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This chapter, Y/hich is the core of this thesis, can also be entitled,
"The Agricultura! Sector of the Economic System", because the causes of a low
(or high) performance in a sector (or a country) are closely connected with the
structure and characteristics of that sector (or that country) as a whole. We
cannot claim that our study will be exhaustivo; far from that, we are only going
to point out slsome causes" that are, in our opinión, the most important ones,
These are: land tenure, price system, credit, foreign exchange and inflation, and
transport. Let us examine each o ríe separately.

This problem of land tenure is per_ se a subject for a thesis; consequently?
our analysis will be quite superficial, J

The facts» The resulte of the last two censúa (1936 and 1955) will be studied.
Table T&J based on the 1936 Census, has the advantagos that the land is divided
according to its major agricultura! characteristics. If we analyze the last two
categories (those of more than 500 hectares) we see that 2.7 per cent of all the
landowners have 81..2 per cent of the total land, 55*1 per cent of the irrigated
land, £l •k per cent of the unirrigated land and 52»U per cent of all the crop and
planted land,

In literatura of Latin América land tenure, a frequently voiced argument
is that the unequal land distribution is the result of tlia inclusión of the sizable
amount of sterile land which is prodominant in the largor states* If this sterile
land is not included in the picture, according to this argument, the unequal dis-
tribution of land will largely disappear, This table clearly demonstrates tho
falseness of this argiment, at least with respect to Chile, It is true that this
is not an indicator of land's productivity, but that kind of study, even when can
be useful, doos not affect the validity of the fact that there is concentration of
land and that this concentration also roaches tho best land, either irrigated or
not.

1, We made this reforence to productivity because some people, ospecially
landholdors, say that all the studies on this subject are not sorious because land
has different productivities, so that if WQ not have some "cominon measure" any
study will lacle validitjr. Sea Luis Alberto Fernandez (Presidont of the National
Agricultura! Socioty) "Situación en la Agricultura", Panorama Económico, No. 228
(March, 1962) p. 37. , ,__,»,_.,_ _._„_,_,.

But land concontration is still greator than Yíhat this figure shows: if
we analyzo only tho last strata, we mil find that the number of holdings of 5*000
hoctares or more is only 626. This 626 proprietors have Il).»l4.86,000 hectares,
which represents 52.Ij. per cent of the total área of tho country» In short, «3 per
cont of landowners have 52,k per cont of tho land according to the samo censué,2

2. Adolfo Mathoi La Agricultura en Chile y la Política Agrícola Chilena,
(Santiago: Imprenta Ñas cimiento, 193977 P» HU7 """ """" ' *"" "••-***-•"

Tho so figures are similar in tho pro vinco of Santiago, whcro tho main market is



Table 16. Distributíon of land according to ths size of the holdings
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p. 326. (Based on Agricultural Gensus 1935-36, publishod by tho Diroccíon General de Estadística.)



locatod* 60 por cent of tho agricultural land bolongs to only 60 laijdholdors with
more than 5*000 néctares cach ono.^

3. Ibid.j p, 116*

Now let us turn to tho most recent figures of thc 1955 Census. Table 1?
includes only the zone betweon Aconcagua and Llanquihuo; this fact, novortholoss,
is an advantage, notwithstanding it representa only 26 per cent of tho torritory,
becausQ that 26 por cent has 95 por cent of all arable land, 85 per cent of total
population, and almost all tho food production of tho countryí1' In short, it is

lu David Baytolman and Rolando Chateauneuf, " Interpretación del Censo Agrí-
cola y Ganadero do 1955"* Paño rama Eco nomi co , No. 215 (September 1960), p« 273,
This is a very good analysis of the 1955 Gensus, dividod in four parts, all pub-
lished in Panorama Económicos- First part (I) in tho number quotod; part II
appeared iH No,'"'2l77TEecembor 1960)5 part III in No. 219 (March 1961) and part
H in No» 223 (August 19ól). Hereafter, referred to as "Interpretación".

tho main agricultural zone of tho country.

Tablo 17 is again a clear indox of the degroo of land concentration in
Chile. On one sida, *9 per cent of landholders have U6»U per cent of the agri-
cultural land, and 21.U por cent of the irrigated land; on tho othor sidej if we
considor the first two stratas (holdings up to 99*9 hectares) 85,3 per cent of tho
farmers have only 12 por cent of tho land, and 15 por cent of the irrigated land,~

Table . 17-, Land Distribution from Aconcagua to Llanquihue
^""^ '- "';r;v;iul:' * ^ --~~~~

Sizo of
holdings

0-9.9
10-99.9

100-U99.9
500-1999.9

2000 &. more

TOT-íiLS

Number of
holdings

Irrigatod
land

Agricultural
% land

57.817 U7.5 31.297.0 3.2 136,153.6
140.057 37,8 121,356,1* 12.U l.U69.1Ui2.1
13.U31 11.0 309.663.8 31.7 2.597.158.8
3«líl 2.8 306.5lilul4 31.3 2,965,896.7
1.056 .9 209.230.5 21.h 6,2014,016.8

% Total land

1.0 165.9U7.7
11.0 1.623.6U2.6
19. h 2,822.091.1
22.2 3.217.152.5
U6.lt 7.791.909.7

1.0
10. U
18,0
20.0
50.0

121.802 100.0 978.092.1 100 13*372,668*0 100 15«620,7UU*6 100,0

Sourco: "Interpretación" (I), table 1, p»
Note: Tho sterile land (not shown in the table) amount to tho differenco botween

agricultural land and total land.

Tablo 17 shows that tho corrolation botwoon the dogroo of concontration
ín total land and agricultural land is very great. With respect to irrigated land
the situation is someYfhat diffarent, but concentration also exists.

It is usually said that it is truo that somo concentration exists, but that
is only the result of taking global figures, the wholo countrys if wo study
separately the best land, those located near of the major markets (v. gr., Santiago,
Valparaíso) we will see that tho degree of concontration is smaller, or, at loast



k
the concentration exists only in tho "unuseful" land. This kind of argumenta

5. SGO a lettor of Guillermo Noguera (past Prosidont of tho National Agri-
cultural Society) to The Economist (June 21̂  1961), p. 1356 and 1357» He says
that 52 landowncrs (,5~per cent of landod property) ovms ¿7.3 por cent of total
land in the province of Santiago, but of this 57.3 per cent "only 3.8 por cont ar
really suitable for intensivo cultivation—in other Yrords, thoy consist of hugo
áreas of mainly infortile soil."

are almost groundless. If we analyzod only 5 provinces (Aconcagua,, Valparaíso.,
Santiago,. OfHiggins and Golchagua) which represent the richest agricultural zona
of the country, with 1+5 por cent of its land being irrigatod, 57 por cent of tho
total urban population of the country living there, vfo will soe that concontration
is highor than that shovred in table 17 for the •whole country. (Tablo 18). In
effcct, landownors with moro than 2*000 hectares (l.l per cent of the total) have
72,7 por cent of total land, instoad of 50 per cont5 and 69o8 per cent of agri-
cultural land instoad of Ij.6«I|.o ... The only figure similar is that of irrigated land;
21.6 por cent instoad of 21.i[."

6. A study of tho agricultural ongineor Guillermo Julio reachos differont
conclusions.. According to him, 1.2 per cent of the landholdors owns 59 por cent
of tho irrigatod landj on the other hand, 81»3 por cent of the propriotors have
only 6,3 por cont of the irrigated land. Study publishod in Panorama Económico,
No» 70. Quoted from Aníbal Pinto Hacia nuestra indepondoncia económica (Santiago:
Editorial del Pacifico., 1953), P» 13ÍTn.

Table 18.. Land Distribution in 5 Provinces (in heotaros)

Sizo of Numbor of
holding

0-9.9
10-99-
100-U99

;s holdings %

9
.9

21.
5.
1.

500-1999.9
2000 £ more

281;
513
U27
552
330

73
19
h
1
1

.1

.0

.9

.9

.1

Irrigatod
land

22,
55 c
136.
131.
95*

727.
9lj.O,
851;.
022,
332.

9
0
2
7
7

Agricultural
land

Sol

12,6
3100
29-7
21,6

36,3714-cl; 1,1
lS2»llt3.0 U. 7
282.181.0 8.7
5llo76008 15.7

20266o225.6 69.8

Total
land

U2.652.3
• 171.939.0
312.330o 7
571<» 2 79 «8

2.936.U50.8

1.1
U.3
7.7

11;. 2
72.7

TOTAL 29.106 100 144l.879o5 100 3*.2l|8.681;.8 100 .652.9 100

Sourco? "Interpretación11 (I) Tablo 2, p,

It is not possiblo to make comparisons from 1936 and 1955 Consus in order
to know the "trends11 in concentration» This impossibility is dúo to the fact that
they used two differont concepts in the definition of a holding: in 1936 they used
tho concopt of property and in 1955 tho concopt of oxploitatíon. If in 1936 one
proporty was given to three different porsons (v. gr. as ronters) the 1936 Census
considered that property as ono holding; in 1955̂  becau.se the Consus attcndod the
idea of oxploitation, that samo proporty will appear as three holdings. Obviously
it y/ould not bo corroct to sav that concontration is smallor in 1955 jiist looking
at tho figures of the Censáis.'

7. Anibal Pinto, "Un 'exporto' de Chicago redescubre oí latifundio1' Panorama
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Económico No. 211 (April 196o), p. 77 ff. This is an highly polemic article,
attompting to refuto somo misconceptions (among others tho comparison botween both
Consus) of the proffosor of tho University of Chicago Jamos 00 Bray in his worF
La intensidad dol uso do la tiorba on relación al tamaño de lo£ prodios on £l

' do~Chile,

Tho only comments that we can mako in rolation with this high concentration
in land is that in gonoral this is a usual and "normal11 situation in all Latin
America recognized today'by almost everyone0 According to a publicatión "with some
important cxceptions, a high proportion of the land that is, or could be, cultivated
in Latin America is in rolativoly few handsc Overall,, some £0 per cont of farm
land is ownod by lt>5> por cent of tho farm owners; at the other end of the s cal e,
73 por cont of small owners-, nave less than ¡4 per cent of the farm Iand0"° 4

8« "Land Problems in Latin America" Latin American Business Highlights (a
publication of tho Chase Manhattan Bank), voló H, No0 3 1/bhird quartor 1
p. k»

confirmation of this can be found in Table 19» Md what is true for Latin America
as a whole is also true for almost all the countries with different dogrees of
intensity0°

9. For an overall viow of Latin /imerican countrios seo table usod by Harry
Kantor "Agrarismo y Tierra en Latinoamérica"¿ Combate, vol. III, No. ll; (January
and February 1961), pp. 10 and 11.

Table 19. Estimatod perc-entago distribution of
land holoTings in "Lgitin imbrica arpjund 1950

Sizo of
farms (Hct) Por cent Porcont of
_ of farms land área

0-20 72o6 3C7
20-100 18.0 8.ú
100-1000 7.9 23 o O
Ovor 1000 !„£

Source: Thomas Carroll "The land roform issue in Latin America11 in Albort Hirsch-
man (ed) Latin /üner ican Iŝ uos, Essays and Gomments (New York: The Twenti-
eth Century PuncíJ JT961')", table 1, pc 165.

Tho Causes. The extreme concentration of land in the hands of a few in Chile and
in Latin America has beon usually related to the systom of colonization by Spain.
It is true that the Crown used to give land to tho conqueror and other spanish
people T/ho v/ere fighting and colonizing in the ñame of the King. The pieco of
land given under this circums táñeos was the encomienda and its owner the e n comen-
dero 6-lQ The encomienda system, along with the servicos of somo number of indians to



10» A description of this systom and its cvolution is to be found in Joan
Bordo and Mario Gongora Evolución do la Propiedad HuraJL en el Vallo del Puangrn
2 vols« (Santiagos Editorlai"ühivorsitariaTT^Jó)» ~In this s"tudy*lm~''o'f tho rT
valleys of the country is analyzed. Seo aíso Jaime Eysaguirre El Conde de la
Conquista (Santiago: Editorial Juridica, 195>1)> to nave an idea how this sysTom
workecl, especially first threo chapters.

cultivato the land given to the conquistador5 it is said to be tho origin of tho
inquilijnos ("An agricultural labourer who lives on tho estáte and in addition to
food and accomodation is givon a plot of land, sometimos with grazing rights, to
supplement the wage paid for vrork carriod out on bohalf of his cmployees". •*•

11, Dofinition given by tho International Labour Office The Landlcss Farmer
in Latin /America (Genova? Studies and Pieports, NQW Series No. fff9 I557T¡ ~P~ Í1U«
Broadly speaking an inquilino is an agricultural workor with no land of his own.

This view has bcen challcngod very strongly, arguing that tho inquilinos aro tho
outcomo of the stratification process that took place in tho l?th ani 18th Contury,
with the landlord rising in the social scale, and tho poorer spanishos and mestizos
falling, At the boginning of tho Colonization the fact of being torn in Spain was
enough to belong to the highest strata. As the timos goes on this stratification
procoss

12. Seo Mario Gongora Origen d£ loŝ  "Inquilinos61 de Chile Central (Santiago:
Universidad de Chile, Seminario de Historia Colonial, 1960)".' "" """-"-••'••

But this encomienda is only one aspect of land concontration» Spanish
domination finished more than ono contury and a half ago. Tfíhat has happonod with
tho concentration of land in this 1̂ 0 years of independence in the Latin American
República? Thoro is no sorious study, to my knowledge, that can give a precise
answor to this question, either with respect to Chile or tho wholo continont.
Novertheless, Pierson and Gil in tho ir well known toxt on Latin /jnerican politics
say that botwoon 1830-1920 the same or more land which bclonged to the Government
or to indian coimnunities was givon to some aristocratic or military familios or
foreign companios, that during tho threo centuries of Spanish domination. 13 /tS

13, William W. Pierson and Federico G. Gil, Govornmonts of Latin. America
(New lork; McGraw-Hill Book Co.3 1957), p, 379* — ~ — —• ——-

Baltra says, "tho latifundio has its roots in the Conquist and Colonial period, but
the political emancipation is not going to destroy it, but, on tho contrary, to
estimúlate it.!fl'í-

lli. Alberto Baltra, Crecimiento Económico de America Latina (Santiagos Edi-
torial del Pacifico, 19£9T7T̂ ~WT" -™"™ — —— —
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Another-professor, rejecting the idea of the encomienda as the main ex-
planation, put emphasis on the lack of incentives and pressiires for the división
of land, as the main cause that has maintained a given reality0 In his opinión
the market,, because ot its limitation, did not give the incentives to increase
agricultural productiom urban population was small and poor-0 This could be ai
explanaiion for the past century>7 but after our analysis in Chapter II it cannox
be sustained for the present centuryo^ On the other side, tax pressures to get

15» Ánibal Pinto Hacia Nuestra Independoncia d „ . op. £Ít«, p« Í37 ff.
This author in a posterior study apparently thinks otherwise. See note 22 and its
quotation in the text*

a subdivisión of land have been inexistente

In our opinión the main explanation of the latifundio and its maintenance
through times, resides in the fact that the possession of a large state not only
have and give wealth, but also distinotion5 aristocratic style. and usuallyj
political power| it fulfills the main requirement to belong to the upper strata..

As Hoselitz has said:
The status system of Latin America since the European conquest was
closely tied to the system of land tenure. The conquistadors were
given large grants of land in the New World and were assigned the right
to have Indians resident on that land to work for them0 Though the
original grantees had all participated in the conquests^ Europeans who
carne later also established large holdings^ and man of mixed blood or
even puré Indians or Nogroes could be found among the large colonial land-
holders» This upper class of landholders formed an aristocracy for whom
the ownership of large estates was not only a form of wealth but also a
sign of social status. . . . With the acquisition of independence in the

Gentury_, the social system did not change.̂ -°

16. Bert F. Hoselitz, "Economic G-rowth of Latin America11 in First Internation-
al Gonference of Economic History_, Gontribution (Paris-The Hague? Mouton and Co,,
1960), pp» 88 and 89. For a Spanish"~version of this paper see Revista Interameri-
cana de Ciencias Sociales, vol. !_, No, 3 (1962),, pp. 3U7-35?. !fy itaTics.

This system of land tenure^, that J-ÍQ can cali a feudal system as Darwin and
others did,-!-' has maintained its main features through centuries because it is not

17. Charles Darwin3 The_ Voyage ££ tha Beaglo_ (London?. Everyman Library, 1936),
p. 2̂ 5. (First edition in Í83$T* """See als'o UnS0 Department of Stato Land Roform—
a world Challenge (Washington: Dept. of State publication kkk5} 1952), p. 5T~̂

only an economic system of expióitation of land, but also a social and political
system with enough power to rotain its privileges,1̂  Moro ̂ han -twen̂ v years ago

18. See Pierson and Gil, op. cit., p. 378 ff.



8

an acute observer put the difficult quostion, that no?f faces almost all Latín
American countries: "Will the mombors of tho hacendado class themselves, still
the dominant political olement in the country,, porinit the adoption of measures
tending in any manner tovrard a lessening of their dominan ce ?(?19

19. Georgo McBride, Chile; Land and Society (New York: American Geographic¿J-
Society, 1936)3 p. 380. McBride gives a big importance to the encomiendas, but
recognizes that "social motive for retaining ancestral estatos unbroken" was
strong enough as to bocome more iiuportant than the law of 1857 abolishing tho
mayorazgos. Ibid., chapter IV esp. pp* 120-122.

The answer to this quostion will be attempte.d on the last chapter. Here,
to sum up, we only want to point out that the causes of this concentration are
not only historical, but legal, economical, social and political, Indeed a better
stiidy is needed on this spocific isstiee

The causal relationship; latifundio-productivity. 'We are going to sustain the
the sis that Chile an agrariañ structure is one of tho mairu if not the main,
obstacle to the increase in productivity. This is a well established idea defended
by almost all Chiloan scholars^O Some foroign ones^ and international organizations

20. -See,, v. gr_. Alberto Baltra, op. cit», Anibal Pinto3 op_. cit., Jorge
Ahumada^ op, cit.

21. V. gr. Nicholas Kaldor, "Problemas económicos de Chile" El Trimestre
EconomicoJ vól. 26 (April-June 19̂ 9)3 pp. l?0-221j Rene Dumond "Subdesarrollo^
hambre y subempleo en la agricultura" Política No. 9 (Caracas, May 1960)̂  pp. 75-89,
osp. p. 81 ff i P. T. Ellsworth Chile9 an'economy in transition (New York: The
Macmillan Go.,-19k$)) osp. p. 150 ff; Borge Kragh "The problom of inflation in
developing countries; Chile, a case study" in Gottfried Bombada (ed) Stabile
Preise in Wachsondor Wirts chaf t (Tubingení J.C*B. Mohr, 1960) esp, p. 263.

such as EGIá and FAO.

The landholdcr, to begin vcith, is a businessman absolutely different to
Y/hat wo cali an entrepreneur» He owns a largo área of land which gives him pres-
tige and almost always po?/er. At the same time it gives him a steady and sure
source of income, but this income derived from his wealth is so largo oven with
land partially utilized, that he has no incentives to fully utilizo it in order to
further increase his income.^2 The spur of competition is almost inexistent and

22. Cf. study of ECLá in noto 28.

the dosire of improvemont and innovation is difficult to find. Anibal Pinto calis
this phenomenon the "economic psycholoĝ 7"" of the latifundista, a man with very
little knowledge of his work, usually living out of tho hacienda.^3

23. Anibal Pinto, Chile, un caso de desarrollo frustrado (Santiagos Editorial
Universitaria, 1959), p. 667
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Tho characteristic of the latifundio is its extensivo system of exploita-
as opposod to the intensivo one0 His mothods are conservativa and with very

little mechanization, Not evory big extensión of land is a latifundio: wo rosorvo
that ñamo only to those big extensión of land uneconomically expíoitod, with a
great vfaste of rcsources,, Unfortunatoiy, in Chile^ big landholding and latifir • '
have become almost synonomous,

Up to this point we have been talking only about latifundio „ The othor
sido of this coin is tho minifundio,, those small landholding, whose output is
only enough to feed its owner and his family» The minifundio's cultivation
usually is intensivo in the sense that a 11 the small extensión of land is overusod^
produciiig<5 normally,, the erosión of the soil. Moreover_, l!the extromely small
holdingSj made up gonerally of good lands, aro not used for agricultural and
livestock production becau.se of their small sizo."24 of courso^ tho minifundio

2lu José Ramón Astorga "Land tenure problems in Chile1' in Kenneth H. Parsons_,
Raymond J. Penn and Philip M. Rauf (eds) Land Tenure (Madison5 Wisconsin: The
Univorsity of Wisconsin Press, 1956), p. "'

problom is only one aspect of the big concentration of land.

This agrarian structure has beon tho major obstado in the agricultural
developmont. As Pinto has said, during one century—1930--1930—Ghilean agriculture
had Qverything in its favor: internal markets_, foreign exchangos to improve tech-
nology^ affluont credit^ "social tranquility",, laissez fairo policy on the sido of
tho Governmont . . .. and oven inflation to roliove thoir debts. And nevortheloss
instead of improving, agriculturo was going back.25 Prom this it appears olear

25o A, Pintoj Chile . , »' op. citoj p. 81|.

that if the country ?/ants progress in this field a reform to this out-of-dato
structure must be mado. Those ideas are confirmed by tho findings of the IBRD-FAO
Mission that wont to Chile in 19̂ 1o They found that small size farms are in
general better cultivated than the largor ones. An cxamplo is given by a

26. The Agricultural Economy of Ghilo^ op. oit., p, 100 ff. esp^ chart

división of 82 large holdings in 30000 smallor onos. Whon this was made "tho
farmed land increasod from 12 per cont to 27 per cent of the "productivo land".
This comparos with a figure of 20 per cont for Chile as a whole.2?

2?. Ibid., p.

In 195>3 the Bconomic Commission for Latín America using a 5 por: cent
sampling conducted a survey in the provinces of Santiago and Valparaíso to analysc
some factors that impedo the agricultural development. This survey is of extra-
ordinary importanco not only be cause it is one of the few serious ones in this
respoct but also bocause it domonstratod inambiguously tho causal relationship
agrarian structuro-productivity.28
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28» EGLá, ¿nalysis of somo o s which act as an obstacle to the increasos
. . -k specific invGstip;ation basedon sampling

{lCLá-FAQ: E/CN«12/306) Í953̂ ~(mimeo }"* lll tiiFlarmi" wóro divided in ten 'diffoi'ont
categorías ¿ from group 1 with the s&allor farms to group 10 vrith the biggest.

In this survey was clearly statod:

Taking into oonsidoration the predominant part played by the largor
properbics (Groups 8, 9 and 10) in the samples takon togothcr with their
reduced production per unit of irrigatcd land compared to the smallor
propertiGSj it may be concluded that, with the raising of the production
of tho first to the lovol of tho socondj the total production of tho
región could be practically doubled, ̂

29» Ibid.s p, 78» Emphasis mine.

/in explanation of this situatíon can be found in tho fact that great amount
of cultivablê  írrigated land was kept undor natural pasturo or lying fallow,
ECLA says that the roasons givon to justify this incrodible situation woro justified
as f ar as 2h por cent of that land is concorncd, But, in 3í> por cent tho owners lack
of interest tras tho reason to not cultívate tho mentioned land» It is intcrostrng
to note that the biggost extensions of irrigated land bolongs to tho bigger farms.
(Tablo 20) Commenting this table ECLA says:

Thero is a striking incroase in absoluto numbers in the área which is not
properly expíoited by theso Groups (9 and 10), since tho two of the to~
gothor account for 87 por cont of tho total amount of land left in theso
conditions in tho agricultural yoar in usíiich we are concorned«30

30, Ibid», p

this 35 por cont not properly cultivatod by lack of intorest is nothing
more than Pinto(s concopt of "economic psychology11, oxplained by ECLA In the
follovdng way:

• • • in Chile, as in othcr countrios whoro agricultura if not at a
highly devoloped stage and whero the labouror1 standard of living is low,
the farmer, unlálce tho industrialist or tha ownor of a commcrcial enter-
prise, seos no threat to his economic stability in tha fact that his
plant or property and his staff of oxocutivos are not 7/orking at full
capacity, On tha contrary, many farmers considor that the greater the
intonsif i catión of vrork and tho larger the invostment^ tho groater are
tho risks.31

31. Ibid., pp» 60-61.
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Table 20. Numbor pf proporties and área of cultivable irrigated

land kept undcr natural pasture or lying fallovf

Number of Number of
the group propcrties A B C D E F

1 la 5 . 1 20 16 12 75
2 I|.l 15 2 20 19 3 16
3 Ii-1 28 3 11 k9 h 9
h Ul 36 1 3 78 1 i
5 la 29 8 27 186 ^8 31
6 la 35 9 26 203 19 9
7 la 3U 6 21; 555 2-2 U7
8 la 39 12 31 802 103 13
9 37 33 19 58 Iio0l5 1,80? 1+7

10 32 32 17 52 10,190 1,235 12

TOTALS 286 80 28 16*110 3*586 22

Explanation;
Ai Numbcr of properties with irrigated land
B? Numbor of properties with irrigatod land kept under natural pasture or lying

fallow
Cí Percentage of B on A (B/A x 100)
D; Cultivablo irrigated land in néctares
E<? Irrigated aroa kept undor natural pasturo or lying falloif in néctares
F; Porcentage of E on D (E/D x 100)

Sourco; ECLA Analysi£ of SOITIO • .« 0 op, £Í5*j> tablo 13> p* I|.0.

Baytelman and Ghateancuf studying tho provincos of Aconcagua, Valparaíso,
Santiago, 0!Higgins and Colchagua arrivod at conclusions similar to ECL/i, This
provinces^ as wo said earlior, aro the bost niarkot for food products; conscquently,
in this zone^ the incentives for a good and intensivo cultivation of soil are the
greatesto This author has found that in the smallos farms (from O to 9«9 hectares)
98.7 por cent of irrigated land is cultivatedj this porcontago decreases to 88,1
per cent in the next strata (10-99*9}y to ?6B7 per cent in farras between 500 and
1.999«9 hoctaros and to 68*9 per cerro in the biggest farras of inore than 2aOOO
néctares» "From this data it is deduccd that the intensity in the use of land
is invcrsely proportional to tho síao of tho laiidholdings<>!'32

32. "Interpretación11 (part III) tablo 1, pp» 62 and 63*

Baytelman and Chatoaneuf extend this analysis with a study of the "Índex
of efficiencyil in tha difforent size farras and with different agricultural products,
Their conclusions show very olearly that the smaller ones (O to 9o9 hectares) aro
more efficiont than the biggest farms of moro than 500 néctares* With respect to
farms betwoen 100 and h99 hectares "inore studies are necessary to know vfhoro is the
best efficiency size."33

33* Ib id,,, p. 65.
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Up to this point WG havo boon doaling only with tho structuro of agricul-
tura, i.o., concontration of land. Now wo must turn our attontion to difforent
but roraFod mattors: who works tha land and who is the entroprenour? This could
bo considorod, proporly spoaking a problem of "land tonurc1^ moaning by that ".Jl
thoso arrangemonts by Yíhich farmors or othors hold or control land and that conr1!*
tion its uso and oceupancy»11^ This is a broador concopt than tho concopt of

3 U. Donis A. Fitsgoraldj, üLand Roform and Economía Dovoloprnont" in Parsons,
Penn and Raup (cds.)j op. cit«9 p» hk*

privato proporty or cxploitation that wo havo boon arialyzing*

ECLu sampling showod that 73 PG^ cent of tho holdings woro oporatod by
owncrsj 18,2 por cont by tonants and 8C8 por cent by mediaros (sharc-croppers).
But this data is not enough, Wo must try to answor at loast two quostionss 1) Is
it possible to cstablish somo conncction botwocn siso of farms and land tcnuro?|
2) How many ownors of tho land diroct tho work porsonally and how many uso admini-
strators? flnally, vrc must soo v/hat importanco tho answors havo to thoso quostions
from tho point of viow of officioncy and productivity;>

Tablo 21 responds tho first quostion* 70.1 por cont of tho total land is
workod by its ownors and 22 »8 por cont by tonants. Tho other tv/o catogories to-
gother account for 7,1 por cont only» Erom tho tablo appcars cloar that tho land
workod by the ownor docroasos as tho size of tho landholding incroases; tho reverso
situation takes placo in tho tonant lando

Tablo 21, Land tenuro systom by farm sigo (thousands of ho^ctaros)

Farm sizo Total Ovnis land Tonants land Givon land(a) Occupiod land(b)
has has has % has % has % has %

0-9*9 217.6 18U.1 8U.6 16*6 7,7 11.1 5.1 5.8 2*6
10-99.9 1.833.7 1.S&.0 8U.8 115.2 6.3 78,1 k.3 85.U U*6

100-1.99.9 3.263-7 2,663.7 81,6 327.9 10.0 121.8 3*7 1&.3 k*6
500-1.999,9 it. 212. 9 3.131.8 ?it«3 526.5 12.5 20U.1 U.8 350»5 8.3
2,000 & moro 18.18J4.3 11.878.8 65,3 5.3l|l.l4 29. U U63-5 2,5 500,7 2.8

TOTALS 27.712.3 19.U13«U 70 .1 6.327.6 22,8 878.7 3*2 1.092.6 3.9

(a) "Givon landtr aro thoso that tho oimor givos voluntarily to a porson for its
oxploitation without tho obligation of the lattor to pay a rent or any othor
kind of paymont.

(b) "Occupiod landu is that which is takon for its agricultural oxploitation
without thc conscnt of tho cromar of tho land as it is usually tho caso of
Govornraont ' s lands. (squattors land in U» S.)

Sourco? "Intcrprotacion51 (part IV) tablo 1? p, 222»

Tho land givon to modioros docroasos vfith tho incroase in tho sise of farm
holdingsj novorthGlesSj tho" niimbor of rao d joros incroaso with tho SÍZG of tho
farm. (Tablo 22) ' — >«~r. . ..,-«̂.

Tho importanco of family as part of tho labor forcé de croases with tho si:¿o
of the farm^ but 7/orkers and tochnical personnel bocomo moro important rolativoly
with the increaso of sise¿ in tabla 22* This situation is oasily explicable and no
further commsnts aro requirod, ITiat is worth to point out is that with smaller
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size farms a big proportion of the labor forcé is constitutod by womon. and childron
under 15> yoars of age; about 30 per cent j,s forniod by womon and about 12 per cent
by childron in farnis up to 100

35* "Interpretación" (part IV) table 3y p» 223.

Table 22* Personnol of farms classified by ki
oT'work'er \[Tn"̂ er cent ages)

Owners 9 A.dministrators
Farm tonants and white-collars and Inquilisos
sizes thoir familios tcchriical workers & niedieros Workers

0-9o9 81,8 1,8 3,6 12C8
10-99 «9 69,5 . 2,2 8,1 20,0
100~lj.99.9 39*1 k.5 20,8 35«6
500-1,999,9 llt.3 6.9 31cO U7«8
2.000 & more 7.h 7*8 33*0 51.8

Sourceí "Interpretación", (part IV) table l±9 pa 22Í].,

ECL/1 in the survcy raany times cited,, tricd to í'ind a rolationship between
land tenure and efficiency» For this it utilizad the percentage of irrigated.
arabio land kept unsovm as tha "Índex" of efficiency» From this point of viow¿
owners operating farms either personally or through administrators, maintained 28
per cent of the área loncultivated; rontors^, spur by the noed of making profits to
pay that rent had only 17 por cent under natural pasture and share-croppcrs wore,
by far, the most efficionts only 2 per cent was not cultivatcd^ but they had on3.y
3 per cent of the total irrigated arable land of the arca. (Erom this it must rot
be deducod that the share-croppor systcm is the best» On the contrary,, as it is
woll knovín^ it is strongly criticized and today is incxistent in advanced countries
Duniond says that a system such as that of Chile in which the ovmor gets 50 per
cent of the crop (not of the profits) by his contribution of tha land was usod in
Europe sinco the ond of tho Middle Ages up to tho XVI Century»^"

3o» Roñe Dumond, op* cit*, p« 81.

Table 23 is an attompt to ansvíor the second quostión, There is a steady
increase in the percentage of irrigated land kopt under natural pasture as wc
move from tho o¥fnor_, to the managcr ano. absenteo landlord* It is cloar that the
best utilization of rosources is not macla in tjoso farms directed by inanagers or
absentóe proprietors.

To sum up, it is our beliof that the out-of-date agrarian structure of
Chile has been the major causo of the lag betweon increases in population and
increases in agricultnral production, discusscd in chaptor II» In the indeod
strong expression of ECLú

/Thc agrarian structurej" is largoly responsible for low agricul-
tural labour productivity and the consequent miserable lovol and
inequitable distribution of jucomo, bad soil utilization, tho poor
rato of capital forniation, tho scarcity of up-to~date farmj.ng



techniquesj tho archa i c systcms of labour romunoration and tho low
educational lovcl of tho rural population.37

37o ECL/4 Economic Survoy for Latín Amorica^ 1959 (£/CN.12/51il) 1900^ p. 1XC
y*, is rof orring "to Latín'América as" a whole, but we think that fitr n''(mimeo)e ECL]

Chiloan reality.

II

Chucán landholders explaining the poor performance of agriculture usually
mako use of prices and crodits as tho main factor,» For instanccj in Juno 1961 in
a congrcss hold in Santiago by all tha Agricultural Associations it was said that
agriculture was in a difficult situation, dúo to 3 factors: tho laaintonance of
deteriorated prices¿ situation that was not correctod in tho nioment that tho stabi-
lization program startedj the existencü of a cradit policy incompatible vjlth the
ncod of agriculture and tho lack of definition and stability in an agricultura!
policy« -̂

38, The resolutions of this Assombly on ¿gricultural Policy and on Social
problem are reproduced in Panorama Econoiití.co No. 221 (Juno, 1961),, p. llf.1 ff.

Let us seo the validity of that assortion, But bcforo VÍG start analyzing
tho trends on pricos and its formation, it can be useful to remind that the
function of a price systcm in an underdoveloped country is very far from the toxt-
book model that VJ"G always have in mindo-^"

39* See the excollent discussion by Thomas Balogh, "Economic Policy and the
Price System" Economic Bullotin for Latin America, vol» VI5 No. 1 (March, 1961),
pp. líl-$3. — — ~ — _-—•

Rigidities and lack of mobility on factors of production5 tha "normal"
situation of monopoly or oligopoly in industry and banking (proventing a bettor
utilization of credit and capital) are just some factors' that explain why Yire are
far from thc modol. This is a subjoct in whicli wo cannot proceod, but something
will be said about prices on agriculture to explain why a play of the free forces
(as it is irnplied in all the statemonts of agricultures) is not the solution to
the problom of lo1// production,, if wc are going to maintain the status quo in tho
agrarian structure. ~—• -»

One of the reasons Yíhy tho prico systcm in the whole oconomy do os not work
is because the inelasticitĵ  of the productivo structure^ and in this spocific
aspect agriculture has a very imporbant role. This is so not because the land-
lord has a different motive other than the profit niaximization, but because he has
in addition to that other motives no loss important» According to Balogh:

Tho o?mers of the vast feudal landholdings » . * nava no interest in
improving the land, or even in niaxicizing output in the short run. They
are interested in the maximization of thcir incomc ovar time, with the
constraint of boing able to maintain the most offective supervisión of the
work of their labourers and of incurring as little effort and risks,- both
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económica! and political, as possiblo. Thus in a large part of Latín
America, as well as of tilo Afro-Eurasia aroa thoro is a heavy concentra-
tion on crops or animáis nocdin-:; relativoly little caro and onabling thc
holder to absont hiñasolf for tho máximum of timo» Moroover, modern
techniques could nccossitato oducationj and cducation may oncourage
chango, Tho aversión to chango thus contributes to tho continuancc of
out-modod production techniquos*

The inoquality in tho distribution of land, which pormits tho land-
lord to be sure of a largo inccme, also reduces thc marginal utility of
incromonts in torms of effort* Thus tho traditional asamptions about
tho working of tho systcm, assuinptions on which important policy rccommonda-
tions aro based, are undoubtedly vitiatod.̂ 0

-̂0* Ibidoj p, lj.6, Soc also Jorge Ahumada (note l|.8) esp. p. 25 for a similar
conclusión»

Moreover, wheri we nave minifundio, tho poor worker does not havo tho
means to react to a chango of prico, if he knows and nave somo interest about that
pricc bocause usually ho consumos all he produces* In addition to this, as Balogh
points out, if tho cultivation is performed through a medicro, all the incomo for
tho landlord is'rent^ he has no monotary cost sinco he only contributos the land
and this factor, at least in undordovoloped countrics^ domands very little caro.
If his inconie is large enough^ what incentive a rise in price will havo if in ordor
to respond to it he must chango the oíd and comfortable system of me dicria. (This
is so because the sharo croppor doos not havo tho means and knowlodgo to JunprovG
the crop*)

To these factors^ that we can cali structurals, making difficult tho
response of agricultura to a chango in prices, we must add the instability of
crops, which is primarily dependont on climateris conditions. For instance, bo~
twoon 19l¿0~195»l4. the percentagcs in production from orie year to the next go from
2^ per cent to minus 12 per cent.1-1-1 Qf courso in tho long run it is possiblo to

Ul* Jaime Barrios M, "Consideraciones acerca de la inflación chilena11
Economia (Chile) No, 58 (Blrst quartor 1958), p» 56»

have an intensification in the cultivation of soil, but this is brakod tiy the
uStructuraltr factors»

Neverthelcss, tho existonce of prico control in agricultural products is
not dúo to the formor explanation. Thoy are the outcome of a much simplor situa-
tion; inflation» Once that inflation starts? there is an irresistible temptation
on tho part of tho Governnonts to control prices, especially food, by their
econoniic iniplications in tho cost of living, This has been the general rule in
Chile.

U2. On this aspoct seo Denis Lambert Les_ Inflations Sud̂ /jncricainos3 Inflation
do Sous-developmont ©t inflation de crgissancb (Pariss Instituto dos Hautos Etudes
de l'/jTierique Latino, 1959), p» 13*0 ff. Also, Roberto do Olivo ira Campos !fLa
Inflación y oí Cracimentó Equilibrado" in Howard S. Bilis (ed) El Desarrollo
Económico y America Latina (México; Fondo de Cultura Económica,"Tp60), p. 10k ff«



16

But tho intervention of tho Govornmant bogan ±n 1930 Y/hen tho groat crisis
determined a declined in the douand of agricultura! products* F. ,i. Encino writDT
in 1911 with grcat precisión oxplained why Chilean agriculture had doclinod sl.icc
1870 and how it had b o como dopondont in tho ni trate maiket. Sin ce that dato
agriculture declinod to compete in tho world raarket, as before, adjusting itsel:1
with the internal rnarket, especially that of the North, created by tho oxpansio::
of tho nitrato»^ When the big depression cano the nitrato industry faced a ver;y

i¡3* Francisco Antonio Jincina Nuestra Inferioridad Económica (Santiago?
Editorial Universitaria, 19$$ editlon), p, 151 ff. """"""" w—*——

difficult situation. Chile was one of tho most affected countries (until today
tho torins of trade are under the pre-1929 levol) and unemployment grew all over tho
country. Agricultural products had no doinand» The Government (a conservativo
one) decided to fix mínimum prices boginning with the Y/heat market. Viíhen by 1938
the political situation changed (a leftist government Y/as in powor) and inflation
Yiras beginning to "incroaso prices in a biggcr amount than that usual", the Govern-
ment, using almost tho same apparatus inheritod from-tho conservativos, startcd
fixing máximum prices in agricultural products0 This situation has boon, generally
spoaking/ maintained until the prosont day. So that the competitivo laissez faire
model has boen abandonad more than 30 years ago,

At tho sanie timo, at the boginning of tho Ô's Government control of
foreign trade ?fas establishod. Among other institutions, it was created tho Junta
de Expotacion Agrícola (Agricultural Export Board) to oncourage the increase oñ~~~"
agricultural oxports and to indícate the amounts and tho products that could be
exported, taking caro that the domostic market would be well supplied. Tho
po?íers of this Board were 7/idonod in the following years,

i'uiothor institution "of the depression" was the Comisariato Genera}, de
Subsistencias y Precios (General Commissariat of Subs ist éneo s and Trices )HM- which

J4l« This Commissariat was created in the "one hundred days!l of the Socialist
Republic, but ?ías not dissolved by tho subsequent conservativo Government of
Alessandri.

Yra.s the price control office for consumar products of "prime necessity", This
organisation had tho ?d.dest imaginable powor s, but they wore seldom exercisod.
But here again^ by 1939 this institution was resuscitatod and an absoluto price
control began^including agricultural products*

h$* P» T. Ellsworth writing by 19ÍI.2 mentioned the following products subjoct
to price control: tea, lumbar, sugar, rice, farinacoous pastes, oats, coal,
kerosene, alcohol, candios, beans, whoat, sanitary fixtures, yerba mate, cement,
galvanized iron shoets, textiles, eloctrical goods, papor and rents of residoncos
and commorcial buildings. (Op. cit., p. 82, n. 11.)

In 19U5 tho Board of Agricultural Export was replacod by the Instituto do
Economía Agrícola (Instituto of Agricultural Económica) which among other th'ings""
fixed the price of whoat and determined the foreign trade in agriculture. It also
had tho purchasing power to maintain the establishcd price. This Instituto together
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with tho Commissariat bogan in 19ÍÍ.7 to import livostock frora Argentina directly0

Sin ce 1953 tho Instituto Nacional do C^morcio^-'-INAGO — (National Instituto
of Commorce) has replaced tEo f o rnior ""instituto and tho SiipOTinjbondencia de Abaí;+ 3-
cimientos y Procios ( Suporintondonts of Supply and Frico s") thcT'íomor Gommissar'Lv1 • • «

Let us give an oxamplo of this intorvention analyzing tho whoat markot»
Yíheat is harvestod botwoon Doocscíbor through Marca* Tho functions of transforming
this whoat to flour and its distribntion bolongs to tho State and prívate porsons»

Tho Governmont through tho Mlnister of Economice fixos tho cocunercial
price per unit of wheat» !fThis prico is uniquo in the sense that thore does not ,
exist any legal disposition that ponaits to pay moro or loss of that amount , * *w^

U6« Ministerio de Agricultura^ La Agricultura Chilena en el Quinquenio 195>1-op, cit., p . — —.-. • . . .._̂  . . „,,,,.. ...,.„.._

Buyors and sellcrs can chango this price only in considoration of thc quality of
whoat. This fixod prico operates in Doconíbor^ and it is increased by 2 per cent
overy nonth during til e first $ months. Usually tho act of selling takes placo
during tho harvastj but somo fanaors, ospocially tho snialler ones^ uso to solí
boforo the harvost. This producod soino problems about tho quality of vrtioat and
bocauso this and othor problcms tho Govornmont croatod INACO as a big purchasing
po?/or in tho markot.

If privato companios havo tho financia! moans to buy all tho supply at tho
pricos dotorminod by tho Governuiont^ the Govornnent is unlüccly that Td.ll use its
purchasing poTíor» If thoy cannot do it, INACO through crodits givon by tho Govorn-
mont and its bank will buy tho harvost) but ovon this Instituto is not infinitóla
olas tic in its domand, and sometimos agriculturist nust uso othor systoms to gol
monoy (usually T/arrants), Tho iThoat bought by INACO can be sent to the milis or
storod in his otm warohousos. INACO is also tho institution i;hich must do the
imports of whoat so that tho absoluto supply is contrallad by tho Government#

¥o will not discuss if thoso controle woro good or bad, but wo want to
noto that thoy wors initiatod whon tho domand f or agricultural products was low
(similar to tho situation in U,S9) snd aftorwards, to avoid a big increase in
prico, becauso tho incroaso of dcmancu This procesa Tías not initiated bocauso tho
Govornmont wantod itj it was becauso the farnors noodcd lo during the dcpression*^

Ii7. This can be confirinod just looking at tho nowspapors of that time, v. gr,
sec ü M££2H£Í2. (Fcbruary 6, 1933)̂  p« lü publishing the rosolution of an Agricul-
tural C'onvontion. Thoy askod for a "mindiaun prico11 in products of land that
covors cost and an oquitablo profit.

Novortholoss, today this fact sooms to be forgotten, giving tho inpression that tho
intorvontion started as an act of the tjsocialistic!t mind of tho Government»

Tho timo has cono to analyze tho assertion that in tho last years agricul-
tural prices, controllod by thc Government, has risen less than the incroaso in
prices in other products»

Jorge Ahumada maintains that price relations is unfavourable for agricul-
tura meaning by that "That in conparison with othor countrios it is roquired (in
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Chile) a much greater volume of agricultural products to got any one unit of a
non-agricultural product,"̂  This situation, that he pro ves with a table

i|8o Jorge Ahumada "Una tosis sobre oí ostancamionto de la economía chilen; '•
Economía, vol. XVIII, No e, 60 and 61 (Third and Fourth quarter 19$8), p. 22. Se,

En voz_ do la -SQTÍ&j op, £it», p» 111 ff«

tho situation botwoon Chile and U«S», has its origin in two causes: low producti-
vity in agricultura and prico policy followod by tho Governiiicnt* Attempting an
explanation to the latter cause Ahuinda ask híniself if it could be possiblo for
the Government to take other position0 His answor is not because, 1) was noccssary
to give preferenco to industry itfhich ?ra.s in tho substitution proccss in ordor to
ameliorato the effect of tho detcrioration of tho terms of trado and 2) becauso
the omigration to the cities lowored wagos incroasing the unequal distribution of
incone,j so that the lew group urban family expending 75 por cent of their income on
food and clothing is not going to accopt any riso in food prices, In other 7/ordSj
the big urban market of agricultural products was formed in its great majority by
people of vory low incono»

/ihumada concludcs that this situation must be solved, but a now prico
policy in agricultura will be unusof'al "if at the samo taris sevoral other things
aro not done^ among them, the transfonnation of the tonare of the

i|.9« Jorge Ahumada, En vez do . , «, p» 112.

4 more "normal11 Índex is to take a given y car as a base and to comparo how
the prices nave changed in tho difforent sectors* Table 2l¡. even ?rhen is rcferring
only to a 9 ycar period has the advantago that covers the most uinterventionistt!
poriod by the State» Agricultural pricos are the highest aiaong the national products.

Table 2l¿., Wholesale good pricos by sectors

Tears Agricultural Industrial I&ning Imported Total

h73 203 67lj.
182 U73 21U 758 k6k
1121 1067 367 17U8 1030
1539 1359 537 2089 1328

Sources A« Pinto, Chile , . , op* cit • } table XI, p« 159 #

Table 25 confinas this trend during a poriod of almost 30 years, With
the excoption of the 1931-35 period¿ agricultural pricos aro always higher than
the general Índex, according to the Ministor of Agriculture* In other vrords, it
is possible to talk, as Kaldor does, that during this period it has had an im~
provoEíont in the intornal tenas of trado in favor of agricultura* 50

50» Nicholas Kaldor, op, cit», p, 198.
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Table 25. Comparison botweon the indox of Wholesale agricultural

prieos and the general índex of Wholesale prices "'"""""""

loars Agricultural Frióos Goneral Prices Price Relat:
A B A/B

1928 56,1 ij.9»3 113.8
1930 U5*7 l¿«9 106.5
1932 5U»9 58,8 93. U
19314 7U.il- 88,1 8U.il
1936 98,9 97.3 101.6
1938 118*9 11005 107o2
19Í¿0 130,1 118.7 109.6
19U2 196,6 I88e,u loU.U
19UU 232,3 2llu6 108*6
19U6 302/6 263.6 11U.8
19U8 U90.9 390*$ 125*7
1950 638^)4 £22 .U 122,2
1952 l.H6*U 8Í47«3 131.8
195U 2,325.0 1.635J4 1U2.2

14.087*7 2,883.7 lUo.l

Source: Ministerio de Agricultura. La Agricultura £hilena * * « op9 cit»^ table
123, p» 183.- " """" -*—-..— -

Not only agricultural prices havo been iniprovingt, but also they have im~
proved ín rolation with tho price of inputs of agricultural products• Table 26
shoY/s an increase of U5 pc^ cent in tho prices of agriculturo as compared with those
of its inputsj neverthelessj it raust be rocognizod that froin this point of vieTfe
agricultural prices nave bcen low» but with a tcndency to rise.

Table 26. The Prices of Agricultural Inputs and Outputs
"~ *=i™TBas"e" 19'ST»»5S ."-J00y— —- ——

Price índex of Price índex of Index of
agrie, inputs agrie* products relativo prices

A B B/A x 100
2U.3 18.1 714.5

19U7 29*6 23,9 80.7
19U8 3U.U 27.U 79.6
19U9 37.14 31.3 83.7
1950 U0.8 37*2 91 e 2
1951 50.3 U7«7 9l4»8
1952 65,5 63,3 . 96.6
1953 89«8 76,2 8U.2
19 5U H3«9 117,6 103.2
1955 180.6 195.2 108.1

Source; Osvaldo Sunkcl? op» cit,> table 2y p. 557^ basod on La Agricultura
Chilena . . . op» cit» ' " "*"
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Finallŷ  as coulcl be imaginodj notwithstanding the bottermont of agri-
cultural prices, those products subjoct to price contral have had a
dotorioratlon with rospoct to non-controllod products*^

1̂, Ministerio de Agricultura, La Agricultura , , , opq cit., p, 190 andannex 63. « —*~ ...„


