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PREFACE 

The resolution 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 resources be extracted fran agricul

ture to help the industrialization effort. The nature of 

the state and its policies are crucial in this context. Olr 

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 question 

was resolved to dra\v 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 

sweep 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 tO#/ards 

in dust rial i za ti. on. 

The first chapter forms the theoretical framework 

of our study. It contains a review of literature related 

to the agrarian transition and the agrarian question. 

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 t l'l:! changes in the country side 

preceding the Nasser period. It outlines the series of 

changes which laid the basis for capitalist production 

in rural Egypt starting fran when land was not yet private 

property, it describes the changes which took place till 

the initial stages of capitalist production were found. A 

discussioo of the crisis caused by world war II and leading 

to a halt in agrarian grOHth is included. 

Chapter three outlines the emer-ging political develOp

ments which led to the revoluti. on and necessitated the 

land reform. It mainly discusses the land reform and 

related policies and their impact on the process of peasant 

differentiation and the gr0.-1th 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 foe investment, a market for industrial 

product'3, supply of raw material and food, and the release 

of labour for indlstry. It discusses the role of the agrarian 
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reform in making this contribution possible. Also examined 

are the conditions -aeneoessary tor 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 regarding the role of the state and 

the nature of the agrarian transition and the importance 

of institutional changes for the resolution of the agrarian 

question. 

JNU, New D:l hi !LA PATNAIK 
the 20th July, 198 9. 



CHAPTER. I 

THE IGRNU.AN 'lR:ANSITICN 
AND THE ~IAN CUESTIOO 



Agrarian growth and industrializatiat form the two 

most important aspects of development. Agrarian growth_, 

however, is 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 industrializatiCil. The 

supply of food to feed the workers, raw materials far 

agro-based industries, cash crops to earn foreign exchange 

required_ for importing machinery, tectmology 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 sane of the ways 

in which a growing agriculture can contribute to the process 

of industrialization. 

Looking at the historical experience 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

formatioo of agriculture becanes necessary if agriculture 

is backward and stagnant. Agrarian transformation implies 

not only technical chenges 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 catstitute the basis of the 



2 

insti tu timal structure a change in it would necessarily 

imply a change in the structure ot property relations. 

The dominant social formation determines the nature of 

the agrarian trans! tion. The trans! tion includes •those 

changes in the countryside necessary to the overall develop

men t of capitalism or of socialism, and to the ultimate 

dominance of either of these modes of productioo in a parti

cular national social formation. • 1 The resolution of the 

agrarian questioo lies in the manner in which this transi

tioo is brought about and in the transfer of surplus from 

agricul t.ure to industry. 

Under socialism which strives for sOcial ownership of 

the means of production the classic solution to the agrarian 

question has been collectivization. The prc:blems coocerned 

with the transition to collectivized agriculture are not 

our concern here. we shall limit ourselves to a study of 

the agrarian transition to oapi~aliem. 

~italism: 

The sense in which capitalism is used here is the way 

in which Marx defined it,. as a particular m:Ode of production. 

By mode of production Marx referred to the state of the 

1. Byres, T.J., •Agrarian question,. fo.rms of capitalist 
transition 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, 1986, pp. 1- 2. 
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productive forces, to the Otlnership of the means of produc

tion and to the social relations between men which resulted 

from thel.r location in the process of production. capita-

l ism is a system of generalized canmodi ty production where 

even labour power becanes a conrnodi ty. According to Marx 

its historical prerequisite was the conoentration of owner

ship of the means of producticn in the hands of a class, 

consisting of only a minor section of society, and the 

consequent emergence of a propertyless class for whan the 

sale of its labour power was the only source of li veli

hood. The "Pt'Oletaria:•: • worked not because of legal canpul

sions but on the basis of wage contract. Capitalism grew 

out of simple cQtmodity productioo slatly penetrating the 

countryside, developing the forces of production and raising 

agricul ture• s product! veness. It 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 transferred under coercive 

sanction to the landowner; Capitalism replaced these 

relations with the capitalist farmer/wage worker relaticn. 

The canplex and varied means by which capital ism has 

becane the daninant mode of production in agriculture 

provide a fascinating study. 
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'!'he.,!g!ari!J! Transition to capiE.!~~: 

The agrarian transition did not, however, represent a 

full solutim to the agrarian question since that involved 

the crystallization of a number of crucial class configura

tions. In the phase of prim! ti ve accumulatioo of capital 

when there is an accumulation of capital prior to the full 

fl~ering of capitalist industry, agriculture must, on the 

one hand, generate and release, in sufficient quantity and 

on reasCilable terms, the surplus necessary for growth in 

the industrial sector. On the other hand it must contribute 

to the creatioo of a hone m&rket for manufactured goods. As 

long as the urban bourgeoisie does not have undisputed 

hegemony in the social formatioo and the class of capitalist 

farmers retains sane 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 

agriculture and against indUstry then this can be a major 

factor preventing industrial grOith. The prcblem is likely 

to be made even more canplicated if the agrarian sector 

resists at tempts to taxation thereby preventing the appro

priation of investible surplus by the state. Moreover, a 

high prioe of food could lim! t the grOW'th 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 do not accrue to the agricultural 

labourer who is himself a purchaser of food. Thus if the 
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state protects the interests of the rural bourgeoisie, the 

blocking of capitalist development may become apparent 

even before capitalism has becane the daninant mode. The 

agrarian questioo is of overwhelming importance in today• s 

developing countrie•. The solution of this question is a 

pre-requisite for the econanic growth and political stability 

of these countries. As Byres puts it, "populist pipe-dreams 

notwithstanding the two routes which are open to poor 

countries are via capitalism or vie socialism •. 2 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 •socialism', has often been the professed aim of those 

advocating institutional changes like land refc:cms, conmu

ni ty developnen t, cooperatives etc. ~e of the primary 

effects of such policies has in fact been a hastening of 

the process of peasant differentiatioo. 

ES..aLan t D1 ffe ren ti~ t1 cpa 

Often the historical crigins of the process of peasant 

differentiation lay in an earlier epoch when colonialism 

created conditions which aet in the process of peasant 

2. Byres, T.J., "Agrarian Transition and the Agrarian 
Queetion ", Journ-al of Peasant Studies (JPS), Jan. 1977 • 

----------------------~' 
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differentiation. Peasant differentiatioo implies the 

existence of peasant classes with differing production 

objectives, resource constraints and technical levels of 

prodUction. The •concept of class lies 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 

cri terias possession of the mems of product! on and the 

exploitation of labour "• 
4 

Rural classes in capitalist 

countries according to Lenin are{' 

3. 

4. 

s. 

First, the agricultural· proletariat. wage labourers 

(by year, seasQl or day) who obtain their livelihood 

by worldng for hire at capitalist agricultural enter

prises. 

seccnd, the semi-proletarians or peasants who till 

tiny plots of land i.e. those who obtain 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 subsistence. This group of the rural working 

population is very numerous in all capiblist countries. 

Patnai~ Utsa, Petsant Cl.a~s Difterentiati~ A Stu~ 
J.n Method with Referen~ to Ha!Yana, lfip, hi, 19 # 

p. 21. 

Ibid. -
Lenin, V.I., •preliminary IX'aft Thesis on the Agrarian 
Question• presented to the second congress of the Canin
tern, 1920, §!le£t,g works, vol. I, progress Publishers, 

Moscow, 196 3. 
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Third, the small peasantry, i.e. the small scale 

tillers who, either as owners or as tenants, hold 

small plots of land which enable them to satisfy the 

needs of their families and their farms, and do not 

hire outside labour. 

Taken together, the three groups enumerated above 

constitute the majority of the rural population in all 

capitalist countries. 

Yet another class is the middle peasantry in the 

econanic sense, one should understand by 'middle 

peasants' those small farmers who (1) either as owners 

or tenants hold plots of land that are also small 

but_ under cap! talism, are sufficient not ooly 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 entrepreneurs in 

agriculture, who as a rule employ several hired 

labourers, and are cctlnected with the • peasantry• 

only in their low cul t:ural level, ha:>i ts of life, 

and the manual labour they themselves perform on 

their farms. 
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And finally, 
the big landowners in capitalist countries - directly 

or through their tenant farmers - systematically 
I 

explol. t wage-labour and the· neighbouring small (and 

not infrequently part of the middle) peasantry, do 

not themselves engage in manual labour, and are in 

the main descended fran the feudal lords (the nCbles 

in Russia, Germany and Hungary, the restored Seigneurs 

in France, the lords in Britain and the former slave-

owners in America), or are rich financial magnates, 

or else a mixture of both these categories of exploi

ters and parasites. 

In Mao• s analysis of rural China of 1930, the maj cr 

classes were: 6 

t. The landlord - A landlord is a person who Oilns 

1 and, does not engage ·in 1 abour himself oc does so only to 

a very. small extent, and lives by exploiting the peasants. 

The collection of land rent is his main fonn of exploitatiat, 

in addition he may lend mooey, hire labour or engage in 

industry or: cQm\erce. But his exaction of land rent fran 

the peasants is his principal form of exploitation. 

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

land. But sc:me rich peasan~ Ofn atly part of their land 

- - -.. 
6. Mao zedong, "HOW to Differentiate the Classes in the 

Rural Areas", ~elected wo~, vol.I,toreign Languages 
Press, Peking, 1~~. -
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and rent the remainder. Others have no land of their om 

at all and rent all their land. The rich peasmat generally 

has rather more and better instruments Of production and 

m<Xe liquid 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 expl oi tati on 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 canmerce. A person who 

owns a fair amount of good lan~ farms sane of it himself 

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 incane 

from this source. 

3. The Middle Peasant - Many middle peasants Olin 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 nunber of farm implements~ A middle 

peasant derives his incQne wholly or mainly fran his cwn 

labour. As a rule he does not exploit others -.nd in many 

c•ses 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 incane. 

4. The Poor peasant - Among the poor pe~sants sane 

C1fln part of their land and have a few Odd farm implements. 

As a rule poor peasants have to rent the land they work :en 

and are subjected to exploitaticn, having to pay land rent 

and interest en loans and hire themselves out to sane extent. 

In general a middle peasant does not need to sell his 

labour po;~er while a poor peasant has to sell part of his 

labour power. This is the principal criterion for distin

guishing between a middle and a poor peasant. 

s. The worker - The worker (including the farm labcu

rer) as a rule owns no land or farm implements, though 

some do Gin a very small amount of land and very fe, farm 

implements. Workers eam their living wholly or mainly by 

selling their labour power. 

As Patnaik points out, a careful look at Lenin and 

Mao• s classification sh01s that taken tQJether they have 

menticned three related indices in identifying class status. 

These are1 one, 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, 111hether it is self-employed or itself exploited 

and the extent of exploiting or being exploited relative 
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to self-employment. Third. the question of whether the 

household is unable to meet subsistence requirements and 

is t~refore enmeshed in usurious indebtedness, or whether 

it succeeds in cbtaining a subsistence or produce.s a 

surplus available for investment. These indices are closely 

associated with each other. 7 

In the trans! ti on to capital ism in agriculture in 

which there is appropriation of surplus value fran wage 

labour by a class monopolizing the means of prOduction, 

it is necessary that the process of peasant difteren tia

tion leads to the emergence on the one hand of a class of 

surplus producing capitalist f.rmers who own land ~d 

other instruments of production and hire wage labour thQ.lgh 

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 to earn their 

livelihood. It is the primarily self-employed peasantry 

which under a regime of comnodi ty production gives rise oo 

the one hand to a rich peasant class that increasingly 

employs the labour of others and thereby appropriates 

surplus,. and on the other a poor peasant class that is 

increasingly subjected to exploitation. In other words, 

7. Patnaik, Utsa, .22• ~·, Ch. 2. 
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capitalist development constantly strives to do away with 

the existing pre-capitalist relations. The developed 

capitalist ,countries are the ones that have almost ccmpletely 

eliminated pre-capitalist production relations • 

.!!l!!!EUional Barr !ere to GrGt~~_tl: 

It has been seen that existing pre-capitalist relations 

often pose a barrier to grc:wth. As Patnaik argues in a 

scenario of the monopoly CNer 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 built-in depressor• works in the follcwing way. The 

non-cultivating proprietor c:btains a large proportion of 

the gross product as rent by leasing out to land-hungry 

tenants who bear all the costs of cul t:l. vation. This rental 

incane represented a •return to land mc:nopoly per se•, and 

has nothing to do with either 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. These they usually 

invest in trade or usury rather than into agro-based 

industry.8 If the landlord was to shift frQn leasing out 

s. Patnai k. Utsa, The ~rarian Question and the oovel!S 
J!letl t Of Cap! tall sm n !ndi~, aJp I r>ei Fil;- 1 ~~-=- pp. 9. 
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to direct capitalist cultivation he would have to invest 

money in the fixed and working cap! tal requirements of 

agricultural production. This money he would have to with

draw £rem trade orjand usury which yield high returns. At 

the same time he would also have to withdraw land fran 

tenants which, even without any outlay Ql it, was already 

giving him an incane by way of absolute ground rent. Patnaik 

therefore argues that 't>y investing a given sum of mcney 

'.s• M in direct cul tivatioo of a unit of land 1 t would not 

be enough if only the return Rs. P at ru per cent, which 

that sum would have otherwise earned (in usury etc.) is 

obtained: a surplus-pro£1. t CNer and above Rs. P, equal at 

least to Rs. R4 the rent foregone on the withdrawn unit of 

land, is required. The rate of prof! t Pc in direct capi

talist cultivation must therefore at least equal 

-...... R ± P 9 Pc ~ M • 100". Since the pre-capitalist ground 

rent usually repre~ents the entire surplus that can be 

extracted frc:m a unit of land by the unremitting labour 

of the small tenant, R is very 1 arge relative to M and Pc 

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

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

Pc ~ rt + ru 

where Pc is the profit rate in direct capitalist cul ti vat1cn: 

9. ..!!?.!§., p. 9. 



r t the rent payable by the tenant expressed as a per

centage of expenditures in cultivation by the tenantsr and 

ru the return to ma1ey capital in the econcmy. 

If the landowner undertakes investment at the same 

technical level at which the petty tenant operates, the 

landlord usually does not even get the highest possible 

return R/M-r t on his capital because the cost! of super

vising hired labour and paying the market wage rate lower 

the surplus. But the landlord has already been getting 

Rs. R as rent plus ru return on his money capital M. The 

landlord would therefore undertake direct investment on 

hitherto leased out land not if he gets only r return 
u 

on his cap! tal outlay but if he gets (r t~u) on it. This 

would mean a discrete jump in the mag~itude of surplus 

per unit of area. Since the given technical level can 

at most yield rt if investment is to be undertaken it 

must embody productivity raising new techniques. or better 

ways of organizing producti<tl, so that the surplus per 

unit of area rises by the required quantum which is r u/r t• 

In other words, •A quantum jump in yields is required 
10 . 

for the rent barrier to be overcane•. Thus a disincen-

tive to investment is built into the agrarian structure 

and is capable of being overcane only under very strigent 

conditions. 

10. ~., p.lO. 
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Patnailc notes that as far as the peasantry is concerned 

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

constrains the overwhelming majority. 

EVen if it is not hunger rents which pose the barrier 

to grCMth as in the Patnailc schema, backward agriculture may 

still have other barriers to grcwth and technical change. 

The Bhaduri model, for example, examines a situation Of forced 

commercializatioo in backward agriculture. The peasant is 

here forced to sell a high proportion of his output inrnedia

tely after the harvest when prices are usually lower 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 frcm the market scmetime 

before the next harvest. This constitutes distress buying 

by the peasant. A regular cycle of distress buying and 

selling of foOdgrains is true set up for the small peasantry 

as a whole. Merchant's and usurer's capital exploits the 

peasantry through a high interest charge which constitutes 

the main method of extractioo of surplus product in the 

market. Bhaduri notes, •the distinguishing feature of 

this commercial exploitation is that •unequal exchange• 

of paddy sold and bought under distress takes place directly 

in the • product market• i.e. in the market for foodgrains 

rather than in the labour marlcet. In this sense cQm'lercial 
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exploitatioo stands in ccntrast to capitalist exploitation". 11 

Since the main aim of commercial exploitation is con

trolling the organization of marketing, and not production, 

such a purely ccmmercial class is unlikely to be very res

ponsive to any new technological opportunities :for expanding 

productioo, unless it also happens to coincide with their 

interest in increasing control CNer the marketing process. 

It follQ.ls that a professional trading and moneylending 

class is unlikely to play a leading role in the technological 

transformation of backward agriculture. The indebted 

peasant, on the other hand, who 1 s barely at the subsistence 

level does not have "the econOmic ability to bear either the 

additional risk or the cost of intrOducing new technology in 

agriculture. "12 

Bhaduri further discusses the situatioo in which the 

class of large lando.iners also serve as money lenders to 

the small peasants. He considers the case where the land

o.iner extracts a direct surplus fran the peasants in the 

form of product rent as a share of output, for example, 

through a sharecrOpping arrangement. Simultaneously the 

landlord also provides ccnsumptf.on loans to his tenants. 

He notes,- "since the incane of a landlord depends both 

11. B hadur i, A., l'.!:!!_!conanic St,!ucture of_Backw.ard 
~ricultu.re, Maonillan, Delhi, 1984, p.19. 

12 •. Ibia., p.ss. 
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on cemnercial exploitation through usury and oo rent as a 

fixed share of the product, it is quite conceivable that 

under a range of conditioos, the landlord class will not 

respond favourably to opportunities tor improved agricul

tural technology, although they have the financial capability 

of doing so. • 13 Under fixed share arrangements improved 

agricul turaJ. practices are likely to raise the incomes of 

the tenants and tbi s may reduce t ll!ir requirement of con sump.. 

tion loans. The landlords incane frcm usury may decrease 

even though higher land productivity raises his income frQn 

rent. Therefore, "Unless the landlord feel;s confident that 

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

improvement of agricultural technology cannot beccme an 

unambiguously attractive proposition to him. • 14 Moreover, 

reduced debt may reduce the tenant's dependence on the land

lord and reduce the latter• s econanic power. This the 

landlord would not like. The above illustrates how mutually 

reinforcing tendencies may develop into maintaining a 

stalemate: forced commercialization ~ased upon calsumption 

loans taken by the poor peasants and the ccnsequent incane 

of a landlord frcm usury makes him inclined to perpetuate 

the low incane level of his tenants by restricting techno

logical improvements in agricul turet this tends to reinforce 

13. 

14. 

Ibid. -
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in turn the grip of forced COIII'Ilercializaticn. Technological 

stagnation merely becanes the other side of the involuntary 

exchange nexus that goes with fa:ced ccmnercialization. 15 

Thus, though land reform is usually thought of in 

terms of distributive justice alone it is equally essential 

for a faster rate of transition to higher productivity 

through rapid capital formatioo within the agrarian sector.· 

This, Patnailc argues, in turn affects the rate of indus

trializatial through raising the rate of expansial of the 

dcmestic market for mass calsumption goods and through the 

supply of wage goods and raw materials to industry. 16 

we may, thus, conclude that where existing property 

relations pose a barrier to investment and grcwth, land 

reform is required and where the state is capitalist the 

direction of change would be along capitalistic.lines. 

~~ ths 1;: o capi~lit.qt: 

The form of transitioo to capitalist agriculture is 

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. l!li.S· 
16. Patnaik shOis how taaj or breakthroughs in agricultural 

pro<ilctioo came in both China and Japan as a result of 
land reforms. Patnai lc, !JR• s!l·, pp. '2!>-7. 
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by ~b as follows. Marx pointed out that in its early 

stage mercha1 t capital had a purely external relationship 

to the mode of production as it remained only in the sphere 

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 prodlo

tion - and partly in order to transform it in the interests 

of greater profit and the service of wider marlc:ets. • 

There are two main roads to capitalist development. The 

first •really revolutiooary way • is where a section of the 

producers accumulate capital and begin to organize produc

tion. According to the secood path a section of the exis

ting merchant class •take possession directly of production ... 

and serves •historically as a mode of trans! tion ~7 

According to Barringtat Moore Jr. the two routes to 

capital ism ue the route of bourgeois revolution treaded 

upon by England, France and the United States: and the 

reactionary path which in the absence of a strong revolu-

tionary surge culminates in fascism as in Germany Ql Japan. 

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

17. Dobb, M., .§tudie.J in the r:eve.Joenent of CapitalifSP, 
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 becanes a capitalist one. 

Where the transition to capitalism has been by the revolu

tionary path'fron be law~• poll tical revolutions have occurred 

which included throwing out completely of the old ruling 

class fran political pafler and establishing bourgeois 

democracy. On the other hand capitalisn • fran above• 

has been acconpanied by a coal! tion between 'influential 

sectors of the landed upper classes and the emerging commer

cial and manufacturing interests•, · who having established 

themselves have set up conservative and even authoritarian 
1<0 

governments. The failure of these governments, which some-

times established unstable democracies also, to cope with 

everyday prc:blems and their •reluctance or in ability to 

bring about fundamental structural changes• · · led to fascism.1 

The changes in the agrarian structure are deeply linked 

to the route to capit:alism follo.ved. Violent revolutioos 

which occurred in the case of 'bourgeois revolutions• 

swept away feudal obstacles to growth. "The English Civil 

war checked royal absolutism and gave the ccmnercially 

minded big landlords a free hand to play their part 

during the eighteenth and early nineteenth centuries in 

18. Moore, Barrington Jr., s_pc~~l O_figins of Di~~tS!:
shi~ and Democrag, Penguin Books, Harmondsworth. 
i~ , p.436: -

.!B.!9·, p. 4 38. 
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destroying peasant society. The French r..evolution broke 

the p0o1er of a landed elite that was still mainly pre

commercial... Finally, the ~merican Civil war likewise 

broke the pcwer of a landed elite that was an Obstacle 

in the way of democratic advance ••• • 20 en 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 Takahashi argues· -

the way in which capitalism takes fo~ in every country 

is closely tied up w1 th the internal intensity and organi

zation of the feudal econany there. 
2 lay cs:eating the 

independence and ascent of the petty conrnodity producers 

and their differentiation, bourgeois revolutions in western 

Europe set free fran amoog them the forces making - as it 

were econanically - for the development of capitalist 

producti<:.n. In England and France, feudal land property 

and serfdom either disintegrated in the process of econemic 

development, or were wiped out s~cturally and categoricallJ 

in the bourgeois revolutioo. In Russia and Japan this 

• 

20 • .!9!~• 1 P• 4 26 • 

21. Takahashi, •A contribution to the D:lsrussion• in / 
Hilt<X'l, R. et. al. (eds. ), The Transition from Feuda- ~,· 
!i£!! to caeitalism, Verso, London, i97a. •• ·--

DISS 
. 338.10962 
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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 peasants and mi delle 

class burghers were undeveloped. Since Capital ism had to 

be erected here on a basis of fusion rather than conflict 

with absolutism, its formation took place in the opposite 

way to western Europe, predcminantly as a process of trans

formation of _puttJ.tt.9. ouj: merchant capital into industrial 

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 

relatiooship between the agrarian question and industrial 

capital, which determines the characteristic structure of 
218 

capitalism in various countries. 

Tran~i~9ry Formj: 

M1y study of the agrarian transition must also examine 

transitory modes which are characterized by the emergence 

and developuent of capitalist forms within the framework 

of a surviving precapi talist mode of production. It is 

also essential to study s<;rne categories present in the 

period when capitalism has not developed fully and which 

though appear to be feudal, are in essence, cap! tali st. 

The ,metayage system or sharecropping, for example, is 

cons! dered by Marx as a transitory form fran the original 

21a. Ibid. 
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form of rent to cap! talist rent. Even though under share

cropping there is no clear demarcation between necessary 

and surplus labour as is character! stic of cap! tal ism 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 serts subsistence is not dependent upon the over

lord granting him a plot and ttereby providing him with an 

opportunity to labour and meet his own re}uirements. In 

sharecropping,. pure and simple, on the other hand,. 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 fran the means of production and the 

situati<:n therefore corresponds to one where labour is 

formally subsumed under capita1.•22 

Under capital! sm th! real subsumption of labour under 

cap! tal takes place.~ut before this,. argues Gupta, comes 

a transitory stage when in the transition from a pre

capitalist to 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 _,sha;recr_Opping•, · 
!co.n.9.!!lJ...f_..?EJL.!?olJ..!1sal ~12. {EPWJ; Review of 
Agriculture, Sept. 1980. 
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and though the source of profit is absolute surplus extrao

tioo •i t surpasses all other systems of production which 

were based on directly cQnpulsory labour". 23 Marx argues. 

•At any rate, if we cetlsider the two f()['ms of surplus value 

there corresponds two separate forms of the subsumption of 

labour" under capital. or two distinct forms of capitalist 

productia~. And here too. one form always precedes the 

other, although the second form, the more highly developed 

one. can provide the foundatloos for the introduction of 

the first in new branches of industry. • 24 

When the formal subsumption of labour under cap! tal 

takes place. then according to Marx. first a purely economic 

contract replaces extra-econanic coercion end there new 

exists a "pure money relationship be tween the man who 

appropriates the surplus and the man who yields it up. • 25 

secondly. ".fih.iJ objective condition of labour ••• and the 

sllbj ective conditions of labour confront him jthe laboure£7 

as capital. The more cQnpletely these cCDditions of labQlr 

are mct>ilized against him as alien property, the mere 

effectively the formal relationship between capital and 

wage labourer is established - i.e. the more effectively 

------------------
23. 

24. 

25. 

Marx, K.~ .Capittl Vol1I. Penguin Books. Harmondsworth, 1'17' 
p.425. 

Ibid., p.1025. -



the formal subsumption of labour under capital is accanpi

plished and this, in turn, is the premise and pre-condition 

of its real subsumption •• ~ Gupta further argues that with 

the formal subsumption of labour under capital, capital is 

already the daninating force. This stage plays the important 

function Of prim! tive accumulation and provides the founda

tion for the real subsumption of labour under capital. The 

basic transformatioo i.e. of surplus extraction through 

pure econanic coercion has already been established by the 

monopolization of the means of productiCil by a class. Z1 

Fearce points out that cost-share leases can be regar-

ded as an intermediate stage in the proletarianizatiCil 

process, in which the tenant takes an increasingly passive 

role in production. •This form of lease enables the tenant 

to acquire 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 

27. Gupta, D., ~2• si!• 
28. Pearce, R., •share-c:::,:'opping: Towards a Marxist View•, 

~, vol. 10, No.2 & 3, Jan./April 1983. 



It is seen that sharecropping coexisted with direct 

cultivation using hired lS>our. Institutions like share

cropping or labour service were considered transitional b 

Lenin as well who coo tended that the "ecatcmic organizati. 

of contemporary landlord farming amount to two main system 

in the most varied cOmbinations - the labour service syst 

and the capitalist system ••• canbinatioos of which are 

characteristic of every transitional period. • 29 

As Pearce argues, sharecropping can be cons! stent w 1 t 

capitalist relations but only in a transitional sense in 

so far as it is associated with labour processes typical 

of non-capitalist modes of production but sUbsumed under 

capitalist relations. 30 Its demise is !nevi table once the 

means of prodUction are in the hands of the capitalists 

who produce for profit, the inner logic of cap! talism 

pushes through a transformation of the labour process. 

The formal subsumptiOn of labour is fOllONed by the real 

subsumption of labour under capital as this gives the 

capitalist a greater control over nature and over the 

1 abour prooe ss. 

•share~opping has been conjuncturally a consistent 

farm of appropriation to the extent that it acts as either 

-----------------------
29. Lenin, V.I., The D!velOJ2!!!!?nt Of capitalism in Russi_!l, 

progress PublTShers, Moscow, 19'77, p. 200. • 

30. Pearce, ~· c_t,_t. 



a labour incentive, that is, increases the intensity of 

labour, where supervision costs are high or as an incentive 

to tenants i.e.increases the supply of tenants, where the 

labour process is characterized by uncertainty. With a 

substantial intervention of capital into the labour process, 

however, neither of these conditions obtain. The time and 

effort necessary to ensure a • successful' or • desired' 

outcane of production become less as the range and • subjec

t! vi ty• of skills necessary are reduced. Thus the greater 

is the integraticn of labour and the means of production 

in performing any particular task, the more the performance 

of labour (intensity and quality of work) is determined by 

those forces with which labour is cQnbined. •31 Greater 

control ·implies reduced uncertainty. Evidence indicates 

that technical progress, such as that associated with the 

Green revolution, does lead to a substituticn of wage laboor 

for sharecropping. 32 In other words, the availability of 

new technology in agriculture such as high yielding seeds, 

chemical fertilizers, insecticides, herbicides~accompanied 

by mechanical innovations such as pumpsets, tractors, 

harvesters etc., the cOmbined impact of which implies a 

31. Pearce, R., 2.2• .£!.!. 

32. Shalla, Sheila, "Changes in Acreage and Tenure 
Structure of Land Holdings in Haryana, 1962-7 2 ", 
EPW, March 1 g"J7. -
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transformation of the labour process, and which reduce 

the uncertainty attached to agricultural production, can 
33 

induce landowners to shift to direct cultivation. 

In certain situations there is a persistence of what 

Chayanov defines as •the family farm• which said to consti-
. Md 

tute a •peasant econQny'. LandLthe means of production are 

possessed·by the famfly which does not hire any outside 

labour and works the land with family labour alone for 

the purpose of satisfying ccnsumption needs. 'The family 

farm• so defined is nothing but the petty agricultural 

producer of Marxist theory. Patnaik argues that Chayanov•s 

concept of •peasant econany• 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 relatioos and the cor.respoo-
. 34 

ding set of productive forces. Chayanov•s •peasant 

economy• on the other hand is a purely descriptive category. 

Moreover the •peasant ecooQny' is not a set of production 

relations, it is simply an aggregation of individual 

33. The logic of the green revolution technology and 
empirical observation suggest , that mechanical inno
vations will acccmpany the - biochemicai cfiang~ s. 

34. Patnaik, Utsa, "Neo..Populism and Marxism: The Chaya
novian view of the Agrarian Question and its Funda
mental Fallacy", ~, April t979, vol.6, No.4. 
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atomistic productiat units - the family farms. Further as 

Harrison argues •family labour on the family farm does not 

in itself constitute a social relation•. 35 The •peasant 

econany• so defined has never existed outside the conception 

of its author. What has actually existe~ is petty catrnodity 

production as the basis of feudalism, and petty commodity 

production in transitional forms to capitalism as the feudal 

econany disintegrates - both of which ca"lstitute social 

relations of production. 358 

When the small-scale tiller is faced with unfavourable 

prices and a drop in the value of his output, be throws 

himself on the labour market and seeks work for wages while 
the 

il3:(rneantime he borrows to finance consumption. Unfavourable 

price fluctuaticns thus ccmpel the petty producer to becane 

a semi-proletariat and fall into the usurer• s clutches. 

This is h~ Marxist theory predicts class differentiation. 

Patnaik acini ts that the relative persistence of small 

holdings may be observed when there are no ecatomic alter-

nat! ves. 36 However, another instance in which • the family 

farm•. may tend to persist is when the state actively intervenes 

35·. Harrison, M., "Chayancw and the study of the l.endou: 
P<ussian Peasantry• CMimeo, carrt>ridge, 19'72), cited in 
Patnai)(. u., Ibid. -

35a. PatnaiJt. u.,.ll>J:..§. 

36. !bi_.d. 
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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

tia tt.on. This is seen for example, in the US and Japan 

where 'family farms• have tended to persist cbe 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 fterentiation. As Byres notes we may see •in the acti

vi ties of the American state, powerful intervention which 

has served to reinforce significantly the survival of the 

·family farm/petty commodity production. It is most doubt-

ful that such survival would have been secured to the degree 

in question without such state intervention. • 37 The 

persistence of such farms, however, should not blind us 

to the fact thatpetty conrnodity productioo is essentially 

a transitional form and if the state were to allow the 

free play of econanic forces, the internal dynamics of 

the system would eventually lead to a differE>ntiated 

peasantry. Even though not penetrated by capitalist 

relations of production, the agrarian sector is canpletely 

integrated into the capitalist ecatomy. As Byres notes 

•Japanese agriculture has been thoroughly penetrated by 

capitalism but not by capitalist relatioos of production. • 38 

37. 

38. 

Byres, T.J., "The Agrarian Question, Forms Of capita
. list .Agrarian Transition., And the state", .!}]}. ~" 
p.61. 

Ibid., p. 94. -
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While disrussing the transitional nature of petty 

commodity production it must be noted that petty commodity 

production is a transiticnal form not only in the transi

tion to capitalism but in the transitico to socialism as 

well. In this case as Lenin saw the problem of development 

in the soviet Union, the prOblem was one of •organizational 

reccnstruction of the whole social eccnany• by a transition 
l 

fran individual disunited, petty commodity production• to 

large-scale social production. This transfcrmation 

is a protracted process and the peasant . 'acts as the .. 
carrier of the new tecmology. Lenin noted that to hasten 

growth the state should render such assistance to the 

peasant as to enable him "to effect an inmense improvement 

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

When the transition towards capitali!IYI proceeds there 

emerge certain categories which are capitalist in essence 

but appear to be feudal. For example, as Lenin points 

out, • ••• our literature frequently contains too stereo-

typed an understanding of the theoretical propos! tion that 

capitalism requires the free, landless worker. This 

proposition is quite correct as indicating the main trend, but 

capitalism penetrates into agriculture particularly slowly 

3 9. Lenin, v. I., •Econani cs and Politics in the Era of 
the Dictatorship of the proletariat• in Collec~~
Works, vol. 30, Lawrence and Wishart and Progress 
PUblishers, t%5, p.113. 
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and in extremely varied forms. The allotment of land to the 
rural worker is very often 

Lthe interests of the rural employers themselves, and 

that is why the allotment holding rutal worker is a type 

to be found in all cap! talist countries. The type assumes 

different forms in different countries: the English 

cottager is not the same as the small-holding peasant of 

Prance or the R~:.tne province and the latter again is not the 

same as the lcnecht in ::Pt:ussia. Each of these bears traces 

of a specific agrarian system, of a specifl. c history of 

agrarian relations - but this does not prevent .the econc:mist 

fr~ classing them all as cne type of agricultural prole

t4rian. Tha juridical basis of his right to his plot of 

land is absolutely irrmaterial to such a classification. 

Whether the land is his full property (as a small-holding 

peasant~ or whether he is ooly allowed the use of it by the 

landlord or the ~!tt1!:gutsR!§J.tl!: (Lord of the manor), 

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

Russian peasant cormtunity makes no difference at all. •40 

One must distinguish the attached worker fran the 

serf performing labour Q'l 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, cne must not confuse this with 

40. Lenin, V.I., !!le pevelopnent of capitalism j.q Russi,, 
~R· ~~ 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 fran the feudal lord ••• •41 The situation 

of the attached farm labourer is different in that not only 

does he not possess his own instruments of labour, not only 

does he not have a right to cul t:t.vate the plo.t of land 

allotted to him, the way the serf has a legal right, but 

also in the fact that the means of exploitaticn are here 

not non-econcmic coercive methods as in the case of the 

serf. The farm labourer enters into an econanic contract 

with the landowner for whan he works and he is legally 

free to move fran the land and not work on it if he so 

wishes. 

~l!:s to capi ta~.!.!!P-1n e9r1cultu[!: 

Amoog the paths of agrarian transitions the ones we 

shall outLine are the English, the l>tussian and the American. 

Engels had suggested that· the two successful transi

tions that had taken place had been in England and . l>r.ussian 

East of the Elbe. 42 Lenin contrasted the ~ssian path Of 

41. 

4 2. 

Marx, K., ,£tP!gl, vol.III, Progress Publishers, Moscow, 
1966, p, 7 90. 

Engels, F., The_Pe§gant gvestiC!,l in Pr§llce an~ Germ!Dy, 
Selected Works of Marx, K. and Engels,. F .• , vo. 3, Moscow, 
1970. 
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•capitalism fran above• and the American path of 'capitalism 

fran be lOll'. 

In the agrarian transition, he wrote, "Either the old 

landlord econany, bound as it is by thousands of threads to 

serfdom is retained and thus turns into a purely capitalist 

"Junker• econany. The basis of the final transition from 

.2S£_aw?t!A to capitalist is the internal metamorphosis of 

the feudalist landlord ecc:many. The entire agrarian system 

of the state becanes capi tal.ist and for loog retains feuda

list features. Or the landlord econOmy is broken up by 

revolution which destroys all the relics of serldom, primarily 

large 1 and Ginership. •4 3 In the .. latt.er case the basis of 

agrarian transition is the "free development of small peasant 

farming which has received a tremendous impetus as a result 

of the expropriation of the landlords' estates in the 

interests of the peasantry. The entire aqrarian system 

becomes capitalist, for the more completely the vestiges 

of serfdan are destroye~ the more rapidly does the dis

integration of the peasantry proceed. •44 

The English, the rrussian and the American paths have 

had considerable influence amatg scholars studying agrarian 

transitions even though historical experienoe reveals greater 

--------------------
43. Lenin, V.I., The p!rteloPJ!!nt oj.Ca;pitajism.!l} Ru!SiJ, 

2R· .sa!·· p.s: 
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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 c:oe is different from the others, but also to explore 

the possibility of yet different paths of capitalist aqrarian 

transition. O>serving the diversity that is displayed one 

can realize the need for the study and analysis of the 

experience of other countries. The path folla~ed may either 

be one of the-. or, what is more likely, it may be a variant 

of these paths. As Lenin points out, •of course, infinitely 

diverse corrbinations of elements of this or that type Of 

capitalist evolution are 45 possible. • 

Further, the historical experience of another country 

is useful because in the attempt to analyse particular 

experiences 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 conbinations was followed or is in 

process in a present day developing country. 

--------------------
45. Lenin, V.I., The lJ!yel OP!!!E!nt of Capitalism in Ru~fi_J, 

9R• kit., P· cJ: 



.:!'ll!-!Dgl,i~h Pat,!l: 

The English Path represents the first successful path 

in the history of the agrarian transition to capitalism. 

At the top of the agricultural population stood the land

lord class. crucial to the transition was the differentia

tion of the peasantry. In the medieval times the internal 

stratification of the peasant society was essentially limi

ted but eventually over a long period of time it transfonned 

into the fundamental class divisions of capitalist agricul-

ture. According to Marx, who essentially studied the 

historical experience of England, the shift fran 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 himself, 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 econanic position of the individual direct producer 

to have in tum acquired the means to exploit other 

46 labourers directly." 

The shift fran 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, 22· cit., pp.795-96. 
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ccntinues to produce at least the greater part of his means 

of subsistence himself, a certain portion of this product 

must now be converted into canmodi ties. The character of 

47 the entire mode of production is thus more or less changed. • 

Marx further held that, •In its further development 

money rent must lead - aside fran all intermediate forms 

e.g. the small peasant tenant farmer - either to the trans

formaticn of land into peasants• free hold, or to the form 

corresponding to the capitalist mode of production. •48 

Thus, •tre transformaticn of rent in kind into money 

rent... is not only inevitably accanpanied, but even anti

cipated, by the formation of a cla~s of propertyless day

labourers, who hire themselves out for mcney. I:Alring their 

genesis when this new class appears but sp<X'adically, the 

custom necessarily develops among the more prosperous 

peasants sUbject to rent payments of exploiting agricultural 

labourers for their own account, much as in feudal times, 

when tbe more well-to-do peasant serfs themselves also 

held serfs. In this way they gradually acquire the possi

bility of accumulating a certain amount of wealth and 

themselves becaning transf<rmed into future capitalists. 

The old self-employed possessers of land themselves thus 

47. ]9~., p. 7 98. 

48. Ibid., p. 1 en. --
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gave rise to a nursery school for capitalist tenants. whose 

development is conditioned by the general development of 

capitalist production beyond the bounds of the countryside. 

This class shoots up very rapidly when particularly favou

rable circumstances cane to its aid. as in England in the 

16th century, where the then progressive depreciation of 

money enriched then under the customary long 1e2ses at the 

expense of the 1 an dl ords. •4 9 

The differentiation of the peasantry and its eventual 

break ~P. into a class of capitalist farmers and a rural 

proletariat was a canplex process mediated by a variety 

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 - necessary to 

the full unleashing of capitalism. 50 

An important aspect of the English m~l was the 

nature of the landlord class. Though this class did not 

make productive investment in land, it did not actively 

oppose the developments taking place in agriculture. MOst 

landlords preferred rent as a form of incane and very few 

took to direct cul t1 vation. They preferred to charge 

4 9. Ib.!£ •• pp. 7 98-99. 

5O. Byres, T.J •• "The Agrarian QUestion,. Forms of capita
list Agrarian Transition and the State•, ..22• .£!...!:., 
pp. 37-38. 
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customary rents rather than to maximize rents. This class 

retained its political power long after the daninance of 

Capitalist production in the English countryside. 

:£-h-=e--.Am;;.;..;e;;.;;:r;.;:i;.;:c:;,;;an;;;...;.P.-a ... th_ s 

The American path is an example of • capitali~m fran 

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 

e~tates. • 5 1 Such a revolution will involve sign! ficant 

struggle by the peasantry, prObably spearheaded by the rich 

peasantry. It is also likely ·to 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 fran below is essentially 

predominated by the peasant who "beccmes the sole agent 

of agriculture, and evolves into a capitalist farmer.~. the 

main backgrcund is the transformation of the patriarchal 

peasant into a bourgeois farmer,•53 and "the basis of the 

51. Lenin, V.I., *l'he Agrarian Programme of Social remocracy 
in tha First Russian Revolution, 1905-1907" in Collected 
works, vol.13, Foreign Languages Publishing House, 
Moscow, 1962, p. 239. 

52. -Byres, T.J., "The Agrarian Question, Forms of CapJ.;talist 
Agrarian Transition and the State", ~· ..£!,!., p.53. 

53. Lenin, v. I., "The Agrarian progranrne of Social Democracy 
in the First Russian Revolution 1905-1907 ", 2R· cit., 
p._239. 
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final transition ••• to capitalism is the free development 

of small peasant farming. ~4 

The United States was settled by independent family 

farmers steeped in a cannercial econany tied to the world 

market who had access to vast reaches of land without feudal 

ties. 'The family .farm• system grew dramatically during the 

nineteenth century as millions of settlers spi'lled over 

the continent. There was no significant landlord class 

and Lenin envisaged that the agrarian transition would 

depend on the differentiatioo of the peasantry and the 

subsequent emergence of a class of capitalist faxmers 

exploiting a rural proletariat. However
7 

as noted 

_ earlier, · farms retained their central charao-

te ristic of operating mainly by family 1 abour while becoming 

integrated into the capitalist econQny. This persistence 

was made possible by the state through a variety of measures 

which included acreage allotment, market quotas, support 

prices, parity payments, ccnservation programmes, national 

crOp,. insurance programmes, etc. 

1~e Prussian Pa!D: 

The prussian path of agrarian transition, a path of 

capitalism fran above, involved the transformation of large 

--------------------
54. Lenin, V.I., ~vel9J?I!!E;nt of cani talism in ~ussi_!, 

~R· .£!_t. 
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feudal estates into capitalist farms. The Prussian 'Junkers• 

owned largf!J 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, U:sing 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 estates. at the expense of all peasants, and limited 

the scope for the process of peasant differentiatim. In 

1807 there was a substantial increase in the size of their 

estates when the serfs 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 plots of land in exchange of labour. This system 

1 ater rchanged into one in which they lived in tied cottages, 

were virtually landless and paid largely in kind. By the 

1870s wages in. kind had been largely transformed into mcney 

wages. Landlords worked their estates directly and exploited 

free wage labour to earn profits as capitalist farmers. 

Crucial to this path of agrarian trans! tion 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 capitali~t 

agriculture discussed above, the role of tbe state was 

crucial. However these paths of agrarian transition are 

not blueprints to be copied. Each society has. its own 

special characteristics and the circumstances in which 

the transition takes pla~ would vary. The path a develop

ing cOuntry might follow may be cne or another variant of 

this or that path or a canbination of two or more in which 

one is daninant. Since the state is itself a part Of the 

social f<rmation, 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 

it. 

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 describing the 

specific cc:ntext in which the trans! tion is carried out. 

Later we shall study the case of Egypt which followed the 

•peasant path• to capitalist agriculture. 

!.!-. 5rafian Qpestion~ and the sta~.1 

To solve the agrarian question tbe main tasks faced 

by a state which wishes to promote growth along capitalist 

lines are the following. ~, to remove the ct>stacles to 

capitalist production through agrarian refcrm. Two, to 

promote capitalist production by making modern inputs readily 
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available and encouraging their use through subsidies,credit 

etc. and three, to extract fran agriculture resources neces-

sary for inctlstry - exportables, food, raw materials, labour 

and a surplus, and to d:'@ate an expanding rural market for 

manufactured goods. 

An agrarian reform can only create the cClldi tions for 

an eventual emergence of a particular system. It is the 

spread of land and labour product! vi ty-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 

prod111crt1vity 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 undertake the 

supply of modern inputs and credit to the farmers to serure 

increases in aqricul tural output. Though this technology 

may be scale neutral it is often directed tcwards those who 

could yield results, or in other words, it was the rich peawantry 

·- ~ c:btained the bulk of credit and inputs since 

1 t had the capacity to increase marketed surplus by adq>ting , . 

the new tecmology. In most cases the new technology gives 

further impetus to the process of differentiation and 

increases the socio-pol1 t.ical and econanic strength of 

the class of rich peasants. 

Attempts to increase agricultural output have also 

been often accc:mpanied by direct investment by the state 
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tor example in irrigation. state marketing and purchasing 

agencies --r ._ set up to supply credit to the farmer, most 

often the well-to-do peasant, perform another important 

task. price and tax policy of the st•te is often an instru

ment employed by the state to increase production and procure 

surplus. 

To increase the supply of raw materials and exports, 

the state may use price incentives or legti restricticns 

to increase producticn. 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 provide tex concessic:os as well as leans 

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 output in the market. 

The rural market for manufactured goods consists of 

both the market for c<:nsumer goods and that for manufactured 

inputs into agrieul tural production. The market for the 

latter can be expanded by the supply of inputs and credit 

by the state to peasants at reasonable prices. The market 
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for consumer goods depends on the rise in incanes and 

changes in the class 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 trcrn 

agriculture is essential for industrialization. Technical 

changes often induce a lo.~ering of the rate of growth of 

labour required for agricultural production thus providing 

industry the required labour force • 

.§Uri>lUS Extrac$19!): 

For any backward country wishing to industrialize 

agriculture constitutes a major source Of investible funds. 

Apart fran 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 its 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 

agriculture for investment in industry. 

The role of the state in the extraction of resources 

from agriculture was an issue widely discussed in the .soviet 

industrialization debate. Though set in the context of 

socialist industrialization, the debate has relevance to 

any country wishing to industrialize. Since industry was 

state cwned_ or belonged to the social! st sector, while 
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agriculture was in private hands, Predbrazhensky, a 

principal participant in the debate, named the extraction 

of resources fran agriculture fOr industry as •primitive 

socialist accumulation• .' -· This he defined as "the accumu-

1 a t1 en in the hands of the st• te of ma teri al me an s obtained. 

v dhiefly frOm sources lying outside the state econQnic 
I 

system. .ss 

Preebrazhensky termed the non-industrial sphere of 

the economy •colonies • and propounded that the necessary 

econcmic basis of the transition was a relation of "exploi

tation • between the "metropolis • of state indUstry and its 

surrounding •colonies•. Industry, he said., expanded its 

basis and productivity by drawing in •surplus value• fran 

agriculture, until finally petty private econcmy was crushed 

out and "engulfed• in socialist econQny. 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 

ss. 

56. 

PreCbrazhensky, E., •Th! Fundamental Law of Socialist 
Accumulatioo• in Viestnik Konrn. Akademia, vol. VIII~ 
59 seq, 69-70, 78 seq cited in Dcbb, M., .§.2!jet Econo. 
mic DevelOE'!'!I]tg-finoe 19£1' Routledge and Kegan Paui 
Ltd., London, 1 §, p.18. 

Ibid. -
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cause political complications. The second method which 

Prec:brazhensky favoured and thus felt was m<X'e important 

was the method of non-equivalent exchange between state too 
industry and the noo- socialist sector. ThroughLmonopoly 

position of state indUstry on the market and by measures 

of •socialist protectionism", adopted by the state for the 

express purpose of encouraging socialist industry, the 

rate of interchange between state econany and its •colonies• 

could be turned to the adVantage of the former. 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 

-.xploi tation • of the latter by the former, and the creation 

of •surplus value • for the benefit of socialist accumula-

ti .s7 on. 

prect>razhensky argued. "Aecumulation by way of an 

appropriate price policy had advantages over other forms 

of direct and indirect taxation of petty econany. The most 

important of these is the extreme facility of collection, 

not a single kopeck being needed for any special taxation 

apparatus. _sa 

57. ~-· p.185. 

58. PreGbraztaensky, E., !!:,V:! -~~wJc;oncrnics, Clarendoo 
Press, Oxford, 1965, p.lll. 
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Howe9er, Predbrazhensky's theory was open to a number 

of dbjectioos. The first of these was on the basis of the 

pol! tical impact of such resc:urce extraction. It was cal

culated to rupture the AYf!!tt:hk,il (alliance), between the work

ing class and the peasantry which formed the corners tone 

of the period of transition, by antagonizing the peasantry. 

The most important dbjection on the ecCilcmic front 

was that turning the terms of trade against agriculture 

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 ~,g.r COmn_ynie periOd 

had shown. Not only had the peasants respcnded by reducing 

the amounts brcught to the market. they had even cut down 

the amounts sown. In such a case the prioe policy would 

have defeated its purpose of increasing the real amount of 

accumulated resc:urces at tte 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 

B u khar 1n argued, that this would diminish the pOoler of 

absorptioo of the hane market. Instead this p01er shOuld 

be increased so that "it leads to an extension of the field 

of production, to the reduction of cost prices, and calse

quently to ever cheaper prices in each successive cycle of 
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59 
production." Rykov also argued that reliance should be 

placed on an expanded trade turnover between industry and 

agriculture to provide the means for the expansion of 

industry. He sai~ "There are many capt tal 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 fonning an alliance 

with the peasantry, and not by fixing prioes which the 

peasant could not possibly pay. The conquest and satisfying 

of the peasant market will bring about socialist accumula

tion. •60 

When prec::brazhensky suggested the turning of the terms 

of trade against agriculture he maintained that there was 

no harm done if this actversely affected the interests of 

the kulaks, since for centudes they had been the exploiting 

59. Printed in Ivternati onal_P;:ess_ corresponden~, vol. v, 
No.5, 40, 45. C1 ted In Deb;,;, M., soviet Econanic 
..,P!V!.J..s>ent s.!!l.se 1917, 21l· .s.!.S·~ p. 187. 

6 o. speech at meeting of MoscOIIi Party Groups, Dec. 29, 
1923, reported in Econcmicheskaia Zhizn, Jan. 2, 
1924 cited in Dobb, M., §Oviet Econanic r::evelopment 
~ ince 1 911, .£!?• .Qj:., p. 187. 
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class. Now they could be exploited by tha 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 

61 etc. 

In the context of capitalist industrialization where 

the ruling class does not ccnsist of a worker-peasant 

alliance, the capitalist state has the danger of losing 

the political support of the rural bourgeoisie if it follOI!Is 

the policy of turning terms of trade against agriculture 

and thereby lowering their profits and investment. In 

the early stages of the development of capitalism this 

support is often very necessary for political stability. 

Thus the direction in which terms of trade move may often 

be guided by poll tical needs ra.ther th-3n econanic require

ments. Suitable price policy cQnbined 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 fran 

agriculture while keeping in mind its political interests. 

-------------------
61. Mitra, A., Terms of Trade and Class Relations: M 

]:ssay in _fo'!Jtica! ESffi~· F'rank cass and co. Ltd., 
London, 1 gr7, p. so. 
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A third way in which resources may flo.¥ £rem agriculture 

to industry in a capitalist econony is through the market by 

a voluntary transfer of savings. profits made in the agrarian 

sector may be invested in industry if the rate of return in 

industry is higher and induces the peasant to invest. 

The ~rarian Transition and the 
}.grarraE i!estioaJD Egypt: -

In the present day deVeloping world most of the effective 

1 and reforms were implemented under foreign daaination, for 

example, in Japan, south Korea and Taiwan. The Agrarian 

transition in such cases was not entirely the product of 

the inte.rnal dynamics of the system. For our study of the 

nature of an agrarian transition which is dcmestically 

induced for a present day developing country, Egypt is 

an obvious example. It is one of the few examples where 

the government 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 was the largest sector,it was agriculture 

which would have to provide the required rescurces for which 

it would have to grow. Barriers to growth, largely insti

tutiooal had to be remO'Ied and this effectively implied 

an agrarian transitiOn. We shall study the internal dynamics 

of the system loo)cing at the alignment of class for~s in 
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the countryside before the land reform which prompted the agra

. r ian- transition. 

Next we shall examine the role of the state and the 

various policies followed by it which brought about the 

transformation. Mere legislation invariably fails to bring 

about radical change but lwgk I , '•• in a situation like 

Egypt• s where social changes led to a change in the law, 

legisla t1 on was quite effective. Thus, despite the fact 

that the state did not have the kind of power which imperi-a

list powers possess, land reform was possible. 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 remCNed but was this sufficient to bring 

about rapid growth? we shall try to show that while removal 

of such barriers is a necessary ccndition for growth, it is 

not a sufficiP-nt condition. There must exist a set of 

incentives which induce investment and increase in producti

vity. 

Important lessons can also be drawn fran 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 material and social changes 
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within a system and the role of the state which is a part 
is cr-ucial. 

of the social formation..{ 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 cootext 

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

ment under ~ate direction. 



CHAPTER II 

A HISTCRICAL BACi<GRCUND 



Nineteenth century rural Egypt was characterized by a 

more or less banogenous peasantry. The first significant 

change in property relations was the shift from occupancy 

rights to omership rights. The seeds of a new system were 

sown by the change in the form of tax frcm kind to cash. 

The process of differentiation of the peasantry which this 

started resulted in the dispossession of large masses of the 

peasantry, their alienation from the means of productioo and 

the subsequent polarizaticn of the rural econany into a 

rural. proletariat at the cne hand and a peasant bourgeoisie 

on the other. By the time of the revolution in t952 the 

Egyptian countryside already c<:rltained seeds of capitalist 

product ion. 

In Egypt, tax, rat her than rent as in England, was the 

main form of surplus extraction. Increasing trade and can-

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 "' trans! tion to capital ism was a -

change in prq::>erty relations to private O«nership of land. 

This chan9e came about with the direct and active intervention 
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of the state which had the legal apparatus in its hands 

and was thus the sole authority capable of changing property 

relations. The trans! ti.on trcm cOmmunal property to private 

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

tched over some period of time • 

.Q!.!Slin of Private Pr_wrgr ig Lan.£1: 

Till the beginning of the nineteenth century most of 

the land in Egypt belonged to the state. 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 to pay a land tax or miri on his ilt.1zam. -- - . 
He could retain the difference between the tax to be paid 

and the amount he could manage to exact fran the fj!llah;s 

or cultivators. Along with the right of tax collection# 

the !'9l tazim had the right to arm his retainers, to demand 

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

ruled his land. 

Till the seventeenth century jJtizam were granted for 

a year or may be a few years, but with tl'e growing power 

of the multazim~, by the end of the eighteenth century 

they came to be granted for the lifP. time of the mul~ 

and even became 'heritable and alienable property•.l 

1. Baer, G., j!!.story; of LandownershiJ2 in Mo¢tern Egy:P_t 
. JS00-195.0, aJP, London, 1962, p. 2. 
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Though tax continued to be paid, the state• s ownership was 

much weakened and the multazill' became the virtual <7tfiner of 

the J.ltizam. A number of ways developed by which land could 

be bought, sold and mortgaged. 

The iltiz.a.!P land was divided between the multazim and 

the peasants who paid a variety of taxes to the m,!l,!_ta;im. 

The .!!!!!l...t;az_~ s land was either directly cultivated by him 

using paid or corvee labour or rented out to the village 

§haYk,b or headman. Labour was supplied by peasants holding 

usufructory &:ights or by temporarily landless peasants whose 

1 ands had not been watered by the annual Nile flood. 

Peasants were an almost hanogenous group with no signi

ficant differentiation among them. The village heaanan 
]._ 

/ 
distributed the ·~!1-fella_tl, i.e. the Jlti;:~ land to 

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

ability of tha family to cultivate the land. Such land 

was often handed down from father to son who had to pa:y 

an investt.t.re tax in order to ac:.quire the right to use it. 

If a peasant failed to pay taxes, the multazim could give 

the land to another peasant. Thus while an individual 

peasant could becane landless, the • ard-al-fellah remained 

wi th 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 p011er, he abolished the il tizam system and replaced 

it with ihtikar or monopoly system. Under this system 

taxes were collected directly by government employees 

receiving a salary, peasants were forced to deliver crops 

to the state at prices below the market price and the state 

had monopoly CNer both internal and external trade. 2 

commercial crops such as lQlg staple cotton were introduced 

by Muhamed Ali for increasing exports to Europe. The 

government directed which crops were to be plan ted. The 

shaykhs were the directors and supervisors of agricultural 

labour. The p011er of this "middle group" increased consi

derably during this period. They functiooed as the 

government • s administrators and used their power to 

acquire land, for example, that abandooed by peasants 

fleeing conscription. 3 

The foundatioos for the emergence of private property 

in land were laid in Mohamed Ali• s period. Large estates 

were created. These were of three kinds: {i) '..'!!ldt.h 

were often Cbtained by the grantee paying off accumulated 

--. ........ ,..._ ___ _ 
2. Richards, Alan, Egyet•s Agricultural Develgpment 18QO

,j,980, ·westview Replica~ Edi"'tion (colorado5, 198 2, 
pp.l9-20. 

3. Ibi c:l. , pp. 25- 27 • 
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tax arrears of a village. Under this system the peasants 

paid their taxes to the ·~hd4,h holder rather than the 

government. (ii) ib • a diyyah were grants of uncul tiva-

ted land. The recipient of the land had the right of ONner

ship, sale, transfer and inheritance and he did not have 

to pay any taxes if he brought the land under cul tiva-

tion. (iii) chifliks were grants to Muhamed Ali himself 

and members of his family. They largely consisted of 

villages abandoned because of the heavy tax burden. 4 

Thus, through full 0o1nership rights were not granted 

in lan~ the change in distribution and the replacement 

of the tradi tiona! subsistence econcrny by the growing of 

cash crops laid the foundation for a fundamental change 

5 in the social structure of rural Egypt. 

The next most important step towards private property 

in land was the granting of ownership rights to grantees 

and later to peasants who till now possessed usufruct 

rights. This was done by the .Aid Land Law of 1858. However 

ownership was not complete as the payment of taxes was 

still the liability of the village. The final step came 

under Ismail whose need for revenue was greatly enhanced 

4. la!§., p.25. 

s. Baer, G., 11Social change in Egypt& 1800-1914" in 
Hold. R.M. (ed. ), Political and Social Change in 

_ ,t10dern Egypt, CUP, Loodoo and New York, 1964, p. 140. 
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by Egypt's growing indebtedness. Full ownership rights 

were granted and tax liability reduced in return tor pay

ment of six yeare• taxes in advance. 6 Finally with the 

coming of the British all land became full private property • 

..P..!!.P.ossessioo _of the Peasant~ 

The transition to private property in land laid the 

seeds of the process of differentiatioo of the peasantry. 

The increasing demand for cash was an important step in 

this directicn. It resulted in the dispossessico of the 

small peasant - the fellah, and his separation from the 

means of productioo as it became the main cause of his 

indebtedness. 

Cash payment of taxes coupled with cash crop cultiva

tioo 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 per cent 

more taxes than in 1865.1 Often peasants had to borrow 

because of the need to buy foodstuffs which had been 

replaced by cash crops. Often they had to borrow because 

6. Baer, G., .!!!._sto£1: of Landain,!!ship in Mode_FJJ Egyj2t 
1800-1950, .21?· ~., pp.l-12. 

7. Ibid., p.36. 
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of the inconvenient timing of the tax collectioo. Mr. 

Vivian, the British COnsul to Lord -:-"'>alisbury reported in 

1878, " ••• tt2 result of the arbitrary and uncertain demands 

of the government, made at seasons which do not coincide 

with t~ 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 ecOnanical evils resulting fran 

this deplorable absence of system is that the class of 

small proprietors tends to disappear."78 

The Law of Mortgages of 1875 facilitated peasant 

indebtedness by ma)dng money lenders more willing to lend 

as it allowed for creditors to foreclose on land for na1-

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. 

ExpropriatiQ'ls in 188 3 amounted to 22.047 :feddans (1 

feddan = 1. 038 acres), in 1884 to 18, 148 :feddans in 1885 

to 17,828 and in 1886 to 12, 95 9. 8 (The improvement was 

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 ~nd to forfeit Oinership 

7 e.. Ipi!)i., p. 36. 

a. !bid., pp. 37-38. 
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rights. sometimes the non-payment of taxes led to con

fiscaticn of land. Baer estimates that by the end of 

the cent\lry almost one to two million persons must have 

become landless. 9 Such persons were forced to enter the, 

labour market as they had no other source of livelihood. 

Relaticns of production 
___________________ _. __ 

The rural proletariat coosisted not only of the land-

less peasants but even others who were forced to sell 

their labour power. Of course, the ~arahi)., 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 oo contract. Since the granting 

of ownership rights to peasants, inheritance laws had led 

to large scale subdivision of peasant holdings since a 

large nuni:>er of holdings now fell belaw 3 feddans, they 

were unable to provide peasant households their subsistence 

requirements and such peasants had to enter the labour 

mai1cet to supplement their incanes. The rural proletariat 

thus consisted of not ooly the free landless worker but 

also the class of landholding waqe workers who, like the 

Russian rural proletariat Lenin describes, undertake 

insignificant farming on a patch of land. With the farm 

Ibid. --
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in a state of utter ruin, are unable to exist without the 

sale of labour-power and have an extremely 1~ standard 

of living. 10 The third element which constituted the rural 

proletariat was the atttached worlcer, the _tama}.i_na. 

CUltivation on large estates was carried out using 

hired labour under the •ez2aih system. Apart from the 

existence of large estates, 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 pat tern of labour inputs in 

cotton. The lando-~ner was interested in the cotton and 

wheat harvests for which a market existed. Cotton required 

a large labour force throughout the grOiiing season and 

a still larger one at the time of harvest. Clover, beans 

and maize had to be gro-~n in rotation with cotton to ensure 

high cot ton yields and to preserve fertility of the soil. 

Cultivation thus required both a permn•nt and a temporary 

work for~, the latter to supplement the former when the 

demand for labour was high. The labour force was thus two- -

tiered - •that attached to the danain • or tarta,liyy_! and 

daily wage labourers, often migrants, tarahil. Tamalina 

workers were usually hired for the year while tarahil 

were hi red on a daily wage basis for cash when demand 

10. Lenin, V.I., :£.he DevelOJ?!!!!Dt of capitali.sm in Russia, 
:.21?· .£!l., pp. 181-2. 
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for labour was high like during harvest time. The tarahil 

were straightforward wage labourers with a high mcbility 

and no pre-capitalist ties with the landc~mer. 

The case of the tamaliYY.! was more canplex. These 

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 1 and. The plot of land 

was given either for reduced rent or the fellah only had ----------
to pay land tax on it. since the o,mer was not likely to 

market fodder and subsistence crops, he granted small 

rotating parcels of land growing these crOps to the tama

J.if:z.a• This reduced the ~ask of supervisial and left the 

overseer free to look after irrigation workv: ~ supervise 

the cultivatioo of cotton and wheat which were more profi

table. While the tarahil workers were undoubtedly members 

of the rural proletariat, so were the ~amalitU who freely 

entered into a contract with the land OHner who .preferred 

to allot him a plot of land rather than wages in cash or 

kind. 

Land which was not directly cul t.ivated was rented 

out more often under the system of sharecropping than cash 

rent. There is evidence that the ..!!!!.!Y.!Sl! w·as a common 

system of leasing out where the landOiiners supervised the 

cultivaticn by tenants, specified crop rotation and shared 

the costs of cultivad.co-and the produoe. The terms Of 
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sharecrOpping agreements were highly varicble and special 

arrangements existed, for example, sharing of one crop 

only, on the granting of a parcel of land to be planted 

in ,!?!.f.St!!IJI to feed the animals. Often the ~~_!lyag! system 

could grade off into the '!z!?ah system. For example, the 

care of animals on '_!.z}?ah was usually arranged on a share 

basis in which the landlocd purchased the animal, entrusted 

its care to an '.!..JE..!!l worker who fed the animal with the 

maize stalk.., and .91.£.!..!.!!!' 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 bet:Jieen 

the '!.!!?illt worker and the landlord. Under this transtory 

system -the . return to the landCMner was not pre-capitalist 

ground rent but contained an element of interest on capital 

adVanced by him. 

Largeestates in Egypt often cultivated using the 

'!.Jl:?ah system if the owner was a resident and the cash 

renting system if the cwner 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 propert:ies there 

is evidence that land would be exploited by the rich 

peasant using the ·~•!' system if his estate and means 

were large enough. If the estates were smaller they 
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gene rally used sharecropping. 

,!he transiticn: 

The availability of new technology speeded up the 

process of transit ion. In the :period 1917 to 192'7 there 

was a shift fran sharecropping to a system of direct exploi

tatioo. The number of "paid workers" increased by eighty 

per cent between 1907 and 192J, while population occupied 

in agriculture increased by only 46 per oent. By 1939_, 

seventy-nine per cent of cultivated area was cultivated 

by the CMners. seventy-three per cent of land held by 

medium-sized property holders ,Liand area bebleen 5 to 50 

feddan.§i was exploited directly. The nwnber of cultivators 

leasing in land declined fran 506, 181 in 1917 to 210, 384 

in 1937 although population in agriculture increased 

from 2. 8 to 4. 28 million. 11 

The follo..~ing table shOis the rapid gro..~th of agri-

cultural machinery used. As can be seen, apart fran the 

large estates which were undertaking direct cultivation, 

medium-sized holders started using more machinery as is 

characteristic of capitalist farming. 

11. 
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Table ~.J 

A. ~cultural Machinery, 1929 and 1939 

Machine cr Tool ----- Number % cihcnge 
1~29 1~39 _l929-~9 

steam Ploughs 1, 008 1, 7 95 78 

Native Ploughs 564, 144 603, 903 7 

Threshing Machines 569 2, 123 Z13 

Segregating Machines 746 2, 083 179 

Winnowing Machines 2, 37 3 2,494 5 

Native Threshers (Nurag) 302,023 301,705 0 

B • .f>w!lership of ~i£=ultural Machinery and imple~!?~.§, 
.l.2.JJ 

Machine or Tool %owned % 0o1ned % 0o1ned 
by owner by 0o1ner by Oolner 
of 50+ of 5-50 of 0-5 
:feddan feddan feddan 

-----------------------------~--------~--~M-------~~ 
steam Ploughs 

Native Ploughs 

Threshing Machines 

Segregating Machines 

Winnowing Machines 

Native Threshers 

84 

15 

87 

72 

69 

15 

13 3 

32 53 

10 3 

t9 9 

24 7 

42 43 

Source: Agricultural O!nsus, 1939, Table XXIV, pp. 110-11. 
Cited in Alan Richards, Ecwpt • s Agricultural 
~vel~nt,_1BOO-t980, COlorado, westv few-Replica 
Edition, 1982, p. 134. 
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Technical progress in the fonn of new production 

techniques further enhanced the process of differentiation. 

In the first half of the twentieth century the two year crop 

roration system was adopted. This system led to a deter·io

raticn of the soil and a subsequent decline in ~ields, while 

the medium sized property holders could offset sane of the 

decline in yields by use of improved drainage and chemical 

fertili2ers, as they had access to capital and cheap insti

tutional credit, the small peasantscould not do so as they 

lacked capital and their only source of credit was the 

moneylender who charged usurious rates of interest. Ttus 

their 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 £.&. 2 in tax 

arrears, he lost his 1 and. From then onwards the amount 

was reduced to £.E.l. As a consequence fran 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-an~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 was the minimum necessary for 

sel £-sufficiency. <Nerall, more than 75% of the rural 

population did not have sufficient land to live on and 

many of them must have increased the supply in the market 

for labour. 

Table 2.2: Landle~s families in Rural Eg~~ before ... .__ _ __,_ 

the ~rarian ~efo;m (1.QQQ,1J) -

-Agricul- Popula- Number of Number of Number of Percen-
tural tioo Rural fa- land hol- landless tage Of 
census milie~ ding fa- families landless 

milie~ to rural 

. - _familie§ 

1929 10579 1904 1207 6g'f 

1939 11664 2100 993 1107 

1950 1'5700 2466 9g] 146 9 

source: Radwan, Samir, [Srarian Reform and Rural 
foverty_!n E~_l952-)~,2, ILO, Geneva; 
1977, p. 7. 

37 

53 

60 

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, en the other was a rural bourgeoisie 

owning above 5 feddans of land which relied to a great 

extent en hiring wage labour to cultivate their 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 productioo 

was profit and not consumption. Lenin, in the context 

of Russia, describes the chat:acteristics of the •peasant 

bourgeoisie' as follows, WI'he size of the farm in. the 

majority of cases, requires a labour farce larger than 

that available in the family, for which reason the forma-

tion of a body of farm labourers, and still more of day 

labourers, is a necessary coodi ti on for the existence of 

the well-to-do pea san try. The spare cash ct>tained by 

these peasants in the shape of net incane is 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 

land, farm implements etc. • 12 Thus in the early stages 

of development of capitalism the reinvestment•of surplus 

by the emerging Qgrarian capitalists is both in the sphere 

of production and the sphere of circulation, as- wa~ done oy the 
~eaaant bourgeoisie in Egypt. It is only 

t:-n the more developed stage that investment 1.in the sphere 

of production takes predcminance • 

.!J!! Years of cr1 si.§: 

r::uring the period of the Second World war there was 

widespread inflation which the war had caused, increasing 

------------------
12. Lenin, V.I.,~ Develo~ent of Capitalism in Russia, 

Jll>• .£!J:• 1 pp. 17 9-80. 
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landlessness and increased exploitation of the peasantry. 

This led to a nwnber 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 

prices rose. Per capita cereal consumption fell. Real 

wages in rural Egypt fell after 1939 as can be seen in the 

following table. 

Year Real Wage Index -
1938 100 

1939 116 

1941 90 

1942 83 

1943 87 

sources Samir RadWan, .21?• cit •• P• 31. -
At the end of the war •rural crime • rose sharply. To 

cite a few incidents, in 1946 over one thousand tenants and 

labourers attacked and destroyed the office of Kan Qnbo 

estate in Aswan. In 1947, in Shoha in Daqahliyya there 

were revolts against absentee landlords. At I<afr Negm 

peasants burned crops and destroyed agricultural ~achinery. 13 

13. Richards, A., !9YEt' s /;9ricultural r.evel3!Jlent 1800-
lJS.O, -~;E•- cit., p.t74. 
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Such incidents were reported frcm a number of other places 

as well. The grcwing social unrest led to a lack of 

control over the labour process and this seems to have 

pranpted landowners to withdraw from __ 

- · direct cultivation to cash renting. While 

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, scme 60 .• 7 per cent of the total was rented out 

of which nearly two-thirds of all rentals were tor cash 

(36.5 per cent Of the total cultivated area). 14 'f.his 

represented a major departure from previous decades. 

Rents were very high and rose very rapidly. Cul ti

vable 1 and was limited to the areas which could be irrigated 

by the Nile and with the rising populatioo 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 to landowners who now did not have to bear 

any risks. The larger the land owned, the larger was 

the absolute in cane and as most of the very big 1 ando.mers 

were absentee landlords settled in the urban areas, it 

seemed that they did not suffer much by the withdrawal 

14. ..!~id., p. 17 3. 
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from direct cul tiva ticn on their estates through agents 

and managers to cash rentals. This was particularly since 

cot ton prices had fallen in this periOd. And, despite the 

fall in cotton prices rents were kept high. This is ilhls

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 incane fran 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 sys ten. And, when peasants 

revolted the army was again and again called upon to 

suppress these revolts. 

However it seems that the withdrawal to cash renting 

must have acted as a brake to the rising strength of the 

rich peasantry who had started making capitalistic profits. 

Sone continued to undertake direct cultivation but cnly 

with added risks and lONer profits. Others rented out 

for cash but since their estates were not so large tteir 

absolute incanes were not large either. As rents took 

took away the entire surplus and the peasant had no means 

to invest in land, it soon happened that output growth 

slowed dc:Mn. Now, increasing cash rents would have meant 
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cutting into necessary subsistence requirenen t of the 

peasant - and further revolts which would have worked 

against their interests. Since his incane was not large 

enough the opportunities for the rich peasant to invest 

in indUstry were limited. This meant that as long as 

productivity in agriculture 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 

autanatically 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 pict.ure 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 frcm there being a halt to 

growth and investment under the new system, the latter• s 

political pcwer 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 relaticns of production or - this 

merely expresses the same thing in legal terms - with 

the property relations within the framework of which they 

have operated hitherto. Frc:m forms of development of the 

productive forces these relations turn into their fetters. 
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15 Then begins an era of social revolution. • 

In Egypt there prevailed a situation in which the 

daninant production relations led to a decline in growth. 

With the stagnation came large scale di!content among 

most of the sections of the rural populace - the rich 

peasants, small and marginal fa~ers, the tenants, the 

landless workers and the growing numbers of unemployed. 

As we shall see in the next chapter t~ Egyptian country

side was plagued with social tensions and popular mass 

movements in the folla«ing yPars. 

15. Marx, K., .b....f_Qntribution to the ~ritigue o_f_Political 
Econanx, Progress Publishers, Mosccw, 19'70, p. 21. 



CHAPTER III 

THE .AGRARIAN REFCRM 
IN EGYPT 



This chapter deals with the development that led to 
I 

the agrarian reform in Egypt, the agrarian reform and its 

effects on rural Egypt. we shall first deal with the 

political erises emerging from the old order and threatening 

to break it. A discussioo of the land reform legislation, 

tenancy acts, minimum wage legislation and the cooperative 

system would at every step be accompanied by an analysis 

of its effects en social stratificatioo and class differen-

tiation in Egyptian agriculture. 

Political Context and Land Reform: -- -
The end of the secood world War was marked by t~ 

development of important contradictions between the 

interests of the rural bourgeoisie and the ruling elite. 

Not only did the rural bourgeoisie resent the infe.rior 

position which was allowed to it by the local and foreign 

industrial bourgeoisie, not only was it affected by flue-

tuations in the internatiooal market, pressures exerted 

by big banks and export firms without sharing state power 

which enabled the ruling class to protect its c:Mn interests, 

but it was also the victim of rising land prices and 

high rents in a country where vast domains of the limited 

arable land were <:Mned 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 ecooomy on a path 

of transition to capitalism but the weilding of political 

power by the landed aristocracy and a bourgeoisie whose 

interests were subservient to the interests of foreign 

capital had becane 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 also proved to be an impediment to 

the grONth of the rural bourgeoisie. At the same time 

mass discontent and •rural crimes• were on th= 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 rebellials broke out, for 

example, in June one 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, crc:Mn Prince Muharrmad Ali Taufig. In Octd:>er the 

tenants of the state Demain at as-Siru squatted on lands 

formerly rented by them, demanding that the Government 

------------------
1. Baer, G., .lf.!§tory of Land CM~_tlip in Modern Egy;Et, 

3· .£!!.." p. 221. 
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should sell these lands to them, as pranised, and not 

implement its later decisicn 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 industrial trade unions, the 

students, school teachers and minor office workers. The 

government could no 1 anger maintain law and order. Large 

sections of the rural landless had migrated to urban areas 

in search of j cbs but as industry failed to absorb them 

they oft"en turned to crime. There was a collapse of the 

parliamentary system. The regime could not control the 

Cairo mcb in January 195 2. The corruptioo of King Faruq 

and his men and their policies towards the British gave 

rise 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., .21?• cit., pp.174-5. 
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debated in parliament, Baer notes that all the parties 

represented in the varioos Egyptian parliaments were at 

one in their opposition to it. This was because, firstly, 

great landowners were arnoog 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 accanpanying the second world War 

and was emerging as a political force. Its interests were 

bound up with those of the landOWning class which was nCM 

participating in urban enterprises. Baer 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 1 ater 1940s. 

This class thus"felt the need for cooperatioo with the 

ruling classes, it was apprehensive of any demand for social 

reform, and refrained fran any action that might awaken this, 

for fear that, once started, no bounds could be set to it ... 3 

But with social tensioos intensifYing, many realized 

that land reform had becane a necessity. "The national 

struggle was on the point of turning i.nto a genuine popular 

revolution with the massive supPort of the peasants. "4 

------
3. Baer, G., ~_sory of Land<:!:!nership in Modern E9XJ2.t 

j§_OQ:-1950, ..21?• .£!!., p. 205. 

4. Abdel-Malek, Anonar, Mypt: Milita;-y socie;ty, Randan 
House, New York, 1 ~ 8, p. 3~. 
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The possibility of the expansion of pro_perty ONners was 

frustrated and their future prospects were endangered by 

the growing and increasingly irrepressible mass movement. ;S 

A group of moderate reformers advocating reform wrote, 

"Limi tatioo of existing property... is a cruel measure 

:which governments as a rule do not agree to carry out 

except under the threat of social revolution. we hope 

that the implementation of the reform prOposed by us ••• 

will relieve us of the necessity of confiscating landed 

pro_perty. 

Every year of delay makes the prct>lem of the large 

estates more critical and strengthens the arguments of 

6 those who demand more extreme measures ... 

The proposed reform was to put a limit to the 

further expansion of large estates 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 ao:1uire additional acreage except 

s. Hussein, Mahmoud, _f).ass Conflict in EgyEt 19j5-1970, 
Monthly Review Press, New York and London, 197 3, p. $ • 

• 
6. Ghali, al-islah az-zira •t•, p.65 in 'Egypt contem-

poraire' XXXVIII (1947), 15 cited in Baer, G., History 
_s>..f..Lando.vn~hip in Moder.!L!g.Y.P.t, 1800-192.9, .El?• ...¢J., 
p. 211. 
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through inheritance. Although the social 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 
. 7 
rejected. 

Another land reform programne prOposed in 1945 by 

Ghali fixed, at the outset, the limit beycnd which a 

landowner · would be prohibited frcrn acquiring more land 

at 100 feddans. He ct:>jected 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. ,.a He argued that medium landcwners 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 

limi taticn of large holdings was overwhelmingly defeated 

as large landOYmers daninated the parliament and politics 

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

7. 

a. 

aaer, G., j:iistory of LandCMTnership in_!1odern Egypt 
.l§..Q0-1950, .P.l?· .s,ll., p. 212. 

G hal i, 212· c1 t. cited in B aer, G., History _o,! 
LandownershTp-in Modern Egyp~.L _J.a00-195 o, _s> • .£!S.., 
p. 212. 
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interests. It thus became clear that as long as poli t.ical 

pOJer lay in their hands there could be no agrarian reform. 

On the other hand the Muslim Jrotherhood and the 

COmmunists were advocating radical reforms. The Muslim 

3rotherhood was for the free distributioo of surplus 

land to the landless peasants, a position from which they 

withdrew later to advocate sale of this land to landless 

peasants at a reasonable price and on easy terms. (This 

group also later withdrew fran its positico that in accoc

dance with the teachings of the prophet land should not 

9 
be leased out.) The corrrnunists advocated more revolutiOnary 

measures. Land in excess of 50 feddans per owner was to 

be confiscated without canpensation and distributed equally 

10 among the landless -and agricultural workers. 

Till the mid-1930s the Egyptian army was daninated 

by sons of the ruling aristocracy. After 19~ the British 

were compelled to open up the ranks of the army to the 

others as well who could afford the highly expensive 

educatioo at the Military Academy. By the end of the 

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

-~~------------
9. Baer, G., ~.!,9.£2_ of Landownersh!p tn Mo~rn !g~, 

ER· ill·, pp. 213-14. 

10. Sa·~ Sadiq mushkilat al-fallah, (Too PrOblem of the 
FellO:.h.), Cairo, 1945, pp.61-6 9. Cited in Baer, G., 
,tiist.ofY of LandON~.h!E...!!LModern Egyz, .9.P· £!!., 
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 beccme necessary to forestall a deeper upheaval 

or a Canmunist revolution. Moreover, the agrarian structure -

the distribution of 1 anded property, the high rents and 

the social status connected with the ownership of land -

was seen by them as an c:bstacle to Egypt• s industrial 

development, lack of which had be cane a source of its 

backwardness and military weakness. As capital was diver

ted fran investment in industry to the acquisition of more 

landed property, a change in the agrarian structure became 

essential to transfer resources fran agriculture to 

industry for the latter's development. 

Seizing the opportunity created by the chaos and 

deep political crises in 195 2, the • Free officers•, a 

secret organization of the l0tt1er and middle ranks- of army 

officers, 12 led by Gamal Abdel Nasser captured pcwer in 

--------------- ·-
11. Hussein, M., .21?· ..£!S., p. 77. 

12. An interesting study of the influence of the rural 
bourgeoisie on the new regime is found in Binder, 
Leonard, In a Manent of Enthusiasm: Political Power 
_2.,!!d the se~o11d stratum i,g. ~..9t.l?~, University of Chicago, 
Chicago, 19'7 e. · 
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July and their first task was to enact a Land Reform Law 

within two months of coming to pONer. This indicates that 

land reform was an integral part of the 'military revolu

tion'. 

The Agrarian Reforms Act had twin political Cbj ectives. 

While on the one hand it wanted to break the p~er of the 

old 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 outcQne 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, 

was growing, the need to protect the institution of private 

property was urgently felt. It was argued, .. Social sick

ness is gradually spreading through the ccuntryside ••• If 

thig mmrement is neglected at all, it is full of dangers ••• 

Reform will be accomplished with them {the large proprie

tors) or against them; it would be preferable for everyone 

if it were carried cut with their consent and better still 

with their cooperation ••• In a time of revolution agrarian 

reform is concentrated on the canpulsory elimination of 

large estates and scroetimes their 011ners; in Egypt in 

the present circumstances it should be carried out by a 

wise and provident government that wishes to profit fran 
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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 ... l 3 

It was thus recognized that • ••• the structure of land-

ownership has to be modified in orcter to prevent the 

storms that are gathering on the horizon."14 In addition 

to the need for land reforms £el t by political leaders 

within Egypt. on the international scene, ever since the 

Chinese revolution and the threat of such a revolution 

in other underdeveloped countries it was felt that "in 

~rtain countries it would be impossible to combat hunger 

and socialism except through 1 and reform ••• • In February 

1952 in a us State D!partrnent publication entitled 

"Land Reform, A World Challenge", a call was given to 

bring about changes in the system of lando..,nership and 

leasing, emphasizing the importance of these measures 

in the fight against communism. 

The National Bank of Egypt greeted the reforms thus, 

•Egypt may consider herself happy that after so many dis

appointing promises and empty talk, the mat-ter has not 

slipped out of the hands of an orderly government dealing 

Kotb, 
13.L Sayed, !J. Isl21!1_tl'l-ra•-sm_?_!!~ (Islam and Capitalism), 

·. Cairo, 1951, Cited in Abdel Malik, .!!I!· .s_!j:., p.66. 

14. 1£1-.§. 
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with it within the framework 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 

hOJ radical, is preferable to the anarchy of a mass move

ment. • 15 

Making the d:>jectives of the revolution and the reform 

very clear sayyid Mar • i remarked, "We all remember the 

days preceding the revolution of July 195 2; we remember 

how 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 

lando.vners have preferred to be left exposed to the wind 

blowing through this unrest, exploiting want and poverty, 

until it became a tempest uprooting everything ••• and 

endangering perhaps, the peace of our entire fatherland? • 16 

~ ~~E Reform Ac~ 

_!J2!!£1_Ce!!in,9: The Law of 1952 set two hundred feddans as 

the maximum limit of O'~nership per individual plus hundred 

·----------------------
15. "Agrarian Reform in Egypt" NBE, Econanic Bulletin, V, 

No.3 (195 2), p. 167. Cited in Abdel-Fadll, In.£_~ ~ 
~tribution and Social Ch_!lllge_!..u_R!ural_EqY.P.!L 195 2-
.1970, OJP, Cambridge, 1975, p. 23. 

al Abram, 4 sept. 195 2, cited in Baer, G., J:listory 
&Lando.vnershiR_in Modern ~ypt 1800-1950, .9];. ~·, 
p. 222. 
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. 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 ~nership of 

his land in excess of the maximum limit, within five years 

of the enactment of the law, to farmers ~ing fewer than 

five feddans, provided their ownership did not exceed ten 

feddans: or to graduates of agricultural institutes who 

o.wned fewer than t:wenty 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.•7 

In 195 2 on the eve of the reforms the very big 

landowners who o.11ned 011er 200 feddans represented less 

than 0.1 per cent of the landowners and they possessed 

20 per cent of the cultivated area. Together with the 

medium-sized landowners who possessed over 5 feddans and 

who represented slightly less than 6 per cent of all land-

Owners, they possessed 65 per cent of the cultivated area. 

94. 3 per cent of the lando,..rners thus possessed only 35 

per cent of the rul tivated area. 18 

17. 

18. 

Gadalla, Sadd M., Land Reform in Relation to social 
~ve151ment .i,!l_]g~, uiiiVersTt.Y of Missour1I>ress; 
co1Uiii6 a, 1 ~ 2, pp. 38-3 9. 

Statistical Yearbook of ARE, 1952-73, Oct. 1974 , 
Cairo, cited in RadNan, s., ~· ,Si_!.., p.19. 
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Under the 195 2 land reform 4 34, 000 feddans were 

requisitioned from private landowners and 145,000 feddans 

in excess of the limit werP sold. Moreover, what occurred 

as a result of the land ceiling legislatioo was not merely 

a sale of land in excess of the maximum but even "distress" 

or "crash" sales, often to the rich peasants, by large 

lando.-~ners who feared a lCMering of the maximum limit in 

future. Such a fear was justified considering the fact 

that political power no l01ger 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 1961 reduced 

individual c:Mnership to 100 feddans, which was lowered 

still further, by a third law in 1% 9, to 50 feddans per 

individual and 1CO feddans per family. By 1970 944,451. 

feddans of land were requisitioned. This included land 

requisitioned frQ'n the Royal family, foreigners and waqf 

land. 19 

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

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

-------------------------
19. RadWan, samir, ..2P• .£..!!., 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 cultivated land was subject to expropriation, 

panic stricken landowners were canpelled to extend 1 eng 

term credit to prospective buyers for purchase of land. 

As a result of "crash sales" there was excessive fr ag-

mentation of sQne 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. 20 

.£_~_p~nsati~: Compensation was paid to landowners 

for land expropriated at a price equivalent to ten times 

the rental value of the land, with 1 ental value taken to 

be seven tirnt!s the basic·- land tax as assessed in 194 9. 

Compensation was paid in the form of ncn-negotiable bonds 

bearing interest of 3 per cent per annum and redeemable 

21 in 3:0 years. 

Even though the compensation paid was generous, the 

expropriaticn of land dealt.· a heavy blow to the power 

of the landed aristocracy. After the land reform they 

could no longer rule the Egyptian countryside. The pO\ver 

-----------------
20. Sact,·, Gabriel, .!_he Egyptian e-9rarian Reform 1952-1952, 

CUP, 1967, p.20. 

21. Mare i, s aye d, Jl /IR. Agriculture Enters a New !'9,e, 
Cairo, 1960, p.4s. 
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of 1}89 families who had OtJned massive estates was taken 

away at one stroke. The holdings of the rich peasantry 

now became amoog the largest in the village. They gained 

in strength not only because of the reduction in the pONer 

of the large landowners but also because of increase in 

the land held by them as many bought land when there were 

"crash sales" by the large landOtJners and many bought plots 

for orchards near urban areas. 

Land Redist~s.LC!!= The requisiticned land was to be 

distributed by the government in lots of not fewer than 2 

feddans and not more than 5 feddans ead1 to Egyptians 

involved in agricultural activity and owning fewer than 

5 feddans. Priority was given first to those who actually 

cul ti va ted the 1 and, then to peasants having the largest 

families in the village, then to those possessing less 

wealth among fellow villagers, and finally to non-residents 

of the village. The price charged of tre land distributed 

to farmers was based on the rate of compensation paid by 

the government to the original owners, plus 15 per cent 

for expropriaticn 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, .22• .s.!J:., pp. 41-46. 
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Table 3. 1: ~!lgej2 J.:D the Structure of Landow~.§.b..!P_in EgYl2j: 
1952-7] 

:D1stribu"t''Cilbeto~-~ Law y---Situation-rn:l~s·--_:J= 
Average Average 

situ.au~::1E:I9TI_=== 

OWners 
OoOs 

holding holding 
Area per --9.!!E~§ Area per CMners Area 

fed- --;r o.vner 000 s % Ted- % owner 000 s % fe·d-- --% 

Average 
holding 
per 
owner 

dans -----------------------~dans_____ -------------------d~~--------------
26 4 2 94 • 3 212 2 35 • 4 o.e 30 3 3 95.0 36 93 59. 1 1. 2 3 3 13 95 • 0 287 6 . 5 2. 0 0.9 

------------~------------------------------------------------~--------~-------~------------~--------------edium 

5 - .(. 10 79 2. e 5 26 8.e 6.6 78 2.5 614 9.5 7.9 94 2.7 616 11. 1 6.6 

10 - <.20 47 1.7 636 4.7 12.6 40 1. 3 5 27 8.2 13. 3 44 1. 3 57 2 10. 3 13. c 

20 - <50 22 o.e 654 10.8 29.7 29 o. 9 815 12.6 28. 1 23 0.7 668 12. 1 29.0 

----------------------------------------------------------------------------------------------------------
<tOO 

> 100 

6 o. 2 4 30 7. 2 71.7 

5 0.2 1614 27.0 322.8 

6 

4 

0.2 

0.1 

392 

421 

6.1 

6.5 

65.3 

105. 3 

6 

2 

0.2 

0.1 

47 3 

330 

8.5 7e. e 

6. 0 16 5. 0 

---------------------- ----------------------...-------~----~------------------------------~------
2801 100 5 984 100 2. 1 3190 100 646 2 100 2.0 348 2 100 55 35 100 106 

-----------·--------------------------~--~-
source: Statistical Yearbook of ..aRE 1952-73 for 1952 & 1%S.. 

:For 1 rr!7 figures CAPMAS cited in Hanson, B. and 
Ranc},lan, s., ~loyment _Qeportunities and Egui!zY in 
Egypt, ILO, Geneva, 1982, Table 47, p. 107. 
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Table 3. 2: Land Distributed Among Fa_rrners with _!.imit2d 
IncOme ' 

Year Agrarian Reform No. of benefi-
Lands*, Area ciaries** 
(feddans) 

--------------------------------

Average size 
of bene fici
ary• s hold
ing 

195 3 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

196 3 

1964 

1965 

t%6 

1%7 

1968 

1969 

16, 4 26 4, 7 84 

6 5, 285 24, 2 95 

66,687 31,588 

35,558 15,678 

42,067 19,701 

42,920 17,045 

5, 982 2, 447 

23, 4 26 10, 345 

106, 150 31,605 

90, 17 2 ) 
) 

121,645 ) 107, 286 
) 

26,013 ) 

25,668 12,013 

58, 107 31, 298 

20, 5 31 8, 295 

22,74 3 9, 056 

3.4 

2.6 

2. 1 

2. 2 

2. 1 

2.5 

2.4 

2. 2 

3.0 

3. 3 

2. 2 

2. 1 

1.8 

2.5 

2.5 

----------------------------------------------------------Total 1 sn, 761 

Source: *Statistical Abstract Of United Arab Republic 
1951/5 2-1% 9/70, CAPMS, Cairo, June 197 1. 

**statistical Hand:>ook of IRE (1952-1970), .21?• .£!.S. 
CUltivated Areas in ARE in 1'.369, ~ef.No.30/413, 
Nov. 1972, p.ss. 
Statistical Atlas (1962} cited in A~ Fadil, .2l?• _s..!j:., 
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 sane 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 incane was equal 

to the cost of bare necessities plus 10 per cent. Plots 

of two to five feddans distributed thus varied according 

to the fertility of the soil 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 allONed to sell, sublet 

or even to farm independently. Although 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 ~ill· (o..mer~;) but ~~ie~• 

-----~-------------
23. Statistical Yearbook of ARE (1952-1970), 21:!• £1.1:. 

24. Saab, Gabriel, EJ2• .£!..!:., pp. 37-38. 
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which means beneficiaries an_d they called themselves 

''mumallakeen El-Islah" which means the recipients of ---- ----
landownership under the reform. Land Reform beneficiaries 

were thus a new kind of tenure class who were neither 

CMners, tenants, nor agricultural labQlrers. 25 

The land reforms were no solution to the problem of 

landlessness as most of the land redistribut ioo was limited 

to previous tenants and small farmers. since the landless 

agricultural labourers featured le7N on ·the priority list 

of potential land reform beneficiaries, given the limited 

land to be redistributed not many became landowners. There 

was only a temporary reduction in the number of landless 

and their percentage in the population. And,. this reduc-

tion too, though partly due to land reforms, was mainly 

due to increased migration as labourers 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 refonn was very short 

lived. In 1952, 1. 2 millioo families (44% of agricultural 

families) were landless, in 1961 the number had declined 

to 1 million families (40% of agricul tu.ral families) but 

by 1972 some 1.5 million families (45% of agricultural 

----------------·----------
25. Gadalla, s., ..212· cit., p.52. 
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families) were landless. '&J 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 old landOtJners. Also, the area subject to 

sequestration under the First Agrarian Reform of 195 2 was 

estimated to be 656,7 39 feddans belonging to the 1789 large , 

landlords. But only about 450, 305 feddans were actually 

sequestrated. 27 

As a result of the land ceiling and land redistribution 

one finds that while large landowners particularly those 

CNJning 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. ~spite the fact that the regime did not 

represent the small farmer, an improvement in his position 

was politically 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 coopPrative 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 'il.ock its tendency, 

-------

27. Radwan;· s., .!212• sJ.,S.. p. 16. 
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increasingly encouraged by the deteriorating work cOnditions 

and standard of living to join the landless masses. n
28 

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 

fa.Jrmers were integrated into the market system through 

cooperative organizations which, as we shall see later, 

were daninated by the ru c-al bourgeoisie. Though the 

small landowners were guaranteed against loss of their 

land, they became indebred to the state, the weal thy 

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 ccndi tions of the small landONners, now assured 

of keeping their plots did not really improve.• 29 

Tenanc;y ~9.!:.!2.!4..9!1: The 195 2 Law pr011ided 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., .£>]? • .£!S., p.l31. 

2 9. ill,_d. " p. 17 8. 



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 reform 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 1 and tax. 30 

It is estimated that this led to a reduction in average 

rent by 33 per cent31 and the income of tenants is estimated 

to have increased apprecL-ltely by almost a total of £ E 

40 million. 32 

According to the Act agricultural 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 ir .• land and to increase its productivity. By 

-----------------
30. Mare!, Sayed, ''(J/>R overturning the Pyramid". CERES

F AO Review, vol.2, No.6, Nov- .z:e c 1 ~ 9, p. 50, Cited in 
R adNan, S., 2l?• £ij:., p. 29. 

31. Saab in ME Econ. Papers, t%0. Pissot puts the 
reducticn in rents at 25-35 per cent cited in I:ssawi, 
c., .]gyp_!_ in ~v o lu ti ~, Q..Jp, LOndon, 1 96 3, p. 16 2. 

32. al-Islah al-zirai, p. 36 Cited in Issawi, c., ibi_g.;p.t6 2. 



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 employment 

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 "Ccmni ttee for the 

Liquidaticn of Feudalism" revealed that rent controls 

were seldQn put in practice. It said that a cOJmlon 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 

scme landlords overstated the size of the area leased to 

the tenant, others forced the tenant and his family to 

work on their estates without any wages. 

However, the improvement in the legal status of 

tenants helped to discourage leasing out and encourage 

direct cultivation. Though the drOp in total area of 

rented land was moderate i.e. from 60% in 1952 to 51% in 

196 2, it can be accounted for partly by the rental terms 
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Table 3. 3: The Im.J2.9_£t Of ~r~rian Reforms 2_n the 
Area Un~- Tenancy 

~----------------------------------------------------
Year Area of land 

leased (fed
dans) 

% of total 
cultivated 
land --·------------- -----------------------

---

1950 

1951 
• 

1952 

195 3 

1954 

1958 

195 9 

1~0 

1961 

1~2 

3, 4 92,640 

3,601, 878 

3,668, g"/8 

3, 317,027 

3, 560, 4 97 

3, 081,7 28 

3, 0 28,780 

3, 020,7 90 

3, 14 2, 819 

3, 064,767 

59 

60 

60 

56 

56 

54 

51 

51 

53 

51 

----------------------------------------------------
source: Ezz-el Din Hammam, The Real Impact 

of the Agrarian Reform on the Distri
bution of Incane between LandONners 
and tenants in u.A.P., INP, Mimeo, 
492, Cairo, Sept. 1964, Table 1, p.6. 
Cited in Abdel-Fadil, E.P· ~., 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 distributicn of land requisitioned frcm big landlords 

and eli stribut.ed to tenants. 
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Minimum Wa.9e L!!9,islation: The state stipulated a mini

mum wage to be paid, fixed in each district according to 

the Agrarian Reform Law. However, it was d::>se rved that 

this legislation was not enforced. 33 COnsequently there 

was no rise in real wages. EVen money wages did not reach 

the stipulated level of 18 piasters,/ J until the mid six

ties~4 The average daily money wage in 1950 was the same 

35 as in 1950. As can be seen in the graph below the real 

wage index based on RadWan • s estimate sh0.-1ed no trend over 

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

agricultural wages. 

In the 1970s the Ministry of Planning estimated that 

real incc:mes were falling. While the inflation rates offi

cially estimated, based on administered prices, were around 

5% to 1.0% per annum, a World. Bank study estimates that 

prices actually paid have been rising faster. Although 

GI:.P in real terms has 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 Econany 195 2-197 2, Clare

don Press, Oxford, 1974, p.67. 

34. Hansen, B. and Mazrouk, G. A., D!velopment an~conanic 
Polic.y in the UAA.., North-Holland Publishing COmpany, 
Amsterdam, t955,-p. 95. · 

35. RadWan, s., S2• .£!,!., p. 30. 
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per year which is in excess of farm-gate prices and wage 

increases, thereby supporting the Ministry of Planning• s 

view of falling real incomes. 36 

Another estimate shGts a decline of real wages 011er 

the period 1966/67 to 1972/73. This is shGtn in the follow-

ing table, which also confirms RadWan• s cQlclusion that the 

reforms did not affect wages. 

Table 3.4: Movement of Real wag3 in Rural E£1YJ?t 
t9s 2;:74 rt938=too > -

Year Real wage 
Index of 
Average 

----------------------------~d•a•i~l•~-w~a-g.e~s ____________ __ 

36. 

1952 

1953 

1955 

1956 

1959 

1960 

1961 

1~2 

1~3 

1~4 

1965 

1966 

1967 

1968 

196 9 

151 

150 

87 

97 

124 

123 

113 

122 

127 

138 

135 

170 

16 2 

156 

151 
contd ••• 

Q.lddihy, w., ~icul tural priS!:._.Managem!Hl~ in Egypt, 
world Bank Staff Working Paper No. 388, AprTil98o. 
pp.6-7. 
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Table 3. 4 ••• contd ••• 

1970 138 

19'71 140 

1972 143 

19'73 140 

1974 125 --
source: RadWan, s., 2R· ~., p. 31. 

----- -Year Aver agenai:--JW"er age oa1:-- Index of COn-
ly Money ly Real wage sumer Goods 
wage Rat~-• Rate 

* 
Prices in rural 

Men non- Men non- areas 
men men 

1966/67 25 12 29 12 100 

1967/68 24.5 12 24 12 102 

1968/6 9 24.5 12 23 11 106 

196 9/70 25.5 13 22 11 114 

19'70/71 25 12.5 21 10.6 118 

19'71/7 2 25.5 12.5 21 10.5 119 

19'7 2/7 3 'Z7. 5 13.5 21 10.7 126 
--- -- *iiori.,~ri ~w~ <-lln-d ctilldAD. __ _ 

source:-'Mohle-Eldin, A., "Underemployment in 
Egyptian Agriculture~ Eeport of~ 
~0/EOI,b. Seminar on ~npower PlaJmin_g 
in ~ab Countries, Beruit, May 19'75, 
Ii.OGeneva, Cited in Olddihy, w., 
Agricultural Price Management in. Egyz, 
.21?· s_ll., p. 24. 
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Shift to Direct Olltivation: 
.-- r -

As a result of the land ceiling and tenancy legisla-

tion there was a decline in total rental incanes of absentee 

landCMnerships fran £ E 58 million in 1950 to £ E 52 millicn 

in 196 1. This estimate includes rent in both cash and 

kind. 37 There was an incentive for direct cultivation 

since leasing out had beccme less profitable for the large 

and medium sized CMners and with no rise in wages the costs 

of di~ct cu1 tivation did not rise. It is seen that the 

total wages paid to agricultural workers increased fr.an 

£ E 20 million in 1950 to£ E 39 million in 196tJ8 Since 

there was no sign! ficant increase in money wages over this 

period (they rose fran 11.6 piasters to 12.3 piasters), 39 

one can conclude that the increase is largely accounted 

for by an increased number of wage workers employed in 

37. 

38. 

39. 

Abdel-Fadil, ..Qp • .£!s., Table 3. 3, p.sa. Average 
rental foe 1~ is estimated at £ E 30 per feddan 
while for 1960 it is £ E 21per feddan. Fadil notes 
that the share of rent payments in total incane in 
1961 did not fal~ dramatically despite the enforce
ment of rent control. This was mainly because of 
the degree of absentee landownership among the very 
small landONners. Fadil, ..Qp.cit., p.59. 
Fadil derived the wage share fran census data on the 
number and age-sex composition of paid labourers, 
combined-with a rough estimate of the average number 
of days worked per year for each group, and a knCM
ledge of wage differentials by sex and age. 

Rl.adw an, s., .212. ill·, p. 31. 
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agriculture. Hence it seems that with a fall in the oppor

tunity cost of direct cultivation, the area under direct 

cultivation must have increased as mare wage labourers 

were employed. This in fact did h~ppen as Table 3. 3 

indicates - there was an increase in owner-operated land 

frcm 41% of the total cultivated land area to 4 9% in the 

period 1950 to 1~ 2. 

The shift to direct cultivation is witnessed most in 

the case of the rich peasantry. By 1~4-65 53 per cent 

of the holdings between 5 to 10 feddans and 85% of the 

holdings above 10 feddans employed outside labour. 40 

The shift to direct cultivation led to rapid increases 

in the inccmes of this group. In the period fran 1950 to 

1961, the incane accruing to landowners owning 5 to SO 

feddans increased by 41. 3% i.e. fran £ E 92 million to 

£ E 130 million, their share in total incQne increasing 

from 25.0% to 32.3%. Even though the nwri:>er of families 

in this group increased fran 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 l ::.. -. their populatioo as a percentage -rose signifi captly 
of the total L · · and average income per head declined. 

40. Mabro, R., "Employment and Wages in DJal Agriculture", 

-oxtord :Ec6nom1£·PaPers'(oEP), Nov .• 1971, Table 2. 



104 

In contrast the average real incane per head in the rich 

peasant class grew. Average real incQne per head of 
from 

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

<o'r £ E 513 in real terms) in 196 1. 41 Thus in contrast to 

all other~ rich peasant families pro·spered as a result of 

the reform. 

!gricul tural ,9?.9.,E!!_!lj:ive_§: Agricultural cooperatives 

were an extremely signifi cent element of the agrarian 

reform. The expansion of cooperatives changed the face 

of the Egyptian countryside. The Agrarian Refo.cm of 1952 

made it compulsory for all land reform beneficiaries in 

any cne village to form a cooperative socie~y among them

selves. Later in the sixties the system was extended to 

non-land reform areas as well and covered almost all of 

rural Egypt. Over the period 1952-72 agricultural coopera

tives tripled in number, their membership increased by over 

six times and capital about 12 times. 

--------------------------------year---·----------
-- --..... - 1 95 2 .J._~-. _1,..96~5 --...l~'n-~0~-~i--~-~2 
No. of 'COoperativee 
Membership (OOOe) 
capital £ E (000~) 

17 27 
499 
661 

4624 
1777 
2178 

4839 504 9 5008 
236 9 2830 3118 
265 3 7 415 7 915 

source: Statis1;.!£!1 Yearboolt, various issues, cited 
In Radwane, s., 2E• .£!.!:., Table 5.1, p.57. 

41. Abdel-Fadil, 2Jl· ~., Table 3. 3, p.58. 
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The local cooperative which was the basic unit of 

the cooperative structure was created in each village 

with a membership of at least 20. It was run by an elected 

council of five to seven members and a superviser, usually 

an agricultural engineer, appointed by the Ministry of 

Agriculture. T~ cooperative supplied credit. fertili-

zers, see& and 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 marJceter. 

soon cooperatives became the only source of agricultural 

creqit, farm inputs, and the primary channel for marketing. 

However production on the cooperatives was not communal. 

The farmer retained both the OtJnership and responsibility 

of cultivating his ONn plot of land; though he was required 

to follow a number of practices such as triennial crop 

rotation, crop consolidation and cooperation in activities 

42 such as pest control. 

The problem of fragmentation manifested by the structure 

of ONnership being daninab!d by tiny and separated holdings, 

had been an inherent feature of Egyptian agriculture since 

the establishnent of private land ~nership. The prOblem 

was tackled by cooperatives with the introduction of a 

system of land and crop cmsolidation. crop consolidation 

saved land. improved yields and made possible the introducticn 

4 2. Mabro, R., The Egyptian Ecoo.omr, .912• ~·, p. 12. 
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of a unifOnn and more efficient crop rotation system. Under 

this system ecooanies 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. Each block incorporated a number 

of small holdings. The c:wners of the plots in each block 

were required to follow a uniform system of crop rotation. 

Under the consolidation system small ownership hold-

ings inevitably fell in a single block. This Obliged 

small landholders to grCM 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 adVantage that their 

holdings were large enough to enable them to diversify their 

production and have a ~urplus to sell. A study of ten 

villages has shown that 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 excr:bitant 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 

4 3. Hassan, Atmed, A Field study on Crop Rotation in Ten 
Villages, INP, Cairo, 19'74. Cited in RadWan, s., 
2~• .£!..!• 1 p.6 3. 
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Apart from the aboee situatioo which resulted fran the 

consolidatial 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 ONner of at least 3 heads of cattle 

was formally eligible to insure his livestock, and subse

quently cbtain a ration of 150 ~ 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 canpensation in 

case his cattle peri shed, 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 

holders. 

In the following table it can be seen that those 

owning land less than 5 feddans aNned less than 3 cattle

heads and thus derived no insurance or fodder bene fits. 

Moreover as a result of the rich peasant bias of govern

ment policy the rich peasants could significantly increase 

the number of cattle they possessed while small landholders 

were at a disadVantage. As can be seen in the follONing 

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 abcwe 100- feddans. 

Table 3.6: NlJDber of cattle-heads J?!r holding_ accor(L!.ng 
to size class ~__...._. ___ _ 

Size ofholding 
(feddans) 

No. of Cattle- headS 
_ .per holding 

percentage 
change 

--------·-----------~0 L~J. ____________ __ 

<: 2 

2- ,s 

5- ..(_20 

20 - <::..so 

50 - < 100 

~100 

-------------------

2. 9 

s.s 

10.4 

30.0 

1.7 

2.4 

3.7 

7.5 

15.0 

34.0 

21.4 

26.3 

-n .s 
29. 3 

44.2 

13.3 

source: COmputed fran Third and Fourth Agricultural 
census, cited in Abdel-Fadil, 22· £!£., 
Table 2. 4, p. 30. 

In addition, ooly o .. mers of more than 15 feddans were 

eligible to buy selected seeds (hybrid maize, mexican wheat 

44 varieties etc.) at subsidized prioes. 

cooperative O:edi-t:: Ttl! cooperative credit system 

which was set up to break the pOtier of the moneylender 

and help the small landholders also seemed to have favoured 

the larger and medium sized landowners. As the table below 

shOtis, owners holdings above 5 feddans of -land, comprising 

44. Survey catducted by al-Tahliah, published in Sept. 
1$6 issue, c1. ted in l!bdel-Fadil, 22· ~·, p.l4 9. 
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5B 59 62 63 68 
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---··- .JJ~ 

69 'ill 
I (J 71 ,..., 4 {": 
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15 to 17 per cent of the population took away 50 per cent 

of the credit. 

Y.ear-size of 
holding 
{feddans) 

Loans 
AdYan
oed 
£Em 

" No. of 
debtors 
{OOOs) 

-r Average 
debt/ 
person 
£ E 

196 3-64 <.5 

5 - 25 

>25 

Total 

25.4 

15.6 

so. 7 

50 

31 

19 

100 

1177 

187 

26 

1390 

85 

13 

2 

100 

22 

83 

373 

36 

-----------------------------~-~------------------------
19'72-73 

Total 

35.4 

30.5 

s.o 

70.9 

so 2158 

43 409 

7 22 

100 ' 2589 

83 

16 

1 

100 

164 

75 

2Z7 

Z1 

source: 1963-64: Sami Abu el-Ezz and Aflned N:>u el
Ghar, <;boperative Financing, Cairo, 
1 gJ 1, P• 485; 

19'72-73: Nabl Hussein Mostafa, A Stuc;!y of 
~ccumulate2 Debts to tne organlzat;!_2D 
of t'grlcultural Co~rative credit, 
Unpublished dlplanadlssertatlon, 
INP cairo, 19'7 4, pp.65, 70 cited in 
RadWan, s., .!!JJ• £!S.., Table 6. 3, p. 6 a. 

Even when loans were adVanced to small landONners, th:!y 

were often not utilized for productive purposes. As 

discussed earlier, the subsistence fanner had often to 

purchase his requirements in the open market and his need 

for cash for consumption purposes was great. Thus credit 
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provided for seeds, fertilizers, etc. was often used far 

other purposes and as a result he frequently used bad 

quality seeds, inadequate fertilizers etc. This resulted 

in la.~ crop yields on the one hand and the !nevi table 

accumul atioo of big unsettled debts O«ed to their co-

operatives. To reduce these debts his loans were often 

cut dc:Mn so that he had to fall back on the private money

lenders in the village and becane further indebted. 

Und:!r the cooperative ~edit scheme loans were 

adVanced at rates of interest much belON 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 so feddans 

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

1 abour force. 46 

Mediwn 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 as the constructiat of irrigation and drainage canals, 

45. f1abro, R~, The E9ypt~an Econcm~, 22· £!~., :p. 77. 

46. Fourth Agricultural oensus, cited in Abdel Fadil, 
. :ER· ~., p. 28. 





111 

and orchard planting. As a result there was a significant 

increase in the use of improved farm equipment. CMners 

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: Use of tractors and irrigation machinery 
by size of 6o1dlngs 

1 0 1961 

No. of Tractori-No. of fa.rms us
i!d farms ing irrigation 
• 1950 t96t macninery _ 

·------------ ___ jffi-.Q __ .l~.l 

<5 

5 - <:so 

~50 

7~, 780 1, 381, 241 175 7 36 957 

201, 370 

14,892 

250,535 1,780 5, 981 7,089 

10, 384 6, 66 2 4,661 5, 35 3 

4, 795 

16,570 

5,692 

·------·----------------------------·-----------------------------
source: Figs. canputed frQn Abdel-Fadil, IlR• _g_s., Table 2. 5, 

2.6 and 2. 7 on p. 33. 

Table 3. 9: Tractorized farms and farms using irr~ation 
. marfilnery as a p!rc;entale Of total ny. er Of 

ho dings according to s ze-class 

<5 
s - <so 

~50 

0.02 

0.88 

44.73 

o.os 

2.38 

44.88 

Source: COmputed fran Table 3.8 above. 

0.12 

3.5 2 

35.94 

o. 34 

6.61 

54.81 
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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 agric.ul tural sector, the allocative 

effects of fuel subsidies are seen in a reduction in the 

cost of machine operation relative to labour costs, leading 

to a substitution of capital tor 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.•47 

Loans for planting orchards also went to the rich 

peasantry since it was 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. Its technical features thus make it a feasible 

canmercial venture only for the bigger landcwner. 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 cane till significant returns start caning in. 

This is because the product! on of fruit is normally 

associated with long gestation periods like five to seven 

years. 

47. CUddihy, w., ~ricul tural Price Management in Egypt,. 
~- .s.U., p.67. 
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Apart from the above reasons the subsistence 

fanner 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 grcws a cash crop he may not be able 

to satisfy consumption needs if, for example, 

the price of food rises. In Egypt, moreover, 

even when the fellahin grew cash crops, it was 

more often traditional crops like cot ton, whose 

techniques of production he was well ao:tuainted 

with and which required low investment ccmpared 

to fruits or flowers. 

While the small landholder was restricted 

to growing food or traditional cash crops, 

cultivation of fruits and flcwers became the 

monopoly of the rich peasantry. It has been 

estimated that in the l~Os inccme frcm orchards 

provided an average return on invested capital 

amounting to 9 per cent per annum, compared 

with no more than 5 per cent in the case of 

traditional field crops. The larger inccmes 

frcm crops grown by the rich peasantry can be 

seen in the foll ON ing table. 
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Table 3. 10: Income fran different cro12s 

crop Gross Income per 
annum per fe ddan 

(£ E) 

cereals 40 

Cotton 80 

Rice 80 

Sugarcane 100 

Fruit 150 

Flowers 1000 

Source: M. Hassanein Heikal, "Le 
probleme agraire: horizons 
nouveaux• in la voie Eqyptienne 
V!}r s Le LOci ali sme, Cairo, 
:oar-Maaref, pp.192-3. 
Cited in Adel Fadil, !!E• _gs., 
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 respeetively. 

By cOntrast, comparable figures were £ E 100-200 

for grapes, £ E 150-200 for tomatoes and 100 

0 
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48 
for water melons. The large differences in the rates of 

return fran different crops was however not incidental. 

It seemed to be the result of a deliberate price policy 

followed by the government. 

Price polig: A system of canpulsory deliveries was 

introduced by the government. Under this system all farmers 

growing certain crops were cbliged to deliver to the co-

operative a certain proportion of their produce at prices 

fixed by the state procuring agency. These prices were 

inevitably lOtJer than prices on the free market. The price 

differentials were 125% far wheat, 200% for rice and 145% 

for onions. Fruits, gro-ln by larger landcwners 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, frc:m the late 1950s on 

taxes on inccrnes from citrus, guava, mangoes, bananas and 

other orchard crops as well as fl0t1ers were abolished. 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 Agricultura];_~~elo,gnent: .Problems, 
Constraints and Alterna.t~, 1976, pp.32-3 cited 
lnR:adwan#. s., op. cit., p. 75. 

4 9. Waterbuxy, John, The Egypt of Nasser and Sadat, Prince
ton University Press, Princeton, 1983, p.293. 
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that since to move into the latter r~uires 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 observatioos where orchards 

were usually found to be owned by urban based professiooals 

and where cattle-fattening feedlots were found to be opera

ted by tte dOminant fanner in the village. so 

Moreover the coosumption baskets of various rural 

classes differed significantly. Food weighed heavier in 

the consumption bundle of the poor while manufactured 

goods, which were often heavily subsidize~ weighed heavier 

in the consumption basket of the rural rich. 

Taking the above differences in crep...mix and consump

tion baskets into account, RadWan has constructed two sets 

of terms of trade indices - one for the "poor farmers• 

and the other for t te "rich farmers • each reflecting tts 

movement of change in the relative prices of the commodities 

produced and consumed by each group. He defined "poor 

farmers" as those owning five feddans and less, while the 

SO. . Ibid. 
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rich were defined as those owning 20 feddans and over. 5 1 

A comparison of the two sets of terms of trade indices 

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_J.n Rural Egypt 
In 1~:§ 

Total Po2ulatlon Total 
1'ooo) {%) - In cane 

{£ E m) 

Landless 1 14, coo 73 50 

Poor Peasants 1, 075 6 7 
(below 1 feddan) 

Intermediary 2, 850 . 15 76 
strata (1-5 
feddans) 

Rich Peasants 875 5 76 
(5- 20 feddans) 

Rural Capitalists 150 1 116 
(above 20 fe ddans) 

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

--Per 
capita 
Income 
~£ El 

3. 5 

6.1 

26.8 

87.4 

77 3. 3 

Source: Tiers-Monde, July-Sept. 1960 and April-June 1% 1. 
Cited 1il'Cilarles Issawi, !gypt in Revoluti_9n ~ 
Econanic Analysis, CUP, London, t96 3, Table 12, 
p. 120. 

51. RadWan, s., !i!R· ..£!!.,Appendix II, pp.87-8. 
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Anotl':er important development which took place in the 

sphere of agriculture at this time was the phenanenon of 

leasing out of land by the smaller farmers to the larger 

ones. The structure of land holding shews that in 1~5 

though 57.1 per cent of the land was c:wned by peasants 

possessing less than 5 :feddans, St. 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 small 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 fanners often results 

from lack of availability of ~aught animals, implements 

and credit with the small p~asant. This, in Egypt, could 

easily have been the result of the cattle insurance, 

fodder and credit policy. Such leasing out often reduces 

the small lando.~rner to an agricultural labourer. 

Not only d1 d the rich pea san try benefit from 

government policy in terms of higher incanes but they, 

52. Hansen,. B. and_Radwan, s .. , -~J?loyment Opportunities 
and Eauity in E~, 22· .£J.!., Table 47, p.107 and 
Table 48, p.109. 
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who constituted barely 5 per cent of the landowners soon 

. 53 
acquired almost 50 per cent of the land. Those small 

owners whose falling real inccmes and lack of farm assets 

had forced them to sell or lease their lands, nCJ,t~ joined 

the ranks of the proletariat. According to Rac}.tlan the 

number of landless families increased from 1.09 million 

in 1961 to 1.53 million in 19'72. Though there was a 

significant fall in the absolute number of landless fami

lies between 1950 and 1961 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 1960s and 

1970s saw a reversal qf 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 population pressure 

54 appear to be the causes of this reversal. 

Moreover if the landless peasants are included in 

the distribution of landholdings as zero landholders then 

land.distributien among rural population is much more un-

equal. In 1961 while the bottcm 40 per 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 

S3. Ibl"Cf. ___ _ 

54. Rad-ian, s., ~· .£!.!., p. 22. 
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Table 3. 12: An est_!mate of Lan.Q!,!.§§_~lliL.!n EJJ.£!11 
!gyp~-1~ 0-1.) 

--- 'OOOsl -1950 1951 1~5 19'70 1972 - ----·--·- ----
1. Rural Population 13, ?00 16, 120 1? ,604 19f 280 19, 928 
2. Number of people enga- 1, 3?0 2,418 2,641 2, 8'92 2, 989 

ged in non-agri cul tu-
ral activities 

3. Agricultural population 12,330 13, ?0 2 14, 96 3 16, 388 16, 93 9 
4. Number of families enga- 2, 466 2, ?40 2, 993 3, 278 3, 388 

ge d in agriculture 
5. Number of landed fami- 1, 003 1,642 1, ?85 1, 853 1, 857 

lies 
6. Number of landless 1,463 1, 098 1, 208 1,4 25 1, 531 

families as 
7. Landless familie~{per- 59% 40% 40% 43% 45% 

centage of agr icu tural 
families ----- --- ....._. _____ 

Notes: 
Rows -1. Figures foe 1950, 1961 and 1965 are obtained by inter

polating between population census years; 1 g"/0 and 197 2 
are estimates of the ~ntral Agency for Public Mobiliza
tion and statistics and published in tl'e 1 g"/4 world 
Bank Report on Egypt, , 

2. These figures were estimated ~~ 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 1950 and 1961 represent the total number of 
landholdings as reported by the agricultural census in 
those yeacs. 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 
author !ties. 

6. Figures Obtained as a residual: the difference between 
the total number of families engaged in agricul tu.z:e and 
the number of landed families. 

source: Radwan,&e_p. cit., Table 2. 3, p. 23. 



119 

55 
cent of t ~ 1 an d. Radwan suggests that the situation must 

have worsened during the late 1960s and 1970s in view of the 

fact that landlessness had increased, the supply of arable 

land remained more or less constant, and the land di stribu-

tion programme during that period involved only a marginal 

proportion of the available land. 56 

The period after the land refonn 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 • 

.fonclusion: 

The Agrarian reform was essentially a package of poli

cies including the land reform and expansiOn of agricultural 

cooperatives and the policies of procurement, marketing and 
was 

taxation. The most striking feature of the reform,Lthe 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 agricultural production which 

was neither truly capitalist nor socialist. Since the farmer 

-------------·-----
55. Rad;<.lan, s., _Qp. _fit., p.25. 

56. !bid. 
"'l 
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Table 3. 13: Distribution of Landholdings 
:!JM.J~Q-~j_fu 1· ---

siie-·-o~f~------- ·r~o 
holdings 
(feddans) 

Number-of % Area(ooo %·- No. o~--
holders2 feddans) holders 2 
(000 fa- (000 fa-

-----------~m~i~l.~ie~s----------·----------------------milieJL 
0 

(landless) 
0 - 1 
1 - 2 
2 - 3 
3 -·4 
4 - 5 
5 - 10 

10 - 20 
20 - 50 
50 - 100 

100 

1545.0 60.6 ooo.o o.o 1357.0 

214.3 
248.3 
161.7 

99.1 
6 3. 3 

122.4 
5 2.5 
~.5 
8.4 
6.5 

8.4 
9.7 
6.3 
4.0 
2. 5 
4.8 
2. 1 
1.0 
0.3 
0.3 

111.8 
335.7 
37 3. 9 
328.7 
212.7 
818.4 
705.3 
7 92.1 
57 9.1 

18 26. 3 

1. 8 
5.5 
6.1 
5.4 
4.4 

13.3 
11.5 
12.9 

1.4 
29.7 

4 34.2 
385.9 
286.8 
174.6 

99.7 
170.0 
:.56. 7 

23.8 
6.4 
4.0 

45.2 

14. 2 
12.9 

9.6 
5.8 
3. 3 
5.7 
1. 9 
o.8 
0.2 
0.1 

ooo.o 

211.2 
505.3 
647.9 
566.4 
423.6 

1100.7 
742.6 
689.3 
429.9 
905.9 

o.o 

3.4 
8.1 

10.4 
9.1 
6.8 

17.7 
12.0 
11.0 
7.0 

14.5 

----------------------------------------------~---------------------------------100. 0 6 144. 0 100,_0 2999. 1 

Notes: 1. we have used the distribution of landholdings rather than that of 
landownership as the former is consistent with our definition of the 
landless as those who have no access to land either through G~nership 
or rent. 

2. Number of zero landholders is the number of landless families estimated 
in the previous table. Noomer of other landholders and the areas they 
hold are those reported by the two agricultural censuses of 1950 and 
1961. hgricultural c2_g~us, 1950, vol.I, table III, and Fourth.~g£J...£!!:: 
tural Ce~s 196 1, Part I, Section 1. 

Cited ·in Radwasn, s., 22• cit., Table 2.4, p. 24. 
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was not free to decide what to produce and hON much of 

input to use he was distinct fran the typical capitalist 

farmer. But, since he a.med his means of production '1lnd 

could make profits by employing labour to work on his 

land he was fundamentally different fran a peasant under 

a socialist system. 

What remains to be seen is whether this system was 

able to sec.ure the increases in product! on and contribute 

to the process of industrialization and econanic develop

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

next chapter. 



CHAPTER IV 

THE AGRARIAN CUESTICN IN EGYPT 



In the previous chapter we have seen that Egyptian 

agriculture underwent a thoroughgoing agrarian trans for
the 

mation under Nasser. Let us now see the way! agrarian guestion 

was resolved. The basic question addressed would be 

whether the agrarian reform fulfilled its role in achieving 

a meaningful contribution of agriculture to t~ process 

of econQnic development and industrialization in Egypt. 

We shall first look at the structural changes that 

took place in the Egyptian econQny 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 agrarian reform was 

necessary to.allow for this contribution. 

Growth and Structural Chanqe _____ ___._...________ --
In the two decades after the 195 2 revolution the 

Egyptian econcmy saw major changes. After recovering 

from the uncertainties of a major political change and 

the effects of the world-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 econQnic growth for a decade, after which it 

suffered a decline. 
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In the period 1'~5-65 the Egyptian economy experienced 

rapid and sustained econcmic grCMth with Gross Domestic 

Product grcwing 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 o.J.tput. {Table 4.2) Within 

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 fran private enterprise 

to public CMnership. (Table 4.4) 

Table 4. 1: Gross Domestic Pro~ 

----------------- GI:P j£ E__m!.!l.!_ons) ------
Years Gil? at coostant GIP at cons-

prices (1952/3) tant prices 

----------------·--------------
195 9L6_o ______ _ 

195 2/3 806.0 

195 3/4 871.0 

1954/5 930.0 

1955/6 881.0 

1956!7 81J7 .o 
1957/8 959.0 

1958/9 985.0 

1959/60 1091.0 1285. 2 

1960/61 1139.0 136 3.5 

1961/6 2 1190.0 1411.0 

196 2/3 1324.0 1536.7 

196 3/4 1416.4 166 9. 7 

1964/5 1480.0 176 2. 2 

1965/6 1545.0 1841. 1 

1966/7 1546.0 1865.9 

1967/8 n. a. 1847.6 

. 1968/9 n. a. 1954.4 

196 9/70 ------- n. a. 2082.3-

source: Mabro, R., 
Table a. 1, 

.l'Jle ~-=rt:Pti an 
p.lb • 

E con_<?l!!Y, EE· .£ll., 
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Table 4. 2 (a): ~0!2-l Shares .!E.-91!> (%) 

----------------------------------------------------1955-56 !965-66 1970-71 

---------------------------------------------------
Agriculture 

Industry, Petroleum 
and Mining 

Electric! ty 

Construction 

Transport & 
Communication 

Trade and finance 

Housing 

Public utili ties 

Other services 

All sectors 

32.3 

n. a. 

2. 9 

6.4 

9.5 

9.7 

n. a. 
21.6 

100.0 . 

----------------------------·-----

28.5 

21.6 

1.1 

4.4 

9. 2 

8.5 

5.1 

0.4 

21.2 

100.0 

27 .s 

22.7 

1. 4 

4.2 

5.1 

9.7 

4.3 

0.5 

24.6 

100.0 ---
source: IBRD Report, Economic Management in a Period 

~- . .. . 
gf TransitiQn, by Ikrarrr· ' K. · .J hn H 1d , , ., o op ns Univ·ersity 
Press, Baltimore, Statistical Annexure, Table 7, 1'980. 

Table 4. 2 (b): Ciyili~n EmrlOyJ!len1;_ bX EconQnic Activity 
TPer cent age 

------------------------------- -------------------
1947 1%0 1966 19'71 

-----------------------------------------------------Agriculture 
Mining, quarrying and manu-

facturing 
Construction 
Electricity, gas & water 
commerce 
Transport, storage & equipment 
Other services & unspecified 

58.4 

8.2 
1.6 
0.3 
8.4 
2. 9 

20. 1 

------------------------------------

57.0 53.4 53. 2 

9.5 13. 1 12.4 
2.0 2. 5 2. 3 
0.5 0.6 o. 3 
8.3 7.2 9.6 
3.4 4.1 3. 9 

19. 3 19. 2 18.3 ------------
source: IBR.D Report: Econanic Management in a period 

of ·Transition;-.,S>. cfJ., TaSie-7.4, pp. f3tf-'5'. 
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----------------------------- ----·--------
category 1947 1~6/7 1~9/70 

----------------------------ww------------------ ---------
Basic cOnsumer goods 79.8 

Intermediate Industries 19.7 

consumer durablesjequipment o.s 

55.0 

38.2 

6.8 

------------------- -----------------------

51.6 

40.6 

7.4 

source: IBRD Report, _E..£..<;!!9Jlj...£J;L~.rn~J:-..1P~ iod Qj 
J_fansitio_tl,LTable 1h4, p. 243 • 

.2P· .£!s. 

Table 4. 4: percen tag! _§hare of c~mption in G!f 

---·-------------------------- cai~J!I.P~ ii =--=-=== Total ___ Pr vat~ .fP-.!..!s ---------------------- ------~~ 
. 195 2-5 3 

1955-56 

1 ~0-61 

1 ~5-66 

1%9-70 

1971-7 2 

88.1 

84.9 

as. 9 

86.4 

89.0 

92.1 

71.7 16.4 

67.6 17.3 

68.3 17.6 

66.6 19.8 

65.5 23.5 

65.1 27.0 

----------------------------------------------------------------------..... --------
Source: IBRD Ieport, Jt,£.on<:mj.c MStnagemrult.,~ per~Qd 

of T&"~,SW, Statist! cal Annexure: Table 5, 
p. 3 9). .Qp. ill· 
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In the period after 1%5 t}'):! econany could no longer 

sustain high rates of growth of G!P which nCM fell below 

2 per cent per annum. The grONth in per capita income 

which was an average of 4. 2 per cent .r:er annum between 

1960 and 1965 fell to less than 1 per rent a year between 

1966 and 1973. In 1%6-68 and 1972 t~re was actually 

a fall in real per cap! ta inccme. 1 ruring this period 

the econany suffered fran innumerable problems. While 

investment as a share of GNP fell since the rates of 

saving remained !ewer than the rate of investment, it 

could not sustain tte high rates of investment as aid 

flt'om the west was disrupted (Tabie 4. 5). Moreover resources 

were diverted to defence. 

Table 4.5: _Q£os~_§22J.ng and Gross_l.Dvestment ~1' 
of GNP 

- Invest- saving-
ment --- ·- ---- -- --- ---

195 9/60 12.5 12.8 
1960/61 15.5 14.4 
1961/6 2 16.6 10.9 
196 2/63 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 
1968/6 9 12.0 12.9 ---- . ---

Source: Amin, G., Modernization of Poverty, E.J. Brill, 
Lei den, 1974-;~re- "2~. p. 5 T.----

-------------
1. IBRD Report, _!:!]yp_!__!:E2Ecrni C.2'!2!}2gement_ in_2_.P_~riod_E..f 

~sition,J·orn Hopkins University Press, Balt1m~, 
1980, p.4. 
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J.DY!JLtme.!!! 

While 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 lCJ~~~. (Table 4.6) Ho.-~ever a substan-

tial share of investment went for irrigation and drainage. 

Table 4.6: Percent_§~. 9t Gross Fixed Investment 

------------------
1955-

56 
l%0-

61 
1965-

66 
1970-

71 

Agriculture 4. 1 7.4 a. 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. o. 7 2. 7 

Housing 31.7 8.5 12.6 7.5 

Public utilities :i.O 3.4 3.6 4.7 

Other services 8.1 8.7 4.6 4.5 

Less expenditure for 
purchased land -2.8 -3.3 -1.8 -1.7 

Gross fixed investment 100.0 100.0 100.0 100.0 

Public n.a. n.a. 92.6 88.5 

Private n. a. n. a. 7.4 11.5 

--------------------·--------------
n.a. -not available. 

source: IBRD Report, ~onc:mic Management_i!2 a period~ 
~§ition,LS€atistical Annexure, Table 9 • 

. op. ~·· 
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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 

2 
could be extended only marginally. As a result by 19:>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 1954 

to t9SO the increase in the length of irrigation canals 

and drains was insigni fi cant - the length of irrigation 

canals grew from 23,471 kms to 24, 804 kms while the length 

. 4 
of drains increased from 12, 316 to 13, 330 kms. A sign!-

ficant increase in the investment on irrigation and drainage 

was seen in the 19SOs when it grew to more than 14 per cent 

of Gross Fixed Investment ir .. the country. ·It is of signi-

ficanee that 40-60 per cent of the investment went to the 

reclamation of unpopulated r:-:arshlands and desert fringes. 

The Aswan High Dam was built with a view to bring more than 

2 million feddans of arable land under cultivation. Irrigated 

------------~---
2. Only 616, 000 HA out of the total lcmd area of 34, 150, 000 

HA (a mere 1.8%) was arable in t9St-65. FAO Production 
Yearbook 1 rn6. 

3. FAO, Country Tables, 1988. 

4. Mead. D., .JJiowth an§ Struc;tural Chapg:~_.in ! he Egypti~ 
Ec~ ... 'l'tte-Tconom~·c-m-'dwtii O!ntre, Ya1e, Unlverslty, 
Illinois, 1967, Table 111- C-7, p. 3 31. 
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land grew from 2, 548, 000 HA to 2, 84 3, OCO HA during the 

5 sixties. The opportunity cost of this investment was 

virtual stagnaticn in tbia old lands. The benefit has been 

an added 621,000 feddans sinoe 1959 much of which is either 

not yet in production or has been abandCCled. After almost 

20 years of receiving half the investment funds, tbeir 

contribution to the annual value of sectoral producticm 

6 was some 3 per cent • 

.h.sl£iculture 

The long run rate of growth in aggregate agricultural 

production has been low. The figure for Egypt is 1. 3 per 

cent per year while for developing COUDtries as a whole it 
7 

has been 2.6 per cent. There are two distinct phases of 

the growth in agricultural produeti on. Between 1954-64 

the rate of growth was 2. 7 per oent per unum and it fell 

to 1.2 per cent per annum between 1964 and 19'71. (T•ble 4.7) 

The main crops of Egyptian agriculture are cot ton, 

maize, wheat, rice and berseem (fodder). Their indices 

of yields tor the period 1952-71 reveals that the imprO'lement 

during this period was impressive. Yields did Dot rise in 

s. 

6. 

7. 

FAO Production Yearbook, 19'76. 

Olddihy, w., _!gricultural Price Manageme1,1t in Egip~ 
.!?R• .£!..t.. pp. 17-18. 

Ibid. -



130 

Table 4. 7: Index of. Crop PrS?Quction _ 

1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
196 3 

1961-65 
1964 
1965 
1966 
1967 
1968 
1969 
19'70 
19'71 
197 2 

1957-5 9=100 
84 
82 
79 
76 
84 
80 
92 
89 
90 
98 
98 

104 
108 
89 

117 
119 

1961-65 = 100 

100 
106 
108 
105 
102 
107 
118 
116 
120 
122 
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the years corresponding to the first stage of the land 

reform, that is, between 1952 and the late 195Q's(Table 4.8) 

cotton, the most impcrtant crop performed badly until 

1957 when yields j-u~t tteqained the 1948-51 average level. 

The yields of wheat remained stagnant after an early riee 

in 195 2-4. The yieldS of maize did not improve in the 

1950s. Rice is the oaly major exceptioo to this pattern. 

By 1957, a 40 per cent increase in yileds had been achieved, 

but they tended to fall or stagaate after tha~ One of 

the major factors which contributed to the increase in 

yields, apart from public investment in irrigation ADd 

drainage and the spread Of new aeeds appears to be the 

consolidation of land and impro.ed cultivation practices 

under the cooperatives. e 

In the secaad half of the sixties hCMever there was a 

decline in agricultural growth rates. Richards arques 

tbat this was the direct result of the agrirul tural invest

ment policies of the Nasser regime. 9 These poJ;,ides had 

three main constituents, Qle, the construction of the 

Aswan High n.m; two, the emphasis on land reclamation; and 

three, the relative neglect of drainage. The share of 

8. Mabro, R., The Eqyetian EcODan,Y, .£P• cit., pp. 80-82. 

9. Richards, A., "Agricultural crises in Egypt•, 
Journal of ravel9J?!!!!nt Studies, April 1980. 
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Table 4. sa .AYer~e Yield ~r Feddan 
1950- ~ 

of .PrinciEal erg,e,, 

Year Wheat Maize Rice Cotton 

1950 742 900 1776 620 
1951 808 858 1275 i589 
1952 777 882 1381 693 
1953 865 920 1541 695 
1954 961 823 1835 647 

1955 953 932 2176 541 
1956 982 899 2280 583 
1957 g'/n c 848 2335 649 
1958 991 899 2083 681 
1959 974 806 2108 745 

1960 1029 929 2105 737 
1961 1037 1009 2126 506 
196 2 1095 1094 ~56 806 
1963 1110 1084 2313 806 
1964 1158 1165 2117 891 

1965 1111 1476 2109 791 
1966 1135 1509 1989 6 93 
1967 1035 1456 2121 743 
1968 1074 1478 2147 8Z7 
196 9 1018 1594 2146 912 

19'70 1163 15 92 2280 863 
19?1 1282 1539 2228 929 
1972 1304 1579 2189 917 

source: IBRD Report~ ~...M.C9l.~~t__,W 
.A....fer_iod of ~~-~tio?1 ~· cit ... 
Statistical ADnexure, Tab e 19. 
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agrieul ture in total public capital expenditure rose fran 

11.6 per oent in 1952-3 to 16.8 per cent in 1967-8. 10 When 

the Aswan High Dam was being constructed in the mid-sixties · 

.this share is estimated by some to have risen to 25 per c.ent. 11 

Most capital formation was in the hydraulic system (75 per 

cent of totu capital in 1 ~ 6) • 12 In fact, the Asw aD Dlm 

accounted tor almost a third Of all capital formation during 

this period. While the High D!m led to an ir:aerease in maize 

yields by 20 per cent, increased water allowed for a shift 

fran eotton into sugar and from wheat to rice in some parts. 

Despite the fact that yields of major crops rose dramatically 

there were two fundamental flaws in the agricultural i~avest

ment policies. First was the relative neglect of drainage 

and the second was a concentration OR land reclamation. 

D:ainage problems were essentially of two kinds. One, of 

lands .converted fran basin to perennial irrigation as a 

result of the High naiu and two, difficulties facing laDds 

already cropped year-rowad. Shortages of funds and engineers 

during the period of construction of the High Dam led tbe 

goverament to ignore drainage construction in those areas, 

postponing such works in the plans to 1970/71. Investments 

in public drains and pumping stations in tb:! D!lta which 

10. 

11. 

12. 

Ibid. -
Ibid. 

Ibid. -
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did occur were very inadequate because (1) water supply 

increased dramatically, (ii) peasant practioes were based 

on centuries of water scare! ty, (iii) water was free and 

(iv) because of the failure to construct small-seale drains 

t o eon ne et With the main di" ai ns. 

As a former Under secretary of Agriculture put it, 

• ••• public 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 narror-r strips of land adjacent to 

the public drains ••• • 13 

Given the high cropping ratios and the high rural 

population densities, government• s concentration on land 

reclamation is understandable. Heavy investments (sane 

£ E 154 milliClll out of total agricultural sector investment 

of £ E 208 million in 1~0..5 five year plan),· were 

allocated to such reclamation schemes as Tahrir province 

on the western edge of the D:!l ta.14 The results of the 

scheme belied the regime's technicians• hope that Egypt 

•escape the confines of the Nile Valley•. C'Osts per re

claimed feddan have been estimated at between £ E 480 arad 

13. Ibid. -
14. Ibid. 
~ 
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£ E 1000 in contrast to official government estimates of 

£ E t65 (one may ccmpare this to the per feddan cost of 

tile drainage of roughly £ E 46-50). 15 The neglect of 

drainage led to salinity and poor soil structure aDd tb.ls 

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 

feadans were marginally productive. 16 

One explanation for tte blunders made is miscalculation. 

For instance it was assumed that the new lands would be as 

fertile as the old and that the Aswan Dim would cause the 

water table to fall. But Richards suggests that miscal

culation was only part of the story]-7 Nor can myopia provide 

the explanation to the choice of land reclamation over 

drainage since, if drainage should have been postponed 

because of capital constraints, there was no reasoa 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. 

15. 

16. 

17. 

Ibid. -
Ibid. -
~-



136 

such a regime wa• unlikely to take the Chinese route to 

ag["icultural development by finding the solution to the 

complex problems of productioo in the old lands by insti

tuting a thorough going social transformation of the 

countryside. Nor was it li k.ely that such • bureaucratic 

and highly centralized regime would rely on providing 

decentralized incentive mechanisms, for instance, to 

indUce farmers to instal t~ir cwn field draills. Highly 

centralized responses were most attractive in a centralized 

government structure. In tte 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 ::·tre.J3t 

the fundamentally social problems of Egyptian agriculture 

as essentially technical ates. The regime could not involve 

the peasantry and could not provide adequate ineentives, 

leaving a centralized technocratic •new lands' approach as 

the only real optioo. In seeking solutions to the intra-

ctable proo1ems of Egyptian agriculture, the regime gave 

in to the temptatioo of denying the exister1ce of social 

and technical coostraints reaponsible for these prOblems. 

~ust£l' 

A considerable expansion of industry had already taken 

place between the thirties and the middle of the 
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fifties.l8 some acceleratiQl in industrial expansicc was 

accomplished under the 5 year plans since 1951. 19 Indus

trialization began in the food and cotton indUstries 

encouraged by danestic demand and the availability of 

raw material. Industrial enterprises in cotton giDning, 

pressing, spinning and weaving, sug~ trour-milling, 

beverages, td:>acco etc. were fOund even at the beginning 

of the twentieth century. At the outbreak of world 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 yWl!"n 95, 

shoes 90, cement 90, soap 90, furniture 80, matches so, 

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 conswner du.rables took place. Oil and fertilizer produc

tion increased and •en an iron and steel industry was 

established. 

20. 

Hanson and Mazrouk, D!Velopment. and Eca,5=!!'j.c Polig 
in the UAR, North Ho!lud Publishing Canpany, Amster
dam, 1965, Ch.S. 

Ibid. -
Ibid., p. 114. -
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The share of basic coosumer goods indUstries fell fran 

close to 80 per ~nt in 1947 to 50 per cent in 19'78. Inter

mediate goods like plastics and rubber and nitrogenous 

fertilizers were produced in the intermediate manufacturing 

sector and their share in value added in indUstry increased 

to more than· 40 per oent by 1970. The share of consumer 

durables and machinery and transport equipment did not 

increase significantly rising frcm o.s per cent iD 1947 to 

7.4 per cent in 1~ 9-70. 21 

Rates of growth in industry also witnessed two disttnct 

phases in the period under study. Between 195 3/4 aod 1963/4 

the rate of growth of value added in indlstry was 8 per cent 

and this fell to 3 per cent between 1963/4 and 19'73. 

(T~le 4. 9) 

,!,?reign Trade and Balmce of Pamnt 

Egyptian exports consisted mainly of agr icul tur al 

commodities while the bulk of imports were intermediate 

or capital goods tor incllstry. In the period under study 

Egypt faced a persistent balance of trade deficit. 22 (Table 4. 10) 
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Table 4. 9a Index of Mopufacturing Outpu~ 

Year 

1952/53 

1953/54 

1954/55 

1955/56 

1956/57 

1957/58 

1958/59 

1959/60 

1960/61 

1961/62 

196 2/6 3 

1963,164 

1964/65 

1965/66 

1966J67 

1967/88 

1968/6 9 

1969/70 

Index 

100 

108.2 

120.7 

129.6 

140.2 

152.9 

162.5 

175.9 

203.2 

224.7 

250.5 

280.2 

292.8 

-299.3 

2<;1'/. 2 

291.0 

301.2 

315.4 

Rate of 
Growth 

8.2 

11.5 

7.4 

8.1 

9.0 

6.3 

a. 2 

·15.5 

10.6 

11.5 

11.8 

4.5 

2. 2 

-0.7 

. -2.1 

3.5 

4.7 

sourcea Mabro & Radwan, The Ir~Ciustri<tliza tiDn of 
~.9.Y.PJ:_J2J 9-7 ].L-~IIsY. an~Per -f2_Ema!l(;:-
clarendon Press, Oxford, l:r/6, Table 5.3, 
p.87. 
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Table 4. 10: Bf1ance o{ Traaa, 195.2::1.) Cml. of us $) 

-

Trade Balance 

Exports (feb) 

cotton textiies 

Imports (cif) 

t9S2-5B 
Yearly 
average 

-135 

423 

345 

-558 

1959-66 t967-7 2 
Yearly Yearly 
averaCJ! l!erage 

-310 -335 

514 745 

362 464 

-821 -1080 

source: Albati et. al. (eds.), ..!!.2• ~., 
Table 2e' ,l,p. 22. 

Invisible earning from tourism anc the suez canal helped 

to make the balance of payment posiUcxa mQt'e favourable 

but still Egypt had to depend a lot on the aid she reeeived. 22 

As the table belcw shOofs Egypt received the largest share 

of foreign aid among the Arab nations till 1~4 (Table 4.11). 

Political considerations led the west to rechce aid drasti

cally after 1 ~7 aad this pranpted the Egyptian government 

to Clamp doWn on imports. consequently the rate at- which 

the external deficit was rising slowed down. The decrease 

in the inflow of loans into Egypt in the second half o£ 

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

--·-
22. Fran 1957 to 1964 trade as a proportion of national 

income ranged between ~ and 4 3 per oent and Egypt 
had accrued a debt of more than $ 2 billion. Marvin 
G. Weinbawn, Jmployment and Politics of us E~_snOmiS 
Ai~ westview, London, 19M, p. 2§. -
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Table 4.11: Long ~rm Econ.anic Aid (milli09 us §) 

- All D.A.C.i From u.s. A. 
(July 1, countries 
1945 - and Multi-
June 30, laterial Sino-soviet 
1964) Aqeneies Bloc eoaani ~ 

(Net 0££1- ments 
clal Rec:e-

1§g~-ipts onl~) 1954- 1954-
.to (1~4-69 64 69 69 -
JWwait - -20.2 -
Saudi Arabia 46.6 -31.6 - -
Iraq 46.6 55.6b 217 vo 487 

Libya 205.3 11.6b -
Egypt 943.1 231. </J 1282 452 173' 

Sudan 81.4 107.1 22 27 49 

Syria 81.9 . 47.0 231 V5 506 

Jordan 431.6 284.0 

Lebanon 78.9 65.6 - - -
-~----~-~-----------~---~----~---~~--~-----~--~~~-~--~----
Total 1915.1 1752 1024 2776 

-----------------------------------------------------
a - neve lopment Assistance COmmittee of the 

OECD whieh includes us, Canada, western 
Europe and Japan. 

b - 1~5-69 

Nil or negligible quanti tiea. 

source: Amin, G., The Modernization of Poverty, .21?· .£!_t., 
Table 1, p-;9:---- -
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Total 

. 1956-60 100.5 

1961-65 126.2 
1966-70 104.0 

1971-75 765.3 --
source: Alboni et. al. (eels.), !!R• .£!_t., 

Table 1. 4, p. 25. 

~ole of ltgricul ture in Industrialization 

Aqricnlture played a crucial role in Egypt• s growth 

and industrialization under Nasser. we shall now try 

to evaluate the contribution of agriculture to iDdus

trialization and establish that this contribution was 

made pos!dble by the agrarian refoans brought about by 

the new regime. 

The histortcal experience of present day developed 

nations shows that the contribution of agriculture to 

industrialization was crucial in providing food for its 

workers, raw materials for its machines, labour to work, 

a surplus to be inYestJed, mrei<pa exchange to import 

machinery and raw material and • market for its products. 

In the case of Egypt we shall try to establish that the 

contribution of agricultuxe was significant: one, iA 
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terms of exports, two, in pra~idiag a surplus for invest,.. 

ment in other sectors and ttree in a limited way in pro-

viding a market for manufactured goods. . Whereas in terms 

of exports agricul ture• s contribution can be· directly 

supported with evidence, in tenns of surplus p•roof of 

extraction of surplus fran agriculture exists but limi

tations of data dO not allow us to show how this surplus 

was being used. Available government accounts do not 

indicate the source and use of funds in this manner. The 

market provided by agriculture u~i:'ii mainly for fertilizers 

and can therefore be easily measured. We shall also look 

at the other ways in which agriculture might have contri

buted to the growth of indlstry. At each step an attempt 

would be made to examine whether this contribution was 

made possible by the aqrarian reform. The significance 

of the agrarian refonn does not lie in any particular 

measure - tte land refo.rm or tne cooperatives but in its 

conception and implemen tatioo as a large package Of 

related measures. The oooperatives were,. an essential 

canponent of the package and it is doubtfUl whether they 

would have been extended independently of the land dis-

t:ribution measures. 

A few agricultural credit cooperatives were founded 

before the First world war. By 1931 there were 539 co

operative societies of all 'kinds with a merra:>ership of 
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53, ooo. 23 The government helped the movement for coopera.. 

tivee by favourable legislation and the provision of cheap 

loans through Misr sank. Since loans were provided to the 

cooperative at lower rates of interest large ludowners 

began to join the cooperatives and secum control over 

them. 24 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 po.ier of the 

1 anded aristocracy in the countryside gave the new state 

the Opportunity to effectively implement 1 ts policies and 

exce~clse its power over the peasants. 

The new Jd.nd of multipurpose cooperative which per

formed services such as loans, supply, sale, and organ!-

zatica of production develOped a£te:' the Agrarian Reform 

Law of 1952 under which all beneficiaries of land redistri

bution were required to ~oin such cooperatives~ It was 

the extension of such cooperatives to the rest of the 

country which brought about a radical transformation of 

rural Egypt. The expansion of cooperatiYes was ·.clearly 

integrally linked to the land reform. 

23. 

24. 

Is sawi, c.,_ EqvP t in Revolution, OJP, London, 196 3, 
p.164. 

Ibid. --
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,!mport.J 

The importance of exports for a newly industrializing 

country lies in the fact that exports earza foreign exchange 

which is crucial for import of machinery and raw materials 

required for industrialization. Export earRings were parti

cularly importaat for Egypt since it adopted a strategy of 

industrialization which was likely to be more import inten

sive in the short run as it emphasized import substitution 

in consumer durables and capital goods. 

The possibility of export-led growth was not envisaged 

by the new rulers for Egypt because it was felt that Egypt 

had no cost or quality adVantages in the highly canpetitive 

world market. In 195 2 manufacturing was dOminated by agro

based indUstries mainly fOOd processing and textiles. 

The strategy of indus trial.ization chosea placed greater 

emphasis on import substitution in consumer durables, 

metallurgical products, inputs utilized by industries and 

capit~l equipment which untU then were Of little signi

ficance in the manufacturing sector. This meant investment 

in new areas and a greater need for foreign exchaDge as 

these industries are likely to be highly import intensive 

initially though even by 1967 the import content of total 

iAputs was 3 3.4 per cent. 25 

---------------------
Mabro, R. and Radwu, s., The Industrializa_t:!on of 
Egypt 1~9-73, policy and performance, clarendon 
Press, ford, 1~6, TaSI~- 12."7;-p. 209. 
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Large proportioos of agricultural requirements of indus

tries were also imported. Even by 1967 the food industry 

imported 90 per cent of its direct requirement of agricul

tu__ral inputs. The cigarette industry imported all the 

tobacco used since the cultivation of tooacco was prohibi-

ted in Egypt in the nineteenth century to facili tete the 

imposition of taxes which were more conveniently levied in 

the custans house than on the field. The leather industry 

relied on imports of some 45 per cent of its inputs mai~aly 

hides and skins. In 1957, indUstries spent£ E 155.8 million 

on agr icul tur al input s, and more than 50 per cent of that 

amount was accounted for by imports. 25 As the table belcw 

shows more than 70 per cent of Egypt • s imports were producer 

or investment goods (Table 4. 13). Imports continued to be 

crucial to Egyptian indlstry. In 1967 fuels. intermediate 

commodities, raw materials and capital goods together 

accounted for 84. 3 per cent of Egypt• s imports. Z1 

27. 

Ib.t.ct;· --. 
When total imports added up to £ E 344.4 million~, 
fuels accounted for£ E 21.3 millions intermediate 
Commodities _ - £ E 116.5 millions, raw materials 
£ E 87.6 millions and capital goods t E 65.0 millions, 
UAR Economic survey, T~ Mig~~~~~!_~2--~~~~-~;:ica, 
126 9-70, Europa Publicat!cn Ltd., ~ndon. f 80 ?J 
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Table 4.13: COmP2sition of Imports 00 

1948-50 195 3-55 

Consumer goods 33.6 29.1 

Producer goods* so. 2 45.5 

Investment goods** 16.2 25.4 

1956 

36.1 

38.3 

Note: * PrOducer goods includes fuels and lubricants 
and cereals for milling and other processing 
or seed or fee dl 

** Investment goods includes maehinery and- equiP
ment. 

]l'PEili 

In 195 2 the bulk of Egypt • s exports consisted Of agri-

cultural prOducts whieh accowated for more than 90 per cent 

of her export earnings~ the most important export crop 

being cotton whieh accounted for upto 87 per oent Of 

28 Egypt's export earnings. 

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. 

-----------
28. Mabro, R. a.Rd Radwan1 s .• ~· .£!,!., 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 t%7). Its yields .. ,,r:e 

also rising, averaging about 50 per cent above their pre

World war II levels. Rice production reached a record 

in 1967 (at 2. 27 million tons) when experts brought in 

£ E 29.8 million in foreign exchange. This record was 

apparently exceeded in 1958 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. Ho.tlever the significance Of Egyptian 

agriculture did not decline as a 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 Expofi:_.!arninqs, 
"Seiected years 

Year 

1946 
195 2-53 
1956-57 
1959-60 
196 4-65 
1966-67 
196 9-70 
1973 

Export s fiar e 
of textiles 

0.3 
3. 3 
8.3 
9.7 

14.0 
19. 2 
16.7 
17. 1 

Source: IBRD Report, Econanic Mar,ement in a period of 
_!.£~~i;_tj on, _§p;- s.f:€·~--Tab e -rr:-s-,--p-.-244.------

29. U.AR, EcooQnic survey, The Middle East and North Africa, 
_t~-~-7_o, ..3>· -~~· r 16()r-----------------------··---
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Almost 55-66 per cent of manufactured goods exports 

have been accounted for by textiles sinoe the late 1950s. 30 

Moreover textile exports have grown at • rate of grONth 

of 13. 2 per cent ..rhich is close to that of manufactured 

goods (13. 3 per oent) 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 eccocmy spe

cialized in the exports of a primary ccmrnodity into a 

modern economy which possesses its ONn 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 agriculturu products which became important export 

items during this period -were fruits, £lONers and vege-

tables. 

]..9J.e of ~rar ian R~t9!'ID 

While the land reform created a class of peasantry 

capable of investing in land the coeperatives gave the state 

30. Mabro, R. and Radwan, s., op. cit., p. 2()6. 

Ibid. -
Ibid. 

lE.!_d., p. 219. 
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Table 4.15, .Yalue,o£ Manufacturin~.E,9rts j£ E QQOs) 

--
Year Food cotton COtton Total 

yarn £~rica ----
1951 24 94 6~2 62() 15483 

1953 2158 2566 4cr/ 12276 

1955 2149 4383 999 13616 

1958 2317 7083 4596 24566 

1961 5110 7727 6139 30707 

1%3 4501 18187 9006 50648 

1965 4593 31092 11677 75586 

1966 6202 30879 13476 78706 

1968 5211 29922 14521 79799 

lcr/0 6286 25629 18132 10466 2 

---
source: Mabro and Rad-Ian, .92· cit:., Table 13. 5, --p. 220. 



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 t~ 

hands of tre state to gain control over agriculture. They 

succeeded, not only in orienting producticn tOflards the 

requirements of exports but also in becaning 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 groundnut s. starting in 195 3 the 

cooperative marketing of cotton accounted for the entire 

volume of cotton marketed. by 1~5. Rice which was the 

major foreign exchange earner after cottoo and represented 

Table 4. 16: _0':>9J?!rative Marketin,g of sele~d EXj?,Ort 
crops as a pe;r cent of total ou!eut.i ~ 2-70 

Agr i cultural Cotton Rice CO ions Ground- Sesame 

-- years nuts 

1~ Z/63 42 
196 3/64 60 
1~4/65 100 36 ~ 23 
1965/66 100 50 31 25 31 
1~6/67 100 52 29 55 80 
1967/68 100 48 33 59 70 
1968/6 9 100 47 46 n.a. n. a. 
1 ~ 9f70 100 49 28 60 80 

source: A. Fadil, 2£· .£!.!., Table s. 2 and s. 3, 
pp.86-7. 



about 12 per cent of the total export earnings in 1970 

was covered by the cooperative marketing system almost 

to tb:! extent of 50 per cent of the tot_al output of rice. 

The quantity of onions marketed cooperatively reached a 

peak of 46 per cent of the output in 1~8/6 9. ~ring the 

second half of the sixties cooperative marketing accounted 

for upto sixty per cent of the output of groundnuts and 

almost 80 per cent or more of other important export crops 

like flax straw and sesame. 

Not cnly did the cooperatives 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 amcng 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 production of rice were the 

increased availability of water .and the land reclamation 

in the Nort tern I:el ta. 

The emergence of fruits,vegetables and flowers as 

major export cQnmodities was also made possible by the 

agrarian reform. The agrarian reform, as we have seen 

in the prPv ious chapter, enablt";:d the growth of profit 

making capitalist farmers who could invest in agricultural 
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production. Such crops which required large investments 

and have long gestation periods could be gra«n only by those 

with the capital and the incentive which the capitalist 

farmers, for instance, possessed. The table bel<7tl sh011s 

the increase in the area planted with vegetables and fruit 

trees in this period (Table 4.17). 

Table 4.17: Area planted with Vegetables and ·Fruit 
lre!_§ (t,housand feddans) -

Year Vegetables Fruit trees ---
1952 261 94 

1960. 513 131 

1965 629 187 

19'70 717 244 

Below we can see the importance of agricultural 

produce in exports (Table 4. 18). However this is not a 

comple·te picture since it leaves out the export substi

tution of raw cotton that was taking place. Even while 

agrirul tural products fell as a share Of exports, cotton 
grew 

yarn and textllesLin importance thus maintaining the 

significance of this crap. We thus find that agriculture 

had a crucial role 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 parti-

cular and the agrarian reform in general. 
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Table 4. 18: ~L..!J.lJxi?ort Earning:§ 

- Agricul turai Year Raw Rice 

------ --- cotton 
~ ---- NOJiu.£1 s 

1950 84.6 4.2 91.0 

1951 81.0 7.1 89.8 

1952 87.3 0.6 90.4 

195 3 8S.o 88.7 

195 2/3 84.0 92.1 

195 3/4 82.8 0.5 90.5 

1954/5 72.7 3.5 86.3 

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 

1959/60 70.8 2. 5 77.6 

1950/1 64.4 6.6 75.3 

1961/2 58.8 1. 8 67.3 

1 :)5 2/3 5 2.5 9.6 6 9.6 

196 3/4 49.2 13.1 67.7 

1~4J5 55.9 s. 1 6 9.6 

1%5/6 55.9 8.4 6 9.5 

1966/7 48.8 10.3 65.9 

1967/8 44.5 15.9 65.8 

1968/9 39.4 17.3 64.0 

195 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 & Radvlan. ..2P· sft., Table 13.4, 
p. 218. 
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Even the impressive contribution made by Egyptian 

agriculture to exports was insufficient and Egypt re,quired 

more from the outside wOft)..d, 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 fran abroad 

till political deVelopments led to a cut down in western 

aid and the government had to take extreme steps to limit 

imports after the June 1~7 war. The cut down in imports 

led to the <Evelopment of excess capacity in industry owing 

to lack of raw material and spare parts. A~ a result an 

acute recession tool< place in Egyptian indlstry • 

.§~.el~.§ _J:xtract ion 

The scope tor direct taxation of agriculture in Egypt 

was limited, fi.cst because it created discontent amoog 

the farmers 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. D.lring 

this period the amount of direct tax on land holding 

collected by the state amounted to less than 1 per cent 

of the Value Added in agriculture. 34 

34. Atwed, s., Public Finance in Egy~t, world Bank staff 
working Paper No.b 39. 



Another method of extraction of surplus from agricul-

ture is through a movement in intersectoral terms of trade 

against agriculture. The governnent could either manipulate 

the terms of trade bet~een agricultural output and inputs 

or between agricultural output and consumer goods which 

farmers usually bought from the manufacturing sector i.e. 

tax fanners• consumption. 

Terms of Trade -----........ -.-

A study by Fadil shows that domestic inter sectoral 

terms of trade did not turn greatly against agriculture 

during this period. He looks at both the terms of trade 

betdeen agricultural output and manufactured consumers• 

goods. Agricultural output includes cotton# rice# wheat, 

maize, onions and sugarcane 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 cetton and wool textiles. 

Fadil chooses 1950 as the base year to construct the 

indices of the terms of trade because it represented a 

turning point in a number of governmental policies coocerning 

agricultural prices as well as marketing. At the same time 



Mo~'t'nll'fl t in tams of trade for tht• axricultural St'ctor { rhrct'·rcar m urllr,l: a l'<'rax,•s. 
I Yo0/6::-J ~68/70) 
(a) Terms of trade between agricultur~l output and manufactured agricultural inputs 
(b) Terms of trade between agricultur~l output and manufactured consumers' goods 
(c) Overall index of terms of trade between agricultural output and manufactured 

goods 

Index of terms 
of trade 

160 

150 
(a) 

140 

130 
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/ 
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/ 
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,----1970 weighted 
/ 
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::::..:::::::.::=.:::::.;::::..:::-~--100 
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90 
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_______ ,._ 
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1970 weighted 
Base-year weighte.d 

1960/62 1962/64 

(c) 

---
1960/62 1962/64 

1964/66 

...... ----
1964/66 

1966/68 1968/70 

,..---- 1970 weighted 
..,... ...... 

__._..- Bas<::-year w.:ighte•.stl 

I 966/68 1968/70 
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1 rr/0 weighted index numbers are also constructed. 35 The 

results sho.-~ that the use of different base years, or rather 

different weights, affects only the magnitudes of the aggre

gative in<i!x numbers while the pattern and the direction 

of the movement of the terms of trade for the agricultural 

sector remain the same. Oler the sixties the weight of rice 

almost dQ.lbled 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. 19). 

According to Fadil's estimates-the terms of trade 

between agricultural output and manufactured consumers' 

goods have been stable after the mid-sixties be fare which 

they deteriora~d slightly, and that between agricultural 

output and manufactured inputs (mainly fertilizers) was 

favourable to agriculture. 

Another estimate suggests that betY~een 19:>5 and 1975 

the price of inputs into the principal crOps - cotton, rice 

and maize were rising faster than the price of output. This 

can be seen in the fOllowing table {Table 4. 20). Between 

1960 and 19'70 there was clearly a fall in the aet profit 

per kantar of cotton. {Table 4. 21). 

35. Abdel, Fadil, 2E• .£Lt., Appendix.E. 



period 

1960-2 

1%1-3 

1%2-4 

196 3-5 

1964-6 

1%5-7 

1966-8 

1967-9 . 

1968-70 
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Table 4.19: Indi£!s of Terms of Trtge for the Aqricultlrfl 
sector.::l§D. a thr~e-_!! ar movlng .av!,!age bas .§ 

"Terms -of trade· between Terms of trade bet,een 
agricultural output agricultural output and 
and manufactured inputs manufactured consumer 

aase:--
weig_h~ed 

99.6 

98.0 

99.3 

100. 1 

103.8 

111. 3 

120.9 

131.4 

131. 3 

· 1Mo --
wei_gp~.§-

101.0 

100.0 

101.2 

10 2.5 

106.7 

118. 2 

133. 1 

14 9.5 

149.5 

goods 

Base
weighted 

95.3 

95.9 

93.5 

92.6 

90. 2 

91.0 

91.5 

92.5 

-19'70 
weJsht!g -

98.4 

96. 1 

96.4 

93.3 

93.5 

92.5 

94.1 

95. 1 

Source: A. Fadil, ..21?· ..£.!!.I Table 5. e, p. 100. 

Overal index of terms 
of trade between agri
cultural output and 
manufactured commodi
ties 
Base
weiahted 

89.1 

86.4 

86.4 

98.3 

90.5 

97 .s 

(970 
weiqht.e_§ 

94.4 

88.9 

86.0 

88.1 

91.0 

94.6 

98. 1 

101.6 

100.7 
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canmodity Output Input Difference 

-------- ----
aerseem a 

11.0 5.ob 6.0b 

Rice 5.4 7 .. 1 -1.7 

Wheat 6.8 5.2 1.6 

Maize 6.0 6.3 -0.3 

Cotton 3. 7 5.6 - 2'. 1 

-------
Note: a. Actual Prices (per cent per feddan) 

are av.iilable for some Y!!ars only. 
Missing data were approximated by 
using meat price indices. 

b. Estimated. 

source: IBRD ~port, ~S9!!9!!l.!S_~2E2g~~_g!}~-.!!L2 
Pe r:-iod _s>_f _ _'!'_£~.§it_!_9!!, .£!?• s.!.!•, Table 10. 3, 
p. 207. 



Year 

1%0 

1961 

196 2 

196 3 

1964 

1965 

1966 

1967 

1968 

196 9 

1970 

160 

Average 'Yleld Value of production per Proan- N"e€ 
price per .fi.§.£s!L_ _______ _ costs per yield per 
per feddan Value of Value of Total £ E * feddan 
l<an tar (kant a- CottOiil firewood £ E 

£ E __ ___!~.>----.--~£~E~------~£~E~ 

15.040 

1'4. 580 

14.840 

15. 240 

16.840 

16. 120 

16. OS 2 

17.04 2 

17.46 3 

16.040 

18. 190 

s. 20 

3. 21 

5.12 

5. 12 

5.66 

5.02 

4.40 

4. 7 2 

5. 25 

4. e5 

5.48 

78. 210 

45.800 

75.780 

78. o3o 
95. 310 

80. 922 

70.6 29 

so. 4 38 

91.6 81 

87.4 94 

99.6 81 

1.400 

1. 500 

1.500 

2. 280 

2. 200 

3.370 

3. 087 

3.897 

3.6 23 

3. 563 

3. 214 

79.610 45.245 

4 3. 300 

77.480 

eo. 310 

97.510 

4 9. 700 

51.840 

54.5 90 

57.681 

83. 95 9 6 4. 375 

7 3 • 7 16 7 1. 25 9 

8 3 • 3 35 6 9. 9 20 

95 • 304 7 0 • 5 90 

91.057 73.590 

102.895 75.660 

£ E 

34.365 

(-) 1. 400 ** 
'&> .640 

25.7 20 

3 9. 829 

19.584 

2. c15 7 

13.4 15 

24.714 

17.%7 

27. 235 

---------------------------------------------
* Inclusive of rent per feddan. 

** .DJ.e to heavy damage to the cotton crop inflicted by pests in 
1, 96 1/6 2. 

source: Price Planning Agency, Memo No. 11: Report on Cot ton (Cai.ro: 
May 197 2), Table 17. 

Cited in Fadil, ..21?• ..£!!.,Table 5.7, p.~. 

Net --
profit 
per 
kantar 
£ E -- -
6.60 

5.00 

5.02 

7.04 

3. 90 

0.558 

2.84 

4. 71 

3.60 

4. 97 
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Since the figures in the table are in current prices 

and during this period {1~ 1-6 9) the annual rate of inflation 

in the Egyptian econcmy was 3. 2 per cent per annum, 36 this 

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

Falling profitability apparently had adVerse effects 

on the production of cotton and farmers did not confor-m to 

the product.t.on plan set for them. As a result the governnent 

raised cotton procurement prices between 1954/5 to 1~9/70 

in the range of 10 to 22 per cent. 37 The price of extra long 

staple cotton, the most important export crop, tended to 

increase at a much higher rate· than that of 1 eng 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 

1%5-7 5 the price of cot ton increased only by an average of 

38 
3. 7 per cent per annum. 

However even if the manipulation of terms of trace 

did help to transfer resources out of agriculture, it was 

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

extraction. 

-----------------------
36. 

37. 

38. 

worldEconarnicsurvey, 1971, UN, Table D.7, p.93. 

Ahdel Fadil, .3'• .,£llu p. 93. 

IBR D Report, ~.9.Y.P.f.: _ _!:~,i c_~.2E.2£~eE_!_ in _ _i'_!>~E iod .21 
.!E~si_!io,E, ..?l?• _£J ... Tab e 1u. 3, p. 207. 



Indirect Taxation ----- . ---.-... 
The chief instrument in the hands of the state for 

the extraction of surplus from agriculture was the indirect 

taxation of agriculture. The two major schemes on which 

this indirect taxation was based were: (.1) t~ compulsory 

procurement at controlled prices and (2) determining crop-

ping pattern through area restrictions. 

The following table sh0oo1s the different conbinatioos 

of the two schemes for the major crops. Since cot ton 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 enormoos profits by 

virtually becoming a middle-man who bought the produce 

at low danestic prices and sold them at the high inter-

national prices. One can draw a compariscn with the mercan-.. 

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-eccnQnic 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 pcoductian • 

..f2.tl.2D 
From 195 3 onwa.J;" ds t~ Egyptian cotton Comrni ssi on (ECC) 

exercised control over prices and trade in cotton at a 



re-ar· -Proct"Liairs1 - Average ----ci> I(;-;- Government'S-ouantities 
price export profit mar- exported 

Total govern
ment revenue 
(£ E millicn) (£ E per price gin per (000 met-

metric (.£ E per kantar (£ E) ric kan-
kantar) metric tars) 

_.:__:: __ :nr:-::::: ~:c~i:_:~ :_:_: :_: ,_]J_:-_:=:]41 :::_~__:J§r:.::: __ ::_:-:_J§r-== 
1960 15.0 18.0 

1~1 14.5 18. 1 

1~2 14.8 16.7 

196 3 15. 2 18.8 

1~4 16-. s 19. 2 

1965 16. 1 22. 3 

1966 16.0 20.8 

1~7 17.0 20. 2 

1968 17.5 21.8 

1~9 18.0 25.3 

1970 18. 2 26.0 

83 3. 0 

81 3. 5 
89 1. 9 

81 3.6 
87 2.4 

92 6.2 

77 4.8 

84 3. 2 

80 4.3 

71 7.3 

70 7.8 

a, 49? 

6,740 

5, 010 

6,447 

5, 835 

6, 843 

6, 848 

6, 043 

5, 194 

4, 760 

6,438 

25.5 

23.6 

9.5 

23. 2 

14.0 

4 2.4 

3 2. 9 

19.3 

22.3 

34.7 

so. 2 
--------- ------------ ...,__~------------------------------~-

Average annual g011ernment revenue. 2_7. 0 

source: col. (2): central price Agency, Cotton Report, Table 2.8, 
p. 105. 

col. (5): central Price Agency, Cotton Report, Table 24, 
p. 98. 

Cited in Fadil, ..2l?· ..£!.!:., Table s. 9, p.t04. 



Cotton ECC buying prices, domestic selling prices and export prices 

-: [allaris 
i per metric kantar 

140 

130 

120 

110 

100 

90 

80 

120 

110 

100 

90 

80 
70 

80t 
70 

60 

Giza 45, G/FG ... 
• • · • • Export price 

--------.~·.:..:..:..:a-~.-:-.--::----
Buying price 

-Domestic 
selling price 

\lenoutl, G/FG 

--------:- :.:_:.:_:...:....t-. rr-.L.·~_::__---

Ashmouni, C 

1961/2 19635 1965/6 196 i i~ !969/7( 
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naticnal level. In 1961 cotton trade was nationalized elimi

nating the handful of powerful dealers who controlled the 

Juture market. Since 1952 when the ~n exchan_g~ in 

Alexandria was closed the ECC has bought cotton at fixed 

prices, and fi.xed selling prices for both export and local 

coosurnption. 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 governme-nt sold to either danestic 

spinners or in the internatiooal market. This implied a 

considerable margin of profit for the state. (Table 4. 22) 

It can be seen that while the canestic selling price 

remained constant throughout the sixties and the export 

price fluctuated since it was determined by the state of 

international demand, the price paic to producers over the 

period 1951/2 to 1966/7 remained much below and increased 

increased in the range of 6-11 per cent (prices paid to 

fanners differed with the grade and variety of cotton). 

The agriculturalist was being paid between 70 to 80 per 

cent of the worlc market price for his cotton crop. The 

revenue fran cotton alone not only covered all state expendi

ture in the sector but also left the government with a 

surplus. For example, during 1974 the transfers to Treasury 
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of Cotton organization were £ E 136.B million. The diffe-

rential between foreign and danestic prices was responsible 

for most of the gain. The weighted average export price of 

cotton lint rose by 118 per cent - fran £ E 550/ton f. o.b. 

in 1972 to £ E 1201/ton in 1974 while the producers• price 

rose by only 21 per cent during 1972 and 1974. 39 As a 

result of the use of overvalued exchange rate and frQn 

price differentials in terms of local currency, the direct 

state revenue net of all payments to growers from cotton 

sales alone was £ E 313.8 millions. In this year the sum of 

all direct and indirect produeer subsidies was £ E 106.4 

million. This included all explicit subsidies on all crops, 

tbe cur rent expend! ture of both the ministry of agriculture 

and of irrigation to provide water and services, plus 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 

Of 
export__:rice which was the second most important foreign 

exchange earner tor Egypt. This can be seen in the following 

table {Table 4. 24). D.lr ing the sixties government • s profit 

margin was almost 45 per cent. EVen when world prices rose 

39. a.tddi hy, 'li., lf!ri cultural Pr ic.!t,_Manaqement in Eqyp~ 
2R· .£!!., p. 1 • 
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Table 4. 23: Net Effect of Cotton Price Di.ff~E!'ntial.§ 
1 ~3-74(£ E milTicnl 

-------·--~~-------
----Item 

-------------------------------------------------------
1. Transfers to treasury of cotton 

organ iza ti oo 
2. Exchange rate gains 
3. Total transfers out 
4. Direct subsidies 
5. All Public Sector investments in 

agriculture 
6. current expend! ture of Ministry 

of Agriculture 
7. current expenditure of Ministry 

of Irrigation 
8. Total transfers in 
7. Net flCM 

----------------

64.e 
114.0 
178.8 
15.8 

51.0 

18.4 
101.6 
-Tl. 2 

136. e 
177 .o 
313.e 
12.7 

54.0 

19. e 

Source: world Bank Calculations from official data 
IBRD Report, .21>• £!!., Table 10. 7, p. 212. 

Table 4. 24: E!~-~~latic:ns.hip§_and Government Profit 
'!largins_ for bread ric~, 1%5-7.Q 

Season G'ovt. Tota1~verage Govt. ~~ ( 
3

) Total 
laying cost export profit Quanti-
price per ton price margin ties 
per ton of ble- per ton expor-
of rice. ached ted 
in husk rice • (000 

Total 
9011 t. 
revenue 
(£ E 

million) 

------ (£~ E} _ (£ .&_ (£E~ (£ E2 [1 iJsl.. . ']11 __ _ ____ JJ.L_==m::_ : C3I ___ 1TI _ _ 1?__ : : _____ 1 __ 

1965/6 22.0 35. 2 6 2. 1 .26. 9 43 287 7.7 
1%6/7 25.4 36.4 65.1 28.7 44 275 7.9 
1967/8 25.4 38.8 6 9. 5 30.7 44 395 12. 1 
1968/9 30.0 4 3. 8 81.4 37.6 46 498 '18. 7 
196 9/70 30.0 45.4 7 3. 1 V.7 38 707 19.6 
--------------- --- ------ -------

Source: 

Average Annual government revenue. 

inclusive of costs of rice milling and export pre
paration cOsts per ton of exported rice. 

price Planning Agency1 ~R.~port on Rice, Table 43 
and 81. Cited on Fadil-;k't'able 5.10, p.lOS. 
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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 ~8. 

per cent increase, farm gate prices for rice had risen by 

only 3 per cent over the whole period since 1 ~8. 40 

In addition to the revenue frcnt tax on rice and 

cotton7 the government obtained revenue from the 50 per 

cent tax on onion exports as well as the differentials 

on the value of orange exports. Similarly the revenue 

fran the- relatively low proc.urement prices of whea~ 

!llai:ze and sugar must be included while taking into account 

transfers from agriculture to the state treasury. (Table 4. 25) 

Table 4.25: Average Government Procurement Prices 
ana AverageFree:~1""ar"ket Prices..c Selected 
cro"P.§:1~1=.§.§ - --

crop 

i-'Jhea t (per ardeb) 

Rice (per dariba) 

Onions (per ton) 

---------------------

Average 
price for 
compulso
ry pur
chases (£E) 

4 

20 

11 

Average 
price for 
free 
retentio... 
ns (£E) 

5.1 

40.0 

16 .s 

Price-
differential 
(per cent) 

27.5 

100.0 

so.o 

source: A. Fadil, .21?· .£!.1:., Table 5.5, p. 89. 

40. 1£Ld. 
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Despite the large magnitude of transfers from agricul-

ture to the state it has been argued that the squeeze was 

not on the farmers. Fadil argues that the policy package 

did not result in a dt'astic diversion from the farmers 

since even before Worle war II and durilag the fifties 

producer prices were much lcwer than· the export quotations. 

It was the gianing mills and the intermediaries w.lo had a 

margin of as much as 50 per cent in the trade. Thus the 

new policy package led to a diversion of surplus from the 

hands of the traders to the state treasury. 41 

!igle f?J asp; ar iap r~ form: 

The agrarlaD reform ccnsisted Of not only the land 

reform which created conditions tor an increase in produc
and 

tion_'surplus but also included the cooperatives which 

served as that crucial link between the gcwernment and 

the farmers that allCMed the government to effectively 

pursue its policy of prorurement of agricultural output 

at tax-inclusive prices. They permitted the state to 

effect area restricti~s and encourage production of 

export crops since cultivation on the cooperatives was 

supervised by a representative of the government. Land 

was divided into strips and each fanner had to conform 

to the product! on plan set for him. While there were a 

few richer peasants who managed to get away without doing 

41. A. Fadil, .£P• cit., - p. 106. 
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so by bribing the officials or using their social links, 

most farmers conformed to the acreage plans set by the 

cooperative despite the disincentive of low procuremeRt 

prices. As the graphs below reveal, the standard acreage 

response of a redUction in acreage with a fall in price 

was not foun~ in Egyptian Agrirul ture. This fact is also 

confirmed by a World Bank ~udy which found that neither 

absolute non-relative prices of either canpeting or canple

mentary crops can explain variations in planted area. 42 

Apart fran area restrictions it was because of the 

effectiveness of the cooperative marketing system that the 

government could procure crops at the low prices it paid 

to the farmers. Even though there were some farmers who 

defaulted,- their number was relatively small and so one 

can conclude that the state was 1 argely successful in the 

41 implementation of its procurement policies. '"' 

Moreover, the cooperatives served as the only source 

of inputs and credit. This had two major implications. 

First, sinre farmers took. credit for inputs there was an 

increase in the cash requirements of farmers. To obtain 

the required cash farmers sold a greater part of their 

output in the market. This helped to raise tne level of 

4 2. 

4 3. 

~a. 
A-ho u.:t 

In 197 4 L 180,. 000 fanners paid fines rather th8Jl 
supply the required amount of cot ton. lli.j.., p. iv. 
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marketable surplus. This was important ODly for the supply 

of food and fodder crops which the farmer could either 

consume or sell in the market. The entire output of cash 

crops was already being sold in the market. In the latter 

case the farmers increased the quantity marketed by increas

ing the quantity produced. 

Second, since the cooperatives distributed inputs at 

controlled prices as well as provided the farmers credits 

to buy these inputs, yields were not affected either by the 

rise in costs of production or imports of fertilizers etc. 

or scarcity of funds for wo~king capital requirements. Hic;her 

yields and greater production helped the government in its 

attempt to maximize and mObilize agricultural surplus. 

As far as direct investment into indlstry is concerned 

Issawi notes that ooe cbjective of the agrarian reform was 

to divert capital from agriculture to indlstry by dis

couraging further 1 and purchases and by allowing landlords 

to use their bonds for investment in approved enterprises. 

The latter aim was not at all successful and the capital 

that was diverted went into high-incane apartment houses. 

Consequently the government had to pass a law in 1956, 

limiting investment in building. The Agrarian Refarm 

Committee itself did, hc:Mever, invest some of its funds 

in various industrial projects, notably the fertilizer 



. 44 plant at Aswan. 

· Market: ---
The rural market for industrial prodlcts consisted 

of both the market for coosumer goods and manufactured inputs 

into -agriculture. 

Since private consumption appears as only a residual 

term in the Egyptian national accounts no aggregate figures 

are availab1e for rural consumption. The sample surveys 

of household consumption carried out in 1958/5 9 h~ever 

reveal the familiar pattern of expenditure distribution, 

with the percentage expenditure on food falling, and that 

on durable ccasumer 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. D.lring this period the expenditures on consumer 

durables seem to have increased more than the increase in 

the average expenditure per household. This is accounted 

for by the relative increase in the ntiTlber Of households 

in the higher incane categories. (Table 4. 26) 

Even though such expend! ture seems to have risen we 

are aware that one cannot take this result at face value 

because of two major reasons. The first is that all estimates 

44. Issawi,. c., !=gyp'!: in Revolu~, aJP, London, 1953, 
p. 16 3. 
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- ,___ 
N\iiiSer -PerceBtage '!'<>tat expert.: Average 

total of ho- of expend!- diture 01'1 
ex pen- use- ture on durable con-
diture holds durable surner goods 
per consumer 
house- goods 
hol~ (1 (2J nr- (4, ·-

1958/59 147.7 3037 8.6% 38576.6 

1364/65 224. 17 4480 D. a. 86368. 2a 

------
D. a. - not available 

a - by using 1958/9 figure for col. (3). 

Source: A. Fadil, .2IJ• _9it., 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 increase in real terms. The second reasoa 

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 1364)65 due to price changes. Even then 

dlring this period per capita inccrne rose rapidly (Table 4. 27} 

and thus it is not unreasonable to asswne that given the 

pattern of expenditure there must have been a rise in 

expenditure en ccnsumer durables in the rural market. 

Let us nON look at the rural market for manufactured 

inputs into agricultural prodUction. The most important 

of these were fertilizers, pesticides and tractors most of 
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the requirements of which Egypt imported in 195 2. 

While in 1952 Egypt imported more than 3/4th of her 

requirement of fertilizers the strategy of import substi

tution encouraged the growth of a domestic fertilizer 

industry. Fran 1%1 to the early 19'70• the infant danestic 

fertilizer industry was protected by a naninal rate of 

45 between 9 per cent to 87 per cent. As a result by 

197 2 Egypt had six fertilizer fact or ies with a total 

production capacity of L800,000 tons. 46 Danestic promo

tion concentrated on nitrogenous fertilizers while also 

producing phosphatic fertilizers to sQne extent. By taking 

four year moving averages it can be seen that the share of 

danest ic production vis-a-vis imports was rapidly increasing 

over the period 1957-68. 

Table 4. Z1: ~ricultural Per Capi!2 In cane ( £ E) 

--------------------·----------------------------
--·-------· __ ,-.... 01=~ ~ ... r.-;~;.._t._!f~{--·f_c[_e_[s __ [ _: :_ ..... lr:..;;;g.-.3 .._9 _Fft_i_•r;.e_· s-~--' _ 

1952 
1955 
1957 
1959 
196 2 
1964 

19.3 
22.2 
23.7 
25 
22 
28.7 

6.1 
7.8 
a. 2 
8.3 
7. 2* 
9.6 

----------------------------------------------·--------

45. 

47. 

* This figure reflects the failure of the 
cot ton crop in the fall of 196 1. 

source: watebury, J., .9?· .£!_t., Table 10.1, p.208. 

Ezz-el-dine Hammam and M.G. Abu-el-Dahab, Fertilizer 
Distribu~on_in the Arab ReP-!blic of ~gy~t-;-ed.-byEric o. O!!gula {Paris: OECD .D::lvel epment ~ntre, 197 2) cited 
in Fadil, A., ~· .£Lt. ~x: r:: 

Fadil, A., EJ}• ..£.!..!:., p. 119. 



Table 4. 28: 

DOTlestie Production 

Imports 

Total 

174 

1~7-66. 
• ooo tons .. %·
of N 

38 

110 

148 

20 

80 

100 

*'ooo tons 
of N 

151 

102 

253 

source: Fadil, A., ..!:!R· cit., p. 119. 

~e- of Agrariap R~orm: 

63 

37 

100 

'-'!'he agrariBD reform succeeded in creating a sect1a1 

of the peasantry which had both the capital and the incen-

tive to invest. Such a peasantry was crucial to the 

increasing use of modern inputs iAto agriculture. Not 

only did the agrarian reform create such a class of peasants, 

it also directly encouraged them to use modern inputs through 

the supply of cooperative credit to them for the purchase 

of such inputs. 

Almost 80 per cent of short term loans were granted 

47 for the purchase of fertilizers. Moreover it was short-

term loans which constituted 96 per cent to mare than 98 

per cent of total loans. 4E 

47. Radwcm, s., ..2P• £!S., Table. 6. 2, p.57. 

48. Fadil, A., 3• ..£!..!:., Table G-1, p.148. 
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The use of rertilizer was also encouraged by supplying 

fertilizers to the members of the cooperative. The 

Ministry of Ag'ric.ul ture drew up fertilizer-use recommenda

tions, both 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. 

MoreovF:r, the Fertilizer Pri~s stabilizatiOn Office 

stabilized prices so that farmers do not cbstain from using 

fertilizers because of price rise. If the selling prict! 

is higher than the procurement · pri~ the F.P.s.o. collects 

the difference but if the selling price is lower than the 

r t i the F F C' o subsidy. 49 procu emen pr ce • •'-'• • pays a 

As a result by 1960 the consumption of fertilizer 

per acre of cultivated land in Egypt surpassed that of 

so all developing countries except Taiwan and south Korea. 

By 1970 fertilizer use rose to 131 ~~g. per hectare of 

arable land. 51 The Egyptian fertilizer industry is thus 

endowed with a large danestic market. Mcreover this 

market is also expanding because given the limited 

4 9. Fadil, A., !!P· cit., Appendix F. 
Cho kc 1, A., e t. al. , 

so. L f.-Jorld a·an'K staff Working Paper No. 26 9, ~anning 
Stu£Y. of the Fertilizer S~ctor in EgyEt, p.4. 

St. FAO country Tabl~ 1988. 
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availability of land. the attempt to increase yields i!l 

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 1~7 

chemicals contributed 12 per cent to the gross value added 

in the manufacturing sector· thus becOming the third most 

important industry in the sector after textiles and food 

processing which caltributed 32 per cent and 28 per cent 

52 respectively. 

While cooperatives were directly responsible for the 

spraying of pesticides and the consequent expansion of tha 

dOmestic market, they enccuraged the use of agricultural 

machinery by providing loans at low interest rates for 

purchase of agricultural machinery. Diesel fuel costs only 

70 per cent of its international price, while interest 

rates for tract or 1 oans were negative in rE-al terms. 53 

Table 4. 29: ~E~Jizer Use 

P ernrner 
Product.iOII. 
•ooo MT , ci5 ~, 

JPet""'t1111z"ln"' ·Fertilizer Use 
cons ump:ti on per arab 1 e 1 and 

'000 MT MIHA 

1 96 1 13 2 24 2 94 
1 96 5 1 9 2 3 38 12S 
1970 193 373 131 

J.975 -·---------12~2~8~--..--.--~5~0~1~--~~~1~7~7~---------
source: country Tables, FAO, 1988 

52. UAR Econanic survey, ;rne Middle East and North Africa 
196 9-20, ..£!?· £!E., p. 803. 

53.· Cuddihy, w., "Agricultural Prices, Farm MechanizatiOil, 
and the remand for Labour" in Richards, A. and Philip, 
L. Martin (eds.), Miaratioo,Mechanization and_~..!£!1-
tural Labour Markets in Egypt, westview, colorado, 1983, 
p.S. 



___ ru 



177 

As a rE;sul t there was an increase in the use of motors, 

pumps and tractors. 

Table 4. 30: Tractor use per arable la,!ll] 

Year No/'000 HA 

1961 5 

1965 5 

1970 6 

1975 8 

source: country Tables FAO, 1988. 

Fadil estimated that since 1965 heme production of 

tractors amounted to about 50 per cent of the country's 

total annual availability of tractors. 

While it is difficult to find direct evidence of the 

increase in consumption of manufactured goods as a consequence 

of the sharp increase in the class of capitalist farmers and 

the rise in rural incomes due to the agrarian reform, we 

may safely c<:nclude that the agrarian reform and subsequent 

developments have provided industry a dOTiestic market for 

manufactured agricultural inputs particularly fertilizers 

wnich has in turn given a substantial boost to the chemicals 

industry. 

R aw rna te rial s: 

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. Howev<?r, 

some inputs like sugarcane are supplied by the agricultural 

sector which produced 5. 2 million tons of sugarcane on an 

area of 133,000 feddan in t%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 domestic market as the standards of living 

of the majority of the population were low. However, th:; 

polic."J of not importing short-staple cotton for domestic 

industry might be considered to be ,c-atienal because the 

marginal revenue from selling more Egyptian cotton abroad 

would most probably have bee?n le>Her than the import price 

of short staple cotton, and consequently the value of 

cotton imported i·s 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 government 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 n<M see whether 

Egyptian agriculture could fulfil the national requirement 

or not. 

The supply of food to its population is a very important 

contribution of agriculture to the econanic 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 econQ'ny more vulnerable. 

As the table bela.v sh~s, there was no significant 

rise in per capita food production in Egypt. (Table 4.31) 

However with the increase in per capita in came the demand 

for food increased and it is estimated that bet,o~een 1950 

and 195 8 while the demand for food rose at the rate of 

3 per cent per annum the danestic 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 imparting almost one-fourth of her per capita foodgrain 
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Table 4.31~ndices of food Ef<;?dy.ction {1~1-65=100) 

-------------------------------~~--------Food Food 
product! on Production 

--------·------~r C?,Ei,!:~ 
1%1-65 
1966 
1%7 
1%8 
1%9 
1970 
19'71 
1972 
1973 
1974 

100 
109 
108 
121 
123 
125 
130 
132 
134 
135 

100 
101 

98 
107 
106 
105 
106 
105 
104 
103 

source: FAO Production Yearbooj<, 1976, vol. 30. 

Ta:ole 4. 31 (b): Growth in food oroduction ----- ------
-------------AVer_ age annual rates ____ _ 

ChangeSTn ____ Change'Sln_Pc_ 
Food FOOd 

__________________ Eroducti~ ____ _Froducti~----

1%1-65 

1965-70 

1961-70 

2. 9 

3. 3 

3. 1 

------·------------------------

-0.5 

1. 1 

o.s 

--------
source: world Econanic Survey, 19'71, UN, 

Table o.s, p.90. 
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54 
consumption. As the table below shows Egypt's self-

sufficiency in food declined. (Table 4. 33) 

Food imports imposed a heavy burden on Egypt's external 

sector. By 1S67-68, about 30 per cent of Egyptian imports 

consisted of food items (Table 4.34). 

Table 4.32: Average annual change in food product!~ 
and demand, 1%0-68 

,bnnual average '!,rate Elas. of Average ann_yal %ra~ 
Popn Pcy demand Estimated Dcmestic 

for food demand for food prodn 
food 

2.5 1. 0 0.50 3.0 1. 5 

·----------------------------------------------------------source: world Econcmic survey, 1%9-70, UN, NY, 1971. 

Table 4. 33: ~~~1 f-suffi_c.i~!)~index fer rpaj or crffis, 
T~0-80 <%) 

.1~.6- 1 sg~--- 1 g]5 

Wheat 70 15 34 
Lentils 92 93 42 
Maize ~ 93 ~ 
Sugar 114 99 81 
Rice 137 107 
Red Meat 95 81 87 
f.1hi te Meat 100 99 
Dairy prodUcts 93 92 
_fish ~ 92 
s our ce: COiml an ce r, s. , Empl oymen t, ~~~-Lal2..9Y-" Market an g t;_~ 

_Choice Qf_~e~~ol~_iQ_F~tL~~ci~~~~,Mimeo.,Cairo, 1986,p.44. 
_!~~l_e 4. 34: Food_Im,e~ts ~:----
Period Total Imports of 
(Annual imports Food & 1 ive 
2!~;ages) O!ill £ El animals 

1955-6 184 
1967-8 317 

%OtMof 
F&LA to 
Tot~l imports 

13.0 
30. 3 

--------------------------·--------·----------source: Amin, The Modernization of Poverty, ~· .£!S., 
Table 13; p. 29. -

54. FAO Country Tables 1988. 
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The rise in food imports was also the result of a 

change in the cc:rnposition of demand which accompanied econanic 

devel epment.. The per capita consumotion of wheat in urban 

areas is 145 kgs a year canpared to 88 •.gs in rural areas •. 

'iith greater urbanization came a rapidly rising demand for 

wheat. Domestic production was insufficient and Egypt had 

to import almost 50-6 0 per cent of her wheat requirements. 

In 1974 wheat imports accounted for 68 per cent of consumer 

55 cQnmodity imports and 28 per cent of total imports. 

(Table 4. 35) 

·----------------------------------------·--------·-----
------ -----------·---------
Wheat grain {million of tons) 2. 23 
Flour (million of tons) o. 4 3 
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 importsC 
Average price per ton (£E) 
Domestic production (mill. of tons) 
Total consumption (mill. Of tons) 

33.00 
78.68 

1. 83 
4.64 

----~----------------------------- -------a - Budgeted quotas 
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. 

c - "All imports" refers to all food and non-food cQnmo~>ities. 

source: IBRD report, _}:_£qn_g:rtJ...£...t1anaaeme.nt in 11 ~rj.og Qf...1n.D-
siti~, ..2I?• sj._!., Table 10.13, p. 223. 

5 ~). IBR D report, Egypt: ~<2..'3:l.Q!1..i.£.l"l...:Wagem_s=.!.Lt.J..!L..lL..P_PJ:'_:lo_o __ _Qf 
_!F_~ll.~~tj._ql, 22• .sl..! • 1 P• 1_t8. 
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The implications of the rise in food imports were very 

serious far the Egyptian econany. As Mahmoud Hu~sein 
. ' 
notes in 1S67-68, the value of food imports was approxi-

mately equa1 to that of cotton exports and nothing was left 

for the industrial take-off. 56 

·This led to a cut dONn in imports of raw materials 

and capital goods and though for a couple of years strict 

regulations resulted in an improved balance Of trade position, 

there was a major recession. 

A whole set of policies including those relating to 

procurement were a part of the reform. One of the major 

problems facing the government was procurement of foo~ 

particularly wheat, for supplying to cities to satisfy 

urban demand. The system of compulsory deliveries was an 

attempt to ensure punctual delivery of sane sE:lected crops. 

This system was introduced in the early 1950s to ensure the 

supply of wheat to the tc;Nns. Later, in t h= mid-sixties 

it was extended to important export crops like rice and 

onions. (Table 4. 36) Unrer this system farmers had to 

deliver to the state procurement agencies part of their 

production of the crop at 'administered prices• through 

--------
56. Hussein, .r-~., .9.l'• ..£!.!•, p. 220. 
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Table 4.)): Minimum Com~ulsory r:e_!iveries for _E!?_gu.!§i
ti one d cro_pJL 1 S6 5-7 .Q 

crop 

cotton 

Wheat (in 
ardebs) a 

Rice (in 
daribas)b 

Onions (in 
tons 

Minimum 
canpulscry 
deliveries 
per feddan 
(absolute 

numbers) 

2.0 

1.5 

4.0 

Average 
yield per 
fed dan 
(1~5-7C) 

7. 25 

7.00 

Compulsory Free re
deliveries tention 
as % of rates 
aver age (per 
yields per cent) 
feddan 

160.0 o.o 

27.6 72.4 

66.0 33.0 

57.0 4 3.0 

------------------------------------------
Not applicable 

a an ardeb equals !98 li tres 

b a dariba of rice (in husk) equals 945 kgs. 

source: Fad il, £1?. cit. ,. Tab 1 e 5. 2,. p. 86 • 

the medium of • alloted quotas•. These quotas and the 

prices at which different crops were to be delivered 

were fixed every year by the government. These prices 

were invadcbly 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 Crt 

which the agrarian reform miserably failed to achieve its 

purpose and food production per capita could not keep up 
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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 gr011o1n rapidly. However the state; policy of 

extracting surplus by procuring wheat at prices much below 

the market price must have acted as a disincentive for wheat 

production. Moreover for maize, the staple food crop of 

rural Egypt, there were no area restricticns effected even 

though the government was empowered by the law to set such 

restriction. {Table 4.37) In other words, neither incentive 

noc coersion were used to increase food production. 

As a result the Egyptian econQny 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 i~ the absorption 

of labour by industry situated in the rural areas. While 

the latter had limited ~cope in Egypt because cf the location 
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Table 4. 37: J,ndirect Taxation of 19.£!culture 

crop 

cotton 

Sugarcane 

Soyabeans 

Groundnuts 

Onions 

Garlic 

Potatoes 

Oranges 

Wheat 

Beans 

Lentils 

Sesame 

Rice 

Maize 

---x:rmestrlcticn- compUlsory procurem'Eiit
Legal Effect~ 

Yes 

Yes Yes 

Yes Yes 

Yes Yes 

Yes Yes 

Yes Yes 

Yes No 

Yes No 

Yes Yes 

Yes Yes 

Yes Yes 

Yes Yes 

Yes Yes 

Yes No 

100% of total r/t 

100% .. • • 
100% .. .. • 
Fixed quantity varied 
periodically 

.. 
• 

100% of taxable surplus 

.. 
Fixed quantity varied 
periodically 

.. 
.. 
.. 
• 

No 

source: ~ab Republic of Egypt: Issues of 
Trade strategy & Investment Planning, 
World Bank Report No.4136-EGT, 
pp. 105-6 and 189. 

in Ahmed, s.,. ..2P• .£.!!. 
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of industry, the former was substantial~. Evidence indicates 

that the rate of rural to urban migration was very high. 58 

There was thus a shift of population fran the agricultural 

areas to the industrial areas. This took place largely 

be cause of a rural push factor. Arable land was scarce 

and agriculture was already labour intensive. As populaticn 

grew there was little scope for absorbing it in agriculture 

either by expanding the area cultivated or by increasing 

59 
labour intensity. The majority of the migrants to towns 

were those who could not get absorbed in agriculture. 60 

(Others 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 gro,.;th Of absOC'P-

tion in manufacturing was even smaller than that in agri-

culture. A large part of the increase.in the labour force 

was absorbed in the services sector. In the case of Egypt 

the decrease in the proportion employed in agriculture did 

not cane about as a result of high ecooQnic graN th as in 

developed countries. It was largely the result of the 

government• s policy of ensuring employment to educated 

--------------------
58. Fadiil, A., op. cit., Ch.6. 

59. Mabro, R., :El?• _ill., .• 

60. IBRD re:port, 19_y.£.!:_}cQ1anic Jv1anagemP.nt in a Period of 
Transitl on# EE• ..£.!.!:• ------------
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persons and tha subsequent expansion of the administrative 

network and the absorption of rural migrants into the 

informal service sector. 

Conclusion: -----
Egypt witnessed a period of rapid economic growth 

for more than a decade after the revolution. The subsequent 

downturn came as a result of both 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 investment in ind.lstry and 

infrastructure and a market for fertilizers which gave a 

boost of Egypt• s chemical industry. However in the food 

sector the agrarian reform was unable to fulfil its d:>jectives. 

we have seen that the agrart an reform which consisted mainly 

of the land reform and the growth of multi-purpose super

vised cooperatives radically transformed the Egyptian 

countryside. The 1 and 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 inserurity of tenure, were nON provided both the 

means and the incentive to illvest by the lOHering of rents, 

security of tenure and prOVi!!ion of loans at low rate-s of 

interest. 

·However the removal of institutional bar-riers, though 

a necessary condition was not a sufficient condition for 

gro;.,rth. N1 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 ade4uate 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 pr·oducing 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 institutional barriers to growth subsequent 

government policies failed to provide the material incentives 

necessary for growth. 
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An important lesson which the Egyptian experience 

provides is that while the removal of institutional barriers 

to investment is a necessary condition for agrarian grONth 

it: is not a sufficient condition. The new system cannot 

witness sustained growth without an ade.1uate system of 

incentives for investment and production. The contribution 

of agriculture to deVelopment and industrialization can 

becane limited in such a situation. 



CCNCLUSI CN 



~~-E~ptian Exper;~g~: 

The basis for private property in land in Egypt was 

laid in the reign of Muhamed Ali and with the caning of the 

British all land became full private property. Payment of 

taxes in cash and the heavy tax burden enccuraged growing 

commercializaticn as well as the use of new techniques, 

all of which led to a differentiation within the peasantry. 

By the time of the second World war ttere 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 011 ti

vated area was cultivated by 0\lners. HCMever 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 fanners 

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 incanes and coold invest their 

capital in trade and usury. The reversal to tenancy thus 

brought about a halt 1n the growth and investment taking 

place in agriculture. At the same time along with a decline 

in their econcmic strength the recently acquired political 

po.o~er of the rural bourgeoisie was also threatened. 

The barriers that had arisen to gro,.rth of output and 

productivity in agriculture were thus institutional in 
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nature and could not be remmted 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 

was leased cut by big landlords to small tenants. While 

the former had no incentive to 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 cr_ime "• 

As the mass movement gained momentum it acquired a revolu.. 

t ionary character and soon posed a threat to the very 

institution of private property. While those in power 

opposed even the slightest chan;Je in property relations 

which would hurt the landed aristocraey, 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 Officers, 

a group of nationalist! c prCXJressive minded mili tcry 

officers whose social origins lay largely in the rural 

bourgeoisie and who wished to carry Egypt forward on the 

path of modernization, took over pQfller. 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. 

DJ.e respect was given to the institution of private 



property and adequate cQnpensation was granted for the 

land expropriated fran the large landONners. Those who 

received land under the land redistribution programme had 

to pay for it. Since cultivators were Cl'l top of the priority 
to be 

list of tho~whan land was to..?redistributed they usually 

were the beneficiaries of the limited land distributed. 

The landless were so 1~ on the priority list that they 

rarely received any land. The purpocoe of the land reform 

was not only doing away with the political and economic 

p011er of the landed aristocracy but also creating condi

tions for the growth of agriculture. The new regime believed 

that a stagnant agriculture could tlOt contribute to the 

industrialization of Egypt, which it felt, was vi tal if 

Egypt was to grow into a self-reliant ind.lstrial naticn. 

The reform therefore not cnly removed the barriers to 

grONth by bringing about a change in the structure of 

landholding, it also encouraged the gro-r.rth of the medium

sized wage-labour hiring, profit making capitalist farmers 

who had the means and the incentive to invest in agriculture. 

Not only did the land refcrm not touch medium-sized properly 

while demolishing 1 arge estates and marginally benefitting 

small ONners, 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 fanners 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 transformatioo in Egypt 

involved both institutional changes needed to create cendi

ti ons for grcwth as well as technical changes which trans

formed the methods of production in the agrarian sector as 

a whole. While the former were brought about by a land 

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 grol'lth. 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 transformation was necessary for 

grCMth in Egyptian agriculture, a relevant question is was 

it also a prerequisite for the industrialization of Egypt. 

While the cootribution in terms Of earning foreign exchange, 

supplying raw material and the creatioo of a rural marJcet 

for industrial inputs were significant, what was most 

important was the transfer fran agriculture to industry. 

This was made possible by the existence of important export 

crops like cotton and rice whose cultivators were paid 
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much less than the international price, and the government 

who had monopoly over internal and external trade pocketed 

the difference. The revenue fran trade of even cotton alone, 

not only covered all the expenditure the goverrrnent 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. Hcrwever 

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. H011ever, one must admit that apart 

fran foreign aid the major source of finance for industry 

was agriculture and the considerable resource transfer which 

took place fran agriculture to industry was necessary for the 

industrial gr().olth, however limited, which took place. Even 

then, one must examine why Egyptian agriculture failed to 

cane up to expectations. cne can argue that the failure was a 

result of the lack of an adequate set of incentives. In a 

sys tern where private enterprise decided the two crucial 

inputs - labour and capital, it is unlikely that production 

would grOH unless econcmic incentives are offered. While 



the profitability of cotton and food crops was declining, 

farmers could not respond to the profitability criterioo 

and mCNe to more attractive crops because of acreage res-

trictions.· such ·crops must have been Olltivated with dec-

lining enthusiasm. The very. _system which initially created 

conditions for the agrarian transition put limits to it and 

did not allc.M the transiti<n to be completed because urban 

interests became d.ominant and the attempt to extract resources 

frQn agriculture in favour of industry seems not to have 

allowed the agrarian transition to be completed. Rem<:7v'ing 

institutional barriers was .. not sufficient and there was a 

need to evolve a suitable system of incentives which the 

government failed to do. 

_9_!Weral Conclusi~ 

Development in any country, capitalist or socialis~ 

necessarily requires gro.vth - growth in agriculture and 

industry. 
( ) 

However bac~ard agriculture often processes in-

built barriers to growth. Existing institutions may hinder 

investment and tte adoption of new technology. 

When one disOlsses 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 important basis of the 

institutional structure because asset distribution decides 

not only the resource crnstraints with d1 fferent c~ asses 

but also 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 rna~ is decided by the 

correlation of class forces existing. The change often 

takes place in the context of a new naticnal social 

formation. 

In the present context of a country having chosen a 

capitalist: path of developnent the route by which capitalism 

p~vades the countryside is decided by the existing social 

structure in the period before the state actively intervenes 

to bring about change. For example, in Egypt be fore the 

revolution there was emerging a po,,._~erful class of capitalist 

farmers frQn among the ranks of the peasantry while the big 

landlords preferred extraction of rent to direct cultivation. 

The route to capitalist agriculture was clearly the peasant 

path. The land reform remCNed existing institutional barriers 

to gro.vth by first of all smashing the social and economic 

power of the landed aristocracy. This act was enacted 

immediately after the revolutionary forces took away political 

pe7Ner fran 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 1 s the possibility 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 which made it possible 

for surplus to be extracted £rem 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 to encourage production. As a 

result growth 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 econanic incentives are essential to induce invest-

ment and raise productivity. 

One may thus conclude that if a newly industrializing 

country dces not wish to depend on foreign aid then it . 

becanes necessary that agriculture makes a contribution to 

it at least till industry can generate enough 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 transfcrmation involves institutional 

changes if the existing institutional structure has in-built 

barriers to grCMth 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 natiooal social 

formation. The manner in which this change canes about, 

for example, in the ccntext of capitalism the route to capi

talist agriculture from 'above• or 'below' is decided by the 

structure existing in the previous fonnation. 

However institutional change though a necessary condition 

is not a sufficient condition for growth. Even when institu

tional 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 hypothesis was thus found 

to be true. The agrarian transition was the rf=>sul t of 

material, social and political dhanges in the system in 

which the state played an important role as a mediator. 

The agrarian transition was a necessary condition for grONth 

but it did not prove to be a sufficient ccndition as gro.vth 

rates fell after a while because of the failure of the 

state to evolve a set of suitcble incentives. The agrarian 
could not 

questicn L .not be solved in such ,a situation since agrarian 

growh was not sufficient for agriculture to contribute 

adequately to industrialization. 
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