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"It is commonplace thaf man as a species has
proved himself capable of the most prodigious - |
achievement, ahd'the~most abysmal follies, achieve- -
ment andvfol]ies both of which have no péra[lel in.

the behavior of any other species." -~ C. P. Ayres



Definition of Development

The second half of the twentieth'century has been one of econoﬁic
development and change. Political, social, and_cultural trends in-differeﬁt i“
parts of the world, although not always determined by economic factors,.are'
strongly influenced by them. Most political upheavals, social diSlocafidns';
and cultural rebellions are partly rboted.in a -stream of social consciousneég?
conicerning the tempo and dfrectfon of eéonomic growth and change - being‘toé'-
little, too slow, or too lopsided on the one hand, or too.disruptive qf ‘
traditional manners and mores on the other hand. -

The whole body of ‘literature on development with some excepfions
identifies growth ahd development with the rate df inérease of Qutputrper'
capita. Ja;ob Viner has said, ''Were | fo.insist, howeQer,‘that the redUction
of maés paverty be.made a crucial test of tHe realfzation of economic develop-
meht;'l woul'd bé,sebarating myself from the whole body of Iiterature.in fhis'
- field,n1 |

. sOﬁé believe that economic devélopment,must be carried on even ét the
cost of lowering per capita inéome levels, providedvit brings.urbanizatfon
and industrialization. Patriotié citizensimay'want the?r national economies
to.grow in size of aggregate income or aggregate output because of prestigioué
or strategical considerations, even if this involvés a lowering of:the average
living standards. To otheré;_living'standards may be important, but they
may strgss £he living standards of a parficﬁlar class or regional category
of the population rather than the average lTiving standards of people as a

whole,



More recently some economists havg begun to treat economic deve]op-f ”"
ment as a procesé whereby an economy's real. per caﬁita income increases o&éff"
time. When focus is on the magnitude of this increase, the end product of“.
the development process comes under scrutiny. |f we concentrate on the
process itself, however, numeéous complex relationships and interdependencfeé
will emerge. These relationships are in general_classffied into two groups,
according to whether they affect fundamental factor supplies or the strucfﬁfeﬁz
of demand for the products.2 On the supply’side, there. are (1) natural |
.resources; (2) capital accumulation;_(B) population growth; (Q)Ijntroductibﬁ
of new and better techniquesﬁ (5) jmprovement.of.skills; and (6) other |
institutional and organizational factors, On the demand éidé there is
(1)'thé size- and cohposition of the populafiqn;:(z) the level and distri-
bution of incdme; (3) tastés of the gfowing popu1afion; and (4) other
institutional and organizationaf arranéementé.? Economic development,
"according to this school of thought, ihvolves a dynamic process wfth changes
in the supply=-demand. relationships.

lran is.a country that has embarked on an ambitious programme of
economic development in the last twenty years;‘ Not only are aggregate
weal th, aggregate income, fotal population, and tétal'production al] increas-
ing, but also per capita wealth, income and pfoduction are also increasing.
Some believe that ény economic development programme which might try to
prevent an increase in the absolute extent of poverty may doom.the programme

to failure without lasting benefits to any sector of the population., They



contend that if aggregate wealth and income, total population and prodﬁétioﬁ
are all increasing, eventually the prosperity will trickle down to the lawef..
socio=economic levels of the population and only then will national resources
becbme abundant so as to make a 1arge scale war on poverty possible.,

Here Viner poses an interesting queStfon: ''Suppose that someone
should argue that the great economic evil ié the prevalence_of a great_mass'
of crushing poverty and it is a paradox to claim that a country is achievfng;
economic progress as ]ong as the abéolute:exteﬁt of_sﬁch poverty'has not =
been lessened or eVen iﬁcreased. .Such'a couﬁtfy, nevertheless, might be
able to meet all the above tests of economic develobment. .lf-its,populatioﬁ _
has undergone a substaﬁtial increase, fhe number'6f~people Tiving af the
mafgin of éubsistente.or below, illfterate, dfséased, undernourished, méy
have grown-stéadily with a rise in the average income of thé popu1éfion as
a whole. 't . |

'Therefore,,tﬁere'is a whole set of new questions that arise if the
concept of development’is’broadeﬁed to include the more equal'distrfbﬁtion
of improved fncome, earning opportunitiés,.and-the reduction of mass employ-
ment and poverty., There exists a close re1ati6nship between income
distribution and the institutional tenure arrangement which gives-individuals
access to the annual income stream.5 .Thus the position taken in tﬂis paper
is that dévelopmeﬁt should be seen as a process of creat%ng economic
opportunities. Dorner suggests: ''the manner. in which increased ﬁroduction

is achieved and the number of people who participate and reap some benefits
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from the experience, may be as important as the production process ifself.“_¢-.

lran as a Model. The study of lran is one which is necessarily character- -

izéd by an economically dominant and a hfghly capital intensive subsectdr", 
coexisting with a large, traditiona], labor abundant indigenous sector. |
Economic growth has in the past been triggered by wHat economists call
leading seétors.? The growth sectof in some cases.has been no morerfhan a .
single industry, such és.cotton textiles in the British ''takeoff'' from 1783"'
to 1803.or railroads in France from 1836 to 1866.or the automobile industry
in the United'étates. A leading séctor'fs one that experiences a high
growth réte in relation to the rést of the ecpnomyrénd consequently

indycés favorable responses from the 6ther sectors. The inducement is
provided by the supply of Iow;cost products for the consumer or by StIMUIf
atiﬁg output in other industfies.or-by creatfné external'economiés that can
be captured and integrated into other sectors of industries.

Thére are tWo conventional strateéies to growth and developmeﬁt”
the "'incremental pui]” or the ''big push.“ Inéremental'strategy focuses on
the marginal movement of resource§ within the ,broad framework of private
_ supply-demand relationships and it relies essehtiaily on free markets and
the price systemQ The big push strategy favors-strong intervention by the
government in the allocation of scarce resources. The case against the
incrementalwappfoach to the development of the‘emerging natjons-rests on

the contention that the price system does not work well. The market



mechanism may work well where (1) the economy is sufffcfently monetized |

and reasonably compgtitive, so that pfices can be.held as a fair measure

of demand and supply conditions; (2) changes in the supply-demand_relation-'
ships are only incremental, taking place at the margin; (3) supply-demand;
e}asticities are such that no majof indivisibility or bottleneck cén block-'T
or undermine responées to a change in price rations; and (&) neither internal:
nor external économies are of an immense-mégnitude. |n.developing nations,fijﬂ
where often a lafge portiqn of the economy_fs_nonmonetfzed, where large |
scale movements are frequently necessary to bééak the vicious circles of
poverty and productivfty, where bottlenecks ére'enormous, and where exte;n;:;ﬁ”
alities are abundant, therpfice mechahiSm:usualiy fails to stimulate growth.
In the absence of an automatic mechanish ta.stimu]ate grbwth in the emerging
nations, the need for deliberate soéial aétfon'is strongly felt. THe*..
objective of the ''big push'' strategy is to haintain, in a-deliberate.and
conscious effort,,évdesirable grbwth pattefn émong the varfous sgcfors of

the economy. The formulation of such é sffategy requires the convergence

.of many forces, the most crucial being thaf of the government. Polanyi

notes the important role of the government in controiling the tempo of
deve]opment: ""The rate of.change is often of no less importance than the
direction of change itself; but whfle the latter does not frequently depend
upon our leition,}it is the rate at which we allow change to take place
which may well depend on us. A belief in spontaneous progress must make

blind to the role of government in economic life. This role consists often



in altering fhe rate of change, speeding if up or slbwing it down, as the
case may be; if we believe the rate to be unalterable or even worse,iff we
deem it a sacrilege to interefere with it .v, . then, of course, no room is
left for intervention.'? ‘ |

Hirschmén has suggested that it dbes not makg too chh.difference'
whether social overhead capital precédeé private investment or whether
privéte investment takes precedence, thereby dféating decision-making
imba]ances.10 Imbalénces are corrected through profit opportunities which.
guide the privatg investor to the right'expansion path. Thesevpfofit
opportunities are created through backward and forWad linkages. A ba;k-
ward linkage is a prqfit opportunity created for a firm as a result'of'thé
expansion of demand for various raw méterials ahd intermediary goods and "
‘services generated in ;he leading sector. ‘A forward linkage is a profit
opportunity ;réated for other‘firms'and.industr[es to produce goods and
serfoes with the aid of lower cost inputé hroduced by the leéding éectof.
These reactions are assumed to lead to further reactibns and thrusts; fhere-
by resulting in growth. Therefore, depending on the characteristics 6f
demand and the possibilities of forward and b?ckward linkages, the
expansion of a certain industry could lead to deciéionfinducing imbalances.
At the same time, the expénsion of an industry which may appear to. have |
sign{ficapt interconnections with other industrieé may gail to galvanize

the other sectors of the economy, if they cannot respond to such stimuli.

Direct foreign investment is often viewed as not having a stimulating



effect in fhe process of econqmic development. It is argued that sucH.
investment constitutes an enclaye in the developiﬁg nations, physically'
located therein but economically set apart.i Rather the enclave is seen'to:.i
be an extension of the overseas metropole, A foreign based industry |
such as petroleum productfon that 'is established ig a developing nation

like Iran with the aid of foreign capital may fail to stimulate the indfgenéus
economy because of low domestic demand and supply elasticities. Such
industries ffequently become so foreignAorientednthat they may obtain their
required material, skilled personnel aﬁd even some of.their general labér
force from abroad. Thus a national econémy baséd characterized by such a
foreign enclave comprises two distincf sectofﬁ:'a highl* developed, capital
intensive sector and a relatively underdeveloped, slowly deVeloping indigenous
sectof, mainly ;omposéd;of a large traditibnally égriculturél seétor. The
existence of sﬁch a system gives rise to a duél economy,

Charles.Rojlins has made an impirical study of the effects of foreign
investment in extractive industries Qndcr dualistic conditions in Bolivia.11
Ann Siedman has made a study of a model of dual economiés in East Afriéa,
~ which deals with the existence of an export.enclaQe (not necessarily dealing
wfth.extractive industries), and a hinterland, where the majority of the
population depends on the traditional agrarian economy.12 According to
Rollins.there are two effects of such inVestmeht: direct influences and

fiscal influences., The direct influences result from contact with the



m}neral export sector, and the fiscal element is what allows the state té
contribute to economic growth. Under direct influences Rollins includes
the expanhsion ofrmarkets and incomes resulting from forward and backwarq_
l1inkages and employment of local labor ;nd the receipt of foreign exchénge;“r
under fiscal influences are varioug govermental activities that could be
initiated as a result of payment of taxes, royalties, bonuses and so on.
Rollins concludes that the development of mineral resources such as
petroleum will not lead to economic growth. He believes that fhis.type of
foreign investment wjll not lead to growfh(and'development of the indigenous
population because it will not become integréted into the economy.

In a recent book, Jahangir Amuzegar and Ali Fekrat try to show
that such a conclusion has validity only in a country where (1) domestic
political leadership is weak; (2) where the private sectorvrespoﬁse is “
only mila; and (3) that foyé]tieé and taxes.are‘meager. They believe that
" the development of ‘a raw material sourcé, such as oil in the case of lran,
can alter the relafive resource structure of the country and the development
strategy has been able, in the last fifteen years, to increase the degree of
integration between the export-oriented secto; and the rest of the economy,
Theyrsuggest thaf Iran, having been deprived of its beneficial effgcts of its
export sector for several decades (resembling Rollins! and Seidman's prog~-
nosticatidﬁ) has found new ways to use the dynamic oil sector as a direct

and indirec} instrument for its further development,

Between 1910 and 1950, the direct influence of the oil industry



was negligible and the industry remained economically aloof from the other  ZQf
sectors of lranian economy,‘ The only link between oil and. the domesfic
economy ‘was provided by limited payments of royalties, taxes and dividends
to the gbvernment. There are indications that the oil company (Anglo-léaﬁiéﬁ)
was not anxious to develop ancillary industries on which it would héve‘to.
depénd for supply. Iﬁ thé_areé of money.and bankiﬁg, the éompany kept
almost all its foreign exchange.earnings,"reserves and deposits in foreign -¢
banks, thds having no effect on the-deveiopmehtAOF domestic Financiél_. s
institutiqns. There.was vefy little Forwafd.lihkage except for the sale
of oil for ddmeétic consumption, but eyeﬁ here.no feal effort was_madg‘to.
encoﬁrage_the ﬁse of oil.ﬁor.home cooking.and heating. The link between
the oil sector and the agricultural sectof Was.nohexistent;_ |
Since.nationalization‘of.the'fndustry, tHefdomestic'demand'rather
than the oil industry &emand for local goods, has:been the.prime Forée
-behind the closer integration_of the fwo sectorg.-_The demand-inducéd_
directly inflﬁences have not'cbntributed_siénificantly to the interﬁectional
Fléw'of resources. Thfs is because thé ver* capital intensive natUre of tHe
ojl indust;y has been unfavorable towards the'ﬁse of much Iabof and.also
- because the consortium is sensitive about not becoming too involved in the
livelihood and welfére of the indigenous.wérker. Lastly, the Iranfan |
economy has not métured enough to provide the highly advanced scientific
capital équipment that a fast growing sector like the oil sector fequires;_

However, in the last twenty yearsl(1950-1970)? the supply=-induced



influences have and will asSumé a fai more dominant fole. Amuzégar

and Fe.'rat state that unlike the Schumpeterian theory that is based on
the decisions of the entrepreneur, the lranian dualistic model is based
not so much on innovation and entrepreneurialrinitiativé, but mainly on_f:?;ﬁ
.the absorption of borrowed technology and the ieading role of govérnment _;.

in the context of popular demands for a better standard of vaing. The .-

industrialization of the economy will generate a demand for certain primary

products which can be supplied by the oil sector. The relatively low cost' 5i°
of these produéts will push the economy towafd thé production of gqods.thétv
use the raw matérials. "One exémple of‘such édpply-ipduced,fnfluences hag‘--
been the fantégtic growth in the field of‘petrochem?cals. EThe interna]- '1'
demand for fértilizérs has iﬁcreased rapidIy and.fhe'petrochemiqal companies
will supply the agricultural sector with low cost 7nputs that are eﬁsentfal. _:_-
for inéreasihg agricultu}al production, - Kerosengiand fuel oil are rapidly
replacing\wood, charcoal "and animal manure as cooking and heéting fuel;‘
this too has direct implicafions for the cpnéervatibn bf natural resources
and the rural population. | | | |

 The structural characteristics of a dual économy.like Iran are
different from the models existing‘in current economic literature.:vThe
basic problem in the lranian dual economy fs not one of shifting the economy's
centre of‘éravity from the static to the dynamf; sector, but of speeding
the growth effects éf the dYnamic sector throughout the traditional sectbr.

- The body of our paper will deal with land reform and the green



revoiption in Iran, However, it was necessary to éreate the framework |
of the lranian ecénohy in order to gét‘a‘better conception of the lranian
development goars. Such a framework -involves the conscious effort of
the developing nation to substitute (1) the gévernment for the entre-
preneur; (2) foreign technology for the process of jﬁnovation; (3) higher

living standards for entrepreneurial prqfits.
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Land Reform and the Green Revolution in lran

Land Reform and the Gfeen Revolution are two different policy
measures in the process of ec0nomic.develdpment of agriculture. Some
view them as competing measures, others as complementary. It is thought
by some that_with the green revolution thére'is no longer a need for land
re%orm; others bélieve that the case for land reform is much more urgen;
as a result of the new technblogies associated with.the.green revolution.
It is The purpose of this inquiry to explore these'questions for the case
of Iran.within our definitional concept of development, a Ithough it should -
" be admitted that the study was severely handicapped,by the paucity and
inconsistency of the available statistical data én Iran, |

The lranian national land rgform program which became effeétfve
in early 1962 was the outgrowth of long efforts toward-change in the
pattern of land ownership and use rights théh,had stagnated agrfcuitura]
production and created severe ma]adjustmentsrbf social and political
structures. The redistribution of land rights was seen as a key element
in a) removing undue political and social power from the landlord class
or the '"'thousand families'' b) improving the social and economic status
of the peasant class and c¢) achieving increaséd agricultural production
by encouraging increased farm 'level capitalfand.labor inputs.

The concept of an ideal land tenure system is an abstraction and
history is proof that higher ideals on paper have met with almost complete
 frustration in practice. 1In dealing with broad issues of land tenure,

income distribution , agricultural productivity, employment and poverty,



it is easy to fall into projecting.a desired.end without considering the
feasibility of the means. In actuality we must déa] with a system as it_ 
is and as it might reasonably be modified. We must be aware of the partif:
cular institutional and technological conditions oftsuch a system and the  7ﬂ
stage at which a society has .in the'transformétidn ffom an agrarian to an 

industrial ecénomy. Dosner states that in dealing with agricultural dev=--

elopment we must be aware of the realities of our time;'' the rural people .

with their.specific skills or lack of them, the physiéal resources  with
peculiar capacities, obstacles and 1ocatiohs, the attitudes and beliefs
generated by unfque historical antecedehts;;all.fhese make up the real
world situation to be dealt with and we één hot wish_fhem away”.'“ '

The impending pressures of population oh iand resources .in dev-
elobing nations plus the application of science and technology to tradit~-
iona]-agriculfdre in recent decades femove.1and reform from the context
. of equity and politics. In the Iranian sett}ng theTe.is a sense of urgency
of also raising agricultural productivifyt: Réup'COmments on this issue;

"A land Reform conceived only aé_a redistributién of rngts in property

may fail to génerate fofces that will achieve';harp breaks with old

- customs, traditions and technologies, needed to promote development.'
Rather, the relevant concept of land reform must combine the redisfribution
of rights with the necessary resources to achieve the national objectives
of social justice, political development and the expansion of agricultur-

15
al * output." ~ Therefore, for our purpose land reform,treated as equi-
‘ is to be '



valent tb agrarian institutioﬁa] reform.

| The Green Revo]utién is fhe name given a'major technological:
breakthrough in food prodﬁction that is believed éé have lifted the
spectre of famine in the near future and has postponed the prospects of
a Malthusian population disaster. Startling devefopments have been.
accomplished in wheat, rice and corn--major food stéples in much of thg
developing world, The possibilities for doubling ér'tripling production
are based upon new high-yield varieties coupled with adequate supplies of
water, fertilizer; pesticides and moderﬁ eqqipment. Starting ffom a
position of only a few thousand acres in 1965/66 there has been a spect-

acular growth in the use of new seeds and by 1968/69, it is estimated
2 _ 6

that 30 million acres of theAimproved varieties were p1anted.”l, “In
Iran the area undgr'hew Qarieties of wheat were negligible in I§66/67,

but increased to 25 thousand Hectares in |968/69I7 and available‘ |
_stati#tics 6f the Fourth National Development Elan (1968-72) indicate

that by the end of the plan another 20 thousand acres of ifrigated land
will be put unaervcu]tivation which cqufd féasibly grow the new high=
yield varieties_.|8 These high response varfeties and the concomittant

~ rapid growth in fertilizer use have produced yields per acre about dpuble'
those of 10ca1 strains. Fertilizer consumption in lran increased from

L) thousand metric tons in 1965-66 to 83.9 thousand metric tons in 1968/69
peri'od.I9 In more aggregative terms, wheat production in Asia during |
1969 exceededhl960-64 average by 30 per cent while rice in j969 exceeded

: 20
the 1963-67 average by 18 per cent.
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However there [s réason to believe that the further spread of'new
varieties will not be as fast as early.successes might suggest. Firstly, the
fact is that the availability of irrigated land imposes at least, a
short-run limit to the spread of the new high-yield varieties. Most of '
these require irrigation and careful water control throughout the growing
cycle. In lran of the 628,000 square miles (163 million hectares) of.
land more than 88 per cent is in the fofmvof deserfs; mountain, lakés,
swamps, éities, other:forms,of uncultivgble Iaﬁd; forests and

and permanent pastures and meadows . 2!

The arable land can be expanded

by a maximum of 20 per cent.22 One important reason for such a low per-
centage of cultivable land is the lack of Qatér supply and adequate |
rainfall. Water is' the scarést and thus the most valuable resource

for the lranian farmers; ln.Northern Irén,.in a narrow mafgin of the
southern shore of the Caspian Sea, there is:adequafe rainféll'of 40~50

~ inches per annum. :|n the south andsoutheastern part of the country, there
is as little as one or two inches only aﬁd'the rest of the §0untry averages

23

about 8 or 9 inches annually, Thﬁs land for Which water is available is
scarce and valuable. The speed with whfch additional land can be corrected
- to the new technology depends on the rapidity with which new irrigation
facilities can be constructed; and here the high capital costs are:likely

24

to be a retarding factor.“” ‘Similarly, district by district analysis for
Pakistan and India show clearly the very high correlation between the '

growth in crop production and controllable water supplies and fertilizer



use.25 Large scale irrigation projects can seriously strain the invegtmentn3.
capacity of an emerging nation iike Iran; further more additional costs

are involved in correcting the existing irrigation system of ''ghanats"

to tFe requirements of modern agricultufg.

A second important constraint on the adopfiqn of the new technoiogy
has been the fnadequacy of pesticide programs and according to Falcon the
deficiencies in pest and disease control Wfll contfnue.to be another
serious limitation on the supply side. Where a single variety is intro-
duced, causing large contagious areas, the.dangers of'path¢109ical sus~ .
ceptibility arevmultiplied. For examp]érthe neﬁ wheat introduced from
Mexico into lran. has invoived a small_réﬁge.of genotypes. Any chaﬁge in
the spéctrum of races of wheat rust could threafen the wheat crops on &
massive scale since it would involve the whole area.

GiQen'the reg}onalAconstraints on new varieties for wheat aﬁd rice '
- in Asia and given the continuing need for rapid agricultural growth as
part of the development process, there is an urgent need for increased
national and international varietal research 6n other commodities. Some
research on gorn and sorghum has already sfarféd,_there is need to do -
research fér other crops as well aslivestock. |

The adoption of the new technology is likely to be much sléwer
where the cfop is a basic food staple, grown for family consumption.
Farmers are reluctant to gamble with the survival of their families. 1f land

reform has already begun, there are many more peasant producers than



commercial farmers and the task of changing them into a moderh techhology
is much harder. Thus far the spectacular.rgsu1ts have occurred mostly
among the relatively large commercial.farms'and although some more
semi=subsistence farmers have begun to grow the new varieties, their rate
of adoption may be much slower.

Farmers have to learn new farming skills and expertise as regard

to planting dates and planting depth; fertilizer rates and timing; insect- -

icide, pesticide.and-fungicide applications; watéfing and irrigation
' controls.. Unless appropriate ektension measurés.are.taken to educate'
farmers, the higher yields wiil not be obtainéd.: The Fourfh plan puts
a high emphasis on agricultural training. VA;large nUmber'of.skilled-
agricultural w§rkers; technical foremen, teéhnjcians and agricultufal
engineers are being trained; programs - of traiﬁ?ng centers and agricultural
cdlleges have been arranged. :?urther moré courses will be conduéfed to
train mechanics for farm machinery, fivestock Foreneﬁ, orcﬁardmeh; skifled'
farmers, row planters, repair workers,deép-we]l fechnicfans'and so on.
Special courses will be established to teach modern method of agriculture,:
animal husbandry and livestock vaccinatioﬁ to the children of farmers .
and tribesmeﬁ. “

'The need for altering the land'tenufe system in lran as a funda-
mental condition for modernizing the nation's socioeconomic structure was
not clearly recognised untl Reza Shah assumed power in 1925, éroperty

rights in agriculture have never been secure in this ancient land and



over the-centuries whole regions were dealt out to favored ihdividua]é at
a fee with tax collection priveleges and puB]ic service obligations at-
tached. This feudalistic tendency gave rise to oppressive obligation of
tenants to landlords that were not abolished until the enforcement of -
1962 land reform law. Iran entered the twentieth century with a feudal
land tenure and a medieval égricultural technology. On the eve of land
reform, a.refrospective view would indicate that froﬁ remote times the
rise and fall of empires had had little effect on the relative position
of the temant farmers. "The coming of moaernizatfon_to non-agricultural
activities had only worsened his position by raising the cost of government
and living without bringing compensating increases.in farm income.

The typical lranian farm communityAin“which land reform was needed,
therefore was one which had been created by the enterprise and resources
of its owner and his ancestors or had been held together through the
assumption of control by one or few dominant leaders. The general ciréum;
stance was one of legitmitized curreht ownership fitted to the governing
natural and historfcal cirCUmstances. For one man to-own a whole village
or several villages was not itself ground for opprobrium; rather it was
the condition of tenancy under this ownership structure and the éeneral
stagnation of production under the system whicH called for reform.27.
The growfng centralization of economic and social affairs which

characterized the reign of Reza Shah, together with a uniform land tax

-]18-



in liéu of the former numerous and diverse methods of asseésing and.
- coltecting taxes began to undermine the quer of the landlords, . Beginning

in 1927, some state owﬁéd lan&s were sold in Khuzestan and Sistan in an
attempt to encourage and expand peasant_propfietdrship.28 This distri=
buéion failed for lack of sufficient governmént integrity and follow-up,

but it:set the stage for more constructive development in land distribution..

When the present Shah, Mohamad Raza'Pah]aVW; took the throne in

1941 qbon'the-fdrced abdication of his fathér, he was in too weak a
'position to pursue programs distasefuj to the powerful conservative ]and;
owning and re]igiéus leaders. By I95|,‘fhé yoﬁhé_Shah initiated the dis-
tribution by salé of 1arge aggregatés,of Crown  lands {nherited with

the throne; favérable valuation and pay=out. terms Wefe granted, cooper=
atives formed and credit extended. 'This:prdgram was announced as an

example for other]éndlords fo follow; it_foUnd_few emulators.. During

the political turmojl of the Massédegh'era thié-program came to a halt
and by 1961 only 7 villages out of 1330 were distributed.29

The land struéture of lran beféfe reform was characterized by

a wide range of léndownefship sizes, with a relafively few private owners.
The state and religious endowments hefd large estates and large numbers
of single villages and part villages (dong).. Within this ownership frame,
tenancy was a strong dominant feature, with crop sharing the dominant mode
of rent payment. Only in the Caspian. rice area, where Iran's richest

farm lands are located, were cash or other fixed rental found. Lambton



has poiﬁted out thét tHe Iargé'landowners of lran fn the bre—reform periSd
were not a hereditéry landed aristocfacy on the European feudal mode, but
rather men of urban origin who had bought land for the purpose of social:
prestige and political pdwer.30 A common characteristic was that they
were mostly absent and took little direct jnterest.in the management of
'théié egéétes.ﬂ-Fdr this they hiréd ﬁanégers or baijiffs (Kadkhoda).

Some pecularities of Islamic land rights philosophy imposed serious‘L 
adversé effects on the usual conditions'of tehancy. Thg doctrine of
"'root rights'' gave to the planter the rights to use the products of his
planting as long as the:rootS'remained.a1ive._ Because of thése,]andlords
did not gllbw tenanté to grow long=-1lived crops,-;Another doctrine recog-
nised coﬁtinuing uﬁe rights in land formed for several consecutive years.
To guard against the establishment of SUEh-riths, landlords commonly
rotated their tenants to different pfots of Iand'eéch year. The result
of these two practices was to prevent tenants féom improving the land in
any lasting way. Infestation of perennialiweeds were heglected, stony
fie]ds-were left unimproved, 'use of fertilizer minimized and eFosiOn
Neglected. Raup's comment on the investment processes in agriculture
show the deleterious effect of such practices in preventing resource
maintenance and capital accumulation: 'The process of economic growth
in agricuiture follows a distinct pattern. In its early stages, slow gains

in capital stock predominate. Investment decisions are typically made

in small segments, spread over many seasons or gestation periods. Im=



pressive amouhts of capifa].aée-forméd, but by many small plodding stéps.
This is quite different from the large scale, dramatic investment pfogram;
emphasized in much current economic deve]opmenf p]anning.. The iﬁage o%
development conveyed by a hydroelectfic dam or.by a steel plant is mis~-
leading if applied to agriculture. Capifgl formation in farming is rarely
concentrated inrspace or time. It acﬁUmqlateSQEy'an incremental process
that is best described as_accretimar.y.”3|
Raup goes on to state: “The prdspect of Iong'énd secure tenures
can create a condition‘in.which maximum incentive is.given for the ihvesf%"
ment of family time in productive undeftakingsf Much of agricultural
captial formation is accomp]isheé’iﬁ.whatrmiéht‘otherwige be leisure time.”32‘
The violent and unforseen overthfdw of the government of bordering i
lraqg in 1958, the conétaht barfage_of Persian Ianguage radio broadcasts from
the SoQiet Union attacking the monarchy, fhé-land]ofd class and the lranian
government as obsta;les to the rights.of the people; thé notoriously rigged
procedures of elections for the Majles (pafiiamenf), all signs pointing to
a public demand dangerously approaching genefél revolt, cu]ﬁinated in.a
bill in 1960. _THe new law limited. the size‘of individua] hdeings to a-
maximum of 400 hectares (988 aéres) of ifrigaféhiland or 800 hectares
(I,976'acres) of unirrigated tand.33 The implementation of the law, how-
ever did not progfes; much beyond fragmentary action, largely owing to the
absence of sufficieﬁt data and administrative machinery and the strong op-

Position of some members of the majles who were themselves large landowners.
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On January 9, 1962, the 1960 law was amended by a“decr§'loi“ of.
the Council of Higisters after par]iément had been dissolved. It (I)
limited the size of individual holdings té one village; (2) fixed the
price due to the landowner for extra holdings to be sold to the peésants
on the base;_of previous years'.taxes paid by him; (3) allocated the
ho]dihgs émong'peasant cultivator without changing the existing field
la?out of the village; and (&) required membership.in a cooperative
societ? as_a,condition of the peasants feceivfng ]and.34 This law with
§upp]ementa] articles of Jahuary 1963 andAvarious other regu]atfons
éonstitute tre legal framework for_egecuting the land reform program.
The.obvious pragmatism surrounding the law has been a unique feature of
lran's effbrt to ﬁndertake a gigantic step fn-feforming the nation's
land tenure system.

| The 1962 Land Refdfm Law was designed fo bring a major change. in

the ]and]ora-peasant ré]ationship with a minimum of.changé in the environ=-
ment and physical setting of production. ' The execution of the law came
to be known as the first stage of land référm. Under this stage, a total’
of |6,000,villages representing 19.5 percent of the araBle land were pur-
chased by the government from the landowners during 1962-69 period and
transferred to some 743,400 farm families. (Table I) 35

Although the number of villages directly affected by the first
st#ge of land reform constituted only a smali portion of the total

number of village in the country, the large land holdings of all major



landlords were'liquidated witH profound sociopolitical implications for.
the entire country; Even though such vast and radical reforms in other
‘parts of the world had been accompanied by aramatic, emotional and often
violent reaction and'usually a fall in.agricultural output, the lranian
reéu]ts surprised even the moﬁt optimistic. In many parts of fhé country-
there was a rise in output due to bétter standards 6f cultivation. Dis~
location and disruption was minimal. |

Under the second stage of land reform, landowners were offered
. @ choice of five methodé of.settlemeﬁt: (a) tenancy; (b) sale to~pea-i'
sanfs;.(c) division of land on the_same proporfions as crop sharing
agreements; (d) formatfon of agricultural cooperativesj (e) sale of
peasant lands to landowﬁers.BT Moreover,.maxfmﬁh individual holdings
were-set at 150 hecfares (370 acres) and the reform was extended to cover
religious endownment lands (vagf). Under the;second stage the'peésénts
were given tenure but many did not re;eive owﬁerghip of land. (table II)38

To create fhe degree of fndependence and self-reliance nééessary
for the peasantry to move out of thé landlofd's sphére of influence a
coopératﬁ?e movement was fundamental. Thi§ ha§ been a difficult task in:
view of the numerous cultural, social, manpower and organizational dif= ‘
ficulties. Despite this the number of rural cooperatives have increased

39 In 1961 it was noted that

tremendously in recent years.(table 111)
although 45% of total national income came from agriculture, nevertheless,

not more than 6 to 10 percent of institutional credit was allocated to



agriculture; non-institutional credit sources Were almost ;11 of the
agriculteral credit. Private hQneylendefs, fhe major source of short=
term credit charged |20 to 150 pereent. In the pre~reform period, only a
small fhaction ef farmer's credit needs were being met by institutional
sources; the Agrieultural Bank smeli loans program had proved the feasi=
bility of institutional loans for subsistence needs but contributed very
little to agricultural production and the coSt’of non-institutional credit;hﬁi
was so high as to preclude borrowing more than taken amounts for pro-
.duction purposes. .After the land fefonmanew'emphasis was made to pro-
vide and 5upervise.smalj production loans throUgh cooperatives and a

larger share of the total Eeeources of-fhe,egricﬁltural bank was allocated
to this use. This was essential because former private sources. sharply
reduced thelr credit to the land rec:plents lmmedlately after the dis-
tribution. The enlarged'number of_cooperatives and the need for a special'
focus on distributed Qillages led to the ereafion of a new administrative
structure called the Central Organization for Rurel Cooperation (CORC).
'""This organization took over from the-Land Reform Organization and the
Agricultural credit and Rural DeQelopment Bank; the setting up and super=-:
vision of. rural cQoperativeISOCIeties. It wes an independent corporation
set up by é charteh as an independent joint-stock company governed:by the
commercial code. :Its fuhction Qas to.give guidance to the rural cooperative
societies and their federation; to‘expand the cooperative network in rural

areas; to provide the societies and their federations with credit; to
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encourage mechanization and the marketing; to'provide farming implemeptﬁ
and requisites;...etc.“L}0

While the average loan level has been characterized as too low
to have much impact on agricultural productioﬁ,.'&m loéns largely freed
the peasants from dependénce on local merchants and money lenders and
thus enabled them to retain sdbstanfia1lY‘1ager net returns from production
and this in turn becomes available for the purchasé of .more production
inputs. Land Reform can thus generate a séf.of_new attitudes toward .
debt and cfedit which are essential fbf capifal formation. Taboos agafnstb‘
debt ére»characteristic of traditional societies. vThe taboo seldom pre-.a,
vents‘borrowing‘but it ié generally cthingdsfbr cbnsumptibn purposes. . The
emergenﬁe of attitudes that Felate debt fepaymeht‘abilities to increased
output is an 3mportant prerequisiteifor agrch]thra] development. It is
very important to reé]ise that a sééuré ténure in land can lead to sfag-
_nation if it is noﬁ followed by extensive sérviée and credit supervfsion.
It is also possible to devise long—term'leésing arrangement that would
create tenure security. This was done for the vagf lands in lran, giVing
the tenant 99 year leases which would in effecf give'theh full incentives
- to improve their property.

In January 1966 the third stage of land reform was announced with
the aim of (l) expanding agricultural output fequired for the industrial
development of the country (2) a rise in the per capital output and

standards of living of the peasantry and (3) the stabilization of food



prices by improvéd marketing ahd production techniques.hl With the re=-
digtribution of land more or less complete, attention is being directéd
to the full utilization of tHe nation's agricultural potential, Accord-‘
ingly water resources were nationalized‘in'i967 and three new ministries’
were set up: Ministry of National Resources, Ministry of Agricultural
Products and Consumer Goods and the Ministry of Land Reformed Rura]
Cooperation. Raup comments: ''It is the slow evolutionary impact of
measures taken after the actual land reforﬁ which decides its ultimate
success or failure.”hz' Whether or notlfhe new_technologies of the green
revolution can be successful depends on whether the rate of institutional
reform (such as changes in tenuré, credigﬁrié#ig%ucational'and résearch)
have been transformed to enodgh to acéomodafe these technologies.
The failure to make institutiohal-refdrm may be a severe handicap.
"There is evidence in%everal Latin-Aﬁeri;a countrie;fthat a failure to
make needed changes in polfcies now detrimental to agricultural or a
reluctance to effec£uate the insfitutioha] reforms required to give real
economic incentives to small farmers and tenénts have been .responsible
for the slow spread of Mexico's success wifh the new varieties of wheat-
‘and corn to its neighbors in the south.”43
Usually the early adoption of the new technology will be in

regions which are already more advanced, responsive,and have better soil,
better water management and closer access to roads and markets, in sum,

wealthier farmers. |t becomes much essier for them to adopt the high-

vield varieties since the financial risk is less. Whén these new
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technologies are used and yiefds double, there is a corresponding in=
crease in income. Thus the richer farmers become ricHer and they can
capture‘fopd markets previously served by the smailer semi= subsis-
tence producers. Such a deve]opmenf could lead to a net reduction in tHe‘
income of the‘smaller poorer farmers and a reduction in income of less expef-
imental, more insecure farmefs; This raises the immense problem of
welfare, equify and social justice. It‘fs obvious that if only a small
fraction of the rural population moves into the modern times while the
majqrity is left behind or perhapspeven poorer, the situation will become
highly explosive. | |
In the:regions whére-the production revolution has occurred, even

" with a high on farmdemand frpm increased oufput; marketing surpluses have
risen more than prpportiOnate]y to production. However policy makers -

seem to react to cataclysms too late: -Tfanﬁpppfation and marketing
bottlenec'.s have ofﬁen been a major problem. Problems with milling,
storage, grading and transport have been'phenomenal_in India and Pakistan
and although the new technologies are not so widespread in lran, appropriate
measures must be taken before the problems arise. Accordingly appropriate
~action has been planned by the Plan Orgénization: the supply and demand
of agricultural products has not so fap been handled in an orderly manner -
nor has the distribution of various farming and livestock products been
conducted on.]ogical-and equitable fashion in the various stages from

Production to consumption. Available statistic reveal that an appreciable
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part of such products is was ed during various stages of production and
distribution, which ihposes a heavy loss on the economy and those who
benefit from it. Hh In addition most products aré expensive for c0nsumérs:
while income of producers of thése products is so low that there are no’
incentives to increas production. To ovefcomé these difficulties (a)

A marketing organization was established; .(b) The Agricultural Statisfics
and Economic Research Bureau will be brovided with technicians and equibA
ment; (c) Organizations investing in proper supply, storage and traﬁs-’
portation of agricultural products will be given technical and allocated
credits; (d) regulation for the marketing; sbrting and packing of agri-
cultural products will be drawn-up and the'lhstjtute of Industrial Research
will be strengthened; (e) démonstrative §OOperétive societies will be.set
up and given the necessary cfedit facilities and technical aid; (f) the
éapacity of storage silos will be inéreased and livestock fattening.
~centers and markets will be established in suitable areas.

Besides marketing and transport prob]ems; there havé been varietal
quality that have posed difficult domestic and international difficulties.
Although the new varieties are more profitable to farmers to produce,v
. there is some doubt as to eonsumer acceptability. However research on
new varieties can overcomé this problem. |

The question of pricing and markets introduces immense political
and economical problems., Most food defiéit countries have a structure

of relative prices that have no correlation with wortd market prices and
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adjusting domestic support prices are essential if farmers are to be given
the correct price signals and if the social benefits of agricultural
productioh are to be left at the vanguard‘of deveiopment strétegy. The

case of Pakistan shows this problem clearly. Given the new wheat-ferti-
lizer techndlogy coupled with governemnt guaranteedlprice support which

were twice world market price at the official exchange rate, to grow wheat_

Ls

was an extremely profitable venture. iIf the pricé‘oF wheat,which is a
major wage food, had been lowered, it would haVe'assfsted urban industrial -~
wbrkefs and moved the price of wheat ih'lﬁne with internafional comparative
advantage_;45 The agreement was that.produétfqn w0qld be reduced because'

disigﬁéntives would be harmful on reéfoﬁs nbt_using the new technologies.l+6 |
Eventually high prices were-ﬁaintained, .Aé'Faltoﬁ states "The fundamental
point--that incentives is a ¢omposité of.yield andvprfce'(i.e. profitability)
and not just price was over]ooked as‘wefesfﬁg_broader needs of the economy.

. That somehow agriculture might or should:sﬁére the feSults of cost reducing
effects of the new technology has been disregarded.“h7

On théinternationalside,even_if a dévelobed country can produce
a surplus,breaking into the international group market is difficult. World

- market prices of grains depends on both what happens. to the gréen revolution

_in the developing countries and the type of agricultﬁral policies followed

in the advanced nations. Falcon sums up the three different kinds:of

problems that the developing nations will have to meet (a) ' a tenmacity



among developed countries in %ighting for shares of the commercial markets
aﬁd a willingness to cut prices to retain them; (b) an increasing améunt
of food grains being suppliedlby the developed coﬁntries at concessional
terms to countries that might normally be the trading partners of deQeldp-v'
ing countries;and (c) an inability or at least the difficulty of the less
developed world to compete in a buyer's mérkets in ferms of specific grades,
quality, deliverability, etc." This does ﬁot mean that developing nétions
like lran can not sell on the international markets but it must rea]istica}]y'
evaluate the quantities and prices at which wHeat and-rice can be exported
and the concomittant internal price adjpstments that will be required.
The gqvanment of Iran is emphatic about.the need for overall development
and not merely the agricu]tu}al sectof. The real tragedy in Iran would
result if the government of lran retajned outmoded pricing po]iciés which
would lead to inefficiencies: in resoﬁrce_allocatioﬁ, stock accumulation or
highly subsidized agriculturél exports. Moreover,.if the developed countries
maintain thefr conﬁessiOnal policies, the developing nations should lodk
towards their own internal markets for absorbing the surplus. output. |If
it is possible to increase oufput, the prfces.of'féedgrains would fall,
Since the increase in output comes from cost=-free technological
change, price would fall somewhat and still provide strong incentive to
farmers.us With adequate stocks of grain the governgent could implement
expénsionary monetary and fiscal policy, éspecia]ly if it is directed

toward labor-intensive public projects, can shift the demand course



for grains to the right helping to counteract some of the decline in
prices.L’9 Given the facﬁ that the price of the wage good is a developﬁent=
constraint the increases.in production from the gréen revolution can coné
tinue after initial import substitution has been exhausted. These pro-
duction increases can be converted into :investib]e resources through.
fiscal and monetary policy. |[f fran moves into a fodds’urplus economy

by the mid-seventies, this would seem to be an‘apprbpriate strategy since

this approach provides time to solve the'agrarian institutional pfoblems

and prepare the nation for entering international markets.
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Popuiation Growth and Employment

The fact that reform of land tenure institutions is.extremelf
important in the development process is obvious for it is é catalyst |
towards even larger institutional reform., It is a crucial.step_towards‘
the twentieth century to break the bond between the ruling class and iaﬁd;

a separation which has happened iniall jndustrial ﬁations; _additionally,_
the ways and methods'of changing the agrarién system has a direct influencev
on the resulting political system, In lran, immediately after land reforﬁ
was initiated, the cabinet announced a gweeping programme of reforms
heralded by the name of the "White Revolution." These were (1) the abolition
of traditional sharecropping arrangements and the substitution of cash wage
contracts wheneveripeasants Qorked fof landowners; (2) the nationalization
of all forest lands; (3) a massive literacy programme with the establishment
of a Literacy Corps; (4) a uniform nation-wide profit sharing scheme under

A which employers would be reﬁuired to'distribute 20 percent of their annual
profits to théir ehployees; and (5) revised electoral laws to assure free
elections.so'Between 1962 and 1972, six othef réforms == the development

in health and rural construction, a House of Eauity to handle interminal
minor village litigation, the nationalization of watér resources (1967),
urbaq and rural reﬁonstruction and development and the reform of the

57

country's educational and administrative system, There are many who
predict that these broad reforms, like many earlier futile attempts at
reform would soon be forgotten. But many also wonder whether the regime

would -be allowed to forget its momentary enthusiasm for reform even if it



Qanted to do sb. A goverment can trifle with the fundamental appetité
of its subjects only so long, and so often, before some reékoning Seéms to
be inevitable =~ if no '"White Revolution," pérhaps oné of a different,colo;.
That the Green Revolution can iﬁcrease oufpﬁt.is not doubted, éutA'
unless a comprehensive system of institutions is established in which the
powérs of theAState and of the eéonomic system supplement and mutually
support each other, so that people are'enefgi2§d by expections of progress .
“in-a reasonably depeﬁdable public order; not only will the gains in ;echnicéi
agriculture-bé nullified in a few decadéé; but_technicalvprogress without
insfitutional recohstructionvwill likely inténsify'pressures for revolution,
The populatibn of-lfan is 61 peréent rural and.39 percent nonfarm,
and js growing at an annual.rate of 2.9~percent;$2 Durfng the 1960'5, lran
has experienced a remarkably high rate ofvegonohic:gfowfh in actual prices,
feal terms and per capita. -Output duriﬁg the décade hés gfown steadily at
- an annual rate of some 7.6 pércent iﬁ-fealfterms (and 9.5 percent at current
prices) =-- exceedfng the originai 6 percenf growth target of the Thfrd Plan
(1963-1967) and matching the rates achieved by some of tHe fastest growing
coﬁntries in the world.53 As populéfion'is eéfimated to have grown between
2.7 and 3.0 percent per annum during the same period, real per capita G.N,P,
has increased by about 4,5 percent a year. The gross national proauct in
1969 stood at 700Abillion riéls (ju$t over $9 billion) at current prices,
and 583 billion rials (nearly $8 billion) iﬁ 1959 prices.54 Per capita
G.N.P, was $330 and pef capita income $285 comparing.favorably with per capita

G.N.P. of $200 and per capita income of $175 in 1962.°°



0il, growing at an average annual rate of 15 percent in revenues
in the 1960's has accounted for 33 percent of the growth in total value

added during the decade.56

Industry, advancjng at an average annual rate
of 11.3 percent, has provided another 19 percent of the tofal value added.;§f 
Manufacturing in particular has_had'a notable.growth. Althdugh traditional
secfdfs; food processing, textiles, construction materials and carpet
weaving, have continued their dominant role,. new industries,'mainly'electfi;f_l“
cal, chemical, metal working and machinery; héve éxpanded at more than 12..
percent per annum, : |

. The major element of growth has been the oilvseétor in which local
efforts and initiatives have played a.relati?e]y mfnor economic role, and
industry has been more amenable to. increased investment and production
through'increases in the impqrtétionvbf capitaf goods. Part éf the totél
annual growth has also been pfoQided by thé exbansion.of the sérvice ﬁéctor
“which includes the.gdvernment's own administrafive épparatds.

However, the growth of the agricultural sector Haé»been very.dis-v

appointing. During the 1960!5 farm productfon rose by an average raté of
a mere 3 percent, barely exceeding the annual'fise in population.58
 Although the target rate for the agricultural sector in the Fourth Plan has
beén'set at 5 percent, rather unrealistically, the actual rate between
1968 and 1971 has>only been 3 percent.

Employment has also increased in the past decade at an average rate

of approximately 2 percent..  Full employment has prevailed in the skilled

-34-



aﬁd technical personnel market. As the labor force has grown at a so&éwhét
faster rate, some pockets of unemployment have C6ﬁtinued fo exist parti--.‘
cularly among urban unskilled workers. But shértages have also prevailed .
in some highly skilled trades. To combat unemployment and underemployment;.“
the government has diverted sizeable funds to educatfon, manpower traiﬁing,
and to upgrading of ;he labor force. B
The high growth rate and nearly fﬁll'émp]oyment of skilled Iébor “'%h a
in recent yeéfs have been a direct resuit of substantial increases in'both;>
‘public and privaté investment. Annﬁal gross domestic capital formatioﬁ
almost tripled in real terms betwen 195§ and 1970, rising from 17 percent
of G.N:P to more than 21 peréent of G;N:P:v Mére than 60 percent of thé
investment has been in the pﬁblic sector, iDufjng the same period, the'
ratios of grdss nationaf savings to the groés domesticvand national producté
’have generally ranged above 15 percent.  This, ih_turn,'has regulted in a
reiatively high rate of gross domestic cépftal fofmation. Gréss domestic
fixed capital formation represhts gross additions to the stock of fixed
capital within the country, whether financed by the country's savings or
by foreign funds. Given the relative importance of the former in augmehting
the stock of capifal, it can generally be regarded as the embodiment of
national savings. It may be noted that the rate of capital formation is
expected to reach a high of about 25 percent of G.D.P.Tby fhe end of the

Fourth Plan. This has obvious implications for planning and growth.



Assuming an incremental capital output ratio of 2.5 : 1 and a population
growth rate of 2.8 percenf per annum, the gross domestic product per capitéf
cah be expected to increase as much as 7 percent per annum in real terms.

Two important features distinguish the agricultural sector in a
developing country and its role in-the pfocess of -economic growth, First;'
agriculture is an existing industry of major proportions; in Iran 61 percent
of tﬁe population is still involved in agriculfure. The other characteristféé_
is the secular decline which occurs in the relative size of the agricultﬁral:i
sector; that.is, the structural tfansformation which fnclﬁdes both the_flow
of ]abor’frbm agriculture to industry and the decline of the aériculture
sector in relation to the other sectors in theAeconomy. The significancé
of these shifts amdng_the various sectors of thé économy will become clearer
when they are viewed in terms of sectoral shifts inAthe_tqtal real product,

A fall in the share of agriculture is the result of a rate.of growth of
agricultural_output lower than thaf of aggregate output.. In Iran there has
been a rise in the share of the industrial and oil sector$, implying a rate
of growth of output higher than the percentage growth of aggregate product
at factor cost as well as the relative changésAin the four sectors under
consideration in constant prices. It will be seen that the relatiye change
in aériculture, in real terms, is smaller than that of aggregate product,
and the relative éhanges in industry and oil are invariably greater than
that of aggregate output. (Table IV)60 |

-61

Table V "summarizes the distribution of the labor force among

the. four major sectors from 1959 to 1968. The data reveal a distinct and
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clear trend in labor input away from agricul ture andvtoward industry and
services, The share of agriculture in the total labor force fell from 53;5
percent in 1959 to 45.9 percent in 1967.

Al though a high growth rate has beén piyotal in the basic quaﬁti4
tative framework, é somewhat ''balanced" approach.has been followed as the.
purpose of development.strategy. Although thé.plénner's aim has not been
to equate this balénce with an even disfribution of»devélopment resources
among all sectors of fhe edoﬁomy, at least not in the shorf run, their
long range perspectivevhas.envigaged such a balance. In lran,-both the
agricultural and the industrial sectors have been emphésized, al though un-.
equally.  Since'the capftalfoutput ratio in lrénian agriculture is higher
than that in industfy, the aim has been tovb}oQidé an adequaté supply of
agficultural products énd sufficieht-demand for sufpluskrural workers,.
whereas the major impetus to growth'has ﬁeant to. come from indugtry-and‘
mining. |

It is estimated that during the Fourth Plan income will increasé at
an average of 5 percent per aﬁnum. The’populatidn growthvfafe is approxi-
mately 2.9 percent and the income elasticity of demand for‘égricdltural
products is .7. Using the Johnston-MelIdr Formula, the annual increasé in

the demand for food is calculated to be L,7 pércent in 1971,



It.is needless to.add?that in the above formulatien we have
neglected, as have the planners, the effeet of both price and
elesticities. The country's demand for food is expected to rise by an
average rate of about 5.5 percent per annum and iran is expected to boost
its food output by generally tHe same rate by 1972,

Johnston and Mellor point out that agricultural development ie
characterized by a substantial increase in the demand Fof agricul tural
products aed the failufe to expand agricﬁlfural products in pace with the
growth of demand for food can seriously impedefeconomic growth, In Iran,:.
the rate of population growth of 2.9 is very hjgh;‘income elasticity of demand
for food is much more elastic than in the developed countries and hence a
given -increase per,capita income has a considerably Stronger impact on the
demand for agriculfural products in-the;lese developed countries. |t was :
formulated_that the demand.for feod in Iran weuld have to be increased by
5 percent annually, which is‘a‘fermidab]e {F not unfeasible task for thev
agricuftura] sector.

If the food supply does not meef the demand, prices rise, thus
leeding to ‘adverse effects on.industrial profits and ecohomic growth, Owing
to the economic and political repercussions of.a rise in food prices,
domestic shortages. are likely to be offset by expanded food imports, How-
ever, foreign exchange has a high opportuﬁity cost because of the }equire—
ments of capital hachinery needed for industrial development, Thus, if the
“potential exists for increasing agricultural productivity, it seems to be
more advantageous to obtain additional food supplies by increased domestic

output rather than by relying on the expansion of exports to finance enlarged
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food imports./
| "The demand for food is a'desired.demand determined essentially
by the growth of population and of per capita incomes; and this characteristjc
of the demand for food cuts in both directions. Not only does it mean
severe penalties for the failure of food supplies to keep up with- demand,
but it also implies that the returns on-inQestment in the expansion of

food crops for domestic consumption fall of f sharply if food supplies
62 '

increase more rapidly than demand."
On the employment side, the crﬁcial considerations are the high 
rates_of population growth and the difficulty of absorbing'large share of
this growth in the urban sector. Even with.avlarge rural =to-urban migration,
the rural population continﬁes to grow, althouéh at a slower rate.than thé
total pépﬁlation. In lran the nonagricultufal.labqf force'fs growing at
L,9 percent annually while the total labor force is érowing at the rate of
2.9 percent. Using Dovring's first''rule of-tHumb,“ we estimate the rate at
which the nonagricul tural labor force will grow as a proportion of the total
labor force. Dovring's first rule states than when the nonagricultural
grows faster than the total labor force, its percentage share in thg total
labor force will increase at a rate which is the difference between the
growth rate of the nonaéricultural and the total labor force.63
Therefore, the change in total share is 4.9 percent - 2,9 percent = 2
percent. Since the population of Iran is divided into approximately 60

percent agricultural and 40 percent nonagricultural in 1970, then there will

be 40 + (40 x 2 percent) = 40.8 percent in nonagricultural in 1971. |f the
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population grows at .8 percent ih one year, it will take 12,5 years fo._.
change the 60 percent-agricultural 40 percent'nonagricuitural into a 50
percent farm and 50 percent nonfarm. Now assuming that the farm populaéibﬁ~A
remains stable in absolufe numbers, we are interested in knowing how fast 'r?£
the nonfarm employment wou{d have té grow to absorb all thevpopulation

increase (assuming that the total population and labor force grow at an.

annual rate of 2.9 percent). Dov ing's second rule of thumb states that

if -the agricultural population is assumed to remain stable, then the non-
agricultural population should increase at a rate equal to the rate of the -

population growth multiplied by the denominator in the fractional number. . -

for nonagricul tural population over the totélﬁpopu]ation.sh'
, 100 _
Therefore we have——Ea——— X 2.9 = 7.25 percent.

Thus the nonagricu]tural employment has to_g;ow‘ by 7.25 percent in_order to
"~ keep the absolufe numbers constant in agriculture. Although output.iﬁ Ifan
has increased more than f.ZS percent dver the‘lést ten yeérs, especially
during the Fourth’Plan, accordiﬁg'to a récent gnpublished study, employment
between 1964 and 1969 is estimated to have'ri;en by 16 percent -- implying
a compound annual.growth rate of about 3.9 percent, >The same study also
puts the over-all employment rate in the first half of 1969 at 3.percent éf

the labor force -- 5.4 percent in urban centres and 1,5 percent in rural areas,
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Needed Redirections in Agricultural Development

What do all tnese calculations mean when we are dealing with the.
process of development? Owen begins his article by stating that the most -
fundamental dual question is how can peasants be encouraged to preduce a
cumulative surplus of food and.fibree over. and above their eonsumption,.ande
how can this surplus be channele& into invesfment activity without requfring'
in.exchange en equivalent transfer of productive value to the farm sectorrési;'r
According to Owens, a squeeze on agriculture seems to be a feature'of all 8
developing-nations whether socialistic or cepifalistie.

| However, this squeeze on agriculture_cannot be abplied indefinitely_'j
without a reﬁurn flow of public investment,; | f fhe squeeze is applied
indefinite]y.in thie one-wey»exploifation-procees and there are no benefits
for the agricultural sector, the incentive.for cepital formationvbeeomes
weak. ~ In lran, given the high population growth and its need to impert.food,
it cannot ignore investment in its agriculture and it may have little te |
squeeie from the peasants without facing'the prospect of mass starvation,
The case for tax reform programmes can lead to the realization of one of
the principal capital-forming opportunities tnat a land reform can create.

As long as decisions are made on the basis of private profit, farm
entrepreneurs %n [ran may find economic justification to import labor-

‘saving machinery. There are various reasons'for this: (1) farm owners may
have outside interests which might be more economically important; (2)

Abundant Tabor may not be cheap labor because of certain minimum wages and

social welfare laws; (3) An unskilled labor force mighf be difficult to
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manage. Government policy often encourage Vthe importation'of such
machinery by giving favorable foreign exchange terms and more easily
available credit at low rates of interest,

Dorner and Kanel point out that the profitable course for the
individual entrepreneur results in a.cost to society Which cannot forgvef
be péstpoﬁed. Given the rapid populationgrowthand increases in farm
population and the iﬁability of industry to absorb the.surplus labor force,
agrfculture must be organized to provide much more productive employment.66
The large .agricultural labor force in fran before land reform lacked the

economic and political power needed'to incfeasevits productivity. Before -
land reform there was an obvious mfsailocation of resources == too much
land and capital and too little labor on the large farms and too much labor
and not enough capital on farms owned by the peasants thgmselves. The
Japanese experience suggests that that technology can bé adapted to fit
small farms if research is Sﬁecifically-directed:towards this end. In
Iran, the reorganization of a large farm system on a cooperative basis
can both absorb labor and be efficient in the use of capital.

The above circumstances yield to the Johnston=Mellor policy pre~
scription -- that of a labour-intensive approach with reliance on yield
incréasing technical innovation in the earlier phases of agricultural

67

development. This system both produces increases in agricultural products
and avoids displacing labour prematurely. |t calls for agricultural
research for farge increases in the use of yield increasing inputs such as

fertilizers, improved seed, insecticides and pesticides, increases in
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irrigation facilities and for building of serVice institutions in
extension, marketfng and credit. |

lIn the Iranian context, emphasis has shifted in the late 1960'5?
to Increases in agricul tural productivfty-and'now it seems that the problem'f 
of qnemployment and redistribution ére thought to be secondary objectives,
to be resolved indirectly as output increases. Kanel and Dorner pqint out' -
that higher productiVity.is found on larger fafﬁs but fhat this is‘hardIyAaﬁﬁ
relevantvmeaSure ina labor surplus economy}68"Higher productivity is
based mainly on me;hanization and labor;saviﬁgvtechniques. LandFsaving
technologies associated with the Green Revolution such as improved seed
varieties, fertilizer applicatfoh, improvéd insecticides and pesticides
can be applied to fhe redfstributed.lands. Under conditions of'abuﬁdant
surplus labor and a high population gfowth, prqductivity per unit of‘land
seems to be the most relevant measure for policy purposes. The purpose of
. economic development is to raise labor productivity, but not just for the

69 And to

few large farms but broadly throughout the'agricu]tural‘séctor.
do this, land reform must be implemented.

" Even with the rapid growth of‘fhe indhsfrial sector in lran, it
 seems -that nonfarm joEs will not keep up with the population explqsion.
Incréasiﬁg agricul tural unempfoyment and underemployment and a larger
unemployment in the cities seems'inevitable.

In the short run, data indicates that in ééme areés, the shorténed

growing season may permit multiple cropping and add to labor requirements,

Increased yields per acre may also require more labor., In some cases,
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however, it may become more profitable to displace a more labor=-intensive

crop such as cotton with one such as wheat which may mean that the total

man days of labor may be reduced. However, no serious generalizations

can be made and the employment effects of the new varieties unless analyzéd,
in a spécific regional context. Such data is not yet available for Iran.

However, the negative effects of the green revolution must also be -

taken into account, Thé green revolution has led to unequal regional growfﬁ
and this touches the question of employﬁent, welfare and stabiTity; Region§5f
with irrigation have the capacity fo reﬁpond td fhe new technology wHich '
‘means that incomes in these areas will grow'phenomenally. .It_is thg
differences in income in different regions.of the cbuntry that could Iead'

to severe econdmic'and'politicél implféatibhé. Althsugh théoretically thg 3

' new seeds and fertilizers are neutralized fo scajé, in pracfice tHe facfor

and product markets in which the technology_is used_bften have Iarge'imperfeét-

70

ions. Often it is the larger, more modern, méfe efficient farmer who
obtains fertilizefs and ifrigation water,‘whfch:means,their incomés havev
increased tremeﬁdoﬁsly. This could lead to both risihg.iand’prices and

more important, mechanization. The result would then make tenants into
laborers aqd increase the number of peoble displéced from agricultpre. It
is feasible that growth in government, public works or the service and
supply industriesAcan absorb some of this additional displacement, However,
there would evolve a large number of uprooted men -- dispossesed, deracipé

which could have severe sociopolitical implications for the nation. There

are ways and means to close the gap between certain social and private
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benefits on certain forms of agricultural technology. !Higher taxes on
tractors, a possible lowering of wheat and rice prices as a stimulant to
the rest of the economy; higher interest rates on capital; progressive

land taxes and perhaps even ceilings on farm size so as to make unecon-

71

omicé] from a private point of view, certain Fofms Qf technoTogy.
Nei ther grthh nor equity problems can bé solved by the green
revolution "or- by the agricultural sector aloﬁe. A common feature of
most dévelgping countries,»including lran, ésﬁe;ially before land reform,
is a éhared.distribution of land ownership:and a relatively slow growth‘of _
‘nenfarm emploYment. Thds, those who own no;land or very small parcels,vor.
who farm as tenants or sharecroppers have only a smail aﬁcess to. income.,.
In a society like Ifan'Whefe 60 percent of fté'pépulatién is involVed in
-agriculture,.the income leQel of ;he'majbrity.is no help in determinfng 
the demand for foods in the economy. Wheﬁ'the fﬁral people are poor,
little economic demand is generated. i
There i;, of course, a conflict be£weeh a more equal distribution
of inqome and demand expansion and the con;entration oF income which would
allow highrates of savings and investments. But this éonflict might be
resolved if lﬁxury or conspicous consumption (especially of imported goods)
could be reduced to a smaller proportioﬁ of the income-of'property:owners;
then the pfoportibn of savings to ﬁationaliincome could be conﬁiderab]y_
raised without lowering the standard of living for the man pf thé population.

To state the problem as a choice between productivity and equity is



an oversimplification., 1In lran there must be attention given to both the
distribution and production issues and policies have to be redirected to meet:
both these issues; their neglect may mean the failure to échievé both
the growth and dévelopment objectives; In Iran, there is an overemphésis
on producticn as a goal rather than the creation of -opportunities for the
masses of rural people, |
The essence of economic development is not merely to keep man alive:  

under any conditions; rather it is the existence of a rising'cultural,
educational and economic level; of a sense of'ihprovement and bettefment.

In short, .development calls for a sénse of dominance or purposeful control
over one's_environment, and only under such conditions 1ife becomes less
unbearable and sociél conflicts less.sharp. Hunger and poverty do not breed
reform; they breed madness and all the ugl? distéhbers that make an ordered

life Impossible,
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