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In what ways might much of third world agriculture differ from the agricultural system

in the developed world and, what implications might these differences have for

agricultural policy in the third world?
The debate over the vast disparities between developed and developing countries, as well as the ultimate processes which foster growth to mitigate the effects of this inequality, has been the subject of much polemical literature. What is certain, however, is the important role of agriculture in general economic development.

New development economists are adamant that despite early emphasis on industrialization through import substitution, the theology of the development process has emphasised that agricultural progress is an essential contributor to the productive capacity of an economy. In Leading Issues in Economic Development, Simon Kuznets (1965 quoted in Gerald Meier 1992, p 397) acknowledges the important role of the agricultural sector as “providing a market contribution to economic growth.” 

For Johnson and Mellor (1969) agriculture played five key roles in development: (1) to supply cheap foodstuffs and raw materials for the industrial sector; (2) to earn revenue through foreign exchange; (3) to allow the release of labour which provides the workforce for the industrial sector; (4) to expand the domestic market for the industrial sector; and, (5) to increase domestic savings to be used to finance industrial expansion.

On the basis of this analysis, this article will examine the fundamental differences between agricultural systems in the developed and developing world, and then attempt to answer the following pertinent questions: Why have these systems (notably in Asia, Africa, and Latin America) been adopted and maintained? And, what institutional changes and policy responses would be needed to induce agricultural development?

The juxtaposition of agrarian systems in developed and developing countries produces unending dissimilarities. Todaro (2000) acknowledges two kinds of world agriculture. The first is the highly efficient agriculture of developed countries with high output per head and the second is the inefficient, low-productive agriculture of developing countries. Figures produced by the USDA (2005) reveal that agricultural output in some developing countries could be up to fifty times as much as that produced in the least developing countries.

Indeed, historical examples such as China have shown that in order for development to occur, substantial investment and restructuring of the agricultural sector— rural infrastructure in particular—is essential. They highlight the importance of improvements in communication and transportation networks for market access; of production technology that aid in producing higher yields; and, of credit and educational institutions.

However, these approaches have not been easily adopted in many parts of the developing world. Agriculture is far more complex for historical and geographical reasons. One reason is colonialism, which has produced a “dichotomous production structure” (in which land was unevenly distributed) that continued into the modern era. This occurred in Latin America in what is known as the Latifundio-Minifundio system.

Under this system, the wealthy majority owned Latifundios, or large land holdings, and the peasant minority operated Minifundios, or small plots. Todaro (2000) points out, for example, that in 1960, Latifundios comprised less than 7 percent but occupied 82 percent of the agricultural land. At the turn of the millennium, the situation has virtually remained the same in some Latin American counties. USAid (2000) has noted that for instance, in Guatemala, twenty families control almost all of the agriculture and industry. Of the 2.5 million people who work in agricultural industry, less than 2 percent own at least 65 percent of the land and resources. Further, 78 percent of all farms are less than 3.5 hectares and make up just only 10 percent of the land. 


Developing countries are also victims of physical geography. Sachs (2000, p 12) contends “given the varied political, economic, and social histories of regions around the world, it must be more than coincidence that almost all of the tropics remain underdeveloped at the start of the 21st century.” 

Sachs (2002) observes that around 93 percent of the combined population of the thirty countries with the highest incomes lives in temperate zones. And by contrast, thirty-nine tropical or desert societies help make up the forty-two Highly Indebted Poor Countries (HIPC). Thus, there is a clear link between geographical proximity and food insecurity. Countries which fall within tropical eco-zones continually face problems of unreliable rainfall, flooding, poor soil, pestilence, and disease. Recent droughts in Somalia, Kenya, Djibouti, and Ethiopia have resulted in acute food shortages and endangered the livelihood of millions of people. 

Although history and geography play a role in the underdevelopment process, another underlying tension are the deeply rooted political problems in an under developed society. Most of the least developing countries have three main characteristics: (1) rampant and omnipresent corruption; (2) failure to invest in the local agricultural sector; and, (3) failure to adopt fundamental policies which increase food security and agricultural productivity.

 Multinational Corporations have taken advantage of the laxly enforced laws and poor policies implemented by governments in developing countries. These are large and powerful companies with a stronghold on the agricultural commodity chains on both the input and output sides. Small-scale farmers are therefore unable to afford the expensive inputs because of the high prices set by these companies.

Furthermore, some governments have allowed the export dumping of food surpluses from developed countries into local markets.  This practice significantly drives down world market prices and destroys domestic markets. Local farmers constantly struggle to compete in a market that is flooded with heavily subsidized goods.

Even further, the World Bank and the International Monetary Fund have imposed structural adjustment programs on some developing countries which in turn has heightened the proclivity of those countries to produce cash crops i.e. crops grown mainly for exporting, in order to repay substantial debts. 


Land reform is still a burning issue in many developing countries as it signifies the redistribution of land to the landless whether by rental or ownership tenures. As we have observed from the example of Guatemala detailed earlier in this article, land reform policies are slowly implemented and/or have never been made a very high priority by developing governments. The lack of secure property rights often deny farmers the opportunity to obtain collateral for loans which may be used to purchase seed, fertilizers, and more high tech machinery. Hernando De Soto (2005) contends that it is the complexity of the property systems in these countries that ostracizes the poor. He found for example, that if a squatter wanted to acquire the legal title to his or her property, it would take at least thirteen years in the Philippines, over eleven years in Haiti, and six years or more in Egypt. These drawbacks have given some rationality to the peasant economy. The peasant economy involves the small family-oriented landholdings that maintain the use of simple traditional methods. This obduracy to change is often due to the lack of financial resources for technological improvements and the need to achieve subsistence continually.

Stiglitz (1974), for example, claimed that while the logic behind sharecropping seems ambiguous and irrational, the peasants are actually acting in a purely rational manner. According to Stiglitz, sharecropping is the middle ground between the wage system and renting entirely from landlord. In theory, sharecropping is a compromise between peasant and landlord. By renting exclusively from the landlord the peasant bears the ultimate risk. On the other hand, the wage system puts little or no risk on the peasant since wages are not directly related to the landlord’s output. Stiglitz concludes that sharecropping has developed for three reasons. The first is in response to risk aversion on the part of worker. The second is the risk of non-payment by the worker when he is unable to do so and, in response to the high costs of supervising the worker.


Until recently, governments in developing countries had paid little attention to gender development. Many women were refused loans either because they lacked the legal status necessary to enter into the contract, or lacked the title to land. There was also little opportunity given to participate in extension training and other skills-training courses. Studies by Esther Boserup (1970) found that women usually contributed around 70 percent of total agricultural work by sowing and planting, weeding, and harvesting the land. In many cases, women worked double the hours of men in agricultural peak seasons. It has now been accepted that successful agricultural reform requires the complete involvement of women in every aspect of the agricultural process. In Nigeria the Women-In-Agriculture (WIA) program, set up as an essential part of each state’s Agricultural and Development Program (ADP), educates women on new agricultural techniques in order to improve productivity. Moreover, micro-credit institutions provide useful means of obtaining collateral that can be used to purchase machinery and seeds. Women in groups are able to borrow small, short –term loans without collateral securities. 

For example, the pioneering Grameen Bank (for micro-credit) in Bangladesh currently assists more than two million people, most of whom are women to obtain loans (in the first instance) of fifty dollars or less to aid in the purchase of more high-yielding seeds and more efficient production tools. 

Although much progress has been made significantly over the past two decades, a lot more still needs to done to create a more equal platform for women in agriculture. A recent FAO (2005) survey found that in sub-Saharan Africa, where men and women are roughly equal in numbers, female farmers receive only 10 percent of loans granted to small holders and less than 1 percent of the total credit advanced to the total agricultural sector.
The removal of these bottlenecks from agricultural production would translate into a potential increase in overall output. According to Lewis (1958) the marginal product of labour in agriculture is zero and the marginal product of labour in industry is higher. Thus, the crossover of labour from the agricultural sector to the industrial sector would mean that the industrial sector would rise while simultaneously the output of the agricultural sector would remain stable.

If we are to agree that the agricultural sector is the cornerstone of development and therefore the means by which to ameliorate most of the economic problems facing developing countries, then reform is needed. However, adjustment policies should cater solely to the specific situation of each developing country. Nafziger (1997) contends that application of reform strategies from developed countries would be inappropriate for third world countries. For example, technology used in developed economies would be unsuitable in developing countries because labour is cheap and capital is abundant. Thus, policy responses need to be correspondingly distinguished, with the aim of maximising benefits to society.

Initially, there must be cohesion between government and farmers to develop appropriate land reform policies and to introduce support mechanisms and integrated development objectives. Appropriate land reform policies and tenure contracts would signify impartiality and hope of economic advancement by placing decision making into the hands of the labourers. However, as Cypher and Dietz (1997) point out, land reform is not the only prerequisite for successful all inclusive reform. Rather, development of a country will be achieved through a combination education related policies. Agricultural extension services run either by co-operatives, government or NGOs) provide farmers with information and advice on marketing, pricing, and training in the use of new technologies and agricultural techniques.

 The existence of cooperatives creates an integrated economic environment with individuals who have common economic needs. A major benefit of cooperatives is the collective purchasing of machinery and other production tools, which would ordinarily be beyond the means of an individual farmer. In essence, this collective use of facilities and resources would help farmers increase productivity while minimizing costs.

 Biotechnology may be used alongside conventional agricultural practices to improve efficiency and to protect local farmers from the vagaries of weather, such as drought, flooding, and changes in temperature. Such methods have been shown in many instances to provide significant increases in overall agricultural productivity (because produce can become more sustainable to pest infestation and disease, drought, and acidic soils). In South Africa for example, a project initiated by the U.S Grains Council (USGC) and AfricaBio in 2004 demonstrated the benefits of biotech corn.

In the first season it was found that the genetically modified corn produced a higher yield than conventionally grown corn and also that it was less likely to be affected by insect damage. 

According to AfricaBio (2005), in the 2003 to 2004 season, genetically modified corn seeds and conventional corn seeds were planted at Potchafstroom (North West province) and Zuurbekom (Gauteng province) in South Africa. Plants grown at Potchafstroom that needed moisture were irrigated. Alternatively, plants grown at Zuurbekom were dependent solely on rainfall for moisture.

Table 1.  Results of field trials with BT white corn in South Africa

	Yield (bu./acre)
	Potchafstroom

(Irrigated)


	Zuurbekom

(Dryland)

	Bt
	192.93
	21.66

	Non-Bt
	142.59
	17.04

	Yield Increase
	50.34
	4.62

	
	(35%)
	(35%)

	Percent Cob damage
	
	

	Bt
	0.9%
	0.7%

	Non-Bt
	18.6%
	8.5%


Source: AFRICABIO 2005


The difficulty in obtaining credit through banks, especially for women, was discussed earlier in this article. Because banks are unwilling to lend to people without financial securities small farmers are easily exploited by private creditors who unfairly impose high interest charges. Yet by providing easy access to credit through agrarian development banks, farmers will have access to credit without excessively high interest rates


In order for a sustainable agricultural sector to be achieved in third world countries, equal focus must be given to both micro- and macro-economic policies. It has become clear that there is a need for sectoral and micro-level policies that would directly address problems of low-productivity and low technological levels in third world agricultural societies (DIFD, 2000). The need for investment in infrastructure and extension services is great. And although there is much potential from such an investment, technological innovation can be achieved only by access to credit intended for the purchase of specialized farm equipment. Moreover, government run financial institutions may make borrowing easier by subsidizing credit and reducing the cost of borrowing.

It is imperative that there is protection of local goods from low-priced imported goods, especially from countries that subsidize their own goods.


There is no one prescribed remedy to counter the situation in third world countries, especially in some African countries.  But governments must orchestrate and implement bespoke policies, which cater to a country’s specific profile that would thereby realize its productive capacity through an adaptable economy equipped for unexpected changes.
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