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Lifting and keeping millions out of poverty requires that smallholder agricul-
ture be productive and profitable in the developing world. Do we know how to
make this happen? Researchers and practitioners debate how best to do so. The
prevailing methodology, which claims causality from measures of statistical sig-
nificance, is inductive and yields contradictory results. In this book, instead of
correlations, Isabelle Tsakok looks for patterns common to cases of successful
agricultural transformation and then tests them against other cases. She hypoth-
esizes that five conditions are necessary to achieve success. She concludes that
government investment in and delivery of public goods and services sustained
over decades is essential to meeting these conditions and thus successfully trans-
forming poverty-ridden agricultures. No amount of foreign aid can substitute for
such sustained government commitment. The single most important threat to
government commitment is subservience to the rich and powerful minority.

Isabelle Tsakok has worked on issues of economic development, particularly for
agriculture and rural areas, for more than 25 years, primarily as a staff member
at the World Bank and, since retirement, oft and on as a consultant. Her profes-
sional activities focus on the policy and institutional and incentive environments
for agriculture, agro-business, and rural development in open, market-oriented,
and transition economies. Dr. Tsakok has been involved in agricultural policy
analysis, program and project formulation and evaluation, and research and train-
ing activities throughout the developing world, primarily in Africa, Asia, the
Middle East, and Latin America. She is the author of Agricultural Price Policy: A
Practitioner’s Guide to Partial-Equilibrium Analysis (1990), a manual widely used
by development practitioners. Dr. Tsakok also developed the policy simulation
game “Exaction”with Professor Graham Chapman (1982-83), then at Cambridge
University. She received her Ph.D. in economics from Harvard University.

© in this web service Cambridge University Press & Assessment www.cambridge.org



www.cambridge.org/9780521888943
www.cambridge.org

Cambridge University Press & Assessment
978-0-521-88894-3 — Success in Agricultural Transformation
Isabelle Tsakok

Frontmatter

More Information

Success in Agricultural Transformation

What It Means and What Makes It Happen

ISABELLE TSAKOK

3§ CAMBRIDGE
5 UNIVERSITY PRESS

© in this web service Cambridge University Press & Assessment www.cambridge.org



www.cambridge.org/9780521888943
www.cambridge.org

Cambridge University Press & Assessment
978-0-521-88894-3 — Success in Agricultural Transformation
Isabelle Tsakok

Frontmatter

More Information

- CAMBRIDGE

7 UNIVERSITY PRESS

Shaftesbury Road, Cambridge CB2 8EA, United Kingdom
One Liberty Plaza, 20th Floor, New York, NY 10006, USA
477 Williamstown Road, Port Melbourne, VIC 3207, Australia
314-321, 3rd Floor, Plot 3, Splendor Forum, Jasola District Centre, New Delhi — 110025, India
103 Penang Road, #05-06/07, Visioncrest Commercial, Singapore 238467

Cambridge University Press is part of Cambridge University Press & Assessment,
a department of the University of Cambridge.

We share the University’s mission to contribute to society through the pursuit of
education, learning and research at the highest international levels of excellence.

www.cambridge.org
Information on this title: www.cambridge.org/9780521888943

© Isabelle Tsakok 2011

This publication is in copyright. Subject to statutory exception and to the provisions
of relevant collective licensing agreements, no reproduction of any part may take
place without the written permission of Cambridge University Press & Assessment.

First published 2011
A catalogue record for this publication is available from the British Library

Library of Congress Cataloging-in-Publication data
Tsakok, Isabelle.
Success in agricultural transformation : what it means and what makes
it happen / Isabelle Tsakok.
. cm.
Includes bibliographical references and index.
ISBN 978-0-521-71769-4 (pbk.)
1. Agriculture — Economic aspects. 2. Agricultural productivity.
3. Agriculture and state. 1. Title.
HD1415.T73 2011
338.1-dc22 2011001822

ISBN  978-0-521-88894-3  Hardback
ISBN  978-0-521-71769-4  Paperback

Cambridge University Press & Assessment has no responsibility for the persistence
or accuracy of URLSs for external or third-party internet websites referred to in this
publication and does not guarantee that any content on such websites is, or will
remain, accurate or appropriate.

© in this web service Cambridge University Press & Assessment www.cambridge.org



www.cambridge.org/9780521888943
www.cambridge.org

CAMBRIDGE

Cambridge University Press & Assessment
978-0-521-88894-3 — Success in Agricultural Transformation
Isabelle Tsakok

Frontmatter

More Information

In Memory of Bruce L. Gardner (1942-2008)
Mentor and friend: Simply the best

@© in this web service Cambridge University Press & Assessment www.cambridge.org


www.cambridge.org/9780521888943
www.cambridge.org

Cambridge University Press & Assessment
978-0-521-88894-3 — Success in Agricultural Transformation
Isabelle Tsakok

Frontmatter

More Information

Contents
List of Figures and Table
Preface
Acknowledgments
Summary
Introduction
ParT ONE

TuE MANY FACEs OF AGRICULTURAL TRANSFORMATION
IN AN INDUSTRIALIZING WORLD AND WHAT IT MEANS

Introduction to Part One

I. THE INDUSTRIALIZED WORLD
Success in Agricultural Transformation in England, Japan,
and the United States
1I.  England’s Agriculture in the 18th and 19th Centuries
LII.  Japan’s Agriculture from the Meiji Restoration
(1868-1912) to the 1960s, When Its Industrialization
Took Off
LIII. American Agriculture from the Mid-19th to the 20th
Century
II. THE DEVELOPING WORLD

Contribution of Agriculture to a Countrys Drive for
Industrialization and Improved Well-Being for All
Introduction

SECTION A: COUNTRIES WIDELY RECOGNIZED

AS HAVING BEEN HIGH PERFORMERS

II.I.  Ireland

ILII.  Portugal

ILIII. The Republic of Korea

II.IV. Taiwan, China

SECTION B: SELECTED DEVELOPING COUNTRIES
WITH SUBSTANTIAL BUT UNEVEN PROGRESS TOWARD
INDUSTRIAL STATUS AND BROAD-BASED WEALTH
Introduction

II.V. India

II.VI. 'The People’s Republic of China

vii

pagexi
xiii
Xix
xxi

1

13

15
15

26

35

60
60

64
64
68
73
86

94
94
95
108

© in this web service Cambridge University Press & Assessment

www.cambridge.org



www.cambridge.org/9780521888943
www.cambridge.org

Cambridge University Press & Assessment
978-0-521-88894-3 — Success in Agricultural Transformation
Isabelle Tsakok

Frontmatter

More Information

viii Contents
II.VII. Indonesia 124
IL.VIII. Malaysia 134
II.IX. Tunisia 140
II.X.  Brazil 146
II.XI. Chile 164

SECTION C: REVIEW OF SELECTED QUANTITATIVE

ASSESSMENTS OF THE CONTRIBUTION OF AGRICULTURE

TO OVERALL GROWTH AND POVERTY REDUCTION 176
SECTION D: IS SUCCESS IN AGRICULTURAL

TRANSFORMATION IMPORTANT FOR OVERALL

DEVELOPMENT? WHAT WE LEARN FROM THIS

SELECTIVE REVIEW 184

ParT TWo
SuccEss IN AGRICULTURAL TRANSFORMATION:
Wuat Maxkes IT HaprPen:?

Introduction to Part Two 189
III. NECESSARY CONDITIONS 193
Introduction 193
III.I.  Canada 195
III.II.  Australia 200
ITIL.III. New Zealand 206
IV. NECESSARY BUT NOT SUFFICIENT CONDITIONS? 213
Introduction 213
IVI. Ireland 214
IVII.  Portugal 225
V. MIiSSING CONDITIONS 233
Introduction 233
VI Condition 1: A Stable Framework of Macroeconomic
and Political Stability — The Central and Local
Governments Are Able to Enforce Peace and Order 233

VII. Condition 2: An Effective Technology-Transfer
System — Research and Extension Messages Reach the
Majority of Farmers 236
VIII. Condition 3: Access to Lucrative Markets — The
Majority of Farmers Face Expanding Markets of Paying
Customers; To Them, Investing in Agricultural and

Rural Production Is Good Business 238

© in this web service Cambridge University Press & Assessment www.cambridge.org



www.cambridge.org/9780521888943
www.cambridge.org

Cambridge University Press & Assessment
978-0-521-88894-3 — Success in Agricultural Transformation
Isabelle Tsakok

Frontmatter

More Information

Contents ix

V.IV. Condition 4: An Ownership System, Including a System

of Usufruct Rights That Rewards Individual Initiative

and Toil — It Is Feasible for Farm/Rural Families to Gain

Monetarily from Risk Taking and Hard Work 243
V.V.  Condition 5: Employment-Creating Non-agricultural

Sectors — As Agriculture Becomes More Productive, It

Must Shed Labor, Which Unless Absorbed in

Non-farm Jobs That Pay as Well as Agriculture Would

Simply Constitute Exporting Farm Poverty to Other Sectors 248

VI. THE PUBLIC FOUNDATIONS OF PRIVATE AGRICULTURE 254
Introduction 254
VI.I. Prevailing Insights into What Gets Smallholder

Agriculture Moving and Why They Have Been Largely

Disregarded 258
VLII. Political Economy Explanations: Alternative Theories of

Governments’ Neglect of Smallholder Agriculture 262
VLIIL Is Patronage Politics a Key Factor Undermining

Smallholder Agriculture? 270
VLIV. Success in Agricultural Transformation: Governments

Are in the Driver’s Seat 290
VL.V. 'What Makes It Happen: The Public Foundations

of Private Agriculture 298

APPENDIX
A. A Note on the Research Methodology of This Book 307

Introduction 307
Al Proposed Approach Using Cross-Country Data and Case

Studies 307
AL, Popper’s Methodology of Science: Refutations of Bold

Conjectures 309
AIIL. Seeking Refutations, Not Merely Confirmations, as

Empirical Tests of Hypothesis: Practical Considerations 311

B. Glossary of Selected Economic Terms 313

B.I.  Computable General Equilibrium (CGE) Modeling 313
B.II. Efficiency 313
B.III. Elasticity 314
B.IV. Gini Coefhicient 314
B.V.  Gross Domestic Product (GDP) 314

© in this web service Cambridge University Press & Assessment www.cambridge.org



www.cambridge.org/9780521888943
www.cambridge.org

Cambridge University Press & Assessment
978-0-521-88894-3 — Success in Agricultural Transformation
Isabelle Tsakok

Frontmatter

More Information

X Contents

B.VI. Gross National Product (GNP) and Gross National

Income (GNI) 315
B.VII.  Hicks Neutral Technical Change 315
B.VIII. Median, Mean, and Mode 315
B.IX. Multiplier 316
B.X. Net National Product (NNP) and Net National Income
(NNI) 316
B.XI. Protection Coefficients 316
BXII.  Purchasing Power Parity (PPP) 317
B.XIII. Quintile 318
B.XIV. Regression Analysis and Coeflicients 318
B.XV.  Small and Large Countries 318
B.XVI.  Social Equity 319
B.XVII. Spillover Effects 319
B.XVIII. Total Factor Productivity (TFP) Growth 319
B.XIX. Value Added 320
C. Supporting Tables 321
Select Bibliography 343
Index 371

© in this web service Cambridge University Press & Assessment www.cambridge.org



www.cambridge.org/9780521888943
www.cambridge.org

Cambridge University Press & Assessment
978-0-521-88894-3 — Success in Agricultural Transformation

Isabelle Tsakok
Frontmatter

More Information

1.1.

1.2.
1.3.

1.4.
1.5.

1.6.

1.7.

1.8.
1.9.

2.1.
2.2.
2.3.
2.4.
2.5.
2.6.
2.7.
2.8.
2.9.
2.10.

2.11.
2.12.

2.13.

2.14.

2.15.

2.16.

2.17.

Figures and Table

FIGURES
Sustained productivity and production increases in English
agriculture (1700-1850)
Selected key structural changes in England (1700-1880)
Wheat prices, agricultural money, and real wages, 10-year
averages (1700-49 = 100)
Distribution of farmers and agricultural land by farm size (1851)
Japan: selected agricultural growth rates (percent, per year,
1880-1969)
Japan: indices of output, input, and total factor productivity
(1880 = 100, 1880-1960)
United States: real GDP and non-farm share of the population
(1800-2000)
United States: real GDP per person and population (1800-2000)
Total factor productivity growth and real farm GDP
per person in U.S. agriculture (1880-1980)
Ireland: selected key economic indicators (percent, annual
averages, 1980s—2000s)
Portugal: selected key economic indicators (percent, annual
averages, 1960s—1990s)
The Republic of Korea: selected growth rates and ratios
(annual averages, 1960s—2000s)
Korean agriculture: output, input, and productivity
growth rates (percent per year, 1920-69)
Korean agriculture: gross value-added, input, and
productivity growth rates, (percent per year, 1920-69)
Korea: agricultural growth rates (1920-73)
Japan: agricultural growth rates (1889-1939)
Taiwan, China: agricultural growth rates (1910-40)
Selected growth rates in Taiwan, China (1960s—2000s)
Taiwan, China: selected agricultural growth rates (percent
per year, 1913-70)
India: selected average annual growth rates (1960s—2000s)
India: GDP and agriculture annual GDP growth rates
(percent per year, 1980-2002)
India: selected annual growth rates of GDP and agricultural
GDP (1980-98)
India: agriculture growth rates at selected state and
at the national level (percent per year, 1967-2001)

page 18
19

19
20

29
30

39
41

44
65
69
77
80
80
81
81
82
89

90
98

99
100

104

India: poverty incidence — selected state-specific rural headcount ratios,

official methodology, and adjusted estimates (1987-2000)
China: selected growth rates since the 1950s

(percent per year, 1952-2002)

China: average growth rates in main subsectors

of agriculture (percent per year, 1952-87)

xi

105

114

118

© in this web service Cambridge University Press & Assessment

www.cambridge.org



www.cambridge.org/9780521888943
www.cambridge.org

Cambridge University Press & Assessment
978-0-521-88894-3 — Success in Agricultural Transformation
Isabelle Tsakok

Frontmatter

More Information

xii

2.18.

2.19.

2.20.

2.21.
2.22.

2.23.

2.24.

2.25.

2.26.

2.27.

2.28.
2.29.

2.30.
2.31.
2.32.
2.33.
2.34.
2.35.

2.36.
2.37.

2.38.

2.1.

Figures and Table

Worldwide comparisons of income inequality, Gini
coeflicient (1980s, 1990s)

Indonesia: agricultural contribution to GDP and

population (1966-2002)

Indonesia: growth rates of GDP and agricultural

GDP (percent per year, 1966—-2002)

Indonesia: incidence of poverty and rural poverty (1966-2002)
Indonesia: the contribution of agricultural growth to poverty
reduction (1984-96)

Malaysia: agricultural contribution to GDP and employment
(percent per year 1960s—2000s)

Malaysia: growth rates of selected economic indicators
(percent per year 1960s—2000s)

Tunisia: agricultural contribution to GDP, labor,

and population (1960s—2000)

Tunisia: growth rates of selected economic indicators
(percent per year, 1960s—2000s)

Selected human development indicators in Tunisia and

in lower-middle-income countries (1970-75, 2000-01)
Brazil: selected socio-economic indicators (1980-2000)
Brazil: illiteracy rate — adult, youth, and Northeast

(percent, 1980, 1990, 2000)

Brazil: annual growth rates of GDP, industry, agriculture,
and population (1920-2002)

Brazil: selected socio-economic indicators (ratios) (1933-2002)
Post-WWII Brazil: sector shares in total output (1960-85)
Post-WWII Brazil: sector shares in employment (1950-2007)
Post-WWII Brazil: sector growth rates

(annual averages, 1960-2007)

Brazil: productivity indexes for crops, livestock, and
agriculture (1987 = 100, 1987-98)

Chile: selected structure indicators (1940-2001)

Chile: annual growth rates of selected economic

indicators (1940-2001)

Chile: rates of protection (1960-84)

TABLE
Indonesia: the impact of economic growth on poverty
(total poverty headcount)

121

125

126
127

132

136

136

142

142

143
149

150
150
151
153
153
154

160
165

165
172

131

© in this web service Cambridge University Press & Assessment

www.cambridge.org



www.cambridge.org/9780521888943
www.cambridge.org

Cambridge University Press & Assessment
978-0-521-88894-3 — Success in Agricultural Transformation
Isabelle Tsakok

Frontmatter

More Information

Preface

I wrote this book because Bruce Gardner wanted me to write it. I kept
telling him that I was tired of writing World Bank reports that nobody
reads and that governments consider a nuisance. I finally agreed to
write the book, provided that he agreed to write it with me. He did, but
tragically passed away on March 14,2008, well before we finished writ-
ing. Despite this immeasurable loss, this book is truly a joint product.

The book grew out of discussions Bruce and I had had since
September 2001. Soon after I retired from the World Bank in July
2001, I went to see Bruce with one burning question: Why is it that
our operations at the Bank to develop smallholder agriculture fail so
often? We put in so much effort; we consult the people on the ground
as well as their governments; we draw on the best experts. Seemingly,
we come on the development scene with tremendous intellectual and
financial advantages. But despite these, more often than not, we fail.
Why is it that so often our recommendations on how to develop agri-
culture and reduce rural poverty don’t work?

Bruce Gardner said he did not know the answer. We need to do
research, he said. I listened in disbelief. I was convinced he would know,
since like the entire profession, I regarded him highly — he had written
so extensively and had real-world experience working with govern-
ments. He was without any doubt an expert’s expert. And so began
nearly seven wonderful years of working together, digging into this
messy subject called promoting agricultural development and reducing
rural poverty.

Our very different backgrounds added to the intensity of the
research. Bruce was from one of the most powerful countries today,
the United States of America, whereas I was from the tiny island of
Mauritius, which most educated people have never heard of. He was
from a farm family. I was from a Chinese refugee family whose ances-
tors had long fled the farm. He was an academic. I was a development
practitioner. The work was exciting, as we had no sacred cows to pro-
tect, no deadlines to meet, and no bosses to please. We tried to meet
once every month, although we were often not able to do so in view of
Bruce’s very busy schedule and my periodic World Bank missions. We
called our research What Works: Why and Why Not?

xiii
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xiv Preface

I had gone to Bruce because he had impressed me earlier. I first
met him when he gave an oral presentation of his review of the World
Bank report I task-managed on Morocco rural development (1996-97).
Completing this report was a bittersweet experience for the team.
Bitter, because the government of the Kingdom of Morocco objected
to the report as being much too critical and as its title emphasized the
inconvenient fact that there were two Moroccos: the rural and poor —
the forgotten half — and the urban and favored half. In its wisdom,
Bank managers of the region decided not to publish the report. But the
experience was also sweet, because the report was praised as a model
by the office of then-Bank president James D. Wolfensohn. From that
experience, I was reminded again that politics is definitely in command
at the World Bank. At the end of Bruce’s presentation, I remember
thinking to myself that I would like to work with this person some day,
as I found his review both insightful and balanced — and it had none
of the nastiness that unfortunately mars too many reviews. So I called
him when I was about to retire. By the end of our first meeting, I was
delighted when he said he wanted to work with me on a subject we
both loved, searching for the answers to my question.

From the very start, we decided to look for patterns in cases of
success. These patterns would provide a clue as to what was going on
and thus serve as a guide in our search for the essential missing links
in cases of failure. Understanding the wellsprings and contribution of
agricultural development is an old quest. So as not to be deluged by
the voluminous literature grappling with similar issues of agricultural
development, we wanted to reformulate alternative views in such a way
that we could assess the conditions under which they hold up and
where they break down and why.

We started our research with three clear cases of success: England in
the 18th and 19th centuries; Japan under the Meiji rule (1868-1912)
and after WWII; and the United States in the 19th and 20th centuries.
Analyzing these and other developing countries such as the Republic
of Korea and Taiwan, China, we identified a pattern upon which we
developed a testable hypothesis. That was in March 2002. I was happy
we had identified a pattern but wondered whether we should go on,
because the conditions we identified were “obvious.” I was hesitant
about stopping, however, since we still did not know how good the
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answer to our question was. We had not yet tested our hypothesis by
looking at the experience of other countries. It was at that point that
Bruce urged that we continue and even write a book together.

Bruce wrote in an email to me on March 7,2002: “It is obvious that
those things ought to make a difference, but it is far from obvious that
those are the main things and that other things that people have sug-
gested are less important or unimportant. Showing convincingly that
your factors really are key, and not other factors, and that a country
needs all five, would be an enormous contribution.”

How could we show that countries need all five conditions?
Specifically, how could we test our hypothesis? Thus began the sec-
ond stage of our research. We first needed a methodology that did
not have the pitfalls of the current econometric approach. As all agri-
cultural economists know, Bruce was a highly accomplished econo-
metrician. Yet he became dissatisfied with econometrics as a tool for
settling policy controversies. In 2007 he argued that “[a] natural way
to try to assess agriculture as a cause of growth is through econometric
investigation of cross-sectional data for a panel of countries, or possi-
bly regions within a country. However this approach is fraught with
difficulties that have so far precluded definitive findings. Most nota-
bly, the criteria of statistical significance have not provided answers
as durable as the confidence intervals on estimated coefficients would
lead one to expect.” He therefore categorically rejected the idea
that the econometric approach was capable of establishing causality
(Tsakok and Gardner, 2007: 1145).! Already in 2002, in a review of
the state of agricultural economics, he wrote: “What is striking though
is how seldom econometric studies have been decisive in determining
the state of scholarly opinion and in contrast how much of the work
that these chapters discuss derives from ideas, inferences, models and
observations that have not been confirmed, refuted, or even seriously
confronted with statistical data ... and it is striking after reading the
chapters ... that descriptive analysis really doesn’t have much less to
offer than the large investments in more formally worked-out analyses

have achieved” (Gardner and Rausser, eds., 2002: 2241, 2243).

1 TIsabelle Tsakok and Bruce Gardner, “Agriculture in Economic Development: Primary Engine

of Growth or Chicken and Egg?”American Journal of Agricultural Economics 89 (Number 5,
2007): 1145-51.
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xvi Preface

Instead of trying to confirm hypotheses, we would test them by
looking for evidence that might refute them. Thus, as we stated in
our book proposal (December 2006) to Cambridge University Press,
“Our approach is directed more centrally at refutation of key hypoth-
eses (following the Popperian idea that outcomes inconsistent with
a hypothesis constitute more powerful evidence against the hypoth-
esis than positive statistical correlations can generate in favor of the
hypothesis).”

While at the London School of Economics and Political Science,
I had the good fortune to attend the Popper seminars on scientific
method, the methodology of social sciences, and the open society and
its enemies. Popper’s lectures were always packed, intellectual confron-
tation always intense. Every lecture was a debate. I found the debates
on the irrefutability of Marxism and the problem of induction par-
ticularly pertinent to what was going on at that time. That was the
period of weekly anti-Vietnam War demonstrations and of university
student takeovers of buildings. The Marxists were particularly vocal.
Popper demolished their claims by showing that they found confirm-
ing evidence of class struggle and the impending collapse of capitalism
everywhere. Popper (1963: 37) called it their “soothsaying practice.”
No evidence could ever refute their claims. The irrefutability of their
claims, which they considered to be a strength of their position, was
in fact their weakness. Moreover, they generalized from single events
that always “proved” their point about the demise of the entire capital-
ist system.

Theory can never emerge from facts by a logical or mathematical
algorithm, Popper (1953/1974: 102) argued. “There is neither a psy-
chological nor a logical induction. Only the falsity of a theory can be
inferred from empirical evidence and this inference is purely a deduc-
tive one.” Little did I realize then that these hotly contested points
would prove so valuable in later years in my work as a development
practitioner.

Popper had, however, never made clear how new, testable social sci-
ence theories would look. And economists had not followed his advice

2 Sir Karl Popper, 1963. Conjectures and Refutations: The Growth of Scientific Knowledge.
London: Routledge and Kegan Paul.

3 Sir Karl Popper, 1953, 1974. “The Problem of Induction.” Reprinted in David Miller, ed.,
1983. 4 Pocket Popper: 101-17. Fontana Paperbacks.
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and looked for testable hypotheses. Instead they had looked for cor-
relations, and confirmation of those correlations. The result has been
a mass of conflicting correlation data, from which not much could be
concluded — the situation Bruce lamented. William Berkson (1989), a
student of Popper, suggested to me that instead of looking for testable
singular predictions of events, I look for patterns that could be tested
across different times and societies.* So this is the Popperian method-
ology I adopted. And Bruce was convinced that, given the poor results
of normal approaches, it was worth trying.

Once we had decided on the methodology, we reformulated pre-
vailing views on the primary importance of agriculture in the trans-
formation of entire economies, putting them in testable form. Then we
looked for cases that might refute them. We also formulated our own
hypotheses so as to make them testable. For each of the five conditions,
we first had to satisfy ourselves that their existence or non-existence
could be ascertained in the real world of available data. Once we were
satisfied that sufficient data existed for our purpose, the research then
consisted primarily of developing case studies that could potentially
refute positions taken or turn out to be consistent with them. Following
Popper, positions or hypotheses that could stand up to testing and not
be refuted would be accepted as established (until their possible refu-
tation some day). No hypotheses can be proved; rather, the best we can
do is to have testable hypotheses that withstand attempted refutation
by empirical data.

Except for the case of the United States, I did most of the actual
research and writing, and produced a dozen or so research notes. We
discussed these in depth every time we met. And only when we were
both satisfied with each note did we move on to the next. After several
years of such collaboration, Bruce felt we had the building blocks for a
book and decided that we should write a book proposal.

We believe our answers can and should be improved upon. If Bruce
and I had had more time to work together, we would have devised fur-
ther tests of our hypotheses, combining both case studies and econo-
metrics. The goal of the next step of our research would have been
twofold. The first would have been the challenge of strengthening

and refining our hypotheses, so that they could explain more facts of

*  William Berkson, “Testability in the Social Sciences,” Phil. Soc. Sci. 19 (1989) 157-71.
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economic development. The second challenge would have been meth-
odological — to test the scope and limits of Popper’s methodology of
social sciences.

As I said in the beginning of this preface, I would not have writ-
ten this book without Bruce Gardner. However, I had to complete it
without him. I wanted to complete it despite the inevitable pain of
not having Bruce to work with, because by the time we started work
on the proposal, I totally agreed with Bruce, who felt strongly that we
had an important message. The message is that much of smallholder
agriculture remains mired in low productivity and poverty primarily
because of bad governments. The five conditions cannot be created and
maintained without good government. It is not just a matter of trans-
parency and low levels of corruption; not just a matter of creating these
conditions until the next election. Not one government, but a long
succession of governments, has to be committed. Decades of invest-
ment in public goods and services, and their proper operation and
maintenance, are required for successful agricultural transformation.
Successful agricultural transformation requires a shared vision and a
long-term approach.

I write this preface with sadness and joy — sadness because Bruce is
no longer with us and joy because he would have been so happy that
the first stage of our joint work is seeing the light of day.

Isabelle Tsakok
November 15,2010
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Summary

Without transforming its agriculture, no country with a major agricul-
ture sector has been able to become a wealthy industrialized economy.
What, then, has been the role of agriculture in the industrial trans-
formation of economies? Despite a large area of consensus among
researchers, many answers remain controversial.

Research during the earlier decades centered around the sup-
port of one or the other of two polar views using a combination of
case studies and relatively simple one- or two-sector modeling of a
nation’s economy. The polar views are that investment in agriculture
is essential to achieve industrialization and that agricultural devel-
opment can be bypassed altogether. During later decades, the case
for or against the critical importance of agricultural development
has centered on econometric cross-country studies looking for cor-
relations in the data that support one or the other of the polar views.
The problem is that positive correlations can be found for both polar
views. Evidently, a more complex mechanism is involved in success-
tul development.

'This book is the result not of the search for correlations, but of the
effort to identify conditions that are common to all successful agri-
cultural transformation. It tests these conditions by looking at expe-
rience worldwide. The five conditions that survive these tests are the
following:

1. A stable framework of macroeconomic and political stability.
'The central and local governments are able to enforce peace and
order.

2. An effective technology-transfer system. Research and extension
messages reach the majority of farmers.

3. Access to lucrative markets. The majority of farmers face expand-
ing markets of paying customers. To them, investing in agricul-
tural and rural production is good business.

4. An ownership system, including a system of usufruct rights, that
rewards individual initiative and toil. It is feasible for farm/rural
families to gain monetarily from risk taking and hard work.

xxi
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xxil Summary

5. Employment-creating non-agricultural sectors. As agricul-
ture becomes more productive, it must shed labor, which unless
absorbed in non-farm jobs that pay as well as agriculture would
simply constitute exporting farm poverty to other sectors.

While these may seem obvious as stated, what is not obvious is how
some governments have been able to maintain them over decades. How
governments have succeeded in maintaining them has varied from
country to country. However, there is a common thread. Underlying
all five conditions is sustained government investment in and delivery of
public goods and services over decades.

'The main policy implication, then, is that success in agricultural
transformation requires decades of government investment in and
delivery of public goods and services.! Such investment creates a sta-
ble environment within which market opportunities flourish and are
accessible to all. And it enables generations of farmers, in particular the
majority of smallholders, to invest in the productivity of their farms and
profit from such investment. It also enables farm and rural households
to diversify their risks and returns by including non-farm incomes
and opportunities in their portfolio. In short, creating an environment
to sustain agricultural transformation requires strong, development-
minded, and competent governments to take charge.

'This book does not advocate laissez-faire market orientation in
which governments are weak and allow only the rich and powerful to
access opportunities and gain. It does not advocate the other extreme
either — government ownership of the factors of production and a
monopoly over decision making — for agricultural growth requires
decentralized, knowledgeable, resilient, and motivated decision mak-
ers to be in charge. The right- and left-wing diagnoses have both been
simplistic and their policy prescriptions oft the mark.

This book does, however, advocate a more egalitarian distribution
of income and opportunity, for concentration of wealth and politi-
cal power historically does undermine governments’ ability to govern
for the prosperity of all. Farmers, not governments, produce and sell.
However, only governments can create the environment that enables

! The actual delivery can be operated by the private sector, but the government is responsible

for its financing and making sure it operates efficiently (World Bank: Werid Development
Report, 2004).
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the majority to do so profitably. To achieve success in agricultural trans-
formation, development-minded governments must be in the driver’s
seat — not foreign aid with its legion of experts or free markets serving
only a minority of powerful elites. Sustained government investment
over decades in public goods and services such as education, infra-
structure, agricultural research and extension, and markets is the path
to successful agricultural transformation.
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