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PREFACE 

. This volume on the Economic Demography of Eastern and 
Southern Europe constitutes the second of a series prepared for 
the League of Nations by the Office of Population Research of 
Princeton University. The first was published last year under the 
title "The Future Population of Europe and the Soviet Uriion." 

These studies have been prepared in execution of a programme 
of enquiry drawn up shortly before the outbreak of war by a com
mittee appointed by the Council of the League to study demo
graphic problems in their economic, financial and social setting. 
After the 6Jutbreak of war it proved impossible to convene the com
mittee, afld for a time there were grounds for fearing that the 
whole undertaking would have to be postponed indefinitely: For
tunately,,however, thanks to the courtesy and helpfulness of 
President Harold W. Dodds of Princeton University, these fears 
have proved groundless; for he was good enough to arrange for 
the University's Office of Population Research, under the direction 
of Professor Frank W. Notestein, to undertake an extensive pro
gramme of research and analysis for the League. 

Amongst the questions covered by the programme drawn up by 
the League's Demographic Committee were "the problems which 
present themselves in countries with rapidly increasing popula
tions." 0 

It was felt desirable when turning to these problems to select, in 
the first instance at any rate, a single more or less homogeneous 
area in which social customs and market conditions were not as 

. widely dissimilar as they are between one continent and another. 
For this reason the enquiry has been confined to eastern and south
eastern Europ;, which seemed to be the most appropriate area to 
select, as both the economic and the social statistics are relatively 
satisfactory and at the same time the countries composing it, while • 
all belonging to the same type of civilization, presented enough 
variety to afford a rich source of testimony. But rich as the evi
dence afforded by this area is, it would be a mistake to assume that 
it is necessarily pertinent to other parts of the. world. Some of the 
sp~cial problems which present themselves m other strtf more 
densely populated countries are discussed ilf a volume now in the 
press, entitledq "Industrialization and Trade,3 which, though 
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mainly an econol'!ic rather than a demographic study, deals with 
many of the issues raised by Professor W. E.l\Ioore in the coune 
of these ~oa. • · 

"'1le tbanb of the League are due to President Dodds for ar
ranging for the University Office of Population Research to under
tale this 11'0l'k, to Professor Frank Notestein, the Director of this 
Office, and to Professor W. E.l\Ioore and his colleagues. 

Lea..DUe of Nations 
Princeton, New Jersey 
July,l9-15. 

A. LoVEDAY 

Director of the 
Economic, Financial and 
Transit Department 

' 
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CHAPTER I 

DEMOGRAPHIC POSITION AND PROSPECTS 

!~' ONE were to draw a circle on a map of Europe, with a center 
m the North Sea off the English Coast and with a radius of some 
800 miles, the arc dividing the European continent would approxi
mate the boundary between the relatively prosperous industrial 
economies of the North and West and the refatively undeveloped 
and predominantly agrarian economies of the South and East. 
Within the area of the circle lie most of the major commercial and 
industrial,centers of Europe, and the regions with virtually sta
tionary ~opulations; beyond its borders lie countries of meager 
wealth and growing populations. 

Wheth9r the problems of the countries of Northern and West
ern Europe are as great as those of the nations of the South
western Peninsulas and the Eastern belt (exclusive of the Soviet 
Union1

), obviously depends on one's point of view. But from any 
point of view there is little gainsaying the fundamental differ
ences between the problems of one section and those of the other. 
Two of these differences are of critical importance to the present 
study. Demographically, the former countries have low birth 
rates and are entering a period of population stability or decline. 
The populations of the latter countries are still expanding rapidly, 
and bid fair to challenge the numerical superiority of the West. 
Economically, the 'Vestern European countries have become 
primarily concerned with problems of distribution for their tech
nologically developed production, whereas the Eastern and South
ern nations ha\'e attempted with unequal success to develop an 
adequate volume of products. Other regional differences, such as 
unequal political stability and ethnic homogeneity, are relevant 
for present purposes only as they bear on the economic and demo
graphic problems. 

These differences provide the basis for selection of a group of 
·countries ·for ·analysis in terms of their prewar difficul.tJ!Ds and 
postwar prospects. For ·reasons both of geography and of ceo-

• • 
· 1 The drmographle altuatlon of the Soviet Unl?n Is dealt .dt~ In a'?other ~tudy 
In -this series. (See .frank Lorimer, Til• Populalloa o/111• Bo111ol Uaooa: Hutory 
and Pro•p•ctl.) 
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nomic situation,. the countries with which this study is primarily 
concerned comprise two main groups: (1) Eastern and South
eastern Europe, exclustve of the USSR, and (2) the Southwest
em Peninsulas, including Italy, Portugal, and Spain. Naturally, 
the differences in economic and social situation within each of 
these groups are substantial, yet not so impressive as the exten
sive similarities. 

The first group of countries outside the hypothetical circle 
form a clear-cut belt from north to south, lying between the in
dustrial West and the rapidly industrializing USSR. Almost all 
of them are either "succession states" established by the peace 
treaties following the First World War, or states "hose terri
torial extension was profoundly modified by the postivar settle
ments. Roughly from north to south they include: Estonia, Lat- . 
via, Lithuania, Poland, Czechoslovakia, Hungary, (ioumania, 
Yugoslavia, Bulgaria, Albania, and Greece. Although the two 
northern Baltic states (Estonia and Latvia) fall within the Scan
dinavian sphere in some respects, their inclusion in this survey is · 
justified by their position as small succession states, faced in the 
interwar period with major problems of economic adjustment. 
Finland, the northernmost country of the north-south marginal 
belt, was not a succession state in the same sense. Considerations 
of the same order justify the inclusion of Czechoslovakia, which 

'would be split by the imaginary circle referred to above, as indeed 
it is in economic fact. AB will be noted later, its four major div~
sions from west to east illustrate perfectly the transition from 
western to eastern economies. 

The Southwestern Peninsulas form an area intimately involved 
in the early period of Western European comme.rcial expansion, 
but now lying at the "fringe" of Western European economy. In 
comparison with the countries to the north they have been slow to 
~dust~lize, predominantly conservative in tradition, and poor 
~1ther ~ ~s.our~s o~ in the use made of resources. That the imag
mary diVld~ng line 11 not wholly arbitrary is again attested by 
the s~arabon of northern continental Italy from the peninsula 
P.roper, for this division corresponds to actual economic distinc
tions. ~e per~~ regularity of the circle is, however' more arbi
trary m Its exclusiOn of the Catalonian industrial region of Spain. 
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Pre1ent and Future Population 

The population of the countries of Eastern and Southern Eu
rope within their interwar boundaries represents just less than· 
half ( 47 p~r cen:) of the total population of Europe exclusive 
of the Sov1et Umon. As shown by Table 1, in 1938 some 110 
million people were living in the eleven countries of Eastern Eu
rope, and over 76 million in the three countries of Southern 

'TABLE 1 

Estimated Populations of Eastern and Southern European 
1 Countries, 19381 

• 
,_country 

Estonia 
Latvia 
Lithuania 
Poland 
Czechoslovakia 
Hungary 
Roumania 
Bulgaria 
Yugoslavia 
Greece 
Albania 

Total EAder• E•rope 

Italy 
Portugal 
Spain. 

Total So•thera E•rope 

Estimated 
Population 

in Thousands 

1,184 
1,995 
2,575 

85,090 
10,500 

9,078 
19,852 

. 6,275 
15,490 

7,108 
1,057 

110,152 

48,480 
7,460 

25,600 

76,490 

1 From Btatiltical Y oar-Bool< of tAo LotJgtH of N ,.,;o..,, 1939-40, Table II, PP• 
17-18. 

Europe. The former figure is well over one-fourth of the total 
population of Europe outside the USSR, and the latter figure an 
additional one-fifth." These proportions of the total Eu:wpean 

• The population estimates as shown In Table 1 ma1 be ""mpared with the 
estimated total European population (exclusive of the USSR') of 400,100,000 In 
1988. The 110,1S2,00t'Y of Eastem Europe thuo represent. 27 .SS per cent of the 
totol, and the T6,UO,OOO of Southem Europe 19.1!1 per cent of the totaL 
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population have certainly been rising at least since 1920, thus 
reversing an earlier trend of more rapid population growth in 
Northern and WesterncEurope.• 

The economic problems already created by past growth and 
those that will be created by the prospective continuation of the 
growth in the future provide the basis for the present study. The 
general pattern of demographic change in Europe is clear. A 
period of very rapid growth that started approximately with the 
industrial revolution in Northwestern Europe, and is now near
ing an end in that region, has appeared more recently in the areas 
to the south and east. With minor exceptions, the onset of rapid 
growth has been most recent in those areas most remotf from the 
center of diffusion. The characteristic feature of the ~hange in 
rates of population gro'll-th, and the one that accounts for its 
occasional designation as the ''vital revolution," is a ra_ijid decline 
of death rates followed after some considerable interval by a de
cline of birth rates. The intervening period gives rise to unprece
dented growth in successive populations as they become affected 
by the commercial, agricultural, and industrial influence of the 
West. 

Net Reproduction Rate1. In so far as the vital revolution can 
be generalized, and it appears amenable to such generalization at 
least within Europe, the relative stage in the cycle of any given 
.area at any given time may be judged by the growth rates then 
current. One refined measure of growth that takes into account 
differences in age and sex distribution in the population is the net 
reproduction rate. ''This rate indicates how rapidly the popula
tion would ultimately grow if the risks of death and the fertility 
of each age group remained unchanged and th~re were no mi
gr~tion."• A rate of 1.00 would ultimately yield a stationary popu
lation. Rates above or below 1.00 would yield expanding or de
clining populations. The amount of the departure from 1.00 
indicates the percentage increase or decrease per generation under 
the assumptions noted. As shown in Figure 1, most of the coun
tries of Northwestern Europe during the late interwar period did 

I Seeol!.•an~ W. Notesteln, Irene B. :r•euber, Dudley Kirk, Ansley J. Coale, and 
LouiJe K. K•ser, Tlte F•ture Populatw" of Europe and tlto Soviet Union. p 
latloto Projectione 1940-1['10 (Geneva: League of Nations 1944) pp 44-7J ;r;::; 
flnt Yolume In the ¥:riea of whl~h the present 1tudy l1 a p~rt con;tltutes the' prin
cipal ~ouree for the demograph1e background 1ummarlzed In these page1• 

•Ibid~ p. 11. 1 
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no: have sufficien: b~rths to con~inue the replacement,of their popu
lations under existing mortality conditions. While most of the 
populations w.ere actua~ly .growing, aside from migration, their 
net reproduction rates mdicate that they were doing so only by 
reason of an unusually heavy concentration of numbers in the 
reproductive years, and that continued growth can not be as
sumed after the concentration is removed through aging and death. 

NET REPRODUCTION RATES,ABOUT 1930·1935 

0 u~DEit .10 

0 eo- 89 

D go: 99 

[Z)IOQ-119 

~~I 20- I ~9 
mml40·1~9 

-160 ... 

Figure I. !\'et Reproduction Rates by Country in Europe, about 1930-1935- (Re
produced by permission from Frank ,V. Notestein and Others, The Future Popu
lation of Europe and the Soviet Union [Geneva: League of Nations, 1944], 

Fig. 1, P· 18). 
,, 

On the other hand, with few exceptions the countries of Eastern 
and Southern Europe show evidence of continued potential growth 
implicit in the birth and death rates of the late interwar period. 

Prospects for Growth. Although net reproduction rates allow 
significant comparisons between the growth patterns of different 
areas at a given time, and have a precisely defined predictive 
value under the assumption of continuance of existing fe..gility 
and mortality characteristics, the~ neg~e~t .pre~isel~ the chang.ing 
pattern of birth and death rates Implicit m tne viial revolution. 
Under the dual a§sumption that the future course of vital rates 
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in Europe "will represent orderly developments of those in the 
interwar period," and that no migration will take place over the 
1937 national boundaries, a previous study" presents population 
projections for the countries of interwar Europe to the year 1970. 
The procedure involves projecting age-specific birth and death 
rates on the basis of past European experience, and applying 
these rates to the population of each country at the time of the 
base-year census and at successive five-year intervals after 1940. 
Thus the size and composition of the population at the census 
year provides the initial base to which the generalized rates are 
applied; the projected population at the end of each five-year 
interval then becomes in turn the base to which pr~ected vital 
rates for the succeeding period are applied. In thiS way it is 
possible, under the assumptions noted, to project not only the 
total size of the population in each area but also its t.ge and sex 
structure. 

The significance of these projections for the present study is 
the regional differences in future population growth. These dif
ferences in potential growth are great enough to compensate for 
the assumption that reproductive rates will decline most rapidly 
where they are highest. AB indicated in Figure 2, the countries of 
Northwestern and Central Europe show changes in the thirty
year period 1940-1970 ranging from substantial losses to small 

0 
gains (with the exception of the considerable projected gain in 
the Netherlands).' On the other hand, most of the countries here 
classified as Eastern and Southern show indications of large in
creases by 1970 relative to their 1940 populations. These pro
j~ populations will certainly not be the exact populations at 
any given future date; yet the gross relationships implicit in the 
projections will almost certainly hold. 

The regional differences are even more marked in the projected 
size of the potential male labor force. AB shown in Figure 3, all 

1 Ibl4. See especially pp. 20-43 and Appendix I for exposition of the method em
ployed. War loueo .and future International migration are left out of account In 
the population proJections. Their 1ignlflcance Ia dlaeuased with reference to the 
P~ltudy In Chapten Ill and IV. 
~No that four coantrla-Estonia, LatYia, Cuchoslonkla, and Hungary
~ N~ with Eutem ~~urope In the preoent 1tudy are grouped with the countriea 
o o watem a1nd '-CIItral Europe In Figure 2. Of u.e.e; only Hunga hal a :::.teded pot?ulat on lncreue after 1970. The reuon for their dlocusaio.7tn thll 
~~ ~~mUarlty of aome of their economic: problem1 U. thoae of neighboring 

COIIDu- .... wiDisreater potential population 1rowth. 
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(1940-1970) 

--·· 
NORTHWESTERN a CENTRAL 
f EUROPE 

PER CENT CHANGE 
(1940-1970) 

NORTHWESTERN Ill CENTRAL 
EUROPE 

• 
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SOUTHERN a EASTERN 
EUROPE 
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..... 
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Figure 2. Absolute and Per Cent Change from 1940 to 1~70 h>, Projected Total 
~opulation of Europe•n Countries (Reproduced by permission from Frank W. 

oteatein and Others,' Tho Futuro PopultJtio11 of E•ropo oad lito Boviol U11io11 
(Genevaa League of Nations, 1944), Fig. 19, p. 69). 
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NORTHW~TERN a CENTRAL 
EUROPE 

NORTHWESTERN a CENTRAL 
EUROPE 
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EUROPE 

SOUTHERN a EASTERN 
EUROPE 

Fig•re 8. Absolute and Per Cent Change In Male Population In the Productive 
Ages, 15-64, for Countrlea of Europe, as Projected 1940-1965 and 1965-1970 (Re
p..,...,ed by permluion from Frank W. Notestein and Others, Tho Futuro Popu.
latio• of Europo and tho Soviet Union (Genevao League of Nations, 19"']• 

Fig. 84, p. 122). 
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of the European countries will have growing labor foi-ces, neglect
ing war losses, in the first postwar period (to.1955), with relative 
growth greater in the East and South than in the West. In the 
second period (1955-1970) the projections indicate declining 
labor potentials in most of the Northwestern and Central Euro
pean countries, while in most' of the countries of Eastern and 
Southern Europe it will still be necessary to find increasing ave
nues of economic opportunity if the projected trends develop. 
Those trends seem to require economic expansion precisely in 
those areas where such expansion has been least evident in the 
recent past. 

Populatio~? Dependent on Agriculture. The foregoing observa
tion is given added point by the fact that the regions of poten
tially rapid growth in Europe exclusive of the Soviet Union are 
in general much more heavily agricultural in economic structure 
than are the regions approaching population stability and de
cline. The proportions of the total population dependent on agri
culture (see Table 2 and Figure 4) indicate that in all of the 
Eastern and Southern European countries, excepting only Czecho
slovakia, more than 40 per cent of the population is dependent on 
agriculture. On the other hand, of those European countries fall
ing outside the range of this study only the Soviet Union, Finland, 
and Ireland are so heavily agricultural. Eastern and Southern 
Europe as a whole may be characterized therefore as predomi
nantly agrarian, although the individual countries are unequally 
dependent on agricultural production. 

Population and Production 

At the end of the Second World War national and international 
government agencies are now faced with reconstruction tasks that 
will make all previous postwar rehabilitation problems seem simple 
by comparison. Moreover, no country could desire to return to the 
disastrous economic conditions of the second interwar decade. The 
peoples of well-to-do areas want not only further opportunities 
for economic development but also the world security necessari to 
protec~ their gains. Those who live in und~veloped areas want a.n 
even greater economic development sufficient ~ O~,!!rcome their 
poverty in comparison with other regions. This is markedly true 

'See prevloua note for dlft'erencea In regional classification In the present study. 
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TABLE 2 

Population Dependent on Agriculture, European 
around 19301 

(000'• omitted) 

Popula-

Po pula-
tion De-

Country• and Date pendent on 
tion Agricul-

tore 

Albania, I 980 1,008 800 
Yugoslavia, 1981 IS,984 10,629 ~ 
Bulgaria, I 926 5,479 4,088 
Roumania, 1980 18,057 IS,069 
Lithusnia 

1,657 (including Memel) c. 1980 2,867 
Poland, 1981 82,107 19,847 
Finland, I 980 8,562 2,015 
Estonia, I 984 1,126 626 
Latvia, I 980 1,900 1,086 
Ireland, I 926 2,972 1,561 
Hungary, 1980 8,688 4,472 
Spain, 1980 28,564 ll,864 
Portugal, I 980 6,860 2,954 
Greece, I 928 6,205 2,829 
Italy, 1981 41,177 17,958 
Czechoslovakia, I 980 14,780 4,812 
Sweden, I 980 6,142 1,906 
Denmark, 1980 8,551 1,061 
Northern Ireland, 1926 1,257 872 
F ranee, I 98 I 41,228 11,890 
Luzembourg, c. 1980 800 85 
Norway, 1980 2,814 762 
Austria, I 984 6,760 1;772 
Switzerland, I 980 4,066 901 
Germany, 1988 66,029 IS,297 Nether lands, I 980 7,986 1,486 Belgium, I 980 ' 8,092 1,190 Scotland,I9Sl 4,848 887 England and Wales, 1981 89,952 2,Il7 

Countries, 

Per 
Cent 

80 
76 
75 
72 

70 
60 
57 
56 
55 
58 
51 
50 
46 
46 
4t 
ss 
Sl 
so 
so 
29 
28 
27 
26 
22 
20 
18 
15 

8 
5 

• ;!:jle llgureo glYen represent In the main the ofllclal data for the several countrlea 
at the yeara Indicated. In aome Instances the official data gin only those gainfully 
occupied In agriculture. In these caseo the percentagea of those dependent on agrl
·eulture have been estimated from the general relation between the ratloa, based 
upon nldence from the countries where both are known. These percentage• were 
then applied to the total population to yield the population dependent on agricul
ture expreosed aa abaolute numbera (column 2). 

I Arranged In order of magnitude of last column. 
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in Europe, where economic development is likely fo be regarded 
as an end in itself, but may also be a neces~ary condition for the 
perpetuation of peace. 

D espite Europe's historical role as the center of modern indus-

PER CENT OF TOTA~ POPU~ATION 

D ~-9 

f2Z! oo • 24 

~2~-39 
• o · e• 

.. 
..: 

Figure 4-. Per Cent of P opulation Dependent on Agriculture in European Coun
t ries, around 1930 

trialism, the continent retains remarkably divergent economic 
systems. The industrial expansion and complex market organiza
tion characteristic of Northwestern Europe have made slight in
roads in the belt of agrarian states in E astern and Southern 
Europe. It is the inevitable postwar problem of effecting not only 
reconstruction but renewed and accelerated economic development 
in the agrarian regions of the European continent that prompts 
consideration of their economic and demographic position. 

The essential question posed by this study is the ability of the 
countries of Eastern and Southern Europe to support grq_wing 
populations at a "Western" level of living. This necessarily as
sumes reasonably common standards or aspi;atio~s throughout 
Europe. Thus the' critic may inquire by what right the absence of 
manufactured products is a problem of the R oumanian peasant if 
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that peasant' has no knowledge of or interest in any increase in 
material standards other than the size of his farm or the yield of 
his crops. Historically, and even contemporaneously, the question 
has considerable merit. Unquestionably the hopes of Eastern Eu
rope differ not only in degree but also to a certain extent in kind 
from those prevailing in the urban and industrial West. Yet the 
eastward spread of Western ideals has been steady, and was given 
added impetus by the upheavals of the First World 'Var and has 
doubtless been further accelerated by the Second 'Vorld 'Var. 

It is therefore no longer an academic exercise in "welfare eco
nomics" to point to the relative poverty prevailing i~_Eastern and 
Southern Europe. The problem is a concrete one be~'ause it is re
garded as such by a growing proportion of the populations of 
those regions. It seems safe to assert that whatever political lead
ership emerges in these areas after the Second World 'Var, that 
leadership must perforce face and attempt to solve the problems 
of growing populations with rising aspirations and with existing 
means of support that appear somewhat less than adequate to 
meet present and future demands. 

The present chapter has summarized briefly the demographic 
background of this problem. Chapter II presents materials show
ing the low per capita productivity of agriculture precisely in 
the regions where the burden of dependency on agriculture is 
greatest. The relation of agricultural population to agrarian 
economy is examined in greater detail in Chapter III, especially 
with reference to "surplus" rural population, the institutional 
and technological features of agricultural production, and some 
of the broader implications of inefficient agricultural organization. 
The chapter thus attempts to indicate why the productivity of 
agriculture is low in the countries of Eastern and Southern Eu
rope. Chapter IV examines the chief possibilities for changes in 
the demographic and economic situation as outlined in the first 
three chapters. Since none of the economies considered is purely 
agricultural, attention is given in that chapter to commercial and 
indlolBtrial developments and prospects. Finally, Chapter V turns 
~ a brief ex~mindion. of the poiitical and institutional precondi
tions for varous poss1ble changes in the economic order and in 
tum, the significance of these possible chan5es for the de:no
graphic situation. 



CHAPTER II 
• 

VOLUME OF AGRICULTURAL PRODUCTION 

THE magnitude of agricultural production always has a bearing 
on the demographic position of a country or region. The rela
tionship arises in part from the fact that a substantial proportion 
of the population is directly or indirectly dependent on such pro
duction for a livelihood, and in part from the fact that agricul
tural production implies ways of life that themselves influence the 
forces of ~~pulation change. Within Europe the relati?nship is 
strongest nl the South and East, where, as was shown m Chap
ter I, a large proportion of the population is dependent on agri
culture. Analysis of the economic demography of these regions 
requires, as a first step, an appraisal of the relative volume of 
agricultural production by means that permit international com
parison in common units. The appraisal is presented in this Chap
ter, supplemented by Appendix I. 

Inde:r of Agricultural Production 

The basic data available for the computation of agricultural 
output are quantities of products and national prices. In order to 
eliminate random variations due to conditions in a particular 
year, both production and price data are computed as annual 
averages fo~ the five-year period 1931-1935, the last such period 
for which anything like complete information is available. 

Construction of the lnde:r. To determine that part of the an
nual agricultural production available for food and industrial 
consumption, various "disappearances" (including seed and live
stock feed) are computed and subtracted from the gross volume.• 
This yields the net quantity of agricultural products and thus 
excludes that part of the total which is used for further produc
tion in agriculture. It includes both crops and livestock products 
but avoids the "double counting" of grains and other products 
used as feed. 
· The net quantity of agricultural products remaining afte; sub
traction of re-used products represents output" in u!lits of weight. 

1 The methods and \lata used In romputing the Yolume of agricultural produe
tlon are more fully discussed In Appendix I, where also are noted the limitation• 
Inherent In both. 
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To obtain a sum representing "agricultural production" from 
this array of quantitjes (by weight)- of separate commodities,_ 
some common denominator is needed by which quintals of wheat, 
maize, milk, honey, and so on can be converted into comparable 
units. Unfortunately, from the point of view of statistical manip
ulation, it is not economically meaningful to add quintals of po
tatoes to quintals of wine on a one to one basis. In principle, this 
summing of quantities of commodities was done by attaching a 
value per quintal to each commodity. In effect, therefore, the total 
of "agricultural production" is the sum of so many quintals of 
wine at so much per quintal, and so many quintals of beef at so 
much per quintal, and so on, through the entire list\.of agricul
tural products. It is to be noted that a single value per quintal of 
each commodity was used throughout the study for all regions. 
Agricultural production is, therefore, defined for present pur
poses as the sum of weighted physical amounts of commodities 
produced, the weights being uniform throughout and obtained in 
the manner described below. 

Given complete information as to prices and a situation of free 
and orderly currency exchanges, the summing of commodities 
would offer no substantial problem. Local prices could have been 
used and the resulting values converted to gold equivalents. In 
fact neither complete information nor free exchanges existed in 
the period under consideration. It was impossible, therefore, to 
arrive at the direct monetary value of production on terms that 
permit meaningful international comparison. Instead the quan
tities of commodities produced were weighted by a uniform set 
of value ratios. To obtain these value ratios the following steps 
were taken: ' 

1. A crop basket comprising a quintal of the most important 
European crops (five cereals and potatoes) was priced in the cur
rency of each country. 

~· ~ quintal of each do~estically produced commodity was 
priced m each country for which price quotations could be secured. 

3.. The value of a quintal of each commodity in each country 
was then expressed in terms of the value of the crop basket in the 
~arne country,.Th~s a quintal.of peas was worth 2.31 crop baskets 
m Germany, 1.88 m Roumama, and so on for .. n countries. 

41. From the array of values in terms of crop baskets of each 
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commodity such as peas a typical or modal valu~ was selected. 
This value was called the typical value iq Crop Units. Thus a 
quintal of peas in every country was assigned the value of 2.00 
Crop Units wherever peas entered into the computation. 

The index value of each commodity was then applied as a weight 
to the physical volume of production of that commodity in a given 
area to give the total value of the amount produced. The sum of 
the index values of all the products of a specified region was 
taken as the measure of that region's total production. 

In brief, therefore, the index of agricultural production is one 
of physical output in which the total quantity of each commodity 
is given a Jandard weight that reflects the typical or modal ex
change ratio between that commodity and the crop basket. 

Limitation~ of the ltfethod. In order to avoid misinterpretation 
of the data summarized in this chapter and presented more fully 
in Appendix I, certain observations are pertinent: 

1. The volume of agricultural production cannot be construed 
as equivalent to the income of the agricultural population for 
several reasons: 

(a) Although price relationships among agricultural prod
ucts are used in constructing a schedule of weights, the very uni
formity of the weights yields results that are somewhat arbitrary 
relative to the price structure in any given area. 

(b) Even were the index values of agricultural production 
exactly representative of exchange ratios among agricultural 
products in every country or province, the "real income" of the 
agriculturalist would still depend on exchange ratios between agri
cultural produc~ sold and goods and services bought. 

(c) The net quantity of agricultural production as defined 
above with reference to crop and livestock production does not 
constitute "net production" in an economic sense, since most costs 
of production are not deducted from the basic index values as com
puted for small areas. The procedure here adopted excludes 
shrinkage losses and seed uses of crops, and avoids "double count
ing" by excluding feed domestically produced. Imported feed is 
only deducted to the extent that it is matched by domestic produc
tion, since all ded11ctions have been applied to the "'domestic crop 
up to the limit of domestic production. Additional feed imports, 
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which are subs'cantial in such countries as Denmark, are not de
ducted although the value of livestock products is included. These 
imports, together with• other production costs such as commercial 
fertilizer, farm machinery, and so on, represent charges against 
the product that should be deducted to give an accurate picture 
of net production in the economic sense. It is impossible to deter
mine these costs by small districts, where differences owing to type 
of agriculture and the like may be rather large. However, it is 
possible to estimate national differences in costs of production, as 
explained below, and these differences are introduced as an ad
justment of the basic index values. Failing to take costs into ac
count in the CU-value of production serves to increas~ the differ
ences in productivity, since the costs are greater in countries with 
a highly rationalized agricultural system. 

(d) Agricultural production does not necessarily represent 
the entire income of the agricultural population. Although an 
attempt has been made to exclude from the population data those 
people whose principal occupation is fishing or forestry, and espe
cially those who are principally engaged in industry or trade but 
secondarily in part-time agriculture, the separation is necessarily 
incomplete. It has proved impossible to make any adjustment for 
income from homework or from a secondary occupation in indus
try. However, it has been possible to include the income from fish
ing and forestry on a national basis, as noted below. Neither type 
of production can be reliably allocated by districts within coun
tries. In the case of fishing, a proportional distribution of the 
total product by districts, relative to the value of other products 
or the size of the agricultural population, would,obviously under
value the importance of fishing in coastal districts, and con
versely. In the case of forestry, an allocation by area of forests, 
for example, would neglect significant differences in quality, avail
ability of transportation and markets, and so on. The value of 
these products is therefore excluded from the data by districts, 
hut subsequently added to the national figures as a further ad
justment. The same population figures are used in both cases. 

2. For most of.':he countries of Europe the data available un
fortuna~ly do not allo': reliable adjustments for quality differ
ences. Smce standard mdex values per quintal of the various 
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products have been selected, it is obvious that a standard quality 
is implied. In the absence of standardized quality distinctions, and 
in the virtual absence of any data on the relative amounts of 
various qualities of a given crop produced, only partial adjust
ments have been possible. This difficulty is most marked in the 
case of livestock products. It should be observed that the countries 
with poorly developed agriculture not only produce smaller quan
tities relatively to labor or area used, but also produce agricul
tural goods of lower quality. Were quality differences fully repre
sented, therefore, the distinction between well-to-do and poor 
regions would be further accentuated. 

3. A ffjN minor crops are not fully represented in production 
statistics, and the bases for arriving at reasonable estimates do not 
exist. This is notably true of garden produce for home consump
tion. Although we have attempted to include such crops, and those 
actually grown for the market are probably not unduly under
represented, it is certain that some kitchen garden produce has 
not been included. In general, were it possible to include these 
crops the effect would be to increase rather than decrease the dif
ferences between rich and poor agricultural areas. Flower and 
bulb production has not been included except in the case of the 
Netherlands-the only country where the importance of this 
type of production is considerable. 

In summary, of the limitations noted, some clearly tend to an ·• 
understatement of actual differences in agricultural output; this 
is the case with reference to the partial neglect of small garden 
produce and the partial neglect of quality di.d'erences. Other limi
tations tend equally clearly to overstate the differences; this is 
especially notewbrthy in the neglect of various costs of production 
in the data for small districts. Still other limitations would have 
mixed and somewhat uncertain effects on the results were it pos
sible to make the necessary adjustments; this is especially the 
case with various additional sources of income of the agricultural 
population, for which only partial adjustment can be made on a 
national basis. 

The total agricultural output by districts or countries obviously 
does not admit of ready and meaningful c~mparison unless re
lated to populat1on engaged in agriculture, agricultural area, or 
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some similar base. Since the immediate and primary concern of 
the present discussion is with th~ well-being of t.he ~gricultural 
population, two bases 'of companson are o~ especial mterest: th.e 
volume of agricultural production per capita dependent on agr~
culture as an approximate indication of the income of the agri
cultural population, and the volume of production per .~ale 
engaged in agriculture as an expression of Ia~~ productivity. 
However, a comparison is also made of productivity .F;r ~rea of 
agricultural land as an indication of levels of land utilization. 

Production per Per1on Dependent on Agriculture 

Although the value of agricultural production pel!, person de
pendent on agriculture is not a complete indication of real income 
(for reasons previously noted) it is in general a rough representa
tion of that income. By dividing the index of production (ex
pressed in CU) by the population dependent on agriculture, 
comparable per capita values are derived.' In this as in all the 
other comparisons on a per capita basis the observed data are 
expressed as percentages of the European average (excluding 
Turkey and the USSR),' or, in other words, as index numbers, 
European average = 100. 

The results of this calculation are presented on a national basis 
in the first two columns of Table 3, and mapped in Figure 5. Ref-

• The population data are derived from census retums, aupplemented where 
neceuary by estimates made by the Office of Population Research. Some countries 
give population dependent on agriculture, others those gainfully occupied. Since 
for present purposes a complete series of both types was desired, missing flgurea 
have been estimated on the basis of relationships between the two where both are 
available. 

• The eoclusion of Turkey and the USSR from the European average Is based 
on several considerations. Both nations are only partly European powers by con
ventional geographical definition, and a satisfactory separation of data u apply
Ing to European and Asiatic areas Is Impossible. The agricultural production and 
other data are very scanty for both countries. In the ease of Russia adequate data 
are only avaUable for 1924-1926, the period before extensive eolleetlvizatlon. This 
material Is to he Interpreted as being only very roughly representative of the rela
tive position of the Soviet Union at the period covered for the rest of Europe, but 
u showing the problems and to a certam extent the areas which were of concem 
In subsequent Russian policy. Finally, the Inclusion of the great bulk of Russian 
produetlon on a low per capita .level would have unduly depressed the European 
average and thus unduly accentuated the favorable position of Northwestern 
Europe. We have therefore Included the data for the USSR (and for Turkey 
where ..,allable) and computed their relative rank In ratio to the average of the 
rest of Europe. Since the-Turkish data are missing from many of the tables, Turkey 
Is excluded from I.U of the maps, although the USSR Ia Included on some of the 
Ulustratlona on the general grounds that Ita relative position 'underwent no ••tromo 
change b:r 1981-193.'1. 
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TABLE 3 

Indexes of Agricultural Production per•Person Dependent on 
Agriculture, per Male Engaged in Agriculture, and per Hectare 

of Agricultural Land, by Countries, 1931-1935 Average• 

Per Peno~~ Dependent Per Male Enpged Per H<ctan of A¢· 

Countries em Asrlcultwe In Aglculture cultural Land• 

cu Europe -too cu Europe- 100 cu Europe -soo 

NOf'IMnai!urote 
Denmark 152 354 411 .123 57 2J6 
Finland 28 ·65 89 70 22 9Z 
Norway 50 116 141 111 42 173 
Sweden 

lltJMno Eurote ~ 
6Z 146 171 134 Zll Ill 

Estonia 43 99 131 103 17 69 
Latvia 41 Ill 131 103 19 Ill 
Lithuania 31 73 45 74 17 69 
Poland 21 49 7Z 56 II 75 

C...,.al Ewote 
Austria 58 134 163 128 37 153 
Belslum 95 Z20 ZJO Ill 63 283 
Czechoolcm.kl& 45 105 146 115 31 129 
France 75 174 Z04 160 Z6 109 
Germany 84 195 Z44 191 44 Ill 
LuKmbourc 54 1211 131 103 35 147 
Netherlands 114 Z59 302 Z37 91 377 
Switzerland 84 194 Z13 167 19 371 

BalkoM 
Alban I& 10 22 32 zs 17. 70 
Bulp.ria 20 47 70 55 19 Ill 
Greece Zl 50 61 48 II 77 
Hungary 33 71 96 75 21 87 
Roumanta Zl 41 67 53 17 69 
Turkey IS 35 50 39 . 
YuiQSiavl& 17 38 55 43 17 69 

Sotolk""' E"'ote 
Italy 31 73 87 68 17 69 
Portupl Z3 53 67 53 II 47 
Spain 38 Ill 120 94 13 53 

Brilisll lm1 • lr<land 40 93 114 19 41 171 
United Jtlnadom 

England & Wales 137 319 306 240 46 193 
Scotland 135 314 .123 Z5S 33 137 
N.lrcl&nd 48 112 134 105 Zl Ill 

USSR 17 39 53 41 . . 
Europe escl. USSR • 

and Turkey 43 100 127 100 24 100 

I The CU and Irides Dumber nlues haft been rounded for prnentatlon., althoucb computat&aaa 
weN made on the baaia of one decimal place for the national data, and the followtna Europeaa 
CU averaiCO: per peroon dependent on a¢culture, 42.9318; per male -d In qrlcultwe, 
127.4237: per hectare of a¢cultural land, 24.12. _, 

• Areaa under nrtoua forma of land utUIAtlon con.ftl'ted to "arable~tjn.lmtt." u u:pl&IDecl 
In the followlnl chapter.., 
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Figure 5. Agricultural Production per Person Dependent on Agriculture 

erence to the table indicates the following grouping of countries 
in terms of ranges of index numbers: 

Over 275: Denmark, England and Wales, and Scotland. 
175-274.9: Netherlands, Belgium, Germany, and Switzer

land. 
125-174.9: France, Sweden, Austria, and Luxembourg. 
100-124.9 : Norway, Northern Ireland, Latvia, and Czecho-

slovakia. 
75- 99.9: E stonia, Ireland, Spain, and Hungary. 
50- 74.9 : Italy, Lithuania, Finland, and Portugal. 
25- 49.9: Greece, Poland, Roumania, Bulgaria, USSR, 

and Yugoslavia. 
0- 24.9: Albania. 

The foregoing list and its illustration in Figure 5 point clearly 
to a general pattern of widening rings (or concentric arcs) cen-

• The discussion of the countries in terms of rather broad groups serves to min
Imize minor numerica l dL'J'erences tha t fall well within reasonable l imits of erro r. 
For the same reasQ"l the results presented in the tables have been rounded to whole 
numbers. The class intervals chosen f or the graphica l p resenta tion in the maps 
have been selected with a view to creating as few essentially artificial distinctions as possible. 
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tering around the North Sea, with decreasing•productivity in 
successive rings away from that center.~ This pattern emerges 
even more clearly if comparison is made with the detailed map by 
districts (Figure 6) .• Thus, it may be noted that parts of Belgium 
and Netherlands and a few small districts in France and Germany 
~re in the highest group; the second ring includes the southern tip 
of Sweden, most of north-central and western Germany, north
eastern France, and parts of the low countries ; most of central 
France, south-central Germany, northern Austria, Bohemian 
Czechoslovakia, and the southeastern coast of Sweden are in the 
third rin~ A similar and fairly orderly progression is evident to 
the South and East. The pattern transcends national boundaries, 
and shows, rather, a gradation of agricultural regions. 

Although exact numerical validity cannot be claimed for the 

• This general structure was pointed out with reference to agriculture In a re
cent publication of the League of Nations. See A gricultwral Productioft in Co• 
tita.,.tal Europe during the1914-1918 War and the Roco,..tn&ctiota Period (Geneva: 
194.8). See also P. Lamartine Yates and D. Warriner, Food and Farming ;,. Poll
War Europe (London: Oxford University Press, 194.8), especially maps on p. 89; 
EcoRDmic Do~>elopmetat it1 8. E. Europe (London: PEP [Political and Economic 
Planning), 19411), Chap. II and Appendix tables on pp. 187-141. The ring structure 
Is confirmed by many other bases of International comparison, as will be evident 
In a forthcoming volume by Dudley Kirk on the population of Interwar Europe. 

Certain reservations for the national data should be Indicated, especially In the 
case of Spain. Present data Indicate a much higher per capita production In Spain 
than In Portugal, and even higher than In Italy. Various other data available for, 
these three countries would Indicate a rank for Spain below Italy, and not much 
higher than Portugal. This seeming overvaluation of Spanish production appears 
consistently In the national comparisons. It may be partly due to an underestima
tion of feed disappearances of crops, and partly to exaggerated production sta
tistics. Other possibly questionable results, such as the low position of Finland In 
comparison with the Baltic States, are minor, and may be more accurate (in Yiew 
of climatic and other relevant conditions) than would appear at first glance. 
Reference should be made to Appendix I for a discussion of possible errors In the 
national data deriving from the Index procedure here nsed. 

The consistently high positions of England and Wales, as well as of Belgium and 
Netherlands, are no doubt In some measure due to the selection of land deriving 
from the small proportions of agriculturalists In the population. A sample com
parison of results for England and Wales and the Netherlands (see Appendix I, 
Table 18), using national price ratios, does not Indicate any over-valuation of the 
CU-lndex. 

• The data by districts, Including population figures, the value of production In 
CU, and Index numbers for production relative to agricultural population and 
males gainfully occupied, are given in Appendix I, Table 18. 

The grouping of countries into general regions, followed uniformly In the gen
eral comparative tables, requires no comment except for the group called "Central 
Europe." The Low Countries and France are Included In this group, although these 
countries are not generally considered as Central Euro~an, and can only be con
sidered so geographically If their position relative to the Britis'l Isles Is taken Into 
account. They are h~e Included on the basis of their similarity in general economic 
structure. The grouping itself is therefore somewhat less arbitrary than the desig
nation "Central." 

" 
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national comparisons-and the same reservation ltpplies a fortiori 
to the data by districts'-the general patt,em is certainly correct. 

Production Per Male Engaged in .Agriculture 

The output per capita of those persons directly engaged (that 
is, gainfully occupied) in agriculture is the simplest measure of 
labor productivity. This productivity of course largely depends 
upon such conditions as climate, nature and fertility of the land, 
use of fertilizers and mechanical equipment, and the efficiency of 
production methods used. 

The preferable method of comparing labor productivity is on 
the basis oJ the total number of persons actively engaged in agri
cultural work, but the problem of comparability of data with re
spect to the labor of women makes such a comparison impossible. 
The apparent proportion of women recorded in the agricultural 
labor force varies greatly from country to country for two reasons: 

(1) Customs and traditions in some countries place barriers 

r It should be noted that the attempt to get comparable data for small districts 
within countries is a much more hazardous undertaking than In the case of national 
comparisons, where at least part of the errors In reporting, necessary estimating, 
and so on, may be expected to cancel one another. In the data by small areas two 
possible sources of error are common throughout the calculations: (a) National 
Index values for various livestock products have been distributed within the coun
try on the basis of livestock populations of the appropriate categories; (b) feed, 
seed, and other subtractions have been applied uniformly throughout each country, 
although In fact there must be considerable variations In these "disappearances."• 
In addition, In certain cases it has been necessary to allocate national production 
of some crops on the basis of area planted owing to lack of data on production by 
districts, although differences In yields certainly exist. Considerable errors may 
arise from lack of data on particular products, insignificant In national totals but 
so concentrated In one or a few districts as to be of considerable Importance there. 
In diversified economies the significance of differences within districts may be as 
great as between districts. Other errors may arise from part-time farming or the 
seasonal employment of foreign workers. Thus the production per capita In north
eastern Germany woUld certainly be lower were it possible to take Into account the 
Lithuanian and Polish agricultural workers employed on German estates. Even 
less than with the national data is It possible therefore to claim precise validity 
for the rank order of small districts, to say nothing of the exact Index values com
puted. In general, any single district illustrated In Figure 6 might well be In the 
next higher or lower category, and In some cases the error may be even greater 
owing to special circumstances. · 

The calculations of production per capita by groups of C<mnties In England and 
Wales Indicate a higher position for Wales and southwest England than for the 
east and southeast. Careful checking of published statistics and experiments with 
national price ratios revealed no explanation for this somewhat surprising result. 
In view of expert opinion however, the validity of the result Is subject to such 
doubt as to prompt consideration of En!l!and and Wales as a unit without re-
gional distinction. It Is so represented In F1gure 6. ~ 

The fact that the relative position of a number of d•strict&"can be called Into 
question however s_,ms Insufficient basis for dispensing with an otherwise valid 
and useful compa;ison. Moreover, it is always well to bear In mind the phenomena 
that are under comparison. Thus, the fact that a particular district Is well known 
to have rich ulla does not necessarily mean that Ita production por eapiltJ must 
be high. 
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on the particip'ation of women in agricultural work proper (as 
distinguished from hoqsework and routine farm tasks), whereas 
in other countries no such restrictions exist. While housework and 
routine tasks contribute indirectly to agricultural income, there 
are marked national differences in the direct contribution by 
women to the physical output of agricultural goods.· 

(2) On the other hand, women on farms are not classified ac
cording to uniform principles in the occupational returns of the 
national censuses. Even when chiefly engaged in housework they 
are recorded in some countries as persons active or gainfully oc
cupied in agriculture; in other countries they are not so recorded, 
and indeed women actually engaged in field work may be listed as 
"dependents." The occupational statistics therefore are not al
ways comparable, even between countries with similar customs and 
traditions in respect to the direct participation of women in agri
cultural production, and do not accurately reflect national differ
ences due to differing institutions. 

In view of these facts less error is likely to result from omitting 
than from including female workers in international comparison 
of output per person gainfully occupied in agricultural produc
tion. Accordingly the male labor force alone has been taken into 
account in computing the per capita and index number values 

, shown by countries in columns 3 and 4 of Table 3 (and by districts 
in Appendix I, Table 18). The national index numbers are illus
trated on a European map in Figure 7. 

As peasant families are larger on an average in the eastern and 
southern parts than in the western and northern parts of Europe, 
the range of variation between the different countries displayed 
by the figures for output per person dependent ~n agriculture is 
somewhat narrowed in the case of output per male gainfully oc
cupied. Thus a small part of the advantage of the more favored 
countries on the former basis is due to a "favorable" ratio between 
~ct~v~ and depen~en.t p~pulation. However, the position of the 
mdividual countries m the range of countries covered remains al
most unchanged, as will be seen from a comparison of Figures 5 
and 7. 

~he relativ.-: pos'ltion of European countries with respect to 
agricult~ral production per male gainfully occupied may be com
pared With the results obtained by quite different procedures by 

< 
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Colin Cla rk. Cla rk's data are based partly on budget statistics, to 
which the production of linstock products and certain other food 
crops is added; pa rt of the foreign trade balance is taken into ac
count; and fertilizer, fodder, and some other costs are subtracted.8 
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Figure 1. Ag ri cultural Production per Male Engaged in Agriculture 

Despite fundamental differences in method, Clark's results for the 
twelve European countries for which he presents data correspond 
rather closely with the relative positions of the countries shown in 
the present stu?Y· This may be seen in Table 4, where for con
venience the indexes of production per male engaged in agricul
ture as developed in the present study and those of Colin Clark 

s See Colin Clark, The Condition-3 of Economic Progreu (London: Macmillan 
and Co., 1940), pp. 240-250. Cla rk computes the consumption of wheat, rye, barley, 
and potatoes from budget s ta tistics, and uses production statistics for livestock 
products, sugar beets, g rapes, oli ves, citrus fruits, tobacco, soya beans, peanuts, 
linseed, fl ax, and hemp. Trade sta tistics are computed for wheat and whea t flour, 
rye, ba rley, oats, maize, and potatoes. Quantities a re weighted by 1925-1934 av
erage farm prices in the United Sta tes. This introduces some errors as applied to 
European d nta; for example, Clark 's price for a quintal of potatoes is slightly 
higher than h is price for wheat, whereas in Europe pota toes on the average are 
worth only about one-fourth the p rice of whea t per '~uinta !.~ Indeed, the price 
ratios used by Clar~,differ ra ther widely from the T ypical European Value-Ratios 
used in the present study. The comparative price ratios are given in Appendix I, 
Table 16. 
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TABLE 4 

Comparison of Indexes• of Agricultural Production and Agricul
tural Real Income per l\Iale Engaged in Agriculture 

in Certain European Countries 
(Germany= 100) 

Agricultural Pro- Agricultural Real 

Countries duction, 1931-1935 Income, 1925-19Si 
Average1 Average• 

Denmark 168 lSI 

Sweden 70 72 
~ 

Estonia 54 66 

Poland 29 40 

Belgium 94 80 
Czechoslovakia 60 59 
France 84 85 
Germany 100 100 
Nether lands 124 118 
Switzerland 87 88 

England and Wales 125 97 

USSR 22 18 

' 1 Indez figures, as given In Table 8, converted to German base. 
• Colin Clark, Tho Conditioru of Economic Progro11 (London: Macmillan and 

Co., 1940), table following p. 244. Dollar valuea converted to Index numbera rela
tive to German base. 

are related to the German index. Clark's lower ratio of Belgium, 
Netherlands, and Denmark to the German base ,is probably ac
counted for by his deduction for production costs. The same may 
possibly be true in the case of England and Wales, although the 
consistently high position of England and Wales in the results 
presented in this study (even when costs are taken into account, 
as noted below) suggests the possibility that Clark has substan
tially undervalued the production in this case. 

Production per .A. rea· 

Although ths pridiary concern in this study is with agricultural 
production as an indication of the well-being of<-the agricultural 
population, the data allow some further comparisons of produc-
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tivity per area that serve to provide part of the e:lYplanation of the 
observed differences in output per capita. The effectiveness of 
land utilization necessarily reflects not only differences in levels of 
productive technique, but also differences in the climate, t opog
raphy, and natural fertility of the soil. The most readily com
parable data are yields of cultivated crops per standard area 
(conveniently, the hectare in Europe) planted to these crops. A 
combined index of yields per hectare of the seven most important 
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Pigure B. Index of Yields of Important Crops 

crops in Europe (wheat, rye, barley, oats, maize, potatoes, and 
sugar beets), representing the 1931-1935 average, has been con
structed. The yield per hectare for each crop is expressed as a per
centage of the average European yield, and both an unweighted 
and a weighted average-the latter in terms of areas sown-have 
been computed. The two averages do not differ greatly, as shown 
in Appendix I, Table 19. The unweighted average is mapped in 
Figure 8. 

The highest yields are obtained in Northl'·estern Europe (the 
British I sles, B~lgium, Netherlands, Germany, :Oenmark, Nor
way, Sweden) and in Switzerland. The natural fertility of the 
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soil is not in all of these countries superior to that in the remainder 
of Europe. Rather the higher yields are the result of higher cap
italization in equipment: fertilizers, etc., more effective production 

· methods, and in general more intensive cultivation. 
Theoretically it might be possible to extend a comparison of 

yields to all cultivated crops in ratio to the total arable land. 
Aside from problems of adequacy of data for special crops and 
problems of treatment of fallows,' any such comparison obviously 
represents very inadequately the utilization of land for total agri
cultural production, since livestock products on the one hand and 
meadow and pasture lands on the other are neglected. 

A somewhat different approach is to relate total agricultural 
production (including livestock products) to total agricultural 
land, the latter expressed in "arable equivalents." This procedure 
obviates some of the difficulties of non-comparability among var
ious uses of land (for example, market gardens and rough pas
tures). Clearly, even arable land is of very unequal quality. The 
addition of other agricultural land areas at arbitrary weights 
relative to arable land further reduces the true comparability of 
the areas. However, the adequacy of the procedure must be viewed 
in terms of possible alternatives, and so viewed it appears the 
preferable basis of comparison. In general, the measurement of 
.production in terms of "arable equivalents" allows the presump
tion that observed differences in productivity are more the result 
of differences in the economic and technological organization of 
agriculture than of variations in natural fertility of land.'" 

The data for production per area on this basis are given by 
country in Table 3, columns 5 and 6. The European regional pat
tern is again partially repeated, as will be evident' from Figure 9. 
The national totals given in Table 3 show the highest productivity 
in the Netherlands, Switzerland, and Belgium, where intensive 
agriculture and the production of specialized livestock products 

• Fallow land is not uniformly ~lassifted by national atatisti~a and Indeed should 
not be In .. lew of Ito nrying aignift~ance. Countrleo with poorly developed agrl
~ultural tecbniqueo allow a large proportion (32 per cent In Spain, 41 per cent In 
the USSR) to lie in bare fallow. Countries with Intensive agriculture leave little 
bare fallow, either practi~ing a rotation of productive ~rops (including legumes) 
or planting a temporary meadow for bay or pasture. The utilization of fallow land 
is thus In ltlelf a fairly r<l.i~ble index of general land utilization. The signift~ance 
of bare faliowo Ia fl.rtber d1scussed in the following ~hapter. 

10 The method of conversion to '"arable equivalentl" Is expla~ned In the following 
ebapter. Table 1 of ~ppendix II shows the "arable-equivalent" agrl~ultural areal 
for European ~ountr1e1 and distri~tl. 
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contribute to effective land utilization. D enmark, England and 
Wales, and Germany form a second group of countries with high 
land utilization, followed closely by Norway, Ireland, Austria, 
Luxembourg, Scotland, and Czechoslovakia. Sweden and Northern 

INDEX NUMBER S, EUROPE • tOO 

F~gure 9. Agricultural Production per H ectare of "Arable-Equivalent" Agricul
tural Land 

Ireland are well above the European average, and France is only 
slightly above the average. Finland, Hungary, Latvia, Bulgaria, 
Greece, and Poland represent a range from 75 to 92 per cent of 
the European average production per hectare ... Italy, Albania, 
Roumania, Yu~oslavia, Lithuania, and Estonia, range between 
67 and 70 per cent of the European average, while Spain (53 per 

• 
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) d P rt 1 (47 Per cent) have the lowest level of land cent an o uga . . . 
t .liz t ' The data and map by distncts md1cate that the pat-

u 1 a 1on. · d · fi d 
tern of decreasing productivity to the South and East 1s mo 1 e 

1 ·n a few cases where the departure from the general pattern on y 1 , . T · 
may represent either genuinely exceptional land ub 1zabon or may 
represent inadequacies in data or procedur~S.

11 

Still another, and considerably le satisfactory, approach to 
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·Figure 10. Agricultural Production, Fishing, and Forestry per H ectare o( T otal 
Area 

effectiveness of land utilization is to relate total agricultural pro
duction (plus forestry products and the catch of fish) to the total 
land area. This relationship is illustrated in Figure 10, an exam-

n The results by districts shown in Figure 9 are subject to the same reservations 
indicated In Note 7, above, relative to production per capita, as well as to additional 
reservations owing to the arbitrary character of the converted land areas used. 
Thus In northern countries an adequate division between pastures and forest s Is 
impossible. For this reason the northernmost part of Norway has been left blank 
on the map, and the results for Estonia and Latvia as well as for the remainder of 
Norway are subject to considerable error. Other questionable results include 
Venezia Tridentina, Venetl,-, and Venezia Giulia e Zarn in Italy (probably too 
low); the central ~artments in France (probably too higt); and Epi rus In 
Greece (probably too high) . England and Wales has again been treated as a unit 
for reasons explained In Note 7. 
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ination of which indicates at once the favorable position of Den
mark and the Low Countries, followed by England and Wales and 
Ge~any. France,. Czechoslovakia, and Hungary (the last two 
havmg no sea fishmg) also have a high position relative to the 
average. Asi~e from the improved position of Hungary and Italy, 
the most obv1ous result of this comparison is the greatly lowered 
position of Norway, Sweden, Finland, Scotland, and the northern 
Baltic States, where the inclusion of the important revenue from 
fishing and forestry is insufficient to compensate for the inclusion 
of the high proportions of completely unproductive areas. 

All of the foregoing comparisons of agricultural production by 
country aoo by small district confirm the general pattern of Euro
pean economic development, and those comparisons which relate 
production to the agricultural population (total or active) indi
cate the real and substantial differences in the economic well-being 
of European agriculturalists. Indeed, the series indicates not only 
the existence but also-at least in a rough way-something of the 
magnitude of the differences. Subject to the reservations earlier 
noted, consideration of which would substantially alter the mag
nitude of the differences in some cases, these comparisons indicate 
the relative incomes of the agricultural population in the various 
countries and regions of Europe. In order to take into account 
some of the more important reservations that apply to the fore
going results, certain adjustments are introduced below. ' 

Adjustments for Costs and Additional Output 

Of the several previously noted limitations on indexes of agri
cultural production as measures of income differentials, two allow 
of partial rectification: costs of production on the one han~ and 
additional sources of income on the other. Although available 
data do not allow adjustments in these respects b~ a.dm~nistrative 
districts, it is possible to remove part of the lim1tabons on a 
national basis. . . . . 

Production in Fishing and Forestr~ . . smc.e national sta.bsb~al 
sources ordinarily do not adequately d1st~ngu1sh persons pr~mar~ly 
engaged in crop and livestock producbo~ fr?m those pr1mar1ly 
engaged in fishing and forestry, product!~ m ~e latter enter
prises may be appropriately attributed to the agncultural popu-
lation. 
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The value of .the catch of sea fishing is available for most coun

tries, although in a few cases estimates have been made by analogy 
from the data for similar countries. Fish caught in inland lakes 
and streams are neglected in view of a virtual absence of informa
tion. Because of a tremendous variation in quality of fish (and 
therefore of price per weight), a l\Iodal Value-Ratio has not been 
used, but rather the values in national currencies have been con
verted to CU on the basis of the price of one crop basket in national 
currency.11 

Forest production is given annually by the International Insti
tute of Agriculture,11 and some national data are available for 
both quantity and value. Thus the value of forestry lroducts in 
national currencies has been computed directly or estimated from 
available production data and price ratios prevailing in neigh
boring countries. The value of the products in national currencies 
is converted to CU in the same way as in the case of the catch 
of fish. 

Forestry products contribute substantially to the income of the 
agricultural population in Finland, Sweden, Norway, and Austria, 
_and to a much smaller extent elsewhere. Fishing is also of consid
erable importance in Norway and Sweden, as well as in France 
and Italy. The combined index value of crop and livestock pro
,duction, fishing, and forestry per capita dependent on agriculture 
is mapped in terms of index numbers (European average.....:. 100) 
in Figure 11!' A comparison of this map with Table 3 and Figure 
5 indicates that the principal alteration of relative position of 
countries is the improved position of Norway, owing to high 
values of both forestry and fishing, and Finland, Poland, and 
Roumania, owing mainly to the inclusion of forestry products. 

Crop and Livestock Net Production. In order to compute net 
production in the economic sense, production costs must obviously 
be subtracted from the gross value of output. With the exception 
of a few items for which rather complete national statistics are 
available, notably chemical fertilizers and in some cases feed im
ports, the major items of cost cannot be computed from general 

11 See the oerond section of Appendix I for the eonstruetlon of the Crop Unit 
as a basla of lntemational comparison. 

u[,.l•f'111llioJOal l:•arbook of For.,lry Blalwllc•. 
u The ligures for the Yalue of 1\shlng and forestry expressed In CU less deduc

tion for rosts of produetlon, are shown In Table 11 below, It should ~ noted that 
l'lcure 11 does not take produetlon eosts Into aerount. 
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s~atistics and sub~racted from the value of agricU'ltural produc
tion. Rathe ~·, reli~nce must be placed on the relatively small 
samples available m farm accountancy statistics.•~ The statistics 
are of uneven reliability in the various countries, depending on 
the size and r?prcsentative character of the sample. They are, 
howe,·er, sufficiently complete to allow estimates based either on 
the nationa l sample or on the data for similar areas. 
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Figure 11. Agricultural Production, Fishing, and Forestry per Person Dependent 
on Agriculture 

The farm accountancy statistics do not take into account prod
ucts used on the farm; costs and returns are confined to items 
bought and sold. This means that domestically produced feed and 
seed- items already deducted in the basic data by districts-do 
not enter the accounts at all if used on the producing farm. If 
sold within the country the income is counterbalanced by the cost 
to other producers. Thus the subtraction of costs for feed and 
seed eliminates their value added into the revenue of other farms, 
and additional costs comprise a genuine charge against national 
production ince they represent imported crops. ~imilarly, im-

13 International Institute of Agriculture, Farm Accountan-cy. Issued yearly. 
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ported chemical fertilizers represent genuine costs to domestic 
production, whereas manure either does not enter the accounts at 
all, or is balanced b~tween income to sellers and costs to pur
chasers. Labor represents a cost to the individual producer, but 
is not a legitimate charge against national production, since labor 
costs are also part of the income of the agricultural population. 
Labor costs, therefore, do not enter into the accountancy sta
tistics used. 

From the farm accountancy statistics for 1931-1935 the per
centages which net production in the economic sense represents 
of the total output of agriculture have been computed. These per
centages are shown in column 2 of Table 5. The in~ex value of 
agricultural production, shown by countries in column 1 of 
Table 5, when multiplied by the appropriate percentage is con
verted to the net physical return from crop and livestock produc
tion. This net return is shown in column 3, converted to a per 
capita basis in column 4, and the latter is then expressed in ratio 
to the European average in column 5. The results of this compu
tation may be summarized in terms of the relative position of the 
countries (index numbers, European average= 100). 

Over 275: Denmark. 
175-274.9: England and Wales, Scotland, and Netherlands. 
125-174.9: Belgium, Germany, Switzerland, France, Aus-

tria, and Sweden. 
100-124.9: Ireland, Northern Ireland, Spain, Luxembourg, 

Latvia, and Estonia. , 
75- 99.9: Norway, Italy, Czechoslovakia, Hungary, Lith-

uania, and Portugal. • 
50- 74.9: Greece, Bulgaria, Finland, Roumania, USSR, 

Yugoslavia, and Turkey. 
25- 49.9: Poland and Albania. 

Since high yields, whether of crops or of livestock products, are 
primarily the result of intensive agriculture, it follows that costs 
of production are proportionally higher in advanced than in un
developed .countries. The effect of subtracting production costs 
therefore 1s to natrow the spread between the countries of high 
and low per capita production (compare Tab.'~ 3) but doe1 not 
materially alter the relative po1ition1 of the countrie1. 



TABLE 6 Net Production in Agriculture, Fishing, and Forestry' 

Net Production 

Aorleultural From Agriculture (Crop and Llveatock Production) From Agriculture, Fiahinl, and Forestry 
Countrlea Productioa Per Person Dependent From Ffshin1 Per Penon Depmdcnt ID 1000 cu Per Cent In on Agriculture and Forestry In on All'iculture of Net 1000 In 1000 cu 1000 

Production cu In CU Europe -100 cu In CU Europe- 100 

Ntlrllurtt Buro,. .. 
Denmark 161,063 51 82,H2 77 282 6,012 ill!, I 54 &l 275 
Finland 56,495 65 36,722 18 66 20,185 56,907 za 93 
Norway 37,296 59 19,39<t 26 95 9,884 29,278 39 130 
Swedm ll9,09.f 57 67,884 36 130 23,686 91,570 48 159 

&m..,Euro,. 
Estonia. 26,755 65 17,391 za 101 !59 1&,250 29 96 
LatYia 49,285 6l 30,557 30 107 1,970 32,527 31 104 
Lithuania 51,713 67 34,648 21 76 954 35,602 21 71 
Poland 404,344 64 258,780 13 49 32,318 291,098 IS 50 

Cetttrd Ewo" 
Austria 101,907 6l 63,182 36 130 11,700 74,1!112 oiZ 140 
~lsium 112,606 SO" 56,303 47 172 3,256 59,559 50 165 
Czechoalonkla 216,123 ss• 118,868 25 90 20,700 139,568 29 96 
France &98,537 ss• 494,195 43 IS& 43,222 537,417 47 156 
Germany 1,112,810 56 6l3,174 47 171 68,589 691,763 52 172 
Lunmbour1 4,581 ss• 2,520 30 108 225 2,745 32 107 
Netherlanda 159,905 46 73,556 51 187 3,668 77,224 54 178 
Switurlao4 75,159 56 42,0&9 47 170 3,l40 45,329 50 166 

BalktUII 
Albania 7,646 95' 7.264 9 .lJ 1.&72 9,136 II 3& 
Bulgaria 82,394 os• 7&,274 19 70 3,367 81,641 20 66 
Greece 60,268 95 57,255 20 74 1,32& 58,583 21 68 
Hungary 148.896 66 98,271 Z2 110 4,SQO 102,861 23 76 
Roumani& 272,311 78 212,401 16 59 21,780 ZJ.4,1M II . 59 
Turkey 169,773 95• 16t,Z84 14 52 161,2M 14 47 
'¥ u IJC)Sla vIa 175,7.52 9()< 158,177 15 54 22.028 1110.205 17 56 

Sovtherw EuroJ¥ 
Italy 561,716 110' 449.3'13 25 91 29,700 479,073 27 a& 
Por1ugal 67,268 90' 60,541 20 75 13,603 74,144 25 11.1 
Spain 448,199 110' 358,559 JO 110 IO,.lZJ 36&,882 31 103 

"rili.sll I des 
Ia~land 62,6<0 110' 50.112 32 117 346 50.4511 32 107 
EnRI:lnd • Walcl 290,544 5J< 153,988 73 265 19.362 173,.150 82 270 
Scotland 5.?,619 53 27.88& 72 2tiZ 3,402 31,290 81 267 
N. Ireland 17,916 65• 11.645 31 114 1,260 12.905 35 115 

USSR 1,907,773 os• 1,812,384 16 sa 117,000 1,929.384 17 56 
Total (F.xd. Turkey 

and trSSR) 5 ~-'S M9 64 3 745 1N't 27 100 311.1429 .. 1~.5R9 :1! 11111 

• E.."timakd 
1 The per capita CU aDd lndes number nluet baYe been rounded for pte~CDtatioD, althoulh computatlona wen made on the basis of two dednul placa for 

per capita CU Yaluea. 
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N et Produ'Ction in Agriculture, Fishing, and Forestry . How

ever, net crop and li,Yestock production proYidcs onl1 an incom
plete measure of rclatiYe income in Yiew of the preY.wusly ~oted 
fact that in some countries the agricultural populn.bon denves a 
substantin.l additional income from fishing and forestry . It is now 
possible to combine. the adjustments .for the closest P?ssi~}e n.p
proximation to the mcome of the agn cultural populn.bon. 

I NOEl NUMBERS, EUROPE • 100 

oz~-•99 

0 ~0 - 7 4 9 

m , ~ - 99, 

~100 - 12 • 9 

~~ z~- 11 •' 

811 17 ~- 27•' 
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Figure 12. Net Production in Agriculture, Fish ing , and Forestry per Person 
Dependent on Agriculture 

T o the net crop and livestock production mn.y be n.dded the net 
index value of fishing and forestry. For the computa tion of the 
latter, costs arc not readily available. I gnoring nn.tionn.l differ
ences, which can only be of minor importance in view of the small 
fraction of total income derived from these sources in most coun
tries, it has been assumed somewhat a rbitra rily that the produc-

a The calculation of net production still assumes a uniform schedule o f agr i
cultural p rices and neglects price ratios between agricultural p rod ucts and indus
t rial products, part ofdhe quality differences, and some addi t ional sources o f in
come. Some of these would, probably, improve the position of high-ranki ng coun
tries, while the effect o f others is uncertain . Tuxes, rent~ and interes t have also 
been neglected, not only on the g rounds that there a r e insuffic ient datu, but a lso on 
the grounds that these may or may not be ne t charges on agriculture. 
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~ion costs to be subtracted account for roughly 10 per cent of the 
mdex value of the raw products considered., Thus 90 per cent of 
the comp~ted CU-values of forestry and fishing (as noted above) 
has been m~luded as net income from these products. The results 
are. shown m column ~ of Table 5. The net total (agriculture, 
fishmg, a~d fore~tr!) IS shown in column 7, which is expressed on 
a per capita ~as1s m column 8. The per capita values are again 
converted to mdex numbers relative to the European average in 
column 9. 

The index numbers are illustrated in Figure 12. Reference to 
Table 5 and Figure 12 indicates the following groups of countries 
in descendin'g rank order: 

Over 275: Denmark. 
175-274.9: England and Wales, Scotland, and Netherlands. 
125-174.9: Germany, Switzerland, Belgium, Sweden, 

France, Austria, and Norway. 
100-124.9: Northern Ireland, Ireland~ Luxembourg, Latvia, 

and Spain. 
75- 99.9: Estonia, Czechoslovakia, Finland, Italy, Portu

gal, and Hungary. 
50- 74.9: Lithuania, Greece, Bulgaria, Roumania,. Yugo

slavia, USSR, and Poland. 
25- 49.9: Albania. 

A comparison of Figure 12 with Figure 5 indicates that the 
relative position of the countries undergoes two notable changes as 
a result of the inclusion of fishing and forestry and the calculation 
of costs of production. (1) In general, countries in Northern and 
Western Europe remain about the same or are reduced to a lower 
position, while the countries of Eastern and Southern Europe are 
generally raised in terms of the European average. (2) The two 
notable exceptions to this rule are Norway and Finland, the posi
tions of which are improved owing to the importance of income 
from fishing and forestry and despite relatively high production 
costs in agriculture." Again; however, the general order is affected 
in only minor respects. \Vhat is more important is that the numer
ical order of the differences is substantially n&J"rowed, since cost~, 

" n This summary ovt.Hooks many changes In Index numbers, and minor changes 
In class Intervals. (Compare Table 8, column 2, and Figure 6 with Table 6, column 
8, and Figure I2.) 

? 
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as already noted, bear most heavily on those countries with high 
production. 

The European redional pattern of differences in agricultural 
productivity is again vividly illustrated by these comparisons. 
With the exception of two small areas, Luxembourg and Albania, 
the net income of the agricultural population falls off gradually 
but consistently the greater the distance from the lower North 
Sea. This pattern, it may be reasonably assumed, would have been 
even more evident had it been possible to construct an index for 
small districts. After the double adjustment of adding income 
from fishing and forestry and subtracting costs of production, the 
results conform in general with those derived from cdinputing the 
total value of crop and livestock production alone. This con
formity indicates that the latter alone is probably a fairly reliable 
indicator of relative well-being of the agricultural population, but 
not of the magnitude of the differences. Thus, the data by small 
districts have some merit not only as indicating local differences in 
agricultural output, but also as representing at least in a rough 
way the relative per capita income differences in European agri
culture. 

The marked differences in per capita productivity in agricul
ture between the various regions of the European continent, 
together with the previously noted differences in demographic 
situations and prospects, provide the background for further 
scrutiny of the economic position of the peoples of Eastern and 
Southern Europe. The following chapter begins that scrutiny 
with reference to the agricultural population and the conditions of 
agricultural production. 



CHA.PTER Ill 

AGRICULTURAL POPULATION AND PRODUCTIVE 
ORGANIZATION 

THE demog~aphi~ and economic significance of the regional dif
ference~ outlined m th~ two preceding chapters may be approached 
by turnmg to the spec1fic problems of support of a growing popu
lation on th~ land in Eastern ~nd Southern Europe. The present 
chapter outlmes first the relabon between agricultural population 
and production, with particular reference to agricultural "over
population.'9 Attention is then turned to the technological and 
organizational features of agricultural production, in an attempt 
both to determine the reasons for low productivity and to provide 
a key to possible means for improving the agricultural situation. 

People on the Land 

Because the agrarian regions of Eastern and Southern Europe 
combine high proportions of the total population dependent on 
agriculture and a low volume of agricultural production, these 
regions are frequently said to suffer from "overpopulation." It is 
worth while to examine briefly precisely what this may mean, and 
what significance it may have for future economic prospects in 
these areas. 

The traditional Malthusian theory of population predicated an 
unstable balance between population size and food supply; the 
world was thought to be doomed to chronic maximum population 
at subsistence le':el, with population growth only restrained by 

· various "natural checks," including starvation. Underpopulation 
could exist only briefly in a new country, since ~he popu~at~on 
would quickly expand to the full extent made poss1ble by exlStmg 
resources. Present purposes do not require a review ~f the doc
trinal controversies in this field beyond the observation that a 
primary dynamic factor in the relation of populati~n t~ resources 
lS the level of technological development. A change m th1s develop
ment can, and constantly does, change the s,ignifi~nt ratio. of 
population to resources. For example, extremely rapld populat~on 
growth in \Vesterb Europe in tlle last century was accompamed 
by rising levels of living, made possible by revolutionary changes 

·.· 
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in agricultural technique and in the whole structure of modern 
economy. There are also other "middle terms" in the relation of 
population to resources, including productive organization, divi
sion of labor, the distributive system, and the standard of living 
considered appropriate. The view of population size itself as a 
biological variable is inadequate, since a variety of institutional 
controls enter into the determination of fertility and mortality. 
Thus a "Malthusian situation," strictly speaking, has never 
existed. 

Clearly untenable, therefore, is the conception of overpopula
tion as a greater number of people than the economy can support 
in some absolute sense. In the same absolute sense, t{1ose who are 
alive are obviously not part of the surplus. To discuss surplus 
population at all some standards of judgment must be introduced: 
health and longevity, full employment, or a "minimum" level of · 
living. In all of these cases the surplus may be viewed in relation 
to existing technology and social organization or in relation to 
some hypothetical or ideal modification of the social system. The 
question at issue then becomes, how many people can be supported 
or employed at some particular level in view of various relevant 
circumstances?' 

Surplus population therefore is a relative notion, and one that 
can be assessed from various standards. Any program of rectifi
cation must determine not only what surplus exists from some 
point of view, but also what circumstances are amenable to 
change. 

Jlea1ure• of Overpopulation. Among the various standards that 
might afford a basis for measuring surplus population, three are 
of especial significance: population density, lev'el of employment,. 
and level of production or consumption. Each of these standards 
represents an attempt to relate population to "resources," with or 
without explicit assumptions about other relevant conditions . 
. Relian~ on population density as a measure of surplus popula

tion require~ the assumptio~ of some "reasonable" number of per
eons per umt of area, any higher density representing the amount 

1 
For a erltlque of the Malthusian position and restatement of population theory 

oee E. P. Penr&se, Pop•lation Thooriu aRd Tltoir A.pplicati0 ,. (Stanford Unl~ 
~~alt;r, Callf.t ood Research Institute, 1934), Chap. I, "'ll•e Malthusian Theory" I 
P ap.laitii, "!he Ineome Optimum Population"; Chap. III, "The Welfare Optimum opu on. 



[ 57 J 
of the surplus. 2 Although this procedure is statisticMly simple it is 
also arbitrary. It not only neglects completely the economic and 
technological organization and other "middie terms" that largely 
determine the carrying power of the land, but also poses the prob
lem of relating population to comparable areas. For example, any 
metropolitan community would represent an extreme overpopula
tion. The regions of Europe that have prospects for stable or de
clining populations and that have achieved high productivity per 
capita in agriculture, are by no means thinly settled. In fact, 
Northwestern Europe is not only the most densely populated part 
of the continent, as may be seen in Figure 13, but is one of the 
most thickly settled areas in the world. 

(.&C.I'I DOT I(Palll•TI ~~liSO•S. 
CITIU 01 IOOJ)OO a•o o-t• Aa( 1,.0 ... 

U '""(at I . TML •0\.u•U Of •"' '"' 
a•t I'IC,OIT.O • .&\. TO P'O"W\. ATIOfll ' ' lC 

Figure 13. Distribution of Population around 1930 . 

(Adapted from Sydow-Wagne-rs Methodischer Sch.ulatlal, Courtesy of Amertcan 
Geographical Society.) 

r I Aft:tirs Agrarian Probl~ml 
2 For example, see Royal Institute of Interna IOna _

53
. Ro ~I i-hstitute of Inter-

from the Baltic to the . ..degean (London: 1944), P~·i2 t' tuTop~ · A Bt'Wf Bur
national Affuirs, Information Department, So.ut -p a• erf

9
.w) PP · 74-76 · Doreen 

vey, Paper No. 26 (London: Oxford Un.ivers(•;_: dres~, Oxford U~iversity Press, 
\Varriner Economics of Pea1ant Farnnng on on. ' . ,, 1939), Chap. 1.~.1, "Over-Population. 
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The difficulties in the interpretation of population densities 

remain even if the measure is confined to agricultural population 
and agricultural land. Thus, an agricultural area made up almost 
entirely of rough pastures can support a much smaller population 
than an area devoted to horticulture. 

The problem of comparable areas may be partially, but not 
completely, overcome by converting various types of land utiliza
tion to a common basis. Such a procedure was used to translate 
agricultural land into "arable equivalents," following the method 
suggested by J. Poniatowski.• The results for European countries, 
and for provinces or regions within the larger countries, are pre
sented in Appendix II. When related to the population dependent 
on agriculture, these converted land areas yield density figures of 
considerably greater comparability than would otherwise be pos
sible. These data are presented in Appendix II, Table 1, and 
mapped in Figure 14. Aside from the not insignificant technical 
problems of determining the appropriate value ratios among the 
various types of land use, the procedure assumes that either the 
productive value of arable land is equivalent in all regions or that 
the differences can be offset by technological developments. It is 
clear, for example, that even climatic disadvantages and low soil 
fertility can })e offset by improved technology, although there can 
be no doubt that greater capital and managerial ability are 
required.• 

The densities of agricultural population, as portrayed in Figure 
14, are chiefly significant for what they do not reveal about levels 
of living or economic opportunity. Thus, although the regions of 
Eastern Europe are shown to have high densities, so do the Low 
Countries and considerable portions of Switzerl~nd and the Scan- _ 
dinavian Peninsula. If these densities are compared with-either the 
value of production per hectare of agricultural area or, more 
~Cited !n International Ins~ltute of. Agriculture, Populatioft and .Agricvlturo, 

11rntA BpocitJI RoforofiCo to .Agncultural Ovorpopulatioa, League of Nations, Euro· 
pean Conference on Rural Life, 1989, No.8 (Geneva: 1939), p. 21. 

• Thia point hu been made, with perhapa undue emphasla, by Ellsworth Hunting
ton ln. biJ "Agricultural P~~uctlvity and Pressure of Population," .Annall of tho 
.Amonca• .Acathmy of Pol&hcal and BocitJI Bcienco, 198: 78-92, July, 1938. 

1n general. the assumption that land used for similar purposes Is of similar 
quality (with the exce\>tlon of pastures) overestimates the quality of the land, 
and particularlf of arable land, where the "pressure" of t'grlcultural population 
leadJ .to the brlngln~ of land of low fertility under cultlvabon. In other words, the 
.....,.,,. for productive land nrles with the demand for that land. 
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F ig ur e 14. Density of Agricultural P opulation per Square Kilometer of "Arable
Equivalent" Agricultural Land 

especially, the value per capita of farm population (see Figures 
6 and 9 in Chapter II), it is evident that density does not provide 
a sound basis for estimating population surpluses. At the most, it 
allows comparison between regions of similar economic structure 
by holding one factor, land utilization, fairly constant. 

5 

5 The significance of population density, and therefore of available labor, is 
cle_arly relative to the situation with respect to other prcductive factors. To the 
pomt of the maximum utilization of these factors, additional lat:1r may increase 
output. Thus g iven lev~ls of technology and economic specialization set minimum 
as well as maximum limits to manpower requirements. This has been pointed out 
in the case of Czechoslovak agriculture by H. Boker and F . W. von BUlow, Th• 
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The koel fJ{ employment as a measure of overpopulation is no 

h h . t" . f th " d" " more adequate t an a mec ams 1c v1ew o e overcrow mg rep-
resented by high den!iities of population. The evidence of variation 
in employment levels corresponding with business cycles immedi- , 
ately indicates that the volume of employment cannot be accepted 
as a pragmatic test of the employment capacity of an economy. 
The cause of unemployment may be a shortage of one or more of 
the other factors of production: capital, resources, or managerial 
ability. However, unemployment is frequently due to an ineffective 
distributive organization for marketing potential production or to 
occupational rigidities producing both labor shortages and labor 
surpluses. The measure has, if anything, even le1s merit with 
regard to the agricultural population. • The 11easonal nature of 
labor demand, coupled with the fact that wage employment rna y be 
almost non-existent, places insurmountable barriers in the way of 
using agricultural unemployment statistics as indicative of "too 
many people.'" 

As in the measurement of overpopulation on the basis of employ
ment levels or labor requirements, the question of how many people 
could be supported at some "reasonable" level of living requires 
analysis of the whole organization of production and distribution. 
Thus, the factors of production may be genuinely lacking,' or 

Rvral Eo:odUI it1 Cuchollovakia, International Labour Office, Studies and Reports, 
Series K, No. 13 (Geneva: 1935). Dolinski found agricultural population growth 
In Bulgaria accompanied by an increased, although lesser, Intensification. (N. W. 
Dolinski, "Cber den Zusammenhang der Beviilkerungsvermehrung und der In
tensitat der Landwirtschaft In Bulgarien," .4rchio fitr Bozialwil.,,.•chaft tnad 
Bozialpolitik, 63:608-624, June, 1930.) On the other hand, Klonov found In Czecho
slovakia that docro110o1 in population Increased yields. (Vladimir Klonov, "Re
cherche statistique sur Ia relation entre !a productlvite agrlcole et Ia densite et la 
structure de Ia population," Btatilticky Obzor, 18:81-46, March, 1987.) 

• See Colin Clark, Tho Conditio ... of Economic ProgroJ1 (London: Macmlllan 
and Co., 1940), pp. 227-230; Warriner, op. cit.; P. Lamartine Yates and D. War
riner, Food and Farming in Pod-War Evropo (London, etc.: Oxford University 
Press, 1943), Chap. IV, "Over-Population"; Economic Dooolopmont in B. E. Ea
ropo (London: PEP [Political and Economic Planning], 19411), pp. 88-89. 

'The measurement of agricultural unemployment Is especially difficult because 
actu'!l ~ployees are likely .~o constitute very small proportions of the labor force, 
and h:dden unemployment may be widespread among owners and tenants. Esti
mates of surplus labor on the basis of man-days required for the existing output 
must be ":t.best extremely rough, and would be beset with many difficulties. Capital, 
land ferbhty, product structure, market organization, managerial ability and di
Yi&ion of labor would have to be held constant or included in the calculations. 

1 The crucial factor In the productive system may be lack of capital as will be 
noted in aome detail it\ a later oection of this chapter. The signiflcanc; of capital 
shortage for a{dcultural overpopulation has been pointed .. ut by Dolinski, loc. cit. 
See also Theodor Oberlander, "Oberviilkerung In Ostmitteleuropa," Baltuc/ao 
Jlotlllt•hofto, 1933:876-882, JulyjAugust, 1933. 
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simply inefficiently used. In the latter case, changes iu the economic 
o~ technological organization might increase the level of produc
tion and therefore, presumably, of per capita consumption. How
ever, a low level of living, for example among peasants or fann 
employees, rna y also partly reflect a highly unequal distribution so 
that a seeming population surplus may be due less to the low t;tal 
volume. of output than to the proportion of that output available 
to cultivators. The measurement of overpopulation relative to a 
given volume of output thus requires assumptions both as to the 
productive and distributive systems and as to the per capita level 
of production or consumption selected as a standard. • 

..4gricultu'Sal Production Per Capita a1 a 111 ea&ure of SurplU6 
Population. The data on agricultural output by administrative 
districts in Europe, 1931-1935, presented in Chapter II supple
mented by Appendix I, allows calculation of the number of people 
that would be required to produce a given total·production at a 
selected per capita level of productivity. If this calculated number 
is less than the actual agricultural population, a "surplus" popu
lation remains. Since this is a measure analogous to the "reason
able" level of living discussed above, the assumptions should be 
noted: (1) if the existing level of production is taken as the basis 
for calculation, the procedure does not indicate whether that pro
duction could be increased, and if so, by what means; (2) the 
"reasonableness" of the selected per capita level of productivity 
must be assumed. The significance of these assumptions is further 
discussed and partially tested in the following paragraphs. 

Because of the impressive differences between prosperous and 
poor agricultural regions of EUJ"ope, the selection. of a "reas~n
able" standard is-difficult. For example, the Damsh per cap1ta 
level, which is the highest in Europe, reflects a highly specialized 
and intensive agrarian regime, dependent ~pon Gennan and espe
cially English urban markets. In no meanmgfulsense would such 
a level be reasonable for Sub-Carpathian Russia or Bessarabia. It 

1 It Is to be emphasized that this standard b also a nrlable and erltl<!al factor. 
This b true not only for the Investigator who attempts to determine the exlstenee 
and amount of surplus population, but also for the peoples of a;eaa elalmed to be 
suffering from "population pressure." In the latter ease It Is eY1dent that the ern
dal question eannot be posed In terms of absolutes, but depends on the relation 
between existing levels and the standards or l~eals there C!Urre.nt. See War~n S. 
Thompson and P. K. \14helpton, "Levels of Llvmg an~ Pop.ulabod ~sure, All
lllllo of th1 .4moricaR .4cad•my of Political and BociDl Bcwnco, 198.93-100, July, 
1938. . 
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does appear,.however, that the general European average is not 
an excessively high standard. With the exception only of Finland 
and Ireland, all of tlfe Northern and Western European countries 
are above the average. Of the Eastern and Southern countries, 
only Latvia and Czechoslovakia are slightly above the European 
average. When it is noted that Ireland, Estonia, and Czechoslo
vakia have per capita levels within 10 per cent of the European 
average, the standard seems fair.•• 

If the average European per capita product is taken as stand
ard, it may be divided into the index value of total production in 
each country to obtain an estimated number of people required to 
produce that product at that standard of productivity. This in turn 
provides the material with which to judge the size of the surplus 
agricultural population. Table 6 shows the estimated surpluses 
calculated on this basis, together with the proportions of the total 
agricultural population that the surpluses (or, in a few cases, 
deficits) represent.11 For countries as a whole, the percentages 
range from an 11 per cent deficit in Latvia, which is confirmed by 
an agricultural labor shortage, to an overpopulation amounting 
to 78 per cent in Albania, which has the lowest level of production 
in Europe. 

Under the assumption that a European average standard is 
reasonable, the countries of Eastern and Southeastern Europe 
have a surplus agricultural population of 45 per cent. By the same 
standard, the Southwestern Peninsulas have a redundant farm 
population of 23 per cent. This means that with no increase in 
production a substantial proportion of the rural population would 
have to find other employment in order for the remainder to 
achieve a European average level, or, appr~ximately, that of 
Estonia. 

The percentages of agricultural overpopulation for each East
ern and Southern European country, and for administrative dis
tricts in most countries, are mapped in Figure 15. By reference to 
Table 6 and Figure 15, the more important features of agricul
tural overpopulation, as here defined, may be noted for each 
country. It should be noted that "existing" production actually 
refers to the prewar period. 

' to See App~ix I, Table 18. 
11 Beeauae, by tbe etandard aelecled, nearly aU of thl Northern and Weetem 

mantrleo would be underpopulated, the tables and maps ohowlng overpopulation 
are mnllned to thoae muntriea primarily moeldered In the present otudy. 

' 
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T.ABLE6 • 

"Standard" and "Surplus" Agricultural fopulations, Eastern 
and Southern Europe, around 1930, Assuming Existing Produc

tion and European Average Per Capita Level 

Populatloa Agrladture ~tand&rd Popu- ''Surplua'' Populatloa 
Depenclmt Net Production lationAa.umlng 

Coun1r7 OD In European Per NamberC 
and Al!riculture' CropUnltol Capita l..eft)l OOO'a Per Cent• 

Rclioa OOO'a omitted OOO'a omitted OOO'a omitted omitted 

(I) (2) (3) (4) (5) 

ALBANIA 100 7,646 171 6Z2 77.7 

BULGARIA 4,01!1 82,394 1,921 2,167 SJ.O 

CZECHOSLOVAKfA 4,112 216,125 5,0.11 -m -4.7 
Bohemia 1,627 107,969 2,517 -- -54.7 
Moravla-511ala. 968 53,7.14 1,253 -285 --29.4 
Slovakia 1,797 46,92.1 1,094 703 39.1 
Sub-Carpathian Ruaala. 419 7,499 175 244 51.3 

ESTONIA 626 26,75$ 624 z .4 

GREECE 2,!29 60,265 1,405 1,424 50.J 
Central Greece • Eub. 0 9,.!91 219 190 46.4 
Peloponnnoe 611 12,991 .lO.l .1011 50.4 
Cyclades 51 691 16 .!5 61.1 
Jonla.D Jolanda 116 1,555 36 10 61.1 
Tbeualy 275 6,076 1-42 133 48.5 
Macedonia 701 15,320 357 351 49.6 
Epirua 174 2,121 66 101 62.1 
Crete 224 4,1!0.1 liZ liZ 50.0 
Aeaeanlslanda lOS 2,597 61 .. 42.3 
Weatem Thrace l&J 3,999 93 90 49.1 

HUNGARY 4,472 148,191 J,471 1,001 22.4 

Tranadanubla 1,641 6S,I&J 1.519 122 7.4 

Great PlaiD 2,115 64,9.17 1,514 671 30.7 

Nortb 646 11,771 4.11 zoe JZ.Z 

ITALY 17,95J 561,726 13,094 4,159 27.1 

Piemonte 1,410 57,8.!.1 1,341 62 4.4 

Llauria 296 10,211 240 56 19.0 

Lombardi a 1,647 66,351 1,547 100 6.1 

Vm.eal& Trldentina 323 9,117 213 110 34.2 

Veneto 1,996 56,437 1,316 61!0 34.1 

Venula. Glulia c Zara 323 6,!64 160 16.1 50.5 

Emilia 1,731 71,987 1,671 60 3.5 

Toaeana 1,110 . 40,114 951 229 19.4 

Marche 710 22,452 523 117 26.J 

Umbria 410 13,202 .1011 102 24.9 
516 335 39.4 

Lazio 151 22,132 
501 486 49.0 

Abrulzi c MoliN 992 21,691 
102 4M 37.1 

Campania 1,290 34,409 
660 633 49.0 

Pu1lle 1,293 21,314 
311 I Z.3 

Lucan Ia 326 13,658 
496 455 47.9 

Calabrle 951 21,269 
1,172 711 38.0 

Sicilia 1,190 50,296 
341 Z15 31.7 

SardciD& 556 14,612 

1,031 49,215 1,149 -Ill -10.9 
LATVIA 

t,ZOS ' ~~ Z7.J 
LITHUANIA 1,657 51,71J 
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• TABLE 6 (Continued) 

PtJPulatiOD Agriculture jstandard Popu-
Dependent Net Production lation Assuming 

Country on In European Per 
and Agriculture! Crop Unltsl Capita Level' 

JteciCil OOO'a omitted OOO'a omitted OOO'a omitted 

(I) (2) (3) 

POLAND 19,347 404,339 9,425 
Central 7,388 157,937 3,682 
Eut 4,.161 80,233 1,870 
Soutb 5,892 95,729 2,231 
Wat 1,705 70,440 1,642 

PORTUGALI 2,954 67,269 1,568 
Entre Mfnho e Douro 5S4 12,688 296 
T,..._.,.Maates 283 5,520 129 
!kin 934 16,244 379 
Estmnadura 649 19,248 449 

· Alemtejo and Alprue 504 13,569 316 

ltOUMANIA 13,069 272,318 6,348 
Old Klnldom 6,363 132,547 3,090 
Beaarabla 2,466 47,964 1,118 
Bukorina 595 11,573 270 
Tranayl...,la 3,645 80,234 1,870 

SPAIN 11,864 448,199 10,448 
Galalc:o-Asturlca 1,697 57,573 11,342 
Vuconpdas y NaV&I'I'I. 461 19,4.15 453 
Cutllla Ia V!eja 806 34,629 807 
Ara,.on 576 28,180 657 
Cataluft& 903 42,732 996 
Valenela 941 37,976 885 
Murda 497 19,813 462 
Andalucfa 2,734 77,631 1,810 
Elttmnadura 718 24,256 565 
Cutilla Ia Netlft. 1,233 48,852 1,139 
Lelm 948 41,560 969 
Baleara 158 6,545 153 
Canariu 192 9,017 210 

YUGOSLAVIA 10,629 175,752 4,097 
Dra..ta 686 11,031 234 
Drinska 1,258 18,934 441 
Duna..U. 1,779 53,027 1,2.16 
Mora..ta 1,2.10 17,503 408 
Primonka 747 6,937 162 
Santa 2,026 33,847 789 
Vardarata 1,226 14,878 ' 347 • 
Vrbaaka 910 12,244 285 
z.taka 756 7,876 184 
lleolrad 10 470 II 

a Per~tages are computed from unrounded figures. 
1 Souree: Appendix I, Table 18. 
'Ibid. 

"Surplus" Populatloa 

Number< 
OOO'a Per Cent• 

omitted 

(4) (5) 

9,922 51.3 
3,706 50.2 
2,491 57.1 
3,661 62.1 

63 3.7 

1,388 46.9 
288 49.4 
154 54.5 
555 59.5 

•zoo 30.9 
188 37.2 

,,721 51.4 
3,273 51.4 
1,348 54.7 

325 54.7 
1,775 48.7 

1,417 11.9 
355 20.9 

7 1.6 
-1 -.1 

-Ill -14.0 
-'13 -10.3 

55 5.9 
.16 7.1 

924 33.8 
153 21.3 
94 7.7 

--20 -u 
6 3.7 

-18 -'1.5 

6,532 61.5 
452 65.9 
817 64.9 
543 30.5 
822 66.1 
585 71.4 

1,237 61.1 
879 71.7 
625 611.6 
572 75.7 
-1 -'1.6 

• Column 8 represents eolumn 2 divided by 42.9, the European average per 
eaplta Yalue of &lf!'leultural production, expressed In Crop Units. 

• Column 8 aubtracted from column 1. Computation made before roundln~. 
1 Portuguese data refer uniformly to the "Contlnente," thus exeludlng "llbu." 

• 
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A. EASTERN AND SOUTHEASTER:S EtTROPE 

EsT?NIA. Having almost exactly the European per capita level 
of agricultural production, Estonia appears to have almost no 
surplus agricul~ural population, even with existing production. 

LAT;IA. Latv1a has developed both specialized agriculture and 
extensive trade, and appears here as underpopulated in the sense 
that per capita ~roductivity is above the European average and 
that a larger agricultural population with existing product would 
still allow a "reasonable" per capita productive level. 

LITHUANIA. Of the Baltic States, only Lithuania is clearly asso
ciated with the Eastern European pattern. With an agricultural 
surplus pop'ulation, amounting by present computations to over 
27 per cent, it has in the past supplied migratory farm laborers for 
East Prussian and Latvian farms. 

PoLAND. In Poland agricultural overpopulation reaches major 
proportions. Although Figure 15 shows all of Poland except the 
western provinces as falling in the highest category, Table 6 indi
cates that Central Poland barely exceeds 50 per cent surplus, 
whereas South Poland, which has one of the densest agricultural 
populations in all Europe, has a surplus amounting to 62 per cent. 

CzECHOSLOVAKIA. The four principal regions of Czechoslovakia 
provide the classic example of transition from Western to Eastern 
European economic development. Bohemia, with a level of agri
cultural production considerably above the European average, is 
shown on the map as underpopulated; indeed the "rural exodus" 
had become a problem in the interwar period. 1\Ioravia-Silcsia is 
nearer the average. The eastern provinces of Slovakia and Sub
Carpathian Russja show an orderly progression to a large surplus 
population. For the country as a whole, however, the deficit in the 
west slightly more than offsets the surplus in the east. 

RouliiANJA .. Of the four major regions of Roumania, only 
Transylvania in the west falls slightly .below 50 per .ce~t ov~r
population in agriculture. All of the regions are very Similar w1th 
respect to level of production, the northern regions (Bukovina 
and Bessarabia) having slightly larger surplus populations than 
the rest of the country. 

HuNGARY. TW! Hungarian Great Plain and t~ie North are 
ahown to have a redundant population of considerable proportions 
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in view of exiFting per capita production, whereas Transdanubia 
has only a slight excess.. . 

YuGosLAviA. Every province except that of the Danube (Du
navska) and the small area around Belgrade has over a 50 per 
cent surplus of agricultural population. The two most overpop
ulated provinces are those of Primorska and Zetska. 

BuLGARIA. Although not broken down by provinces, the country 
as a whole has a surplus agricultural population of 53 per cent. 

ALBANIA. Albania, with the lowest level of production of any 
country in Europe, would require less than one-fourth of its pres
ent population to produce at the European per capita level. 

GREECE. The country as a whole has an excess p'>pulation on 
the land amounting to just over 50 per cent. The per capita levels 
of agricultural production, and therefore the calculated popula
tion surpluses, are fairly uniform throughout the country, the 
highest surpluses (over 60 per cent) being in Epirus, the Cyclades, 
and the Ionian Islands, the lowest (under 45 per cent) in the 
Aegean Islands. 

B. SOUTHWESTERN PENINSULAS . 
ITALY. Figure 15 duplicates, with minor exceptions, the familiar 

progression from the more prosperous regions of the North to the 
poorer areas of the South. Every province has, however, some ex
cess agricultural population, however slight. The provinces at the 
head of the Adriatic, especially Venezia Giulia e Zara which ad
joins Yugoslavia, appear to follow the Eastern European pattern. 
The small surplus shown for Lucania in the South (2.3 per cent) 
is somewhat surprising. 

PoRTUGAL. The extent of the surplus in the &everal districts of 
Portugal seems to fall within a fairly narrow range, with some 
apparent tendency for the excess to be larger in the north, an area 
predominantly characterized by small holdings. However, the 
northern coastal region around Porto, which is the chief wine 
center, shows a slightly smaller surplus population than the other 
two northern districts. · 

s.PAIN. The region~ ~f Spain show greater diversity in per capita 
agncultural prod~cbv1ty than those of any other country consid-· 
ered here. 'this is reflected in the estimates of Lurplus population 
illustrated in Figure 15. Aragon and Cataluna have farm popula-



Figure 15. Surplus Agricultural Population in Easter'.t and Southern Europt-, 
Assuming Existi')g Production and European Average Per Capita Level 
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tion deficits, by the standard adopted here, running over 10 per 
cent. The north central regions (Castilla la Vieja and Leon) also 
appear as underpopuiated, although in smaller proportion. The 
Basque provinces and Navarra (Vascongadas y Navarra), the 
eastern coastal regions (Valencia and Murcia), the Balearic Is
lands, and New Castille have excess farm populations of les!l than 
10 per cent. Galicia and the Asturias on the northwest coast, and 
Extremadura in the southwest show greater surpluses, which are 
not surprising in view of the known characteristics of the regions. 
The high surplus shown for Andalucia (33.8 per cent) should be 
noted, however, since it indicates that a region generally favored 
by climatic conditions and soils still would require only two-thirds 
of its actual farm population with existing production and a 
"reasonable" per capita level. As pointed out in Chapter II, there 

, is some reason to believe that the Spanish production figures are 
too high, in which case the calculated population surpluses should 
be larger. · 

If one were to assume the higher French per capita level of agri
cultural production (which is still below that of Switzerland, Ger
many, Belgium, Netherlands, Scotland, England and Wnles, and 
Denmark), the amount and percentages of overpopulation in the 
agrarian economies would be proportionally increased. The data 
comparable to those in Table 6, but with a French per capita level, 
are given in Appendix II, Table 2. Every district of Ea~teru and 
Southern Europe is below the French per capita level, and thus 
has an agricultural overpopulation by that standard. It is not 
proposed that the French per capita level, which partly reflel'ts a 
static or declining population, would be a "reasonable" standard 
for Eastern and Southern Europe in the predictable future. More
over, the poor quality of pastures in many of the agrarian coun
trie~ mi~tates against some types of livestock production, which is 
ordinarlly of higher value per unit of labor than is, for example, 
cereal production. It is, however, suggested that the numerical 
ex~nt of overpopulati?~ under the assumption of a French per 
~p1ta le~el of productlVlty confirms the conservatism of the pre
Vlous esbmates.11 "' 

• 
11 ~eae estimates are, of rourse, ttlll higher than the 'frequent and undocu

:... auertlou that the turplua amountt to one-third of the agricultural popu-
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Further confirmation of the conservative characler of the esti
mates appears from the fact that the population and production 
figures express the situation in the early part of the 1930's. These 
are areas of rapid population growth, and there is no evidence that 
agricultural production is expanding at an equal rate, or that the 
pace of urbanization was sufficiently rapid to draw off enough of 
the rural population to reduce or even to maintain the ratio of 
people to product. 

The estimates of agricultural overpopulation have up to this 
point rested simply on a calculation of the number of people re
quired to produce present agricultural output, at a standard per 
capita level~ It may, however, be objected that it is precisely the 
inefficient state of agricultural technology that is the crux of the 
problem in the Eastern and Southern agrarian regions. From this 
it would follow that an improvement in agricultural production , 
would provide the necessary means for supporting the farm popu
lation at some "reasonable" level. This general point is examined 
in some detail in the following chapter. However, at this juncture 
it may be instructive to estimate how large a farm population could 
be supported at some selected per capita level of production were 
the efficiency of land utilization raised to that prevalent in some 
more prosperous area. 

& in the case of the selection of a "reasonable" per capita level, 
the choice of some standard of land utilization is hazardous, and 
of course arbitrary. The calculation of roughly comparable areas 
only partly removes the hazard, for it leaves untouched the com
plex factors in agricultural production: climate, soil fertility for 
comparable land uses, technology, transportation, capital, and 
markets. The problem remains one of selecting a standard of land 
utilization with some chance of being achieved if appropriate 
measures are taken.11 

The standard here selected is that of the French agricultural 
productivity per hectare. Without arguing the case in detail, the 
following considerations seem to support the selection: ( 1) France 

11 In general, It seems likely that dlmatlc factors operate somewhat to the dla
advantage of Southern and Eastern Europe, and that a redundant farm population 
bas brought marginal lands Into cultivation. Thus, the "a~andard" productivity of 
an arable-equivalent '!.nit may overrate somewhat the productlvlt~ of Ianda In the 
agrarian economies uilless exeeptlonal measures are taken In the way of capital 
and technique. Tbia qualification would aerve to make the estimated population 
aurpluaea on the baala of atandardiled production unduly conaervatiYe. 

• 
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represents an ~xtensive agricultural area, with fairly wide ranges 
in climate, soil composition, and the like. (2) French fa~s, in 
comparison with thost: of other Western European countnes, are 
not heavily capitalized. (3) French agriculture is not dependent 
on an unusually favorable external market situation, as are, for 
example, the Low Countries and Denmark. (4) Finally, the 
·French productivity per hectare is lower than that of any of the 
Northern and \Vestern European countries except Finland, and 
also lower than that of Czechoslovakia and Latvia. In fact, the 
French productivity per unit of area is only slightly abovp the 
European average!• 

The procedure used for estimating surplus farm, populations 
under changed conditions of agricultural production is to apply 
the French value of agricultural land to comparable land areas in 
Eastern and Southern Europe. This calculation yields a "stand
ardized" production figure that is greater than the actual pro
duction in all areas falling short of the French standards of land 
utilization. The standardized production may then be used for 
computing the population required to produce that amount, as
suming some "reasonable" per capita level, as in the previous case. 
Table 7 shows the standardized production, the agricultural pop
ulation that could be supported at the European per capita level 
with the standardized production, the computed surplus, and the 
percentage the surplus represents of the total agricultural popu
lation. The percentages are mapped in Figure 16, which may be 
compared with Figure 15 .. 

It is clear from an examination of Table 7 and Figure 16 that 
if these strictly defined "optimum" conditions of production are 
assumed, there would still remain a substantial surplus agricul
tural population in Eastern and Southern Europe. A comparison 
of the two estimates of overpopulation reveals a number of areas, 
however, where more efficient land utilization would allow the 
existing agricultural population to produce at European per 
capita levels. This is notably true in major portions of ItalY., 

u A1 shown In Tahir 7, the Frenoh figure Is 26.8 Crop Units per heotare of 
arable-equivalent land. 'rhe European average Is 2,.1. These figures, as well as the 
ranking of the "ountries noted above, are derived from tl.e Index value of agrl
cultlculural produdlon (see Appendix I, Table 18) related to the arable-equivalent 
qr tural area, as 1bown In Appendix II, Table 1. 



"Standard" and "Surplus" Agricultural Popu14tions, Eastern 
and Southern Europe, around 1930, Assuming French Productiv
ity per Hectare of Arable-Equivalent Agricultural Land and 

European Per Capita Level 

Standard 
Standard Population 

A11rlc:ultural with 
Production Standard .. Surplua" PopulatJoa 

Total Acrf- Auumins Production 
CounlrJ and Rccloa cultural Area: French Yield AlBumin I 

Hectares ol per Het'tare Euro~:~npcr 
Arable- In Crop Capita 

EquivalentJl Unibl Uvel* Nnmbe,. 
roo·s OOO's OOO't ooo·. Per Cmc• 

omittfll omittrod omitted omitted 

• (1) (2) (3) (4) (3) 

Albania ~ 11,940 278 322 GU 
Bulgaria 4,281 112,7.S 2,628 1,~0 8U 

Czechoslovakia 6,929 182,233 u.s 864 11.7 
Bohemia 2,Rfi5 75,3.~0 1,7M -129 -u 
Moravia-Sllesia 1,1579 41,828 968 0 0 
Slovakia 2,123 35,8R8 1,303 494 2U 
Sub-Carpathian Russia 859 11,442 220 199 47.11 

Estonia 1,618 42,1553 1192 -366 -88.11 

G~ 8,264 85,843 2,001 828 29.8 
Greece Centr. & Eub. 847 14,386 833 14 18.1 
Peloponnesoa 860 14,728 843 268 43.9 
Cyclades 114 1,420 83 18 83.8 
Ionian Islands 114 1,420 83 83 71.0 
Thessaly 470 12,361 2R8 -18 -u 
Macedonia 933 24,5!38 1172 1!38 19.3 
Epirua 156 4,108 96 78 44.8 
Crete 159 4,1R2 97 127 116.7 
Aefl"an Islands 86 2,262 53 33 49.5 
Western Thrace 244 6,411 ISO 83 18.0 

Hungary 1,083 1R6,2R3 4,342 130 2.9 
Transdanubia 2,661 69,9R4 1,6.~1 10 .8 
Great Plain 8,491 91,813 2,140 411 2.1 
North • 1131 24,485 571 111 11.8 

Italy 83,613 884,022 20,601 -2,654 -14.8 
Piemonte 2,947 11,506 1,807 -397 -28.2 
Liguria 9111 25,0ll llR3 -2R1 -97.0 
Lombardi& 2,368 62,278 1,4112 195 ll.8 
Venezia Trident. 2,010 112.863 1,2!i2 -909 -28U 
Veneto 2,479 65.198 1,1520 478 23.8 
Venezia Giulia e Z. 1,074 28,246 6~8 -11.15 -103.1 
Emili• 2,4fi9 fiU!l.'l ],1114 224 12.9 
Toscana 8,584 94,259 2,197 -1,011 -36.2 
Marche 1,008 26..1510 618 92 13.0 
Umbria 1.1~1 29,7411 693 -2R3 -9.0 
Lazio 2,097 65.1~1 1-1~6 -435 -81.1 
Abruzzl e Mollse 1,694 ""-~~2 1,039 -1 --1 
Campania • 1,6ll 42,869 9~11 .. 802 23.4 
Puglle 1,694 44,1552 1,0.~9 254 19.8 
Lucania 928 24.,406 

0 
1169 -243 -14.5 

Calabrie 1,935 110,891 1,1R6 -2:U -24.7 
Sicilia ' 2,804 60,1595 1,412 478 25.8 
Sardegna 1,329 84,953 815 -2119 -46.1 
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TABLE 7 (Continued) 

Standard 
Standard Population 

with A~Uicultural 
'"Surplus,. PopulatiOD Production Standard 

Total Agrt. Auuminl Production 
Country and ReaiDD cultural Area: french Yield Auumin1 

H<ct&r<S of per Hectare European per 
Arable- In Crop Capita 

Number' Equivalentst Unitsl Level• 
OOO's OOO's OOO's OOO's Per Cent• 

omitkd omitted omitted omitted 

(1) (2) (8) (4) (II) 

Latvia 1,639 43,106 1,0011 81 8.0 

Lithuania 8,115 81,925 1,910 -258 -15.8 

Poland 22,270 585,701 18,658 11,694 29.4 
Central 8,610 226,443 11,278 2,110 28.6 
East 11,804 152,6411 8,558 808 18.4 
South 4,799 126,214 2,942 2,950 110.1 
'Y'est 8,058 80,425 1,875 -170 -10.0 

Portugal• 11,967 156,982 8,6118 -704 -23.8 

Roumanla 16,401 431,846 10,055 8,014 23.1 
Old Kingdom 7,968 209,1158 4,885 1,478 28.2 
Bessarabia 8,1189 93,076 2,170 296 12.0 
Bukovlna 408 10,730 250 1145 118.0 
Transy Ivan!& 4,486 117,982 2,750 895 24.6 

Spain 84.,921 981,422 21,408 -9,54.4 -80.4 
Galal~o-Asturlca 1,663 43,737 1,020 677 89.9 
Vas~ngadasy Navarra 888 23,354 114.4 -89 -18.0 
Castilla Ia Vleja 2,486 65,982 1,524 -718 -89.1 
Arag6n 2,477 65,145 1,519 -943 -169.7 
Cataluila 2,a6 72,220 1,688 -780 -86.4 
Valen~la 2,524 66,381 1,547 --606 --64.4 
Murcia 2,245 59,04.4 1,876 -879 -176.9 
Andaluda 7,469 196,277 4,575 -1,841 --67.8 
Extremadura 2,825 74,298 1,782 -1,014 -141.2 
Castilla Ia Nueva 11,793 152,856 8,M1 -2,318 -1R8.0 
Le6n 8,108 81,740 1,905 -957 -100.9 
Balearea 476 12,1119 292 ·-194. -84.8 
Canarlu 228 5,996 140 52 27.1 

Yu110slavla 10,614 279,148 8,507 • 4,122 88.8 Dravska 619 16.280 879 807 44.8 Drlnska 1,207 81,74.4 740 1518 41.2 Dunavska 2,609 68,617 1,599 180 10.1 Moravska 1,0R3 28,489 664 566 46.0 Prlmorska 629 16,543 8R6 861 48.8 Savska 1,180 81,084 728 1,8011 64.8 Vardarska 1,166 80,666 '115 511 41.7 Vrhaska 897 211.591 IillO 860 89.11 Zetska 604 15,885 870 886 51.1 Beograd 20 526 12 -2 -20.0 

• Per~ntages are comf uted from unrounded figures. 
• Sour~• A PJW'tdlx II, Table 1. 
1 

The Frenrh productivity per arable-equivalent hectare la'26.8 Crop Unlta. (See 
Appendix I, Table 18, and Appendix II, Table 1.) ColUIIID 2 representa ~olumn I 
multiplied by 26.8. 

1 
The European avera~ level of produc:tlon per ~•pita Ia 42.1 Cro" Unlta. Column 

I represent. ~lumn 2 dtvlded by 42.9. • 
• Actual agricultural populatlona (given In Table 8 and ID Appendix I, Table 

18), lesa atandard populatfona u given In ~lumn a. . 
1 

Data on ian~ uWI&aUon are not anllable for provlucea ID Portugal. 
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Figur~ 16. Surplus Agricultural Population in Eastern and _southern Europe, 

Assuming "Stanolard" Production and European Average Per Capita Level 
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Spain, and Portugal. 11 In Spain, for example, land utilization at 
the moderate French level would allow a per capita value of pro
duction appreciably higher than the European average in all 
sections except Galaico-Asturica in the northwest. Italy and 
Portugal would have a national per capita production higher than . 
the European average, although in the former case at least there 
would remain a number of provinces with surplus population. For 
the Southwestern Peninsulas as a whole, the deficit in agricultural 
population under these assumptions would amount to 35 per cent. 

Even in the heavily populated areas of Eastern and Southeast
ern Europe, increased productivity per hectare would substantially 
reduce the calculated surplus population. For the area> as a whole, 
the assumption of increased production reduces the surplus from 
the previously computed 45 per cent to 35 per cent. 

Actually the application of a single standard of land utilization, 
a standard that is itself a statistical artifact, oversimplifies the 
situation with respect to areas where substantial improvement in 
population-product ratios might be made. The assumption is 
really two-fold: (a) that the "arable equivalents" are actually 
equal in intrinsic productivity, and (b) that the areas are there
fore equally amenable to improvement. To the extent that either 
assumption cannot be fully supported, the possibility arises that 
some of the areas with greater surpluses can be improved more 
than those with smaller redundant population. However, Figure 16 
shows more clearly than Figure 15 the areas of high concentration 
of agricultural population in relation to both land resources and 
production. 'Without repeating a summary, country by country, 
the areas that call for special comment may be noted. The areas of 
greatest surplus are shown to be South Polan'd; Bukovina in 
Roumania; the provinces of Savska and Zetska in Yugoslavia; 
Ionian Islands and Crete in Greece; and Albania. A few areas, 
such as Latvia and the regions of Bohemia and Moravia-Silesia 
in Czechoslovakia, have existing levels of land utilization higher 
than. that of the French, and would have smaller population 
defic1ts or actual surpluses if reduced to the French standard. 

p 11 It Ia unfortunate tb.lt regional dlffereneea cannot be aho~n In the ease of 
ortugal owing h the aboence of any data on land utilization for the nrloua 

~roYincea. In Ylew of the difference& In per capita le.-el Indicated In Appendix I, 
ID~~~-~8 and In Figure G, howenr, It Ia reaaonable to auppooe that considerable 

""'""' ••rlatlon would be found. 
,. 
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For purposes of comparison, the same procedu~ was followed 

under the assumption of a French per capita level of production 
rather than the European average. These results are presented in 
Appendix II, Table 3, and may be compared with Appendix II, 
Table 2. Since the assumption of a French level of land utilization 
reduces the surplus population from that computed on the basis 
of existing production, but the assumption of the French per 
capita level of distribution increases the surplus over that com
puted at the European average, it is not surprising that the per
centages of surplus population presented in Appendix II, Table 3, 
are very clo~e to those presented in Table 6 above." 

SurplUI Agricultural Populations and Demographic Prospectl. 
The problem of supporting a large population on the land is not 
one that will disappear in the immediate future through demo
graphic changes. As noted in Chapter I, Eastern, and to a lesser 
extent Southern, Europe are in a period of population growth 
comparable to that in \Vestern Europe during the last century. 
Assuming the continuance of past trends in birth and mortality 
rates based upon European experience as a whole, the eleven coun
tries here included as Eastern Europe would show a total increase 
in population by 1970 of almost 17 million. This amounts to an 
increase of almost 15 per cent over the population of 19-J.O." Under 
the same assumptions, the three countries of Southern Europe 

11 It may be noted that the use of the doubly standardized population fll{l>reo 
amounts to a standard density of agricultural population per square kilometer of 
agricultural land. Assuming a European average per capita !eve~ this otandard 
density amounts to 69.•; with a French per capita level, It Is 2M.8, which Is the 
actual French density (see Appendix II, Table 1). ln view of the well-known 
demographic situatiog in France, the former would appear to be the more reason
able figure. It Is somewhat lower than the standard densities assumed by the 
writers of the Royal Institute of International Affairs, Committee on Reconstruc
tion. Economic and Statistical Seminar, No. 9, where comparable land areas are 
computed by a method similar to the one used in the present study. Howner, It Is 
not evident from the cited study what method was used for arriving at a standard 
density, or why, In view of the presumed comparability of agricultural areas, It 
should be necessary to nry the otandard density for different countrieo from a 
low of 60 per square kilometer to a high of 80. 

u The projected populations, and subsequent references to projected population 
composition, are derived from a previous monograph in the present series: Frank 
W. Notestein, Irene B. Taeuber, Dudley Kirk, Ansley J. Coale, and Louise K. 
Kiser, Tho Futuro Populatw• of Europ• and th• Bovi•l Uniort (Geneva: Lea~n~e 
of Nations, 1944). See especially Chap. V, ".Manpower,i and Chap. VIII, "The 
Next Decades." The basic data are given by country In Ibid., Appttndix IV, "Popu
lation Projections fo' Europe and the U.S.S.R. at Five-Year Inte"als, 19<W-
1970." The totals for Eastern and Southern Europe, total population and those of 
working ageo (16-64), are reproduced In Appendix 11. Table • of the preo•,.• -tw!y. 
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would show an increase of almost 9 million by 1970, or nearly 12 
per cent over the 1940 population. 

In certain respects the problems of a growing population will 
be made even more acute in view of the probable changes in the 
compoaition of the population attendant on increasing size. Declin
ing fertility will slow the rate of growth as compared with past 
decades, but growth will continue to 1970 and beyond. Declining 
fertility will not affect the size of the labor force at least until 
around 1960. The labor force of 1955 is already born. On the 
other hand, declining fertility coupled with an earlier decline in 
mortality will increase the proportion of the total population in 
working ages. Thus, although the projected population of Eastern 
Europe in 1970 shows an approximate increase of 17 million, those 
in the working ages (15-64) will increase by some 20 million, 
exclusive of war losses, or an increase of almost 28 per cent over 
the number in that age group in 1940. Similarly, the projected 
increase of about 9 million in total population in Southern Europe 
may be compared with an increase of almost 12 million in those 
ages from which the labor force is drawn. The latter represents an 
increase of 24 per cent over the 1940 population of those ages. 

From the foregoing it is clear that the probable future trends in 
population size and composition in Eastern and Southern Europe 
signify (a) a "favorable" ratio between active and dependent 
population, but (b) an increasing strain on the economic organi
zation not only to support an increasing population, but to provide 
a disproportionate increase in economic opportunity in the form of 
employment for the labor force.11 

Although the foregoing projections could not distinguish the 
growth patterns of agricultural and non-agricultural populations, 
their significance for agrarian economies is clear. Even were future 
increases only proportional to present ratios between what may .be 
called rural and urban populations, the inelasticity of agricultural 
resources and of effective demand for agricultural products would 
impose the larger burden on land utilization._Two further consid
erations serve to augment that burden. One, which has already 
been noted in some detail, is that by any one of several standards 
most agraria!l eco1.'omies are already faced with an agricultural 

uSee Ibid~ especially Chap. V. See also Frank W. Notesttin, "Some Jmpllcatlona 
of Population Change for Post-War Europe/' Proeooding1 of t111 .4 morieaa PlaUo
oophieal BoeioiJ, 117:166-174, Auguat, 194.3, 
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overpopulation of substantial proportions. The sefond is that the 
projected declines in birth rates for countries as a whole will 
undoubtedly take place mostly in urban and industrial centers, 
and only gradually extend to rural areas. In other words, if pat
terns almost universally observable elsewhere are followed, a dis
proportional share of the projected increases in population will 
be contributed by the agricultural populations. Only by substan
tial migration to the cities can that burden be reduced. 

War losses in the Eastern European countries and Italy, and 
the losses attendant upon civil war and slow reconstruction in 
Spain, will reduce the total number of people below that projected 
without taliing such losses into account. There is no a priori reason, 
however, for supposing that these losses will substantially improve 
the ratio of product to population. The destruction of agricultural 
capital-including buildings, tools and machinery, orchards, vine
yards, and livestock-may for a time in certain areas at any rate 
offset any reduction in the number of cultivators." 

Although any temptation to deal in absolutes must be avoided, 
it seems safe to assert that for the present and foreseeable future 
the relation of population to land in Eastern and Southern Europe 
places great significance on the organization of agricultural pro
duction. It is accordingly to the characteristics of agricultural 
organization that attention must next be turned. 

Characteristic1 of Agricultural Organization 

The productivity of the agricultural worker or the economic 
well-being of the agricultural family is a function of many vari
ables, including climate, soil, agrarian technique, and so on. But 
the relation of liultivators to the land is also a function of how the 
land and its product are distributed. An understanding of the 
property system is accordingly a fundamental prerequisite for an 
appreciation of the characteristics of agricultural production. 

Property, Tenure, and Labor Relation1. Property and division 
of labor clearly are of cardinal importance in determining the 
actual organization of agricultural production and distribution. 
For example, the share of produce remaining to the cultivator is 
a result of proprietary claims to capital a!!d services. If land is 

• • 
11 Notesteln and Others, op. eit., Chap. Ill, "The Demographic Efrec:U of War 

and Their Relation to Population Projections," and pp. 167-168. 
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held privately 4'-nd cultivated by a family group, the share of the 
product available for the cultivator is reduced only by taxation 
and charges for credi~ for which commensurate services may be 
received. A tenant, on the other hand, must give up a fixed amount 
or proportional part of the product to the landlord. Landless agri
cultural workers ordinarily have no direct claim upon the product 
that is partly the result of their labors, but only a claim upon 
compensation for services. 

The technological and economic organization of agriculture is 
likewise intimately related to the distribution of rights to the soil. 
Thus, the size of the productive unit under unified control partly 
determines the amount of capital that can be produ\'.tively used 
for technological improvements. In some cases, even if owners of 
small plots could afford to purchase equipment its use would be 
scarcely feasible. It is virtually impossible for small farms acting 
independently to undertake irrigation, control of pests, or exten
sive drainage. Lack of capital and bargaining power may also 
place the cultivator of a small plot at a disadvantage in marketing 
his product. He must ordinarily sell at the time of the harvest, 
rather than hold his produce for higher prices. Even the motiva
tion to increase efficiency depends partly on the distribution of 
resulting benefits. A temporary tenant may see little value in 
prese~g land fertility, or adding to the immovable capital of the 
farm. A share tenant who must pay his rent in readily marketable 
crops may be actively dissuaded by the landlord from diversifica
tion and increased self-sufficiency. A large supply of landless 
workers may inhibit the adoption of labor-saving methods of 
cultivation, not simply by active intervention, but also by the sim
ple fact that their labor may be hired at less cost than the price of 
machinery. 

Two further aspects of land tenures are of special significance 
for the organization of agricultural production. The first is the 
unification or division of rights in the same land, or, in other words, 
the type of oumerahip. Despite numerous combinations and grada
tions, several types stand out: private, feudal, and communal 
ownership. The second aspect of land tenure is closely r~lated to 
the first; it is the labcr 1y1tem that stems from the nature of prop
erty rights. Private ownership, if sufficiently equ~Jitarian and if in 
aufficiently small units, may entail an essentially familial organi-
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zation of production. This is peasant proprietorship in the strict 
sense. Private ownership with considerable concentration of land 
holdings in units larger than a single famil:r can cultivate requires 
tenancy or wage labor. Feudal ownership tends to make labor 
assignments flow directly from the proprietary position, and in
deed to be a part of that position. The labor system associated 
with communal ownership must depend on the organization of the 
kinship unit, village, or governmental unit exercising the effective 
control of production. 

The prevailing modes of land tenure and the agricultural labor 
systems in Eastern Europe owe much to the agrarian reforms 
undertaken-in the interwar period. Some areas in Eastern Europe 
have experienced earlier agrarian reforms as well, while Hungary 
and the Southern European countries have had no redistribution 
of land' of comparable extent. Although in a very few cases the 
agrarian reforms were sufficiently sweeping to wipe the slate vir
tually clean, in each of the countries the actual property and 
labor systems incorporate features retained from earlier periods.•• 

A classification of land property systems is given in Appendix 
III, where also the agricultural property and labor arrangements 
in each of the countries of Eastern and Southern Europe are sur
veyed. An examination of the actual variations in these important 
institutional arrangements indicates the hazard of making sweep
ing generalizations. Nevertheless, the more salient features of the 
productive organization of agriculture in these areas may be noted 
here, while observing the caution that each national system is in 
many respects ~nique and that future developments must certainly 
take into accoun~ previous patterns. Without a recognition of the 
actual problems on a national or regional basis, a general state
ment must also be an unrealistic one. 

It should be noted that the present summary refers to the inter
war period. The new governments in Eastern Europe have already 
introduced additional changes in land tenures since the close of 

•• The agrarian reforms have, for the most part, simply added another set of 
t~nure prindples to those previously existing, Althou~h quantitatively and quali
tatively of great importance, the lands affected by the reforms did not comprise 
the total territory of any state. It is necessary to bear tllese facts in mind in .Jew 
of the persistence o\ the oversimplified view that complete u~formity of land 
tenures exists since the reforms were undertaken. S~ for e-xample, "Land Tenure a 
Eastern Europe and Near East," ErocyclopoditJ of till Social Scinu:.,, 81 99-106. 
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the Second World War. The general direction of these changes 
seems to be similar to that of earlier reforms. 

The agrarian reforms that were introduced during and after the 
First World War in nearly all of the countries of Eastern Europe 
did not create a uniform property system but did tend in a com
mon direction: the spread of individual peasant proprietorship at 
the expense of large estates. Feudal tenures, with only minor modi
fications, had persisted in most of the countries until the time of 
the postwar reforms, and were virtually abolished or at least 
transformed to more nearly contractual tenancies by the various 
reform programs. Only in Poland, Hungary, and Albania of the 
Eastern tier of states do modified forms of feudalism Jlersist. How
ever, the permanent workers paid partly by allocation of land 
( deputatists) on some estates in the Baltic countries and Czecho
slovakia, as well as in Poland and Hungary, may also be regarded 
as having quasi-feudal tenures. Even tenancy is not widely preva
lent in most countries of Eastern Europe, the exceptions being 
nearly the same as those already noted in the case of feudal tenures. 
However, some share tenancies are to be found in all of these coun
tries, and cash tenancies also have developed to a limited extent. 
Share tenancy is most marked in the countries of Southern Europe, 
where very frequently the landlord is an absentee. The distribution 
of property is most unequal in Italy, Portugal, and Spain in the 
South, and in Poland, Czechoslovakia, and Hungary in the East. 

The development of tenancy in the Southern European coun
tries means that hired laborers are not extensively employed, 
although some estates in all of these countries are operated as units. 
The large estates of western Poland, western Czechoslovakia, and 
Hungary are operated as units with hired workers. The rights of 
these workers are protected by various legislative measures, which 
are also designed to stabilize employment relations in the interest 
?f a continued l~bor supply for estate owners. Nat~;~rally, the 
llllportance of h1red labor, and of special provisions for farm 
workers, in other countries varies in direct ratio to the persistence 
of large estates operated as units. 
• The bases for the utilization of land in larger units still persist 
1n most of the peas&nt economies. This is most evident in the case . 
of the comm~nal ownership. of :woodlots, meadows, and pastures. 
The old SlaVJc pattern of kinship ownership (by the z:a.druga) of 
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cultivated lands has not entirely disappeared in the South Slav 
states, and occasionally other forms of joint ownership occur. 
Collective ownership or tenancy by a substantial group of culti
vators is fairly common in Italy, but has received little acceptance 
elsewhere. Purely private and competitive organization of agricul
ture has been modified to some extent throughout the areas con
sidered by the organization of various types of cooperatives. 

The most common form of succession throughout Eastern and 
Southern Europe is the Roman Law system of equal division in 
kind among all heirs. Exceptions to this arrangement are to be 
found only in scattered areas that still follow old Slavic or Ger
manic practices, or in the provisions for particular types of prop-· 
erty rights, such as the entailed estates in Hungary and the fre
qu~nt temporary or permanent limitations on subdivision of land 
distributed through the agrarian reforms. Subdivision thrcugh 
successive generations, coupled with a scattering of cultivated 
strips originating in the feudal agrarian organization, has resulted 
in "parcellation" into tiny scattered plots. Few of the agrarian 
reforms effected any appreciable consolidation of plots,11 and 
indeed the reforms frequently parcelled out unified estates into 
scattered allotments. The principle of equality of benefits, common 
to the feudal agrarian organization and to most of the subs'equent 
institutional modifications, has thus often been served at the sacri
fice of rational productive organization. 

Were the quantitative data available, it would be helpful to 
know the comparative situation in various Eastern and Southern 
European countries 11·ith respect to ( 1) the distribution of prop
erties, that is whether a substantial proportion of agricultural land 
is owned by a stna~ number of individuals, or whether private 
ownership by cultivators is widespread; (2) the distribution of 
holdings, that is, whether the land is predominantly farmed in 
small units, or whether the area under the direct supervision of the 
cultivator is frequently very large; (3) the distribution o_f plots, 
that is, whether the holding of a cultivator is a single unified farm 
or a more or less dispersed group of plots. A system of private 
property in land owned by the cultivators a'id farmed as a unit 
represents only o11e combination of these variables,tfl.nd the com-

•• Some consolidation was accomplished later In Poland, but the proportloa of 
the aeattered holdings all'ectcd waa nry small. 
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TABLES 

Proportion of Agricu\tural Undertakings in Several Siz~-Groups 
and Proportion of Agricultural Land Represented m These 

Groups, around 1930" 

Percentage of Undertakings Percentage of Area 
Country 

5-10 10-50 OYer 50 1-5 5-10 10-50 OYer 50 1-5 
Ha-• Jla_ Jla_ HL Ha." Ha. Jla_ Jla_ 

Bulgaria• 417 .• 80.3 12.2 0.1 29.1 87.3 82.0 1.6 
C&eclloslonkla• 419.7 21.9 17 .• ].0 20.0 19.11 89 .• 21.1 
Estonia• 17.6 16.2 61.0 11.2 2.11 6.1 78.8 18.] 
Greec:eo 79.8 14.3 5.9 0.11 16.9 11.7 21.6 49.8 
Hungary• 67.7 17.8 18.8 1.7 ]4.6 12.0 22.1 111.8 
Italy-" 66.7 18.2 18 .• 1.7 17.5 18.6 • 26.3 .2.6 
Latvia' JU 19.11 57.7 7.1 2.8 7.8 64.6 25.3 
Lithuania• 18.6 27.2 au 2.8 8.7 18.9 67.8 Jli.J 
Poland• 64.2 24.8 10.1 0.11 ]4.8 17.0- 20.9 47.8 
PortugallO -· - - - 28.0 27.11 17.0 17.11 
Roumaniatl 711.0 17.1 7.2 0.7 28.1 20.0 19.7 82.2 
Spainll 78.11 8.6 10.6 2.8 18.8 7.1 111.0 59.1 
Yugoslavia•• 67.8 20.1 11.8 0.3 28.0 27.0 811.8 9.7 

• Albania Is omitted lu Yiew of the absence of data allowing even a rough estimate. 
• Holdingo under one hectare are excluded for lack of comparability. In some 

national atatisti.,. they are excluded entirely, In some they are given only If they 
luclude agricultural land, and lu some building plots are Indiscriminately grouped 
with garden plots and other small genuinely agricultural holdings. Although the 
exclusion meanl an understatement of the percentage of very small holdings, par
ticularly where such holdingo are numerous, the procedure followed aeema to be the 
only safe one. 

• Bulgaria, Direction Generale de Ia Statistique, ~"""""' BtatutiqtUJ d• 
Roya•m• de B•lga.U, 1989 (Sofia: 1939), p. 210. 

• International Institute of Agriculture, Tho Fird World ~grievltural c .... .,. 
(1930) (Rome:l939), Vol. II, p. 166. 

• International Institute of Agriculture, The Lalld To11vre Bydeml Ia Europo, 
Technical Documentation for League of Nations, European Conference on Rural 
Life, Publication No.4 (Geneva: 1939), p. 49. (Hereafter cited aa ECRL, No. •·> 

• Greece, Ststistique Gt!nt!rale de Ia Gr~e, ~IIIIUairo Btatutique do Ia Grice, 
19811 (Athens: [19361]), p. liB. The proportional area has been estimated from the 
number of holdings In each alae group. , 

• Baaed on data In Michael Kerek, "Agricultural Land Reform In Hungary," 
H•agmriaa QMrtnly, 8:471-480, Autumn, ]940. The data In cadastral yokes han 
been conYerted to hectares under the assumption of equal distribution throughout 
each of the original clasa Intervals. Since the number of proprletora tends to be 
concentrated toward the lower limit of each size-group, this conversion under
estimates to some extent the proportion of small land holders. 

1 Firat World ..fgricultural c,,...,., pp. 21'-2111. Italy has a large number of yery 
amall holdings (under 1 hectare), amounting to 811.5 per cent of the total number 
of holdingo reported, but accounting for only 2.1 per cent of the total agricultural 

·~· . 'ECR4 No.'- p •• 9. 
•Ibid. . · 
~ Distribution by numter from Poland, Ministry of Information, Collclae Stmtu-

eletJI Year-Boo.l:.,_l938 (Warsaw:l939), p. 63; distribution by area represents 1921 
data, from International Institute of Agriculture, ..f gricultllral Probloma i• Thw 
latoraatioaat ..f•poct, Documentation for League of Nations, International Eco
nomic Conference, May, 1927 (Genna:l926), p. 869, Sluce tbe latter figure repro-
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bination is somewhat rare in the areas under consideration. Where 
tenancy is common, holdings are much more dispersed than are 
properties!• Thus comparative data on the-distribution of hold
ings may be misleading concerning the relative economic inde
pendence of cultivators. Unfortunately, statistical data for the 
first and third of the comparisons noted above are very scanty, and 
international comparisons are impossible. It is possible, however, to 
compare the distribution of holding1 in various countries, anJ to 
interpret those data in view of the descriptive materials, given in 
Appendix III, on property and tenure systems. 

In Table 8 holdings are classified according to size and each 
group showno as a percentage of the total area and of the total 
number of undertakings. The data are represented graphically in 
Figures 17 and 18. The large proportion of the total undertakings 
that are very small (under 5 hectares) is marked in all of the 
countries considered except the Baltic States. In these small states 
unusual attention was given in the postwar agrarian reforms to 
the establishment of medium-size farms. Large estates were vir
tually abolished, but they were broken up into consolidated units 
of fair size. Neither tenancy (which would serve to increase the 
number of small holdings) nor parcellation (which would serve to 
offset the economic advantages of the medium holding) is wide
spread. The data by area indicate that in these countries the small 
proportion of the total land held in small units is not accompanied 

(Notes to Table 8, continued) 
sents the situation before the agrarian reform, the concentration of large holdinga 
Is now certainly smaller. Both figures apparently Include holdings under 1 hectare, 
not distinguished In the statistics. In the case of the area distribution the Inclusion 
of these small holdings probably offsets part of the overrepresentation of large 
holdings. 

10 No exact data on \he number or area of holdings by abe are available. It has 
not been possible to give even an estimate by number, except that the Portuguese 
situation Is certainly close to that In Italy and In Spain. The estimate of the area of 
holdings by size-groups Is derived from some very Imprecise estimates in: Portul','al, 
Ministere des Atfairea Etrangerea, L• Portugal IC 10a GCtiviU lcoaomiqiAI (Ll..
bon:1932), p. 81. 

u ECRL, No. 4o, p. 60. 
u Computed from data In J!!· Martines de Bujanda, "A~arlan Refo!"' In Spain," 

l•toraotional R•vi..,.. of 4gncult•ro, 24:113E-130E, Apral, 1933. Spaan has a •ery 
large number of holdings under 1 hectare, accounting for 76.8 per rent of the total 
holdings reported and 13.2 per cent of the area reported. Most of these are truly 
agricultural plots. 

11 ECRL, No. 4o, p. 60. 

•• This Is the normallceompanlment of tenancy, and Is only otfsA to the degree 
that large "entrepreneu~ial" tena?ciea are established that perbapa combine an
era! properties into a amgle holding • 

• 
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Figure 17. Dis tr ibution of the Number of Agricultural H oldings by S ize in Eastern 
a nd Southe rn Europe 

by a concentration of large holdings but rather by the predomi
nance of medium holdings.23 

Roumania, Spain, and Greece represent the opposite extreme 
with three-fourths and more of the holdings under 5 hectares in 
extent. \Vcre genuinely agricultural holdings under 1 hectare 
included, the proportion of small holdings would be even higher 

2a The da ta on the • ·is tribut ion of agricultura l holdings in the Ba ltic coun tries, 
as In all the others, supposedly excl udes area in fores ts, which is given separately 
In the nat ional sta t ist ic!.. H owever, it is qui te possible tha t part of the area listed 
aa "past ures" Is actually pastured woodland and therefore of fair ly low qua lity 
for ~trlctly agricultural use. 
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Figure 18. Distributi9n of the Area of Agricultural H oldings by Size in Eastern 
and Southern Europe 

in Spain, and Italy would rank in the highest group. The impor
tance of the large estates is indicated by the proportions of the 
total area held in large estates, which shows that in Hungary and 
Spain more than half of the agricultural a rea is held in units over 
50 hectares in extent. Greece, Italy, and Poland have just under 
one-half of the farm area so held. 

These indications of concentration of land hbldings in the hands 
of a relatively small number of enterprisers are ;ignificant in 
themselves, but do not adequately take into account the differences 
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in productive tJrganization. Thus, the proportions given for Hun· 
gary probably represent very nearly the distribution of proper
tiel, since small tena11cies are not common. The large estates are 
for. the most part operated as units, and therefore are statistically 
regarded as single holdings. On the other hand, the indicated pro

. portions of large holdings in Italy and Spain, and to a somewhat 
lesser extent in Poland and Greece, substantially underrepresent 
the concentration of property in these countries, since large estates 
are usually broken up into share or cash tenancies (with various 
degrees of capitalization and supervision by the landlord as 
reviewed in Appendix Ill). 

The large number of small holdings in Roumania, Bulgaria, and 
Yugoslavia does not represent extremes of property ownership, but 
rather the decided predominance of peasant farms. These are coun
tries of small holdings which are subject to successive subdivision 
.and further accentuated by scattering of plots. Only Czechoslo
vakia (except for the highly questionable proportions by area for 
Portugal) represents a fairly even distribution of area in each size 
group, although this is also offset by the fairly large number of 
cultivators who must share the area in the smallest group. 

The contrast between the economies where small holdings pre
dominate and those retaining numerous large estates is indicated 
also by the proportion of those gainfully occupied in agriculture 
who are landless workers. Available data allow comparison of the 
situation in ten of the countries here considered. •• As shown in Fig
ure 19, landless workers comprise over 20 per cent of the gainfully 
occupied in Italy, Hungary, and Portugal, whereas in Bulgaria 
they comprise only a little over 1 per cent. It is certain that Spain 
also should be included in the group having the highest proportions 
of agricultural employees; Roumania probably would be among 
the lowest, with Greece and Albania possibly in about the same 
position as that of Czechoslovakia and Poland. Clearly, employ
ment on any extensive scale for landless workers is confined to the 
re~Pons where large estates have been retained and operated as 
umts. · . 

The evidence deriving from the detailed review of tenure systems 
or from the general comparison of distribution of holdings allows 

16 Figure 19 II baaed on Tables 1-10 In Appendix III. COmparable data are not 
anUable for Roumanla, Albania, Gre~e, and Spain. "Land boldera" Includes 
ownen, tenanb, and oeeupled member• of their famlliea. . . 
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no single answer to the abstract question about th& relative effi
ciency or inefficiency of large or small holdings. Unquestionably 
some of the agrarian reforms have resulted in•more intensified and 
diversified agriculture in many of the Eastern European countries, 
and just as certainly in other instances their effect was to break up 
into tiny and uneconomical plots many farms large enough for 
rational cultivation. Yet the low level of productive technique on 
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Figuro 19. Proportion of Land Holders (Owners and Tenants) and Landless 
Workers in Eastern and Southern Europe 

some of the Portuguese and Spanish estates could scarcely be 
lowered by redistribution into smaller farms. The economic effects 
of possible organizational modifications are more fully discussed 
in the following chapter. 

Certain conclusions do emerge, however, from the detailed ex
amination of property and labor systems and from the statistical 
data on distributioh of holdings. • 

(1) In most of the countries under consideration a majority of 
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the cultivatars have holdings so small as to impose stringent limi
tations on the amount of income for the farm family, and this situ
ation is further accentuated by the difficulty of making substantial 
increases in capitalization. The small holder, it is true, can spend 
more time per unit of area at work adding to the value of his land, 
especially clearing and such construction as allowed by readily 
available materials. But since the produce from these small hold
ings will scarcely support the cultivator's family at the subsistence 
level, increased productivity through greater capitalization cannot 
be expected from the investment of savings. Moreover, the size of 
the farms limits the amount of capital that could be economically 
employed under any conceivable circumstances. • 

(2) Although in a few countries the very small size of the 
majority of holdings is partially a function of a highly unequal 
distribution of land-notably in Hungary, Italy, and Spain, parts 
of Poland and Portugal-· in Southeastern Europe generally it is 
a function of continual division of holdings resulting from a 
rapidly expanding population without many alternative means 
for support. The process of successive subdivision is generally 
facilitated by the rule of inheritance requiring equal division in 
kind among heirs, coupled with the reluctance or inability of 
peasants to secure even the limited number of commercial or indus
trial jobs. 

(3) Wherever a preponderance of small holdings is accom
panied by widespread tenancy, which is especially the case in Italy 
and Spain, the small returns from minute undertakings are fur
ther reduced by the rent in cash or kind payable to the landlord. 
Although the disadvantageous position of the tenant may be offset 
somewhat through partial capitalization, management, and pos
sibly marketing by the landlord, the landlords' contributions are 
often meager in the countries here considered. Ordinarily therefore 
the te~ant would benefit from a redistribution of property rights 
that d1d not at all affect the distribution of holdings. 

( 4) ~he position of the landless farm worker is relatively unfa
vorable m all Eastern and Southern European countries, but the 
problem of his support is most acute not in those countries where 
the ~rge estates occupy a large proportion of the agricultural land 
but 1n those co~ntries where the family farm is the usual agricul
tural undertaking. In the former countries the farm worker may 
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have little or no chance for economic improvement,•and may be 
placed in a position of complete personal dependency on the own• 
ers of estates or farms hiring workers. But hts security is consid
erably greater than that of the landless worker for whom there is 
but little chance for employment without migration or attachment 
to some more fortunate kinsman. 

(5) Finally, it is clear that the institutional organization of 
agriculture in Eastern and Southern Europe places strong struc
tural impediments to improved efficiency and increased produc
tion: the small size of holdings, frequently scattered in tiny plots 
and subdivided through inheritance; the difficulties of self-capital
ization; and, 'in some cases, tenancy arrangements that not only 
drain off part of the cultivator's returns but limit the initiative 
and ability of the tenant to improve his methods. 

These institutional considerations lead directly therefore to an 
examination of the economic and technological level prevailing in 
Eastern and Southern European agriculture. 

Economic and Technological Level. Evidence has been presented 
on the low productivity of agriculture in Eastern and Southern 
Europe, whether measured in ratio to labor potential, the popula
tion that must be supported by the product, or the land used for 
agricultural purposes. This low productivity of agriculture may 
indeed be regarded as suffiCient demonstration of the relatively 
poor economic organization and low level of agricultural tech
nique in Eastern and Southern Europe. It is worth while, however, 
to examine a little more closely the factors responsible for the 
observed results. 

Perhaps the outstanding characteristic of the economic organi
zation of agriculture in the areas under consideration is that of 
relatively low capitalization. This is especially clear in the case of 
liquid capital to be used in increasing production and improving 
market position through the use of commercial fertilizers, pro
vision for grading and semi-processing, and the like. It is less evi
dent in the case of relatively fixed capital, such as land, buildings, 
and farm animals!" Low capitalization of the latter variety is 
evident in the typically small holding managed by the cultivator, 

• 
11 See International Ipstitute of Agri.,tJiture, TA• C'apital aad lrvom• of Farru 

ia E-op• u Tla11 App•ar fro-ra lA• Farm .4cco••t• for tla• Yoar• J9t7-t8 U 
1934-$5, T«hni"al D~umentatlon for League of N atio111, European Conference 
on Rural Life, 1939, Publkatlon No. I (Geaena 1989). 
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and the low e~:penditure for irrigation, drainage, or other. methods 
of increasing the fertility of the soil. But very small ~oldmgs ~ay 
be overcapitalized in ratio to the area of land culhvated. H1gh 
fixed costs relative to product thus represent a constant charge 
against the output, and this is not offset by higher production. 
This situation may be seen clearly in the case of minimum equip
ment, and especially, of work animals. The peasant may keep a 
plow and an ox, without which he could not satisfactorily cultivate 
his plot. On the other hand, the plow and the ox could actually be 
used to cultivate a much larger farm than the peasant has at his 
disposal. In the case of the draft animal, the cost in feed is about 
the same whether the animal is working or not. In a purely indi
vidualistic organization the peasant cannot own one-third of an 
ox or one-half of a plow. In a sense, his fixed capital in equipment 
is too large because his capital in land is too small. This situation 
prevents the use of farm machinery with its lower cost of upkeep 
when not in use or the accumulation of any reserve!' 

Because of the small size of his holding and the virtual i!Jipos
sibility of adding to it, the peasant is not only unprepared to 
weather short-term crises, but may be forced to deplete his capital 
over a longer period of time. That is, far from increasing the pro
ductivity of the soil through use of fertilizer, he may steadily de
plete the natural soil fertility by attempting to get the highest 
possible yield at the lowest possible cost. Even slight diversifica
tion in the form of root and leguminous crops would improve soil 
fertility. But here one encounters some further characteristics of 
peasant farming in the European agrarian belt. In general, the 
level of agrarian technique is low, even for the difficult institutional 
and economic circumstances that prevail. Tools and equipment 
are frequently more limited and primitive than the economic situ
ation as such would impose. Plowing is sometimes too shallow, al
thou~h ~hat. must naturally vary with type and use of the soil. 
~u~t~vabon 1s !requently carried on without regard to the pos
Sibility of eros10n. Thus, long narrow strips of land (a function 
of property arrangements as previously noted) may be laid out 
U: ~:!, 'R. ~llanii!, "Conditions of Agricultural Cooperation In Yugoslavia and 
Syatema ~ E~~ a Cooperative System," Report to the Conference on Cooperative 
bour Oftlce us..J::jnAAgr~uit~rt· ".j London, 1948 (miMeo.]; International La
La~>.,..,. Bo~ 12.~ ~:2 ..... ~':.J Reform In Czechoslovakia," Intenooti<>nol 
-"• Chap. VllL . . ..., '1 and August, 111261 Doreen Warriner, op. 
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vertically on a hillside and plowed lengthwise for years and even 
generations. 11 In some cases, as in parts of Roumania, manure 
may be used for fuel, roads, and even pLrster, but rarely for 
fertilizer. In other cases the peasants understand the value of 
manure as fertilizer but have a small supply because of a small 
number of livestock. 

The effectiveness of soil utilization is ordinarily compared in 
terms of yields per area of land cultivated. A comparison of yields 
of five important cereals, sugar beets, and potatoes, discussed in 
Chapter II,•• shows that of the countries in Eastern and Southern 
Europe only Czechoslovakia ranks above the European average, 
whereas not 'bne of the countries to the north and west is below 
the European average. The countries with the highest yields (Bel
gium, Netherlands and Denmark) produce more than twice as 
much per area as the countries with the lowest yields (Greece, 
Roumania, Yugoslavia, and Portugal). The difference is even 
more striking if the value of total agricultural production, in
cluding livestock products, is related to the total agricultural 
area (converted to "arable equivalents")."' Again only Czecho
slovakia in the Eastern and Southern group of states ranks above 
the European average, and of the countries here excluded only 
Finland ranks below that dividing line. The inclusion of livestock 
products, as ~ell as other products of intensive agriculture, nat
urally serves to increase the disparity between the regions. Thus, 
expressed in index numbers (European average= 100), Portu
guese production per area is 47, the figures for Belgium, Switzer
land, and the Netherlands being 283, 371, and 377, respectively. 

It may be obj!cted that these distinctions are based in part 
upon differences in conditions of soil fertility and climate. The 
objection has considerable merit, particularly with respect to the 
sandy and infertile soils of some parts of Eastern Europe. On the 
other hand it is significant that the measures necessary to com-

•• See Louis G. Michael. .Agriettltvral 8""''' of E•ropo: Til• D•••b• Bariro; 
Part I, R•ma•ita, B•lgarita, a•tl Y•go1lavitJ, United States Department of Agri
culture, Technical Bulletin No. 128 (Washington: 1929); Warriner, op. eU., Chap-. 
V-VIl. 

•• See Figure 8, aod also Appendix I, Table 19. Coml'are W arrloer, op. rit., 
pp. 97-102. 

•• See Figure 9. Colllpare Karl Brandt, Tlto Roc....,trtJCtimo o,.W orld A grind
ftoro (New York: W. W. Norton aod Co., 19~), Chart I, "Zona of Iotensilf ID 
European Agriculture," p. 18. 
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pensate for natural disadvantages have not been taken.10 1\Iany 

·of the methods of soil conservation are relatively new, and fertility 
may be impossible to restore where the top soil is gone. 

The level of agricultural technique may be indicated by a 
measure that is largely independent of the factors of climate and 
soil fertility, namely, the proportion of cultivated land annually 
left in bare fallow. Although still requiring interpretation in view 
of institutional and organizational circumstances, the treatment 
of fallows is approximately indicative of effectiveness of soil util
ization. Fallow land, that is, that arable land which is left uncul
tivated or is planted only for grazing or green manure, may pro
vide either an effective method of crop rotation and preserv.ation 
of soil fertility, or an area not only withdrawn from productive 
cultivation but so managed that soil fertility is reduced in the 
process. Were adequate data available, the ratio between fallows 
of all kinds (including temporary pastures and green manure 
crops} and bare fallow (either left unplowed or plowed but ~ith 
no sown cover crop} would provide an excellent basis for compar
ing agricultural technique. But since the land utilization statistics 
lack comparability with respect to classification, the most trust
worthy basis of comparison is that of the proportion of arable 
land left in bare fallow.11 

As indicated in the final column of Table 9, the proportion of 
arable land left without any utilization is under 10 per cent in 
all countries of Northern and Western Europe, whereas several 
of the Eastern and Southern European countries for which data 
are available have more than that amount in bare fallow. The 
regional differences are somewhat less marked than on other bases 
of comparison; the differences are sharper with respect to the 
less comparable but more complete data on total fallow. A few of 

00~
0 ~early, u Indicated by previous discussion, technology In the narrow sense Is 

ehan • ;"'10 •~ategle fador. Limited eapltallzatlon prevents otherwise possible 
beto!"!o n lro u~tlve okrganlsatlon, whereaa lack of diversification as pointed out 

11 So n nueat 
1
o rna e low erop yields of critical Importance ' 

me eoun r ea provide data only on ba f 11 h ' h only for total fallow 1 T b re a ow, w ereas ot era give figures 
that &dually eompri~ ~nl; ~e 1 ~0 1~tten;pt was made to rectify those total ftgurea 
total ftgurea on other ground:~. ~n~~~t~di•;:;, of the lack of eomparabUity of the 

It should be noted w1th res d to b a ve. 
further eultlva'don Is likely ~be lth are fallow that the effed on soli fertility for 
"rest" eon tributes little to 1011 f e rtlf~ "tutral or llegatlve. If left unplowed, the 
exhaustion. If plowed but 1101 10..,0 1 Y ut rather only postpones the time of 
be more thaD olfset by •--L•- n, the possible advantage tbrougb aeration may ..........,, or erosion. 
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TABLE 9 

Proportion of Arable Land Lying Fallow iv Certain European 
Countries, around 19351 

• 

I Total Arable Total Fallow- Per Bare fallow 
Retrlon and CoaniJY In Hert&ra In Hectares Cent In Hectarea 

N ortlaena and W ''''"' 
Europ1 

Austria 1,977,1!88 1~2.992 1.'( 17,864 
Denmark 1,831,601 87,864 2.8 15,782 
England and Wales 8,672,796 ll6,418 8.2 ll6,418 
Finland · 2,1!13,403 M2,372 6.1 132.372 
France 21,134,026" 1,713,000 8.1 1,713,000 
Germany • 19,395,924 628,167 2.7 160,308 
Luxembourg llO,ll10 4,782 4.8 2,681 
Nether Iandt 960,651 2,016 0.3 2,016 
Norway 823,760 6,120 0.6 1,120 
Scotland 1,203,261 6,641 0.1 11,641 
Sweden 8,734,89~ 241,284 6.5 -

Total: Northern and ~6,860,321 2,961,636 u 2,193,40:1 
Western Europe 

Ealtern and Sout/aona 
Europ• 

Albania 806,018 '1'6,50~· 23.0 81,208" 
Bulgaria 8,606,28~· 445,781 12.4 299,1124 
Czechoslovakia 6,848,814 88,205 1.5 88,201 
Estonia 1,073,109 117,321 16.5 -
Greecet 2,006,066 637,292 27.8 -
Hungary 5.604,603 131,272 2.8 181,273 
Italy 12,732,977 2,128,844' 16.7 1,328,531' 
Latvia 2,121,600" 273,000 18.0 232,200 
Lithuania 2,697,390 896,830 14.1 -
Poland 1R.557,130 1,6.~9.792 8.8 1,376,615 
Roumanla 13,666.102 ~38.609 8.9 638,609 
Spain 15,769,862 4,992,1197 81.1 -
Yugoslavia 7,483,947 458,478 8.1 458,478 

Total: Eastern and 91,696,103 ]],906,479 13.0 4,714,637 
Southern Europe 

Total: of Countries 148,1!56,42 .. 14,868,135 10.0 6,908,039 
Considered 

• Not Including rotation meadow (for bay or seed) and feed crops. 
'1986. 

Per 
Cent 

O.t 
u 
8.3 
u 
8.1 
0.8 
2.4 
0~ 
0.6 
OJI 
-
4.1• 

20.0 
8.8 
u --
2.8 

12.0 
10.t 
-
'1'.4 
8.8 -
8.1 

8.'1'• 

6.6" 

• Computed from the total arable land In those countries for which the amount of 
land left In bare fallow Is given. The regional and general totalo used therefore 
differ from the figures given In column 1. The net totals are, for Northern and 
Western Europe, S3,12~,426; for Eastern and Southern Europe, 70,1<67,476; eom
bined total, 123,272,902. 

d Rough estimate based upon data In Dalib Z&Yalanl, D;. laatlwirucluJflliela .. 
Vorlaiiltni.,, dlbani,.. (Berlin: Parey, 1938). ' 

• Total fallow lnclud .. "other waste areas of arable land." Bare ~allow Includes 
this eategory, plus one-half of ather fallo- undifferentiated In the IDnrce u 
between bare fallow and 1!1'~ fallow. 

1 UDiess otherwise tpeclded, based npaD data In International InsUlate of Agrt
<» 
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the countrie, in Eastern Europe rank as well as many Western 
European countries, and ?etter than s_of!le·. The low ?r~portion 
of bare fallow in R;>umama, Yugoslavia, and Bulgaria u prob
ably due to the preponderance of very small holdings that barely 
support a peasant family if nearly all available land is planted 
year after year. It should be noted that the low proportion of bare 
fallow in these countries is not accompanied by the types of crop 
rotation that would preserve fertility, such as the planting of 
legumes. These same considerations apply to a lesser degree in 
the cases of Poland, Czechoslovakia, and Hungary, where more 
intensive agricultural methods are used in some districts, and 
especially on some of the large estates. However, thE: small holders 
are in a position similar to that of the peasants in Roumania, 
Yugoslavia, and Bulgaria. Other areas in the East and South, 
probably including many countries for which data are not com
plete, not only have low yields but leave much of the cultivable 
land without productive or protective crops. 

The comparison of effectiveness of land utilization raises still 
another question, that of product diversification. The customary 
view of peasant self-sufficiency would lead one to expect a diversi
fied type of subsistence farming. The small domestic markets in 
many of the states here considered, together with poor marketing 
facilities and inadequate means of storage on the farm, would 
sec;m t~ confirm this view. Yet one-crop commercial agriculture, 
ch1efly m the form of extensive cultivation of grain crops, is actu· 
ally the prevalent mode of farm production ... 

(Notes to Table I, <ontlnued) 
eulture, lnltl"ftalioMI Y tarbool; of dgrietdlural Blalillicl 1937-M (Rome:l938), 
pp. 20-IM; data for 19Sll. ' 
A 

1 Fl~re for. total arable land, from Gree.e, Statlstlque Gt!n~rale de Ia Grke. r.:""G" Btotutlquo do Ia Gric1, 19Sll, p. 108; 1929 data. Figure for total fallow 
0 : M eorgea Servakls and C. Pertountzl, "The A!!,'rarlan Policy of Greece," In 
.,;Ill· Corgan, ed1 Agricultvral By•l•m• of Middle Europo (New York: The Mac-

an 01 198S), Chap. IV, p. 144; 1929 data. 

"Obviously agriculture In E t d S h voted to cereal d . H as ern an out ern Europe Is not exduslvely de-
small proportlonp~ l~ctt~ncl, o':ve¥ the low diversification Is evident from the 
<ountries exce t Esto;.es L pr uc s in total agricultural production. All of the 
average, whk~ Ia 59 8';;.r atvli ~';:!Czechoslovakia rank well below the European 
elusive of the <ount~iea no::' 1 range in Eastern and Southern Europe, ex• 
Northern and Western Europ' (~~per cent, while the range in countries of 
pendlx I, Table 17.) ll"or a :ne exlc us ve of France) Is 71-98 per cent. (See Ap
rope, see 1nt .. natlonal Instifut:a f ~rv? tf the extent of diversification In Eo• 
Crop Produetio,. Btockrain ..:; R gr cu lure, Conditin,.. and Impro11omonl of 
League of Natlo~s, Europe:: Co f "rallndtulri.,, Technical Documentation for 
(G~evar 1939)1 League of N:u:~~on Rural Life, 1989, Publications No. f 
Crv.,, PubUcaUo111 1981 II B 13 (Gs, <onomlc Committee, Tlw 4gricvllvral 

• " " enevar 1981 ), VoL L • 
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The explanation for this seemingly anomalous sit\lation is two

fold: (1) In the historical shift from nomadic livestock produc
!ion to settled agriculture, cereal growing •became increasingly 
1D1portant as a means for supporting a growing population by a 
high food yield per unit of area. (2) This trend became accentu
ated in the development of a commercial or market economy, with 
a steady rise in the demand for manufactured products in the 
virtual absence of domestic industry. Thus, crops are grown that 
will get a ready and convenient sale in domestic and international 
trade and at the same time provide the bulk of the cultivator's 
own food supply. Failing rapid transportation or the capital for 
domestic proeessing, the market organization is necessarily geared 
to the handling of cereals, although more recently such industrial 
crops as oil seeds and soya beans have been developed. Livestock 
and horticultural products require a convenient domestic market 
or rapid transportation to foreign industrial centers. 1\Iany in
dustrial crops tend to be too bulky for economical transportation 
to foreign centers and must chiefly depend upon local processing 
or at least semi-processing. 

Now this general situation means that the peasant's ability to 
intensify production is limited by lack of capital, and that product 
diversification would be at the expense of what little marketable 
surplus he has to exchange for manufactured products.•• Alterna
tive ways of escaping this economic straitjacket are reviewed in 
the following chapter. At this point it is clear that the institu
tional framework, the economic organization in productive enter
prise, and the level of agrarian techniques provide a closely woven 
net of restrictions upon increased production in agriculture.l\Iore
over, these circumstances have further ramifications in the whole 
character of social life. 

Further Implication• of the Agrarian Situation 

The consequences of the demographic and economic circum
stances prevalent in Eastern and Southern Europe are many and 
far-reaching. It is clear, for example, that the agricultural popu-

11 In Isolated lnstancea political policy hu been directed toward solution of tJu. 
difficulty by limiting the effective demand for manufactureil product& through pro
hibition on aalea In ....-&! areas. This waa attempted for a nu.,..,r of yean In 

. Serbia. See Mijo Mirkovi~ "The Land Queation In Jugoal&Yia,n TA• Bla'IHHiil: B.-
ll'ino, 14• 899-402, January, 1936. . 
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lations must have a low level of living u compared with farmen 
in other secti~ns of Europe. This can be inferred from a markedly 
low per capita prod\lc:tivity. Although a low level ?f living alone 
nuld lead by implication to certain more spec:1fic aspects of 
pe•sant life, the latter are of course partly the concrete results of 
the partic:ular characteristics of the agricultural organization 
from ..-hich the peasant's income is derived. Thus, dietary and 
nutritional studies indicate not only that diets are poor (u might 
be expected from poverty in general) but that this is partly the 
result of lack of diversification in agricultural production. The 
peasant's diet normally lacks precisely those protective foods 
..-hose production and sale, given adequate marketoarganization, 
would increase his general income." Similarly, housing facilities 
reflect not only a low le,·el of living, but also a distribution of 
property rights and holdings that places even building space at a 
premium ... 

The low level of living of the agriculturalist in the non-industrial 
states 1ru accentuated by the pric:e differential between the peas
ant's income from agrirultural produce and his outlay for manu
factured products. This arises both from the small domestic 
market for agricultural products and from the small supply of 
manufactured goods produced by domestic industry ... 

Under the institutional and organizational conditions previ
ously outlined, the dynamic situation gives little ground for op
timism ..-ith respect to the future economic position of the EMtern 

"Iaterutlonal Jastitute af Aplrultare. 814tutk• of Food ProdKiion, Coa
... ptioto .. , Prku, D«ummtatioa for uague af Nations, Mixed Commltt~ oa 
tbe Problem af Nutritioa (The Problem of Nutrition, Vol. IV), Ualflle Publica
tiona lllat. II. B. I (GmeYa1 1936); U.gue of Natlon1, Health Commit~, Rnr12l 
bie14rk• fa Eruop., Docwomtatlon for European Cont'ermce on Rural Life. 
113f, Publications No. 28 (GmeYa1 1939) 1 U.gue of Natlono, .Mixed Committee 
• tbe Problem af Nutrition, TA• R•latlcno of Nntrltlcno 14 Hoaltlt, Agrk.ltnro, 
..d E...._ie Pollq, PhuJJ R.,.arC, Ualflle Publlcatlona 1937. II. A. 10 (GmCYac 
1931); P.f:- McDou~JI, "Nutrition and European Asrlcultare," Tit• Ad""'""" 
..., of Bt:NWU, I• 136-139, July, 1842; Warriner, op. eit~ pp. 88-911 Eeonomlo 
D-top..., Ia B. B. ll•ropo, Cbap. I, "Nutrition," and Appmdlx tablet on PP• 
132-137. 

11 Rural hoaalnlf Is n"er~ In ~ aeYnal "Natlnnal .Monographa" prepared for 
tbe Eu~a Confnmce on Rural l.lfe. See a lao Worrlnn, op. ell~ pp. 91-115. For 
tbe altaatJOa In lt&IJ, - Carl T. Schmidt. Tlu Plonglt awd t/11 SVJOrd: Labor, !:",· ..d P,.,..,.,, Ia Ftucl6t 11411 (New Yorkc Columbia llnlYeraltT Preoo, 

, pp. 166-lllt • 
..=;';:Colin Clarlc, tr.. Coadltiou •f B•onomlo Progr111 (London I Macmillan 
N~ ~"hap. VII, "The ProductiYIIT of Prima.,. Jnduotry"l J.ealflle of 
lL 8 12 ("-- lc Comm•ttee, Tlu .4grk.lt•riJI CrYu, Leapa PubllcatloJU 1ga1. 

• ._.....a1 lfr.ll, 2 YOlo.), 
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and Southern European peasant. The widespread. prevalence of 
high indebtedness relative to assets and income indicates not only 
that self-capitalization in agriculture is l61w, but also that far 
from accumulating capital the peasant is frequently in the posi
tion of steadily depleting his resources and of borrowing to post
pone the time of complete insolvency. In fact, whether the capital 
depletion takes the form of soil exhaustion and obsolescence of 
equipment or the form of growing indebtedness, it is clear that 
the process may be a spiral escaped only by capital originating 
outside of the agricultural organization. 

Again, the previously noted restrictions on increased produc
tion result in the perpetuation of inefficiences. Even if one could 
assume an inherent dynamic toward improved technology and in
creased production, which is not at all uniformly true of agrarian 
economies, the network of institutional and organizational limita
tions would stringently restrict economic rationalization. This is 
not to say that no significant changes have taken place during the 
recent past, or that no changes may be predicted for the future, 
but only that, with significant exceptions, the pace of change is 
slow and the results in any generation may be minor. 

The Europeal\ agrarian economies are unavoidably involved in 
competitive world markets for agricultural produce. If the means 
can be developed for distributing food products, improved stand
ards of nutrition might expand the market for the products of 
ag•·ieulture. Without new types of distribution the inelasticity of 
the demand for and supply of agricultural products places these 
economies in a steadily worse competitive position in comparison 
with the industrial countries and those agricultural countries with 
a more diversified production. This situation, coupled with the 
growing ease of communication that allows comparison with con
ditions in more prosperous areas, means that the economic dis
advantages imposed by existing circumstances tend to increase at 
the same time as they are increasingly recognized. If a problem 
with respect to relative economic position in Europe now exists, 
its proportions are likely to grow in the absence of fairly funda
mental change in economic organization. 

This conclusion is given greatly added emphasis by the demo
graphic situatioJt. Nearly all of the agricultural regions here con
aidered have a labor supply greater than can be fully employed 
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under existing conditions. Where the worker is landless, u ia 
notably the case in Hungary, the result ia O\'ert unemployment; 
where the worker has. a small plot of land, "hidden" ~nemploy
ment ia widespread. The population of these areu, and t1 fortiori 
the farm population, ia increasing rapidly so that there are stead
ily more people to support within a system 11·here both labor de
mand and productive organization are stringently limited." 

The summary, "too many people, too little land," ia no mean
ingless phrase when applied to Eastern and Southern Europe .•o 
long u the level of popular aspiration ia high and rising, and the 
mel!DI for fnlfi1lment eft'ectively barred. The following chapter 
examines some alternative solutions to the problemJ that appear 
from a review of the agrarian situation • 

.. Ia additloa to Noteste!D and Otben, op. ril., - Radolf Bllanll, •&ceu 
Poptalatloa.• ru .fd• •• ...., of BrinN. •• Jtl-lU. July, 1N2. 



CHAPTER IY 

OUTLOOK FOR ECONOMIC DF.VELOPl\IENT 

IN THE preceding chapter the basic elements in the agrarian struc
ture and the problems of supporting a large and growing agri
cultural population were o~tlined. It is this relation of population 
to productive capacity which forms the central problem of this 
study. Changes in the observed population-product ratios may 
obviously be approached in two ways: increase the product or re
duce the population. These alternatives are examined in this chap
ter with ref~nce to the expansion of agricultural production and 
the possibilities of demographic solutions. But production also 
includes industrial output, and therefore the prospects for indus
trialization are discussed as a possible solution to the population
product ratio. 

Agrarian Change• and Their Limit• 

The analysis of agricultural structure in the peasant economies 
as developed in the preceding chapter indicated a number of 
points at which the agrarian organization is poorly designed to 
foster production. Part of these barriers are institutional and 
thus intimately bound up with other institutions and with social 

·values. If the means for directing social change are disregarded 
for the moment, the immediate problem then becomes: what con
ceivable changes in those institutions most intimately connected 
with agricultural production (chiefly property and division of 
labor) could be undertaken with results favorable to production? 
It is also propeli to inquire what changes might be made on the 
strictly organizational or technical levels that, within existing or 
changed institutional arrangements, would increase production. 

Imtitutional .Modification. Contrary to a supposedly common 
pattern of social change, the institutional structure in Eastern 
Europe has undergone more rapid change than has the technology 
of production.• This is especially evident in the case of land tenure, 

1 This Ia an excellent demonstration of the falsity of the thesis that technologlcod 
changes are the primary determinants of soda! change. Actually, as the conclud
Ing section of the preceding chapter emphasized and as the discussion In the fol
lowing chapter will pflint out In greater detail, technological chlnges are always 
limited by the prevailing Institutional and nluational system. Where rapidity of 
technological change and Its resulting social transformations have been most In 
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which has und~;rgone numerous changes in most of the atatea of 
Eastern Europe. 

The modifications ef tenure systems provide some basis for 
judging the e1recti,·eness of land reform as a mca~s of i~creasing 
agricultural production. Although the reforms d1ffered m scope, 
specific provisions, and prevailing circumstances, some general 
characteristics of the several programs need emphasis. Changes in 
the distribution and tenure of land represented certain goals of 
public policy that took precedence over existing property rights. 
Those more desirable goals were occasionally nationalistic or nar
rowly political, but always aimed at a more nearly equal distribu
tion of the means of production. The goals sought cerrespomled 
with the private interests of the individual peasants or workers 
who demanded land, and indeed these claimants provided the chief 
source of political pressure for reform legislation. ],. no ctUe, 
hmrewr, u there any evidence that aJa oveTall increa1e in agricul
tural production 1m1 tJ primary goal of the irutitutional changer. 
In other words, the purpose of the agrarian reforms was that of 
an increased national income only to the extent or under the special 
circumstances that the greater total production resulted from 
peasant proprietorship. The same point may be put more simply: 
the purpose of the reforms was to distribute wealth rather than to 
produce it. If the resulting increase in the economic returns to the 
peasants benefiting by the reform was purchased at the cost of a 
decrease in the total productivity of the land, the result must be 
regarded as incidental and not as defeating the purpose of the 
reforms. This point has usually been missed in the various analyses 
of the results of the reforms. • The purpose of the reforms also 
accounts for the fact that, despite extensive changes, some of the 
features of the property systems providing the most serious bllr
rien to "rational" agricultural organization were not touched at 
an in the reform programs. 

That past land reforms were not primarily intended to increase 
production need not prevent an examination of their actual effect 

~namely, ID Weotern lnduatrlal IOCiet:r, the lnatltutlonal a:yatem and -lal 
nlaa h..,e been J>«UUiarl:r faYorable to ~onomlc npanalon. 

1 A aotable nerptlon Ia J11'01'lded b:r DaYid Mltrany, whooe c:omprehenoiYe anal• 
:rail of the raulto of the al!'rarian refoi'IM In Roumanla emphulaea throughout thl 
IOdal and polltiLal puT'(IOiel of the refonna, at the frequent• .,.crlllce of produrllva 
Mlflftutlon. See hla TIN Lu4 aa4 tiN P~~Uaat 4a .Rvm.,.la (London• Humpbre:r 
Milford, Oslord VDinnlt:r Preaa, 1930). 
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on production. The economic history of Eastern E1,1rope has been 
marked by agrarian reforms and demands for reforms to such an 
extent that the formulators of future polioy may attempt to in· 
crease prosperity by division of capital in land. Another series of 
land divisions would naturally have the support of every peasant 
with a holding smaller than the average, and is likely to be re· 
garded by that peasant as a solution preferable to unfamiliar 
methods of cultivation or unfamiliar avenues of employment. The 
most obvious solution for "land hunger" is more land. 

The economic results of previous reforms may be viewed most 
readily in terms of the relative advantages of large and small 
farm undertakings under various conditions. Since the whole 
tenor of the reforms was the establishment of small undertakings 
at the expense of large ones, the problem is one of relative produc
tivity in view of the particular circumstances. The conditions that 
apply to all of the Eastern and Southern European countries in 
somewhat varying degree may be stated in general terms: an 
agrarian economy with little industrial development, a small in· 
ternal market, and meager market facilities.• 

Under the conditions noted certain features of the shift to small 
farms owned by cultivators are especially significant for the pro· 
ductive economy as a whole. · 

The needed capital is higher, relative to area, for small farms 
than for large ones. However, as pointed out in the preceding 
chapter, this higher capitalization is predominantly in the form 
of buildings and equipment and is not necessarily fully utilized in 
production. Thus the large holdings tend to yield a greater prod
uct per unit of capital by more nearly maximum utilization of 
work animals, equipment, and buildings. The land reforms ordi
narily resulted in an increased capitalization of agriculture with
out commensurate increase in production. • Thus, even in those 

a These conditions apply wlth least forre In Czechoslovakia, Greece, and Portugal. 
• See Otto von Frangel, "The Agrarian Reform In Yugoslavia," lntenaatio....Z 

RerrieiJJ7 of Agriculture, 23: 186E-197E, May, 1934; Doreen Warriner, Economic• 
of Petnant Farming (London, etc.: Oxford University Press, 1939), especially 
Chap. VIII, "The Advantages and Disadvantages of Peasant Farming." Mitrany 
(op. cit, pp. 228-418) notes that In Roumania the large estates were greatly under
capitalized before the reform owing to the form of tenancy whereby the burden of 
capitalization was mainly borne by the peasants. As elsewhere, the reform did not 
result In keeping the dldsting supply of work animals and equlpRt:nt with greater 
utilization but rather In adding to that supply for the cultivation of the small 
allotments formed from the expropriated estate& 
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c:a.ses where the small fanns could show a higher productivity per 
acre, they usually had a smaller net return.• 

The drain of fixed costs normally prevents liquid capital ac
cumulation on small farms, whereas the operator of the large 
estate may be able to increase his product through greater invest
ment in variable costs such as fertilizer, while deriving a higher 
unit yield from his livestock and equipment costs. In these circum
stances accumulation of liquid capital is more likely on large than 
on small agricultural holdings, and this conclusion is generally 
supported by the evidence for Eastern and Southern Europe. 
However, it should be noted that if the peasant has any savings he 
is more likely to convert them to capital than is the absentee land
lord who maintains a different level and pattern of expenditure. 
Many estate owners in Hungary, Spain, Portugal, and Italy have 
failed to accumulate capital both by reason of inefficient use of 
existing capital and by reason of ''living up" any surplus." Owners 
of email plots, on the other hand, either have no savings, or under 
exceptionally fortunate circumstances invest eavings in more land 
for extensive cultivation. 

The small holder is ordinarily expected to utilize his land re
sources more intensively than the large operator. In the peasant 
economies the small land areas would seem to require intensive 
use. But intensification means partly diversification (especially 
the growing of labor-intensive crops) and partly increased cap
italization. Actually, little intensification resulted from the divi
sion of the large estates through the land reforms,' because the 

I There t. no Intention here of arguing an abatrad eaae by the lncluolon of "'abor 
_.. that aduolly ttpraent the work of unpaid family "'orkera. The colla of 
draft animala, equipment. and minimum lnstallatlona are genuine rhargea agalnat 
the ronaumable or marketable produd uailable to the peaaant family. 

• Warriner'a rlaim that the praaant t. more likely to arrumulate rapltal (op. ell., 
pp. 161-IIK) t. tbua true In a •ery aperlal ad of rlrrumatanrea• a aituatlon allow· 
lng the amall rultlntor an appropriable aurplua to reinnot while eatate ownera 
maintain a "'eesure rlasa~ lenl of ronsumptlon. In the adual aituatlon In Eaatem 
and Southern Europe the peaaant'a I&Yinga, If any, are likely to take the form of 
debt retirement. whereu many peuanta operate at a nd loll and eontlnue rultl• 
Yation by lnrreulng their lndebtedneaa. W arrlner gina no eYidenre to aupport her 
blunt uaertlon that large agrlrultural enterprlsea do not easily arrumulate rapltal. 
See also P. Lamartine Y a tea and D. W arrlner, Food and Farming Ia Pod-JY,.,. 
E•ropa (London, ete.s Oxford Uninralty Preal, 1948), p. fK. The role of rapltal· 
IItie arrlrulture In lar,.., operating unlta Is murh more arrurately uaeaaed In Carl 
Brinkmann, ML~nded Estalel," Eacyel<>p•dl4 of th• Borial B.Uac11, 81 140-148. 

r E...,.pt Ia Estonia, LatYia, and western Czechoolonkla, where the olze of the 
land gr111ta UJd fuorable market altuatlona did footer ao latenolye rultlvatlon of 
lloldlnp. 
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organization of the agricultural market remained geared to cereal 
product~on. However, in some areas of Southeast Europe there 
was a shift from wheat to maize cultivation and thus a greater use 
of ~abor. Alt.hough in.all of ~he countries affected by reform legis
laban there IS some shght evidence of increased intensification fol
lowing the land reforms, it is difficult to establish that the in
creased production of root crops and livestock products was 
actually due to the extension of peasant proprietorship, except as 
a result of increased draft animals. Indeed, the initial effects were 
almost universally a decline in yields, and in some cases the sacri
fice of intensive rotation systems possible on larger farms. Live
stock increaSes were largely in draft animals and not in stock 
yielding marketable products.• The fact that more labor can be 
expended per hectare of land in a small holding does not mean 
that all available labor could be efficiently used even under condi
tions of a market favorable for labor-intensive crops, and in the 
absence of those conditions the availability of more labor than is 
necessary for extensive cultivation may, and does, prove more of 
a handicap to increased production than the contrary. 

The question for the future is whether further changes in prop
erty distribution in the peasant economies would increase the eco
nomic well-being of the individual peasant or increase the total 
agricultural product. (It must be noted again that the two results 
are not necessarily the same.) It would appear that in most of the 
Eastern European countries the holdings are already over-small, 
with few if any large holdings remaining to be divided. The prob
lem in these areas with reference to both of the objectives noted 

1 The most acrorate and eomprehenslve aurvey of the result. of the Eastern 
European land reforms Is given by Karl Ihrig, "Les resultau des reformes 
&!!ralr.s d'apr~s-guerre," Journ<JI do lu 1ociJII hongroil• d• 1tati61iquo, 12: 405-
466, 1984.. Mltrany, op. eit~ provides the most ln.tensive study '!f the effects of the 
reforms within a single country; for a Je<S detatled but essent:ally eomplete anal
ysla of the Yugoslav reforms, see Frangd, loc. cit. See also Warriner, op. cit~ pp. 
140-I67; Yates and Warriner, op. cit., pp. 67-70. Numerous studies bave noted that 
small holdin!!S In Hun!l'arv have smaller yields and In general less Intensive culti
vation than the large estates. For example, see A. K<irmendy-£kes, "Big Estates In 
Hungary," Hunguruu• Quartorly, 8: 43-68, Spring, 1937; Ladislas Liptak, "Dea 
possibilities de )'agriculture de falre vivre les habitants; analyse statistique en 
~gard l Ia repartition des proprietes," Magyur Statilzlikui S:oml•, 16: 612-621, 
July, 1987; Louis G. Michael, Agricultural SunJt'!l of Evropo: Hungary, United 
States Department of Agriculture, Technleal Bulletin No. 160 (Washington: 
1980), pp. 12-16. It Ia not, however, neeessary to conclude with K<irmendy-£kes and 
Liptak that a division gf the large Hungarian estates would decr'Y'se production, 
alnce the large estatea have In ll'"neral better soils than those In lhe small plots, 
and the latter are too small for elfeetive cultivation. There are scareely any 
medium-alae boldlnifl In Hun1ary to compare with larre and very small holdinJIL .. 
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above is to &eC\lre a reversal of the process of successive subdivision 
of holdings. In those Eastern European countries where large 
estates remain (chiefly Poland, Hungary, and Greece), a division 
of land among present employees and neighboring small holders 
1rould certainly give temporary improvement to the position of 
those directly benefiting by the distribution, but possibly at the 
further sacrifice of total product. If the goal is to maintain or in
crease production while achieving some more "equitable" distribu
tion, reforms should be undertaken with both goals as criteria 
for determining procedures to be followed. A simple division of 
Hungarian estates among all landless claimants would probably 
sacrifice productive capacity, and might not materlally improve 
the position of the recipients of small plots. Where the land is best 
suited for continued extensive cultivation, as seems true of much 
of the Hungarian Plain, some form of cooperative or collective 
cultivation may be a change better fitted to utilize productive 
capacity than an over-zealous division of estates into falsely in
tensive plots! 

Where the previous land reforms resulted simply in a change 
of tiUe from landlord to tenant without division of the holding, 
the position of the cultivator was clearly improved, while produc
tivity also increased through removal of drains upon the peas
ants' resources and the removal of restraints upon initiative and 
product structure. Similar results would appear probable wherever 
absentee landlords control large estates, which is very common in 
the countries of Southern Europe. However, where capitalization 
by the landlord is heavy, with unified control of productive tech
nique and of marketing (these conditions prevail on some Italian 
estates), division on a purely individualistic ba;is would probably 
decrease the product. In these as in other cases, if the goal is in
creased production the possible institutional modifications should 
be restricted to those giving some reasonable chance for success. 

The rational exploitation of peasant holdings now in small and 

• Tbls Ia at nrlanre with thel'.roposala of Yateo and Warriner, op. eil., p. 69, 
wbo - adnntagea in peaaant anna dnoted to lntenalve llveatMk raising, ouch 
aa a maize-end-hogs mmbinatlon. Whatever the type of ownerablp. production 
would eertainly be Increased by proper crop rotation Including an lncreaoe In 
iepmlnona C<?pt for fodder. However, parta of the Jiungarlan Plain are ad· 
mlrably 111ited to large-acale cereal eultlvatlon, and lnolatence upon omall-ocale 
enterprises In u-e conditlono It certainly "doctrinaire" (a complaint of then 
aatbon about collectlvlaatloa). 
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scattered plots would seem to require institutional modifications 
of a charact~r quite ~iffe~ent from the main direction of previous 
reforms. It 1s consohdabon rather than further scattering, in
c:eased ~ather than re~uced size, that would allow greater produc
tive efficiency and an mcreased product per capita. Scattering is 
a problem that the peasants of Belgium, France, and Switzerland 
share with the small holders of Eastern Europe. The experience 
in all of these areas indicates that the peasant grumbles about the 
inconvenience and inefficiency of his land arrangement, but is 
deeply suspicious of any attempt to consolidate, since he has 
various emotional attachments to particular plots and is moreover 
afraid of getting a bad exchange. Strong governmental measures 
are probably required for consolidation if it is to proceed with any 
rapidity and uniformity.'" Although the chances of success of 
such a program might be increased by the extensive dislocations 
of people and property rights during the war years, the anxiety 
of the peasant to retain or regain "his own" in a highly specific 
sense is not to be overlooked. Since scattering of holdings is con
stantly increased by equal division in kind among heirs (which 
usually means an equal division of each kind and quality of 
land), no very profound or lasting effects of consolidation could 
be achieved without prevention of subdivision below a minimum 
level. Those who argue that equal inheritance promotes subdi
vision only to an "economic minimum" and is offset by unrestricted 
competition and the emergence of unified holdings through supe
rior competitive efficiency,11 are assuming conditions that actually 
do not prevail in the agrarian economies. Notably, they assume 
erroneously that "superior competitive efficiency," even on a tiny 
holding, will result in sufficient capital accumulation to buy out 
the less efficient cultivators, and they assume alternative economic 

10 Of the European muntrles where extensive agrarian reforms were under
taken after the First World War, only Poland also undertook to mnsolidate scat
tered plots. Between 1919 and 1938, 869,000 holdings mmprislng an area of 
1,428,800 hectares were mnsolidated. This was somewhat less than half of the l<?tal 
area for which eonsolidation was planned. (See Poland, Ministry of lnformataon, 
Con.Uo Btatiltical Yonr-Rook of Poland, September 1939-June 1941, p. 82: Inter
national Institute of Agriculture, The Lnnd Tonvro By1tom1 in Europo, Technical 
Doeumentation for League of Nations, European Conferenn: on Rural l.ife, Pub
lication No.' (Geneva a 1989), p. 62.) Provision was made for voluntary initiation 
of eonsolidatlon but mmpulsory mmpliann: by those not Initiating the program 
but having plots In tbe areas to be mnsolidated. Abatement oNiand taxes and 
granting of govemmental lnans were used as Inducements to mnsolidatlon. 

11 See, for example, c. Evelpedis, Ltt. rlform• agrairl ... or••• (Athena• DO 

pub., 1926). 8 
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opportunity for those displaced in the process. In the absence of 
such alternati'-e employment the demand for land that does de
velop (and this is ~ely to come from owners of larger rather 
than smaller farms) will simply increase land prices far beyond 
producth-e value even in terms of interest rates far lower than 
those actually prevailing in the agrarian economies. 

The legal prevention of subdivision also requires alternative 
economic opportunity. It is doubtful if either legal change or ex
panded opportunity alone would succeed, in any brief period, in 
establishing consolidated family farms, but the two in combina
tion, and in combination with extensive consolidation, would allow 
the creation of that "prosperous peasantry" so often \alked about 
and so seldom seen in the peasant economies. 

The farm labor supply, whether located on small holdings or 
completely dependent on e~J~ployment by farm proprietors, is on 
the whole inefficiently used. There seems to be no basis for viewing 
this as a situation amenable to change by modification of the labor 
systems within the agrarian structure. For the most part, the pro
ductivity per labor unit is low because the capitalization per labor 
unit is low. The clearest exceptions are provided by the Hungarian 
estates, where non-productive servants represent part of the "con
spicuous consumption" of the land-owning gentry. The position 
of some landless workers might be improved by further legislation 
on wages, hours, and the risks of employment. But the principal 
problem is that of unemployment and underemployment, and not 
of the particular form of labor utilization. , 

Institutional changes designed to increase the total and per 
capita product in peasant agriculture would therefore entail a re
versal of previous trends in those areas characteriZed by small and 
scattered holdings, whereas the future disposition of large estates 
would be determined with primary attention to productive organ
ization. No change in properly or labor disposition is likely to 
bring any marked increase in production while capitalization per 
labor unit remains low and alternative means of employment are 
not available. 

In this connection it is instructive to compare the Eastern Eu
ropean agra,pan reforms with the collectivization of agriculture 
in the Soviet Union. After postwar reforms that resulted in the 
conversion of 10me large estates into state farms and of many 

( 
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more into small holdings, the Soviet government uDJlertook forced 
and rapid collectivization in 1929. At the present time almost all 
agriculture is collectivized, although modifications have been in
troduced to allow some gardening and livestock raising outside 
the structure of the kolkhoz.11 Although exact data are not avail
able, it is certainly true that productivity per capita and the area 
under cultivation have been greatly increased, and probably true 
that productivity per area has been improved. The initial effect 
was certainly a reduction in product, owing partly to the sheer 
disorganization incident to rapid change and political uncertainty, 
but more especially to the extensive slaughtering of all types of 
livestock bfthe peasants in protest against collectivization. 

Several other features of Soviet collectivization merit attention 
· for their bearing on the possible alternatives in Eastern and 

Southern Europe. The undoubtedly higher productivity per cap
ita was made possible in part by a great increase in capitalization, 
which in turn was bought at the price of drastic reduction of that 
part of the product available to the cultivator. Higher produc
tivity was also partly the result of improved productive tech
niques. \Vere this all the story, collectivization might be regarded 
as a "purely agricultural" solution for the problems of unde
veloped peasant economies. But agriculture was in addition forced 
to supply much of the initial capital for industrialization. More
over, the increased productivity per capita was the result of ex
tensive shifts of agricultural population to employment in indus
trial centers as well as to lands hitherto not in production. This 
last part of the process certainly could not be duplicated in East
ern and Southerp. Europe. 

Forced collectivization may be a more heroic measure than is 
required for increased agricultural productivity in Eastern and 
Southern Europe. It would represent institutional changes of 
greater severity than any hitherto undertaken. Indeed, collectivi
zation on the Soviet model represe~ts an integrated use of all the 
major points of attack here discussed separately. It is not certain 
that it would prove economically successful in small countries 

uSee Gregory Ble'lstock, Solom~n Ill. Schwara, and Aaron Yugow, Motso!?o
'"'"' j 11 Ruuiaft Indu1try and .t4gneulturo (New York, etc.1 cWford Unlvers1ty 
Preas, 1944), Part II, "Management of Collective Farma"1 Warriner, op. riC~ 
Chap. IX, "The Ruaslan Solution." 

0 • 
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with meager resources and in a difficult international marketing 
situation. 

Techndogy and Pfoductive Organization. Within the existing 
institutional and organizational framework in the European agrar
ian countries, some increase in the value of agricultural produc
tion could be achieved through improved techniques. Deeper 
plowing with better plows, contour cultivation to avoid erosion, 
and the more effective use of manure would certainly improve 
yields and help to avoid soil exhaustion. 11 Bare fallows could be 
eliminated and fertility partially restored by adequate rotation. 
E¥en if the capital and market situations would not allow growing 
feed or cash crops, the fallow land could be plan tea to a green 
manure crop. Selective breeding of livestock could be introduced, 
and existing stock perhaps gradually replaced by superior breeds. · 
Plant varieties better adapted to local climatic conditions, the use 
of better seed, and similar changes would contribute to increased 
yields. These measures are part of what has come to be called 
"scientific agriculture," and naturally presuppose adequate tech· 
nical education for the farmer in order to elicit his support. Educa· 
tion is in fact the crucial factor in these relatively minor changes. u 

However, without other economic changes the effectiveness of 
the foregoing measures would be limited. Thus, chemical fertil· 
izers require cash outlays that the peasant is poorly prepared to 
make, whereas the high interest rates for credit would probably 
offset the increased returns from crops. 11 Mechanization would in
crease the product per unit of labor, but might not increase total 
product. The latter result might follow were it possible sufficiently 
to reduce the fixed costs of draft animals. Howev~:r, mechanization 

u See Y ales and W arrlner, op. eit., p. 78. 
10 1/Nl., pp. ~. 88-98. See also P. Lamartine Yateo, "Factora Affecting 

Peuant Prosperity,~ Tlw ""'"""""'-of Bt:Y~~t:•, II: 146-148, July, 19~2; J, Van 
~ Vaeren, Tlw Orgat~ioatioa of ToehnkollrutrtUtio• for .Agricttltvraliot•, Tech
llical J)oc,ummtation for League of Nationo, European Conference on Rural Life, 
193!1, Publication No. I~ (Genna: 1939). For an analysis of the general problema 
of apkultural education togetheF with a survey of actual educational facilltleo, 
aee International Labonr Office, Voealiotlal Edvealio• ito .Agrie•ltvro, Studlea and 
llq>orta, Seriea K, No. t (Genna: 1929). For countrlea not Included In tbla aurvey 
aee League of Natlono, European Conference on Rural Life, Bulgario (In aerlea, 
National Mono~apba drawn up by GoYemmenta), Publication No. 28 (Genent 
19all); lcUtft, Lith.aroio, No. 12, pp. 28-32. 

uSee lntenlftlonal Institute of Agriculture, Coftdllloru and lmprortom•nl of 
Crop ProdtUtiDtl, Btockrauittg an4 R<orallnd.otrlol, Techmcal Documentation for 
League of N atlono, European Conference on Rural Life, 1939, Publication No. f 
(Gae.-at 19all), PP• 17·111. 
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requires not only increased c~pital but also some ,consolidation of 
plots and holdings. The farm employer finds labor cheaper than 
machinery in view of the abundant supply of the former. The 
peasant proprietor of a small holding has no capital and a super
abundance of labor. Even were the machines and improved equip
ment that are best suited to small-scale enterprise--hay mowers, 
fodder cutters, small tractors, and the like--introduced, increased 
capital and a product and market structure favorable to their use 
would be required. Above all, however, increased productivity per 
man-hour is no advantage to the peasant family whose labor sup
ply is in a sense part of its fixed costs, and no advantage to the 
productive> capacity of the economy if it necessitates displacement 
of labor and the displaced labor has no other productive em
ployment." 

Livestock breeds are frequently poor in Eastern and Southern 
Europe, but this is partly the result of inadequate feeding. The 
introduction of lineage and production records and stud books, 
the extension of knowledge of proper care, and the use of artificial 
insemination might be expected to improve both draft animals and 
those used for livestock products. The increased products would 
add to the agriculturalist's inadequate diet, and possibly increase 
the market demand through lowered prices. 

The low yields per area of land in crops and the poor quality 
of crops (chiefly cereals) reaching the markets in the peasant 
economies suggest the possibility of considerable increase in value 
of product within the existing agricultural framework. The situa
tion is aptly summarized by the International Institute of Agri
culture: 

• 
Of all the methods of improving agricultural technique, such as the 

rational rotation of crops, the use of chemical fertilisers and green manure, 
the introduction of hoed crops, deep tillage of the soil, perfected me-. 
chanica! harvesting, etc. none has brought about such progress as the im
provement of plants through selection and cross-breeding. Nor should it 
be forgotten that as a rule, the methods of improvement mentioned above 
entail considerable expense and constant care, whereas the use of improved 
varieties only involves the agriculturist in the slight extra expense repre
sented by the surcharge of a few centimes per qu_intal of seeds, _which is 
his modest contribution to the costs of plant selection work. The mtroduc
tion of a better variety in an agricultural area means an immediate profit 
for the agriculturl'st. It improves the crop either in quan~'\ty or in quality, 

•• See Ibid., pp. 19-20; Yates and Warriner, op. ell. pp. 78-76. 
0 
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while scarcely in~reasing the cost of cultivation. The creation of varietie1 
with aD improved yield and quality is therefore clearly one of the 1implest 
ud most effective means of raising the general level of a country'• 
economy. • 

If, however, aD improved variety is to give the best results, the care 
lhown in its cultivation must correspond to its superior quality; i.e. care
ful methods of cultivation and intensified manuring must accompany the 
use of improved varieties which repay the care given to them and make it 
possible to obtain a maximum return from the 1oil. It would be useless to 
lay down any rule as to which should come first-the introduction of choice 
nrieties, or the use of perfected and intensified methods of cultivation. 
The two 1ystems are naturally complementary to each other. This inter
dependence between the improvement of methods of cultivation and that 
of the nrietiea cultivated is one of the best stimuli to agrieultural progress. 
Among the nrioUll means of fostering agricultural progress, ~he improve
ment of plants is, at the present time, of outstanding importance. 11 

It ia again clear that the really substantial increases in value of 
produce require measures of intensification and probably diversi
fication. Diversification would actually contribute directly to the 
cultivator's level of living, through provision of a better diet. Im
proved market organization, increased variable costa in fertilizers, 
the development of rural industries, and the introduction of grad
ing and other quality controls would facilitate higher returns 
from the land. In the absence of these other changes, plant im
provement and those improved techniques possible under existing 
circumstances would allow small but probably not decisive in
creases in agricultural income. 

A final technical measure of importance for increased yields is 
the extension or improvement of the area of cultivation. Land 
reclamation and improvement, especially through irrigation and 
drainage, would increase the product from land already under 
cultivation, or bring new lands into agricultural utilization. Nota
ble efforts in this direction have been made in some of the agrarian 
regions, the most spectacular and highly advertised being the 

' drainage of the Italian marsh lands. The Pripet Marshes in east
ern Poland and White Russia could be drained, while substantial 
areas in the Balkan region and in Spain and Portugal could be 
irrigated with highly favorable resulta.11 

If IW., pp. t-10. 
uSee Jntematlonal Inotltute of AgriC!Ulture, Lou BociCifJiotloJt ou lmfW""'" 

- '- B_o,.., Tecllnlcal Dorumentatlon for Leal!"e of N atlono, European Con
fereuao on Rural Life, 1939, Publication No. 8 (Genna• 1939), The foregoing 
IUIIUII&rizeo projeeto and operations In Bulgaria, Csechoolovakla, Greece, Hungary, 
ltalJ, Lithuania, Poland, Portugal, and Roumanla. For a brief atatement on lrrl-
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Land reclamation and irrigation projects have \he obvious ad

vantage of adding to the productive and employment capacity of 
agriculture, while providing employment for redundant labor sup
ply .. Th~y ~ve the equa~y obvious disadvantage of being rarely 
fea~1ble m e1ther ~conom1c. or technical terms by the independent 
acbon of the agnculturahst. The scale of required action is so 
great that at lea~t cooperative pooling of capital is necessary, 
whereas the reqmrement of uniform adherence to a particular 
project regardless of individual objections and an over-nice at
tention to proprietary rights indicates the necessity of govern
mental sponsorship in some form. In some cases, as notably the 
reclamation•of the Pripet l\Iarshes and extensive irrigation in the 
Danube Valley, an effective handling of the project would require 
international agreement, assuming 1939 boundaries. Given the 
requisite political and economic organization, there would be long
term prospects for substantially increased agricultural produc
tion. The magnitude of the required public works precludes the 
possibility of great gains over short periods. 

Governmental action, ranging from legislative assistance to 
direct intervention, would be required for the rapid adoption of 
many of the measures needed to effect technical change in agri
cultural production. The same is at least equally true for such 
measures as disease control, insurance and credit extension, and 
market organization." The role of the government might be of 
the minimum variety indicated above--that is, legislative assist
ance--were cooperative organizations established on an extensive 
scale. 

Actually, of course, none of the countries here considered (with 
• 

gatlon prospecta In Spain, see E. Martines de Bujanda, "The Spanish N atlonal 
Irrigation Plan" Int•matio•al ,R..,;,,., of .dgricvlturo, 25: 237E-248E, June, 
1984. The progr~m of "Integral bonification" In Italy Is treated In Cesare Longo
bardi, Lond-Roclomotioa in Holy (London: P. S. King. and Son, 1986). A more 
erltlcal appraisal of resulta Is given by Carl T. Schmtdt, Tile Plovgll ond tho 
Sword: Labor Land oftd Property in Fa~eiot Italy (New York: Columbia Uni
versity Press, 

0
1938),'Chap. V, "Reclaiming the Soil." 

11 See International Institute of Agriculture, Go.,ornmont .4 ctioa Coacornod ,.;til 
.4 gricvltvral M arkot1 o11d Production, Technical Documentation for League of 
Nations, European Conference on Rural Life, 1939, Publication No. 8 (Geneva: 
1989) An annual survey of governmental policies with respect to agriculture Ia 
given 'In the Institute's Tllo World .dgricvltvral Situation, Part II, "Agricultural 
Polley and Conditions In the Different Countries." See also Ec.onomic D•.,elopmont 
in B. E. Evropo (London: PEP [Political and Economic Plannmgf, 19411), .Cha,p. V, 
"Marketing," Appendix on "Measures of State Intenentlon In Marketing, pp. 
162-168, and Appendix tables, PP• 149-165. 
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the possible e~ception of Albania) is without cooperative organi
zations serving the rural population. The societies existing in the 
intenrar period wert highly diverse both in types of service 
offered to members and in general organization. •• Since the services 
were many and varied, and frequently cut across rural-urban dis
tinctions, it is not possible to determine the importance of agricul
tural cooperation in any precise numerical way. The evidence is 
clear,.however, that the cooperative organizations were most ex
tensively influential exactly in those areas that were most advanced 
in productive techniques and per capita value of product. The 
significance of cooperatives in some of the prosperous agrarian 
regions in the West bears out this relationship. It is also clear, 
however, that the causal relationship between cooperative organi
zation and peasant prosperity is reciprocal, not unidirectional. 
Although the cooperative organization may increase the economic 
return or the security of the individual member, its power for 
"betterment" is necessarily somewhat limited by the initial re
sources of its participants. 

The most general type of cooperative organization, in rural as 
in urban areas, is the "consumers' cooperative" providing for 
joint purchase of consumption and even production goods. Such 
organizations provide one means for reducing the price spread 
between agricultural goods sold and manufactured or other goods 
bought. Next in popularity to the consumers' organization in 
rural areas is the society for cooperative marketing, which may 
in fact be combined with an organization providing consumers' 
and producers' goods. Such cooperatives provide a measure of 
control over the prices received for agricultural products and 
thus are complementary to the cooperative purchasing activities. 
Through pooling of resources, aided by greater ease in securing 
credit on favorable terms, it is possible for small holders markedly 

• For ~enl IUI"t'eyl of typel of cooperatiYet, membership, ..esourret. etc~ see 
Karl lhris, I•Unlatlmtalo Btatiltilc tler OofiO ...... cltaft .. (Berlin• Struppe und 
Winclo:Jer, 1928) 1 International Institute of Agriculture, Agrkult•ral Probl•,... i• 
7'Uir I&Unlatlmtal .d•p•ce, Documentation for League of Natlon1, International 
Eemomle Conferenre, Genen, May, 1927 (Genna• 1926) 1 International Labour 
Ofti<e, Co-epnatroo Actima Ia R•ral Lifo, Terhnlal Documentation for I.eall'Ue of 
Natlon1, European Conferenre on Rural Life, 1989, Publl~atlon No. 9 (Genen1 
1989). lu noted In the text abon, the complexity of organizational types and oYer• 
laPJ'IIns of membership• I• aueh u to make •lrtuaiiY lmpoulhle a atatlstlul &1>
pralaal of raraJ cooperation. (See G. Pauquet, "The Dlwrslty of Co-operatiYO 
Institution• and Their Cluslf\ution," lntontalioll4l LabOMr a • .n ..... 891 436-4611, 
Aprll.l989.) Tbe Bibliography llatl a number of aoureea giving national data. 
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~o increa~e th~ir productive capitalization by coopesative ventures 
m electrt?cabon, purchase and use of equipment, and the like. 
Cooperatives may also foster low-cost purchase of productive 
goods such as seed, feed, and fertilizer; joint determination of 
product ~tru~ture; the introduction of quality controls, grading, 
and posstbly Improved packaging; and perhaps the establishment 
of processing units. If all of these activities are taken in combina
tion, some of the disadvantages of small-scale individualistic farm
ing rna y be overcome. The addition of low-cost credit facilities and 
reduction of various risks through cooperative insurance increases 
the ability of the peasant to withstand crises and avoid capital de-
pletion. 11 

• · 

The potentialities are great for increased value of total product 
as well as for improved economic position of the individual peasant 
through extensive cooperative organization. Indeed, cooperatives 
may do much to overcome some of the defects of individual enter
prise. Their influence is all the greater on account of the educa
tional advantages, both formal and informal, offered by joint 
action and a closer integration into modern economic life. Some 
organizations have already operated effectively in the agrarian 
economies and there is some possibility of their expansion and con
solidation. Within modern times crop lands have been owned in 
common. The persistence of joint use of pastures and forests 
furnishes another preet>dent for further cooperative action. The 
economic importance of the large kinship group (the Slavic zad
ruga) still persists in some areas, and other areas have somewhat 
similar bases for communal economic activity. The cooperative is 
accordingly a possible mode of partial transition in such areas 
from one form of economy to another. 

An adequate appraisal of the potentialities for agricultural co
operation requires two elements of caution, however. Fint, the 
cooperatives to be successful in any major way must gain the 
active support of the peasants. This they may not be able to do 

tt For brief summaries of the advantages of rooperatlve organization In peasant 
eeonomies, see L. Felerabend, "Post-War Tasks for Farmers' Co-operatives," Tl&• 
Advancemenl of Scienco, 6: 1.58-161, July, 1942; International Labour Office, Co
oporati'Do 4clioa I• R•rtll Lifo; International Labour Office, "Social Aspeets of 
Land Reform In Czechoslovakia," lntern<Jtional Labo•r Ro'Dil..,, 1~: 281-234, Au· 
gust, 192S; C. F. Strlek)and, "The Cooperative Society as ~n Instrument of Eco
nomic and Soda! Construction," 1111•raalional Labo•r Bo......,, 87• 729-768, June, 
1938. 
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as direct organs of government. The cooperatives of the interwar 
period were often financially or otherwise dominated by govern
mental bureaus, and accordingly had little independent stability 
in cases of political crisis. The cooperatives of Hungary, Rou
mania, and Greece tended to be such in name only because of 
capitalistic or political control from above.•• Certainly the organi
zations are not "cooperative" unless a large measure of voluntary 
participation and local determination of policies is maintained." 

Second, the cooperative is limited in its ability to create mar
kets, or even to accumulate capital if the members have no surplus. 
It can facilitate some improvement in yields and it may further 
increase real income through reduction of price diHerentials. It 
is admirably suited to be an avenue of effective pooling of capital 
resources and, on the basis of those resources, of increasing the 
value of product and the employability of labor. But these more 
fundamental results must first presume a reasonably favorable 
ratio of family size to available land area and a market organiza.: 
tion capable of absorbing and rewarding an increased quality and 
quantity of product. 

Limit1 to .Agrarian Solutiom. The potentialities for raising per 
capita levels of living in the peasant economies through the ex
pansion of agricultural production may now be summarized and 
appraised. The preceding paragraphs have noted a number of in
stitutional, organizational, and technical expedients that would 
increase the productivity of agriculture if undertaken without 
other major changes in the existing general structure of the 
agrarian economies, and much greater advantage if undertaken 
along with major shifts in productive organization. 

It is difficult to attach a quantitative value to the possible in
crease in agricultural production were all of the strictly agricul
tural changes undertaken. The effects of one measure of increased 
production, the French level of land utilization, were noted in 
Chapter III, where it was observed that this still would not yield a 
European average per capita product in most of the areas here 
under review. 

n RDyal Institute of International Affairs, AgroriiJa Probl•- frora th1 Balllo 
to thl d1g10a !Londono 19~), pp. 63-68, 

IIThil principle seems to bold even under the extreme fol'ln of c:ooperatl"e organ
lzatloa oq>raeotal b7 the eolleetiYized farm. See Bienstock, Schwars, and Yugow, 
op. ri4 
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~ageman.n, ar~ing that industrialization would,require non

existe~t capital which coul.d only be accumulated by an increase' 
of agricultura~ e~ports, thmks that technical changes in agricul
ture could easily mcrease the total product in the Balkans by 50 
per cent over the course of twenty-five years. •• He neglects, how
~ver, the ~act that the~e countries are also characterized by a rap
Idly growmg population, so that the assumed increase in produc
tion must be viewed in terms of the probable growth of the 
agricultural population in the same period. The agricultural 
population growth may be estimated by computing the projected 
percentage increase in total populations o£ the countries of East
ern and Southern Europe from 1930 to 196021 (the latter year 
taken as representing the end o£ Wagemann's twenty-five year 
period) and applying the percentages to the 1930 agricultural 
population. Table 10 shows the value o£ agricultural produc
tion assuming a 50 per cent increase by 1960, and the projected 
agricultural population for that year. These two figures allow the 
computation of the hypothetical per capita value o£ production 
shown in column 3 o£ the table. If these per capita values are ex
pressed as percentages o£ the 1931-1935 European average per 
capita value of production (column 4) the possible effects o£ the 
increased production may be judged. For convenience in com
parison, the actual1931-1935 index values are given in column 5. 
As may be seen from Table 10, Czechoslovakia, Estonia, Hungary, 
Latvia, and Spain would under these assumptions have attained 
by 1960 a per capita level higher than the European average of 
the late interwar period. But Portugal and the remaining coun
tries o£ Eastern Earope except Lithuania would remain markedly 
below that level; Lithuania and Italy would fall just below the 
average. The lack of fundamental improvement under these as
sumptions is especially marked in Bulgaria, Roumania, Yugo-

•• See Ernst Wagemann, D•r ,...., Balka•; all•• Lanti-Jung• Wirt~ehaft (Ham
burg• Hanseatlsche Verlaganstalt, 1939); a portion of this work containing the 
point under discussion has been translated as ''The Pressure of Population as au 
Economic Force," In W .,kly R•port of th• Gfnntl• l"'titut• for Bun""" Ro
,.arch, Supplement, June 29, 1989. 

•• The data on projected population size for each of the countries have been taken 
from the base tables In Frank W. Notestein, Irene B. Taeuber, Dudley Kirk, Ansley 
J. Coale, and Louise K. Kiser, Th• Fulur• Populatioa of Europ•. Ciiftd th• BoNt 
Unio•: Popul4tio• Proj•ctio,.,,l94Q-l970 (Geneva• League of Nations, 19M), Ap
pendix IV. 
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TABLE 10 

Possible Eft'ecta of Increased Agricultural Production in View 
of a Growing Population 

Projected A&rtculturaJ Populati• and. Production, 1960 

Productioa 19Jl-19l5 
Per Capita, Productloll 

Coomtrla Production, European. Per Capita, 
Populatioll Crop Unita Average, European 
(iD thou- (in thou- Production 19Jl-19l5 Anraae 
ands)' u.nds)l Per Capita -•ooo -100' 

Albania 989 11,469 13 27 22 
Bul~ria 5,081 123,591 :u 67 t7 
Cardloslonlda 6,057 82t,l811 " a9 105 
Estonia 602 to,l33 61 155° 119 
Greue 8,695 90,t()2 2t 67 60 
Hungary t,906 223,34t "' 106 78 
Italy 21,828 842,57t to 93 78 
Lama 1,075 78,938 69 160 Ill 
Lithuania 1,861 77,570 43 117 78 
Poland 2U48 606,518 25 67 t9 
Portugal 8,799 100,903 27 . 63 68 
Roumania 17,883 t08,471 2t 65 48 
Spain 14.000 672,299 48 113 88 
Yugoolaria 13,488 263,628 20 "' 88 

• The projected agri~Jtural populations have been eomputed by applying the 
perttnt&ge in.,reaae in ~h muntry, 1980-1960, In total populations (u .,a)culated 
by methods explained In the text) to the agri.,ultural population figures for 1980, 
p.-en In Appendix I, Table 18. 

• Produrlion figures are deriYed by multiplying the 1931-1985 average nlue of 
a~ltural produrlion In Crop Unitt by 1.5, the proportion of Increase oug
~ u pouible OYer a hrenty-fiYe year span by Ernst Wagemann, "The Pres
lure of Population u an Eronoml" Force," W••kly R•port of tlao GormaalruW•l• 
for Bviau• R .. oorcla, Supplement, June 29, 1939. 

a European per eaplta average, 1931-1985• t2.932. Flgureo rounded aubsequent 
to """'putatloDL (See Table 8.) 

•Ibid. 

alavia, and Albania, which are precisely the countries to which 
Wagemann's argument is primarily applied. " 

Actually it is to be seriously doubted whether an increase of 
the magnitude suggested by Wagemann could be effected in the 
absence of fundamental economic change, and it is difficult to de
termine even what such an increase would mean if confined to the 
existing product structure. Wagemann suggests that higher 
yield. would allow the diversion of large agricultural areas to 
"other producta." But without extensive changes in market struc
ture, the~ other producta cannot be grown o_r produced. For the 
molt pari they require greater capital, wltich is precisely the 
variable at issue. 
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Wage~ann ~uite co.rr~ctl~ points to the inadequ11cy of capital 

as a barr1er to mdustr1alizabon; but the same is true for agricul
tural expansion and intensification. As earlier noted the self
c.a~italization of th~ more successful peasants has be~n largely 
hm1ted to construction and land amelioration requiring little or 
no cas~ outlay. ;r'he less successful small holders have gone into 
debt Without bemg able to use borrowed money or credits for 
greater production. Even were it possible to increase production 
by 50 per cent without internal market expansion and greater 
capital investment, the rate of capital accumulation would be very 
low. Without a rigid limitation of the level of consumption it is un
likely that such an increase in production would result in any 
appreciably increased savings available for industrial investment. 
Yet, as already noted, the rising consumption levels would be 
limited in their scope, and certainly would show no promise of 
being able constantly to rise at a rate faster than the growtli of 
the population. 

It is indeed the slow capital accumulation in agriculture even 
under favorable circumstances that points to the necessity of trav
elling an indirect route: the improvement of per capita agricul
tural production through industrialization. For without the shift
ing of productive resources (including labor) to other economic 
spheres and the correlative reduction of the persons directly de,
pendent on the products of agriculture, no substantial gains will 
be made in the level of production." 

"See Rudolf Bilanll, "Excess Population," Tho Advanc•m•nt of Bci•nce, 4h 
141-145, July, 1942; H. Boker and F. W. von Billow, Tlao Rural EzodUI in Czoclao
lloookia, International Labour Office, Studies and Reports, Series K, No. 18 
(Geneva: 193.5), pp. 6,8; Karl Brandt, ''The Employment Capacity of Agriculture," 
Social R•uarcla, 2: 1-19, February, 193.5; Karl Brandt, Tlae R•coiUtn~ctioa of 
World Agriculturo (New York: W. W. Norton and Co., 1945), especially Chaps. 
VIII and IX; A. Jalowieckl, "The Population Question and Agriculture in. Poland," 
latornational Rel1i1111 of Agriculluro, 29: 859E-8ti9E, Augu~t! 1938;. Vlad:mlr Klo
nov, "Recherche statistique sur Ia relation entre Ia productlVlte agr:cole et Ia den
alt6 et Ia structure de Ia population," Btatidickj Obzor, 18: 81-46, March, 
1937; Nicholas Mirkovich, "Agriculture and Population," Jugorlav PortrDtw B•
con•truction Pap1r1, Vol. Jll, No. ll, 1948; Theodor Oberlander, "tlbervolkerung 
In Ostmitteleuropa," Baltuclao Moaat•h•fto ( 19~) 1 8711-882, July I August, 1?3:'1; 
United Nations Conference on Food and Agr:culture, Hot Springs, Vlrgtn:a, 
May 18-June a, 1948, Final Act and B•cliofl Roport1, United States Department of 
State, Publication 1948, Conference Series 62 (Washington: U.S. Government 
Printing Office, 1948). 

lt was of course part, of German policy In Southeast Eur~pe to favor the exp.an
alon of agricultural production on a colonial basis and to d:scoura~ lndustrlal:sa
tlon. (See the excellent otudy of Antonln Basch, Tho Danubo B111in and tho O•r
...,,. BconomU. Splarr1 [New York• Columbia University Press, 1948], especially , 
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It is conceivably possible for peasant economies to remain pri

marily growers and exporters of specialized and intensively pro
duced agricultural ~s within the framework of a European 
economic federation. This would require both a substantial drain
off of rural population to the industrial centers, and some impor
tation of capital to effect the transition. Both of these processes 
might be possible, given economic and political federalism. Even 
in the event of a "rationally planned'" European economy as a 
whole, however, it does not appear that regional division of labor 
would confine Eastern and Southern Europe to agricultural pro
duction. Indeed, it is not at all true that cultivable land is the 
sole significant resource in this area. In view of ot'ner resources 
and existing labor supply, as will be noted below, the import of 
industrial capital should be at least as easy as the wholesale export 
of people. · 

The net c:Onclusion, accordingly, is that marked improvement in 
levels of production and consumption in Eastern and Southern 
Europe cannot be expected from those measures that would place 
first and most emphasis on agricultural production. 

De100graphic Solu.tiom 

The essential problem with which the present discussion bas 
been dealing is that of the ratio between population and product. 
The possibilities of agricultural expansion have been examined 
and the limits of technical and organizational improvements in 
effecting a transition to higher per capita levels of living have 
been noted. Another solution is to reduce the number of people. 
Heavy emigration might offer a quick solution; over a longer 
period reduction of population growth may ease (but not neces
sarily remove) the crowding of people on the land. 

Emigration. Emigration is frequently proposed as a solution 
for major regional differentials in economic opportunity, and, in-. 
deed, has often been used as a source of "release•• for crowded 
areas. For the countries of origin emigration has such seemingly 
clear advantages that it needs to be given careful consideration. 

The outward movement· of population is a rapid way of reduc

Cbap. 11, •Poll~ of the New Plan toward Southeastern Etitope.") The eonduslon 11 
tmaYoldable that Wagemann'1 •analyala" dlaeuued aboYe follow• from the o8lclal 
polley and not from a aeientlfle appralaal of the facta. 
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ing the size of that age group in the population that comprises 
not only co~sumers bu_t redundant laborers and reproducers of 
the population. It was m fact emigration th.\t provided a certain 
"s~fety-valve" for E~stern and Southern European rural popu
latiOns before the F1rst World War and even during the first 
decade_after the war."' On the other hand, emigration may also 
have made possible the continuance of high reproductive rates. 
Emigration has not counterbalanced natural increase, except in 
a few commun.ities, despite the fact that emigrants were chiefly in 
the reproductive ages. The remittances of emigrants contributed 
somewhat to the well-being of those left behind. However, return
ing migrants• used savings not only to pay off farm indebtedness 
but also to bid up land prices to uneconomic levels. 

Where fertility has already begun to decline, migration may 
remove "surplus" labor and further reduce growth potential with
out upsetting the downward trend in fertility, since the latter 
seems to be a response to rising aspirations and changing stand
ards rather than a direct reaction to population "pressure." The 
phenomenon of declining fertility is already well established in 
the countries of Eastern and Southern Europe, although repro
ductive rates remain high.'' l\Iigration therefore might provide 
temporary relief while the process of change to lower fertility 
rates is in process. 

But the experience of the interwar period and the probable 
future course of events appear to make this discussion almost 
wholly academic. After the First World War overseas migration 
fell off, being partially replaced by migration to countries in 
\Vestern Europe, and particularly to France. Barriers to immi
gration have been erected by nearly all of the potential receiving 
countries, and there seems to be scant prospect of any marked re
duction of those barriers."' Immigration provides problems of 
assimilating alien elements representing not only cultures sub
stantially different from those of the receiving countries, but levels 
of economic development and industrial skills considerably below 

If See International Institute of Agriculture, "The Migration Problem In Its Re
lation to Agriculture," Jnto,.,..,tioMI Reoie111 of .4griculturo, 241 833E-879E, Sep-
tember, 1933. • 

•• N otesteln and Oth~rs, op. tit~ p. 170 n. and ptUnm. ~ 
•• See Edward P. Hutchinson and Wilbert E. Moore, "Press.u.res and Bar!lero In 

Future Migration," Annal• of th• .4mericaa .4ca.Umy of PolotaCGI and BociaJ 8"'
,,..,, 2871 164-111, January, 1945. 
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those of the West. The opposition of organized labor to continued 
immigration was based not only on the competitive labor market, 
but also upon the rea! and symbolic threat to labor security offered 
by workers who maintained lower levels of living. 

Even the war losses sustained by the 'Vestern regions coupled 
with prospects of declining population may not be sufficient to 
render large scale immigration possi~le, although France and 
some overseas countries may again seek immigrants. Countries 
willing to accept permanent settlers may so specify the general 
and specific qualifications of acceptable immigrants that few 
peasants from Eastern and Southern Europe could qualify. 

The barriers erected by countries potentially offering economic 
opportunity for larger populations are perhaps less formidable 
than the objections of the countries of potential emigration. The 
latter rightly point out that since emigrants are chiefly young 
adults the country of birth bears the social costs of dependency 
and education, only to lose productive (and possibly military) 
manpower. The removal of claimants upon product and economic 
opportunity is thus purchased at the cost of a negative selective 
process. 

Actually, the volume of migration necessary to provide a short
run balancing of population growth would exceed by far the sub
stantial emigration from these regions before the First World 
War, while the average of the interwar period probably in no 
country exceeded 15 per cent of the natural increase.•• 

These objections to migration as a solution to population
product ratios are likely to be conclusive except under very special 
circumstances: 

• 
A period of cbaa. might induce a mass nodus of disillusioned people 

onneu, or, possibly, to the npanding regions of the Soviet Union. Such 
a movement naturally implies the absence of effective political barriers. 
With more orderly conditions there are reasons to believe that migration 
from Eastern Europe will be lesa important than it waaln Western Europe 
during the latter part of the nineteenth century. A postwar order that 
lenes political tension• unresolved In the East might well bring strong 
Incentives to emigrate, but these would probably be bloCked by legal bar
rien to free movement erected by both aending and receiving countries In 
Europe. Eastern European governmenta would be reluctant to permit the 
masa nodaa of their chief military asset, young men, more particularly 

' . 
M See International Institute of A~l~lture, "The Migration Problem In Ita 

1lelatlon to A«rleuJture," lo• • ..u., Nldlolu Mlrkovlcb, "Agrleulture and Popula· 
tloa." ...... ""· 
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bc~use they are the section of the adult population that ,will grow least 
rap1dly •. If there II ~eneral ~onli~ence in a period of peace and economic 
prosper1ty, the barr1ers to m1grabon might be lowered, but the incentivea 
to move would also be weakened.11 • 

There is of course the further possibility of forced population 
displacemen~. Indeed, large numbers of European workers, peas
ants, and prisoners of war have been resettled, have fled to escape 
an unwelcome and possibly fatal political rule, or have been more 
or less forcibly conscripted to work or fight in support of the 
German military machine.'" These wartime population movements 
may leave a small residue of permanent transfers from the agrar
ian regions. yery few are likely to remain in defeated countries 
with disrupted economies and subject to strong peace terms. Al
though wartime relocations may provide some basis for a more 
nearly "rational" allocation of peoples relative to productive re
sources, it is to be expected that the deliberate policy of govern
ments and of international organization will be rather to aid the 
return of displaced peoples to their native lands and villages. ' 

Viewed abstractly, therefore, migration might provide a meas
ure for equalizing economic opportunity; viewed in terms of past 
experience, present circumstances, and probable future conditions 
the movement of peoples on a scale necessary for appreciable 
results is rather improbable. 

Prospect~ for Declining Fertility. Nor is any immediate solu
tion for crowding on the land to be found in declining fertility. 
Falling birth rates may only be expected in an urban, industrial 
environment although not necessarily confined to strictly urban 
areas. The restriction of births is in fact incidental to a value
substitution alrel}dy under way toward individualistic values and 
away from those of the large kinship organization, the hierarchical 
church, or the mystical state. But the evidence points to fertility 
reduction despite opposition of state and church, given urban
ization and industrialization ... Part of the process may be viewed 

11 Notesteln and Others, op. ell~ p .. l69. . 
II See Eugene M. Kulischer, Tlao D11plae1mmt of Popwlat•o• 111 E•ropo (Mont-

real: International Labour Office, 1948). 
11 See Notestein and Others, op. cit~ espeeially pp. 28-80, 176-178. Warriner .<!'P· 

cit., p. 163) ral•es the problem of the effect of land distribution ~n rural ferbhty, 
and attempts to argue against the correlation between small holdmgs and popula
tion Increase by notln!l! that the hi!l'hest reproduction rates are thQse of farm em
ployees. Actually, the property system as such Is relevant In this instance only aa 
It determines levela of llvinl and de1reea of 1Dte1ratlou Into a secular, urban way 
of life. 



r 122 J 
u simply m~hanical: disruption of family patterns, separation, 
and mobility. But more of it is the change of values effected by 
these mechanisms. r 

Declines in fertility are already under way in the Eastern and 
Southern European regions. However, further declines will prob
ably depend on a continued shift to urban and industrial life, and 
1l"ill be in approximate proportion to the degree and rapidity of 
that shifL Moreover, the supply and employment problems for 
the next twenty years will scarcely be solved by declining fertility, 
even if net growth were to stop entirely or fall below replacement 
level. There are already "too many" people on the land. In the 
absence of major improvements in agriculture, wlitch would be 
largely impossible under present circumstances, or major emigra
tion, which would be unlikely, the remaining alternative seems to 
be additional sources of production and avenues for employment 
in industry. 

I ndrutrializatilm 

The advantages to the peasant economies of fairly extensive 
and rapid industrialization have been indicated or implied at 
numerous junctures in the preceding discussion. Clearly the most 
general advantage is that of increased national productivity and 
economic opportunity, and the possibility of avoiding some of the 
limitations on economic expansion incident to agrarian produc
tive organization. Two other "incidental" benefits need emphasis 
here for their bearing on the particular problems raised in this 
study. These are the avoidance through economic diversification 
of some of the risks faced by highly specialized ~conomies, and the 
changes in reproductive behavior that follow the urbanization and 
IICCUlarization of the social structure. The relationship between 
industrialization and lowered birth rates means that economic de
velopment not only provides an avenue for support of an expand
ing population but help• to set in train those social changes that 
ease the burden of dependency on society.•• The agrarian econ
omies must therefore be examined with respect to the industrializa-

"'See H. B~er I.Dd P. W. •on BUlow, TA. R•~ol E:oodtu l11 Cuchollo"DGklo, 
lnternatloual Labour Office, Stadlea and Reporta, Serlea K, No. 18 (Geneva• 
111311) 1 Tlndor WI. "L'efret d'lnduatrlallaatlon au point de ne du mounment de 
Ia population," ll"'ffJM Btollutlkol Buml•, llh 1211-U4., June, 1987, 

t 
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tion already in process and the relevant means and c;onditions for 
further and more rapid development. 

Interwar lndultrial Development~. The di,cussion to this point 
has characterized the countries of Eastern and Southern Europe 
as "agrarian" economies. The justification for this characteriza
tion rests on the preponderance of agriculture in the scheme of 
productive organization and the heavy dependence on agriculture 
for economic opportunity. The importance of agriculture in the 
economies here considered, it may be maintained, is such as to 
introduce qualitative as well as quantitative differences in their 
economic organization as compared with 'Vestern countries. There 
is, however, nl> gainsaying the differences in degree of dependency 
on agriculture and in degree of industrial development within the 
"agrarian" regions, and no intention of maintaining the position 
that any of the countries considered is without manufacturing 
establishments. A few regions have fairly long histories of indus
trial organization. This is notably true of the western sections of 
Czechoslovakia and the northern cities of Italy. Other regions, 
such as Catalonia in Spain, have developed industrially chiefly in 
the interwar period. A few areas, such as Estonia, Latvia, and 
parts of Poland, were more industrialized before the First World 
War than immediately after it, and only gradually regained their 
prewar position. All of the countries were increasing their manu
facturing rather rapidly toward the end of the interwar period 
and some continued this trend under German sponsorship during 
the war. 

The relative economic or industrial development of countries 
may be judged in various ways, given the requisite information. 
Actually, incomp~ete data permit a number of comparisons that 
are roughly indicative of degree of industrialization. These in
clude proportion of workers engaged in industry, the per capita 
value of manufacturing output, ana the development of trans
portation and communications ... 

Although occupational classifications are only ~ughly co~
parable, reasonable reliance may be placed on the d1fferences m 
the proportion of the working population that is engaged in in-

n Other measures that readily rome to mind, such as alse of ests:b!lshment, capi
tal per worker, motive 'power per worker, or man-hour productlt'ity, cannot be 
used for want of data that are comparable and at all complete on an International 
basi&. 
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dustrial proquction. For the same reasons as previously outlined 
with reference to those engaged in agriculture, the comparison is 
made on the basis of gainfully occupied males. As shown in the 
first column of Table 11, the countries of Eastern and Southern 
Europe have in general much smaller proportions of their male 
labor force in mining and manufacturing than do the countries 
of the North and West.•• Another measure of the extent of indus
trial development is the per capita value of manufacturing pro
duction. The second column of Table 11 shows this comparison, 
and again indicates the marked regional differences. It should be 
noted that the value of manufacturing cannot be interpreted as 
showing the efficiency of output per worker, but rather as indicat
ing the relative importance of industrial production in the several 
countries.'' 

The development and use of transportation and communica
tions, although less directly an index of industrialization than the 
preceding bases of comparison, is rather indicative of general eco
nomic level A general index of communications around 1935 has 
been constructed from a number of components, including length 
of railroads relative to area and population, passenger cars per 
capita, and the per capita use of mail, telephones, telegraph, and 
radios ... This combined index, illustrated in Figure 20, shows the 

.. "'ndustrialization" In the broad sense of a high degne of ~~«upatlonal ape
dallzation and orientation to a market ~nomy would be measured not almply by 
the dnelopment of manufacturing but by the Importance of commercial and 
finandal organization. In thia sense, the United Kingdom, although bavlng almost 
aaetly the lame proportion of malea gainfully ~~«upied In Industry aa hal Ger
many, Ia much more "industrialized" than the latter. AI a comparative measure 
(which tendo to accentuate differences In ~nomle development), the ratio of 
malea In lndi&Stry to malea In agriculture may be taken a• representative of this 
broader upect of "modernization." These ratio& are ahown In Appendix IV, 
Table 1. 

•• Tbe rank order of the countrlea Included In column 2 of Table 11 Ia approxl· 
mately the lame u that ahown by an earlier atudy of the value of machinery per 
rapita. Tbe rank& by the two buea of comparlaon are given In Appendix IV, 
Table 2. 

.. Each component wu expressed In Index numbera relative to the Eurol""'n 
anra,.e, excluaiYe of Turkey and the USSR, and the general Index represent& an 
1111Weill!'hted anrage of the component&. Not only Ia there no convenient basil for 
wel,..htinl! the Indexes, but It may be uaumed that given reasonably homogeneoul 
-ulta u between the aeparate Indexes, any aystem of weighting would not 
markedly aft"eet the -ulb In the combined Index. 

SeYeral of the component lndexea are preaented and dlscuosed by Dudley Kirk 
In a fo~ll'g atudy of Interwar European population. For eomparatlve ma• 
terlala on the cieYelopment of lnduatry and transportatioJI, see EN>nomlc D"f111op
_, fa B. E. E ... o,., Chap. JJJ, "Jnduatrlal Development, • Chap. IV, "Trans
port," aDd Appendix tabla, pp. 141-14.8. 
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TABLE 11 

Industrial Occupation and Per Capita Manufacturing in Certain 
European Countries' 

Country 

Ead•r• and Bouth•m Europo 
Czechoslovakia ., 
Spain 
Italy 
Hungary 
Poland 
Estonia 
Latvia 
Portugal 
Greece 
Yu!(oslavla 
Bulgaria 
Roumania 
Lithuania 

North•m and W11t1m Europo 
Belgium 
GermanY 
United Kingdom 
Switzerland 
Netherlands 
Austria 
Franre 
Sweden 
Denmark 
Norway 
Finland 
Ireland 

Prrcenta.Ke of 
Gainfully Occupied 
Males ln lndustrJ 

around 1930 

(I) 

41 
811 
81 
26 
22 
20 
19 
19• 
18 
14 
18 
11 

• 
152 
60 
ISO 
48 

" 89 
88 
87 
83 
29 
18 
17 

Groa Value of 
Manufacturin1 In $ 

In 19JO..J8 at 
1926-29 Prices.. per 
Head ol Population 

(2) 

100 
401 
80 
60 
80 

. 
20 

210 
210 
260 

170 
100 
140 
260 
200 . 
170 

1 The figures In eolumn (I), when not otherwise Indicated, are based on data In 
the International Labour Office, Y oar Book of Labour Btatiltico, 1941, pp. 9-ll. 
Differing statistical procedures impair exact comparability. The figures In column 
(2) have been supplied by the Economic, Financial and Transit Deyartment of the 
League of Nations. They aim at indicating the approximate annua gross value of 
manufacturing per head of population In 1930-88 In dollars at the prices that pre
vailed In 1926-29. 

• Spain, Direccl6n General de Estad!stica, Anuario Edadl1tico do E•paila, 1942, 
pp. 86-109. 

• 1936 (production In the following years was reduced on account of the Civil 
War). 

• Portugal, Instltuto Naclonal de Estatlstlca, ..t.Rudrio E•tatutico do Portugal, 
1936, pp. 21-23. -



.. 
I~[ X ![RS,[UROf>( • 100 

CJ c -r• t 

D t$· •• • 
D $0- Ht 
0 , ~_,, 

~ oo· •t • t 
&:.J U· I H t 

- 11$- t • , 

c 126 J 
. ...... . . . . . . . . . . . 

••••• • ••• 0 • • 0 • 

•••• 0 •• •••••• 

• • 0 • • • • • • • • . . . . . . . 
••••••••• • 0 

- . 
0 • 0 ••• • •• 

• • 0 •• 

• • 0 • • 

. . . . . · . ... .. . . . . . . . . . . . . 
• 0 • 

• 0 •••• 

- 0 

• 0 0 0 • 

Figur~ 20. G~n~ral lode:~ of Communications, arou.nd 1935 

following groups of countries, arranged in rank oraer : 

Over 175: Denmark, U nited Kingdom, Switzerland, Sweden 
125-174.9: France, Belgium, Norway, and the Netherlands 
100-124.9 : Luxembourg, Germany, and Austria 

75- 99.9: Ireland and Latvia 
50- 74.9: Finland, Czechoslovakia, Italy, Hungary, and 

Spain 
Under 50 : Estonia, USSR, Portugal, Greece, Poland, Bul

garia, Yugoslavia, Roumania, Lithuania, 
and Albania 

With the single notable exception of Germany,u these results 
are closely parallel to those appearing from previous comparisons. 
Again the relatively undeveloped economic systems of Eastern 
and Southern Europe stand in marked contrast to the economies 
of the North and West. 

If the countries of Eastern and Southern Europe are in gen-

u Tb.e reatlita for Germany would certainly be modlfieJ were comparisons made 
fol' a somewhat Later period, or were it possible to obtain da ta by districts (owing 
to the urban and lndu.atrlal concentration In Northwest Germany) . 
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I " . d t . I " h' d era non-m us r1a , t 1s oes not mean that no significant in-
dustri~l development has taken place. On the contrary, those 
countnes of East~rn and Southern Europe fo,r which reasonably 
complete production data are available were during the interwar 
period expanding their production more rapidly than were the 
older industrial countries of the \Vest.•• The same was almost 
certainly true of the other countries for which direct data are not 
available, and especially of Bulgaria, Yugoslavia, and Portugal. 

A more rapid increase in manufacturing production relative to 
a base year is of course partly, and in the present instance per
haps mainly, a function of very small beginnings. A doubling of 
production may have small immediate significance in the economy 
if the initial output was minute. On the other hand, the logic of 
the situation indicates that any kind of a start may provide the 
potentialities for rapid increase, which if continued over some 
time .may have more than a merely statistical significance. It is 
moreover true that industrialization in the course of recent history 
seems to be an accelerating process, that is, that countries that 
have entered upon a program of more or less deliberate industrial
ization late haye also accomplished results rapidly. The accelera
tion is chiefly due to the ability of the undeveloped country to 
adopt at once the technical developments built up slowly in the 
older industrial economies. This leads to its own train of serious 
adjustments in the social structure, to which attention is directed 
in the next chapter. The points of immediate interest are twofold: 
viewed in static comparison the agrarian economies are little in
dustrialized, whereas viewed dynamically they give strong indica
tions of potentially rapid and ultimately significant industrial 
development. ' 

Industry is already of considerable local importance in most 'of 
the Eastern and Southern European economies. In the Baltic 
States, Riga is the outstanding industrial center and lesser centers 
provide some manufacturing facilities. '\Varsaw, Lodz, Lwow, and 

"Appendix IV, Table 8, shows weighted averages of nationallndexe~ of m~nu
facturing production, with 1918 as the common base year, for the two maJor reg1on1 
of Europe (excluding the So,·let Union, which was of course expanding much more 
rapidly than the rest of the continent). The weights. used, as noted In the table, are 
national proportional shares of world manufacturmg produrtlon, converted to a 
basla of 100 for each regi0i1. No significant change In results would hliVe appeared 
had the weight& been converted on a basis of 100 for the totaJ number of countries 
Included. 
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Krakow give Poland heavy as well as light industry, although part 
of the immediate prewar impetus given industrialization in Poland, 
particularly in the ,"Central Industrial District," was the attempt 
to increase armament production, and under German domination 
this development was then continued and directed toward the 
manufacture of parts for assembly elsewhere. The western prov
inces of Czechoslovakia, the Budapest region in Hungary, Zagreb 
and Belgrade in Yugoslavia, Bucharest and Ploesti in Roumania, 
Sofia in Bulgaria, and Athens and Salonika in Greece provide ad
ditional examples of important industrial centers in the East. 
Oporto and Lisbon in Portugal, Catalonian Spain, and northern 
Italy are comparable areas in the South. 

These industrial centers provide at least a small reserve of fixed 
capital and trained labor. The war has caused some destruction 
of capital; the supply of skilled labor, despite some military 
losses, has probably increased. Certainly the development of manu
facturing in the interwar period indicates both the possibility of 
and the interest in "modernization" in Eastern and Southern Eu
rope. The possibilities for further expansion may indeed be limited 
by a variety of political and economic circumstances. Probably 
part of the development before th~ Second World War and cer
tainly much of the expansion under German sponsorship have been 
"uneconomic" in terms of increased national levels of living or 
under conditions of unrestricted trade. 11 

It will be necessary to specify later the conditions under which 
industrialization can be expanded, and the circumstances most 
favorable to enhanced production of consumers' goods and to in
creased economic opportunity. The present fact remains that 
despite the virtual collapse of world trade in the second interwar 
decade, poor .organization for capital accumulation, primitive 
marketing arrangements, and general lack of industrial traditions 
or training, the undeveloped economies have made some headway 
on the road to industrialization. 

Re.ource1 and Potentialitie1. The major industrial centers of 
the world have been built around abundant natural power, chiefly 
coal, and accessibility to raw materials and markets, especially by 
means of water-borne transportation. In these respects the coun-

•• POl' a ,In!~ of the raulu of German emnomle domination, aee Baaeh, op. eit., 
pp. 203-2281 Prl.llk Mllllk, TAa Ec01Wmlea of For•• (New York• George W. Stew· 
art, 11140). 
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tries of Eastern Europe, and to a lesser extent thos«:, of Southern 
Europe~ a:e poorly situated for industrial development. 

Coal IS m ?eneral. of poor grade and in sc'lnt supply. The an
nual producbon.du~mg 1931-1935, shown in Table 4 of Appendix 
IV, reached a significant figure only in Poland, Czechoslovakia 
and Spai~. Production in the other countries was either very smali 
or non-existent. The production of lignite is somewhat greater, 
and for fuel of this quality Bulgaria, Hungary, Yugoslavia, and 
Roumania may be added to the list of moderately important pro
ducers, although in Roumania the production remains very small 
per head of population. 

Small production is not in itself an indication of small supply, 
since production is also relative to economic and technological de
velopment. Reliable information about available reserves in coal 
and lignite is meager and out-of-date, owing partly to the fact 
that lack of economic development has retarded the exploration 
of actual and potential resources. What information exists, pre
sented in Table 5 of Appendix IV, suggests that Poland and Spain 
have considerable reserves of coal and that Hungary and Yugo
slavia have somewhat smaller reserves of lignite that may be ex
ploited for industrial uses. Czechoslovakia could probably be 
added to both groups. If the other countries are to develop major 
industrial centers, they must either secure their power by ex
pensive imports or develop alternative and probably even more 
expensive sources of power. 

Only four of the countries of Eastern and Southern Europe 
have become significant producers of petroleum-Czechoslovakia, 
Italy, Poland, and Roumania. Of these, only Roumania is a major 
producer. (See Appendix IV, Table 6.) Available evidence sum
marized in Table 7 of Appendix IV indicates that oil production 
in Czechoslovakia and Italy is based on scant reserves, and that 
the Polish production probably cannot be raised significantly. 
Roumania apparently retains large oil reserves, and Albania and 
Hungary have fairly large oil supplies, exploitation of which has 
barely begun. 

Southern and Southeastern Europe have some potentiality for 
hydroelectric development, not only by a "TV A on ~he Danube," 
but by harnessing lesser streams as well. Hydroelectrii1 power can
not compete with coal for heavy industry, and indeed is unsuitable 
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for steel production. On the other hand, it is of considerable im
portance in producing some of the lighter metals, especially 
aluminum, and the alloys required for the newer varieties of steel. 
Indeed, hydroelectric power is of growing technical importance in 
the development of light and somewhat decentralized industry, for 
which the European agrarian countries are best suited. However, 
hydroelectric development requires considerable initial capitaliza
tion and possibly cannot be undertaken by undeveloped economies 
without outside assistance and reasonable assurance of markets 
for industrial products. Wood is in abundant supply in most of 
the Eastern European countries, but cannot be considered as a 
significant source of industrial power; the same applies to the 
use of oil seeds. 

The potential power for industrial development, therefore, does 
not provide a basis for the development of heavy industry except 
in favorably situated local areas. For the most part these are 
understandably enough the areas that already have some indus
trial development; the notable exceptions are provided by the 
meager domestic processing or industrial exploitation of petro
leum resources in Albania and Hungary, and the limited process
ing even in Roumania. 

The situation of the agrarian countries is only slightly better 
with respect to mineral resources. With the exception of Czecho
slovakia, the countries of Eastern Europe are not notable pro
ducers of iron ore, and only Spain in Southern Europe has an 
abundant supply of iron. (See Table 8, Appendix IV.) Yugo
slavia may have iron ore reserves that are not fully surveyed, and 
smaller unknown reserves may exist in other Balkan countries. 
Together with the small supply of high-grade' coal, the paucity 
of iron adds a final barrier to heavy industry in many of .the 
agrarian economies. 

Patently the most readily available raw materials available in 
the countries under consideration are those originating in agri
culture and forestry. Tobacco, oil seeds, sugar beets, some plant 
textiles, leather, wool, and forestry products are produced in some 
or all of the agrarian regions. Grains, potatoes and timber pro
vide ample sources for industrial alcohol. The domestic production 
of cotton textile goods would have to depend on imported cotton 
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except in Italy, Bulgaria and Greece, where production could be 
expanded. 

S~ain, Czechos~ovakia, Yugoslavia, Portugal, and possibly Al
bama have supphes of some of the strateuic ores such as nickel 
b . h 1:>" ' ' aux1te, c rome, manganese, and tungsten. Some of these re-
sources remain unexploited, and domestic smelting and processing 
could be increased. 

The lack of materials for heavy industry, together with capital 
shortages, lack of highly skilled personnel, and absence of elab
orate marketing arrangements, will probably render development 
in the manufacture of machine tools, precision instruments, or 
capital goods in general slow and precarious. This applies more 
directly to Eastern Europe than to Italy and Spain. 

Upon the basis of known resources and actual or potential mar
kets, the chief opportunity for industrial expansion in Eastern 
and Southern Europe would appear to be the manufacturing of 
standard consumers' goods, including building materials, and the 
processing of foodstuffs for domestic and foreign trade. There is 
some possibility of expanding metallurgical industry in Spain 
and motor production in Italy. Some mineral resources would un
doubtedly figure more in foreign than in domestic use even with 
extensive domestic industrialization. Given relatively free trade 
at least within the Eastern European area, specialized metal in
dustries might be based on ores available within the region. 

The transportation facilities that will exist after the war in 
Eastern Europe, even barring heavy wartime devastation, would 
prove highly inadequate for an industrial development that re
quires the ability to get raw materials to fac\ory centers and 
finished goods to'the market. There is no advance reason for sup
posing that this obstacle to industrial development is any more 
difficult to surmount than the existing barriers to the establish
ment of factories and market organizations. Rather, the develop
ment of transportation must be regarded as an intrinsic part of 
the process of industrialization, and, like any other part of .a 
functioning modern economy, may or may not be the strategic 
factor at any particular stage in the process. The natural ob
stacles to transportation are few except in Italy and the Southern 
Balkans, and the evidence of Switzerland, Austri~, and other 
mountainous areas indicates that, given the need for transporta-

" 
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tion serving jndustrial centers and urban markets, natural ob
stacles are not decisive. The obstacles to a developed transporta
tion system in the p«:JlSant economies are to be found in economic 
structures, and will be removed with the modernization of those 
structures. 

Capital and Labor Requirement~. Limited natural resources in 
Eastern and Southern Europe imply limited and specialized in
dustrial development even under favorable conditions. In the ab
sence of substantial capital and its availability for economic ex
pansion, the conditions cannot be regarded as favorable. As · 
previously observed, the agricultural organization allows little 
capital accumulation, particularly in the form of cash savings 
available for commercial or industrial investment. Indeed, agri
cultural capital may be decreasing relatively to workers employed 
in agriculture or persons dependent on farming for support. In 
the less developed countries even such liquid assets as exist are 
difficult to put to productive use, not only for lack of opportunity 
but also for lack of a commercial and financial structure fitted to 
modem economic development. 

The countries that participated in early industrial development 
accomplished the transition to a diversified and expanded produc
tive system chiefly by means of capital accumulation through 
trade in handicraft-produced consumers' goods, and carried it on 
by capital accumulation from industrial production together with · 
continued trade with less developed areas. Greece and the coun
tries of Southern Europe have had a part in the commercial de
velopment .and to a lesser extent in the industrial development, 
and these countries have some prospects for further productive 
expansion if wartime destruction and disruption of economic 
organization can be made good. However, the avenues followed by 
those early in the field are now relatively closed to newcomers with 
initially poor competitive positions in world markets. 

For some domestic projects (including many types of plant and 
road construction), foreign capital goods may not be required ; 
the necessary capital takes the form of the food and other con
~umers' goods that the workers engaged on the project consume and · 
do not themselves produce. Other workers have to produce these 
goods and they have to be "saved." But in a situation in which 
there ia a large amount of hidden unemployment in agriculture, 



c 133 J 
part of the agricultural population is really not contributing to 
agricultural output but is being sustained by those who do con
tribute. In this case the producers by sustaini:ng the non-producers 
are in fact saving. So far as the saving process is concerned there 
is little or no difference between this situation and the situation 
that would arise were the non-producers engaged upon some cap
ital project. If this is true, then it should be possible for the state 
to obtain the capital required for its project through taxation 
accompanied by draining off some of the unemployed agricultural 
workers. 

Two further possibilities remain: (1) attempted acquisition of 
capital equipment through exports of foodstuffs and raw ma
terials, possibly at the temporary expense of domestic consump
tion, and the importation of capital goods rather than consumers' 
goods; (2) the import of foreign capital, whether from private or 
governmental sources, and whether bonded loans or equity invest
ments. Both Japan and the Soviet Union followed the first al
ternative to some degree. Its advantage is that, given the requisite 
control over the domestic economic and social structure, the proc
ess requires a minimum of international arrangement. It is, how
ever, still subject to trade barriers and measures of what has come 
to be called economic warfare. :Moreover, under conditions actu
ally prevailing in many of the agrarian economies, conditions 
allowing small opportunity for domestic capital accqmulation, 
this method of securing imports of capital goods can be accom
plished only by tremendous, if temporary, reduction in levels of 
living.•• . 

The advantage of importing capital is that it requires no such 
stringent limitation or reduction of levels of living, and may ac
complish a transition more rapidly as well as more smoothly. How
ever, the loans may be arranged only under conditions of a reason
able chance of political stability. Even if arranged between 
governments, a demonstration of net advantage to the economic 
structures of the capital exporters might be required. 

There is no quantitative shortage of labor for industrial em
ployment in Eastern and Southern Europe. On the contrary, 

• •• A further alternative lies In liquidation or export of substantial portions of 
the population. The alternative mi!(ht In fact be a necessary corollary where exist
Ing product allows only bare subsistence. 

.:1 
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labor is not "nly one of the principal "resources" of these areas, 
but the shifting of labor to more productive employment is pre
cisely the immediate-economic advantage offered by industrializa
tion. Two qualifications must be noted, however. A quantitative 
abundance of labor does not guarantee the immediate availability 
of appropriate technical skills, and the present location of labor 
supplies is not necessarily the location for industrial establish
ments that would be indicated on other grounds. Although the 
situation as here analyzed points to the movement of capital to 
sources of labor rather than the contrary, this principle holds 
only lfith respect to major geographical shifts. Industrial em
ployment lfithin the present agrarian economies will still require 
the migration of skilled workers, in part from older industrial 
regions, and more substantial movements over shorter distances 
to draw workers off the farms into factory centers. Regardless of 
national boundaries, an area of relatively free movement is essen
tial for the recruitment of industrial labor. 

Industrialization will not solve all the demographic, economic, 
and political problems of Eastern and Southern Europe, but 
would aid in the solution of some of them. Any program of eco
nomic modernization will also pose new problems, some of which 
are hrie11.y sketched in the final chapter. 



CHAPTER V 

ECONOMIC TRANSITION AND 
• 

SOCIAL ADJUSTMENT 

THE gloomy prophecies of "standing room only" have gradually 
lost their capacity to frighten the people of Northwestern Eu
rope. The specter of overpopulation has not been laid by learned 
examination of postulates and conclusions; the march of events 
has simply made the predictions appear to be concerned with 
another world. Yet part of that "other world" still lies within the 
European continent. The populations of substantial areas of 
Europe have grown at such a rate as to raise again the mooted 
questions concerning the ratio of population size to economic 
organization and product. 1\Ioreover, the populations of Eastern 
and Southern Europe exhibit considerable potentiality for con
tinued growth. Added to the problems common to a contint>nt 
devastated by war, the areas of rapid population growth must 
face the additional problems of providing economic support for 
all and employment opportunities for a labor force that will in
crease even more rapidly than the total population. The growing 
populations face these problems under circumstances scarcely 
auspicious. The economic organization is predominantly agrarian. 
Yet agricultural production per capita is low. In this sense the 
countries of Eastern and Southern Europe have "too many peo
ple"; in the same sense they have "too little product." 

The agricultural organization could be modernized to some 
extent, in some areas, under some conditions. In all of Eastern 
Europe except Hungary agrarian reforms have already estab
lished the peasant holding as the predominant type of enterprise. 
In the territories newly liberated from German domination even 
further agrarian reforms are once again under way. Division of 
land in the past has resulted in some intensification, but neither 
capital funds nor markets are available for greater application of 
intensive methods. In their absence, ample labor and small hold
ings simply yield "hidden unemployment." 1\Iarked improvement 
in the agricultural situation is only likely as part o} a general 
economic development within the region, and this in turn may be 
feasible only within an expanding world economy. , 
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The essentials of the analysis up to this point may be sum

marized in terms of economic opportunity. Some greater oppor
tunity may be provided in agriculture. Some may be provided 
outside the region through emigration, although the practical 
advantages to those that remain are doubtful, and in any event 
small. It seems clear that opportunity must be provided in broad
ened production and in the services that the consequently greater 
per capita W"ealth can provide. There remain two considerations 
of immediate significance for the problems posed by this study: 
the general conditions for economic development, and the demo
graphic significance of possible economic changes. 

I ndiUtrialization and I tl Organizational Requirement• 

Industrial development in Western Europe has been a long 
and essentially gradual process, revolutionary in the sense of 
fundamental change but not in the sense of a brief and violent 
transformation. It grew out of a previous and continuing com
mercial and financial development under conditions favorable to 
a change in methods and expansion of markets. 

It is interesting to note that Italy, Portugal, and Spain ~ere 
leaders in the so-called commercial revolution that preceded indus
trialization in Western Europe. Greece also is an old commercial 
country, and trade centers on the Danube,- Black Sea, and the 
Baltic have been established for centuries. Why commercial de
velopment in these areas was not followed by industrial expansion 
as in England and Holland, and later in the rest of Western 
Europe, is a hotly debated issue in economic history. Certainly 
part of the reason for differences in economic development must 
lie in the inequalities of resources mentioned 'in the preceding 
chapter. It seems reasonable to suppose that another part has 
been due to differences in traditions and interests. Perhaps the 
most pointed evidence of such differences is to be found in the sig
nificance of land. In major sections of Eastern and Southern 
Europe land ownership not only remains the main basis of eco
nomic organization but also serves as an end in itself and as the 
recognized source of prestige in the community. Where the large 
estate still exists, it allows its owners the way of life of the landed 
gentry, perhaps with large numbers of, in a sense, non-productive 
~ervants and retainers, or else life in the cities as absentee land-
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lords ~a commo_n phenom_enon in Southern Europe) 1 Savings may 
be re-mvested m estate Improvements, but rarely in commercial 
or industrial enterprises. Of greater significance is the fact that 
profits ~ccumula~ed in. manufa.cturing and trade are very fre
quently mvested m agnculture m Eastern and Southern Europe. 
\Vhere large estates persist, the successful tradesman who can 
muster the necessary funds may buy himself an estate and even 
the titles and perquisites appropriate to his new and consider
ably enhanced status. The actions of less prosperous tradesmen in 
predominantly peasant countries are not essentially different. The 
business man of the town will frequently retain a farm or buy one 
as a security measure. In short, the economic and social signifi
cance of land ownership in Eastern and Southern Europe tends 
to inhibit the growth of non-agricultural enterprise. 

It is sometimes claimed that the great deficiency throughout the 
agrarian regions is the lack of adequate banking and other finan
cial structures for draining off savings into productive channels. 
The deficiency is real. It is, however, more symptomatic of retarded 
development than a cause of it. Similarly, corporations could con
ceivably combine many small investments into a single efficient 
enterprise. There is no certainty that these economic forms would 
by their mere presence convert an agrarian and petty trading 
economy to an industrial one. The "normal" instruments of private 
productive enterprise cannot be expected to supply an interest in 
entrepreneurial success that has seemed less prevalent in Eastern 
and Southern than in Northern and "'estern Europe. Economic 
modernization requires special interests and skills as well as 
appropriate instruments and resources. 

The reasons f~r retarded economic development are not com
pletely irrelevant to the modern problems of productive expan
sion in the· agrarian states. In so far as those reasons continue in 
force they condition present action. However, care must be taken 
not to pose the practical issues falsely. The problem faced by 
undeveloped areas seekin"" greater production and income is not 

b 0 

how to reproduce the conditions that accounted for ~Vestern. In-

dustrialization. The technology and forms of econom1c orgamza
tion as developed in the \Vest are no longer confined to}~at re~ion. 
They have rather become part of the relevant economic ennron
ment everywhere. The pattern of historical change followed in the 

' 
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West, and therefore regarded by Western scholarship as "natu
ral," will almost certainly not be repeated in contemporary unde
veloped areas. The &ccumulated experience of industrial countries 
now can be put to use elsewhere, thus making possible more rapid 
change. In point of speed, new industrial programs are likely to 
be more revolutionary than the original version. Moreover, the 
pervasive influence of modern forms of economic control--cor
porations, cartels, and state economies-virtually assure that new 
industrialization will not be simply an accelerated recapitulation 
of the past. The new techniques of organization may and prob
ably must be used in areas undergoing modernization. 

The essential points in these circumstances are several. In most 
of Eastern and Southern Europe industry has not developed rap
idly, yet any program of economic expansion would seem to re
quire such industrialization as is objectively feasible. The his
torical processes of economic expansion cannot be repeated, even 
if it were desirable, since the results of those processes already con
stitute a new set of conditions in all parts of the world. An un
planned and unsponsored growth of small industrial establish
ments by private initiative may be too slow for present conditions. 
This inference flows from the present state of world economic or
ganization. It is given added force by the disadvantageous condi
tions in the agrarian regions. Both general and particular circum
stances indicate rapid transition with considerable planning or 
else a degree of continued impoverishment seriously disturbing to 
world peace and prosperity. 

The foregoing argument implies a considerable measure of 
governmental direction and planning if econom,ic modernization is 
to be achieved. However, the particular circumstances prevailing 
in the European agrarian regions, and especially in Eastern 
Europe, argue against development on narrowly national bases. If 
autarchical principles can have even local success anywhere, it is 
not in the belt of small states poor in resources and with limited 
markets. Governmental sponsorship of economic development pre
supposes political stability, internal and external. It also presup
poses a large measure of internationaf cooperation, often attempted 
in Eastern Europe but hitherto thwarted by intraregional jeal
ousies and by effective opposition from the great powers. Given 
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political stability and regional cooperation, politicjll authorities 
can foster ec?nom~c change in a number of ways. 

1. Marketmg a1ds and market security art; probably essential.' 
The strongest advocates of free trade have always acknowledged 
the need for protecting infant industries. This protection may take 
the form for instance of tariffs and other restrictions on imports, 
or of subsidies and tax remission, or of the provision of power or 
transport facilities at special rates. Whatever the form, some 
government plan and policy is implied; but it is important to avoid 
an autarchical distortion of such policies and to carry them out 
with appropriate regard to world and regional economic growth. 

2. A stable monetary system and fiscal policies that do not im
pede capital accumulation are needed. Like political stability, 
these are conditions difficult to achieve in the face of international 
disorder. Price controls and official rates of exchange may of course 
be determined unilaterally. This is a variety of economic warfare. 
To a significant extent, therefore, the internal problem of fiscal 
policy is inextricably also a question of external relations, areas 
of trade, and the like. Indeed, in modern Europe it is difficult to 
find "purely local" questions that are also of significance for eco
nomic development. 

3. An appropriate weighting of the factors in industrial location 
-resources, markets, transportation, power, capital, and labor 
supply-is an important part of the necessary planning for eco
nomic expansion. The relative importance of these factors varies 
with the type of industry, and with particular local conditions. 
Such recent technological developments as power transportation 
in the form of electricity have changed the relative strategic im
portance of the several factors. Light consumers' goods industries 
may be located with greater attention to labor supply and market 
demand than was customary in older industrial economies. Recent 
American experience indicates that some light industries (espe
cially textiles) may be almost as mobile as labor, and perhaps more 
so in view of the greater ease of control. The decentralization of 
light industries may therefore be prompted by local markets 

1 With reference to the advantages of price stability In agrlculturdlsee P. Lamar
tine Yates and D. Warriner, Food and Farmin!f iD Po•t-War Evrop• (London: 
Oxford University Press, 1943), Chap. VII, "Marketing." 

~ 
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for the industrial product and availubility of agricultural raw 
materials. -

4. General education of longer duration and more extensive 
co\·erage of the populution than at present, supplemented by free 
technicnl education for all ranks of industriul personnel, is essen
tin! for economic modernization with an elaborate division of labor. 
Public employment sen-ices and industrial recruiting programs 
may be necessary. Only by recruiting and training workers for 
new occupations will the over-all quantitative supply of labor, 
which is certainly adequate, have the appropriate skills and be at 
the right places. 

5. A barely calculable short-range difference in income will 
probably not be a sufficient incentive to promote rural-urban 
migration. The attractions of commercial and industrial employ
ment must be great enough to overcome intrinsic barriers to 
mobility: property interests, kinship ties, and the pull of the 
familiar. The potential migrant may be viewed as choosing be
tween alternatives. The new opportunities need be least where his 
economic and social situation is poorest. Thus landless workers 
and dependent members of land holders' families would be most 
easily recruited for industrial employment. Official policy may 
either weight the alternatives negatively, by disrupting the eco
nomic and social position of the agriculturalist-as by forced col
lectivization--or positively, by fostering sufficiently greater op
portunities in other fields of production. The greater opportunity 
must include a security at least equal to that enjoyed by the agri
culturalist. For the most part, the hazards of industrial unem
ployment have been regarded as greater than the hazards of the 
agricultural market. The whole economy would profit by measures 
that will increase the willingness of peasants to accept industrial 
jobs, and their ability to do so without substantial economic and 
social loss. 

The Change to an Urban, Secular Way of Life 

Recognition of the economic values of industrialization among 
leaders of the peasant societies is somewhat modified and in some 
cases nullified by fears concerning the social results of the process. 
In this fiel<:i it is difficult to separate fact and fancy, and the 
question is not soluble by fact alone. There are genuine differences 
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in values that find expression among exponents of ruralism and 
urbanism. • 

In the ·actual conditions prevailing in the agrarian regions of 
Europe, the alternative on the one hand is' rural poverty and a 
growing redundant population on the land; on the othe; hand 
there is the alternative of industrial urbanization, which will 
inevitably lead to certain changes in structures and values but 
need not intrinsically lead to the material poverty and eco~omic 
insecurity accompanying industrialization in the West. 

A "middle way," so often sought in situations offering uncom
fortable alternatives, is frequently proposed in the form of indus
trial decentralization with part-time farming. This program might 
offer a means for preserving economic security and avoiding acute 
crowding, and is perfectly possible for light consumers' goods in
dustries in a planned economic expansion. But if the industries are 
large enough and numerous enough to provide substantial eco
nomic benefits, the necessary organization of communications and 
markets will lead to life in a generally urban context, whatever the 
specific size and organization of the local community. 

The evidence in Western Europe and America is that the farmer 
gets at least partially urbanized in the process of general urban 
growth and developing communications. It seems safe to predict 
that this hazard is intrinsic, and that those who plan the develop
ment should not expect the preservation of all rural traditions by 
the device of industrial decentralization. On the contrary, decen
tralization may well hasten the process of rural change. 

Urbanization and the shift to an industrial market economy 
unquestionably bring about the process of secularization, that is, 
the breaking do1VIl of particularistic ties and the affiliation of the 
individual with larger and more specialized groups. The family 
and the village community cease to be the focus of social life, while 
occupational and similar groups gain in social .and individual ' 
importance. This is sometimes referred to as an mcrease of sec
ondary-group at the expense of pr!mary-.group contacts. The 
family's role in the individual's emobona~ life .m.a! be enhanc.ed; 
its role as the center of a whole range of h1s acbv1bes may declme. 
The shift away from a familistic type of society has gone on apace 
in the Western World, and has accompanied 'Vesterillization in all 
parts of the globe. It is accompanied by a greater emphasis on 

• 
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individual worth and personality and less on subjection of the 
individual to the small group. 

A process accompanying and resulting from that of seculariza
tion in its broadest sense is the introduction of increased deliberate 
control of fertility and mortality. Essentially the change stems 
from individualistic values conducive to small families and to the 
extension of public health and private medical care. The process 
as a whole, starting from high birth rates and death rates and 
moving to a less wasteful balance of gains and losses, is sometimes 
called the "vital revolution." The process typically starts with 
reduction in death rates, with a considerably retarded control of 
fertility. The gap between the two changes results in an extremely 
rapid population growth, experienced in Western Europe in the 
last century and spreading to other sections of Europe and the 
world during the present century. 

The point of present interest is that the "vital revolution" is 
already under way in Eastern and Southern Eut;ope, but the fall 
in death rates has not yet been compensated by declining fertility. 
The pattern of change in the agrarian countries appears to be 
following that previously established in the West. Capitals and 
other large cities already have net reproduction rates well below 
the replacement leveL But between urban and rural areas the 
differences in rates are very great, and the predominance of the 
rural population assures the continued and fairly rapid growth 
of the populations as a whole." It is the processes of urbanization 
and secularization, and indeed the whole complex of economic 
modernization, that may be expected to aid the completion of the 
"revolution."' The problems of an expanding population may be 
met by greater production or by reducing the rate of growth. If 
the two can be achieved by essentially the same processes, the 
chances for success are so much the greater. 

• See a .....,panlon volume In thia .erie. by Dudley Kirk on the population of 
tatenrar Europe, to be publiahed. . 

• There Ia no Intention here to dalm that the family limitation pattern reaultl 
hom eeonomlc expansion J>•r ••· but the two have gone together In the Westem 
World, and nen In the Industrialization of the Orient, In face of highly entrenched 
famlliatie nlae.. (See Irene B. Taeuber and Edwin G. Beal, "The Dynamics of 
Popalatlon In Japan, A Preliminary Report," Milbank M omorial Fund Quart•rly, 
22• 222-255, July, 19~.) The dynamica of the relationship Involves educational 
development, pv10Dal mobility, and other mechanisms for the dissemination of 
Jndiyjdaaliatie nlueo, while changed elrcumatancea make the aceeptanee of the 
val- feasible. 



[ 143 J 
Retrospect and Prospect 

The agrarian economies of Europe have no monopoly on diffi
cult problems in the postwar world. For some of these problems, 
~ere as else":here, there may be no comfo:rlable and eminently ra
tional solu~10ns. ~ven when solutions seem possible from an 
abstract pomt of VIew, the actual complexities of adjustment may 
preclude an otherwise effective program of action. For example, 
one of the results of secularization in the Western World has been 
an increase in nationalism, based, with important exceptions, on 
ethnic homogeneity. Nationalism may lead either to peace or war, 
depending upon both its vigor and its direction. The evidence from 
the United States and Russia indicates the possibility of relatively 
non-aggressive national states, uniting many ethnic groups, given 
relative international security. But in Eastern Europe any increase 
in nationalism will require exceptional statesmanship and political 
skill. It is clear, however, that the chance for solution is increased 
to some degree if the problems are correctly understood. 

The present study has been confined to a relatively narrow sec
tor of the total social situation in Eastern and Southern Europe, 
although the relevance of elements other than those directly dis
cussed has been indicated at numerous junctures. In the nature of 
the case abstraction is less crucial in analyzing economic and 
demographic circumstances than in predicting the future or, 
especially, in formulating policy. The maximum practical useful
ness of scientific appraisal is in presenting facts relevant to de
cisions, while the latter are made on other grounds as well. 

The circumstances outlined in this study indicate a growing 
problem of poverty and insecurity on the land that may or may 
not be solved in a manner satisfactory to the tillers of the soil or 
the statesme~ of the world. Whatever course of action is taken 
will not be equally satisfactory to all those whose interests and 
aspirations are involved. The line of analysis here ?eveloped seem,s 
to indicate that solutions to some of the economic problems are 
possible, given both the appropriate world. political ~on~itions and 
the willingness of the affected pe?ples to m_cur the meVJtable sac
rifices of traditional values. This conclusiOn may be less than 
searchers for final answers would wish; it is as much as can be 
confidently maintained in a world of reality. 



APPENDIX I 

METHODS AND DATA USED IN COMPUTING VOLUME 
OF AGRICULTURAL PRODUCTION• 

THill differences in agricultural productivity in Europe, summarized in 
Chapter II, are presented in terms of an index of volume of production. 
The methods of calculating the quantity of output and of determining the 
weights assigned to the several component products are presented in this 
Appendix. A brief discussion of the reliability and shortcomings of the 
index is also included, together with statistical tables supporting the 
methods and summarizing the results. 

Calculatiofl of "Ditappearance•" 

The quantity of agricultural production that reaches the household or 
industrial consumer is difficult to determine precisely, since some of the 
goods produced may be used in whole or in part for further production (as 
livestock feed, seed, or fertilizer). The "net" production from agriculture 
may be approached by two different methods, as follows: 

(a) Crop shrinkage and seed requirements are subtracted, and that por
tion of the product used for livestock feed is excluded while livestock 
products are counted.1 The. method has the virtue of taking livestock prod
ucts into account and yet avoiding "double counting" of crops used for 
feed. It has the disadvantage of requiring difficult estimates of feed uses 
of those crops used both as food (or as industrial raw materials) and as 
feed. This difficulty is marked in the cases of cereals and potatoes. 

(b) Livestock products are not counted and exclusive attention is given 
to crop production on the assumption that the value of livestock products 
is roughly represented by the value of feed. The method has two serious 
disadvantages: (I) for most countries the. value of feed derived from 
pastures is not available and extremely rough estimates have to be made; 
(2) the value of livestock products is considerably larger than the value 
of feed used, and the cost of these products must include the additional 
labor required. With considerable arbitrariness and inaccuracy the under
valuing due to the second difficulty may be offset by making no allowance 
for shrinkage and seed use in evaluating crops produced. Strictly speak
ing, however, such a procedure yields "gross production of crops" and not 
the net quantity of agricultural production. Therefore method {a) is the 
one used in this study, and its main features are discussed below. 

• The essential methodology and data eontalned In thu Appendix were developed 
by Dr. Adolf Kozlik. However, Dr. Ko•lik bad left the United States before ftnal 
preparation of the study for publication, and cannot be held responsible for the 
present exposition. · 

1 This procedure Ia known as the ''Laur method.• See Ernst Lelbr, Ei,.fillan~ .. g 
;,. die Wirl•claaftllelart d11 La..dbiJUI (BeriiDI Paul Parey, 1920), especially pp. 
208-280. 
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The net quantity of production then consists of those products that reach 

the industrial o~ household consumer, thus excluding the products re-used 
in agriculture for further production as well as portions lost through 
shrinkage. It follows thpt the calculation of net quantity entails not only 
the calculation of gross product but also the assessment of that part of the 
c:rop production represented by shrinkage losses, seed, and feed. Both 
aspects of the calculation involve the supplementing of directly utilizable 
data by estimates, often of an extremely rough sort in the case of the neces
zary deductions. The data available and estimates made are commented 
npon under the following topics: 

(1) Livestodt Products 
(2) Grains and Potatoes 
(5) Other Food Crops 
( t) Industrial Plants 
(5) Orchard, Garden, and Related Products 

.l.iw.tocJ: Prodacu. In computing the total volume of livestock produc
tion by eountries1 the following basic data have been used. Meat and milk 
production data are computed by the League of Nations• from current 
production reports and supplementary official estimates of that part of the 
output which is not currently reported. These are the best and most com
prehensive international computations of their kind available. Egg pro
duction has been computed (partly estimated) from various national and 
international sources. The meat produced from fowl (such as chickens, 
geeae, ducks, and turkeys), which can only be estimated from the number 
of fowl on farms, is negligible compared with beef, veal, pork, and mutton, 
except in a few Balkan areas, and has therefore been omitted. 

Graiu atul Potaloe.. Part of the grain produced is re-used in agricul
ture for seed and feed or lost through shrinkage. Seed requirements, 
wastage, and feed have been deducted from the amount of the gross crop 
in order to compute the net production of grain. 

w .. e.ge nries aomewbat by countries, but for lack of national data the 
German estimate of three per cent loss is used for all countries. • 

Seel~eqairet~~eJ~u per hectare in the various countries are shown in 
Table 1, according to nationally computed data where available. Where 
ncb data could not be found, estimates baaed on known requirements in 
countries with aimilar agricultural, climatic, and aoil conditions are given. 
It will be obserYed that on the whole more seed per hectare is used in the 
DOrthern than in the southern parts of Europe, and more in the moun
tainoua parts than in the plaina. 

The nerage acreage under each specified crop In the five-year period 
eonsidered (1951-1955) is abown in Table 2. By multiplying these data 

s Shown hl Table IT of thlo Appendix. 
I See 814ti1K.,., Y-·Bool< of tlw L~t~gu of zr,.e;,..,, 1940/'1 (GeneTa: 19<&1), 

pp. 81 «. 
• See Bl<lllduelM /..Arbtoel fiW tl<u D...e1elw B.lell, 1988, p. 886. 
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TABLE 1 

• 
Seed Requirements per Hectare, for the Period 1931-1935 

(Kilograms) • 

Countries Wheat Rye Barley Oats Maize> Potatoes 

N orthom E •ropl 
Denmark · 180 ISO• 2oa• 230• 2000• 
Finland 168 166• 

. 
1sa• 186° 2000• 

Norway 219 170 203 232 . 2369 
Sweden 212 198 20'1 223 . 1824 

Ea~t•,.,. Europe 
Estonia 172 174 172 188 . 2160• 
Latvia 169 163 165 181 . 2UO 
Lithuania 177• 175• 178° 186° 1703° 
Poland 177 175 178 185 so• 1703 

Contml E•ropo 
Austria 145 150 140 1SO 90 2000 
Belgium 165 t5o• 145° Mo• 46• 1600• 
Czechoslovakia tao• 180° t5o• 150• so• 2000• 
France 178 168 152 188 46 1618 
Germany 170 162 146 154 . 46• 2122 
Luxembourg 176• 168• 162° 188° 46* 1618° . 
Netherlands 155 1so• 140· 1so• 46• 1600• 
Swltserland 200 190• tso• 200• . 2000• 

Ballcatll 
Albania 200• 190• t&s• 1so• so• t700• 
Bulgaria 217 198 186 146 so 1024 
Greece t31l• no• no• too• so• t400• 
Hungary 174 174 167 189 84 1891 
Roumania 177 t61 t33 1ST 24 t668 
Turkey t31l• no• no• too• so• 1400• 
Yugoslavia 199 198 166 152 81 1768 

Bovthttn• E•ropo 
Italy t40 t40 tao too• 86 tOOO 
Portugal 184 104 14 68 so• 1468 
Spain t86 tos• 75• &s• so• t460• 

Brituh I 1111 
Ireland t31l• )30• tao• tao• . t&oo• 
United Kingdom t31l 130• ISO* tao• . 1600• 

• Estimate. 
1 A dot Indicates that maize Ia not grown. 

with those of the preceding table, each country' 1 total annual requirements 
of seed for each specified cereal and for potatoes are obtained. The results 
-admittedly "conjectural" where estimated per-hectare requirements 
were used-are shown in Table S. 

U•e. for feed are extremely hard to determine, since mos!. cereal crops 
u well as potatoes may be used for either human or animal consumption. 
Available estimates concern only a few of the major grains In a relatively 
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TABLE 2 

Acreage of Specified Crops, Average for 1931-19351 

ColiDtriel 
Acreage in 1000 Hectares 

Wheat Rye Barley Oats Mai.oe Potatoea 

NorC.V..B....,.. 
J.l2 Dr.tuDarlt 110 8-18 882 - 'Til 

Finland 40 231 126 462 - 80 
Norway 15 6 58 94. - 4.9 
Swedea 284. 221 109 659 - 138 

B...,_ B....,.. 
Estonia 5'1 ' 14'1 10'1 1411 - 'TO 
Latria 119 253 185 81'1 - 108 
Lithuania 205 498 203 851 - 176 
Polaud 11411 5723 1208 2204. 94. 2763 

Cnhal Bwro,. 
Austria 224. 863 168 806 M 201 
Bel~ 158 194. 85 262 - 167 
CwedvM!onlda 895 1017 680 '198 172 736 ,......,., 6372 693 '121 3868 842 1411 
GermaDy 22141 41474. 1602 8158 8 2850 
Lvx""boa~ 14. 8 8 28 - 18 
Netberbmcb 127 1811 28 137 - 11!5 
Swiberland 60 17 8 14. 1 4.8 

Baa-
Albania 31 8 5 10 '19 0.4 
Bulgaria 1223 209 230 121 'Til 14 
G~ 708 72 218 136 2411 17 
Hangary 1591 631! 466 227 1140 29/J 
Rcnunanla 8194. 880 1785 823 4906 282 

~"ria 8230 271 1522 175 899 414 
2069 24.9 422 865 21!15 2411 

Bowt'-s B....,.. 
Italy 4t96J ll5 20'1 41411 14142 408 
Portopl IJll6 152 69 179 411 811 
Spain 41!57 1!98 1891! '178 436 440 

Britilll•IM • 
Irei&Dd 28 I 50 2-50 - 1~9 
Ualted Kingdom 8llll B• 888 1068 - 806 

1 Soaree: International Inatitute of Agrlcalture, lat•1'114timoal Y •Mboo.l: of .J.gri
nol-.l StGtilltie•, 1985-1931, PP• 282 If. 

• Rye lllld mealin. 

I1Dilll number of eountriea. Because of the numerical weight in term• of 
both quantity and nlue of the grain• commonly 1tudied, the lack of data 
OD the othen might be eon~idered relatively unimportant. But the inade
quate terrib;',,al coverage of the eatimates create• a more fundamental 
huard, •ince the utilization of crop• il by no muns con1tant. Thua,.for 
nample, potatoea are commonly ued &I a major part of 1toek feed in 



c 149 J 
TABLE 3 

Amount of Grains and Potatoes Used for Seed, 1931-1935 

Countries Amounts Used for Seed In 1000 Metrie Tons 

Wheat Rye Barley Oata Maize Potatoes 

Nor tho no E wop• 
Denmark 19.8 2&.6° n.a• 87.9° I~.o· Finland -6.6 88.1° 20.8" 8&.11• I&o.o• Norway -

8.8 1.0 ll.8 21.8 - ll3.6 Sweden 60.2 48.8 22.8 148.8 - 242.6 

Eutoni Europe 
Estonia 9.8 25.6 18.4. 26.7 - 150.3" Latvia 20.1 4.1.2 28.7 37.4. - 282.2 Lithuania 86.8° 87.2° 85.1° 64.9° - 299.7 
Poland 809.4. 1001.5 209.0 4.07.7 7.11 4.688.4. 

C1ntral EtWopo 
Austria 82.11 37.1 28.5 55.'1 3.8• 896.0 
Belgium 2U 29.1° 5.1° 88.7• - 267.2° 
Czechoslovakia 161.1° 183.1° 102.0° ll9.7° 5.2° I472.o• 
Franee 94-11.5 118.0 110.5 4.64..1 IU 2288.0 
Germany 876.4. 680.0 238.9 485.6 o.a• 6047.7 
Luxembourg 2.&• 1.8• O.ll" 8.9° - 25.9° 
N etherlanda 19.7 27.8° 8.9° 19.2" - 248.o• 
Switzerland 12.0 8.1° 1.1° 2.8° - -

Balkan~ 
Albania 7.4° 0.6° o.8• 1.5° 2.4° 0.7• 
Bulgaria 26&.4 41.4. 42.8 17.7 21.8 1U 
Greeee 95.6° 7.9• 28.8° 18.6° 7.4° 23.8° 
Hungary 276.8 llO.S 78.2 81.6 88.8 410.8 
Roumanla 56&.8 61.2 237.4 112.8 117.7 470.4. 
Turkey 486.1• 29.8• 167.4• 17.5• 12.0• 61.6• 
Yugoslavia 4.11.'1' 48.1 69.6 55.11 78.0 488.5 

Bouthono Ewopo 
Italy 694.11 16.1 26.9 4.4.2 51.9 4.06.0 
Portugal 7U 15.8 5.1 11.8 12.8· 4.6.8 
Spain 619.8 62.3" U2.1• 50.4• 18.1· 638.0• 

Britu1t I''" • 
Ireland 8.8• 0.1• 6.5• 82.5• - 492.8• 
United Kingdom 88 •• I.o• 50.4° 188.8• - 222 .•• 

• Estimated seed requirements. 

Eastern Europe, and are rarely so used in Western Europe. On the other 
hand, some northern countries such as the United Kingdom, Belgium, the 
Netherlands, and Denmark produce wheat that in peacetime is considered 
unsuitable for milling and is therefore largely used for feed. In the case 
of cereals, an initial division into grain retained for feeding 1nd grain con
verted into flour is not a final one, since the milling offals are again avail
able for use as feed. We have therefore taken into account milling extrac-
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tioas, which ~ reasonably uniform in all regions unless kept unusually 
high or low by governmental regulation. 1 

It should also be noted that although the present concern is with do
mestic agricultural pn>Uuction, the character of foreign trade affects do
mestic production. Grain exports may be readily assumed to be entirely 
"net" production, and need cause no difficulty. On the other hand, grain 
imports, whether used as food or feed, necessarily affect the disposition of 
domestically produced grains. For purposes of computing domestic pro
duction, it has been necessary to assume as a working hypothesis that seed 
and feed requirements have been met from domestically produced grains 
up to the limit of the domestic crop. Thus, should the estimated total 
amount of grain used for feed and seed equal or exceed domestic produc
tion, we simply assume that none of the grain domestically produced is 
"net" production. 

For the present study it has been necessary to use the primary data on 
crop disposition that are available, and on the basis of these data and 
seattered descriptive materials on agricultural organization, dietary habits. 
and the like, to construct very rough-and-ready estimates of the propor
tions of various crops used for feed. The sources used and considerations 
taken into account are summarised in the notes to Table 4, which gives by 
country the estimated ·proportion of the principal cereals and of potatoes 
n-m•ining after deductions are made for wastage, seed requirements, and 
feed use. At this point we need only to review some of the more general 
ecmsiderations determining the use of the several crops. 

Oats in continental Europe are used almost entirely for feed, with only 
negligible amounts used for oatmeaL Exce.Pt for the British Isles and the 
USSR, it is assumed that no oats enter into "net" production as here de
fined. Barley is used primarily for brewing and for feed, with small and 
variable amounts used for gruel and as a substitute for coffee. However, 
the use of barley for brewing provides a case comparable to the milling of 
other cereals, 1ince the mash remaining from malting is available as feed
ltnft', and this factor bas been taken into account. Rye is primarily a food 
cereal, but 1ome is fed to livestock where production exceeds bread re
quirements. Wheat is infrequently used directly for feed, except in certain 
northern countries as already noted. However, bran remaining from con
venion to ftour must be taken into account. Of all cereals, maize is most 
afl'eeted by consumption habits. It is extensively used for food in South
eastern and Southern Europe.• In other maize-growing countries it is used 
almost entirely for feed, and in the northern countries it is not grown at all. 
The main problem of estimation therefore was the aeparation of food and 

• Far ezample, Switzerland u a grain Importing eountry required a very blgb 
atndloa rate, wbereu France when faced wltb wheat ourplueea ftxed a very low 
maximum tloar estractloa to promote eonoumptlon. 

• Ia Italy, m.slze consumption for food tenda to vary In Inverse ratio to the 
peaaant'a proaperlty and In direct ratio to tbe price of wheat. See Carl T. Schmidt, 
T .. Plocgl •"" tu 8'IIIJOrtJ: Labor, LaRd, ctWJ Proporty 0.. F~&~rid Italy! (New 
York: Columbia Unlvenlty Preu, 1938), pp. 169-165. 
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TABLE 4 

• 
"Net" Production of Certain Cereal Crops and Potatoes 

Percentage of Gross Production' 
as a 

Countries Wheat• Ryea Barley• Maize• Potatoes• 

N orthoN Europ• 
Denmark 0 0 0 0 40• 
Finland 116 63• 8 0 40• 
Norway 0 0 0 0 40• 
Sweden 114. 4.11• 82 0 89 

EruloN Europe 
Estonia 78• 1o• 4oll 0 40• 
Latvia 78 70 4oll 0 4.0• 
Lithuania 77* 68* 8 0 40* 
Poland 77• 68• 28 0 4.0• 

Contral Europe 
Austria 71 60 0 0 4.9 
Belgium 29 7 0 0 49 
Czechoslovakia 72* 63* 21 0 4.11* 
France 14. 18* . 8 0 110* 
Germany 14. 63 80 0 40 
Luxembourg 21• 7• 0 0 49* 
Netherlands 42 40• 0 0 110 
Switzerland 4.1 26 0 0 24. 

Balka,.. 
Albania 76* 69• 2o• 92• 10* 
Bulgaria 10 111 8 88 118 
Greece 88* 63* ]] 84. 10* 
Hungary 14.* 211 18 II eo• 
Roumania n• 68* 40 85 1111 
Turker, 18• 72* 12 90 10* 
Yugos avla 18* 69 81 92 70 

SouthoN Europe 
Italy 79 78 0 41 89 
Portugal 72 70* 10 811• 1o• 
Spain 72 70* 10 so• 70• • 

• 
Britula T•l••' 

Ireland 78* 411* so• 0 110* 
England and Wales 50 50 1111 0 80 

Srotland 68 411• 88 0 88 
Northern Ireland 78* 411. 60 0 110 

• Estimate. 
1 That Is, exduding shrinkage losses (set at 8 per rent), seed requirements, and 

use of crops for feed. It should be noted that where domestlr produrtlon Is only 
equal to or Is less thau seed and feed requirements, none of the domestic produrtlou 
Is ''net." 

I The net produrtlon of wheat takes account not only of shrinkage, seed require
ments, and wheat directly fed, but also of bran feed (set at 10 r.r rent of the nine 
of the milled grain). For flour extrartlon rates, see M. K. enaett, Per Capita 
WlaeaC Comumptio" ;,. W .,,,,... E•rope, Wheat Studies of the Food Research 
Institute, JJ(1):299, March, 19811; J"t•matiot>al Yearbook of .4gricvltural StatU-
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feed in the Balkan and Southern European countries. Other grains are of 
fairly minor importance. l\Ieslin is planted somewhat extensively in 
Xorthern countries, but is almost exclush·ely a feed crop. Millet is grown 
in Eastern and Southe1stern Europe, where its use varies, and estimates 
must be made in the virtual, absence of quantitath·e information. Although 
the estimates are subject to wide errors, the small production of the grains 
reduces the error in the total amount of agricultural "net" production. 
Potatoes, as already noted, are widely fed in Eastern Europe, where their 
production is great and cost is small. \There they are more expensive they 
are less extensively used for feed. 

Otlur Food Crop•. The proportion of other food crops that can be re
garded as "net" production is assumed to be constant in all countries. 
Leguminous crops, for example, appear to have fairly standard seed re
quirements. Certain crops such as broad beans, horse beans, and chick
peas are more commonly fed than are other legumes, but the statistics 

tiu,193S-1937, p. 379; J. H. Shollenberger, Wh•at R•quir.menll in Europ•, United 
States Deportment of Agriculture, Technical Bulletin No. 535, September, 1936. 
For detailed statistics on the crop disposition of wheat in Germany, 1926-1930, upon 
..-hich statistics some of the present estimates are based, see Hans Kunz, "Der 
deutscbe Getreidebau," D•utuh• Agrarpolitik, 1:176, 1932. 

• As in tbe case of wheat (see note 2), the bran remaining from milled rye is 
subtrocted as part of rye used for feed, calculated as 10 per cent of the value of 
milled grain. For rye flour extraction rates, see Benedetto Barbieri, "lndaJrine 
statistic• sulla disponibilita alimentari della popolazione italians dal 1922 al 1937," 
~,.Mli di Statiltk~ Series VII, 3:10-98, 1939; Helmut Eisig, "Der Verbrauch von 
!<\ ahrungsmitteln in Ikutschland vor und nach dem Krieg," Deutlrh~ .A grarpolitik, 
l:H7, n. 2, 1932; Shollenberger, op. cit. Detailed statistics on crop disposition of rye 
in ~rmany, 1926-1930, are giv~n by Kunz, loc. cit., p. 179. 

• Tbe net production of barley must take into account direct uses for food (flour 
or gruel) and indirect food use in the form of malted barley for beer. In the former 
<a~ direct feed uses and bran (set at 10 per cent of the milled grain) have been 
&ubtract~ whereas in the rase of b~er the feedstuff remaining from beer produc
tion b ... ~n computed. Thus the direct food consumption of barley is high in 
Estonia, Latvia, Roumania, Turkey, Yugoslavia, an~ partly, in the British Isles. 
The value of feMstuff remaining from brewing has ~en estimated from the dispo
lition of barley in Germany (su Kun~ loc. cit., p. 18.5) and from information sup
plied by the Brewery Academy. It is fixed at 12 per cent of the malted barley. 

'llaize is not gTOWD at all in the northern countries, and in other countries where 
no "'net" production is indicated the domestically grown maize is less than enough 
to account for shrinkage, attd r~uirements and fttd. 

• Tbe use of potatoes for food or feed is quite variable, feeding use being larger 
in Sorthem and Eastern Europe, and less in other sections, being at a minimum in 
En~land and Wale• and Scotland. For statistics on the disposition of potato orops 
in Germany-, see '\\1 emer Henkelmann, "Der deutsche Kartoft'elbau," Deutuhe 
A grarpolitilc, I :197, 1932. 

t The percentages of wnet" production for wheat, rye, and barley refer here to the 
disposition of the total amounta of these grains used, including imports. This rep
r~nts an exception to the procedure specified In note 1, due to the impossibility 
of distributing tbe total import& of tbe L'nited Kingdom. Were the normal proced
ure followed, the percentages in the cases of wheat and barley would be consider
ably lower, with rye little affected. Since the domestic production of these grains is 
omall, and it !1 only to that production that the percentages are applied, the error 
involved is not l&rJl"e. The normal procedure Is ur;;ed in the caRe of Ireland. 

Oata II u&ed•'n the L'nited Kingdom as a food jl'rain, and the followinll' are the 
percentages of "net" production: Enjl'land and Wales 20, Scotland 4Jl, Northern 
Ireland a. These percentages would be little affected by taking imports into account. 
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rarely make adequate or constant distinctions. Some rather arbitrary 
estimates have therefore been made. In the case of vegetables use for feed 
is exceptional, and they are regarded as entirely "net." Estlmates of the 
proportional "net" production of other food crops,' industrial plants, and 
orchard, garden, and -related products are summarised in Table IS. The 

TABLE 5 

"Net" Production of Miscellaneous Agricultural Products as a 
Percentage of Gross Production• 

Product 
Leguminous crops• 
Vegetables 
Sugar beets• 
Fibre plants 
Oil seeds• 
Tobacco 
Honey and Beeswax 
Silk cocoons 
Grapes and Wine• 
Horticulture 

Percentage 
80 

100 
70 

100 
50 

100 
100 
100 

80 
100 

1 That Is, excluding (where applicable) shrinkage losses, seed requirements, and 
feed use. It Is assumed that these percentages are the same In all countries where 
the crops are produced. 

• Seed requirements are estimated at 10 per cent. See the data for France In 
Fird World .fgrtcultural CoflltU (1930), Vol. 2, pp. 434 tr.; for Italy, In Benedetto 
Barbieri, "lndagine statlstica aulla dlsponlbilit& alimentarl della popolazlone lta
liana dal1922 al 1937," .fAnaU di BtatiltietJ, Series VII, 8:20, 1939. Allowance for 
shrinkage and some feed uses (especially of broad beans, horse beans, and chick
peas) brings the total deductions to about 20 per cent. 

a Net production of sugar beets must take Into account not only those beets di
rectly fed (roughly 10 per cent) but also the drystutr remainders from milled 
beets (about 20 per cent of the value of the milled beets). See Kathe Bauer-Men
gelberg, "Neuordnung und Aufschwung In der deutschen Zuckerwirtschaft," Dio 
Wirt.cluJftrku"''• 8:236-246, 1984; Eduard Reich, Dio trclaoclaorlolrHlkilclao Lattd
'rl>irtrcluJft; ilaro GrU1&dlago" uftd ilaro O..gaftilatio-. Berichte tiber Landwlrtschaft, 
Sonderheft 108 (Berlin: 198ll), p. 199. For statistics on utilization of 100 kg of 
sugar beets in Csechoolovakia, see Csechoslovakia, .fA"""iro Btatiltiq.,, 1938, pp. 
72 ff. 

• Allowance Is made for seed, direct feeding, and the oil meal and oil cake re
maining from the pressing of oil. By weight, the oil actually extracted amounts to 
about one-third of the total weight of seeds, but the oil I• of higher value by 
weight than the remaining feedstutr. For the disposition of 100 kg of oil seeds In 
Germany, 1927-1937, see Albert Hauck, "Die Fetterzeugung In den kleineren Ver
waltungsbeslrken dea Deutschen Reiches," Bortchto iibor La..dwirt.cluJft, 1840, p. 
32.. ' 

• Taking into account approximately 20 per cent of the value of the grapes 
represented by mash remaining from pressing for wine, and used for feed. 

notes to that table indicate the data and considerations upon which the 
estimates are based. a 

Indu.trial Plant•. Industrial plants may leave agriculture entirely 
(that is, be wholly "net" production), or be used partly for production 

0 
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aDd partly for, feed. Thus, fibre plants and tobacco are entirely "net," 
whereas both sugar beets and oil seeds have feed uses. In the case of sugar 
beets it is necessary to take into account both the raw beets retained on 
the farm for feeding, bd the milling remainders that are available for 
feed. Oil seeds may be used directly for feed, or the seeds may be pressed 
and only the remaining oil cake used for further agricultural production. 
In either case, part of the crop must be retained for further planting. 
Although the disposition of these crops naturally varies somewhat, the 
anilable estimates are applied to all countries where the crops in question 
are groWD. 

Orclanl, G•nln, •Ill ReltJted Protl•ct•. The production of such prod
ucts as honey and beeswax, silk cocoons, grapes and wine, and various 
fruita is rather poorly reported, except, fortunately, where the products 
represent "crops" of some importance. Honey and wax are assumed to be 
entirely "net" production since that part of the honey required to feed 
the bees is not reported in the statistics. Where direct information is not 
anilable, estimates of production are made from the number of hives and 
the production per hive in similar areas. For estimating the value of silk 
cocoon production, the value of mulberry leaves used for feed is simply 
neglected. Where silk growing is of any importance, statistics are avail
able. Horticultural products are poorly reported, but may be estimated 
from acreages and the production in comparable areas. These products 
are entirely "net." In the case of vine products, some account must be 
taken of mash remaining from wine production. Otherwise, the problems 
of estimating production are comparable to those of other fruita, although 
the Yine products are in general better reported. 

CMUtnaetioa of the "Crop Uait" 

Once the net quantity of agricultural production is determined, it is still 
neeessary to find a means of weighting the varioua types of production 
according to quality, and to find a method of making international com
parisons in common units. A. already implied, the method of weighting has 
been that of economic value or price,' as explained in the following para-

• grapha. However, this procedure faces the immediate obstacle of compara-
bility on two counts: the purchasing power of different currencies varies, 
as do relative prices even within the product-structure of agriculture. 

If internal price structures differ widely from one country to another, 
prices cannot be used directly for international comparisons of agricul-

' The method of welgbtlnlf ued In thg study represents a choice among unaatls
flldory alternati.-es. The altemati.-ea that purport to measure production In nutrl
tiYC anita, whatner their merits on other grounds, have alight relation to the eco
-..ic value of prodnctlon. The Index here developed u not exactly representative 
of that value, but appean to be a more direct Indicator than are feed values, caloric 
val- and the like. It II, however, Instructive to note that nutritive weights calcu
lated with lf"CCI'.er attention to protein fond values than baa been customary In such 
meuura, correapoad approximately to the economle weights uaed In thla atudy. 
See Wilrmann, "Emithrunpwlrtachaftllcbe Leutuogamauatiibe," MUteU....g••fur 
4;. IA."""*"ueuft, September 2, 19". . 
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tural values. On the other hand, with similar price structures the monetary 
systems provide no final obstacle, since computations may be made through 
the use of one "European price." Actually, a comparison of price struc
tures in all European countries where data are av,.ilable indicates .a gen
eral similarity but with considerable variation in details. Thus, livestock 
products yield higher prices per unit of quantity (or even per calorie) 
than do grain products, and the relative position of various grain prices is 
fairly uniform. We have therefore weighted the quantity of agricultural 
products by a "Modal Value-Ratio," as explained below. 

The weights used for determining the output of agriculture are based 
upon price ratios. Thus, a market value is set not only for those products 
which have actually entered trade and helped determine the price, but 
also for the remainder of the individual crops or products that for one 
reason or another have not directly entered into the pricing mechanism. 
Food consumed on the farm is valued in terms of the market price. 

In order to construct an index of agricultural output without direct 
reliance on national monetary systems, a system of price weights has been 
constructed. This allows the conversion of national production data into a 
single international unit, called the Crop Unit (hereafter CU). The data 
and method used in constructing the weighting unit are discussed in the 
following paragraphs. 

The Crop Baaket. A crop basket has been selected that is made up of 
one quintal (100 kilograms) of the six most important European crops in 
the proportion of their total European production during the 1981-1985 
period. The composition of this crop basket is as follows: 

16 kg wheat 
9 kg rye 
6 kg barley 

10 kg oats 
6 kg maize 

58 kg potatoes 

100 kgl 

This crop basket.h:s been so constructed as to include su~cient commo~i
ties to avoid accidental and misleading results. Were a smgle commodity 
like rye selected as a basis, the results would be subject to grave errors 
wherever rye is unusually cheap or unusually expensive. Thus, were all 
agricultural products weighted in terms of the exchange ratio per quintal 
between each product and rye, all other products would be given high 

a In Europe (excluding the USSR and Turkey) the average production of 1981-
1985 was (In thousands of quintals): 

424,360 wheat 
227,740 rye 
169,210 barley 
256,830 oats 
170,820 maize 

1,405,620 potatoes 
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....Iues in Hungary where rye is very cheap, and low values in Latvia 
where rye is ~pensive. The group of commodities selected, even though 
ehidly cereals, is sufficiently diversified in terms of regional product struc
tures to c:ancel out aoQie variations in individual exchange ratios. At the 
same time the products are sufficiently homogeneous in quality, and in 
national price ratios among the "basket" crops, to allow international 
comparison. Crops are better suited for such comparison than are livestock 
products. Most of these crops are grown throughout Europe, and the 
others in a substantial proportion of the total number of countries. As a 
whole, the crop-basket crops form an important part of total agricultural 
production in all European countries. Finally, a fairly complete range of 
prices for these crops exists in nearly all of the countries. Therefore, the 
amount of hasardous estimating required for constructing the value ratios 
is kept at a minimum. 

Price Datta. The price of a crop basket in each country is next com
puted. This by definition is the price of one quintal of the selected group 
of crops determined by weighting each individual crop price by the pro
portion of the European crop basket represented by that erop.1 The no
weighted price of each agricultural product, whether contained in the 
basket or not, is then expressed in terms of its ratio to the sum of the 
weighted prices of all the products contained in the crop basket. The price 
of one crop basket in national currency and the price ratios of the products 
contained in it and of other products to the crop-basket price are given in 
Table 6. It may be useful to give an illustration of the procedure employed. 

To compute the price of one crop basket in German national currency, 
the following data are used: 

Price per Basket 
Crop Quintal (RM) Weight10 Price (RM) 

Wheat 22.05 .16 8.58 
Rye 17.49 .09 1.57 
Barley 18.29 .06 1.10 
Oats 16.87 .10 1.69 
liaise 19.88 .06 1.16 
Potatoes 4.86 .58 2.81 

Total 11.86 

•In a f- cues the price of potatoes In relation to other eommodltleo Ill unduly 
blp, bema~e f- potatoes are grown. Tbllllll notably true In Bulgaria and Greece. 
In order to &Told an undenaluing of other eropa In the composite price, for these 
eoantriea potato prleea baYe almply been eliminated from the erop-buket price, 
and buted u other eropa In ratio to that price, u explained below. 

II Tbe welgbta repreoent the compooltlon of the erop basket u given previously. 
Tbla proeedure Ill equ!Yalent to computing the price per kilogram and multiplying 
"T the &amber of kllograma repreoented by that erop In the basket. 
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TABLE 6 

Price of the Crop Basket in National Currencies and'the Ratio of 
Other Agricultural Prices to the Crop-Basket Base 

A. Crop-Basket Price in National Currencie; and Ratio of Cereal 
and Potato Prices to Crop-Basket Price (1931-1935 average) 

Price of Ratio of Prices per Quintal to 
Countries 

Crop Basket Crop-Basket Price• 
In National 

Currency Rye Wheat Barley Oats Maize Potatoes 

North•m Europ1 
Denmark 8.26 Kroner 
Finland 105.97 Finmarkat 
Norway 10.79 Kroner• 
Sweden 9.00 Kronor• 

EtUtonr. Europ• 
Estonia 7.58 Kroonal 
Latvia 10.06 Lats• 
Lithuania 12.00 Lital• 
Poland- 10.62 Zlotys• 

C•ntral Europ• 
18.62 Schillings Austria 

Belgium 11.85 Belgas• 
Czechoslovakia 79.81 Koruny 
France- 58.21 Francs 
Germany 11.86 Reichsmarks 
Luxembourg - 69.67 Franca 
Netherlands• 7.88 Gulden 
Switzerland 18.28 Francs• 

Balka"' 
Albania 6.95 Franks• 
Bulgaria- 129.0 Leva• 

w 151.9 Leva• 
Greece- 221.8 Drachmas• 
Hungary- 1.66 Pengties 

w 9.48 Pengties 
Roumanla- 202.0 Lei 
Turkey -
Yugoslavia 78.16 Dinars• 

Boutlaonr. Europ1 
60.<1 Lire Italy 

Portugal 84.91 Escudos•• 
Spain ( 1981-84 -) 82.48 Pesetas 

Britula Illu 
Ireland 158 Pence• 
United Kingdom 155 Pence•n 

USSR 4.56 Rubles 

• Crop-basket price - 1.00. • Avera£e crop price. 
w Wholesale price. 
1 Based on exchange rate, average 1931-19.15, be

tween Estonia and Finland. 
1 Maize price interpolated on the bub of Danish 

prlcea. 
~:::.be price Interpolated nn the bula of GennaD 

~~ued on exchange n.te, &YU&P 1931-193$, be
'"'~" Poland and Lithuania. 

prl
' M&lzlo price Interpolated nn the bull of Frmcb 

ceo. ) 
: Prtc:ea reptaent 1926-1930 &ftl'alf!. 

_ Ba.dy on e:zcban .. rate. anrap 19.!1·1935, be
•• ._ •aoola•la and AlbaDla. 

1.27 1.80 1.47 1.43 1.27 .TO 
- - - - - -
1.40 1.66 1.33 1.22 - .63 
1.60 1.75 1.43 1.17 - .llfl 

1.70 2.40 1.54 1.28 - .26 
1.75 2.15 1.32 1.03 - .89 
- - - - - -
l.ll5 2.011 1.117 1.48 - .85 

1.85 1.78 1.54 1.20 .16 .63 
1.11 1.80 1.26 1.87 - .75 
1.54 1.99 1.48 1.81 .99 .llO 
1.21 ).96 1.22 1.08 1.44 .ll9 
1.114 1.94 1.61 1.49 1.70 .88 
1.24 1.85 1.21 1.14 1.27 .62 
1.17 l.ll2 1.20 1.14 1.16 .75 
l.ll1 1.99 .98 .90 - .ll4 

- - - - - -
1.62 2.10 1.45 1.48 1.28 -1.56 2.16 1.85 1.55 1.11 -1.89 2.27 1.40 1.88 1.87 -1.10 1.44 1.44 1.44 1.24 .69 

.98 1.88 1.28 1.48 1.87 .72 
1.40 1." 1.02 1.28 .87 .61 

- - - - - -
- 1.94 1.89 1.45 1.07 .ll8 

1.80 1.00 1.08 1.08 .72 1.20 
1.17 1.88 1.02 .91 - .68 

1.15 l.ll1 1.04 .97 1.81 .79 

- - - - - -
- .82 1.20 .96 .79 .98 

- - - - - -
• 'Ibe pric:e of the crop balket lD Bulprta and 

Greece is ba~ on national prices for the fift 
cereals. but with potato prices interpolated at the 
European ratio of ..0 per cent of the basket price. 
The actual ratloe ol potato prices to the crop-buket 
price ao calculattd are 1.19 (Bulgarian aver&Ke aop), 
1.42 (Buigarlall wboleoale), antJ 1.12 (Grllk aver
crop). 

• Rye price Interpolated .., the bula al Hunprlan 
average crop prices. 

,. MaltA: price Interpolated OD the bula al Spuolsb 
prfcea. 

u Rye price interpolated .., the bula al GennaD 
pricea. 

• 
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TABLE 6 (continued) 

B. Ratio of Prices of Livestock Products to Crop-Basket Price 

~ (1931-1935 average) 

Countries 
Ratio of Prices per Quintal to Crop-Basket Pricet 

Beef Pork . Veal 

.zrorll.,. B•...,.. 
Denmark - - -
Finland - 9.88 -
Norway 11.21 9.18 -
Sweden - - -. 

Butns B•rofH 
Estonia 9.891 12.89• 8.08• 
Lama - ll.60 -
Lithuania - - -
Poland 18.75 10.45 -

Cftfral B.rofH 
10.9'1' 12.57 Austria 12.48 

~am 10.81• ll.408 14.408 
Caecboslo ... lda 11.08 11.34 9.25 
~ "9.52" 0 10.581 0 13.6010 
Germany liM ll.06 15.91 
Luxemboarw - - -
Netberlando 

(1926-80 •> 13.07 10.28 13.07 
SYiberland 13.38 9.87 16.1811 

BalU... 
Alb&nla - - -
Balgaria 1.23 12.60 -
G.......e - - -
Hanpry 1.81 12.83 11.66 
Roamania - - -
Turkq - - -
YqoolaYia - - -

8011tln. B....,.. 
Italy 8.78 '7.10 8.2511 
Portap 11.98 10.43 8.20 
SpaiD (1931-34 •) 1.22 8.38 10.36 

Britullolu 
Ireland - - -
United Kingdom 10.84 - 18.87 

t C,..,.H>oeket prl« - 1.00. • A...._. 
• c-,.r.blo -- prica (Crop-baekd 
-- 19.22). 

•192'7 f2Z-19J0/31 priceo (1931-1935 - 5.44). 
•192'712!-1910131 priceo (1931-1935- 7.16). 
•1m /2Z-19JO/n pr1ceo (1931-19.!5 - 4.67). 
• 192'7 f 2!-19., f 31 prica. 
0 1927/2!-19.11/31 ~ica (1931-1935 - .6Z). 

Mutton Milk Butter Eggs Honey Wool -
- - 22.28 18.20 - -- - - - - -- - 21.50 ll.l2 - -- - - - - -

10.61• I .SO• 18.21 11.40 18.18 25.10 - 1.05 16.20 12.28 - -- - - - - -- 1.60 - 12.07 - -
1.70 - 21.18 12.99 - -ll.251 - 25.02• 17.91 - 2U4 

- - 20.84 18.68 - -
21.58 2.18 24.77 17.21 - -- 1.27 21.27 a.28 - -- - - - - -
13.96 1.21 24.711 17.89 5.88 -
14.48 - 22.71 - 19.81 -
- - - - - -- - 29.08 17.21 

. 
25.54 -- 2.17 21.17 9.85 7.27 11.68 

9.65 1.9712 25.98 11.61 - 15.89 
- - - - - -- - - - - -- - - - - -

- 1.7'7 16.8'7 10.88 - -
11.79 1.55 - 7.118 9.54 -

10.61 1.83 19.87 12.08 - -
- - - - - -

12.01 2.07 18.28 1U2 - 10.22 

• 1926-19JO ft~t~rea. 
•1926-19.!0 ficurea (1931-1935 - 33.65) • 
11931~1935 city prlca (Paris prices- 12.94). 
t 1931·1935 city prlcee (Pari• price. - 15.89). 
• t9JJ.J9J5 dty pric:a. (Pacta price~ - 16.82). 
u Ila quality. · 
'" 1913 prius (1933-1935 - 3.21). 
'"1-la qU&III}'. 
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TABLE 6 (continued) 

C. Ratio of Leguminous and Root Crop Prices to Crop-Basket 
Price (1931-1935 average) 

Countries 

NOf'thfm E"rop• 
Denmark 
Finland 
Norway 
Sweden 

EIJIIom E"rop• 
Estonia 
Latvia 
Lithuania 
Poland 

c.,.tml Europe 
Austria 
Belgium 
Czechoslovakia 
France 

Germany 
Luxembourg 
Netherlands 

(1926/80 •> 
Switserland 

Balka"' 
Albania 
Bulgaria 
Greece 
Hungary 
Roumanla 
Turkey 
YugosiJLvla 

Boulhom Europ• 
Italy 
Portuglll 
Spain (1981/84 •) 

Brililll 11111 
Ireland 
United Kingdom 

USSR 

t Crop~basket price - 1.00. 
1 Broad beans. 
1 Hone beana. 

Ratio of 

Peas 

--
1.98 
2.90 

-
1.68 
-

2.00 

1.98 
2.10 
2.87 
2.18 

2.811 
-

1.98 -
--

2.88 -
1.88 --
--

8.72 

--
-

1 19JI-19JJ 6 ...... (1931-1935 - 3.24). 
~ 

Prices per Quintal to Crop-Basket Price• 

Broad 
Beans; 

Sugar Fodder Horse 
Beets Beets Beans Lentlla Beans 

- - - - -- - - - -- - - - -
.28 .11 - - 1.671 

- - - - -- - - -- -- - - - -- - - - -
- - 1.98 4.06 -- .12 - - 1.85• 
- - - - -
.25 .15 8.54 5.09 { 1.661 

1.60• 
- - 2.28 8.84 1.691 
- - - - -. 
- - 2.95 - -- - - - -

- - - - -
.Ill .86 2.81 2.~7 -- - 2.11 2.84 2.291 
.80 .18 - - -
.81 - 1.50 1.95 1.831 

- - - - -
- - 2.18 - -

- - 1.18 - -
- - - - -
- - - 8.20 -

- - - - -
- - .81 - -
- - - - -

1 Average. 0 
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The price of ~ch of these crops in ratio to the basket price would then be: 

Wheat 1.94o 
Rye 1.54o 
Barley 1.61 
Oats 1.4o9 
Maiae 1.70 
Potatoes 0.88 

And the prices of all other crops may be similarly expressed in ratio to 
the basket price. For example, 

Crop Price per Quintal (RM) 
Cabbage 8.90 
Beans 25.98 
Beef 181.82 

Ratio to Crop Basket 
.78 

2.28 
11.56 

The prices nsed are either farm prices or wholesale prices. The strue
tnre of both ia -.cry similar. Except for bulky crops of low specific value 
(snch u hay, straw, and potatoes) that have high transportation and 
handling eosts relative to value, the spread between farm prices and 
wholesale priees ia small Crops nsed exclusively for fodder do not of 
eonrse figure in the calculation of "net" production, and the similarity of 
farm and wholesale price structures for other crops means that either 
price may be used. We have in faet used the price series that ia more 
nearly eomplete, indicating on the tables which price has been used. In 
some eountries neither wholesale nor farm prices are available. At thia 
stage of setting up the weights for an international index of production, 
these prices are simply diaregarded.11 With these exceptiona nearly com
plete price aeries for the principal cereals and potatoes are available. 
Price data for other products are very scanty; for livestock products they 
are particularly defective. Some countries publish prices for liveweight 
only, some for slaughtered animals, some per head, and some for special 
meat euta. So far u possible these are brought to a common basis, by 
using price ratios of countries where two or more pricea are given. The 
standard of pricing taken wu second (Ila) quality meat, that grade be
ing the moat nearly uniform in definition. In some eases considerable error 
may arise, either beeauae the priees do not represent what they pretend 
to, or because the adjustment ia not correct. Further errora may arise 
from the faet that it hu been necessary to distribute the total national 

u A. will beo>me mdent below, tbe Initial computation of price ratloa Ia for the 
purpose of finding "Modal Ratloa" that may be used aa welghtl for an Index of 
prodactloa. The abaenee of price data for eertaln countries or for certain cropa 
doea DOt mean that the weighted output eannot be determined, If tbe quantltlea of 
Yarloua prodaeta are anUable or ean be eatlmated. Tbe algniftcance of missing 
prlee data Ia aimply that tboae prleea bave not been repreaented In the aeries of 
ratloa from w}>leb a modal ratio Ia determined, and therefore that the modal price 
ratio Ia baaed on leaa than a complete aerlea of aetua1 ratloa. Once the modal ratio 
Ia cletenniDed It may be applied to the quantltlea of production without respect to 
loea1 prieea. 
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CU-values of liv~stock products by districts relative to the a ro riate 
livestock populatiOns. , PP P 

Modal Ratio1. On the basis of the national price ratios a Europea al 
schedule is established. That i~, from the arrav of national cro ~b v kuete 

· ( h · T bl ) ''1 P as ratios as s own m a e 6 , a modal ratio is selected as typical For 
example, the array of rye value-ratios is 1.10 to 1.76.11 The selected Modal 
Ratio is 1.8. Before discussing the significance of this procedure, we may 
note ~tome of the more outstanding difficulties in the choice of a "modal" 
or "typical" ratio. Clearly, a mere unweighted average of the national 
ratios would overlook differences in volume of production, accuracy of 
data, and so on. We hAve therefore found it necessary to exercise some 
judgment in the final choice of the "typical" ratio, taking into account as 
many• relevant considerations as possible. Obviously, the procedure is in
creasingly arbitrary the greater the spread in the national ratios. For 
those crops most generally grown the spread is not extreme, and part of 
the "under-weighting" or "over-weighting" due to differences in the 
national and the modal ratios for some products is certainly compensated 
by the opposite error on other commodities.11 Livestock products reflect 
greater quality differences ADd are not represented in the crop basket; 
their national price ratios are consequently less uniform than those for 
crops. The selection of modal price ratios as uniform weights thus in 
some degree fails to represent the actual price structure in any country. 
It does not follow that the procedure introduces major errors into the 
total index value of agricultural output, in view of the partially balAncing 
effect of the weighting procedure as noted above. 16 

We summarize here the considerations taken into account in the selec
tion of European Modal Value-Ratios, according to groups of products. 

u Exclusive of an exceptional Hungarian ratio of 0.98 based on a high wholesale 
price of the crop basket, and ofFset by a lower average crop price. See Table 8. 

11 Thus, an examination of Table 12, below, Indicates that the actual national 
price ratios, expressed as percentages of the modal ratio, do not In any country 
consistently exceed or fall below the modal ratios. It would of course be naive to 
assume that the errors Involved In using a standard weight would precisely cancel 
each other. The reliability of the system of uniform weighta Is discussed in some 
detail in the following section of this Appendix, where sample comparisons are 
made between two 'national price structures, between national price ratios and 
''modal" ratios and between a regional schedule of weighta and tbe all-European 
acbedule. 

u In a few cases the modal ratio may be a more accurate representation of 
Internal value relationships than the available national prices. This might be true • 
where prices are unrepresentative of the range of qualities and relative quantities 
making up the total national production of a commodity. However, the modal 
ratios may also accentuate errors already present In national data. 

It may also be noted that in some cases the significant range of national price ra
tios Is less than appears In Table 8. Thus, the wheat price ratios vary from 0.82 to 
2.40, but the range around the modal ratio of 1.80 Is considerably narrowed If the 
lowest ratios, which are found In those countries where wheat actually does not 
tlgure In "net" droduction, are eliminated. (As pointed out above, feed and seed 
nses are charge against domestic production, which eliminates some crops entirely 
from "net" production In grain-importing countries.) This ~ an enmple of the diffi
culty of selecting the modal ratio. (See also the further discussion of these prob
lema In the following section of this Appendi.J:.) 

• 
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(I) Cen.U. The price. for rye, wheat, barley, and oats in ratio to tho 

erop-basket price are rather similar in all countries, 11 so that the modal 
ratio is fairly easy to determine within reasonable limits. Part of the scat
tering is due to the inc;-lusion of potato prices in the crop-basket base 
rather than to difference. among the cereal prices. This may be seen by 
expressing cereal and potato prices in ratio to the price of rye, as we have 
done in Table 7. The ratios between the prices of wheat and rye are close 
to l.S. The maise price is scattered more than the other cereal prices. 
When it is related to rye, two distinct groups of countries with high and 
low ratios of maise to rye price are discernible. The maize price is 0. 7 5 of 
the rye price or less in certain maize-producing and exporting countries 
(Austria, Csechoslovakis, Roumania, Bulgaria). Maize is equal to or 
greater than the rye price in Denmark, Germany, Netherlands, France, 
L=embourg, Hungary, and Spain. These countries import maize, and 
hue a developed agriculture in which the feeding value of maize is 
recognised. 

The great diversity in the use of minor grains in Europe is reflected in 
the diversity of relative prices by countries. The European Modal Value
Ratio selected for the minor grains contains more of an arbitrary element 
than in the ease of the major grains. The errors may be great but the 
relative importance of minor grains in the total value of production is 
small. 

(2) Potatoe•. The bulk of the European potato crop is grown in North
eastem Europe, where the soil is particularly suited to their culture. Ex
cept in Holland, which is a large exporter of high quality potatoes for 
food, the erop is largely fed to hogs, especially where the unit price is low. 
The countries where the value-ratio to the crop-basket base is 0.2 to O.t 
(Poland. Estonia, Latvia, Lithuania, and Germany) produced in 19Sl-
19S5 about 57 per cent of the European potato crop. Most of the potatoes 
in these countries are not marketed but fed on the farm. In other countries 
where few potatoes are grown because the soil is better suited for other 
ero~, costa of production relative to other crops are high so that potatoes 
are not extensively used for feed. Potatoes cost 0.65 to 1.2 on a crop
basket base in Denmark, Belgium, Netherlands, Bulgaria, Greece, Hun
gary, Italy, Portugal, Spain, and the United Kingdom. (See Table 6.) In 
countries with moderate feed use (Norway, Sweden, Austria, Czechoslo
'l'akis, France, L11Xembourg, Switserland, and Roumania), the potato 
price is 0.4. to 0.64. on a crop-basket base. Because of the feed use on 
fanu and because of the low nlue per weight, the potato price differs on 
the wholesale market and on the farm. This also accounts for part of the 
spread in relative prices. Because the bulk of the crop is produced where 
prices are low, a Modal Value-Ratio of O.t has been selected. 

(S) Legami-• Crop• arul1" egetablu. The price of peas centers closely 
around 2.0 on a crop-basket basis. The price of beans is more variable 

c 
uSee aloo N aum 1 amy, Comp•tltiml A 'IM"'f Graif&l, Stanford University Food 

Raeardo Iutltute, GraiD E<:ooomlcl Series No.2, ;January, 19~, pp. 11, 12, 86. 
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TABLE 7 

• 
Wholesale Prices of Cereals and Potatoes, 1931-1935 Average, 

as Related to Price of Rye in Ea$:h Country 

Rye 
Prl<e 

In 
Ratio of Prloes per Quintal to Rye Prl<e 

per Quintal• 
Countries 

Mon~ l------,-----.-----.------.----tary I 

Northem Europe 
Denmark 
Finland 
Norway 
Sweden 

Etut.,... Europe 
Estonia - crop 
Latvia • crop 
Lithuania 
Poland - crop 

O•ntr<Jl Europe 
Austria 
Belgium 
Czechoslovakia 
France - crop 
Germany 
Luxembourg- crop 
Netherlands 
Switzerland 

Balka"' 
Albania 
Bulgaria- crop 

.... 
Greeoe- crop 
Hungary - crop , 
Roumanla - crop 
Turkey 
Yugoslavia 

Southem Burop1 
Italy 

Portugal 
Spain ( 4 yr. av.) 

Brituh I•l•• 
United Kingdom 

• 

Unita 

10-47 

111.11 
1'-86 

12.90 
17.62 

16.48 

211.06 
62.87 

122.08 
70.47 
1U9 
74.28 

4.80 
27.60 

{ 
209.00 
237.00 
806.80 

{ 
8.40 
9.27 

288.00 

72.00 

99.87 
87.88 

llf01 

• Rye price per quintal = 1.00. 
w = Wholesale. 
-=Average. 
1 Industrial. 
• Edible. 

Wheat Barley Oata Maize Potatoes 

1.02 

1.19 
1.10 

1.41 
1.23 

1.88 

1.82 
1.18 
1.29 
1.62• 
1.26 
1.48 
2.031 
1.32 

{
1.80 
1.88 
1.64 

{ 
1.81 
1.89 
1.89 

{ 
1.88• 

0 1.611 
1.116 
1.81 

.96 

1.16 

.911 

.90 

.91 

.711 

1.02 

1.14 
1.13 
.98 

1.01 
1.011 

.97 
1.21 

.611 

{ 
.89 
.86 

1.01 

{ 
1.81 
1.80 
.78 

.83 

.81 

.91 

1.41 

1.18 

.81 

.73 

.72 

.69 

.98 

.89 
1.28 

.Bll 

.89 

.85 

.91 
1.27 
.60 

{ 
.91 
.99 
.96 

{ 
1.81 
1.111 

.B8 

.86 

.83 

.84 

1.18 

I 1926-1980 = 1.80. 
•1926-1930 = 1.86. 

1.00 

.57 

.64 
1.19 
1.18 
1.02 
1.00 

{ 
.78 
.71 
.99 

{ 
1.18 
1.40 
.82 

1.14 

• Soft. :> 
1 Hard. 

.411 

.311 

.19 

.22 

{ 
.201 
.25• 

.47 

.68 
.83 
.48 
.211 
.60 

1.12 
.86 

{ 
.74 
.91 
.80 

{ 
.68 
.n 
M 

.80 

.68 

.68 

1.111 

t Estimated from oata and barley. 

• 
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because of the great number of nrieties and their different uses. For edible 
beans, or beans' of unspecified variety, we have taken a Modal Ratio of 
1.0, assigning the lower ratio of 1.5 to broad beans and horse beans where 
specified. Lentils are m~ upensive and are weighted at 8.0. 

Reliable vegetable prices are rare. Farm and wholesale prices deviate 
sharply, and marked regional differences appear even within the same 
country. A near-by city increases the farm price. With the exception of 
pumpkins and watermelons at the lower end and garlic on the upper end 
of the price range, the assigned weights keep within 1.0 and 2.0. 

( 4) lrulrutrial PU.au. The prices of oil seeds do not differ much by 
eountry; however, the prices of fibres show considerable variation. The 
difficulty in the latter ease is dual: quality differences and differences in 
processing stages to which the prices refer. Some cotton prices refer to raw 
fibres, and some to ginned cotton; some hemp prices refer to stems, some 
to erode fibres, and so on. In these eases, and in the ease of tobacco, which 
differs widely in quality, the Modal Ratios selected are perforce arbitrary. 

(5) Fn&it• •rul MuceUoaeou Crop•. Table grapes show a great variety 
in quality. The selected European Modal Value-Ratio (2.5) is only a rough 
approximation. The prices for grapes used for wine production are much 
more uniform because quality differences are of less importance. In fixing 
the weight of wine grapes at 1.5 and of wine at 2.5 we have taken account 
of the relative price per quantity between the two products. This of course 
reflects the greater bulk of grapes than of the wine produced, as well as the 
labor involved in wine production. Currants and raisins are assigned a 
weight of 4.0, with about the same degree of arbitrariness as in the ease of 
table grapes. 

The bulk of the orchard fruit grown in Europe is represented by apples, 
pears, and plums. Although the prices for table fruits are relatively high, 
the larger proportion used for eiders lowers the relative value of the total 
(which at 1.0 is made equal to one crop basket). Mulberries are priced 
Jower, while citrus fruits are weighted at 2.0. It should be noted that this 
takes aeeount of their price in the producing countries, and not of the very 
much higher prices in the importing countries. Since cherries, peaches, and 
apricots are maiuly used for fresh consumption, a !finch higher Modal 
Ratio (8.0 to 8.5) than in the ease of apples, pears, and plums is indicated. 
Berry prices fall between those of the eider fruits and the table fruits. In 
the frequent absence of separate data, they are weighted uniformly at 2.0. 
The prices of olives and olive oil are fairly uniform, and the ratio between 
the two is reflected by weights of 2.5 and 8.0 respectively. Chestnuts are 
fairly low in price in the producing countries and are used for both food 
and feed. Their weight at 1.1 contrasts with the Modal Ratios assigned to 
other nuts ( 4.0). , 

For other crop• the weights have been based on a very few prices, and 
hue been se~.eted by taking account of the influence of market and other 
conditions. 

(6) Liwnoclt Protlucl•. As noted above, prices of livestock products In 
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ratio to the crop-basket base are much more variable than in the case of 
crops. Although other factors influence the price ratio, the variation in 
quality and the lack of uniform methods of reporting statistics are prob
ably the chief reasons for the dispersion of prices .• 

There is a great spread between the farm and wholesale price of milk 
in each country because of the processing costs of the dairies. In addition, 
many countries have regulated milk prices, keeping the wholesale price of 
fresh milk high, and subsidizing the use of milk sold at lower prices for 
processing. This becomes evident by comparison of the ratios between 
butter and milk prices in several countries. As a general rule, 1 kg of butter 
requires 25 kg of milk.'" Allowing for the processing costs of butter and 
for the use of buttermilk and skimmed milk, the butter price on the farm 
should be equal to the price of Hl-20 kg of milk. The processing costs for 
milk in the dairies depress the ratio between the wholesale prices of butter 
and milk; with a free market, however, the ratio should not fall below 
IO to I. Table 8 shows that in most countries the ratio between the farm 
prices of butter and milk is between I5 and 20 to I. In Estonia, where the 
ratio of the milk price to the crop-basket base is exceptionally low, the ratio 
between the wholesale price of butter and milk is SO to I. If the farm 
prices are used, however, the ratio drops to I7 to I. It seems probable that 
a lower farm price ratio would also bold in the Nether lands were data 
available. 

The dispersion of meat prices in ratio to the crop-basket base seems to 
be due more to defects in statistical comparability than to genuinely differ
ent price structures. Quality differences (without standardized classifica
tion) and price references to different stages between the live animal and 
the butchered meat provide obstacles to international comparison. We 
have attempted to overcome the obstacles in so far as possible by convert
ing all prices to the prices of slaughtered meat of average quality. Table 9 
shows the available price ratios between slaughtered meat and liveweigbt 
animals that have been considered in making our price conversions. Since 
meat constitutes only part of the marketable products derived from 
slaughtered animals, the value of other products must be added to meat 
values to obtain the total value of livestock products. In the absence of 
European data, we have based our calculations on the income from by
products in the American packing industry. The proportion of the total 
value represented by meat is shown in Table IO, where we also show the 
European Modal Value-Ratios for meat and for total product. 

In Table 11 we present the European Modal Value-Ratios of agricul
tural products. These are the weights used for converting national produc
tion into internationally comparable units, the Crop Units. The steps in 

10 In Finnish dairies 23.0 kg of milk were used for 1 kg of butter (1931/1935 
average). (,&,.,.-;,, StatiltiqtU d• Fi,.la..d•, 1936, p. 98.) In Germany, over the 
same period, 28.7 kg of milk In dairies, and 27.9 kg of milk l.n tbe ~untry as a 
whole, were used for 1 kg of butter. (Hans v.d. Decken, D,. ~~twicklto"g dw 
Btlb1tu•r~orgu"g D•ut•chla,.d1 mit la..dwirt•chaftlich,.. Eruug""''"' Berlcbte 
Uber Landwirtschaft, Sonderheft 188 [Berlin• 1988], P• <&8.) 

• 
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TABLE 8 

liilk Prices in Ratio to Crop-Basket Base, and Ratio betwee~ 
Butter and 1\Iilk Prices, 1931-1935 Average 

Price of .Milk In Ratio Ratio between the Prices 

Countries 
to Crop-Basket Base of Butter and .Milk 

Wholesale Farm Wholesale Farm 

NoriMno B•roJH 
Demuark - - - 20.85 
Finland - - - 19.81 
Nonray - - - 20.40 
swec~ ... - - - 15.81 

g,..,_g_,.. 
Estonia 0.62 1.30 29.86 17.28 
La tria 1.05 - 16.88 -
Lithuania - - - 16.82 
Poland 1.60 - - 1U9 

CntlnllB~ 
Austria 1.70 - 12 .• 7 U.81 
Cwd>osloYakia - - - 1U• 
Frana! 2.18 - 11.61 -
Germany 1.27 - 16.70 19.40 
N etberlands 1.21 - 8M2 -
Swiberland - - - 19.S. 

B..zta.. 
Greec:e 2.17 - 9.11 -
Hun~ry 1.97 - 'US 11.81 
Roumania - - - 1'-85 

IJotJtltMsB-JH 
Italy 1.11 - 11.26 -
Portupl 1.M - - -
Spain 1.88 - 10.86 -

BritUl l1IH 
United Kingdom 2.07 - 8.80 -• 

the procedure u outlined lead from purely national prices to a system of 
weighta allowing an international index of output expressed in a common 
unit, the Crop Unit. An example may 1erve to point up the significance of 
thil final 1tep. The modal price ratio between a quintal of rye and a 
quintal of the crop1 eomprising the crop basket il 1.3 :1. Rye Ia therefore 
weighted at l.ll, and the index nlue of the German 1931-19811 annual 
aYerage "net" prodqction of 68,U7 th011.1and quintals of rye il 82,Hl thou
land CU. AJ2. other producta can be 1imilarly weighted, ao that the total 
agricultural output of a given eountry il the total of Ita "net" production 
multiplied by the appropriate weighta for each product. 
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TABLE 9 

Ratios between Slaughtered Meat and Liveweight Wholesale 
Prices 

Slaughtered Meat, Llveweight Prices = 1.00 
Animals 

Switzerland• Italy• 

Steers 1.98' 1.71 
2.oo• 

Cows 2.05 1.80 
Heifers - -
Sheep 2.02• -
Calves 1.811 1.50 
Hogs 1.86. -

•.&nnuairo Btatiatiqu., 1935, pp. 274. If.; 1931-1935 average. 
•.&nnuario Btatiatico Italiano, 1925, p. 181; 1982-1933 average. 
a .&nnuairo Btatiatiquo, 1935, p. 163; 1981-1935 average. 
• Fat, Ia quality. 
• Fat, lla quality. 
• Bulls. 
• Fat. 
a Wethers. 

TABLE 10 

Belgium• 

1.85 
1.891 

1.85 
1.88 
2.011 

1.48 
1.88 

Relative Income from Meat and By-Products in the American 
Packing Industry,• and Application of This Relation to Euro

pean Modal Value-Ratios 

Income from Ratio of European European 
Meat as Total Income Modal Modal 

Percentage from Value- Value-Ratio 
Animals of Total Slaughtered Ratio of Total 

Income from Animal to of Meat Product Per 
Slaughtered Income Quintal of 

Animal from Meat Meat Produced 

Hogs 96.6 108.5 11.0 11.5 

Sheep 81.4o 122.9 12.0 14.0 

Calves 92.8 107.8 18.0 14.0 

Steers 87.8 114.5 11.0 12.5 

• Rudolf A. Clemen, By-product• ;,. tho Packing Indu.try (Chicago: Univenity 
of Chicago Press, 1927), p. 9. Data on European packing Industries are not 
available. 
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TABLE 11 

European 1\Iodal Value-Ratios per Quintal for Agricultural 
Products 

I. Cnuu 
Barley 
Buckwheat 
Canary grasa 
Maize 
Meslin 
Millet 
Oats 
Rice 
Rye 
Spelt 
Wheat 

II. Foon CaoPI 
Beans 

1.S 
1.6 
u 
1.0 
1.4 
1.4 
u 
2.1 
1.S 
1.S 
1.8 

2.0 
Beans, broad 1.5 
Beans, green 1.0 
Beans, horse 1.5 
Cabbage~ 0.8 
Cantaloupes 1.1 
Carrots 1.0 
Cauliftower 1.5 
Chick·peas 1.5 
Cucumbers 1.2 
Garlic 11.5 
Lentils 11.0 

III. INDUBTRIA.L CaoPI 

Cotton, all 
Cotton fibre 
Cotton seed 
Flu fibre 
Flax and hemp 
Flax seed 
Groundnuts 
Hemp fibre 
Hemp seed 
Hops 
Opium 
Poppyseed 
Rapeseed 
Sesame 
Soybean seed 
Sugar beets 
Sunftower 1eed 
Tobacco 

IV. V1N11 Paonucn 

Grapes 
Grapes, table 
Raisins 
Wines 

Lettuce (head) 1.S 
Melons 0.7 V. Fau1n 
Melons and watermelon& 0.9 Apples 
Onions 1.S Apricot. 
Onion• and garlic 1.5 Berries 
Paprika 7.5 Cedrats 
Paraley 1.S Citr01 fruits 
Peas 
Peas,green 
Pimiento. 
Potatoe~ 
Pumpkins 
Spinach 
Tomal(lel 
Truftla 

2.0 Cherries 
1.0 Fig~ 

1.5 Mulberrie1 
0.4 Olive oil 
O.S Olive1 
1.8 Peache1 
1.2 Pear~ 

85.0 Ploma 
1 Grape. 2.0 phu maab 0.1 = 2.5. 

5.0 
25.0 

1.S 
12.0 
10.0 

2.2 
1.6 

10.0 
2.5 

15.0 
400.0 

4.5 
2.5 
1.5 
1.7 
0.25 
1.5 

10.0 

1.5 
2.5 
4.0 
2.51 

1.0 
S.5 
2.0 

10.0 
2.0 
s.o 
1.0 
0.5 
8.0 
2.5 
S.5 
1.0 
1.0 
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TABLE 11 (Continued) 

VI. NUTI Goat meat 12.0 
Chestnuta 1.1 Honey 15.0 
Walnuts, hazel nuts, Milk• 1.t 

and almonds t.O Mohair 19.0 
Mutton 12.0 

VII. LIVESTOCK PRODUCTI Pork 11.0 
Beef 11.0 Veal JS.O 
Butter 22.0 Wax 25.0 
Eggs 18.0 Wool 15.0 

Reliability and Limitatioru of the "Crop Unit" Indue 
An international index of agricultural output raises many questions of a 

theoretical or methodological character concerning the validity of the index. 
Validity here need be understood in no more ultimate sense than the logical 
or factual grounds for maintaining that the constructed index measure• 
what it purports to measure. The present discussion deals only with the 
question as to whether the index is a reliable indicator of agricultural out
put, and not with the further questions, discussed in the text, as to whether 
output measures levels of living of the agricultural population. u The prob
lems here at issue relate therefore to the construction and initial interpre
tation of the index of agricultural output, and are supplementary to the 
description of the index in the previous section of this Appendix. 

As noted above, the weights used in computing the index value of the 
quantities of each product are "modal" ratios of individual product prices 
to composite crop-basket prices. The weights are selected from an array of 
such ratios in Europe as a whole, and are uniformly applied in every coun
try and administrative district. The use of a single price-ratio as a "repre
sentative" value may be said to be valid in the degree that price structures 
are similar and the range about the selected value small. Conversely, the 
error in evaluating (or weighting) any product increases with the "atypi
cality" of the crop price in any country; and a substantial error would be 
introduced were the national ratios consistently above or below the modal 

• values actually used. 
The following paragraphs attempt to illustrate these problems by exper

imental checks on the data with reference to two critical questions: How 
aimilar are the national price structures? Are there regional price structurea 
that differ markedly from an all-European system of price ratios? A fur
ther question is also incidentally discussed, namely, what possible errors 
are introduced through the use of the standard crop basket as the initial 
basis for price comparison? , 

1f It may be noted that wen price ratios for both agrleultural and non-agrleul
tural produets absolutely uniform the fact that the "Talue" of agrleultural pro
duction Is expressed In Crop Units and not In monetary units wo'lld not prevent 
Its use as a measure of lneome that avoids problems of international monetary 
exebange ratios. The CU-vaiue of the agrieulturallst's production would, so Inter
preted be Its erop-basket value, an nclaa"!J• nlue not essentially different from 
the evduatlon of the produetion In gold franes, for example. 
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SimiltJritiel in Natiorud Price St,..cturel. Were the relative prices of all 

agricultural products absolutely uniform in all countries o.f Europe the 
validity of a uniform system of weights based on those pr1ces (or price 
ratios) would be perfet!t. The price structure o~ any one country could be 
taken as representative of the others, and all pr~ces could be related to the 
price of a single commodity in the selected country. In fact, however, 
national price structures are not uniform and some degree of arbitrariness 
or abstraction is introduced with any uniform schedule of weights based 
upon prices. It is to minimize this error that the price ratios computed in 
this study are related to a composite "crop basket" rather than to a single 
crop. But the device of the crop basket eliminates neither the variation in 
price ratios among the crops included in the basket nor the variation in the 
ratios of other prices to the basket price. This means that at first glance the 
most nearly accurate representation of national agricultural output would 
be the quantities of commodities produced weighted with the price ratios 
in that economy. Since all values would be expressed relative to a uniformly 
defined group of commodities, the index based directly on national prices 
would have about the same comparability as values expressed in a common 
monetary unit. The procedure bas, however, certain difficulties: 

(I) The price of the basket crops (especially cereals) may be greatly 
afFected by tarifF policies, so that other products are thereby "artificially" 
reduced in index value. The reduction would be "artificial" for present 
purposes to the extent that it did not correspond to redactions in the value 
of agricultural produce on the real market but only on the hypothetical 
market of exchange of agricultural products against the protected cereals. 

(2) The computation of national "crop-basket values of agricultural 
output" would require a complete array of prices in each country, or a 
aeries of tul hoc estimates of prices not available. 

For these reasons it is preferable for the construction of a production 
index to use commodity weights common to a region or the continent. This 
procedure leaves unanswered the questions as to how mach dissimilarity 
of price structure is neglected, what the net efFect on the index value would 
be were other price weights used, and whether the difFerence in results 
using other weights would be genuine (that is, more nearly valid) or simply 
artifacts of the method of inter-product price comparisons as where 
national ratios are afFected by tarifFs that do not afFect all ~gricultural 
products uniformly. Some illustrations from the data used in this study 
may serve to point up these problems. 

Table 12. shows national crop-basket price ratios as percentages of the , 
Modal Ratios taken as uniform weights. This table therefore serves to 
indicate t.he ~egree of concentration and dispersion of actual price ratios. 
An exammabon of Table 12 indicates that in most of the countries the 
national price ratios do not fall uoiformly above or below the Modal 
Ratios. In t1 f.ew countri~s of Southeastern Europe (especially Bulgaria 
and Yugoslana) the national price ratios summarized in Table 12 are 
almost uniformly higher than the Modal Ratios. If these prices referred 
to the entire range of agricultural products or if there wl:re reason to aup· 
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TABLE 12 

National.Wholesale and Farm Crop-Basket Price Ratios as Per
centages of the Selected European l\lodal VeJue-Ratios for Prin

cipal Agricultural Products 

Products Wheat Rye Barley Oats Maize Rice Potatoes Peaa 

Evrop•a" Modal 
Valtu-Ratio• 1.80 1.30 1.30 1.£0 1.00 IJO 0.40 

Countries 
Crop-Basket Price Ratios aa Percentages of European 

Modal Value-Ratioa 

N orlh•m Evrop• 
Denmark 72 
Finland -
Norway 92 
Sweden 97 

Ead•mEvrop• 

'· 
· Estonia 138 

Latvia 119 
·Lithuania -
Poland 114 

c,,.!ral Evrop• 
Austria 99 
Belgium 72 
Czechoslovakia 111 
France 109 
Germany 108 
Luxembourg lOS 
Netherlands 84 
Switzerland 111 

Balkafll 
Albania -
Bulgaria ,e pl7 

w 120 
Greece 126 
Hungary-e po ... 7f 
Roumanla 108 
Turkey -
Yugoslavia 108 

Bovlh•m Evrop• 
100 Italy 

Portugal 102 
Spain 84 

Britilhlll,. 
Ireland -
United Kingdom 46 

'e = Average crop price. 
w =Wholesale price. 
AU other• are farm prices . • 

98 
-

108 
128 

181 
185 
-

119 

104. 
85 

118 
98 

118 
95 
90 

116 

-
{ 125 

120 
107 
r 85 
175 
108 
--

92 
90 
88 

--

118 119 127 - 175 
- - - - -

102 102 - - 158 
110 98 - - uo 

118 108 - - 65 
102 86 - - 98 
- - - - -

121 119 - - 88 

liS 100 76 120 !58 
97 ll4 - - 188 

no 109 99 104 125 
94 90 144 - 148 

124 124 170 100 98 
98 95 127 - IM 
92 95 116 126 188 
75 75 - - 185 

- - - - -
{ 112 p28 p28 f~~ {298 

104. 129 Ill 8.~5 
108 Ill 181 85 280 pn p2o p24 f= p78 
98 128 181 180 
78 108 81 - 158 
- - - - -

107 121 107 - 1~ 

77 86 108 101 180 
78 81 -· 10 110 
80 81 181 68 198 

- - - - -
92 80 79 - 2~ 

1.00 

--
99 
1~ 

-
77 
-

100 

99 
105 
119 
187 
116 
109 
99 
-

-
f= 
l19 

f= 
94 
--

--
186 

--
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TABLE 12 ( continrud) 

Producll Beef Pork Veal Milk Butter Eggs 

E•rop•a• Modal • 
Yal-Ratiol 11.00 11.00 1$.00 1-#0 tt.OO 

Countries 

Crop-Basket Price Ratios as Percentages of European 
Modal Value-Ratios 

North•"' E•ropt 
Denmark -
Finland -
Norway 102 
Sweden -

Eaotono E•ropo 
8ll Estonia 

Latvia -
Lithuania -
Poland 125 

C111tral E•ropo 
Austria liS 
Belgium 98 
Csechoslovakia 101 
France 81 
Germany 105 
Luxembourg -
Netherlands li9 
Swillerland 122 

Balk au 
Albania -
Bulgaria ,e -

11' 84. 
Greece -
Hungary ,e -

11' 89 
Roumania -
Turkey -
Yugoslavia -

Bouth•no E•ropo 
Italy 61 
Portugal 88 
Spain 84. 

Briti1Uol11 
Ireland -United Kingdom 94 

1 e Average crop price. 
w =Wholesale price. 
AU othen are farm prices. 

- 101 - -
- - - -
88 - - 98 

- - - -

liS 62 98 8S 
105 - 75 74. 
- - - -
95 - 1a -

100 97 121 96 
104. 111 - 114. 
108 71 - 92 
96 105 152 118 

101 122 91 97 
- - - -
98 101 86 118 
90 124. - 108 

- - - -- - - -
115 - - 182 
- - 155 96 
- - - -

117 90 141 118 
- - - -- - - -- - - -
8ll 88 128 '74. 
95 88 111 -
76 80 181 90 

- - - -- 108 1<&8 88 

18.00 

--
86 -
88 
94. 
-
9S 

100 
138 
105 
182 
110 
-

138 
-

--
182 
72 -
89 ---
84 
58 
98 

-
111 
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pose that the prices not available were also higher than the selected Euro
pean standard, it would appear that production in these Ccluntries bad been 
undervalued. However, the significance of the deviations from the stand
ard prices cannot be judged by the relations between the weig b ts alone, but 
only by comparing quantities multiplied by weights. 

Price data for England and Wales and the Netherlands allow a com-

TABLE 13 

Index Values of Certain Products in England and Wales and the 
Netherlands Using-National and "l\Iodal" European Price Ratios 

as Weights' 

A. England and Wales 

Index Values In Thousands 
Products 

With N atlonal With Price Ratios With "Modal" 
Price Ratios In Other Countey European Ratios 

Wheat 5,8U 10,827 12,822 
Potatoes 24,814o 18,990 10,128 
Beef 62,164 78,577 66,129 
Mutton 82,222 87,455 82,200 
Milk 124,895 72,714 84,181 
Butter 8,750 11,880 10,560 

Total 258,186 280,448 215,970 

B • The Nether lands 

• Wheat 2,418 1,805 2,864 
Potatoes 11,840 14,818 6,048 
Beef 20,677 16,858 17,402 
Mutton 1,840 1,158 1,146 
Milk 57,188 97,826 66,168 
Butter 22,008 16,206 19,558 

Total 114,961 147,666 118,181 

1 National price ratios are given In this Appendix, Table 8, (Jnd the "Modal" 
European ratios In Table 11. Production figures used are from the unpublished data 
collected for this study. 
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. f · · portant commodities" of index values of production 

parlSOD or siJ: un . d 1 f h . . a1 ... e ratios Table 1 S shows the m ex va ues or eac coun-
usmg nation pnc · . ( ) th • 

· th e different groups of price rahos: l e country s own 
tryusmg re d() h.. , 

· t' (2) the price ratios of the other country, an S t e modal 
pr1ce ra 101, , bl · d' h 
European price ratios used in this study. The ta e •n. •cates t at the 
difference between the national price structures mater~ally affects the 
computed index value of production. British prices ar~ lower for whe~t, 
beef, mutton, and butter, and higher for potatoes and milk. Were the pllce 
series complete and the comparison restricted to these two countries, the 
"true" index values for each country could be assumed to lie within the 
range derived from the two national weight schedules. The range itself is 
sufficiently wide to indicate caution in the interpretation of the results from 
standard weights. This necessary caution is accentuated by the fact that 
both national price schedules yield higher index values than the CU-value 
as computed in this study. Part of the explanation for this clearly lies 
in the fact that prices are expressed in ratio to the price of a crop basket, 
the cereal components of which in these countries are used chiefly for feed 
and are low-priced relative to other products. The national crop-basket 
index for products compared in Table IS is very close to the CU-value in 
the Netherlands, but considerably higher in England and Wales. An 
examination of the component index values for England and Wales indi
cates that the greatest differences are in the index values of potato and 
milk production, the price ratios of which are much higher in England and 
Wales than in E11rope as a whole. Indeed, elimination of milk production 
from the comparison would bring the results from national and "modal" 
weighta very close together. It is possible that the use of milk for fresh 
consumption in England accounts for its high price, while the extensive 
nse of milk for cheese-making in the Netherlands makes its relative value 
much lower. 

Certain resulta emerge from this sample comparison that must be recog
nized for fair interpretation of the results of the international comparisons 
in this study. (a) National price schedules differ from one another and 
from any European "central tendency"; these differences limit the pre
ciaion of the index constructed with uniform weighta, 'tlince there is no 
• priori assurance that instances where prices are high are confined to 

, cas~s .where .production is low, and conversely. (b) A single product that 
exh•b•ta a w•de range of national prices relative to a uniform crop basket 
and. at the same time represents a substantial part of the total volume of 
agr•cultural output in some countries may materially alter the total results 
a~cordin~ to the weight at which ita index value ia computed. (c) The sig
ruficance m the national economy of the basket crops themselves is variable 
and again there are no theoretical grounds for assuming that low prices of 
feed grains, fo: example, will be exactly compensated by high potato 

.~:..~ ~~:"!~:no~t';0"1j. ~mmdodWitles represents 7' per cent of the total Index 
g 0 an ales, and 7l per cent In the Nether lands. 
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prices and thereby assure that the crop basket constitutes a uniform stand-
ard of value in all economies.tt , 

.The last ~oint is further illustrated by a comparison of results from 
usmg as ~e1g~ts national and "modal" price r~tios in Italy, a country 
where gram pr1ces were upheld by high tariffs. Table 14 indicates that the 
use of the national weights for the products compared would have reduced 
somewhat the total index value, chiefly owing to lower national price ratios 
for ·meats and eggs. 

• Regi.onal Schedule• of W eight•. Although national price schedules are 
msuffic1e?tly complete to allow complete national weights, and are more
over subject to somewhat irrelevant internal variations due to tariffs and 
alternative uses of crops, the logic of an all-European schedule of weights 
would apply at least equally well to regional weights. Thus, two neighbor
ing countries could be compared in terms of regional indexes, while coun
·tries with dissimilar economies could be compared, perhaps less reliably, 
by means of uniform weights selected from regional schedules. That the 
method has not been followed in this study is due to the primary interest 
in inter-regional comparisons embracing the whole of Europe. The method 
of pyramiding weights has also a practical disadvantage in the differential 
completeness of price data in the several regions and the consequent like
lihood that some regional weights would be based on either a single and 
possibly markedly atypical price or an ad hoc estimate derived from some 
other country or region. 

As a sample check on the divergence of regional price ratios from the 
European "Modal" ratios, price data for 14 important products were used 
to determine a weight schedule for a region comprising Austria, Czecho
slovakia, Hungary, Poland, and Roumania. The regional price ratios, sum
marized in Table 15, represent averages of the national prices for those 
countries having both price data and "net" production for the commodi
ties considered, weighted on the basis of the national share of regional 

11 It Is to be noted that the proportional composition of the basket Ia held eon
stant, following the relative quantities produced in all of Europe. It is safe to 
assume that this crop-basket composition will not match the proportional distri
bution of these crops in the product structure of any eountry, and wlil depart 
somewhat from regional product structures. Yet the uniform definition of the crop 
basket is essential for international comparability. But a uniform definition doea 
not assure a uniform value in the national economies. This difficulty is especially 
marked with respect to crops having different uses from one country to another, 
especially as between food and feed. Two of the basket crops, oats and maize, are 
widely used as feed, and these crops frequently do not enter into national "net" 
production at all. Potatoes are also used extensively for feed in the areas where 
production is highest. This means that a!l'riculturai priceo are related to a crop
basket price that may be substantially lowered by the price of feed crops, yet in 
the computation of "net" production the higher values of other crops are not 
offset by low-value products. Actually, potato prices have been calculated in the 
crop-basket price In terms of a much lower price ratio in Bulgaria and Greece, 
where production Is very small and prices hif!h, and the cereals used primarily 
for feed do not differ 111reatiy in price ratios. These factors have been taken Into 
aceount as far as possible In determining t~e uniform weight f~ ~ach crop, and 
tend to support a uniform schedule of we1ghts rather than a aer1es of national 
schedules. 
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TABLE 14 

Comparison of Index Values of Agricultural Output. in ~tal y, 
Using National ~nd "~Iodal" Price Ratios as 'Ve1ghts 

Index Values in Thousands 

Products With National With European 
Price Ratios "Modal" Price Ratios 

\\'heat IOS,S85 IOS,S85 

Rye 1,397 1,5U 

liJ aize II ,626 10,865 

Rice 14,900 13,784 

Potatoes 9,642 6,650 

Beans 4,676 8,277 

Beef 32,526 53,168 

Pork 14,839 23,000 

!\I ilk 106,204 84,003 

Eggs 35,567 42,500 

Total 334,762 347,146 

1 National price ratios are g-iven in this Appendix, Table 6, and th~ "Modal" 
European ratios in Table ll. Production figures used are from unpublished data 
collected for this study. 

production of each commodity. A comparison of the two weight schedules 
indicates their substantial similarity, but an appraisal of the significance 
of the differences is only possible by applying the regional weights to 
national quantities of production. \Vhen, for example, the quantities of 
"net" production of these products in Czechoslovakia and Poland are 
multiplied by these weights, the results for the total of the items com
pared are around 10 per cent higher than the corresponding CU values. 20 

This higher result is primarily due to the low prices of crop-basket cereals, 
especially oats and maize, which are produced in large quantities in this 
region, and the correspondingly high relative prices of beef and pork. 

The higher index values resulting from the use of regional weights again 
indicates the problem of making meaningful comparisons in agricultural 

2o In view of the limited use made of the rej?ional wei~hts, no attempt v.·as made 
to Rd a romplete schedule for all minor products. The products for which index 
values are coml;larrd in Czechoslovakia and Poland represent 91 per cent of the 
total CU-value In the former country, and 96 per cent in the latter. For the prod· 
ucts comparf'd the rt-~onal indt-x \'alue in Czet"hoslovRkia is 212,540 thousand, an 
Increase of 7.6 per cent over the CU-value of 197,448 thousand· in Poland the 
rt-IZ'ional wei~hts yield an indt-x value of 421),.533 thousand, which' Is 9.2 per cent 
higher than the corresponding CU-value of 889,629 thousand. 
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TABLE 15 

Comparison of Regional' Weight Schedule with European 
"Modal" Value-Ratios • 

Products Regional W eights• 
European 

"Modal" W eights• 

Wheat 1.85 1.80 
Rye 1.49 1.80 
Barley 1.80 l.liO 
Maize .88 1.00 
Potatoes .42 .40 
Beef 12.17 11.00 
Pork 11.18 11.00 
Veal 9.25 18.00 
Mutton 9.65 12.00 

Milk 1.66 1.40 

Eggs 12.20 18.00 

Peas 2.02 2.00 

Beans 1.51 2.00 

Lentils 2.19 8.00 

Sugar Beets .88 .25 

1 The region Includes Austria, Czechoslovakia, Hungary, Poland, and Rouman!a. 
• The regional weights represent averages of national price ratios, as given In 

this Appendix, Table 6, weighted by each country's proportion of regional "net~ 
production of the commodity. • 

• From this Appendix, Table 11. 

production in an area so diversified in economic structure as contemporary 
Europe. It especially indicates the actual instability of the crop basket 
as a unit of comparison between areas where the importance of cereals 
relative to other ag'ricultural products is dissimilar. It is to be noted, 
however, that the use of regional weights does not materially affect the 
relative position of the countries within the region, and a comparison 
between regions can only be made on the basis of weights common to 
the countries or regions compared. The results of the illustrative ap
plication of regional weights to Czechoslovak and Polish production data 
cannot therefore be interpreted to mean that the position of these coun
tries relative to the Western European countries is "too low" in the 
general comparison of European agricultural output as made in this study, 
but only that their positions might have been higher had the regional price 
structure prevailed throughout Europe. However, a higher0 position in 
compari,son with the countries of the West under the assumption of the 
regional schedule of weights wonld be less likely than a lower position, 

0 
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aince the livestock products having high values relative to cereals in the 
region are heavily represented in the agricultural product structures of 
Western Europe. The extreme allowable interpretation is the possibility 
that the range of differences in index values is somewhat accentuated by 
the use of a unit of comparison comprising no livestock products, so that 
the uniform weights under-value these products aomewhat in the poorer, 
cereal-growing areas, and over-value them in the principal livestock-pro
ducing countries. Even this interpretation would not apply where the 
crop-basket cereals are unprotected by tariffs and chiefly used for feed, as 
in England. Indeed, Table 12, above, where national price ratios are 
expressed as percentages of the "Modal" weights, seems to bear out the 
possibility of "over-weighting" of livestock products in Western Europe 
only in France and the Nether lands. An actual comparison of index values 
using national and international weights in the case of the Nether lands in 
this Appendix revealed no substantial difference in results. 

Interpretation of Ruult1. The considerations and illustrative materials 
presented above reveal the serious problems entailed in index construction 
and prompt caution in ascribing exac't numerical validity to the results of 
the comparison made in this study. It is appropriate at this juncture to 
summarize the significance of the weighting system used. The data pre
sented in Chapter II and in this Appendix purport to compare the "volume 
of agricultural output" as related to workers, dependent population, and 
area. They cannot be taken as direct measures of income or level of living 
in agriculture. The former depends upon national or even local prices of 
farm products, and the latter depends upon those prices and the prices of 
goods and services bought by the agriculturalist. 

However, the purpose of the comparisons made in this study has been 
to approximate, even if roughly and indirectly as may be dictated by avail
able data, the economic well-being of the agricultural population. For rea
sons already noted, the direct use of national prices, converted by unreliable 
international exchange rates, or of national price ratios has not been 
feasible for the detailed comparisons here contemplated. 

It is safe to say that an index of production baseJ upon a schedule of 
weights derived from European experience is a closer approximation to 
the relative economic position of the European agriculturalist than would 
an index based upon non-European experience. For example, Table 16 
shows the weights used in this study and those used in a somewhat com
parable study by Colin Clark.11 For purposes of comparison rye is taken as 
a basia and made equal to 1.00 in each seriea. The prices used by Colin 
Clark. are based upon ~me.rican data and do not always fit European 
experi.ence •. Thus, Clark s price for oats is higher than is typical in Europe, 
and his pri~ for potatoes (which by his data exceeds the price of any 

1
d
1 ~~ Colin Clark, Tlao Conditio"' of Bco010mio Progr111 (Londonr Macmillan 

... ..... .. 1940). • 



TABLE 16 

Comparison of Price Ratios: I, European l\Iodal Value-Ratios, 
and II, Dollar Prices of Colin Clark' ' 

(Rye price = 1.00) 

I 11 
Products '1981-1935 '1925-1934 

Food Crop• 
Rye 1.00 1.00 
Wheat 1.88 1.86 
Barley 1.00 .96 
Oats .92 1.17 
Maize .77 .79 
Potatoes .81 1.87 

Indudrial Crop1 
Sugar beets .19 .26 
Cottonseed 1.00 1.05 
Cotton fibre 19.28 u.oo• 
Cotton, all 8.85 18.98 

Flax seed 1.69 2.95 

Flax fibre 9.28 7.55 

Hemp fibre 7.69 6.68 

Tobacco 7.69 u.,8 

Soy beans 1.81 i.H 
Groundnuts us 8.571 

J'ine Product• 
Grapes, table 1.92 {t.Os 
Grapes, wine 1.15 
Raisins 8.08 4..12 

Wine 1.5t 1.58 

Fruit. 
Olives 1.92 8.11 

Citrus fruits 1.54 2.95 

Olive oil 6.15 8.80 

Livutock Product• • 
Butter 16.92 -· 
Eggs 10.00 IS.15 

Milk 1.08 1.64 

Pork 8.,6 12.61 

Beef 8.46 8.80 

Mutton 9.28 11.24 

Wool 11.54 28.49 

, Average. • 
1 Based on Colin Clark, Tho Co,.ditio"" of ECOJtOm~t~ Progr111 (London: Mae-

mWan and Co., 1940), table following p. 246. o 
• Lint, Including value of seed. 
1 U nsbelled. 
• Colin Clark's original figure, $830 per quintal, moat be a misprint. In ratio to 

rye this would be an'\ndex value of 844.00. 
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cereal) doe1 not at all fit the European pattern. Otherwise, his result. are 
rather similar to the European Modal Ratios."" . . . 

Various attempt. to measure production in terms .of nu~ritive umts, such 
u calories atlrch unitl and the like have many difficulties that need not 
be reviewed here, as ~u:b measures patently have slight if any relation to 
production or income in the economic sense.·~ The index here presente~ has 
1erious shortcomings, but if interpreted cautiously seems to reveal regional 
differences in the effectiveness of European agricultural production. 

Agricultural Population and Production 

The final section of this Appendix present. stltistical data supplemen
tary to those presented in Chapter II. Table 17 shows gross crop produc
tion, agricultural "net" production and ita component parts, and haa an 
added column showing for each country the share of livestock product. in 
the total. Table 18 gives by district the population dependent on agricul
ture, males gainfully occupied in agriculture, volume of production in CU, 
and the index-number values (European average= 100) of the two per 
capita comparisons. Figure 6, Chapter II, is derived from column 4 of 
this table. Table 19 presents indexes of yields per hectare of seven impor
tlnt crops in European countries. The unweigbted average is illustrated 
in Figure 8, Chapter II. Following Table 19 a list of international and 
national statistical sources used in computing agricultural output is 
presented. Other references are included in the General Bibliography. 

•• The prices used In the computation of the League of Nations world Index of 
primary production are not necessarily typical of purely European price relations. 
(See League of Nations, Economic Intelligence Service, Worl<i Pro<ivctioa and 
PrW:••• 1980-1989 [Genevaa 1981-1940).) · · 

u Some recent attempts have been made to construct a production Index In 
nutritional terms without the customary gross underweightlng of livestock prod
ucts typical of other Indexes. A "cereal value" Index bas been constructed and re
lated to German experience, but available Information does not allow adequate 
appraisal of the methods used or results obtained. See 0. Mielck, "Die N ahrungs
leistung der deutschen Landwirtachaft," M itt•Uu"!l•• fU.. dio Laftd'tl1irt1chaft 
June 10, 19 .. ; Wllrmann, "Emihrungswlrtschaftlicbe Lelstungsmasstibe," Mi,.: 
t.U ... g .. fih die Laadwirt•chaft, September 2, 19"-
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TABLE 17 

Index Values of Agricultural Production 
1935 Average 

by Countries, 1931-

• 
Livestock 

Production 

Counlly Oro. Crop Net Crop Ll-
Alflcultunl uPerCeat 

Net of Acrlcul• 
Productioa Productioa Prod.ucta Produdloa IW"al Net 

IOOOCU 1000 cu IOOOCU 1000 cu Productioa 

N orelao,.. Evrop• 
Denmark 126,8116 11,114 149,94.9 161,068 98.1 
Finland 48,820 8,287 48,208 116,4941 811.8 
Norway 26,811 8,9141 83,881 87,2941 89.41 
Sweden ' 108,6419 22,844 96,2410 l19,0M 80.8 

Ea~ee,..Evrop• 
Estonia 211,074 8,9118 19,802 26,71111 fU 
Latoia 41,901 18,'704 811,1181 49,2811 '72.2 
Lithuania 60,820 20,744 80,969 411,118 69.11 
Poland ~It 160,1180 243,764 ~ 80.8 

Cndral Evrop• 
Austria 80,018 26,501 '76,408 101,907 '16.0 
Belgium 88,011 16,829 911,111 112,606 85.1 
Coecboslovalr.la 21<&,0811 81,818 184,810 216,128 62.1 
France 1,020,711 44.2,617 41111,920 898,118'7 6o.f 
Germany 1,011<&,2118 819,1186 '798.244 1,112,810 11.8 
Luxembourg <&,1941 8'72 8,709 <&,1181 81.0 
Netherlands 96,165 26,1811 188,720 159,905 88.8 
Switserland 111,1811 10,706 6<&,4118 16,1119 811.8 

Balka,.. 
Albania '7,868 8,586 <&,060 f,Me 118.1 
Bulgaria 81,699 4<&,06'7 88,821 82,894 411.41 
Greece 4<&,062 88,628 26,640 60,268 44.2 
Hungary 156,820 61,011 87,8811 148,898 119.0 
Roumania 21<&,728 1118,028 11<&,290 272,818 42.0 
Turkey 1118,809 105,128 M,Me 169,'778 88.1 
Yugoslavia 190,882 118,722 62,080 1'711,'7112 811.8 

Bo..Ciao,.,. Evrop• 
• 606,008 849,1'72 212,1144 1161,116 81.8 Italy 

Portugal 118,8'78 86,828 BO,Mll 6'7,268 411.1 
Spain 4'76,8'70 818,411 129,'788 448,199 29.0 

Britvla Ill., 
Ireland 60,928 10,288 112,8111 62,1140 88.6 
England and Wales 20<&,2811 4'7,802 243.242 290,1144 88.1 

Scotland 44,824 6,408 48,211 112,619 81.8 

Northern Ireland 111,8411 4,268 18,6118 11,918 '76.2 

USSR 2,M8,081 1,84'7,1197 1160,178 1,907,718 29 •• 

Europe excl. Turkey 5,620,538 2,868,784 8,4.7'7,110 11,8811,8411 119.1 
Europe incl. Turkey 11,119,841 2,468,882 8,1141,'71111 6,005,122 119.0 
Europe incl. USSR 8,822,428 8,811,4.119 <&,101,981 '7,918,895 111.8 

0 



r 182 J 
TABLE 18 

Agricultural Population and Net Production by Districts 

Agricultural 
Agricultural Net Production-Population 

In 10001 1931-1985 

European Aver-

Countrfa a.ad Dlatrlcta 
age= 100 

Penon• Males 
Per Penon 

Dependent Dependent Per Male 
on Engaged in In on Engaged in 

Alriculture Alficulture 1000 cu Agriculture Agriculture 

NORTHERN EUROPE 
DENMARK 1,061 892 161,063 864 823 

Bomholm 19 6 2,429 298 818 
Sjaelland 219 89 82,748 849 289 
Lolland-Falster 62 19 10,287 481 426 
Fyn 121 411 17,209 831 800 
Jylland (llstllge 185 66 28,1Hl 859 839 
Jylland Nordllge 187 64 26,697 831 826 
Jylland Vestlige 208 72 82,004 869 849 
Jylland Sydllge 70 26 11,279 8711 854 

FINLAND 2,015 6311 66,495 65 70 
Uudenmaa 151 47 6,647 87 94 
Turu-Porl 287 92 10,862 84 89 
Ahvenanmaa a 4 652 92 108 
Hame 200 65 6,201 72 75 
Vllpurl 843 110 8,079 65 58 
Mlkkell 148 48 4,220 67 72 
Kuoplo 265 82 6,685 as 63 
Vaasa 348 106 9,217 62 68 
Oulu 263 82 6,679 110 64. 

NORWAY 763 264 87,296 114 (llstfold Ill 

Akershua 
81 14 2,612 158 140 

Hedmark 
60 18 2,858 138 125 

Opland 
60 21 8,260 126 122 

Buskerud 
72 24 8,404 110 111 

Vestfold 
89 a 1,902 114. 107 

Telemark 
25 10 1,701 158 138 

Aust-Agder 
80 11 1,429 Ill 102 

Vest-Agder 
19 7 793 91 89 

Rogaland 
27 9 l,Ill 96 91 

Hordaland 
50 17 8,412 159 158 

Sogn og F jordane 
61 20 2,670 98 101 

Mtare 
58 17 2,285 100 105 69 

Star-Trt8ndela.g 20 2,356 98 93 
M 

Nord-Trt8ndelag 18 2,160 98 93 41 
Nordland 16 1,952 91 96 
Troma 

51 18 2,218 101 91 
Flnnmark 

28 8 1,099 111 5 108 
2 281 184 118 

SWEDEN 1,906 
Stockholmo Uin and ata< 691 119,094 148 
U~aala ll..a 

70 28 8,954 
184 

49 182 Ill 
s· rmanlanda Uin 19 8,538 

70 27 
168 146 

4,764 169 138 
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TABLE 18 (continued) 

Agricultural Population and Net Production by Districts 

Agricultural ' 
Population Agricultural Net Production-
In }0001 1981-19311 

Countries and Districts 
European Aver-

age= 100 

Penon• Per Penon 
Dependent Males Dependent Per Male 

on Engagf'd in In 00 Enp~din 
Agriculture AITicUiture 1000 cu AIUiculture A~~:riculture 

SWEDEN (continued) 
Ostergotlands lli.n 106 41 7,488 168 1411 
J onkoplngs ian 89 88 8,268 188 12/J 
Kronoberga lan 73 27 8,917 127 118 
Kalmar lan 93 85 6,039 161 186 
Gotland& Ian 29 11 2,888 188 167 
Bleklnge ian 42 15 2,581 148 185 
Krlstlanstada llin 106 89 10,074 221 202 
Malmohua liin 122 48 15,219 291 249 
Hallanda ian 67 28 8,417 188 ITO 
Goteb. o. Bobua lan 64 24 8,529 128 11/J 
Xlvsborgs ian 128 47 6,742 128 112 
Skaraborgs ian 122 46 8,268 168 141 
Varmlanda lan 99 85 "000 94 89 
Orebro liin 66 26 "111 168 144 
Viistmanlands llin 83 20 8,684 16/J 189 
Kopparbergs liiD 77 27 8,185 96 98 
Gavleborgs ian 71 25 8,285 106 101 
Viistemorrlanda lli.n 80 26 8,402 99 106 
J iimtlands lan 87 19 2,215 91 92 
Viisterbottena llin 108 82 8,447 78 8/J 
N orrbottena lan a 28 2,169 68 74 

EASTERN EUROPE 
ESTONIA 626 204 26,758 99 108 

LATVIA 1,036 875 49,285 Ill 108 
Zemgale 194 69 11,974 144 138 
Vldzeme 274 100 16,601 188 128 
Latgale • 482 147 12,669 68 61 
Kurzeme 181 M 9,144 141 181 

LITHUANIA (Incl. 
Memel) 1,687 846 111,718 78 76 

POLAND 19,847 11,686 604,889 49 M 
Warsaw (City and 

421 89,016 119 78 Province) 1,1144 
Lodz 1,278 811 26,868 47 IJIJ 
Kielce 1,668 411 81,911 44 53 
Lublin 1,749 482 86,768 49 60 
Bialystok 1,149 821 24,892 81 61 
Wilno 922 266 17,081 48 80 
Novogrodek 811 254 15,900 48 49 
Polesie 912 267 19,662 bO 60 
Wolyn 1,686 478 27,590 89 46 
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TABLE 18 ( contintUd) 

Agricultural Population and Net Production by Districts 

Agricultural 
Agricultural Net Production-Population 

In 10001 1931-1985 

!;';,,,,,,j European Aver-
Counlrf,. md Diltrldl /ifi/1/ age= 100 

p......,. Per Penon 
DependeD! Maleo Dependent Per Male 

on Engaged In In on Enraged In 
Agriculture Agricultun 1000 cu A~Ufculture A~~~:riculture 

POLAND (co11ti,....d) 
992 292 43,4..'16 102 117 Poman 

Pomorze 866 168 20,481 86 96 
Slask (Slleala) 167 49 6,1108 96 1M 
Krakow 1,868 402 26,620 44 80 
Lwow 2,146 636 83,807 81 42 
Stanlslawow 1,105 841 16,005 84 87 
Tamopol 1,278 878 20,297 81 42 

CENTRAL EUROPE 
AUSTRIA 1,772 621 101,907 184 128 

Wlen II 7 872 54 42 
Nlederilsterreleh 499 183 85,964 168 154 
Oberilsterreleh 825 117 22,556 162 151 
Salzburg 77 26 8,900 118 118 
Steiermark 883 184 17,511 106 108 
Kim ten 148 48 6,9011 109 118 
Vorarlberg 40 14 2,096 122 117 
Burgenland 154 M 6,766 96 91 
Tirol 119 40 8,885 114 IU 

BELGIUM 1,190 489 112,606 220 181 
An•en 129 54 10,164 184 148 
Brabant 192 82 18,274 161 127 
FlandreOe. 192 75 19,197 233 201 
FlaodreOr. 242 99 18,793 181 149 
Halnaut 100 46 18,002 803 222 
Liege 87 89 14,1174 890 294 
Limbour~r 110 41 8,Ml 170 154 
Lnembour~r 11 29 7,787 23.'1 211 
Namur 60 24 7,771 802 254 

CZECHOSLOV Ali:IA 4,812 1,484 216,128 lOll 1111 Bobemia 1,621 634 107,969 155 159 Mornla-8ileala 
Slovakia 

968 295 88,784 129 143 

Sub-Carpatblao Russia 
1,797 887 46,928 61 69 

419 117 7,499 42 80 

FRANCE 11,890 4,894 898,1187 176 160 A in 
Alone 142 54 9,214 151 184 

Allier 124 48 18,472 258 220 

Alpea, Buoea 158 62 15,008 221 190 

Alpea, H~uteo .... 17 2,829 150 181 

Alpes, Maritimes 43 11 1,791 91 88 

Ardhle 72 27 2,700 87 78 
158 114 6,258 911 91 
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TABLE 18 (continued) 

Agricultural Population and Net Production by Districts 

Agricultural • 
Population Agricultural Net Production' 

In 10001 1931-1985 

Countries aDd Dlatrlcta 
European Anr-

age= 100 
Penon• Per Penon 

Dependent Males Dependent Per Male 
on Enpged In In on Enp~dia 

Apiculture A~ticulture 1000 cu AKticulture Agriculture 

FRANCE (contin,..d) 
Ardennea 80 21 11,408 25~ 2~ 
Arlege 88 83 ,,701 12, 113 
Aube 89 2' 8,299 209 178 
Aude 159 60 12,086 17T 188 
Aveyron 1111 6:.1 11,881 158 180 
Bel fort 9 4 T99 201 15T 
Boucbes-du-RhOne 101 .0 9,~2 218 186 
Calvadoa 131 •T IS,2.S 211 258 
Can tal Ill 8T 8,,79 118 180 
Charente 158 118 8,190 12, Ill 
Charente lnf. 182 6T 10,882 188 122 
Cher 118 ~ 9.25' 188 161 
Correse HT 118 11,881 180 168 
Corse 120 85 8,985 T6 88 
Cbte-d'or 96 88 10,891 2~ 225 
Cbtea-du-Nord 803 96 18,W 142 181 
Crenae 131 .a 9,868 115 161 
Dordogne 230 8' 12,7~ 129 119 
Douba TO 28 ,,098 186 115 
Drllme 118 " 6,.S9 181 116 
Eure 107 .0 9,860 215 198 
Eure-et-Lolr Ill .0 9,005 189 ITT 
Finistere 832 118 1T,808 121 120 
Gard 136 81 10,768 IS. 166 
Garonne, Haute 161 110 9.8" 142 129 
Gera 185 81 11,191 198 112 
Glronde 226 8T 17,01T 118 1M 
H~rault 2U 79 20,045 218 199 
IUe-et-VUalne • 260 88 19,812 178 11T 
lndre 136 81 10,436 179 161 
lndre-et-Lolre 12T " 8,473 155 136 
Isere 17' 69 11,481 153 130 
Jura 88 82 <I,T26 130 116 
Landes 182 81 7,496 182 115 
Loir-et-Cber 122 " 8,43T 161 151 
Loire 129 52 8,739 1118 182 
Loire, Haute 148 '9 7,081 IU 118 
Loire, lnf~rleure 224 82 19,228 200 IS. 
Loiret 121 4T 9,01T 165 151 
Lot 109 89 <1,981 106 100 
Lot-et-Garonne 14:.1 M 10,271 168 149 
LoU,re 61 19 2,668 102 110 
Malne-et-Lolre 210 16 19,478 21~ 201 
Mancbe 208 11 18,946 21:.1 209 
Marne 91 89 II,~ 221 190 
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TABLE 18 (continued) 

Agricultural Population and Net Production by Districts 

Agricultural 
Agricultural Net Production, Population 

In 10001 1931-1985 

European Aver-

Countrfeo md Dlllricts 
age= 100 

Penono Per Penon 
DepenclcDt Males Dependent Per Male 

on Enp,..d In 1n on Enga~d in 
Aorlcul~ AKTicultwe 1000 cu Agriculture Agriculture 

FRANCE ( COIIIiiiiUd) 
49 19 4,646 221 192 Mame, Haute 

Mayenne 141 48 12,764 211 209 
Meurthe-et-Moselle 49 23 6,810 824 232 
Meuse 52 21 5,374 24.1 201 
Morbihan 271 90 16,964 148 148 
Moselle 78 86 11,482 84.2 250 
Nlm.. 103 89 8,536 193 172 
Nord 163 69 21,219 803 24.1 
Olse 96 87 10,1!20 266 223 
Ome 128 48 9,301 169 162 
Pas-de-Calais 172 68 17,479 237 202 
Puy-de-D&ne 215 81 18,239 143 128 
Pyrt!n~ Busea 178 63 10,1!91 143 132 
Pyrt!n~ Hautes 81 81 4,765 187 121 
Pyrt!nees, Orientales 99 85 10,797 264 285 
Rhln, Bu 134 M 12,288 214 175 
Rhln, Haut 78 82 7,150 214 175 
Rhl>ne 110 42 8,260 174 154 
Sa6ne, Haute 82 80 11,115 148 134 
Sa6ne et Loire 209 81 15,048 168 146 
Sarthe 172 58 12,124 164 164 
SaYole 101 40 4,837 112 95 
S&Yole, Haute 119 48 6,354 124 108 
Seine 24. 8 722 70 71 
Seine InfErlenre 180 52 14,601 262 220 
Selne-et-Mame 98 85 9,811 233 209 
Selne-et-Olse 159 48 9,863 187 158 
Smes (Deux) 177 64 15,880 202 189 
Somme 124. 48 12,1l89o 285 214 
Tam 128 48 8,498 155 189 
Tam-d-Garonne 91 84. 6,085 11!4 189 
Var 78 82 9,898 816 248 
Vaucluse 
Vendee 

93 85 8,91!2 224 201 

Vlenne 
227 78 14,91!6 us 150 

Vlenne, Haute 
1611 59 12,872 174 1611 

Vosges 
147 55 10,1!611 167 151 

Yonne 
84 33 6,260 174 14.9 

109 41 7,478 160 148 

GERMANY• 18,24.8 4,1!52 1,112,810 198 191 Preussen 
Ostprenssen 

7,849 2,667 697,268 207 205 

Stadt ferlla 
942 818 66,631 165 165 

Brandenburg 48 21 2,M8 100 11 

PoiiUDeru 749 267 72,188 2211 212 
6911 248 67,680 227 214 

• 
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TABLE 18 (continued) 

Agricultural Population and Net Production by Districts 

Agricultural • 
Population Agricultural Net Production-

In 10001 1981-19811 

Countries and Diatrlcta 
European Aver-

age= 100 
Penon• Per Person 

Dependent Males Dependent Per Male 
on Enga~d In In on Enp.Rrd in 

AgricultUI'e AITiculture 1000 cu AIIP'iculture Aaricullure 

GERMANY (contin•"'l) 
Grenz. P. Westpr. 143 50 IS, lot 218 208 
Nlederschleslen 771 250 68,687 207 2111 
Oberschlesien 869 102 28,8811 179 218 
Sachsen 716 288 77,120 252 254 
Schleswig-Holstein 840 127 42,054 289 260 
Hannover 971 882 101,~ 245 240 
Westfalen 6:30 207 66,655 208 211 
Hessen-Nassau 680 165 88,952 171 185 
Rheinprovinll 910 880 61.422 137 148 
Hohenzollern 811 12 2,086 186 Jaa 

Bayem 2,859 807 169,172 167 165 
Sachs en 418 159 45,666 254 225 
Wilrttemberg 788 250 44,781 142 140 
Baden 584 196 81,578 126 126 
Thilringen 284 lOS 28,809 2:12 216 
Hess en 800 105 19,789 154. 148 
Hamburg 21 9 682 76 69 
Mecklenburg 295 111 88,455 264. 236 
Oldenburg 187 68 18,684 288 2l!8 
Braunschweig 91 80 10,780 276 281 
Bremen 8 8 648 187 168 
Anhalt 61 20 6,477 247 254. 
Lippe 87 12 8,JI76 225 284 
Lilbeck 7 8 595 198 135 
Schaumburg-Lippe 10 8 1,401 826 866 

LUXEMBOURG 85 85 4,J181 126 108 

NETHERLANDS 1,436 429 159,905 259 287 
Gronlngen 

c> 
104. 87 9,287 208 197 

Friesland 148 49 16,412 267 268 
Drenthe 95 82 10,277 252 252 
Overljssel 114. 4.1 16.1108 887 801 
Gelder land 216 71 24,044 259 245 
Utrecht liO 18 8,781 407 881 
Noordholland 180 52 11,780 210 177 
Zuidholland 202 77 18,876 218 192 
Zeeland 94 84 18,480 884 811 
N oordbrabant 208 78 20,292 227 218 
Limburg Jot 87 10,272 280 218 

SWITZERLAND 900 858 75,139 194 167 
Zilrich, Schaffhausen 19&' 166 & Thurgau 122 49 10,899 
Bern 172 70 13,721 218 177 

J 
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. TABLE 18 (continued) 

Agricultural Population and Net Production by Districts 
: 

Agricultural 
Population Agricultural Net Production' 

In 10001 1931-1985 

European Aver-
Countries and Dlstrlctl age= 100 

Penons Per Penon 
Dependent Males Dependent Per Mate 

OD Enp~d In In on Enga~d in 
Agriculture Agriculture 1000 cu Alrlculture Agriculture 

SWITZERLAND (coAt.) 
Luzern, U rl, Schwys, 

Obwalden, Nldwalden 
110 48 9,528 202 174 and Zug 

Frlbourg 83 23 11,172 191 177 
Solothurn, Basel-Stadt, 

Basel-Land and 
8,023 Aargau 98 88 191 168 

AppenzeU A.-Rh1 App. 
1.-Rh~ St. Gallen 

82 82 7,311 and GI&Mll 208 179 
GraubUnden 42 16 2,659 147 130 
Tlclno 40 12 1,8911 110 124 
Vaud, N euch&tel and 
Gen~ve lOll 411 10,889 242 190 

Valaio 67 24 8,564 124 117 

B.ti.LK.ti.NS 
ALBANIA 800 240 7,648 22 25 
BULGARIA 4,088 1,173 82,394 47 55 

Vratza 1170 167 18,329 1111 83 
PI even 730 213 15,118 48 118 
Chou men 700 204 14,185 47 115 
Plovdiv 1108 148 9,527 .... 112 
Stara-Zagora 805 170 12,8811 50 119 
Bourgao 852 104 8,448 118 84 
Sofia 823 172 8,909 83 41 

GREECE 2,329 998 80,2811 110 48 
EulM!e et Gnce Cent. - 1117 9,898 114 47 
Peloponnbe 811 198 12,9~1 110 Ill 
II. Cydadeo Ill 17 898 82 82 
Theaoalie 2711 97 8,078 Ill 49 
Macedoine 708 268 15,820 50 47 Eplre 174 114 2,828 88 41 CUte 224 72 4,808 50 52 Ilea d'Egee lOll 85 2,597 118 118 Thrace Oce. 188 87 8,999 Ill . 47 Ilea lonlenneo 116 88 1,5115 81 82 

HUNGARY 4,472 1,5112 148,898 78 711 Barany& 'Y&rm. 
Fejer nrm. 171 82 7,498 102 911 
Gyilr, Mooon a 178 61 6,8117 82 88 

Pou<t'ly "· 
B:oml.rom a Eute"" 

107 88 4,496 98 98 

gom "· 71 26 2,6611 87 80 -
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TABLE 18 (continued) 

Agricultural Population and Net Production by Districts 

Agricultural • 
Population Agricultural Net Production-
In 10001 1931-1981 

Countries and Dlotrlc:to 
European A nr-

age= 100 
p.,..,. Per Pencm 

Dependent Males Dependent Per Male 
on Enp~dln In on Enplrt'd Ia 

AJD'iculture Awtcultu~ IOOOCU Apiculture A1rlcultun 

HUNGARY (coRtl .. u•d) 
Somogy 26'1 98 12,878 108 101 
soy, ron 106 87 ""'" 98 94 
Tona 179 68 6,78'1 88 85 
Vu 160 66 6,884 98 89 
Veszprbn 162 68 6,069 98 90 
Zala 255 89 '1,610 69 6'1 
Blks-Bodrog 911 83 8,808 84 79 
B~k~s 210 76 7,487 88 '1'1 
Bihar ' 181 4'1 4,881 76 78 
Csan'd, A rad c!s • 

ToronUl 124 48 4,838 91 88 
Csongrlid 1811 66 8,489 " 42 
Hajdu 155 53 8,468 52 51 
J '••-N agykun-Szolnok 266 95 9,661 85 80 
Pest-Pilia-Solt-

Klskun 621 218 16,298 81 69 
Buda~st szekeaf. 11 4 245 62 48 
Szabo ca c!s Ung 21'1 86 8,194 69 16 
Szatm,r, U gocsa c!a 

8,688 Be reg 118 86 75 T9 
Ab.Uj-Toma 
Borsod, Gilmilr c!a 

66 22 2,195 '18 '18 

Klshont 169 5'1 4,982 68 68 
Reves 20'1 70 6,281 69 69 
N ~gnld u Hont 116 89 8,764 76 78 
Zemplen 89 28 2,662 '10 'Tli 

ROUMANIA 18,069 4,064 272,818 ..a 63 
Old Kingdom 6,868 1,876 182,64'1 48 65 
Bessarabia 2,486 731 47,964 45 61 
Bncovina 695 118 11,678 45 611 
Transylvania 8,645 1,279 80,284 lil u 

TURKEY 11,289 8,383 169,'178 86 89 
1st Agric. Region 1,746 617 28,668 88 48 
2nd " " 1,781 645 80,8411 41 "' 8rd .. .. 1,029 860 16,788 88 8'1 
4th .. .. 9411 286 22,883 66 68 
lith .. .. 984 2tl6 9,256 22 26 
6th H .. '19'1 221 11,226 83 40 
7th .. .. 1,'18'1 6011 16,845 21 • 26 
8th .. .. 1,19'1 860 14,069 2'1 81 
9th .. .. 1,074 80'1 19,170 48 11 

'' 
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TABLE 18 (continued) 

Agricultural Population and Net Production by Districts 

• Agricultural 
Population Agricultural Net Production ' 

In 10001 1981-1985 

European Aver-
Countrlea and Districts age= 100 

Penona Per Person 
Dependent Males Dependent Per Male 

on Engaged In In on Engaged in 
Agriculture Agriculture 1000 cu Agriculture Agriculture 

YUGOSLAVIA 10,629 8,219 175,752 88 48 
Dravska 686 208 10,081 84 88 
Drlnaka 1,258 867 18,934. as 4oO 
Dunavaka 1,779 569 S8,027 69 78 
Moravska 1,280 871 17,508 88 87 
Prlmoraka 747 222 6,987 22 24o 
Savska 2,026 629 88,847 89 42 
Vardaraka 1,226 852 14,878 28 83 
Vrbaaka 910 272 12,244. 81 as 
Zetaka 756 225 7,876 24o 27 
Beograd 10 .. ' 4o70 109 98 

SOUTHERN EUROPE 
ITALY 17,958 6,475 1561,726 78 68 

Piemonte 1,410 578 57,888 96 79 
Liguria 296 124 10,288 81 65 
Lombardi& 1,647 647 66,861 94o 81 
V eneaia Trldentlna 828 119 9,117 66 60 
Veneto 1,996 670 56,487 66 66 
Veneaia Glulla e Zara 828 180 6,864. so 41 
Emilia 1,788 638 71,987 96 89 
Toacana 1,180 446 4.0,814 81 72 
Marcbe 710 24.0 22,452 74 73 
Umbria 410 148 18,202 75 70 
Laoio 851 814o 22,132 61 ss 
Abruui e Mollae 992 812 21,691 Sl ss 
Campania 1,290 428 84,4.09 62 68 
Pug lie 1,298 485 28,814 Sl 51 
Lucan!& 826 106 18,658 98 101 
Calabrie 951 298 21,~69 52 57 
Sicilia 1,890 662 50,296 62 60 
Sardegna 456 196 14,612 61 69 

PORTUGAL 2,954o 999 67,268 . 68 58 Aveiro 180 ISS 8,780 48 68 Beja 146 58 4,842 77 72 Braga 215 64 4,776 52 69 Bragan~& 117 41 2,221 44 48 Castelo Branro 140 47 2,898 4oO 4oO Coimbra 
Evora 

198 67 8,899 4oO 4oO 

Faro 
118 41 8,808 78 78 

Guard& 
144. 5I 1,586 25 24. 

Leiria • 
141 48 2,891 4oO 89 

Lisboa • 
167 58 8,824. 46 45 

Portalegre 
157 68 6,828 101 85 
101 87 8,888 78 72 
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TABLE 18 ( c011tinued) 

• 
Agricultural Population and Net Production by Districts 

Agricultural • 
Population Agricultural Net Production -

In 10001 1931-19811 

Countries and Distrlcb 
. European AYe ..... 

age= 100 

Persons Per Penon 
Dependent Males Dependent Per Male 

on Engagl"d In In on Enaa.-rd in 
Agriculture Agriculture 1000 cu Awicultu~ AJ:rlcullure 

PORTUGAL (continu•d) 
Porto 220 78 4,689 80 60 
Santarem 226 78 7.~ 73 n 
Viana do Castelo 148 ~ 8,228 61 68 
Vila Real 166 66 8,299 46 47 
Viseu 276 88 4,826 87 89 
Setubal 101 86 2,060 41 46 

SPAIN 11,864 8,728 448,199 88 94 
Galaico-Asturlca 1,697 414 67,678 79 96 
Vascongadas y Navarra 461 142 19,4811 98 lOT 
Castilla Ia Vleja 806 243 84,629 100 112 
Aragdn 676 196 28,180 114 118 
Cataluila 908 801 42,782 110 109 
Valencia 941 816 87,976 94 94 
Murcia 497 166 19,818 93 100 
Andalucfa 2,734 886 77,631 66 69 
Extremadura 718 238 24,266 79 80 
Castilla Ia Nueva 1,233 880 48,852 92 101 
Le6n 948 288 41,660 102 118 
Baleares 168 62 6,646 96 98 
Canarlaa 192 152 9,01'1 109 186 

BRITISH ISLES 
IRELAND 1,661 1!50 62,640 93 89 

Munster 612 178 26,198 119 116 
Connacht 4811 160 13,116 n 69 
Leinster 894 142 16,879 94 88 
Ulster 226 80 7,894 77 78 

ENGLAND & WALES 2,117 980 290~ 819 240 

SCOTLAND 881 161 62,619 811 267 
Northern 242 90 26,040 240 218 
East Central 60 22 6,622 801 236 
West Central ~ 23 8,787 466 800 

Southern 70 26 12,170 406 867 

NORTHERN IRELAND 872 184 17,916 112 106 

USSR 114,069 86,164 1,901,778 89 41 
RSFSR 78,466 24,898 1,895,264 41 46 

Northern R 2,084 624 82,664 88 41 
Leningrad obi. & • 

Kar. ASSR 4.018 1,267 67,349 89 42 
Western R 8,646 1,011 62,290 40 46 
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TABLE 18 (continued) 

Agricultural Population and Net Production by Districts 

Agricultural 
Population 

In 10001 

Agricultural Net Production fl 
1931-198/l 

European Aver-

CoUDtria ... d Dlatrldll 
age= 100 

Penon• Per Penon 
Males Dependent Per Male 

Dependent 
Enga~d tn In on Enp~Jed iD. on 1000 cu Agriculture Agriculture Agriculture Agriculture 

USSR ( conlinuod) 
12,828 8,716 208,329 87 48 

Cent. Industrial R 
9,1!0'7 2,994 H1,622 86 87 

Cent. Black Soil obi. 
8,124. 963 49,662 87 41 

Vyatka R 
6,067 1,1179 112,216 61 66 

Ural obi. 
2,821 717 42,068 42 46 

Bashklr ASSR 
Cent. Volga R 8,871 2,768 140,1104 87 40 

Lower Volga R 4,270 1,337 70,768 89 42 

Crimea ASSR 878 119 9,228 68 61 

Northern Caucao. kray 6,184 1,996 124,981 48 49 

Dagestan ASSR 622 187 6,996 26 29 

Kazakhstan ASSR 6,812 1,984 104,878 42 42 

Klrgbls ASSR 890 820 12,839 84 81 

Siberian kray 7,000 2,199 180,466 60 64. 

Buryat-Mongollan -
ASSR <&U 189 7,228 41 <&1 

Far Eastern kray and 
602 27,084 41 42 Yakutsk ASSR 1,1129 

Ukrainian SS R 22,806 '1,829 846,287 86 87 

White Ruosian SSR 8,999 1,838 71,069 <&1 42 
Transcaucasian SFSR 4,189 1,24.8 <&2,117 24 27 
Uzb. SSR & 

Turkmen SSR 6,112 1,849 62,912 24. 22 

Total Europe (Excl. 
Turkey & USSR) 136,360 46,460 6,771,608 100 100 

- AYerage. 
l The agricultural population• represent the situation "'round 1980. The data are 

mainly from official aourceo, but some estimates have been necessary. Some national 
otatiotlco give population dependent on agriculture, others give males gainfully 
occupied, and othero give both. Where either figure waa not available, It was esti
mated from the ratio prevailing In those countries where both fif!11res are known. 

• Excluding Saarland, wblch waa not part of Germany during the period (1981-
198/l) to which theoe data refer. 
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TABLE 19 

Yields per Hectare of Seven Important Crops m European 
Countries, 1931-19351 

• 

Weighted Unwelghted 
Countey Index Index 

(Europe= 100) 

N or!lae,... Evropo 
Denmark 177.8 16<1.0 
Finland 108.8 lOU 
Norway 188.1 186.2 
Sweden 182.8 183.4 

E<Uto,... Europe 
Estonia 81.4 82.9 
Latvia 84.9 8U 
Lithuania 82.8 81.1 
Poland 82.9 80.9 

Central Europe 
Austria 109.8 J13.4 
Belgium 176.9 111.0 
Czechoslovakia 116.7 112.5 
France 105.0 100.9 
Germany 188.9 182.8 
Luxembourg 109.0 109.2 
Nether lands 168.5 170.2 
Switzerland 141U 151.8 

Balkaftl 
Albania 95.9 87.5 
Bulgaria 8U 74.8 
Greece 60.5 58.7 
Hungaey 96.2 85.2 
Roumanla 6U 68.0 
Turkey 6a.5 62.8 

Yugoslavia 88.9 69.1 

Sov!la.,... Europe 
Italy 101.5 98.1 

Portugal • 62.7 69.8 

Spain 11.0 84.0 

BrituA 111 .. 
Ireland 160.2 159.4 

United Kingdom U3.ll 180.9 

USSR 59.1 59.1 

Europe• 100.0 100.0 

Data from: Btatutuch., Jahrb•cTl fiJr dae Devt1eho Roklt, 1938, pp. 42-45. 
1 Wheat, eye, barley, oats, maize, potatoes, and ougar heetl. t 
• Excluding Turkey and USSR. D 
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(~11nuaire Statilfique de la Lettonie) (Riga). 

Lithuania, Centralinis Statistikos Biiiras, Lielu'llol Statilfiko• llletraiti• 
(~nnuaire Statillique de la Lit1auanie) (Kaunas). 

Netherlands, Centraal Bureau voor de Statistiek, Jaarcijfer1 11oor Neder
land (The Hague). 

Norway, Statistiske Centralbyra, Statilli•k .lrbok for Norge (Oslo). 
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(Warsaw). 

Portugal, Instituto Nacional de Estatlstica, ~11uario Ellatlllico de Portu
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APPENDIX II 

STATISTWAL DATA ON AGRICULTURAL LAND 
UTILIZATION, POPULATION DENSITY, AND OVER

• POPULATION 

THII Appendix consists of a serict of tables supporting the discussion and 
Ulustration1 In Chapter III. Table 1 summarizes the areas of agricultural 
land fn Europe In terms of "arable equivalents"' and the density of agri
cultural population relative to these roughly comparable land areas. 
Table• 2 and S provide comparative data for Table~ 6 and 7 in the text. 
The latter show the percentages of overpopulation under the assumptions 
of existing production and "standard" production and a European average 
per capita level of productivity taken as s'tandard. Table 4 indicates In 
abbreviated form the projected populations in Eastern and Southern 
Europe at live-year intervals from 1940 to 1970. 

t Tbe expreaalon of agricultural land areas In "arable equivalents" represents an 
attempt to achieve rough comparability In the reported areas of land used for 
agricultural purposes. The method assumea arable land to be of equal value and 
attempts to translate the areas under other typea of utilization Into approximate 
equivalents of arable land. Of the three principal land utilization types in addition 
to arable land, two are given equal weight throughout Europe: orchard and garden 
lands are assumed to be three times as valuable as plow land, and meadows are 
assumed to be only 40 per cent as valuable. Pasture lands, being very unequal In 
quality, are given a variable weight, centering around 20 per cent of the value of 
arable land. 

A table aummarlzing reported areas under various typea of land utUization 
around 1983, together with their "arable equivalent" values, is available at coat of 
microfilm reproduction upon request to the Office of Population Research, Prince
ton Unlveralty, Princeton, New Jersey, 
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TABLE 1 • 

Density of Population Dependent on Agriculture per Square 
Kilometer of Arable-Equivalent Agricultural Land, European 

Countries, around 1930 

Population Arable-
Country Dependent Equivalent 

and on Agricul- Agricultural 
Province ture• (In Land Denoit'r 

thousands) In KM• • per KM• 

ALBANIA 800 4,335 ,11U 

AUSTRIA 1,772 27,608 64.2 
Wien 16 68 801.9 
NlederlSsterrelcb 499 10,157 49.1 
Oberiisterreicb 825 6,41!8 59.2 
Salzburg 77 1,869 56.2 
Stelermark 888 4,211 91.0 
Kiimten 148 2,184 69.4 
Tirol 119 1,588 74.9 
Vorarlberg 40 1,048 88.2 
Burgenland 164 2,139 76.7 

BELGIUM 1,190 16,478 72.2 

BULGARIA 4,088 42,873 95.4 

CZECHOSLOVAKIA 4,812 69,289 69.4 
Bohemia 1,627 28,661 66.8 
Moravia-Silesia 968 13,794 61.8 
Slovakia 1,797 21,252 84.6 
Sub-Carpathian Russia 419 8,391 116.7 

DENMARK 1,061 28,8.11 87.5 
Islands 411 9,430 43.6 
Jutland 650 18,901 au 

ESTONIA • 626 16,180 88.7 

FINLAND 2,015 25,1166 78.8 
Uudenmaa 161 2,748 54.9 
Turu-Porl 287 4,698 61.3 
Ahvenanmaa 14 146 95.9 
Hiime 200 2,925 68.4 
Vlipurl 848 8,480 98.6 
Mikkell 146 1,871 IOU 
Kuoplo 265 2,825 114.0 
Vassa 846 4,91!9 70.1 
Oulu 268 2,938 89JI 

FRANCE 11,890 841,930 28.8 
A In 142 8,062 ~ 46.4 
Alsne 124 6,098 24.8 
Allier 168 6,108 80.9 

• 
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TABLE 1 (continued) 

Density of Population Dependent on Agriculture per Square 
Kilometer of Arable-Equivalent Agricultural Land, European 

Countries, around 1930 

• Population Arable-
Country Dependent Equivalent 

and onAgricul- Agricultural 
Province turel (in Land Density 

thousands) lnKM•• perKM• 

FRANCE (conllntud) 
Alpea (Basses) 44 2,199 20.0 
Alpes (Hautes) 48 1,628 26.4 
Alpeo-Marltlmes 72 1,614 <44.11 
Ard~he 1!58 8,1115 .S.5 
Ardennes 50 . 2,483 20.1 
Arlege 88 2,000 <44.0 
Aube 119 8,489 16.9 
A ode 1119 6,84.1 25.1 
Aveyron 175 11,687 30.8 
Belfort 9 237 88.0 
Bouches-du-RMne 101 8,~1 29.3 
Caivados 131 8,041 .S.1 
Can tal lll 2,526 .S.9 
Charente 1!58 ... 688 82.11 
Charente-Inf~rieure 182 5,6ll 82.4 
Cher 
eom.e 

llll 4,719 24.4 

Corse 
147 2,758 58.3 

~te-d'Or 
120 8,242 87.0 

~tes-<lu-Nord 
96 Mill 21.7 

Creuse 
808 11,807 117.1 

Dordogne 
131 8,482 88.2 

Douba 
280 5,846 89.3 

Dr6me 
70 1,926 86.3 

Eure 
liS 8,615 81.8 

Eure-et-Loir 
107 8,582 30.3 

Flnlstere 
lll 4,862 22.8 

Gard 
882 4,8011 69.1 

Garol'ne (Haute) 
136 5,608 24.3 

Gen 
161 .5,082 in.7 

Glronde 
135 Mll 23.6 

Herault 
226 6,719 83.6 

Ille-et-Vllaine 
214 7,509 28.5 

Indre 260 11,248 49.5 

Indre-et-Loire 
186 5,006 27.2 

I sere 127 4,677 27.2 
Jura 174 4,634 87.5 
Landes 811 2,204 88.6 
Loir-et-Cber 182 2,797 47.2 
Loire 122 4,668 26.2 
Loire (Haute) 129 2,894 44.6 
Loire-Inferleure I~ 2,596 511.9 
Loiret ' 224 8,11711 62.'1 
Lot l 127 ... 786 26.8 
Lot-et-Garonne 109 2,685 40.11 

142 4,Mll 82.'1 
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TABLE 1 (continued) 

• 
Density of Population Dependent on Agriculture per Square 
Kilometer of Arable-Equivalent Agricultu~al Land, European 

Countries, around 1930 

Population Arabi&-
Counh'y Dependent Equivalent 

and onAgricul- Agricultural 
Province ture• (in Land Density 

thousands) In KM•• perKM• 

FRANCE (cot~limucl) 
LaUre 61 2,428 25.2 
Main&oet-Lolre 210 6,281 88.7 
Manche 208 2,983 70.9 
Marne 91 1,23.~ 18.5 
Marne (Haute) 49 2,877 11.0 
Mayenne 141 8,770 87.4 
Meurth&oet-Moselle 49 2,888 17.0 
Meuse Ill 2,806 18.5 
Morbihan 271 4,011 66.11 
Moselle 78 8,798 20.5 
Nievre 108 8,149 29.0 
Nord 168 4,055 40.2 
Olse 96 4,118 28.8 
Orne 128 2,828 45.8 
Pu-de-Calala 172 6,277 82.6 
Puy-de-D<'Ime 215 4,582 46.9 
Pyrenees ( Bassea) 178 8,810 ll2.8 
Pyrenees (Hautea) 81 1,888 48.0 
Pyrenees-Orientalea 99 8,182 81.8 
Rhin (Bas) 1M 2,701 49.6 
Rhin (Haut) 78 1,898 41.1 
Rh<'lne 110 2,180 80.5 
Saline (Haute) 82 2,8156 M.8 
Sabn&oet-Lolre 209 /l,028 41.6 
Sarthe 172 8,772 45.6 
Savoie 101 1,885 19.11 
Savoie (Haute) 119 1,818 65.1J 
Seine 24 116 186.4 
Seln&olnf~rleure • 180 8,781 M.8 
Seln&oet-Marne 98 4,805 2U 
Sein&oet-Oise 159 8,982 40.4 
sevres (Deux) 177 4,811 86.8 
Somme 124 4,889 21.6 
Tam 128 4,444 28.8 
Tam-et-Garonne 91 8,1/lO 28.11 
Var 78 8,8.'15 18.9 
Vaucluse 98 8,025 80.7 
Vendee 227 6,604 40.5 
Vlenne 165 6,643 29.2 
Vlenne (Haute) 147 8,729 89.4 
Vosges 84 2,261 87.2 
Yonne 109 8,661 ' 29.7 
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TABLE 1 (continued) 

Density of Population Dependent on Agriculture per Square 
Kilometer of Arable-Equivalent Agricultural Land, European 

Countries, around 1930 

Population Arable-
Country Dependent Equivalent 

and onAgrlcul- Agricultural 
Province ture• (In Land Density 

thousanda) In KM• I per KM• 

GERMANY 18,297 255,02!1 152.1 
Preussen 7,849 161,1134 48.7 

Ostpreussen 9~3 32,000 42.8 
Stadt Berlin 48 601 79.9 
Brandenburg 7~9 19,700 88.0 
Pommern 69!1 18,068 88.!1 
Grens. Posen-Westpr. 143 4,097 84.9 
Nlederschleslen 771 115,906 48.!1 
Oberschleslen 869 6,16!1 159.9 
Sachsen 716 16,713 42.8 
Schleswig-Holstein 840 9,427 86.1 
Hannover 971 16,60!1 58.15 
Westfalen 680 10,297 6l.ll 
Hessen·N assau 1180 7,843 67.11 
Rhelnprovlns 910 18,~6 67.9 
Hohensollern 8!1 1178 60.6 

Bayern 2,859 87,009 63.7 
Sudbayern } Nord bay ern 2,160 83,887 63.7 
Praia 199 8,123 63.7 

Sachsen 418 9,768 42.8 
WUrttemberg 733 9,9011 74.0 
Baden 586 7,888 79.9 
ThUrlngen 284 6,W7 4U 
Hessen 800 4,67!1 6U 
Hamburg 21 815 66.7 
Mecklenburg 295 9,8!10 81.6 Oldenburg 187 2,933 68.8 Braunschweig 91 2,098 43.4 Bremen 
Anhalt 

8 .I" 11!1.6 

Lippe 
61 1,1187 89.7 

LUbeck 
87 720 151.4 

Schaumburg-Lippe 
7 20!1 84.1 

Saarland 
10 206 48.5 
58 1,011 112.4 

REAT BRITAIN 2,876 8~,782 ENGLAND AND WALES 88.9 

Southeast 
2,117 62,1167 83.8 

North I 473 11,4119 41.2 

North II 47 2,158 21.8 
North III 1~7 11,803 27.7 
Nortb IV 76 2,1~ 811.11 
Midland~· 

18!1 2,434 !15.5 
Midland II 2311 7,708 80.!1 
East 121 8,860 81.8 

42!1 18,8!1!1 80.7 

G 
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TABLE 1 (continued) • 

Density of Population Dependent on Agriculture per Square 
Kilometer of Arable-Equivalent Agricultllyl"al Land, European 

Countries, around 1930 

Population Arable-
Country DAendent Equlnlent 

and on gricul- Agricultural 
Province ture• (In Land Density 

thousands) In KM• I perKM• 

GREAT BRITAIN (Continued) 
Southwest 1104 8,864 86.8 
Walea I 119 1,832 88.2 
Walea II 188 8,~9 89.8 

NORTHERN IRELAND 8711 8,818 118.1 

SCOTLAND 887 111,900 24.8 
Northern 2411 9,430 211.T 
East Central 110 1,8111 27.0 
West Central 44o 1,681 26.2 
Southern 70 2,987 118.8 

GREECE 2,829 82,888 86.'7 
Central Greece and Eubcza 409 11,467 74.8 
Peloponnesos 611 15,1197 109.2 
Cyclades Ill 11411 9U 
Ionian Islands 116 11411 214.0 
Theasaly 2711 4,708 58.11 
Macedonia 708 1,8811 711.8 
Epirus 174 1,1168 111.8 
Crete 224 1,1189 141.0 
Aegean Islands 108 862 121.8 
Weatem Thrace 188 2,488 711.1 

HUNGARY. 4,4711 70,888 68.1 
Transdanubla 1,641 26,610 61.7 
Great Plain 2,1911 84,909 62.8 
North 646 9,814 69.4 

• 
IRELAND 1,1161 111,228 102.11 

ITALY 17,9118 886,126 118.4 
Plemonte 1,410 29,468 47.8 
Liguria 296 9,1112 81.1 
Lombardla 1,647 23,678 69.6 
V enezla Trldentlna 828 20,098 18.1 
Veneto 1,998 24,792 80.4 
V enezla Glulla e Zara 828 10,744. 80.1 
Emilia 1,788 24,690 70.4 
Toseana 1,180 911,838 82.9 
Marehe 710 10,082 70.4 
Umbria 410 11,310 

~ 
86.8 

Laslo Sill 20,966 40.6 
Abruul e Mollze 992 16,988 118.8 
Campania 1,290 16,110 80.1 

• 
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TABLE 1 (continued) 

Density of Population Dependent on Agriculture per Square 
Kilometer of Arabl!!-Equivalent Agricultural Land, European 

Countries, around 1930 

Population Arable-
Country Dependent Equivalent 

and onAgrlcul- Agricultural 
Province turel (In Land Density 

thousands) lnKM•• perKM• 

ITALY (eotdintud) 1,298 16,942 76.8 
Puglle 
Lucan! a 826 9,284 811.1 

Calabrle 951 19,846 49.2 

Sicilia 1,890 28,040 82.0 

Sardegna 156 18,292 41.8 

LATVIA 1,086 16,898 68.2 

LITHUANIA 1,657 81,146 43.2 

LUXEMBOURG sa 1,296 65.8 

NETHERLANDS 1,486 17,1172 81.1 
Gronlngen 104 1,821 17.1 
Friesland 148 1,866 104.7 
Drenthe 95 1,101 86.8 
Overljes~~el 114 1,856 8U 
Gelder land 216 2,419 89.8 
Utrecht 10 612 81.1 
N oordholland 180 1,1185 82.0 
Zuidbolland 202 1,854 109.0 
Zeeland 94 1,897 67.8 
Noordbrabant 208 2,510 81.6 
Limburg 104 1,1112 68.8 

NORWAY 762 8,951 8U 
(llstfold 87 827 .U.7 
Akershu1 
Hedmark 

10 902 45.4 

Opland 
60 • 852 70-4 
73 789 97.4 

Buakerud 89 
Vestfold 25 

120 75.0 

Telemark 80 
129 47.8 

Aust-Agder 19 
889 88.11 

Vest-Agder 
182 104.4 

Rogal and 
27 224 12o.ll 

Hordaland 
10 448 111.6 

Sogn og F jordane 
81 404 151.0 

Mtllre 
18 864 118.2 

S•r-Trt~~ndelag 
119 498 119.7 

Nord-Trtllndelag 
14 669 80.7 

Nordland 
47 646 72.8 

Trome 1 
Ill 105 101.0 
28 

Flnnmark" II 
242 95.0 

111 87.7 

\ 
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TABLE 1 (continued) 

• 
Density of Population Dependent on Agriculture per Square 
Kilometer of Arable-Equivalent Agricultural Land, European 

· Countries, around 1930 

Population Arable-
Country Dependent Equivalent 

and on Agrlcul- Agricultural 
Province turel (In Land Density 

tllouaanda) lnKM•• perKM• 

POLAND 19,84'1 222,698 86.1 
Central '1,888 86,098 811.8 
East 4,861 158,040 '15.1 
Soutb 6,892 47,986 122.8 
West 1,7041 80,578 65.8 

PORTUGAL 2,954 119,672 49.1 

ROUMANIA 18,069 16-l,010 '19.'1 
Old Kingdom 11,868 79,685 79.1 
Bessarabia 2,468 85,891 69.1 
Bukovina 595 4,078 1411.9 
Transylnnia 8,6411 ... 8117 81.8 

SPAIN 11,864 849,211 84.0 
Galalco-Asturlca 1,697 16,628 102.0 
Vascongadas y NaY 461 8,879 5U 
Castilla Ia Vleja 8011 24,861 82.4 
Arag6n 576 2-l,76'1 28.8 
Cataluila 908 21,4118 82.9 
Valencia 941 25,248 87.8 
Murcia 497 22,4111 22.2 
Andalucia 2,784 '14,680 88.8 
Extremadura '118 28,2411 25.4 
Castilla Ia Nueva 1,288 117,929 21.8 
Le6n 948 81,()82 80.1 
Baleares 1158 4,76r 88.8 
Canarias 192 2,215 84.4 

SWEDEN 1,906 41,982 411.4 
Stockholms stad" 4 23 178.9 
Stockholm& lin 68 1,721 68.2 
U ppsala liin 49 1,6!i7 29.J 
SOdermanlanda liin 70 1,928 86.4 
Ostergotianda liin 106 2,811 87.7 
J onkopings liin 89 1,678 118.0 
Kronobergs liin 78 1,268 57.8 
Kalmar liin 98 2,181 42.8 
Gotiands liin 29 940 BO.J 
Blekinge liin 42 '112 59.0 
Kristianstada lin 106 2,559 4U 
Malmohua liin 122 8,548 84.4 
Hallands liin 6'1 1,518 44.1 
GOteborgs o. Bohua lin 64 1,080 62.1 
Xlvsborgs liin 128 2,282 ' 118.9 
Skaraborgs liin 122 8,438 85.1 

• 
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TABLE 1 (continued) 

1 t' Dependent on Agriculture per Square 
D~nsity of fPoApu ball~~quivalent Agricultural Land, European 
Kilometer o ra e 930 

Countries, around 1 

Population Arable-
Dependent Equivalent Country 
onAgricul- Agricultural 

Density and 
ture• (in Land Province 

thousands) In KM• • per KM• 

SWEDEN (conli,..,d) 
99 2,081 47.8 V iirmlands liin 
66 1,721 88.8 Orebro liin 
63 1,731 80.8 Viistmanlands liin 
77 1,812 118.7 Kopparbergs liin 
71 1,267 116.0 Giivleborgs liin 
80 1,174 68.1 Viistemorrlands liin 

J iimtlands liin 117 794 71.8 
V iisterbottens liin 103 1,417 72.7 
N orrbottena liin 74 1,2211 60.4 

SWITZERLAND 901 8,405 107.1 
ZUrich, Scha tfhausen 

122 874 189.8 and Tburgau 
172 1,562 Jl0.1 Bern 

Luzem, Uri, Schwy1, Obwalden, 
110 800 187.5 Nidwalden and Zug 

Fribourg 68 514 122.8 
Solothurn,Basel-Stadt, 

98 767 127.8 Basel-Land and Aargau 
Appenzeii-A-Rh., A f,penzell-I-Rh, 

82 602 186.2 St. Gallen and G arus 
GraubUnden 42 952 44.1 
Ticino 40 484 92.2 
Vaud, NeuchAtel and Genhe 105 I,196 87.8 
Valaia 67 705 . 95.0 

YUGOSLAVIA 10,629 106,186 I00.1 
Dravska 688 6,190 U0.8 Drinska 1,268 12,078 104.2 Dunavska 1,779 261090 68.2 Moravska 1,230 10,826 U8.6 Prlmorska 747 6,286 U8.8 Savska 2,026 ll,798 171.7 Vardaraka 1,226 Jl,668 105.1 Vrbaska 910 8,971 lOU Zetska 766 6,088 125.2 Beograd 10 202 49.5 

• The agricultural populations represent the situation around 1930 •. Tbe data are 
mainly from official sources, but aome estimates have been necessary. Some national 
otatlstics give only data on persons gainfully occupied in agriculture. In these cases 
tbe total agricultural population (active and passive) has been estimated from the 
ratio prevailin, in those countrlea where both figures are known. 

• Orchards a~d gardena computed u 8.00 hectares arable, meadowa as 0.40 bee
tare and puturea aa approximately 0.20 hectare, nrled by type of pastures. See 
note at beginning of tbia AppendiL 
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TABLE 2 

• 
"Standard" and "Surplus" Agricultural Populations, Eastern 
and Southern ~urope, around 1930, Assumipg Existing Produc

tion and French Per Capita Level• 

Standard Surplua Popalatlon 
Popalatlon, 

Country 
Assuming 

French 
and Per 

Province Capita Level• Numbero 
OOO'o omitted OOO'a omitted PerCent 

(1) (2) (8) 

Albania 101 699 87.4 
Bulgaria 1,091 2,997 78.8 
Coechosiovakia 2,863 1,949 40.11 

Bohemia 1,480 197 12.1 
Moravla-SUeala 712 258 26.4 
Slovakia 621 1,l78 61.4 
Sub-Carpathian Ruasia 99 820 7U 

Estonia 854 272 48.11 
Greece 798 2,081 71.8 

Central Greece and Eubc2a 124 285 89.7 
Peloponnesoo 172 489 71.8 
Cyclades 9 42 82.4 
Ionian Islando 21 95 81.11 
Thessaiy 80 195 70.9 
Macedonia 208 505 71.8 
Epirua 87 187 78.7 
Crete 64 160 7U 
Aegean Islanda 84 n 67.1 
W eatern Thrace 58 180 71.0 

Hungary 1,972 2,500 II.SI 
Transdanubla 863 778 47.4 
Great Plain 860 1,825 60.1 
North 249 897 61.11 

Italy 7,440 10,1118 58.1 
Piemonte 768 644 45.7 
Liguria 188 160 5U 
Lombardi& • 879 168 45.1 
Veneoia Tridentlna 121 202 62.5 
Veneto 148 1,248 62.5 
Veneoia Gialia e Zara 91 282 71.8 
Emllla 968 785 45.2 
Toscana 541 68t 54.2 
Marcbe 297 418 58.2 
Umbria 175 285 17.8 
Lulo 298 568 66.8 
Ahruul e MoUse 281 705 71.1 
Campania 458 884 84.7 
Pug lie 815 918 n.o 
Lucania 181 145 4U 
Calabrie 282 669 10.8 
Sicilia 668 1,224 4 84.8 
Sardegna 194 862 85.1 

Latvia 658 888 87.0 

• 



TABLE 2 (continued) 

"Standard" ,and "Surplus" Agricultural Populations, Eastern 
and Southern Europe, around 1930, Assuming Existing Produc

tion and French Per Capita Level1 

• 

Standard Surplus Population 
Population, 
Assuming 

Countl')' French 
and Per 

Province Capita Level• Number• 
OOO's omitted OOO's omitted PerCent 

(1) (2) (3) 

Lithuania 685 972 58.7 

Poland 5,355 18,992 72.8 

Central 2,092 5,296 71.7 

East 1,063 8,298 1M 

South 1,268 .. 624 78.5 

West 933 772 45.8 

Portugal 891 2,063 69.8 

Entre Mlnho e Douro 168 416 71.2 

Trao 01 Monteo 73 210 74.2 

Belra 215 719 77.0 

Estremadura 255 894 60.7 
Alemtejo and Algarve 180 824 64.8 

Roumania 8,607 9,462 72.4 
Old Kingdom 1,756 4,607 72.4 
Bessarabia 635 1,831 I 7U 
Bukovlna 153 442 74.8 
Transylvania 1,063 2,582 70.8 

Spain 6,986 6,928 60.0 
Galalco-Asturlca 768 984 55.0 
Vascongadas :r Navarra 257 204 44.8 
Castilla Ia Vleja 4Ji9 847 43.1 
Aragtln 878 208' 85.2 
Catalulla 566 337 87.8 
Valencia 508 488 46.11 
Murcia 262 285 47.8 
Andalucla 1,028 1,706 62.4 
Extremadura 821 897 65.8 
CastUla Ia Nueva 647 586 47.11 
Letln no 898 Q 42.0 
Baleareo 87 71 44.9 
Can arias 119 78 88.0 

Yugoslavia 
Dravska 

2,328 8,801 78.1 
138 553 80.8 

Drlnska 
Dunavska 

251 1,007 80.0 

Moravska 
702 1,071 60.5 

Prlmorska 
232 998 81.1 

Savska 
92 655 87.7 

Vardarska 
448 1,578 77.9 
197 

Vrbaska 162 
1,029 83.9 

Zetska 
748 82.2 

Beograd 
104 652 86.2 

(. 8 4 40.0 

1 The population dependent on agrlcultu d th a1 
tlon are given In Table 8, text, and not re re ~~ h: v ue of agricultural produc-

1 This column represents the lnd 1 pea f re. 
76.1, which represents the French pe"; ;: ~:" t d agricultural prodJctlon divided by 

1 This column represents the remalnde~ a~t n :., v:l:._e. See Appendix I, Table 18. 
In column I, Is oubtracted from the actualer 1-·~tundard population," u ginn 
Table I of the text. agr ~"' ral population •• given ID 
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TABLE 3 

"Standard" and "Surplus" Agricultural Populayons, Eastern 
and Southern Europe, around 1930, Assuming French Produc
tivity per Hectare of Arable-Equivalent Agricultural Land and 

French Per Capita Level' 

Standard Pop. 
with Standard 

Surplus Population 

Country 
Production, 
Auuming 

and French Per 
Province Capita Level• NumberS 

(OOO'a omitted) (000'1 omitted) Per Cent 
(1) (2) (8) 

Albania 1/l8 Mil 80.8 
Bulgaria 1,498 2,1195 88.5 
Czechoslovakia 2,414 2,398 49.8 

Bohemia 998 829 88.T 
Moravla-Sllesia 5/lO 418 48.2 
Slovakia 740 1,037 /l8.8 
Sub-Carpathian Russia 1211 294 70.2 

Estonia 564 62 ... 
Greece 1,187 1,692 59.8 

Central Greece and Eubc:ea 191 218 58.3 
Peloponnesos 1911 418 /l8.1 
Cyclades 19 82 62.T 
Ionian Islands 19 9T 88.8 
Thessaly 164 Ill 40.4 
Macedoula 825 888 114.1 
Epirua 114 120 69.0 
Crete 1111 169 75.4 
Aegean Islands 80 711 71.4 
Western Thrace 85 98 /l8.6 

Hungary 2,467 2,0011 44.8 
Transdanubia 82T 714 48.5 
Great Plain I,216 969 44.3 
North 824 822 49.8 

Italy 11,709 8,244 84.8 
Plemonte 1,021 888 27.2 
Liguria 881 - -11.8 
Lombardi& 8211 822 49.8 
V enesia TridenUn\o 700 -877 -11u 
Veneto 864 1,182 116.7 
V eneaia Giulia e Zara 874 -1 -111.8 
Emilia 860 878 ll0.4 
Toscana 1,248 -88 -.8 
Marche 8111 8119 ll0.6 
Umbria 894 18 8.9 
Laaio Tao 121 14.2 
Abruul e Mollse 590 402 40.4 
Campania 561 T211 118.4 
Pug lie 1190 T08 114.4 
Lucan Ia 828 8 .. 
Calabrie 674 27T 29.1 
Sicilia 808 1,0ST • IIU 
Sardegna 463 88 16.7 



TABLE 3 (continued) 

"Standard" and "Surplus" Agricultural Populations, Eastern 
and Southem Europe, around 1930, Assuming French Produc
tivity per Hectare of Arable-Equivalent Agricultural Land and 

French Per Capita Level' 
• 

Standard Pop. Surplus Population 
with Standard 

Production, 
Country Assuming 

and French Per 
Province Capita Level • Numbers 

(OOO's omitted) (OOO's omitted) PerCent 
(1) (2) (8) 

Latvia 1571 465 44.9 

Lithuania 1,0815 1572 84.15 

Poland 7,768 11,589 159.9 
Central 2,999 4,389 159.4 
East 2,022 2,839 153.6 
South 1,672 4,220 11.6 
Weat 1,0615 64-0 87.15 

Portugal 2,079 8715 29.6 
Roumanla 15,118 7,81l6 156.8 

Old Kingdom 2,776 8,587 156.4 
Bessarabla 1,233 1,238 150.0 
Bukovlna 142 453 76.1 
Transylvania 1,568 2,082 157.1 

Spain 12,165 -801 -2.15 
Galalco-Asturlca 1579 1,118 65.9 
Vaacongadao y Navarra 809 162 83.0 
Castilla Ia Vleja 866 -0 -U 
Ara~6n 868 -287 --49.8 
Cat ufla 967 -· -.0 
Valencia 
Murcia 

879 62 6.6 

Andalucla 
782 -285 --117.8 

Extremadura 
2,600 184 4.9 

Castilla Ia Nueva 
984 -266 -87.0 

Le6o 
2,018 -7815 -8.7 

Baleares 
1,088 -1315 -14.2 

Canarlu 
166 -8 --11.1 

Yugoslnla 
79 118 158.9 

Dravaka 8,697 6,932. 65.2 

Drlnska 218 470 88.15 

Dunavska 420 838 66.6 

Moravaka 909 870 48.9 

Prlmoraka 877 863 69.8 
SaYska 219 1528 70.7 
Vardaraka 411 1,615 79.'1' 
Vrbaaka 408 820 66.9 
Zetska 812 1598 66.7 
Beograd 210 1548 '1'2.2 

'I' 8 80.0 

1 The total agricultural 
production (aa§umlng the a;:~ arable-equiYalenta and the standard agrlcultnral 
text, and not rfpeated here. 0 pro uctivlty per hectare) are giYOn 1o Table 7, 

1 This column represento th at 
giY~o In Table 7 of the text) d~o~~-:: /,"d"" Yalue of agricultural production (as car ;•h,~da1 Yalue. See Apper;dlxv I Tably 7

1
6
8

.15, which represents the French per 
.. eo umn represeoto the • e • · 

~ column 1, Ia subtracted from ':'aloder after the "ataodard potl'ulatlon," aa giYen 
I Yeo In Table 8 of the text and T ebactule 

1 
al population dependent on agriculture, aa 

a of thla appendlz. 
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TABLE 4 

• Population Projections, Eastern and Southern Europe, 1940 to 
1970, Total Population and Ages 15-64' 

(Carried to 3 Significant Numbers anti OOO'a Omitted) 

Regions 1940 1945 1950 191111 1960 1965 

Eastern Enrope• 
• Total 118,000 120,000 123,000 127,000 130,000 131,000 

Ages 15-M 72,700 78,400 83,400 87,500 90,400 92,200 

Southern Europe• 
Total 77,500 80,100 82,800 84,100 85,500 86,800 
Ageslll-6' 49,800 52,600 56,800 118,100 59,800 60,800 

• Includes Albania, Bulgaria, Czechoslovakia, Estonia, Greece, Hungary, Labia, 
Lithuania, Poland, Roumanla, and Yugoslavia. 

•Includes Italy, Portugal, and Spain. 
l From Frank W. Notesteln and Others, TAo Fulur• Popvlalio,. of Europo atuJ 

lloo 8oNl Utoio" (League of Nations; Agents: Columbia Untvers1t7 Press, 1944), 
Appendix IV. 

1970 

182,000 
92,900 

86,ll00 
11,200 



APPENDIX III 
• 

SURVEY OF LAND TENURE AND AGRICULTURAL 
LABOR SYSTEMS IN EASTERN AND SOUTHERN 

' 
EUROPE 

THII Appendix is designed as a aupplement to the second section of Chap
ter III, where the property and labor aystems of Eastern and Southern 
Europe are discussed in general terms. Table 8 and Figures 17, 18, and 19 
in the text summarize some of the statistical material with respect to the 
distribution of agricultural holdings and the proportions of land holders 
and landleu workers. The present rather detailed survey is added in view 
of the great importance of land tenure and distribution for the economic 
and demographic characteristics of the agrarian regions. Tenure arrange
menta especially are relevant to such questions as the ease or difficulty of 
accumulating liquid capital, the economic well-being of the cultivator, the 
sensitivity of productive organization to changing market possibilities, and 
the economic opportunities for growing rural populations. The great vari
ation in land tenures within the regions here considered, and the scattered 
and unsystematic character of materials hitherto available, prompts a re
view with attention to differences within as well as between countries. 

A Clauificatory Scheme for 
Land Tenure• and Di'Oitiotl of Labor i11 Agriculture 

The distribution of rights in land is one of the most complex features of 
property institutions in human society. That this should be so is to be 
explained in terms of the universality of land as a source of economic 
wealth, and its consequent scarcity or differential value in view of the pre
vailing technology. Even in sparsely settled primitive areas, with com
munal internal distribution of rights, the group will be prepared to protect 
its area from outside encroachments. Whatever has economic value is also 
the object of rules defining the relative rights of potential claimants. The 
constancy of land as an economic good and the high variability of the 
groups that define the rules for its use combine to provide a seemingly 
infinite variety of modes of property and tenure. 

The modes of land tenure in Eastern and Southern Europe are suf
ficiently heterogeneous to warrant a general summary of types of property 
and labor systems, with particular reference to rights in land. For this 
purpo~e a polar case of completely "private" property with individual 
operallon may be used as a starting-point. In this polar case the cultivator 
of the land wo~d .hold all rights i~ the land: occupancy, use, appropriation 
of product, unhmtted power of alienation, possibly advantageous non-use 
and ao on. ~~e cultivation of the land would be carried on exclusively b; 
the owner, or at most by his immediate family. Existing modes of land 
tenure and the division of labor would thus represent major or minor 
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modifications of the polar case. The types and sources of those modifica
tions provide a convenient classificatory device for the g"reat variety of 
actual situations. Such a classification is presented in the following outline: 

Suurcu and Typu of Modification ia "Pureltl' Prit~ale Land 0'11!11er1laip1 

I. Legal Authority (omnipresent and only unimportant In Instances 
where legal authority and property holder are the same) 

II. Hierarchical Division of Rights 
A. Subinfeudation 

1. Types of tenures 
2. Types of aervitudes 

B. Tenancy . 
1. Share tenancies with varying degrees of capitalization and 

management by landlord, and varying degrees of security 
of tenure 

2. Fixed rentals in cash or kind, with varying degrees of 
security of tenure 

C. Employment 
1. Deputatists: payment in land use and kind, relative se

curity 
2. Annual or semi-permanent workers 
8. Temporary or seasonal workers 

III. Equalitarian Division of Rights 
A. Familial or Communal Rights 

1. Contemporaries 
a. Devices for determining membership and insuring con

tinuity 
b. Devices for apportioning capital and product 
c. Devices for centralized control 

2. Successive generations 
a. Inheritance provisions 

(1) Entailment 
(2) Division in kind 
ts) Undivided inheritance with cash settlement 
(4) Mortmain 

b. Other controls on alienation 
B. Debt Structure 
C. Incorporation 
D. Cooperation and Mutual Aid 

1 Certain features of the present classification are derived from the highly sug
gestive discussion by Carl Brinkmann, "Land Tenure: Introduction," Eacyclo
podio of tho Social 8cii11Col (New York: The Macmillan Co., 1931-193&, 15 Yola.), 
8:78-76. For a general discussion of the classes of agricultural laborers, aee Inter
national Labour Office, Tho Ropr,.llllotimt """ Org~>•uGtimt ot .4.gricollttoraJ 
Workor• Studies and Reports, Series K, No. 8 (Geneva: 1928); Adam Rose, 
"Agricultural Workers and the Agrarian Reform In Central Europe," J.to,._.. 
timtaJ LGbO<Jr RI'Dirll>, 18:807-838, September, 1938. 
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The first limitation, that of the righta retained by the legal authority, is 

Inherent in any property system. This means that the polar case is also an 
abstract case: no such completely private property does or could exist. 
The exiStence of righta presupposes potential challengers to those rights, 
and their protection by competent authority. Moreover, the rights of a 
aingle property holder must always be limited by the legal authority in 
view of the equally legitimate rights of others. Thus, a farmer may be 
prevented from damming up a stream for purposes of irrigating his land 
but at the expense of the water supply of his neighbor; he cannot be 
allowed to burn off the stubble in his fields if such action endangers the 
unharvested crops or the buildings of his neighbor. The limitations en
forced by legal authority extend beyond the protec'tion of other individual 
rights, however. The power of taxation, the right of eminent domain, and 
those rights associated with the police power of the state--narrowly or 
broadly conceived-comprise the minimum modifications imposed on indi· 
vidual property rights. Stated in .another way, there is always a minimum 
division of righta in land, that between the individual property holder and 
the legal authority. In the cases of further divisions of rights, the state 
always has the role of the more or less concealed "third party." As noted 
in the outline above,·the only case in which the relationship of the legal 
authority .to the property holder entails no limitations upon property 
righta Is the case of governmental ownership. Accordingly, in the sense of 
unlimited control of economic goods, governmental ownership is more 
"private" than individual ownership. 

The "hierarchical" division of rights is very common, in one form or 
another, in land tenure. Although any properly system implies a potential 
power relationship between the holder of rights and challengers to those 
righta, such a power relationship depends on the intervention of legal 
authority in behalf of the property holder. On the other hand, the control 
of capital means also the control of employment in its broadest sense. 
Where land is .the primary source of livelihood and virtually no monetary 
ayslem prevails, some form of communal or feudal tenure is likely to pre
vail. The latter is the more likely where land ia acarce and economic in
security common. Although in recent times the customary emphasis is liD 
the lack of freedom of the feudal tenant, actually the advantages and dis
advantages of .the relationship are highly variable for all parties con
cerned. An assured labor supply is of advantage to the landlord if other 
opportunities for labor are available to the tenant. On the other hand, an 
assured tenure of land is of advantage to the cultivator if other means of 
livelihood are not available and he is in a poor bargaining position for bis 
labor. 

Share tenancy, fixed rentals, or various types of direct employment by 
the landlord represent types of division of property rights more on the 
modern comlf,ercial pattern. Under a contractual system the authority of 
the landlord is both more and less extensive than under a feudal one. It ia 
more extensive in that it ia less limited by reciprocal duties to the tenant 
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or worker and by long-standing custom with respect to techniques and 
products. On the other hand, the tenant or worker retaiDI the nominal 
right to sever the relation and accept a more advantageous arrangement 
elsewhere, and he retains an official personal equality with the owner in 
contrast to the personal dependency of the feuddl. aerf. In fact, a con
tractual system allows greater variation in the relation of owners and 
cultiv~~rs, since the relation ia more sensitive to short-run changes In 
bargammg power. Even a contractual system allows some degree of divi
sion of rights in land. This is clearest in the cases of tenancy and the 
more permanent agricultural workers, and at a minimum In the case of 
temporary wage laborers whose rights in the land are only rights to a 
wage from the product of their labor. It follows, however, that any In
crease in security of employment-whether by governmental protection or 
by collective bargaining--correspondingly decreases the unlimited author
ity of the employer. 

A division of rights in land without appreciable direct authority of 
some holders of rights over othera may be called equalitarian. As indicated 
in the outline above, such a division of rights is common and takes many 
forms. The most widespread appearance of this general class of property 
arrangements is to be found in the relationship between kinship 1ystem1 
and control of means of production. Although unified operation of holdings 
will ordinarily require some device for centralized control, the control 11 
determined by considerations other than differential property rights. Even 
if the rights of the family are asserted only In the form of inheritance 
provisions and other restriction& on alienation, those provisions limit the 
power of the operator of any given generation, and essentially place him 
in the position of trustee. 

Other "horizontal" divisions of rights in land represent varioUI modi
fications of purely individual and private control and management. A debt 
structure, involving mortgages or some other claims against the land by 
the creditor, limits alienation except with the permission or under the fore
closure of the creditor, and engages part of the product for payment of 
principal and interest. Cooperation and mutual aid, although ordinarily 
involving a minimum of legal division of rights, have the effect of modify
ing a purely individualistic property arrangement. Incorporation, although 
rare as a form of land tenure, may provide a convenient form for large
scale private capitalization. The effect is a unification of control through 
the legal fiction of corporate personality, with a division of benefits very 
like that of an ordinary small-scale debt structure. 

It may be noted that all forms of division of rights in land tenure tend 
toward (a) spreading the benefits of land use beyond a lingle owner or 
his immediate family 1 (b) spreading some degree of control among those 
who have some recognizable rights, and thus (c) ordinarily •allowing the 
operation of land in larger effective units than would be possible In our 

polar case. 
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Land Holdingl and Labor in Eadem and Southern Europe 

In order to 'give some uniformity to a descriptive summary of agricul
tural property and labor systems by country, the following outline and 
•ymbols will be used: , · 

1. Tenure and Property System . 
2. Land Reforms: Character and General Extent 
s. Classes of Agricultural Workers and Nature of Labor 

Relations 
t. Social Legislation for Agricultural Workers, Unemploy-

ment, Wage Scales, and Kindred Problems 

The aystematic character of the survey is further enhanced by a~ ar
rangement of the materials under Topic 1 to follow the _general classifica
tion of property aystems given above. Obviously, the 1mportance of the 
other topics will vary from one country to another. 

It is to be particularly noted that the descriptions of tenure and labor 
arrangements, as well as the data on size and distribution of holdings, 
refer to the situation around 1988-1989 or earlier. Substantial political 
and economic changes have occurred in some of the areas here considered, 
but it is still impossible to record those changes accurately. 

ESTONIA 

1. The varieties of land ownership and tenure in Estonia have been 
greatly Influenced by the changes accompanying political freedom from 
the Russian Empire and economic freedom from the Baltic German land
lords. Medium-sized independent family holdings predominated.• Feudal 
tenurea were entirely abolished by the agrarian reforms, but several types 
of tenancy prevailed in the interwar period. Although short-term cash 
rentals were the most frequent of these, there were some hereditary leases 
from the state, and a few share tenants. In view of the predominance of 
family farms, the number of units large enough to require hired laborers 
was small. 

Communal ownership in pastures and woodlands prevailed. Communal 
ownership of all productive land occurred in a few instances, following 
the Russian rnir pattern. Undivided inheritance with cash payments to 
remaining heirs was practiced in the richer areas, but division in kind con
tinued in the eastern part of the country. The law forbade subdivision of 
holdings containing less than 8.8 hectares of arable land. Further limita
tions on alienability arose from mortgages, many of them representing 

• See Estonian Institute of Economic Research, "Analysing the Estonian Agrl
eultural Census, 1989: Farm Holdings In Estonia; Farm Tenure" Konjunkluur, 
64/66:108-189, AprU 80, 1940; (Estonian Minister of Agriculture): "The Agrarian 
Reform In Estonia from 1919 to 1930," lllt•rnational R•'Vi•w of .Agricultur•, 
28:119E-1815E, 16~E-168E, 2~9E-262E, May, June, and August, 1982; Albert Pul
lerib, ed~ E•toa~e~: Populatw .. , Cultural mlltJ Economio Lifo (Tallinn: 1987), pp. 
65-66. See also'lnternaltonal Institute of Agriculture, Tho Land T•nuro Byll•m• in 
E•ropo, League of Nations, European Conference on Rural Life, 1989, Publication 
No.6 (Genen: 1989), pp. 66-111. (Hereafter cited as ECRL No.6.) 
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long-term indebtedness to the state for Ianda distributed by the agrarian 
reform. • 

2. Before gaining independence in 1918, Estonia's economic life was 
largely dominated by the Baltic Germans. The German landlords and 
commercial enterprisers served the general political aims of the Russian 
Empire, in return for a relatively free band in the operation of their own 
feudal estates. Although the freeing of the serfs had occurred in 1860, and 
thereafter the official property relationship was one of tenancy, many 
elements of feudalism remained. The rents of tenants were customarily 
in goods and services, which were closely analogous to feudal servitudes. 
Peasants were allowed to buy land, if they could afford the high prices 
asked, but even in case of "sale" the landlord retained hunting, fishing, 
milling, and similar rights. Large properties predominated, with some 
independent peasant farms in the poorer areas. 

The agrarian reform following the auccessfnl revolt for independence 
in 1918 introduced radical changes in land distribution. Although large 
estates were nominally expropriated with compensation to the former land
lords, the exceptions-lands belonging to traitors, to the R ossian govern
ment, or left without ownera--were probably more numerous than those 
covered by the rnle. Of the estates held by the nobility, some were accord
ingly expropriated completely except for communal pastures and woodlots. 
Other landlords were allowed to keep a residual estate; in these cases 
livestock and equipment were not expropriated. Churches and other re
ligious organizations were allowed to keep only those Ianda used for 
definitely religious purposes.• 

In view of the nationalistic as well as economic motives prompting land 
reform, it is not surprising that first consideration in the distribution of 
expropriated lands was given to military "heroes" and disabled veterans. 
Of these favored persons, those who had been previously landless agri
cnltural tenants or workers were cared for first. Any remaining lands 
available for settlement were distributed to those who had formerly worked 
the land, or to increase the holdings of those with very small plots. 

Lands were distributed by the state in several ways: hereditary lease, 
temporary lease, an.d sale on a long-term mortgage. Loans with low interest 
rates were made for farm equipment and livestock. Newly settled Ianda 
were distributed aa consolidated, single-family farms. Where Ianda were 
simply added to existing holdings, the village pattern was retained. 

Although the Estonian land reform is usually classified as radical and 
precipitous, several features of the program offset any possible disad
vantages from such a fundamental change.• For the most part, the "divi-

• See especially Estonian Minister of Agriculture, lo<l. rit. 
• The radical character of the reforms, and the fact that they were undertaken 

Yery rapidly, han led some writers to the erroneoua eonclwlion that their etreeta 
upon agricultural production and eeonomle orfl'anlsatlon were Det:ell&rlly un
fnorahle. See, for example, Hans Jorgen-Seraphlm, "La produ<"fiou agrleole l 
I' est et au sud-t de l'Europe," B..,.. 4.,.,...,.,.iq,.. ilot,.,...timoal•, 26:~7-475, De
eember, 1934. For a much more aeeorate analysis of the releYant factors, - Karl 
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sion" of estates was a question of transfer of property rights, and not a 
queation of breaking up effective economic units. The previously developed 
tenancy system bad already established medium-sized holdings to a large 
extent. Moreover, the reform brought into more effective use areas of land 
previously held by the' Russian government or religious organizations and 
farmed extensively, if at all. The new properties established on these and 
similar lands were not minute plots, but substantial family farms averag
ing some 18 hectares in extent. 1 The whole tendency of the reforms 
favored medium-sized holdings with a minimum of tenancy and hired labor. 

S. Agrarian reform usually works to the temporary and possibly 
permanent diaadvantage of hired agricultural laborers. The hardship is 
occasioned by the breaking up of large estates, which naturally provide 
most of the employment, without a commensurate allocation of land to 
former employees.• Eatonian land reform provided no exception to this 
tendency. As a result of breaking up the bulk of the large estates, workers 
might (a) seek an independent holding, (b) attempt to secure employment 
on smaller farms, or (c) remain totally or partially unemployed until in
dustrial or other steady employment could be secured. Actually, former 
tenant• and owners of very small farms were favored in the land distribu
tion. Those with medium-sized holdings attempted to get along with aa 
little hired labor as possible. In any event, the change from employment 
on a large farm to that on a small farm is almost always a reduction in 
status and real income for the laborer. Moreover, in seeking employment 
in agriculture or industry the displaced laborer had to compete with small 
holders having insufficient land to support a family, as well as with mem
bers of artisan families seeking employment. However, the problem grad
ually became leas acute, with the achievement of economic stability and 
subsequent expansion of employment opportunities. 

Shepherds and other annual workers constituted a majority of hired 
laborers in Estonia, although a number of summer and 'casual workers 
were also hired. Wages might be paid partly in kind, so .that some of the 
more permanent workers approached the position of "deputatists." The 
number of workers of various classes is shown in Table 1. 

Some attempt was made in legislation to distinguisn "grades" of labor 
according to the physical demands of the work. Thus, children 12-16 years 
of age and persons over 60 were classified as workers of the third grade, 
and had to be given light work.' 

Ihrig, "Leo r6sultau. des reformes agralres d'apres-guerre," .Totwtl4l d• lo 1ocUU 
A-grollo d• •tatllhquo, 12:40~6, 1984. The economics of agrarian reform II 
discussed In Chapter IV. . 

1 Ihrig, loo. cit~ p. '17. See alao Intematlonal Labour Ofilce, "Statistics of Land 
Reform In 1!:•tonia," latort~atiow Labotor B..,..,.,, 12:676-684, November, 1925; 
M. ~artna, Social Aspecu of Land Reform In Esthonia," Int ........ tiow LabOtor 
Bo......,, 18:21-47, January, 1926. 

1 See Adam• Rose, "Agricultural Workers and the Agrarian Reform In Central 
Europe," InltMOGtional Labo..,. Bo,;,,.,, 18:807-838, September, 1988. 

'W. Ma~a, "The Position of Agricultural Labour In Esthonla," lnt•rnationol 
Labow B......,, 111781-788, Ma;r, 1922. 
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TABLE 1 

Number and Percentage Distribution of Farm Workers of Various 
Classes in Estonia, 19391 

• 
Cl&58ea of Workers Number Per Cent 

Membera of the Farmer'a FamDy ,f3t,611 81-1 
Permanent workera 842,059 89.1 
Temporary workers 90,~ 18.8 

Hired Laborer• 61,619 11.1 

Annual workers 21,488 •.a 
Summer workers 22,778 •. 6 
Monthly workera 1,528 0.8 
Shepherds 18,999 8.2 
Managing and technical atatr 833 u 

Total ,98,131 100.0 

1 Based upon data In Estonian Institute of Economic Research, "Analyalng the 
Estonian Agricultural CensUJ, 1989o The Farm Population." KOA}•akl"""• 114/68• 
200-226, April ao, 19.0. 

Although the Estonian constitution aecured both the right of association 
and the right to strike, the provisions of the Russian Penal Code were also 
adopted. Thus, the right to strike was limited in undertakings having 
"public utility," including agriculture. The effect of the rulings was to 
impose penalties for such offenses as incitement to strike, attendance at a 
meeting in support of a strike, and the like. Nevertheless, a small organ
ization of agricultural workers--the Association of the Rural Working 
Population-was formed on trade union lines. In addition, the newly 
established small holders formed an organization, which operated also as 
a political party .1 

4. The wages and hours legislation in Estonia was extended to agri
cultural workers, bdt admi~istration of the provisions ran into the usual 
difficulties. The eight-hour day had to be regarded as more of a theoretical 
average than as an actual maximum, in view of the seasonal necessity of 
long hours in agriculture. Similarly, wage provisions had to be interpreted 
in view of food, lodging, and payments in kind comprising part of the 
farm worker's income. Children under 1i were not aupposed to work (ex
cept, presumably, as unpaid family workers). 

Estonian agricultural workers were given special consideration in legis
lation attempting to improve their housing. Accident compensation was 
made on the same basis as that provided for industrial workers. On the 
other band, sickness and similar insurance provisions did ftot apply to 

I International Labour Office, TTt• R•fW"'""'"'""' .,.4 Org...Uatiotl of A gric•il
&twal Worker•, Studies 1111d Reports, Series K. No.8 (GeneYao 1928), pp. 118-111. 
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farm workers. Unemployment ceased to be a serious problem after the 
Initial readjustments forced by the agrarian refo.rm, altho~gh seasonal 
and other "hidden" types of unemployment pecuhar to agrtculture con
tinned throughout the ,!nterwar period. • 

LATVIA 

The property and labor systems of Latvia, like thos~ of ~s~onia, under
went major transformations as a result of the nabonabsttc movement 
culminating In Independence after the First World War. 

1. Feudal tenures were extensive until the time of the land reforms 
following Latvian independence. The reforms transformed the predom
Inant property system to one of independent ownership. Only 7.4 per cent 
of the total number of undertakings ( 12.0 per cent of the farm area) were 
farmed under cash rentals, and an additional 1.5 per cent of the holdings 
(2.6 per cent of the area) were held in share tenancy.'0 

Communal ownership still prevailed during the Interwar period In the 
East (Latgale province), but in other areas the older village structure had 
given way to dispersed family farms. Strip farming in Latgale was grad
ually replaced by communal cultivation In large consolidated areas. 

Although the ideal of the medium-sized holding was approximated In 
fact, there remained a substantial number of small holdings (some of them 
plots for part-time farming), and enough larger holdings to require hired 
labor In addition to the farmer's family. 

Division In kind was the rule of inheritance In all provinces except Lat
gale, but the postwar laws set a legal maximum of 50 hectares per farm 
and forbade subdivision under 10 hectares. It is not apparent from avail
able evidence whether the latter provision was carried out more completely 
than the former,11 but the trend away from "land hunger" toward a labor 
shortage no doubt gave support to undivided inheritance. Aside from 
limitations on Inheritance and maximum size, farms could be alienated 
and mortgaged. 

2. As In Estonia, the prevailing land tenure system in Latvia before 
the agrarian reform was a type of modified feudalism. With the exception 
of Latgale province, which closely followed Russian developments, the 
Latvian rural economy was dominated by German "nobles." The "freeing" 
of the peasants was gradual throughout the last century. For the most 
part, freedom meant only the relaxation of direct personal domination by 
the feudal lord, but not a complete independence of land tenure. Although 
In the latter part of the century cash rentals were introduced, and lands 

t W. Martna, loc. cit. 
••International Institute of Agriculture, Tho Fird World .&gricultural CofllfU 

(1930) (Romez 1939,6 vols.), Vol. III, p. 2"". (Hereafter cited as World ..4g.....,.l-
11WGI c ........ ) 

11 Although-the legal maximum was established In 1920, the census of 1936 shows 
1,071 undertakings exceeding 100 hectares. See League of Nations, European Con
ference on Rural Life, Latvia (In series, National Monographs drawn up hT 
Gonrnments), Publication No. 11 (Genevaz 1939), pp. H-20. 
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were made available for sale if the peasants could afl'ord to buy, the "free" 
peasants for the most part continued as tenants paying in lhbor and kind 
for use of the soil. Independent peasant properties did develop, but only 
by virtue of occasional cash purchases and not by virtue of land distributed 
to liberated serfs. 11 • 

Before the reforms, almost half ( 48.1 per cent) of the land area of Lat· 
via was held by members of the nobility, estimates of the average slae of 
these estates ranging from 1050 hectares to 2000 hectares. All private 
properties in excess of 100 hectares were expropriated, and frequently 
only the "irreducible" area of 50 hectares was left to the estate owners. 11 

The expropriated areas were added to state lands, lands taken over from 
public institutions run by the nobility, and church lands in excess of 50 
hectares, and made available for redistribution. Servitudes of variou1 
aorta were abolished both for the expropriated lands and for the areas 
retained by private holders and various institutions. 

The first concern of the Latvian reforms, unlike those in most other 
countries, was the allocation of land to governmental bodies and varioua 
public organizations, the enlargement of small holdings, and the regu· 
larization of boundaries. Holdings under 15 hectare• could be enlarged to 
the maximum of 80 hectares (22 hectares agricultural land) allowed to 
new holdings, either by direct addition of adjacent state lands or by 
assignment of holdings to the state in return for a new settlement. 

The remaining available lands were distributed to landless workers, 
with first preference to ex-servicemen in order of military merit, and 
second preference to those having the necessary agricultural equipment 
and capital. Lands granted by the reform required the payment of a mod· 
erate redemption price, which could be abated in the case of ex-service· 
men. Loans were granted for buildings and equipment, and timber from 
the state forests was made available at a reduced price. Except for the 
limitation on subdivision previously noted, tenure and alienability were 
not restricted. 

& in Estonia, the Latvian land reforms were "radical" from the point 
of view of areas afl'ected, the treatment of large properties, the number 
of new holdings, aad the number of new enterprises without capital. But 
likewise as in Estonia, the substantial areas granted and the policy with 
respect to capitalization eased the transition and contributed to a sub· 
stantial increase in agricultural production.•• 

8. The inevitably unfavorable efl'ects of agrarian reform on labor 

uSee European Conference on Rural Life, Lah>io, pp. 14-20; P. W. "· BUlow, 
"Social Aspects of Agrarian Reform In Latvia," latorwatimtal Labour R,Y,, 
20:35-66, July, 1929; (Latvian Ministry of Agriculture), "Agrarian Reform and 
the Recent Evolution of Latvian Agriculture," IatonNJtiotoal R..n.'lll of .4~ 
luro, 80 :22E-80E, January, 1989. 

11 See references cited In previous note and International Institute of Agricul
ture, .4grieultvrol Problom~ ioo T/a.W Intonoatiotoal .41fJ•et, ~mentation for 
League of Nations, International Economic Conference, Geneva, May, 192'7 
(Geneva: 1926), PP• 860-862. 

u See Ihrig, loc. cit. 



c 220 J 
demand through the breaking up of large e~ttates were not appreciably 
offset in Latvia by land distribution to landless workers, but were offset 
by the fairly aubstantial size of the post-reform holdings, by employment 
in gradually re-established industrial enterprises, some migration abroad, 
and subsequently by declining size of families. At least one source main
tain• that the demand for labor was actually greater after than before the 
reforma.11 In any event, It is certainly true that the demand relative to the 
1upply wa1 greater, since a shortage of agricultural laborers developed in 
the Interwar period. Despite efforts of the Latvian government to halt the 
"rural exodus," and to encourage students and others to work seasonally 
In agriculture, It became necessary to bring in Polish and Lithuanian 
workers during periods of peak demand." 

Only 16.S per cent of ·those occupied in agriculture in 1929 were hired 
laborers, and well over half of these laborers were in the two semi-per
manent categories of "annual labor" and stockmen. The number and per
centage of agricultural workers of various types are shown in Table 2. 

TABLE 2 

Number and Percentage Distribution of Farm Workers of Various 
Classes in Holdings of One Hectare and Over in Latvia, 19291 

Classes of Workers Number Per Cent 

.Members of Holder's Family 786,488 88.7 
Persons permanently occupied 749,816 79.8 
Persons temporarily occupied 86,167 8.9 

Wage Labor 168,030 16.3 
Managlnf. and technical stair 4,249 0.4 
Annual abor 48,191 4.7 
Seasonal labor 29,118 8.2 
Stockmen 41,189 u 
Montblbolabor 12,160 1.8 Da.y Ia r 21,917, 2.8 

Total 988,518 100.0 

A 1 Baaed upon data In International Institute of Agriculture, Th• Firlt World 
,ne.llural c,,.,,.. (1980) (Rome• 1939, I vola.), Vol. III, p. 211. 

~he annual laborers comprised both farm servants and "deputatists." 
As•de from the latter group, wages were paid mostly in cash and owing 
to the farm labor shortage the w 'd f ' · ages pal to arm workers occasiOnally 
exceeded in~ustrial wages. The high wages, in fact, were due more to labor 

11 European Conference on Rural Life, L .. erna, p 20 
-~~~·l:b Sta'B, ','The Shortage of Agricultural Z..:bour 1n Latvia," Inl•r

our '"'""'• 40•768-778, December, 1940. 
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shortage than to any effective unionism. Collective contracts, however, 
were common.1' • 

4. The Latvian farm workers were less protected by 1ociallegislation 
than were industrial workers--a circumstance usually prevailing in other 
countries. Seasonality of employment, long hours,' and poor housing were 
the other chief disadvantages felt by agricultural workers, but all of these 
conditions were changed somewhat in the competition for workers.u 

LITHUANIA 

Both in its history and in ita more recent economy, Lithuania is much 
more a part of ·the Eastern European development than are the two north
ern Baltic States. With the exception of Memel, an area over which ita 
sovereignty was limited throughout the interwar period, Lithuanian ter
ritory was largely by-passed by the Teutonic Knights and their Baltic 
German successors. Lacking Scandinavian and German influence, ita 
economic institutions are more nearly Slavic in origin and type. 

1. Feudal tenures were abolished in Lithuania by the agrarian reform• 
and the abolition of the large estates, most of which had been controlled by 
Germans (around the Memel area), Poles, and Russians. The transforma
tion of these estates into private holdings, and the breaking up of com
munal lands into consolidated holdings, produced a tenure system pre
dominantly characterized by peasant ownership of amall holdings. 

Only 7.8 per cent of the holdings over one hectare (9.2 per cent of the 
area) were farmed by ·tenants, and a small additional number and area by 
hired bailiffs and other agents. 11 Share tenancy was leaa common than cash 
rentals. 

As already noted, the village commune type of tenure, with allocation 
of atrips of arable land and joint use of forests and pastures, wa1 largely 
abolished in favor of isolated consolidated holdings. Even forest and 
pasture land was partly divided, but some was still controlled by village• 
or, in the case of forests, by the atate. 

Equal inheritance prevailed, but division in kind might be avoided by 
cash settlement& or even by joint control. Holdings were in general smaller 
than in Estonia and Latvia, with a aubstantial proportion of the total num
ber (18.6 per cent) of the holdings over one hectare falling onder five 
hectares of area." For the most part these did not represent plots for part
time farming, but were the aole means of livelihood of the cultivator&. 

2. Before the agrarian reforms some 40 per cent of the total area of 
Lithuania was held in large estates of over 100 hectarea, an additional 10 
per cent by the atate and clergy, and the remainder by peaaanta---either 

uSee F. w. v. BUlow, loe. eit.; lntematlonal Labour Office, Tu lhpr.,,.Caeio• 
aM <ffgn•ilatio• of .dgricvltvrai Workor1, pp. 175-176. ~ 

11 F. W. v. BUlow, loe. eie. 
11 World .dgricvltvrai C..,.,, VoL 111, pp. 1104-808. 
to Ibid• p. 110'-
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communally or lndividually.11 A large number of these were very small. 
Some 17 per r-ent of the rural population were landless. 

Communal lands were expropriated only for the sake of forming inde
pendent holdings by members of the villages. Th~ state expropriated areas 
of estates In excess o£ 150 hectares, and later m excess of 80 hectares, 
apparently without compensation. These lands, together with some areas 
already controlled by the state, were made available for distribution in 
small holdings. 

In allocating areas available for farms, landless persons were given 
preference over small holders. Among the former group, ex-servicemen 
who had fought for Lithuanian independence were first considered. Any 
additional lands available could be assigned to those having very small 
holdings. Tenure on lands affected by the reform was designed to be free
hold, although the state leased lands not yet assigned in the process of 
carrying through the redistribution. It was subsequently decided ( 1984) 
that those who had benefited from the land distribution should pay a pur
chase price to the state on a long-term basis. 

The great difficulty of the agrarian reform In Lithuania, as compared 
with Estonia and Latvia, was that in the former country the lands available 
for distribution were far short of the amount necessary to satisfy the 
legally allowable demand. Without extensive development of other means 
of livelihood, and with a rapidly growing rural population, it was im
pouible to avoid division of the agricultural land into fairly small hold-, 
ings, leaving landless workers with very little local demand for their labor. 

8 and 4. The agrarian reforms improved the position of part of the 
landless workers and small holders, but; even a more extensive "leveling" 
would scarcely have provided family holdings for all of those dependent 
on agriculture. Seasonal migration of landless workers to Latvia and Ger
many provided some additional employment. As shown by the accompany
Ing table (Table 8}, some 15 per cent of the population occupied in agri
culture were employed persons. 

TABLE 3 

Number and Percentage Distribution of Farm Workers of Vari
ous Classes in Holdings of One Hectare and Over in Lithuania, 

19301 ' 

Classes of Workers Number PerCent 

Members of Holder's Family 837,G19 84,1! 
Employed Persona 1G8,764 1G.I! 

Total 991,283 100.0 

1 ~ased upon data In International Institute of Agriculture, Tho Fird World 
.4g....,..lh&ral c,,...., (1930) (Rome: 1939, 5 vola.), Vol. III, p. 815. 

\ 

Pr
11 ECRf:. No •. '- pp. 46-5.1; International Institute of Agriculture, .4gricvlt•ral 
oblftnl"' Thew latoraahoaal Alpoct, p. 868. 
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Lithuanian agricultural workers, comprising the bulk of the wage

earning population, formed a small organization on trade-union lines, and 
admitted small holders who employed no outside labor. Its influence on 
working conditions and labor relations was apparently negligible.11 

• 

POLAND 

The property situation in Poland reflects the troubled political history 
of the area, and especially the different institutions of the neighboring 
powers that ruled the several sections of the country untU the First 
World War. 

1. Modified feudal tenures were still in existence In Poland after the 
First World War, and indeed various servitudes were only gradually abol
ished in the East as a result of the agrarian reforms. Tenancy was not 
widely developed, since large estates were generally farmed by various 
classes of hired laborers. In 1921 only 2.7 per eent of all holdings were 
farmed exclusively by tenants, although the percentage rose to 1 ~.8 per 
cent of those holdings over 100 hectares, and an additional 7 .ll per cent of 
the holdings were made up of partly owned, partly leased land!' Com
parable evidence of more recent date is not available, but since the agrarian 
reform was very little concerned with the transformation of tenancies Into 
freehold property, it is reasonable to assume that the importance of ten
ancy had neither increased nor diminished in marked degree by the end 
of the interwar period. 

The large estates, particularly in Western Poland, depended upon hired 
laborers, both temporary and permanent. As in East Prussia, the "depu
tat" system of agricultural employment was highly developed, 10 that 
substantial areas of farm land were actually farmed neither by owners 
nor by tenants, but by workers in lieu of wages. 

Communal ownership still prevailed in the formerly Russian areas of 
Poland, but the agrarian reforms attempted consolidation of the annually 
apportioned strips in this area, and the division of part of the forest and 
pasture areas. 

For the most pa,t, inheritance was undivided in the West, with cash 
settlements to other heirs. In the South, and to a lesser extent in the East, 
the already minute holdings were further subdivided among heirs. Owing 
both to this mode of inheritance and, particularly in the East, to com
munally controlled strip farming, Poland has provided one of the extreme 
cases in Europe of parcellation and dispersion of small plots. 

Lands acquired by virtue of the agrarian reform were inalienable, in
divisible, and not to be mortgaged untU long-time loans had been repaid. 

2. In sharp contrast to the agrarian reforms in the Baltic States, the 
initial and radical reforms proposed in Poland had no effect, and definite 

11 International Labour Office, Tlu Bopro .. atatima tJH Org,..ucioa of .4gri
""""""' Worbro, pp. 178-179. 

•• International Institute of Agrkulture, .4griewltvrtJI Probl..,.. ita Tloftr Iatw-
..,,ioatJI .4•pod, p. 870. 
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modification of land tenure only got under way alter 1925. The relorms 
then eatablishcd and thence£orth carried out contemplated a very long
range and semi-voluntary redistribution o£ land rights, to be accompanied 
by land reclamation, consolidation of holdings, and abolition o£ servitudes. 
The law established a 'maximum size o£ holdings by individuals and cor
porations ranging £rom 60 to 800 hectares. Areas in excess of that were to 
be translerred by private arrangement to landless persons, who conld 
borrow money for the purchase from the state or the State Agrarian Bank. 
Some 200,000 hectares per year were to be listed £or compulsory division, 
or voluntary division within a year. In practice, the areas so divided £ell 
considerably abort of 200,000 hectares in some years,"• but only rarely 
was resort had to expropriation. Compensation was paid to estate owners, 
partly in cash and partly in atate land bonds. 

Lands were to be distributed to landless workers and to holders of very 
amall plots. Smaller amounts were made available as building lots for 
workers and artisans. •• 

The agrarian re£orms in Poland did not abolish the large estate, nor 
solve the problem of extreme subdivision o£ ;holdings. On the other hand, 
the re!orms pushed both o£ these characteristics toward independent peas
ant proprietorships. Moreover, the proportion of the total agricultural 
land held in large unita was not ao large as the proportion o£ the total 
area, since forests comprised a large part o£ the area controlled by the 
big estates. 

8. Poland has been one o£ the outstanding examples in Eastern Europe 
of an agrarian economy unable to provide employment for many persons 
whose livelihood depends on agriculture. The parcellation of large estates 
among agricultural workers had no appreciable effect on the over-all 
character of employment opportunities. On the other hand, the problems 
of agricultural unemployment were not aggravated by a sudden abolition 
of the estates employing workers. 

The types of £arm labor, methods of payment, and considerations of 
labor relations and relative status all show remarkable heterogeneity in 
Poland. This is due not only to the divergent institutional developments in 
the several sections of the country as they were molded along German, 
Austrian, or Russian lines, but also to the unequal economic organization 
and opportunities for employment. Despite this diversity, one type of 
labor arrangement was surprisingly common: that of the deputat worker. 
In both the £ormerly Russian and the formerly German sections the large 
estates depended primarily upon ·these !airly permanent workers for the 
bulk of their year-round labor supply. They usually received a small cash 
wage, but the larger amount of their income was derived from the dwelling 
furnished by the employer, a plot o£ land (usually {or potatoes in the east), 
pasture for one or two cows, and allotment& of cereals or possibly other 

' 
•• See Poland, Chief Bureau of Statistics, Co....V• Btatidlcal Y oar-Boot of 

Polotod, 1988 (Waroaw1 1988)1 p. 611. 
•• ECRL, No. 6, pp. lUG. 
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foodstuffs. This general pattern was subject to many modifications, de
pending upon particular regions, size of estates, and so on: The situation 
in the former Russian areas bas been summarized as follows: 

On the small farms only unmarried workerll' are engaged, who are 
lodged and boarded by the farmer and who receive, in addition, some 
wages in kind. This group exists also on the large estates, but b not 
very important. ••• It is stated that this class is disappearing, because 
the employers prefer married workers who have their own household 
and who are mostly paid in kind. This class, the ''deputatists," form1 

. the most important group of agricultural workers. They receive, aa part 
of their wages in kind, a dwelling (sometimes in a block-building), a 
plot of land for potatoes, and the right of keeping one or two cowa. They 
are engaged per year. The members of their family [ oic] working on 
the estates are paid per day. 

Another group are the "kormorniks," who receive a dwelling, half &I 

much potato land, and half the amount of other wages In kind received 
by the "deputatists" ;'on the other hand, they receive a higher cash wage. 

The day-labourers proper, sometimes called "free workers," are 
mostly smallholders, whose families are not able to live from the produce 
of their holding. They are mostly employed in forestry work and for 
harvest work. Besides this type of cheap labor there is a group of aea
sonal workers engaged from April to October. These workers are lodged 
by the employer, often in block-buildings, but not boarded by him; they 
receive part of their wages in kind. They are mostly migratory workers, 
coming from the mountainous parts of the country. 

The wages and allowances of all groups are covered by collective 
agreements. •• 

Since the independent proprietors of very small holdings had to seek 
wage labor to supplement the income from their cultivation, their position 
was very close to that of the deputatists. This similarity waa especially 
marked when the small holders entered into contracts for annual employ
ment, less sufficient time for cultivation of their own plots. Their inde
pendence owing to properly rights in a small plot of ground was scarcely 
greater than that of the deputatist, and their security might be amaller. •• 

The following table, although inadequate in detail, indicates something 
of the number of workers who lived on the employers' farms and those 
who bad small holdings but worked for wages in addition. 

Although the source quoted above indicated that all farm labor In Poland 
was governed by collective agreements, this was only nominally true. 
These agreements applied most directly to employen and employees on 

•• International Labour Office, Tllo Ropr11nlatilno a!ld Orgaaualiofo of 4grlo
....Ztvml Worl:or•, pp. 189-190. 

11 See ibid., pp. 188-189; Z. Ludklewics, "Land Reform In Poland,• Tllo Bltmoaltt 
R..,;.,, 8:315-830, December, 1929; Waclaw Ponikowold. "Pollab Agrleultural 
Land Organlaatlon Since tbe World War," .Aaaall of Ill• 4•1rieaa .A....U.J of 
Politieal a!ld Social Bcilroc1, 160:288-293, July, 1930. 
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TABLE 4t 

Number and Percentage Distribution of Farm Workers of Various 
~lasses in Poland, 1931' 

Number 
Clasae1 of Worken (In thousands) Per Cent 

Ownen and Their Famllle1 1,900.8& 8U 

Wage and Salary Earnerab 1,$67.7 J4,8 

Craftsmen 20.11 0.2 
Laboren housed by employer 858.2 8.9 
Laboren housed with employer 882.1 u 
Laboren housed In own home 246.7 2.7 
Laboren, ty~e of work unknown 846.7 8.1 
Salaried wor era 14.11 0.2 

Total 9,268.5 100.0 

a This refresents 47.9 per cent of the total (active and passive) Independent 
agrlcultura population, given In the Y •ar-Book, p. 80. The ratio was established 
on the basis of ratios between active and total populations for agricultural em
ployee• (pp. 288 and 80, respectively). 

b lncludeo only those domiciled In rural areas. 
1 Based upon data In Poland, Chief Bureau of Statistics, Concil• Statiltical 

Y1ar-Book of Poland, 1988 (Warsaw• 1988), pp. 80 and 288. 

large estates; how extensively they were applied to other workers in the 
appropriate regions covered by the agreements depended partly on the 
effectiveness of organization among other workers. 21 

The policy of determining labor relations and conditions of employment 
by collective agreement dates almost from the time of Polish independence 
following the First World War. The initial agreements were fostered by 
government officials in view of extensive labor disputes, and subsequently 
were further generalized and supported hy legislation. •• 

t. Social insurance provisions for agricultural workers were com
pulsory only in the western provinces, for~erly under German rule. In 
those areas health and accident insurance, provisions for invalids, and old 
age pensions were in force.•• On the other hand, the collective agreements 
were In force in all areas of the country and thereby extended various 
security provisions into areas not affected by formal legislation. 

The Polish collective agreements were usually drawn up for various 
classes of workers separately. Casual workers were generally not covered. 
Hours of work were specified In great detail (although not generally en
forced in the same detail). The housing of deputat workers was also speci-

n See Intel national Labour Office, Coll•ctit>l .tl.gr.,moftts Ia .tl.grietd!vro, Studie1 
and ReporU, Series K, No. 11 (Geneva• 1988), pp. 61-M. 

10/bid. 
ao See Ponlkowskl, loo. riC. 
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fied, as were sickness and death benefits, accident compensation, and 
the like.11 

• 
. !he Pol~sh workers certainly had greater security and economic ata

blhty by VIrtue of the coilective agreements than they would have had 
without such protection. On the other hand, the position of the laborer& 
was under constant threat in view of the large number of landless workers 
and holders of minute plots seeking employment in agriculture. So long 
as considerable portions of their number remained unemployed the Polish 
farm workers had little hope of greatly improving their relativf; bargain
ing power in dealing with estate owners. 

CZECHOSLOVAKIA 

Like other succession states formerly divided between two or more rul
ing governments, Czechoslovakia exhibits divergent Institutional develop
ments in different regions. Although other internal distinctions are present, 
the two major divisions in Czechoslovakia are the Czech regions (Bo
hemia, Moravia, and Silesia) formerly onder Austrian rule, and the east
em provinces (Slovakia and Sub-Carpathian Russia) under Hungarian 
rule. Although the Austro-Hungarian dual monarchy formed a united 
state for some purposes, the internal institutional structures of Austria 
and Hungary differed considerably. 

I. The land tenure systems In the east and west of Czechoslovakia 
during the interwar period reflected not only the divergent legislative in
fluences of the Hungarian and Austrian governments, but also the unequal 
economic development of the several regions. Thus the eastern province• 
were largely unaffected by Western European Industrial and commercial 
developments, and represented a breakdown of feudalism along almo1t 
purely agrarian lines. Former serfs became for the most part share tenants 
or smaii holders. Indeed, the share tenants, particularly In Slovakia, were 
before Czechoslovak independence scarcely distinguishable from feudal 
serfs, except with regard to personal liberty. In the Czech region• the 
vestiges of feudalism took a somewhat different form: vast latifundias, 
entailed in hereditary usufruct (fideicomi•), with ultimate title theoreti
cally retained by tHe Hapsburg dynasty. The local management of these 
estates, however, was more capitalistic in type, with cash or other fixed 
rentals of part of the area, and farming with hired labor (including depu
tatists) for those portions of the estates not leased. 

Although the agrarian reforms following Czechoslovak independence 
reduced the number and extent of large estates, and established 1ome 
former tenants and laborers as independent ownera, some fairly large 
estates remained both in the Czech provinces and in Slovakia. More than 
90 per cent of the agricultural and forest area was owned by the holden, 
various types of tenancy accounting for most of the remainc¥r. (About 1 

11 lntematlonal Labour Office, Coluctiw .Agr•-• i1t .Agrictdt•ro, pp. 'IT-8'1', 
p<urim. 
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Cent of the area was held by deputatists, church officials with preben-

per )•• 
dary allotments, and under other modes of tenure.. • 

Communal lands, especially forests and pastures m the eastern regiOns, 
were not abolished by the agrarian reforms. On the contrary, some lands 
were given to commune& and to cooperative societies for joint cultivation." 

Although the entailment of the large estates in the Czech regions was 
abolished in 192~, the agrarian reforms set up a new category of "family 
properties" of from 6 to 15 hectares which were entailed and non-mort
gageable. None of the lands distributed as a result of the reforms could 
be divided or alienated without official approval. These provisions intro
duced very little novelty into the principles of succession in the Czech 
provinces, where undivided inheritance has prevailed (by law in Bohemia, 
and by custom in Silesia and most of Moravia). They were, however, in 
contrast to the normal division of property among heirs practiced in parts 
of Moravia, and in Slovakia and Sub-Carpathian Russia. Mortmain estates 
held by the church, especially in Slovakia, fell under the same provisions 
for maximum size as those applied to private domains. Some such estates 
of reduced size remained and were farmed for the benefit of clergymen or 
the support of the church. 

2. As already indicated, the property distribution in the regions that 
constituted the territory of Czechoslovakia in the interwar period was 
marked by estates of tremendous size and very small peasant holdings. In 
the Czech provinces 87 per cent of the area of rural landed property was 
held in estates exceeding 100 hectares (27.71 per cent of the total in 
domains exceeding 2,000 hectares). In Slovakia almost exactly half ( ~9.9 
per cent) of the farm area was held in units exceeding 200 arpents ( ap
proximately 116 hectares) and 86.2 per cent in units exceeding 1,000 
arpents (580 hectares). For Ruthenia the respective percentages were 
~1.6 and 88.1.1' It should be especially noted that the percentages given 
refer to actual holdings, regardless of ownership, in the formerly Hun
garian areas, whereas the percentages for Bohemia, Moravia, and Silesia 
refer to properties. In the latter case, many of the large estates actually 
were not farmed as such, but rather ·substantial portions were farmed 
under some form of tenancy. It should also he noted that the distribution 
of actual agricultural land was not so unequal as tte foregoing figures 

II World Agricultural c.,....,, Vol. II, p. 167. 
II For details concerning modes of property and tenure, especially as affected by 

the agrarian reforms, see H. Boker and F. W. von BUlow Th• .Rural Ezodtu ito 
Cuclaoaloookia, International Labour Office, Studies and R~ports, Series K, No. 13 
(Geneva: 1985), pp. 33-67; Vladislav BrdUk, "Les conditions de production, !'or
ganisation et leo resultats de l'entreprise agric:ole," In Vladislav Brdllk, ed., Agfi. 
nltvr•, Encyclopedie Tchec:oslovaque (Paris: l!:ditions Bossard; Prague: l!:ditions 
Orbls, 1928), pp. 1-91, especially pp. 17-21; Charles Vi!kovskf and Antoine Pavel, 
"La rc!forme fonciere," In ibid~ pp. 815-846; Antonio Pavel, "Public Guidance In 
Land Utilization In Czechoslovakia," ..fnnala of th• American Acad•my of Political 
""" Bocial Bcionc•, 150:262-272, July, 1930. See also ECRL, No ... pp. 52-M. 

1
' International Institute of Agriculture, Agricultural Problem• ito Tlaeir Inter

ll<ltional Aapect, pp. 335-887. 
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would seem to imply, since forest lands represented a sub\tantial propor
tion of the area of the largest estates. 

The agrarian reforms, initiated in 1919 and supplemented in the early 
1920's, aimed at the seizure of large estates and their redistribution to 
laborers, tenants, and small holders.11 Areas In excess of 150 hectares of 
agricultural land and a total area of 250 hectares were subject to sei.ure. 
In some cases the latter amount could be increased to 500 hectares. The 
"residual estates" were retained by their owners in most cases, although In 
some cases of large estates held as feudal grants from the Hapsburgs by 
foreigners, the residual estates were also made available to other indi
viduals, or for cooperative enterprises. Compensation was paid for all 
lands seized, according to prewar market prices in the case of estates over 
100 hectares, and according to the "cadastral yield" for smaller properties 
taken over for one reason or another. Although the compensation paid was 
likely less than the current values of the lands, it is claimed that an Imposi
tion of a land tax on formerly tax-free entailed estates would have caused 
even greater loss. •• 

Not all of the seized lands were redistributed, since much of the area 
comprised timber lands, part of which was retained by the state. Other 
lands were distributed for building lots, cooperative ventures, for com
munal use, and so on. Approximately half of the total lands distributed 
went to small holders-including former tenants, landleSI workers, and 
those with very small holdings. The land available for distribution being 
less than the claims, preference was given to veterans of the nrious Caech 
units fighting with the Allied armies. 

The Czechoslovak land reforms were radical neither in their treatment 
of large holdings nor in the rapidity with which they were carried out. On 
the other hand, they did succeed in placing the center of gravity In agri
cultural organization in the small and medium-sized holdings. 17 

The land reform legislation contemplated consolidation of holdings as 
part of the general program of rehabilitating the peasant farm, but this 
aspect of the program did not meet with marked success in view of the per
sistence in the eastern areas of inheritance by aubdivision and the lack of 
other employment tlpportunities for workers who might have been dis
placed by a more rational size and use of cultivated land. 

8. The Czechoslovak land reform was exceptional in its provision• for 
displaced employees upon the seizure or breaking up of estates. The law 
required the Land Office to provide for those employees who had worked 
on the estates for two years or more and who were Czech nationals 18 
years of age and over. The provision might be allocation of land, continued 

•• In addition to the references dted In note 83, aboYe, eee Lucy Elizabeth Tex
tor, Lottd R•form ito CuclwlloPGkiA (London: George Allen and Unwin, 1928). 

•• ECRL, No. '- p. 63. 
n In 1930, throughout the country, only 18.8 per cent of the strlctJF agricultural 

area was held In units exceeding 100 hectares In abe. (See World .Agrlc.ll..,.ol 
c...,..., Vol. II, p. 1611.) Although ~Ired nidence II not available, . it doea not 
appear that the proportion of the agrJc:ulturo.l area -d In large uruts would be 
much larger. 
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employment, retirement or disability pensions, or cash settlements. Since 
only 1lightly more than one-fourth of the eligible employees were given 
land allotments, and an additional one-fifth retained employment, pensions 
or cash settlements had. to be provided for the majority of the workers.•• 

In the industrialized sections of the west, where the largest latifundias 
also·were located, displaced agricultural workers could ordinarily find in
dustrial employment after a shorter or longer period of unemployment, In 
the eastern provinces the transition was somewhat more difficult, and ordi
narily required migration to the Czech provinces. Actually, there were 
opportunities in the Czech provinces for both industrial and agricultural 
employment, since the lower wage scales in agriculture coupled with leu 
comprehensive social protection and poorer living conditions contributed 
to a shortage of agricultural workers in the region. 10 

The agricultural labor force not only was composed of permanent land
less workers, but to a marked degree comprised small holders whose plots 
were too small to support a family. These small holders sought employ
ment not only on other farms but also as rural craftsmen and artisans.•• 
For the most part the workers employed on the smaller farms were farm 
aervants engaged by the year. The larger holders hired deputatists and day 
laborers as well as a technical staff. Table 5 indicates the percentage dis
tribution of various workers in agriculture. 

Labor relations in Czechoslovak agriculture were governed not only by 
local collective agreements, but more importantly by the "guiding prin
ciples" established by central federations and the public authorities. Agri
cultural workers as well as small holders and employers were highly 
organized in Czechoslovakia. The organizations were partly along trade 
union lines, and partly constituted politico-economic groups. Although 
there was no legal compulsion upon either employers or employees to ac
cept the guiding principles, their acceptance by regional federations 
assured fairly wide local application." 

t. The legislation governing the position and protection ·of agricul
tural labor in Czechoslovakia was a rather heterogeneous mixture of former 
Austrian and Hungarian legislation and modem Czechoslovak enactments. 
The legal eight-hour day applied to agriculture, with the necessary excep
tions for some types of seasonal work. Social insurance for agricultural 
workers bad less coverage in the Czech provinces than in Slovakia and 
Sub-Carpathian Russia. In the former provinces, for example, accident 
compensation applied only if the accidents occurred in the use of ma
chinery. Likewise sickness insurance was less extensive under Austrian 

•• B6ker and BUlow, op. eit~ p. 68; International Labour Office, "Social Aspects 
of Land Reform In Czechoslovakia," IRioMI<ItioMI L<JbOtJr Be,;,..,, 12:4.6-64, 226-
2~ J ulr and August, 1925. 

11 See International Labour Office, "An Enquirr into Conditions of Work and 
Wa~tea of A(!"icultural Workera In Caechoslovakia," I"t""'atioMI Labovr B.,....,, 
21 :86~67, June, 1930. 

•• See International Labour Office, T1&1 Bopro,.Riatiota and Orgatauatiota of .J.gri
Otl!horal W Ot'kor1, p. 108. 

" International Labour Office, Collocti111 .J.gr.,metatl ita .J.g[kultvro, pp. 29-81. 
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TABLE 5 

• 
Number and Percentage Distribution of Farm Workers of Various 

Classes in Czechoslovakia, 19301 

• 
Classes of W orkera Number PerCent 

Owners, etc. 8,330,768 86.4 
Owners, eo-proprietors and tenants 1,305,6R3 88.8 
Members of holders' families 1,825,088 ~.8 

Wage Labor 566,7R9 14.11 
Having agricultural instruction 8,330 0.2 
Overseers, stewards, ete. 25,663 0.1 
Farm servants boarded 229,597 u 
Deputat laborers 67,412 u 
Other contractual labor 86,521 2.3 
Craftsmen 8,RS8 0.1 
Permanent day laborers 67,847 u 
Seasonal laborers 88,032 2.8 

Total 8,897,1167 100.0 

1 Based upon data from International Institute of Agriculture, TAo Fird World 
4.gricultural c.,..,.. (1930) (Rome: 1989, ll 'l'ois.), Vol. II, p. 179. 

legislation than under Hungarian.•• However, certain classes of agricul
tural workers were given more extensive insurance coverage, either of an 
obligatory sort in conformity with special legislation or through member
ship in various associations. These insurance provisions included pensions 
and unemployment insurance. Moreover, a fiuid labor market was facili
tated by provincial employment bureaus. 

The housing for deputat workers was governed by the "guiding prin
ciples" in Czechoslovakia. In general, the housing conditions on small 
farms were considerably less satisfactory than on the larger estates. 

The problem of employment for landless workers was considerably 
more acute in the eastern provinces than in the western, and was partially 
offset by the possibility of internal migration from the agricultural to the 
industrial regions. • 

HUNGARY 

Of the larger Eastern European states, only Hungary remained rela
tively unaffected by agrarian reforms in the interwar period. The traces 
of feudalism remained quite apparent, and the economic and political 
dominance of the agrarian landlord was scarcely challenged after the few 
years of instability following the First World War. The lou of e:rtended 
territories formerly ruled by the Hungarian half of the Auatro-Hungarian 
dual monarchy tended to accentuate the concentration of land in large 

•• The situation with respect to legislation and labor condition• In €ze.:boslo'1'&kla 
Is summarised in International Labour Office, Colloctivo 4.gro-nu Its .Agriculturo, 
pp. 64-103; Boker and Billow, op. cit~ pp. 120-141; Fran~ols Kubee, "L'agrlcuiture 
et lea pouvoira publica," in Brdlik, op. cit~ pp. 707-725. 
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tate• since many of the areas incorporated into the succession states 

ea ' · t · t h" ere already cnaracterized by fairly extens1ve peasan propr1e ors 1p. 
" 1. Land distribution in Hungary was characterized by a relatively 
amall number of very large estates and a large number of extremely small 
plots. The independent' owner of a family-size fa~~ or the holder of a 
medium-size area requiring perhaps one or two add1bonal workers was a 
rarity in Hungarian agricultural organization. It was in the exploitation 
of the very large concentrations of landholdings that the Hungarian pat
tern of post-feudal developments was most marked. 

Somewhat less than four-tenths of one per cent (.004} of the total 
number of land owners in Hungary owned 48 per cent of the total land 
area." These were the owners of estates ranging in size from 200 arpents 
(approximately 115 hectares) to over 100,000 arpents (over 57,500 hec
tares). Part of these estates were held by corporations, communes, and 
churches. A considerable part of the area, whether "privately" or "pub
licly" owned, was farmed by tenants of one type or another. 

Part of the area of one of the larger property holdings was usually 
managed by the owner, mainly through hired labor (including deputatists). 
Other properties might be leased entire as a large holding, and managed 
by the lessee in much the same way as the owner managed the estate upon 
which he lived. Thus, cash rentals were chiefty confined to large-scale 
tenants of high economic position, and the much less important share 
tenancies provided part of the labor necessary for farming large holdings. 
Only 8.9 per cent of the total number of farm properties were leased 
wholly or in part, but this figure rises to 52.2 per cent in the case of 
"large" properties over 1,000 arpents. Of the total farm area, 17 .4o per 
cent was leased ( 24.5 per cent of the large properties). A larger propor
tion of the total arable area {22.2 per cent) was under tenancy, and in 
the case of large estates the proportion was 44.7 per cent.•• 

Personal dependency relations accentuated the marked hiatus in status 
between agricultural workers (domestic servants, deputatists, annual em
ployees, seasonal employees) and share tenants on the one hand and land
owners or entrepreneurial renters on the other. 

Communal ownership of village pasture and woodJands, and even of 
crop land, prevailed to some extent, especially in the north. Small prop
erties were generally alienable and divided in kind among heirs. Many of 
the larger estates were entailed, held in mortmain as church lands, or by 
corporations. Although only slightly more than one per cent ( 1.19) of all 
properties were under entail or similar restrictions on alienability {27.1 
per cent of the total area), 84.1 per cent of the number and 59.8 per cent 
of the area of the large estates were so restricted!• 

01 Michael Ker<!k, "Agricultural Land Reform In Hungary," Hungarian Qtl<lr
Corly, 8:4.71-480, Autumn, 1940, p. 4.72 •. 

•• Jules de ~onkoly Thege, "L'extenslon et !'Importance des baux ruraux dana Ia 
Hongrle de Trianon," Journal .U Ia 1ocUU hongrove de ltatvtinu• 18:149-164, 1940. ., • 

•• Computed from data In U>id. 
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The division of holdings not under entail accordingly most aeriously 

affected those propertiea which were already amall. In some areu, particu
larly in the north, the aubdiviaion of property, added to the traditional 
village structure with surrounding "checker-board"' plots, resulted In ex
tensive parcellation and dispersion of small holdings. In other regiona, 
particularly on the Great Plain, the separate family farm or estate wu 
more common, although even here the development of the extensive "agri
cultural cities" in which property owners lived for part of the year 
modified the pattern somewhat. 

2. Agrarian reforms of an extensive character were contemplated by 
the first postwar government of Hungary, but the counter-revolution auc
cessfully maintained the dominance of the land-owning nobility. In re
sponse to the continued clamor for land on the part of large numbera 
of landless (and frequently unemployed) farm laborers, however, a re
distribution of land of very minor proportions wu undertaken. The reform 
legislation envisaged purchases of land by the state and re-sale to those 
deserving land. In some cases expropriation was provided for. In practice 
very little land was directly expropriated, and that chiefly estates owned 
by foreigners living abroad. Land taxes contributed to the parcellation of 
some estates, although it should be noted that this had little effect on the 
largest estates, which for the most part are under entail and relatively 
tax-free.•• 

The land affected by the reform was to be distributed to disabled war 
veterans, widows of veterans, and farm workers. Additional lands could 
be granted to increase the siae of small holdings, to provide building and 
garden plots for landless artisans, to public officials, to communes and 
farming societies, and to institutions. Actually, the lands distributed were 
almost exclusively small building plots, and small agricultural plots for 
landless agricultural workers. The total area of land 10 distributed waa 
very small. Only about 604,000 hectares of land were given to aome 
686,000 new proprietors;" the area amounted to about 6.5 per cent of the 
total area of the country. When it is recalled that a substantial part of this 

•• For details con~ruing the reform leJ~~lalation and its efl'eeto, see M. A mold 
Daniel, "Land Reform In Hungary," Tl&• Ad..,....,.,..,., of Bt:NttC•, 8:148-160, 
July, 1942; Karl Ihrig, "Agrarian Reform In Hungary," l•t•,....timtol 11""'- of 
Agricullvro, 22:841E-864E, 869E-882E, November and .Cen!mber, 1981; lntem .. 
tiona) Institute of Agriculture, dgricullt•rtJI Problem~ "- Tl&rir l•l.,....limtol dl
pocl, pp. SIS~-868; Ker<\k, loe. cit.; A. Kormendy-~keo, "Bilf Estates in Hungary: 
H•agarl4• Quarterly, 8:43-48, Spring, 1987; League of Nationa, European Con
ference on Rural Life, H•a~ary (in seriea, National Monographa drawn up by 
Governments), Publication No. 2'7 (Geneva: 1939), pp. 111-M. Tbe interpretatlorul 
of the effects of the agrarian reforms In tbe last of the foregoing referen""a moot 
be viewed with considerable reservation. An even more queotionable dlseussion t. 
that of Ivan Edgar Nagy, "Agrieulture and tbe Agrleultural _Eeonomte Polley of 
Hungary," in 0. S. Morgan, ed., AgricultvtJI By11.,.. of JliddU Bwop• (New 
York: Tbe Macmillan Co., 1988), Cbap. V. 

" An additional 90,000 hectareo were distributed as smaJI tenane!ea, presumably 
to agrieultural laborers. Computed from data In Hunrary, Office Central Royal 
Hongrois de Statistique, d --""• Bt<JiiltiqtH H -;r-, 1931 ( Budapest• 1988), 
pp. a-75. 
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dirisioa did oot alrecl agriculturallud at all, the minor character of the 
reform~ eTideDt. 

s. HDDguiu agric:ultural orguisatioo departl 1harply from the 
Eastem Europeu pattern ~mmoo io the iotenrar period of amall peasant 
proprietorship. The HegariaD lud wu worked for the moat part by 
laDdleu workers ud by small holden who had plota too small to support 
a family, ud who therefore had to seek employmeDt oo the large estatea. 
This patterD was oot appreciably altered by the agrarian reforma. 

The denlopmeot of agriculture io the direction of large-awe enter
prisea naturally resulted io a greater division of labor in Hongary than 
was c:<JIDIIIOD io Eastern Europe. Estatea normally employed technically 
trained muagen, field 1upervison, personal ae"antl, farm ae"aou, 
harYeSting gugs onder collective agreement, ud nriou1 typea of day 
laboren. The latter two groupa might be maioly ~mposed of holden of 
miLute plotl of laDd, although laodlea migratory workers were also lo· 
eluded. As ahowo io Table 6, almost fO per c:ent of those actively en-

TABLE 6 

Number and Percentage Distribution of Farm Workers of Vari
ous Classes in Hungary, 19301 

ClaueaofWorken Number PerCent 

Holden &DCI Tbdr F....W.. l,u7,16# 10~1 

ID~tl 700,.Me 8U8 
)I of the famiiJ' 113d,M8 2U8 

Employca &DCI Aaxlliarlea 713,/W1 191Jf 
PlllldioDarie8 uul emploTca 1,811 0.28 
Saprnilon 868 0.06 
am.., worken, day laborers Mll,11114 27.82 
Apprm~ . 857 0.02 
Other auiliary penous 222,lot 10JI8 

Total 2,081-'41 100.00 
• 

I Bual11p011 dab fi"OIIl Hanpry, omee Central Royal Hoopla cle Statlatlque, 
... _... B"""liqu B_,...;.. 1838 (Badapeato 1HO), p. 17. 

pged lo agriculture were neither property holden oor memben of their 
femjlies.M 

Labor relatioUI, and the coodition~ of labor over which dlsputea might 

.. Tbe .tatiotiQ anfortuaately do uot Indicate bow many of the agricultural 
llllployca _,. bold llllaiJ piaU of JaneL Jo any ..-ent. the eamomle and ooelal 
positloa of lAid! empJor- would uot dllrer rreaUr (aerpt poulblr In the dlrectloo 
of leM oeearit'f) fi"OIIl that of tbe cleputat workrra wbo are (IYen 1maU plotl of Janel 
• part of tbdr rauaneratloa. For aomewbat comparable 1tatlatlca for 1810 and 
lt20,- Loaia G. Michael, ..f~ttwtJI 11-1 of B•ropo: H.,.fla•J• United Statu 
Departmaat of Apicalturc, 'f,..hglc•l BallctlA No. 180 (WMhlqtDDI 1880), P• 11. 
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arise, were regulated in detail by legislation. The Hungarian state did not 
look with favor upon independent organization for collective action, ex
cept .within the rather rigid framework prescribed by 1.:w. Yet the de
pendence of estate owners on agricultural laborers was so great, and so 
crucial at the time of the grain barv~sts, that "considerable bargaining 
power remained with the farm workers. This bargaining was naturally en
hanced during periods of industrial expansion when alternative oppor
tunitiea for employment were present, and conversely diminished when op
portunities for industrial and/ or agricultural employment were falling off. 

Deputat workers, in Hungary as elsewhere, were paid mainly in kind, 
including food, shelter, fodder for livestock, and an allotment of ground. 
The law required that the employer allot land of quality comparable to 
the average of the employer's land for the same crop. The employer 
furnished the work of horses sufficient to cultivate the land, tools, and 
cartage to the nearest mill for that part of the wage paid in grain. The 
grain paid aa wagea bad to be of the same quality as the first-class crop 
intended for sale. Producta that formed part of the payment in kind and 
that should by their nature be delivered daily, such as milk and fodder, 
bad to be so delivered. Other payments, including any cash payments, 
were to be made promptly. For his part, the deputatist was required to 
cultivate his land satisfactorily, as well as perform other duties as 
required.•• 

Farm servants, including deputatists, might in emergencies be required 
to do any type of work, but in ordinary circumstances only that work for 
which they were engaged. Servants were ordinarily under annual contract, 
although they might be engaged for as short a time as one month. The law 
specified in detail tbe circumstances under which either the employer or 
employee could terminate the contract, and the notice required under 
varioua circumstances. Farm servants bad a service book, in which the 
employer was to enter the servant's employment record, without comment 
on qualifications, at the expiration of a contract. 

Other laborers, including more or less permanent estate employees, 
could be paid mainly or entirely in kind. This even applied to harvest 
workers under collective contract (part of the terms of which were not 
subject to bargai~ing, but were specified by law). In periods of rising 
pricea, the employer might prefer to pay his workers in cash; in periods 
of falling prices, payments in kind might constitute the total payment, the 
workers thereby constituting part of the consumers.•• 

j, The legislation regulating the conditions of farm labor mainly 

•• Thla aummary Ia chiefly based on Intematlonal.Labour ~ce, Tlto L<rtll o• llo 
CoAtract of EmploymoAI of ..4gricultural Work1r1 ,,. ..4wtna, G1rmony and If•,._ 
gary, Studlea and Reports, Series K, No. 10 (Geneva: 1930). See als.!' Intemat~onal 
Labour Office, "The Ap:rlcultural Labour Situation In Hunp:ary, lnt•raatwnal 
Labovr Rovi••• 23:678-678, May, 1932; International Labour Office, TA• R•proiiA
tatloA aftd OrgonilotioA of Agricultural Work:••• PP· l~l-137; Mikl6s M6~1cs, 
"Landleoa Ap:rlcultural Worker• In Hungary, IntorAGhoA<Jl .aabovr R,,..,.,, 
28:318-380, October, 1938. 

•• M6rlcs, loo. oit., p. 321. 
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originatrd from period. before the First World War, some of the provisions 
dating from the nineteenth eentury. On the one hand, their eiiect~d 
iDdeed their intent-was to ensure a relatively permanent and tractable 
labor supply, with little opportunity for the workers materially to Improve 
their economic or socia,l position. On the other hand, the prevention of 
independent action upon the part of landless workers and amall holders 
necessitatrd a modicum of protection and regulation of working conditions. 
E't'ell this protection, however, emphasised personal dependency relations. 
Thus, sickness insurance was not provided by the state, but rather the em
ployer of a farm servant was required to provide medical care and hospital
isation. Other employees had to be given temporary medical treatment If 
their normal residence was in another commune.11 Agricultural workers 
asing machinery were provided with accident insurance, the coat of which 
was paid by the employer. More reeently, disability and old-age pensiona 
were established for male workers on a state-wide compulsory basis. These 
were the first major inroads upon the principle of personal responsibility 
of employen. These provisiona did not apply to women, who were like
wise unprotected by other special legislation with respect to labor con
ditions. .. 

The number of workers and amall holders who had to depend upon em
ployment in agriculture ensured aeasoaal unemployment of substantial 
proportions. The number of days of employment during the year might 
nryfrom 80 to 220, depending on the year and the area. When industrial 
eartailment coincided with a poor agricultural market (as it normally did), 

, the nub of unemployed farm workers were swelled by industrial em
ployees returning to their native villages in search of employment or 
npport.u 

ROUMANIA 

Perhaps more than any other of the Eastern European succession states, 
or eoantries experiencing major territorial changes as a result of the First 
World War, Roam•nia daring the interwar period nhibited a diversity 
of propert)> and tenure aystema in ita aeveral regiona. Certainly the di
versity was greater than that prenlling in Poland and Czechoslovakia, 
which also ineorporated territoriea preYioualy ruled by different govern
menta and inlluenced by dinrgeut lnztitutioaal systema. Perhaps the 
eloaest approximation to the diversity ol Roumanian economic lnstitationa 
wu to be found in Yugoslavia. 

It may be uaeful to recall that to the Old Kingdom of Roumania (Mol
dam and Walachia or liuntenia) the peace aettlementa added Be11arabia 
from Ruaoia, Bokovina from Auatria, Transylnnia (including Criaana, 

11 See TU IA..,. 1114 CtnJtraet of Bmplorm••t of .l,nc./l..,.al WMl<lrt ••• , 
pp.81~. 

"See ED"'J"'&D Conferen<!e on Rural Life, H .. gory, pp. 72-74. 
IIJntematioDal Labour 01lice, "The Agrlnaltural Labour Situation In Hungary,• 

IH. eU.; .Ja..O. Sulbert, uLe chbmage agrlcolc en Hongric,• Jlo,tW BtotintUuH 
11-u, 11 :866-8111, A prll, 11139. 



c 237 J 
Maramures! and the Banat) from Hungary. Moreover, the southern part 
of DobrudJa had been acquired from Bulgaria on the e\'e of the First 
World War, and was not fully integrated into the national structure until 
after the war: These areas not only had varied institutional arrangement& 
before becommg a part of Roumania, but that variation was regarded as ao 
great as to prevent uniform land reform legislation after the war. Thus 
it is impossible to outline a property and tenure system that would b~ 
uniformly accurate for all sections of the country. Indeed, even the differ
ence& in area measures were perforce preserved in the distribution of land . ' the former Hungartan areas using arpenta (that is, cadastral jochs) rather 
than hectares. The review of property, tenure, and labor systems must 
accordingly proceed by regions. 

I. Throughout Roumania the typical mode of land tenure was the 
private cultivation of small holdings. Large estates were few in number, 
and of small consequence with reference to the total cultivable land. Within 
this common pattern, however, the detailed regulation of size, alienability, 
succession, and the like varied greatly by region. 

The land reforms effectively abolished feudal tenures, which bad per
sisted in various modified forms until the First World War, but did not 
abolish tenancy. In some cases a nominally cash rental actually paid by 
annual labor contract& continued to be the practice. Although exact data 
on forms of tenancy and classes of tenanta are not available, it is claimed 
that the bulk of the tenant farming on the large estates was contributed by 

· peasant share cultivators, and not, as before the reform, by entrepreneurs 
renting whole estates and operating them through sub-tenanta or hired 
workers. Statistic• for I927 indicate the following pereentages of the 
arable land held in tenancy in the several regions: Old Kingdom, 8.t per 
eent; Transylvania, S.I per eent; Bessarabia, S.t per cent; Bukovina, 7.8 
per cent. •• Since tenancy chiefly affected the cultivation of larger holdings 
in Roumania, it is understandable that the foregoing pereentagea of the 
arable area so held are in every case higher than the corresponding figures 
for the proportion of owners who let out land."" 

Share tenancy ( metayage) was more common in the days immediately 
following the ref~ms, since many peasant• subsequently granted title to 
lands were in the position of share tenanta during the time of expropria
tion and resettlement. The expropriation of large areaa of large estates, 
and the entire area of those estates held by foundations, corporations, 
foreigners, and those living outaide the country-ll served to reduee 
materially the tenant farming of large estates and increase the number of 
farms large and small, cultivated by their owners. 
Th~ reduction In the number and extent of large estates in all regiona 

similarly diminished the importance of hired agricultural labor. 
Since the agrarian reforms primarily affected arable lands, communal 

u David Mltrany, Tho La11tl all<l tho P•a~alll ia Ruma11ia, PuMlcatlons of the 
Camegle Endowment for International Peace (London: Humphrey Milford, Ox
ford University Press, 1930), pp. 246-241. 

Ill bid. 
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ownership of pastures, as well as large private holdings of forests and 
pastures, was l;ttle afFected. However, some limitations were placed on 
the extensity of such areas under whatever ownership. These limitations 
were applied most stringently in Transylvania. 

The agrarian reform laws for all regions of Greater Roumania were 
intended to establish and maintain pealllnt proprietorship. Thus, previous 
rules of the civil law were modified with respect to both alienability and 
1uccession. Since division in kind had been formerly practiced in nearly 
all regions (it was less extensive in Bessarabia), the new agrarian law• 
attempted to prevent C!'ntinued subdivision. In the Old Kingdom and 
Bultovina, a non-divisible minimum of 2 hectares was established (thi1 
applied only to crop lands and not to kitchen gardens, vineyards, and the 
like). The new law allowed inheritance ondivided in kind, bnt with money 
payments for other heirs or a single ondivided inheritance up to 50 hec
tares. Similar laws were applied in Transylvania, but the areas afFected 
were arpents rather than hectares." This amounted to placing a minimum 
area of 2 hectares (or 2 arpents in Transylvania) under entail, but with 
an allowable entailed holding up to 50 hectares or arpents. While entailed 
lands were established for small holdings, the mortmain lands of the 
churches and various foondations were ezpropriatcd. In principle, the ex
propriation of arable lands onder mortmain was complete, but some ex
ceptions were made for allotments to the clergy and for similar uses. 
Mortmain estates had been particularly extensive in Hungary, where 
nriona churches and educational institutions had been mainly aupported 
by rents. 

Before the agrarian reforms peasant lands in most of the regions had 
not been protected against 1ubdivision, but had been inalienable. The in
evitable resnlt was 1ucceasive parcellation. The new Ia wa reversed the 
restrictions, providing for an indivisible minimum but abo for alienabil
ity onder certain restrictions. Thn~, lots coold be aold only to Roumanian 
citisena who were already cultivator• or who held agricnltural degrees, In 
either cue the prospective purchaser becoming the direct coltivator. The 
lands distributed under the reform were inalienable during the payment 
of the resettlement price and for five year1 after the title deed had been 
1ec11red. The land could not be 1old to anyone who would thereby own 
more than 25 hectares of arable land. In Beuarabia thia maximum waa 
reduced to 20 hectares. The •tate reserved the right of pre-emption In all 

NJI>id. pp. 161-162. Mitrany'1 work eonstitute1 the principal aource from which 
are drawa materials on tenure syateiDI and the agrarian reforms In the seYeral 
rep.... of B.oamania. Considerably le~s detailed summaries are given by V alerlu 
Bercara, lA rlf<>NM agrairo .. Rovma•~ (Parlar Llbrairle Unlveraltslre J. 
Gamber, 1928); Ollndo Goml, "Land Reform In Rumania," ltol•..alloiiGJ Labowr 
BnM., 22:~ October, 1940; Louis G. Michael, .Agrlnlltwral Surr>IJ of E• 
rOJH: Tlu D....b1 Bariro; Parl I, Rw..._w., B•lgarla, a•d Ywgo•141>1a, United 
Stata Deparllr.ent of Agrlnlture, T«hnlcal Bulletin No. 126 (Waahlngtonr 1929) 1 
~mile Petrini, "Land Reform In Rumania,~ l•l•..allofldl R•,_ of .Agrlcvllt"l 
22:jj7E-101E, Marrh, ur.n. See alao ECRL No. 4, pp. 62-6.1 C. Enlpldl, L,. 4tat: 
kl.ta.iqw1 (Parlar Llbralrle Arthur RoUHeaa, lU30), pp. 88-111. 
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aales of resettlement lands, and in all sales involving areas of 50 hectares 
or more. Mortgageability was sharply limited on lands under 25 hectares 
in extent, but legislation in 1987 relaxed the restrictions• on alienability 
and indebtedness. 

It appears that for the most part the agrarian reforms did not establish 
absolutely uniform tenure principles even within 'each region, as the new 
ru~es primarily affected those areas redistributed from state and expro
priated lands. Thus, small holdings held privately before the reforms and 
the residual areas of large estates were apparently little affected by the 
new legislation. The requirement in Transylvania that land not expro
priated could not be leased for less than seven years, and with equal 
preference to cultivators and cooperative societies, provides a notable ex
ception to the general tendency. On the other hand, the agrarian reforms 
affected a substantial proportion of the farm area and may be assumed to 
have established a general pattern in tenure principles. 

2. The close geographical proximity of the revolutionary movement in 
Russia, a proximity fostered by the close contact between Roumanian and 
Russian troope on the Eastern Front during the war, made agrarian re
forms in Roumania a virtual necessity to ensure social stability. It is, of 
course, extremely doubtful that any of the Eastern European agrarian 
reforms were undertaken on the "purely economic" grounds somdimes 
claimed for them. Yet it seems safe to say that political and nationalistic 
considerations figured more prominently in Roumania than in most other 
Eastern European countries. 

Until the time of the agrarian reforms, modified forms of feudal tenures 
had prevailed in most regions, and were especially marked in the Old 
Kingdom. The "freeing" of the serfs in 186~ had been accomplished by 
giving them some two-thirds of the land of the estates, but usually the 
poorest land. The division of holdings through succession rather quickly 
made these plots too small to support a family. Additional arable land and, 
until1907, all pasture land was therefore "rented" from the landlord. But 
since the peasants could not pay rents in cash, share tenancy developed to 
some extent. More commonly, however, the lands were rented by pay
ments in labor on the landlord's estate by the peasant. Since be was in a 
poor bargaining position, the peasant frequently worked a great many 
days for the privilege of cultivating a small extra plot of land. The modi
fication of feudal tenure was if anything, therefore, in the direction of 
increased esploitation of the peasant. · , 

In all of the regions added to Roumania after the First World War 
large estates and tiny peasant holdings had prevailed. In Bukovina, the 
granting of lands to the peasants upon their freedom from serfdom in 18~8 
was conditional upon remuneration of the landlords. To pay the.se charges, 
as well 81 other capital additions, the peasants mortgaged the1r farms at 
usurious rates of interest, and frequently lost their plots to speculators. 
The debt burden and the practice of subdivision through sutcession placed 
the peasants in a precarious economic position. In Bessarabia the land re-
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_ .. b the Russian government around 1907 had been largely 

forms spooso~ y Alth h al lti . 
subverted by minor functionaries. oog 10?'e common cu _vabon 
continued (following the •ir pattern), large pravate e.ttate~ prevaaled in 

th d mall ..... u.ant holdings in the 1outh. In Transylvania, 
the nor • an very • r---- . th f d'd . 

. -• 'eel out after the freemg of e 1er s 1 not 1eraoosly 
nnoos ..,.onus earn • d II . 
modify the property distribution typical of areas on er ungaraan rule: 

th ,__ umber of very small holdings, and a few tremendo01 estates a ra er uu-ge n 
occupying about ball of the total area. 

In the Old Kingdom, the land reform law• totally ~xp~priated all 
arable land (including me~dows and pas~~ fit for cultivation) belong
ing to the state, public and printc institution

0
s,thand

1 
the tot~ extent of 

estates belonging to foreigners and absentees. . cr ar~ prav~~ estates 
were expropriated on a progressive lcale, allowmg a resadual mmamum of 
100 hectares arable and a maximum of .500 hectares. These amounts, bow
ever, originally ref~rred to estates and not to proprietors, 10 t~at It_ w~ 
still possible for a lingle proprietor to own several utate~ fallmg watban 
the 100-.500 hectares nmge. This wu modified by 1ubsequent legislation, 
which wu so interpreted u to place an absolute maximum of .500 hectares 
for a single proprietor. Former oW"Ders were compensated at a maximum 
nte of forty times the rent bed for 1916, payable by the state on along
term basis. Ouly about ball of this amount wu to be paid directly by the 
penant, also on a long-term buia, although the additional expense to the 
1tate naturally figured in subsequent taxes paid by the new proprietors. 

In Bolorina, the following types of properties were expropriated In 
full: those belonging to foreigners (those who were not Roumanians or 
citizens of the region in 191f), to absentees (!iring outside Greater Roo
mania), to indiriduala who bad lost their ci.-il rights, estates fanned out 
for nine consecuti.,.e years before 1919, and mortmain estates. The mad
mum to be retained by a single eultintor wu bed at 2.50 hectares, which 
could be redoeed to f hectares il neither tbe owner nor his parents had 
been eultiYaton. Communal property In escesa of paaing and other need• 
wu expropriated.. A. in other regions, forest and unproductive land e:r
propriated became the property of the 1tate. Compensation provisions 
were 1imilar to those for the Old Kingdom. • 

In Beuarabia the following were espropriated In full: former 1tste and 
erown domains, estates belonging to foreignen who had not elected Roa
m•nin citisenJbip, estates rented out for 6.-e eonaecutlYe yean, mortmain 

' estates, and those belonging to to.-01 but not required for purpo•e• of 
~planning. All areu In nees1 of 100 hectare~ of arable land per pro
prietor were expropriated without exception, and the Ia w provided for 
further expropriation If neees•ary. Compenaatloa wat timilar to that In 
other regionl, with the •tate ahlorblng one-fourth of the eolt. 

Ia Tranayl.-ania the legislation wu estremely ambiguo01, and all of 
::.. ~tral P~oritiont were modilied by numcro01 and lmpreciae eseep

• •tates that were without 1lgnl6cant exception 1ubjected to com· 
plete expropriation were those belonging to foreigner~ (that 11, tho.e who 
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bad or would elect foreign citizenship), and those belonging to institutions 
not located in Roumania. Other estates subject to complete or partial ex
propriation, with numerous exceptions and qualifications, included: prop
erties acquired during the war, estates over 500 arpents in size, various 
institutional and mortmain holdings, communal .holdings beyond a per 
capita allowance, and estates rented out for a period of years. In fixing 
compensation for expropriated land in Transylvania, more latitude was 
allowed the commissions charged with the reforms than in the other re
gions. Payments and transfers were also arranged more quickly, so that 
interim rentals payable to the landlord or to the state were not so common 
there as elsewhere. 

It appears that in all regions expropriated forest and unproductive land 
became state property, as did the subsoil of land distributed to new pro
prietors. 

The distribution of land itself involved a complicated process of de
termining the order of priority for various classes of claimants to land, 
and the preparation of lists of such claimants in terms of their appropriate 
positions. For the Old Kingdom the order of preference was: those mobil
ized in the World War, those mobilized in the Balkan war of 1913, war 
widows in trust for their children, landless cultivators, cultivators with 
very small holdings (under 5 hectares), and war orphans. "'ithin any one 
category, additional priorities were established: war invalids, peasants who 
had labored on the estate being divided, peasants who had stock and a 
settled farm, those with more children, those who were older. Others were 
also allowed to claim land after the foregoing claims bad been satisfied: 
holders of agricultural degrees, rural priests, teachers, and civil func
tionaries. Subsequently, land allotments were allowed to decorated military 
heroes who previously had not been culth·ators. 

In Bukovina full holdings of 4-8 hectares and "colonization lots" of 5 
hectares were established, with first preference to those having no land at 
all, and to those who ceded their previous property rights in favor of new 
allotments. Complementary lots were allowed to those having farms of 
less than 4 hectares, and lots were also granted to village priests and rural 

schools. 
In Bessarnbia the order of preference was considerably different, as is 

evident from the following priority list: holders of plots under 6-8 hec
tares to be granted supplementary plots to achieve the minimum size, full 
holdings to be distributed to landless peasants living on the estate to be 
divided, and supplementary lots to those living in the vicinity. The last 
group could be counted in the third group if they ceded their existing 
rights to the state. Additional allotments of various sizes were made to 
teacher-training colleges, rural schools, regiments in training, and to 
various establishments for experimental and similar agricl.l}tural work. 
Later special allotments were made to members of the provisional assembly 
that convened to unite the pro\·ince with Roumania, and the 100 hectare 
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maximum was revised upward for those laudowners whose daughters mar-
ried officers of .the Roumauian army. · 

In Trausylvauia the expropriation and resettlement were designed to 
proceed as a single process, permission even being given for voluntary 
agreements between lardlords aud peasant purchasers, provided that the 
peral intention of the reform was not violated. The general order of 
preference was: local residents, those who suffered because of the war, and 
war invalids capable of working the land. Mobilbed peasants received gen
eral preference. Complementary plots for those holding less than 5 arpents 
took precedence, followed by new plots for landless laborers and aervants. 
The sue of the holdings allotted varied by region and by the capacity 
(including the capital) of the new proprietors to work the land. 

}d already noted, lauds affected by the agrariau reforms became more 
easily alienable thau they bad been nnder previous land laws, although 
aome restrictions still applied. On the other band, division through suc
cession was limited bnt only by establishing a very amall indivisible mini
mum. Since only minor attempt& at consolidation of holdings were under
taken (as in the provisions for cession of previous plota in return for 
consolidated allotments), and complementary plota for amall holders were 
grauted in all regions, the reform did little to alleviate the serious acat
tering of holdings. The entirely new holdings were for the most part con
solidated, but still subjected to division through succession down to the 
minimum of 2 hectares or 2 arpenta. Some slight consolidation was begun 
in 19SO in Dobrudja, a region where scattering was extreme. For the most 
part, however, the agrariau reforms did little to modify the traditional 
pattem of village residence, with or without commnnal pastures, and 
scattered, mostly nnfenced, plota in the aurronnding area. 

With respect to the area affected by the reforms, the strict limitation of 
large estates, the small areas given to new proprietors, the increase In 
parcellation, and the more or less precipitona character of the changes In 
tenure, the Roumanian laud reforms are C115tomarily classified u "radical." 
Such a classification is confirmed by the economic consequences of the land 
distribution, noted more fnlly in Chapter IV.•• In the characteristics noted 
above Roomania ranks with the Baltic states u areas marked by extreme 
reforms, without, however, the compensating advantages of size of hold
ings, atate-aided capitalization, and other opportunities for employment 
that characterized economic development in the latter states. 

IJ. and "· Since Roumanian agriculture became predominantly a sys
tem of peasant eultivation, the uae of employed labor was not extenaive. 
There are no available data on the proportion of those gainfully occupied 
in agriculture who were hired workers, and a /Miiori no data on the occu
pational distribution of such workers. 

Workers engaged by the year were houaed and fed, and paid monthly 
euh wagea.in addition. Day laborers, the demand for wboae services wu 

"See Ihrlr, "Lea re.ultata clea reformea agralrea d'aprb-guerre," Zoe. "''·• Jur
Jr<D-Serapbim, we. ""· 
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probably amall, were paid wages that differed widely by district and 
1~ason. These laborers usually were fed, but no special ho11sing was pro
VIded. Seasonal. workers were under collective agreement, with a gang 
leader representmg the group in negotiations. It ia reported that there was 
a shortage of skilled laborers. 01 • 

There was apparently no special legislation applying to agricultural 
employment, a lack made less surprising if the small importance of large
scale agriculture be considered. 

YUGOSLAVIA 

The interwar territory of Yugoslavia, like that of Roumania, was com
posed of a central state (Serbia) tracing direct continuity to the prewar 
period, and several regions which were formerly under the rule of other 
governments. It is accordingly necessary again to take account of the di
vergent institutional developments of the several provinces that· were 
united as the Kingdom of the South Slavs. 

It may be recalled that in addition to the South Serbian territory ac
quired from Turkey in the Balkan wars, and not fully incorporated into 
the institutional structure until after the First World War, the new king
dom incorporated: Dalmatia and Carniola from Austria, Croatia-Slavonia 
and parts of the south of Old Hungary (chiefly the Voyvodina) from Hun
gary, the semi-autonomous Austro-Hungarian provinces of Bosnia and 
Herzegovina, and the independent alate of Montenegro. In South Serbia 
and Bosnia and Herzegovina the influence of long Turkish domination was 
clearly evident at the time of the founding of the new kingdom. The 
troubled political history of the other areas was likewise reflected in the 
economic institutions, and in areas like the Dalmatian coast agrarian sys
tems instituted under the Roman Empire survive into the modern world. 

1. The feudal domination of the Ottoman conquerors, abetted by local 
noblemen, left ita imprint on most of the southern regions of the interwar 
territory of Yugoslavia. Only in Montenegro did a substantial area with
atand Turkish military and social domination. But the various sections of 
the region of the South Slavs exhibit quite divergent results of Turkish 
Influence. Thus, in l'orth Serbia virtual independence from the Ottoman 
Empire was gained in 1880, and complete independence in 1877. The 
Turkish landlords abandoned their domains, and the hereditary tenants 
(aerfl) aimply came into full proprietary possession of the lands they had 
been cultivating. Long before the agrarian reforms following the First 
World War, therefore, old Serbia was a region of small peasant propri
etors. Tenancy and agricultural employment were of little importance."' 

Turkish domination of the land tenure system in Serbia contributed to 
the decline of communal ownership by village-kinship groups (s11druge). 

11 See Gornl, loo. oil. b d [0 
11 Unlesa otherwise lndl~ated, the present summary Is ase on tto] Yon 

Frangel "The Agrarian Reform In Yugoslavia," J .. t.matio,.al R•m6\co of .4gmul
tvr1, 25,:89E-lOOE, 125E-186E, 174E-198E, 209E-230E, 269E-287E, 811E-827E, 
Jhrcb-Auguat, 1984. 
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The process was further accelerated upon the collapse of Ottoman feudal
ism by the adoption in Serbia of a modified Napoleonic CivU Code, which 
took no account of ancient tribal organization. Some pastures and wood
lands remained as communal holdings, and nomadic pastoral groupa re
tained communal righbl to mountain pasturea and customary rights of 
free passage between winter and summer pasturea. Succession to culti
nted land, and some of the pasturea, was by division in kind among male 
heirs. However, during the interwar period there persisted a system of 
entaU in an attempt to ensure a minimum holding (house, garden, equip
ment, and land requiring two daya to plow). This entailed portion was also 
inalienable and could not be hypothecated. This rule did not prevent suc
cessive 1obdivision, but did prevent the peasant from securing credit for 
the purchase of additionalland.10 

South Serbia (chiefly the Yugoslav province of V ardar} remained under 
Turkish rule until 19IS, and was not effectively brought within the legal 
control of the Slavs until after the First World War. An extremely com
plex syatem of property relations had developed under Turkish rule. The 
moat common had been a feudal tenure system, whereby hereditary serfs 
(here called cifci) had tilled the ground and paid their feudal dues in kind 
and in labor service. But there were also various type1 of share tenancies 
for fixed lengths of time, fixed rentals in cash or kind, and farm servants 
( •o.ci) who were paid partly in kind and by an allotment of land to 
which they had usufructary rights (thus closely reaembling the depu
tatists of Central Europe). Some arable as well as pasture lands were 
communally owned. In the general scramble for land that followed Turkish 
defeat and the postwar political and economic disorganization, the com
mon practice wu for all cluses of tenants to take and retain possession of 
the land they had cultivated without legal or judicial ceremony. This 
process wu not without conflict, especially among the cultivators them
selves, since rights were poorly defined, boundaries were extremely buy, 

. areas had never been precisely determined, and all written record• were 
subject to falsification. The uncertainty concerning property right1 wu 
enhanced by a considerable political instability. This state of afl'ain con
tinued uncheclr.ed for the first decade of the interwar period, and to a 
leuer degree thereafter. The final settlement left former serfl In legal 
poaaeasion u individual proprietors with rights subject only to the Civil 
Code. The claims of other tenants and former laboren were not allowed; 
the land wu returned to the landlord subject to partial e:<propriation on 
behalf of tenants, laborers, or othen having a claim to land under the 
general principles of the agrarian reform for the whole country. Thus, It 
appe1ra that some fixed and share tenancies remained, although the num
ber of th08e in actual possession of the soil who were not aubaequently 
dispoaseaseti undoubtedly reduced the e:<tent of tenancy. The reduction 

M See :Mijo Mlrlurrlt, "Tbe Land Queatloa In J ugoalavla," Tlu S!G'DOaU. B""'""'• 
U:a&e-402, J &DII&'To 11134. 
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was further facilitated by the confiscation of the estates of Moslem land-
lords and by other features of the agrarian reform. • 

Communal ownership of forests and pastures still prevailed in South 
Serbia, but few if any arable lands were 80 owned. Succession followed 
the general Serbian pattern of division among mal.; heirs. This was modi
fied only in the case of the rather numerous resettlement holdings, formed 
as small and medium-sized family farms from state lands and more espe
cially from lands left unoccupied through the death or Bight of former 
holders. Even for these plots, however, the limitation on subdivision lasted 
only for the period {three to ten years) during which title to the land was 
incomplete. For such holdings, however, there was a permanent injunction 
against mortgages in favor of private creditors. The land was alienable, 
but agricultural cooperative societies and local beneficiaries of the agrarian 
reforms had prior rights of purchase, and the restriction on incurrence of 
debts held for subsequent owners. 

Only a few areas of Montenegro were under Turkish rule, and the 
abolition of feudal tenures in those areas followed the same pattern as in 
the adjoining areas of South Serbia. However, it is not clear whether the 
abolition of these tenures resulted in the establishment of individual hold
ings, or whether the land 80 freed was incorporated into the system of 
communal ownership found elsewhere in Montenegro. As the only sub
stantial area of Southeast Europe never under Turkish domination, the 
main portion of Montenegro retained the traditional Slavic system of land 
tenure by a village kinship group. 

Before the First World War Bosnia and Herzegovina had gained a 
nominal independence, chiefty by virtue of the declining power of the 
Ottoman Empire and the ascendancy of the Austro-Hungarian Empire. 
The intermediate and somewhat indeterminate position of the area is re
~ected in the mizture of Moslem feudal land tenures and private peasant 
holdings. The latter were of considerably less importance than the former, 
and only developed in the areas most strongly under Austro-Hungarian 
influence. The persistence of the Turkish feudal system after the territory 
bad come under Austro-Hungarian hegemony is worthy of comment. The 
independence from. Turkish rule was gained gradually. Elsewhere in 
Southeastern Europe a war of political liberation from the Ottoman Em
pire was accompanied by an internal revolution overthrowing the politico
economic domination of feudal chieftains. In the absence of a definitive 
and violent severance of political ties, internal revolution did not come 
about in Bosnia and Herzegovina. Moreover, conversion to Mohammedan
lam bad gone much further in these areas than in other adjoining states 
ezcept Albania. Thus the landlords, and to a certain eztent the peasants, 
followed the Moslem feudal principles of land tenure even when their 
political structure became tied to that of the Austro-Hungarian Empire. 

Aside from free peasant holdings, the land tenure system ~Bosnia and 
Herzegovina was primarily that of various types of feudal estates farmed 
by semi-free serfs (kmel&) whose payments to the landlord included both 
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a share of the produce and Yariooa labor duties. The land reforms trana
formed these (eodal holdings into free property. Tenancy waa almost en
tirely abolished. The land diltributed {or rather, the titles transferred) 
was gil'ell to families, and not to individuals. The families who thoa be
eame property owners. were, however, apparently the "amall" families 
and not the larger kinship organisations {saJ,..g~ ). The effect of thia pro
cedure was thus not to create truly communal ownership of cultivated 
lands bot rather to establish an effective entail and to preyent aobdivilion 
thro~h auceessioD. It would appear that family ownership would also 
limit alienability and debt encumbrances. Pastures and aome forest Ianda 
were owned commnnally. 

Feodal tenures had been effeetimy abolished during the last century in 
the former Austrian aeetion of present Yugoslavia {roughly Carniola or 
Slovenia). Bot large estates and nriooa typea of tenancy had persilted. 
The operation of the agrarian reform apparently reduced tenancy to a 
minimum, and ao di'rided the large estates that few opportunities for agri· 
eoltural employment eaisted. The typical holding here, u elsewhere in the 
conntry, was the amall or yery small plot. In those part& of Slonnia most 
inlloenced by Germanic institutions the alae of the holdings was somewhat 
protected by the practice of nndi'rided succession. Landa affected by the 
agrarian reforms were, in the use of the allotment& for which the peaaant 
had to pay part of the landlord' a compensation, inalienable until the pay· 
ment had been guaranteed by proper authority, and other legitimate 
chargea {especially debta to agricultural IOcietiea) had been met. Even 
after the property beeame alienable, howeYer, the a tate retained the right 
of pre-emption for ten yeara. Lota uaigned to war Yolonteera without pay· 
ment were made inalienable for be yean. The area of mortmain eatatea 
{mostly church Ianda) was reduced, u was the communal or printe forest 
area. Aa in other regions, commnnal pastures atill preniled. 

The northem aeetiona of Yngo.la'ria that were a part of Old Hungary 
(chiefty Voyvodina, or the modem YnplaY province of Donuaka) and 
the Hnngarian-roled region of Croatia-Sluonia may be treated as a eingle 
unit with regard to property relations, Feodal tenures Ia thia area had 
been effectively abolished during the Jut century, and aome redistribution 
of land had taken plaee. However, aome large properties peniated, 
farmed bylaboren or tenanta. Following the postwar agrarian reforma, 
there wu little tenancy, and the practice of the entrepreneurial renting of 
large farms and subletting wu definitely forbidden. Breaking up the large 
estates reaulted in the predominance of nry amall peasant holdings. There 
wu atill aome demand for hired agricultural labor in Yineyarda, and dor
m, the harYeat aeaaoa in Dananka. Commnnal ownenhip of paatorea and 
woodlands continued, although the area of aueh holdings was limited. The 
communal farming of cultivated land and the renting of commonallsnd for 
the partial JUPporl of the Yillage practically di .. ppeared. The pattern of 
OWDenhip by kinship group• gave way to div!.lon of aucb Ianda aa private 
holdinga. These printe holdings were alienable, and Inheritance waa by 
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divisio~ ~ kind. The only limits on alienability were those applying to 
land d1str1buted as a result of the reform legislation and were the same as 
applied in Slovenia." ' 

On the Dalmatian coast of Yugoslavia the remnants of feudal tenure 
lasted longer, and in more varied forms, than in any other section of the 
country. Although tenures involving labor duties as well aa a share of 
produce ~the. kmet system) were nominally abolished by the general re
form legJslabon of 1919, applied specifically to Dalmatia in 1980, the 
actual transfer of property rights did not begin until 1988. The operatioo 
of the reform affected primarily kmet tenure, "estates" (hereditary lease
holds, survivals of the Roman emphyteusis and scarcely distinguishable 
from private ownership), and other hereditary tenancies involving fixed 
payments without regard to soil use or produce. In these casea the land 
reform transferred unrestricted ownership to tenants of long standing, up 
to 10 hectares per holder. Other tenancies were less affected, since the land 
reform dissolved existing contracts and expropriated part of the area of 
large holdings for the benefit of cultivators, but did not forbid new c'>n
tractual agreements. Therefore both ordinary fixed-rental tenancies and 
the colonat (or share tenancy) systems still existed in the interwar period. 
The operation of the land reform was, however, in the direction of in
creasing the number of small private holdings. Extensive communal pas
tures existed. Succession was by division in kind, but lands were alienable. 
Indeed, the bidding up of land prices by returning migrants was one o{ 
the more serious problems of the area, which was characterized by a dense 
agricultural population. 

In summary, the single most common form of land tenure and property 
distribution throughout Yugoslavia was that of the private ownership of 
very small farms, subject to further subdivision with each succeeding 
generation. In most areas this private holding was effectively increased h;r 
communal pasture and forest lands, and in some areas the kinship group 
maintained the continuity of holdings and the avoidance of the over-small 
and uneconomical plots characteristic of the private holdings. In all sec
tions the smaller farms were likely to be heavily weighted with debts, in
curred as a result IJf the economic inadequacy of the holding, that tended 
to transfer property rights again out of the hands of the actual cultivators. 

11. Since it bas been necessary to review in part the role of the agrarian 
reforms in property distribution and tenure in the various regions of Yugo
slavia, the present summary may be confined to some of the more important 
featurea of the reform not yet discussed. 

As previously indicated, the property systems prevailing in. the ~everal 
regiona comprising the new Yugoslav state bad followed qUJte d1fTerent 
courses of development. In brief summary, North Serbia was already an 
area of small peasant proprietors. Similar independent holdings were of 
less importance in all the other areas, but n?t entirely lackin~ in any. The 
land tenures of South Serbia and of Bosma and Herzegovma were prl-

11 See, In addition to Frangel, loo • .U., Mljo Mlrkovlf, loo • .U. 

• 
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marily the various feudal tenure& establish~d under Turkish rule. The 
areas provided different problems for execution of the reforma, however, 
aince in the latter two provinces the primary problem was simply that of 
transfer of property rights to cultivaton already on the land, whereas the 
fleeing Turka left large areas In South Serbia available for migratory 
aettlement from other regions. In Dalmatia also the chief modification 
necessary to establish peasant properties was the transfer of ownership 
from the state or landlords to tenants. In most of Montenegro communal 
ownenhip prevailed before the reform and remained unaffected by post
war legislation. Croatia-Slavonia and other formerly Hungarian areas 
were accordingly the only regions in which agrarian reforms were under
taken under conditions similar to the general pattern In the remainder of 
Eastern and Southeastern Europe--namely, the expropriation of large 
estates and redistribution of land to landless worken and proprietors of 
very small holdings. 

The land reform in South Serbia was complicated by the fact that after 
the Fint World War all classes of tenants seised the property that they 
had cultivated. It was only after 19SS that part of tbe farms were returned 
to their original ownen, leaving only the former feudal tenants ( Iomeii or 
cifCi) in undisputed possession without payment, but with payment by the 
state to those landlords still subjects of the state (that is, not Turks). The 
areas not aettled, or left vacant by the departure of the Turks, and the 
heayY wartime mortality and emigration of the rural population provided 
opportunity for establishing medium-aised holdings. The authorities were 
not able, however, to prevent widespread '1and-grabbing" both by local 
reaidents and by immigrants from other areas. Land tenures aa finally 
determined by law partly rearranged the distribution of holdings, partly 
legalised the t1e futo possession of the eultivaton. 

In the northern territories, primarily those formerly under Hungarian 
rule, the general policy of expropriating absentee owners (especially for
eignen) entirely, and af reducing large estates through partial expropria
tion was carried out. The amount of land expropriated (and eonvenely the 
land free from expropriation), the compensation made, and the classes of 
persona to whom land was appropriated nried no' only with regional 
economic dift'erencea, but with political policies of the time and place. Land 
reform u by definition a political maneuver, but In Yugoslavia It was a 
politieal weapon subject to ncillation owing to preaaure from various 
quarters. Landless worken and tenant farmen pressed their claims for 
land, while landownera held considerable political power. In the absence 
of a consiltent, forthright, and definitive policy, estates were broken up 
and land dutributed with searcely any regard to economic organization. 
Thns agricultural Industries were not protected, and little account was 
taken of the eapital or ability of prospective amall proprietora. Ownen 
were givene110111inal eompensatlon, part of which waa home by the new 
proprietor, but the new property owner frequently emerged with a tiny 
holding without atock or equipment, and at the mercy of ereditora or those 
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from whom he had to purchase various aervices, such as haulage and plow• 
ing, by a long period of labor. The new holdera were, by preference, prop
erty lea& war veterans. These persons not only lacked capital and training, 
but were frequently met with hostility by members of the local village 
whose demands for land were still not satisfied. In 'short, the land reforms 
of Yugoslavia, especially those carried out in Croatia-Slavonia and Voy
vodina, finally succeeded in establishing an "independent" peasantry with 
security of tenure guaranteed by ownership, but with a most precarious 
economic situation. The precariousness of economic position could only 
have been greater had the redistribution of land abolished communal 
property and the village organization of rural life. 

8 and 4. Hired agricultural labor had naturally been of very little im
portance in those areas predominantly characterized by small properties 
or amall tenancies. Thus, it was again primarily in the north that agricul
tural laborers working on the large estates, as well as small owners supple
menting their incomes by part-time work for estate owners, were seriously 
affected by the agrarian reforms. Since the land available for distribution 
was so limited that these laborers either got plots too amall to support a 
family or received no land at all, these workers were faced with unemploy· 
ment. This situation continued in varying degrees of seriousness through· 
out the interwar period. Laborers found employment on the remaining 
medium and large farms, emigrated to the towns or abroad, became de
pendent on relatives, or made some other equally unsatisfactory adjust
ment.•• 

Most of the agricultural laborera were to be found in the Dunavska 
province, engaged as estate laborers and paid partly in cash and partly in 
)tind. Some workers of all classes were to be found distributed throughout 
the country. Seasonal workers were primarily peasant proprietors seeking 
outside employment. The accompanying table indicates the small propor
tion of those occupied in agriculture who were wage laborers. It is not 
evident from the official data how small holders who received part of their 
income from outside employment are classified, but it is probable that these 
constituted an additional number of workers competing for limited employ-. . . . 
ment opportumtles. 

Legislation governing hours of work, night work of women and children, 
minimum age, minimum wages, collective bargaining, conciliation and arbi
tration did not apply to farm workers. Terms of employment on a local 
basis, however, might be decided by the representatives of labor and the 
employers. 

Social insurance bad no application to agricultural workers except that 
there existed compulsory accident Insurance for those workers using farm 
machinery. However, farm laborers were given special privileges through 
the public employment agencies and seasonal workers were ~ven reduced 

•• See Frangel, loo. oil~ pp. 182E-18.5E,1 D. Yeremltch, ':n>e Problems of Agri
cultural Labour In Yugoslavia," lntomahoft<ll Labour R•""'"'• 88:219-221!, August, 
1988. 
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TABLB 7 

Number and Percentage Distribution of Farm Workers of Vari-
ous Classes in Yugoslavia, 1931' 

• 
Classea of Workers Number PerCent 

Holders and Their Families -l,605,P57 90.60 

Proprietors and tenants 1,766,55! S4.75 
Members of the family 2,889,104 55.85 

Hired Workers 477,508 9-40 

Fnnetionaries and employees 2,ll74 0.05 
Laborers 21,.82 o.u 
Day laborers and domestics .50,685 8.87 
Apprentices 12. -· Household servants 2,888 0.06 

Total 5,088,160 100.00 

• Leu than .01 per eent. 
1 Based upon data In Yugoslavia, Statistlque Gm~rale d"~tat, .daaMGire SI<Jtil

liqw (Beograd: 1938), pp. 6H9. 

railroad fares. The predominance of peasant agriculture meant that the 
political power of landless workers was too small, and their economic bar· 
gaining power too small in view of the eruting demand, to make any 
eft"eetive claim for superior terms or conditions of employment. 

BULGARIA 

Although Bulgaria has become involved in all the major European con
flicts during thU century, the territory of the country In the Interwar 
period bad been nnder Bulgarian rule alnce the kingdom achieved political 
Independence from the Ottoman Empire In 1878. Therefore the basic 
inltitutionalatructure ia about the same throughout the conntry. 

J. The feudal system of the Turks, similar In Bulgaria to ita organiza· 
tion in Yugoslavia, wu of declining power throughout the nineteenth cen
tury, the nobility gradually transforming the large estates Into private 
property. Thna the freedom from Turkiab rule directly caused the col
lapse only of the remaining feudatory eats tea (•p,.laileuk), but not of large 
holdinga held u private property (tclaftik)." The latter estate• were only 
gradually broken up, and some of them remained after the Firat World 
War. 

The large,,eatates in Bulgaria were farmed by hired laborers rather than 
by tenants with fixed or ahare rentala. Tenancy thus wa1 not a frequent 

• 8<e ECRL, No. o&, pp. H-881 Y. G. Kouteheif, "A~arlan Reform In Bul
c•rta." l~~terra~Jt'-ol Bft!W of .dg,;;,.IIMre, 211,..1E-'72E, October, 1936. 

( 
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type ~f holding. •• The splitting up of large estates througf inheritance, 
occa.stonal pu.rchase of lands by small holders, and especially through suc
cesstve agrartan reforms reduced the demand for hired agricultural labor 
to a very low level. 

At the same time ~bat the large private estates ·were being broken up 
after the end of Turktsb rule, the IJIJdrugtJ lands were also being broken up 
among members for private cultivation. Thus communal land ownership 
was almost limited to forests and pastures. 

Inheritance was during the interwar period almost entirely by subdi
vision among all heirs, and this practice, combined with the usual scattering 
of holdings dating from the apportionment of feudal or communal prop
erty, produced an extreme parcellation and scattering of plots. Even lands 
affected by the agrarian reforms were divisible through succession, and all 
private lands were inalienable. This allowed some selective competition for 
the limited land supply but also the development of a debt structure that at 
times threatened to transfer ownership to merchants and others in a posi-
tion to lend money. · 

2. Bulgaria was already predominantly a country of small peasant prop
erties at the time that the agrarian reform movements were sweeping East
ern Europe. Nevertheless, the number of landless peasants and owners of 
tiny plots ensured support for a further apportionment from the lands 
belonging to the state and remaining large estates. The numerical impor
tance of very small holdings is evident from the fact that a farm having 
over SO hectares of cultivable land was regarded as a "large estate." The 
postwar reform legislation made available for distribution cultivable state 
lands, non-utilized forest and gruing land in dispute between communes, 
and all privately owned cultivable land over SO hectares in extent. Payment 
was made to private owners, but at a decreasing scale for larger properties. 
The law recognized only minor exceptions (chiefly model farms) to the 
maximum of SO hectares, but as in other countries passage of a law and its 
application are not the same thing. Nevertheless, by 19S4 farms having 
more than SO hectares of cultivated land (arable, gardens, tree and bush 
crops, artificial and natural meadows) comprised only 2.7 per cent of the 
total cultivated land.'" 

In the distribution of available lands, which were far less extensive than 
would have been required to satisfy the "legitimate" demands, those who 
had been previously landless (unless they had sold land and squandered 
the money), proprietors of tiny plots, Bulgarian refugees from regions 
under foreign rule, farm workers who bad unusu~l training or equipment, 
farming specialists who would establish model farms, and cooperative 

•• Only 2.2 per cent of the total number of holdings were entirely rented, 68.9 
per cent were entirely owned, and the remaining 28.9 per cent were partly owned 
and partly rented. However, the rented land romprised only 10.1 per cent of the 
tolal agricultural area. All data are for 1984. Computed from Bulg3rla, D!rection 
Gen~rale de Ia Statistique, ~""""'" Btaliltiquo dv Royavmo do Bulgano, 1940 
(Sofia• 1940), pp. 194-196. 

••I bid., pp. 194-196. 
~ 
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IOcieties were given preference in that order. As already noted, no distinct 
provisions we're made with reference to alienability or succession. More
oYU, no effective effort was made to accomplish consolidation of holdings 
by means of the land distribution, so that the village structure with its 
surrounding and scattered parcela remained the customary rural organ
isation. 

S and •· The number of agricultural workers had not been large before 
the most recent land reforms in view of the early development of very 
amall peasant holdings. The division of the remaining large estates added 
to, but by no means created, unemployment on the land. As becomes evident 
from the accompanying table showing the number of employees among 
those gainfully occupied in agriculture, the Bulgarian agricultural labor 
system was characteristically that of peasant enterprise and not of capital 
concentration and wage labor. 

TABLE 8 

Number and Percentage Distribution of Farm Workers of 
Various Classes in Bulgaria, 19341 

CJasaea of Worken Number PerCent 

Owners and Their Families S,BB6,530 98.94 

Owners 84.1,707 29.0.5 . 
Members of the family 2,0U,82S 69.89 

Hired W orkera 30,538 1.08 

Directors and anperrisora 2,091 0.07 
Specialists and employees 166 0.01 
Permanent workers 28,279 0.98 

Total 2,897,066 100.00 

• ~~ UJ>OD data In Bulgaria, Direction ~nerale de 1-. Statlstique, ..f-11<1iro 
Btalut"l"' dtJ &Jtamo do Bvlgon., 1940 (Soft&: 1940), pp. 206-207. 

It doe. not appear that agricultural labor relations were covered by 
apecial legislation, or that the rather extensive social insurance extended 
to agricultural workers. 

ALBANIA 

Albania was the only country in Europe in which feudalism In fairly 
pure form lasted at least to the end of the interwar period. Although hav
ing a rough terrain and virtually no roads, Albania baa felt the influence 
of both Weneru Europe and the Ottoman Empire. Yet by virtue of Ita 
relative inaeceuibility it baa yielded to few of the preuorea and move
menta of the present century. Whether or not profound Institutional 

( 



[ 253 J 
changes have been introduced since Italian occupation and the events of 
the Second \Yorld War is not known. The following summaly assumes the 
interwar property situation to be the actual one. 

I. The feudal landlords, who are both Christian and ~Ioslem acknowl-
' edge a nominal fealty to the king or central goverl'lment, but retain great 

local autonomy. A very few families control practically all of the land, 
which is farmed by tenants, part of whom are bound to the soil.66 

The hereditary tenants pay a tithe (10 per cent) of the product to the 
state and usually about one-third of the remainder to the landlord. But 
various other payments in kind and in labor increase the burden of the 
peasant. Besides the feudal tenures that prevail on the large estates of the 
brys, where the peasants ( tschiftsi or jarischi) are under the more or less 
personal supervision of the nobles, some other types of tenancy prevail. In 
some cases holders of smaller private estates established under Turkish 
rule work part of the land themselves, and let out the remainder on shares 
(but ordinarily without additional feudal obligations). A few fixed rentals 
in kind are to be found, usually where the landlord is an absentee, and in 
some cases peasants may try to supplement their small holdings by renting 
lands from the money-lenders of the towns who have come into possession 
of various farms. There are even cases of peasant ownership of the land 
with ownership of olive trees on the land by a speculator, who rents the 
trees to the peasant for two-thirds of the crop. In the virtual absence of 
formal legislation regulating tenancy, the local variations in the relations 
between landlord and tenant reflect both long-standing custom and the 
varying power of the landlord to impose his terms. 

Extensive communal pastures, aside from the pasture rights of tenants 
on the big estates, prevail in the mountainous districts. Some private small 
holdings have also de,·eloped, as well as communal farming (by zadruge) 
of small patches of cultivated land not under the control of beys, agas, and 
town money-lenders. Naturally, where the kinship system retains its 
economic activities the land is not subject to subdivision, but private hold
ings as well as some of the hereditary tenancies have been divided through 
succession. The cultivable (but frequently uncultivated) lands of the plain 
are almost entirclv •held bv a small number of families, and have been 
subject to very little divisi~n. Some of the larger estates belong to 1\Ioslem 
religious foundations. Such estates, known as vacoufs, are equivalent to 
Western conceptions of mortmain property. 

Capital is at a premium for all classes of culth·ators. This fact coupled 
with the severe terms of tenancy on the large estates accounts for the small 
proportion of cultivable land actually culth·ated. Peasants who have 
gained independence from feudal and semi-feudal tenancies, or who have 
small holdin,::s derived from old communal lands, are virtually at the 
mercy of money-lenders. Their crops are sold immediately at harvest and 

' 
88 Sf'e Richard nusch-Znntnrr, UJ ,i:indliche Sit"rllun~ in Alhanien," ATchiv fiir 

n~nnderunq6n•nen. IO::li.-:16, J9aAf19:J9; Giovanni Lorenzoni, La qu11tions agraria 
Alban .. e, 2a ed. (Hari: Glus. Laterza e Figll, 1930). 
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therefore at the lowest prices, and they must seek loans at usurious rates 
to buy seed, and possibly consumption products or the minimum of equip. 
ment. The debt structure therefore may reduce the share of the "independ
ent" cultivator hy as much as if be were a share tenant. 1\Ioreover, he 
atands in imminent danger of losing his holding entirely, a virtual certainty 
under depressed market conditions. 

2. In 19SO legislation was adopted that would have expropriated the 
lands of the large estates down to a residual holding of 40 hectares, or 
somewhat more if largely graaing land. Apparently there was no intention 
of applying the expropriation and redistribution to state lands or the 
feudal holdings of the b~y•, but rather to the large private holdings of the 
agtU and money-lenders. In any event, the legislation remained an expres
sion of official piety but was not put into effect. Apparently it was designed 
as a political weapon to keep recalcitrant landlords in line with state 
policy. 

S and 4. From the very scanty materials concerning the economic organ
ixation of Albania it does not appear that the large estates employ many 
agricultural workers. Indeed, agricultural employees are probably limited 
to a few landless domestics maintained by the more affluent landlords. One 
may reasonably assume that their position is protected only by custom and 
by the possibility of commercial or handicraft opportunities in the towns. 
It is certainly tme that the agricultural labor system of Albania is charac
teristically that of landlords and tenants, not employers and employees. 

GREECE 

Freedom from the rule of the Turks was brought about in the various 
regions of modem Greece at quite different times. Thus, the regions of 
"Old Greece" gained independence early in the last century, while Thes
saly, Epirus, and Macedonia did not come under full Greek sovereignty 
until after the First World War. Yet in each of these regions and periods 
the withdrawal of Turkish power produced changes in land tenure follow
ing a fairly common pattern: breaking up of Turkish feudal domains, and 
establishment of Greek peasants on lands left vacant by Turkish small 
holders who migrated to the remaining territory of tht. Empire. 

I. Large estates cultivated by tenants under a semi-feudal system had 
been effectively abolished in Old Greece, but remained until after the 
Balkan wan and the First World War in the northern plains and Epirus. 
The withdrawal of the Turks and the application of land reforms to large 
estates, including those belonging to the state (many of them former lands 
held by the Sultan) and to religious foundations, removed most of the 
feudal aspects of property relations. The land reform• did not, however, 
create a aingle type of tenure or abolish tenancy. . 

Although.data on the areal concerned are not available, the agricultural 
censua of 1929--when the reforma were nearly complete--indicates that 
approximately 5.9 per cent of the cultivators were rentera and an addi-
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tional 8.8 per ~nt share tenants." Holders in emphyteusis (a hereditary 
leasehold, poss1bly from the state), holders in usufruct those with ex
changeable titles, titles uncertain, other occupiers, varia~ other forms of 
tenure, and those with tenure unspecified comprise an additional approxi
mate 11.8 per cent of the total number of cultivatots, the balance of 79./l 
per cent being owners.•• 

It is evident that the disturbed political history and long chain of devel
opment since classical times combined to confuse the property system. The 
absence of land registers and conllicting claims under various principles of 
tenure created a heterogeneous collection of property forms, This was 
accentuated by the fact that not all of the "cultivators" were private indi
viduals, but included organa of the state, municipalities, communes, re
ligious foundations, achools, banks, and various organizations and funds. 
However, these collective or communal owners comprised less than 1 per 
cent of the total, although again it is not clear what proportion of the 
agricultural area waa so held.'' The land reforms were not made the 
occasion of a unified code of property regulations, and indeed the applica
tion of the reforma in the areas most recently recovered from the Turks 
was partly responsible for the "uncertain titles" and those listed as "in 
poisession," aince the claims to land were practically without documentary 
evidence. 

As in other Eastern European countries, pasture lands, particularly in 
the mountainous regions, were held communally. The closest approxima
tions to communal holding of cultivated land were to be found in a few 
cultivators' cooperatives, and in the domka system of cultivation in Thes
saly and Macedonia, whereby wide areas were planted to the same crops, 
regardlesa of ownership. This not only overcame the disadvantages of tiny 
and extremely dispersed parcels, but also conveniently neglected questions 
of doubtful boundaries.'• 

Peasant properties (except those few held under some form of limited 
tenure like emphyteusis or hereditary usufruct) were in Greece tradition
ally alienable and divided by inheritance. Land distributed to former ten
ants and laborers, and to refugees, were made both inalienable and indi
visible. Except for •hese holdings, division through successive generations 
reduced the size of plots to uneconomic size, and scattered the plots held 
by a single cultivator over substantial distances. An extensive debt struc
ture constantly threatened the titles even to such limited plots ; the gov
ernment in 1980 declared a moratorium on payments of strictly agricul
tural debts. 

IT See World Agricultural c1,...,., Vol. III, p. 150; Greeee, Statistlque G~n~rale 
de Ia an,.,.,, ..fftnuairo Btatiltiqu• do 1tJ Gric•, 198a (Athens: [19361)), p. 118. 
The qualification "approximately" Is necessary not only because of probably ln
eomplete enumeration but also because of some double-counting of those holding 
Ianda under two or more tenures. id 

11/bid . otlb • , 
•• See Georgea Servakls and C. Pertountsl, "The Aprrlcultural Polley of Greece," 

in 0. s. Morgan, ed
1 

..fgrkullural Byltoml of Middlo Europ• (New York: The 
Macmillan Co

1 
1933), pp. 187-200, especially pp. 148-162 • 

• 
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i. As already indicated, the reforms following the ~irst W o_rld ~ ar 

chiefly a1Fecte& the regions newly acquired from the Turk1sh Empne, ~mce 
other regions were already predominantly characterized ~y small hold1~gs. 
The postwar reforms were in principle, however, apphed to all sect10ns 
of the country." ' 

State lands (largely composed of lands formerly held directly for the 
benefit of the Sultan), the lands of corporations and foundations, and the 
private estates of persons habitually livin&: abroad were ~o _be entirely 
expropriated. Other private farms were subJect to expropriation down to 
8-85 heetares, which could be expanded to 50-200 hectares if farmed 
directly by the owners. Owners were paid at a fixed rate, nominally one
half of the prewar value but actually much less in view of a depreciated 
currency. It ia doubtful whether former Moslem landlords, the Turkish 
state, or other absentees were paid at all 

Former tenants and laborers living on the land, or their widows and 
orphans, had first claim on the land. Neighboring tenants or small pro
prietors could also claim land. Except for garden plots given to artiaans, 
the distributed holdings were supposed to be large enough to support a 
family. The new holden were required to pay rents fixed by a local rep
resentative of the Service of Colonization to the landlord until final dis
tribution was made. Upon definite allocation of the land the holders were 
not ouly required to make payment at rates fixed by local commissions, but 
were required to organize cooperative societies for joint responsibility for 
all payments due. In addition to the proviaions forbidding alienation and 
diviaion already noted, the new proprietors were required to cultivate the 
land themselves. 

The agrarian reform was complicated by tbe necessity of making pro
rision for over 1,200,000 refugees from Turkey, Russia, and Bulgaria, a 
substantial proportion of whom were peasants.'• Since these refugees 
were without capital of any kind, outside loans (under auspices of the 
League of Nations) were secured to provide for settlement and capitali
zation of 1mall farms. Even with such assistance the new proprietors were 
at a 1eri001 disadvantage in meeting crop failures and reduced prices. 

In general, the agrarian reforms, including the pr6vision for refugees, 
appear to have forced a •lightly more rational use of the soil. Even though 
the expropriation did not affect all the propertie1 covered by the laws/1 

n See C. Evelpidl, L., ~I<&U balkaaiqv.,, pp. 89-90; C. Evelpedis, LtJ rlformo 
agraWo n Gr"• (Athena: no pub., 1926). (The dift'erence In spelling of the 
autbor'o name In the two worko appears to be due to dift'erences of transliteration 
to tbe French.) See also M. J, S. Caramanos, "Greece" In League of Nations, 
Emnomic Committee, Tlu .Agrict.!lt<ral C.Vu, Publications 1931. II. B. 12 (Ge
neva: 1931), Vol I, pp. 180-189; Se"akla and Pertountzl, lo~. cit. 

n ~akla and Pertountzl, loc. cit., p. 150. 
"ACO>rding to the a~icultural census of 1929 there were atlll at that time 882 

~tlutoro having holdinl!'l over 200 hectares (the official maximum). Although 
these eonotlhwed only a little oYer .1 per cent of the total cultlvatoro, the areao 10 
held would naturally be a much larger proportion of the total. Indeed, by estimat
Ing the nerage area of the holdings ao oubotantlally below the midpoint of eacb 
dau ln~al &CO>rdlng to olze and thereby computing the approximate area cov• 

< 
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the net result was the wider extension of small holdings in all sections of 
the country, and a gradual transition to more intensive caltivation. The 
scattering of very small holdings was, however, if anvthing increased by 
the parcellation of large estates. · 

S and 4. Agricultural wage labor was never strongly established even on 
the large estates in Greece, since the estates were rarely operated as a 
single productive unit. Rather, tenants comprised the bulk of farm work
ers who did not own land. This situation was not appreciably affected by 
the agrarian reforms, except for a possible further reduction of employ
ment opportunities. Despite widespread rural poverty, industrial and 
especially commercial development was much more ad\·anced than in other 
Balkan countries. Thus, those unemployed on the land were able to migrate 
to the towns with a little more success than that experienced by Yugosla•• 
or even Bulgarian peasants. 

Census data for Greece gh·e only a classification by "profession," and 
not by status as owners or employees. However, the number of landless 
agricultural laborers was certainly small." There is no evidence of any 
formal ll'gislation governing labor relations, employment conditions, or 
social insurance for agricultural workers. 

ITALY 

The land tenure arrangements in Italy reflect a long period of insti
tutional development and change, but with few marked regional differences 
explainable in terms of di,·ergent political systems. Although the predomi
nance of large estates or small peasant holdings during the interwar 
period varied greatly from one part of the country to another, the differ
ences seemed to n•flcct topography, climate, and soil variation as much as 
they did variations in official policy. 

I. ltaly is perhaps the classic European home both of the latifundia 
(opernted by the owner or his agent with hired worker) and of the large 
estate operated primarily by share tenants. Although the southern part of 
the peninsula and the island of Sicily are the most outstanding regions of 
large agricultuml enterprises, the large estate is to be found throughout 
the country. Simibrly, the mountainous north and parts of the more 
broken coa..,tal regions urt' predominantly characterized by small peasant 

ered by larJ!C holdin~s. it would nppt•nr that large estates still .compri~e~ about 
onr-lmlf of tht" total t·ultivntt·d art"ll in ]!)~~}. (Bast"d upon dnta m Annuaare Sta
ti8tique dB In Grf.ce, ]9:J.'l, pp. JOH, ll:J.) It should be noh·d, howe,·er, thnt thf' 
redistribution was nnt oftidully terminated until 1932, and that t~e amount of cul
tivnh·d lnnd wns snhstnntinlly grt"ntt'r in subsequent ~·ears than m 19:29 (38.~ per 
ct'nt ~rt·ntl"r hv Hl:J.I.i see il,id., p. ]OH). Since the vnr1?us forms of land a":'t"lH~ra
tion unci recluinntion, as well as the hrin~in~ of ~razmg lands _under. cult1vahon, 
proluahlv e:\tt•ndt•d smnll holdin~s rntlwr thnn lnr,:re ont•s, the nnmedtate pr:war 
distrihn.tinn of cultiv 1lt('d lund wus undoubtt"dly more ,fnvornl.:le ~o st~all ho.ldmgs. 

u The a~riculturnl cc•n,-.us of 1929 enumerated 9.J0,591 prtvate cultivators 
(ownrrs, tt·nnnts, rtc.) nnd by the general census of ~928 there ure~C: 1,293,398 
persons Rlo(t"d 10 and over t'n~ngcd in a~rirulture (exc!us1ve of stock-~a1sm~. chase, 
and fishing). The ditTc·r('JU'e would sec·m tn be compr1st"d almost enhrt"ly of mem
bers of the cultivators' familil"S. (S~e il>id., PP· ts-8, 113.) 
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holdings, but such tiny farms may also be found adjoining the vast planta
tions in the sovth. 

The modern remnants of feudal tenures lasted well into the interwar 
period, most obviously in the case of share tenants required to render 
various feudallnbor duf'.l as well as a share of the produce to the landlord. 
Various servitudes against the landlord, especially the use of woodlands 
and pastures, also persisted into the late 1920's and early 19SO's. The 
abolition of the feudal reciprocities took much the same form as the 
earlier eradication of feudalism in England: enclosure of the common 
lands for the benefit of the landlord and the abrogation of the peasants' 
rights. However, some payments were made, either in the form of monetary 
quittances or in the form of allocation of a portion of the land to the 
communes. ' 1 

Tenancy in one form or another was very widespread in Italy. According 
to the agricultural census of 19SO, 26.1 per cent of the holdings comprising 
28.5 per cent of the agricultural area were leased or held in share tenancy. 
An additional U.S per cent and U.O per cent, respectively, were under 
mixed forms of tenure.'' In round numbers, therefore, only about 60 per 
cent of the number and area of farm holdings were operated by the own
ers exclusively. Fixed rentals and share tenancies are about equally di
vided." The share tenancy ( metasage) system is most highly developed in 
the central provinces. 

A peculiar form of tenancy-ctnally a number of related form-is 
represented by the "collective tenant farm." The common feature of such 
nndertakings is a collective rental or tenancy contract between an organ
ixation of workers, tenants, or small proprietors, and the land owner 
(frequently some form of semi-public or welfare organixation) whereby 
the land is farmed by the organization. The distribution of holdings and 
produce within the organization may then vary from fixed or share wages 
in cash or kind to what amonnts to sub-tenancy. Most frequently, however, 
the members (c1>111partecipa11ti) of such farming collectives are in the 
approximate position of farm workers. 

The actnal range of contractual provision• in land tenancies and the 
minor and mixed gradationa between landlesa day labprera and owners or 
cash tenanta are so great ao to defy brief aummary. This remaina true in 
spite of the aemblsnce of nniformity provided by the Fascist corporative 
organixation. The land tenures are of much more ancient vintage than 
Fascism, and many of the complexities will certainly anrvive it. In fact, the 
in11oence of the "oyndicates" and "corporations" was primarily confined 

n A (!OOd brief oommary of property relations In Italian agricultural organlza
tloa ander Fudom II giYen by Carl T. Schmidt, Tit. Plovgll and tho Sword: Labor, 
LaM, au Proport11 ita Ftut:Ut 11611! (New York• Columbia University Press, 
1938), Chap. VII, MPeuanto and Proprletoro." See also Paolo Albertorlo, "Le 
'fattorle' dell' 1talia Centrale," .fflft41i dl BU.tiltica, Serle VII, Vol. 1111 99·191, 
1939; ECRL.,No. 4, pp. 25-81; Guglielmo Tommasl dl Vlgnaoo, Diltrib..WM d•llG 
P"'opri<tG • gratldoUG doll' lmpro•tJ .. t!G agricoltvra italiafiG (Rome• Tip. Ugo 
Qulntily, 1938). 

"World Agrtn.lttnaJ C•uw, Vol. 111, pp. 214-215. n Ibid. 
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to determining the more detailed provisions of the contracts and in pre
venting independent action upon the part of workers and ttnants. 

Despite the importance of tenant farming, the large estate operated 
directly by the owner or his agents assures the continuance of extensh•e 
employment of wage labor. Although large holdings (that is, enterprises 
under unified and direct supervision) over 100 hectares in extent represent 
only about 0.6 per cent of the total number of undertakings, they occupy 
over one-third (:H.7 per cent) of the agriculturalarea.78 It should be noted 
that thi1 ia exclusive of large propertie~ broken up into farm• under fi.red 
rental• or share tenanciu, which are listed as small holdings. It becomes 
clear, therefore, that the concentration of agricultural property in Italy is 
\'Cry great. 

As already noted, communal ownership of, or rights in, pasture lands and 
wood lots has been restricted through the extension of enclosures, but still 
persists. Communal pastures are especially important in the north, where 
the land owned in common serves to supplement the very small holdings. 
The closest approximation to communal farming of cultivated land is to be 
found in the ''collective tenant farm" already discussed. 

Equal division among heirs applies to nearly all small privately owned 
holdings, and has resulted in the usual splitting up and scattering of tiny 
plots. Large estates belonging to the church or similar foundations are of 
course protected from subdivision by some sort of mortmain provisions. 
Large private estates have become increasingly subject to division or trans
fer, but the process has not gone far. Some hereditary leaseholds and 
holders in usufruct still exist, and these tenures for the most part prevent 
division. The Fascist doctrine of increasingly tying the peasant to the soil 
resulted chiefly in restricting the independence of the landless worker, but 
not in entailing peasant holdings or developing genuinely hereditary share 
tenancies (although some have always been hereditary in practice). The 
extension of indebtedness, only partly abated under Fascism, has contrib
uted even further economic insecurity to peasant holdings. 

2. The interwar period in Italy was not marked by an abrupt agrarian 
reform. On the contrary, the influence of the government was toward sta
bilization and entr<>11chment of existing concentrations of ownership. The 
Fascist leadership made a great deal of the mystical strength of the farm
er's attachment to the land, and claimed in its ideology to be promoting a 
stable and independent peasantry. In the place of redistribution of land 
the government offered land reclamation, especially drainage of tbe 
marshes, and internal rc>ettlement. Neither the doctrines of a peasant 
economy nor the actuality of extensive reclamation appre~iably ch~~~ed 
the distribution of property. A projected land reform affectmg the S1c1han 
latifundias (but not the share-tenanted properties), immediately before the 
Second World \\"ar, does not seem to have been carried out.'" 

} 

"F.CR!., No.4, pp. 27-2~. . . . ·t do ·"I" 
To See Uiovanni Lorrnzoni, Tra8{orma:wne • t"Olon•zza.z•onl del lata on lln aano 

(Firenze: Casa ed. poligr. univ. di Cya, 1!140). 
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Before the First World War, and to a lesser extent thereafter, remit

tances from eQtigrants financed the purchase of some small farms from 
large landowners. This minor movement toward redistribution of property 
was also fostered in behalf of war veterans by the National Organization 
of Ex-5e"ice Men. Thill organiution was granted corporate status under 
the Fascist regime, and gained some land holdings through cession from the 
state and by direct purchase. Agricultural laborers were in turn allowed to 
become tenants and possibly purchasers of the land."0 The total effect of 
all these transfers of property has been small. 

S. The existence of large commercial farms in Italy requires the exten
sive employment of agricultural workers, over and above share tenants in 
various positions of subservience. However, no clear~ut categories of 
farm workers can be found, the number of types depending largely on how 
finely distinctions in position and security are drawn. Thus, the position 
of share tenants may vary from one scarcely distinguishable from that of 
permanent laborers, whose pay consists in a share of the produce, to rela
tively independent farmers owning some stock and equipment and paying 
a fixed proportion of the crops to the landlord. The former situation is more 
common than the latter, a fact confirmed by tile grouping of share tenants 
with agricultural workers in the Fascist corporate organization. Thus, 
although the accompanying table shows only 26.7 per cent of those gain
fnlly occupied in agriculture to be landless workers, those indicated as 
having a mixed status (cultivators of small plots who must also depend on 
wage labor) and most of the share tenants must be considered as essen
tially dependent workers. The total of these groups approaches one-half 
of the occupied agricultural population. 

The groups of workers who may be regarded as relatively "permanent" 
include farm se"ants, who are on annual contract to do any work assigned, 
and are nsnally paid principally in kind, including lodging.11 Other per
manent workers are more specialized in occupation, but are also paid 
partly in lodging, varions allowances, and possibly by some share of the 
produce with which their activities are almost directly linked. Day labor is 
partly on a short-time or seasonal basis, and may be arranged by indi
vidual contractual agreement. l\Iore frequently, howev,er, it is covered by 
oome form of collective agreement. Such agreements may provide for oft"
oeason employment on improvement or reclamation projects. Intermediate 
between individual agreements and large-scale collective contracts are 
nriom forms of family contracts. The latter may not specify any mini
mum period of employment but bind the family to be available when 
needed and the employer to give first preference to those families so 
bound. The whole tendency of Fascist policy was to stabilize and aolidify 

10 ECR L, No. 4, pp. 26-27. 
11 &e Bruno Biagi, "The lt<!gulation of Collective Employment Relationa In 
A~~re lrz. Italy," lt•t•noational Labour Review, 29:809-319, March, 1934; alao 
International Labour Office, Tit. R•pre10nlalio11 atul Organilallott of .A grkvltural 
Worker•, pp. 161-168; ECRL, No.4, pp. 28-31; Schmidt, op. cit., Chap. VI, "Land
laa Farm W or ken." 
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TABLE 9 

Number and Per('cntage Distribution of Farm 'York~rs of y arious 
Classes in Italy, 1936' 

~---------

Classes of \\" nrkers Number Per Cent 

Holders and Their Families' 6,231,449 71.63 
Owners 2,870,972 33.00 
Tenants in l'sufruct 26,133 .30 
Tenants in Emphyteusis ·10,133 .46 
Renters 796,H9 9.16 
Share Tenants 1,787,552 20.55 
1\Iixed Tenures 709,910 8.16 

Employees and Laborers 2,322,688 26.70 
Directors and employees 20,882 0.2i 
Compartecipanti Bl,281 1.62 
Day laborers 1,766,929 20.31 
Annual laborers 878,80~ 4.86 
Non-agricultural laborers U,737 0.17 

~I ixed Statuses h 
138,865 1.60 

Holders and day laborers 125,176 l.U 
Holders and annual laborers 985 0.01 
Holders and compartecipanli 12,70~ 0.15 

Status l:nknown 5,960 0.07 
~----

Total 8,698,907 100.00 

• Members of the family assisting the head are included in the figures for each 
group . 

._Those with mixed stntusrs are listed in the source under six classifications, 
apparently according to the relative importance of the source of income. The six 
are hf're romhint>d into lhree, thus neJtlecting such relative weight. Thus '"holders 
and day laborers" includc:os both those who are primarily owners or tenants and 
those who are primarily day laborers. 

1 Based upon duta in Italy, lstituto Centrale di Statistic& del Regno d'ltalia, 
Annuario Stnlistiro ltnlimw, 19-U (Home: 1941), p. 78. 

the relations between employer and employee, not only by increasing col
lective agreements but by transferring day laborers into some type of 
permanent workers, preferably with wages consisting of a share of the 
produce. 

Only the official hierarchy of labor organization was recognized by the 
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Fascist regime; other associations either became incorporated into the 
official atructu~~e or lost any semblance of bargaining power. Mobility of 
any sort was discouraged, and the power of group action for economic 
improvement was strictly limited by the overwhelming power of the state. 
Although the corporato hierarchy was officially tripartite in arrangement 
(employers, employees, and state officials), the lack of effective repre
sentation of the lower ranks of labor and the undoubted favoritism by the 
governmental officials for the vested interests of the landlords made the 
"corporative" structure a coatrol device without effective responsibility to 
those whose interests were presumably represented. 

t. Industrial expansion in Italy bas not been sufficiently rapid to provide 
employment for a rapidly growing rural population. The property dis
tribution and agricultural labor system in Italy are such that the lack of 
economic opportunity for rural manpower does not result in "bidden unem
ployment," as is common in most Eastern European countries, but in overt 
unemployment on the land.11 Even during the planting and harvest aeasona 
the backlog of unemployed workers was aulistantial. Agricultural workera 
have not been covered by unemployment insurance, but the government 
attempted to relieve the situation through employment exchanges, pro
vision of minimum numbers of employees for farms according to area (the 
"ta:r in workers"), encouragement of seasonal migration, public works 
(including the land reclamation projects), and, during the later interwar 
years, military mobilisation. The difficulties of providing employment were 
enhanced by the virtual cessation of emigration, which bad previously 
reached tremendous proportions. The economic position of workers and 
peasants also deteriorated owing to a diminution in remittances from mem
bers of the family abroad. 

For a closely controlled economy, and particularly for one strongly 
accenting the development of agriculture, the Fascist regime gave re
markably little attention to legislation protecting the farm worker. W agea 
were fi.xed by c:ollective agreement, but there waa no official minimum. 
Hours of work were theoretically limited to eight per day, bot this maxi
mum wu subject to numerous and important qualific/\tiona, and could be 
apread on an annual average to allow very long hours during the growing 
and harvesting aeaaon. 

Some aocial insurance benefits applied to agricultural workers: old-age, 
aickneu, accident, and tuberculosis. The benefits paid were amaH and 
apparently somewhat uncertain. The government tapped the state insur
ance fonda u a aource of credit, and part of the collected fonda bad to be 
regarded aa ta:rea without direct and assured benefits. Varioua official and 
semi-official organizationa fostered some additional insurance (including 
maternity i~urance) u wellaa recreation and a ports. These organizatiooa 
alao aerved u media of propaganda for the Fascist organization. 

•• See Sehmldt, op. rit., pp. 118-124. 
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PORTUGAL 

The .property. and ~enure systems of Portugal, and especially the con
centratiOn or d1spers1on of property ownership, show marked reuional 
differences. The regional differences undoubtedly reflect differen~es in 
past political influences, but in a much less pronounced fashion than in 
ma?y ?f the new!~ unified states of Eastern and Southeastern Europe. 
Th1s Circumstance 1s of course partly explainable on the grounds of long
standing political independence, approximately within the present bound
aries, allowing previous differences among regions to become blurred. 
Without attempting to assign weights to the influences, it is safe to say 
that the observable differences are due both to different institutional his
tories and to different topographical characteristics. Thus, the plains of 
the south lend themselves much more readily to extensive cultivation by 
large economic units than do the mountains and valleys of the north. It is 
equally true that the southern regions were exposed to a full-blown agra
rian feudalism that developed into widespread tenancy, whereas the north
ern areas remained relatively free from feudal tenures and developed along 
lines of communal ownership and small private holdings. 

I and 2. A country having a long political history like Portugal could 
scarcely avoid a mixed institutional development. This is quite clear in the 
case of property arrangements. The collapse of feudalism in those regions 
where it had been most highly developed was gradual, and without a major 
defeat for the landlords. Its modern counterpart is the extensive develop
ment of tenancy, especially in the south-central provinces of Portalegre, 
Evora, Setuhal, and Beja. These tenancies are of various kinds, most fre
quently involving fixed rentals in cash or kind. There are, howe,·er, a 
number of share tenancies.•• A form of tenancy that is of minor impor
tance and apparently disappearing is the foro, which is a form of inherit
able leasehold, indivisible but alienable. Whatever the type of tenancy, the 
direct supervision of the landlord is limited and infrequent. The owners 
of rural estates apparently prefer life in the towns and cities, even at the 
expense of considerable loss in production through inadequate management. 
In fact, the practice of fixed rentals and absentee ownership has appar
ently resulted in "' progressive depletion of capital as represented in 
natural fertility of the soil. The technical and economic organizations 
characteristic on the Portuguese large holdings are among the poorest in 
Europe. Much of the land lies fallow, often for a number of years. 

Communal ownership, especially of pasture land, is frequent in the 
north. The same rq~ion is marked, howner, by tiny peasant holdings sub-

ss Unfnrtunntdy, prrocise dnta on the dist~i.hut~on of property o~ holdings are 
not avnilahle fur Portu~al. Not evtn lund utilizatiOn can be determmed at all ac
curntely, sin('e a ~rnrrnl cndustrnl survt>y seems ne.ver to have been tak.en. Appar
rntly the internal politicnl stuhility has l~e-en suffic1rn~ nen~r to h~ve given ?PPOT• · 
tunity for wid<"sprtud dispnh·s concernmg b~m!"daracs, contradicto.ry claims to 
various ri~hts of usc, rtc. Th~ pre-s.rnt rather limite-d summary Is m,~t.m~y. basrd on 
Portugnl. )linistfore de-s Affnires f.:tranghes, Ltt P?rtug«!, ttC IO~ artav1U ~co'!o
,,iqll6 (Lishon: J9:J2), pp. Sl-38; E. Martinez de Bu.JRndn. A~rar1an Orgams.atlon 
in Portugal," Jntt>r,atiunal Review of Agrindtur~, 29:272E-2~0E, June, 1938. 
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ject to further subdh·ision with each generation. The larger estates are 
very infrequeutly dh·ided, although it is not clear whether they are under 
formal entail The mortmain estates of the church are certainly extensive, 
and pro.-ide a bulwark of resistance against extensive conversion of 
tenancies into properties. The conservati.-e inBuence of the church, the 
inBuential position of the landlords, the continued possibility of some 
di.-ersion of rural population into commerce and trade, and the avoidance 
of embroilment in the European wars of the present century have com
bined to pre,·ent any radical reform in land distribution. What the inBu
ence of the ''corporate" regime on rural tenures may be is not yet clear. 

S and t. Despite the wide extension of tenancy in those regions charac
terised by large concentrations of property in land, some large undertak
ings are managed on a commercial basis with hired workers. Because of 
the importance of labor-intensive crops, especially wine-grapes and olives, 
in the agricultural organization, the existence of a fairly large number of 
agricultural employees is not in fact surprising. Although the available 
data do not distinguish various classes of farm workers, and indeed do not 
indicate how small holders (owners or tenants) who also work for wages 
have been classified, Table 10 indicates sufficiently the sizable proportion 
of those gainfully occupied in agriculture who depend at least in part 
upon wages. 

TABLE 10 

Number and Percentage Distribution of Farm Workers of Various 
Classes in Portugal, 1930' 

Classes of Worken Number Per Cent 

Holders and Their Families 1/)1£,7£1 66.1 

Holders 418,JH 22.5 
Members of the Family 599,578 82.6 

Employees 828,858. 44.9 . 

Total 1,886,580 100.0 

t Based upon data ID Portugal, Inatltuto N adona) de Estatfstlca, A avdno Bl
lotutieo .U Portugal, 1936 (Liabon: 1mprensa Naclonal, 1987), p. 21. 

Permanent agricultural workera are employed on large estates devoted 
to stock-raising, and on farms devoted to cereal crops, olive orchards, vine
yards, and fruit crops. The permanent worker is alao frequently a tenant, 
and his posl.ion thus varies from that of primarily a tenant farmer with 
o~ional employment by the landlord, to that of being primarily depend
ent on wages but having also a small plot of ground in tenancy, pouibly 

( 
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as part of his pay-and thus closely approximating the position of the 
Central European dcputatist ... 

. Since 1933 ~he corp~rate principle of political and eco~omic organiza
~wn h~s been m effect m Portugal. Thus private bargaining and contract 
·~ agroc~lturnl labor have been virtually abolished in favor of tripartite 
h~t·rarchiCal.syndocates that attempt to specify the terms of employment." 
Altloo."gh tlus type of economoc organization probably gil·es some greater 
sccuroty to landless workers and may have increased the rational use of 
the soil, its ideology and effect are clearly conservative and therefore 
fanlr:1hle to owners of large estates, whether private or clerical. 

SPA!:\' 

The Spanish institutional structure is at present difficult to analyze, 
since the effects of a re\·olution and counter-revolution still are not clear. 
This circumstance has especial bearing on the problem of determining the 
agricultural property and labor systems, since the revision of the old 
regime was a fundamental aim of the Republican government, and a major 
factor in promoting the successful counter-re\·olutionary movement. Al
though it is certainly not true in any absolute sense that the Republican 
regime had no lasting effect on the institutional structure, it seems safe in 
general to assume that the "nationalist" regime established as nearly as 
possible the atatu1 quo ante. 

I. Several outstanding features of property distribution and utilization 
in Spain dcsene comment. One of these features is the marked inequality 
of distribution of agricultural properties, accentuated by a regional con
centration of tremendous estates in the south and southwest (Andalucia 
and Extrcmadura).'" Another feature is the low level of technique pre
vailing on nearly all types of farms, and pointed up by a failure to make 
any use of substantial portions of large estates. Closely related to the fore
going is the fact that the owners of the large estates are commonly ab
sentees, preferring a lesser income without effort so that they may live in 
the cities to a more effective management of their holdings. Finally, in 
perhaps no other European country is the church so important a land
owner, or so solidly entrenched in political power. Because mortmain prop
ertit•s are in principle inalienable, the concentration of land under the 
control of the Church increases with each new bequest and never decreases. 

Purely feudal tenures are no longer in evidence in Spain, although the 
property rights of the Spanish nobility under the kingdom were of a quasi
felldal character, consisting primarily of hereditary grants nominally be-

st See International l.abour Office, Ths Rt~presentation and Organi8ation of 
Agrirulturn.l lJ'orkeTI, pp. 191-192. 

sr. See F.. Martint"z 1 de Bujanda ], "C,Qrporath·e Or~nnisntion of Agriculture in 
Portugal," Jntt>rnational Jl,.t,irw of Agrirulture, 29:7HE~6E, February, 1938.. . 

u The prest"nt summary is bnsrd mainly on the fo~lowmJ!' s~urces: E. ~lartmez 
de nu,innda. UA~rnrinn Reform in Spain," lr~ttrnahonal Re'C'~ew f{ Agnt"ulturtJ, 
24:1IaF..-J:Jol·~, April, ]933; Frrdinnnd Kri~ssman.?• J>aa spanurrh~ 1grarproblt'm 
und di~ l"flrlurh 11 : 11 lt•inPr LO:fung, Ttihm~t"r Staatswissenschafthche Abhand· 
lungen, 4. l''ulge, Heft 7 (Stuttgart: W. Kohlhammer, 1934). 
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lonj;!in!( to the crown. Since this did not limit the rights of the landlord in 
the-actual maf\-'gemcnt of the estate, or extend through subinfcuda lion to 
heredit:lr\" ten:lncies with feudal rights on the part of the actual cultivator, 
the chief.effect of this remnant of feudalism was to reduce or eliminate 
the t:l:< burden borne by !:lrge landowners. 

Although e:<:lct figures are not available, it does not appear that tenancy 
is a common mode of property arrangement. Cash or other fixed rentals 
are few. and share tenancy is also relatively unimportant, except in Cata
lonia. The large estates are primarily latifundia, that is, dependent upon 
nrious types of hired agricultural bbor. The marked importance of the 
brge estates before the agrarian reforms undertaken under the Repub
lican regime (and therefore presumably at the present time, since the re
distributions were mainly cancelled), is el·ident from the fact that some 
four-hundredths of one per cent of the total holdings comprise about one
fourth of the total agricultural area." 

Communal ownership of pasture lands is frequent, especially in those 
northern regions where culth·ated bnd is held in extremely small units. 
The Republican go,·ernment contemplated the establi>hment of collective 
ownership of expropriated latifundias in· order to prevent uneconomic 
di>ision. The fate of these schemes is uncertain, but they were probably 
abolished by the Franco government. 

The extreme disparity in size of farm establishments has been fostered 
by differences in pro,·ision for succession. The quasi-feudal tenures apply
ing to the large estates have placed them in effective entail. The mortmain 
estates of the Church have been similarly protected. On the other hand, 
pri>ate peasant properties are subject to equal division among heirs. The 
effect of the differences is to increase the disparity in size of holdings with 
each succeeding generation. 

Lack of capital among small landowners has created an extensi,·e debt 
structure, which serves further to concentrate ownership of land through 
foreclosure and subsequent operation by absentee owners. 

2. The land reforms undertaken by the Republican go,·ernmcnt appear 
now to be mainly of historical interest. For this reaso,n the prol·isions of 
the reform legislation, which were about as complex u any redistribution 
schemes undertaken in Europe during the interwar years, need be re
•·iewed here only in the most general terms. 

Lands belonging to the Spani•h crown and those of the nobility who had 
been most opposed to the Republican government were to be completely 
expropriated without compensation. Other estates aho\'e certain minima 
determined by region, land use, and so on were subject to expropriation 
with partial compensation. The mortmain estates of the Church were 

11 ~ar;.~d upr·~ data_.~iven by !tfartinez de Bujanda, "Agrarian Reform in Spain," 
lrJr. ~~~~ pp. llf,f':-1111' .. Yrorn thr "ame "oun·e it npJwars thnt ~Hi per c•·nt of th~ 
hr,Jdm5Z'I are under 10_ hrdare~~;. hut inrlude only 3fi per cent of the agricultural 
area. A large proportwn of these 'mall holdings are under 1 hectare. 
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largely confiscated ... Communal pastures, rough pastures privately owned 
and certain "model farms" were exempted from expropriat•on. ' 

Those who were to benefit by the reforms included, in order, landless 
farm workers, societies of agricultural workers, small landowners, and 
renters or share tenants. 

Since the reform was intended to cause no interruption of production, 
the state acted as landlord, collecting rents or paying workers until final 
disposition was made. Improvement through irrigation, intensification of 
land use, and a stabilized credit situation were all contemplated as part 
of the reform. 

Whether the reforms had any lasting effect, such as placing in cultiva
tion additional lands formerly part of the large estates, is not clear. It is 
certain that most of the newly established peasant owners were dispos
sessed after the successful counter-revolution and that the pre-reform 
situation has been re-established so far as the general institutional struc
ture is concerned. 

S. and 4. For reasons already noted, the present situation of agricul
tural workers in Spain is difficult to assess. The difficulty is enhanced by 
the absence of adequate occupational statistics showing the number and 
proportion of those gainfully occupied in agriculture who must depend on 
wage labor. So far as economic position is concerned, the holders of tiny 
plots may be grouped with employees of the latifundias, most of the share 
tenants, and others with little or no independent capital or security. In
deed, the small holders must also seek wage labor to supplement the in
come from the meager produce derived from their plots.•• 

Although the Republican government contemplated not only increased 
peasant proprietorship but also various measures for increased social se
curity, it is doubtful if the farm workers are given much special protection 
at present. They seem to be nominally represented in the "corporate" 
economy, but without visible benefits. 

88Jn addition to the sources cited in note 86, above, see E. Martinez de Bujanda, 
"The Development of the A~rarian Reform in Spain," International Revitw of 
.tl.grirulturo, 26:252E-263E, July, 1935. . . . 

se See International Labour Office, The Repnuntatwra and Organ&~atwn of 
.A.qrirultural JVorker.:., pp. 193-19-1-; AnJrel Lera d~ IsiR, .L.a ret'?h~rWn campe1i?a; 
HnmfJTU y milerUu del proletariado rural (Madrid: Ed1c16n B1bhoteca Athinttco, 
1931). 
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APPENDIX IY 

• 
TABLES SHOWING INDUSTRIAL RESOURCES AND 

DEVELOPMENT 

THIS Appendix is a technical supplement to the last section of Chapter IV. 
Table 1 shows the ratio of males gainfully occupied in industry to those 
gainfully occupied in agriculture, as a measure of economic modernization 
in the broad sense of industrialization plus occupational specialization and 
market development. Commercial, financial, and service (including pro
fessional) occupations constitute a residual category measured indirectly 
by this ratio. Table 2 compares the rank order of certain European coun
tries as shown by two indexes of industrial development, and Table 8 shows 
weighted indexes of manufacturing production from a common base year 
for two major European regions. Tables 4-8 summarize data on the produc
tion and known reserves of certain power resources (coal and petroleum) 
and iron ore in Eastern and Southern Europe. 
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TABLE 1 

Ratio of ~!ales Gainfu~ly ?ccupied in l\Iining and Industry to 
l\Iales Gamfully Occup1ed m Agriculture, European Countries," 

around 1930 

(I) (2) (3) 

Countries Males in Males In 
A~riculturet lndustry2 Ratio: 

(OOO's omitted) (OOO's omitted) [(2)/(1)] x!OO 

Albania 240 20• 8.33 
Austria 627 8U 129.82 
Re!!(ium 489 1,426 291.62 
Bulllaria 1,173 229 19.52 
Czechoslovakia 1,484 1,939 130.66 
Denmark 392 365 93.11 
Estonia 204 71 34.80 
Finland 635 186 29.29 
France 4,394 5,155 117.32 
Germuny 4,552 10,461 229.81 
Greece 993 356• 35.85 
Hun!(ary 1,552 749 48.26 
Ireland 550 165 30.00 
ltalv 6,475 3,998 61.75 
LatVia 375 118 31.47 
Lithuania 546 57 10.44 
Netherlands 529 1,066 201.51 
Norway 264 249 94.32 
Poland 5,636 2,019 35.82 
Portuj!:al 999 379' 37.94 
Roumania 4,064 618 1.5.21 
Spain 3,728 2,4500 65.72 
Swf'dt"n 697 741 106.31 
Switzerland 353 645 182.72 
Pnited Kingdom 1,245 7,338 589.40 
Yugoslavia 3,219 593 18.42 

Europe, Total• 45,415 42,207 92.94 

• Exducling Andorra, Liechtenstein, Luxembourg, Monaco, San Marino, Turkey, 
and USSR. 

'From Appendix I, Table 18. 
2 Source, unless otherwise indicated, is International Labour Office, Year Book 

of Lobo"r Stuti.tir~, 1941 (Montreal: 1942), pp. 9-17. 
a Estimate. ~ 
• Grf"ece, Statistif1ue Gfonforale de Ia Gr~ce, AnnuairB Statiltique dB la GrAce, 

1935 (Athens: [1936?]), p. 48. 
5 Portugal, Instituto Nacional de Estatfstica, Antuirio Edatistic-o de Portyga.l, 

19:31) (Lisbon: 19:37), pp. 21-2:3. 
• Spain, Direcci6n General de Estadlstica, Anuario E1tadlltico d• E1paiia, 1942 

(!llodrid: 1942), pp. ~6-109. 
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TABLE 2 

Comparison ot Rank Order of Certain European Countries in Two 
Indexes of Industrial Development 

Per Capita Value of 
Manufaeturing Produetion• 

Sweden 
United Kingdom 
Belgium 
Germany 
Denmark 

Nether lands 
Finland 
France 
Austria 
Czechoslovakia 

ItAly 
Hungary 
Spain 
Poland 
Roumania 

• From Column 2 of Table 11 in tbe tezL 

Per Capita Value of 
Machinery• 

United Kingdom 
Germany 
Belgium 
Nether lands 
Sweden 

Denmark 
Austria 
France 
Czechoslovakia 
Italy 

Finland 
Hungary 
Spain 
Poland 
Roumania 

• From Eugene Staley, WOTld Ec01Wmy ia Tra,..itioa (New York: Connell on 
Foreigu Relatioru, 1939), p. 70, based upon data around 1925 given by Ernst 
Wagemann, Bt,..kt•r •ad R/,ythmu d.,. W olllDiruchaft (Berlin: Reimar Hob bing, 
1931 ), pp. 406-408. 
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TABLE 3 

Index of l\Ianufacturing Production in Certain European Coun
tries, 1936-1938 

(1913 = 100) 

Index of 
Countries Productiont 

Northern and IV 61tern Europo 
Austria 124.9• 
Belgium 119.5 
Denmark 198.7 
Finland 316.3 
France 118.4 
Germanv 138.3 
N etheriands 197.1 
Norway 252.8 
Swt"den 217.7 
Switzerland 76.0b 
United Kingdom 124.4 

Ecutern and Southern Europe 
Czechoslovakia 134.0 
Estonia 145.3 
Greece 209.7 
Hungary 124.6 
Italy 175.3 
Latvia }4.5.2• 
Poland 93.2 
Roumania 156.0 
Spain 117.4& d 

a Includes mining. 
b Uncertain figure, probably too low. 
e 1910 = 100. 
d 1931-1935. 

Weighted 
Weight• Averagee 

139-'6 
1.67 2.09 
4.35 5.20 
2.01 8.99 
1.34 4.24 

14.72 17.43 
34.45 47.64 

3.68 7.25 
1.00 2.52 
4.34 9.45 
1.67 1.27 

30.77 38.28 

146.£3 
16.92 22.67 

1.54 2.24 
3.08 6.46 
6.15 7.66 

38.46 67.42 
8.08 4.47 

10.77 10.04 
4.62 7.21 

15.38 18.06 

• By the method of a "weighted arithmetic mean" only the total figures for each 
region are sig-nificant. 

1 From unpublished data developed by the Economic, Financial and Transit De
partment of the Le&fl'Ue of Nations. 

I The weights assigned are the proportional shares of world value of manufac
turing production for each country, converted to a basis of 100 for the total of 
each region. Source is the same as indicated in preceding note. 
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TABLEt 

Production of Coal and Lignite in Eastern and Southern Europe, 
Annual Average, 1931-19351 

(In 'Thousands of Metric Tons) 

Coal LiKDite 

ProductiOil Productl011 
Count17 Estimated Annual per Annual per 

Population. A..,. .. Thousand Avera~ Thousand 
19..U. iD ProductiOil, Population, Production Populatioa., 

Tbousaudo 1931-1935 In Tons 1931-1935 In Tona 

Bulf!'ri& 6,020 87 14.5 1,546 266.8 
CRcl>osloY&Ida 15,020 11,301 762.4. 16,762 l,M9.4. 
Greece 6,630 - - 108 16.8 
Hungary 8,841 810 91.8 6,178 698.2 
IWy 42,217 828 7.8 415 9.8 
Poland 33,024. 80,447 922.0 80 0.9 
Portugal 7,090 202 28.11 18 2.5 
Ron mania 18,800 235 12.11 1,587 81.8 
Spain 24,242 6,579 271.4 8HI 18.0 
Yugosla-rla 14,514. 888 26.7 4,068 279.8 

Gennanya 66,178 128,928 1,948.1 188,420 2,016.1 

a Including the Saar. 
t Production data are from Btotiltkt>l Y Mr-Boo" of tA• L•ogtU of N alioRI, 

1986-37, pp. 127, 128; estimated populationo are from ibid., p. 22. 
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TABLE 5 

Estimated Coal and Lignite Reserves m Eastern and Southern 
Europe' 

(In l\lillions of l\Ietric Tdns) 

O>al Lignite 

Country Actual Probable Actual Probable 
Reserve Reserve Reserve Reserve 

Bul~aria - 30 - 358 
Greece - - 10 -
Hungary 4 109 354 1,250 
Italy I 143 51 48 
Poland - 2,525 - -
Portugal 20 - - -
Roumania - - a 36 
Spain 5,826 2,175 394 373 
Yu~oslavia 2 43 1,758 2,402 

1 From The Conl Rnourrt>lf of the JVorld, Twelfth International Geological 
Congress, as reproduced in Elwood S. Moore, Coal, 2nd ed. (Sew York: John 
Wilt"y and Sons, 19 ... 0), pp. 421-422. The figures are estimates made around 1913, 
based on seums more than one foot thick Jyin~ up to 4,000 feet deep, and more 
than two feet thick lying 4,000 to 6,000 feet deep. The data are incomplete for 
countries established by the peace treaties following the First World 'Var. 

TABLE 6 

Production of Petroleum in Eastern and Southern Europe, An
nual Average, 1931-1935' 

(In Thousands of l\Ietric Tons) 
• 

Annual Estimated Production 

Country Avf'ra~ PopuJation Per Thousand 
Production, 1933, in PopuJation, 

1931-1935 Thousands in Tons 

Czt"choslovakia 20 15.020 1.3 
Italy 21 42,217 .6 

Poland 656 33,024 16.8 

Roumania 7,666 18,800 407.8 

Germany• 289 66,178 u 

• Including the Saar. 
1 Production data are from Stnti.atical J' ear-Book of the League of l't..,. atiom, 

1936-37, p. 1~6; estimated populations are from ibid., P· 22. 
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TABLE 7 

Estimated Oil Reserves in Eastern and Southern Europe, 
around 19401 

Albania 
Csecl>osl.,,.akla 
HungarJ 
Italy 
Poland 
Roamania 

Country 
Estimated Reserve 

(Milllona of Barrels) 

n 
1 

75 
1 

80 
8113 

1 From "Post-War Seclion,R Oil ..... a ... J .. ,..,.z, NoYember 18, 1944. 

TABLE 8 

Production of Iron Ore in Eastern and Southern Europe, Annual 
Average, 1931-19351 

(In Thousands of Metric Tons) 

Annual Estimated Production 
AYerage Population per Thousand 

Country Production, 1933, In Population, 
1931-1935 Thousands In Tona 

CoecborJoyaJda 760 15,020 50.6 
G.-,e 144 6,630 21.7 
Hun«&ry 90 8,841 10.2 
Jtalya 520 42,217 12.8 
Poland 220 83,024 < 6.1 
Portugal 8 1,090 0.4 
Roamania 52 18,800 2.8 
Spaina 2,298 24,242 94.8 
y "«"8la'ria 125 14,1114 8.8 German,.. 8,888 88,178 51.2 

• Includlnr a small quantity of manganiferous Iron ore. 
• IncludiDr the Saar. 
• Production data are from BtGtutlcal Y OM-Book of "" Loagw of N atio.,, 

,11138-8'7, p. 136; atlmated populations are from ibid. p. 22. 
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Report on the Work of the Tenth Session 
of the • 

Fiscal Committee of the League of Nations 

I. INTRODUCTION 

The Fiscal Committee held its tenth session in London 
from March 20th to 26th, 1946. 

The following were present: 

M. Rodolphe PuTMAN, Honorary Secretary-General, Director-General 
of Taxes, Ministry of Finance of Belgium, ChairmtJn; 

Mr. Mitchell B. CARROLL, Counsellor-at-Law, former Special Attorney, 
United States Treasury; 

Mr. Herbert P. FALEs, Second Secretary, American Embassy, London; 

M. Jacob Stein B£RGH-JACOBSEN, Financial Secretary, Norwegian 
Embassy, London, representing M. Christen Urbye, Director, 
Miniotry of Finance of Norway; 

Mr. C. Fraser ELLIOTT, K.C., C.M.G., Deputy Minister of National 
Revenue (Taxation) of Canada; 

M. A. M. EscaaR, Counsellor, and M. Eric B. .. aav, Fint Secretary, 
Swiss Legation, London, replacing M. Hano Blau, former Direc
tor of Federal Taxes, deceased; 

M. Bjorn Gustaf PaYTz, Envoy Extraordinary and Minister Pleni
potentiary of Sweden, London, representing Dr. Carl W. U. de 
Kuylenstierna, Judge of the Supreme Administrative Court of 
Sweden; 

M. Armando SERVIN, Technical Adviser, Ministry of Finance, Mexico, 
replacing M. Carloo P. Jimenez, former Director of Taxatioe, 
Peru, deceased; 

Dr. J. H. R. S1NNINGBB DAMSTB, Judge of the Supreme Court of the 
Netherlands, former Director-General of Taxeo; 

Sir Clifford WAKELY, Deputy Chairman, and Mr. Robert WILLIS, 
Assistant Secretary, Board of Inland Revenue of the Uni1ed 
Kingdom. 

The International Chamber of Commerce wao represented by 
Mr. J. P. DAVIJ<S and Mr. M. T. MENZIES, ofthe Double T•xation 
&lib-Committee of the British National Committee. 
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The Comffiittee .wishes to express its appreciation to the 
British Government for the hospitality and the facilities it 
enjoyed during the stay of its members in the United King
dom and wishes to put on record its gratification at having 

·been able to hold its last meeting in London. 
It desires also to pay tribute to the memory of the two 

members it lost since its last meeting, Hans BLAU, of Switzer
land, and Carlos P. JIMENEZ, of Peru, who, while pursuing 
distinguished careers as civil servants in their own countries, 
made most valuable contributions to the work of the Com
mittee and won the affection and respect of all their colleagues. 

The Fiscal Committee expresses its grateful recognition 
to its secretary, M. Paul DEPERON, for the enlightened and 
wholehearted collaboration he has given it, since 1931, with 
the utmost understanding and competence. 

II. MODEL BILATERAL TAX CONVENTIONS 

During the last session which the Committee held before 
the war, in June 1939, it was suggested that a revision should 
be undertaken of the model bilateral conventions on tax 
matters which had been prepared in 1928 by the General 
Meeting of Government Experts on Double Taxation and 
Fiscal Evasion 1. 

These models had proved of the greatest value in facili
tating the negotiation of tax treaties, and t}le Committee 
stated in 1935 that: 

" The existence of model draft treaties of this kind has 
• proved of real use in such circumstances in helping to solve 

n;m~y of the ~chnical difficulties which arise in such nego
tl8bons. This procedure has the dual merit that on the 
o~e hand, in so far as the model constitutes the 'basis of 
bilateral .agreements, it creates automatically a uniformity 
?f practwe and legislation, while on the other hand, 

' masmuch as it may be modified in ~ny bilateral agreement 

and
1 };:!;'E of. Nationa document C.562.M.178.1928.11. Doubl~ Ta:eation 

Ez[Hn. on D:a,:,knT Rep~rt P'•••n~d by t"! General Meetinll of Government 
azatwn and Taz EviJ6wn. ' 

• 
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reached, it is sufficiently elastic to be adapted to the 
different conditions obtaining in different countries or 
pairs of countries." 1 

The numerous tax treaties which were concluded during• 
the decade which preceded the war contained, however, 
various improvements on the 1928 Model Conventions. 
The Fiscal Committee, for its part, had been able to carry 
further the work initiated by the General Meeting of Govern
ment Experts. Moreover, new trends and new problems had 
appeared in the fields of international trade and investment. 
Consequently, it seemed desirable to prepare new model 
conventions that would reflect the tecltnical progress achieved 
since 1928 and codify the views and recommendations that 
had been expressed by the Fiscal Committee in the course 
of its various sessions. I 

This work of revision and codification was undertaken by 
a Sub-Committee which met at The Hague in April 1940, 
and was continued by two Regional Tax Conferences which 
were held, under the auspices of the Fiscal Committee, in 
Mexico City in June 1940 and July 1943. 

The Committee has now studied the result of this work.1 

It wishes to express its agreement with most of the conclusions 
which were reached by the experts who met in Mexico City 
in 1943 and is of opinion that the Model Conventions prepared 
by those experts represent a definite improvement on the 
1928 Model Conventions. Nevertheless, since.the membership 
of the Mexico City and London meetings differed consider
ably, it is natlu-al that the participants in the London meeting 
held, on various points, different views from those which 

1 League of Nations document C.252.M.124.1935.II.A. Fiscal Committee: 
Repon lo llae Council on t/u Fifth Session of 1M Committee. Geneva, June 
1935. 

1 See, in particular, League of Nations document C.252.M.124.1935.II.A. 
Repon lo 1M Council on t/u Fifth Susion of 1M Committee, pages 5 et aeq. 
Revised text of the draft Convention for the allocation of busineaa incott\e 
between States for the purposes of taxation. 

1 League of Nations document C.2.M.2.1945.II.A. Fiscal Committee: 
Model Bilakral Conwmtiono for 1M Pre~>ention oflnkrnational Double Taza
tion and Fi.6cal EP~JSion. Secand Regional Tax Conferenct~, Muico, D.r.: July 
1943. Geneva,.t945. 
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inspired the' Model Conventions prepared in Mexico. The 
general structure of the Model Conventions .drafted at the 
present session is sitnilar to that of the MeXIco models. A 
certain number of changes have been made in the wording, 

' and some articles have been suppressed because they con
tained provisions already implied in other clauses. On other 
points, new articles have been inserted to make use of certain 
innovations contained in conventions, such as those between 
the United Kingdom and the United States, concluded since 
the 1943 meeting. Virtually, the only clauses where there is 
an effective divergence between the views of the 1943 Mexico 
meeting and those of the 1946 London meeting are those 
relating to the taxation of interest, dividends, royalties, 
annuities and pensions. The Committee is aware of the fact 
that the provisions contained in the 1943 Model Conventions 
may appear more attractive to some States-in Latin America, 
for instance-than those which it has agreed during its present 
session. The two texts are therefore given on opposite pages 
in Annex A. The Model Conventions, as they now stand, 
can afford guidance to negotiators of tax treaties. The 
Committee thinks that the work done both in Mexico and 
in London could be usefully reviewed and developed by a. 
balanced group of tax administrators and experts from both 
capital·importing and capital-exporting countries and from 
economically-advanced and less-advanced countries, when·the 
Leag:ue work on international tax problems is taken over by 
the United · Nations. A commentary on the new Model 
Conventions will be published separately in t}J.e near future, 
in accordance with the procedure followed in connection 
with the 1943 Mexico Model Conventions. 

III. SUGGESTIONS FOR FUTURE WORK ON TAX 
PROBLEMS 

• 
. The Fiscal Committee is gratified to note the recommenda-

tion of the Preparatory Commission of the United Nations set 
fortlt in paragraph 34 of the Report of that Commission in 
regard to the desirability of establishing a Fiscal Commission 
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of the Social and Economic Council. This re~ommendation . 
reads as follows: 

" Fiscal CommiBBion. 

"34. This Commission would make studies and advise 
the Council on matters related to: 

"(a) International taxation problems; 
" (b) Exchange of information among States on the 

techniques of Government finance and on their 
social and economic effects; 

"(c) Fiscal techniques to assist the prevention of 
depressions or inflation; and 

" (d) Such functions of the Fiscal Committee of the 
League of Nations as the United Nations may 
decide to assume." 

(a) International Ta:r: Problems. 

These tax problems may in the main be considered under 
the following headings: 

1. Double taxation of income, estates and successions, 
property and capital, etc. ; 

2. 

3. 

4. 

5. 

6. 

Extra-territorial taxes; 

Discriminatory and special taxes on foreigners and on 
capital invested abroad; 

Special taxes on international transactions, such as 
taxes ~n the purchase of foreign exchange and remit-
tancl's abroad; 

Taxes on international communications and transport; 
• 

Mutual assistance between national tax administra-
tions in connection with the assessment and collection 
of taxes, including the prevention of fiscal evasion. 

The tax experts who have met under the auspices of the 
League of Nations since 1923 have considered most of thise 
problems in their major aspects and the Model Conventions 
which they drafted have exercised an influence as prevjously 
indicated, l'jpecially in the field of tht> prevention of inter-
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national double taxation and fiscal evasion: by facilitating ~he 
conclusion of numerous bilateral tax treaties. l\Iuch remams 
t be done however, especially on account of the constant 

0 ' • . h 
increase of tax burdens and also with a view to ass1stmg t e 

c desired revival of international trade and investment. Indeed, 
efforts to remove these obstacles on international economic 
intercourse which result from tariffs, preferences and other 
restrictive trade practices can be largely frustrated through 
the operation of tax laws. 

The Committee therefore desires to emphasise its belief that 
further studies should be made with a view to sohing these 
tax problems in the interest of world rehabilitation. Further 
comment on some of the details of the questions which arise in 
this connection appears in Annex B. The importance of inter
national tax problems is illustrated by the fact that, since the 
beginning of the 'twenties, well over sixty general treat if's have 
been concluded for the prevention of double taxation and that 
nearly 250 special agreements on various international tax 
matters were signed, not counting the treaties of friendship 
and establishment, the commercial treaties and other inter
national instruments that contain incidental clauses on tax 
matters. 

The Committee wishes to draw attention to the fact that, 
among the topics relating more especially to the· prevention 
of international double taxation, there are two which seem to 
require prompt consideration. In the first place, it is desirable 
to arrive at a comprehensive set of rules regarding the determi
nation and allocation of taxable income in the case of business 
enterprises carrying on their activities in more than one 
country. The provisions suggested by the Fiscal Committee 
for that purpose embody principles that are generally recog
r.ised as sound. These principles may, however, require some 
elaboration as regards the manner in which they should be 
applied to the various types of enterprises. In the second 
place, there persists a difference of opinion between capital
~po~ing ~nd capital-exporting countries as regards the 
taxation of mterest and dividends. Such divergencies might 
be more easily reconciled in the negotiation of tax treaties if 
studirs were undertaken of the various legal administrative 
and economic aspects of this problem. ' 
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The structure and incidence of a country's tai system have 
a direct influence on the capacity and willingness of domestic 
concerns to do business abroad as well a~ on the ability of the 
country to attract foreign capital and enterprises. It would • 
be difficult to remove the obstacles which taxation may oppose 
to international trade and investment without determining 
the manner in which the different types of taxes, considered 
separately and together, can be adapted to the social and 
economic conditions of the various countries. 

(b) Exchange of Information among States on the Techniques 
of Government Finance and on Their Social and Economic 
Effects. 

The Fiscal Committee recalls that work of this type was 
begun under its auspices and is pleased to think that this task 
may be effectively continued under the Fiscal Commission. 
The establishment of a repository of the texts of tax treaties, 
whether or not ratified, as well as regulations and decisions 
relative thereto, and a clearing-house between tax administra
tions of information not only. in regard to treaties but also 
including national tax laws and regulations, will be of value to 
countries in the improvement of their tax systems. This 
collection and distribution of information might usefully cover 
all forms of taxation, direct and indirect, national and local. 
The work could consist of periodical surveys and digests of 
treaties, laws and regulations, possibly complemented by 
statistical data, and of special studies on particular tax pro
blems. lnten1ational digests and bibliographies of both 
official and unofficial publications on tax matters might also 
be useful to national revenue authorities and to the Fiscal 
Commission. 

(c) Fiscal Techniq'IU!s to assist the Pre1Jenlion of Depressions or 
Inflation. 

During the years immediately preceding World War 1!, 
the Fiscal Committee was engaged in a study of the relations 
between fiscal policy, structure of tax systems, yield of taxes 
and economic fluctuations. The conditions of economic 
stability andedevelopment no doubt belong to the field of the 
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general economist. Nevertheless, it may be found convenient 
that a committee of tax administrators and experts should 

t d the practical ~ffects of tax legislation and administra-
suy db. 
tion from the point of view of Government revenue an usmess 

• activity. Moreover, the tax require~ents of the dev.elopment 
of economically-less-advanced countnes call for special study. 

(d) Such Functions of the Fiscal Committee of the League of 
Nations as the United Nations may decide to assume. 

During the first years of its existence, the Fiscal Committee 
concentrated its attention on the problems of international 
double taxation and prevention of fiscal evasion in the matter 
of income and other direct taxes. In this connection, it 
carried out detailed studies concerning the determination and 
allocation or apportionment for tax purposes of the income of 
enterprises doing business in more than one country. At the 
same time, it considered the international problems which arose 
with respect to the taxation of motor vehicles, bills of exchange, 
promissory notes, cheques and similar documents, of news
papers and periodicals, and double taxation in regard to 
turnover taxes. Later, it was engaged in studies on fiscal 
policy and economic fluctuations, on the sensitiveness of the 
yield of taxes to the business cycle and on the technical pro
blems of direct taxation. These latter studies, in particular, 
proved of definite value to countries in Latin America and 
other parts of the world which were contemplating the modern
isation of their tax systems. 

The Secretariat published, under the su~rvision of the 
Fiscal Committee, a CoUection of Inlerrudi()'IUJ}, Treaties and 
In.lernal Measures fC¥f' the Prevention of Double Taxation and 
<li'iscal Evasion and a series of volumes on the Taxation of 
Foreign and National Enterprises which included descriptions 
of the income tax systems of over thirty countries in so far as 
they affected enterprises engaged in international business. 
Comparative studies were prepared for the mutual information 
r?£ national tax administrations on questions such as taxable 
mcome, fiscal domicile and residence, tax adminiMtration, 
met~ods of tax assessment and collection, legal protection of 
taxpayers. 
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The Committee co-operated with other Lea~e committees 
on matters of common interest, for instance, with the Eco
nomic Committee in 1929 with respect .to the treatment of 
foreigners. In 1945, a Joint Committee of members of the. 
~conomic, Financial and Fiscal Committees was set up to 
study the " Conditions of Private Foreign Investment ". 
The report of that Joint Committee is soon to be published. 
It is an attempt to formulate certain standards of conduct 
which should inspire the various interests concerned in capital
receiving and capital-exporting countries so as to bring 
about a revival of private foreign investment. · The Fiscal 
Committee was also represented by one of its members for 
several years at the meetings of the Financial Committee, 
who took part in the discussions of that Committee in an 
advisory capacity. 

The various forms of activity of the Fiscal Committee 
which might usefully be continued by the Fiscal Commission 
and its secretariat may be summarised as follows: 

1. Consultation: To hold or arrange periodical meet
ings, general or regional, enabling tax administrators and 
experts to carry out the various objectives enumerated 
above, to discuss problems where exchange of views may 
be of value and to promote mutual understanding through 
direct contacts; 

2. Advice: On request, and on its own initiative, 
to formulate proposals or recommendations on tax matters 

• to the Social and Economic Council or other international 
agencies and Governments; 

3. Assistance: To arrange, when required, for ad vic';; 
or technical help through its members, the secretariat or 
other experts, to particular national tax authorities; 

4. Research: To carry out enquiries into the legal, 
administrative, technical, economie,- statistical, account
ing and other aspects of the tax problems coming dp 
before the Commission; 

5. Information: To issue periodical and special. pub
lications • presenting particularly to international and 

• 



national authorities information concerning tax treaties, 
legislation, administration and practice; 

6. Liaison: 'In addition to the official relationships 
inherent in the functions enumerated above, to maintain 
relations with such non-official organisations as business, 
professional and academic associations, international and 
national, in so far as they study tax problems. 
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1. MODEL BILATERAL CONVENTION FOR THE 
PREVENTION OF THE DOUBLE TAXATION 

OF INCOME 

Mexico Draft. 

Article I. 

1. The present Convention is designed to prevent double 
taxation in the case of the taxpayers of the contracting States, 
whether nationals or not, as regards the following taxes: 

A. With reference to State A: 

1. 
2. 
3. 

• ••••••••• 0 ••••••••• 0 • 0 •••••••••••• 

• ••••• 0 •••• 0 •• 0 ••••• 0 •••••• .._ •••• 0 ... 

B. With reference to State B: 

1. 
2. 
3. 

• 0 •••••••••••••• 0 ••• 0 •••• 0 0 •••••••• 

• ••••••• 0 ••••••••• 0 •••••••••••••• 0 • 

• ••••• 0 •• 0 ••••••• 0 ........ 0 •• 0 •••••• 

2. It is mutually agreed that the present Convention 
shall apply also to any other tax, or increase of tax, imposed 
by either contracting State subsequent to the date of signature 
of this Convention upon substantially the same bases as the 
taxes enumerated in the preceding paragraph "of this Article. 

Article II • 
• 

Income from real property shall be taxable only in the 
State in which the property is situated. 

Article Ill. 

• 1. Income from mortgages on real property shall be 
taxable only in the State where the property is situated. 

:II Income. from mortgages on sea and/or air vessels shall 
be taxable only in the State whore such vessels lfre registered . 

• • 



1. MODEL BILATERAL CONVENTION FOR THE 
PREVENTION OF THE DOUBIJjl TAXATION 

OF INCOME AND PROPERTY 

London Draft. 

Article I. 
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1. The present Convention is designed to prevent double 
taxation in the case of the taxpayers of the contracting States, 
whether nationals or not, as regards the following taxes: 

A. 'Vith reference to State A: 

1. 
2. 
3. 

•••••••••• 0 ••••••••••••••• 0 0 ••••••• ' . 
• 0 ••••••• 0 •••••••••••• 0 •• 0 0 ••• 0 •••• , 

• 0 •••••••• 0 ••••••• 0 ••• 0 ••••••••• 0 ••• 

B. With reference to State B: 

1. 
2. 
3. 

••••••• 0 • 0 ••••••••••••• 0 0 0 • 0 •••••• 0 , 

• •••••• 0 • 0 ••••••••••••••••••••••••• ; 

• ••••• 0 0 0 •• 0 •• 0 •••••••••••••••• 0 •••• 

2. It is mutually agreed that the present Convention 
shall apply also to any other tax, or increase of tax, imposed 
by either contracting State subsequent to the date of signature 
of this Convention upon substantially the same bases as the 
taxes enumerated in the preceding paragraph of this Article. 

Article II. 
• Income from real property shall be taxable in the State 

in which the property is situated. 

Article III. 

1. Income from mortgages on real property shall ~ 
taxable in the State where the· property is situated. 

2. Income from mortgages on sea andfor air vessels t~hall 
be taxable bt the State where such vessels are registered. 

2 
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Article IV. 

1. Income from any industrial, commercial or agricultural 
business and from any other gainful activity shall be taxable 
only in the State where the business or activity is carried out. 

2. If an enterprise or an individual in one of the contract
ing States extends its or his activities to the other State, 
through isolated or occasional transactions, without possessing 
in that State a permanent establishment, the income derived 
from such activities shall be taxable only in the first State. 

3. If an enterprise has a permanent establishment in 
each of the contracting States, each State shall tax that part 
of the income which is produced in its territory. 

4. As regards agricultural and mining raw materials and 
· other natural materials and products, the income which 
results from prices prevailing between independent persons 
or conforming to world market quotations shall be regarded 
as realised in the State in which such materials or products 
have been produced. 

Article V. 

Income which an enterprise of one of the contracting 
States derives from the operation of ships or aircraft registered 
in such State is taxable only in that State. 

Article VI. 

1. Directors' percentages, attendance fees and other 
special remuneration paid to directors, managers and auditors 
of companies are taxable only in the State where the fiscal 

· domicile of the enterprise is situated. 

2. If, however, such remuneration is paid for services 
rendered in a permanent establishment situated in the other 
contracting State, it shall be taxable only in that State. 

Article VII. 

1. Compensation for labour or personal services shall be 
tax..ble only in the contracting State in which such services 
are rendered. 
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Article IV. 

1. Income derived from any industrial, commercial or 
agricultural enterprise and from any othe"r gainful occupation 
shall be taxable in the State where the taxpayer has a per- • 
manent establishment. 

2. If an enterprise in one State extends its activities to 
the other State without possessing a permanent establishment 
therein, the income derived from such activities shall be 
taxable only in the first State. 

3. If an enterprise has a permanent establishment in 
each of the contracting States, each State· shall tax only 
that part of the income which is produced in its territory. 

Article V. 

Income which an enterprise in one of the contracting 
States derives from the operation of ships or aircraft engaged 
in international transport is taxable only in the State in 
which the enterprise has its fiscal domicile. 

Article VI. 

1. Remuneration for labour or personal services shall be 
taxable in the contracting State in which such serviceso. are 
rendered. 
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' 2. A person having his fiscal domicile in one contracting 
State shall, however, be exempt from taxation in the other 
contracting State in respect of such compensation if he is 
temporarily present within the latter State for a period or 
periods not exceeding a total of one hundred and eighty-three 
days during the calendar year, and shall remain taxable in 
the first State. 

3. H the person remains in the second State more than 
one hundred and eighty-three days, he shall be taxable therein 
in respect of compensation he earned during his stay there, 
but shall not be taxable in respect of such compensation in 
the first State. 

4. Income derived by an accountant, an architect, a 
, doctor, an engineer, a lawyer or other person engaged in the 

practice of a liberal profession shall be taxable only in the 
contracting State in which the person has a permanent esta
blishment at, or from, which he renders services. 

5. H any such person has a permanent establishment in 
both contracting States, he shall be taxable in each State only 
on the income received for services rendered therein. 

Article VIII. 

1. Salaries, wages and other remuneration paid by one 
of the contracting States, or by public bodies, institutions or 
services depending on it, to its nationals carr.ying out public 
functions in the other State shall be taxable only in the first 
State, provided that these functions are included within the 
normal field of activity of the State, as this field is defined by 
international usage. 

2. Public pensions shall be taxable only in the State of 
the debtor entity. 

Article IX. 

'-'Income from movable capital shall be taxable only in the 
contracting State where such capital is investe<l.. 
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2. A person having his fiscal domicile in one' contracting 
State shall, however, be exempt from taxation in the other 
contracting State in respect of such re~uneration if he is 
temporarily present within the latter State for a period or 
periods not exceeding a total of one hundred and eighty-three 
days during the taxable year, and shall remain taxable in 
the first State. 

3. If a person remains in the second State more than 
one hundred and eighty-three days, he shall be taxable therein 
in respect of the remuneration he earned during his stay 
there, but shall not be taxable in respect of such remuneration 
in the first State. 

4. Income derived by an accountant, an architect, an 
engineer, a lawyer, a physician or other person engaged on 
his own account in the practice of a profession shall be taxable • 
in the contracting State in which the person has a permanent 
establishment at, or from, which he renders services. 

5. If any person described in the preceding paragraph 
has a permanent establishment in both contracting States, 
he shall be taxable in each State only on the income for 
services rendered therein. 

Article VII. 

Salaries, wages, pensions and other remuneration paid by 
the Government, political subdivisions and governmental 
agencies of one of the contracting States to nationals of such 
State in respec~ of the performance of diplomatic, consular 
or other governmental functions in the other State, shall be 
taxable only in the first State, provided that these functions 
are included within the normal field of governmental functions 
and are not connected with the carrying on of a trade or 
business on behalf of the State, its subdivisions and its 
agencies. 

Article VIII. 

1. Dividends and other income from shares in a ~mpany 
and shares ofJ>rofits accruing to limited liability partner: in 

• 
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Artide X. . . 
1. Royalties from immovable property or in respect of 

the operation of a mine, a quarry, or other natural resource 
shall be taxable only in the contracting State in which such 

' property, mine, quarry, or other natural resource is situated. 

2. Royalties and amounts received as a consideration for 
the right to use a patent, a secret process or formula, a trade
mark or other analogous right shall be taxable only in the 
State where such right is exploited. 
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a limited liability partnership shall be taxable"only in the 
contracting State where the company or limited liability 
partnership has its fiscal domicile. • 

2. Notwithstanding the provisions of paragraph 1, divi
dends paid by a company which has its fiscal domicile in one 
contracting State to a company which has its fiscal domicile 
in the other contracting State and has a dominant participa
tion in the management· or capital of the company paying 
the dividends shall be exempt from tax in the former State. 

3. Dividends paid by, or undistributed profits of, a 
company which has its fiscal domicile in one contracting 
State shall not be subjected to any tax by the other contract
ing State by reason of the fact that the dividends or undis
tributed profits represent, in whole or in part, income derived 
from the territory of that other State. 

Article IX. 

1. Interest on bonds, securities, notes, debentures or on 
any other form of indebtedness shall be taxable only in the 
State where the creditor has his fiscal domicile. 

2. The State of the debtor is, however, entitled to tax 
such interest by means of deduction or withholding at source. 

3. The tax withheld at source under paragraph 2 of this 
Article shall in no case exceed ... % of the taxed interest. 

Article X • 
• 

• 

1. Royalties from immovable property or in respect of 
the operation of a mine, a quarry or other natural resource 
shall be taxable only in the contracting State in which such 
property, mine, quarry or other natural resource is situated: 

2. Royalties derived from one of the contracting States 
by an individual, corporation or other entity of the other 
contracting State in consideration for the right to use a patent, 
a secret process or formula, a trade-mark or other analogous 
right, shall not be taxable in the former State. 

3. If, however, royalties are paid by an enterprise of one 
contracting s,ate to another enterprise of the other cont:act-



24 MEXICO DRAFT - INCOME 

3. Royalties derived from one of the contracting States 
by an individual, corporation or other entity of the other 
contracting State, in consideration for the right to use a 
musical, artistic, literary, scientific or other cultural work or 
publication shall not be taxable in the former State. 

Article XI. 

Private pensions and life annuities shall be taxable only 
in the State where the debtor has his fiscal domicile. 

Article XII. 

Gains derived from the sale or exchange of real property 
shall be taxable only in the State in which the property is 
situated. 

Article XIII. 

" The State where the taxpayer has his fiscal domicile shall 
retain the right to tax the entire income of the taxpayer 
whether derived from its territory or from that of the other 
contracting State, but shall deduct from its tax «n such entire 
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ing State which has a dominant participation irf its manage
ment or capital, or vice versa, or when both enterprises are 
owned or controlled by the same int~rests, the royalties 
shall be subject to taxation in the State where the right in 
consideration of which they are paid is exploited, subject to 
deduction from the gross amount of such royalties of all 
expenses and charges, including depreciation, relative to such 
rights and royalties. 

'· Royalties derived from one of the contracting States 
by an individual, corporation or other entity of the other 
contracting State, in consideration for the right to use an 
artistic, scientific or other cultural work or publication shall 
not be taxable in the former State. 

Article XI. 

Private pensions and life annuities shall be taxable only 
in the State where the recipient has his fiscal domicile. 

Article XII. 

1. Gains derived from the sale or exchange of real property 
shall be taxable only in the country in which the property is 
situated. 

2. Gains derived from the sale or exchange of assets other 
than real property, appertaining to an industrial, commercial 
or agricultural enterprise or to any other independent occupa
tion, shall be taxable according to the provisions of Articles IV 
and V. • 

3. Gains derived from the sale or exchange of any capital 
assets other than those mentioned in the preceding paragraphs 
of the present Article shall be taxable only in the State where" 
the recipient has his fiscal domicile. 

Article XIII. 

The State where the taxpayer has his fiscal domicile shall 
retain ~he right to tax the entire income of the taxpayer 
whether derived from its territory or from that of the Qther 
contracting State, but shall deduct from its tax on such entire 

• 

• 
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income the lesser of the two following amounts: 

A. The tax collected by the latter contracting State on 
the income which is taxable in its territory according 
to the preceding Articles; · 

B. The amount which represents the same proportion in 
comparison with the total tax on the income that is 
taxable in both States as the income taxable in the 
other State in comparison with the total income. 

Article XIV. 

In the case of a taxpayer with a fiscal domicile in both 
contracting States, the tax, the collection of which under this 
Convention depends on fiscal domicile, shall be imposed in 
each of the contracting States in proportion to the period of 
stay during the preceding year or according to a proportion to 
be agreed by the competent administrations. 

Article XV. 

A taxpayer having his fiscal domicile in one of the contract
ing States shall not be subject in the other contracting State, 
in respect of income he derives from that State, to higher or 
other taxes than the taxes applicable in respect of the same 
income to a taxpayer having his fiscal domicile in the latter 
State, or having the nationality of that State. 

Article XVI. 

1. When a taxpayer shows proof that the action of the 
tax administration of one of the contracting States has resulted 
in double taxation, he shall be entitled to lodge a claim with 
the t,I,'X administration of the State in which he has his fiscal 
domicile or of which he is a national. 
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income the lesser of the following amounts: 

A. The tax collected by the other contracting State on 
the income which is taxable in ib!l territory according 
to the preceding Articles; 

B. The amount which represents the same proportion of 
the tax of the State of fiscal domicile on the entire net 
income of the taxpayer as the net income taxable in 
the other State bears to the entire net income. 

Article XIV. 

The provisions of the preceding Articles shall be applicable, 
mutatis mutandis, to taxes on property, capital or increment of 
wealth whether such taxes are permanent or are levied once 
only. 

.Article XV. 

In the case of a taxpayer with a fiscal fomicile in both 
contracting States, the tax, the collection of which under this 
Convention depends on fiscal domicile, shall be imposed in 
each of the contracting States in proportion to the period of 
stay during the taxable year or according to a proportion to 
be agreed by the competent administrations . 

.Article XVI. 

A taxpayer having his fiscal domicile in one of the contract
ing States shall not be subject in the other contracting State, 
in respect of income he derives from that State, to higher or 
other taxes than the taxes applicable in respect of the same 
income to a taxpayer having his fiscal domicile in the latter 
State, or having the nationality of that State. • 

.Article XVII. 

1. When a taxpayer shows proof that the action of the 
tax administration of one of the contracting States has 
resulted in double taxation, he shall be entitled to lodge a 
claim with the tax administration of the State in which h~ has 
his fiscal dorvlcile or of which he is a national. 
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2. Shoul<l the claim be admitted, the competent tax 
administration of that State shall consult directly with the 
competent authority ilf the other St~te, with a. view to reac~ing 
an agreement for an equitable av01dance of double taxation • 

Article XVII. 

• As regards any special provisions which may be necessary 
for the application of the present Convention, more particu
larly in cases not expressly provided for, the competent author
ities of the two contracting States may confer together and 
take the measures required in accordance with the spirit of 
this Convention. 

Article XVIII. 

1. This Convention and the accompanying Protocol, 
which shall be considered to be an integral part of the Com·en
tion, shall be ratified and the instruments of ratification shall 
be exchanged at ............................... as soon 
as possible. • 

2. This Convention and Protocol shall become effective 
on the first day of January 19. . • They shall continue effec• 
tive for a period of three years from that date and indefinitely 
after that period. They may, however, be terminated by 
either of the contracting States at the end of the three-year 
period or at any time thereafter, provided that at least six 
~onths prior notice of termination has been given, the term ina
bun to become effective on the first day of January following 
the expiration of the six-month period. 

Dvne in duplicate, at .............. this ............. . 
day of ................. , 19 ....• 



LONDON DRAFT - INCOME 29 

2. Should the claim be admitted, the c"mpetent tax 
administration of that State shall consult directly with the 
competent authority of the other State, wjth a view to reaching 
an agreement for an equitable avoidance of double taxation . 

Article XVIII. 

The provisions of the present Convention shall not be 
construed to restrict in any manner any exemption, deduction, 
credit, allowance, advantage and right of administrative or 
judicial appeal accorded to a taxpayer by the laws of either 
of the contracting States. 

Article XIX. 

As regards any special provisions which may be necessary. 
for the application of the present Convention, more particu
larly in cases not expressly provided for, and in the event of 
substantial changes in the tax laws of either of the contracting 
States, the competent authorities of the two contracting States 
shall confer together and take the measures required in 
accordance with the spirit of the present Convention. 

Article XX. 

1. This Convention and the accompanying Protocol, 
which shall be considered to be an integral part of the Conven
tion, shall be ratified and the instruments of ratification shall 
be exchanged at . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . as soon 
as possible. • 

2. This Convention and Protocol shall become effective 
on. the first day of January 19. .. They shall continue effec
tive for a period of three years from that date and indefinitely 
after that period. They may, however, be terminated by 
either of the contracting States at the end of the three-year 
period or at any time thereafter, provided that at least six 
months prior notice of terminaliion has been given, the termina
tion to become effective on the first day of January following 
the expiration of the six-month period. 

Done in duplicate, at ............. this ........ • ... . 
day of ....•......... , 19 .... . 

• 



30 MEXICO DRAFT - INCOME 

PROTOCOL 

• 
0 di to sign the Convention for the Prevention n procee ng . 

• of Double Taxation of Income concluded this day between 
and . . . . . . . . . . . . . . . . . . . . . . . . the 

~d~~i~~· . Pl~~i~~~tiaries have agreed the followi~g 
· · which shall form an integral part of the satd prOVlSlOnS, 

Convention. 

Artide I. 

The terms "taxpayer·of a contracting State " and "enter
prise of a contracting State" mean a taxpayer or an enterprise 
whose fiscal domicile is in the said State. 

Article II. 

1. For the purpose of the foregoing Convention, the term 
" fiscal domicile " means, in the case of an individual or of an 
enterprise belonging to an individual, the place where the 
individual has his normal residence, the term " residence " 
being understood to mean permanent home. 

2. Should a taxpayer possess a residence in both the 
contracting States, the competent administration shall deter
mine, by common agreement, the place of his main residence, 
which shall be considered as his fiscal domicile. In order to 
determine, as between several residences, the ~ain residence, 
the competent administration will take into account elements 
such as the duration, regularity, frequency of stays, the place 
.~·here the family of the taxpayer is usually present, the proxi
mity to the place where the party concerned carries out his 
occupation. · 

3. In the case of a taxpayer having a re!!idence in both 
of the contracting States of which either can be considered as 
l.is main residence, Article XVII of the Convention shall apply. 

4. The fiscal domicile of partnerslups, companies and other 
legal, entities or de facto bodies shall be the State under the 
laws of which they were constituted. 
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PROTOCOL 

On proceeding to sign the Convention for the Prevention • 
of Double Taxation of Income concluded this day between 
. . . . . . . . . . . . . . . . . .. . . . . . and . . . . . . . . . . . . . . . . . . . . . . the 
undersigned Plenipotentiaries have agreed the following 
provisions, which shall form an integral part of the said 
Convention. 

Article I. 

The terms " taxpayer of a contracting State " and " enter
prise of a contracting State " mean a taxpayer or an enter
prise whose fiscal domicile is in the said State. 

Article II. 

1. For the purpose of the foregoing Convention, the term 
" fiscal domicile " means, in the case of an individual or of an 
~nterprise belonging to an individual, the place where the 
individual has his normal residence, the term " residence " 
being understood to mean permanent home. 

2. Should a taxpayer possess a residence in both the 
contracting States, the competent administration shall deter
mine, by common agreement, the place of his main residence, 
which shall be considered as his fiscal domicile. In order to 
determine, as qetween several residences, the main residence, 
the competent administration will take into account elements 
such as the duration, regularity, frequency of stays, the place 
where the family of the taxpayer is usually present, the. 
proximity to the place where the party concerned carries out 
his occupation. 

3. In the case of a taxpayer having a residence in both 
of the contracting States of which either can be considered as 
his main residence, Article XIX of the Convention shall apply1 

4. The fiscal domicile of a partnership, company and any 
other legal entity or de facro body shall be the State in wlllch 
its real centra of management is situated. 

~ 
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Article III. 

Differences which arise concerning the nature of real pro
perty shall be settl~d in accordance with the legislation of thf.' 
territory where the propl.'rty is situated. 

Article IV. 

The term " enterprise " includes any kind of enterprise 
whether it belongs to an individual, a partnership, a company 
or any other }~?gal entity or de facw body. 

Article V. 

(" I. The term "permanent establishment" includes head 
offices, branches, mines and oil-wells, plantations, factories, 
workshops, warehouses, offices, agencies, installations, profes
sional premises and other fixed places of business having a 
productive character. 

2. A building site (chan tier de construction) constitutes a 
" permanent establishment" when it is destined to be used 
for a year at least or has been in existence for a year. 

3. The fact that an enterprise established in one of the 
contracting States has business dealings in another contracting 
State through an agent of genuinely independent status 
(broker, commission agent, etc.) shall not be held to mean 
that the enterprise has a permanent estabUshment in the 
latter State. 

4. ·when an enterprise of one of the contracting States 
· regularly has business relations in the other State through an 
agent established there who is authorised to act on its behalf, 
it shall be deemed to have a permanent establishment in that 
State. 

A permanent establishment shall, for instance, be deemed 
to exist when the agent: 

A. Is a duly accredited agent (foruM de pouvoir) and 
habitually enters into contracts for the enterprise for 
whieh he works; or 
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Article III. 

Differences which arise concerning the nature of real 
property shall be settled in accordance wtth the legislation of 
the territory where the property is situated. 

Article IV. 

The term " enterprise " includes any kind of enterprise 
whether it belongs to an individual, a partnership, a company 
or any other legal entity or de facto body. 

Article V. 

1. The term "permanent establishment " includes head. 
offices, branches, mines and oil-wells, plantations, factories, 
workshops, warehouses, offices, agencies, installations, profes
sional premises and other fixed places of business having a 
productive character. 

2. A building site ( chantier de c0'118truction) constitutes a 
" permanent establishment " when it is destined to be used 
for a year at least or has been in existence for a year. 

3. The fact that an enterprise established in one of the 
contracting States has business dealings in another contracting 
State through an agent of genuinely independent status 
(broker, commission agent, etc.) shall not be held to mean that 
the enterprise has a permanent establishment in the latter 
State. 

4. When an enterprise of one of the contracting States 
regularly has business relations in the other State through an 
agent established there who is authorised to act on its behalf,' 
it shall be deemed to have a permanent establishment in that 
State. · 

A permanent establishment shall, for instance, be deemed 
to exist when the agent: , 

A. Is a duly accredited agent (Jande de pouooir) and 
habitually enters into contracts for the enterprise for 
which he works; or ,. 

' 
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B. Is bound by an employment contract and habitually 
transacts business on behalf of the enterprise in return 
for remuneration from the enterprise; or . . 

C. Is habitually in possession, for the purpose of sale, of 
a depot or stock of goods belonging to the enterprise. 

5. As evidence of an employment contract under the 
terms of B above may be taken, moreover, the fact that the 
administrative expenses of the agent, in particular the rent of 
premises, are paid by the enterprise. 

6. The fact that a broker places his services at the disposal 
of an enterprise in order to bring it into touch with customers 
does not in itself imply the existence of a permanent establish
ment for the enterprise, even if his work for the enterprise is, 
to a certain extent, continuous or is carried on at regular 

• periods, and even if the goods sold have been temporarily 
placed in a warehouse. Similarly, the fact that a commission 
agent ( commissionnaire) acts in his own name for one or more 
enterprises and receives a normal rate of commission does not 
constitute a permanent establishment for any such enterprise, 
even if the goods sold have been temporarily placed in a 
warehouse. 

7. A permanent establishment shall not be deemed to 
exist in the case of commercial travellers not coming under any 
of the preceding categories. 

8. The fact that a parent company, the fiscal domicile of 
which is one of the contracting States, has a subsidiary in the 
other State does not mean that the parent company has a 
permanent establishment in that State, regardless of the fiscal 
obligations of the subsidiary toward the State in which it is 
situated. 

Article VI. 

The allocation of the incom~ of the enterprises mentioned 
in Article IV of the Convention shall be effected in the following 
manner: 

1. _In ~spect of industrial, commercial and agricultural 
enterprises m general and for other independent activities: 

l 
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B. Is bound by an employment contract and habitually 
transacts business on behalf of the enterprise in 
return for remuneration from the enterprise; or 

• 
C. Is habitually in possession, for the purpose of sale, 

of a depot or stock of goods belonging to the enterprise. 

5. As evidence of an employment contract under the 
terms of B above may be taken, moreover, the fact that the 
administrative expenses of the agent, in particular the rent 
of premises, are paid by the enterprise. 

6. The fact that a broker places his services at the disposal 
of an enterprise in order to bring it into touch with customers 
does not in itself imply the existence of a permanent establish
ment for the enterprise, even if his work for the enterprise is, 
to a certain extent, continuous or is carried on at regular periods, 
and even if the goods sold have been temporarily placed in a • 
warehouse. Similarly, the fact that a commission agent 
(commissionnaire) acts in his own name for one or more enter
prises and receives a normal rate of commission does not 
constitute a permanent establishment for any such enterprise, 
even if the goods sold have been temporarily placed in a 
warehouse. 

7. A permanent establishment shall not be deemed to 
exist in the case of commercial travellers not coming under 
any of the preceding categories. 

8. The fact that a parent company, the fiscal domicile 
of which is one of the contracting States, has a subsidiary 
in the other State does not mean that the parent company · 
has a permanent establishment in that State, regardless of 
the fiscal obligations of the subsidiary toward the State in 
which it is situated. 

Article VI. 

The allocation of the income of the enterprises mentioned 
in Article IV of the Convention shall be effected in the follow .. 
ing manner: 

1. In respect of industrial, commercial and agricultural • enterprises in. general and for other independent activities: 

• 
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A. If a'n enterprise with its fiscal domicile in one contract
ing State has a permanent establishment in the other 
contractin~ State, there shall be attrib~ted t? each 
permanent establishment the net busmess mcome 
which it might be expected to derive, if it were an 
independent enterprise engaged in the same or similar 
activities, under the same or similar conditions. Such 
net income will, in principle, be determined on the 
basis of the separate accounts pertaining to such 
establishment. According to the provisions of the 
Convention, such income shall be taxed in accordance 
with the legislation and agreements of the State in 
which such establishment is situated. 

B. The fiscal authorities of the contracting States shall, 
when necessary, in execution of the preceding section, 
rectify the accounts produced, especially to correct 
errors or omissions, or to re-establish the prices or 
remunerations entered in the books at the value which 
would prevail between independent persons dealing 
at arm's length. If the accounts of the permanent 
establishment in one contracting State are rectified 
as a result of such verification, a corresponding 
rectification shall be made in the accounts of the 
establishment in the other contracting State with 
which the dealings in question have been effected. 

C. If an establishment does not produce an accounting 
showing its own operations, or if the accounting pro
duced does not correspond to the n'Ormal usages of 
the trade in the country where the establishment is 
situated, or if the rectifications provided for in the 
preceding section cannot be effected, or if the tax
payer agrees, the fiscal authorities may determine, 
in a presumptive manner, the business income by 
applying a percentage to the gross receipts of that 
establishment. This percentage is fixed in accordance 
with the nature of the transactions in which the 
establishment is engaged and by comparison with the 
results obtained by similar enterprises operating in 
the country. 'Vhere the activities of cthe permanent 
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• If an enterprise with its fiscal domicile in one contract-
ing State has a. permanent establishment in the other 
contracting State, there shall be.attributed to each 
permanent establishment the net business income • 
which it might be expected to derive, if it were an 
independent enterprise engaged in the same or similar 
activities, under the same or similar conditions. Such 
net income will, in principle, be determined on the 
basis of the separate accounts pertaining to such 
establishment. According to the provisions of the 
Convention, such income shall be taxed in accordance 
with the legislation and agreements of the State in 
which such establishment is situated. 

The fiscal authorities of the contracting States shall, 
when necessary, in execution of the preceding section, • 
rectify the accounts produced, especially to correct 
errors or omissions, or to re-establish the prices or 
remunerations entered in the books at the value which 
would prevail between independent persons dealing at 
arm's length. If the accounts of the permanent 
establishment in one contracting State are rectified 
as a result of such verification, a. corresponding rectif
ication shall be made in the accounts of the establish
ment in the other contracting State with which the 
dealings in question have been effected. 

C. If an establishment does not produce an accounting 
showin~ its own operations, or if the accounting 
produced does not correspond to the normal usages 
of the trade in the country where the establishment is 
situated, or if the rectifications provided for in the 
preceding section cannot be effected, or if the taxpayer" 
agrees, the fiscal authorities may determine, in a. 
presumptive manner, the business income by applying 
a percentage to the gross receipts of that establishment. 
This percentage is fixed in accordance with the nat~ 
of the transactions in which the establishment is 
engaged and by comparison with the results obtained 
by similar enterprises operating in the country. V\llere 
the aetivities of the permanent establishment are in 

• • 
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establishment are in the nature of those of a genuinely 
independent commission agent or broker, the income 
may be determined on the basis of the customary 
commission received for such services. 

D. If the methods of determination described in the 
preceding sections are found to be inapplicable, the 
net business income of the permanent establishment 
may be determined by a computation based on the 
total income derived by the enterprise from the activ
ities in which such establishment has participated. 
This detennination is made by applying to the total 
income coefficients based on a comparison of gross 
receipts, assets, number of hours worked or other 
appropriate factors, provided such factors are so 
selected as to ensure results approaching as closely 
as possible those which would be reflected by a sepa
rate accounting. 

2. In determining the net income on the basis of the 
separate accounting of a permanent establishment, a properly 
apportioned part of the general expenses of the head office 
of the enterprise may be deducted. 

3. In respect of banking and financial enterprises, the 
allocation of the income shall be effected in conformity with 
the principles laid down in paragraph 1 of the present Article, 
provided that, when a permanent establishment of the enter
prise is in the position of a creditor or debtor in relation to 
another permanent establishment of the enterprise, the follow
ing provisions shall apply: 

A. If a permanent establishment in one State (creditor 
establishment) supplies funds, whether in the form 
of an advance, loan, overdraft, deposit, or otherwise, 
to a permanent establishment in the second State 
(debtor establishment), interest shall be deemed to 
accrue as income to the creditor establishment and 
as a deduction from gross income to the debtor estab
li>~hment for tax purposes, and it shall be computed 
at the inter-bank rate for similar transactions in the 
('Urrency used; , · 
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• the nature of those of a genuinely independent com-
mission agent or broker, the income may be deter
mined on the basis of the customary commission 
received for such services. 

D. If the methods of determination described in the 
preceding sections are found to be inapplicable, the 
net business income of the permanent establishment 
may be determined by a computation based on the total 
income derived by the enterprise from the activities 
in which such establishment has participated. This 
determination is made by applying to the total income 
coefficients based on a comparison of gross receipts, 
assets, number of hours worked or other appropriate 
factors, provided such factors are so selected as to 
ensure results approaching as closely as possible those • 
which would be reflected by a separate accounting. 

2. In determining the net income on the basis of the 
separate accounting of a permanent establishment, a properly 
apportioned part of the general expenses of the head office 
of the enterprise may be deducted. 

3. In respect of banking and financial enterprises, the 
allocation of the income shall be effected in conformity with 
the principles laid down in paragraph 1 of the present Article, 
provided that, when a permanent establishment of the enter
prise is in the position of a creditor or debtor in relation to 
another permltnent establishment of the enterprise, the 
following provisions shall apply: 

A. If a permanent establishment in one State (creditor 
establishment) supplies funds, whether in the form" 
of an advance, loan, overdraft, deposit, or otherwise, 
to a permanent establishment in the second State 
(debtor establishment), interest shall be deemed to 
accrue as income to the creditor establishment and • 
as a deduction from gross income to the debtor 
establishment for tax purposes, and it shall be com
puted at the inter-bank rate for similar transactions 
in the currency used; 

• 

• 
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B. The' interest corresponding to the permanent capital 
allotted to the debtor establishment, whether in the 
form of an ll!dvance, loan, overdraft, deposit or other
wise, shall be, however, excluded from the interest 
accruing as income to the creditor establishment and 
deductible from gross income by the debtor establish
ment. 

4. The net income of insurance enterprises shall be det.er
mined in conformity with the principles laid down in para
graph 1 of the present Article. If, however, these principles 
are not applicable in a given case, the net taxable income of 
a permanent establishment belonging to an insurance ent.er
prise may be assessed, eithf'r by applying, to the gross pre
miums received as a result of the activity of the permanent 

' establishment, coefficients computed on the basis of the total 
income of a representative national enterprise of the particular 
category of insurance concerned, or by apportioning the 
income according to the ratio existing between the gross 
premiums relating to the permanent establishment and the 
total gross premiums received by the enterprise. 

5. In cases where the foregoing rules do not result in a 
fair allocation of income, the competent authorities may 
consult to agree upon a method that will prevent double 
taxation. 

Article VII. 

When an enterprise of one contracting St~te has a domi
nant participation in the management or capital of an enter

, prise of another contracting State, or when both enterprises are 
owned or controlled by the same interests, and, as the result 
of such situation, there exist in their commercial or financial 
relations conditions different from those which would have 
existed between independent enterprises, any item of profit 
pr loss which should normally have appeared in the accounts 
of one enterprise, but which has been, in this manner, diverted 
to the other enterprise, shall be entered in the accounts of 
sucl former enterprise, subject to the rights of appeal allowed 
under the laws of the State of such enterprise.' 

' 

' 
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B. The interest corresponding to the perma"nent capital 
allotted to the debtor establishment, whether in the 
form of an advance, loan, overdr~t, deposit or other
wise, shall be, however, excluded from the interest 
accruing as income to the creditor establishment and 
deductible from gross income by the debtor establish
ment. 

4. The net income of insurance enterprises shall be deter
mined in conformity with the principles laid down in paragraph 1 
of the present Article. If, however, these principles are not 
applicable in a given ease, the net taxable income of a per
manent establishment belonging to an insurance enterprise may 
be assessed, either by applying, to the gross premiums received 
as a result of the activity of the permanent establishment, 
coefficients computed on the basis of the total income of a • • 
representative national enterprise of the particular category of 
insurance concerned, or by apportioning the income according 
to the ratio existing between the gross premiums relating to 
the permanent establishment and the total gross premiums 
received by the enterprise. 

5. In cases where the foregoing rules do not result in a 
fair allocation of income, the competent authorities may 
consult to agree upon a method t!:tat will prevent double 
taxation. 

Article VII . 

• 'Vhen an enterprise of one contracting State has a dominant 
participation in the management or capital of an enterprise of 
another contracting State, or when both enterprises are owned 
or controlled by the same interests, and, as the result of sul'll 
situation, there exist ~n their commercial or financial relations 
conditions different from those which would have existed 
between independent enterprises, any item of profit or loss 
which should normally have appeared in the accounts of one 
enterprise, but which has been, in this manner, diverted (o 
the other enterprise, shall be entered in the accounts of sueh 
former enterprise . 

• 

• 
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Article VIII. 

The pro\isions of Article IV of the Convention shall not 
apply to pedlars, illland shipping, touring shows and other 

' similar occupations, which shall be taxable in accordance 
with the legislation of the country where these occupations 
are carried on and concerning which the competent admi
nistrations may, if necessary, agree special provisions. 

Article IX. 

For the purposes of Article IX of the Convention, the 
term " income from movable capital" includes income from 
public funds, obligations, loans, deposits, whether fixed or 
on current account, income from shares and similar partici
,pations in companies, as well as income from sleeping partner 
shares or shares of partners .kaving no powers of management 
or personal liability in partnerships. 

Article X. 

Students and apprentices from one contracting State 
residing in the other contracting State exclusively for the 
purpose of study or for acquiring business experience shall 
not be taxable by the latter State in respect of remittances 
received by them from within the former State for the pur
pose. of their maintenance or studies. 
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Article VIII. 

The provisions of Article IV of the Convention shall not 
apply to pedlars, inland shipping, tourillg shows and other 
similar occupations, which shall be taxable in accordance with 
the legislation of the country where these occupations are 
carried on and concerning which the competent administra
tions may, if necessary, agree special provisions. 

Article IX. 

Students and apprentices from one contracting State 
residing in the other contracting State exclusively for the 
purpose of study or for acquiring business experience" shall 
not be taxable by the latter State in respect of remittances 
received by them from within the former State for the purpose 
of their maintenance or studies. 



• 
2. MODEL BILATERAL CONVENTION 

FOR THE PREVENTION OF THE DOUBLE TAXATION 
OF SUCCESSIONS 

Mexico Draft. 

Article I. 

1. The present Convention, the purpose of which is to 
,,prevent the double taxation of successions, applies to all duties 
and taxes levied, by reason of death, on the estate, or on the 
transfer of, or the succession to, the estate, of a person who, 
at the time of his death, had his domicile in one of the two 
contracting States, whether or not he was a national of that 
State or the other State, and on the part of such estate that 
ac<"rues to each heir or legatee. 

2.. The duties and taxes to which this Article refers are: 

A. In the case of State A: 

1. 
2. 
3. 

••••••••••••••••• 0 ••••••• 0 •• 0 ••• 0 ••• 

• •••••••••••••••••••••••• 0 •••••• 0 •• 0 

• ••••••••••••••• 0 •• 0 •••••• 0 •••••••• 0 

B. In the case of State B: 

I. •••••••••••••••••• 0 •••• 0 0 •••••• 0 •••• 

•) -· ••••••••••• 0 ••• 0 • 0 •• 0 ••••••••••••••• 

3. 
• 0 •• 0 0 •••••••• 0 ••••••••• 0 0 •••••••••• 

Article II. 

Real property, personal property accessory thereto and 
rights relating to, or secured by, real property which are 
included in the estate of a person who, at the time of his 
death, had his domidle in one of the two contracting States 
shall be subject to the duties and taxes described in Article I 
only in the State in which such property is sitw..ted. 
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2. MODEL BILATERAL CO~VENTION 
FOR THE PREVENTION OF THE DOUBLE TAXATION • 

OF ESTATES AND SUCCESSIONS 

London Draft. 

Article I. 

The present Convention, the purpose of which is to prevent 
the double taxation of estates and successions, applies to the 
following duties and taxes: • 

A. In the ease of State A: 

1. 
2. 
3. 

• •••••• 0 0 •••• 0 ••••• 0 •••••••••• 0 •••• ' 

• ••••• 0 • 0 0 •• 0 ••••••• 0 0 •••••••• 0 • 0 •• ; 

• ••••••• 0 0 ••••••••••••••••••••••• 0 •• 

B. In the ease of State B: 

1. 
2. 
3. 

• 0 • 0 • 0 0 •••••••••••••••••• 0 •• 0 •••••• , 

• 0 • 0 •••••••• 0 .......... 0 ••••••••• 0 •• ; 

• •• 0 ••••••••••••••••••• 0 •••••••• 0 ••• 

Article II. 

• 

Real property, personal property accessory thereto and 
rights relating to, or secured by, real property which are 
included in the estate of a person who, at the time of his deata, 
had his domicile in one of the two contracting States shall be 
subject to the duties and taxes described in Article I only 
in the State in which such property is situated. • • 
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Article III. 

Property appertaining to a commercial, industrial, mining, 
agricultural or othet enterprise, including a maritime or an air 
navigation enterprise, left by a person who, at the time of his 
death, had his domicile in one of the contracting States shall 
be subject to the duties and taxes described in Article I in 
accordance with the following rules: 

A. If the enterprise has a permanent establishment in one 
of the two States, the property shall be taxable only 
in that State; 

B. If the enterprise has a permanent establishment in 
both States, the property shall be taxable in each 
State to the extent to which such property belongs 
or relates to the establishment situated in that State. 

Article IV. 

If a person who, at the time of his death, had his domicile 
in one of the contracting States leaves in the other contracting 
State property to which Articles II and III do not apply, the 
formE'r State may apply the duties and taxes described in 
Article I of the present Convention to the entire estate, subject 
to the provisions of Article VI, and the latter State may apply 
such duties and taxes to the property situated in its territory, 
but only according to the rate which corresponds to the value 
of the latter property, without taking into account the property 
situated in the territory of the other State. 

Article V. 

For the purposes of determining the net value of the 
property subject to the duties and taxes to which this Conven
tion refers, the debts of the deceased shall be deducted accord
ing to the following rules: 

A. A debt secured by, or relating to, property to which 
Articles II and III apply shall be deducted from the 
value of the specific property by which it is secured, 
or to which it relates; 
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Article I II. 

Property appertaining to a commercial, industrial, mining, 
agricultural or other enterprise, includin3 a maritime or an 
air navigation enterprise, left by a person who, at.the time of 
his death, had his domicile in one of the contracting States 
shall be subject to the duties and taxes described in Article I 
in accordance with the following rules: 

A. If the enterprise has a permanent establishment in one 
of the two States, the property shall be taxable only 
in that State; 

B. If the enterprise has a permanent establishment in 
both States, the property shall be taxable in each 
State to the extent to which such property belongs 
or relates to the establishment situated in that State •• 

Article IV. 

Personal property not coming within the purview of the 
provisions of Articles II and III left by a person who, at the 
time of his death, had his fiscal domicile in one of the contract
ing States, shall be subject to the duties and taxes described in 

• Article I only in the State in which such property was situated 
at the time of death. 

Article V. 

For the purposes of determining the net value of the pro- • 
perty subject to the duties and taxes to which this Convention 
refers, the ·debts of the deceased shall be deducted according 
to the following rules: 

A. A debt secured by, or relating to, property to whic~ 
Articles II and III apply shall be deducted from the 
value of the specific property by which it is secured, 
or to which it relates; -

• 
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B. If a debt to which rule A applies exceeds the value of ' 
the property by which it is secured or to which it 
relates, it shall be deducted from the value of the other 
property lett by the deceased in the same country; 

C. If a debt to which rule A applies exceeds also the 
value of the property situated in the same country, 
the excess shall be deducted from the value of the 
property left by the deceased in the other country; 

D. A general debt without specific guarantee will be 
deducted proportionately to the value of the property 
left by the deceased in each country. 

Article VI. 

The State in which the deceased, at the time of his death, 
had his domicile shall retain the right to tax the entire estate, 
whether situated in its territory or that of the other contracting 
State, but shall deduct from the duties and taxes it applies to 
the entire estate the lesser of the two following amounts: 

A. The sum of the duties and taxes levied by the other 
contracting State on the property which is taxable in 
its territory according to the preceding Articles; 

B. The sum which represents the same proportion in com
parison with the duties and taxes due in the State of 
domicile as the property taxable in the other State in 
comparison with the entire taxable estate of the 
deceased. 

Article VII. 

As regards any special provisions which may be necessary 
~or the application of the present Convention, more particularly 
m cases not expressly provided for, the competent authorities 
of the two contracting States may confer together and take 
the measures required in accordance with the spirit of this 
Convention. 
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B. If a debt to whit·h rule A applies exceeds t1le value of 
the propPrty by which it is secured or to which it 
relates, it shall be deducted frolll the value of the 
other propPrty lPft by the deceased in the samP 
country; 

C. If a debt to whi<·h rule A applies exceeds also the value 
of the property situated in the same eountry, the execs" 
shall be deducted from the value of the property left 
by tlw dc<·cased in the other country; 

D. A general debt without spcPific guarantee will be 
deducted proportionately to the value of the property 
left h~· the dP<·easPd in eaeh t·mmtry . 

• lrtide VI. 

The State in whieh the deeeased, at the time of his death, 
had his domi<·ile sha II rPtain the right to tax the entire estate, 
whether situatPd in its territory or that of the other contraet
ing State, ex<·luding propt>rty described in Artide II, but shall 
deduct from the duties and taxes it appliPs to the entire estate 
the lesser of the two following amounts: 

A. The sum of the duties ami taxes eolleeted by the otlwr 
contrueting State on the property whieh is taxable in 
its territory ac·cording to the preet>ding Articles; 

B. The amount whieh represPnts the same proportion of 
the duties and taxes of the State of domicile on the 
entire t~xuble estate of the deceased as the net pro
perty taxable in the other State hears to the entire net 
estate. 

Article VII. 

As regards any spe<·ial provisions which may be necessary 
for the appliention of the present Convention, more particularly 
in cases not expressly provided for, the eompetent authorities, 
of the two contracting States may confer together and take the 
measures rPquired in ae<·ordanee with the spirit of t)1is 
Convention. 

~ 



• 
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Article VI II. 

1. This Convention and the accompanying Protocol, 
which shall be considered to be an integral part of the Conven
tion, shall be ratified and the instruments of ratification shall 
be exchanged at . . . . . . . . . . . . . . . . . . . . . as soon as possible. 

2. This Convention and Protocol shall become effective 
on the first day of January 19... They shall continue effective 
for a period of three years from that date and indefinitely after 
that period. They may, however, be terminated by either of 
the contracting States at the end of the three-year period or 
at any time thereafter, provided that at least six months prior 
notice of termination has been given, the termination to 
become effective on the first day of January following the 
expiration of the six-month period. 

Done in duplicate, at . . . . . . . . . . . . . this ............. . 
day of .................................. 19 .. . 

PROTOCOL 

On proceeding to sign the Convention concluded this day 
between the contracting States regarding the Prevention of 
the Double Taxation of Successions, the undersigned Pleni
potentiaries have made the following joint declaration, which 
shall form an integral part of the said Convention. 

Article I. 

1. For the purposes of the foregoing Convention, the 
domicile of a person, at the time of his death, is the place 
where he then had his permanent residence with the manifest 
intention of retaining it . 

2. If the deceased, at the time of his death had no such 
domicile and was a national of both contracti~g States, he 
shJtll be regarded as having had his domicile in the country in 
which his family, social and economic interesh were centred. 
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A1·til'le VI I I. 

1. This Convention and the aeeompanying Protocol, whi<·h 
shall be considered to be an intPgral parr of the Convention, 
shall be ratified and the instruments of ratification shall he 
exchanged at .............. as soon as possible. 

2. This Convention and Proto<·ol shall become ~ffecti\·e 
on the first day of January 19... They shall continue effcetive 
for a period of three years from that date and indefinitely aftpr 
that period. They may, however, be terminated by either of 
the contracting States at the end of the three-year period or 
at any time thereafter, provided that at least six months prior 
notice of termination has been given, the termination to 
become effective on the first day of January following the 
expiration of the six-month period. 

Done in duplicate, at ............. this ............. . 
day of ...................... 19 .. . 

PROTOCOL 

On proceeding to sign the Convention coneluded this day 
betw<><>n the contrneting Stat<>s r<>garding the Prevention of 
the Double Taxation of Successions, the und<>rsigned Pleni
potentiaries have made the following joint declaration, whieh 
shall form an i~t<>gral part of the said Convpntion. 

Article I. 

1. For the purpos<>s of the foregoing Convention, the 
domieile of a })('rson, at the time of his death, is the place 
where he then had his permanent residenee with the manifest 
intention of n•taining it. 

2. If the deeeased, at the time of his death, had no suei\ 
domi<·ilc aJHl was a national of both contracting States, he shall 
be rt•ganled as having had his domieile in the country in w.hieh 
his family, so,-ialmHl economic interest,; were centred. 
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Article· II. 

The question whether property is to be regarded as real 

01• personal shall be settled in accordance with the laws of the 
State in which the property is situated • 

Article III. 

The situation of personal property accessory to real pro
perty and of rights relating to, or secured by, real property 
shall be determined in accordance with the laws of the State 
in which the real property concerned is situated. 

Article IV. 

1. The expression " commercial, industrial, mining, agri-
, cultural or other enterprise, including a maritime or an air 

navigation enterprise " and the expression " permanent estab
lishment " have the same meaning for the purposes of the 
foregoing Convention as in Articles IV. and V of the Protocol 
of the Model Bilateral Convention for the Prevention of the 
Double Taxation of Income. 

2. In the case of an enterprise with a permanent establish
ment in each of the two contracting States, the apportionment 
of the assets and liabilities will be achieved through the 
application, by analogy, of the rules concerning the allocation 
of income that are expressed in Article VI of the Protocol 
of the Model Bilateral Convention for the Prevention of 
Double Taxation of Income. 

Article V. 

For the purpose of Article IV of the foregoing Convention, 
personal property hereinbelow mentioned shall be deemed to 
be situated: 

A. At the place where the property is situated, in the case 
of: 

(a) 
(b) 
(c) 

••••••••••• 0 0 ••••••••••••• 0 •••• 0 ••• 

•••••••••••••••••••• 0 •••••••••••••• 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . t~ . . . . . . 
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Article II. 

The question whether property is to be regarded as real or 
personal shall be settled in accordance with the laws of the 
State in which the -property is situated. 

Article III. 

The situation of personal property accessory to real property 
and of rights relating to, or secured by, real property shall be 
determined in accordance with the laws of the State in which 
the real property concerned is situated. 

Article IV. 

1. The expression " commercial, industrial, mining, agri
cultural or other enterprise, including a maritime or an air • 
navigation enterprise " and the expression " permanent 
establishment " have the same meaning for the purposes of 
the foregoing Convention as in Articles IV and V of the Pro
tocol of the Model Bilateral Convention for the Prevention of 
the Double Taxation of Income. 

2. In the case of an enterprise with a permanent establish
ment in each of the two contracting States, the apportionment 
ofthe assets and liabilities will be achieved through the applica
tion, by analogy, of the rules concerning the allocation of 
income that are expressed in Article VI of the Protocol of the 
Model Bilateral Convention for the Prevention of Double 
Taxation of Income . 

• 
Article V. 

The situation of personal property to which the provisions, 
of Article IV of the Convention apply shall be determined in 
accordance with the following rules: 

A. Rights or interests (otherwise than by way of security) 
in or over tangible movable property other than such 
property for which specific provision is hereinafter' 
made shall be deemed to be situated at the place 
where such property was physically located at the \ime 
of de~h; 

• 
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B. At '.;he place where the property is registered for 
transfer purposes, as in the case of: 

(a) 
(b) 
(c) 

••••••••••• 0 • 0 •• 0 •• 0 • 0 ••••• 0 •• 0 •••• 

•••••••• 0 •• 0 • 0 •••••• 0 ••• 0 •• 0 •• 0 ••• 0 

•• 0 0 ••••••••••••• 0 ••• 0 0 0 •• 0 • 0 •••••• 

C. At the domicile of the debtor, in the case of property 
transferable only by notification to the debtor or 
endorsement, as in the case of: 

(a) 
(b) 
(c) 
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R Rights or interests (other than by way of tecurity) in 
or over bank or currency notes, other forms of currency, 
negotiable bills of exchange and negotiable promissory 
notes shall be deemed to be situated at the place where 
such notes, currency or documents are located at the 
time of death; 

C. Rights or interests (otherwise than by way of security) 
in or over property described under A and B above 
which are in transit at the time of death shall be 
deemed to be located at the place of destination; 

D. Debts secured or unsecured, other than the forms of 
indebtedness for which specific provision is made 
herein, shall be deemed to be situated at the place 
where the deceased had his domicile at the time of 
death; 

E. Shares and similat• interests and participations in a 
company or limited liability partnership shall be 
deemed to be situated in the territory of the State in 
which or under the laws of which the corporation or 
partnership was organised; 

• 
F. Sums payable under an insurance policy on the life 

of the deceased shall be deemed to be situated at the 
place where the deceased had his domicile at the time 
of death; 

G. Ships and aircraft and shares in the property thereof 
• shall be deemed to be situated at the place where 

the ship or aircraft was registered at the time of the 
death of the deceased: 

H. Goodwill as a business or professional asset shall be 
deemed to be situated at the place where the business 
or profession to which it appertains was carried on at 
the time of death; 

• 
I. Patents, trade-marks, designs shall be deemed to be 

situated at the place where they were registered at 
the time of death; 

• 

, 
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Article VI. 

The question whether a debt which is deductible according 
to Article V of the foregoing Convention is to be regarded as 
a bona fide debt shall be settled in accordance with the laws 
of the State in which such debt would be deducted. 

Article VII. 

A debt shall not deducted from the value of inalienable 
property unless such property has been made inalienable by 
the will of the deceased. 

' 

Article VIII. 

The foregoing Convention shall not affect such immunities 
as are at present, or may hereafter be, accorded to diplomatic, 
consular or foreign Government officials in virtue of the 
general rules of international law or the intLrnal legislation 
of either of the contracting States. Where, by reason of such 
immunities, the estates left by such officials are not subject 

. to the duties and taxes to which the present Convention 
applies in the State in which they exercise their functions, 
the State which they serve shall be entitled to levy such 
duties and taxes. 
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J. Copyrights, franchises and rights or licences to use 
any copyrighted material, patent, trade-mark or design 
shall be deemed to be situated at the place where 
such rights were exercisable at "the time of death; 

K. Rights or causes of action ez delicto shall be deemed to 
be situated at the place where such rights or causes 
of action arose; 

L Judgment debts shall be deemed to be situated at 
the place where the judgment is recorded. 

Article VI. 

The question whether a debt which is deductible according 
to Article V of the foregoing Convention is to be regarded 
as a bona fide debt shall be settled in accordance with the. 
laws of the State in which such debt would be deducted. 

Article VII. 

The foregoing Convention shall not affect such immunities 
as are at present, or may hereafter be, accorded to diplomatic, 
consular or foreign Government officials in Yirtue of the 
general rules ef international law or the internal l«>gislation 
of either of the contracting States. "Where, by reason of such 
immunities, the estates left by such officials are not subject 
to the duties and taxes to which the present Convention applie~t 
in the State in which they exercise their functions, the State 
which they serve shall be entitled to levy such duties and taxes. 

• 
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3. MODEL BILATERAL CONVENTION FOR THE 
ESTABLISHMENT OF RECIPROCAL ADMINISTRATIVE 

ASSISTANCE FOR THE ASSESSMENT AND 
COLLECTION OF DIRECT TAXES 

Mexico Draft. 

Article I. 

With a view of assuring, in the interest of Governments 
and taxpayers, an effective and fair application of the taxes 
to which apply the Conventions for the Prevention of Double 
Taxation of Income and Successions, concluded this day by 
the contracting States, each of the contracting States under
takes, subject to reciprocity, to furnish on special request 
such information in matters of taxation as the competent 
authorities of each State have at their disposal or are in a 
position to obtain under their own laws and as may be of 
use to the competent authorities of the other State in the 
assessment of the above-mentioned taxes and, to lend assis
tance to the competent authorities,of the other State in the 
collection of such taxes. . 

Article II. 

The competent authorities of each of the contracting States 
shall be entitled to obtain through direct correspondence, 
from the competent authorities of the other contracting State, 
information concerning particular cases that is necessary for 
the assessment of the taxes to which the present Convention 
rl'lates. 
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3. MODEL BILATERAL CONVENTION FOR THE 
ESTABLISHMENT OF RECIPROCAL ADMINISTRATIVE 
ASSISTANCE FOR THE ASSESSMENT AND COLLEC
TION OF TAXES ON INCOME, PROPERTY, ESTATES 

AND SUCCESSIONS 

London Draft. 

Article I. 

With a view of assuring, in the interest of Governments 
and taxpayers, an effective and fair application of the taxes 
to which apply the Conventions for the Prevention of Doubleo 
Taxation of Income and Estates and Successions, concluded this 
day by the contracting States, each of the contracting States 
undertakes, subject to reciprocity, to furnish on special request 
such information in matters of taxation as the competent 
authorities of each State have at their disposal or are in a 
position to obtain under their own revenue laws and as may 
be of use to the competent authorities of the other State in 
the assessment' of the above-mentioned taxes and to lend 
assistance to the competent authorities of the other State in 
the collection of such taxes. 

Article II. 

· The competent authorities of each of the contracting 
States shall be entitled to obtain through direct correspond
ence, from the competent authorities of the other contractin~ 
State, information concerning particular cases that is neces
sary for the assessment of the taxes to which the present 
Convention ~lates. 

() 
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Article III. 

In accordance with the preceding Article, the competent 
authorities of each 'Contracting State shall transmit, in con
!'rete cases on special request, to the competent authorities 
of the other State: 

A. The name and address of any individual, partnership, 
co~poration or other entity having an address in the 
territory of the other State and deriving from sources 
within the territory of the former State rents, divi
dends, interests, royalties, income from trusts, wages, 
salaries, pensions, annuities or other fixed or deter
minable periodical income, indicating the amount of 
such receipts in the case of each addressee; 

D. An extract of the inventories received by the compe
tent authorities in the case of property passing on the 
decease of persons that had an address in the territory 
of the other State or the nationality of that State ; 

C. Any particulars which the competent authorities may 
obtain from banks, insurance companies, or other 
financial institutions concerning assets and claims 

~ belonging to persons ha\ing an address in the territory 
of the other State; 

D. Any particulars which the competent authorities ~1ay 
obtain from inventories in the case of property passing 
on death concerning debts contracted to, or property 
passing to, persons having an address in the territory 
of the other State. · 

Article IV. 

1. The competent authorities of each of the contracting 
States shall be entitled to obtain, through direct correspond
«>nce, the assistance and support of the competent authorities 
of the other contracting State for the collection of the taxes 
to which the present Convention relates together with interest 
costs, additions to taxes, and fines ·not bein~r of a pcnai 
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Article III. 

In accordance 11oith the preceding Article, the competent 
authorities of each contracting State shall transmit, in the 
ordinary course as soon as possible after the expiration of 
each calendar (or fiscal) year, to the competent authorities 
of the other State: 

A. The name and address of any individual, plirtnership, 
corporation or other entity having an address in the 
territory of the other State and deriving from sources 
·within the territory of the former State rents, divi
dends, interest, royalties, income from trusts, wages, 
salaries, pensions, annuities or other fixed or deter-

, minable periodical income, indicating the amount of 
such receipts in the case of each addressee; 

B. An extract of the inventories received by the com
petent authorities in the case of property passing on 
the decease of persons that had an address in the 
territory of the other State or the nationality of 
that State; 

C. Any particulars which the competent authorities may 
ob~ain from banks, insurance companies, or •other 
financial institutions concerning assets and claims 
belonging to persons having an address in the terri
tory of the other State; 

D. Any particulars which the competent authorities may 
obtain from inventories in the ease of property passing 
on death concerning debts contracted to, or property 
passing to, persons having an address in the territory 
of the other State. 

Article IV. 

1. The competent authorities of ..each-of the-'lOiltractillg---
States shall be entitled to obtain, through direct corre
spondence, the assistance and support of the competent a~.> 
thorities of the other contracting State for the collection of 
the .taxes to which the present Convention relates together 
with interest~ costs, additions to taxes, and fines not being 
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character, ~A.Ccording to the laws of the State applied to, in the 
case of taxes that are definitely due according to the ,laws of 
the applying State_. 

2. In the case of a request for the enforcement of a tax, 
revenue claims of each of the contracting States which have 
been finally determined shall be accepted for enforcement by 
the other contracting State and collected in that State in 
accordance with the laws applicable to the enforcement and 
collection of its own taxes. 

3. The request shall be accompanied by such documents 
as are required by the laws of the applying State to establish 
that the taxes are definitely due. 

4. if a revenue claim is not definitely due, the State applied 
to may, on the request of the other contracting State, take such 
measures of conservancy as are authorised by the revenue laws 
of the former State. 

.Article V. 

Special requests for information and/or assistance for the 
enforcement of taxes under Articles II and IV of the present 
Convention may be refused in the following cases: 

A. If they involve the obligation to obtain or supply 
information which is not procurable under the legisla
tion of the State applied to or that of the applying 
State; 

B. ' If they imply administrative or judicial action incom-
patible with the legislation and practice of either 
contracting State; 

C. If compliance involves violation of a professional, 
industrial or trade secret; 

D. If the request relates to a taxpayer who is a national 
of the State applied to; 

E. If: in the opinion of the State applied to, compliance 
With the request may compromise its security or 
sovereign rights. 
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of a penal character, according to the laws of the 8tate applied 
to, in the case of taxes that are definitely due according to 
the laws of the applying State. • 

2. In the case of a request for the enforcement of a tax, 
revenue claims of each of the contracting States which have 
been finally determined shall be accepted for enforcement 
by the other contracting State and collected in that State 
in accordance with the laws applicable to the enforcement 
and collection of its own taxes. 

3. The request shall be accompanied by such documents 
as are required by the laws of the applying State to establish 
that the taxes are definitely due. 

l. If a revenue claim is not definitely due, the State 
applied to may, on the request of the other contracting State, 
take such measures of conservancy as are authorised by the• 
revenue laws of the former State for the enforcement of its 
own taxes. 

Article V. 

Special requests for information and/or assistance for the 
enforcement of taxes under Articles II and IV of the n,resent 
Convention may be refused in the following cases: 

A. If they involve the obligation to obtain or supply 
information which is not procurable under the legis
lation of the State applied to or that of the applying 
State; 

' B. If they imply administrative or judicial action incom-
patible with the legislation and practice of either 
contracting State; ., 

C. If compliance involves violation of a professional, 
industrial or trade secret; 

D. If the request relates to a taxpayer who is a national 
of the State applied to; • 

E. If, in the opinion of the State applied to, compliance 
with the request may compromise its security or 
sove1:eign rights. " 

• 

• 
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Article VI. 

When the competent authorities of one of the contracting 
States have request:!d from the authorities of the other State 
information to which this Convention applies, they shall observe 
secrecy as regards such information, in the same way and to 
the same extent as is done in the State that supplies it, and the 
competent authorities of the former State shall apply to its 
officials the administrative and penal sanctions that correspond, 
under its own laws, to the violation of such secrecy. 

Article VII. 

The competent authorities of the two contracting States 
may prescribe regulations necessary to interpret and carry out 
the provisions of this Convention. With respect to the provi
sions of this Convention relating to exchange of information, 
service of documents and mutual assistance in the collection 
of taxes, such authorities may, by common agreement, pre
scribe rules concerning matters of procedure, forms of applica
tion and reply, conversion of currency, disposition of amounts 
collected, minimum amounts subject to collection and related 
matters. 

Article VII I. 

1. This Convention and the accompanying Protocol, which 
shall be considered to be an integral part of the Convention, 
shall be ratified and the instruments of ratification shall be 
exchanged at . . . . . . . . . . . . . . . . . . . . . . as soon as possible. 

2. This Convention and Protocol shall b~come effective 
on the first day of January 19. . . They shall continue effective 
for a period of three years from that date and indefinitely after 
that period. They may, however, be terminated by either of 
the contracting States at the end of the three-year period or 
at any time thereafter, provided that at least six months prior 

· notice of termination has been given, the termination to 
become effective on the first day of January following the 
expiration of the six-month period. 

Done in duplicate, at . . . . . . . . . . . . . . . . . . . . . . . . . . . this 
... • ........ day of 19 . . . . . . . . . . . . . .. 
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Article VI. 

When the competent authorities of one of the contracting 
States have requested from the authoritie" of the other State 
information to which this Convention applies, they shall 
observe secrecy as regards such information, in the same way 
and to the same extent as is done in tha.State that supplies it, 
and the competent authorities of the former State shall apply 
to its officials the administrative and penal sanctions ·thai 
correspond. under its own laws, to the violation of such secrecy. 

Article VII. 

The competent authorities of the two contracting States 
may prescribe regulations necessary to interpret and carry out 
the provisions of this Convention. With respect to the provi
sions of this Convention relating to exchange of information, 
service of documents and mutual a.ssistance in the collection 
of taxes and evidence of reciprocity, such authorities may, by 
common agreement, prescribe rules concerning matters of 
procedure, forms of application and reply, conversion of 
currency, disposition of amounts collected. minimum amounts 
subject to collection and related matters. 

Article VIII. 

· 1. This Convention and the accompanying Protocol, which 
shall be considered to be an integral part of the Convention, 
shall be ratified and the instruments of ratification shall be 
exchanged at . . . . . . . . . . . . . . . . . . . . . . as soon as possible. 

2. This Convention and Protocol shall become effective 
on the first day of January 19. . . They shall continue effective 
for a period of three years from that date and indefinitely aft.er 
that period. They may, however, be terminated by either of• 
the contracting States at the end of the three-year period or 
at any time thereafter, provided that at least six months prior 
notice of termination has been given, the termination to become 
effective on the first day of January following the expiration 
of the six-month period. ' 

Done in duplicate, at . . . . . . . . . . . . . this 
day of .................... 19 .. . 
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PROTOCOL 

C· 

On proceeding to sign the Convention concluded this day 
for the Establishment of Reciprocal Administrative Assistance 
for the Assessment and Collection of Direct Taxes, the under
signed Plenipotentiaries, duly authorised by their respective 
Governments for the purpose, have made the following joint 
declaration, which shall form an integral part of the said 
Convention. 

Article I. 

As used in the foregoing Convention, the term " competent 
authorities " means the highest tax authorities of each of the 
contracting States or the duly authorised representatives 
of such authorities. 

Article II. 

Reciprocity is deemed to exist as regards requests under 
Article III of the foregoing Convention. In the matter of 
othe:.- requests, reciprocity shall be deemed to exist when the 
request is accompanied by a declaration by the competent 
authorities who make the application, officially confirming that 
any similar request would be complied with in accordance with 
the laws of the applicant State. 

Article III. 

Information communicated under Article II shall be in 
the official language of the State by which they are communi-

• cated. 

Article IV. 

1. Special requests for information shall specify: the 
• authority making the request; the name, address and nation
ality of the person to whom the request relates; the taxation in 
respect of which the request is made and period or date in 
res'pect of which it is imposed. 
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PROTOCOL 

On proceeding to sign the Convention concluded this day 
for the Establishment of Reciprocal Administrative Assistance 
for the Assessment and Collection of Taxes on Income, Property, 
Estates and Successions, the undersigned Plenipotentiaries, 
duly authorised by their respective Governments for the 
purpose, have made the following joint declaration, whi<'h 
shall form an integral part of the said Convention. 

Article I. 

As used in the foregoing Convention, the term "competent 
authorities " means the highest tax authorities of each of the 
contracting States or the duly authorised representatives 
of sueh authorities. 

Article II. 

Reciprocity is deemed to exist as regards requests under 
Article III of the foregoing Convention. In the matter of 
other requests, reciprocity shall be deemed to exist whe1J the 
request is accompanied by a declaration by the competent 
authorities who make the application, officially confirming that 
any similar request would be complied with in accordance with 
the laws of the applicant State. 

Article III. 

1. Special requests for information shall specify: the 
authority making the request; the name, address and national-
ity of the person to whom the request relates; the taxation in 
respect of which the request is made and period or date in 
respect of which it is imposed. 

" 
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2. Requests for the service of documents shall specify, in 
addition to the particulars mentioned in the first paragraph of 
this Article: the aqdress of the recipient; and the nature and 
purpose of the document for service. 

3. Requests concerning the collection of taxes shall 
indicate, in addition to the information mentioned in the first 
paragraph of this Article: the amount of principal due and 
interest due and the date from which such interest begins to 
run; in the case of fiscal penalties, the nature and amount 
of such penalties; and any other information of a nature to 
facilitate or accelerate collection. 

Article V. 

Requests to which Article IV refers shall be formulated in 
the official language of the applicant State and accompanied 
by a translation in the official language of the State 
applied to. 

Article VI. 

The competent authorities of the State to which a request 
for the service of documents is made may limit their action in 
connection with the s4ilrvice of the document to merely handing 
it to the recipient, if the latter is willing to receive it. 

Article VII. 

If the competent authorities of the applicant State so 
desire, the document may be served in the form prescribed in 
similar cases by the internal law of the State applied to. 

Article VIII. 

Requests for collection must be accompanied by a copy or 
official extract of the final decision or order by the competent 
authorities concerning the revenue claim in question and by a 
st~tt>ment from the competent authorities to the effect that 
the revenue claim is final. 
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2. Requests for the service of documents shall specify, 
in addition to the particulars mentioned in the first paragraph 
of this Article: the address of the recipient; and the nature and 
purpose of the document for service. • 

3. Requests concerning the collection of taxes shall indi
<-ate, in addition to the information mentioned in the first 
paragraph of this Article: the amount of principal due and 
interest due and the date from which such interest begins to 
run; in the case of fiscal penalties, the nature and amount of 
such penalties; and any other information of a nature to 
facilitate or accelerate collection. 

Article IV. 

The competent authorities of the State to which a l"E'quest 
for the service of documents is made may limit their action in 
connection with the service of the document to merely handing 
it to the recipient, if the latter is willing to receive it . 

..-trticle V. 

If the competent authorities of the applicant State so desire, 
the document may be served in the form prescribed in similar 
cases by the internal law of the State applied to. 

Articl.• VI. 

Requests for collection must be accompanied by a copy 
or official extract of the final dech·ion or order by the competent 
authorities concerning the revenuo claim in question and by a 
statement from the competent authorities to theeffectthatthe 
revenue claim is final. 

·) 



( 

70 MEXICO DRAFT - ADMINISTRATIVE ASSISTANCE 

Article IX. 

No request for assistance for the collection of taxes shall be 
formulated when: r 

A. There is a presumption that the amount due is in fact 
recoverable in the interested State; 

B. The amount due is less than • ••• 0 •••••••• 0 •• 0 • 0 ••• 

Article X. 

Assistance procedure shall be in the form for which the laws 
of the State applied to provide, as stipulated in the Conven
tion. Nevertheless, any special forms of assistance not being 
incompatible with the laws of the State applied to may be 

, adopted at the request of the applying State. 

Article XI. 

Revenue claims for collection shall not receive preference 
over either public or private claims in the State applied to. 

Article XII. 

The authorities of the State applied to shall take all such 
steps and employ all such means of action as they would be 
bound to take and employ in similar cases, when their own 
interests are involved, provided that no means of action shall 
be employed to which there is no corresponding means of action 
under the law of the applicant State. In doubtful cases, the 
competent authorities of the applicant State must certify that 
~heir national legislation empowers them to comply with a. 
similar request from the State applied to. 

Article XIII. 

• The competent authorities of the State applied to shall 
inform, without delay, the competent authorities of the appli
cant State as to the action taken on the request, whether such 
action is complete or incomplete. 
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Article VII. 

No request for assistance for the collection of taxes shall be 
formulated when: 

A. There is a presumption that the amount due is in fact 
recoverable in the interested State; 

B. The amount due is less than . ............... . 

Article VIII. 

Assistance procedure shall be in the form for which the 
laws of the State applied to provide, as stipulated in the 
Convention. Nevertheless, any special forms of assistance 
not being incompatible with the laws of the State applied to 
may be adopted at the request of the applying State. 

Article IX. 

Revenue claims for collection shall not receive preference 
over either public or private claims in the State applied to. 

Article X. 

The authorities of the State applied to shall take all such 
steps and employ all such means of action as they would be 
bound to take and employ in similar cases, when their own 
interests are involved, provided that no means of action shall 
be employed w which there is no corresponding means of 
action under the law of the applicant State. In doubtful 
cases, the competent authorities of the applicant State must 
certify that their national legislation empowers them t~. 
comply with a. similar request from the State applied to. 

Article XI. 

The competent authorities of the State applied to shall 
inform, without delay, the competent authorities of the 
applicant State as to the action taken on the request, whether 
such action i" complete or incomplete. 
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' Article XIV. 

If a request cannot be complied with, the competent authori
ties of the State 'applied to shall advise the competent 
authorities of the applicant State of the reasons which prevent 
complying with the request, and shall transmit to such authori
ties all information which may have a bearing on the case. 

Article XV. 

The State applied to shall be responsible to the applying 
State for the sums collected on the latter's behalf by its officials 
or agents. 

Article XVI. 

Collection shall always take place in the currency of the 
State applied to. To that effect, the competent authorities 
of the State applied to shall convert the amount for collection 
into their own currency at the last rate quoted between the 
two contracting States. 

Article XVII . 
• Amow1ts collected by the competent authorities of one 

State on behalf of the competent authorities of the other State 
shall be paid over immediately, after deduction of the costs 
under Article XVIII below, to the account of the Central Bank 
of the applying State with the Central Bank of the State 
applied to. 

Article XVIII. 

No fees or costs shall be charged for action taken on requests 
for assistance. This provision shall, however, not apply, in 
the absence of any agreement to the contrary, to emoluments 
paid to witnesses, experts, agents of execution and to legal 
and judicial fees incurred in connection with the service of a 
document or the enforcement of a revenue claim. The revenue 
authorities shall notify each other as required of the probable 
amount of such costs, fees or charges. When relating to the 
colle.:tion of a revenue claim, the amount of such costs fees and 

' ' 
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Article XII. 

The State applied to shall be responsible to the applying 
State for the sums collected on the latter's behalf by its 
officials or agents. 

Article XIII. 

Collection shall always take place in the currency of the . 
State applied to. To that effect, the competent authorities 
of the State applied to shall convert the amount for collection 
into their own currency at the rate of exchange prevailing at 
the date that the request is received. 

Article XIV. 
c 

Amounts collected by the competent authorities of one 
State on behalf of the competent authorities of the other 
State shall be paid over immediately, after deduction of the 
costs under Article XV below, to the account of the Central 
Bank of the applicant State with the Central Bank of the 
State applied t,o. 

Article XV. 

No fees or costs shall be charged for action taken on 
requests for assistance. This provision shall, however, not 
apply, in the absence of any agreement to the contrary, to 
emoluments paid to witnesses, experts, agents of execution 
and to legal and judicial fees incurred in connection with the 
service of a document or the enforcement of a revenue claim< 
The revenue authorities shall notify each other as required 
of the probable amount of such costs, fees or charges. \Vhen 
relating to th~ collection of a revenue claim, the amount of 
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charges shall be retained from the amount collected by the 
competent authorities of the State applied to. 

Article XIX. 

The Convention shall not apply_ to measures of conser
vancy in respect to taxes that have not yet been assessed. 

Article XX. 

Over and above the measures of assistance for which the 
Convention provides, the competent revenue authorities of 
the two contracting States may concert together for the 
exchange of information other than that for which provi
sion is made and also for the purpose of the assessment of the 
taxes to which the Convention relates. 
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such costs, fees and charges shall be retained from 'the amount 
collected by the competent authorities of the State applied to. 

Article XVI. 

The Convention shall not apply to measures of conser
vancy in respect to taxes that have not yet been assessed. 

Article XVII. 

Over and above the measures of assistance for which the 
Convention provides, the competent revenue authorities of 
the two contracting States may concert together for the 
exchange of information other than that for which pro
vision is made and also for the purpose of the assessment of 
the taxes to which the Convention relates. 



ANNEX B 

SUGGESTED STUDIES IN THE FIELD 
OF INTERNATIONAL TAX PROBLEMS 

A number of tax problems might be well considered under 
the general heading of "Trade Barriers". Experience has 
shown during the inter-war period that various taxes have a 
definite ,restrictive effect on international trade. These 
include, in addition to the whole problem of double taxation 
through income and similar taxes and through death duties, 
the following: 

(1) Taxes directly inhibitory to the flow of capital such as: 

(a) Exchange taxes on capital t.ransfers both into and 
out of a country; 

(b) Exchange taxes on income transfers such as 
payments of interest, dividends, royalties, an
nuities, etc., from one eountry to another country; 

(c). Exchange and other taxes such as admittance 
taxes on persons travelling for business or other 
purposes and on the amounts taken into or out 
of a country by such travellers; 

(2) Taxes on amounts earned or presumed to have bee"l 
earned within a given country by business visitors 
normally resident in other countries and the onerous 
clearance requirements for tax purposes before visitors 
can leave the country; 

' 
(3) Taxes on earnings attributed to occasional trans-

actions withia a country by a person with his fiscal 
dom!cile in another country; 
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(4) 

(5) 

(6) 

(7) 

Extra-territorial taxation by a cow1try of a foreign 
en~rprise with an establishment in that coWltry, 
on foreign earnings or property arbitrarily ascribed 
to the establishment within the taxing com1try; 

Refusal by a com1try to permit a. foreign enterprise 
to deduct from the earnings of a branch establish
ment within the com1try's territory, expenses incurred 
by the enterprise abroad in connection with that 
establishment; 

Restrictions in the com1try where a foreign enterprise 
has a branch establishment on deductions for business 
expenses, depreciation and depletion that are normally 
allowed in the com1try where the foreign enterprise 
has its fiscal domicile; 

Discriminatory taxation of foreign individuals and 
companies through the imposition of different or 
higher rates than those imposed on nationals or 
domestic companies or the denial of certain allow
ances and deductions enjoyed by the latter; 

• 
(8) Presumptive or empirical tax assessments on foreign 

• individuals and companies. 

In general, the tax and related obstructions on commercial 
activities from one com1try to another have been set fo~h 
in the Report of the League of Nations Joint Committee on 
Conditions of Prioote Foreign Investment. It i~ suggested 
that this work be submitted to the Fiscal Commission of the 
United Nations for study in connection with the above 
subjects, -

A question that has arisen from time to time "is that of 
the application of the most-favoured-nation clause in con
nection with tax treaties. In the past, the view' has been 
that such treaties are contingent upon mutual concessions on 
a bilateral basis. Consequently, such treaties would not 
C_?me within the ordinary field of application of the clause. 
Nevertheless, in view of the close inter-relation between. tax 
treaties and commercial treaties, it might be desirable to 

1 ex~ine again whether tax treaties should not be so formulated 
c 
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• as to permit the application of the most-favotrred-nation 
clause. Obviously, as tax treaties become more and more 
standardised through adherence to the models prepared by 
the League of Nations Fiscal Committell, and possibly in 
future years by the Fiscal Commission of the United Nations, 
the extension of the clause to tax matters may become more 
and more practicable. 

In general, it is becoming increasingly evident that the 
conclusion by an increasing number of States of bilateral 
treaties along the lines of the Model Conventions of London 
and Mexico constitutes the most adequate means of removing 
the existing serious tax obstructions to the international 
flow of capital and foreign trade. 
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FOREWORD 

In the report 1 on the work of its tenth session held in 
London in March 1946, the Fiscal CoiTUllittee of the League 
of Nations expressed itself as follows: 

" During the last session which the Committee held before the 
war, in June 1939, it was suggested that a revision should be under· 
taken of the model bilateral convention& on tax matters which had 
been prepared in 1928 by the General Meeting of Government 
Experts on Double Taxation and Fiscal Evasion.• 

" These models had proved of the greatest value in facilitating 
the negotiation of tax treaties, and the Committee stated in 1935 
that: 

" ' The existence of model draft treaties of this kind has 
proved of real use in such circumstances in helping to solve many 
of the technical difficultiea which arise in such negotiations. 
This procedure has the dual merit that, on the one hand, in so~ 
far as the model constitutes the basis of bilateral agreements, it 
creates automatically a uniformity of practice and legislation, 
while, on the other hand, inasmuch as it may be modified in 
any bilateral agreement reached, it is sufficiently elastic to be 
adapted to the different conditions obtaining in different conn• 
tries or pairs of countries.' a 

" The numerous tax treaties which were concluded duriJlg the 
decade which preceded the war contained, however, various improve• 
menta on the 1928 Model Conventions. The Fiscal Committee, 
for its part, had been able to carry further the work initiated by the 
General Meeting of Government Experts. Moreover, new trends and 
new problems had appeared in the fields of international trade and 
investme'!t· Consequently, it seemed desirable to prepare new model 
conventions t,hat" would reflect the technical progress achieved since 
1928 and codify the views and recommendations that had been 
expressed by the Fiscal Committee in the course ofits various sessions.' 

1 League of Nations document C.37 .M.37 .1946.II.A.: Fucal Commi~ 
Repon on the Work of the Tenth Seuion of the Comminee laeld in Lon®nfrom MGTCII 
20th 1o Marc/a 26th, 1946. 

1 League of Nations document C.562.M.I78.1928.II: Double Tua~ion fUUl 
FU.ol Evaion--Repon prrsent«l by the General Meerin& of ~nl &peril on 
Double Ta.>:alion and Ta.>: Evaion. 

1 League of Nation• document C.252.M.l24.193S.II.A: FUcol Comminei>
Repon lo the Couneil on the Work ofthoFijth Seuion of the Comminee. Geneva, June 
1935. • 

. • See, in particular, League of Nations document C.252.M.l24.193S.II.A: 
FUcol Commi-.-Repon 1o the Council on the Work of the Fifth Se .. ion of the 
Cornrninee, pagea 5 e1 seq. Revised text of the draft Convention for the allocation 
of husinen ineoml' between Statea for the purpose of taxation. • 
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"TW. work of revision and codification was undertaken by a 
Sub-Committee which met at The Hague in April 1940, and wae 
continued by two Regional Tax Conferences which were held under 
the auspices of the Fiscal Committee, in Mexico City in June 1940 
and July 1943. ' 

" The Committee has now studied the result of thie work.l It 
wishee to exprese its agreement with most of the conclusion• which 
were reached by the experte who met in Mexico City in 1943 and is 
of the opinion that the Model Conventions prepared by those experta 
represent a definite improvement on the 1928 Model Convention•. 
Neverthele11, eince the membership of the Mexico City and London 
meeting• differed considerably, it is natural that the participants 
in the London meeting held, on various points, different views from 
those which inspired the Model Conventions prepared in Mexico. 
The general structure ofthe Model Conventions drafted at the present 
session is eimilar to that of the Mexico models. A certain number of 
changes have been made in the wording, and some articles have 
been euppressed because they contained provisions already implied 
in other clauses. On other points, new article• have been inserted to 
make use of certain innovations contained in conventions, such as 
those between the United Kingdom and the United States, concluded 
since the 1943 meeting. Virtually, the ouly clauses where there is an 
effective divergence between the views of the 1943 Mexico meeting 
and those of the 1946 London meeting are those relating to the 
taxation of interest, dividends, royalties, annnities and pensions. 
The Committee ie aware of the fact that the provisions contained in 
th~ 1943 Model Conventions may appear more attractive to some 
States-in Latin America for instance-than those which it has 
agreed during its present session. The two texts are therefore given 
on opposite pages in Annex A. The :Model Conventions, as they now 
etand, can afford gnidance to negotiators of tax treaties. The Com
mittee thinks that the work done both in Mexico and in London 
could be usefully reviewed and developed by a balanced group oftax 
administrators and experts from both capital-haporting and capital
exporting countries and from economically-advanced and less
advanced countries, when the League work on international tax 
problems is taken over by the United Nations. A commentary on 
the new Model Conventions will be published separately in the near 
future, in accordance with the procedure followed in connection with 
the 1943 Mexico Model Conventions." 

The present document is intended to furnish the commen
tary thus requested by the Fiscal Committee. It has been 
prepared by the Secretariat and should not be taken as a 

B~ague of Nationa doewnent C.2.M.2.194S.II.A: Fiacal Commm-Modd 
. Con-imujor U.. Pr....,.,ioA of In......,ionol Double TG%01ion •nd FUml 

E ... -. SKOnd Resional Tu Conf•ona, Mesia>, D.F., July 1943. Geneva, 1945. 
' 
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statement in all its parts of the views of the Committee. It is 
merely intended to provide a working instrument in the study 
of the texts prepared by the Committee. The Model Conven
tions which are going to be considered and are reproduced in 
the Annex refer respectively to the following subject-matters: 

(a) Prevention of the double taxation of income and 
property; 

(b) Prevention of the double taxation of estates and 
successions; 

(c) Reciprocal administrative assistance for the assess
ment and collection of taxes on income, property, 
estates and successions. 

The Model Conventions on the Prevention of Double Tax
ation are also intended to avoid extra-territorial and discrimi-

• 
natory taxation of foreigners. 

International double or multiple taxation arises when the 
taxes of two or more countries overlap in such a manner that 
persons liable to tax in more than one country bear a higher 
tax burden than if they were subject to one tax jurisdiction 
only. The additional burden so incurred must, of course, be 
due not merely to differences in tax rates for the couptries 
concerned, but to the fact that two or more jurisdictions con
currently impose taxes having the same bases and incidence 
without regard to the claims of the other tax jurisdictions. 
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1. COMMENTARY ON THE MODEL BILATERAL 
CONVENTION ON THE PREVENTION OF THE 
DOUBLE TAXATION OF INCOME AND PROPERTY 

INTRODUCTION 

The cases of intemational double taxation that may arise 
in connection with taxes on income and property fall into 
three classes. The first and most important category includes 
the cases due to the co-existence of personal and impersonal 
tax liability. Tax liability is said to be personal when it is 

, based on the personal status of the taxpayer himself--e.g., his 
nationality, domicile, residence. Impersonal tax liability exists 
when a country taxes income earned or received within its 
territory regardless of the personal status of the recipient. 
Any person who is taxable in one country on account of his 
personal status and who receives income from another country 
or holds property therein is exposed to such double taxation. 
This result can be avoided only if one or both of the juris
dictions concerned limit their fiscal claims or allow a credit 
against their tax on account of the foreign tax. 

Under a second category come the cases of double taxation 
due to the fact that countries apply different criteria as regards 
personal tax liability, or define differently the bases of such 
liability. Taxpayers whose personal allegiance is divided 
between two or more countries or is doubtful may be subject 
to double taxation Qf this kind, as, for instance: nationals of 
~me country having their domicile or residence in another, 
persons with a domicile or residence in two different countries, 
persons simultaneously regarded by two tax jurisdictions as 
domiciled or resident in their respective territories. 

A third kind of international double taxation of income 
~nd property includes the cases where two or more countries 
regard a given kind of income or property as taxable in their 
~pective territories because they apply different tests of 
lDlpt.nlonal tax liability. Double taxation of this kind may 
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occur, for instance, when the assets or activities that produce , 
a given income are located or carried out in more than one 
country, or when the income is collected elsewhere than in the 
country where it is earned or from which 'it is due. 

According to the proposals embodied in the Mexico and 
London Model Conventions, double taxation of income and 
property is prevented by two sets of clauses which are mutually 
complementary. In the first place, a definition is given of the 
conditions under which each kind of income as characterised 
by the type of property or activity from which it is derived 
may be taxed in a country according to the criterion of 
impersonal tax liability. In the second place, it is provided 
that taxes so paid are to be deducted from, or credited against, 
the tax due by the taxpayer in the country where he has his 
residence or "fiscal domicile ". 

Both in the Mexico and London drafts, Article I of the , 
Model Convention on income and property taxes defines the 
general object and scope of the instruments. Articles II 
to XII indicate the conditions under which the various kinds 
of income, as defined by their economic source, may be taxed 
in a country when the beneficiary has his residence or " fiscal 
domicile " in the other country. In the Mexico draft, these 
articles follow the principle that income may be taxed in a 
country when it has its source therein: i.e., when it results 
from property or activities located in that country. This 
principle is also admitted in the London draft, but it is 
modified as regards interest, dividends, royalties, annuities 
and private.pensions. 

In both drsfts, Articles XIII and XIV refer to taxation 
in the country of permanent residence or fiscal domicile. In the 
London draft, a new Article XV has been inserted to cover 
taxes on property, capital and wealth. Discriminatory taxationo 
is dealt with in Article XV of the Mexico draft and Article XVI 
of the London draft, which have the same wording. Protection 
of taxpayers' rights is the special subject of Article XVI of 
the Mexico draft and Articles XVII and XVIII of the London 
draft. Finally, the last two articles of both drafts refer to th4! 
implementation and duration of the convention. 

In both drafts, the Model Convention is followed by a 
Protocol containing definitions of su~ phraset. as " &leal 

• 
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domicile ", "permanent establishment " and rules of procedure 
on such ~tters as the allocation of business profits. The 
articles of the Protocol will be considered in the commentary 
which follows together with the articles of the Model Con
vention to which they respectively refer. Henceforth, separate 
reference to the Mexico or London drafts will be made only 
when they differ. Moreover, when an article is referred to, 
it should be taken as an article of the Model Convention and 
when reference is made to an article of the Protocol, it will 
be explicitly stated. 

Ad .Article I.-OBJECT AND ScOPE OF THE MoDEL CoNVENTION 

According to Article I, the Convention is to apply to all 
natural and juridical persons who have their " fiscal domicile " 
in one of the contracting States and, at the same time, derive 

, income which is taxable in the territory of the other State. 
Further, Article XV of the London draft extends the applic
ation of the Convention to " taxes on property, capital or 
increment of wealth ". 

The question of defining and determining "fiscal domicile " 
is dealt with in Article II of the Protocol. This seemed desirable 
because national tax laws and practices differ in those respects. 

A..:~cording to Article II of the Protocol, the phrase " fiscal 
domicile " signifies, in the case of individuals, the place where 
a person has his normal residence or permanent home. This 
definition is that used in the earlier model conventions drafted 
by the Fiscal Committee. It is, however, added that, in case 
the taxpayer has several residences, his fiscal domicile will 
be his main residence, which will be determh1ed in the light 
of the duration, regularity, frequency of his stays, the place 
where the family of the taxpayer is usually present, the 
, proximity to the place where the party concerned carries 
on his occupation. Accordingly, in determining the " fiscal 
domicile " of an individual, reference would have to be made 
not only to the mere possession or availability of a dwelling 
but also the family, social and economic connections binding 
" person to a given ·place. 

The wording of paragraph 4 of Article II of the Protocol 
differs in the Mexico and London drafts. According to the 
Mextico formula, the £\leal domicile of a partner:ship, company 
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' or other similar entity would be situated in the country under 
the laws of which it was organised. According to the London 
formula, the fiscal domicile of such entities would be the 
country in which their real centre of maru\gement is situated. 
In favour of the Mexico definition, it was stated that it agreed 
better with American legal systems. For its part, the London 
definition is that contained in the earlier work of the Fiscal 
Committee and it appears in most tax treaties concluded 
between European countries. 

The Convention is intended to apply to all taxpayers in the 
contracting States, whether nationals or foreigners, provided 
they have their " fiscal domicile " in one of the two contracting 
States. Indeed, since foreigners with their fiscal domicile in a 
country are generally subject therein to a general tax liability 
on their total income from domestic and foreign sources, it is 
legitimate that they should enjoy the double-taxation relief , 
provided by the Convention. 

Nationals of the contracting States who have their " fiscal 
domicile " in a third State do not come under the provisions 
of the Convention, since most countries do not tax their 
nationals having their fiscal domicile abroad, except, of course, 
on the income they derive from their country. The status of 
such persons would have to be considered by tax treaty 
negotiators when one or both of the States concerned bases 
personal liability to income tax on nationality .as well as on 
" fiscal domicile ". 

The Convention is intended to apply to all ordinary and 
special taxe3 on individual and corporate income, whatever 
may be their denomination and method of assessment. In the 
London draft, its provisions extend also to taxes on property, 
capital and wealth to which a reference is made in Article XV 
of that draft. The structure of Article I is such as to enable, 
tax negotiators to indicate, through an enumeration, the taxes 
to which the Convention should apply. Such an enumeration 
might include, in addition to national taxes levied by the 
central or federal Government, taxes levied by political sub
divisions and local authorities such as the States of a federation. 
provinces and municipalities. 

Paragraph 2 of Article I of the Convention contains a 
provision which is intended to assure th()automatic adaptation 

" 
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of the Convention to changes in the taxes of the contracting 
States. It does so by proViding for the extension of the pro
visions of the Convention to taxes or increases of taxes intro
duced after the si{;nature of the instrument, provided such 
new levies rest upon substantially the same bases as the taxes 
enumerated in the convention. It is moreover specified in 
Article XIX of the London draft that " ... in the event of 
substantial changes of tax laws of either of the contracting 
States, the competent authorities of the two contracting 
States shall confer together and take the measures required 
in accordance with the spirit of the Convention ". 

Ad Article !I.-INCOME FROM REAL PROPERTY 

In both the Mexico and London versions, the l\fodel Con
vention follows the generally accepted principle that income 

, from real property is taxable in the country where the real 
property is situated. In this context, income from real pro
perty means the income that results directly from the ownership 
or possession of real property, as such income and property 
are defined in the country where the latter is situated, accord
ing to Article III of the Protocol. The income in question is 
mainly represented by the rent received from a tenant and 
also <the rental value of the property when it is occupied by 
the owner or possessor personally, in case this rental value is 
subject to income tax or to a substitute form of taxation under 
the laws of the country concerned. 

It may be noted that "royalties from immovable property or 
in respect of the operation of a mine, a quarry or other natural 
resource " ate mentioned separately in Article K. That article, 
however, follows the same principle as is contained in Article II, 
and states that such royalties are taxable in the country where 

.. the property in respect of which they are due is situated. 
Profits resulting from the sale and exchange of real property 

are governed by Article XII, but this article applies the same 
principle as in Article II and provides for the taxation of such 
profits in the country where the property concerned is situated. 
" Income derived from the exploitation of lands, buildings, 
~nd sub-soil as a part of a business, including mining, forestry 
and agriculture, does not come within the purview of Article II, 
but;6of Article IV, cmtcerning business income. 
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Ad Article III.-INCOME FROM MORTGAGES 

The effect of Article Ill, paragraph 1, is to make the rule 
governing the income from real property apply also to taxation 
of income from mortgages on such property. This rule would, 
however, not apply to those so-called mortgage bonds which 
are not guaranteed by any specific real property and which are 
issued by credit institutions in order to finance the loans they 
grant on mortgages drawn up in their names. Such bonds 
would come rather under the provisions of Article IX, which 
applies to income from movable capital in general, in the 
Mexico draft, and to interest on debts in the London draft. 

By analogy with the above-mentioned rule on income from 
mortgages on real property, the second paragraph of Article III 
provides that income from mortgages on sea and air vessels 
is taxable in the country of registry, since such vessels are 
generally regarded as being legally situated in that country. • 

· Ad Article IV.-INCOME FROM BusiNESS 

Both in the London and Mexico drafts, " income from any 
industrial, commercial or agricultural enterprise and from any 
other gainful occupation " is governed by Article IV of the 
Model Convention and Articles IV to VIII of the Protocol. 
Such income is mainly represented by business profits and 
this phrase shall be used for brevity's sake. 

The first question which arises in international tax practice 
concerning business profits is the following: What are the facts 
which rendEl!" an enterprise liable to taxation on its profits 
in a foreign country ? This question is dealt with in para
graphs 1 and 2 of Article IV in both drafts. According to the 
Mexico version, an enterprise will be liable to tax on its profits 
in a foreign country if it has carried out its business or activitie~. 
in that country provided such activities did not merely take 
the form of isolated or occasional transactions. On the other 
hand, the London draft requires that an enterprise should have 
a " permanent establishment " in a country to become subject 
to the income-tax laws of that country. o 

It was argued in favour of the criterion contained in the 
Mexico draft that, if an enterprise were to be taxable on its 
profits in a foreign country only if it hams permanent estab.lish-

o 
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ment in that country, some countries would lose revenue. 
Moreover, ~ertain forms of fiscal evasion might be encouraged. 
Indeed, some enterprises might seek to avoid taxation in a 
country by carrying out their business in that country without 
maintaining a permanent establishment therein or by con
cealing the existence of such an establishment. 

However, when the Fiscal Committee considered in London 
the Mexico draft, it referred to the fact that the criterion of 
the " permanent establishment " more or less as defined by 
the Committee in its earlier work t, was contained in nearly 
all double-taxation treaties relating to business income. On 
that occasion, it was stated that the use of this criterion was 
not in itself apt to facilitate fiscal evasion since, in virtue of 
Article XIII of the Model Tax Convention, the total tax 
liability of an enterprise remains, as a rule, the same, no 

, matter in what proportion its income is divided between its own 
country and the foreign country where it may do business. 
Further, it was recalled that the detection of enterprises 
concealing their business from the tax authorities was essen
tially a matter for internal tax administration. Finally, past 
experience was said to show that it is extremely difficult to 
tax foreign enterprises efficiently and equitably when they do 
not JlOSsess a permanent establishment in a country. 

The phrase " permanent establishment " is defined in 
Article V, paragraph 1, of the Protocol. Two conditions are 
required in order for an enterprise to be considered as possess
ing a "permanent establishment" in a country: it must 
have some" fixed place" of business in the country; and that 
place of business must have a productive "Character-i.e., 
contribute to business earnings. 

There are establishments which fulfil only the first condition. 
These should therefore not give rise to income-tax liability in 
the country where they are situated. This class includes 
establishments which do not directly contribute to business 
earnings, such as research laboratories, experimental plants, 
information bureaux, storehouses, purchasing offices, advertis
ing displays and showrooms where no goods are sold. To 

1 ~e,in particular, League ofNationsdocumentC.252.M.l24.193S.II.A: FU<:al 
Comm"'"-R•port ao!M CouP<il on 1M Worlo oj 1M Fifth s ... io,. oj the Commi#M. 
Cene~a, June 1935. (' 
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• 
• apply income tax on an assumed profit in the case of such 

establishments would easily lead to arbitrary or extr~territorial 
taxation. 

The case of purchasing offices deserves special mention and 
various tax treaties contain specific provisions in their con
nection. From a general point of view, it is sometimes argued 
that, when goods are bought in a country, the profits should 
be divided between the two functions of purchase and sale just 
as they are divided between manufacture and sale. It is added 
that to exempt purchasing establishments of foreign enter
prises would constitute a discrimination against domestic 
exporters. On the other hand, it has been pointed out that the 
act of purchasing in itself yields no profits. Indeed, unlike 
producing, converting, processing, manufacturing, sorting, pre
serving, assembling, packing and transporting, a purchase 
adds no value to the thing bought. Consequently, it seems 
that the taxation of a so-called purchasing profit by the 
country where the purchasing establishment is situated, except 
perhaps when income is attributed to a purchasing establish
ment on a commission basis-i.e., as if that establishment 
were an independent agent working for a foreign firm
would give an extra-territorial scope to its income tax. 

Though the Mexico and London drafts do not contaio any 
explicit rule about the income-tax treatment of such establish
ments, it may be mentioned that an earlier unpublished draft 
stipulated that the " mere purchase of goods by an establish
ment in one country for the supply of selling or processing 
establishments in the other country " could not be regarded as 
a basis for income-tax liability in the country where the 
purchase was made. It seemed understood that this rule would 
apply only if the purchasing establishment which the enter
prise concerned maintained in that country confined its 
activities to purchasing only, and rendered no other services 
such as sorting, grading, or packing goods to the enterprise 
to which it belonged. 

The Mexico and London Model Conventions have taken 
over from the earlier work of the Fiscal Committee the pro
visions which allow a distinction to be made between dealings 
through an autonomous agent and dealings through a per
manent establishment or branch. Ac~rding to ArticlEP V, 
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paragraph 3, of the Protocol, a foreign enterprise is· not, in 
principle, liable to income tax in a country if its operations in 
that country are exclusively carried out through a broker, 
commission agent, 'Or other agent of a genuinely independent 
status in that country. An agent, however, will not be con
sidered as independent, according to Article V, paragraph 4, 
of the Protocol, and the enterprise for which he acts will be 
liable to income tax in the country where he is established in 
cases such as the following: the agent habitually acts in the 
name of the enterprise concerned as a duly accredited agent 
and enters into contracts on its behalf; the agent is a salaried 
employee of the enterprise and habitually transacts business 
on its account; the agent habitually holds, for the purpose of 
sale, a stock of goods that belong to the enterprise. 

Article V, paragraph 5, of the Protocol adds that, when the 
• office and business expenses of the agent--in particular, the 

rent of the premiRes used by him when working for the enter
prise concerned-are paid by that enterprise, this fact will 
be regarded as proof of a contract of employment, indicating 
that the enterprise possesses an establishment in the country. 

According to the above-mentioned provisions, there seem 
to be consequently four distinct criteria according to which a 
foreign enterprise may be deemed to have an establishment in 
the country where it deals through an agent: 

(a) Power of the local agent to bind the enterprise; 

(b) Existence of a contract of employment with a 
local agent; 

(c) Maintenance in the country of a stock of goods un
der the control of an agent for sales in that country; 

(d) Payment of the rent of the premises used by the 
agent and of his office expenses. 

Any of these four conditions is sufficient to render an enterprise 
liable to income tax in its own name in the country where an 
agent operates, provided that the condition which is fulfilled 
,corresponds to a permanent state of things or an habitual 
practice. 

On the other hand, paragraphs 6 and 7 of Article V of the 
I'N.tocol stipulate tlhlt foreign enterprises doing business in a 
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country through brokers and commissioned agents of a 
genuinely independent status, or through commercial travel
lers visiting customers or suppliers in a country, should 
not be liable to income tax in that country. 

Paragrap~ 8 of Article V of the Protocol refers to subsidiary 
companies. It states that a subsidiary cannot be regarded as a 
permanent establishment of the parent enterprise. This pro
vision has two main effects. In the first place, the country 
where the subsidiary is situated is not entitled to tax the 
parent company except, of course, on the dividends which the 
parent company may receive from its subsidiary, in accordance 
with the provisions of Article IX of the Mexico draft and 
Article VIII, paragraph 2, of the London Model Convention, 
to which reference is made on page 25. Secondly, in taxing the 
parent company, the authorities of the country in which such 
company is situated may not takA into account the actual • 
profits made by the subsidiary company in the other country, 
but only the dividends and other income paid by the subsidiary 
to the parent company. These rules follow the principle that 
a subsidiary constitutes a distinct legal entity and should 
therefore be taxed separately. At the same time, Article VII 
of the Protocol indicates the criteria according to which the 
correctness of the mutual relations between parent and. sub
sidiary companies can be checked so as to avoid abuses 
resulting in the diversion of profits or losses from one company 
to the other. 

While paragraphs 1 and 2 of Article IV of the Model Con
vention and. the complementary provisions in Article V of the 
Protocol, which have been considered above, define the 
conditions under which an enterprise may be subject to 
income tax in a foreign country, paragraphs 3 and 4 of 
Article IV of the Model Convention and Article VI of the Pro
tocol refer to the method of determining the share of its" 
total profits on which an enterprise may be taxed in a 
foreign country when it possesses an establishment in that 
country. 

The main principle regarding allocation of profits is tha~ 
the profits on which a branch or permanent establishment of a 
foreign enterprise may be taxed in the country where such 
establishment is situated cannot exceet.\ the earnings tha\ are 

• 
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the direct result of the activities of the establishment concerned ' 
or the yieid of the assets pertaining to it. Concerning the 
method of application of this principle, section A of paragraph 1 
of Article VI of ihe Protocol states that " there shall be 
attributed to each permanent establishment the net business 
income which it might be expected to derive if it were an 
independent enterprise engaged in the same or similar activities, 
under the same or similar conditions". This method of deter
mining or allocating the profits attributable to a permanent 
establishment is known as the method of separate accounting. 
Its intended result is that each establishment or branch is 
taxed as if it constituted a distinct independent enterprise 
and the profits of the establishment are assessed independently 
of the results of the business done elsewhere by the enterprise 
to which it belongs. This method implies as a rule that records 

, and accounts are kept for each establishment on the same 
basis as in the case of an independent enterprise engaged under 
similar conditions in the same line of business. The purpose 
of these accounts is to express dealings made with other 
establishments of the enterprise as if those dealings were with 
other firms unconnected with the establishment and were 
conducted in accordance with the market conditions relevant 
to such dealings. 

The use of the method of separate accounting as the funda
mental procedure for the determination of the profits attribut
able to each country in which an enterprise has an establish
ment is intended to serve four purposes: first, by treating a 
branch establishment not as part of an enterprise but as a 
self-contained unit and thus generally avoiding reference to 
results or data outside the country concerned, it gives the 
taxation of branch establishments a strictly territorial scope 

• not extending beyond the boundaries of the countries con
cerned; secondly, the method helps to enforce the principle of 
equality of treatment of foreigners by placing, in principle, 
branches of foreign enterprises on the same footing as similar 
establishments of domestic enterprises as regards the computa
~ion of receipts and expenses, which, once they have been 
allocated or apportioned by separate accounting, are to be 
treated in accordance with the tax laws of the country to 
which they have beenlattributed; thirdly, the use uf separate 

' 
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accounting as a. basis for the assessment of income tax conforms 
to the usual pra.ctice a.mong concerns engaged in htterna.tional 
business of keeping separa.te accounts for each of their establish
ments; finally, sepa.rate accounting serves 1!he revenue interests 
of the country concerned, since, when it is properly applied 
and supe1vised, it prevents the concealment of profits or 
their diversion from one country to another. In this connection, 
Article VI, paragraph 1, section B, of the Protocol specifically 
foresees the possibility of a rectification by the fiscal authorities 
concerned of the " accounts produced, especially in order to 
correct errors or omissions, or to re-establish the prices or 
remunerations entered in the books at the value which would 
prevail between independent persons dealing at arm's length". 
A rectification made in the accounts of an establishment 
situated in one country should not, however, result in double 

. taxation of the enterprise concerned. A rectification made in. 
one country may therefore call for a corresponding adjustment 
in the accounts of the establishment in the other country with 
which the dealings to which the rectification referred have 
been effected. This matter is dealt with in the second sentence 
of the above-mentioned section B of pa.ragraph 1 of Article VI 
of the Protocol. 

The assessment of the profits of a permanent establismnent 
according to the method of sepa.rate accounting implies that, 
when required, the necessary data are made availa.ble by the 
enterprise concerned to the tax authorities, and that the records 
of the establishment conform to certain standards of complete
ness and acc.uracy. When such conditions are not fulfilled, the 
assessment muwt be made on a presumptive basis. It is to this 
question tha.t Article VI, paragraph 1, section C, of the Protocol 
refers. There it is provided that, if the establishment does not 
produce an accounting, or the accounting produced is deficient 
and the deficiencies cannot be remedied, or if the tax authorities 
and the taxpayer agree, the profits of the establishment 
involved may be determined by applying a certa.in percentage 
to its gross receipts. The object of the procedure remains, 
however, to treat the establishment of the foreign enterpris~ 
according to the same standards as a similar domestic concern 
engaged in the same line of business. ~~ is therefore suggested 
that the ~rcentage should be fixed bS~ comparison witbo the 

• 
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conditions and the results of similar enterprises operating in 
the countcy. Moreover, it is specified that, when the activities 
of a permanent establishment resemble those of a commission 
agent or broker, tl:re income may be determined on the basis 
of the customary commission received for such services. It 
may be noted that this "commission basis" may, when 
appropriate, be used by establishments keeping regular 
accounts and entitled to be assessed according to the method 
of separate accow1ting. 

Section D of paragraph 1 of Article VI of the Protocol 
deals with the cases where neither the method of separate 
accounting nor the method of a percentage of gross receipts 
is applicable. Such a situation arises when a comparison 
between the nature of the activities and the conditions of 
operation of the establishment of the foreign enterprise cannot 

, be made with those of full-fledged domestic enterprises. It is 
provided that, in this case, the method of fractional apportion
ment may be applied. Under this method, the earnings of each 
establishment are computed as a proportion of the entire profits 
of the enterprise to which the establishment belongs, on the 
basis of the general balance-sheet and profit-and-loss account 
of the enterprise. Such fractional apportionment may be 
unlimited or limited. In the first case, it takes as its starting
point the total income derived by the enterprise as a whole 
from all sources. In the second case, reference is made only 
to that part of the total profits of the enterprise which is 
derived from transactions in which a part has been taken by 
the establishment whose share in the total profits is to be 
determined. It is to this second form of fractional apportion
ment that recourse may be had according to the Protocol. 
The share of the total profits from joint transactions that is 

, attributable to the establishment concerned is to be determined 
by dividing these profits according to the ratio that exists 
between certain factors pertaining to the establishment 
concerned and the total of the same factors for the entire 
enterprise. Examples of the factors that may enter into the 
,apportionment formulm are plant and equipment, circulating 
capital, payrolls, cost of operation, physical output, turnover. 
It is understood that. the selection and the weighting of the 
dift'..lrent factors thatht may appear appropriate -to use will 
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• 
• differ according to the type of enterprise. It is, however, 

provided that the formulm of apportionment • should be 
" so selected as to ensure results approaching, as closely as 
possible, those which would be refleoted by a separate 
accounting ". 

Though the method of fractional apportionment is men
tioned by the Model Convention only in the third place, after 
the methods of separate accounting and percentage of turnover, 
this does not mean that .the partial use of fractional appor
tionment is excluded when, as is generally desirable, branch 
establishments are taxed according to the method of separate 
accounting. There are, indeed, in most enterprises with two 
or more establishments certain iteinB of expenses that must 
necessarily be apportioned in order to achieve the object of 
separate accounting, which is to place branches of foreign 
enterprises on the same footing as domestic concerns. An • 
application of this idea is found in paragraph 2 of Article VI 
of the Protocol, which provides that, in the determination of 
the net income of a permanent establishment according to 
separate accounting, a. share of the general expenses of the 
head office of the enterprise may be charged to the establish
ment. 

The object of paragraph 3 of Article VI of the ProtQcol is 
to state explicitly certain corollaries of the method of separate 
accounting as applied to banking and financial enterprises. 
Thus it says that the interest on the permanent capital allotted 
t.o a. branch cannot be deducted from the income of that branch 
in the counj;ry where it is situated even if the capital takes 
the form of an. advance, loan, overdraft or deposit. On the 
other hand, when such iteinB do not represent the permanent 
capital of the establishment concerned, the corresponding 
interest may be deducted from the gross income of the debtor 
establishment and treated as a receipt of the creditor estab! 
lishment. 

In view of their special conditions of operation, insurance 
companies represent one of the forinB of enterprise which call 
for particular rules in the allocation of their profits between 

• their various establishments. It has seemed desirable, there-
fore, to specify in Article VI, paragraph 4, of the Protocol 
that, wheJ.Oe required, the taxable incobe of the branch qJ an . ~ 
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insurance company may be determined either by the method 
of percentage on gross receipts or by fractional apportionment. 
In the first case, coefficients established by reference to cor
responding national enterprises in the country concerned 
would be applied to the gross premiums resulting from the 
activity of the branch concerned. In the second case, the 
income of the branch in question would be determined by 
applying, either to the total net income of the concern as a 
whole, or merely to that part of the total operating and invest
ment income of the enterprise as a whole which corresponds 
to the kind of activities in which the branch in question is 
engaged, the ratio existing between the gross premiums 
received by the establishment and the total gross premiums 
received by the enterprise in connection with the same kind 
of business. 

Ad Article V. - INCOME FROM INTERNATIONAL 

NAVIGATION 

The effect of Article V is to make income from international 
maritime and air transport taxable only in the country where 
the vessel is registered provided the owner or operator has his 
fiscal.domicile in that country. The difference in wording of 
that article in the Mexico and London drafts is due to the fact 
that an attempt has been made to state this rule more precisely 
in the latter draft. The rule in question is contained in numerous 
special and general tax treaties. It is intended to facilitate 
the operation of international transport enterpri11es. It also 
avoids the numerous difficulties which experisnce has shown 
to be involved in the taxation of profits from international 
navigation outside the home-country of the operating enter
prise. 
, For its part, inland water transport is not affected by 
Article V and remains, like rail and road transport, subject 
to the provisions of Article IV, which applies to business 
income in general. The provisions of that article remain 
applicable also to the income that a maritime or air transport 
enterprise might derive from services other than actual mari
time or air transpo~.g., warehousing charges, insurance 
com.:missions and travl'~ agency fees. • 
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Ad Article VI.-REMUNERATION FROM PERSONAL SERVICES 

AND PRivATE EMPLOYMENT 0 

Article VI of the London draft reproduces Article VII of 
the Mexico draft 1 and it is intended to• cover the earnings 
from all private employments and professions. It does not 
apply, however, to private pensions, which are dealt with 
separately in Article XI, or to other forms of earned income 
which are mentioned in other articles such as Articles IV, V, 
VI and VIII. 

The first paragraph of Article VI lays down the general 
principle that remuneration for labour and personal services, 
as understood in this context, is taxable only in the country 
where the services are rendered. According to paragraphs 2 
and 3 of that article, however, a person having his fiscal 
domicile in one of the contracting States will be considered as 
having rendered services in the other contracting State only• 
if the period or periods during which he has stayed in the other 
country exceed 183 days. This modification of the rule of 
taxing the remuneration for personal services in the country 
where the corresponding services are rendered is intended to 
facilitate the operations of enterprises engaged in international 
trade and the movement of workers across national borders. 

Paragraphs 4 and 5 deal specifically with indepe'hdent 
professions and embody rules similar to those of paragraphs 2 
and 3 of Article IV relating to the taxation of business income 
according to the criterion of permanent establishment. Accord
ing to paragraph 4, the country where the earnings from 
professional•services are to be taxed is determined not by the 
actual place w.D.ere the services are rendered but by the place 
where the taxpayer concerned has a permanent establishment 
in which or from which he renders his services. Paragraph 5 
relates to the person who has offices in both contracting States. 
In this case, the taxpayer will be taxable in each State only 

1 The change in numeration ie due to the elimination of the article of the 
Mexico draft relative to "direeton' pereentageo, attendance feeo and other opecial 
remuneration paid to direeton, managen and auditon of eompanieo ". In 10 fB 
u the avoidance of international double taxation wu concerned, it wu otated 
that theoe itemo did not appear to eall for apecial rule1 and could be con":eniently 
covered by the seneral provieiono of tbe article rei -,tive to the ..,mnnerabon from 
peroonal oervlteo and private employment. •, o 

L 
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to the extent that the income he receives results from services , 
rendered in or from the office situated in that State. 

Ad Article VII. -oCIVIL SERVICE SALARIES AND PENSIONS 

The provisions contained in Article VI of the Mexico draft 
concerning civil service salaries and pensions have been re
worded in Article VII of the London draft so as to be at once 
more comprehensive and precise. The effect of the article as 
it now stands is to exempt from income tax in a country 
remuneration from personal services rendered in that country 
when the following conditions are fulfilled: 

(a) The paying authority must be the Government, a 
political subdivision or a governmental agency of 
one of the contracting States ; 

(b) The payee must be a national of the above-men
tioned State; 

(c) The payment must be in respect of the performance 
of diplomatic, consular or other governmental 
functions; 

{d) Such functions must fall within the normal field of 
governmental duties and must not be connected 
with the carrying-on of a trade or a business on 
behalf of the paying authority. 

Contracting States may find it convenient to specify the 
officials or functions that are to be covered by this rule, which 
is not intended to restrict any tax immunity 'or· privilege 
granted to diplomatic or consular agents under international 
usage or treaties. 

Ad Artide VIII.-DIVIDENDS 

In the Mexico draft, dividends and interest were covered 
together under the phrase " income from movable capital " 
in Article IX of the Convention, which was completed by a 
definition in Article IX of the Protocol. 

In the London dr~ft, Articles VIII and IX, which deal 
&epa.&"ately with divideitds and intereet, have taken the place 
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• 
of Article IX of the Mexico draft. According to this article, 
dividends were to be taxed in the country where• the capital 
from . which they were derived was invested-i.e., put into 
productive use. The result was that in JllOst cases dividends 
would have been taxable in the same country as the business 
profits from which they were paid out. 

According to Article VIII, paragraph 1, of the London 
draft, dividends are taxable in the country where the distribut
ing entity has its fiscal domicile or, according to the provisions 
of Article II, paragraph 4, of the Protocol, its " real centre of 
management". Therefore, in the case of a company having a 
branch establishment in a foreign country, the profits earned 
by the company will be taxable, in whole or in part, in that 
country according to the provisions of Article IV, which applies 
to business profits as such. But the dividends, or the profits 
the company itself distributes, will be taxable exclusively in 

• the country of its fiscal domicile, subject, of course, to the 
provisions of Article XIII which apply to the taxation of the 
income as a whole of the person receiving the dividends. 

The principle laid down in paragraph 1 of the present article 
is reasserted in paragraph 3 of that article, which refers also 
to "undistributed profits ". This reference is justified by the 
fact that, when distribution of dividends falls below a certain 
limit, the legislation of certain countries provides for a special 
tax on "undistributed profits ". It remains permissible, 
however, for countries which tax the earnings made by 
companies and similar entities through profits or corporation 
taxes, to. a~ply such taxes under the rules of Articles IV 
and XIII. • 

Paragraph 2 of the present article is intended to avoid the 
special cases of double or multiple taxation which may occur 
when the income distributed by a company is derived from 

• dividends received from subsidiaries or related companies, etc. 
It was thought that an equitable and convenient manner of 
avoiding such double taxation was to exempt inter-company 
dividend distributions when the recipient company had a 
dominant participation in the management or capital of th" 
paying company, so that the dividends tax is collected once 
only on the final distribution of dividt'lnds. 

" 



26 CO:MXENTARY 

Ad .Arlich JX.-INTEREST ON DEBTS 

• 
According to the provisions of the London draft, interest on 

all kinds of indebWness is to be taxed, in principle, exclusively 
in the State where"the creditor has his fiscal domicile. This 
is the opposite of the rule contained in Article IX of the Mexico 
draft. Indeed, it was considered that, especially as regards 
interest, the country from which capital originated had a prior 
right to tax such interest wherever the C'apital was invested. 
Nen•rtheless, it was conceded that the State of the debtor 
could tax such interest in the same way as if it were paid to 
nationals or residents by means of deduction or withholding 
at source. At the same time, it was thought that this with
holding tax should not exceed a certain percentage to be 
fixed by agreement. 

Both as regards dividends and interest, it should be noted 
•that the treatment of income from movable capital is one of 
the most complex questions that arise in connection llith the 
prevention of international double taxation. In this matter, 
there is an opposition of interests between capital-exporting 
countries and capital-importing countries. The revenue 
interests of the former are best served by taxation of income 
from capital at the home of the creditor or beneficiary; those 
of th~ latter countries by taxation at the home of the debtor 
or, rather, the place where the investment is used. 

The practical solution of the problem depends, in most 
cases, on the extent to which each of the contracting States is 
willing to limit its right of taxation in order to facilitate 
international investment. In this connection, it· is advisable 
that regard should be had not only to the incidence of a tax 
on the income from imported capital, and the immediate 
effects of such measures on public revenue, but also to the 
".Oilllequences, economic and fiscal, entailed by the economic 
development, trade and increase of income which in both 
countries may follow the capital movements in question. 

Ad Article X.-RoYALTIES FROM REAL EsTATE, PATENTS 

AND CoPYRIGHTS 

• In the Bame way as,other income from real property, which 
Js g"verned by Article1 II of the Model Conventior., royalties 
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• 
, received by a person, as owner or possessor of real property 

in consideration of the right to use or exploit natu"ral deposits 
and resources situated on the surface or in the subsoil of his 
property, such as mines, quarries, wells, .springs, waterfalls, 
forests, are taxable in the country where the property is 
situated. In so far as a distinction between income governed 
by Article II and Article X respectively is required, for instance, 
in connection with computation of taxable income or applica
tion of tax rates, reference should be made to the provisions 
of Article III of the Protocol. 

The second paragraph of Article X refers to royalties from 
scientific, industrial and commercial property, such as patents, 
secret processes and formulre, trade-marks and trade-names. 
The Mexico Convention, applying the principle of immediate 
economic origin, placed them under a single rule according to 
which the royalties are taxable in the country where the patent 
or other similar right to which they correspond is exploited. 
As a result, the returns of patents and similar rights always 
remained taxable in the country where the rights were used, 
whether the proprietor exploited them himself or through a 
lessee. 

Following a similar line of reasoning to that which inspired 
the new wording of Articles VIII and IX of the London draft, 
royalties from patents and similar rights are made taxable 
in the new version of paragraph 2 of the article under considera
tion exclusively in the country to which the grantor belongs. 
A restriction to that principle is, however, made by the new 
paragraph 3. in case the concession has taken place between 
inter-related enterprises. In that case, the royalties become 
taxable in the country where the rights are exploited subject 
to deduction of " all expenses and charges including depre
ciation relative to such rights ". 

The fourth paragraph of Article X in the London draft is 
identical with the third paragraph of the Mexico version. 
Copyright royalties from artistic and scientific productions, 
wherever earned, remain exclusively taxable in the country 
where the recipient has his fiscal domicile or permanent 

' establishment. The specific purpose of this rule is to facilitate 
cultural exchanges. · 

• 
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Ad .4.rtid~ XI.-PluVATE PENSIONS AND LIFE ANNUITIES ' 

The llf'xico draft made private pE'nsions and life annuitif's 
taxable &<'cording tp the principle of taxation by origin in the 
country \\'hf.'re the debtor bas his fiscal domicile. This was 
in line \\ith the rule adopted in Article IX of that draft as 
n-gards income from movable capital. In the London draft, 
private pE'nsions and life annuities are made taxable in the 
country of fiscal domicile of the creditor, as in the case of 
interest from debts. In both drafts, Article X of the Protocol 
contains a llpE'Cial provision relating to the taxation of allow
ances of students and apprenticE'S from one country who are 
st&)ing in the other for their studiE'S or training. These 
remittances are made exempt from taxation in the country 
where the beneficiariE'S are studying. 

Ad Article Xll.-CAPITAL GAINS 

The first paragraph of Article XII in the London draft 
reproduces the provisions already contained in the Mexico 
draft. It stipulates that gains derived from the sale or exchange 
of real propE'rty are taxable only in the State in which the 
propt'rty is situated. As in the case of taxation of income from 
real property covered by Article II of the Model Convention, 
the clauses of A.rticll'S II and III of the Protocol would apply 
as regards matters of definition. 

The second paragraph of Article XII in its London wording 
extends the provisions of Articles IV and V as. regards the 
taxation of the gains derived from the sale .or {'xchange of 
assets other than real propE'rty appertaining to a business 
enterprise. In other words, such gains would be taxable in 
.the country where the income of the propE'rty which has 
been disposed of would itself be taxable. · 

The third paragraph states that gains derived from any 
other capital asseta not covered in the preceding paragraphs 
should be taxed in the country of the fiscal domicile of the 
~ipient. It is, of course, understood that the clauses referred 
to above apply only to the extent that the internal tax legisla
tion of e. f'.ountry provi~es for the taxation of such capital gains. 
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• Ad Article Xlll.-TAXATION RIGHTS OF THE CouNTRY 

OF " FISCAL DOMICILE " • 

Except for a slight change in wordingo which affects only 
the last section of the English text, the provisions of Ar
ticle XIII are the same in the London and Mexico drafts. 
This article reserves to the country where the taxpayer has his 
fiscal domicile the right to tax the taxpayer's entire income 
even when it is taxable, in part or as a whole, in the other 
country. From the tax due in the country of " fiscal domicile " 
a deduction has to be made, however, on account of the taxes 
paid in the other country in accordance with the preceding 
articles of the Model Convention. The simplest manner of 
determining this deduction would be to take the actual amount 
of tax paid in the other country. Regard is to be had, however, 
not only to the interests of the taxpayer but also to those, 
of the State in which he has his fiscal domicile. Article XIII 
admits, therefore, that, from the tax due in the country of 
" fiscal domicile ", the taxes due in the other country should be 
deducted only to the extent that they do not exceed that 
proportion of the tax effectively due in the country of domicile 
which corresponds to the proportion of the income taxable in the 
other country in relation to the entire income of the tax}ll\yer. 

It may be noted that the above-mentioned limit of deduc
tion will operate in the country of " fiscal domicile " only 
when the tax schedule in the other country is so high that the 
effective percentage of tax in respect of the part of income 
taxable in it~J territory exceeds the tax percentage which in the 
country of " fiscal domicile " corresponds to the total income 
of the taxpayer. 

In bilateral treaties, it may be found advantageous to 
combine with the clauses of Article XIII provisions fixing or 
limiting the rate of tax applicable to the income derived 
from a country by a taxpayer having his " fiscal domicile " 
in the other country. Such fixed or ceiling tax rates might, in 
particular, be contemplated in connection with income from 
capital and this is provided for in paragraph 3 of Article I~ 
of the London draft. 

A special question arises in connection with dividends paid 
to a person by a company in the coi.mtry other than jhat , ~ 
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in which he has his • fis<-al domicile ". Depending on the · 
system followed by that country in re11pe<-t of the taxation of 
corporate income, the tax home by such dividends may take 
different form~.§., the form of a tax paid by the distributing 
company in its own name or that of a tax on corporate earnings. 
Th~>refore, to ~>nable the taxpaycr in receipt of dividends so 
taxed in the country of their origin to obtain, in connection 
"ith such dhidends, the dc<luction provided by Article XIII, 
it may be desirable to stipulate thnt taxes which a company 
is required to withhold from dividends it distributes or to 
pay on such dividends shall be considered as having been paid 
by the shareholder for the purpose of this article. 

Taxable y~>ars and tax colll'l'tion dates differ from country 
to country. This should be considered when determining, in 
tax treaties, the taxes which may be deducted or offYet against 

, one another according to Article XIII. 

Ad Artick XIV.-FtscAL DomCILE IN Two CouNTRIEs 

Article XIV 1 relates to the case of taxpayers who, 88 the 
result of the construction given to the articles ofthe Convention 
by the national tax administration or of the internal legislation 
of tl>e contracting parties,· might be regarded 88 having a 
.. fiscal domicile " in each of the two countries concerned. 
It also applies to taxpayers who move from one country to 
another in the course of a taxable year. 

In its present wording, the article implies that income tax 
is collected in the year following that in which the income 
was earned. It provides that the tax pertaining to the country 
of .. fiscal domicile " under Article XIII shall be divided 
between the contracting States in proportion to the period 
of stay during the taxable year, or according to some other 
'proportion to be agreed upon by the competent authorities. , 
In connection with this article, there arises the same question 
as was mentioned in the final paragraph of the commentary 
to Article XIII concerning differences in taxable years • 

• 
1 Due to an editorial error, the order of the preoeat article and the followinc 

·~ .... beeu inverted in the oriJ!inal text of the London draft eontained iD the 
Fiocal. Com~ittee:• R•port.,. ·.~a. Worlc of 1M T•llllt Se.,ion of 1M Commit&H. Thd 
error 11 rectified m the text reprodueed in the Annex. ' 

I 



INCOME AND PROPERTY 31 

Ad Article XV.-TAXES ON PROPERTY AND WEALTH 
• 

This article, which was not included in the Mexico version, 
was drafted at the London meeting in oqler to take care of 
the cases of double taxation which may arise in connection 
with the taxes on property, capital and increment of wealth 
which a number of European countries apply as a complement 
to income taxes or have introduced as special war or post-war 
measures. The principle laid down in this article is that pro
perty, capital and increment of wealth may be taxed in a 
country only if that country would have the right to tax, 
according to the preceding provisions of the Model Convention, 
the income originating from the assets in question. 

Ad Article XVJ.-EQUALITY OF TREATMENT 

The purpose of Article XVI is to prevent discriminatory • 
treatment in one country of taxpayers having their " fiscal 
domicile " in the other country whether or not they are 
nationals of that country. It specifically debars either of the 
contracting States from subjecting taxpayers having their 
fiscal domicile in the other State to higher or other taxes 
than those applicable in respect of the same income to tax
payers who have their fiscal domicile in the former Sta\e or 
are nationals of that State. There is no doubt that these pro
visions are also intended to apply, mutatis mutandis, to the 
taxes on property, capital or increment of wealth mentioned 
in Article XV, though this is not specifically stated in the 
llodel Coitvention . 

• 

Ad Article XVII.-TAXPAYERS' RIGHTS OF APPEAL 

The special procedures of appeal provided for in Article XVII 
are intended not to replace but to supplement the procedures' 
of tax appeal established by the tax legislation of the con
tracting States. The taxpayer who, in spite of the provisions 
of the Convention, has suffered double taxation has the option 
of filing his appeal with the tax authorities of the country, 
of which he is a national or of the country where he has his 
fiscal domicile; for it seems legitimate ~hat he should he able 
to obtain the protection in tax matters, of one or the o~er 

• ' 
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State &("CCrding to the dreumstan<'<'S. It should, mort"over, be , 
noted that the p['()('{'dure <'Ontemplated io~ not a judidal 
p~Urt", but a dirt"('t <'onsultation bt'twet'n the tax adminio~· 
trntions involved. • 

Ad .Article XVIII.-GEXERAL PRESERVATION OF TAXPAYERS' 

RIGIITS 

It may happt'n that the internal legislation of a country 
party to a double-taxation trt"aty grants ct'rtain benefits to 
taxpayers in the form of exPmptions, dcduetions, credits, 
allowances, rights of appt'al, etc., which are more advantageous 
or more convl'nient to the partii'S concl'rned than the provisions 
of the Yodel CQnvention. It is the object of the new Article 
XTIII of the London draft to 11pecify that such benefits are 
not impairt"d by the provisions of the Convention. 

Ad .Article XIX.-RELATIONS BETWEEN TAX 

AIHII.SISTRATIO:SS 

The object of Article XIX of the London draft, which, 
except for an additional clause, follows the wording of Ar
ticle XTII of the :Mexieo draft, is to entitle the tax administra
tioruJ of the contracting States to COrrt"RilQnd directly with 
one another and to C<>-<>pt'rate in the application of the Con
vention, without neci'SS8rily having to resort to diplomatic 
channels. It also enables them to agree on administrative 
provisions which, while not exprt"ssly provided for in the 
Convention, are in accordance "ith its spirit ·and may be 
required to give it full effect. • 

The addition to which reference has just been made is 
intended to pt'rmit tax administrations to adapt the provisions 

·of the Convention in the event of " substantial changes in the 
tax laws " "ithout having resort to the formal conclusion 
of a new convention. 

Ad Article XX.-RATIFICATION AND DURATION 

OF THE CONVENTION 

The final article of ~he Convention dPals with the procedure 
of ratification. It r~fers also to the entry into force of the 

( 
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. 
• Convention and to its duration. In this connection, an initial 
period of three years is suggested, as such a perio.t seems to 
be generally desirable in order to give sufficient trial to the 
system of preventing double taxation which.is embodied in the 
Model Convention. A question which tax negotiators may have 
to consider in fixing the dates of entry into force of the Con
vention is that of the possible differences in fiscal years. In 
many conventions that have been concluded in the past, 
their date of entry into force has been fixed independently 
of the actual date of ratification. Quite a few of them 
have been made retroactively applicable to tax claims 
relative to previous tax years that are outstanding at the 
time of the signature of the convention and which would not 
have arisen if the facts motivating such claims had taken 
place after the entry into force cof the convention. 
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II. COllliE:\""T.ARY 0~ TllE MODEL BILATERAL 
CO:\'TEXTIO~ FOR THE PREVE~TIO~ OF THE 
DOUBLE TA.X.A.TIO~ OF ESTATES AND SUCCES
SIOXS 

GENERAL 8TRt:C'lTRE OF TUE MODEL CONVENTION 

. 
There is an analogy between the forms of double taxation 

that may occur through duties on estates and successions 
and through taxes on income and property . 

.As in the case of income tax, liability to estate and suc
cession duties may indeed have a personal or an impersonal 
basis. In other words, an estate may be held liable to duty 
in a country on account of the nationality or domicile of 
the deceased and, at the same time, be taxed in another 
country on account of the situation of property belonging 
to the estate. 

Double taxation of an estate may alt~o oc<'ur because it 
is taxable in one country on account of the nationality of the 
deceased and in another country on account of his domicile. 
In this connection, there may be, furthermore, differences 
as to the determination of the nationality or the domicile 
of the deceased. • • 

An estate will also be exposed to double taxation when 
two or more countries regard a given property as subject 
to duty in their respective territories because they employ 

, different criteria regarding impersonal tax liability. One 
country may, for instance, take into account the physical 
location of the property, while the other refers to the legal 
situs of sueh property, and there may be divergencies as 
to the determination of such situs. 

• Consequently, there is a noticeable parallelism between the 
Model Convention on estates and suceession duties and the 
Model Convention co'\cerning ineome and property taxes, both 
in f.he Mexico and London drafts. 

' 
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• 
The field of application of the Model Convention on estates 

and successions is defined in Article I. Articles Il"to IV refer 
ta -the taxation of estates according to situs. Article II deals 
especially with real property and its appurt:&nances, Article III 
with-- personal property related to a business enterprise and 
Article IV with other kinds of personal property. Article V 
regulates the allocation of debts between the two cmmtries 
concerned in order to determine the net value of the estate 
taxable in each country. Taxation in the country of domicile 
of the deceased is governed by Article VI, which, in a manner 
analogous to Article XIII of the Model Convention on income 
and property taxes, provides that the country of domicile of 
a deceased person, while entitled to tax the entire value of 
the estate involved no matter wliere the property is situated, 
should grant a deduction from its taxes on account of the 
taxes paid in the country where a part of the estate is taxable 
in accordance with any of the provisions of Articles II to V.' 
In the London draft, however, real property is excluded 
from taxation in the country of domicile. Article VII refers 
to the continuous eo-operation which should be maintained 
between tax administrations for the purposes of the application 
of-the Convention, and Article VIII refers to the entry into 
force, duration and termination of the Convention. • 

The Convention is followed by a Protocol containing rules 
intended to facilitate the settlement of questions arising in 
connection with the determination of domicile of a deceased 
person and the taxable situs of the various kinds of property. 
h• this respect the London draft is more complete than the 
Mexico d;aft' aqd contains specific indications as to the deter
mination of the situs of personal property for the purposes 
of estate duties. According to the method followed in the 
commentary on the Model Bilateral Convention for the Pre
vention of Double Taxation of Income and Property, the' 
provisions of the Protocol to the present Model Convention 
will be dealt with in conjunction with the articles of the main 
Convention to. which they refer. 
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Ad .Article /,-OBJECT AND ScOPE OF THE MODEL 

C.oNVENTION 

The wording of Article I in the London draft is simpler and 
' brieft>r than in the Mexico draft. But it is clt>ar in both drafts 

that the provisions of the Model Conventions are to apply 
to the esta~ of persons domiciled at the time of their death 
in either one of the contracting Statt's, whether or not they 
were nationals of that State or of the other State. The estate 
of a foreignt>r is indt>ed generally subject in that country to 
the same tax liability as the ('State of a national. It seems 
therefore appropriate that rt>lief from intt'rnational double 
taxation of an ~te should be granted, irrespective of the 
nationality of the deceased, wht>n he was domiciled at the 
time of his death in either one of the contracting Sta~. 

In the present Model Convention, " domicile " is defined 
' somewhat differently from what it is in the Model Convention 

for the Prevention of the Double Taxation of Income and 
Property. In that text, it may be recalled, the "fiscal domicile " 
of the indhidual is "the place where the individual has his 
normal residence, the tt>rm • r('Sidem·e ' being understood to 
mean permanent home ".1 According to Article I of the 
Protocol of the Model Convention on estate and succession 
duties, "the domicile of a person at the time of his death 
is the place where he then had his permanent residence with 
the manifest intention of retaining it ". Although the wording 
of this definition of " domicile " differs slightly from that of 
the definition given by the General Meeting of Govemme,nt 
Experts on Double Taxation in their model 'bilateral con
vention on succession duties, their commen~ on the matter 
still apply to the new definition. They stated that: 

" It ia clear that the conception of domicile appropriate to a duty 
which ia levied once and Cor all on the occaoion of death must imply 
a greater degree of permanence than the conception on which an 
annual tax auch aa the income tax ia baaed. It ia unlikely that any 
State would claim the right to levy a death duty on the whole pro· 
perty or a deceaaed peroon on the ground that at the time or hi• 
death he wu temporarily reoident within iu bordero if hio permanent 

1 
1 

MO:del Bilateral Convention for the Prevention o( the Double Taxation o( 
neooone and Property. Protoeol, Article II, paragraph I. • 

r 
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home and true economic allegiance lay elsewhere. But when it ia 
sought to define the precise character and degree of permanence of 
the residence which should exist in order to justify a claim to tax on 
the ground of domicile, wide divergerlcies of view are found to exist 
in the different legal systems of the various lountries of the world. 
In these circumstances, it has not been found possible to do more 
than frame a definition which seems to command the greatest common 
measure of agreement in the various codes of law"·' 

The second paragraph of Article I of the Protocol covers 
the case of deceased persons who at the time of their death 
had no domicile as defined above and were nationals of both 
contracting States. In such cases, it shall be presumed that 
the deceased " had his domicile in the country in which his 
family, social and economic interests were centred". Though 
there is no provision in the present text concerning deceased 
persons who had no " domicile " as defined above but were 
nationals of only one of the contracting States, it may be. 
presumed that it was intended that in such cases the deceased 
would be considered as having his domicile in the country 
of which he is a national, in accordance with the rule contained 
in the model convention of 1928.• 

The taxes to which the Model Convention should apply 
include duties based on the total value of the estate of a 
deceased person irrespective of the manner in which•such 
estate is divided and distributed among heirs or legatees, 
and duties assessed on the value of the share accruing to 
each heir or legatee and computed with reference not only 
to the value of that share but also to the degree of relationship 
between the 'lieceased and the successor concerned. 

Article I of'the Model Convention is drawn up in such a 
way as to enable the negotiators using the Model Convention 
to enumerate the duties to which they desire that the Con
vention should apply. In this connection, it would have to, 
be determined in the case of each bilateral treaty whether 
it should or should not apply also to gifts inter viOOB, as such 
gifts are taken into account in certain countries in the comput
ation of death duties, subject to certain conditions relating to 

' 
1 R•port of 1M C..nual MNiin& of Gow.nmenl &,.- en Double TcamtioA 

end Fiocal E1100ion, Geneva, 1928. League of Natione document C.i62.M.l78. 
1928.11, page .. 23-24. 

1 Ibid., page 22 • • 
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tht>ir amount and to tht>ir proximity in time to the decease' 
of the donor. A similar qut>stion may arise with respect to the 
judicial and administrative f('{'s eollectt>d in connection with 
the distribution of <an estate. 

The ProtO<'Ol eontains a clause-Article YIII in the Mexico 
draft and YII in the London draft-whieh in varying forms 
is found in a numbt>r of conventions coneerning death duties. 
It 88feguards the tax immunities that are granted or may be 
granted to diplomats and similar public officials, and protects 
the right of the eountry of which the above-mentioned officials 
are nationals to tax upon their decease the property which they 
leave in the other contraeting State, subject to the general 
rules of international law and of intemal law of the two 
countries coneemed. 

Ad Article 11.-REAL PRoPERTY 

Article II of the Model Convention merely conforms to the 
rule contained in all national legislation and bilateral agree
ments according to which real property, personal property 
accessory thereto, and rights relating to, or secured by, real 
property are subject to the estate and succession duties and 
simiL.,.r taxes in the country where the property is situated, 
irrespective of the domicile or nationality of the deceased. 

Article II of the Protocol, which states that it is the law 
of the State in which the property is situated that should 
determine whether it is real or personal, also follows a generally 
accepted practice. ' 

Ad Article III.-BusiNESS EsTABLISUMENTS 

. The provisions of Article III have been drawn up in the 
light of the bilateral conventions concluded during the inter· 
war period. lllost, if not all, of these conventions stipulate 
that commercial, mining and agricultural establishments are 
subje<-1; to estate and succession duties in the country where 
~hey are situated. This rule applies not only to the tangible 
property which materially represents the busineBS establish· 
ment but also to all assets which pertain to the business 

. canred on in such establishment, since such busin~B property 
/ ' 
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" constitutes an accounting unit which should be taxed as a 
whole. • 

In conformity with these principles, Article III contains 
two rules which relate respectively to \he case where an 
enterprise which is part of a taxable estate has a permanent 
establishment in one country only and the case where it has 
one or more establishments in each of the contracting States. 
In the first case, the entire property pertaining to the per
manent establishment is taxable in the country where the 
establishment is situated. In the second case, each country 
is entitled to tax the property of the enterprise to the extent 
to which such property belongs or relates to the establishment 
or establishments situated in that country. The problem of 
allocation which this procedure entails is to be solved accord
ing to Article IV of the Protocol, by means of the criteria 
and accounting rules contained in Articles IV, V and VI of the 
Protocol of the 1\Iodel Convention for the Prevention of the • 
Double Taxation of Income and_ Property which define, 
among other things, the phrase "permanent establishment", 
and indicate the accounting rules to be followed in the allocation 
of the assets nnd liabilities of such establishments. 

Ad Article JV.-PERSONAL PROPERTY 

Article IV of the Convention, relative to personal property 
not covered by Articles II and Ill, has t.o be read in conjunction 
with Article V of the Protocol. This article of the Convention 
e11titles the ~ountry where property is situated at the time of 
death of the de~eased to apply its estate and succession duties 
to such property. In the Mexico draft, the article in question 
included certain clauses which were, in fact, a duplication of 
the more detailed provisions of Article VI relative to the 
taxing right of the country of domicile. Moreover, the Mexicd 
draft gave no specific indications as to the criteria according 
to which situation of property was to be determined for estate 
and succession duty purposes. This gap is now filled by the 
detailed provisions of Article V of the Protocol of the London 
draft. It should be noted that the rules suggested in Mexico 
and in London concerning personal property constitute a 
departure from the general trend of the treaties concei"]ling 
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deatb dutit>S whicb were concluded up to tbe war recently • 
ended. In' this ronnt't'tion, it wa.s proposed at the Mexico 
Conference tbat the pres€'nt article of the Model Convention 
should be worded as follows: 

"'All otbE'r property to \\·hich Articles II and III do 
not apply shall be exclusively taxed in the country of the 
fiscal domicile of tbe dt't'ea.sed." 

It was argued in support of that suggestion that it was by 
no means generally admitted in private international law 
that, for purpoSI'S of successions, the law of situation of the 
property should apply in so far as personal property is con
cerned; in this respect, many jurisdictions refer to the law of 
domicile. It was observed that none of the bilateral conventions 
that had been concluded for tbe prevention of double taxation 

• concerning death duties provided for the taxation of property 
other than real estate and business enterprises and their 
appurtenances in the country of situation. Attention was 
also drawn to the fact that exclusive taxation of property 
other than that r_overed by Articles II and III in the 
country of domicile of the deceased might prove more 
convenient both for the heirs and for the tax administrations 
conctrned. 

Ad .Article V.-DEDUCTION OF DEBTS 

Since death duties are generally ll8SI'S8ed on the net value 
of the taxable estate, it is desirable therefore to indicate 
in what manner and proportion debts shollid be deducted 
from the property taxable in each of the contracting States. 
Such is the purpose of Article V of the Model Convention. 

Two main kinds of debt may be distinguil1hed for this 
purpose: 

(a) Special debts which are secured by or relate to 
specific property, such as debts guarantt>cd by a 
mortgage or a lien; 

(b) General debts which are not espedally guaranteE'd 
by, and are not otherwiMe manift>stly connected 
with, any particular RSMet of the dec~l'd. , 
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As regards the first kind of debt, the conventions concluded 
during the 'twentieR and 'thirties have stipulatetl that they 
were deductible from the real estate or the industrial and 
commercial establishments to which the~ were related. The 
fairness of such provisions is obvious. Section A of the article 
under consideration is worded to that effect. 

It may happen that tmch special debts exceed the value of 
the property from which they should be primarily deducted. 
Section B prescribes that the amount of such excess should 
be deducted from the value of the other property which the 
deceased may have held in the same country at the time 
of his death. In the normal course of events it may, indeed, 
be presumed that the debt has a greater degree of connection 
with the property situated in the same country as the original 
guarantee than with property situated elsewhere. 

Only when the amount of the special debt involved exceeds .. 
the value of all the property left by the deceased in the 
country where the original guarantee is situated, may the debt 
be deducted from property situated in the other country, 
according to Section C. 

As regards general debts, it seems logical, as suggested 
in Section D, that they should be deducted proportionately 
to the value--net or gross according to the terms qf the 
agreement which would have to be reached in that connection 
-of the property left by the deceased in each country, in 
view of the present wording of Articles II, III and IV .. 

If Article IV had been drafted in such a way as to give to 
the State of domicile the exclusive right of taxing property 
not covered by Articles II and III, then the rule as regards 
the deduction of general debts might have been the following: 

" A general debt without specific guarantee shall be 
deducted from the property taxable in the country of 
domicile of the deceased in accordance with Article IV. 
If such a debt exceeds the value of the property taxable 
in the country of the domicile of the deceased, the excess 
shall be deducted from the value of the property in the 
other country." 

Article V of the Model Convention is completed. by Ar
ticles VI lind VII of the Protocol in the London draft. ~The 

' ' • 
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t'ffect of tht'Se provisions is that, once the debta of an estate , 
have been 'allocatt'd between the two contracting States 
acrording to the provisions of Article V of the Convention, 
the qut'Stion of whuther a debt so allocated is to be deducted 
from the property in the country concerned \\ill depend on 
the general provisions which the lcgi>~lation of that country 
contains as to the conditions under which a debt may be 
deducted from the value of an estate for tax purposes. 

In the Mexico draft, there was a spel'ial rule embodied in 
Article VII of the Protocol concerning the deduction of debts 
from inalienable property. This rule, which had been taken 
from certain relatively old treaties between Central European 
countries, was left out in the London draft because it had 
little practical significance. 

< Ad Artide VI.-DOMICILE TAXATION 

Article TI in the Mexico draft stipulates that, while the 
country of domicile is entitled to impose its duties on the 
entire estate of the deceased, it should deduct from the tax 
so assessed the amount of tax due in the other country, under 
Articles II, III and IV, provided that the amount of this tax 
does zwt exceed a certain proportion of its own tax. This 
proportion is determined by computing the ratio which the 
tax of the country of domicile that corresponds to the property 
taxable in the country of situation according to Articles II 
to IV bears to the total tax which would have been due if the 
entire estate had been taxable in the country of domicile of tiM 
deceased. This method of preventing double taxation through 
death duties corresponds to that provided in Article XIII of 
the Model Convention for the Prevention of the Double 
'!axation of Income and Property. · 

The general principle and the wording of this article are the 
same in the London draft as in the Mexico draft except that 
the country of domicile is no longer entitled to take into 
account real property taxable in the country of situation 
according to Article II in determining its tax on the total 
estate. It BCems to follow that the country of domicile is not 
ex~~ to grant a deduction from, or credit against, its tax 

, on the total estate on account of the taxes paid in the country 
/ ' 
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, of situation under Article II. In other words, according to 
the London draft, the application of estate and succession 
duties on real property is made quite independent of the 
taxation of the entire estate in the countl-y of fiscal domicile 
of the deceased. 

Ad Article Vll.-INTER-ADMINISTRATIVE Co-OPERATION 

As in the matter of income taxes, the prevention of double 
taxation through death duties cannot be assured merely 
through provisions which each administration would apply 
separately and interpret independently. Article VII of the 
present Model Convention reproduces, therefore, the provisions 
of Article XVII of the Model Convention on income and 
property taxes which relate to inter-administrative consultation 
and co-operation. 

Ad Article VIII.-RATIFICATION A:SD DURATION 

OF THE CONVENTION 

The wording of Article VIII of this Model Convention is 
the same as that of Article XVIII of the Model Convention 
on. income and property taxes and the same considerations 
apply in both cases. 
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III. COXllE~'"TARY 0:"1' THE MODEL lliLATER.AL 
COXYE~'"TIO:"i FOR THE ESTABLISIDIENT OF RE
CIPROCAL Ap~UNISTRATIYE ASSISTANCE FOR 
THE ASSESSllE~'"T AND COLLECTION OF TAXES 
ON INCOllE, PROPERTY, ESTATES AND SUC
CESSIOXS 

INTRODCCTIOS 

Follo"ing the precedents of the General Meeting of Govern
ment Experts on Double Taxation and Fiscal Evasion of 
1928, it appeared desirable at the Mexico and London meetings 
to complement the model conventions on the prevention of 
double taxation '\\ith a :'.Iodel Convention on Reciprocal 
Administrative Assistance in tax matters. 

Nevertheless, while the Government Experts drafted two 
separate model conventions dealing respectively with assess
ment of taxes and '\\ith collection of taxes, both subjects are 
now treated in a single instrument. Indeed, the kind of co
operation which is required for recipi"O('al as~;istance betw~n 
adm4llstrations for the asS('SSment and for the collection of 
taxes is substantially the same in both fields. Consequently, 
many formal provisions are valid in both cases. At the same 
time, if tax negotiators desire to restrict administrative co
operation to matters of assessment, as is not infrequently 
done in bilateral agreements, it is simple to elimi11ate from 
the Yodel Convention the provi11ions which fim! an application 
only as regards the collection of taxes. 

The object of the lfodcl Convention is indicated in its 
~icle I, which provides that co-operation between t8.x 
administrations for the asses~;ment and collection of taxes 
should be limited to taxes in connection with which double 
taxation has been or is being avoided and this article makes 
the provisions of the Convention subject to rt>dprocity. Ar
ticle II lays down the bases upon whieh tax administrations 
would be entitled to correspond in connection with exchange 
of info17.1la.tion. Article III relates to certain kinds of easily 

, ava~lable data for which the procedure of exchange 'Of informs-
/ ' 
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, tion is simplified in the Mexico draft and made automatic 
in the London draft. Collection of taxes is dealt "with in Ar
ticle IV. Article V indicates certain cases where a request for 
information or for assistance in tax collection may be rejected 
at the discretion of the authorities receiving the request. 
The rules as to the secrecy to be maintained by the officials of 
one administration in connection. with information received 
from the administration of the other country are contained 
in Article VI. Article VII deals with the measures which the 
tax administrations of the contracting States may take in 
consultation to carry out and interpret the Convention, and 
Article VIII refers to the entry into force, duration and ter
mination of the agreement. 

A detailed Protocol contains provisions concerning the 
following matters: designation of the authorities entitled to 
correspond with one another for the application of the Con-

• vention; manner in which the existence of reciprocity will 
be ascertained in the case of the various types of requests; 
form in which requests may be made and the documents that 
should accompany them; action to be taken by an administra
tion receiving a request for assistance; form which should 
govern legal and judicial acts performed in compliance with 
the Convention; rules applying to collection, handling, trtnsfer 
of funds, and settlement of accounts between the two adminis
trations. 

Ad Article I. -OBJECT AND ScoPE OF THE MODEL 

CoNVENTION 

According to the initial clauses of Article I, the object 
of the Model Convention on Reciprocal Administrative 
Assistance is that " of assuring, in the interest of Governments 
and taxpayers, an effective and fair application of the taxes 
to which apply the Conventions for the Prevention of the 
Double Taxation of Income, Property, Estates and Successions". 
It is indeed the duty of revenue authorities to see that each 
taxpayer should pay the taxes for which he has been assessed 
according to the laws of the country under the jurisdiction 
of which he comes. Failure to collect such taxes i't indeed 
susceptible> of impairing the services which the Governtpent 
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should render to the public or bringing about an increase of • 
the ta:s£'8 11orne by non-delinquent taxpayers. 

Bilateral arrangements between tax administrations for 
the prevention of tiscal e,·asion have, on various occasions, 
met with suspidon. Yarious reasons may explain tllis distrust. 
There may have been a certain bn<'kground of opposition to 
direct taxation, or at least to certain of its forms, and to an 
increase of the investigating powers of revenue authorities. 
Another factor was an unwillingness to place the facilities of 
the national tax administration at the disposal of foreign 
authoriti£'8 and still more to introduce new tax practices in 
order to suit the requirements of foreign Governments. In 
certain instances, there was a fear that the existence of too 
close a system of tax supervision and control would induce 
capital to prefer countries where its tax treatment was less 
strict or less burdensome. Moreover, the feeling was sometimes 
~manifested that the proposals which ostensibly related to the 
prevention of fiscal evasion constituted in reality an attempt 
to interfere with the freedom of capital movements. 

These objections have not, however, prevented some 
thirty-odd bilateral conventions on reciprocal assi!!tance 
between tax administrations from being concluded by some 
fifteep countries, mostly European, during the inter-war . 
period, and it is clear that, in ao far as they exist, the dangers 
mentioned above may be avoided through appropriate pro
visions. 

· It is but legitimate that reciprocal assi11tance between 
tax administrations should exillt only as regards tc.xes coa-. . 
cermng which double taxation is avoided, or atJeast mitigated, 
between the two countries. This is clearly stipulated in 
Article I, which makes the Convention on reciprocal adminis
trative assistance a complement to the Conventions on tne 
l:Jre,·ention of double taxation through income taxes and 
death duties. 

It is also stated in Article I that as~<illtancc muHt be reci
procal. To exillt, such reciprocity requires that the tax 
legilllation and organisation of each of the contracting States 
are such that the powers of the respective national adm.inilltra
tions to.olJtain information and to enforce revenue claims are 
aul~ntially the llll.me, except for mere (ormal ediJfcrenees 

4 
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' in procedure. Article II of the Protocol indil'.ates the manner 

in which the existence of reciprocity should be"ascerta.ined 
in each case. 

Reciprocity means also that the State that receives a 
request for assistance from the other State should in principle 
exert the same diligence in carrying out such request as if 
it were acting on its own behalf. The provisions of Article I 
of the Model Convention are completed in this respect by those 
of Article VII of the Protocol in the Mexico draft, V in the 
London draft, concerning the duties of the tax authorities of 
a country with regard to requests for assistance from the 
corresponding authorities of the other country. 

The fact that there is an arrangement for tax assistance 
with another country should not give to any national tax 
administration greater powers of investigation and tax enforce
ment against its own taxpayers than those which are conferred 

I 

upon it by its own domestic legislation. Such extension 
might, indeed, indirectly violat-e the guarantees granted to 
the taxpayers by that legislation. At the same time, an 
agreement for reciprocal tax assistance should not imply for 
any administration the obligation to take any measure that 
is repugnant to its national legislation or its established 
practices. It is therefore stipulated in Article I, in ad!jlition 
to the general requirement of reciprocity, that the information 
that may b.e furnished under the Convention will be " such 
information in matters of taxation as the competent authorities 
of each State have at their disposal or are in a position to 
obtain under their own laws .... " 

Mention mu.y also be made, in this connection, of Article V 
of the Model .Convention, which stipulates, among other 
things, that requests for information may be denied if they 
involve the obligation to obtain or supply information which 
is not procurable under the legislation of the State applied tO 
or under that of the applying State, or if they imply adminis
trative or judicial action incompatible with the legislation 
and practices of either contracting State. 

Reference should also be made, howe'Ver, to Article X 
of the Protocol, which admits as an exception to or modification 
of the principles which have just been outlined th~t " any 
special fomts of Jtssistance not being incompatible with., the 

v 



COMMENTARY 

laws of tlte State applied to may be adoptro at the request .. 
of the applting State ". 

In order to complete the enumeration of the general con
ditions under "-hick reciprocal assistance may be granted in 
tax matters, it may be well to mention at this juncture certain 
other provisions contained in Article v of the c~mvention, 
which is in effect a complement of Article I. 

In addition to the requirements which Article I imposes, 
as mentioned above, regarding reciprocity and compatibility 
of the requests for assistance, and the action taken thereon, 
with the legislation and practice of both contracting States, 
in Article V it is provided that administrative assistance 
should never entail for either administration the necessity 
for taking measures that might imply the violation of a pro
fessional, industrial or trade secret. This matter of adminilltra
tive secrecy is also dealt "ith in Article VI of the Model • Com.-ention. 

It may not be thought desirable that an agreement for 
reciprocal administrative tax assistance should result in a 
State's abandoning its citizens who are taxable in another 
country entirely to the discretion of a foreign tax administra
tion and, moreover, putting itself under the obligation to 
carry. out at the request of such an administration measures 
that may not be in harmony with domestic customs. Such a 
danger is already reduced by the article of the Model Con
vention for the Prevention of the Double Taxation of Income 
and Property which relates to equality of treatment (Mexico 
draft, Article XV; London draft, Article XVI). lloreover, 
Article V gives the authorities of the State applied to the right 
in ,-arious cases to refuse at their discretion to give effect to a 
request for tax assistance when it relates to one of its nationals. 

The safeguarding of the rights of domestic creditors in ttie 
~tate whi"h l'et;Cin~ a reqUeHt for assistance as regards col
Jcetion of taxes may also have to be taken into account. 
It i8 for tbi8 reason that the Protocol (Article XI, Mexico 
draft, Artide IX, London draft) provides that "revenue 
claims for colledirm 11hall not receive preference over eithflr 
jJuiJJie or private claimJI in the State appliml to" whatever may 
l..e tloe J>ri<Jrity given to 11m'h revenue claims in the country 
l1y ll'i"h the ret'{ UL'flt for &IW4i>ttan"e in collc\jtion i~ made. . - -
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, Ad Arlicle 11.-INFORMATION TO BE SUPPLIED ON REQUEST 

• 
The object of Article II is to enable the competent 

authorities of the contracting States to correspond directly 
88 rt"gards the information they may need from one another 
in connection with the taxes to which the Convention applies, 
88 such taxes are defined in Article I of the present Model 
Convt>ntion and by the initial articles of the Model Conven
tions on the prevention of double taxation through income 
taxes and death duties. 

The compliance with such requests is of course subject 
to the general conditions which have been reviewed above in 
the comment on Article I. 

Aa to the rules that apply specifically to the subject-matter 
of Article II, it may be noted t.hat, according to Article I of the 
Protocol, the competent authorities that are entitled to 
correspond in this connection are" the highest tax authorities' 
of each of the contracting States or the duly authorised 
representatives of such authorities ". 

Such requests should be formulated in the official language 
of the applicant State. They should specify the authority 
making the request, the name and addrt"SS and nationality 
of the person to whom the request relates, the taxation in 
respect of which it is made, according to the Protocol 
(paragraph 1 of Article IV, Mexico draft; Article III, London 
draft). They should be accompanied by a declaration by the 
competent authorities who make the application, officially 
cpnfll'llling that any similar request would be complied with 
in accord~mce with the laws of the applicant State, according 
to Article II ~f the Protocol, unless the information falls 
within the scope of Article III of the Convention, in which 
c&se reciprocity will be presumed to exist without any specific 
declaration to that effect. ' 

The information that may be applied for under this article 
may be in the bands of the administration to which the request 
is dire"ted or it mny have to be secured from an outside source. 
This source may be the party concerned .)limself or pers~ns 
who, aa a result of their relutions with the taxpayer, can gtve 
information about his affairs or resort may have to be made 
to experlll, or witnesses. I~ all such cases, the au\borities 

• • • 
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receiving a I"E'<J.Uest, pro,;ded that the request is allowable • 
undt>r .Art.ides I and V of' the Model Convention, must exert 
diligt-nce in compl;);ng with the request (Article XIII of' the 
Protocol in the M~co draft, XI in the London llraf't), must 
advise the applicant authority as to the action taken on the 
request (Article XIII of' the Protocol in the Mexico draf't, 
XI in the London draft) and, if' the request eannot be complied 
with, must state the reasons why, transmitting all the relevant 
inf'ormation that is in their poE!Session and that they may 
communicate (Article XIV of' the Protocol in the Mexico 
draft). This latter pro,;sion was eliminated as redundant in 
the London draft. 

H compliance with a request requires a f'ormal procedure 
such as legal service of' documents, the provisions of' Article IV, 
paragraph 2, of' the Protocol apply. Accordingly, the authority 
making a I"E'qUest has to indicate • the address of' the recipient 

·and the nature and purJXlE!e of' the document f'or service ". 
The f'orm of' service is itself' governed by Articles VI and VII 
of' the Protocol in the Mexico draf't, IV and V in the London 
draft, which provide that the authorities receiving a request 
f'or the service of' a document " may limit their action in 
connection with the service of' the document to merely handing 
it to .the recipient, if' the latter is willing to receh·e it " and 
that, " if' the competent authorities of' the applicant State 80 

desire, the document may be served in the form prescribed 
in similar cases by the internal law of' the State applied to ". 
It may also be noted that Article X of the Protocol in the 
Mexico draft, VIII in the London draf't, stivui .. tes that 
"&BBistsnce procedure shall be in the form for JVhich the laws 
of' the State applied to provide • • • • Any special forms of 
&BBistsnce not being incompatible with the laws of the State 
applied to may be adopted at the request of the applyid'g 
~tat.4, ". 

A. regards the expenses which may be involved by requests 
for &BBistsnce, reference ehould be made to Article XVIII 
of the Protocol in the Mexico draft, XV in the London draf't, 
~hich Prc;widee that, in principle, 81111iHtance is to be gratuitous, 
eXcept with regard " to emolument. paid to witnesses, experts, 
agent. oJ execution and to legal and judicial fee• incurred in 
conn.ection with the eervice of a document or the eaforcement 

• 
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• of a revenue cia~. The revenue authorities shall notify 

one another as reqwred of the probable amount of such costs, 
fees or charges ". 

• 
Ad Article 111.-EXCHANGE OF READll.Y AVAU.ABLE 

INFORMATION 

An increasing number of tax agreements provides for the 
automatic exchange between national revenue authorities at 
the end of each· year of information on payments of rents, 
dividends, interest, royalties, annuities, salaries, pensions, on 
bank accounts and deposits, and on inventories of estates. These 
data are indeed frequently collected by tax administrations 
in the ordinary course of their business and they can con
veniently transmit them to the authorities of another country 
when they concern a foreign taxpayer. It is the object of 
Article III of the London draft to provide for such exchange• 
of information. 

Though the formula now embodied in the London draft 
was submitted to the Mexico meeting, it appeared at that time 
that an automatic exchange of information between tax 
authorities would wor~ satisfactorily only in the case of 
countries having a very-well-established tax system. and 
administration. It was therefore not deemed desirable to 
provide for such a procedure in the Model Convention as 
prepared in Mexico. Nevertheless, even in the Mexico draft 
there remains a distinction between the information generally 
iflcluded un!Jer Article II and the four kinds of data specifically 
mentioned in .!.rticle III. Indeed, a request for information 
under Article II may be rejected by the administration 
receiving such a request on any of the grounds mentioned in 
Article V. On the other hand, these limitations do not apply 
to the information specifically mentioned in Article Ill, 11incA 
the reservations and safeguards contained in Article V do not 
seem to be called for in the case of such information. Moreover, 
reciprocity is presumed to exist as regards information covered 
by Article III, without any special declarstion to that effec~ 
in the case of each individual request. 
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• 
The main rules gov~ming the a.."Sistance which the tax 

administration of qne State may rend~r to that of the other 
State 88 regards tax coll~tion are contained in ~icle IV. 
The provisions of this article are of course subJ~t to the 
reciprocity requirements of Article I of the Connntion and 
.Article n of the Protocol and to the general &afl"guards of 
Article V fm particular, ~tions B and D) of the Model 
Convention. 

Assistance 88 regards coll~tion may, in principle, be 
asked only as regards revenue clrums which are dl"fi.nitely due, 
though paragraph ' of Article IV contemplates the poMibility 
of measures of conservancy in conn~tion 'IIIith rev~nue claims 
not definitely due. 

Under the general rule requests for collection assistance 
· • sball be accompanied by such documents 88 are required 
by the laws of the applying State to establish that the taxes 
are definitely due • (paragraph 3 of Article IV of the Model 
Convention) and that requirement 'lll·ill be satisfied " by a 
copy or official extract of the final decision or order by the 
competent authorities concerning the rev~nue claim in question 
and by a statement from the competent authorities to the 

< 
effect that the revenue claim is final " (Artide VIII of the 
Protocol in the Mexico draft, VI in the London draft). The 
claims for which colle<:tion &B&iatance may be requested include 
in addition to the principal of the tax, the "interest, costs, 
additions to taxes, and fines not being of a penal character, 
according to the laws of the State applied to " (Artl(·le IV of 
the Convention, paragraph 1). Neverthek.:S, requests for 
aesistanee should only be made when the amount involved 
justifies BW'h ~ure and when the State concerned eann&t 
1:0~-t it by ita own tneaDJI (Artide IX of the Protocol in the 
llexico draft, VII in the I.ondon draft). 

The prmiHioDJI mentioned in the I-t two paragrapha of the 
comment to Artide II, aa regarda the Conn <Jf Bervice of docu
mentJJ, rules <Jf Pwcedure (induding lonna of reprCIICntation) 
4~ the ~und of expeDlles, apply when rllquesta for collection 
B811iHta~ mvolve kogal~K-tion or judidal JlrO<:oodingB. In such 
~· ever, rertiJeHta for the servit:e <Jf docum(6rltB 11hould 

• 
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• indicate, in addition to the infonnation required for collection 

purpotK'II: "the amount of principal due and interest 'flue and t'Le 
date from which euch interest begins to run; in tbecaseoffiscal 
penalties, the nature and amount of such. penalties; and any 
other infonnation of a nature to facilitate or accelerate col
lection " (Artide IV of the Protocol, paragraph 3). 

To enfcguard the interests of domestic creditors in the State 
applied to, Article XI of the Protocol in the Mexico draft, 
IX in the J..ondon draft, provides that " revenue claims for 
collection &hall not rcceh·e preference over either public or 
printe claims in the State applied to ". • 

According to Article XVI of the Protocol in the Mexico 
draft, XIII in the I..ondon draft, " collection shall always 
take pliU'e in the currency of the State applied to ". To that 
effect, the amount for collection will be converted by the 
authorities of the State applied to into their own currency at 
the lWit ext·hnnge rate quoted on the appropriate market: 
These provi>lions presuppose, of course, a certain stability of 
exchange rates, and special arrangements might have to be consi
dered in the CMe where either or both of the countries concerned 
ha,·e a highly fluctuating currt'ncy. Article XV of the Protocol 
in the Mexico draft, XII in the I..ondon draft, provides that 
" the State applied to shall be responsible to the applying 
State for the sums collected on the latter's behalf .•• " and 
Artide XVII of the Protocol in the Mexico draft, XIV in the 
l..ondon draft, stipulates that the amount so collected shall 
be paid over to the account of the central bank of the applying 
State with the central bank of the State applied to after de
duction of the.cOBts that may be due 88 indicated in the last 
paragraph of the comment to Article II. 

According to Article XIX of the Protocol in the Mexico 
Jraft, XVI in the I..ondon draft, the Convention does not 
apply to meW~urea of conservancy in respect to taxes that.,ha\11 
not yet boon WIIICIII!Cd. However, 88 regards taxes that have 
boon BHilefiMCd, but are not definitely due, the tax authorities 
concerned may requl'st the corresponding authorities of the 
otht'r State " to take such measures of C!onserva.ncy 88 are 
authoriaed by the revenue lawa of the State interested •, 
IUbjoct, of COUI'Ie, to the general requirements of J't'fiprocity 
contained tin Art Lde I of the Convention, Articlea II an<\. Xll 

• -.,. 
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(last lll'ntenre) oC the Protocol in the Mexico draft, II and X ~ 
in the Lond.Jn draft, and the safeguards contained in Article v 
of the Convention. 

Ad A.rlicl~ Y.-GE:SERAL SAFEGUARDS 

Reference bas been made in connection \\ith all the 
preceding articles of the Model Com·ention to Article Y, since 
its clsuses are key prorlsions which delimit the practical scope 
of the system of reciprocal administrative assistance con
templated in the Model Com·ention. According to this article, 
any request for information or for assistance with regard to 
collection is allowable only if it entails action that is compatible 
with the legislation of both contracting States. It safeguards 
also professional, industrial and t~e secrecy, and it gives the 
·"uthorities receiving a request for information or for assistance 
the right to decline to comply with such a request when it 
relates to a taxpayer who is one of their nationals or when 
compliance may endanger the security or sm;ereign rights of 
the State applied to. It should, however, be noted that the 
resenations of Article V do not apply to the information 
mentioned under Article III of the Com·ention, 1\8 in ordinary 
pract~ such information is readily available and does not 
involve probing into the intimate affairs of a person or into 
governmental eecrets. 

Ad .Article Yl.-8AFEGUABD8 OF AnliiS18TRAtJVE 
• 

SECRECY 

Redprocal 888istance between tax administrations is 
Jl088ible only if eBCh adJJlinVJtration i.e a81!ured that the oth~.-1\
ltd~ration will treat llith proper confidence the information 
which may have to be communicated to it in the course of 
their . co-operatwn. At the 111nne time, the re~~(Hl(:t of such 
~ ~y the offieiala of a country i.e a matter of national 
Jurilodu:bon. It ia tLerefore provided in Article VI that informa-
tion communicated under the fJroviHions of the Convention 
•hall be.h'Pt IIOCT(,-t by the audwritiee receiving it "in the 
18me. way and to the IBJT.e extent u b done }n the ~tate that 
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• supplies it ". Sanctions for the violation of such secrecy 
by an official of the State that has received information slum, 
however, be governed by the administrative and penal laws 
of that State. 

Ad Artick YII.-.APPucATION oF THE CoNVENTION 

The object of Article VII is intended to furnish the basis 
for continuous co-operation between the tax authoritiee 
concerned 88 regards the interpretation and application of 
the Convention and the adoption of special meaauree in order 
to enforce the Convention, or to complete it with respect to 
doubtful ca8e8 or matters not expreesly provided for. It may 
be of interest to note that the second sentence of thiB article 
enables the contracting States, when signing a convention for 
reciprocal administrative a88istance in tax matters, to a~ 
formally only on the C88Cntial provisions of the agreement 
and to dispense 88 they eee fit with the detailed provisions 
contained in the Protocol and those of the Model Convention 
which appear secondary or superfluous in view of the kind 
of relations that are likely to develop between the tax authori
tiee in the contracting States. Indeed, the second sentence 
of that artide stipulates that, " with respect to the prov.isions 
of this Convention relating to exchange of information, service 
of documents and mutual 888istance in the collection of taxes, 
••. such authoritil's may, by common agreement, prescribe rules 
concerning matters of procedure, forms of application and 
• reply, coflvf.'njion of currency, disposition of amounts collected, 
minimum amohnts subject to collection and related matters •. 
Article XX of the Protocol in the Mexico draft W88 left out 
i» the London draft oocause it appeared to go beyond the 
generalscolle of the Convention. 

Ad Arlicl• YIII.-RATIFICATION AND DURATION 

OF TUB CoNVENTION 

• 
The J>rovi.Hions of Article VIII of the Model Convention at'e 

Identical with th011e of the final articlea of the Model Con-• ventions on dou~le taxation through income taxl"s and ~eath 
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dutit"8. It is, of rourse, dear that the entry into force and , 
di.uation of the Convention on reciprocal assistance betwllt'n 
tax administrations should roincide with that of the Convention 
or c~mventions for the pre,·ention of double taxation in respect 
of the t&xt"8 to which the Convention on administrative assist
ance a pplit"8. 



ANNEX 

TEXT OF THE 
MODEL DILA TERAL TAX CONVENTIONS 



..., 1. MO:QEL BII....!.TERAL CO.XlE:XTIOX FOR THE 
PRE'\"E:\"TIOX OF THE DOUBLE TAXATION 

OF IXCOME 

:Mexico Draft. 

Articl~ I. 

1. The present Convention is designed to prevent double 
taxation in the ease of the taxpayprs of the eontracting States, 
whether nationals or not. as l'l'gllnls the following taxes: 

A.. "1th reference to State A: 

I. 
2. 
3. 

. ................................... . 

. ................................... . 
B. "1th reference to State B: 

• 

I. 
2. 
3. 

. .................................... . 

. ..................................... . 

. ..................................... . 
2. It is mutually agreed that the present Convention 

shall apply also to any othPr tax, or increase of tax, imposed 
by either contrading State suhflequcnt to the date of signature 
of this Convention upon substantially the 8ame bases as tl~e 
tues enumerated in the preceding paragraph of"thls Article . 

• 
Article II. 

Income from real property shall Le taxable only 
~tate in whieh the prop!.·rty is aituated. 

Article I /I. 

• in the 

1. In(:ome fr(Jffi mortgages on real Jlroperty shall be 
t.a:ul,Je only in the State where the JlrO[K:rty is situated. 

2. Ineome from mortgage• on IM•a and/or air veHHeltl shall 
l..oe ta:utJe only in the foitate where Much VCHHr:)tl arOtregiHtercd. 
' . -



1. MODEL BILATERAL CONVENTION FOR THE .. 
PREVENTION OF TllE DOUBLE TAXATIOX 

OF INCOME AND PROP]l;RTY 

London Drart. 

Article I. 

1. The present Convention is designed to prevent double 
taxation in the ca110 of the taxpayers of the contracting States, 
whether nationals or not, as l't'g&rds the following taxes: 

A. With reference to State A: 

1. 
2. 
3. 

• ••••••••••••••••••••••••••••••••••• t 

• .............. ' .................... ' 
. .................................. . 

B. With reference to State B: 
1. 
2. 
3. 

• ................................... ' 
• ................................... ' 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
2. It is mutually agreed that the present Convention 

Bhall apply also to any other tax, or increase of tax, imposed 
by either contracting State subsequent to the date of signature 
oJ this Convention upon substantially the same bases as the 
taxes enumtfrated in the preceding paragraph of this Article • 

• 
Articlfl 11 • 

• 
Income from real property shall be taxable in the State 

in which tho propt>rty is situated. 

Article I II. 

1. Income from mortgngcs on real .Property shall be 
taxable In the State whore the propt>rty is situated. 

2. Income from mortgngcs on soa and/or air vessols shall 
be taxabl~ In the State where such VN~Sels are l't'gi:tered. • • 
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Article IV. 

1. Inrome from any industrial, commt>rdal or agricultural 
busini"SS and from any othl"r gainful acti\·ity shall be taxable 
only in the State wht"re the busini"SS or activity is carried out. 

2. If an enterprise or an individual in one of the contract
ing States extends its or his acti\ities to the other State, 
through isolated or occasional tran!laCtions, \\ithout possessing 
in that State a permanent establishment, the income derived 
from such actinties shall be taxable only in the first State. 

3. If an enterprise has a permanent establishment in 
each of the contracting States, each State shall tax that part 
of the income which is produced in ita territory. 

~. As regards agricultural and mining raw materials and 
other natural materials and products, the income which 
results from prices prevailing between independent persons 
or conforming to world market quotations shall be regarded 
as rt"aaised in the State in which such materials or products 
have been produced. 

Article V. 

Income which an enterprise of one of the contracting 
States derives from the operation of ships or a in-raft registered 
in such State is taxable only in that State. 

Article VI. 

1. Directors' percentages, attendance fees. and "othl!r 
special remuneration paid to directors, managers and auditors 
of companies are taxable only in the State where the fiscal 
domicile of the enterprise is 11ituated. .. 
: 2. If, however, such remuneration is paid for services 
rendered in a permanent establliihment situated in the other 
contrw::ting State, it shall be taxalJ!e only in that State. 

Article VII. 

- 1. Compellllation for lal..our or JM~rsonal services shall be 
taxable _lm]y in the oontrading 8tate in whieh sueh services 
are rendered. 
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.Arlich IV. . -1. Income. derived from any industrial, commercial or 
agricultural enterprise and from any other gainful occupation 
shall be taxable in the State where the t'b.xpayer has a per
manent establishment. 

2. Ir an enterprise in one State extends its activities to 
the other State without p<I88C811ing a permanent establishment 
therein, the income derived from such activities shall be 
taxable only in the first State. 

3. Ir an enterprise has a permanent establishment in 
each ol the contracting States, each State shall tax only 
that part ol the income which is produced in its territory • 

.Article V. 

Income which an enterprise in one of the contracting 
States derives from the operation ol ships or aircraft engaged 
in international transport is taxable only in the State in 
which the enterprise has its ll11cal domicile • 

.Article VI. 
• 

1. Remuneration for labour or JX'r&Onal sen·ict"s shall be 
taxable in the contracting State in which such servict"s are 
rendered. • • 
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' z. A. person ha,ing his fiseal domicile in one contracting' 
State shalr, however, be exempt from taxation in the other 
rontracting State in respeet of such compensation if he is 
temporarily present within the latter State for a period or 
periods not excet>ding a total of one hundred and eighty-three 
days during the -calendar year, and shall remain taxable in 
the first State. 

3. · U the person remains in the second State more than 
one hundred and eighty-three days, he shall be taxable therein 
in re..--pect of compensation he earned during his stay there, 
but shall not be taxable in respect of such compensation in 
the first State. 

(. Income derived by an accountant, an architect, a 
dOI'tor, an engineer, a lawyer or other person engaged in the 
practice of a. liberal profession shall be taxable only in the 

·.contracting State in which the person has a permanent estab
lishment at, or from, which he renders services. 

5. U any such person has a permanent establishment in 
both contracting States, he shall be taxable in each State only 
on the income received for services rendered therein . 

..4.rtick VIII. 

1. Salaries, wages and other remuneration paid by one 
of the contracting States, or by public bodies, institutions or 
aervices depending on it, to its nationals carryin6 out publlc 
functiollll in the other State shall be taxable c:,nly in t\le first 
State, provided that these functiollll are incJuded within the 
normal field of activity of the State, as this field is defined qy 
international usage . 
• 

Z; Public pensiollll shall be taxable only in the State of 
the debtor entity. 

Article IX. 

lnco,me from movable capital shall be taxable only in the 
eontr&£.-ting State where such canital is inveNted. 
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2. A person having his fiscal domicile in one contractinf 
State shall, however, be exempt from taxation id the. oth~ 
contracting State in respect of such remuneration if he is 
temporarily present within the latter State for a period or 
periods not exceeding a total of one hundred and eighty. three 
days during the taxable year, and shall remain taxable in 
the first State. 

3. If a person remains in the second State more than 
one hundred and eighty-three days, he shall be taxable therein 
in respect of the "t-emuneration he earned during his stay 
there, but shall not be taxable in respect of such remuneration 
in the first State. 

4. Income derived by an accountant, an architect, an 
engineer, a lawyer, a physician or other person engaged on 
his own account in the practice of a profession shall be taxable 
in the contracting State in which the person has a permanent. 
es~blishment at, or from, which he renders services. 

5. If any person described in the preceding paragraph 
has a permanent establishment in both contracting States, 
he shall be taxable in each State only on t~e income for 
services rendered therein. 

Article VII. 

Salaries, wages, pensions and other remuneration paid by 
the Government, political subdivisions and governmental 
aJtencles of one of the contracting States to nationals of such 
State in respect of the performance of diplomatic, consular 
or other governmental functions in the other State, shall be 
taJtable only in the first State, provided that these functions 
are included within the normal field of governmental functions 
and are . not connected with the carrying on of a trada o-/. 
business on behalf of the State, its subdivisions and its 
agencies. 

.Article VIII. 

1. Dividends and other income from shares in a C<jlmpany 
and shareseof protlts accruing to limited liability partners in 
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Article X. 
• • 

1. Royalties from immovable property Qr in respect of 
the operation or a mine, a quarry, or other natural resource 
shall be taxable only in the contracting State in which such 
property, mine, quarry, or other natural resource is situatld. 

& 

I. Royaltiee and amount8 received as a consideration for 
the right to use a patent, a secret proceBB or formula, a ·trade· 
mark or ot}ler analogous right llhall be taxable only in the 
State where such right is exploited • 

• 
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a limited liability partnership shall•be taxable only in t~ 
contracting State where the. company or limittld liability 
partnership has its fiscal domicile. - · · 

2. Notwithstanding the provisions of\ pS:ragraph 1, divi
'dends paid by a company which has its fiscal domicile in one 
contracting State to a company which has its fiscal do~cile 
in. the other contracting 'State and h8.s a dominant participa
tion in th~ management or capital of the company paying 
the dividends shall be exempt from tax in the former State. . . 

3. Dividends paid by, or undistributed profits of, a 
company which has its fiscal domicile in one· contracting 
State shall not be subjected to any tax by the other contract-. 
ing State by reason of the fact that the dividends or undis
tributed profits represent, in whole or in part, income derived 
from the territory of that other State. 

Article IX. 

· 1. Interest on bonds, securities, notes, debentures or on 
any other foim. of indebtedness shall be taxable only in the 
State where the creditor has his fiscal domicile. · 

2. The State of the debtor is, however, entitled to tax 
such interest by means ~f deduction or withholding at sf>urce. 

3. The tax withheld at source under :Paragraph 2 of this 
Article shall in no case exceed ... % of the taxed interest. . . 

Article X. 

1. Royaltres from immovable property or in re!lpect of 
the operation of a mine, a quarry or other natural resource 
Bltall .be taxable' only in the contracting State in which such 
property, rillne, quarry or other natural resource is situate<\, 

2. Royalties derived from one of the contracting Eftates 
by an individual, corporation. or other entity of the other 
contracting State in consideration for the right to "use a patent, 

· a secret process or formula, a trade-mark.or other analogous 
right, shall not be taxable in the former State. . 

3. If, however, royalties are paid by an enterpri~e of one 
contractin« Sta~ to another enterprise of the other contract-
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3. Royalties deri'red from one of the contracting States 
by an indiridual, corporation or other t>ntity of the other 
contracting Statt>, in consideration for the right to use a 
musical, artk-tic, literary, scientific or other cultural work or 
publication shall not be taxable in the former State . 

.Article XI. 

• Private pension.a and life annuities shall be taxable only 
in the State ~here the debtor baa his fiscal domicile . 

.Article Xll. 

Gains dmved from the sale or exchange of real property 
shall be taxable only in the State in "'·hieh the property is • sitn.ated. 

A.rtil'.k XIII. 

TI.e 8tate 11·bl,~ the taxpayer }lllJI l1i• f1wal domidle Hhall 
tl~in the right to tax the entire inc,.-,me of the taxpayer 
wb.,t}~.wmn-d lrtJm it. t.,rritt,ry or from that of the other 
etmtrat~i,g 8tate, hut ~ol.all d,dut~ fwrn it• t~"' on IIIU"h entire 
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•ing State which has a dominant participation in its managi.:' 
t ··-I . '""" men or cap1""' , or tnce versa, or when both ent~rprises are 

owned or controlled by the same interests, the royalties 
shall be subject to taxation in the State -where the right in 
consideration of which they are paid is exploited, subject to 
deduction from the gross amount of such royalties of all 
expenses and charges, including depreciation, relative to such 
rights and royalties. ' 

4.. Royalties derived from one of the contracting States 
by an individual, corporation or other entity of the other 
contracting State, in consideration for the right to use an 
artistic, scientific or other cultural work or publication shall 
not be taxable in the former State. 

Article XI. 

Private pensions and life annuities shall be taxable only • 
in the State where the recipient has his fiscal domicile. 

Article XII. 

1. Gains derived from the sale or exchange of real property 
shall be taxable only in the country in which the property is • 
situated. 

2. Gains derived from the sale or exchange of assets other 
than real property, appertaining to an industrial, commercial 
or agricultural enterprise or to any other independent occupa
tion, ~hall ~taxable according to the provisions of Articles IV 

and V. • 
3. Gains derived from the sale or exchange of any capital 

assets other than those mentioned in the preceding paragraphs 
of the present Article shall be taxable only in the State when: 
the recipient has his fiscal domicile. 

Article XIll. 

The State where the taxpayer has his fl!lcal domicile shall 
retain the right to tax the entire income of the taxpayefo 
whether derived from its territory or from that of tl:le other 
contractin[t State" but shall deduct from its tax on such en.tire 

• 
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"h1come the les.-.er of the two following amounts: - . ..!.. The tax collectro by the Iutter contracting State on 
the income which is taxable in its territory according 
to the pn.>l'eding Articles; 

B. The amount which n.>pn.>sent.s the same proportion in 
comparison with the t{)tal tax on the income that is 
taxable in both States as the income taxable in the 

• other State in comparison with the total income. 

Article XIV. 

In the case of a taxpayer with a fiscal domicile in both 
contracting States, the tax, the collection of which under this 
Con>ention depends on fiscal domicile, shall be imposed in 
each of the contracting States in proportion to the period of 

.stay during the pn.>eeding year or according to a proportion to 
be agreed by the competent administrations. 

Artick XV • 

..\.taxpayer having his fiscal domicile in one of the con,tract
ing States shall not be subject in the other conttacfing Sta~, 
in respect of income he derives from that State, to higher or 
other taxes than the taxes applicable in respect of the same 
income to a taxpayer having his fiscal domicile in the lutt£•r 
}State, or having the nationality of that State . 

• 

• 
Article XVI. 

1. "nen a taxpayer shows proof that the action of the 
tax adminliltratior', of one of the contracting States has resulted 
1n doul1le taxation, he shall be entitled to lodge a claim with 
the ta~ BllrniniHtration of the 8tate in which he has hi11 fiHcal 
domidle or of 11·hi"h he iH a natiorllll. , 
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• 
income the lesser of the following amounts: 

A. The tax ·collected by the other contractirlg State o:; 
the income which is taxable in its territory according 
to the preceding Articles; r 

B. The amount which represents the same proportion of 
the tax of the State of fiscal domicile on the entire net 
income of the taxpayer as the net income taxable in 
the other State bears to the entire net income. 

Article XIV. 

In the case of a taxpayer with a fiscal domicile in both 
contracting States, the tax, the collection of which under this 
Convention depends on fiscal domicile, shall be imposed in 
each of the contracting States in proportion to the period of 
stay during the taxable year or according to a proportion to 

· be agreed by the competent administrations. ' 

Article XV. 

The provisions of the preceding Articles shall be applicable, 
mtdati11 mtdandi11, to taxes on property, capital or increment of 
wealth whether such taxes are permanent or are levied,_ once 
only. 

Article XVI. 

A taxpayer having his fiscal domicile in one of the contract
i~g States shall not be subject in the other contracting State, 
in respect of irlcome he derives from that State, to higher or 
other taxes than the taxes applicable in respect of the same 
iacome to a taxpayer having his fiscal domicile in the latter 
State, or having the nationality of that State . 

.Article XVII. 

1. When a taxpayer shows proof that the &.ction of the 
tax administration of one of the contli6Cting States has 
resulted in double taxation, he shall be entitled to lodge -a 
claim with the tax administration of the State in which he has 
his fiscal domicil1' or of which he is a national. • 
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\_ 2. Should the claim be admittro, the competent tax • 
iv!ministration of that State shall ronsult directly llith the 
rompek>nt authority of the otht'r State, with a \iew to reaching 
an agret>ment for ~ equitable a,·oidance oC double taxation. 

Articl~ XVII • 

.As regards any special pro,isions which may be nece!lllary 
for the application of the preSt'nt Convention, more particu
larly in cases not expressly provided for, the competent authori
ties of the two rontracting Stak>s may ronCer togetht'r and 
take the mt'asure& required in accordance with tht' spirit of 
this Con¥ention. 

Article XVIII. 

1. This Convention and the accompanying Protocol, 
which shall be considered to be an ink>grnl part of the Com·en
tion, shall be ratified and the instruments of ratification shall 
be exchanged at . . . . . . . . . . . . . . . . . . . . . • . . . . . . . . . as. 800_!1 
as possible. 

2. This Convention and Protocol shall become pffective 
on the first day of January 19. .• Tht'y shall continue effec
tive for a period of three years from that date and indefinitel..v 
~ that period. They may, however, be terminated by 
eithe.· of the contracting States at the end of the three-year 
period or at any time thereafter, JJrovided that at ll'ast six 
months prior notice of termination has been given, the termina
tion to become effective on the first day of January following 
the expiration of the six-month period. 

Done in durJlicate, at •.......•..... this ............. . 
day of' : .. .............. , 19 .... . 
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2. Should the claim be admitted, the competent t•,.c 
administration of that State shall consult directly with {.lte 
competent authority of the other State, with a view to reaching 
an agreement for an equitable avoidance of double taxation. 

Article XVIII. 

The provisions of the present Convention shall not be 
construed to restrict in any manner any exemption, deduction, 
credit, allowance, advantage and right of administrative or 
judicial appeal accorded to a taxpayer by the laws of either 
of the contracting States. 

Article XIX. 

As regards any special provisions which may be necessary 
for the application of the present Convention, more particu
larly in cases not expressly provided for, and in the event of 
substantial changes in the tax laws of either of the contracting 
States, the competent authorities of the two contracting States 
shall confer together and take the measures required in 
accordance with the spirit of the present Convention. 

Article XX. 

1. This Convention and the accompanying Protocol, 
which shall be considered to be an integral part of the Conven
tion, shall be ratified and the instruments of ratification shall 
be exchanged at . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . as soon 
as ~ssible.• 

2. This Oonvention and Protocol shall become effective 
on the first day of January 19. . . They shall continue effec
tive for a period of three years from that date and indefinitely 
after that period. They may, however, be terminated by 
either of the contracting States at the end of the thre;~-year 
period or at any time thereafter, provided that at least six 
months prior notice of termination has been giveq, the termina
tion to become effective on the first day of January following 
the expiration of the six-month period. • ~ 

Done in duplicate, at ...•......... this ......... · ... . 
day of • , •..........• , 19 ..... 
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PROTOCOL 

On pi'O<"t'eding ro sign the Convention for the Prevention 
of Double Taxation of Income concluded this day between 

and . . . . . . . . . . . . . . . . . . . . . . . . the 
e • " • " " " • " • " " " • • • • • • • " • 

undersigned Plenipotentiaries have agreed the following 
provisions, which shall form an integral part of the said 

Convention. 

Article I. 

The terms " taxpayer of a contracting State " and " enter
prise of a contracting State" mean a taxpayer or an enterprise 
whose fiscal domicile is in the said State. 

Article II. 

I. For the purpose of the foregoing Convention, the term 
" fiscal domicile " means, in the case of an indh;dual or of an 
enterprise belonging to an indh;dual, the place where the 
individual has his normal residence, the term " residence " 
being understood to mean permanent home. 

c 
2. Should a taxpayer possess a residence in both the 

contracting States, the competent administration shall deter
mine, by common agreement, the place of his main residence, 
which shall be considered as his fiscal domicile. In order to 

• determine, as between several residences, the main residence~ 
the competent administration will take into acsount elements 
such as the duration, regularity, frequency of stays, the place 
where the family of the taxpayer is usually present, the prox\,
mity to the place where the party concerned carries out his 
oCcup!ltion. 

3. In the case of a taxpayer having a residence in both 
of the contraeting States of which either can be considered as 
his main residence, ~icle XVII of the Convention shall apply. 

' •· The fiscal domicile of partnerships, companies and other 
legal entitie~~ or de facto bodies shall be the State under the 
law• of which they were constituted. 
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PROTOCOL 

On proceeding to sign the Convention ofor the Prevention 
of Double Taxation of Income concluded this day between 
. . . . . . . . . . . . . . . . . . . . . . . . and th . . . . . . . . . . . . . . . . . . . . . . ~ 

unde~igned ~lenipotentiaries have ·agreed the following 
provtslOns, which shall form an integral part of the said 
Convention. 

Article I. 

The terms " taxpayer of a contracting State " and " enter
prise of a contracting State " mean a taxpayer or an enter
prise whose fiscal domicile is in the said State. 

Article II. 
• 

1. For the purpose of the foregoing Convention, the term 
" fiscal domicile " means, in the case of an individual or of an 
enterprise belonging to an individual, the place where the 
individual has his normal residence, the term " residence " 
being understood to mean permanent home. 

r• 
2. Should a taxpayer possess a residence in both the 

contracting States, the competent administration shall deter
mine, by common agreement, the place of his main residence, 
which shall be considered as his fiscal domicile. In order to 
dete;mine, as between several residences, the main residence, 
the competent-administration will take into account elements 

• such as the duration, regularity, frequency of stays, the place 
·where the family of the taxpayer is usually present, the 

• proximity to the place where the party concerned carries out 
his occupation. o • 

3. In the case of a taxpayer having a residence in both 
of the contracting States of which either can be eonsidered as 
his main residence, Article XIX of the Convention shall apply. 

~ 

4. The fiscal domicile of a partnership, company and any 
other legal entity or d6 facto body shall be the State in which 
its real ceptre of management is situated. ·· 

• 
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.Article III. 

DifferenCE's which arise concerning the nature of real pro
perty shall be settled in accordance with the legislation of the 
tt'rritory where th; property is situated . 

.Article IV. 

The term " enterprise " includes any kind of enterprise 
whether it belongs to an indhidual, a partnership, a company 
or any other }pgal entity or de facw body • 

.Article V. 

1. The term " permanent establishment " includes head 
offiCE'S, branches, mines and oil-wells, plantations, factories, • 
workshops, warehouses, offices, agencies, installations, profes-
sional premises and other fixed places of business having a 
productive character. 

2. A building site (chantier de construction) constitutes a 
"'permanent establishment" when it is destined to be used 
for a year at least or has been in existence for a year . 

• 3. The fact that an enterprise established in one of the 
contracting States has business dealings in another contracting 
State through an agent of genuinely independent status 
(broker, commission agent, etc.) shall not be held to mean 
that the enterprise has a permanent establishr;neut in the 
latter State. • 

4. 'Then an enterprise of one of the contracting States 
regularly has business relations in the other State through qn 
agent established there who is authorised to act on its behalf . . 
it shell be deemed to have a permanent establishmPnt in that 
State. 

A permagent establishment shall, for instan<:P, Le dPPmcd 
to exist when the agent: 

' 
A. Is a duly ac<:redited agent (foruU de pouvoir) and 

habitually enters into contracts for the enterpriMe for 
'which he works; or 
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.Article III. 

Differences which arise concerning the nature of real 
property shall be settled in accordance with the legislation of 
the territory where the property is situa~ . 

.Article IV. 

The term " enterprise " includes any kind of enterprise 
whether it belongs to an individual, a partnership, a company 
or any other legal entity or de facto body . 

.Article v. 
1. The term " permanent establishment " includes head 

offices, branches, mines and oil-wells, plantations, factoriesa 
workshops, warehouses, offices, agencies, installations, profes
sional premises and other fixed places of business having a 
productive character. 

2. A building site ( chantier de C0118lruction) constitutes a 
" permanent establishment " when it is destined to be used 
for a year at least or has been in. existence for a year . 

• 3. The fact that an enterprise established in one of the 
contracting States has business dealings in another contracting 
State through an agent of genuinely independent status 
(broker, commission agent, etc.) shall not be held to mean that 
~he "enterpJ;,ise has o. permanent establishment in the latter 
Stat-e. • 

4. "'hen an enterprise of one of the contracting States 
regularly has business relations in the other State through an 
agent established there who is authorised to act on its behalf, 
it shall be deemed to have a permanent establishment b. that 
State. 

A permanent establishment shall, for instan[!e, be deemed 
to exist when the agent: 

• 
A. Is a duly accredited agent (fowle de pouooir) and 

habitually enters into contracts for the enterprise for .. 
1\ihich he works; or 

• 
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B. Is bound by an employment contract and habitually • 
tra11.sacts business on behalf of the enterprise in return 
for remuneration from the ent~rprise; or 

C. Is habitual~· in possession, for the purpose of sale, of 
a depot or stO<'k of goods belonging to the enterprise. 

• a. As e,;dence of an employment contract under the 
t~rms of B above may be taken, moreover, the fact that the 
administrative expenSE's of the agent, in particular the rent of 
premiSE'S, are paid by the enterprise. 

6. The fact that a broker places his services at the disposal 
of an enterprise in order to bring it into touch \\;th customers 
does not in itself imply the existence of a permanent establish
ment for the enterprise, even if his work for the enterprise is, 
to a certain extent, continuous or is carried on at regular 
periods, and ·even if the goods sold have been temporarily 
placed in a warehouse. Similarly, the fact that a commission 
agent ( oommissionnaire) acts in his own name for one or more 
enterprises and receives a normal rate of commission does not 
constitute a permanent establishment for any such enterprise, 
even if the goods sold have been temporarily placed in a 
warehouse. 

7. A permanent establishment shall not be deemed to 
exist i"n the case of commercial travellers not coming under any 
of the preceding categories. 

8. The fact that a parent company, the fiscal domicile of 
which is one of the contracting States, has a subsidiary in the 
other State does not mean that the parent compa11y has ft. 
permanent establishment in that State, regardl11ss of the fiscal 
obligations of the subsidiary toward the State in which it is 
situated. 

Article VI. 

The allocation of the income of the enterprises mentioned 
in Artide IV of the f-<>nvention shall be effected in the following 
manner: 

1. ~~ ~pect of industrial, commercial and ab'l"icultural 
enterpnses m general and for other independent aetlvitiea: - . 
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B. Is bound by an employment contract and habituaB.j"' 
transacts business on behalf of the enterprise <>i.& 
return for remuneration from the enterprise; or 

C. Is habitually in possession, for the purpose of sale, 
of a depot or stock of goods belonging to the enterprise. 

5. As evidence of an employment contract under the 
terms of B above may be taken, moreover, the fact that the 
administrative expenses of the agent, in particular the rent 
of premises, are paid by the enterprise. 

6. The fact that a broker places his services at the disposal 
of an enterprise in order to bring it into touch with customers 
does not in itself imply the existence of a permanent establish
ment for the enterprise, even if his work for the enterprise is, 
to a certain extent, continuous or is carried on at regular periods, 
and even if the goods sold have been temporarily placed in a 
warehouse. Similarly, the fact that a commission ageni 
(commissionnaire) acts in his own name for one or more enter
prises and receives a normal rate of commission does not 
constitute a permanent establishment for any such enterprise, 
even if the goods sold have been temporarily placed in a 
warehouse. 

7. A permanent establishment shall not be deemed to 
exist in the case of commercial travellers not coming"under 
any of the preceding categories. 

8. The fact that a parent company, the fiscal domicile 
of which is one of the contracting States, has a subsidiary 

• fn the othet" State does not mean that the parent company 
has a permanent establishment in that State, regardless of 
the fiscal obligations of the subsidiary toward the State in 
Fhich it is situated. 

Article VI. 

The allocation of the income of the enterprises mentioned 
in Article IV of the Convention shall be ef1ected in the follow-
ing manner: • 

1. In respect of industrial, commercial and agricultural 
enterprises in g_eneral and for other independent lctivities: 

• .. 
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A. If an enterprise "ith its fiscal domicile in one contract- • 
ing.State has a pt"rmanent establishment in the other 
contracting State, there shall be attributed to each 
pt"rmanent .establishment the net business income 
which it might be expected to derive, if it were an 
ind£'pt"ndent enterprise engaged in the same or similar 
acthities, under the same or similar conditions. Such 
net income will, in principle, be determined on the 
basis of the separate accounts pertaining to such 
establishment. According to the provisions of the 
Convention, such income shall be taxed in accordance 
with the legislation and agreements of the State in 
which such establishment is situated. · 

"R.. The fiscal authorities of the contracting States shall, 
when necessary, in execution of the preceding section, 
rectify the accounts produced, especially to correct 
errors or omissions, or to re-establish the prices or 
remunerations entered in the books at the value which 
would prevail between independent persons dealing 
at arm's length. If the accounts of the pt"rmanent 
establishment in one contracting State are rectified 
as a result of such verification, a corresponding 
rectification shall be made in the accounts of the 
establishment in the other contracting State with 
which the dealings in question have been effected. 

C. If an establishment does not produce an accounting 
showing its own operations, or if the accounting 'proo 

• duced does not correspond to the nolplal usages of 
the trade in the country where the establishment is 
situated, or if the rectifications provided for in the 
preceding section cannot be effected, or if the tax~ 
payer agrees, the fiscal authorities may. determine, 
in a presumptive manner, the business income by 
applying a percentage to the gross receipts of that 
establishment. This pt"rcentage is fixed in accordance 
with the rsture of the transactions in which the 
establishment is engaged and by comparison with the 
results obtained by similar enterprises operating in 
the country. "\\'bere the activities of the Jl!lrmanent 

' 
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A. If an enterprise with its fiscal domicile in one contract. < 
ing State has a permanent establishment in the otha-"' 
contracting State, there shall be attributed to each 
permanent establishment the ne\ business income 
which it might be expected to derive, if it were an 
independent enterprise engaged in the same or similar 
activities, under the same or similar conditions. Such" 
net income will, in principle, be determined on the 
basis of the separate accounts pertaining to such 
establishment. According to the provisions of the 
Convention, such income shall be taxed in accordance 

• 
with the legislation and agreements of the State in 
which such establishment is situated. 

B. The fiscal authorities of the contracting States shall, 
when necessary, in execution of the preceding section,
rectify the accounts produced, especially to correct • 
errors or omissions, or to re-establish the prices or 
remunerations entered in the books at the value which 
would prevail between independent persons dealing at 
arm's length. If the accounts of the permanent 
establishment in one contracting State are rectified 
as a result of such verification, a corresponding rectif
ication shall be made in the accounts of the esta9lish
ment in the other contracting State with which the 
dealings in question have been effected. 

C. If an establishment does not produce an accounting 
- sqowing its own operations, or if the accounting 

• 
produc~d does not correspond to the normal usages 
of the trade in the country where the establishment is 
situated, or if the rectifications provided for in the 
preceding section cannot be effected, or if the taxpayer 
agrees, the fiscal authorities may determine, in a 
presumptive manner, the business income by appfying 
a percentage to the gross receipts of that establishment. 
This percentage is fixed in accordance with the nature 
of the transactions in which the establishment is 
engaged and by comparison with the results obtai~ed 
by similar enterprises operating in the country. \Vliere 
the activities of the permanent establishment are in 

• v 



81) .MEXICO DR.U"T - INCOME 

establishmt>nt are in the nature of those of a genuinelY' 
in~t>pendt>nt commission agent or broker, the income 
may be dett>rmined on the basis of the customary 
commissiort receivt!d for such services. 

D. If the methods of determination described in the 
preceding sections are found to be inapplicable, the 
net business income of the permanent t>stablishment 
may be determined by a computation based on the 
total income derived by the enterprise from the activ
ities in which such establishment has participated. 
This determination is made by applying to the total 
income coefficients based on a comparison of fTOSS 

receipts, assets, number of hours worked or other 
appropria~ factors, provided such factors are so 
selected as to ensure results approaching as closely 
as possible those which would be reflected by a sepa
rate accounting. 

2. In determining the net income on the basis of the 
separate accounting of a permanent establishment, a properly 
apportioned part of the general expenses of the head office 
of the enterprise may be deducted. 

3': In respect of banking and financial enterprises, the 
allocation of the income shall be effected in conformity with 
the principles laid down in paragraph 1 of the present Article, 
provided that, when a permanent establishment of the enter
prise is in the position of a creditor or debtor in relation to 
another permanent establishment of the enterprise, the follow
ing provisions shall apply: 

A. If a permanent establishment in one State (creditor 
establishment) supplies funds, whether in the form 
of an advance, loan, overdraft, deposit, or otherwise, 
to a permanent establiHhment in the second State 
(debtor establishment), interest shall be deemed to 

• • 
accrue as mcome to the creditor establishment and 
as a deduci;ion from gross income to the debtor estab
lishment for tax purposes, and it shall be computed 

.,at the inter-bank rate for similar transactions in the 
currency used; 
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the nature of those of a genuinely independent con1~ -
mission agent or broker, the income may be deter! 
mined on the basis of the customary commission 
received for such services. • 

D. If the methods of determination described in the 
preceding sections are found to be inapplicable, thjl 
net business income of the permanent establishment 
may be determined by a computation based on the total 
income derived by the enterprise from the activities 
in which such establishment has participated. This 
determination is made by applying to the total income 
coefficients based on a comparison of gross receipts, 
assets, number of hours worked or other appropriate 
factors, provided such factors are so selected as to 
ensure results approaching as closely as possible those 
which would be reflected by a separate accounting• 

2. In determining the net income on the basis of the 
separate accounting of a permanent establishment, a properly 
apportioned part of the general expenses of the head office 
of the enterprise may be deducted. 

3. In respect of banking and financial enterprises, the 
allocation of the income shall be effected in conformity with 
the principles laid down in paragraph 1 of the present Article, 
provided that, when a permanent establishment of the enter
DriB& is in the position of a creditor or debtor in relation to 
another ·permanent establishment of the enterprise, the 
following proVisions shall apply: 

A. If a permanent establishment in one State (creditor 
establishment) supplies funds, whether in the form 
of an advance, loan, overdraft, deposit, or othefwise, 
to a permanent establishment in the second State 
(debtor establishment), interest shall be deemed to 
accrue as income to the creditor establishment and 
as a deduction from gross income to the debtor 
establishment for tax purposes, and it shall be com
puted at the inter-bank rate for similar tra~sact1ons 
ir» the c1.1rrency used; 
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B. The interest corresponding to the permanent capital ' 
alldtted to the debtor establishment, whether in t:he 
form of an advance, loan, overdraft, deposit or other
"ise, shall. be, however, excluded from the interest 
accruing as income to the creditor establishment and 
deductible from gross income by the debtor establish
ment. 

4. The net income of insurance enterprises shall be deter
mined in conformity with the principles laid down in para
graph 1 of the present Article. If, however, these principles 
are not applicable in a given case, the net taxable income of 
a permanent establishment belonging to an insurance enter
prise may be assessed, eitht>r by applying, to the gross pre
miums received as a result of the activity of the permanent 
establishment, coefficients computed on the basis of the total 
lncome of a representative national enterprise of the particular 
cakgory of insurance concerned, or by apportioning the 
income according to the ratio existing between the gross 
premiums relating to the permanent establishment and the 
total gross premiums received by the enterprise. 

5. In cases where the foregoing rules do not result in a 
fair allocation of income, the competent authorities may 
consult to agree upon a method that will prevent double 
taxation. 

Article VII. 

When an enterprise of one contracting State has a domi
nant participation in the management or capital of an enter
prise of another contracting State, or when both enterprise& are 
owned or controlled by the same interests, and, as the result 
o: such situation, there exist in their commercial or financial 
relations conditions different from those which would have 
existed between independent enterprise&, any item of profit 
or 1088 whicli should normally have appeared in the accounta 
of one enterprise, b.:tt which has been, in thia manner, diverted 
to ~he other enterprise, ahall be entered in the accounts of 
such f~ enterprise, aubject to the rights of appeal allowed 
under the laws of the State of auch enterprifle. • 
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B. The interest corresponding to the permanent capit6l
allotted to the debtor establishment, wht!ther in tb.; 
form of an advance, loan, overdraft, deposit or other
wise, shall be, however, exclude-i from the interest 
accruing as income to the creditor establishment and 
deductible from gross income by the debtor establish
ment. · ~ 

4. The net income of insurance enterprises shall be deter
mined in conformity with the principles laid down in paragraph 1 
of the present Article. If, however, these principles are not 
applicable in a given case, the net taxable income of a per
mallent establishment belonging to an insurance enterprise may 
be assessed, either by applying, to the gross premiums received 
as a result of the activity of the permanent establishment, 
coefficients computed on the basis of the total income of a 
representative national enterprise of the particular category of> 
insurance concerned, or by apportioning the income according 
to the ratio existing between the gross premiums relating to 
the permanent establishment and the total gross premiums 
received by the enterprise. 

5. In cases where the foregoing rules do not result in a 
fair allocation of income, the competent authorities may 
consult to agree upon a method that will prevent double 
taxation. 

Article VII. 

When a~ evterprise of one contracting State has a dominant 
participation in the management or capital of an enterprise of 
another contracting State, or when both enterprises are owned 
Jr controlled by the same interests, and, as the result of such 
situation, there exist in their commercial or financial rel!!-tions 
conditions different from those which would have existed 
between independent enterprises, any item of profit or loss 
which should normally have appeared in the accounts of one 
enterprise, but which has been, in this Jflanner, diverted to 
the other enterprise, shall be entered in the accounts of ~uch 
former enterprise. 
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Article VIII. 
• 

The pro,-isions of Artide IY of the Convention shall not 
apply to pedlars, inland shipping, touring shows and oth!'r 

• similar OCI'upations, whil'h shall be taxable in accordani'P 
"With the l!'gislation of the l'ountry where these Ol'cupations 
I.re carrioo on and concerning which the comp!>tent admi
nistrations mav, if necessary, agree Sp!>dal pro,-isions. 

Article IX. 

For the purposes of Article IX of the Conwntion, the 
term "income from movable capital" includE's income from 

< 
public funds, obligations, loans, deposits, whether fixed or 
on current account, income from shares and similar partici
pations in companies, as well as income fr~m slePping partner 
shares or shares of partners ha,-ing no powers of management 
' or personal liability in partnerships. 

Article X. 

Students and apprentices from one contracting State 
residing in the other contracting State exclusively for the 
purpose of study or for acquiring business experience shall 
not be taxable by the latter State in respect of remittances 
receivoo by them from "Within the former State for the pur
pose of their maintenance or studies. 
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Article VIII. 

• The provisions of Article IV of the Conventiun shall 110£ 

npply to pedlars, inland shipping, touring shows and other 
11imilar occupations, which shall be taxabl('. in accordance with 
the }('gislation of the country where these occupations are 
carried on and concerning which the competent administra-
tions may, if necessary, agree special provisions. ' 

Article IX. 

Students and apprentices from one contracting State 
residing in the other contracting State exclusively for the 
purpose of study or for acquiring business experience shall 
not be taxable by the latt('r State in respect of remittances ' . 
received by them from within the former State for the purpose 
of their maintenance or studies. 

., 
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2. MODEL BILATERAL CO~YENTION 
• 

FOR THE PREYE~"TIOX OF THE DOUBLE TAXATIO~ 
OF SUCCESSIONS 

Mexico Draft. 

Artide I. 

1. The pn-sent Convention, the purpose of which is to 
prevent the double taxation of successions, applies to all duties 
and taxes levied, by reason of death, on the estate, or on the 
~nsfer of, or the succession to, the estate, of a person who, 
at the time of his death, had his domicile in one of the two 
contracting States, whether or not he was a national of that 
State or the other State, and on the part of such estate that 
accrues to each heir or legatee. 

2. The duties and taxes to which this At-ticle refers are: 

A.~ In the ease of State A: 

1. 
2. 
3. 

.................................. 0 •• 

• .................................. 0 ••• 

.. .................................. . 
B. In the case of State B: 

1. 
2. 
3. 

• . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
. .................................. . 
. .................................. . 

Article II. 

Real property, personal property accessory thereto and 
rights relatffi5 to, or secured by, real property which are 
included in the est.~te of a person who, at the time of his 
d('ath, had his domieile in one of the two contracting States 
shau be subjeet to the duties and taxes described in Article I 
only in too State in which such property is aituatedr 



2. MODEL BILATERAL CONVENTION 
FOR THE PREVENTION OF THE Doirn~E T~TION 

OF ESTATES AND SUCCESSIONS 

London Draft. 

Article I. 

The present Convention, the purpose of which is to prevent 
the double taxation of estates and successions applies to th 
following duties and taxes: ' e 

A. In the case of State A: 

1. 
2. 
3. 

•••••••••••••••• 0 0 •••• 0 • 0 •••• 0 ••••• ; 

• •••••••••• 0 • 0 •••• 0 •• 0 0 ••• 0 ••••• 0 •• ; 

• • 
0 
••• 0 •••••• 0 0 •••• 0 ••• 0 •••• 0 • 0 ••• 0 • 

B. In the case of State B: 

1. 
2. 
3. 

•••• 0 ••••••• 0 0 •••••••• 0 • 0 ••• 0 • 0 •••• ; 0 

• ••••• 0 ••••••••••••••••••• 0 ••• 0 0 ••• ; 

• • 0 •• 0 0 0 •••••••• 0 0 ••••••••••••••• 0 •• 

Article II. 
Real property, personal property accessory thereto and 

rights relating to, or secured by, real proped:y which are 
included in the estate of a person who, at t

9
he time of his death, 

had his domicile in one of the two contracting States shall be 
• 

subject to the duties and taxes described in Article I o0nly 
in the State in which such property is situated . 

• 
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.lrti..le Ill. 

~ <Property appert.nining to a l'omm<'rl'ial, industl"ial, minilig, 
a•!l"iculturnl or other enterprisE', irwluding a maritime or nn nir 
n:,igation enterpri~e. ll•ft by a pt-rson who, at the time of his 
death, had his domi<'ile in one of the l'ontraeting ~tates shall 
~ subje<.'t to the duties and taxi's deseribed in Artide I in 
acrordanre "ith thE' follomng rules: 

.\. 

B. 

U the enterprise has a pt>rmanent establishment in one 
of the two States, the propt>rty shall be taxable only 
in that State; 

If the enterprise ha..'l a pt>rmanent establishment in 
• c 

both States, the propt>rty shall be taxable m each 
·state to the extent to whil'h sul'h prop<'rty belongs 
or relates to the establishment situated in that State. 

Article IV. 

U a person who, at the time of his death, had his domicile 
in one of the contracting States leaves in the other l'ontracting 
State property to which .Articles II and III do not apply, the 
former State may apply the duties and taxes described in 
.Article I of the present Convention to the entire estate, subject 
to the'proruions of .Article VI, and the latter State may apply 
such duties and taxes to the property situated in its territory, 
but only according to the rate which corresponds to the value 
of the latter property, "ithout taking into account the property 
situated in the territory of the other State. 

Article V. 

For the purpose>~ of determining the net value of th~ 
property subjed; to the duties and taxes to which tlus Conven
tion refers, the debts of the decpa~ shall be deducted acl•ord
ing to the follo'lling rule<~: 

' 
.A. A debt secqred by, or relating to, property to which 

.Articles II and III apply 11hall be deducted from the 
value of the specific property by which it is secured, • 
cz to whieh it relates; 
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· Article III. 

•Property appertaining to a commercial indust • 1 · · .'"' . , rm , m1ruitg, 
a~m~ul~urn~ or other ~nterprise, including a maritime or an 
a~ nav1gat10n en~erpnse, left by a person who, at the time of 
h1s death, had h1s domicile in one of the contracting State 
shall be subject to the duties and taxes described in Article ; 
in accordance with the following rules: ' 

A. 

B. 
• 

If the enterprise has a permanent establishment in one 
of the two States, the property shall be taxable only 
in that State; . 

If the enterprise has a permanent establishment in 
both States, the property shall be taxable in each 
State to the extent to which such property belongs 
or relates to the establishment situated in that State. 

Article IV. 

Personal property not coming within the purview of the 
pro,;sions of Articles II and III left by a person who, at the 
time of his death, had his fiscal domicile in one of the contract
ing StateR, shall be subject to the duties and taxes described in 
Article I only in the State in which such property was situated 
at the time of death. • 

Article V. 

• For the purposes of determining the net value of the pro
perty subject to the duties and taxes to which this Conve~t~cn 
refers, the debts of the deceased shall be deducted accoromg 

to the following rules: • 
A. A debt secured by, or relating to.,property to which 

Articles II and III apply shall be deducted from t~e 
value of the specific property by which it is secured, 

or to which it relates; 
• 
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B. If a debt to which rule A applies exceeds the vaJue or , 
th~ property by which it is secured or to which it 
relates, it shall be deducted from the value of the other 
property left by the deceased in the same country; 

• 
C. If a debt to which rule A applies exceeds also the 

value of the property situated in the same country, 
the excess shall be deducted from the value of the 
property left by the deceased in the other country; 

D. A. general debt without specific guarantee will be 
deducted proportionately to the value of the property 
left by the deceased in each country . 

.Arlick VI. 

• The State in which the deceased, at the time of his death, 
had his domicile shall retain the right to tax the entire estate, 
whether situated in its territory or that of the other contracting 
State, but shall deduct from the duties and taxes it applies to 
the entire estate the lesser of the two following amounts: 

A. The sum of the duties and taxes levied by the other 
• contracting State on the property which is taxable in 

its territory according to the preceding Articles; 

B. The sum which represents the sam~ proportion in com
parison with the duties and taxes due in the State of 
domicile as the property taxable in the other State in 
comparison with the entire taxable estate of the 
deceased. 

.Arlick VII. 

As regards any special provisions which may be necessary 
for the appli<ntion of the present Convention, more particularly 
in cases not expres!'JY provided for, the competent authorities 
of the two contracting States may confer together and take 
the·measures required in accordance with the spirit of this 
Convent:on. 

' 
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If a debt to which rule A applles exceeds th~-value of 
the property by which it is secured or t.o which ~t> 
relates, it shall be deducted from the value of t~e 
other property left by the deceased in the same 
country; ' 

C. If a debt to which rule A applies exceeds also the value 
of the property situated in the same country, the exces·~ 
shall be deducted from the value of the property left 
by the deceased in the other country; 

D. A general debt without specific guarantee will be 
deducted proportionately to the value of the property 

., left by the deceased in each country. 

Article VI. 

The State in which the deceased, at the time of his death; 
had his domicile shall retain the right to tax the entire estate, 
whether situated in its territory or that of the other contract
ing State, excluding property described in Article II, but shall 
deduct from the duties and taxes it applies to the entire estate 
the lesser of the two following amounts: 

A. The sum of the duties and taxes collected by the other 
contracting State on the property which is taxable in 
its territory according to the preceding Articles; 

B. The amount which repre~nts the same proportion of 
' the duties and taxes of the State of domicile on the 

~ntii-e taxable estate of the deceased as the net pro
perty taxable in the other State bears to the entire net 
e11tate. 

Article VII. 

As regards any special provisions w~ch may be ne.cessary 
for the application of the present Convention, more partiCul~~ly 
in eases not expressly provided for, the cop1petent authontles 
of the two contracting States may confer together and take t};le 
measures required in accordance with the spirit of this 

" Oonventi~n. 
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A,,.tide J"JJJ. 

· I. This C..mvention and the ac·c·ompan~·ing Protocol, 
whi<-h >'hall bt" con,.idl'n>d to be an int£'grnl pnrt of th<' Conv<>n
tion, ,_hall be ratifird and the instrunwnts of rnti!iention shall 
bt" exehnng<>d at ..................... us soon as possible. 

r 2. Tlus C<:mn'ntion and Protoeol shall bec·ome effective 
on the first day of January 19... They shall eontinue effective 
for a period of thn>e years from that date and ind£'finitely after 
that period. They muy, howev£'r, be terminnted by either of 
the contrat'ting States at the end of the three-~·£'ur period or 
at any time thereafter, pro,-ided thut at lt•ast six months prior 
notire of terntinntion has been given, the t<>rmination to 
become effe£'tiw on the first day of January following the 
expiration of the six-month period. 

Done in duplicate, at ............. this 
<tlay of ................................. . 1!). .• 

PROTOCOL 

On proceeding to sign the Convention eoneluded this day 
between the c·ontrncting States r<>garding the Prevention of 
the Double Taxation of Successions, the undersib"tied Pleni
potentiaries have made the following joint de<'laration, whic·Jt 
shall form an inteJ:,rral part of the said Convention • 

.Article I. 

I. For the purpoKes of the foregoing Convcontion, the 
dontir"ile of a person, at the time of his death, i>1 the place 
where he then had his permanent residenee with the manifest 
intention of ~;etaining it. 

2. If the dec~ased. at the time of hi11 death, had no Huch 
dontidle and was a. national of both contracting Stutes, he 
shall be regarded as having had his domidle in the country in 
whi<·h hill family, H<winl and ec·.onomie intcr<>stH we':" c~entred. 
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Article VIII. 
" 

1. This Convention and the accompanying Protocol, whi~h-
shall he considered to be an integral part of the Convention, 
shall be ratified and the instruments of ratification shall be 
exc·hnnged at .............. as soon as possible. 

2. This Convention and Protocol shall become effectiv.! 
on the first day of January 19... They shall continue effective 
for a period of three years from that date and indefinitely aftPr 
that period. ThPy may, howevPr, be terminated by either of 
the contracting Statps at the end of the three-year period or 
at any time thereafter, provided that at least six months prior 
notice of termination has been given, the termination to 
become effective on the first day of January following the 
expiration of the six-month period. 

Done in duplicate, at ............. this .............. 
day of . . . . . . . . . . . . . . . . . . . . . . 19 .. . 

PROTOCOL 

On proceeding to sign the Convention concluded this day 
between the contracting States regarding the Prevention of 
the Double Taxation of Successions, the undersigned Pleni-
110tentiaries have made the following joint declaration, which 
shall form ~n jntegral part of the said Convention. 

Article I. ,, 
1. For the purposes of the foregoing Con~ention, tqe 

domicile of a person, at the time of his dea~h, 1S the 'p.lace 
where he then had his permanent residence With the manifest 

intention of retaining it. . -• 
2 If the deceased at the time of his,death, had no such 

domicile and was a national of both contracting States •. he s!~&~ 
be re arded as having had his dolnicile in the countrym w lC 

g . · 'nterests were centred. his familJ1, somal, and econom1c 1 . 
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Article II. 
• 

',The question whether property is to be regarded as real 
or personal shall be settled in accordance with the laws of the 
State in which thll property is situated. · 

Article Ill. 

The situation of personal property accessory to real pro
perty and of rights relating to, or secured by, real property 
shall be determined in accordance with the laws of the State 
in which the real property concerned is situated. 

Article IV. 

1. The expression "commercial, industrial, mining, agri
cultural or other enterprise, including a maritime or an air 
<navigation enterprise " and the expression " permanent estab
lishment " have the same meaning for the purposes of the 
foregoing Convention as in Articles IV and V of the Protocol 
of the Model Bilateral Convention for the Prevention of the 
Double Taxation of Income. 

2. In the case of an enterprise with a permanent establish
ment in each of the two contracting States, the apportionment 

• of the assets and liabilities will be achieved through the 
application, by analogy, of the rules concerning the allocation 
of income that are expressed in Article VI of the Protocol 
of the Model Bilateral Convention for the Prevention of 

' Double Taxation of Income. • 

Article V. 

For the purpose of Article IV of the foregoing Convention, 
pPrsonal property hereinbelow mentioned shall be deemed to 
be situated: 

A. At the place where the property is situated, in the case 
of: · 

(a) 
(b) 
(c) 

r 

........................... 0 ••• 0 •••• 

..................................... 
•••••••••••••••••••••••••• ( ••••• s. •• 
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Article II • 
• 
The question whether property is to be regarded as real ~r 

perso~al sh~ll be settled in accordance with the laws of the 
State 1n which the property is situated. " 

Article III. 

The situation of personal property accessory to real property 
and of rights relating to, or secured by, real property shaU be 
determined in accordance with the laws of the State in which 
the real property concerned is situated. 

Article IV. 

1. The expression " commercial, industrial, mining, agri
cultural or other enterprise, including a maritime or an air 
navigation enterprise " and the expression " permanent o 

establishment" have the same meaning for the purposes of 
the foregoing Convention as in Articles IV and V of the Pro
tocol of the Model Bilateral Convention for the Prevention of 
the Double Taxation of Income. 

2. In the case of an enterprise with a permanent establish
mP-nt in each of the two contracting States, the apportionment 
of the assets and liabilities will be achieved through the applica
tion, by analogy, of the rules concerning the allocation of 
income that are expressed in Article VI of the Protocol of the 
Model Bilateral Convention for the Prevention of Double 
T-!lxat.ion of Income. 

• • 

Article V. 

o The situation of personal property to which the provisions 
of .Article IV of the Convention apply shall be determined ~ 
accordance with the following rules: ' 

A. Rights or interests (otherwise than by way of security) 
in or over tangible movable property other than such 
property for which specific proruion is hereinafter 
made shall be deemed to be situated at the place 
where such property was physically located at the time 
of_.d.eath; '· 

~ 
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B. At the place where the property is registered for' 
transfer purposes, as in the case of: 

(a) 
(b) 
(c) 

•••••••••••••••• 0 • 0 ••••••• 0 •••••••• 

• 

C. At the domicile of the debtor, in the case of property 
transferable only by notification to the debtor or 
endorsement, as in the case of: 

(a) 
(b) 
(c) 

0 •••••••••••••••• 0 ••••••••••••••••• 

•••• 0 ••••••••••••••• 0 •••••••••••••• 

• 0 • 0 • 0 ••••••••••••••••••••••••••••• 
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Rights or interests (other than by way of se~urity) ;n 
or over bank or currency notes, other forms f . 

t. bl bills f 0 curronry, 
nego la e o exchange and negotiable promiss~ry 
notes shall be deemed to be situated at the place where 
s~ch notes, currency or documents are looated at the 
trme of death; 

0. !lights or interests (otherwise than by way of security} 
m or over property described under A and B arove 
which are in transit at the time of death shall be 
deemed to be located at the place of destination; 

J>. Debts secured or unsecured, other than the forms of 
indebtedness for which specific provision is made 
herein, shall be deemed to be situated at· the place 
where the deceased had his domicile at the time of 
death; 

E. Shares and similal' interests and participations in a 
company or limited liability partnership shall be 
deemed to be situated in the territory of the State in 
which or under the laws of which the corporation or 
partnership was organised; 

F. Sums payable under an insurance policy on the liCe 
of the deceased shall be deemed to be situated at the 
place where the deceased had his domicile at the time 

G. 

H. 

I. 

of death; · 

Shi~s and aircraft and shares in the property thereof 
shall lle deemed to be situated at tho place where 
the ship or aircraft was registered at the time of the 
death of the deceased: 

Goodwill as a business or professional asset shall be 
deemed to be situated at the place where the business 
or profession to which it appertains was carried on at 
the time of death; 

Patents trade-marks, designs shall be deemed to 1-e 
situated at the place where they were registered at 
tl_>,e time of death; 

" 
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Article VI. 
( 

The question whether a debt which is deductible according 
to Article V of the foregoing Convention is to be regarded as 
a bona fide debt shall be settled in accordance with the laws 

,of the State in which such debt would be deducted. 

Article VII. 

A debt shall not be deducted from the value of inalienable 
property unless such property has been made inalienable by 
the will of the deceased. 

Article VIII. 

The foregoing Convention shall not affect such immunities 
as are at present, or may hereafter be, accorded to diplomatic, 
consular or foreign Government officials in virtue of the 
general rules of international law or the internr..l legislation 
of either of the contracting States. Where, by reason of such 
immunities, the estates left by such officials are not subject 
to the duties and taxes to which the present ConventiO'l. 
applies in the State in which they exercise their functions, 
the State which they serve shall be entitled to levy such 
duties and taxes. 
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J. Copyrights, franchises and rights or lice . ' to . 
· h nces U9e any copyng ted material, patent trade-~"-k d • , 

hall be d . ' ........ or e~gn 
s h . htaeemed to be situated at the place where 
sue rig were exercisable at the time of death • 

' 
K. . Rig~ts or causes of action e:r. delicto shall be deemed to . 

be Situated at the place where such righ~- · 
f . ....or~ o act1on arose; • 

L. .Judgment debts shall be deemed to be situate8. at 
the place where the judgment is recorded. 

• Article VI • 

• Th~ question whether a.debt.which is deductible according 
to Art1cle V of the foregomg Convention is to be regarded 
as a bona fo/,6 debt sha.ll be settled in accordance with the 
la~s of the State in which such debt would be deducted. • 

Article VII. 

The foregoing Convention shall not affect such immunities 
as a.re at present, or may hereafter be, accorded to diplomatic, 
con!ijllar or foreign Government officials in virtue of the g • 
general "rules of international law or the internal legislation 
of either of tile contracting States. Where, by reason of such 
immunities, the estates left by such officials are not subject 
to the duties and taxes to which the present Convention applies 
in the State in which they exercise their functions, the Sta.te 
which they serve shall be entitled to levy such duties and taxes. 
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3. MODEL BILATERAL CONVENTION FOR THE 
ESTABLISHMENT OF RECIPlWCAL ADMINISTRATIVE 
< ASSISTANCE FOR THE ASSESSMENT AND 

COLLECTION OF DIRECT TAXES 

Mexico Draft. 

Article I. 

With a view of assuring, in the interest of Governments 
and taxpayers, an effective and fair application of the taxes 
to which apply the Conventions for the Prevention of Double 
Taxation of Income and Successions, concluded this day by 
the contracting States, each of the contracting States under
takes,< subject to reciprocity, to furnish on special request 
such information in matters of taxation as the competent 
a1o1thoritiea of each State have at their disposal or are in a 
position to obtain under their own laws and as may be of 

. use to the competent! authorities of the other State in the • 
assessment of the above-mentioned taxes and tO' lerid assis-
ta.ooe. to the competent authorities of the othet. State in the 
collection of such taxes. 

Article II. 

The competent authorities of each of the contracting States 
shall be entitled to obtain through direct correspondence, 
from the competent authorities of the other contracting State, 
ii>formation concerning particular cases that is necessary for 
the assessment of the taxes to which the present Convention 
relates. ' 
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3. MODEL BILATERAL CONVEN'I!ION FOR THE 
ESTABLISHMENT OF RECIPROCAL ADMINISTRATIVE 
ASSISTANCE FOR THE ASSESSMENT .AND COLLEC .. 
TION OF TAXES ON INCOME, PROPERTY, ESTA'I'E~ 

AND SUCCESSIONS 

London Draft. 

Article I. 

With a view of assuring, in the interest of Governments 
and taxpayers, an effective and fair application of the taxes 
to which apply the Conventions for the Prevention of Double 
Taxation of Income and Estates and Successions, concluded this 
day by the contracting States, each of the contracting States 
undertakes, subject to reciprocity, to furnish on special request 
such information in matters of taxation as the competent 
authorities of each State have at their disposal or are in a 
position to obtain under their own revenue laws and as may 
be Qf use to the competent authorities of the other State in 

I e • 
the assessment of the above-mentioned taxes and to lend 
assistance to "the competent authorities of the other State in 
the collection of such taxes. 

Article II. 

The competent authorities of each of the contracting 
States shall be entitled to obtain through direet correspond• 
ence, from the competent authorities of the other contracting 
State infotma.tion concerning particular cases that is necys
sary for the assessment of the taxes to which the present 

Convent;.on relates . 
• 
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.Article III. 

~ 1ln accoidance with the preceding Article, the competent 
authorities of each contracting State shall transmit, in con
crete cases on special request, to the competent authorities 

. of the other State: 

r A.. 
• 

The name and address of any individual, partnership, 
corporation or other entity having an address in the 
territory of the other State and deriving from sources 
within the territory of the former State rents, divi
dends, interests, royalties, income from trusts, wages, 
salaries, pensions, annuities or other fixed or deter
minable periodical income, indicating the amount! of 
such receipts in the case of each addressee; 

B. An extract of the inventories received by the compe
tent authorities in the case of property passing on the 
decease of persons that had an address in the territory 
of the other State or the nationality of that State; 

C. Any particulars which the competent authorities may 
obtain from banks, insurance companies, or other 
financial institutions concerning assets and claims 
belonging to persons having an address in the territory 

c of the other State; 

D. Any particulars which the competent authorities may 
obtain from inventories in the case of property passing 
on death concerning debts contracted to, or property 
passing to, persons having an address in the territory> 
of the other State. • . 

Article IV. 

1. The competent authorities of each of the contracting 
States shall bo entitled to obtain, through direct correspond
ence, the assistanl'e 11.nd support of the competent authorities 
of ,the other contracting State for the collection of the taxes 
to wla.ich the present Convention relates together with interest, 
costs, adJitions to taxes, and fines not being of , a penal 
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Article III • 
• In accordance with the preceding Art. 1 th . ·' 

h 
• • f lC e, e COmpet~nt 

aut ont1es o each contracting State shall t •t · ' . · ransrm , m the 
ordinary course as soon as possible a ..... __ the · t• f ,...,.. exp1ra 1on o 
each calendar (or fiscal) year, to the competent authorities 
of the other State: • 

A. 

B. 

c. 

D. 

• 

The na~e and address of any individual, partnershl;, 
corporat10n or other entity having an address in the 
territory of the other State and deriving from sources 
within the territory of the former State rents, divi
dends, interest, royalties, income from trusts, wages, 
salaries, pensions, annuities or other fixed or deter
minable periodical income, indicating the amount of 
such receipts in the case of each addressee; 

An extract of the inventories received by the com· 
petent authorities in the case of property passing on 
the decease of persons that had an address in the 
territory of the other State or the nationality of 
that State; 

Any particulars which the competent authorities may 
obtain from banks, insurance companies, or other 
financial institutions concerning assets and ~laims 
belonging to persons having an address in the terri
tory of the other State; 

Any particulars which the competent authorities may 
obtain from inventories in the case of property passing" .. . 
on de,th concerning debts contracted to, or property 
passing to, persons having an address in the territory 

of the other State. 

Article IV. 

1. The ~ompetent authorities of each of the contracting 
States shall be entitled to obtain, through • direct corre· 
spondence, the assistance and support of the compe~nt 
authorities of the other contracting State for the collecb_?n 
of the taxes to which the present Convention relates together 
with int .. rest, costs, additions to taxes, and fines not being 

A 
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• characte;: according to the laws of the State applied to, in the 
e~e of tax~s that are definitely due according to the laws .of 
th~ applying State. 

2. In the case pf a request for the enforcement of a tax, 
revenue claims of each of the contracting States which have 

r bee~ finally determined shall be accepted for enforcement by 
~1~ other contracting State and collected in that State in 
accordance with the laws applicable to the enforcement and 
collt5ction of its own taxes. 

3. The request shall be accompanied by such documents 
as are required by the laws of the applying State to establish 
that the taxes are definitely due. 

" '· If a revenue claim is not definitely due, the State app4ed 
to may, on the request of the other contracting State, take such 
measures of conservancy as are authorised by the revenue laws 
of the former State. 
' 

Article V. 

Special requests for information and/or assistance for the 
enforcement of taxes under Articles II and IV of the present 
Convention may be refused in the following cases: 

. < 

A. If they involve the obligation to obtain or supply 
information which is not procurable under the legisla
tion of the State applied to or that of the applying 
State; 

B. If they imply administrative or judicial~tetion incom- .. 
patible with the legislation and practice of either 
contracting State; 

C. If compliance involve!! violation of a professional, 
• industrial or trade secret; 

D. If the request relates to a taxpayer wh~ is a national 
of the'State applied to; 

p 

:E. If, in the opinion of the State applied to, compliance 
• · with the request may compromise its security or 

eovereign rights. 
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• of a.penal character, according to the laws of the State applied 
to, 1n the case of taxes that are definitely due according"'tc., ·· 
the laws of the applying State. · ' 

2. In t?e case of a request for the enjoroement of a tax, 
revenue clauns of each of the contracting States which have 
been .finally determined shall be accepted for enforce~ent 

0 

by the other contracting State and collected in that st,.ta 
in accordance with the laws applicable to the enforcement 
and collection of its· own taxes. " 

3. The request shall be accompanied by such documents 
as are required by the laws of the applying State to establish 
that the taxes are definitely due. ,. 

"4. If a revenue claim is not definitely due, the State 
applied to may, on the request of the other contracting State, 
take such measures of conservancy as are authorised by the 
revenue laws of the former State for the enforcement of its 

' 
own taxes. 

Article V. 

Special requests for information and/or assistance for the 
enforcement of taxes under Articles II and IV of the present 

. Qonvention may be refused in the following cases: 

A. If they involve the obligation to obtain or supply 
information which is not procurable under the legis
lation of the State applied to or that of the applying 

• State; 

B. •If the3" imply administrative or judicial ~tion in~om
patible with the legislation and practice of e1ther 

c. 
contracting State; 

If compliance involves violation 
industrial or trade secret; 

of a professional, 
' • 

D. If the request relates to a taxpayer wh~ is a national 

of the State applied to; 

E .. 
I 

If · the opinion of the State applied to, compliance 
1 1n • •t ' 

with the request may compromise lts secun y or 

sovereign rights. 

" " 
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Article VI. 

" ~When the competent authorities of one of the contracting 
States have requested from the authorities of the other State 
information to whicli this Convention applies, they shall observe 

r secrecy as regards such information, in the same way and to 
the <Same extent as is done in the State that supplies it, and the 
cbnpetent authorities of the former State shall apply to its 
officials the administrative and penal sanctions that correspond, 
under its own laws, to the violation of such secrecy. 

Article VII. 

The competent authorities of the two contracting St~s 
may prescribe regulations necessary to interpret and carry <?Ut 
the provisions of this Convention. With respect to the provi
sions of this Convention relating to exchange of information, 
service of documents and mutual assistance in the collection 
( 

of taxes, such authorities may, by common agreement, pre-
scribe rules concerning matters of procedure, forms of applica
tion and reply, conversion of currency, disposition of amounts 
collected, minimum amounts subject to collection and related 
matters. 

Article VIII. • 
I. This Convention and the accompanying Protocol, which 

shall be considered to be an integral part of the Convention, 
shall be ratified and the instruments of ratification shall be 

, exchanged at . . . . . . . . . . . . . . . . . . . . . . as soon as possib~e" 
2. This Convention and Protocol shall become effective 

on the first day of January I 9. . • They shall continue effective .. 
for a period of three years from that date and indefinitely afte"r 
that period. They may, however, be terminated by either of 

. th~ contracting States at the end of the three-year period or 
at any time thereafter, provided that at least six months prior 
notice of termination has been given, the termination to 
become effective on the first day of January following the 
expiration of the si~month period. 

• D.one in duplicate, at . . . . . . . . . . . . . . . . . . . . . . . . . . . this 
· · · · . . . . . . . . day of I9 . . . . . . . . . . . . . .. 
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Article VI. 

• When the competent authorities of one of the ()on tract' ng• 
States have requested from the authorities of the other State 
information to which this Convention applies, they shall 
observe secrecy as regards such information, in the same way 
and to the same extent as is done in the State that suppliet: it, 
and the competent authorities of the former State shall apply 
to its officials the administrative and penal sanctions that 
correspond, under its own laws, to the violation of such SJlCrecy. 

Article VII. 

• .;r'he competent authorities of the two contracting States 
ma7 prescribe regulations necessary to interpret and carry out 
the provisions of this Convention. With respect to the provi
sions of this Convention relating to exchange of information, 
service of documents and mutual assistance in the collection 

' of taxes and evidence of reciprocity, such authorities may, by 
common agreement, prescribe rules ·concerning matters of 
procedure, forms of application and reply, conversion of 
currency, disposition of amounts collected, minimum amounts 
subject to collection and related matters. 

Article VIII. • 
1. This Convention and the accompanying Protocol, which 

shall be consid~red to lie an integral part of the Convention, 
shall be ratified and the instruments of ratification shall be 
exc~nged at ...................... as soon as possible. ., 
• • 2. "this" Convention and Protocol shall become effective 
~n the first day of January 19. . • They shall continue effective 

f.;r a period of three years from that date and indefinitely after 
t'ha.t period. They may, however, be terminated by eit~er of 
the contracting States at the end of the three.-year penod .~r 
at any time thereafter, provided that at least. siX .months pnor 
notice of termination has been given, the tenrunabon to become 
effective on the first day of January following the expiration 

of the six-month period. • 

Done in duplicate, at .... · · · · · · · · · 
->ay of ..... 19 ... Ll ••••••••••••••• 

this ........... · .. , · 
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PROTOCOL 

On proceeding \o sign the Convention concluded this day 
r for the Establishment of Reciprocal Administrative Assistance 
~r"the Assessment and Collection of Direct Taxes, the under
s•lfned Plenipotentiaries, duly authorised by their respective 
Go'l;;ernments for the purpose, have made the following joint 
declaration, which shall form an integral part of the said 
Convention. 

Article I. 

As used in the fo~going Convention, the term " competent 
authorities " means the highest tax authorities of each of the 
contracting States or the duly authorised representatives 
\Jf such authorities. 

Article I I. 

Reciprocity is deemed to exist as regards requests under 
Article ill of the foregoing Convention. In the matter of 
other requests, reciprocity shall be deemed to exist when the 
request is accompanied by a declaration by the competent 
authorities who make the application, officially confirming that 
any similar request would be complied with in accordance with 
the laws of the applicant State. 

Article III. 

Information communicated under Article II shall be in 
the official language of the State by which they are communi-• cated. 

Article IV. 

1. Special requests for information shall specify: the 
authority making tqe request; the name, address and nation· 
al!ty of the person to whom the request relates; the taxation in 
respect of which the request is made and period or date in 
respect ol which it is imposed. 

' 
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PROTOCOL 

On proceeding to sign the Convention 'boncluded this day 
for the Establishment of Reciprocal Administrative Assistance 
for the Assessment and Collection of Taxes on Income, Prope~-ty., 
Estates and Successions, the undersigned Plenipotentiarie~t, 
duly authorised by their respective Governments for the 
pwpose, have made the following joint declaration, which 
shall form an integral part of the said Convention . 

.Article I . 
• 

• As used in the foregoing Convention, the term "competent 
authorities " means the highest tax authorities of each of the 
contracting States or tho duly authorised representatives 
of such authorities. 

.Article II. 

Reciprocity is deemed to exist as regards requests under 
Article III of the foregoing Convention. In the matter of 
other requests, reciprocity shall be deemed to exist when the 
11)quest is accompanied by a declaration 'by the oonq>etent 
authorities who make the application, officially confirming that 
any similar request would be complied with in accordance with 
the laws of the applicant State . 

.Article Ill. 

1. Special requests for information shall specif~: t~e 
authority making the request; the name, ~dress and nat~on~l
ty of the person to whom the request relates; t~e taxat10o.~ 
respect of which the request is made and penod or d.a.te 111 

resp,ect of which it is imposed. '' 
~ ' . .. 
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2. Requests for the service of documents shall specify, in ' 
~tbtion to. the particulars mentioned in the first paragraph-of 
thfc~ Article: the address of the recipient; and the nature and 
purpose of the document for service • 

• 
3. Requests concerning the collection of taxes shall 

ind:cate, in addition to the information mentioned in the first 
tlica.graph of this Article: the amount of principal due and 
interest due and the date from which such interest begins to 
rut\~ in the case of fiscal penalties, the nature and amount 
of such penalties; and any other information. of a nature to 
facilitate or accelerate collection . 

.Article V. 

Requests to which Article IV refers shall be formulated in 
the official language of the applicant State and accompanied • by a translation in the official language of the State 
applied to. 

Article VI. 

The competent authorities of the State to which a request 
for th~ service of documents is made may limit their action in 
connection with the service of the document to merely handing 
it to the recipient, if the latter is willing to receive it. 

Article VII. 

If the competent authorities of the applic!ant State so«<'" 
desire, the document may be served in the form prescribed t'n 
similar cases by the internal law of the State applied to. • 

Article VIII. 

Requests for collection must be accompanied by a copy or 
official extract of thp final decision or order by the competent 
a~thorities concerning the revenue claim in question and by a 
statement from the competent authorities to the effect that 
the reve!lue claim is final. 
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'2Re f) • If 
• ad.dit" qutoesths or the service of documents shalf spec~fy. 

• 

m• . 10~ t e particulars mentioned in the first para~·:ph. 
of thls ArtiCle: the address of the recipient; and the nature lolld 
purpose of the document for service. • 

3. Requests concerning the collection of taxes shell · di- -
ca.te, in addition to the information mentioned in the ~.rst 

. ~ara.gra.ph of this Article: the amount of principal due a.tl 
mte~st due and the date from which such interest begins to 
run; m the case of fiscal penalties, the nature and amount of 
such penalties; and any other information of a nature · to 
facilitate or accelerate collection • 

.Article IV. 

The competent authorities of the State to which a request 
fur the service of documents is made may limit their action in 
connection with the service of the document to merely handing 
it to the recipient, if the latter is willing to receive it • 

.Article V. 

If the cootpetent a.uthqrities of the applicant State so desire, 
tlte document may be served in the form prescribed in similar. 
~a.ses by the internal law of the State applied to • 

.Article VI. 

Requests for collection must be accompanil!d by a copy 
or official extract of the final decision or o@er by the competent 
authorities concerning the revenue claim in question and by a 
statement from the competent authorities to the effect tb&t the 

revenue claim is final. 
~ ~ . -
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Articl8 IX. 
• 

~o request for assistance for the collection of taxes shall be 
fonr.ulated when: 

• A.. There is a presumption that the amount due is in fact 
recoverable in the interested State; 

1 

The amount due is less than .....................• ' JJB. 

Article X. 

Assistance procedure shall be in the form for which the laws 
of the State applied to provide, as stipulated in the Conv-Jii-· 
tion. Nevertheless, any special forms of assistance not b~ing 
incompatible with the laws of the State applied to may be 
adopted at the request of the applyi.Dg State. 

Articl8 XI. 

Revenue claims for collection shall not receive preference 
over either public or private claims in the State applied to. 

Article XII. 

The authorities of the State applied to shall take all such 
steps and employ all such means oi action as they would be 
bound to take and employ in similar cases, when their own 

.- interests are involved, provided that no means of action e~JJ 
-- be employed to which there is no corresponding met.ns of action . ..,. 

under the law of the applicant State. In doubtM cases, the 
competent authorities of the applicant State must eertify th~t 
their national' legislation empowers them to comply with &. 
similar request ~m the State applied to. 

Article XIII. 

The competent 11uthorities of' the State applied) to> shall 
in,t'orm:, without delay, the- competent authorities ef the appli
cant•State && t;e. the actimr taken on the request, whether such 
action is·'COmplete or incomplete. 
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Article VII • 
• 
. No request for assistance for the collection of taxell shlf] be 

formulated when: f 

A. There is a presumption that the a~ount due is in fact 
recoverable,in the interested State; " 

• 
B. The amount due is less than ................. 

Article V Ill • 

.Assistance procedure shall be in the form for which the 
~s of the State applied to provide, as stipulated in the 
~vention. Nevertheless, any special forms of assistance 
{.ot being incompatible with the laws of the State applied to 
may be adopted at the request of the applying State. 

Article IX. 

Revenue claims for collection shall not receive preference 
over either public or private claims in the State applied to. 

Article X. 
• 

Tl'le authorities of the State applied to shall take all such 
steps and employ all such means of action as they would be 
bound to take and employ in similar cases, when their own 
j.~twests are involved, provided that no means of action shall 
be ~loy1ld to which there is no corresponding means of 
"':~tion ·unde' the law of the applicant State. In doubtful 
~sll';;, th~ competent authorities of the applicant State must 

•certify that their national legislation empowers them to 
<!o~ply with a similar request from the State applied to. _ 

Article XI. 
• 

The competent authorities of the State applied to shall 
inform, without delay, the competent authorities of )he 
applicant State as to the action taken on the ~quest, whether 

.!'uc' a~~ion is ;omplete or incomplete. 
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Article XIV. 
• 

Q ,,. a request cannot be complied with, the competent authori-
ties ',of the State applied to shall advise the competent 
authorities of the afplicant State of the reasons which prevent 

. "')Omplying with the request, and shall transmit to such authori
ties all information which may have a bearing on the case. 

I 
' . 
~ 

Article XV. 

i fhe State applied to shall be responsible to the applying 
State for the sums collected on the latter's behalf by its officials 
or agents. 

Article XVI. 

Collection shall always take place in the currency of the 
State applied to. To that effect, the competent authorities 
of the State applied to shall convert the amount for collection 
into their own currency at the last rate quoted between the 

'" two contracting States. 

Article XVII. 

Amounts collected by the competent authorities of on~ 
State on behalf of the competent authorities of the other State 
shall be paid over immediately, after deduction of the costs 
under Article XVIII below, to the account of the Central Bank 
of the applying State with the Central Bank of the State 

... ,applied to. 

Article XVIII. 

• 

No fees or costs shall be charged for action taken on requests 
for~ assistance. This provision shall, however, not apply, in '"" 
the abaence of any agreement to the contrary, to emoluments 
paid to witnesses, experts, agents of execution and to legal 
and judicial ft>es incurred in connection with the service of a 
document or the enfo1cement of a revenue claim. The revenue 
au~horities shall notify each other as required of the probable 
amo\!Jlt of such costs, fees or charges. When relating to the 
collection_of a revenue claim, the amount of such costs, fees and 

' I ' ' 
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Article XII. 

The State applied to shall be responsible to the appl~ng ~ 
State for the sums collected on the latter's behalf by its ' 
officials or agents. 

Article XIII . 
• 

Collection shall always take place in the c~ncy of the 
State applied to. To that effect, the competent authorities 
of the State applied to shall convert the amount for collectio"n 
into their own currency at the rate of exchange prevailing at 
the date that the request is received. 

Article XIV. 

. Amounts collected by the competent authorities of one 
State on behalf of the competent authorities of th~ other 
State shall be paid over immediately, after deduction of the 
costs under Article XV below, to the account of the Central 
Bank of the applicant State with the Central Bank of the 
.i1tt!{loq._applied to. 

Article XV. 

• No fees or costs shall be charged for action taken on 
, ~CJllests for assistance. This provision shall, however, not 
apply, in the absence of any agreement to the contro.ry: to' 
emoluments paid to witnesses, experts, agents of execution 
and to legal and judicial fees incurred in conngction with the 
service of a document or the enforcement of a revenue claim . • The revenue authorities shall notify each other as required 
of the probable amount of such costs, fees or charges. Men 
relating to the collection of a revenue claim; the &mount of - ..... 
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cha~-res st.~ll be retained from the amount collected 
c;,orlil) :"~t ":.uthorities of the State applied to. 

Article XIX. 
r 

- . 
by the ·· 

' 

The Convention shall not apply to measures of conser-
~a,y in respect to taxes that have not yet been ass.essed. 

r .Article XX. · 
' (her and above the measures of assistance for which the 

Convention provides, the competent revenue authorities of 
the two contracting States may concert together for the 
exchange of information other than that for which pro~ 
sion is made and also for the purpose of the assessment of ~ 
taxes to which the Convention relates. • 



' LONDON DRAFT - ADMINISTRATIVE ASSISTA!CE 117 

• • 

~uch costs, fees and charges shall be retained from tl1\ amlmt 

• 

ci~ected by the competent authorities of the Sta~ ap}-~. 

Article XVI. 
-

The Convention shall not apply to measures of conser-. • 
vl).ncy in respect to taxes that have not yet been assessed • 


