculture. 

3. The relationship between population and land in all major 
regions and for 50 selected countries is shown in Tables 1 and 2 res
pectively. Among other things, the tables reveal that : 

(a) More than 70 percent of all rural people live in Asia, 
which has approximately 31 percent of the world's crop
land. The ratio of agricultural population to cropland 
in Asia is the lowest among all the major regions, averag
ing 0.35 hectares per person. Together, Mainland China 
and India have an agricultural population of close to 
one billion, while Indonesia, Bangladesh, and Pakistan 
have a further 180 million. Of the .Asian countries, 

.Burma has the most favorable ratio of cropland to rural 
population (1.08) followed by Pakistan (0.69), Malaysia 
(0.57), and India (0.44), as compared with Indonesia 
(0.22), Mainland China (0.19), Bangladesh (0.16). The 
least favorable ratic is found in South Korea and North 
Vietnam ( each with an estimated O. 1 3) • It is notable 
that Taiwan and Japan have ratios of 0.14 and 0.26 arable 
acres per person in agriculture; Japan being the only 
developed country with such a low ratio -- well below 
the 1 .63 of Europe and 5.02 of North and Central America. 

(b) South America accounts for 4.0 percent of the world's 
agricultural population and 5.8 percent of the world.' s 
cropland. Although 13 percent of the land area of the 
world is in South America, almost half of that area is 
in forests and woodlands, 20 percent is in pastureland 
and only between 5 and 6 percent is in cropland. However, 
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as only 39 percent of the population is in agricul
ture there is an average of 1 . 14 hectares of arable 
land per rural person. Argentina and Uruguay have high 
ratios of agricultural land to rural population, the 
most favorable in the developing world (7.03 and 4.04 
Tespectively). Venezuela, Chile, Bolivia, Mexico, and 
Cuba have ratios of more than one hectare per person 
in agriculture; Brazil, Colombia, Peru and the crowded 
Central .American Republics have ratios of less than one 
hectare per rural person; . Haiti with 0.10 hectare per 
person in agriculture appears to have the most unfavor
able ratio in the world. 

(c) Africa has 13 percent of the world's rural population and 
occupies close to 15 percent of the world's cropland with 
an average of 0.90 hectares of cropland per person in 
agriculture; 67 percent of the population depends on 
agriculture, a higher proportion than in any other region. 
The most favorable ratio in tropical Africa appears to 
be in the Ivory Coast with 2.22 hectares per person in 
agriculture. Uganda, Ghana, Nigeria, and Zaire have 
between close to 0.50 hectares and 0.70 hectares per 
person in agriculture. Rwanda with 0.21 hectares per 
person in agriculture is one of the handful of countries 
in tropical Africa that has a pressure on land resources 
that is greater than the average in Asia. 

4. The above brief summary indicates the wide range of differences 
that prevail with regard to population densities in the rural areas in 
different regions and among various countries of the developing world. 
These data indicate that, by and large, it is the countries with a high 
proportion of population in agriculture that have the less favorable 
ratios of population to land; they are also among the poorest countries 
in the world. Further, these are also the countries in which population 
is increasing at a rapid rate and where raising agricultural output is 
perhaps most difficult. 

Population and Production 

5. The proportion of population in the rural areas of developing 
countries, while declining relative to total population, is increasing 
in absolute numbers. Despite rapid migration out of agriculture and 
the explosive growth of certain areas, there has been an increase and 
even an accelaration in the rates of growth of the rural population 
in all regions of the world other than Africa. Table 3 shows the trends 
in rates of growth between 1950-60 and 1960-70, with overall growth rates 
rising from 1 .9 percent to 2.1 percent and the largest regional rate of 
increase being the rise from 1 .8 percent to 2.1 percent in the Far East . 
(where rural population is already very dense). 
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6. The increasing population has added to the population pressure 
on the land. Historically, this pressure has been relieved through the 
expansion of acreage along a frontier of cultivation. Indeed it was the 
expansion of the frontier in the new lands of North America, Argentina, 
South Africa, and Australia that helped relieve population pressure in 
the first period of generalized population growth in the late eighteenth 
century. It was in these areas, where population growth was swollen by 
an influx of migrants, that there were rates of population increase that 
compare with the rates today in many of the poorer countries. However, 
since the frontier is fast disappearing in most of the poor countries of 
today, so are the opportunities for low-cost expansion of acreage under 
cultivation. The changing situation is difficult to document at an 
aggregate level, but Table 4 gives some perspectives on trends in expan
sion of cropped areas and production. 

7. The rate of expansion in acreage fell, in the aggregate, between 
the 1950s and the 1960s. The only exception is Latin America where the 
acreage under cultivation grew from a rate of 1 .8 to 2.5 percent a year; 
the rate of increase in expansion of acreage slowed down in all other 
areas, halving in the Near East from 2.2 percent a year to 1 .1 percent. 
When the rates of growth of population are compared with rates of 
increase in acreage under cultivation, it appears that rural population 
was increasing at around the same rate as the cropped areas during the 
1950s, but increased more than one and a half times as fast as th9 cropped 
area during the 1960s. 

8. As is shown in Table 4, production increased at the same rate 
during the 1950s and the 1960s. A consistent rate of increase in output 
with an increasing rural population indicates a decline in the rate of 
growth of output and incomes; from 0.9 percent per annum in the 1950s to 
0. 7 percent per annum in the 1 960s. At the same time as average per 
capita income was increasing at a declining rate, yields per acre rose 
very moderately -- in this instance an increase of around 0.4 percent 
a rear between the 1950s and 1960s. 

9. 'l'he increase in population and slow ~ansion of the area under 
cultivatior. have worsened man-land ratios. The worsening of these ratios, 
arising fro~ constraints on the low-cost expansion of acreage under 
cultivation·, makes it increasingly difficult to accelerate rates of growth 
of output and income in agriculture. This is because raising yields 
requires a higher level of technology and management compared with increas
ing output or expanding acreage under cultivation. It is only in recent 
years that there has been a concerted effort to develop technologies to 
raise yields of staple crops grown in the developing areas . Hitherto, 
these efforts have been cortfined to a handful of crops and the successes 
attained have been limited to ·a relatively small area of the developing 
world. There are some fortunate countries, such as Nigeria, that have 
some land resources available for future development through expansion 
of acreage under cultivation. But many other countries have little or no 
unused °land and so the situation is correspondingly worse. The emphasis 
in the latter countries will have to be placed increasingly on raising 
yields per hectare. 
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10. The increasing pressure of population on the land highlights 
the issue of absorptive capacity in agriculture. There are considerable 
opportunities for increasing employment and production in agriculture in 
most of the developing countries. This applies to the more densely 
populated regions as well as to others. Table S shows the startling 
differences in input of agricultural labor and output per hectare in 
developing countries of Asia on the one hand and in Japan on the other. 
Japan is a country of small holdings and has approximately two workers 
per hectare with an average output of $397 per worker and $762 per 
hectare. Several other countries have a higher ratio of workers to the 
land than Japan. One country, Malaysia, has a higher output per worker 
in agriculture than in Japan. However, the point to be emphasized is 
that if the ,.level of labor intensity of two workers per hectare pre
vailing in Japan could be attained in countries such as Pakistan and 
India, the agricultural sector in those two countries could absorb all 
the labor force expected by 1985. This kind of labor intensity is not 
likely to be reached, however, because of the smallness of the irrigated 
area in Pakistan and India, and other constraints related to technology, 
resource base, land tenure, and capital formation in these regions. 

11. It is reasonably clear that whatever is done will only partially 
satisfy the ever-rising demands for work and income in the many less
developed countries that are faced with the general problems of high 
population growth, low incomes, and increasing unemployment. With 
very few exceptions, the poverty and unemployment problems of the less
developed countries are unlikely to have any long-term solutions that 
do not include a reduction in population growth, urban as well as rural. 
Nonetheless, even if effective birth control could be introduced over
night, there w'i.11 still have to be special and possibly extraordinary 
measures to satisfy the expanding demands for work and income from 
today's children. Such measures include those related to land reform. 

Distribution of Land 

12. The ratio of population to land tells us nothing about the 
distribution of the land among the rural population: countries with dense 
rural populations can have a more even distribution of land than countries 
with sparse populations. The most recent data on distribution of holdings 
by size is given in the worldwide census of agriculture held in the early 
1960s. This covered 83 countries, including all of the larger countries 
that are members of the Bank Group except Nigeria, Romania, Ecuador, 
Bolivia, and Afghanistan. 

13. The census provides a breakdown of distribution by size of 
138.3 million holdings in the 83 countries. There is also a breakdown 
of the distribution of land ancl cropland by size of holding for 64 
countries (which account for ~-1 but 9 percent of the land in the 83 
countries covered in the censuo). Table 6 combines the two sets of 
information to give an indication of the distribution of land and crop
land by size of holding. 
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14. The infonnation in Table 6 shows the following: 

(a) 53.9 milli0n holdings, or 39 percent of all holdings 
are under one hectare in size; if the patterns in the 
83 countries is the same as in the 64 count ries for 
which there are data on distribution of size and dis
tribution of land then these holdings occupy 1 .1 percent 
of the land area and 3.4 percent of the cropland. 

(b) 109 million holdings, or 78.8 percent of all holdings , 
are less than 5 hectares in size; based on the same 
assumption as above these holdings will account for 
approximately 6.8 percent of the land under farms and 
20.7 percent of cropland. 

(c) One million holdings of 200 hectares or more represented 
less than 0.8 percent of all holdings in the 83 countries; 
in the 64 countries surveyed farms of this size group 
accounted for 66 percent of all land under farms and 
nearly 25 percent of all cropland. 

15. The data confirms that, when viewed in the aggregate, the dis
tribution of land and cropland is highly skewed. If the distribution of 
holdings by size in 84 countries represents a global picture, and if the 
distribution of 91 percent of the land reflects the pattern of distribu
tion of all the land, then: holdings above 50 hectares in size, which 
represent 3.2 percent of all holdings, account for 78.8 percent of the 
farmland and 45.3 percent of all the cropland, i.e., roughly 3 percent 
of all ~oldings (in the aggregate) accounts for slightly less than half 
of the arable land and land under permanent crops and more than three
quarters of all land under farms. Conversely 97 percent of all holdings 
accounts for less than one-quarter of all land under farms and slightly 
more than half of the area under crops. 

16. The information on distribution of holdings by size refers to 
the 83 countrie~ both developed and developing, covered by the census. 
There were an estimated 16 million holdings of less than 5 hectares in 
the developed world: 6 million in Japan and 10 million in Europe. Thus 
there were some 122 million holdings in the less developed countries 
of which some 92 million were less than 5 hectares in size; approximately 
half of the~e holdings were less than 1 hectare and the remainder were 
between 1 and 5 hectares in size. 

17. rt is safe to conclude that there are well in excess of 100 
million holdings of less than 5 hectares in the developing world at the 
present time. This conclusion is derived as follows: the 1960 census 
indicated there were approximately 92 million smallholders in 83 deve
loping countries, excluding those in Nigeria, .Afghanistan, Ecuador, and 
Bolivia. Together, at the time of the census, these countries had an 
agricultural population estimated to be close to 50 million people, or 
10 million families, most of whom were farming on units of less than 5 
hectares in size. Thus it is highly likely that there were already 
close to 1 00 million holdings of less than 5 hectares in 1 960. Between 
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196o am. 1970 the agricultural population in the developing countries has 
increased by a reported 190 million persons, or by more than an estimated 
35 million farm families. Preliminary indications are that there has 
been an increase in fragmentation of holdings in many of the more densely 
populated countries as well as in those countries that have skewed dis 
tribution of land. Consequently, it is safe to assume that the census 
forthcoming in the 1970s will reveal that there are well in excess of 100 
million smallholders in the developing woru:l;in all probability, more 
than half of their holdings are less than 0ne hectare in size. 

1 8. The 1 96o census data also provided information_ on holdings by size 
and land area for different regions and countries. The most comprehensive 
regional and national analysis for the 83 countries deals with holdings 
of one hectare or more in size and pertains to 84.4 million holdings 
covering 2,242 million hectares. Obviously, this is not complet~ coverage, 
excluding, as it does, holdings of less than one hectare. However, it 
does provide insight into the patterns of distribution of holdings within 
the major regions. The results are summarized in Table 7. 

19. The analysis indicates the vast differences in patterns of land 
holding and distribution of land between Asia and the other regions. The 
contrast between Asia and the Americas is highlighted by the fact that 78 
percent of the holdings larger than 1 hectare in Asia are less than 5 
hectares in size and occupy 40.7 percent of the land; the 36.4 percent 
of holdings in South America and 23.4 percent in North and Central America 
that are less than 5 hectares in size occupy only 1 percent and o.s; 
percent respectively of the area under farms in these areas. Only 
9 percent of the area in Asia is in holdings of more than 50 hectares, 
as much as 34.7 percent in Europe and more than 90 percent in North and 
Central America, South America, and Oceania, was in farms of more than 
50 hectares in size. 

20. The data for Africa as presented in the census are misleading. 
This is because the 1960 census had poor coverage of that continent with 
the data on the distribution of holdings by size and acreage for the 18 
countries surveyed heavily weighted by the results in South Africa and 
Southern Rhodesia, and the confining of measures in Zambia to European 
holdings and in Tanzania to commercial holdings. If these are excluded 
from the sample then the land of under 5 hectares held by smallholders is 
much more than 50 percent of all land. 

21. The analysis of distribution of holdings by size on a regional 
basis points to the highly skewed distribution in the Americas; the 
pattern of holdings in the eight major countries in Latin America helps 
explain this, as shown in Table 8. The information confinns that a very 
high proportion of all land -- ranging from 84 to 97.5 percent -- in the 
8 countries is held in holdings of more than 50 hectares in size. At 
the other end of the spectrum ,)nly 5 percent of the land in the 8 countries 
is in holdings of less than 5 hectares (even though these holdings consti
tute between 14 percent and 74 ,percent of all holdings) • 
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22. A further partial measure of concentration of holdings is 
given by the Gini coefficient -- an index of concentration based on 
the departure of an existing pattern of holdings from;an even distri
~ution, as revealed by a Lorenz curve. The Gini coefficient has been 
estimated for 31 countries which have been grouped into three categories, 
as shown in Table 9. As can be seen, the Gini coefficient indicates a 
high concentration in six South .American countries included in the sample; 
on the other hand countries such as Taiwan, Canada, Japan, and Sweden 
have a low concentration of holdings. Clearly there is a wide range in 
the distribution of holdings by size in different parts of the world. 
The most skewed distribution appears to be in Latin .America where there 
is a relatively low riu:al population density; at the same time the dis
tribution of land appears to be much less skewed in many areas with a 
very high density of population, notably Asia and Europe. It is of 
special interest that two of the countries with dense populations and very 
little concentration of land holdings are Japan and Taiwan. 

l 

23. The distribution of land by size of holdings is 11 a geographical 
phenomenon" and must be interpreted with caution in a socio-economic con
text. The distribution of land may indicate little about the international 
distribution of wealth or income -- 5 hectares of irrigated land in Japan 
would most certainly yield an income well in excess of that yielded by 
100,000 acres in parts of Northern Australia. Similarly, within countries, 
the pattern of distribution of land may not reflect the pattern of dis
tribution of wealth or the socio-economic conditions that prevail in a 
given country -- two hectares of irrigated land in the Medjerda Valley of 
Tunisia, producing tomatoes, yield a far greater income than do 1,000 hec
tares of land used for sharecropping in the semi-arid parts of Tunisia's 
central area. 

24. The caveats on quality of land and ecological conditions govern-
ing land-use patterns must be borne in mind. The evidence presented here 
(and elsewhere) indicates, however, that most of the agricultural land and 
cropland is concentrated within a relatively few holdings. It also indi
cates that the greatest skewness in distribution is in the .Americas, and 
that this skewness is by no means confined to Latin .America. 

Tenants and Farm Laborers 

25. The distribution of holdings by size and population densities 
indicates nothing of the status of those who hold the land or the numbers 
of landless. There are only limited data on these; Table 10 shows some 
available information on the number of renters and sharecroppers in 15 
countries and the percentage of farms and areas of farmland they occupy. 
Table 11 indicates landless farm workers in 12 countries. 

26. This limited sample indicates that renting and sharecropping 
is widespread in all the major regions of the world. In countries such 
as Vietnam, Iran, and Egypt, more than two-thirds of the farms, occupying 
much more than half of the land, are farmed by ·henants or sharecroppers. 
However, in other countries such as Guatemala and Tunisia less than a 
quarter of the farms are rented or sharecropped; all in all, in the 15 
countries, out of 82 million holdings there are close to 29 million renters 
and sharecroppers. 
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27. Renting or sharecropping of land is a common practice in 
both developed and developing countries. In some parts of the world 
the rights of those who rent land are protected by law or custom and 
renters enjoy the same working conditions as owners of land. In other 
areas, however, renters and sharecroppers are in a very tenuous position 
when it comes to negotiating arrangements with landlords, and they 
commonly give as much as half their output in return for the use of 
land and services provided by the landlord. 

28. The conditions that govern rental agreements and crop-sharing 
arrangements differ throughout the world. In most developing countries, 
where there is widespread tenancy, there is heavy dependence on the land
lord -- usually an absentee landowner -- for the provision of purchased 
inputs. Another widespread characteristic is the absence of written 
registered agreements governing the conditions of tenancy and the rights 
of tenants (even though there may be law~ stipulating what these 
should be). Tenants and sharecroppe~typically operate under conditions 
of great insecurity and are in a weak bargaining position vis-a.-vis the 
landlord. Frequently, the tenants are among the lowest income groups in 
agriculture. The insecurity of tenants has been highlighted by their 
displacement on short notice when technological change has made it more 
profitable for landowners to mechanize their holdings -- as has happene.d 
in India, Pakistan, and Ethiopia. 

Landless Workers 

29. The number of landless farm workers in the developing countries 
is increasing. There are approximately 1 00 million farm wage workers 
(including family members and heads of families with very small land
holdings) in the 22 countries for which data are provided in Table 11. 
This figure includes an estimated 70 million in India alone -- about 47 
percent of the active population in agriculture. There are about 10 
million such workers in Latin .America. Even in Argentina and Uruguay 
(with only' 15 percent of the active population depending on agriculture) 
more than half of the workers are essentially landless. In the remaining 
countries of the region, the proportion ranges from a minimum of about 
one-fourth in Honduras and Brazil to a maximum of approximately two-thirds 
in Chile. 

30. There are almost no reliable estimates of the unemployed in 
the rural areas. It is usually assumed that the labor force subsiBts off 
a holding and joins in some arrangement with the extended family whereby 
it shares work and output. The emergence of a landless wage-earning 
class confirms that there is a growing rural labor force that has to 
rely on work outside the traditional sectors for its livelihood. This 
group is increasing in size and the provision of employment for what is 
already a large rural proletariat may well be one of the greatest challenges 
facing national governments in the future. 

31. There is a vast amount of underemployment in the rural areas of 
most countries of the world. The nature of this underemployment has been 
discussed elsewhere. At this juncture, it should be pointed out that the 
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redistribution of idle land can ent but that the 
prospec is imi e for r is ribu ion of an provi ing full employment 
for all the present and prospective population in the rural areas of 
densely populated countries. Structural changes within agriculture can 
help alleviate underemployment and open unemployment, but the problems 
of reducing nation-wide unemployment have to be seen in a national rather 
than a sectoral context. 
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Table 1: RE'JIONAL DISTRIB1Jl'ION OF LAND, CROPLAND, A']RICULTURAL 
POPULATION AND ACREAGE PER PERSON IN AGRICULTURE 

Ag.ricul tural 
Cropland 

Distn,-
Rural Poelation population as Cropland area 

Re~on Distri- percentage of per rural 
- Lll\d area bution bution tottl popu- per s on 
(million ha.) (million ha) (%) (million) (%) lation (ha) 

Europe 493 145 10.0 69 4.8 '1-7 1 .63 
u.s.s.R. ",?40 ·?32 15.9 77 4.? 3? . 3.01 
North and 

.. 
Central America ",?4'.' 271 18.6 · 54 2.9 17 5.0? 

South Americ11 1,783 84 . 5.8 74 4.0 39 .. ,. 14 
Asi,i 2,753 463 31.8 - 1,314 71.0 

J 
64' 0.35 

Africa 3,031 2,h~ - 14. 7 239 12. 9 67 0.90 
Ocewia 851 ~ · ' 47 3,2 4 O.? 4 i1.75 

' Total 13,393 ·1 ,456 100.0 1 ;851 100.0 51 0.787 ... 

Source: FAO Production Yeaibook, 1972 



- 53 -

Table 1: RE'.HONAL DISTRIBUrIOO' OF LAND, CliOPLAND, Al.lRICULTURAL 
POPULATION AND ACREAGE PER PERSON m ACJUCULTtRE 

Agricultural 
Cr£21&nd 

Distrl-
Rural P2E2llltion population as Cropland area 

Region Distri- percentage of per rural 
Land area bution bution total popu- person 

(million ha) (million ha) (%) (million) (%) laticn (ha) 

Europe 493 145' 10.0 69 4.6 17 1.63 
u.s.s.R. .,,,40 '>32 1S.9 77 4 . ., 3? 3.01 
North 11.md 

Centr~l AmericR .,,,4, 271 16.6 S4 2.9 17 s.02 
South Americ11 1,783 64 S.6 74 4.0 39 1.14 
AsiA 2, 75'3 463 31·.8 1 I 31 it • 71 .o 64 0.3S 
Africa 3,031 214 14.7 239 12.9 67 0.90 
Oceaniil 851 47 3,2 b O.? b 11.75 

Total 1 3, 39'3 1 ,4S6 100.0 , ,as, 100.0 s, 0.767 

Source: FAO Production Yearbook, 1972 

j. 
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~: CROPIAJID IN REUTICll TO POPUUTIOJ BY COONTR:rni 

Hect.ares of crophnd per 
Cropl.uid 'total Agricultural person or: 

Coantry hectares population population Tot.al Agricultural 
•ooo •ooo •ooo population popul.Ation 

Alda 
~. Kainland 110,)00 8S0,4o6 566,9?1 .1) .19 

ti Taiwn 867 . 14,S20 6,171 .06 .14 
.Japan 5,510 103,540 21,329 .05 .26 
1:orea, North 1,894 1 J,674 7,?15 .14 .26 

ti South 2,)11 J2,4'.?2 17,JOO .07 .1) 
'BID'!U 18,941 27,584 17,570 .69 1.08 
Indonesia 18,000 119,91) 8),2)0 .15 .22 
Mal.ayaia 3,524 ·· 10,931 6,176 .)2 .S7 
Philippines 8,977 )8,493 26,752 .2) .J4 
Thailand 11,415 JS,814 27,)98 .)2 .42 
Vietn•, North 2,018 20, 7S7 16,108 .10 .1) 

" South 2,918 18, ))2 1 ),620 .16 .21 
Bangladesh 9,Soo 71,000 6o,OOO .1) .16 
India 164,610 550, )76 372,605 .JO .44 
J!epal 2,090 11,040 1o,112 .19 • 21 
.'aldatan . 24,000 60,000 JS,ooo .40 .69 

ltrica 
:,iiiola 900 5,S01 J,568 .16 .25 

Ghana 2,835 . 8,8]2 4,840 .29 .59 
!Tory Coast 8,859 4,916 J,986 1.60 2.22 
Nigeria 21,795 . ·76, 795 45,42) .)2 .48 
Rw.nda 704 J,609 · ),277 .20 .21 
Uganda 4,868 8,549 . 7 ,)42 .57 . • 67 
Zaire 7,,00 17,4?3 . .. lJ_, 701 -4~ .53 

Latin Marica 
Cuba J,565 8,407 2,755 ;43 1 .JO 
Ouateiaala 1,496 5,180 ),?46 .29 .46 
Haiti )70 4,l367 J,7S4 .08 • 10 
Mezico 2),817 50,610 2),617 .47 ·1.01 
Puerto Rico 2)6 2,764 )87 .09 .61 
Argentina 26,028 24,353 3,704 1.07 1.03 

. Balivia J,091 4,9)1 2,87) .63 1.06 
Brasil 29,76o 93,565 h0,869 , 32 .7) 
Chile 4,6)2 9,780 2,484 .47 1.86 
Calanbi11 5,258 21, 117 9,S41 .25 .ss 
Peru 2,643 1 J, S86 6,189 • 21 .46 
Uruguay 1,947 2,886 482 .67 4.04 
Venesuela 5,214 10,997 2,887 .47 1.61 

~ 14,9JO .5J,667 9,735 .28 1.SJ 
Portug,ll 4,)70 9,6)0 J,S2J .45 1.24 
Spain ?0,601 JJ,290 . 11,222 .62 1.64 
Yugoslavia 8,205 20,sn 9,651 .40 .BS 
Hungary 5,594 1 o, )10 2,484 .54 2.2s 
Poland 15,)26 32,805 9,940 .47 1 .S4 
Romania 10,512 20,253 10,SOJ .S2 1.00 
u.s.s.a. 2)2,809 242,766 17,322 .96 ).01 
Deruurk 2,678 4,921 595 .54 4.So 
Genaany, West 6,075 61,682 ),514 .1) 2.JO 

" East 4,8o6 17,257 2,133 .28 2.25 
Sweden ),OSJ 8,0L6 7S4 .)3 4.os 
lJnited llngdan 7,?61 55,711 1 .S40 .1 J 4.71 

Worth America 
Canadll 43,404 21,4o6 , , 712 2.0) 25.4 
United States 176,440 205, J9S 8,216 .86 21.5 

Oceania 
~alia 44,610 12,552 1,049 J.5S 42.53 

Source: Folke Devring, L.vid Refonn: Ends and Means; A Background Study to 
the mRD Policy Paper on Land Reform, March 1973, pp.54-56. 
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~: CROPLAND IN RELATION TO POPULATION BY COUNTRIES 

Hectares of CT~land 'per 
Cropland Total Agricultural peHon a:.:: 

Country hectares population population Tota1 Ag -!cultural 
100() •ooo 100() populaticn pupulation 

Ash 
~iM, MaL-u. .. nd 110,300 850,406 568,9?1 .13 .19 

" Taiwan 867 14,520 6,171 .06 .14 
JapAn 5,510 10),540 21,329 . 05 .26 
Korea, North 1,894 1 J,674 1,'215 .14 .26 

" South 2,311 32,422 17,JOO .07 .1) 
Burma 18,941 27 , 584 17,570 .69 1.08 
Indcnesia 18,000 119,913 8) , ?30 .15 .22 
Malayaia 3,524 10,931 6,176 .)2 .57 
Philippines 8,977 38,493 26,752 .23 .)4 
Thailand 11,415 35,814 27,398 .32 .42 
Vietnam, North 2,018 20,757 16,108 .10 . 1) 

" South 2,918 18,332 1 J,620 .16 .21 
Bangladoeh 9,500 71,000 60·,000 • , 3 • 16 
India 164,610 550,376 372,605 .JO .44 

, Nepal 2,090 1.1 ,040 1o,112 • 19 .21 
Pakistan 24,000 60,000 35,000 .40 .69 

Africa 
--xiii;ola 900 5,501 3,568 • 16 .25 

Ghana 2,835 8,832 4,840 .29 .59 
Ivory Coast 8,859 4,916 3,986 1 .80 2.22 
Nigeria 21,795 76,795 45,423 .)2 .48 
a-nda 704 3,609 3,277 .20 • 21 
Uganda 4,888 8,549 7,342 .57 .67 
Zaire 7,200 17,493 13,701 .41 .SJ 

Latin America 
Cuba 3,585 8,407 2,755 .43 1. JO 
Ouatomalil 1,498 5,180 J,?46 .29 .46 
Haiti 370 4,867 J, 754 .08 • 10 
Mexico 2),817 50,610 23,617 .47 1 .01 
Puerlo Rico 236 2,784 367 .09 .61 
Argentina 26,028 24,353 3,704 1.07 7.0J 
Bolivia 3,091 4,931 2,873 .6) 1.08 
Brazil 29,760 93,565 40,869 .)2 .7) 
Chile 4,6)2 9,780 . 2,484 .47 1.86 
Colanbia 5,258 21,117 9,541 .25 .55 
Peru 2,84) 1),5~ 6,189 .21 .46 
Uruguay 1,947 2,886 482 .67 4.04 
Venezuela 5,214 10,997 2,887 .47 1.81 

~ y 14,930 5),667 9,735 .28 1 .SJ 
Portuglll 4,)70 9,6)0 J,52) .45 1.24 
S~in 20,601 JJ,290 11,n2 .62 1 .84 
Yugoslavia 8,205 20, 5'27 9,651 .40 .85 
Hungary 5,594 10,)10 2,484 .54 2.25 
Poland 15,)26 )2,805 9,940 .47 1 .54 
Romania 10,512 20,25) 10,50) .52 1.00 
u.s . s.R. 232,809 242,768 77,322 .96 J.01 
D&Tllflllrk 2,678 4,921 595 .54 4.50 
Gonnany, West 8,075 61,682 J,514 . 13 2.30 

" Enst 4,806 17,257 2,133 .28 2.25 
Swedan J,05) 8,046 754 . 38 4.05 
United KingdG1!l 7,261 55,711 1,540 .1 J 4.71 

NorLh A.'Oerica 
c,m .. a .. 41,404 ,, ,4o6 1,712 2.03 25.4 
United States 176,440 205,395 8,216 .86 21.5 

Oceania 
~alia 44,610 12,552 1 ,ol,9 J.55 42.53 

Source: Folke Devring, L.9.nd Reform: Ends and Means; A Background Study to 
t.he IDRD Policy Paper on Land Reform, M.arch 1973, pp.54-56. 
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Table 3: RURAL POPULATION aRowrH BY REGION 

Annual Percentage Rate 
1950-1960 

TOI'AL 1.9 -
Latin .America 1.4 

~ 

Far East 1. 8 

Near East 1.B 

Afric'l ., . 4 

Source: Kingsley Davis, World Urbanization, 
1950-1970, Vol. I, 1969 

1960-1970 

2. 1 -
1.5 

2 .1 

1. B 

?.~ 

-• 

• 
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~: CRCPLAND Di RELATION TO PCPULATION BY COUNTRIES 

Hectares of cro~land per 
Cropland Total Agricultural person o.'..: : 

Country hectares population population Total Ag 'icultural 
10()() •ooo •ooo population p"pulation 

Ash 
~in11., MaL-u,.nd 110, JOO 850,4o6 568, 9?1 • 13 • 19 

" Taiwan 867 14,520 6,171 .06 • 14 
Japan 5,510 103,540 21,329 .05 .26 
Korea, North 1,894 1 J,674 7,275 • 14 .26 

" South 2,311 32,422 17,)00 ,07 • 13 
Burma 18,941 27,584 17,570 .69 1.08 
Indooesia 18,000 119,913 BJ,?30 . 15 .22 
Malayaia 3,524 10,931 6,176 .J2 .57 
Pb1Uppine11 8,977 38,493 26,752 .2) ,)4 
Thailand 11 ,4, 5 35,814 27,398 .32 .42 
Vietnam, North 2,018 20,757 16,108 .10 . 1) 

" South 2,918 18,332 1 J,620 .16 .21 
Bangladeah 9,500 71,000 60·,000 ,13 • 16 
India 164,61 O 550,376 37-2,605 .JO .44 

. Nepal 2,090 1.1 ,040 1o,112 .19 , 21 
Pakiatan 24,000 60,000 35,000 .Lo .69 

Africa 
~la 900 5,501 3, 568 .16 .25 

Ghana 2,835 8,832 4,840 .29 .59 
Ivory Cout 8,859 4,916 3,986 1.80 2.22 
Nigeria 21,795 76,795 45,423 ,32 .48 
Rwanda 704 3,609 3,277 .20 • 21 
Uganda 4,888 8,549 7,342 .51 .67 
Zaire 7,200 17,493 13,701 .41 .53 

Latin America 
Cuba 3,">85 8,407 2,755 .43 1.)0 • Guate111al1t. 1,498 5, ,so 3,?46 .29 .46 
Haiti 370 4,867 3,754 .08 • 10 
Mexico 23,817 50,670 23,617 .47 1 .01 
Puerlo Rico ?)6 2,784 387 .09 .61 
Argentina 26,028 24,353 3,704 1 .07 1.03 
Bolivia 3,091 4,931 2,873 .63 1 .08 
Brazil 29, 76o 93,565 40,869 .3:> .73 
Chile 4,632 9,780 2,484 .47 1.86 
Colombia 5,258 21,117 9,541 .25 .55 
Peru 2,843 13,5~ 6,189 . 2, .46 
Uruguay 1,947 2,886 482 .67 4.04 
Venezuela 5,214 10,997 2,887 .47 1.81 

~ y 14,930 SJ,667 9,7)5 .28 1 ,53 
Portuglll 4,370 9,630 3,523 ,45 1.24 
Sp,iin 20,601 33,290 11,222 .62 1.84 
Yugoslavia 8,205 20,527 9,651 ,40 .85 
Hungary 5,594 10,310 2,484 .54 2.25 
Poland 15,326 32,805 9,940 .47 1.54 
Romania 10,512 20,253 10,503 .52 1.00 
u.s.s.R. 232,809 242,768 77,322 ,96 3.01 
Den11111rk 2,678 4,921 S9S .54 4.So 
Germany, Weat 8,075 61,682 3,514 .13 2.30 

" Enst 4,806 17,257 2,133 .28 2.25 
Sweden 3,053 8,046 7S4 ,38 4.05 
United Kingdon 7,261 SS,711 1 ,S4o .13 4. 71 

Norlh "-'"eric1t. 
c .. n ... a ... 4),404 21,406 1,712 2.03 25.4 
United States 176,440 205,395 8,216 .86 21,5 

OceAni" 
~alia 44,610 12,552 1,0119 J.5S 42.5) 

Source: Folke Devring, Land Reronn: F.nds and Means; A Dackgrow1d Study to 
t.he IDRD Policy Paper on Land Reform, March 1973, pp.S4-56, 
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Table 4: awPPED AREA AND PRODUGrION TRENDS BY REOIC.S 

1953/,5-1962/63 1961/63-1969/71 
Avera~ Annual Growth Rate 

Production Area l>i=oduction Area 

All Regions 2.8 1.9 2.8 , .4 

Latin America 3.1 1.8 2.9 2.; 
F.11r &at :? • ; , • 9 ?.8 , . , 
'Near F.aat 3.8 2.? 2.7 1.1 

Africa 3,0 ,. 7 2.6 , • 2 
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Table 5: FAR EAST AGRICULTURAt LABCR FCRCE AND PRODUCTION, 1970 

Agri- Net agri-
cultural cultural Output 
workers produc- per 

Country per Indices tion Indices worker Indices 
100 ha per ha 

Japan Japan Jap.9.I1 
• ·100 -us$ •. 100 US$ •· 100 

Burma 48 ?.5 71 9 148 37 

Ceylon 107 56 ?86 38 ?.66 67 

Indi'l 9? 48 115 ,5 150 38 

Indonesia ?24 117 ~·83 37 , ?6 32 

Laos 153 80 119 16 75 19 

Khmer Repu.blic 75 39 146 19 194 49 

Korea, ::tep. of 261 136 440 58 169 43 

M~laysil3 74 39 366 48 492 124 

Nepal ?29 119 ?20 '-9 96 24 

Pakistan 101 53 218 29 215 54 

Philippines 113 59 178 23 158 40 

ThRil.'lnd 119 6? 179 23 150 38 

Vietnam, !lep. of ?4~ 126 241 32 100 25 

Average 101 54 21 155 39 

Jap,in 19" 100 76?. 100 397 100 

Sources: Column 1: International Labor Office, Labor force projeci~ions. 
Pt. 1-V, Geneva, 1971. 

Colunns 3 and 5: FAQ: Canpiled from valu~ of output calculated 
for the agricultural production index. 
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Table 6: DISTRIBurIOO OF HOLDINOO BY SIZE AND PmCEN'l,'AOE 
OF TarAL HOLDINOO; DISTRIBUTION OF HOLDINGS 

BY PERCENTAGE OF LAND AND CROPLAND 

Number of holdings All land 
Size distribution Percentage in holding 

(millicne) dist:i:-1.bution % 

Under 1 ha 53.9 38.9 1.1 
1 h~ end under 2 26.55 19.? ,. 7 
2 h~ And under 5 ?8. 7 3 20.7 4.0 
5 ha snd under 10 13. 24 9.6 4.2 

10 ha and undEr ?O 7.27 5.2 4.4 
20 ha and under 50 4.40 3.? 5.8 ,o ha and under 100 1.97 , .4 5.8 

100 ha and under 200 , .40 1.0 6.6 
200 he and under 500 0.67 0.48 8.6 
500 M and under 1 000 0.23 o. 16 6.5 

, 'JOO ha and aver 0.2) 0.16 51.3 

Total 138. 59 100.00 100. 00 

Source: FAO, ReWrt on the 1960 World Census of .Agriculture, V, 
Rme, 19 1, pp. 34-36. 

Cropland 
in holding 

% 

3.4 
5.3 

12 .0 
11.S 
1 o. 7 
11.8 
9.8 

, , . 0 
, 1.5 
5.9 
7., 

100.00 
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Table 7: DISTRIDt1rION OF HOLDINGS .ABOVE ONE HECTARE BY SIZE AND AREA 

1-5 ha 5-50 ha 50 ha 
J Hoidings ~ Area '.l Holdings '.l Area ~ Ho!dings J Area 

Europe 50 1·3.0 47 .4 52.3 2.4 34.7 
l 

Ncrth & Central 
America 2).4 0.5 39.4 8.0 37 .2 91. 5 

South America 36.4 1.0 45.5 8.5 17 .8 90.5 

Asia 78.2 40.7 21.6 50.2 0.2 9. 1 

·Africa 73.' 3.7 ?3.7 6.3 3. 1 90.0 

Oceanb 5.5 27.7 0.5 66.0 99.5 
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Table 8: DISTRmUTIOO OF HOLDINGS ABOVE ONE HECTARE 
BY SIZE AND AREA - SOUl'H AMmICA 

~ha I Hoi-ge I Area 
~,o ha 

J Hoi---gs t Area 
50 ha 

J Ho!a:ings J Area 

Ar·gentin& 14.9 0.1 38., 2.4 46.6 91., 
Brazil 28.1 1.0 ,2.6 ,2.8 20.3 86.2 

Chile 37. 7 o. 7 30.3 ,.2 32.0 94.1 

Colanbia ,0.3 4.1 40.6 10.1 9.1 85.8 

Pr.ragu1t.y 43.5 1.1 51.0 . 6.6 6.5 92.3 

?eru 73.8 4. 2 22.9 8.0 3.3 87.8 

Uruguay 14. 7 0.2 49.2 4.6 )6.1 95.2 

Venezuela 36.J 1.3 42.9 6.7 20.8 92.0 
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Table 9: GONCENTRATION OF LA.ND OWNmSHIP 
IN SELECTED COUNTRIES 

High Concentration Medium Concentration Low Concentration 

Argentini\ Austria Belgium 

Brazil India Canada 

Colombia Iran China (Taiwan) 

Irllq Ireland Denmark 

Peiru Italy Germany 

• Spain Net.herlands Greece 

Uruguay Norway Japan 
' 

Venezuela Pakietan Philippines 

Turkey Sweden 

U.A.R. Yugoslavia 

U.K. 

U.S.A. 
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Table 10: 
,; 

TENANCY AND SHARECROPPING IN SELECTED COIDfl'RIES-

AsiP. 

Irdia. 
Indone:;ia 
:1a1 ~:va; Fed. of 
P:okistan l/ 
Philippines 
Vietnam, Rep. of 

Tot~l 

Near East & North Africa 

Iran 
Tunisia 
u. ·" .n. 

Total 

I.a.tin America and Caribbean 

Dominican R.e-pl1hlic 
Guatemala 
Nicaragua 
Trinidad .~ T ,bago 
Chile 
Colombia 

Total 

Renting & Sharecropping 
as percent of total 

'N,unber of 
Farms 2/ Fannland 

% - % 

21. 3 
35,9 
31.? 
43.4 
54.J 
10.1 

33,0 

66.7 
23.3 
62. 1 

61.1 

28.9 
22.4 
26.3 
49.5 
49,3 
31. 5 

31.4 

n. a.. 
25.9 
15. 7 
S?.O 
40.4 
70.0 
~/ 
45.7-

73,4 
32.0 
57.2 

6?.6 

n.a. 
16.6 
n.a. 
32.8 
24.4 
1 3. 5 
-4; 
19. ,-

Number of Renters and 
Sharecrc pper s 3/ 

'000 

13,350 
4,392 

141 
5,271 
, , 176 
1,334 

?5,664 

1,253 
76 

1,020 

2,349 

129 
93 
n 
18 

128 
381 

776 

1 .1 n~t"' refer to l/!ltest available year in 1960 1 s and therefore do not reflect 
lqnd refonn action, on the one :1and and changes in the work force on the other. 

?/ Includes holdings operated under more than one tenure form (21.8%). 
3/ Includes both PR.kista.n ar.d 3~r.g1adesh. 
u/ I~dia, Dominir.an Republic and Nicaragua are excluded, due to lac~ of data. 

SourcP.: Report on the 1960 World CP.nsus o~ hgriculture, Vol. 5, FAO, Rane, 1971, 
pp.9?-97. 
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LANDLESS FARM wrnKERS IN SELECTED COUNTR~ 

Numt,er of land- Landless workers Active agricultural 
less workers as% of active population as% of 

population in total active popu-
agriculture latim 

'000 % ' % 

Asia 

India 70,000 I.a 68 
I ndonesia., 1 5,673 20 70 
Pakistan .:!.1 8,013 29 70 

e3,686 41 68 

//J.ddle EAst & North Afric'3. 

Iran 903 25 46 
"tl .A. R. 1,865 38 55 
Algerh. 1,099 60 56 
:foro cc c 484 19 61 
Tunisi~ 210 20 ~ 

4,561 33 58 

T~tin America & Caribbean 

Costa Rica 122 53 45 
Dominican Republic 179 25 61 
ifonduras 138 27 67 
Jamaica 72 41 27 
Mexico (1970) 2,499 49 39 
1~icaragua ( 1971 ) 101 43 47 
Argentina 694 51 15 
Chile (1971) 378 66 28 
Colombia 1,158 42 45 
Ecuador 391 39 54 
Peru 557 30 46 
Uruguay 99 55 17 
BrAzil 3,237 26 44 
Venesuela 287 .TI ?6 

9,912 39 

! / Ur.less otherwise indicated, data re~er to latest year available in 1960 1 s and 
thus do not reflect recent refom actions on the one hand, and changes in the 
work force, on the other. 

2/ Estimated from a number of unverifiable sources. 
J/ Includes p,pulation now belonging to Bangladesh. 

Source: Unless otherwise specified, data presented here are estimated from ILO 
Year Book of Labor Statistics, 1971, pp. 43-294, and 1972, pp. 44-301. 

• 
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ANNEX II 

EXPERIENCES WITH LAND REFORM 

1. The following summaries illustrate selected country experience in 
land reform over the last three decades. Their inclusion in this policy 
paper should not be taken as indicative of Bank judgement on what does or 
does not constitute land refonn, nor should the statements be regarded as 
definitive. Land reform is a complex process in which several socio-economic 
variables are changed more or less simultaneously. In most cases, the 
evidence is inadequate to allow identification of causal relationships between 
reform measures on the one hand and production, income, and social effects on 
the other, even though it is often feasible to trace correlations, such as 
that between land distribution and a rise in productivity.· 

TAIWAN 

2. 'taiwan' s land ref om program. was implemented in three steps. A 
reduction of rents in 1949 was followed by the sale of public lands. A 
land-to-the-tiller program completed the refonn in 1953. The proportion of 
cultivated land under tenancy leases ·~as reduced from 41 to 16 percent, while 
the proportion of farm families owning all land under their cultivation 
i ncreased from 33 to 59 percent. On the land remaining under tenancy culti
vatioh, written and secure leases were arranged at much reduced rental rates. 

3. Following the refonn, the productivity of agriculture has increased, 
income distribution has become more even, and rural and social stability have 
been enhanced. Land productivity is highest on holdings below 0.5 hectare. 
The -share of total agricultural income that is consumed has increased only 
moderately, leaving intact enough income to achieve a fairly high agricultural 
savings rate. 

4. The smooth implementation of the reform program in Taiwan was due to 
a stable socio-political climate and the many complementary development 
measures taken before and during the reform. The existence of a thorough 
cad,3.stral survey, good agricultural research and extension services, a vast 
expansion of publicly sponsored farm credit during the reform period, and a 
gra.q.ually increasing involvement of tenant farmers in the administration of 
the program, all contributed to success. 

KOREA 

5. Land refonn in South Korea after the Second World War consisted of 
a redistribution in 1948 of Japanese property confiscated by the military 
authorities and between 1950 and 1953 of land in excess of a ceiling of 
3 hectares on Korean holdings. The terms of sale were similarly generous 
towards the buyer in both cases. Some 1.4 million acres (25 percent of the 
total fannland) were distributed to 1.6 million farmers (approximately 
70 percent of all farmers). 

-51-
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6. It has been estimated that before the reform 19 percent of the fanners 
owned 90 percent of the land, and more than 50 percent of the farmers were 
landless tenants. Afterwards, 50 percent of the fanners owned all 'the land 
on which they worked and JO percent at least half of it, while only 7 percent 
remained landless. Considerable socio-political stability has been achieved, 
together with some income redistribution in favor of poorer rural families and 
urban workers; but inadequate provision of complementary inputs and unfavorable 
terms of trade to the agricultural sector, as well as insufficient consolidation 
of scattered holdings, have reduced the potential production benefits of the 
reform. 

JAPAN 

7. The first Japanese land reform program, in 1868, laid the groundwork 
for Japan's social and economic transformation. The peasantry was freed from 
bondage, the power of the feudal lords to collect taxes from landowners was 
broken, and pr:Lvate land ownership was reinforced for the purpose of cash 
taxation by the central government. Supplementary programs for infrastructure 
:un.provement, training and extension, credit services, and promotion of farm 
cheinicals and new crop varieties, were pushed on a large scale. Labor 
intensity and land productivity rose quickly, with the result that the 
agricultural sector could provide savings, cheap food, and surplus labor to 
the :mdustrial sector. The first reform did little, however, to distribute 
property ownership or reduce income inequality--rather it strengthened the 
land-owners class. 

8. Subsequent to the first reform the tenancy problem grew gradually 
worse.. Large numbers of smallholders lost their property in the agricultural 
depression at the turn of the century, partly because of heavy land taxes. In 
the late 1940s a second land reform prograJll was executed. Owners had to sell 
all land in exce~s of about one hectare to the government at confiscatory prices. 
The former tenants were given property rights at an extremely low real cost, 
which resulted in a thorough restructuring of rural society. 

9. The second reform resulted in greater equity, and may also have 
removed a constraint on the growth of Japanese agriculture. The economic 
effects were not as enormous as those associated with the first refonn. Land 
productivity did increase after 1947, but some observers regard this as 
essentially a continuation of a long-term trend (1895-1939) started by the 
first reform. 

10. The second reform worsened, however, the problems of fragmentation 
and undersized fanns. At the t:im.e of the reform, the tenancy problem had 
already been relieved through reduction of excess rural population by the war 
and absorption into industry. The landlords who were forced to sell excess 
property were mostly smallholders themselves. Two-thirds of the owners were 
required to sell less than one hectare, and only six percent more than five 
hectares. Although the reform increased income equality among farmers, it 
hampered equalization of rural ani urban incomes. Part-t:im.e work outside 
the farm is an outlet, but the fa.:'."Illers concerned are often limited to low-

• 
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skilled work. Rural incomes have, therefore, lagged behind, price · supports 
notwithstanding. An attempt to create larger fanning units through cooperatives 
has had little effect. Agricultural policy is now aimed at, among other 
objectives, an increase of farm income through diversification into horticulture 
and animal husbandry. 

INDIA 

11. Land reform in India, pursued since 1950-51, is largely controlled by 
the individual state governments, with the result that policies and their 
implementation vary widely. The four major types of reform have been: 
(i) the abolition of the zamindar:il/ system; (ii) tenancy reform designed to 
give the right of purchase to the tenant and improve security of tenure; 
(iii) ceilings on land ownership and distribution of surplus; and (iv) consoli
dation of fragmented holdings. 

12. By 1961, the intermediary rent and tax collectors, most important of 
whom were the zamindari, had been abolished. Since tenants continue to pay 
revenue directly to the government, their economic position has not been 
greatly improved. The abolition of the zamindari system involved 173 mill:lon 
acres, more than huf of the area occupied by holdings. A total of Rs.4.)5 
billion was paid in compensation, mainly in the form of bonds. 

13. Under the tenancy reforms, three million tenants, sub-tenants, and 
share-croppers had by 1951 acquired ownership under purchase agreements of 
seven million acres. Security of tenure appears in general to have worsened, 
however. Landowners have been pennitted to resume land above legal ceilings 
for personal cultivation, and the growth in unreported casual tenancy and 
share agreements, though in:iJnical to productivity, has allowed landowners to 
escape the reforms. 

14. Under the ceilings legislation, approximately two million acres have 
been taken over by the government in order to settle tenants and landless 
laborers. A further 4.2 million acres were formally pledged to the Bhoodan 

(gi·!t) movement, but most of the donated parcels are still in the hands of 
the donors. Only about 1 million acres out of all granted land have actually 
been given to landless laborers. 

15. Consolidation of land parcels has been more success.ful and has 
resulted in a rationalization of holdings covering 69 million acres. It 
appears to have contributed to a growth in productivity in the northern 
states of Punjab, Utter Pradesh, and Haryana. 

16. It is presently well rec,Jgnized in India that the reform measures 
dealing with security of tenure ahd acreage ceilings are only partially 
enforced and that many of the state legislatures are not anxious to have such 

1./ The zallli.ndari were revenue-collectors during the Moghul period. Under 
the British, they gradual.J.y turned into powerful landlords. · 
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radical land reform. It is difficult to see how even a more radical land 
refonn could accommodate the greatly increased population projected for the 
future; still, there appears to be scope for some distribution which will 
also assist agricultural production. One possible improvement would be the 
elimination of casual tenancies; short-tenn tenants and share-croppers in 
India have limited access to credit and inputs because of their doubtful 
tenure. A large extension of credit at reasonable terms, together with 
accessible marketing channels to small farms in general, and particularly to 
tenants with secure leases, are required. Provision of these facilities is 
as essential as further land distribution for attaining the income equity 
and productivity objectives of India's land refonn, and is likely to present 
fewer problems. 

17. Iran's land reform started in 1962. Before the reform, 56 percent 
of the holdings, covering 62 percent of the area under cultivation, were 
rented. Tenants were rotated annually, a practice which hampered agricultural 
investment and caused exploitative use of the soil. The largest estates 
occupied relatively more fertile lands, and owners were often absentee-landlords 
who contributed little to agricultural production. 

18. Former landowners were partly compensated upon expropriation by cash 
payment, from 10 to 20 percent of the estimated value of their holdings, with 
the balance paid in bonds in annual instalments. The beneficiaries were to 
repay the government the expropriation price plus 10 percent to cover 
administrative charges. As these payments fell behind, the Central Bank 
fu.nde4 the difference. The costs to the government were limited to those 
incurred in carrying over the acquisition costs to the time of final 
reimbursement. 

19. During the first stage of the reform, land ownership was limited to 
a maximum of one village per owner. Excess land was expropriated and distributed 
to the tenants. In the second stage, the limit of one village was reduced 
further to plots of 20-100 hectares (depending on the nature and locution of 
the land). Th~ landlord had five options for the area in excess of the 
maximum allowed to him, to witL (i) leasing to the tanants for 30 years; 
(ii) selling to the tenants; (iii) purchasing the tenants' rights; (iv) dividing 
the land with the tenants in the same ratio as the customary crop-sharing; and 
(v) forming an agricultural unit for joint operation by the owner and the tenants. 

20. The third and final stage of the reform, which was practically 
in 1971, aimed at conversion of all 30-year leases into smallholdings. 
all of Iran's S0,000 villages have undergone land reform and more than 
million families have received land. 

completed 
Virtually 

three 

21. Although agricultural output increased by a total of 18 percent in the 
first five years of the reforms, it is believed that the land reform program 
on balance had adv,erse short run effects on output. It created uncertainty 

• 
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which discouraged investment in improvements; there was also considerable 
interference with the nonnal flow of irrigation water from streams and storae8 
places still controlled by landlords. 

22. The reform favored tenants and sharecroppers insofar as it conferred 
ownership on them or enhanced their security of tenure. Because they were 
based on the existing distribution of holdings, the reforms did not assist 
those who were landless. Continuation of the existing inequities of land 
distribution was regarded as one of the costs of ensuring a speedy enactment 
of the reform. 

2). The ownership and tenancy reforms have been complemented by rural 
cooperatives, credit and extension services, and increased supply of quality 
seeds and fertilizers. Many measures were set up in a somewhat improvised 
fashion. The early accomplishments of the credit program were striking; 
total lending by the Agricultural Bank tripled between 1960 and 196S, but 
this growth levelled off after 1966. 

MOROCCO 

24. Morocco I s land tenure problems in the traditional sector diff'er 
f rom those in the relatively modern sector. Of the S.J million hectares of 
total agricllltural land, 3.9 million hectares are in the modern sector. 
Almost 90 percent of the land in the traditional sector is privately owned, 
while the rem.ti.nder is owned collectively according to tribal rights. Of 
the privately owned land in this sector, approximately 4S percent is farmed 
under sharecropping arrangements. The average farm size is 1.4 hectares . 
In contrast, most of the land in the modern sector is cultivated in large 
units, of which approximately SJ percent is owned by Moroccans and 32 percent 
by foreigners, while 16 percent is owned and cultivated by the state. 

2.5. .lpart from the acquisition of land by the state from foreigners, 
there has not been as much progress on land reform as is desirable. There 
are two reasons for this: (a) re-distribution of moderately efficient large 
farms in the modern sector into small farm units., without adequate implementat
ion of supplementary measves., would reduce sorely needed revenue and foreign 
exchange; and (b) consolidation of holdings in the traditional sector would 
solidify farm units or inadequate size. Agricultural policy., therefore., 
stre•ses measures for the aodernization of agriculture, including the expansion 
of undersized farm lJilits., rather than re-distribution of large state holdings. 
The basic problems are that Islamic inheritance law would have to be alte::-ed 
in order to prevent :f'urther fragmentation., and decisions would have to be' made 
concerning minimum farm size which requires a choice between an elite of medium 
farmers or an even distribution of smallholders in sub-economic units. 

26. By 1972., about 180.,000 hectares had been distributed to 11.,000 
beneficiaries. out of the total area of 900.,000 hectares that were owned by 
foreigners in 1956., 300.,000 hectares have been transferred to Moroccan owners, 
Qrten in large block8., by private sales. The government ·distributed 31,000 
hectares to small farmers and an additional 2.50.,000 hectares., -which were 
recovered by the government between 1963 and 196.5., became state farms. Since 
1966 some of these farms have been resold to the landless or smallholders in 
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plots that provide a minimum famiiy income of at least DH 4000 (equal.· 
Us$792 at the rate of exchange prior to December 1971). The purchase~gwere 
required to.form cooperatives to run their small plots jointly as viable 
economic UIUts. 

270 The distribution program was carried out with popular approval and 
met with success. Most cooperatives have achieved satisfactory yields and many 
have introduced new crops. The size of the reform is very limited, however, as 
only one percent of the landless and owners of less than two hectares have 
benefited. It is planned to redistribute another 400.,000 hectares between 1974 
and 1977 o While it is a heavy administrative task, this distribution will still 
only benefit 15 percent of the increment in poor rural households during this 
period. 

YUGOSLAVIA 

28. The first land reform in Yugoslavia was undertaken in 191 9. In the 
south and west, bondage was abolished, and the tenants of the Turlci.sh land
owners received ownership rights. In the north, the size of the large estates 
was reduced., but the former landowners were allowed to retain rather large 
holdings. The implementation took two decades, and resulted in a transfer of 
ownership of almost 25 percent of the farmland to more than 33 percent of the 
peasants. 

29. The second land reform started in 1945., when all large estates, all 
land in excess of 25-35 hectares per farm, an:l the farm property of Germans 
and other aliens, were expropriated. Half of the seized land was distributed 
to the poor and landless., while the other half was retained as state property. 
The state and collective farms created in the late 1940 1s along Soviet lines 
expanded to approximately 25 percent of the total cropland. Collective farms 
were allowed to disband after 1952., however, and by 1956 they accounted for 
only about 10 percent of all land under cultivation. 

30. Aside from the socialist sector, the private sector of individual 
owners who cultivate their own land remains im.portant., . and vast tracts of 
mountain pastures are still under traditional., ·collective forms of usage. In 
1953, a ceiling or 10 hectares of arable land or its equivalent was imposed on 
private holdings. The average holding in the private sector is now only 3.9 
hectares. The socialist sector includes state farms, producer cooperatives, 
and general cooperatives. The kombinats., which resemble the worker-managed 
industrial firms, form the largest and fastest growing socialist element., 
whereas the producer cooperatives have declined. Tbe general cooperatives are 
mainly associations for joint input purchases., equipment use, am output 
sales, and have expanded to about 40 percent of all smallholdings. 

31. The socialist sector is reportedly the most productive. This is 
related to the location of holdings on the better soils and its priority 
treatment in the allocation of inputs such as fertilizers, machinery, and ex
pertise. However, the bulk of agricultural output still originates from the 
large group of small farms, consisting of· both the cooperatives and the farms 
outside the socialist sector. The reforms have resulted in a sizeable redistri
bution of rural income and an incease in peasant participation in rural 
decision-making., particularly since the mid-19SOs. 

.. 
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32. Land reform was initiated in Keeya by the colonial ad.ministration 
:kn 19.54 and expanded by the goverllJl8Ilt after independence in 1963. The reform 
aimed at solving several problems at the same time. These included (i) adju
dication and consolidation of holdings under cultivation by African farmers; 
(ii) resettlement of A.f'rican farmers on the large farms previously owned by 
Europeans; (iii) promotion of cash cropping and dairying., and increased 
production for the market; and (iv) diversification of export output. More 
than one million acres of land formerly cultivated by Europeans was opened 
up to Keeyan smallholders., and the rights to about seven million acres were 
adjudicated and consolidated. 

33. The implementation and results of the reforms have been quite 
successful., notwithstanding political friction and a lack of qualified 
personnel. An active extension program. has enabled smallholders to increase 
the production of cotfee.,pyrethrum., maize., llheat., dairy products., and beef. 
The economic benefits of the adj'tdication and consolidation of holdings at a 
cost of~ .5-.50 per family seem to have been greater than the resettlement 
on large farms at a cost of~ 7.50 per family. Socially, the reforms have 
created a class of prosperous smallholders. In particular those that were 
already relatively well-to-do have profited., while the poorest smallholders 
and nomads have benefited much less from ~e reformo It was estimated. in 
• 973 that approximately 25 percent of all 'smallholdings were less than one 
hectare and about .50 percent less than two hectares., occupying aitogether 
less than four percent of total arable land. The landless amount to 
approximately 16 percent of the rural population. 

MEXICO 

34. Having its roots in the revolution of 1910-1.5, the agrarian reform 
in Mexico created village groups (ejidos) with usufruct rights to land. Most 
of the ejidos were formed in the late 1930s and have been operated on an 
individual rather than collective basis by the ejidatarios. There were 
1 • .5 million ejidatarios in 1960., holding 43 percent of all cropland. Their 
holdings averaged nearly 30 hectares, of which about seven hecta.re;were 
arable. Tllese primary beneficiaries of the reform represented 53 percent of a]l 
farmers anii 26 percent of the rural labor force. Some three million landless 
rural workers remain and, despite the considerable concentration of ownership 
that persists in the private sector, 1976 has been planned a s a terminal year 
for land reform. 

35. Total ejido production grew very slowly during the first decade 
of their establishment. Since then the ejidos have increased output about 
as fast as has the private sector. Incomes to the ejidatarios are almost 
certainly better than would have been the case without reform, but there 
are substantial regional differences in natural resource endo~nnent ~nd 
extent of public investment in complementary infrastructure.. More .such 
investment and a mechanism for selective consolidation of small upland 
lots will be required to ensure a successful distributional impact for 
many ejidos. 
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36, Following the land redistribution during the intcrwar period, 
the concentration of land ownership increased again between 1940 and 1960. 
Since then, the concentration may have fallen back as a result of the 
distribution of another 35 million hectares during the last decade. Also, 
the income distribution is still skewed. In 1967-68, 50 percent of the 
farmers earned only 20 percent of all farm income (including personal 
income from sources other than agriculture). Among ejidatario~, income 
is more evency distributed. While the top 10 percent of private farmers 
receive 6o percent of all private farm income, the top 20 percent of the 
ejidatarios account for only 45 percent of all ejido income. 

PERU 
~ Between the start of land reform in 1963 and 1972, a total of 
4,7 million hectares have been expropriated. Over 100,000 families have been 
settled on 2.8 million hectares of this area. Expropriated lands that have 
not yet been resettled continue to be operated under direct government 
supervision until a cooperative or SAIS farm organization (see below) has 
been formed, to which the land title is then transferred. Despite the 
priority given by the government, implementation is well behind schedule. 
The target for the current five year plan is to expropriate 26,200 farm 
units containing 12,7 million hectares, and to redistribute these to some 
332,000 families. In 1972, about three-quarters of the target area still 
remained to be expropriated and reallocated before the end of the five year 
plan in 1975. · 

38. The agrarian reform law of 1964 concentrated on redistribution 
of inefficiently managed lati.fundia in the Sierra. Well managed productive 
units were exempted. The more .fundamental reform law of 1969 was the basis 
for the expropriation of the large, productive and profitable sugar comple~~es 
of the north coast. 

39. Four different categories of farm organizations can receive 
redistributed land, ·but the bulk has been placed in the hands of agro
industrial cooperatives. Only a small number of individual farms have 
been assigned to former tenants, while in a few cases land has been added 
to the holdings of Indian communities, 

40.. A unique form of farm organization, the Sociedades Agricolas de 
Interes Social (SAIS), is the basic unit of agricultural reform in the Sierra. 
The SAIS represents an attempt to aolve the problem of providing agricultural 
and social development opportunities to the members of the traditional 
Indian Communities without jeopardizing the relatively high production and 
economies of scale attainable on expropriated haciendas. Hacienda 
production is almost entirely based on extensive grazing of mountain pastures, 
and ea:rly experiences of land distribution in the Sierra indicated a high risk 
to production if haciendas were tc .ken over as community land or subdivided i ::1 to 

\ small sheep ranches. 

41. In any attempt to meet social needs through redistributing land 
and income in the Sierra, therefore, the gl)Vernment is faced with problems 
of maintaining or raising productivity levnls attainable only through 
exploitation of scale economies. The SAIS; the proposed solution to this 
dilemma, accounted in 1972 for 10 percent of the families benefiting from 
the agrarian reform program. It can be regarded as a second-degree cooperati ve 
whose members are social bodies instead of individuals. Membership of each 
SAIS unit consists of the cooperative of the producti on unit and of the 

• 
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communities surrounding it. Each group contributes to the capital of the 
enterprise on the basis of resources, population, and economic potential; the 
share of each group is determined by the land refonn agency. Management 
of the SAIS is in the hands of professional employees. Profits are allocatod 
to each member community in relation to its share in the SAIS, and are to be 
used in community development projects involving schools, roads, power 
reticulation, and housing. In this manner, surplus manpower is given employment, 
and the rather meagre profits can be us~d in developing badly needed physical 
i nfrastructure. 

42. The debt assumed by each SAIS unit is to be repaid from profits in 
20 years following a five year grace period. Debt repayment may become an 
onerous burden on those units whose profit potential is limited by their 
physical capacity to expand livestock rrumbers and by the need to employ high 
quality technical services. Legally, the full market value of expropriated 
livestock has to be paid in cash while fixed capital is to be paid for largely 
in agrarian bonds. Financing the reform is a heavy task for the government. 

43. The land refonn program alone will not be able to solve the rural 
unemployment problem. Even if the optimistic five year plan targets are met, employment 
opportunities in agriculture will increase only from 1.32 million to 1.6 
million, while the number seeking work in agriculture will rise from 1.9 
million to 2.1 million. There are nearly 800,000 families with insufficient 
land to provide adequate subsistence which are eligible to benefit through the 
land reform program. Even if all land which can be expropriated is redistributed, 
however, about 500,000 families, mostly in the Sierra, will still lack a 
minimum subsistence land holding. 
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