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PREFACE

The‘resolutlon of the agrarian question is one of the
most important tasks facing underdeveloped countries today,
How should a transformation in agriculture be brought about
and in what way should regources be extracted from agricul-
ture to help the industrialization effort, The nature of
the state and its policies are crucial in this context, Qur
work is confined to case of a developing country choosing
the capitalist path of development., We shall study the
case of Egypt under Nasser and see how the agrarian gquestion
was resolved to draw lessons for other developing countries,
The agrarian transition under study, though incomplete
in this period, reveals a variant of the '‘peasant path'’
to capitalist agriculture where the state intervened to
s;veep away the feudal hold over the countryside, Despite
the transition the agrarian question failed to be solved,
We discuss the importance of institutional changes and
economic incentives to increase production and surplus
for a meaningful contribution of agriculture towards

industrialization.

The first chapter forms the theoretical framework
of our study. It contains a review of literature related
to the agrarian transition and the agrarian guestion,

In it we discuss the paths to capitalist agriculture as
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well as the means of extraction of resources from agricul-
ture,

Chapter two analyses the changes in the countryside
preceding the Nasser period., It outlines the series of
changes which laid the basis for capitalist production
in rural Egypt starting from when land was not yet private
proper ty, it describes the changes which took place till
the injitial stages of capitalist production were found, A
discussion of the crisis caused by World War II and leading

to a halt in asgrarian growth is included.

Chapter three outlines the emerging political develop-
ments which led to the revolution and necessitated the
land reform. It mainly discusses the land reform and
relaﬁed policies and their impact on the process of peasant
differentiation and the grosth of capitalism in agriculture.
It attempts to show that the effect of state intervention
was to accelerate the process of capitalist development

in agriculture,

The fourth chapter deals with the contribution of agri-
culture to industrialization in terms of export earnings,
a supply of surplus for investment, a market for industrial
products, supply of raw material and food, and the release

of labour for industry., It discusses the role of the agrarian
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reform in making this contribution possible, Also examined
are the conditions #Enecessary for agrarian growth,the role
of institutional changes and economic incentives and resolu-
tion of the agrarian question.

Finally, an attempt is made to draw lessons from the
Egyptian experience regax;ding the role of the state and
the nature of the agrarian transition and the impor tance
of institutional changes for the resolution of the agrarian

question,

JNU, New Delhi ILA PATNAIK
the 20th July, 1989,



CHAPTER I

THE AGRARIAN TRANSITION
AND THE AGRARIAN (QUESTION



Agrarian growth and industrialization foﬁn the two
most important aspects of development. Agrarian growth,
however, 1s important not only for the removal of rural
poverty and raising the standard of living of the culti-
vators, but also for the process of industrislization, The
supply of food to feed the workers, raw materials for
agrO-baan industries, cash crops to earn foreign exchange
required for impor ting machinery, technology and raw
materials, release of labourers for industry, creation
of a rural market for manufactured goods and a transfer
of surplus to be invested in industry are scme of the ways

in which a growing agriculture can contribute to the process
of industrialization,

Looking at the historical eiperience of present day
developed countries and the role agriculture played in
industrialization, today's developing countries which do
not wish to depend on imports for food, raw materials,
investible funds etc. realize the need to transform agricul-
ture for the growth of an independent industry. A trans-
formation of agriculu;m becanes necessary if agriculture
is backward and stagnant, Agrarian trangformation implies
not only technical changes but institutional changes as
well which may be necessary to create an environment condu-
cive to investment and the adoption of new technology.

Since property relations constitute the basis of the



1nstitu‘tiona1 structure a change in it would necesgsarily
imply a change in the structure of property relations,

The dominant social formation determines the nature of

the agrarian transition, The transition includes ®“those
changes in the countryside necessary to the overall develop-
ment of capitalism or of soclialism, &nd to the ultimate
dominance of either of these modes of production in a parti-
cular national social for!'(lat’.i.olfl."1 The resclution of the
agrarian question lies in the manner in which this transi-

tion {s brought about and in the transfer of surplus from

agricul ture to industry,

Under socialism which strives for social ownership of -
the means of production the classic sclution to the agrarian
question has been collectivization, The prcblems concerned
with the transition to collectivized agriculture are not
our concern here, We sghall limit ourselves to a study of

the agrarian transition to capitalism,

capitali sm:
The sense in which capitalism is used here is the way

in which Marx defined it, as a particular mode of production,

By mode of ptoduction Marx referred to the gtate of the

1. Byres, T.J., "Agrarian question, forms of capitalist
trangition and the state: An essay with reference to
Asia®, paper presented in the International Workshop
on Rural Transformation in Asia, New Delhi, Octcber

2-4. 19%' pp. 1-20



productive forces, tc the ownership of the mesans of produc-
tion and to the social relations between men which resulted
from their location in the process ©of production. Capita-
lism is a system of generalized commodity production where
even labour power becameés a commodity. According to Marx
its historical prerequisite was the concentration of owner-
ship of the means of production in the hands of & class,
consisting of only a minor section of society, and the
consequent emergence of a propertyless class for wham the
gsale of its labour power was the only source of liveii-
hood, The %“proletaria:*" worked not because of legal compul-
sions but on the basis of wage contract, Capitalism grew
out of simple commodity production sloWly penetrating the
countryside, developing the forces of production and raising
agriculture’s productiveness, 1t eroded feudal relations
of production in which the surplus beyond subsistence of
the subordinated peasant, whether in direct labour or in
rent, in kind or in money, is transgferred under coercive
sanction tO the landowner; Csapitalism replaced these
relations with the capitalist farmer/wage worker relation,
The complex and varied means by which capitalism has
became the dominant mode of production in agriculture

provide a fascinating study.



The Agrarien Trangition to Capitalism.
The agrarian transition did not, however, represent a

full solution to the agrarian question since that involved
the crystallization of a number of crucial class configura-
tions, In the phase of primitive accumulation of capital
when there is an accumulation of capital prior to the full
flowering of capitalist industry, agriculture must, on the
one hand, generate and release, in sufficient quantity and
on reasonable terms, the surplus necessary for growth in

the industrial sector, On the other hand it must contribute
to the creation of a hame market for manufactured goods., As
long as the urban bourgeoisie does not have undisputed
hegemony in the social formation and the class of capitalist
farmers retaing sare political power, the full unleashing
of productive forces in industry can be frustrated, For
example, if the terms of trade are maintained in favour of
agricul ture and against industry then this can be a major
factor preventing industrial grosth, The problem is likely
tc be made even more camplicated if the agrari an sector
resists attempts tO taxation thereby preventing the appro-
priation of investible surplus by the state., Moreover, a
high price of food could limit the growth of the mass market
for manufactured goods since it prevents the growth of urban

demand while rural demand seldom rises as the benefits of

favourable terms of trade 4o not accrue to the agricul tural

labourer who is himsel f a purchaser of food. Thus if the



state protects the interests of the rural bourgeoisie, the
blocking of capitalist develcpment may become apparent

even before capitalism has become the dominant mode. The
agrarian question is of overwhelming importance in today's
developing countries., The solution of this question is a
pre-requisite for the econamic growth and politicalv stability
of these countries, As Byres puts it, “"populist pipe-dreams
notwithstanding the two routes which are open to poor
countrieg are via capitalism or via sodalism“.z In most
of the developing world the attempt is to move along the ‘
capitalist road. The attempt tO solve the agrarian question
here has been usually accompanied by popular rhetoric while
calling for institutional and technical changes. Some sort
of *socialigm', has often been the profegsed aim of those
advocating institutiocnal changeg like land reforms, commu-
nity development, cooperatives etc. One of the primary
effects of such policies has in fact been a hasteni‘ng of

the process of peasant differentiation,

Peasant Differentiation:
Often the historical arigins of the procesgs of peasant

differentiation lay in an earlier epoch when colonialism

created conditions which set in the process of peasant

2. Byres, T.J., ®“Agrarian Transition and the Agrarian
Question®, Journal of Peasant Studies (JPS), Jan, 1977,




differentiation, Pessant differentiation implieg the
exisgtence of peasant classes with differing production
cbjectiveg, resource constraints and tecimical levels of
production, The “concept of class liesg in the location
of a household within the system of production relations".3
The ®"classes are to be looked at in terms of the two related
criterias possession of the means of production and the

exploitation of labour ".4 Rural clagses in capitalist

countries according to Lenin arep

First, the agricultural proletariat, wage labourers
(by year, season or day) who obtain their livelihood
by warking for hire at capitalist agricultural enter-
prises.

Second, the semi-proletarians or peasants who till
tiny plots of land i.e, those who cbtain their liveli-
hood partly as wage-labourers at agricultural and
industrial capitalist enterprises and partly by
working their own or rented plots of land, which
provide their families with only part of their means
of subgistence, This group of the rural working

population is very numerous in all capitalist countries,

3, Patnalk, Utsa, Peasant Clags Differentiation; A Stu
in Method with Reference to Haryana, OUP, Delhl, 19867,

pP. 21.

4. Ibid.,

Se Lenin, V.I,, ‘Preliminary Ixraft Thesis on the Agrarian
Question' presented to the Second Congress of the Comin-
tern, 1920, Selected Workg, vol,I, progress Publishers,
Moscow, 13% 3,




Third, the small peasantry, i.e. the small scale
tillers who, efither as owners or as tenants, hold
small plots of land which enable them to satisfy the
needs of their familieg and their farms, and do not

hire cutside labour,

Taken together, the three groups enumerated above
constitute the majority of the rural population in all

capitalist countrieg,

Yet another class is the middle peasantry in the
econamic sense, one ghould understand by *middle
peasants’ those small farmers who (1) either as owners
or tenants hold plots of land that are also small

but, under capitalism, are sufficient not only to
provide as a general rule a meagre subsistence for
the family and the bare minimum needed to maintain

the farm, but also produce a certain surplus which
may, in good years at least, be converted into

capital, (2) quite frequently employ hired labour.

The big peasants are capitalist entfepreneurs in
agriculture, who as a rule employ several hired

labourers, and are connected with the ‘peasantry’
only in their low cultural level, habits of life,
and the manual labour they theémselves perform on

their f;arms.



And finally,
the big landowners in capitalist countries - directly

or through their tenant farmers - systematically
explai t wage-labour and the neighbouring small (and
-not infrequently pacrt of the middle) peasantry, do
not themselves engage in manual labour, and are in

the main descended from the feudal lords (the ndbles
in Russia, Germany and Hungary, the restored Seigneurs
in Prance, the lords in Britain and the former slave.
owners in America), or are rich financial magnates,

or else a mixture of both thege categories of exploi-

ters and parasitesg,

In Mao's analysis of rural China of 1930, the major

classes were;6

1. The landlord - A landlord is a person who oWns
land, does not engage in labour himself or does so only to
a very small extent, and lives by exploiting the peasants,
The collection of land rent is his main form of exploitatim,
in addition he may lend money, hire labour or engage in
industry o commerce, But his exaction of land rent from

the peasants is his principal form of exploitation,

2. The Rich peasant - A rich peasant as a rule owns

langd. But some rich peasants own only part of their land

6. Mao Zedong, "How to Differentiate the Classes in the
Rural Areas®™, selected Workg, vol.I, Foreign Languages
Press, Peking, 1355, )



and rent the remainder, Others have no land of their own
at all and rent all their land. The rich peasant generally
has rather more and better instruments of production and
moce 1iquid capital than the average and engages in
labour himself, but always relies on exploitation for a
part or even a major part Of his inceme. His main form
of exploitation is the hiring of labourers (long-term
labourers), In addition, he may let part of his land
and practise exploitation through land rent, or may lend
money or engage in industry and commerce. A person who
owns a fair amount of good land, farms some Of it himsgelf
without hiring labour, but exploits other peasants by means
~of land rent, loan interest or in other ways, shall also
be treated as a rich peasant. Rich peasants regularly

practise exploitation, and many derive most of their income
from this source.

3. The Middle Peasant - Many middle peasants own land,
Some own only part Of their land and rent the rest. Others
own no land of their own at all and rent all their land.
All of them have a fair number of farm implements, A middle
peasant derives his income wholly or mainly from his own
labour. As a rule he does not exploit others and in many
cases he himself is exploited by others, having to pay a
small amount in land rent and interest on loans. But

generally he does not sell his labour power, Some middle
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peasants (the well-to-do middle peasants) do practise exploi-

tation to a very small extent, but this is not then regular
or main source of income,

4, The pPoor pPeasant - Among the poor peasants some
oWwn part of their land and have a few odd farm implements,
As a rule poor peasants have toO rent the land they work m
énd are subjected to exploitation, having to pay land rent

and interest on loans and hire themselves out toO some extent.

In general a middle peasant does not need to sell his
labour poser while a poor peasant has to0 sell part of his
labour power, This is the principal criterion for distin-

guishing between a middle and a poor peasant.

5. The Worker - The worker (including the farm .lab'ou-
rer) ag a rule owns no land or farm impleme'nts. though
some dO ovn a very small amount Of land and very few farm
implements, Workers earn their living wholly or mainly by

se-lling their labour power,

Asg Patnaik points out, a careful look at Lenin and
Mao’s classification shows that taken together they have
mentioned three related indices in identifying class status,
These aresone, the extent of possession of land and other
means of production, Two, the question of whether the
household exploits others by hiring labour and taking

rent, whether it is self-employed or itself exploited
and the extent of exploiting or being exploited relative
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to sel f-employment. Third, the question of whether the
household 15 unable to meet subsistence regquirements and

is therefore enmeshed in usurious indebtedness, or whether
it succeeds in dotaining a subsistence or produces a
surplus available for investment. These indices are closely

associated with each other.7

In the transition to capitalism in agricul ture in
which there is appropriation of surplus value from wage
labour by a clags monopolizing the means of production,
it is necessary that the process of peasant differentia-
tion leads to the emergence on the one hand of a class of
sufplus producing capitalist farmers who own land and
other instruments of production and hire wage labour though
they may participate in the production process themselves
as well, and on the other of an agricultural proletariat
and semi-proletariat who have little or no land and have
to resort to the sale of their labour power toO earn their
livelihood, It is the primarily sel f-employed peasantry
which under a regime of commodity production gives rise on
the one hand to a rich peasant class that increasingly
employs the labour of others and thereby appropriates
surplus, and on the other a poar peasant class that is

increasingly subjected to exploitation. In other words,

7. Patnaik, Utsa, op. ¢it., Ch,2,
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capitalist development ctnstantly strives to do away with
the existing pre-capitalist relations. The developed

capitalist countries are the ones that have almost completely

eliminated pre-capitalist production relations,

Institutional Barriersg to Growth:
It has been seen that existing pre-capitalist relations

often pose a barrier to grovth, As Patnaik argues in a
scenario of the monopoly over land of landlords who rent
out land to small tenants where the high man-land ratio

has bid up rents to hunger-rent levels, the barrier of pre-
capitalist ground rent to capitalist investment has emerged.
*The buil t-in depressor* works in the following way. The
non-cul tivating proprietor cbtains a large proportion of
the grogs product as rent by leasing out to land-hungry
tenants who bear all the costs of cultivation, This rental
incame represented a ‘return to land moncpoly per se', and
has nothing to do with ei ther any outlay of capital by the
landlord in the production process, or their participation
in labour. The landlord class is the only class living off
land which possesses any liquid funds, Thesge they usually
invest in trade or usury rather than into agro-based

1ndustry.8 If the landlord was to shift from leasing out

8, Patnaik, Utsa, The %grarian Question and_the Devel
ment Of Capi tal m n n '—a' P' P 1 +» DPPe. 90
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to direct capitalist cultivation he would have to invest
money in the fixed and working capital requirements of
agricul tural production, This money he would have to with.
draw from trade or/and usury which yield high returns. At
the gsame time he wouldlalso have to withdraw land from
tenants which, even without any outlay on it, was already
giving him an income by way of absolute ground rent, Patnaik
therefore argues that "y investing a given sum of mmey
3. M in direct cultivation of a unit of land it would not
be enough if only the return s, P at ru per cent, which
that sum would have otherwise earned (in usury etc.) is
obtained: a surplus-profit over and above gs, P, equal at
least to . R, the rent foregone on the withdraﬁn uni t of
land, is required, The rate of profit Pc in direct capi-
talist cultivation must therefore at least equal

Pc » E—ﬁ-g. 100*.° Since the pre-capitalist ground

rent usually represents the entire surplus that can be
extracted from a unit of land by the unremitting labour

of the small tenant, R is very large relative to M and Pc

represents a very high rate of profit. If we lo0k at

it in terms of the rates of return to capital we must bhave

Pc>/ rt+ru

where Pc is the profit rate in direct capitalist cul tivation;

9, Ibid., p.9.
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r_ the rent payable by the tenant expressed as a per-

t
centage of expenditures in cultivation by the tenants; and

ru‘ the return to money capital in the economy,

If the landowner undertakes investment at the game
technical level at which the petty tenant operates, the
landlord usually does not even get the highest possible
return R/M:rt on his capital because the coste of super-
vising hired labour and paying the market wage rate lower
the surplus, But the landlord has already been getting
gs. R as rent plus r, Feturn on his money capital M. The
landlord would therefore undertake direct investment on
hitherto leased ocut land not if he gets only T, return
on his capital ocutlay but if he gets (rtu’u) on it, This
would mean a discrete jump in the magnitude of surplus
per unit of area. Since the given technical level can
at most yielgd Ty if investment is tO be undertaken it
must embody productivity raising new technigques, or better
wayes of organizing production, sco that the gurplus per
unit of area rises by the reguired quantum which is ru/rt.
In other words, "A quantum jump in yields is required
for the rent barrier to be overcome®.® Thus a disincen-
tive to investment iﬁ built into the agrarian structure

and is capable of being overcome only under very strigent

condi tions.

10. Ibid., p.10.
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Patnaik notes that as far as the peasantry is concerned

there is no rent-barrier but the lack of investing capacity which

constrains the overwhelming majority,

Even if it is not hunger rents which pose the barrier
to growth as in the Patnalk schema, backward agriculture may
still have other barriers to grovth and technical change.
The Bhaduri model, for example, examines a situation of forced
commercialization in backward agricul ture, The peasant is
here forced to sell a high proportion of his output immedia-
tely after the harvest when prices are usually lover in order
to meet his cash requirements., After the "distress sale"
he is left with very little to survive till the next harvest,
As a consequence he has to borrow cash at a very high rate
of interest to purchase foodgrains from the market sometime
before the next harvest, This cOnstitutes distress buying
by the peasant‘. A regular cycle of distress buying and
selling of foodgrains is thus set up for the small peasantry
as a whole, .Merchant's and usurer®s capital exploits the
peasantry through a high interest charge which congtitutes
the main method of extraction of surplus product in the
market. Bhaduri noteg, - . “the distinguishing feature of
this commercial exploitation is that ‘unegqual exchange’
of paddy s0ld and bought under distress takes place directly
in the 'product market® i.,e. in the market for foodgraing

rather than in the labour market. In this sense commercial
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exploitation stands in contrast to capitalist exploitation®, 11

Since the main aim of commercial exploitation is con-
trolling the organizatidn of marketing, and not production,
such a purely commercial class is unlikely to be very res-
ponsive to any new technological opportunities for expanding
production, unless it also happens to coincide with their
interest in increasing control over the marketing process.,
It follows that a professional trading and moneylending
class is unlikely to play a leading role in tt_ae technologi cal
transformation of backward agricul ture, The indebted
peasant, on the other hand, who is barely at the subsigtence
level does not have *"the economic ability to bear either the

additional risk or the cost of introducing new technology in

agricul ture, wl2

Bhaduri further discusses the situation in which the
class of large landouners'aiso Serve as money lenders to
the small peasants, He considers the case where the land-
owner extracts a direct surplus from the peasants in the
form of product rent as a share of output, for example,
through a sharecropping arrangement, Simul tanecusly the
landlord also provides consumption loans to his tenants,

He notesg , “since the incame of a landlord depends both

11. Bhaduri, A,, The Economic Structure of Backward
Agricul ture, Macmillan, Delhi, 1984, p.19,

12. Ibid., p.S5.



17

on commercial exploitation thréugh usury and on rent as a
fixed share of the product, it is quite conceivable that
under a range of conditions, the landlord class will not
regspond favourably to opportunities for improved agricul-
tural technology, although they have the financial capability
of doing so."13 Under fixed share arrangements improved
agricultural practices are likely to raise the incomes of

- the tenants and this may reduce their requirement of consump-
tion loans, The landlords income fram usury may decrease
even though higher land productivity raises his income fram
Therefore, *"Unlesgs the landlord feels confident that

rent,

he is going to be a net econamic gainer in this process,

improvement of agricultural technology cannot becOme an

unambiguously attractive proposition to him, w14 Moreover,

reduced debt may reduce the tenant's dependence on the land-
lord and reduce the latter’s econamic power, This the
landlord would not like, The above illustrates how mutually
reinforcing tendencies may develop into maintaining a
stalemate: forced‘comercializati'on'pased upon consumption
loang taken by the poor peasants and the consequent inccame
of a landlord from usury makes him inclined to perpetuate
the low incame level of his tenants by restricting techno-

logical improvements in agriculture; this tends to reinforce
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in turn the grip of forced commercialization, Technological
stagnation merely becomes the other side of the involuntary

exchange nexusg that goes with farced ccmmercialization.ls

Thus, though land reform is usually thought of in
terms of distributive justice alone it is equally essential
for a fagster rate of transition to higher productivi ty
through rapid capital formation within the agrarian sectcr,
This, Patnaik argues, in turn affects the rate of indus-
trialization through raising the rate of expansion of the
domestic market for mass consumption goods and through the

supply of wage goods and raw materials to 1ndustry.16

We may, thus, conclude that where existing property
relations pose a barrier to investment and growth,lanad
reform is required and where the state is capitalist the

direction of change would be along capitalistic,lines,

Paths to Capitaligm:
The foarm of transition to capitalist agricul ture ig

linked to the manner in which the transition takes place
in the whole national social formation, The two ways to

capitalism found in the works of Marx have been discussed

15, Ibid.

16. Patnaik shods how major breakthroughs in agricultural
production came in both China and Japan as a result of
land reforms, Patnaik, op. cit., pp.2%6-7,.
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by Dobb as follows., Marx pointed out that in its early

stage merchant capital had a purely external relationship

to the mode of production as it remained only in the gphere
of circulation and did not enter the sphere of production.
Later it began to enter the sphere of production to "deterio-
rate the condition of the direct producers... and absorb
their surplus labour on the basis of the old mode of produc-
tion - and partly in order to transform it in the interests
of greater profit and the service of wider markets, ®

There are two maln roads to capitalist development., The
first “really revolutionary way® is where a section of the
producers accumulate capital and begin to organize produc-
tion, According to the second path a section of the exis-
ting merchant class "take possession directly of production*

and servesg "historically as a mode of transition®’

According to Barrington Moore Jr. the two routes to
capitalism are the route of bourgeois revolution treaded
upon by England, France and the Uni ted States; and the
reactionary path which in the absence of a strong revolu-
tionary surge culminates in fascism as in Germany on Japan.

We can see that there exists a deep link in the vway in

17. Dobb, M., Studies in the Development of Capitaligm,
Routledge and Kegan Paul Ltd.,, London, 1%3, p.123,
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which changes take place in the mode of production and

the manner in which the state becomes a capitalist one,
Where the transition to capi talism has been by the revolu-
tionary path'from below® poli tical revolutions have occurred
which included throwing out completely of the old ruling
class fram political power and establishing bourgeois
democracy. On the other hand capitalism *fram above’

has been accompanied by a coalition between *‘influential
sectors of the landed upper classes and the emerging commer-
cial and manufacturing interests','i who having established
themselves have set up conservative and even authoritarian
governmem:s.le The failure of these governments, which some-
times established unstable democracies also,to cope with
everyday prcolems and their ‘reluctance or in ability ¢o

bring about fundamental gtructural changes' ' led to fasci.sm.1

The changes in the agrarian stmctur’e are deeply linked
to the route to capitaligm followed., Violent CevoOlutions
which occurred in the cage of ‘bourgeois revolutions'
swept away feudal obstacles to growth, ®The English Civil
War checked royal absolutism and gave the commercially
minded big landlords a free hand to play their part
during the eighteenth and early nineteenth centuries in

18, Moore, Barrington Jr,, Social Origins of Dictator-

Shig and Democracy, Penguin BooOks, Harmondsworth,
1 + P.436,

19. 121go' p.438.
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destroying peasant society, The French revolution broke
the pover of a landed elite thaf was still mainly pre-'
commercial,.. Finally, the 2merican Civil War likewise
broke the poder of a landed elite that was an obstacle
in the way of democratic advance,.. =20 On the other hand
the governments in Japan and Germany tried to modernize

without radically changing the social structure, especially
in agriculture,

The route to capitalism chosen is closely tied up
with previous social structures., As Takahaghi argues"’ :
the way in which capitalism takes form in every country
is closely tied up with the internal intensity and argani-
zation of the feudal econoamy there.218y cceating the |
independence and ascent Of the petty commodity producers
and their Qifferentiation, bourgeois revolutnions in Western
Europe set free fram among them the forces making - as it
were economically - for the development of capitalist
production, In England and France, feudal land property
and serfdom either disintegrated in the process of economic
development, or were wiped out structurally and categoricall

in the bourgeois revolution. In Russia and Japan this ‘

20, Ibid., p.426.

21, Takahashi, ®"A Contribution to the Discussion® in |
Hilton, R, et, al., (eds.), The Transition from Peuda- -
lism to Capitalism, Verso, Londonm, 1978.
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'‘emancipation® was carried out in the opposite sense. The
organization of feudal landed property remained intact and
the classes of free and independent peasax{ts and middle
class burghers were undeveloped, Since Capitalism had to
be erected here on a basis of fusion rather than conflict
with absolutism, its formation took place in the Opposite
way toO Western Europe, predominantly as a process of trans-
formation of putting out merchant capital into industrjal
capital. Capitalism had to make its way within an oligar-
chic system - the ‘organic’ social structure - designed to
suppress bourgeois liberalism, There exists a deep inner
relationship between the agrarian question and industrial
capital, which determines the characteristic structure of

21s
capitalism in various countries,

Transitory Forms:

Any study of the agrarian transition must also examine
transitary modes which are characterized by the emergence
and development Of capitalist forms within the framework
of a surviving precapi talist mode of production. It is
also essential to study same categories present in the
period when capitalism has not developed fully and which

though appear to be feudal, are in essence, capi talist,

The metayage system or sharecropping, for example, is

consi dered by Marx as a transitory form from the original

21a, Inid,
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form of rent to capitalist rent, Even though under share-
cropping there is no clear demarcation between necessary

- and surplus labour as is characteristic of capitalism we
cannot define the system as capitalist because such a pheno-
menon takes place even under feudalism when rent is paid in
kind or cash, What is important is, as Gupta argues, "The
feudal serfs- subsistence is not dependent upon the over-
lord granting him a plot and thereby providing him with an
oppor tunity to labour and meet his own requirements., In
sharecropping, pure and simple, on the other handg, the
sharecropper is dependent for his very existence on the
landlord granting him a piece of land and setting him to
work on it,.. In other words, in sharecropping the direct
producer is alienated from the means of production and the
situation therefore corresponds to one where 1§bour is

formal ly subsumed under capital."z2

Under capitalism the real subsumption of labour under
capital takes place.But before this, argues Gupta, comes
a transitory stage when in the transition from a pre-
capitalist tc a capitalist system labour is formally
subsumed under capital. In this transitory stage though

capital still operates at the given level of technology,

22, Gupta, D,, *“Formal and Real subsumption of Labour

under Capital The instance of sharecropping®,
Economic ang Political Weekly. (EPW), Review of

Agricul ture, Sept. 1980.
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and though the source of profit is absoluﬁe surplus extrac-
tion *"it surpasses all other systems of production which
were based on directly compul gory labOur".23 Marx argues,
At any rate, if we consider the two forms of surplus value
there corresponds two separate forms of the subsumption of
labour-under capital, or two distinct forms of capitalist
production, And here too, one form always precedes the
other, although the second form, the more highly developed
one, can provide the foundations for the introduction of

the first in new branches of industry. n24

When the formal subsumption of laﬁour under capital
takes place, then according to Marx, first a purely econanic
contract replaces extra-economic coercion snd thefe now
exlists a “"pure money relationghip between the man who
appropriates the surplus and the man who yields it up."25
Secondly, "/Theé/ cbjective condition of labour... and the
subjective conditions of labour confront him /the labourer/
as capital, The more completely thege conditions of labour
are mcbilized against him as alien property, the mcre
effectively the formal relationship between capital and

wage labourer is established - i.,e, the mare effectively

23, Marx, K,, Capital Vol,I, Penguin Books, Harmondsworth, /17
p.425.

24, 1bid., p.1025.
25, Ibjid.



the formal subsumption of labour under capital is accomp~
plished and fhis, in turn,‘is the premise and pre-condition
of its real subsumption."26 Gupta further argues that with
the formal subsumption of lanour under capital, capital is
already the dominating force. This stage plays the important
function of primitive accumulation and provides the founda-
tion for the real subsumption of labour under capital. The
basic transformation i.e. of surplus extraction through
pure econamic coercion has already been established by the

monopolization of the means of production by a class.z’

Pearce points out that cost-share leases can be regar-
ded as an intermediate stage in the proletarianization
process, in which the tenant takes an increasingly passive
role in production, "This form of lease enables the tenant
to acguire the inputs necessary for the new production
methods (and landlords to cbtain a share of the greater
profits resulting)when otherwise such acquisition may be
inhibited either through an unwillingness of those existing
close to the margin of subsistence to accept any extra
burden of uncertainty, or through limited and distorted

access to input markets. 28

26. }bid., po 10260
27. Gupta, D., Oop. cit.

28, Pearce, R,, "Share-cropping: TowWwards a Marxigt View®,
JPS, vol,10, No,2 & 3, Jan./April 1983,



It is seen that sharecropping coexisted with direct
cultivation using hired labour, Institutions like share-
cropping or labour service were considered transitional by
Lenin as well who contended that the "economic organizatiq
of contemporary landlord farming amount toO twO main systen
in the most varied combinations - the labour service syste
and the capitalist system,.. combinations of which are

characteristic of every transitional perj.odl."29

As Pearce argques, sharecropping can be congistent wit
capitalist relations but only in a transitional sense in
80 far as it is assocliated with labour processes typical

of non-capitalist modes of production but subsumed under

capitalist relations.3o Its demise is inevitable once the
means Of production are in the hands of the capitalists
who produce for profit, the inner logic of capitalism
pushes through a transformation of the labour process.
The formal subsumption of labour is followed by the real
subsumption of labour under capital as this gives the
capitalist a greater control over nature and over the
labour process,

“Sharecropping has been conjuncturally a consistent

form of appropriation to the extent that it acts asg either

29. Lenin, V,I., The Development of Capitalism in Rusgsia,
Progress Publishers, Moscow, 1 s+ Pe200,

30, Pearce, op. cit.



a labour incentivg, that is, increases the intensity of
labour, where supervision cogsts are high or as an incentive
to tenants i.e.increases the supply of tenants, where the
labour process is characterized by uncertainty. wWith a
substantial intervention of capital into the labour process,
hovwever, neither of these cond tions obtain. The time and
effort necessary .ﬁo ensure a ’successful’ or ‘desireg’
outcome of p;oduction become less as the range and ‘subjec-
tivity® of skills necessary are feduced. Thus the greater
is the integration of labour and the means of production
in performing any particular task, the mocre the performance
of labour (intensity and quaiity of work) is determined by
those forces with which labour is cambined. w31 Greater
control implies reduced uncertainty, Evidence indicates
that technical progress, such as that agssociated with the
Green revolution, does lead to a substitution of wage labour
for sharecropping.32 In other words, the availability of
new technology in agriculture such as high yielding seeds,
chemi cal fértilizers, insectici des, herbicides,accompanied
by mechanical innovations such as pumpsets, tractoré,

harvestors etc,, the combined impact of which implies a

31. Pearce, R., op, cit,

32, Bhalla, sSheilas, "“Changes in Acreage and Tenure
Structure of Land Holdings in Haryana, 1962.72%
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transformation of the lasbour process, - and which reduce
the uncertainty attached to agricul tural production, can

induce landowners to shift to direct cultivation.33

In certain situations there is a persistence of what
Chayanov defines as *the family gnaxém' which said to consti-
tute a ‘peasant economy’. Land/the means of production are
possessed by the family which does not hire any outside
labour and works the land with family labour alone for
the purpose of satisfying consumption needs. ‘*‘The family
farm® so defined is nothing but the petty agricultural
producer of Marxist theory. Patnaik argues that Chayanov's
concept of ‘peasant econamy’ cannot be placed alongside
the Marxist concept of mode of production. The latter is
an analytical concept (abstracted from a study of historical
reality). The mode of production comprises a totality of
a particular set of production relations and the correspon-

34 Chayanov's ‘peasant

ding set of productive forces.
economy’ on the other hand is a purely descriptive categcry.
Moreover the °‘peasant econamy® is not a set of production

relations; it is simply an aggregation of individual

33. The logic of the green revolution technology and
empirical cbservation suggest ' that mechanical inno-
vations will accompany the ' biochemical éHanaes,

34, Patnaik, Utsa, "Neo-Populism and Marxism: The Chaya-
novian view of the Agrarian Question and its Funda-
~mental Fallacy®, JPS, April 1979, vol,6, No.4.
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atomistic production units - the family farms., Further as
Harrigon argues “family labour on the family farm does not
in itself constitute a social relation®. 3 The °‘peasant
economy® sc defined has never existed outside the conception
of its author, what has actually existed, is petty mwiw
production as the basis of feudalism, and petty commodity
production in transitional forms to capitalism as the feudal

economy disintegrates - both of which constitute social

relations of production, Ba

When the small-scale tiller is faced with unfavoursble
prices and a drop in the value of his output, he throws
himself on the labour market and seeks work for wages while
1r}-/::n2imtime he borrows t0 finance consumption, Unfavourable
price fluctuations thus compel the petty producer to beccme
a semi-proletariat and fall into the usurer’s clutches,
This is how Marxist theory predicts class differentiation,
Patnaik admits that the relative persistence of small
holdings may be cbserved when there are no econqnig: alter-
nat:lves.36 However, another instance in which *the family

farm' may tend to persist is when the state actively intervenes

35, Harrison, M., "Chayanov and the study of the Lendont—
Russian Peasantry®* (Mimeo; Cambridge. 1972), cited in
Patnaik, U., Ibig, v

35a. Patnaik, U. 1nig4,

36, Ibia.
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to see to it that farmers are ensured a rate of return
and it takes measures to inhibit the process of differen-
tiation. This is seen for example, in the US and Japan
where 'family farms’ have tended to persist due to the
active intervention of the state in the market for both
agricultural inputs and output, The state by effective
intervention has put barriers to the process of peasant
di fferentiation. As Byres notes we may see "in the acti-
vities of the American state, powerful intervention which
has served to reinforce significantly the sutvival. of the
family farm/petty commodi ty production., It is most doubt-
ful that such survival would have been secured to the degree
in question without such state interventim.'37 The
persistence of such farms, however, should not blind us
to the fact that petty commodity production is essenf.ially
a transitional form and if the state were to allow the
free play of economic forcesg, the intermal dynamics of
the sygtem would eventually lead to a differentiated
peasantry. Even though not penetrated by capitalist
relations of production, the agrarian sector is campletely
integrated into the capitalist economy. As Byres notes
“Japanese agriculture has been thoroughly penetrated by

capjtalism but not by capitalist relations of production. »38

37. Byres, T.J,, "The Agrarian Question, Forms Of Capita-
-1ist Agrarian Transition, And the State”, op. cit.,
p.61.

38, 1Ibid., p.%.
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While discussing the transitional nature of petty
commodi ty production it must be noted that petty commodity
production is a transitional form not only in the transi-
tion to capitalism but in tbe transition to socialism as
well, 1In this case as Lenin saw the problem of development
in the Soviet Union, the problem was one of ‘organizational
reconstruction of the whole social econamy® by a transition
fromlindividual disunited, petty commodity production’ ¢o
large~-scale social production. This transformation -
is a protracted process and the peasant . v‘ac‘ts as the
carrier of the new technology. Lenin noted that to hasten
growth the state should render such assistance to the
peasant as to enable him *“to effect an immense improvement

in his whole farming technique, to reform it radically."39

When the transition towards capi talisr proceeds there
emerge certain categorieg which are capitalist in essence
but appear to be feudal., For example, as Lenin points -
out, "...our literature frequently containg too stereo-
typed an understanding of the theoretical proposition that
capitalism requires the free, landless worker, This
proposition is quite carrect as indicating the main trend, but

capitalism penetrates into agricul ture particularly slowly

39, Lenin, V.I,, ®"Economics and Politics in the Era of
the Dictatorghip of the proletariat” in Collected
Works, vol, 30, Lawrence and Wishart and Progress

Publlshel‘s. 195, Pe 113,
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‘?Sréi‘ ng::eig X:g;egfi:;ms. The allotment of land to the
/the interests of the rural employers themselves, and

that £s why the allotment holding rural worker is a type

to be found in all capitalist countries, The type assumes
different forms in different countries: the English

cottager is not the same as the small.holding peasant of
France or the Riine province and the latter again is not the
same ag the knecht in (Pkussia, Each of these bears traces
of a specific agrarian system, of a specific history of
agrarian relations - but this does not prevent the economist
from classing them all as one type of agricultural prole-
tarian, The juridical basis of his right to his plot of
land is absolutely immaterial to such a classification,
Whether the land is his full property (as a small-holding
peasant’ or whether he is only allowed the use of it by the
landlord or the Rittergut .zer (Lord of the manor),

or finally whether he possesses it as a member of a Great

Russian peasant community makes no difference at all, «40

One must distinguish the attached worker from the
serf performing labour on his lord’s demesne, Though
there exists a clear distinction between necessary and
surplus labour time which is uncharacteristic of capitalism

and is found in feudalism, one must not confuse this with

40. Lenin, V.I., The Development of Capitalism in Russia,

op. ¢it., pp.181-2.
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labour rent where according to Marx, "..,the direct producer,
using instruments of labour (plough, cattle, etc.) which
actually or legally belong to him, cultivates soil actually
owned by him during part of the week and works during the
remaining days upon the estate of the feudal lord without
any compensation from the feudal 1<:\rd..."41 The situation
of the attached farm labourer is different in that not only
does he not possess his oWwn instruments of labour, not only
does he not have a right to cultivate the plot of land
allotted to him, the way the serf has a legal right, but
also in the fact that the means of exploitation are here

not non-econamic coercive methods as in the case of the
serf, The farm labourer enters into an economic contract
with the landowner for whom he works and he is legally

free to move from the land and not work on 1t if he so

“Wwishes,

Routeg to Capitalism in riculture;

Among the paths of agrarian transitions the ones we

shall outline are the English, the ‘russian and the American.

Engels had suggested that the two successful transi-

tions that had taken place had been in England and Prussian

East of the Elbe.42 Lenin contrasted the}‘bassian path of

41, Marx, K., Capital, vol,III, Progress Publighers, Moscow,
1966, p,79,

42, Engels, F,, The Peasant Quegtion in France an? Germany,
Selected Works of Marx, K. and Engels, F., vol,3, Moscow,
1970.
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'capitalism from above®’ and the American path of °’capitalism

from below*,

In the agrarian transition, he wrote, “Either the old4

landlord economy, bound as it is by thousands of threads to
serfdom is retained and thus turns into a purely capitalist

"Junker® econamy, The basis of the final transition from

otrabotki to capitalist is the internal metamorphosis of

the feudalist landlord economy. The entire agrarian system

of the state becomes capitalist and for long retains feuda-
list features, Or the landlord economy is broken up by
revolution which destroys all the relics of serfdom, primarily

large land ownership, w43 In the_ latter case the basgis of

agrarian trmsition is the *free davelopment of small peasant
farming which has received a tremendous impetus as a resgult
of the expropriation of the landlords® estatesg in the

interests of the peasantry, The entire agrarian system

becomes capitalist, for the more completely the vestiges

of gserfdom are destroyed, the more rapidly does the dis-

integration of the peasantry proceed. nd4

v The English, the russian and the American paths have
had considerable influence among scholars studying agrarian

transitions even though historical experience reveals greater

43. Lenin, V.I., The Development Of Capitalism in Russia,
.opo g_so' p08. .

44, Ibig.
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diversity.

The analysis of these models is essential not only to
recognize the importance of diversity in agrarian transition,
as each one is different from thé others, but also to explore
the possibility of yet di fferent paths of capi talist agrarian
transition, bserving the diversity that is displayed one
can realize the need for the study and analysis of the
experience of other countries. The path followed may either
be one of these or, what is more likely, it may be a variant
of these paths, As Lenin points out, "of course, infinitely
diverse conbinations of elements of this or that type of

capitalist evolution are possible, w33

Further, the historical experience of another country
is useful because in the attempt to analyse particular
expériences a comparative perspective can lead to new
questions. Moreover, comparisons can serve as checks on
accepted historical explanations as well as lead to new

generalizations.

Before we go further it is pertinent to discuss the
classic models mentioned above to be able to judge which
of the paths or their caombinations was followed or is in

process in a present day developing country,

45, Lenin, V.I,, The Development of Capitalism in Rugsia,

op. git., p. 9.



The English Path:

The English Path represents the first successful path
in the history of the agrarian transition to capi talism,
At the top of the agricultural population stood the lang-
lord class, Crucial to the transition was the differentia-
tion of the peasantry. In the medieval times the internal
s_tratification of the peasant society was essentially limi-
ted but eventually over a long period of time it transformedqd
into the fundamental class divisions of capitalist agricul-
ture, According to Marx, who essentially studied the
historical experience of England, the shift from labour
rent to rent in kind contained the seeds of differentiation
“compared with labour rent, the producer rather has more
room for action to gain time for surplus-labour whose
product shall belong to himse}f, as well as the product
of his labour which satisfies his indi spensible needs.
Similarly this form will give rise to greater differences
in the econamnic position of the individual direct producer
to have in turn acquired the means tO exploit other

labourers directly. «46

The shift from rent in kind to money rent constituted
a major step in the transition to agrarian capitalism in

England. Marx writes, ®"Although the direct producer still

46, Marx, K,, Capital, vol.3, op. cit., pp.79-%,
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continues to produce at least the greater part of his means
of subsistence himself, a certain portion of this product
must now be converted into commodities, The character of

the entire mode of production is thus more or less changed, wd7

Marx further held that, "In its further development
money rent must lead - aside from all intermediate forms
e.g. the small peasant tenant farmer - either‘to the trans-
formation of land into peasants® free hold, or to the form

corresponding to the capitalist mode of production. w48

Thus, "the transformation of rent in kind into money
rent... is not only inevitably accompanied, but even anti-
cipated, by the formation of a class of prOpertylessA day-
labourers, who hire themselves out for money. During their
genesis when this new clags appears but sporadically, the
custom necessarily develops among the mare prosperous
peasants subject tb rent payments of exploiting agricul tural
labourers for their own account, much as in feudal times,
when the mcre well-to-do peasant gserfs themselves also
held serfs., In this way they gradually acquire the possi-
bility of accumulating a certain amount of wealth and
themselves becoming transformed into future capitalists.

The old self-employed possessers of land themselves thus

47. Ipid., p.79.
48. -Ibido' p.7 970



38

gave rise to a nursery school for capitalist tenants, whose
development is conditioned by the general development of
Capi talist production beyond the bounds of the countryside,
This class shoots up very rapidly when particularly favou-
rable circumstances come to its aid, as in England in the
16 th century, where the then progressive depreciation of
money enriched them under the customary long le:sesg at the

expense of the landlords. wd9

The differentiation of the peasantry and its eventyal
break up intc a class of capitalist farmers and a rural
proletariat was a complex process mediated by a Qariety
of interventions by the state, Intervention was necessary
to secure that crucial change in property relations - the
way in which land is owned, held and worked - nece-ssary to

the full unleashing of capitalism.so

An important éspect of the English model was the
nature of the landlord class, Though this class did not
make productive investment in land, it dld not actively
oppose the developments taking place in agricul ture, Most
landlords preferred rent as a form of income and very few

took to direct cultivation, They preferred to charge

49, Ibid., pp.798-99,

50, Byres, T.J., "The Agrarian Question, Forms of Capita-
list Agrarian Transition and the State®, op. cit,,
pp037-38.
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customary rents rather than to maximize rents, This class
retained its political power long after the daminance of

Capitalist production in the English countryside.

The American Paths

The American path is an example of *capitalism fram
below", Capitalism emerges predominantly from the peasantry,
Either, "there is no landlord economy, or else it is broken
up by revolution, which confiscates and breaks up the feudal
eétates.'SI Such a revolution will involve significant
struggle by the peasantry, probably spearheaded by the rich
peasantry, It is also likely 'tC require substantial action
by the state, against the landlord class, and on behalf of

the peasantry (and especially the rich peasantry).52

The path of capitalism fram below is essentially
predominated by the peasant who "ecomes the sole agent
of agriculture, and evolves into a capitalist farmer... the
main background is the transfarmation of the patriarchal

peasant into a bourgeols farmer, w>3 and *“the bagis of the

51. Lenin, V.I,, "The Agrarian Programme of Social Democracy
in the First Russian Revolution, 1905-1907" in Collected
works, vol, 13, Foreign Languages Publishing House,
Moscow, 192, p.239,

52. Byres, T.J,, "The Agrarian Question, Forms of Capitalist
Agrarian Transition and the State®, op. cit., p.53.

53. Lenin, V,I,, "The Agrarian Programme of Social Democracy
in the Pirst Russian Revolution 1905-1907*", op. cit.,
p..239.
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final trensition.,.. to capitalism is the free devel opment
of small peasant farming. wd

The United States was settled b§ independent family
farmers steeped in a comercial economy tied to the world
market who had access to0 vast reaches of land without feudal
ties., 'The family farm® system grew dramatically during the
nineteenth century as millions of settlers spilled over
the continent. There was no significant landlord class
and Lenin envisaged that the agrarian transition would
depend on the differentiation 6f the peasantry and the
subsequent emergence of a class of capitalist farmers
expladl ting a rural proletariat, However, as noted -

_ earlier, - farmsg retained their central charao-
teristic of operating mainly by family labour while becoming
integrated into the capitalist economy. This persistence
Wwas made possible by the state through a variety of measures
which inclucded acreage allotment, market quotas, support
prices, parity payments, conservation programmes, national

crop. insurance programmes, etc,

The Prussiap Path:
The Prugsian path of agrarian transition, a path of

capitalism fram above, involved the transformation of large

54. Lenin, V.I,, Development of Capitalism in Rugsia,
op. git.
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feudal estates into capitalist farms, The Prussian ‘Junkers®
owned large agricultural estates and succeeded, with the

aid of state power, in enserfing to themselves, by the end
of the sixteenth century, the formerly free peasants of the
German East, using the labour of these serfs, the ‘Junkers’
engaged in large scale cultivation, The profitability of
their estates was enhanced by the price revolution. They

expanded their estates at the expense of these serfs,
They expanded

their estatesg at the expense of all peasants, and limited
the scope for the process of peasant differentiation, In
1807 there was a substantial increase in the size of their
estates when the gerfs were freed and the land allotted to
them incorporated into the Junker farms. This also created
a class of wage labourers, These free wage labourers were
allotted plcts bf land in exchange of labour., Thig system
later changed into one in which they lived in tied cotfages,
were virtually landless and paid largely in kind., By the
18708 wages in kind had been largely transformed into money
wageg, Landlords worked their estates directly and exploited
free wage labour to earn profits as capitalist farmers,
Crucial to this path of agrarian transition was the role

played by the state which first enserfed and later freed

the peasant,
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We thus see that in each of the paths to capitalist
agricul ture discussed above, the role of the state was
crucial, However these paths of agrarian transition are
not blueprints to be copied. Each society has its own
épecial characteristics and the circumstances in which
the transition takes place would vary, The path a develop-
ing country might follow may be one or another variant of
this or that path or a combination of two or more in which
one is daminant, Since the state is itself a part of the
social formation, the path that it may attempt would be
determined by the alignment of different class forces, the
nature of the state and the classes which support or oppose

ic,

We shall first discuss a more general case, in which
the state wants to resolve the agrarian question and desires
an agrarian transition to capitalism without describhing the
specific context in which the transition is carried out,
Later we shall study the case of Egypt which followed the

*peasant path® to capitalist agriculture,

The Agrarian guestion and the State;

To solve the agrarian question the main tasks faced
by & state which wishes tC promote growth along cépitalist
lines are the following, ©One, to remove the cbstacles to
capi talist production through agrarian refam, Two, to
promocte capitalist production by making modern inputs readily
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available and encouraging their use through subsidies,credit
etc., and three, to extract from agriculture resources neces-
sary for industry - exportables, food, raw materials, labour

and a surplus, and to create an expanding rural market for
manufactured goods.

An agrarian reform can only create the conditionsg for
an eventual emergence of a particular system, It is the
spread of land and labour productivity-raising new technology
which pushes the process of transition forward. Institutional
changes by themselves have been only partly successful in
stimulating growth, As a result the need for introducing
productivity improving technical change was felt, This is
what has often been called the “"green revolution® strategy
and is basically the policy of the state to under take the
supply ©of modern 1nputs and credit to the farmers to© secure
increases in agricul tural ocutput, Though this technology
may be scale neutral it is often directed tovards those who
could yield results, or in other words, it was the rich peagantry
_whicn . * . cbtained the bulk of credit and inputs since
:}f had the capacity to increase marketed surplus by adopting
the new technology. In most cases the new technology gives
further impetus to the process of differentiation and
increases the socio-political and economic strength of
the class of rich peasants,

At tempts to increase agricultural output have also

been often accompanied by direct investment by the state
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for example in irrigation, State marketing and purchasing
agencies mey ne set up to supply credit to the farmer, most
often the well-to.do peasant, perform another importanf
task. Price and tax policy of the state is often an instru-

ment employed by the state to increase production and procure
surplus,

To increage the supply of raw materials and exports,
tie state may use price incentives or legal restrictiong
to increase production, Keeping the cost of inputs used
in their production. low is also an instrument to increase
profitability and induce the peasant to produce more, The
government may also provigde tax concessions as well as loans
in the effort to increase supply. However in the case of
food crops the entire output is not sold in the market,

A mere increase in production is not sufficient to assist
the industrialization effort, What must be raised is the
level of marketable surplus., The effort to increase output
should be accompanied by a policy of inducing the peasant

to sell a larger share of his ocutput in the market,

The rural market for manufactured goods consists of
both the market for consumer goods and that for manufactured
inputs into agricul tural production, The market for the
lat ter can be expanded by the supply of inputs and credit

by the state to peasants at reagsonable prices. The market
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for consumer goods depends on the rise in incames and
changes in the clagss composition of rural society. The
movement of intersectoral terms of trade is an important

instrument in the hands of the state in this respect.

A release of labour in sufficient quantities from
agricul ture is essential for industrialization. Technical
changes often induce a loWwering of the rate of growth of
labour required for agricultural production thus providing

industry the required labour force.

Surplug Extraction:
For any backward country wishing to industrialize

agricul ture constitutes a major source of investible funds.
Apart from loans from abroad the only two sources of investi-
ble funds are the profit in industry and what it can extract
from the non-industrial sphere, Since the country is back-
ward 1ts need for capital accumulation is greater for industry
to strengthen its position but at the same time surplus
production in industry is lower so it has to rely more on

agricul ture for investment in industry,

The role of the state in the extraction of resources
from agricul ture wag an isgsue widely dis_cussed in the Soviet
industrialization debate, Though sat in the context of
socialist industrialization, the debate has relevance to
any country wishing to industrialize, Since industry was

state osned or belonged to the socialist sectar, while
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agriculture was in private hands, - Predrazhensky, a
principal participant in the debate, named the extraction
of resources from agriculture for industry as ‘primitive
socialist accumulation®’.”” This he defined as "the accumu-
lation in the hands of the state of material means obtainead.
g"hiefly from sources lying outside the state economic
system, w3

Precbrazhensky termed the non-industrial sphere of
the economy "colonies®" and propounded that the necessary
economic basis of thé transition was a relation of "exploi-
tation"® between the "metropolis™ of state industry and its
surrounding ®"colonies®, Industry, he saig, expanded its
basis and productivity by drawing in “surplus value*® from
agriculture, until finally petty private economy was crushed

out and *"engulfed" in socialist economy, 56

There were two methods of accumulation, First, direct
taxes could be imposed on the agrarian sector, This method
had its limitations. Not only could direct taxes be evaded,

but their impact was more easily felt and was likely to

55, Precbrazhensky, E., “The Fundamental Law of Socialist
Accumulation® in Viegtnik Komm. Akademia, vol,VIII,
59 seq, 69-70, 78 seq cited in Ddbb, M,, Soviet Econo.

mic Development Since 1917, Routledge and Kegan Pau
Tt oo ing 8, p. 5t

56, 1Ibigd.
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cause political complications, The second method which
Precbrazhensky favoured and thus felt was more important
wWwas the method of non-equivalent exchange betweer% hgtate
industry and the non-socialist sector, Through/monopoly
position of state industry on the market and by measurles

of "socialist Protectionism”, adopted by the state for the
express pucpose of encouraging socialist industry, the
‘rate of interchange between sgtate economy and its “colonies®
could be turned to the advantage of the farmer. Since

this would operate by "causing the product of a unit of
labour or effort in state economy to exchange for the product
of several units of labour in the colonies, it involved an
“exploitation® of the latter by the former, and the creation

of "surplus value”" for the benefit of socialist accumula-

tion. =7

Precbrazhensky argued, "Accumulation by way of an
appropriate price policy had advantages over other forms
of direct and indirect taxation of petty economy, The most
important of these is the extreme facility of collection,
not a single kopeck being needed for any special taxation

apparatus, 8

57. Ibid., p.185,

58, Predbrazhensky, E., The New Econamicg, Clarendon
Press, Oxford, 19%5, p.111.
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However, Precbrazhensky’s theory was open to a number
of cdbjections, The first of these was on the basis of the
political impact of such resource extraction. It was cal-
culated to rupture the gymt.hka (alliance)qbetween the work-
ing class and the peasantry which formed the cornerstone

of the peried of transition, by antagonizing the peasantry,

The most important dbjection on the economic front
was that turning the terms of trade against agricul ture
may have the effect of reducing rather than increasing the
total volume of real resources which agriculture supplied

to industry as the experience of the War Communism period

had shown, Not only had the peasants responded by reducing
the amounts brought to the market, they had even cut down
the amounts soWwn, In such a case the price policy would
have defeated its purpose of increasing the real amount of
accumulated regscurces at the disposal of the state, Bukharin
and Rykov, who were at that time spokesmen of the official
policy, both reiterated that the unfavourable terms of
exchange between industry and agriculture could lead to

a "grain strike® on the part of the village, Moreover
Bukharin argued, that this would diminish the pover of
absorption of the home market, Instead this power should
be increased so that "it leads to an extension of the field
of production, to the reduction of cost prices, and conse-

quently to ever cheaper prices in each successive cycle of
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production. w9 Rykov also argued that reliance should be
placed on an expanded trade turnover between industry and
agricul ture to provide the means for the expansion of
industry, He said, "There are many capital outlays which
must be postponed until such time as industry has won the
possibility of increasing its revenues on the basis of an
extended peasant market and increased mass production,..,
Every Kopeck which can be supplied for the reconstruction
of industry must be exp.nded for this purpose without the
slightest delay. But this must be done by forming an alliance
with the peasantry, and not by fixing prices which the
peasant could not possibly pay., The conquest and satisfying
of the peasant market will bring about socialist accumula-

tion. 50

When Precbrazhensky suggested the turning of the terms
of trade against agriculture he maintained that there was
no harm done if this adversely affected the interests of

the kulaks, since for centuries they had been the exploiting

59, Printed in Ipternational Press Correspondence, vol,V,
No,5, 40, 45, ddted In Do,, M., Sov’ilg_Li:--E-c'mJ omE ic
Development since 1917, op. cit., p.187.

60, Speech at meeting of Moscow Party Groups, Dec. 29,
1923, reported in Economicheskala 2zhizn, Jan., 2,
1924 cited in Dobb, M,, Soviet Economic Development

Since 1937, op. cit., p.1E7.
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class. Now they could be exploited by the socialist state
for building socialist industry. On the other hand it was
the interests of the rural proletariat which the state had
to protect and which would be adversely affected by the rise
- in the price of industrial products. To maintain their real
wages, the state, he suggested, should give them subsidies

etc.6 1

In the context of capitalist industrialization where
the ruling class does not consist of a worker-peasant
alliance, the capitalist state has the danger of losing
the political support of the rural bourgeoisie if .fn: follows
the policy of turning terms of trade against agriculture
and thereby lowering their profits and investment, 1In
the early stages of the development of capitalism thig
support is often very necessary for political stability.
Thus the direction in which terms of trade move may often
be guided by political needs rather thaneconomic require-
ments. Suitable price policy combined with direct state
intervention, quotas, subsidy on fertilizer and other
inputs, compulsory delivery schemes etc. may often be
employed by the state to increase and extract surplus fram

agriculture while keeping in mind its political interests.

61, Mitra, A,, Terms of Trade and Class Relations: An
Essay in Polltical Economy, Frank Cass and Co. Ltd.,
London, 1977, p.50.
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A third way in which resocurces may flow fram agriculture
to industry in a capitalist economy is through the market by
a voluntary transfer of savings., Profits made in the agrariamn
sector may be invested in industry if the rate of return in
industry is higher and induces the peasant to invest,

The Agrarian Transition and the
Agrarian quegtion in Egypt:

In the present day developing world most of the effective

land reforms were implemented under foreign domination, for
example, in Japan, South Korea and Taiwan., The Agrarian
transition in such cases was not entirely the product of

the intemal dynamics of the system, For our study of the
nature of an agrarian transition which is damestically
induced for a present day developing country, Egypt is

an obviocus example, It is one of the few examples where

the govermment attempted a path of independent capitalist
development, To maintain its independence the Nasser
government wished to minimize its dependence on foreign
capital, This meant more reliance on its internal resources.
As agriculture wasg the largest sectorjit wasg agricul ture
which would have to provide the required resources for which
it would have to grow., Barriers to growth, largely insti-
tutional had to be removed and this effectively implied

an agrarian transition, We shall study the internal dynamics

of the system looking at the alignment of class forces in
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the countryside before the land refarm which prompted the agra-

‘rian transition,

Next we shall examine the role'of the state and the
variocus policies followed by it which brought about the
transformation. Mere legislation invariably fails to bring
~about radical change but kaersd=agien in a situation like
Egypt's where social changes led to a change in the law,
legislation was quite effective. Thus, despite the fact
that the state did not have the kind of power which imperia-
list powers possess, land reform was péssible. For example,
the process of peasant differentiation was already underway,
the state accelerated it, This study shall also examine
the conditions for growth, In Egypt institutional barriers
to growth were removed but was this sufficient to bring
about rapid growth? We shall try to show that while removal
of such barriers is a necessary condition for growth, it is
not a sufficient condition, There must exist a set of
incentives which induce investment and increase in producti-
vity.

Important lessons can also be drawn from the Egyptian
experience regarding the contribution of agriculture to
industrialization. As in Egypt a developing country can
systematically adopt policies to extract resources out of
agriculture and minimize dependence on external finance,

We may state our hypothesis as the following, An agrarian

transition is the result of materizl and social changes
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within a system and the role of the gtate which is a part
is crucial,

of the social formationy While an agrarian transition is

a necessary condition for growth, it is not a sufficient

condition, If the state does not evolve a set of incentives

further growth may be impeded and the agrarian question may

remain unsolved. We shall try to test this in the context

of Egypt, a country following the capitalist path of develop-

ment under state direction.



CHAPTER IX

A HISTCRICAL BACKGROUND



Nineteenth century rural Egypt was characterized by a
more or less homogenous peasantry, The first significant
change in property relations was the shift from occupancy
rights to ownership rights, The seeds of a new system were
sown by the change in the form of tax from kind to cash,

The process of di fferentiation of the peasantry which this
started regulted in the dispossession of large masses of the
peasantry, their alienation from the means of production and
the subsequent polarization of the rural econamy into a
rural proletariat on the e hand and a peasant bourgeoisie
on the other. By the time of the revolution in 1952 the

Egyptian countryside already contained seeds of capitalist
production,

In Egypt, tax, rather than rent as in England, was the
main form of surplus extraction, Increasing trade and com-
merce as well as the growing ambitions of the Egyptian.
rulers led to an increase in revenue demand, It was the

effort to increase this revenue which planted the seeds of

change in the Egyptian countryside.

the
As a first step in - transi tion to capitalism was a

change in property relations to private ownership of land.

This change came about with the direct and active intervention
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of the gtate which had the legal apparatus in its hands
and was thus the sole authority capable of changin}g property
relations, The transition from communal property to private

property in land was not a one step process but was stre-

tched over gome period of time,

origin of pPrivate Property in Lands

Till the beginning of the nineteenth century most of
the land in Egypt belonged to the state.b The right to
collect taxes was ‘'leased’ by auction to a tax-farmer
or multazim in exchange for a sum of money, The multazim
was required tc pay a land tax or miri on his ilt.zam,

He could retain the difference between the tax to be paid
and the amount he could manage to exact fraom the fellahgs
or cultivators., Along with the right of tax collectiom,
the mul tagim had the right to arm his retainers, to demand

corvee (unpaid) labour and to adjudicate. 1In short, he

ruled his land.

Till the seventeenth centwry iltizam were granted for
a year or may be a few years, but with the growing power
of the multazimg, by the end of the eighteenth century
they came to be granted for the life time of the mul tazim

and even became ‘heritable and alienable property’, 1

1. Baer, G,, History of Landownership in Modern Eqypt
- 1800-1950, @ip, London, 192, p.2.
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Though tax continued to be pald, the state’s ownership was
much weakened and the multazim became the virtual owner of
the i]jtizam. A number of ways developed by which land could

be bought, sold and mortgaged.

The iltizam land was divided between the multazim and
the peasants who paid a variety of taxes to the mul tazim,
The multazim's land was either directly cultivated by him
using paid or corvee labour or rented out to the village
gshaykh or headman, Lébmr was supplied by peasants holding
usufructory gights or by temporarily landless peasants whose

lands had not been watered by the annual Nile flood,.

Peasants were an almost homogenous group with no signi-
ficant differentiation among them. The village headman
pa
distributed the *arg-al-fellah, i.e. the iltiZam land to

be used by the peasants, to them in accoardance with the

ability of the family to cultivate the land., Such land
was often handed down from father to son who had to pay
an investure tax in order to acquire the right to use {it.
If a peasant falled to pay taxes, the multazim could give

the land to ancther peasant. Thus while an individual

peasant could become landlegs, the *'ard-al-fellah remainead
with the peasants as a group,

The change in the above system came in the reign of

Muhamed Ali, Muhamed Ali wanted to build a large army for
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which he needed a steady and large source of revenue, To
facilitate revenue collection and to protect his centra-
lized power, he abolished the iltizam system and replaced |
it with ihtikar or monopoly system, Under this system
taxes were collected directly by governmeént employees
receiving a salary, peasants were forced to deliver crops
to the state at prices beloWw the market price and the state
had monopoly over both internal and external trade, 2
Commercial crops such as long staple cotton were introduced
by Muhamed Ali for increasing exports to Europe, The
government directed which crops were to be planted, The
shaykhs were the directors and supervisors of agricultural

labour, The poWwer of this "middle group® increased consi-

derably during this period, They functioned as the
government‘s administrators and used their power to

acquire land, for example, that abandoned by peasants

fleeing conscription, 3

The foundations for the emergence of private property
in land were laid in Mohamed Ali's period, Large estates
were created, These were of three kinds: (1) ‘uhdah

were often cbtained by the grantee paying off accumulated

2, Richards, Alan, Egypt's Agricultural Development 1800-
1980, Westview Replica Edition (Colorado), 1982,
Pp. 19-20.

3. Ibid., pp.25-27.
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tax arrears of a village, Under this system the peasants
paid their taxes to the'uhdah holder rather than the

government, (ii) ib *a diyyah were grants of uncultiva-

ted land. The recipient of the land had the right of owner-
ship, sale, transfer and inheritance and he ald not have

to pay any taxes if he brought the land under cultiva-
tion, (i1i) chifliks were grants to Muhamed Ali himself
and members of his family., They largely consisted of

villages abandoned because of the heavy tax burde.-n.4

Thus, through full owWwnership rights were not granted
in land, the change in distribution and the replacement
of the traditional subsistence economy by the growing of

cash crops laid the foundation for a fundamentsal change

in the social structure of rural Egypt.s

The next most important step towards private property
in langd was the granting of ownership rights to grantees
and later to peasants who till now possessed usufruct
rights, This was done by the .;jaid Land Law of 1858, However
ownership was not complete as the payment of taxes was |
still the liapility of the village. The final step came

under Ismail whose need for revenue was greatly enhanced

4, Ibid., p.25.

5. Baer, G,, "Social change in Egypt: 1800-1914" in
Hold, R.M, (ed.), Political and Social Change in
-Modern Eqypt, OUP, London and New York, 1%4, p. 140,
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by Egypt’s growing indebtedness. Full ownership rights
were granted and tax liability reduced in return for pay-
ment of six years® taxes in advance.6 Finally with the

coming of the British all land became full private property.

Dispossession of the Peasantry

The transition to private property in land laid the
seeds of the process of differentiation of the peasantry,
The increasing demand for cash‘was an important step in
this direction, It resulted in the dispossession of the

small peasant - the fellah, and his separation from the

means of production as it became the main cause of his
indebteadness,

Cash payment Of taxes coupled with cash crop cultiva-
tion often forced the peasants to borrow, By 1880 all
taxes had to be paid in cash. Moreover with the state's
growing budget and national debt the tax burden had
increased, The British consul at Alexandria reported
that in 1868 the peasants were paying seventy ber cent
more taxes than in 1865.7 Often peasgants had to borrow
because of the need to buy foodstuffs which had been

replaced by cash ¢r0ps. Often they had to borrow because

6. Baer, G,, History of Landownership in Modern Egypt
1800-1950, op. dt., pp.1-12.

7. Ibid., p.36.
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of the inconvenient timing of the tax collection, Mr,
Vivian, the British Consul to Lord Salisbury reported in
1878, "...the result of the arbitrary angd uncertain demands
of the government, made at seasons which do not coincide
with the harvest, is that the cultivator is often driven
to borrow money at usurious rates of interest ranging upto
7 per cent per month, or even to sell his cattle and

land, and not the least economical evils resulting from
this deplorable absence of system is that the clags of

small proprietors tends tc disappear. w78

The Law of Mortgages of 1875 facllitated peasant
indeb tedness by making money lenders more willing to lend
as it allowed for creditors to foreclose on land for non-
payment of debt. As peasants were often unable to pay |
back the debt, their land and often their bullocks, plough
and implements became the property of the moneylender,
Expropriations in 1883 amounted to 22,047 feddans (1
feddan = 1,038 acres), in 1884 to 18, 148 feddans in 1885
to 17,628 and in 1886 to 12, 9&39.e (The improvement wasg

because of the change in the timing of tax collection,)

In other cases, the burden of taxation forced cul ti-

vators to abandon their land and to forfeit ownership

7a. Ibid., p.3.
8. Ibid., pp.37-38,
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rights. Sometimes the non-payment of taxes led to con-
fiscation of land. Baer estimatesg that by the end of
the century almost one to two million persons must have
be come :|.andless.9 Such persons were forced to enter the,

labour market as they had no other source of livelihood,

Relations of Productiom

The rural proletariat consisted not only of the land-
less peasants but even others who were forced to sell
their labour power, ©Of course, the tarahi], the landless
temporary labourer employed on a daily wage basis who was
very mobile was the classic case of a proletarian but
the rural proletariat also consisted of marginal peasants
who hired themselves out on contract. Since the granting
of ownership rights to peasants, inheritance laws had led
to large scale subdivision of peasant 'holdings since a
large number of holdings now fell below 3 feddans, they
were unable to provide peasant households their subsistence
requirements and such peasants had to enter the labour
market to supplement their incomesg, The rural proletariat
thus consisted of not only the free landless worker but
also the class of landholding wage workers who, like the
| Russian rural proletariat Lenin describes, undertake

insignificant farming on a patch of land, With the farm

9, .Ibid.
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in a state of utter ruin, are unable to exist without the
sale of labour-povwer and have an extremely low standard
of 1iving. 1® The third element which constituted the rural

proletariat was the attached worker, the tamaliyya.

Cultivation on large estates was carried out using
hired labour under the ‘ezbah system, Apart from the
existence of large éstabes, of a large landless class, and
of private property in land and labour, the two bases of
this system were the crop rotation of cotton, wheat, maize,
beans and clover and the time pattern of labour inputs in
cotton, The landowWwner was interested in the cotton and
wheat harvests for which a market existed. Ccotton required
a large labour force throughout the groWwing seasomn and
a still larger one at the time of harvest, Clover, beans
and maize had to be grown in rotation with cotton to ensure
high cotton yields and to preserve fertility of the soil,
Cultivation thus required both a permament and a temporary
work force, the Jlatter to supplement the former when the
demand for labour was high, The labour force was thus two- .
tiered - "that attached to the domain® or tamaliyya and
daily wage labourers, often migrants, tarahil, Tamaliyya
workers were usually hired for the year while tarahil

were hired on a dally wage basis for cash when demand

10, Lenin, V.I., The Development of Capitalism in Russia,
op. cit., pp.181-2,
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for labour was high like during harvest time., The tarahil
were straightforward wage labourers with a high mability

and no pre-capitalist ties with the landowner,

The case of the tamaliyya was more camplex. Thege
workers received payment in both money and in kind. The
latter consisted of Subsistence crops like -maize or millet
or granting of a small plot of land. The plot of land
was given either for reduced rent or the fellah only had
to pay land tax on it, Since the owner was not likely to
market fodder and subsistence crops, he granted small
rotating parcels of land growing these crops to the tama-
liyya., This reduced the task of supervision and left the
overseer free to look after irrigation work- , supervise
the cultivation of cotton and wheat which wére more profi-
table, While the tarahil workers were undoubtedly members
of the rural proletariat, so were the tamaliyya who freely
entered into a contract with the land owner who  preferred
to allot him a plot of land rather than wages in cash or

kind,

Land which was not directly cultivated was rented
out more often under the system 0f sharecropping than cash
rent, There is evidence that the metayage was a common
system of leasing out where the landowners supervised the
cultivation by tenants, specified crop rotation and sharegd

the costs of cultivation 'and the produce, The terms of
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sharecropping agreements were highly varisble and special
arrangements existed, for example, sharing of one crop
only, on the granting of a parcel of land to be planted
in birseem to feed the animals., Often the metayage system
could grade off into the ‘egbah system, For example, the
care of animals on ‘ezbah was usually arranged on a share
bagis in whiéh the landlord purchased the animal, entrusted
its care to an ‘ezbah worker who fed the animal with the
maize stalke and birseem from his subsistence plots, and
consumed the animal’s milk himself, The landlord had the
use of the animal whenever necessary, and when the animal
was sold for butchering, the proceeds were divided between
the ‘ezbah warker and the landlord. Under this transtory
system the —return to the landoWner was not pre-capitalist

ground rent but contained an element ©Of interest On capital
advanced by him,

Largeestates in Egypt often cultivated using the
‘ezbah system if the owner was a resident and the cash
renting system if the oWner was an absentee landlord, In
the latter case land was leased out tO intermediaries,
often village notables who further leased it out on a
sharecropping basis, For medium sized properties there
is evidence that land would be exploited by the rich

peasant using the 'ezbah system if his estate and means

were large enough., If the estates were smaller they
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generally used sharecropping.

The transition:

The availability of new technology speeded up the
process of traﬁsitim. In the period 1917 to 1927 there
was a shift from sharecropping to a gystem of direct exploi-
tation., The number of 'péid workers" increased by eighty
per cent betWween 1907 and 1927, while population occupied
in agriculture increased by only 46 per cent., By 1939,
seventy-nine per cent of cultivated area was cultivated
by the owners., Seventy-three per cent of land held by
medium-sized property holders /land area betWeen 5 to 50
feddang/ was exploited directly. The number of cultivators
leasing in land declined from 506, 181 in 1917 to 210, 384
in 1937 although population in agriculture increased

from 2.8 to 4,28 million.ll

The following table shows the rapid growth of agri-
cultural machinery used. As can be seen, apart fram the
large estates which were undertaking direct cultivation,
medium-sized holders started using more machinery as is

characteristic of capitalist farming,

1. Richa;rés. A, Ec ‘2- t's A riéultﬁfa;:‘tbvélo;_;ment
1800-1980, op.cit,, p.157.
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Table 2.1
A, Agricultural Machinery, 1929 and 1939
Machine o Tool Number % chage
1929 1939 1929-39

Steam Ploughs 1, 008 1,795 78
Native Ploughs 564,144 603,903 7
Threshing Machines , 569 2,123 273
Segregating Machines 746 2,083 179
Winnowing Machines 2,373 2,494 5
Native Threshers (Nurag) 302,023 301,705 0

B, Ownership of Agricultural Machinery and implementsg,
1939

Machine or Tool % owned % owned % owned
by oWwner by owner by owner
of 50+ of 5-50 of 0=5
feddan feddan feddan

Steam Ploughs 84 13 3

Native Ploughs 15 32 53

Threshing Machines 87 10 3

Segregating Machines 72 19 9

Winnowing Machines 69 24 7

Native 'rhreshérs 15 42 43

Source: Agricultural Census, 1939, Table XXIV, pp.110-11.
Cited in Alan Richards, Egypt's Agricultural
Development, 1800.1980, Colorado, Westview Replica

Edition, 1982, p.134.
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Technical progress in the form of new production
techniques further enhanced the process of differentiationm,
In the first half of the twentieth century the two year crop
roration system was adopted. This system led to a deterio-
ration of the soil and a subsequent decline in ¢ields, while
the medium sized property holders could offset some of the
decline in yields by use of improved drainage and chemical
fertilizers, as they had access to capital and cheap insti-
tutional credit, the small peasants could not do so as they
lacked capital and their only source of credit was the
moneylender who charged usurious rates of interest, Thus
thelir econanic position worsened relative to that of the
medium sized property holders, By the middle of the twen-
tieth century a large number of peasants were entering the
labour market not only due to fragmentation and land losses
due to debt but also due to government tax policy. Until
1926, if a peasant accumulated more than £,B.2 in tax
arrears, he lost his land, From then onwards the amount
was reduced to £.E.1. As a consequence from 1927 to 1937,
44,000 peasants lost their lands and many were forced to
sell their cattle, implements and land., Richards holds
that by this time there were at least one-and-a-half
million landless peasants. He argues that to this number
one must add the 1.75 million who held less than one

feddan, Further, one must add all those who held less
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than three feddans which wags the minimum necessary for
sel f-sufficlency. Overall, more than 75% of the rural
population did not have sufficient land to live on and
many of them must have increaéed the supply in the market

for labour,

Table 2,2: Landless families in Rural E be fore
the Agrarian Reform (°0Q0s

Agricul- Popula~ Number of Number of Number Of Percen-

tural tion Rural fa- 1land hol- landless tage of
Census milies ding fa- families 1landless
milies to rural
families
1929 10579 1904 1207 6 97 37
1939 11664 2100 993 1107 53
1950 13700 2466 997 146 9 60

Source: Radwan, Samir, Agrarian Reform and Rural
poverty in Eqypt 1952-1915, ILO, Geneva,
1977, p.7.

We can thus conclude that there had emerged signi-
ficant differentiation within the peasantry. While on
the one hand had emerged a rural proletariat consisting
of the landless and those holding land below 3 feddans who
had necessarily to resort to a sale of labour-power to
make ends meet, on the other was a rural bourgeoisie
owning above S feddans of land which relied to a great
extent on hiring wage labour to cultivate thelr land

and used capitalistic farming methods on a significant
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scale., It often cultivated high valued crops like fruits,
flowers and vegetables since the purpose of production
was profit and not consumption, Lenin, in the context
of Russia, describes the characteristics of the ‘'peasant
bourgecisie? as follows, "The size of the farm in the
majority of cases, requires a labour farce larger than
that available ip thé family, for which reason the forma-
tion of a body of farm labourers, and still more of day
labourers, is a necegsary condition for the existence of
the well-to-do peasantry. The gpare cash dbtained by
these peasants in the shape of net income isg directed
towards commercial operations and usury, which are so
excessively developed in our rural districts, or, under
favourable conditions, is invested in the purchase of

nl2 Thus in the early stages

land, farm implements etec,
of development of capitalism the reinvestment'of surplus
by the emerging agrarian capitalists is both in the sphere
of production and the sphere of circulation,as was done py the
easant bourgeoisie in Egypt. It is only
[fn the more developed stage that investment. :in the sphere

of production takes predominance,

The Years of Crigis:

During the period of the Second World War there was

widegpread inflation which the war had caused, increasing

12. Lenin, V.I., The Development of Capitalism in Russia,
op. cit., pp.179-80.
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landlessness and increased exploitation of the peasantry,
This led to a number of revolts and spontaneous mass up-
rising, In a number of violent incidents peasants attacked
officials, moneylenders and landlords. As fertilizer
imports fell during the war, cereal production fell and
pri}ces rose. Per capita cereal consumption fell, Real
wages in rural Egypt fell after 1939 as can be seen in the

following table,

Table 2, 3: Movement'in Real Wages in Rural Egypt

(Average Daily) 1938 = 100

Year Real Wage Index

1938 100
1939 116
1941 90
1942 83
1943 87

Source: Samir Radwan, oOp. cit., p.31.

At the end of the war ®“rural crime*® rose sharply. To
clte a few incidénts. in 1946 over one thousand tenants and
labourers attacked and destroyed the office of Kom Ombo
'estate in Aswan, In 1947, in Shoha in Dagahliyya there
were revolts against abgentee landlords. At Kafr Negm

peasants burned crops and destroyed agricultural machinery, 13

13. Richards, A,, Egypt's Agricultural Development 1800~
-;_9_..9‘ 3’.9‘ _,_C_i,_too p. 1740
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Such incidents were reported from & number of other places
as well, The groving social unrest led to a‘lack of
control over fhe labour process and this seems to have
prompted landowners to withdraw from ._. . )

- direct cultivation to cash renting. wWhile
in 1939 only 17 per cent of the cultivated area was leased,
either for cash or on a share rent:basis, it is found that
by 1949, some 60,7 per cent of the total was rented out
of which nearly two-thirds of all rentals were for cash
(36.5 per cent of the total cultivated area).14 Phis

represented a major departure from previous decades.

Rents were very high and rose very rapidly. Culti-
vable land was limited to the areas which could be irrigated
by the Nile and with the rising population the man-culti.
vable land ratio was rising very rapidly, Land hunger and

lack of alternate employment contributed to the rise in
rents,

The system of cash rents gave a secure and steady
money income tpo landowners who now did not have to bear
any risks, 'rh;a larger the land owned, the larger was
the abgolute income and as most of the véry big landowners
were absentee landlords settled in the urban areas, it

seemed that they dld not suffer much by the withdrawal

14, Ibid., p.173.
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from direct cultivation on their estates through agents
and managers to0 cash rentals, This was particularly since
cotton prices had fallen in this period. And, despite the
fall in cotton prices rents were kept high. This is illus-
trated by the incident at Mit Fadalla where peasants went
on strike refusing to harvest cotton, since the rents were
above the level of cotton prices. Moreover the landed
aristocracy found a profitable outlet for investment of
their income from agriculture in the rapidly expanding
industry, Since they were not interested in investing

in agriculture where returns were not so high they were
content with the cash rental system, And, when peasants
revolted the army was again and again called upon to

suppress these revolts,

chever'it seems that the withdrawal toc cash renting

must have acted as a brake to the rising strength of the
rich peasantry who had started making capitalistic profits,
Some continued to undertake direct cultivation but only
with added risks and loWer profits, Others rented out

for cash but since their estates were not so large their
absolute incomes were not large either. As rents took
took away the entire surplus and the peasant had no means

to invest in lang, it soon happened that output growth

slowed down., Now, increaesing cash rents would have meant
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cutting into necessary subsistence requirement of the
peasant - and further revol ts which would have worked
against their interests. Since his income was not large
enough the opportunities for the rich peasant to invest
in industry were limited, This meant that as long as
productivity in agricul ture did not rise, his income

was stagnant, He himself did not invest in land improve-
ment because under the cash rental system he would not
automatically receive the returns to his investment, He
would have to raise rents which might sharpen class conflict
sO there was a halt to further investment and growth of
productivity, The picture that emerges is that while the
landed aristocracy, which held the political power, was
content to return to leasing out land, the rich peasant
was not so, Moreover, apart from there being a halt to
growth and investment under the new system, the latter's

political power started declining relative to the former,

The situation might be summed up in the following
words of Marx, “At a certain stage of development, the
material productive'forces of society came into conflict
with the existing relations of production or - thisg
merely expresses the same thing in legal terms - with
the property relations within the framework of which they
have operated hitherto, From forms of development of the

productive forces these relations turn into their fetters.
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Then begins an era of soclal revolution, w15

In Egypt there prevailed a situation in which the
daminant production relations led to a dcline in growth,
Wwith the stagnation came large scale discontent among
most of the sections of the rural populace - the rich
peasants, small and marginal fammers, the tenants, the
landless workers and the growing numbers of unemployed.
As we shall see in the next chapter the Egyptian country-
side was plagued with social tensions and popular mass

movements in the following years.

15. Marx, K., A Contribution o the critique of Political
Economy, Progress Publishers, Moscow, 1970, p.21.




CHAPTER III

THE AGRARIAN REFCRM
IN EGYPT



This chapter deals with the gevelopment that led to
the agrarian reform in Egypt, the agrarian reform and its
effects on rural Egypt. We shall first deal with the
political ¢rises emerging from the 0ld order and threatening
to bregk it, A discussion of the land refam legislation,
tenancy acts, minimum wage legislation and t.he cooperative
system would at every step be accompanied by an analysis

of itg effects on socisl stratification and clags differen-

tiation in Egyptian agriculture.

Political Context and Land Reform:

The end of the second World War was marked by the
development of important contradictions between the
interests 6f the rural bourgeoisie and the ruling elite,
Not only did the rural bourgeoisie resent the inferior
position which was allowed to it by the local and foreign
industrial bourgeoisie, not only was it affected by fluc-
tuations in the international market, pressures exerted
by big banks and export firms without sharing state power
which enabled the ruling class to protect its own interests,
but it was alsoc the victim of rising land prices and |
high rents in a country where vast domains of the limited
arable land were owned by the landed aristocracy. Since
the last quarter of the nineteenth century the appearance

of large scale production for the market and a growing
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use of wage labour had put the Egyptian economy on a path
of transition to Capitalism but the weilding of political
povwer by the landed aristocracy and a bourgeoisie whose
interests were subservient to the interests of foreign
capital had become a fetter to the full development of
capitalism. Not only were precapitalist features, both

in economic and social relations, sought to be strengthened
by this class, but they élso proved to be an impediment to
the growth of the rural bourgeocisie, At the same time

mass discontent and ‘*‘rural crimes® were on the rise,

Between 1949 and 1957 peasant uprisings rose to an
unprecedented scale especially on the large estates,
Peasants attacked private guards and police barracks and
set fire to offices demanding the land on which they
worked, In 1951 a number of rebellions broke out, for
example, in Juné cne of the fiercest incidents occurred
in Buhut, a village on the estates of Badrawi ‘'Ashur
family in Gharbiya province. 1 Some time later fella's
on the Kufur Nigm estates revolted against their land-
lord, Crown Prince Muhammad Ali Taufig., In Octodber the
tenants of the state Domain at as-Siru squatted on lands

farmerly rented by them, demanding that the Government

1. Baer, G,, History of Land ownership in Modern Egypt,
__opo _c_j_-_r'oc p. 221.
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should sell these lands to them, as promised, and not
implement its later decision to put them up for sale by
auction, It is reported that one after another - Prince
Yussef Kamal, Faud Serag Eddine Pasha, Abdel Latif

Talaat Pasha and so on faced armed peasant revolts on
their estates, 2 The arms used were often modern weapons,
This indicates that the organization among peasants was
growing., This was the period when communists had decided
to work among the peasants and rally them around the move-
ment which'was arising in the cities, The left had already
found support among the industrisl trade unions, the
students, school teachers and minor office workers, The
government could no longer maintain law and order. Large
sections of the rural landless had migrated to urban areas
in search of jobs but as industry failed to absorb them
they offen turned to crime, There was a collapse of the
parliamentary system. The regime could not control the
Cairo mab in January 1952, The corruption of King Farug
and his men and their policies towards the British gave

rigce to a wave of nationalist sentiment.

As social unrest spread, there arose the issue of
agrarian reform, But though the agrarian reform was

discussed by politicians and Cabinet Ministers and

2. Richards, A.,, op. cit., pp.174-5.
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debated in parliament, Baer notes that all the parties
represented in the various Egyptian parliaments were at

one in their opposition to it, This was because, firstly,
great landowners were among the leaders of these parties
and secondly the new urban upper middle class was against
it, This class had emerged with the industrial, commercial
and financial expansion accampanying the second World War
and was emerging as a political force. Its iInterests were
bound up with those of the landowning clags which was now
participating in urban enterprisegs., Bger argues that this
middle class had grown at a time of social tension in the
cities, with famine riots in 1942, and waves of labour
disputes, strikes and demonstrations in the later 1940s.
This class thus"felt the need for cooperation with the
ruling classes, it was apprehensive of any demand for social
reform, and refrained fram any action that might awaken this,

for fear that, once started, no bounds could be set to it, w3

But with social tensions intensi fying, many realized
that land reform had became a necessity. "The national
struggle was on the point of tuming into a genuine popular

revolution with the massive support of the peasants, w4

3. Baer, G., History of Landownership in Modern Egypt
.1800- l% e .02. Cit., p. 205.

4, Abdel-Malek, Anonar, Egypt: Military Society, Random
House, New York, 19%8, p, 36,
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The possibility of the expansion of property owners was
frustrated and their future prospects were endangered by
the growing and increasingly irrepressible mags movement, 3
A group of moderate reformers advocating refarm wrote,
"Limitation'of existing property... 1is a cruel measure
which governments as a rule do not agree to carry out
except under the threat of social revoclution, We hope
that the implementation of the reform proposed by us...

will relieve us of the necessity of confiscating landed
property.

Every year of delay makes the prcblem of the large
estates more critical and strengthens the arguments of

thoge who demand more extreme measures, "

The proposed reform was to put a limit to the
fur ther expansion of large egtates and did not affect
existing landed property. This proposal, called the
Khattab's draft law, tabled in the Senate in 1944, would
have made it illegal for any person possessing 50 fe:dans

of land or more to acguire additional acreage except

Se Hugsein, Mahmoud, Class Conflict in Egypt 1945-1970,
Monthly Review pPress, New York and London, 1973, p.%.

6. Ghali, al-islah az-zira '¢', p.65 in ‘Egypt Contem-
poraire' XXXVIII (1947), 15 cited in Baer, G,, History
of Landownership in Modern Egypt, 1800-1950, op. cit..

p. 211,
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through inheritance. Although the 8Social Affairs Committee
of the Senate approved the bill; it raised the limit to

100 feddans. In 1945 when the bill was to be debated by
the Senate, the government opposed it and in 1947 it was
finally rejected. A similar proposal was presented to the
Senate in 1950-51 by Dr, Ibrahim Bayumi Madkur and was

rejected.7

Another land reform programme proposed in 1945 by
Ghali fixed, at the outset, the limit beyond which a
landowner - would be prohibjited from acguiring more 1land
gt 100 feddans, He objected to the 50 feddan limit on
the basis that it would "restrict the initiative of the
rural middle class, those rural notables who, in our
opinion, have the vital task of infusing life into rural
society, w8 He argued that medium landowners must be pro-
tected as they had to play an important role in the district

councils and other local institutions.

It is not surprising that any bill regarding the
limitation of large holdings was overwhelmingly defeated
as large landowners dominated the parliament and politics

and any land ceiling, they thought, would be against their

7. Baer, G,, History of Landownersghip in Modern Egypt
1800-1950, op. cit., p.212.
8. Ghali, op. cit. cited in Baer, G,, Histor of

Landownership in Modern Egypt, 1800-1950, Oop. cit.,
p.212.
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interests. It thus became clear that as long as political

pover lay in their hands there could be no agrarian reform,

On the cother hand the Muslim 3rotherhood and the
Cqﬁmunists were advocating radical reforms. The Muslim
rotherhood was for the free distribution of surplus
land to the landless peasants, a position from which they
withdrew later to advocaté sale of this land to landless
peasants at a reasonable price and on easy terms. (This
group also later withdrew from its position that in accor-
dance with the teachings of the prophet land should not
be leased out.)9 The comnunists advocated more revolutionary
measures. Land in excess of 50 feddans per owner was to
be confiscated without compensation and distributed equally

among the landless .and agricultural workers, 10

Till the mid.-1930s the Egyptian army was dominated
by sons of the ruling aristocracy. After 193% the British
were compelled to open up the ranks of the army to the
others as well who could afford the highly expensive
education at the Military Academy. By the end of the

1940s it was found that the lower and middle rank officers

9. Baer, G,, History of Landownership in Modern Egypt,
_opo 2;0. ppo 213—14.

10. sSa'qd, Sadig mushkilat al-fallah, (The Problem of the
Felluh), Cairo, 1345, pp.51-69. Cited in Baer, G.,
History of Landownership in Modern Egypt, op. cit.,
p. 214,
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came largely from the middle classes “connected by origin
and ideology to the rural bourgeoisie. 11 They attribu-
ted Egypt’s social and political ills largely to its
agrarian structure, They increasingly felt that political
change had become necessary to forestall a deeper upheaval
or a Communist revolution, Moreover, the agrarian structure -
the distribution of landed property, the high rents and
the social status connected with the ownership of land -
Wwas seen by them as an obstacle to Egypt’s industrial
development, laqk of which had becone a source of its
backwardness and military weakness., As capital was diver-
ted from investment in industry to the acguisition of more
landed property, a change in the agrarian structure became
essential to transfer resources from agriculture to

industry for the latter's development,

Seizing the opportunity created by the chaos and
deep political crises in 1952, the 'Free officers’, a
secret organization of the lower and middle ranks of army

officers, 12 led by Gamal Abdel Nasgser captured power in

11, Hussein, M., op. cit., p.77.

12. An interesting study of the influence of the rural
bourgeoisie on the new regime is found in Binder,
Leonard, In a Moment of Enthusiasm: Political Power
and the Second stratum in_ Egypt, University of Chicago,

Chicago, 1978.
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July and their first task was toO enact a Land Reform Law
within two months of coming to poWwer, This indicates that
land reform was an integrél part of the '‘military revolu-
tion’.
The Agrarian Reforms Act had twin political cbjectives,

While on the one hand it wanted to break the power of the
S ruling elite so that the rural bourgeoisie could regain
its position, on the other it sought to avert the danger
of a radical restructuring of production relations which
might be the ocutcome of a mass movement led by the commu-
nists and supported by the peasantry, Since the popularity
of communists, who were advocating the confiscation of
landed property above 50 feddans without compensation,

Wwas growing, the need to protect the institution of private
property was urgently felt, It was argued, "“Social sick-
ness 1s graduaily spreading through the countryside,.. If
this movement is neglected at all.'it is full of dangers...
Reform will be accomplished with them (the large proprie-
torg) or against them; it would be preferable for everyone
if it were carried out with their consent and better still
with their coéperation... In a time of revolution agrarian
reform is concentrated on the compulsory elimination of
large estates and sometimes their owners; in Egypt in

the present circumstances it should be carried out by a

wise and provident government that wishes to profit fraom
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a period of relative calm tO accomplish a comprehensive
reform. Political opinion is resolutely turning toward
the left: a general desire for social progress is becoming
more and more manifest,.. but its dominant direction has

not yet clearly appeared."13

It was thus recognized that ",.,the structure of lang-
ownership has to be modified in order to prevent the
storms that are gathering on the horizon, w4 In addition
to the need for land reforms felt by political leaders
within Egypt, on the international sgcene, ever since the
Chinese revolution and the threat of such a revolution
in other underdeveloped countries it was felt that ®in
certain counti‘ies it would be 1mpossible to combat hunger
and socialism except through land refarm,..® In February
1952 in @ US State Department publication entitled
*Land Reform, A World Challenge®, a call was given to
bring about changes in the system of landownership and
leasing, emphasizing the importance of these measures

in the fight against communism.

The National Bank of Egypt greeted the reforms thus,
"Eqypt may consider herself happy that after so© many dis-
appointing promises and empty talk, the matter has not

slipped out of the hands of an orderly government dealing

Kotb,
13./ sayed, Al _Islam W'l-ra‘-sgmaliyya (Islam and Capitalism),

Cairo, 1951, Cited in Abdel Malik, op. cit., p.S6.

14. Ibid.
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with it within the framewark of the law, and has not fallen

into the sphere of *"mass initiative®, violence and disorder,

Looked at from this angle, almost any reform, no matter

ho# radical, is preferable to the anarchy of a mass move-

ment., w15

Making the dojectives of the revolution and the reform
very clear Sayyid Mar'i remarked, ®"We all remember the
days preceding the revolution of July 192; we remember
ho# the Egyptian village became restless as the result of
dangerous agitation; we remember the events which led to
bloodshed and destruction of property - for the first time
in the history of the Egyptian village.&puld the large
landowners have preferred to be left exposed to the wind
bléwing through this unrest, exploiting want and poverty,
until it became a tempest uprooting everything,.. and

endangering perhaps, the peace of our entire fatherland? w16

The Land Re form Act

Land Ceiling: The Law of 1952 set two hundred feddans as

the maximum limit of ownership per individual plus hundred

15, *"Agrarian Reform in Egypt" NBE, Economic Bulletin, V,
No.,3 (1952), p.167. Cited in abdel-Fadil, Income Re-
distribution and Social Change in Rural Egypt, 1952-
1370, ap, Cambridge, 1975, p.23.

16, al Ahram, 4 Sept, 1952, cited in Baer, G., Historz
of Landovnership in Modern Egypt 1800-1950, op. cit.,

p. 222.




. feddans extra for the
proprietor's dependent children., It empowered the govern-
ment to requisition any land holding in excess of the
maximum limit within a period of five years, There was
provision for the landowner to transfer the ownership of
his land in excess of the maximum limit, within five years
of the enactment of the law, to farmers owning fewer than
five feddans, provided their ownership did not exceed ten
feddans; or to graduates of agricultural institutes who
ovned fewer than twenty feddans, provided that the land
so disposed must be of orchards and in holdings of not

fewer than ten and not more than twenty feddans, A7

In 1952 on the eve of the reforms the very big
landowners who ovned over 200 feddans represented less
than 0,1 per cent of the landoWwners and they possessed
20 per cent of the cultivated area, Together with the
medium-sized landowners who possessed over S feddans and
who represented slightly less than 6 per cent of all land-
oWwners, they possessed 65 per cent of the cultivated area,
94.3 per cent of the landowners thus possessed only 35

per cent of the cultivated area, 18

17. Gadalla, sadd M,, Land Reform in Relation to Social

Devel%ment..in Egypt, University of Missouri Press,
-C—(-)-l a, 1 2, ppo 38"390

18. Statistical Yearbook of ARE, 1952-.73, Oct. 1974 ,
Cairo, cited in Radwan, S., op. cit., p.19%



87

Under the 1952 land reform 434, 000 feddans were
requisitioned from private landowners and 145,0C0 feddans
in excess of the limit were sold., Moreover, what occurred
as a result of the land ceiling legislation was not merely
a sale cof land in excess of the maximum but even "distress®"
or "crash®" sales, often to the rich peasants, by large
landowners who feared a lowering of the maximum limit in
future, Such a fear was justified considering the fact
that political power no longer lay in their hands, and,
in fact, in later legislations, the ceiling limit was
reduced since it was realized that many landowners were
holding large estates by registering land in the names of
their minor children and wives., In 1958 the law was
amended and the maximum holding by each family was fixed
at 300 feddans, The second Land Reform Law of 1% 1 reduced
individual ownership to 100 feddans, which was lowered
still furthber, by a third law in 1% 9, to 50 feddans per
lindividual and 1€0 feddans per family, By 1970 944,457
feddans of land were requisitioned. This included land
requisitioned from the Royal family, foreigneré and waqf
land. 13

As a result of the "crash sales®" land values fell

by 50 per cent or more as large tracts of land were wold

19, Raawan, Samir, op. cit., p.16.
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because of the threat of further requisition, In sparsely
populated areas, such as the Buhaira province where 25 per
cent of the cultivéted'land was subject to expropriation,
panic stricken landowners were compelled to extend long
term credit to prospective buyers for purchase of land,

As a result of "crash sales" there was excessive frag-
mentation of some of the most fertile estates in Egypt.

By the time the government put a ban on further sales in
Octcber 1953, 145,000 feddans of highly fertile land had

already been split up and sold to small farmers.zo

compensation: Compensation was paid to landowners

for land expropriated at a price equivalent to ten times
the rental value of the land, with ;ental value taken to
be seven times the basic:land tax as assessed in 1949,
Compensation wag paid in the form of non-negotiable bonds

bearing interest of 3 per cent per annum and redeemable

in 30 yeal‘s.21

Even though the compensation paid was generous, the
expropriation of langd dealt - a heavy blow to the power
of the landed aristocracy. After the land reform they

could no longer rule the Egyptian countryside., The power

20, Sa&, Gabriel, The Eqyptian Agrarian Reform 1952-19% 2,
ap, 19%7, p.20.

- 21, Marei, Sayed, UAR Agriculture Enters a New Age,
Cairo, 1960, p.45.
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of 1789 familieg who had owned massive estates was taken
away at ocne stroke, The holdings of the rich peasantry

now became among the largest in the village., They gained
in strength not only because of the reduction in the power
of the large landowners but also because of increase in

the land held by them as many bought land when there were
ncrash saleg" by the large landowners and many bought plots

for orchards near urban areas.

Land Redistripution: The requisitioned land was to be

distributed by the government in lots of not fewer than 2
feddans and not more than 5 feddans each to Egyptians
involved in agricultural activity and oWning fewer than

5 fedcdans, Priority was given first to those who actually
cultivated the land, then to peasants having the largest
families in the village, then to those possessing less
wealth among fellow villagers, and finally tO non-regidents
of the village. The price charged of the land distributed
to farmers was based on the rate of compensation paiad by
the government to the original owners, plus 15 per cent
for expropriation and distribution, plus 3 per cent annual
interest rate, The price of each portion of distributed

land was to be paid by the recipient in thirty equal

instalments.22

22. Saab, Gabriel, op. cit., pp.41-46.
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Table 3,1: Changes in the Structure of Landownership in Egypt

| 352-77

5ize of ‘Distribution before 1952 Law . Situation in 19%5 - Situation in 1977

Ownershi Average Aver age Aver age

(feddans holding holding holding
Owners Area per Owners Area per owners Area per
000s % fed- % osner 000s % fed- % - owner 000s % fed. % owner

. dans dang dang

Small <5 2642 94,3 2122 35.4 0.8 3033 95,0 3693 59,1 1.2 3313 95,C 2876 52,¢C 0.9

edium

10 - ¢ 20 47 1.7 63 4,7 12,6 40 1.3 527 8.2 13.3 44 1.3 572 10,3 13.C

20 - ¢S50 22 0.¢ 654 10.8& 29,7 29 0.9 815 12,6 28.1 23 0.7 668 12.1 29.C

Large

b0 - < 100 6 0,2 430 7.2 71.7 6 0.2 392 6.1 65,23 6 O. 473 8.5 78,8

> 100 5 0.2 1614 27.0 322.,8 4 0.1 421 6.5 105, 3 2 0.1 330 6.C 165,0
rotal 2801 100 5984 100 2.1 3190 100 6462 100 2.0 3482 100 5535 100 106

Source: Statistical Yearbook of ARE 1952-73 for 1952 & 19%65.,
‘For 1977 figures CAPMAS cited in Hanson, B, and
Randvan, S., Employment Opportunities and Eguity in
Eqgypt, ILO, Geneva, 1982, Table 47, p.107.
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Table 3,2: Land Distributed Among Farmers with Limited

Tncome ~
Year Agrarian Reform No, of benefi- Average size
Lands*, Area clarieg*» of benefici-
(feddans) ary's hola-
ing
1953 16,46 4,784 3.4
1954 65, 285 24,295 2.6
1955 66,687 31, 5‘88 2.1
1956 35,558 15,678 2.2
1957 42,067 19,701 2.1
1958 42, 520 17,045 2.5
1959 5, 982 2,447 2.4
1960 23,426 10, 345 2.2
191 28, 281 9, 291 3.0
1962 106, 150 31,605 3.3
1963 90,172 )
1964 121,645 g 107, 286 2.2
19%5 26,013 ;
19%6 25,668 12,013 2.1
19%7 58, 107 31, 298 1.€
1968 20,531 8, 295 2.5
1969 22,743 9, CS6 2.5
Total Ter,761

Source: * Statistical Abstract of United Arab Republic
1951/52-1% 9/70, CAPMS, Cairo, June 1971.

** Statistical Handook of ARE (1952-1970), op. cit.
Cultivated Areas in ARE in 1% 9, Ref.,No.30/413,

Nov. 1972, p.Ss8. A
Statistical Atlas (1962) cited in A, Fadil, op. cit.,

p. 9.
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By 1970 an area of 817,538 feddans or slightly less
than 13 per cent of the total cultivated land of Egypt
during that year, had been distributed to 341, 982 families
comprising some 1.7 million persons or 9 per cent of the

rural population, 23

The size of the holdings allotted by the land reform
authorities was calculated in such a way as to give each
~beneficiary and his family an annual income just sufficient
to meet subsistence requirements. This income was equal
to the cost of bare necegsities plus 10 per cent. Plots
of two to five feddans distributed thus varied according

to the fertlility of the s0il and the size of the beneficia-

ry's family, 24

Gadalla, in a survey of land reform estates, notes
that land reform beneficiaries acquired the title to the
land, but they did not obtain the right to exercise their
wills on the land. 'They were not allowed to sell, sublet
or even to farm independently. Al though in terms of tenure
status, they had more privileges and opportunities than
tenants and labourers, they did lack essential privileges
usually accorded to landowners., In official registries

they were not called "mullak® (owners) but "muntafieen™

23, Statistical Yearbook of ARE (1952-1970), op. git.

24, Saab, Gabriel, op. cit., pp.37-38.
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which means beneficiaries and they called themselvesg

"mumallakeen El-Islah" which means the recipients of

landownership under the refarm, Land Reform beneficiaries
wWwere thus a new kind of tenure class who were neither

oWwners, tenants, nor agricultural labcurers.25

The land reforms were no Qolution to the problem of
landlessness as most of the land redistribution was limited
to previous tenants and small farmers, Since the landless
agricultural labourers featured low on ‘the priority 1list
of potential land reform beneficiaries, given the limited
land to be redistributed not many became landowWwners. There
was only a temporary reduction in the number of landless
and their percentage in the population, Aand, this reduc-
tion too, though partly due to land reforms, was mainly
due to increased migration as lahourers in public works
and other urban activities. Given the small total area
affected by the land reform and the continued growth
in population the effect of the land reformm was very short
lived. In 192, 1.2 million families (44% of agricultural
families) were landless, in 191 the number had declined
to 1 million families (40% of agricultural families) but

by 1972 some 1.5 million families (45% of agricul tural

25. Gadalls, S., op. cit., p.52.



families) were landless.m It is also possible that land
reform could have had a stronger impact had it not been

for piece meal introduction of legislations and the illegal
practices of o0ld landowners., Also, the area subject to
sejquestration under the First Agrarian Reform of 1952 was
estimated to be 656,739 feddans belonging to the 1789 large

landlords. But only about 450, 305 feddans were actually

sequegtrated. 4

As a result of the land ceiling and land redistripution
one fihds that while large landowners particularly those
owning above 100 feddans were the worst affected, there
was an improvement in the position of the small farmers,
while the medium sized farmers® holdings were left largely
untouched, Despite the fact that the regime did not
represent the small farmer, an improvement in his position
was poli tically desirable since *The regime also attempted
to broaden the propertied classes' base by offering the
rural petty bourgeoisie the hope of consolidating small
scale property within a cooperative framework, In other
words, it attempted to build lasting ties between the
petty and the middle rural bourgeoisies in order to

neutralize the former politically and wlock its tendency,

26. Richards, Alan, Egypt's Agricultural Development
1800-1980, op. ¢it., p.180.

27. Radwan" S.' ‘990 Citoo Pe. 160




increasingly encouraged by the deteriocrating work cOnditions

and standard of 1living to join the landless masses, n28

Land redistribution measures, it must be noted, did
not improve the position of the landless, rather *“they
broadened the small property basis® benefitting mainly
the sharecropper or tenant. After the reform the small
farmers were integrated into the market system through
cooperative organizations which, as we shall see later,
were dominated by the rural bourgeoisie, Though the
small landowners were guaranteed against loss of their
land, they became indebred to the state, the wealthy
peasants, to the cooperatives and to local traders as
monetized exchange developed and the crop could be used
as colateral for the loan, It is argued that "while the
process of extinction of small rural property was stopped,
the living conditions of the small landowWwners, now assured

of keeping their plots did not really improve. n29

Tenancy Regulation: The 1952 Law provided that no

land could be rented except to a tenant who farmed the

land himself, The rent on agricultural land could not

28, Hussein, M,, Op. cit., p.131.
29, Ibid., p.178.



exceed seven times the basic tax assessed upon the land.

In case of land leased under sharecropping, the owner's
share could not exceed one-~-half the crop after deduction

of all expenses. Though sharecropping agreements before
the reforrﬁ differed from region to region and from crop

to crop, usually for cotton cultivation, the landlords
claimed five-sivths of the crop when they supplied inputs,
met half the expenses of harvesting and paid the land tax, 30
It is estimated that this led to a reduction in average
rent by 33 per <:ent31 and the income of tenants is estimated
to have increased appreciately by almost a total of £ E

40 million. 32

According to the Act agricul tural land could not be
leased for fewer than three years and the contract had to

be in writing regardless of the amount involved,

The reform in tenancy relations aimed at providing
security to tenants and giving them the means and incentive

to invest jr.land and to increase its productivity. By

30, Marei, sayed, "UAR overturning the Pyramid®, CERES-
FAO Review, vol2, No.,6, Nov-Dec 1%9, p.50, Cited in
Radwan, S., op. cit., p.29,

31, Saab in ME Econ. Papers, 1%0. Pissot puts the
reduction in rents at 25-35 per cent cited in Issawi,
C., Egvypt in Revolution, QUP, London, 13%3, p.162,

32, al-Islah al-zirai, p.36 Cited in Issawi, C., ibid.,p.162,



attempting to put a limit on the excessive exploitation of
the peasant it tried to weaken the position of the large
absentee landlord and strengthen that Of peasants. The
redistribution of land and the generation of empl oyment
by public works and industry may have reduced the pressure
on land and made tenancy regulation effective, However,
since the alternatives were limited the landless still
constituted almost»40 per cent of the rural population,
There is controversy regarding how effective the reform
was., Some argue that a black market developed, and rents,
in fact, remained high irrespective of what official
sources stated, After an inquiry the "Committee for the
Liquidation of Feudalism" revealed that rent controls
were seldom put in practice, It said that a common prac-
tice was for the landlord to sign a lease calling for legal
statutory rent, while compelling the tenants to sign
separate bills of exchange for the extra amount, While
some landlords overstated the size of the area leased to
the tenant, others forced the tenant and his family to

work om their estates without any wages.

However, the improvement in the legal status of
tenants helped to discourage leasing oOut and encourage
direct cultivation, Though the drop in total area of
rented land was moderate i,e. from 60% in 1952 to 51% in

1% 2, it can be accounted for partly by the rental termms
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Table 3.3: The Impact of Agrarian Reforms on the

Area Under Tenancy

Year Area of land % of total
leased (fed- cul tivateg
dans) land

1950 3,492,640 59

19.51 3,601,878 60

1952 3,668, 978 60

1953 3,337,027 56

1954 3,560,497 56

1958 3,081,728 54

1959 3,028,7€0 51

1960 3,020,7°0 51

19%1 3,142,819 53

19%2 3,064,767 51

Source: Ezz-el LCin Hammam,

The Real Impact

of the Agrarian Reform on the Distri-
bution of Incone between LandowWwners

and tenants in U,A.R,,

492, cCairo, Sept.

INP, Mimeo,
Table 1, p.6.

Cited in Abdel-Fadil, cp. cit., p.22.

for land in the lease market becoming less favourable

to landowners,

Part of the fall in tenancy may also have been due

to distribution of land requisitioned fram big landlords

and distributeg to tenants.
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Minimum Wage Legislation: The state stipulated a mini-

mum wage to be paid, fixed in each district according to
the Agrarian Reform Law, However, it was cbserved that
this legi=lation was not enforced.33 Consequently there
was no riseé in real wages, Even money wages did not reach
the stipulated level of 18 piasters,- ‘ until the mid six-
tieg34 The average daily money wage in 1%0 was the same
as in 1950, 35 As can be sgseen in the graph beloWw the real
wage index based on Radgwan's estimate showed no trend over

the period 1952-«74 and the reform had no real impact on

agricul tural wages.

In the 1970s the Ministry of Planning estimated that
real incomes were falling, While the inflation rateg offi-
cially estimated, based on administered prices, were around
5% to 10% per annum, a World Bank study estimates that
prices actually paid h_ave been rising faster, Al though
GDP in real terms hasg been rising at some 2% to 8% annually,
the money supply has continued to increase at 20% to 30%

per year, The true inflation rate seems nearer to 20%

33, Mabro, Robert, The Egyptian Econamy 1952-1972, CQlare-
don pPress, Cxford, 1974, p.67.

34, Hansen, B. and Mazrouk, G.A., Development and Economic
Policy in the UAR, North-Holland Publishing Company,

msmrdaﬂb 1%5, Pe 950

35. Radwan, S., cp. cit., p.30.
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per year which is in excess of farm-gate prices and wage
incresses, thereby supporting the Ministry of Plamning‘s

view of falling real inCOmes.36

Another egtimate shows a decline of real wages over

the period 1966/67 to 1972/73, This is shoWn in the follow-
ing table, which also confirms Radwan's conclusion that the

refarms did not affect wages,

Table 3.4: Movement of Real Wageg in Rural Egypt
195 2-74 (1938=1007

Year Real Wage .
Index of
Average
daily wageg
1952 151
1953 150
1955 87
1956 9
1959 124
1960 123
1%1 113
1% 2 122
19%3 _ 127
19%4 138
1965 135
1966 170
1967 16 2
1968 156
1% 9 151

contd,..

36, uddihy, W., 2Agricultural Price Management in Egypt,
Wworld Bank Staff Working Paper No,388, April 1980,

pp.€-7.
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Table 304.0.cmtd..0

1970 » 138

1971 140

., 1972 143

1973 140

1974 125
Source: Radgwan, S., . cit., pP. 31,

Table 3,413: Movement in Real Wages in Rural Egypt
11§6/67 100) '

Year Average Dai- Average Dai- Index of Con-
ly Money ly Real Wage sumer Goods
Wage Rate .  Rate « Prices in rural
Men none- Men non- areas
men men '
19%6/67 25 12 29 12 100
11967/68 24.5 12 24 12 102
1968/6 9 24.5 12 23 11 106
19 9/70 5.5 13 22 11 114
1970/71 25 12.5 21 10.6 ' 118
1971/72 5.5 12,5 21 10,5 119
1972/73 21.5 13.5 21 10.7 126

*non-mén «.wWwamen @nd children,

Source: Mohie-Eldin, A., "Underemployment in

- Egyptian Agriculture®, Report of the

ILO/ECHA Seminar on Manpower Planning

in Arab Countries, Beruit, May 1975,

ILO Geneva, Cited in Cuddihy, W.,

Aricultural price Management in Egypt,

op. cit., p.24.
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Shift to Ddrect Cultivations
As a result of the land ceiling and tenancy legisla-

tion there was a decline in total rental incoames oOf absentee
landownerships from £ E 58 million in 1950 to £ E 52 million
in 19% 1. This estimate includes rent in both cash and

kind, 37 There was an incentive for direct cultivation
since leasing out had become less profitable for the large
and medium sized owne:_'s and with no rise in wages the costs
of direct cultivation did not rise, It is seen that the
total wages pald to agricultural workers increased from

£ E 20 million in 1950 to £ E 39 million in 19613% since
there was no significant increase in money wages over this
period (they rose fram 11,6 piasters to 12,3 piast:ers),39

one can conclude that the increase is largely accounted

for by an increased number of wage workers employed in

37. Abdel-Fadil, op. cit., Table 3.3, p.58, Average
rental for 1950 is estimated at £ E 30 per feddan
while for 190 it is £ E »1per feddan, Fadil notes
that the shsre of rent payments in total income in
191 did not fall dramatically despite the enforce-
ment of rent control, This was mainly because of
the degree of absentee landownership among the very
small landowners, Fadil, op.cit., p.589.

Fadil derived the wage share from census data on the
number and age~gsex composition of paid labourers,
canbined-with a rough estimate of the average number
of days worked per year for each group, and a know-
ledge of wage differentials by sex and age.

38, Ibid., p.58,
39. Radﬂan, So' -@0 Cit.) p. 310



103

agricul ture, Hence it seems that with a fall in the oppor-
tunity cost of direét cultivation, the area under direct
cultivation must have increased as more wage labourers
were employed. This in fact did happen as Table 3.3
indicates -~ there was an increase in owner-operated land

fraom 41% of the total cultivated land area to 49% in the
period 190 to 1% 2,

The shift to direct cultivation is witr;essed most in

the case of the rich peasantry. By 1%4.65 53 per cent

of the holdings between S to 10 feddans anc 85% of the

holdings above 10 feddans employed outside labOur.4o

The shift to direct cultivation led to rapid increases
in the incomes of this group. 1In the period from 1950 to
191, the incane accruing to landowners owning 5 to 50
feddans increased by 41.3% i.e., from £ E 92 million to
£ E 130 million, their share in total income increasing
from 25.0% to 32,3% Even though the number of families
in this group increased fram 201,000 to 251,000 over this
period, so that as a percentage of total farm population
they remained at 9 per cent. For small peasants while

_ " increased
the share of income /7 > their population as a percentage

rose s‘ignifi cantly
of the total /- and average income per head declined,

40, Mabro, R,, fEmplOyment and Wages in Dual Agricul ture®,

Oxtord Economic Papers' (CEP), Nov. 1971, Table 2.
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In contrast the average real income per head in the rich
peasant clags grew, Average r:eag.r incane per head of
om

family increased by 12 per cent/£ E 458 in 1950 to £ E 518

(or £ E 513 in real terms) in 1% 1.41 Thus in contrast to
all othersg rich peasant families prospered as a result of

the reform,

Agricultural Cooperatives: Agricultural cooperatives

were an extremely significent element of the agrarian
reform, The expansion of cooperatives changed the face

of fhe Egyptian countryside, The Agrarian Reform of 1952
made it compulsory for all land reform beneficiaries in
any one village to form a cooperative society among them-
selves, Later in the sixtiesg the syébem wag extended to
non-land refarm areas as well and covered almost all of
rural Egypt., Over the period 1952-72 agficﬁltural coopera-
tives tripled in number, their membership increased by over

six times and capital about 12 times,

Table 3,5: Expansion of Agricultural Cooperatives

Year —_—

1%2 1%2 1%5 1910 1972

No. of Cooperatives 1727 4624 4839 5049 5008
Membership (000s) 499 1777 2%9 2830 3118
capital £ E (000s) 661 2178 2653 7415 7915

Source: Statistical Yearbook, various issues, Cited
in Radwan:, S., Oop. cit., Table 5.1, p.57.

41. Abdel-radil, op. cit., Table 3.3, p.58,
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The local cooperative which was the basic upit of
the cooperative structure was created in each village
with a membership of at least 20, It wWas run by an elected
council of five to seven members and a supervisdr, usually
an agricultural engineer, appointed by the Ministry of
Agriculture, The cooperative supplied credit, fertili-
zersg, seedsand technical advice, They were to be made
the means through which the state replaced the functions
of the old landlord as the moneylender and cotton marketer,
Soon cooperatives became the only source of agricul tural
credit, farm inputs, and the primary channel for marketing,
However production on the cooperatives was not communal,
The farmer retained both the ownership and responsibility
of cultivating his own plot of land; though he was required
to follow a number of practices such as triennial crop

rotation, crop consolidation and cooperation in activities

such as pest cont:ro]..42

The problem of fragmentation manifested by the structure
of ownership being daminated by tiny and separated holdings,
had been an inherent feature of Egyptian agriculture since
the establishment of private land ownership., The problem
was tackled by cooperatives with the introduction of a
system of land and crop consolidation., Crop congsolidation

saved land, improved yields and made possible the introduction

42. Mabro, R,, The Egyptian Economy, op. cit., p.12.
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of a uniform and more efficient crop rotation system. Under
this system economies of scale and quality were ensured and

soil fertility was maintained.

Land consolidation was carried out by pooling together
the entire land of the village into several large blocks
under the cooperative, Eagh_ block incorporated a number
of small holdings. The oWwners of the plots in each block

were required to follow a uniform system of crop rotation,

Under the consolidation system small ownership holg-
ings inevitably fell in a single block, Thig odbliged
small landholders to grow a single crop., If they grew a
cash crop their needs of wheat, - corn and clover for
their animals could be satisfied only by purchases in the
open market, Large landholders had the agvantage that their
holdings were large enough to enable them to diversify their
production andvhave a surplus to sell, A study of ten
villages has shown thaﬁ this situation resulted in the
creation of an active black market, especially in cereals,
rice. and fodder, where large landowners sold their surplus
to small farmers at exarbitant prices. Moreover the practice
of hiring land for specific seasons to grow a specific crop

at rents much higher than the official rate became wide-

spread, 43

43, Hassan, Ammed, A Field Study on Crop Rotation in Ten
Villages, INP, Calro, 1974, Cited in Radwan, S.,

op. cit., p.63.
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Apart from the abowe situation which resulted fram the
congolidation of holdings under the cooperative system,
certain privileges were granted to the better-off peasants
by virtue of law, For example, in the system of insurance
of livestock, only the owner of at least 3 heads of cattle
was formally eligible to insure his livestock, and subse-
quently dtain a ration of 150 y of fodder at the low subsi-
dized price fixed by the state, The peasant who owned
less than 3 cattle-heads could not insure his livestock
and was deprived not only of the right to compensation in
case his cattle perished, but he was also forced, in most
‘cases, to buy fodder at much higher prices in the black
market, As expected it was the small land holders who
owned less cattle heads and suffered as a result of this

policy which was to the advantage of medium and large
holgders,

In the following table it can be seen that those
oWwning land less than 5 feddans owned less than 3 cattle-
heads and thus derived no insurance or fodder benefits,
Moreover as a result of the rich peasant bias of govern-
ment policy the rich peaéants could significantly increase
the number of cattie they possessed while small landholders
were at a disadvantage. As can be seen in the following
table the largest percentage increase in the number of
cattle-heads per holding was in the size class of 50 to
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100 feddans and the smallest in the size classes of size

of holding above 100 feddans.

Table 3.6: Nunber of cattle-heads per holding according
to size class

Sizé of holding No, of Caﬁtle-heads per centage

(feddans) per_holding change
190 1961

< 2 1.4 1.7 21.4
2- &5 1.9 2.4 26.3
S -« «2 2.9 3.7 27.5
20 = «£50° 5.8 7.5 29,3
50 - < 100 10.4 15.0 44,2
> 100 30.0 34.0 13.3

Sources Computed from Third and Fourth Agricul tural
Table 2.4, p.30.

In addition, only owners of more than 15 feddans vere
eligible to buy selected seeds (hybrid maize, mexican wheat

varieties etc.) at subsidized prices. 4

Cooperative Credits The cooperative credit system

which was set up to break the poser of the moneylender
and help the small landholders also seemed tO have favoured
the larger and meidium sized landowners, As the table below

shows, owners holdings above 5 feddans of land, comprising

44, Survey conducted by al-Tahliah, published in Sept.
196 issue, cited in Adel-Fadil, op. cit., pM9.
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15 to 17 per cent of the population took away 50 per cent
of the credit.

Table 3.7: Cooperative Credit by Size of Land Ownership

Year Size of Loans % No, of %  Average
holding Advan- debtors debt/
(feddans) ced (000s) person
£ Em £ E
19 3.64 <5 25.4 50 1177 85 22
S -« 25 _ 15.6 31 187 13 83
>25 9.7 19 26 2 373
Total 50,7 100 1390 100 36
1972-73 <5 35.4 50 2158 83 164
5 « 25 30,5 43 409 16 75
>25 5.0 7 22 1 227
Total 70.9 100 2589 100 27

Source: 19%3-64: Sami Abu el-Ezz and Ahmed Abu el-
Ghar, Oooperative Financing, Cairo,

1971, p.485;

1972-73: Nabl Hussein Mostafa, A Study of
Accumulated Debts to t qe""“‘or"'gghan‘ Tzation

of Agricultural Cooperative Credit,
Unpublished diploma dissertation,

INP Cairo, 1974, pp.65, 70 cited in
Radwan, S., op., cit., Table 6,3, p.68,

Even when loans were advanced to small landowners, they
were often not utilized for productive purposes. As
discussed earlier, the subsistence farmer had often to
purchase his requirements in the open market and his need

for cash for consumption purposes was great, Thus credit



110

provided for seeds, fertiligzers, etc., was often used far
other purposes and as a result he frequently used bad
quality seeds, inadequate fertilizers etc, This resul ted
in low crop yields on the one hand and the inevitable |
accumul ation of big unsettled gebts owed t-;o their co-
operatives, Tov reduce these debts his loans were often
cut down so0 that he had to fall back on the private money-

lenders in the village and become further indebted.

Under the cooperative c«redit scheme loans were
advanced at rates of interest much below. the market rate,
Short term loans were advanced, for example, to finance
the hiring of wage labour and the purchase of other services.
These constituted 30 to 40 per cent of short term loans.45
Though this helped the small farmers to hire in labour
at the time of harvesting, it mainly benefitted the rural
bourgeoisie because it was farms between 5 and 50 feddans

that (in 1961) employed 71 per cent Of the permanent wage

lyabour force, 46

Medium term loans repayable in 5 to 10 years were
advanced to farmers for the purchase of agricultural
machinery and cattle, and for land improvement operations

such ag the construction of irrigation and drainage canals,

45, l:labro, R;, The Egyptian Economy, Oop. cit., p.77.

46, Pourth Agricultural Census, cited in Abdel Fadil,
. .._OP. Cit., p. 280
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and orchgrd planting, As a result there was a significant
increase in the use of improved farm equipment., Owners
of holdings below 5 feddans increased the use of agricul-
tural machinery mostly on the basis of sharing of the
machines by a number of landholders.

Table 3.8: Uge of tractors and irrigation machinery
by size of holdings

Size Class Total No, of Hol- No, of Tractori-No., Of farms us-

din d farms ing irrigation
1£0 19%1 1950 1% 1 machinery

1950 1%1

<5 786,780 1,381,241 175 736 957 4,795
5 - «¢50 201,370 250,535 1,780 5,981 7,089 16,570
250 14, 892 10,384 6,662 4,661 5,353 5,692

Source: Figs. computed from Abdel-Fadil, op. cit., Table 2,5,
2.6 and 2,7 on p.33, ‘

Table 3,9: Tractorized farms and farms using irrigation
mgfhlner!- ag a Ergnta%e of total number of
‘boldings according to size-class

Size Class No, Of tractorized farms No, of farms using
i as a percentage prtotal irrigation machinery

no, of holdings as a % of total no.
- of holdings
1950 191 1950 191
£5 0.02 0.05 0.12 0.34
5 - <50 0.88 2.38 3.52 6.61
}SO 44,73 44.88 35,4 54,81

Source: Computed fraom Table 3.8 above.
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Since it was the large and medium sized farms which
used farm machinery the greater benefits of the fuel subsi-
dy accrued to them. A study indicates that "in relation
specifically to the agricultural sector, the allocative
effects of fuel subsidies are seen in a reduction in the
cost of machine operation rélative to labour costs, leading
to a substitution of capital for labour with given plant
size and acting as a stimulus to farm machinery investment.
The distributional effects have been in favour of highly

mechanized producers vis-a-vis labour intensive units, w7

Loans for planting orchards also went to the rich
peasantry since it wasg this class which was capable of
undertaking such projects. This is because of a number
of reasons. First of all fruit cultivation is land inten-
sive, 1Its technical features thus make it a feasible
cammercial venture only for the bigger landowner, Secondly,
the prospective cultivator needed to be wealthy., He has
to possess enough resources not only to make the necessary
investment but also to maintain his family for a number of
years to came till significant returns start coming in,
This i1s because the production of fruit is normally

associated with long gestation periods like five to seven

yeéars,

47. Cuddihy, W., Agricul tural Price Management in Egypt,
op. cit.,, p.€7.
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Apart from the above reasons the subsistence
farmer often has a preference for growing food
because he can then rely on the harvest to
satisfy his family’s consumption requirements.

In case he grods a cash crop he may not be able
to satisfy consumption needs if, for example,
the'price of food rises. 1In Egypt, mdcreover,
even when the fellahin grew cash crops, it was
more often traditional crops like cotton, whosge
techniques of production he was well acquainted

with and which required loWw investment compared

to fruits or flowers,

While the small landholder was restricted
to growing food or traditional cash crops,
cultivation of fruits and flowers became the
monopoly of the rich peasantry. It has been
estimated that in the 190s income from orchards
provided an average return on invested capital
amounting t0 9 per cent per annum, compared
with no more than 5 per cent in the case of
traditional field crops. The larger incomes
from crops grown by the rich peasantry can be

seen in the following table.
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Table 3.10: Income fram different crops

Crop Gross Incomé per
annum per feddan
(£ E)
Cereals _ 40
Cot ton 80
Rice 80
Sugarcane 100
Fruit 150
Flowers 1000

Source: M, Hassanein Heikal, "Le
probleme agraire: horizons
nouveaux” in la voie Egyptienne
vers Le Locialisme, Cairo,
Dar-Maaref, pp.192-3,

Cited in Adel Fadil, op. cit.,
p. 35.

| A World Bank Study claims that the net
return per feddan (including rent as cost) in
197 3-74 amounted to £ E 54,5, £ E 29,3 and £ E
25.4 for cotton, wheat and rice respectively.
By contrast, comparable figures were £ E 100-200

for grapes, £ E 150-200 for tomatoes and 100
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for water melons.48 The large differences in the rates of

return from different crops was however not incidental.
It seemed to be the result Oof a deliberate price policy

followed by the government.

price Policys A system of compulsory deliveries was

introduced by the government, Under this system all farmers
growing certain crops were dcoliged to deliver to the co-
operative a certain proportion of their produce at prices
fixed by the state procuring agency. These prices were
inevitably lover than prices on the free market. The price
differentials were 125% for wheat, 200% for rice and 145%
for onions., Fruits, groWwn by larger landowners were left
out of this list.' The prices-Of fruits, vegetables'and
livestock were 'also rising much faster than the prices of
food and cash crops. In addition, from the late 1950s on
taxes on incomes from citrus, guava, mangoes, bananas and

other orchard crops as well as floWwers wWere abolj.shed.49

A study indicates that since tax incidence varies by
crop, cotton-based farmers bear a greater tax burden than

specialist meat producers or fruit growers, It claims

48, IBRD, Egyptian Agricultural Development: Problems,
Constraints and Alternatives, 1976, pp.32-3 cited
1in Radwan, . S., op. cit., p.75. :

49. Waterbury, John, The Eqypt of Nasser and Sadat, Prince-
ton University Press, Princeton, 1983, p.293.
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that since to move into the latter requires investment and
long term farm credit has not been available since the
early sixties, the policy ensures that only those with
access to savings from outside the sector can exploit

profitable opportunities made possible by the distorted

price system itself, This effectively locks small farmers
into a high tax cropping pattern, It is claimed that this
conclusion is supported by field observations where orchards
were usually found to be owned by urban based professionals
and where cattle-fattening feedlots were found to be opera-

ted by the dominant farmer in the v:I.llage.50

Moreover the consumption baskets of various rural
classes differed significantly, Food weighed heavier in
the consumption bundle of the poor whj_.le manufactured
goods, which were often heavily subsidized, weighed heavier

in the consumption basket of the rural rich,

Taking the above differences in crop-mix and consump-
tion baskets into account, Radwan has constructed two sets
of terms of trade indlces - one for the ®“poor fammers"
and the other for the "rich farmers" e‘ach reflecting the
movement of change in the relative prices of the commodities
produced and consumed by each group. He defined "poor

famers* as those owning five feddans and less, while the

50. . Ibid.
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rich were defined as those owning 20 feddans and over.51

A comparison of the two sets of terms of trade indi ces
shows that while the terms of trade for ®"poor farmers® have
remained unchanged, those for "rich farmers® have definitely
improved., This can be seen in the following graph. Radwan's
results further indicate that the spectrum of government

policies in post-land reform Egypt favoured the rural rich,

Table 3,11: Distribution of Income in Rural Egypt

in 1958

Total Population Total Per
(*000) (%) Incame capita

(€ Em) Income

(£ E)
Landless! 14, 000 73 50 3.5
Poor Peasants 1,075 6 7 6.1
(below 1 feddan)
Intermediary 2, 850 15 76 6.8
strata (1-5
feddans)
Rich peasants 875 5 76 87.4
(5-20 feddans) .
Rural Capitalists 150 1 116 773.3

(above 20 feddans)

1 - Those who do not run a farm either as
landlords or as tenants.

‘Source: Tiers-Monde, July-Sept. 1960 and April-June 1%1,
Cited in Charles Issawi, Egypt in Revolution An
Economic Analysis, QUP, London, 193, Table 12,

pP. 120,

51. - Radwan, S., op. cit., Appendix II, pp.8&7-8.
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Another important development which took place in the
sphere of agriculture at this time was the phenomenon of
leasing out of land by the smaller farmers to the larger
ones. The structure of land holding shows that in 19%5
though 57.1 per cent of the land was oWwned by peasants
possessing léss than 5 feddans, S51.7 per cent of total
cultivated land was held by them.52 The larger farmer who
cultivates not for subsistence but for profit would usually
lease in more land only when it is profitable to cultivate,
" Hence the above indicates an important change in tenurial
relations, From a situation where most of leased out land
was rented to the gmall and marginal farmers for the purpose
of subsistence production conditions changed to such an
extent that land was rented in by those cultivating capi-

talistically,

Leasing out of land by the small' farmmers often results
from lack of availability of &aught animals, implements
and credit with the small peasant, This, in Egypt, could
easily have been the resgult of the cattle insurance,
fodder and credit policy. Such leasing out often reduces

the gmall landowner tO an agricul tural labourer,

Not only did the rich peasantry benefit from

government policy in terms of higher incomes but they,

52. Hanseén, B.. and Radvan, S., .Employment Opportunities
and Equity in Egypt, op. cit., Table 47, p.107 and
Table 48, p.109,
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who constituted barely 5 per cent of the landowners soon

53 Those small

acguired almost 50 per cent of the land.
owners whose falling real incomes and lack of farm assets
had forced them to sell or lease their lands, now joined

the ranks of the proletariat, According to Radwan the
number of l'andless families increased from 1.09 million

in 19%1 to 1.53 millicn in 1972, Though there was a
significant fall in the asolute number of landless fami-
lies between 1950 and 191 which must have been partly due
to the redistribution of land but mainly due to the increased
migration by peasants to join the ranks of labourers in
public works and other urban activities, the 19%0s and

1970s saw a reversal of this trend as the number of landless
families continued to increase both in absolute terms and

as a proportion of the rural population, The freeze on

land redistribution and the growing pbpulation pressure

appear to be the causes of this reversa1.54

Moreover if the landless peasants are included in
the distribution of landholdings as zero landholders then
lang distribution among rural population is much more un-
equél. In 191 while the bottom 40 pér cent Of the rural
population had no land and half the population controlled

only 1 per cent, the top 10 per cent controlled about 65 per

S——Bv. Ib1d.
54, Ragwan, S., op. cit., p.22.
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Table 3.12: An estimate of Landlegs familieg in rural

(000s) .
19%50 1%1 1%5 1970 1972

1. Rural Population 13,700 16,120 17,604 19, 280 19, 928
2. Number of people enga- 1,370 2,418 2,641 2,892 2,989
ged in non-agricultu-
ral activities
3. Agricultural population 12,330 13,702 14, %3 16,388 16,939
Number of families enga- 2,466 2,740 2,993 3,278 3,388

ged in agriculture

>
.

5. Number of landed fami-~ 1,003 1,642 1,78 1,853 1,857
lies

6., Number of landless 1,463 1,098 1,208 1,425 1,531
families as

7. Landless families/per- 59% 40% 40% 439% 45%
centage of agricultural
families

Notesg:

Rows - 1. Figures for 1950, 1%1 and 1%5 are obtained by inter-
polating between population census years; 1970 and 1972
are estimates of the Central Agency for Public Mobiliza-
tion and Statistics and published in the 1974 world
Bank Report on Egypt, C

2. These figureg were egtimated 43 10 per cent of total
rural population for 1950 and 15 per cent for subsequent

years.

4. Calculated by applying a uniform average size of rural
family of five persons which is the size observed in
successive population censuses.

S. Figures for 1350 and 1% 1 represent the total number of
landholdings as reported by the agricultural census in
those years. For subsequent years data were obtained
by adding to the number of landed families reported in
1965 the families receiving new land from agrarian reform

aut horities,

6. Figures obtained as a residual: the difference between
the total number of families engaged in agriculture and
the number of landed families,

Source: Radwan,§.0p. cit., Table 2,3, p.23.
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cent of the land.55 Radwan suggests that the situation must
have worsened during the late 19%0s and 1970s in view of the
fact that landlessness had increased, the supply Of arable
land remained more or less constant, and the land dl stribu-
tion programme during that period involved only a marginal

proportion of the available land.56

The period after the land reform is thus characterised
by increased peasant differentiation as a result of govern-
ment policies as well as the emergence of a class of capi-
talist farmers who employed wage labour and produced for

profit,

Conclusion:

The Agrarian reform was essentially a package of poli-
cies including the land reform and expansion of agricultural
cooperatives and the policies of procurement, markegig? and
taxation. The most striking feature of the reform/he rise
of the rich peasant and his metamorphosis into a capitalist-
farmer, The agrarian reform, by nurturing this capitalist
farmer and by organizing production under cooperatives
created an atypical system of agricul tural production which

was neither truly capitalist nor socialist, Since the fammer

55, Radwan, S,, op. cit., p.25.
56. Ibid.
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Table 3,13: Distribution of Landholdings (operational units) by

size 1950 and 1%1 %
Size of 1950 1361
holdings Number of % Area (000 % No, of %  Area (000 %
(feddans) holders? feddans) holders 2 feddans)
' (000 fa- (000 fa-
milies milies
0 1545,0 60.6 000.0 0.0 1357,0 45, 2 000.0 0.0
(landless)
0 -1 214,3 8.4 111.8 1.8 434,2 14,2 211. 2 3.4
1 -2 . 248.3 9.7 335,.,7 5.5 385, 9 12.9 505,.3 8.1
2 -3 161.7 6.3 373.9 6.1 286.8 9.6 647.9 10.4
3 -4 99.1 4.0 328.7 5.4 174.6 5.8 566 .4 9.1
4 - S5 63,3 2.5 272.7 4.4 99,17 3.3 423,6 6.8
5 -« 10 122,4 4,8 818.4 13.3 170.0 5.7 1100.7 17.7
10 - 20 52,5 2,1 705.3 11.5 . 56,7 1.9 742,6 12,0
20 - S0 2%.5 1.0 792.1 12,9 23.8 0.8 689, 3 11.0
50 - 100 8.4 0.3 579.1 1.4 6.4 0.2 429,9 7.0
100 6.5 0.3 1826,3 29,7 4,0 0.1 905, 9 14.5
Total 2548,0 100.0 6144.0 100,.0 43_2999.1 100,0 6222,8 100,0

Notes: 1. We have used the distrioution of landholdings rather than that of
landownership as the farmer is consistent with our definition of the
landless as those who have no access to land either through oWwnership
or rent,

2. Number of zero landholders is the number of landless families estimated
in the previous table., Number of other landholders and the areas they
hold are those reported by the two agricultural censuses of 1950 and
191, Agricultural Census, 1950, vol.I, table III, and Fourth Agricul-
tural Census 1%], Part I, Section 1.

Cited in Radwasn, S., op. cit., Table 2.4, p.24.
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was not free to decide what to produce and how much of
input to use he was distinct fram the typical capitalist
farmer. But, since he owned his means of production ‘andl
could make profits by employing labour to work on his
land he was fundamentally different from a peasant under

a socialist system,

What remains to be seen is whether this system was
able to secure the increases in production and contribute
to the process of industrialization and economic develop-

ment as desired. This issue shall be dealt with in the

next chapter,



CHAPTER IV

THE AGRARIAN QUESTION IN EGYPT



In the previous chapter we have seen that Egyptian
agriculture underwent a thorcughgoing agrarian transfor-
mation under Nasser, Let us now see the waﬂtar:;erarian guestion
was resolved, The basié question addressed Qould bé
whether the agrarian reform fulfilled its role in achieving

a meéaningful contribution of agriculture to the process

of economic development and industrialization in Egypt.

We shall first look at the structural changes that
took place in the Egyptian economy in the period after
the revolution, This section would deal with the growth
and change in the pattern of investment and developments
in the agrarian, industrial and external sectors, We shall
then go on to examine the contribution of agriculture to
industrialization and see whether the agryarian reform was

necessary to allow for this contribution,

Growth and Structural Change

In the two decades after the 1952 revolution the
Egyptian veconqﬁy saw major changes, After recovering
from the uncertainties of a major political change and
the effects of the woarlg-wide downturn in the business
cycle after the boom of the Korean war in the early fifties,
the Egyptian economy recovered to witness a period of
significant economic growth for a decade, after which it

suffered a decline,



123

In the period 1355.65 the Egyptian economy experienced
rapid and sustained economic growth with Gross Domestic
Product groving at rates of over 5 per cent per annum,

(Table 4.1) This period also saw a major structural trans-
formation of the economy. The share of industry and services
rose in both employment and output. (Table 4,2) wWithin
industry the composition of output shifted in favour of
intermediate goods and consumer durables, (Table 4,3) At -
the same time a transition was made fram private enterprise

to public ownership. (Table 4.4)

Table 4.1: Gross Domestic Product

GDP_(£ E millions)

B Years GDP at constant GIP at cons-
' prices (1952/3) tant prices
1959/60
1952/3 806.0
1953/4 871.0
1954 /5 930.0
1955 /6 881.0
1956 /7 897.0
1957/8 9%9.0
1958/9 985.0
1959/60 ‘ 1091.,0 1285, 2
1960/6 1 1139.0 1363.5
1961/62 1190.0 : 1411.0
19%62/3 1324.0 1536.7
1% 3/4 1416.4 166 9,7
19%4/5 1480.0 176 2. 2
1965 /6 1545,.0 1841.1
1966 /7 1546.0 1865, 9
1967/8 n.a, 1847.6
11968/9 n.a, 1954.4
19 9/70 n.a. 2089, 3

Source: Mabro, R., The Egyptian Economy, op. cit.,
Table 8.1, p.1067.
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Table 4,2(a): Sectoral Shares in GIp (%)

1955-56 136566 1970-71

Agriculture 32,3 28.5 27.5
Industry, pPetroleum

and Mining 17.5 21.6 22,7
Electricity n.a, 1.1 1.4
Construction 2.9 4.4 4.2
Transport & '
Communication 6.4 9, 2 5.1
Trade and finance 9.5 8.5 9.7
Housing 9.7 S.1 4,3
Public utilities n. a. 0.4 0.5
Other Services 21,6 21.2 24,6
All sectors 100,.0 - 100.0 100.0

Source: IBRD Report, Economic Management in a Period

i oy Ikram, K,, John Hopkins Universit
press, Baltimore, Statistical Annexure, Table 7, 1580.

Table 4,2(): Civilian Employment by Economic Activity

“(Per cent age)

1347 1%0 1%6 1971
Agricul ture 58,4 57.0 53.4 53,2

Mining, quarrying and manu-
facturing 8.2 9.5 13.1 12,4
Construction 1.6 2.0 2.5 2.3
Electrici ty, gas & water 0.3 0.5 0.6 0.3
Commerce 8,4 8.3 7.2 9.5
Transport, storage & eguipment 2.9 3.4 4.1 3.9
Other services & unspecified 20,1 19.3 1%9.2 18,3

Source: IBRD Report: Economic Management in a period
of Transition, op. cit., Table 7.4, pp.133-5.
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Table 4,3: Composition of Grogs Value-added by Categories
of Industries

Categcary 1947 13%6 /7 19%9/70
Basic consumer goods 79.8 55.0 51.6
Intermediate Industries 19,7 38.2 40.6
Consumer durables/equipment 0.5 6,8 7.4

Source: IBRD Report, Economic Mapagement in period of
Transition,/Table 11.4, p.243.

op. cit.

Table 4.4: Percentage Share of Consumption in GIP

Consumpt ion _
Total private Public
11952-53 88.1 71.7 ~ 16.4
1955-56 84,9 67,5 17.3
1%60-61 85,9 6-8. 3 17.6
1965-66 86.4 66,6 19.8
136 9-70 89,0 65,5 23.5
1971-72 92.1 : 65,1 27,0

Source: IBRD Report, Lcmmmmmw_
Lf Transitiop, Statistical Annexure,/ Table 5,
p.3%. Op. cit.
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In the period after 19%S the economy could no longer
sustain high rates of growth of GIP which now fell below
2 per cent per annum. The growth in per capita income
which was an average of 4,2 per cent per annum between
1960 and 195 fell to less than 1 per cent a year between
1966 and 1973. In 1966-68 and 1972 there was actually
a fall in real per capita income.! During this period
the econany suffered from innumerable problems, while
investment as a share of GNP fell since the rates of
saving remained lower than the rate of investment, it
could not sustain the high rates of investment as aid

from the west was disrupted (Table 4.5). Moreover resources

were diverted to defence.

Table 4,5: Gross Saving and Gross Investment as %

of GNP
Invest- Saving
ment
195 9/60 12,5 12.8
1960/61 15.5 14.4
19 1/62 16.6 10. 9
1962/63 17.8 11.6
1963/64 19.7 12.5
1964 /65 17.8 14.1
1965/66 19,6 13.7
1966,/67 15,7 15.1
1967/68 ' 13.7 12.2
19%8/69 12.0 12.9

Source: Amin, G., ModernizatiOn of poverty, E,J., Brill,
Leiden, 1974, YaBle 2y p. 5T

1. IBRD Report, Egypt Economic Management in a period of
Trangition,Jobn Hopkins University Press, Bal timore,

1980, p.4.
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Invegtment
Wwhile industry accounted for a large share in the
Gross Fixed Investment since the government directly under-
took investment in public sector enterprises, the share of
agriculture as such was low, (Table 4,6) However a substan-

tial share of investment went for irrigation and drainage,

Table 4.6: Percentage of Gross Fixed Investment

1955~ 19%0- 19%5- 1970~

56 61 66 71
Agricul ture 4.1 7.4 8.2 7.9
Irrigation & drainage 6.8 9,5 13.6 7.1

Industry, petroleum & mining 28,9 30,1, 26,7 35.4

Electricity 5.6 2.5 16.2 6.5
Construction n, a. n. a. 1.8 2.5
Transport & Communication 14,6 33.1 14.1 22,9
Trade & finance n.a. n,a, 0.7 2.7
Housing 31.7 8.5 12,6 7.5
Fublic utilities 3.0 3.4 3.6 4,7
Cther services 8.1 8.7 4.6 4,5

Less expenditure for

pur chased land -2,8 3.3 1,8 -1.7

Gross fixed investment 100.0 100.0 100.0 100.0
Public Nn,a. n.a. 92.6 88.5
Private o n. a. n. a. 7.4 11.5

n.a., - not available,

Source: IBRD Report, Economic Management in a Periog of
Transition, /Statistical Annexure, Table 9,

.Op. cit,,
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The government undertook investment in irrigation to
ensure perennial water supply sO that multiple cropping
could be undertaken since arable land was limited and
could be extehded only marg:lnally.2 As a result by 1%1,

100 per cent of the arable land was irrigated.3

To solve the problem of waterlogging which this
led to investment in drainage was undertaken., From 194
to 1%0 the increase in the length of irrigation canals
and dfains was insignificant - the length of irrigation
canals grew from 23,471 kms to 24,804 kms while the length
of drains increased from 12, 316 to 13,330 kms.? A signi-
ficant increase in the investment on irrigation and drainage
was seen in the 1%0s when it grew to moré than 14 per cent
of'Gross Fixed Investment ir. the country. It is of signi-
ficante that 40-60 per cent of the investment went to the
reclamation of unpopulated marshlands and desert fringes,
The Aswan High Dam was built wWith a view to bring more than

2 million feddang of arable land under cultivation, Irrigated

2. Only 616, 000 HA out of the total land area of 34, 150,000
HA (a mere 1.8%) was arable in 1% 1-65. FAO Production

Yearbook 1976,
3.- FAO, Country Tables, 1988.

4, Mead, D., Growth and Structural Change in the Egyptian
: . The FConomL e GYowtn Cen tre, Yale, University,
Illinois, 1967, Table 111-C-7, p.331.
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land grew from 2,548,000 HA to 2,843,0C0 HA during the
sixties.s The opportﬁnity cost of this investment wasg
virtual stagnation in the old lands. The benefit has been
an added 621,000 feddans since 1959 much of which is either
not yet in production or has been abandoned, Aafter almost
20 years of receiving half the investment funds, tbeir

contribution to the annual value of gectoral production

wag some 3 per cent.6

Agriculture

The iong run rate of growth in aggregate agricultural
production has been low., The figure fof Egypt is 1.3 per
cent per year while for developing countries as a whole it
has been 2,6 per cent.7 There sre two dlstinct phases of
the growth in agricultural production, Between 1954-64
the rate of growth was 2,7 per cent per amnum and it fell

to 1.2 per cent per apnum between 194 and 1971. (Table 4,7)

The main crops of Egyptian agricul ture are cotton,
maize, wheat, rice and berseem (fodder), Their indices
of yields for the period 1952-71 reveals that the improvement

during this period was impressive, Yields did not rise in

5. PAO pProduction Yearbook, 1976.

6. Cuddihy, W., Agricultural price Management in Eqypt,
op. cit., pp.17-18, -

7. Ibid.
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Table 4,7: Index of Crop Production .

1957-59=100
84

1948

1949 82
1950 79
1951 76
1952 84
1953 80
1954 92
1955 89
1956 90
1957 98
1958 98
1959 104
190 108
1961 89
1962 117
1963 119

196 1-65 = 100

196 1-65 100
19%4 106
1965 108
1966 105
1967 102
1968 107
1969 118
1970 116
1971 120
1972 122

For
Source: /1948-63 ,- Agriculture in 26 ,
Developing Nations 1948-19% 3,USDA;
For 1954.7.Z; Indices of
Agricultural producticn in Africa
and the Near East, 104=73, USDA
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the years corresponding to the first stage of the land
reform, that is, between 1952 and the late 1950°Table 4.8)
Cotton, the most 1mp6rtant crop per formed badly until

1957 when yields just regained the 1948-51 average level,
The yields of wheat remained stagnant &fter an early rise
in 1952-4. The yields of maize did not improve in the
1950s., Rice is the only major exception to this pattern.
By 1957, a 40 per cent increase in yileds hagd been achieveg,
but they tended to fall or stagnéte after that, One of
the major factors which contributed to the increase in
yilelds, apart from public investment in irrigation and
drainage and the gpread of new seeds appears to be the
congolidation of 1and and improved cultivation practices

under the COOperatives.e

In the second half of the sixties however there was a
decline in agricultural growth rates. Richards argues
that this was the direct result of the agricultural invest.
ment policdies of the Nasser regime.9 These policies had
three main constituentss One, the construction of the
Aswan High Dem; two, the emphasis on land reclamation; and

three, the relative neglect of drainage, The share of

8. Mabro, R,, The Eqyptian Economy, cop. cit., pp.80-82.

9, Richards, A., "Agricultural Crises in Egypt®,
Journal of Development Studies, April 1980,
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Table 4,8: Average Yield per Feddan of Principal Crops,
_1_____29'5(1-;

Year A Wheat Maize Rice Cotton
1950 742 900 1776 620
1951 808 858 1275 %89
1952 7717 882 1381 693
1953 865 920 1541 695
1954 %1 823 1835 647
1955 9%3 932 2176 541
1956 982 899 2280 583
1957 97¢ 848 2335 649
1958 991 899 2083 681
1959 974 806 2108 745
1960 1029 929 2105 737
1% 1 1037 1009 212 506
196 2 1095 1094 2456 806
193 ’ 1110 1084 2313 806
1964 1158 1165 2117 891
1965 1111 1476 2109 791
1966 1135 1509 1989 693
197 103¥% 1456 2121 743
1968 1074 1478 2147 827
1969 1018 1594 2146 912
1970 1163 1592 2280 863
1971 1282 1539 2228 929
1972 1304 1579 2189 917

Source: IBRD Report, Econauic Management ip
& Period of Transition, 9{. cit.,
e 19,

Statistical Aapnexure, Tab
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agriculture in total public capital expenditure rose from

11.6 per cent in 1952-3 to 16.8 per cent in 1%7-8, 10 When

the AsQan High Dam was being constructed in the mid-sixties
this share is estimated by some to have risen to 25 per c,em:.11
Most capital formation was in the hydraulic system (75 per
cent of total capital in 1%66).12 In fact, the Aswan Dam
accounted for almost a third of all capital formation during
this period, While the High Dam led tO an increase in maize
yields by 20 per cent, increased water allowed for a shift
from cotton into sugar and from wheat to rice in some parts,
Degpite the fact that yields of major crops rose dramatically
there were two fundamental flaws in the agricultural invest.
ment policies. First was the relative neglect of drainage
and the second was a concentration on land reclamationm,
D:ainége problems were essentially of two kinds. One, of
lands converted from basin to perennial irrigation as a
result of the High Dam and two, difficulties facing lands
already cropped year-round. Shortages of funds and engineers
during the period of construction of the High Dam led the
government to ignore drainage 'ccnstruction in those areas,
postponing such works in the plans to 1970/71. Investments

in public drains and pumping stations in the Delta which

10, Ibigd.
11, Ibid.
12. Ibid.
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did occur vwere very inadequate because (i) water supply
increased d&ramatically, (ii) peasant practices were based
on centuriegs of water scarcity, (iii) water was free and
(iv) because of the failure to construct small-scale drains

to connect with the main grains.

As a former Under Secretary of Agriculture put it,
“.eopublic drains alone were not as effective in draining
the areas they were planned to serve because only a small
proportion of these areas were covered by the necessary
field drains;.. and hence the benefits of drainage were

in reality limited to narrow strips of land adjacent to

the public drains.,.*!3

Given the high érOpping ratios and the high rural
population densities, government’s concentration on land
reclamation is understandable. Heavy investments (scme
£ E 154 million out of total agricultural sector investment
of £ E 208 million in 1905 five year plam),- Qere
allocated to such reclamation schemes as Tahrir province
on the western edge of the Delta.l? The results of the
scheme belied the tegime‘s‘ technicians® hope that Egypt
‘escape the confines of the Nile Valley’, costs per re-

claimed feddan have been estimated at between £ E 480 and

13. JIbid.
14. Ibid.
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£ E 1000 in contrast to official government estimates of
£ E 165 (one may compare this to the per feddan cost of
tile drainage of roughly £ E 46-50). 1% The neglect of
drainage led ¢0 salinity and poor soil structure and thus
limited crop yields which affected returns, While the
total area reclaimed is disputed, by 1970 only 518, 000
reclaimed feddans were being cultivated of which 345, 000

feddans were marginally productive, 16

One explanation for the blunders made is miscalculation.
For instance it wag assumed that the new lands would be as
fertile as the o0ld and that the Aswan Dam would cause the
water table to fall., But Richards suggests that miscal-
culation was only part of the st:ory.l7 Nor can myopia provide
the explanation to the choice of land reclamation over
drainage since, i1f drainage should have beeﬁ postponed
because of capital constraints, there was no reasom why
land reclamation which has an equally long pay off should
get funds,

Richards argues that it seems like that these failures
were partly the result of the nature of the regime, of its

social base, and of its bureaucratic/military mentality,




1%

Such a regime was unlikely to take the Chinese route ¢to
agricultural development by finding the solution to the
complex problems of production in the o0ld lands by insti-
tuting a thorough going social transformation of the
countryside. Nor was it likely that such a bureaucratic
and highly centralized regime would rely on providing
decentralized incentive mechanisms, for instance, to
inducex farmers to instal their own field drains. Highly
centralized responseg were most attractive in a centralized
governmént structufe. In the planning of new lands for
which labour would be imported, the government could avoid
dealing with the pre-existing and complex balance Of local
power, The engineers of the bureaucracy tended to ‘treat
the fundamentally social problems of Egyptian agriculture
as essentially technical cnes, The regime could not involve
the peasan‘try and could not provide adequate incentives,
leaving a centralized technocratic *‘new lands®' approach as
the oniy real option. 1In seeking solutions to the intra-
ct,ai;le prcblems of Egyptian agriculture, the regime gave

in to the temptation of denying the existence of social

and technical constraints responsible for these prcblems,

Industry
A considerable expansion of industry had already taken

Place between the thirties and the middle of the
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fifties. 18 Some acceleration in industrial expansion was
accomplished under the 5 year plans since 191. 19 Indus-~
trialization began in the food and cotton industries
encouraged by domestic demand and the availsbility of
raw materisl, Industrial emterprises in cotton ginning,
pressing, spinning and weaving, sugar, flour-milling,
beverages, tobacco etc., were found even at the beginning
of the twentieth century, At the outbreak of Wworld War II
domestic industries satisfied the following percentages
of the country'’'s consumption: sugar 100, alcohol 100,
cigarettes 100, salt 100, flour-milling 99, cotton ymarn %5,
shoes 90, cement 90, soap 90, furniture 80, matches 80,
beer 65, vegetable oils 60, caustic soda 50 and cotton
textiles 40 per cent, 20

After the revolution there was a considerable attempt
to diversify industrial production. Import substitution
in consumer durables took place. Oil and fertilizer produc-
tion increased and even an iron and steel industry was

established.

18, Hanson and Mazrouk, Development and Ecomomic Policy
in the UAR, North Holland Publishing Company, 2Amster-

dam, 135. ch, S,

19. Ibid'
20, Ibid., p.114.
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The share of basic cmsumer goods industries fell from
close to 80 per cent in 1947 to 50 per cent in 1978. Inter-
mediate goods like plastics and rubber and nitrogenous
fertilisers were produced in the intermediate manufacturing
sector and their share in value added in industry increased
to more than 40 per ocent by 1970, The ghare of consumer
durables and machinery and transport equipment did not
increase significantly rising from 0.5 per cent in 147 to

7.4 per cent in 1969-.’170.21

Rates of growth in induétry also witnessed two distinct
phaseg in the period under study, Between 1953/4 and 1%3/4
the rate of groWwth of value added in industry was 8 per cent
and this fell to 3 per cent between 1%3/4 and 1973,

(Teble 4.9)

Foreign Trade and Balance of Payment
Egyptian exports consisted mainly of agricultural

commodities while the bulk of imports were intermediate
or capital goods for industry. 1In the period under study
Egypt faced a persistent balance of trade deficj.t.z2 (Table 4. 10)

21. Details given in Table 4,3,
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Table 4.9: Index of Manufacturing Output

Year ' Index Rate of
Growth

1952/53 100 ' -
1953/54 108, 2 8.2
1954/55 120.7 11.5
1955/56 129.6 _ 7.4
1956 /57 140. 2 8.1
1957/58 152.9 9.0
1958/59 16 2.5 6.3
1959/60 175, 9 8.2
19%60/61 203, 2 15.5
196 1/62 | 224,17 10.6
196 2/6 3 250,5 11,5
1963/64 280, 2 11.8
1964/65 - 292,8 4,5
1965/66 -299,3 2,2
196 /67 297.2 -0.7
1967/68 291,0 F =21
19%68/69 301, 2 3.5
196 9/70 : 315.4 4,7

Sources Mabro & Radwan, The Ircustrializatien of
Egypt 1939-73, Policy and Per formance,
- Clarendon Press, Oxford, 1376, Table 5.3,
p.87. -
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Table 4.10: Balance of Trade, 1952-72 (ml. of US §)

195 2-58 195 9%-66 19%7=72

Yearly Yearly Yearly

average average __gverage
Trade Balance -135 -310 -335
Exports (fcb) 423 514 745
Cotton textiles 345 %2 464
Imports (cif) -558 -828 = 1080

Source:-Alboni et, al, (eds.), op. cit.,
Table 2,1,p.22.

Invisible earning from tourism ané the Suez Canal helped
to make the balance of payment position more favourable
but still Egypt had to depend a lot on the aid she received, 22
As the table beloWw shows Egypt received the largest share
of foreign aid among the Arab nations till 1964 (Table 4.11).
Political cdxsideratims led the wegt to reduce aid drasti-
cally after 197 and this prompted the Egyptian government
to clamp dowWn on imports. Consequently the rate at which
the external deficit was rising slowed down, The decrease
- in the inflow of losns into Egypt in the second half of

the sixties can be seen in the following table (Table 4.12),

22, From 1957 to 1964 trade as a proportion of national
income ranged between ¥ and 43 per cent and Egypt
had accrued a debt of more than $§ 2 billion, Marvin

G. Weinbaum, Employment and Politics of US Economic
Aig, Westview, London, 1386, p, 29, _ .
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Table 4,11: Long Term Econgmic Aid (million US §)

From U. 5. A, All D.A,C ¥
(July 1, countries
1945 - and Multi-
June 30, laterial Sino=-Soviet
19%4) Agencies Bloc commit-
(Net Offi- ments
cial Rece-
ipts only) 1%54- 195~ 154~
I9 (1%64-69 64 69 69
Kuwait - '=20,2 - - -
Iraq 46.6 55.6° 217 210 487
Libya 205. 3 11.6° - - -
Egypt 943, 1 231, P 1282 452 174
Sudan 81.4 107.1 22 27 49
Syria 81,9 - 47,0 231 215 506
Jordan 431.6 284.0 - - -
Lebanon 78,9 65.6 - - -
Total 1915.1 1752 1024 2776

a - Development Assistance Committee of the
OECD which includes US, Canada, Western
Europe and Japan.

b - 1356569

- Nil or negligible quantities.,

Source: Amin, G., The Modernization of Poverty, op. cgit.,

T able 10 p. 9.
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Table 4.12: Average Yearly Ipflow of Losns fnes)

Total

1 1956-60 100.5

196 165 126.2

196670 104.0
1971-75 765.3 * s

Sources Albmi et, al. (edSQ)o 220 Q-_too
Table 1.4' Pe 5.

Role of Agriculture in Industrialization

Agriculture played a crucial role in Egypt's growth
and industrialization under Nasser, We shall now try
to evaluate the contribution of agriculture to indus-
trialization and egstablish that this contribution was
made possible by the agrarian reforms brought about by

the new reg:lme.

The historical experience of present day developed
nations shows that the contribution of agricultufe to
industrialization was crucial in providing food for its
workers, raw materials for its machines, labour to work,
a surplus to be invested, foreign exchange to.import
~ machinery and raw material and a market for its products.
In the case of Egypt we shall try to establish that the

contribution of agriculture was significant: one, in
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terms of exports, two, in providimg a surplus for invest-
ment in other sectors and three in a limited way in pro-
viding a market for manufactured goods, Whereas in terms
of exparts agriculture's contribution can be directly
supported with evidence, in temms of surplus proof of
extraction of surplus fram agriculture exists but limi-
tations of data do mot allow us to show how this surplus
was being used. Available government aecounts do not
indicate the source and use of funds in this manner, The
market provided by agriculture w\ﬁ'soéé:mainly for fertilizers
and can therefore be easily measured., We shall also look
at the other ways in which agricul ture might have contri-
buted to the growth of industry, At each step an attempt
would be made to examine whether this contripution was
made possible by the agrariasn reform, The significance
of the agrarjan reform does not lie in any particular
measure - the land reform or the cooperatives but in its
conception and implementation as a large package Of
related measures, The cooperatives were, an e_ssential
component of the package and it 1is doubtful whether they
would have been extended independently of the land dis-
tribution measures.

A few agricultural credit cooperatives were founded

before the First World War, By 1931 there were 539 co-

operative sgocieties of all kinds with a membership of
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53, 000.23 The government helped the movement for coopera-
tives by favourable legislation and the provision of cheap
loans through Misr Bank, Since loans were provided to the
cooperative at lower rates of interest large landowners
began to join the cooperatives and secure control over

them, o

It appears that conditions were not conducive to
the expansion of cooperatives in the pre-land reform struc-
ture of land holding, Moreover smashing the power of the
landed aristocracy in the ocountryside gave the new state
the opportunity to effectively implement its policies and

excercise its power over the peasants,

The new kind of mul tipurpose cooperative which per-
formed services such as loans, supply, sale, &and organi-
zation of production developed after the Agrarian Reform
Law of 1952 under which all beneficiaries of land redistri.
bution were required to foin such cooperatives, It was
the extension of such cooperatives to the rest of the
country which brought about a radical transformation 6f
rural Egypt. The expansion of cooperatives was .clearly

integrally linked to the land reform,

23, 1Issawi, C.,_Egypt in Revolution, QUP, Lomdon, 1%3,
p. 164, )

24, Ibid.
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Importsg
The importance of exports for a newly industrializing

country lies in the fact that exports earn foreign exchange
which is crucial for import of machinery and raw materialg
required for industrialization. BExport earnings were parti-
cularly important for E;;ypt since it adopted a strategy of
industrialization which was likely to be more import inten-
sive in the short run ag it emphasized import substitution

in consumer dursbles and capital goods.

The possibility of export-led growth was not envisaged
by the new rulers for Egypt becsuse it was felt that Egypt
had no cost or quality advantages in the highly competitive
world market. In 1952 manufacturing was dominated by agro-
based industries mainly food processing and textiles,

The strategy of industrialization chosem placed greater
emphagis on import substitution in consumer durables,
metallurgical products, inputs utilized by industries and
capital equipment which until then were Of little signi-
ficance in the manufacturing sector., This meant investment
in new areas and a greater need for foreign exchange as
thege industries are likely to be highly import intensive
initially though even by 1%7 the import content of total

imputs was 33,4 per ceni:.25

25, Mabro, R. and Radwan, S., The Ipdustrialization of
Egypt ]9%9—73, pPolicy and Performance, Clarendon
Press, ord, 1976, Tabl® 13.7, E. 09,
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Large proportions of agricultural requirements of indus-
tries were also imported. Even by 1%7 the food industry
imported 90 per cent of its direct requirement of agricul-
tural inputs. The cigarette industry imported all the
tobacco used since the cultivation of tabacco was prohibi-
ted in Egypt in the nineteenth century to facilitate the
imposition of taxes which were more conveniently levied in
the éustans house than on the field, The leather industry
relied on imports of some 45 per cent of its inputs mainly
hides and skins, In 1%7, industries spent £ E 155.8 million
on agricultural inputs, and more than 50 per cent of that‘
amount wag accounted for by imports, ® As the table below
shows more than 70 per cent of Egypt's ilmports were producer
or investment goods {Table 4,13). Imports continued to be
crucial to Egyptian industry, In 197 fuels, intermediate
commodities, raw materials and capital goods together

accounted for 84,3 per cent of Egypt’s imports. z

26. Ibdds

27, When total imports added up to £ E 344.4 milliong,
fuels accounted for £ E 21,3 millions intermediate
commodities 2 ~ £ E 116.%5 millions, raw materials
£ E 87,6 millions and capital goods £ E 65,0 millions,
UAR Economic Survey, The Middle East and North Africa,
1% %-70, Europa Publication Ltd., London.p 507
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Table 4,13: Composition of Imports (%)

1948-50 1953-55 1956

Consumer goods 33,6 29.1 25,6
Producer goods* 50, 2 45,5 ¥b.1
Investment goods** 16, 2 5.4 38.3

Note; * pProducer goods includes fuels and lubricants
and cereals for milling and other processging
or seed or feeg;

** Investment goods includes machinery and equip-
ment.

Source: Development of manufacturing industry in Egypt,
Israel and Turkey, UN Publication, 1958,

Exports |

In 1952 the bulk oOf Egypt'’s exports consisted of agri-
cultural products which accounted for more than 90 per cent
of her export earnings, the most important export crop
being cotton which accounted for upto 87 per cent Of

Egypt's export earnings. 2>

Long staple cotton is the most important field crop,
even by 1970 it occupied about 30 per cent of the total

acreage every year and provided upto 40 per cent Of the

value of field crops and 50-60 per cent of the proceeds

of visible exports,

- cotn

28. Mabro, R, and Radwan, S., Op. cit., Table 13.4,
p. 218,
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Rice is another important crop which occupies a rapidly
increasing area (1,075,000 feddans in 1%7). 1Its ylelds were
also rising, averaging about 50 per cent above their pre-
World Wwar II levels, Rice production reached a record
in 1967 (at 2,27 million tons) when exports brought in
£ E 29.8 million in foreign exchange, This record was
apparently exceeded in 198 by an output of almost 2.5

million tons.29

Agricultural products retained a high share in export
earning even by the end of the period under study though
their share declined., However the significance of Egyptian
agriculture did not decline as & major earner of foreign
exchange because of export substitution in cotton. This
is revealed when we look at the composition of manufactured

goods exports, (Table 4. 14)

Table 4.14: Share of Yarn and Fabrics in Export earmings,
selected years

Year Export Share
of textiles
1946 0.3
1952.53 3.3
1956-57 8.3
1959%60 9.7
196 4-65 14.0
196667 19,2
1% 9-70 16,7
1973 17.1

Source: IBRD Report, _Economic Management in a period of

Transition, op. cit., Table 11.5, p. 243, ~

29, UAR, Economic survey, The Middle East and North Africa,

e et et e e e e e s e st

o o et
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Almost 55-66 per cent of manufactured goods exports
have been accounted for by textiles since the late 190s. 30
Moreover textile exports have grown at a rate of growth
of 13.2 per cent which is close to that of manufactured
goods (13.3 per cent) and reflects their weight in the
basket of manufactured goods exported.31 55 per cent of
textile exports was accounted for by yarn.32 The compo-
sition of Egypt’s export trade indicates export-substitu-
tion and reveals an attempt to transform an economy spe-
clalized in the exports of a primary comnodity into a
modern economy which possesses itg ovn raw materials and
exports manufactured products.33 The share of textiles
in total exports rose from 2-4 per cent at the beginning
of the period to 17-20 per cent at the end, (Table 4,15)
Other agricultural products which became important export

items during this period were fruits, flowers and vege-

tables,

Role of Agrarian Reform

while the land reform created a clags of peasantry

capable of investing in land the cooperatives gave the state

30. Mabro, R, and Radwan, S., op. cit., p.206,

31, Ibid
32, Ibid

33, Ibid., p.219.
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Table 4,15: Value of Manufacturing Exports (£ E 000s)

Year Food Cotton Cotton Total
yarn fabrics
1951 24 34 692 6 20 15483
193 2158 2566 497 12276
1955 2149 4383 999 1% 16
1958 2317 7083 4586 24566
19%1 5110 7727 6139 30707
1963 4501 18187 9006 50648
1965 4593 31092 11677 75586
19%6 6202 30879 13476 78706
1%8 5211 29922 14521 79799
1970 6 286 256 29 18132 104662

Source: Mabro and Radvan, op. cit., Table 13.5,
p.220.
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control over agricultural produce, particularly cotton
which was a crucial element in the export policy of Egypt.
The cooperatives, an integral part of the agrarian reform,
were designed to be the most important instrument in the
hands of the state to gain control over agriculture, They
succeeded, not only in orienting production towards the
requirements of exports but also in becoming the channel
for marketing agricultural produce. To increase government
control most export crops were brought under cooperative
marketing. (Table 4,16) These included cotton, rice,
onions, potatoes and groundnuts, Starting in 1953 the
cooperative marketing of cotton accounted for the entire
volume of cotton marketed by 19%5. Rice which was the

méjor foreign exchange earner after cotton and represented

Table 4,16: (ooperative Marketing of selected Export
Crops as a per cent of total ocutput, 39%2.70

Agricultural Cotton Rice Onions Ground- Sesame

years nutsg

196 2/63 42 - - - -
196 3/6 4 60 - - - -
1964/65 100 - 3% % 23
1965/66 100 50 31 5 31
1966 /67 100 52 29 58 80
1967/68 100 48 33 59 70
1968/6 9 100 47 46 n.a, n. a.
1% 9/70 100 49 28 60 80

Source: A, Fadil, op. cit., Table 5.2 and 5.3,
Pp.86-7.
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about 12 per cent of the total export earnings in 1970

was covered by the cooperative marke ting system almost

to the extent of 50 per cent of the total cutput of rice.
The quantity of onions marketed cooperatively reached a
peak of 46 per cent of the output in 19%8/69, During the
seconé half of the sixties cooperative marketing accounted
for upto sixty per cent of the cutput of groundnuts angd
almost 80 per cent or more of other important export crops

like flax straw and sesgame,

Not only did thé cocperatives play a major role in
marketing, they, being supervised cooperatives in which
the farmers were directed by the supervisor on what to
produce, also guided production, This helped in diversi-
fication of exports even among agricultural products, They,
for instance, played an important role in increasing the
production and share in export earnings of rice (other
factors for the increase in procduction of rice were the
increased availability of water and the land reclamation

in the Northern Delta,

The emergence of fruits,vegetables and flowers as
major export cammodities was also made possible by the
agrarian reform. The agrarian reform, &s we have seen
in the previous chapter, enabled the growth of profit

making capitelist farmers who could invest in agricultural
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production, Such crops which required large investments
and have long gestation periods coulé be grown only by those
with the capital and the incentive which the capitalist
farmers, for instance, possessed. The table below shows
the increase in the area planted with vegetables and fruit

trees in this period (Table 4,17).

Table 4,.17: Area planted with Vegetableg and Fruit
trees (thousand feddans)

Year Vegetables Fruit trees
1952 1 ‘ 9%
1960 - 513 131
1965 629 187
1970 717 244

Sources Mabro, The Egyptian Ecomomy, cp. cit.,
Table 3.2, p.51.

Below we can see the importance of agricul tural
produce in exports (Table 4,18), However this is not a
complete picture since it leaves out the export substi-
tution of raw cotton that was taking place, Even while
agricul tural products fell as a share of exports, cotton
yarn and texti'leszggegmportance thus maintaining the
gignificance of this crop., We thus find that agriculture
had a crucial rcle to play in Egypt's export performance.
Moreover we see that the credit for agriculture's perfor-

mance goes to a large extent to the cooperatives in par ti-

cular and the agrarian reform in general,
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Table 4,18: Share in Export Earningg

Year Raw Rice Agricul tural
Cotton _products
1950 84.6 4,2 91.0
1951 81,0 7.1 89.8
1952 87.3 0.6 9.4
1953 85.0 - 88,7
1952/3 84,0 - 92.1
195 3/4 82.8 0.5 9.5
1954/5 72.7 3.5 8.3
1955/6 72.8 6.4 89.0
1956 /7 6 9.6 6.9 85,5
1957/8 65,9 9.8 84. 9
1958/9 71.2 2.4 83.7
13959/60 70.8 2.5 77.5
1%0/1 ' 64.4 6,5 75.3
19%1/2 58,8 1.8 67.3
1%2/3 52.5 9,6 69.6
1% 3/4 49,2 13.1 67,7
19%4/5 . 55,9 8.1 69,6
1965/6 55,9 8.4 69.5
1966 /7 48,8 10,3 65.9
1%7/8 44,5 15.9 65.8
19%8/9 39,4 17.3 64,9
19% 9/70 49.1 11.6 67.9
1971 51.0 7.2 66. 2
1972 45,2 6.1 58.7
1973 43,2 5.9 60.5

Source: Mabro & Radwan, op. cit., Table 13.4,
p. 218,
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Even the impressive contribution made by Egyptian
agriculture to exéorts was insufficient and Egypt required
more from the outside wogld, both for investment and
current consumption than it could pay for by current
exports. This led to a persistent external trade deficit
for almost two decades and Egypt had to borrow from abroad
till political developments led to a cut down in western
aicd and the government had to take extreme steps to limit
imports after the June 19%7 war., The cut down in imports
led to the development of excess capacity in industry owing
to lack of raw material and spare parts, As a result an

acute recession took place in Egyptian industry,

Surplus Extraction

The scope for direct taxation of agriculture in Egypt
was limited, first because it created discontent among
the fammers which was politically undesirable and second
because such taxes could be evaded even after setting up
the required elaborate and expensive adninistrative network
for measurement and implementation of such taxes. During
this period the amount of direct tax on land holding
collected by the state amoﬁnted to less than 1 per cent

of the Value Added in agricul ture, 34

34, Ahmed, S., Public Finance in Egypt, World Bank Staff
Working pPaper No,o 39,
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Another method of extraction of surplus from agricul-
ture is through a movement in intersectoral terms of trade
against agriculture, The govermment could either manipulate
the terms of trade between agricultural output and inputs
or between agricultural output and consumer goods which
farmers usually bought from the manufacturing sector i.e,

tax fammers® consumption,

Terms ©f Trade

A study by Fadil shows that domestic intersectoral
terms of trade did not turn greatly against agriculture
during this period, He looks at both the terms of trade
betWeen agricultural output and manufactured consumers’
goods. Agricultural output includes cotton, rice, wheat,
maize, onions and sugarcine marketed at ex-farm prices
which reflect average producers®' prices for all grades
whether delivered through government procurement system
or sold to the cooperatives or on the free market, Manu-
 factured agricultural inputs include chemical fertilizers,
insecticides, fuels and lubricants while consumer goods
include sugar, tea and coffee, soap and other chemicals

and cotton and wool textiles.

Fadil chooges 1% 0 as the bage year to construct the
indices of the terms of trade because it represented a
turning point in a number of governmental policies concerning

agricultural prices as well as marketing. At the same time



Movement in rerms of trade for the agriculiural sector {three-vear moving averages.
1960/62-1968/70)

(a) Terms of trade between agricultural output and manufactured agricultural inputs
(b) Terms of trade between agricultural output and manufactured consumers’ goods
(c) Overall index of terms of trade between agricultural output and manufactured

goods
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1970 weighted index numbers are also constructed. 3 The

results show that the use of different base years, or rather
different weights, affects only the magnitudes of the aggre-
gative index numbers while the pattern and the direction

of the movement Of the terms of trade for the agricultural
sector remain the same, Over the sixties the weight of rice
almost doubled while that of cotton fell, The use of the
base period weights dampens the movement in the terms of
trade in favour of the agricultural sector while the 1970

weights tend to exaggerate these movements (Table 4,13),

According to Fadil's estimatesg the terms of trade
between agricultural output and manufactured consumers'’
goods have been stable after the mid-sixties before which
they deteriorated slightly, and that between agricultural
output and manufactured inputs (mainly fertilizers) was

favourable to agriculture,

Another estimate suggests that between 1%S5 and 1975
the price of inputs into the principal crops - cotton, rice
‘and maize were rising faster than the price of ou.tput. This
can be seen in the following table (Table 4,20). Between
190 and 1970 there was clearly a fall in the net profit

per kantar of cotton. (Table 4,21).

35, 4bdel, Fadil, op. cit., Appendix.E.



158
Table 4.19: Indiceg of Termg of Trade for the Agricultural
sector (on a tihree-year moving average bagils

periogd Terms Of trade between Terms Of trade between Overal index of terms

agricultural ocutput agricultural ocutput and of trade between agri-
and manufactured inputs manufactured consumer cultural output and
goods . manufactured commodi-
. ties —
Base- 1970 Base- 1970 Bage~ 1970
weighted weighted weighted weighted weighted weighted
1960-2 99,€ 101.0 98.6 98.4 94,6 94,4
19%1-3 98,0 100,0 %.3 %.1 89,1 88,9
196 2-4 99,2 101, 2 %.9 %.4 86 .4 86,0
196 3.5 100.1 102.5 93,5 93,3 86.4 88.1
1964-6 103.8 106 .7 92,6 93,5 98, 3 91,0
1966-8 120.9 133.1 91.0 94,1 94,7 98, 1
19%67-9 ° 131.4 149.5 91.5 94,6 97.9 101.6
196 8-70 131.3 149,5 92.5 9%B.1 97.5 100.7

Source: A, Fadil, c¢p. cit., Table 5,.g, p.100.
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Table 4,20: Annual_ Percentage Changes in Output and
Input Prices, Selected Crops 19%65-75

cdmnodity Output Input Di fference
Berseema 11.0 S.Ob 6.0b
Rice 5.4 7.1 -1.7
Wwheat 6.8 5.2 1.6
Maize 6.6 6.2 -0,.3

Cot ton 3.7 5.8 -2.1

Note: a. Actual Prices (per cent per feddan)
are avéeilable for some years only.
Missing data were approximatec by
using meat price indices.

bc Estimawd.
Sources IBRD Report, Economic Management ip a

pPeriod of Transition, cp. cit., Table 10,3,
p. 207,
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Table 4.21sprofitability per feddan of sown cotton, 15%0-70

Year Average Yield Value O©f production per Prodn Net Net
price per feddan costs per yield per profit
per fedcan Value of Value of Total £ E * feddan per
kan tar (kanta- Cotton firewood £ E £ E kantar

_ £ E rs) £ E £ E £E ___

19%0 15.040 5.20 78, 210 1.400 79,610 45, 245 34, 365 6,60

1961 14.580 3.21 45.800 1.500 43,300 49,700 («)1,400** -

196 2 14.240 5.12 75.780 1.500 77.4€0 51,840 % .640 5.C0

1% 3 15,240 5.12 78,030 2, 280 80.310 54.590 25.720 5.02

19%4 16.840 5.66 95, 310 2. 200 97.510 57.681 39,829 7.04

1965 16,120 5.02 80, 922 3,370 83,999 64,2375 19.584 3.9

1966 16.052 4.40 70.6 29 3.087 73.716 71.259 2.457 0.55ge

1967 17.042 4,72 80.4 38 3.897 83.335 69,220 13.415 2.84

1968 17 .46 3 5.25 91,681 3.6 23 95,304 70.590 24.714 4,71

196 9 18.040 4,85 87.494 3.563 91.057 73.590 17.9%7 3.60

1970 16,190 5.48 99,681 3. 214 102.895 175,660 27,235 4,97

* Inclusive of rent per feddan,

** Dye to heavy damage to the cotton crop inflicted by pests in

sSour ce:

196 1/6 2,

price Planning Agency, Memo No,11: Report on Cotton (Cairo:
May 1972),

Cited in Fadil, op.

Table 17.

C t.' Table 5.7' p‘ %Q

S
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Since the figures in the table are in current prices
and during this period (1%61-69) the annual rate of inflation
in the Egyptian economy was 3.2 per cent per annum, ¥ this

implies a fall in the income per kantar in real terms.

Falling profitability apparently had adverse effects
on the production of cotton and farmers did not conform to
the production plan set for them, As a result the govermnment
raised cotton procurement prices between 1%4/5 to 1% 9/70
in the range of 10 to 22 per cent, 37 The price of extra long
staple cotton, the mos't important export crop, tended to
increase at a much higher rate than that of l1ong and medium
varieties, Even then it must be noted that while the price
of inputs increased annually by 5,8 per cent in the period

19%5.75 the price of cotton increased only by an average of
3.7 per cent per annum, 38
However even if the manipulation of terms of trade

dig help to transfer resources out Of agricul ture, it was

not, as we shall show below, the main instrument of surplus

extraction,

36, World Economic Survey, 1971, UN, Table D,7, p.93.

37. Abdel Fadil, op. cit.. p.93.

38. IBRD Report, Egypt: Economic Management in a rperiod of
Transition, op. clt., Table 10.3, p.207.
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Indirect Taxation

The chief instrument in the hands of the state for
the extraction of surplus from agricul ture was the indirect
taxation of agriculture. The two major schemes on which
this indirect taxation was based were: (1) the compulsory
procurement at controlled prices and (2) determining crop-

ping pattern through area restrictions,

The following table shows the different combinations
of the two schemes for the major crops. Since cotton and
rice were the major export earners, they were the chief
means through'which surplus was extracted from agriculture,
As we shall see below the state made enormous profits by
virtually becoming a middle-man who bought the produce
at low domestic prices and sold them at the high inter-
national prices, One can draw a comparison with the mercans-
cum-moneylenders who forced the indigo planters in India
to plant indigo to repay the debt they had taken, Only,
in this case the government used non-economic coercion like
fines etc. to force the farmers tO conform to its production
plans., The sphere of surplus extraction was the product
market., This was in addition to the surplus extraction

by capitalist farmers in the sphere of production,

Sot ton
From 1953 onwards the Egyptian Cotton Commission (ECC)

exercised control over prices and trade in cotton at a
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Table 4.22: Development of Production and EXport prices angd
Government profit margin_for the cotton crop, 1360-70Q

Year  Producers' Average (1)/(2) Government's Quantities Total govern-
price export profit mar- exported ment revenue
(¢ E per price ' gin per (000 met- (¢ E million)
metric (£ E per kantar (£ E) ric kan-
- kantar) metric tars)
kantar) %
- $1) _{2) {3 (4) ) {6)
1960 15.0 18.90 83 3.0 8,4 25.5
19%1 14.5 18,1 81 3.5 6,740 23,6
1962 14.8 16.7 89 1.9 5,010 9,5
1963 15.2 18.8 81 3.6 6,447 23.2
19%4 16.8 19.2 87 2.4 5,835 14,0
1965 16.1 22,3 92 6.2 6,843 42.4
196 16.0 20,8 77 4.8 6,848 32,9
1967 17.0 20,2 84 3.2 6,043 19.3
1968 17.5 21.8 80 4.3 S,19% 22,3
1%9 18.0 25,3 71 7.3 4,760 34,7
1970 18,2 2.0 70 7.8 6,438 50. 2
Average annual government revenue. 27.0

Sources: col, (2): Central price Agency, Cotton Report, Table 2.8,
p. 105,
col, (5): Central Price Agency, Cotton Report, Table 24,
p. 9€.

Cited in Fadil, op. cit., Table 5.9, p.104.
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national level, In 191 cotton trade was nationalized elimi-
nating the handful of powerful dealers who controlled the

future market, Since 1% 2 when the cotton exchange in

Alexandria was clcsed the ECC has bought cotton at fixed
prices, and fixed selling prices for beoth export and local
consumption, These prices were announced at the beginning
of each crop season, Since the entire procurement of cotton
was through the cooperatives, price fixation by the ECC was
very effective, As the graph below reveals, producers®
prices received by cotton growers were much lower than the
prices at which the governmeént sold to either domestic
spinners or in the international market, This implied a

considerable margin of profit for the state. (Table 4.22)

It can be seen that while the damestic selling price
remained constant throughout the sixties and the export
price fluctuated since it wag determined by the gstate of
international demand, ﬁhe price paié to producers over the
period 1%.1/2 to 1%6/7 remained much below and increased
increased in the range of 6-11 per cent (prices paid to
famers gdiffered with the grade and variety of cotton),.
The agriculturalist was being paid between 70 to 80 per
cent of the worlcé market price for his cotton crop, The
revenue fram cotton alone nct only covered all state expendi-
ture in the sectcr but alsc left the government with a

surplus, For example, during 1974 the transfers to Treasury
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of Cotton organization were £ E 1%.€ million, The diffe-
rential between foreign and damestic prices was responsible
for most of the gain, The weighted average export price of
cotton lint rose by 118 per cent - from £ E 550/ton f.o,b.
in 1972 to £ E 1201/ton in 1974 while the producers' price
rose by only 21 pér cent during 1972 and 1974.39 As a
result of the use of overvalued exchange rate and from
pri‘ce differentials in terms of local currency, the direct
state revenue net of all payments to growers from cotton
sales alcne wasg £ E 313;8 millions., 1In this year the sum of
all direct and indirect producer subsidies was £ E 106.4
million, This included all explicit subsidies on all crops,
the current expenditure of both the ministry of agriculture
and of irrigation to provide water and services, rlus all
state investment in agriculture, Therefore even after
taking into account all state expenditure in the sector

cotton trade left £ E 207.4 million with the government

(Table 4,23).

Rice
The government also made substantial gains in the
export_froit;e which was the second most important foreign
exchange earner for Egypt. This can be seen in the following
table (Table 4,24). During the sixties government's profit

margin was almost 45 per cent., Even when world prices rose

39. uddihy, W., agricultural Price Management in Eqypt,
op. cit., p.165.
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Table 4,23: Net Effect of Cotton Price IDifferentials
1973-74 (£ E million)

Item 1973 1974

1, Transfersg to treasury of cotton
organizatim 64,86 13%.8
2. Exchange rate gains 114.0 177.0
3. Total transfers out 178.8 313.8
4, Direct subsidies 15.8 12,7

S. All public Sector imvestments in
agriculture . 51.0 54,0

6. Current expenditure of Ministry
of Agriculture 16.4 19.8

7. Qurrent expenditure of Ministry
of Irrigation ' 18.4 19.9
8. Totel transfers in 101.6 106 .4
7. Net flow 77,2 -207,4

Source: World Bank Calculations from official data
IBRD Report, op. cit., Table 10.7, p.212,

Table 4,24: Price Relationships and Government Profit
margins for bread rice, 1%5-70

Season Govt, Total  Average Govt, -(4)/(3) Total Total

laying cost export profit _ Quanti- govt,

price per ton price margin . ties revenue

per ton of ble- per ton expor- (£ E

of rice. ached ted million)

in husk ricex* (000
______ (£ E) (£E) _ (£E) (£ E) % tons)

(1 12] (3) 4) 5) [(D)] )
19%65/6 22,0 v.2  62.1 6.9 43 287 7.7
1%6/7 25.4 36.4 65.1 28.7 44 275 7.9
19%7/8 25.4 38.8 69,5 30.7 44 395 12.1
19%8/9 30,0 43,8 81.4 37.6 46 4 98 " 18.7
19%3/70 30.0 45,4 73.1 27,7 38 707 19.6

15 2~

Average Annual government revenue.
inclusive of costs of rice milling and export pre-
paration costs per ton of exported rice.

Source: pPrice Planning Agency, Report on Rice, Table 43
and 81. Cited on Fadil?;f‘aible 5.10, p.105.
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the Egyptian government did not increase prices paid to

the farmers, For example, world prices for rice climbed
from US ¢ 147/ton in 1972 to US $§ 542/ton in 1974, a 268
per cent increase, farm gate prices for rice had risen by

only 3 per cent over the whole period since 1968.4O

In acddition to the revenue from tax on rice and
cotton, the government obtained revenue from the 5C per
cent tax on onion exports as well as the differentials
on the value of crange exports, Similerly the revenue
from the relatively low procurement prices cf wheat,
maize ang svugar must be included while taking into account

transfers from agriculture to the state treasury. (Table 4.25)

'I‘able' 4,25: Average Government Procurement Prices
and Average Free-Market Prices, Selected

Crops 1%7-68

Crop Average Aver age Price
price for price for differential
compulso~ free (per cent)
ry pur- retentio-
chases (£E) ns (£E)
Wwheat (per ardeb) 4 5.1 27.5
Rice (per dariba) 20 40.0 100.0
Cnions (per ton) 11 16.5 - 50.0

Source: 4, Fadil, cp. cit., Tsble 5.5, p.89,

———

40. Ibid.
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Despite the large magniﬁude cf transfers from agricul-
ture to the gtate it has been arqgued that the squeeze was
not on the farmers, Fadil argues that the policy package
did not result in a drastic diversion from the farmers
since even before World Wwar II and during the fifties
producer prices were much lower than the export quotations,
It was the gianing mills and the intermediaries w.uo had a
margin of as much as SO per cent in the trade, Thus the
nevw policy package led t© a diversion of surplus from the

hands ©of the traders to the state treasury.41

Role of agrarian reform:

The agrarian reform consisted of not only the land
reform which created conditions for an increase in produc-
tion”sagxc‘]plus but also included the oocpératives which
served as that crucial link between the government and
the farmers that allowed the government to effectively
pursue its policy of procurement of agricultural output
at tax-inclusive prices, They permitted the state to
effect area restriétiorxs and encour age product;ion of
export crops since cultivation on the cooperatives was
supervised by a representative of the government, Land
was diviced into strips and each farmer had to confarm
to the production plan set for him. while there were a

few richer peasants who managed to get away without doing

41. A, Fadil, cp. cit., p.106.

——m——
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s0 by bribing the officials or using their social links,
mogst farmers conformed_to the acreage plang set by the
cooperative despite the disincentive of low procurement
prices, As the graphs belcw reveal, the standard acreage
response of a reduction im acreage with a fall in price
was not found in Egyptian Agriculture, This fact is alsoc
confirmed by a World Bank study which found that neither
absgoclute non-relative prices of either .competing or comple-

mentary crops can explain veriations in planted area.42

Apart from area restrictions it was because of the
effectiveness of the cooperative marketimj system that the
government could procure crops at the low prices it paid
to the farmers, Even though there were some famers who
defaulted, their number was relatively small and so ome
can conclude that the state was largely successful in the

implementaticon of its procurement policies.43

Moreover, the cooperatives served as the only source
of inputs and credit., This had two major implicationms.
First, since farmers took credit for inputs there was an
increase in the cash requirements of farmers, TO obtain
the required cash farmers scld a greater part of their

output in the market, This helped to raise the level of

42. 1Ibid.
about

43, In 19747180, 000 farmers palc¢ fines rather than
supply the required amount of cotton. Ibid,, p.iv.
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marketable surplus., This wes important only for the supply
of food and fodder crops which the farmer could either
consume or sell in the market, The entire output of cash
Ccrops was aiready being sold in the market. In the latter
case the farmers intreased the quantity marketed by increas-
ing the guantity produced.

Second, since the cooperatives distributed inputs at
controlled prices as well as provided the fammers credits
to buy these inputs, yilelds were not affected either by the
rise in costs of production or imports of fertillizers etc.
or scarcity of funds for working capital requirements. Higher
yields and greater production helped the government in its

attempt to maximize and mobilize agricultural surplus,

Ag far as direct investment into industry is concerned
Igsawil notes that one dbjective of the agrarian reform was
to divert capital from agriculture to industry by dis-
couraging further land purchases and by allowing landlords
to use their bonds for investment in approved enterprises.
The latter aim Wwas not at all successful and the capital
that was diverted went intq high-income apartment houses,
Consequefntly the government had to pass a law in 1956,
limiting invelstment in building. The Agrarian Refoarm
Committee itself digd, however, 1lnvest some of its funds

in various industrial projects, notably the fertilizer
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‘'plant at Aswan, 44

- Market:

D it it et

The rural market for industrial products consisted

of both the market for cosumer goods and manufactured inputs
into agriculture,

Since private consumption appears as only a residual
term in the Egyptian natlonal accounts no aggregate figures
are available for rural consumption. The sample surveys

of household consumption carried out in 1958/59 however

reveal the familiar pattern of expenditure distribution,

with the percentage expenditure on food falling, and that

on durable comsumer goods, services etc, rising substantially

with increases in income, The second round of the National
Sample Survey of Household Consumption was carried out in
1%4/65. nDuring this period the expenditures on consumer

durables seem to have increased more than the increase in

the average expenditure per household, This 1s accounted

for by the relative increase in the number of households

in the higher income categories. (Taple 4.26)

Even though such expendi ture seems to have risen we

are aware that one cannot take this result at face value

because of two major reasons. The first 1s that all estimates

44, 1Issawi, C., Egypt in Revolution, OUP, London,
p.163.

1963,
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Table 4.26: pypenditure on Consumes dursbles

Average Number Percemtage Total expen-
total of ho= oOf expendi- diture om

expén- use- ture on durable con-

diture holds durable sumer goods

per consumer

house- goods

hold ‘

(1) (2) (3) 4)

1958/59 147.7 3037 8.6% 38576 .56
1%64/65 224.17 4480 n.a. 86368, 2°

n.a, - not available
8 - by using 1358/9 figure for col, (3).

Source: A, Fadil, . Cit', , col, (1) & (2), Table 4.5, p.72
and col, (3), Table 4.1, p.77.

are in terms of current prices and so one cannot say whether
there was any inérease in real terms, The second reason

is that due to limited availability of data we have taken

the 1958/9 value for the pattern of expenditure distribution,
It is possible that this pattern of expenditure distribu-
tion had changed by 1%64/65 due tO price changes, Even then
during this period per capita income rose rapidly (Table 4.27)
and thus it is not unreasonable to assume that given the
pattern of expenditure there must have been a rise in

expenditure on consumer durables in the rural market.

Let us now look at the rural market for manufactured
inputs into agricultural production. The most important

of thege were fertilizers, pesticides and tractors most of
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the requirements of which Egypt imported in 1352,

While in 1952 Egypt imported more than 3/4th of tér
requirement of fertilizers the gtrategy of import substi-
tution encouraged the growth of a domestic fertilizer
industry, Fram 191 to the early 1970s the infant domestic
fertilizer industry was protected by a naminal rate of
betwean 9 per cent to 87 per cent.45 As a result by
1972 Eqypt had six fertilizer factories with a total
production capacity of 1,800,000 tons.46 Damestic Proaic-
tion concentrated on nitrogenous fertilizers while also
producing phosphatic fertilizers to some extent., By taking
four year moving averages it can be seen that the share of

domest ic production vis-a-vis imports was rapidly increasing

over the period 195768,

Table 4,27: Agricultyral Per Capita Incame ( £ E)

Currfent FElces 79309 Pices:
1952 19.3 6.1
1955 22.2 7.8
1957 23,7 8,2
1959 25 8.3
19 2 22 7,2*
1964 28,7 9,6

* This figure reflects the failure of the
~ cotton crop in the fall of 1961,
Source: Watebury, J., Op. cit., Table 10.1, p. 208,

45, Ezz-el-dine Hammam and M,G. Abu-el-Dahab, Fertilizer
Distribution in the Arab Republic of Egypt, ed. by Eric
O. Degula (pParis: OECD Development Centre, 1372) cited

in Fadll, A., op. cit. Apperolx F .
47. Fradil, A., op. cit., p.119.
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Table 4.28: Fertilizer production and Imports.

19%7-60 1%4-8
*000 tons % *000 tons %
of N of N
Domestic Production 38 20 151 63
Imports 110 80 102 37
Total 148 100 253 100

SOurce: Fadil, I‘o' 2. Cisol pc 1190

Role of Agrarian Reform:

The agrarien reform succeeded in creating a sectiom
of the peasantry which had both the capiteal and the incen-
tive to invest, Such a peasantry was crucial to the
increzsing use of modern inputs into agriculture. Not
only did the agrarian reform create such a class cf peasants,
it also directly encouraged them to use modern imputs through

the supply of cooperative credit to them for the purchase
of such inputs,

Almost 80 per cent of short term loans were granted

for the purchase of fertilizers.47 Mareover it was short-

term loans which constituted 9% per cent to mare than 98

per cent of total .‘Lcans.48

47. Radwan, S., op. cit., Table.6.2, p.57.
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The use of fertilizer was also encauraged by supplying
fertilizers to the members of the cooperative, The
Ministry of Agriculture drew up fertilizer-use recommenda-
tions, beth in terms of the quantity of various nutrients
and for the types of fertilizer material, The cooperative
alloted quotas to each farmer according to crop and acreage

requirements,

Moreower, the Fertilizer Prices Stabilization Office
stabilized prices s0 that farmers do nct dstain from using
fertilizers because of price rise, If the selling price
is higher than the procurement price the F.,P.S.0, collects
the difference but if the selling price is lower than the

procurement price the F,F,.5.,0. pays a subsidy.49

As a result by 190 the consumption of fertilizer
per acre of cultivated land .{n Egypt surpassed that of
all developing countries except Taiwan and South Korea.so
By 1970 fertilizer use rose to 131 i. per hectare of
arable land.51 The Egyptian fertilizer industry is thus
endovwed with a large danestic market, Mareover this

market is also expanding because given the limited

49, Fadil, 2,, op. cit., Appendix F,

Chokci, A, et, al,.
SO.Z World Bank Staff Working Paper No,269, A Planning

- Study Of the Fertilizer Sector in Egypt, p.4.

51. FAO country Tables 1988,
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availability of lang, the attempt to increase yields is
accompanied by the increased rise of fertilizers. (Table 4.29)
The chemicals industry has benefitted greatly from the

growth of the expanding market for fertilizers, By 19%7
chemicals contributed 12 per cent to the gross value added

in the manufacturing sector thus becoming the third most
important industry in the sectar after textiles and food

processing which contributed 32 per cent and 28 per cent

Tespectively, 52

While cooperatives were directly responsible for the
spraying of pesticides and the consequent expansion of the
domestic market, they encouraged the use of agricultural
machinery by providing loans at low interest rates for
purchase of agricul tural machinery. Diesel fuel costs only
70 per cent of its international price, while interest

rates for tractoar loans were negative in real terms.53

Table 4,.29: Fertilizer Use

“Year Fer TITIZeT — Fer T2 Fertilizer Use
Production consumption per arable land

'000 MT _ ‘000 MT HA

(1) (2) (3)

19 1 132 242 4
195 192 338 1%
1970 193 373 131
1975 228 501 177

Source: Country Tables, FAO, 1988

52. UAR Economic Survey, The Middle East and North Africa
1% 9—1.0; _Po _c_:_!-_so . po 80 30

53, Quddihy, W., "Agricultural Prices, Farm Mechanizatiom,
and the Demand for Labour® in Richards, 2. and Philip,
L. Martin (eds.), Migration Mechanization and Agricul-
tural Labour Markets in Eqypt, Westview, Colcrado, 1983,

P.S.
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As a regult there was an increase in the use of motors,

pumps and tractcrs,

Table 4.30: Tractor Use per arable land

Year No/*'000 HA
19%1 5
19%5 5
1970 6
1975 8

Source: Country Tables FAC, 1988,

Fadil estimated that since 1%5 home production of
tractors amounted to about 50 per cent of the country's

total annual availability of tractars,

While it is difficult to find direct evidence of the
increase in consumption of manufactured goods as a conseguence
of the sharp increase in the class of capitalist famers and
the rise in rural incomes due toO the agrariam reform, we
may safely cOnclude that the agrarian reform and subsequent
devel opments have provided industry a damestic market for
manufactured agricultural inputs particularly fertilizers

which has in turn given a substantial boost to the chemicsls

industry,

Raw materials:

The major industries in Egypt are agro-based. These

are the textile industry and the food-processing industry,
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As we have discussed in the section on imports, despite
the large agricultural sector the food processing industry
imports upto 90 per cent of its inputs, For example, grain
and flour are imported for the bread industry. However,
some inputs like sugarcane are supplied by the agricultyral
sector which produced 5.2 million tons of sugarcane on an
area of 133,000 feddan in 1%6 to supply the bulk of the

requirement of the sugar industry,

Egypt produces high quality long and medium staple cotton
and the Egyptian cot ton textile industry is obliged to use
it as input, It can be argued that the Egyptian cotton
industry should import short staple cotton as it needs cheap
cloth for the damestic market as the standards of living
of the majority of the population were low. However, the
pOlicy of not'importing short-staple cotton for domestic
industry might be considered to be rational because the
marginal revenue from selling more Egyptian cotton abroad
would most probably have been loWwer than the import price
of short staple cotton, and consequently the value of
cotton imported is likely to have been higher than the
value of cotton exported which would have increased the
trade deficit, Moreover this would have made Egyptian
industry even more dependent on imports than it already was,
Since the gdvernment continued its ban on imports of

short-staple cotton, one finds that apart from the textile
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industry very few industries used inputs produced by Egyptian
agriculture,

However one input which was required by all industries
to feed its workers was food, let us noWw see whether

Egyptian agriculture could ful fil the national regquirement

or not,

The supply of food to its population is a very important
contribution of agriculture to the econamic development and
industrialization of a country, In case agriculture cannot
supply the required food the country is forced to import it
and this tightens the foreign exchange constraint which may
force a cut in imports essential for industry, or increase

foreign debt and make the economy more vulnerable,

As the table below shows, there was no significant
rise in per capita food production in Egypt, (Table 4,31)
However with the increase in per vcapita income thé demand
for food increased and it is estimated that between 1%0
and 13%8 while the demand for food rose at the rate of
3 per cent per annum the domestic production of food

rose at only 1.5 per cent per annum. (Table 4, 32)

As a result her imports of food grew., By 1970 Egypt

was importing almost one-fourth of her per capita foodgrain
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Table 4.31f@)Indices of food production (1%1-65=100)

Fooed Food
Production Production
— per capita
19 1-65 100 100
1966 109 101
19%7 108 98
198 121 107
199 123 106
1970 125 105
1971 130 106
1972 132 105
1973 134 104
1974 135 103

Source: FAO Production Yearpbook, 1976, vol. 30,

Taple 4,31 (®): Growth in food orcduction

—

Average annual rates

Changes 1in Changes in PC
Food Food
production Production
1% 1-65 2.9 -0,5
1965-70 3.3 1.1
196 1-70 3.1 0.8

source: World Economic Survey, 1971, UuN,
Table D,5, p.90.
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cons;umption.s4 As the table below showWws Egypt's self-

sufficiency in food declined. (Table 4, 33)

Food imports imposed a heavy burden on Egypt's external
sector, By 1%7-68, about 30 per cent of Egyptian imports
consisted of food items (Table 4, 34),

Table 4.32: Average annual change in food production
and demand, 19%0-68

Annual average % rate Elas, of Average amnnual % rate

Popn Pcy demand Estimated Domestic
for food demand for food prodn
food
2.5 1.0 0050 300 105

Sources: World Economic Survey, 19% 9-70, UN, NY, 1971,

Table 4.33: gl%pté Se(l)f-sufficiengy index for major crops,
1%0-80 (%

1%0 1965 1975

Wheat 70 35 34
Lentils 92 93 42
Maize 94 93 86
Sugar 114 99 81
Rice - 137 107
Red Meat ) . 81 87
White Meat 100 99
Dairy products 93 92
Fish 95 92

Source: Commander, S., Employment, T.he Labour Market and the
Choice of Technolegy in Egvptian Agriculture,Mimeo,, Cairo, 1986, p.44.
Table 4, 34: Food Importg

Period Total . Imports of % of M of
(Annual imports Food & live F&LA to
averages) (Mill £ E)  animals Total imports
1955-6 184 24 13.0
19%7-8 317 9% 30,3

Source: Amin, The Mocdernization of Poverty, op. cit.,
Table 13, p.29.

54. FAO Country Tables 1988,
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Hheat.
The rise in food imports was also the result of a

change in the compositioﬁ of demand which accompanied econamic

development. The per capita consumption of wheat in urban

areas 1s 145 s a year compared to 88 ys in rural areas,.

iith greater urbanization came a rapidly rising demand for

wheat, Domegtic production was insufficient and Egypt had

to import almost 50-60 per cent of her wheat requirements.

In 1974 wheat imports accounted for 68 per cent of consumer

commodity imports and 28 per cent of total imports.SS

(Table 4, 35)

Table 4,35: wWwheat Imports, 1973.76

Item 1973
Wheat grain (million of tons) 2,23
Flour (million of tons) 0.43
Grain-equivalentb (million of tons) 2. 80
Value of grain equivalent (mill.of £E c¢.i.f,)220.00
Total value of all imports(mill. of £E) 658,00
Grain-equivalent imports as a percentage

of all imports®© 33,00
Average price per ton (£E) 78.68
Domestic production (mill. of tons) 1.83
Total consumption (mill, of tons) 4,64

8 - Budgeted guotas

b - The conversion factor for wheat grain to flour is 75
per cent, Grain equivalent is the sum of grain imported
as grain plus the amount of grain from which the flour

imported was obtained,
¢ - "All imports" refers to all food and non-food commosiities,

Source: IBRD report, Economic Management in a period _ of Trap-
sition, op. cit., Table 10.13, p.223,

——

55 IBRD report, Egypt: Ecotnomic Management in a Period of

.
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The implications of the rise in food imports were very
serious for, the Egyptian economy. As Mahmoud Hussein
notes in 1%7-68, the value of food imports was approxi-
mately equal to that of cotton exports and nothing was left

for the industrial 1:ake-<>ff.56

‘'This led to a cut down ir importes of raw materials
and capital goods and though for a courle of years strict

regulations resulted in an improved balance Of trade position,

there was @ major recession.

The Role of Agrarian reform

A whole set of policies including those relzating to
procurement were a part of the reform, One of the major
problems facing the government was procurement of foodq,
particularly wheat, for supplying to cities to satisfy
urban demand, The syStem .of compulscry deliveries was an
attempt to ensure punctual delivery of some selected crops.
This system was introduced in the early 190s to ensure the
supply of whezat to the towns. Later, in the mid-sixtieg
it was extended to important export crops like rice ang
onions., (Table 4, %) Under this system farmers had to
deliver to the state procurement agencieg part of their

production of the crop at *administered prices' through

56. Hussein, M., cp. cit., p.220.
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Table 4, %: Minimum Compulsory Deliveriesgs for Requisi-
tioned crops 1%5-70

Crop ~MInimum Average  Compulsory Free re-
compulscXy yield per deliveries tention
deliveries feddan as % of rates
per feddan (1%5-7C) average (per
(absolute yields per cent)
numbers) fe ddan

Cotton - - 160,C 0.0

Wheat (in

ardebs)? 2.C 7.25 27.6 72.4

Rice (in

daribasg)P 1.5 2,25 66 .0 33.0

Onions (in

tons 4.0 7.00 57.0 43.0

- Not applicaeble
@ an ardeb eguals 198 litres
b a dariba of rice (in husk) equals 945 kgs.

Source: Fadil, cp. cit.,, Table 5,2, p.86,

the medium of *alloted quotas’, These quotas and the
prices at which di fferent crops were to be delivered
were fixed every year by the government. These prices
were invariably lower than the price in the market, The
system implied an element of implicit tax imposed or
the required delivery of these crops,

The food sector seems to be cne important front on

which the agrarian reform miserably failed to achieve its

purpose and food production per capita could not keep up



185

with demand. The cause of this seems to be the fact that
the State's emphasis was on increasing production of export
crops and extracting surplus from agriculture rather than
feeding its population., With regard to food crops the
emphasis was on ensuring procurement of food crops rather
than increasing food production and this too was specifically
for wheat, an important food item in urban areas for which
demand had grown rapidly. However the stated policy of
extracting surplus by procuring wheat at prices much below
the market price must have acted as a diesincentive for wheat
production, Morecver for maize, the staple food crop of
rural Eqgypt, there were no area restrictions effected even
though the government was empowered by the law to set such

regtriction, (Table 4,37) In other words, neither incentive

nor coersion were used tc increase food productionm,

As a result the Egyptian economy became highly dependent
on food imports as production failed to rise sufficiently

to satisfy demand. Government policies thus played a negative

role in this sphere,

Labour:

The contribution of agriculture to industry in terms of
release of labour takes two forms. One is the migration of
labour from country to town and the other ie the abscorption
of labour by industry situated in the rural areas. While

the latter had limited scope in Egypt because cf the location



Table 4.37: Indirect Taxation of Agriculture

Area Restriction Compulsory Procurement

Crop
Legal Effective

cotton Yes Yeg 100% of total r/t

Sugar cane Yes Yes. 100% * " "

Soyabeans Yes Yes 100% * " .

Groundnuts Yes Yes Fixed quantity varied
periodically

Onions Yes Yeg "

Garlic Yes Yes »

Potatoes Yes No 100% of taxable surplus

Oranges Yes No .

Wheat Yes Yes Fixed gquantity varied
pericdically

Beans Yes Yes "

Lentils Yes Yes "

Sesame Yes Yes "

Rice Yes Yes "

Maize Yes No ‘No

Source: aArab Republic 6f Egypt: Issues of

Trade Strateqgy & Investmént Planning,
World Bank Report No,4136-EGT,

pp. 105-6 and 189,

in Ahmegd,s,, op. cit.
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of industry, the farmer was substantial, . Evidence indicates
that the rate of rural to urban migration was very high.58
There was thus a shift of population from the agricultural
areas to the industrial areas. This took place largely
because of a rural pugh factor, Arable land was scarce

and agricul ture was already labour intensive, As population
grew there was little scope for absorbing it in agriculture
either by expanding the area cultivated or by increasing

1abour 1ntensity.59 The majority of the migrants to towns

were those who could not get absorbed in agriculture.60
(Cthers included educated young persons who had no scope

for finding suitable jobs in villages),

However industry was also not able to absorb these
people, Since industrial expansion was greater in the
capital intensive industries, the rate of grosth of absorp-
tion in manufacturing was even émaller than that in agri-
culture, A large part of the increase.in the labour force
was absorbed in the services sectar. In the case of Egypt
the decrease in the proportion employed in agriculture did
not come about as a result of high ecohomic growth as in
developed countries, It was largely the result of the

government'’s policy of ensuring employment to educated

58, Fadil, A,, op, cit., Ch.6,
59. Mabro, R., op. cit., .

60, 1IBRD report, Egypt: Econamic Management in a reriod of
Transition, op. cit.
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persons and the subsequent expansion of the administrative
network and the absorption of rural migrants into the

informal service sector,

Conclusion:

Eqypt witnessed a period of rapid economic growth
for more than a decade after the revolution, The subseguent
downturn came as a result of béth external factors and
incorrect governmental policies including agricultural

policies.

The agrarian reform brought about major changes in
Egyptian agriculture which allowed it to make a significant
contribution to her industrialization effort, This contri-
bution was mainly in terms of export earnings which allowed
Egypt to import raw materials and capital goods, a surplus
which could be diverted to inves"cment in industry and
infrastructure and a market for fertilizers which gave a
boogt of Egypt’s chemical industry, However in the food
sector the agrarian reform was unable to fulfil its objectives,
We have seen that the agrerian reform which consisted mainly
of the land reform and the growth of multi-purpose super-
vised cooperatives radically transformed the Egyptian
countryside. The land reform made possible the development
and expansion of such cooperatives which helped to remove
institutional barriers to investment by provision of credit

and inputs apart from creating the benefits of crop
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consolidation. Peasants who had earlier paid high rents
and had no surplus left to themselves, whose only source
of credit was the village moneylender who charged usurious
rates of interest and who lacked the incentive to invest
because ©of insecurity of tenure, were novw provided both the
means and the incentive to imvest by the lowering of rents,

security of tenure and provision of loams at low rates of
interest,

‘However the removal of institutional barriers, though
a necessary condition was not a sufficient condition for
grosth, An initial spurt in growth was witnessed as a result
of institutional changes and the widespread adoption of
modern technology, But Egyptian agriculture could not
sustain these growth rates as it lacked an adeyuate system
of incentives, As noted earlier a state which attempted
development along capitalist lines, and retained private
property in land could not be expected to evolve a system
of incentives as in a commune system, But even economic
incentives necessary for farmers producing for profit were
not offered as the farmers were forced to sell to the govern-
ment at below market prices. Thus despite the successful
removal of insti tutional barriers to growth subsequent

government policies failed to provide the material incentiveg

necessary for growth,
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An important lesson which the Egyptian experience
provides is that while the removal of institutional barriers
to invéstment is a necéssary condition for agrarian growth
it is not a sufficient condition, The new system cannot
witness sustained growth without an adejuate system of
incentives for investment and production. The contribution
of agriculture to development and industrialization can

become limi ted in such a situation.



CONCLUSION



The Egyptian Experience:

The basls for private property in land in Egypt was
laid in the reign of Muhamed Ali and with the caming of the
British all land became full private property. Payment of
taxes in cash and the heavy tax burden encouraged growing
commercialization as well as the use of new teclnigues,
all of which led to a differentiation within the peasantry.
By the time of the second World War there had emerged a signi-
ficant polarization in the Egyptian countryside. While on
the one hand had emerged a rural proletariat on the other was
emerging a rural bourgeoisie and almost 80 per cent of culti-
vated area was cultivated by owners, However during the war
cereal prices rose, consumption fell and as fertilizer
imports declined output fell, This led to a reversal of
the ongoing process of agrarian transition to capitalism.

As profits declined the incomes of the capitalist farmers
ceased to rise and they could no longer invest in land, Big
absentee landlords were satisfied with the cash rental
system as they had assured incomes and could invest their
capital in trade and usury, The reversal to tenancy thus
brbught about a halt 1in the growth and investment taking
place in agriculture, At the same time along with a decline
in their economic strength the recently acquired political

pover of the rural bourgeoisie was also threatened.

The barriersg that had arisen to groWvth of output and

productivity in agricul ture were thus institutional in
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nature and could not be removed without reforms in the
structure of landed property., By the end of the first half
of the present century more than half the area cultivated
Wwas leased out by big landlords to small tenants. While
the former had no incentive toO invest the latter had no
means to do so., Along with a stagnation in output came the
demand for high rents., The increasing exploitation of the
tenant led to widespread social unrest and "rural crime®",
As the mass movement gained momentum it acquired a revolu-
tionary character and soon posed a threat to the very
institution of private property, Wwhile those in power
opposed even the slightest change in property relations
which would hurt the landed aristocracy, others realized
the need to initiate change within the legal structure

before the situation got out of hand.

The above was the scenario in which the Free Of ficers,

a group of nationalistic progressive minded mili tary
officers whose social arigins lay largely in the rural
bourgeoisie and who wished to carry Egypt forward on the
path of modernization, took over power., The very first
task undertaken by these officers led by Nasser was a
radical land reform which aimed at doing away with the
power of the landed aristocracy. Land ceiling laws were

enacted and implemented and large estates were broken up.

Due respect was given to the institution of private
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property and adequate compensation was granted for the

land expropriated fram the large landowners, Those who
received land under the land redistribution programme had

to pay for it, Since cultivators were on top of the priority
list of thOSq:?hGﬂ land was tozbreedistdbuted they usually
were the beneficiaries of the limited land distributed,

The landless were sO 1loWw on the priority list that they
rarely received any land. The purpose of the land reform
was not only doing away with the political and economic
poder of the landed aristocracy but also creating condi-
tions for the growth of agriculture. The new regime believed
that a stagnant agriculture could not contribute to the
industrialization of Egypt, which it felt, was vital if
Egypt was to grow into a self-reliant industrial nationm,

The reform therefore not only removed the barriers to

grosth by bringing about a éhange in the structure of
landhol ding, it also encouraged the grosth of the medium-
sized wage-labour hiring, profit making capitalist farmers
who had the means and the incantive to invest in agriculture.
Not only did the land refam not touch medium-sized properly
while demolishing large estates and marginally benefitting
small owWwners, but even the nature of the cooperatives -

the crop rotation and the policies relating to credit,
prices, livestock, fodder, seeds etc. were such that the

rich peasants and capitalist famers were favoured.
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Government policies thus accelerated the process of transi-

tion to capitalism in the Egyptian countryside.

As we have seen, agrarian transformation in Egypt
involved both institutional changes needed to create condi-
tions for grovth as well as technical changes which trans-
formed the methods of production in the agrarian sector as
a whole, while the farmer were brought about by a landgd
reform and a set of policies which followed it, the latter
were promoted through the cooperatives, At the same time
the former created conditions for the reemergence of
capitalism in agriculture and the latter created condi-
tions' for its grosth, The agrarian transition was a necessary
part of the agrarian transformation since the existing
relations of production acted as hindrance to growth and

technical change.

While the agrarian transfoarmation was necessary for
grosth in Egyptian agriculture, a relevant question is was
it also a prerequisite for the industrialization of Egypt,
While the contribution in terms of earning foreign exchange,
supplying raw material and the creation of a rural market
for industrial inputs were signiflcant, what was most
important was the transfer from agriculture to industry.
This was made possible by the existénce of importent export

crops like cotton and rice whose cultivators were paid
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much legs than the international price, and the government

who had monopoly over internal and external trade pocketed

the difference, The revenue froam trade of even cotton alone,
not only covered all the expenditure the govermment undertook
related to agriculture but even left a surplus with the govern-

ment which it could invest in industry or infrastructure.

Industry was nascent and an attempt was being made to. -~
substitute imports and such industry is often initially high
cost and import intensive, This meant that large amounts of
foreign exchange were required for industrial inputs., However
Egyptian agriculture had failed on the food front as production
fell short of demand and food had to be imported., The magni-
tude of food imports was so great that it significantly reduced
Egypt®s potential to import raw materials and capital goods
essential for industry, However, one must admit that apart
from foreign aid the major source of finance for industry
was agriculture and the considerable regource transfer which
took place from agriculture to industry was necessary for the
industrial growth, however limited, which took place, Even
then, one must examine why Egyptian agriculture failed to
come up to expectations, One can argue that the failure was a
regult  of the lack of an adeguate gset of incentives., 1In a
system where private enterprise decided the twO crucial
inputs - labour and capital, it is unlikely that production

would groWw unless economic incentives are offered. While
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the profitability of cotton and food crops was declining,
farmers could not respond to the profitability criterimm
and move to more attractive crops because of acreage res-
trictions,: Such:crops must have been cultivated with dec-
lining enthusiasm. The very. system which initially created
conditions for the agrarian transition put limits to it ang
did not allow the transition to be completed because urban
interests became dominant and the atﬁemp’c to extract resources
from agriculture in favour of industry seems not to have
allowed the agrarian transiticn to be completed. Removing
institutional barriers was not sufficient land there was a
need to evolve a suitable system of incentives which the

government failed to do,

General Conclusions

Development in any country, capitalist or socialist,
necessarily requires growth - growth in agriculture ang
industry. However (backward agriculture)often processes in-
built barriers to growth, Existing institutions may hinder

investment and the adoption of new technology.

When one discusses institutions one is referring to
the whole array of institutions such as ownership of land
and other means of production, credit, marketing etc,
Property relations form the most 1mpor£ant basis of the
institutional structure because asset distribution decides
not only the rescurce comstraints with di fferent ¢ ssses

but alsc their economic, political and social power, Though
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the purpose of institutional change may be growth, the
direction in which this change is made is decided by the
correlation of class forces existing, The change often
takes place in the context of a new national social

formation,

In the present context of a country having chosen a
capitalist: path of develcpment the route by which capitalism
pervades the countryside is decided by the existing social
structure in the period befcre the gtate actively intervenes
to bring about change. For example, in Egypt befare the
revolution there was emerging a powerful class of capitalist
farmers from among the ranks of the peasantry while the big
landlords preferred extraction of renﬁ to direct cultivation.
The route to capitalist agriculture was clearly the peasant
path, The land reform removed existing institutional barriers
to grovth by first of all smashing the social and economic
poWwer of the landed aristocracy, This act was enacted
immediately after the revoluticnary forces tock away political
power from them, The nature of the state and the role it
played were crucial to the change in the countryside. Since
the government was committed to bringing about a radical
change in the countryside the change became possible as

the land reform was favoured by the emerging dominant classes,

Another relevant lesson that can be drawn from the

Egyptian experience is the possibili ty of extraction of
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resources from agriculture in the initial stages of the
industrialization effort, While direct taxation was not
politically advisable acreage restrictions induced a rather
non-existent price response of farmers whichvmade it possible
for surplus to be extracted from agriculture through the
price mechanism. It is also seen that the contribution in
terms of food and raw materials can be quite significant for
a newly industrializing country attempting a path of self-

reliance,

However as a result of the concentration of government
policy on resource extraction there failed to emerge a
suitable set of incentives toO encourage production, As a
lresult groWwth rates fell, One important lesson to be drawn
from the Egyptian experience is that while removal of insti-
tutional barriers is a necessary condition for growth it is
not a sufficient condition. Under a system of private
property economic incentives are egsential to induce invest-

ment and raise - productivity,

One may thus conclude that.if a newly industrializing
country does not wish to depend on foreign aid then it
becomes necessary that agriculture makes a contributicn to
it at least till industry can generate encugh surplus to
sustain itself, If agriculture is not in a position to

make this contribution then it may be necessary to transform
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agriculture, This transfarmation involves institutional
changes if the existing institutional structure has in-built
barriers to growth which means a change in property relations
which form the basis of the institutional structure, The
direction of change is decided by the type of naticnal social
formation. The manner in which this change comes about,

for example, in the context of capitalism the route to capi-
talist agriculture from ‘above’ or ‘below’ is decided by the

structure existing in the previous formation,

However institutional change though a necessary condition
is not a sufficlent condition for growth, Even when institu-
tiocnal barriers are removed the system must possess a set of

incentives to induce an investment and an increase in produc-
tion,

In the country studied our hypothesig was thus found
t0 be true, The agrarian transition was the result of
material, social and political changes in the system in
‘which the state played an important role as a mediator.

The agrarian transition was a necessary condition for growth

but it dld not prove to be a sufficient condition as growth

rates fell after a while because of the failure of the

state to evolve a set of suitable incentives., The agrarian
could not

questionz not be solved in such a situation since agrarian

growh wag not sufficient for agriculture to contribute

adequately to industrialization,
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