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Abstract

Cross-national regressions reveal abnormally lowi@agtural workforce shares, given GNP,
in developing countries that had historically contated land into large capital-intensive
farms. We argue that such deagriculturalisation ywasmature, since its concomitant labour
shedding has undesirable outcomes. In a new SduttaA survey, a large proportion of ru-
ral households (and working-age persons) was ‘ddpati, relying for income almost wholly
on either migrant remittances or pensions. A sefagoup (with less poverty and unem-
ployment) relied mainly on local, including own4farincome. The group was heavily over-
represented in one of the three regions, where maong households had significant land.

" Correspondence to Professor Michael Lipton, PovResearch Unit, University of Sussex, Falmer, Bdgh
BN1 9SJ, United Kingdom. Tel (44) 1273-678725, erpail@sussex.ac.uk

We thank Don Funnell, Andy Newell, Alan Winters ama anonymous referees for insightful comments, an
the European Union under the Fourth Frameworkdpperting the field research.



1. Introduction

Economic development is normally associated witleelining share of agriculture in both
workforce and output. After confirming this for eoss-section of developing and transitional
countries, we establish a strong negative assonijatontrolling for GNP/capita, between
land inequality and agriculture’s workforce shasection 2). High land inequality, originat-
ing from enforced land transfers in early developtheés linked to abnormally low agricul-
tural workforce shares, given GNP/capita, in L&merica, FSU countries, and Southern Af-

rica.

If such workforce deagriculturalisation arises ganl development, alternative employment-
based livelihoods are likely to be insufficientsestain rural population®ural dependency
defined as heavy dependence on transfers fromdeutke rural area, accompanied by high
unemployment, is one plausible outcome. Othersideeimass emigration (nineteenth-century
Ireland), concentration in urbdavelas , and low-income rural stagnation with ‘distreks
versification’. Since all these outcomes appeaiesitdble, and involve agricultural shrinkage
before other productive sectors can adequately absorishied farm labour, we call such

casespremature deagriculturalisatioPDA). *

To explore the processes, we must go beyond inki@nahcross-sections. Section 3 uses a South
African survey [Kirsten et al. 2002] in a formeioineland’ area of Limpopo Province where
deagriculturalisation has indeed led to rural delpasy.? This outcome has been favoured by
universal pension rights and a high-employmentnafeapital-intensive, mining sector, so

that many rural households survive by ‘specialisingeceiving migrant remittances or pen-

!Among other unwanted side-effects, deficient rearhing opportunities stimulated urban slum grofatid as-
sociated unemployment and crime) — but not emigmatsouth Africa is a net immigrant country, paticause
of sluggish agricultural earning opportunities @leere in Africa.

“Recent sharp falls in agricultural employment ssjgieat rural dependency, although a long-run effétand
distributions associated with apartheid, may hawenisified since its demise. Total p&&m employment fell
only slowly in 1985-93 (from 1.32m to 1.14m). Howeeyfrom 1994 to 2001, total employmentaigriculture,
fisheries and forestryincluding self-employment - dropped by some 66%nk and Kirsten 1999].



sions. But is there a prima facie link between Irdegpendency and land inequality? In Lim-
popo Province, the estimated land Gini is 0.93 @mpx), higher than almost any estimate
worldwide [IFAD 2001: 117-9f. The Limpopo survey was part of a comparative sfusly

we compare some Limpopo results with analogous flata Rajasthan, India [Sagar 2002],
with less extreme land inequality and no evidenteuml dependency. In rural Rajasthan,
83% of income is local (i.e. factor income of resitk); in Limpopo, only 44%. Own-farm in-
come accounts for almost all the difference. Lingpmzome depends heavily on remittances and
pensions, and to a lesser extent on rural ciwliceisalaries; unemployment is very high. The ru-

ral non-farm (RNF) sector in Limpopo is not takimgthe slack in employment or income.

Much of rural Asia experienced transition from healependence on farm income to ‘ma-
ture’ deagriculturalisation, as prior growth of das-intensive small-scale farming stimulated
labour-intensive RNF growttthrough forward, backward and consumption linkagésllor
1976]. This connection is supported by many micralies [Bell et al. 1982; Hazell and Roell
1983; Harriss 1987; Hazell and Ramasamy 1991] gndational studies of rural industriali-
zation in China [Byrd et al. 1990] and ‘proto-inthisisation’ in fifteenth-century Flanders
and elsewhere [Kriedte et al 1981; Ogilvie et 8d]9 Yet deagriculturalisation in the Lim-
popo survey area has brought, not other local ikgdrat widespread household dependency
on transfer payments alongside high adult unempémyrespecially in the sub-regions with

least widely distributed farmland. This suggest the reduced agricultural workforce share

3In South Africa, 15% of farmland is divided amorigpat a million mainly African farm operators (magsfiart-
time), leaving 85% of land with some 60,000 whitenenercial farmers outside the surveyed (smallhgldar-
eas [NDA 2001; Department of Land Affairs, 2002].0b 2% of land in large white-owned farms in 1924l h
been redistributed up to the end of 2001, only &B&t of it through DLA projects and the rest thrbygrivate
transactions.

“This paper derives from EU-supported research orinthact - on fertility, migration, and thus and athise
agro-environmental sustainability - of land andedsize and distribution in selected rural drylanfitimpopo
province, Rajasthan , and Botswana.

°Such healthy RNF growth may also be happening iits md sub-Saharan Africa [Reardon 1997; Bryceson
2000; Reardon and Barrett 2000] where land isuegsgual than in Limpopo.



waspremature— as was its main cause, separation of most haateholds from significant

control over land, leading to labour displacemanbig, capital-intensive farms.

In providing survey evidence on possiletiéectsof deagriculturalisation in South Africa, we
say little aboutthe processes causingxtreme land inequality and labour extrusion. Some
times de-agriculturalisation is a harbinger of depment [Bryceson and Jamal (eds.), 1997],
but there may be less benign explanations conneéagtbdman agency. Colonial land grab is
the most obvious candidate. The literature on ‘de@@nisation’ and ‘depeasantisation’ ar-
gues that they were “sparked by ‘turning point’ipiels in South Africa during the late 19th
and early 20th centurie§”As in Latin America and the FSU, so in South Adriét was
mainly political land seizures, not labour fligbhttew non-farm opportunities, that led to dis-
placement of smallholders by large farms. Most lbleazmers were forced off their land,
which was subsequently farmed in large holdingsvbites, well before new industrial em-
ployment became available. White farm expansiometones ‘led’ by wars of conquest, fu-
elled this process well before the 1913 Land Adticlv confined over 85 per cent of farmland
to whites. Subsequent expulsions of rural Africarien into ‘dumping grounds’ offering un-
attractive farming prospects, continued until t®80s. Some of the extruded labour was ab-
sorbed in mining, and from the 1940s in industmytilthe 1940s, indeed, policies of forcing
blacks off the land (leading to larger and moreitedyintensive farms) were defended on
grounds of ‘labour shortage’. However, from the ®6lear ‘labour surplus’ emerged. Popu-
lation growth, continued forced removals of blafksn their farms, and rising displacement
of labour by capital on white farms outweighed nafivfarm prospects, leading to large and

rising unemployment (now around 30%). Little lardlistribution has occurred since the end

®Bryceson [2000]. She defines ‘deagrarianisatiors’ &aprocess of occupational adjustment, incomeireane-
orientation, social identification and spatial &ton of rural dwellers away from strictly agritural-based
modes of livelihood”, whereas “depeasantisatic@pnresents a specific form of deagrarianisationhiclvpeas-
antries lose their economic capacity and sociakwmmirce, and shrink in size”.



of apartheid in 1994. We defer discussion of curtand policy to the concluding section of

the paper.
2. Land distribution, GNP per head and agricultural salience: the inter national evidence

In this section we use cross-national regressioirsvestigate the following hypotheses:
(a) the share of agriculture in GDP is inverselgted to GNP per capita,
(b) the share of agriculture in total workforcensgersely related to GNP per capita,
(c) high land inequality depresses the output sbbagriculture,

(d) high land inequality depresses the workforaastof agriculture.

What theory and micro evidence might generate seghlarities? (a) and (b) can arise in ei-
ther a standard 2x2 Heckscher-Ohlin model or agaod specific-factors model [Krugman
and Obstfeld, 2003: ch.3], with countries identicakither case except for exogenous differ-
ences in factor endowments. In the specific-fact@amework, with manufactures produced
by capital and labour and food by land and labbumust be cross-country variations in capi-
tal per head rather than land per head that m@tieerwise land-rich countries will have both

high GNP/head ankigh output and workforce shares in agriculture).

(c) and (d) do not arise in a constant-returnsetdes perfect-competition world. There, farm
size is indeterminate and variations in its disttiin have no effect. In particular, the distri-
bution ofownedland has no impact on the distributionopferatedland. However, we know
that (i) farm size varies a great deal within cowst and (ii) factor productivities vary sys-
tematically with it - e.g. the ‘inverse relationghjHeltberg 1998]. A good theory should ex-
plain both (i) and (ii). While land heterogeneisy and non-constant technical returns to scale

may be, important, the literature emphasizes t@mses costs in factor and output markets.

A specific-factors model, with agricultural capitahimportant, becomes less plausible as development
ceeds. Empirical H-O models explaining agricultsrgade share include Leamer 1984, Lal and Myint6199
Wood 1994.



For such costs to explain both (i) and (i), impetfons intwo markets are needédEswaran
and Kotwal [1986] assume perfect rental market&loour and land but household-specific
capital endowments (including owned land) togethiéh convex supervision costs for non-
family labour, and then show how agriculture willferentiate into four classes according to
capital endowments. Richer households operate ridegms with lower labour-land ratios.
Historical evidence [Binswanger et. al. 1995] suppcuch a causal link fromwnedland

inequality tooperatedand inequality

How does land inequality affect agricultural emplent and output? The aggregate labour-
land ratio equals the weighted sum of labour-laattbs for different farm sizes, the weights
being the shares of total land in each size classbour-land ratio falling with farm size does
not guaranteethat an equalizing land redistribution raisesltetaployment, since the shares
of total land abothends of the distribution may be reduced (Appendig) any given equal-
izing redistribution, the more sharply the laboamd ratio falls with farm size, the more likely
is total farm employment to rise; and the more glyathe output-land ratio falls with farm

size, the more likely is total farm output to rise.

In developing countries, with increasing farm dize labour-land ratio falls sharply. In Paki-
stan in 1972, it fell from 9.15 workers/hectarefarms below 0.4 ha to 0.12 workers/hectare
on farms above 60.7 ha; data for Bangladesh, Tidilkmdonesia and India were comparable.
Simulations showed that egalitarian redistributiasuld raise labour demand and use by 19-
24% in Bangladesh, Pakistan, Thailand and the Qatands of Indonesia, though by only
8.6% in Java [Booth and Sundrum 1984: 100-109, &79A plausible model of partial land
redistribution on Brazil's estate sub-sector raipetson-year equivalents of labour use in ag-
riculture from 2.6 to 3.0 million over the 1978 basase [Kutcher and Scandizzo 1981: 201].

This confirms Berry and Cline [1979:58]: labour useuld be expected to rise as the result of

80ne imperfection is insufficient. E.g. non-tradiibf (family) labour, gives heterogeneity in fasize - large



measures that redistributed land from the largefsector into smaller family farms’. World
Bank evidence from the 1970s showed ‘employmentheetare higher..in those countries
that have..more equal distribution of land owngy'shbid:37]. Analogously, land productiv-
ity falls as farm size risesalthough part of this fall reflects exogenouslgtter land quality

on smaller farm&®

So greater land inequality is associated with loagput and lower employment in agricul-
ture. The latter clearly implies a lowshareof workforce there. For output, however, greater
farm size inequality might affect non-agricultumltput, complicating any conclusion about
the effect on the agricultural output share. Vemgqual farmland might well, by stimulating
capital-intensity in farming and thus attractingital into agriculture, reduce capital available
to support non-farm output, making the effect om aigricultural outpushareof GDP inde-

terminate'?

Our hypotheses, and the discussion above, haveasmpl the effects of land inequality, ig-
noring mean farm size. That would be justifiable dosingle country, assuming that redistri-
bution would not change the total number of holdirfgut across countries we cannot use that
reasoning. We therefore test whether the land @iivies out farm size as an explanatory
variable. It does (see below), but why? Large misam size is found in countries with
greater land abundance, which as such normaatlyeasesfarm workforce and output; yet
given land abundance larger farm size, e.g. duand clearanceseducesworkforce and
output per hectare. Our econometric findings maljcate that these offsetting effects on ag-

riculture’s share in total workforce and output approximately in balance.

families have large farms - but all physical ratios scale-invariant.

°See above sources and Binswanger et al. [1995thB2602:85] shows ‘post-Green-Revolution’ Indomesi
farm income/ha. steadily falling from Rp718,000hmidings below 0.1 ha to Rp23,000 above 4.5 ha. lpnod
ductivity falls less sharply than the labour-laatia, since labour productivity rises.

®However, some endogenous differences - smallesplaintensive farms doing more to upgrade theidlan
areimplied by higher yields on smaller holdings ondaof similar region, type or quality [Binswangeradt
1995; Lipton 1993; Berry and Cline 1979].



Table 1 shows the cross-country regressions rglatorkforce and GDP shares of agriculture
to GNP/head and land inequality (regressions comigigrossly insignificant regressors are
not reported)? Land inequality is measured by the farmland Gaefticient where available
(49 countries), but we also try dummy variables lfatin America, the former Soviet bloc,
and South Africa, where past policies to shift agiture into large farms have led to high
inequality and the use of capital-intensive proaurcimethods. Note the caveat that our re-
sults are potentially vulnerable to unobserved rogneity. If country-specific factors that
affect agriculture's shares in workforce and GD& aorrelated with our included regressors,

the estimated coefficients are biased.

Table 1: National output and wor kforce sharesin agriculture

Regression no. 1 2 3 4
Dep. Var:
Agshareof GDP workforce workforce workforce

LnGNP/cap  -11.98(-12.13)*** -21.87(-11.43)***16.23(-6.10)*** -20.90(-9.59)***

Landgini -48.18(-6.65)*** -42.90(-4.68)***
SAdum -3.81(-4.18)*** -24.07(-4.57)***

LAdum -19.24(-4.12)*** -4.61(-0.94)
TRANSdum -26.20(-5.99)***

Nobs 105 49 109 49

R-squared 0.65 0.81 0.73 0.81

Notes:

(1) All equations estimated by weighted OLS usiggase roots of workforce as weights; t-
statistics in brackets.

(2) All equations pass Ramsey RESET test, usingékend, third and fourth powers of

the dependent variable, at 5% significance.

(3) Heteroscedasticity corrected S.E.s in eqgnsdl3amnly, on the basis of the
Cook-Weisberg test.

(4) ***=sig 1%

Equation 1 shows that a 10% rise in GNP per capigsociated with a fall in the agricultural

output share of 1.2% of GDP, supporting hypothésjs However, neither the Gini coeffi-

1By symmetry, the release of labour from agricultonight raise non-agricultural output by loweringges.
Such effects may be assumed to be small in labapies economies.

A\e include all countries with available data. Tewallfor variations in country size we weight obséioms by
the square root of total workforce. If countriesynhe viewed as aggregates of independent regibes,the er-
ror variance decreases with country size suggestingnitial heteroscedasticity correction [Blaetii988].



cient of operated land, nor the Latin American canBitional dummies, have any impact: hy-
pothesis (c) is not supportétdSouth Africa is a significant outlier (see the duynin equa-
tion 1); the fitted share of agriculture in GDP A is 7.1%, compared with the actual share

of 3.3%.

On the share of agriculture in workforce, equatigrasd 3 support hypotheses (b) and (d). In
equation 2, a rise of 10% in GNP/capita lowersadpure's workforce share by 2.2 percent-
age points, and a 1 percentage point rise in time @édioperated land lowers it by 0.48 per-
centage points. Equation 3 uses blunt instrumemismmy variables - instead of the land
Gini, allowing the inclusion of many more countriesnd this reduces the estimated
GNP/capita effect by about a quarter; there agelaffects from our land inequality proxies —
19-27% for the Latin American and Transitional goimgs, and for South Africa. Lacking
land Ginis for the last two, we can compare the mynvariable and land Gini explanations
only for Latin America. Equation 4 shows concluspnat land inequality, rather than ‘Latin
Americanness’, accounts for the low agriculturakkforce shares there. The weighted mean
of the land Gini for the 17 Latin American coungrig our sample is 0.83, compared with
0.51 in the other 31 countri€sso the estimated average effect of land inequatityatin
American countries, using equation 2, is to lovwsr agricultural workforce share by 14.7%

(the dummy variable regression suggests a somdargatr effect).

When mean farm size is added to the equatiors givérywhere insignificant. This is perhaps
not surprising, as discussed above. However, theé @Gini and mean farm size are highly
(nonlinearly) correlated - the sample rank corretais 0.71- so to some extent the superior
statistical performance of the Gini may be an actifof the linearity of our estimating equa-

tions.

¥These results might have been distorted by crosstgouariation in the share of extractive indusimynon-
agricultural GDP, but this variable had no statatsignificance when included in our equations.
“The unweighted means are 0.82 and 0.56.



3. An analytical anatomy of rural African livelihoodsin Limpopo province

The cross-country evidence suggests a strong asiesocbetween unequal land and the em-
ployment share in agriculture, given GNP per hddus does not imply that ‘deagriculturali-
sation’ has even occurred in any given case,leil that it has been ‘premature’. High land
inequality could theoretically arise from the sprex large settler ranches into empty land,
but, in practice, self-serving ‘terra nullius’ inpeetations of history have been found want-
ing.!® The apartheid era in South Africa provides anesmtr example of forced concentration
of land and other non-labour agricultural resoutodarge farms with low labour-land ratios.
Our case study of livelihoods in one of the affdcéeeas aims to shed light on whether dea-
griculturalisation in this case was premature.

3.1 The household sample and the survey area

This 1999-2000 survey is confined to African houwsdh in the former Lebowa homeland ar-
eas of Limpopo Province. Twenty-four villages irnvese arid or semi-arid provincial sub-
districts (see map) were randomly selected fromli®@6 census list of villages. 585 ran-
domly selected households were interviedfedontaining 4,338 persons, 5.2% of the vil-
lages’ population. The villages are largely isadatand remote, with low levels of develop-
ment. Despite lacking basic infrastructure (goaadsy electricity, water), most villages have
experienced some improvement since 1996 througletizal government investment.

For some purposes, we cluster the sub-districts timtee ‘regions’: West, South and Cen-
tral.’

‘West’ (sub-districts Mokerong and Phalala) corapsi areas west of the provincial capi-

tal, Polokwane (Pietersburg). African-farmed andte#farmed areas alike are relatively

5 See, for example, Bennett and Powell[1999], ReysjakD3]

®The proportion of households selected differed acuiltages. Unless otherwise stated, all statistiedcula-
tions use weights inversely proportional to thebjataility of a given household having been selected.

""We depart in one respect from the administratiygoreal sub-division: on geographical and agro-egickl
grounds, Zebediela sub-district is included in @oth’.

10



dry, with extensive livestock production the donmh&arming activity, although some
dryland maize and other crops are produced, inenmaitms under borehole irrigation.
White-owned farms include game and beef ranchedaagd-scale potato, vegetable and
citrus producers. A typical white commercial farmighbouring Phalala or Mokerong
employs 100-200 full-time workers, generating sabsal African employment.

 ‘Central’ (sub-districts Seshego and Bochum) g#ia enjoy effective transport links
with Polokwane; many household members work (arehdpthere or in Pretoria, 2.5
hours by road. Farming is mainly a residual agtjvivith some livestock and limited
cropping.

* ‘South’ (sub-districts Zebediela, Schoonoord anakBseer) villages are the most remote,
located deep in ex-homelands, far from white-owferths. Farming features variable
dryland maize and sorghum production with limitecs$tock. Zebediela, however, also
has a large citrus estate and some small-scajatied vegetable production.

3.2 Incomes, assets and unemployment at all-sample level

Here we show that Limpopo, alongside high land uadity, 8 has a profile of rural African

livelihoods characterized by low average sharestiad income, ofgricultural income, and

indeed oflocal income as a whole. The latter implies dependencexternal (i.e. non-local)
incomes in the form of pensions and remittances.udéedata from a parallel survey in dry-
land areas of Rajasthan [Sagar 2002] to illustaateore typical profile, with roughly similar
agro-ecology to Limpopo, somewhat lower income laigther poverty - but much more wide-
spread access to farmland and water. In both ssyubyee village clusters were selected,

with contrasting rainfall in the range 35-55 cm,dach case with a marked rainy season.

Bafrican tenancy had little impact on land acceskiinpopo. On white farms it was prohibited, thougtstdid
not prevent some ‘labour tenancy’. In African areasancy is minimal, due to customary law.

11



Table 2: Assets, income, landedness and poverty: whole sample.

hhinc aeginc wages pens farm remit hhwea aeqwea land smallstock largestock dwellings hhassts fmassts
% of ow %of % of % of % of % of % of % of % of % of
hhinc civser* hhinc hhinc hhinc wealth wealth wealth wealth wealth wealth
Limpopo
total 19504 5487 39.1 (14.5) 17.8 4.3 38.8 53902 152146 4. 3.3 11.0 63.8 13.8 3.4
landed (57%) 19572 5287 30.8 209 6.8 41.6 61842 16276 7.0 43 16.0 56.6 10.8 5.2
landless (43%) 19454 5753 50.2 13.7 1.0 35.2 43318 13799 0.0 15 16 77.6 19.3 0.0
nonpoor (80%23263 6641 39.2 165 3.9 40.5 58601 17092 4.0 3.1 122 62.0 14.7 3.9
poor (20%) 4672 935 37.8 429 124 6.8 35360 7805 8.5 4.6 3.3 7538 7.7 0.1
Rajasthan
total 42792 11083 44.8 (0.0) 4.0 38.4 12.8 300200 77784.2 3.3 2.1 25.4 1.3 3.7
landed (93%) 43903 11234 43.7 3.7 39.8 12.8 318678 82251 64.93 3 2.1 24.8 1.3 3.7
landless (7%) 27525 9004 67.9 10.0 9.0 13.1 46181 15491 0.0 9.1 4.2 83.1 2.9 0.8
nonpoor (71%54456 14064 45.7 4.3 36.2 13.9 336307 86249 64.05 3 2.0 25.7 14 3.4
poor (29%) 14471 3843 36.8 15 58.7 3.0 212527 57024 650 28 24 24.0 1.0 4.7

* Civil service wages

Notes:

(a) All estimates are weighted means, with weighisrsely proportional to selection probabilities;

(b) 'hhinc' is income per household; ‘aeqginc' is incopee resident adult equivalent: the no of aes pmuséhold is defined as (adults ¢
0.5*children)”0.5; 'remit' is remittance incomegaods and cash; '‘pens' is pensions; 'farm' is sélegricultural produce plus estimated produc
for own-consumption; 'hhwea' and 'aeqwea’ are wealth pgsdhmld and per adult equivalent; 'hhassts' aredimld assets; ‘fmassts' are inanit
farm assets.

(c) Asset valuations are those provided by respaisdexcept for livestock (valued at prevailing kedrprices) and land in Limpopo (valued at 1

Rand/ha).




Table 2 gives income and asset statistics, disggtgd by poverty and landholding status, for
the Limpopo and Rajasthan survéysThe disparity in the shares of income from differe
sources is striking. We divide income into wagesmf income, pensions and remittances,
treating the first two of these as income from dbdactors and the other two from ‘external’
factors; we later subdivide wages by sector. lalrRajasthai® 83% of income is local (so
pensions and remittances play, on average, a mitey, in Limpopo?! only 43% of income

is local. The big difference is in own-farm incon38% in Rajasthan and only 4% in Limpopo.
Agricultural wage¥ account for a further 3% in Rajasthan and 4% inddpo, so local agricul-
ture accounts for 41% and 8% of income respectitviebugh the low Limpopo figure hides sharp
regional differences (Section 3.4). Further, thmeilar shares of wages, and of non-agricultural
wages?? conceal an important difference between the RNEoER In Rajasthan, of the 45% of
income from wages, none derives from civil sengogloyment; in Limpopo the wages share is
39%, over a third of which (14% of all income) @sderived. This suggests that the relative insig-
nificance of (former homeland) agriculture in Lingaois accompanied by relative weakness in
the RNF sector. This is confirmed by greater RNfivig in the less ‘deagriculturalised’ West

region.

The minor role in livelihoods of own-farm outputusderscored for Limpopo by a comparison of

landless and landed househdtiFhough an estimated 43% of Limpopo householddagme-

%At PPP exchange rates, sample income per adulaqut is 50% higher in Limpopo than in Rajasthasing
the official rural poverty line in Rajasthan, holskl poverty incidences are respectively 20% ar¥d.29
“Henceforth we omit the qualifiers; our surveys wstricted to rural dryland areas in both casesaafutition-
ally to former homeland areas in Limpopo.

ZIOur ‘income’ measure is imperfect. We estimate potion for own-consumption using household repofts
the fraction of needs so met. Farm income is ddfaee production for own-consumption plus saleswithout
subtracting input purchases, on which data wergailable .

2This risks double-counting if smallholders earn vgage each other’s farms (rather than on large caxiaie
farms, as happens to an unknown extent in Limpaqm)he totals given are likely to be overestimates.
ZEstimated employment in agriculture, including sstfiployment, is only 22% of all rural employmentim-
popo (about 44% in Rajasthan). The employment nusnlestimated from individuals who reported a secto
work, must be treated with caution; some individualay have failed to report a sector of work, etrerugh
they work on their own land.

**Access to common grazing land is not taken intmaetin our measure of landholding. However, absearic
cropland is strongly associated with lack of livest, and therefore with lack of benefits from conmgpazing.



less, these average no less income than the l&ndiedRajasthan, where only 7% of house-
holds are landless, they average 37% less incoamettte landed. The small economic role of
own-account farmland for African households in Lopp is emphasised by their compara-
tively low share of wealth held in the form of lattdble 2)%° It is not that these households
are without landirea the 43% with land average 2.9ha (93% and 1.7lrajasthan) and dis-

tribution among landed households is reasonably €&ni=0.35), but this dryland has low

productive capacity, being largely unirrigated. Miainfall scanty and unreliable, purchased
farm inputs (which are widely available) are segrni_bnpopo smallholders as too costly or
risky, given credit costs and constraints; for mdagades, land, rural power, irrigation, credit
and research were heavily steered towards largesfar much more so than in Rajasthan,
where smallholders purchase many farm inputs, dhctuappropriate improved seeds and ir-

rigation.

Though landedness within this former ‘homelandsaatloes not increase average income, it
might reduce poverty risk (for instance, landedmagght reduce income variance). To assess
this, we use a poverty line comparable to that sedRajasthafi’ It happens to identify
about 20% of the Limpopo households as income-darded households have higher esti-
mated poverty than landless ones (23% versus 16%1p); a finer disaggregation of house-
holds by land size suggests no significant assooiatith poverty risk either way, in contrast

to the strong negative relationship shown in sdwateer developing countries [Ravallion and

*The null of equality of income per household betwiemnled and landless households cannot be rejetted
Limpopo, but is rejected in Rajasthan at the 1%lleve

*The asset value and share estimates must be treitedaution; see Table 2, note (c). In the Limpepe
homeland area, land is rarely traded; the assurake {1500 Rand/ha) is based on market pricesdimpara-
ble land in adjacent commercial farming areas [Depant of Land Affairs, 2002a]. Livestock aside, otheset
valuations in Rajasthan and Limpopo are by housetasidondents.

2’Our poverty line is the rural expenditure per perseeded in Rajasthan to achieve the Indian poliegyDr.

S. Sharma, Delhi School of Economics, pers. comsingu1999-2000 round, National Sample Survey]. We
converted this into Rand using the PPP exchange Iatboth Rajasthan and Limpopo we used sample mean
adult equivalents per household to convert thepeeson line into a per-aeq line, which for Limpopolb94
Rand/aeq/yrLacking expenditure data for Limpopo we had to ignbelow-poverty-line differences between
expenditure and income.
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Sen 1994; IFAD 2001:76f To sum up: land distribution within this formerrian home-
land taken as a whol€loes not appear, on its own, to explain variatiohousehold income

or poverty risk. This fits in with the low share @fin-farm income in household income.

In most of the few cases (mainly in West Africa)esh landed rural households are no better
off than the landless, it is because the latteehaoved from low-productivity farming into
local non-farm activities. This is not the casd¢ha Limpopo survey areas, so the lack of sur-
veyed welfare differences between landed and dtbeseholdsvithin these areas is surpris-
ing. A major explanation (Appendix) may be that gemning-up of over 60% of Limpopo’s
farmland with barely 2% of farms - oftenatherareas — has led to the pre-emption, by these
farms and areas, of the lion’s share of irrigationproved technology and modern inputs.
Hence landholding in the ex-homelands on averaglelyilittle income (while the growth of
an African RNFS is hampered by the absence of nagdl demand for rural non-farm pro-

duction).

Some support for this is provided by our later gggagation by region. This shows that for a
minority of regionally concentrated non-poor housdh (in West), the possession of large
livestock and inanimate farm assetsmportant to livelihoods, and strongly correlatgith
size of landholding (section. 3.4). That escapenfpmverty through agriculture in Limpopo is
possible may have important implications for thegible benefits to be derived from land re-
form, and from research or infrastructure provistbat raises the productivity of small-

holders’ land and other farm assets.

If landlessnesss such is not responsible for poverty on averadgmt is? Are Limpopo’s
poor special in terms of income structure or assetture (table 2)The poor derive a simi-

lar mean share dhcomefrom wages as the non-pd@rput a larger share from pensions and

%|n Rajasthan too, there is a strong negative astogibetween poverty risk and landholding.
*Compare Rajasthan, where the poor, of whom onlyar@dandless, derive a high share of income fram+a
ing and a correspondingly low share from wages.
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a smaller share from migrant remittances. As walldhown, these averages are a manifesta-
tion of (a) sharp specialisation by income-sount®@g households in general, and (b) rela-
tively high and relatively low poverty incidenc&spectively, among households mainly de-
pendent on pensions and on migrafft@n assetstable 2 shows that poor households on av-
erage hold low shares in productive non-land fassets, especially large livestock and in-
animate farm assets. Ownership of such assetglidylskewed. The Gini of wealth is 0.48,
but the concentration indices for farm assets angebktock are 0.89 and 0.80 respectidely.
Only about one household in six has any inanimeate fassets at all, and only one in six has

any large livestock; one in sixteen has both, ameepy in this subgroup is essentially zero.

Is it worklessnesghat explains the bulk of poverty? Our survey dadies extremely high un-
employment among working-age persons for rural ldpwp (table 3). 8%, though not dis-
abled, were ‘not seeking work’; we count thesecdigaged workers’ as unemployed, as well
as those so reporting. Estimated unemploymentis 89% for males and 70% for males and
females together. An estimated 60% of householde n@body of working age employed
(we call such households ‘workless’, not quite aately). Given the high mean share of
wages in income and the low salience of farm incgrae might assume that poverty would
be concentrated in workless households; its incdes indeed somewhat higher in them, al-
though not very significantly (23% compared to 1éPavorking households, p=0.14). Yet in-
come per adult equivalent in workless householderisaverage, no less than in households
with one working individual of working age. The ifigation, examined below, is that mean
income shares are obscuring a specialisation arhongeholds, whereby worklessness (or

wagelessness) is associated with higher incomes riemittances and/or pensions.

“Depth of poverty, however, is significantly lower fpension-dependent households (defined belownatstd
mean income per adult equivalent among the pa28% below the poverty line) than for others (aroGaéo).
*IThe concentration index is analogous to the Gini.ifstance the associated Lorenz curve for, sagesock
has households ordered by wealth on the x-axist@ndumulative share of total largestock on th&ig-a
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Table 3: Working ageresidentsin Limpopo sample

Males and females

Hh hasno pen or remit inc Hh has pension income Hh has remittanceincome All households

Freq. Percent se Freq. Percent se Freq. Percent se Freq. Percent se
missing/other 9 1.3 0.54 24 1.52 0.4 16 1.69 0.5 41 1.44 0.29
housewife 42 11.6 1.89 37 8.15 1.65 41 11.44 203 021 10.07 1.14
studying 133 24.66 2.42 182 25.11 2.18 210 28.80 342. 450 26.63 1.46
unemployed 184 32.14 2.57 290 43.40 2.52 272 39.842.54 642 38.63 1.59
employed 179 29.45 2.38 80 8.42 1.14 84 9.67 1.29 27 3 16.32 1.06
retired/disabled 7 0.85 0.41 85 13.39 1.8 49 8.56 .641 104 6.91 0.89
Total 554 100 698 100 672 100 1666 100
Males

Hh hasno pen or remit inc Hh has pension income Hh hasremittanceincome All households

Freq. Percent se Freq. Percent se Freq. Percent se Freq. Percent se
missing/other 3 1.74 1.13 12 1.98 0.74 10 3.21 1.24 18 1.88 0.58
housewife 0 0.00 1 1.46 1.44 0 0.00 1 0.67 0.67
studying 57 25.23 3.71 92 32.64 3.78 90 40.30 458 203 32.43 2.53
unemployed 62 24.09 3.6 117 42.47 3.97 95 37.01 343 235 35.01 2.5
employed 121 47.26 4.09 41 10.99 2.1 31 11.10 2.44 185 23.85 2.03
retired/disabled 4 1.70 0.97 22 10.47 2.8 10 8.37 .393 29 6.16 151
Total 247 100 285 100 236 100 671 100
male unemployment rate 33.80% 79.40% 77.00% 59.50%
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Table 4: Threeway split: demography, income and assets

Shares Demography
Residents AEQ Wkage WkageM WkageF
All 100.0% 6.29(.15) 4.17(.09) 3.19(.09) 1.26(.06) 1.93(.06)
FR 38.5% 6.80(.22) 4.42(.13) 3.53(.13) 1.51(.09) 02@08)
PD 26.8% 6.80(.34) 4.58(.18) 3.30(.19) 1.41(.16) 88(14)
MD 32.3% 5.30(.22) 3.55(.13) 2.73(.15) 0.88(.11) 851.10)
Other 2.3%
FRpoor 28.8% 7.46(.40) 4.76(.22) 3.73(.23) 1.33(.20 2.41(.15)
FRn-poor 71.2% 6.53(.26) 4.28(.15) 3.44(.15) 103(. 1.86(.09)
PDpoor 26.3% 8.34(.68) 5.48(.29) 4.55(.20) 2.30(.33 2.25(.25)
PDn-poor 73.7% 6.25(.38) 4.26(.21) 2.85(.21) 1109(. 1.75(.17)
MDpoor  6.3% 6.37(.59) 3.77(.36) 2.38(.34) 0.52(.25) 1.87(.18)
MDn-poor 93.7% 5.22(.23) 3.53(.14) 2.75(.16) 0.99). 1.85(.10)
Incomes
Mean/HH Mean/AEQ %Pens %Remit %Wages %Farm
All 19504(1394) 5487(418)
FR 20523(2929) 5089(696) 4.0 2.9 87.6 55
PD 10827(694)  2662(227) 79.2 10.0 5.2 5.6
MD 25068(2100) 8204(821) 8.6 84.1 5.0 2.2
FRpoor 3694(484) 758(85) 1.3 0.0 80.5 18.2
FRn-poor 27342(3900) 6844(915) 4.1 3.1 88.0 4.8
PDpoor 6639(332) 1226(43) 85.4 0.1 5.8 8.7
PDn-poor 12326(795)  3177(263) 77.9 12.0 5.1 5.0
MDpoor  3198(535) 889(153) 0.0 97.2 0.0 2.8
MDn-poor 26546(2132) 8698(847) 8.7 84.0 5.1 2.2
Assets
HH wealth AEQ wealtHand smallstock largestock dwellings hh assts fm assts
% wealth% wealth % wealth % wealth % wealth 9% wealth
All 53902 15214 4.6 3.3 11.0 63.8 13.8 3.4
FR 57258(5315)4893(1903B.9(.5) 2.3(.4) 12.9(2.3) 57.9(3.6) 15.9(1.8) 73)2
PD 52450(608113576(19726.2(.8) 5.1(.1) 12.0(5.7) 64.5(6.1) 12.1(2.3) 00(0
MD 49774(4436016640(21290.2(.7)  3.4(.7) 6.2(2.3) 72.43.3) 12.7(2.2) 1)(5
selected data only, provided below
FRpoor 4.8(3.7) 0
FRn-poor 14.4(2.6) 8.5(2.7)
PDpoor 2.3(1.5) 0.2(0.2)
PDn-poor 14.2(6.8) 0
MDpoor 0 0
MDn-poor 6.5(2.4) 1.2(.6)

Note: Shares of income from principal source: PD 79.1%, 84.1%;FR 93.0%; Ginis of income/aeq:
PD 31%, MD 42%, FR 56%. Wkage=number of working mepidents (M=male, F=female),
HH=household, AEQ=adult equivalent.




3.3 Income-source specialisation of livelihoods: a three-way split

We have shown the sharp contrast between LimpodoRajasthan in terms @fverage in-
comemeasures of rural dependency: 43% versus 83%h#éofocal income share, and 29%
versus 83% for the local income share excluding sarvice income. Another dimension of
high rural dependency in Limpopo is a remarkapecialisationof households by income
source. If shares of local, remittance and pensicomes of, respectively, 43%, 39% and
18% reflected household diversification and ristieretion in face of weak local income pros-
pects, many households would live on a mix of ine@ources corresponding very roughly to
the aggregate shares; few would be ‘specialisethéoextent of deriving over half their in-
come from just one of these sources. Yet, on teigdion, an estimated 98% of the house-
holds are specialised: 39% deetor-reliant (FR), averaging 93% of income local; 32% are
migrancy-depender(MD), averaging 84% of income from remittances; &7@o of house-
holds arepension-dependeliiPD), averaging 79% of income from pensions. The demdgrap
ics, while of interest, do not explain dependenmgportions of working-age persons in PD,

MD and FR households differ little (0.49, 0.52 &n82 respectively: table 4j.

This striking distinctness, or ‘three-way-split'f bouseholds may account for some earlier
findings. If high non-local incomes were associatgtth low local incomes (and high unem-
ployment), then a weak or absent link between pggvand worklessness or landlessness
might result® Our Limpopo data exhibit these associations. Extioh rank correlation coef-
ficients between ‘local’ income (farm income plusges) and pensions and remittances re-

spectively are minus 0.297(p=0.000) and minus (B388000)>*

%2 As for gender, the female/male ratio is 2.10 in Kiuiseholds as against 1.34 for FRs. Howeverjgifisoba-
bly an effect of selective male migration, not asmof MD status.

*The weak association may also be partly due to tiifigeeffects of much higher unemployment amdagh
households with pensions (which have high povertydience)and with migrancy income (which have little
poverty) than among households with neither.

*A rank correlation test is more appropriate thdinear one given the highly bunched nature of thiadmany
zeroes). The correlation for local income againsn§ons plus remittances) was —0.44 (p=0.000). &inges
tests on our Rajasthan sample give a very smailiyamsinsignificant correlation between local imae and pen-
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For a further test, we divided the sample accortlinghether pension and remittance income
together were sufficient to push the household alibe poverty line; about half the sample
are ‘externally subsistent’ on this definition. labincome in externally subsistent households
averages only 18% of local income in other housih¢¥6% in Rajasthan, where 11% of
households are externally subsistent).

So the negative association between external arad ilcomes is strong in Limpopo. To test
the association between external income sourcesia@ahployment - while avoiding the se-
lection bias that automatically links FR-householdth lower unemployment - we reclassi-
fied households, not as FR-PD-MD, but accordingvh@ther they had any pension income
(43%) or any remittance income (45%; 18% have hathline with the income correlations,
the male unemployment rates in pension-receiving) r@mittance-receiving households are
similar, in the range 75-80% (table 3), against 3d%e 30% of households with no such ex-
ternal income® This association is robust to the inclusion oftools, as shown in the probit
analysis (table 5) of individual employment stabmseducation status, region and whether or
not the household is in receipt of pension or remide income. For example, a working-age
male in a pension-receiving household has an empay probability 34.4% lower than in a
non-pension-receiving household in the same regiath similar in education. The corre-
sponding figure for a member of a remittance-raogiviousehold is 28.5%. Note also that (a)
while higher education substantially raises emplegtthances, secondary education reduces
them, and (b) living in West is much better for éoyment prospects than living in South or

Central.

sions and small negative correlations between lmzaime and, respectively, remittances (rho=-0pk2003)
and pensions (rho=-0.10, p=0.02)

*As one would expect (because the definitions oA MDselecthouseholds that have little local income and
accordingly low employment of residents), the malemployment rates in the PD and MD householdstthat
gether account for 59 %t of all households are dnginer, at 93% and 92% .
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Table 5. Male employment and non-local household incomes

Marginal effects p-values  Meansof regressors
(%: s.ein brackets) (%)
Highest education:
Primary -0.9(1.0) 0.371 93.7
Secondary -9.3(0.5) 0 64.4
Higher 25.2(1.0) 0 6.6
Pension-recipient hh -34.4(0.4) 0 41.4
Remittance-recipient hh -28.5(0.4) 0 27.9
Resident of South -21.2(0.7) 0 16.4
Resident of Central -12.0(0.7) 0 68.5

Pseudo R-sq=15.7%

Why are resident adult unemployment rates so mugieh in pension/remittance receiving
households? Suppose first that resident houselmithasition is exogenous (so that unem-
ployment doesiot make the unemployed likelier to shift into such $eholds). Then an ex-
ternal income source may reduce the incentivedsidents to seek work in either household
type, increasing their unemployment rate (recadk the count able-bodied adult non-work-
seekers as unemployed, ‘discouraged workers’) By, then, are recipients of pensions and
remittances more willing to share income with untayed residents than are recipients of lo-
cal factor incomes? For households reliant on tamies, migrancy may be cyclical, so that
household members take turns to migrate for wotkatTapart, if the relatively competent
(and educated) tend to migrate, then those lefindeare more likely to be unable to find
work even if they are motivated to do so. Thid ##hves the question of why pensioners are
willing to share income with fellow-adults with unployment rates so far above those in
households receiving neither pensions nor remiggnislow allow for endogeneity in house-
hold composition - an impact of income types upegisions about household formation,
modification and destruction. Households unablgtovide a minimum of subsistence to
their members must collapse; conversely workingiageviduals, especially if unemployed,

may try (perhaps successfully) to attach themselvesable households, including those de-
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pendent on non-local income. Perhaps, especia®bimouseholds, such attachments involve

an element of coercion.

What do we learn about rural dependency from thanmzharacteristics of the dependent
households of each type (Table 4)? There are ggnif differences in income per adult
equivalent among the three groups. MDs are 60%eibeft on average than FRs, who are
themselves twice as well off as PDs. Poverty inu@e(only 6% for MD households) is a lit-
tle higher for FRs than for PDs, 29% versus 26%d BRs’ mean poverty depth is also far
higher, despite their much higher mean income ®@As. This reflects much higher income
inequality among FR households than among PD holdghas would be expected (Ginis in
table 4). However, we do not find significant meeealth differences among the groups. As
far as wealth shares are concerned, there is ahahffarm assets (for FR households) and
largestock (for FR and PD households) may be assativith absence of poveryyHow-
ever, this does not benefit many households, diotéings of both these assets are highly
concentrated. It seems that such limited degrdeo$ehold ‘escape’ from rural dependency
to factor reliance as is possible without land sebution in Limpopo (a) brings more pro-
ductive (but riskier?) wealth, not more wealth; (ajses mean income and cuts poverty, but

leaves a group of very poor households behind.

*The poor have a higher share in dwellings, condistéth the presence of capital market imperfectithet
may prevent even the landed poor from escapingrpotteough more effective land use.
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Table 6: Regional disparitiesin Limpopo

Central South West

No of hhs 128 244 121
Income
HH income (Rand) 13401(932)  19900(1893) 26784(3036)
AEQ income (Rand) 3838(401) 5727(567) 6617(727)
poverty 22.50% 21.10% 11.10%
%wages 41.90% 37.10% 46.10%

of which, agriculture 0.40% 0.40% 19.80%

of which, civil service 26.10% 14.99% 0.00%
%pens 31.40% 16.50% 12.90%
%farm 2.60% 2.80% 12.80%
%remit 24.10% 43.60% 28.20%
%Ilocal, non-civil-service* 18.40% 24.91% 58.90%
Wealth
HH wealth 72373(8673) 45061(3340) 80126(7410)
AEQ wealth 21137(3696) 12943(1251) 20063(2024)
Land
prop. Landed 0.56 0.52 0.91
mean landholding(landed) 2.52(.39) 3.08(.18) 20)(.
land Gini (landed) 0.56(.020) 0.29(.019) 0.23(.014)
Three-way split
FR 30.6 39.8 43.0
PD 44.1 24.8 11.7
MD 25.2 33.6 35.6
Mixed-source 0.0 1.8 9.7
Farming assets
% with largestock 12.5 13.7 33.5
% with inanimate fm. assets 2.3 114 80.0
% with both fm. asset types 2.3 4.0 30.2
Unemployment
All 77.3% 71.8% 60.4%
Men 69.3% 59.0% 50.9%

* share of farming plus non-civil-service wages
Note: estimated standard errors in brackets. Abatiens as in Table 4

3.4 Regional variations. agriculture and livelihoods in West

Our survey data (table 6) reveal significant reglorariations, especially between West and
the other two regions. In short, West is the mogsperous region: poverty incidence is about
half that in the other two regions, and unemployniemarkedly lowef! Only in West does

agriculture account for a substantial fraction méame, both through own-farm production
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and agricultural wages, and only in West are tlmortant holdings of large livestock and
inanimate farm assets. Households that own bothesfe assets do well. To a considerable
extent, it is more widespread access to highed kacdor incomes from farming that makes

African households somewhat better off in West thlsewhere in Limpopo.

As regards the comparative importance of agriceltorincome in the three regions, adding
own-farm income to agricultural wages shows thaicagjure in Central and South accounts
for no more than 3% of income, but 32% in Westyhich about a third is own-farm income.
Agriculture accounts for 5% of employment (inclugliself-employment) in Central, 14% in
South, and 52% in West. In West (a) wider accesdAtricans to small, family-labour-
intensive holdings offers prospects of higher, mdiffused own-farm income; (b) white-
owned land used for game and beef ranches, antidiergrigated maize and potato produc-
tion — even if not always near the survey areaferobetter chances for Africdarm wage
income than in other regions, though less than evbel the case with smaller-scale farming

of this land.

So agriculture is important to livelihoods in Wéstough both own-farm income and wages.
The special nature of West is also revealed intagsgctures. West has no advantage over
other regions in cropland per average landed haldebhut (as in Rajasthan) over 90% of
households have some cropland; in South and Ceh&alroportion is just over half. Among
the landed, cropland is somewhat more equal in /st in South, and much more than in
Central; and ownership of livestock and other farssets is much greater in West than in
South or Central. Hence a much larger proportiohafseholds has modest but significant
cropland in West: 87% of landed households (80%lldiouseholds) there have between one
and four hectares, as against only 51% (27%) elsewlh.andedness as such has been shown

to have littledirect effect on income at household level, but we cacaln an indirect effect

%"The 1995 Central Statistical Services’s Householy&uconfirms this picture [Gyekye and Akinloye 200
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through other farm assets, especially inanimate fassets and large livestock. Holdings of
these two types of asset are highly skewed andyhagirrelated (Spearman rank correlation
coefficient = 0.3845, p = 0.0000). Outside Wedatreely few households report holding any
assets in each of these categories, (table 6)oAkdiders of assets imoth categories, they
comprise only 2.3% of households in Central, 4.698outh and 30.2% in West. The chance
of a household having both largestock and inanirfext® assets is strongly related to land-
holding: virtually no households with less thand dre in this category. This category of
households does very well as regards both incordepaverty risk: average income is double
that earned in other households and poverty inciel&virtually zerc?

What of escape from rural dependency through RNBrime® We cannot measure the extent
to which these in West are underpinned by demamu fagricultural incomes, but virtually
all non-agricultural local wages in this region generated in industry and services - in Cen-
tral and South, 62% and 40% respectively of wageie from civil service employmefit.
Hence, despite the high share of income derivioghfagriculture in West, the share of in-
come deriving from industry plus service-sector asags higher than in Central or South
(26% compared to 16% and 22%). Total income frooallonon-civil-service activity ac-

counts for 59% of total income in West (Central 1&6uth 25%, 83% in Rajasthan).

In sum, rural dependency in West, though substansidower than in Central and South.
47% of households are MD or PD households (69%=inti@ and South; 11% in Rajasthan).
West represents, in some senses, a bridge betleerdt of Limpopo’s experience and that
of Rajasthan, being intermediate in both the spogddrmland, and reliance on local income
sources. This suggests that, with agricultural graent and land redistribution, rural de-

pendency may be reversible elsewhere in the Afram@as of South Africa. However, these

¥Bothliving in Westand landholding are strongly associated with bothgbgsession of inanimate farm assets
and livestock and the quantity possessed.

*Point estimate 1.6% (2 sample households).

“UYncluding teachers but not parastatal employment.
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special features of West (and the hopes they emgestiould not be overstated. African
farmland, though more widely spread than in othreas, remains, even in West, much less
(and worse) than white-owned farmland, and largathout water control or modern inputs
(in sharp contrast to Rajasthan). Even in WesticAfr farming accounts for only 13% of vil-
lage income. White farmland, while providing somage income, is generally farmed in
large and capital-intensive units. Much remainbaalone before African households in rural

South Africa can escape rural dependency.
4. Summary and policy implications

Cross-sections of developing and transitional coemitshow a very strong association be-
tween land inequality and agricultural workforceusd) given GNP/capita. Historical evidence
of dramatic land concentration in early developmsumggests that this may reflect a causal
process in individual countries, whereby land grabgeled to premature deagriculturalisa-
tion. The Limpopo ex-homeland survey illustrates timpact on rural livelihoods. Shares of
income and assets associated with agricultureaselow (8% and 22%); half the households
derive less than one-fifth of income from any losalirces; 59% of households ‘specialize’ in
dependency on either migrant or pension incomee maémployment is also 59%, and much
higher in the ‘specialist’ households; farmland-peusehold is as much as 2.8 hectares
among the 57% with cropland, but the landed arbetter off than the landless in terms of
poverty risk or income. Such outcomes are less eshrk West region (with more widely

spread farmland), and are almost absent in a phsailivey in Rajasthan.

What implications have these findings for policyange in rural S Africa? Experience in
many countries confirms the feasibility of povergduction via land redistribution, and of
subsequent growth in farm output and employmenauAR in 4 of S Africa’s dollar-poor are
rural, almost all being Africans in former ‘hometts such as our survey area; rural poverty

incidence is highest in Limpopo and the EasterneQaqvinces, where 44% of S Africa's
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poor reside [Development Bank of Southern Afric@@0 Given the many unemployed rural

poor, is land redistribution a useful tool of payereduction, as well as of farm efficiency?

Consensual transfer of one-third of commercial fand to poor Africans was part of the Af-
rican National Congress’s manifesto in 1994. Sofferte were made in pilots, but usually
with scanty supporting inputs or services, and $ouy on land for welfare and housing,
rather than for smallholder farming. Although theNd Bank had made clear its support, and
potential financing role, for wide-scale, consemdaad redistribution [Van Zyl, Kirsten and
Binswanger, 1996], the Government did not implenthig widely or very effectively. Still,

‘a survey of about 1200 beneficiaries..[shows thaiugh initial land reform]..has not lived
up to the quantitative goals set, [it] did succekgftarget the poor [and] led to a significant
number of economically successful projects..[that]e involved significantly larger shares of
poor people than less viable projects, suggestiag increased access to productive assets
could be an important path to poverty reductiofuifdbly adapted land reform could play an
important part in restructuring South Africa's dusactor’ [Deininger and May 2000]. How-
ever, subsequently, the Government largely repléitadapproach by efforts to individualise
communal tenure; to broaden ownership of white fatimough ‘equity sharing’; and, above
all, to obtain voluntary transfer of some white-@dnfarmland intaniddle-to-largeAfrican
commercial farms [Wegerif 2004]. Such a transfdt mot achieve the full gains to the poor,
and reductions in dependency and unemploymentathzear, from cross-sections, to be pos-

sible by a shift from larger to smaller farms.

An objection to such a shift [Reardon and Barr®@ is that commercialisation has margin-
alised small-scale farmers in developing countre®luding them from the profitable mar-
kets of the rich North. However, South Africa's isém-run farms are mostly net buyers of
food, so that extra output is home-consumed, araatinly for local markets, so that prob-

lem is less important. Where small farmers do feelexports and supermarkets, intermedia-
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tion may be needed to facilitate timely collectiimn processing, crop uniformity, pesticide
safety, or labour standards; where this is sucaolgsichieved, including in some African
cases (tea in Kenya, cotton in Burkina), smallem& advantages resurface. But successful
intermediation may not be profitable, and even ilsicannot be taken for granted without

public or collective action.

The merits of land redistribution in any specifase cannot be assumed. Can South Africa (or
Russia), with farmingalready settledinto severe asset and input inequality, conselysual
‘undo history’ and improve outcomes by revertingatonore equal small-farm model? Will
disruption costs, e.g. with capital assets and matstems geared to large-scale farming, be
excessive? Can rural people long deprived of lanttiather relevant resources - and the sup-
ply systems that might service these - operate small-farm environment (however attrac-
tive in cross-section), or is it true that peassattors ‘when once destroyed, can never be

supplied’ [Goldsmith 1770]?

Such questions require assessmemttefnatives Starting from South Africa's very high (and
genuine) unemployment - with its consequencesdited townward migration, family break-
down and crime - can mass poverty (and slow grolhjackledvithout substantial, produc-
tive absorption of labour in small-scale agricudtuand in a rural nonfarm sector linked to its
growth? Prospects for labour absorption in the mnban-farm sector appear limited, given
the weak growth, high capital-intensity and low gatitiveness of modern manufacturing in
South Africa, as compared say to Malaysia aftemitse normal deagriculturalisation. Con-
versely the policy of getting land and other faesaurces to an underemployed, but far from
destroyed, peasantry appears to have proved feasill range of cases, both in Latin Amer-
ica and in transition economies (China 1977-84.tndm 1988-93, Albania, Armenia and

Romania).
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Economic development paths almost always invohagdeulturalisation. Normally, this is of
a ‘mature’ agricultural sector, following a spurt kabour-intensive agricultural growth,
mainly on smallholdings. Changing demand pattefrsgél's Law) and voluntary savings
transfers out of agriculture then make it attract@nd feasible for both migrant workers and
entrepreneurs to shift to modernising industry aedvices. A different path ipremature
deagriculturalisation. A farm sector, made highhequal, provides little productive work on
its large and capital-intensive farms, while itsaflholdings lack resources for growth (in S
Africa water control, research, and marketing sysle Labour floods from such a sector to
the towns, but the sources of investment finandegaate to employ it, are not clear. Our
findings support much development theory and emglisvork indicating that there is seldom
an obvious alternative, if seeking broad-based trpt a path through small-scale agricul-
ture and related RNF activity. The experience gaBhan - and to a lesser extent of West re-

gion in Limpopo - suggests that such a path isiliéas
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Appendix

(a) Estimating the land Gini in Limpopo Province.

(1) The size distribution of white-owned farms simated from Census of Agriculture 1993
p.4, which gives numbers of farms in 14 size caiegand allows calculation of mean hold-
ing by category. We assume that all farms withichezategory are equal-sized.

(2) We assume one million smallholdings in Southigsf. The Census gives white commer-
cial farms 87% of 82.76m ha. total farmland. Megrating plus arable) land per smallhold-
ing can then be estimated at 12.37 ha.

(3) We estimate mean arable smallholding size mddpo as 2.85ha. Assuming Limpopo

smallholdings representative of national smallhwddi and the grazing-arable ratio constant
across Limpopo smallholdings, we scale up the samgldings by 12.37/2.85 to approximate

their size distribution.

(4) For total Limpopo smallholdings, we average tgtimates: (a) the (Census) rural popula-
tion of 4.5 million, with our sample estimates imean household size and proportion of
households landless, gives 0.27 million smallhadin(b) the (Census) 23% of South Af-
rica’s rural population in Limpopo, implies 0.23liein smallholdings given (2), if provincial
smallholdings are in proportion to population.

(5) (3) scaled up by (4) gives an estimate of ikae distribution of Limpopo smallholdings.
Amalgamation with (1) gives:

Mean size (hec- Number  Total land (million ha) Gini

tares)
Commercial farms 1055.9 5053 53 0.80
Smallholdings 12.4 250000 3.1 0.39
Total 32.9 255053 8.4 0.93

(b) Equalizing land redistribution and farm emplamh For non-intersecting Lorenz curves,
any reduction in land inequality can be represemi®@ sequence of transfers of land from
larger to smaller holdings [Sen 1972]. Denote lagdN, labour by L and the average and
marginal labour-land ratios by A(N) and M(N). Th&iiN)=A(N)+N.A'(N). A small equaliz-
ing land transfer from a farm of sizg b a smaller one of sizeyMaises labour iff:

M(No) = M(Np) = {A(No) - AN} + No.A'(No) - N.A'(Np) > 0

If A'(N)<O, the term in braces, increased employtr@nthetransferredland, ispositive The
negativesecond term, pNA'(No), arises from the fall in labour-intensity on thmaller farm
because of its enlargement, and gwositive third term, -N.A'(N;) from the rise in labour-
intensity on the larger farm because of its shigekal he bigger the gap in the labour-land ra-
tio between the 'receiving' and 'giving' farms, taeger is the term in braces and the more
likely a rise in total employment .

(c) Data sources for table Blumbers of agricultural and non-agricultural emmic actives in

2000: FAOSTAT; PPP GNP/capita(1999): World Bankarghof agriculture in GDP (aver-
aged for 1999, 2000, 2001): World Bank; country erage: all countries classified in the
2005 WDR as low or middle income, except those \as than 500,000 ha. of agricultural
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land (table 1.1 of FAO[2001]). Land Ginis are takeam FAO[2001] where possible, other-
wise Deininger/Olinto[2000], or (if clearly morecent) table 3.1 in IFAD [2001], p.117.
These two sources were mostly in agreement; exoept) Bangladesh: IFAD’s 0.55 for
1981-90 was preferred to DO’s 0.42 (equal to IFADRF 1-80 figure), and (ii) Mexico: DO’s
0.61 was preferred to IFAD’s 1961-70 figure of 0.75

(d) Map
MAP 1. THE DISTRICTS AND SITES IN THE STUDY AREA
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