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Abstract

Still in recent research a low productive peasant economy and traditional peasant society are
often made responsible for Southeast Europe's economic backwardness prior to 1945.
However, the radical change of paradigm after 1960 in the view of peasants as agents of
economic growth and of their ability to adjust to markets has surprisingly never been realized
in economic history research on the Balkan-states (Romania, Bulgaria, Yugoslavia, Greece).
Interpreting agricultural development as a mainly demand-driven process this paper argues
that the potential for agricultural growth was much more restricted in Southeast than in
Northwest Europe but Balkan peasants seem to have exploited their growth potential as far as
possible. There is a lot of evidence that the reasons for sluggish growth before 1940 were
definitely not rooted in any 'peasant traditionalism' as often claimed by Balkan elites and
many scholars.
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. Extensive Growth in Southeast Europe’s agriculture: development

failure of peasant societies?

Agricultural growth in Southeast Europe c. 1870-1940

During the whole period 1870-1940, the agricultural development in Southeast Europe was driven
primarily by an expansion of factor inputs, defined as extensive growth.' Productivity gains only
played a marginal role to output increases.” Against this background, it would be wrong to assume an
agricultural revolution in Southeast Europe before 1940. Until 1914, the increase in agricultural
production was achieved solely by expanding inputs of land and labour simultaneously, whereas later,

during the interwar period labour input alone was disproportionately intensified.® Even though the

! As regards agricultural and economic development 1870-1940, the most comprehensive and sufficiently good
database is currently available for Greece and Bulgaria (Ivanov 2006; Ivanov and Tooze 2007; Kostelenos 1995;
Kostelenos et al. 2007; Lyberatos 2011; Petmezas 2003, 2009); For Serbia, suitable agricultural time series can
be found in Sundhausen (1989a, pp. 193-276), and Palairet (1997, pp. 85-128, 298-341). For Romania, however,
prepared time series on economic and agricultural growth for the period before 1914 are completely missing in
the international literature until now. The most helpful overview so far has been offered by Lampe and Jackson
(1982). Information on the Kingdom of Yugoslavia of the interwar period see Stajic (1959, p. 60), Tomasevich
(1955), and Vinski (1961). Comparative time series of southeast European economic and agricultural data are
provided, at least for the interwar period, by Berend (1985), Jackson (1982), and Lethbridge (1985).

2 Between 1880-1940, labour productivity in agriculture was stagnating in Bulgaria (Ivanov and Tooze 2007, p.
694, Lyberatos 2011); stagnation probably also holds for Romania and Yugoslavia as is indicated firstly by the
relation of development of agrarian population and certain farm output series, and secondly by considering the
research literature over the last 80 years (Jackson and Lampe 1982, p. 188; Mitrany 1930, pp. 284-356; Palairet
1997, pp.301; Roberts 1951, pp. 40-89; Sundhausen 1989a, p. 262; Tomasevich 1955, pp. 434-435; Vinski
1961, pp. 219-220). According to recent Greek studies, the most favourable development of agricultural
productivity, as it seems, took place in Greece with labour productivity and total factor productivity rising by
about two-thirds between 1860 and 1940 (Petmezas 2009, pp. 336-337). As will be laid out in more detail later
in this paper, this might have crucially been owed to the peculiar structure of Greek agricultural exports. A
European comparison of labour productivity in agriculture in the 1930s is provided by Moore (1945, p. 45).
According to him, the output per male agricultural worker in Bulgaria, Romania, Greece, and Yugoslavia
amounted to 55%, 53%, 48%, and 43%, respectively, as compared to the European average set at 100%. For
comparability of measures, these figures are to be considered relatively low as only the USSR (41%), Turkey
(39%), and Albania (22%) yielded lower.

® As late as the end of the 1930s, with the exception of Albania, in Southeast Europe the share of agriculture in
national product ranged from 30% to 60% (Greece 55%, Bulgaria 51%, Yugoslavia 47%, Romania 31%);
around 1930 the same countries took a share of population working in agriculture ranging from 46% to 80%
(Albania 80%, Yugoslavia 76%, Bulgaria 75%, Romania 72%, Greece 46%) (Lethbridge 1985, pp. 536-537;
Moore 1945, p. 26; Petmezas 2009, p. 336).



present per capita figures of output and productivity measures suggest a long-term trend of agricultural

stagnation in Southeast Europe between 1870 and 1940, there is a strong need for further research.

It was this stagnating productivity in agriculture that, despite clearly export-oriented growth, mainly
hindered the Southeast European countries from catching-up to close the gap to the leading European
industrialized countries during the so-called first globalization. Commonly accepted, export-oriented
growth bears the first-best strategy for an underdeveloped economy to narrow the gap with the leading
economies. This view was favoured by numerous economic historians and widely prevailed in
economic history as late as the 1990s. It was assumed that the periphery’s development actually
followed a convergent trend subject to the conditions of the first globalization. In other words, during
the decades before the First World War catching-up growth did take place in Southeast Europe (Good
and Ma 1999). To have proven this finally wrong, - i.e. to refute that there was a successful catching-
up growth for the agrarian countries of the European periphery - follows from the works of
Sundhausen (1989a) and Palairet (1997) as well as from the current research on the first globalization
(Ivanov and Tooze 2007; Lains 2002; Lyberatos 2011; Pamuk 2011). Even though the view of key
experts on Southeast Europe such as Sundermann and Palairet whereafter these countries had a
decreasing per capita income in absolute terms since the end of the nineteenth century is considered to
be refuted, there still remains the fact itself that divergence prevailed over convergence in these
regions. All in all, the increase of per capita incomes in Southeast Europe 1870-1940 is supposed to
either have remained clearly below the respective measures of Western Europe or even have been

stagnating.

Reasons for the divergence within Europe

Until now, the reasons behind this divergent development remain unexplained. In trying to close this
research gap, two opposing schools —Sundhausen and Palairet, on the one hand, and numerous
scientists from the Southeast European region itself and the international research on the other — offer

their views:

Sundhausen and Palairet argue that with the end of the Ottoman rule a process of “peasantization”
emerged and spread, so that the accelerated economic development triggered by liberal reforms of the
late-Ottoman Tanzimat Era supposedly not only came to a halt but, in fact, was reversed in large parts
of this area. In this sense, both the unrestricted post-independence expansion of smallholding farmers,
that were altogether distant from the market, incapable of modernization and unproductive, and the
consolidation of an inherently subsistence-oriented peasant society, economy and culture - which
Sundhausen and Palairet virtually see as the counter-image of modern-day progress - undoubtedly
would have substantially hindered the new states of the Balkans from any kind of substantial

industrialization or modernization. Thus, it would have been the inherent structures or “internal



reasons” of the Balkans societies that led to their manifest backwardness or underdevelopment. In
other words, growth potentials arising from economic openness remained largely unrealized due to the
Balkan peoples’ own fault (Sundhausen 1989b, Palairet 1997, pp.1-2, 298-341, 357-370)."

The proponents of the second school, however, take a different stance on the ambivalent development
impacts of the first globalization. Taking for granted the classical approaches of trade theory, they, in
fact, assume the opening to the world market and sustained favourable trend in the terms of trade for
agricultural products sustainable for long periods as the real reason behind the massive re-
agriculturalization; a situation especially true for Southeast Europe and the Eastern Mediterranean
(Pamuk 2011; Pamuk and Williamson 2011; Petmezas, 2011a, 2011b; Williamson 2006, 2011).
Hence, it was the perfect adaption of smallholders, local traders and investors to the capitalist world
markets that hampered industrialization which in turn was the necessary condition for long-term
convergence. In this place, it is important to mention that it is mainly thanks to Turkish and Greek
scientists to have worked out that the really non-linear development of the Southeast European
economies relying on smallholders can only be understood in the context of economic opening and
market integration processes; processes that were induced, implemented and carried by the actors
themselves and which were guided by the premises of deliberate economic rationality. These
processes of growing market orientation, however, had to take place subject to three restrictive
conditions: firstly, highly volatile domestic and foreign markets, secondly poorly integrated domestic
markets suffering from inadequate infrastructure which in turn based on relative factor scarcities, and
thirdly factor price relations that impeded industrialization, and which significantly deviated from
those in the European core. Furthermore, it is assumed that in Southeast Europe, as compared to the
Western part of the continent, it was simply a lack of preconditions - resulting from only weak
urbanization and industrialization - that stood in the way of an agricultural revolution (Petmezas 2009,
p. 370). In this place it is important to notice, that this school of thought does not follow the first
school’s way of socio-ethnic argumentation and abstains from any kind of prejudging speculation on
the peasants’ nature or any inherent “culture-of-heroism-and-laziness”-trait of the Balkan peoples.’ In
summary, in this view the massively hampered development of the peasant society resulted from

external factors such as world markets und given domestic conditions outside the agricultural sector.

* Although Palairet and Sundhausen provide a detailed description of unfavourable external factors such as poor
infrastructure and missing market access in many landlocked regions, weak urbanization, high taxes on the rural
population or restricted rural capital markets, they assume the peasantization of economy to be the key factor for
the hampered development of the Balkans (Palairet 1997, pp. 90, pp. 113-120, pp. 359-360, p. 367).

® In accordance with contemporary experts, Palairet primarily accounts the inherent cultural trait of laziness and
disdain towards work for the retention of an extensive and unproductive agriculture in the Western Balkans
during the 19th century (Palairet 1997, pp. 111-113).



Despite all efforts and achievements of the past three decades, the question for the reasons of the
persistent underdevelopment of Southeast European economies before the Second World War still
remains unanswered in many points. This, in particular, concerns the role of agriculture and peasants.
To answer these questions, promising innovative approaches which are offered by the new
development economics may help. This field of economics has been dealing with smallholder farming
in depth and, as opposed to the older development economics, arrived at a substantially different, i.e.
positive reassessment of the (smallholding) peasants, both their capability to modernize and their
contribution to agricultural development. During the interwar period the emerging discipline of
development economics was shaped by this issue but took on its initially decidedly negative view on
smallholder farming. Despite the empirical refutation of the most certainties of the older development
economics since the 1960s and the radical re-evaluation of the efficiency and potential of family
farming, these insights of the new development economics have failed to leave an imprint on the
economic historical research in Southeast Europe until now.® Also still missing is a perception of the
recent in-depth discussion of the agricultural revolutions between ca. 1500-1850 in Western Europe
within the field of economic historical research; a probably serious omission against the background of
the relative importance of such historical events, all the more so because there is new empirical
evidence that agricultural revolutions were no necessary precondition to pave the way to
industrialization, or put otherwise, it is reasonable to think the causal chain in reverse order: only a
dynamic non-agricultural urban sector was able to trigger an agricultural revolution. From this point of

view, it does make no sense to blame agriculture for missing economic dynamism of an economy.’

This contribution aims to put into perspective both the newer development economics and the present
economic historical research on the (West)European agricultural revolutions of the Modern Era so as
to be able to make use of their potential for the economic historiography of Southeast Europe.
However, just a re-interpretation of well-known and established facts in the light of the newer
development economics clearly shows that it might be rather difficult to conclude the low agricultural
productivity growth might have brought about a peasant economy and society of Southeast Europe
about 1870-1940 so inherently incapable of development. Moreover, it can be shown that the concept

of agrarian capitalism which is based on Karl Marx and Max Weber, and which has been applied in

® From all authors, the most differentiated look at this issue was provided by Jackson and Lampe in their already
three decades old standard work on the economic history of Southeast Europe. Referring to the example Japan
they state that small-scale agricultural structures would not necessarily lead to insufficient agricultural

productivity (Lampe and Jackson 1982, p. 351).

" The current state of research summarized, see Campell (2010): “Economic and urban dynamism begot
agricultural dynamism, and not vice versa (as once believed). When it came to economic growth, agriculture was
the cart not the horse.” Further reading, see Allen (2000); Grantham (1989, 1999); Kopsidis (2006, pp. 22-204);
Kopsidis and Wolf (2012); Van Zanden (1999); Wrigley (1987, 1988).



recent contributions to the issue of Southeast Europe, only is of little use when it comes to identifying

or explaining development deficits.

II.  The New View on Peasant Economics and on Agricultural

Growth: a Paradigm Change

While the older development research assumed that the traditional peasant agriculture and society first
have to be dismantled to enable or advance agricultural development — which in principle represents
the view of Sundhausen and Palairet - the newer development economics and, what is more, past
experience could clearly disprove this.? Furthermore, strongly referring to historical references,
evidence could be given that in underdeveloped economies with both malfunctioning markets of
labour, credit, land and commaodities, and high costs of information and transactions, small family
farms gained large advantage over larger farms that had to rely on wage labor. Thus, from an
economic point of view, family-based farming structures were found more efficient, and thus
economically reasonable in this situation. But there is more that adds to the credit of the peasant
economy: Generally, as family-based peasant economies have learnt to operate under the unfavourable
conditions of developing countries such as malfunctioning markets, they are able to exploit market
chances, however low or poor. They show a pronounced high responsiveness to changing market
conditions without losing sight of the necessary dose of risk awareness. With regard to the allocation
of labour, relative market prices have played a decisive role in peasant households from early on. And,
what is more, in such family farms, the normally very high control costs of labour can be largely
spared or reduced to minimum. Most farm branches of pre-industrial agriculture did not produce
economies of scale rather the opposite was true: labour and management costs rose disproportionately
with increasing farm size.® Especially if wage levels are relatively high, family farms are more
successful than large estates in competing with industry for the scarce factor labour. All in all, not
small but large farms based on wage labor pose an obstacle to growth, or viewed from a different
angle, their continued existence generally depends on non-economic factors like an extremely

disproportionate distribution of power in society; a fact that is true even more so when, under the

® This very strong anti-peasant view of the Western development economics after 1945 was formulated in its
most radical form by Mogens Boserup (1963), a Danish economist. He must not be confused with Ester Boserup
who took a completely different stance on the position and significance of peasant agriculture for development

processes.

® In general, any agriculture is defined as pre-industrial which does not use science based industrial inputs like
artificial fertilizers or pesticides. Agriculture during industrialization and industrial agriculture are very different

things and should not be confused.



condition of necessary adjustments to given factor relations and prices, the agricultural technology
used in large and small farms is almost the same - which was just the situation that held for Southeast
Europe ¢.1870-1940 (Bardhan 1980; Barret et al. 2010; Binswanger et al. 1995; Ellis 1996; Hayami
1998a; Hayami and Kawagoe 1989; Lipton 2009, pp. 65-123; Otsuka and Hayami 1988; Otsuka et al.
1992; Schultz 1964).

The absence of the “first agricultural revolution” in Southeast Europe expresses, in the view of many
authors, the basic failure of an agriculture that was incapable of development, and hence in the end
foreclosed industrialization.™® However, the results of the newer economic historical research suggest
that an agricultural revolution not necessarily had to be the condicio sine qua non that enables an
industrial revolution, but instead that agricultural growth could gain momentum only in places where
in the course of industrialization an urban-industrial class with relatively high incomes generated
permanently additional demand, so that in the end an agricultural revolution could be induced. In this
respect, the formation of conurbations of the dimension of London or the Ruhr area was of particular
importance. Conform to the newer development economics, current economic history interprets
agricultural growth as a primarily demand-induced process as well; a view that bears important
consequences: Even radical institutional reforms affecting the supply side, e.g. the establishment of
full private land ownership, played at best only a marginal or supporting role. Recent studies
examining the 19" century focusing on the example of Prussia, however, prove that export-orientation
with production limited to only one or few products could only induce a fraction of the agricultural
productivity effects as compared to those effects of a domestic market with high incomes that was
driven by urban-industrial classes demanding a wide range of “high-quality” products, i.e. high value-
added superior agricultural produce ranging from fresh milk and meat to vegetables (Kopsidis and
Wolf 2012).

These findings bear far-reaching consequences for the interpretation of the Southeast European
agricultural development in the 100 years period up to World War Il. Based on von Thuenen’s
location theory, which has been providing varied momentum for the newer economic historiography,
Ester Boserup’s theory on the economics of agricultural growth in pre-industrial societies as well as
some recent approaches to development economics may help explain apparent paradoxes of the
Southeast European agricultural development without resorting to or insisting on peasants’ alleged

irrational behavior or inherent hostility to modernization (Boserup 1965, Thiinen 1826):

% The term first agricultural revolution” was coined from Bairoch and postulates, in essence, that for many
reasons there will be no successful industrialization without preceding productivity enhancing agricultural
revolution as the condicio sine qua non. Such a revolution is, among others, characterized by an almost complete
decline of fallow land and increasing yields due to the introduction of new, highly intensive crop rotation

systems in combination with indoor livestock keeping (Bairoch 1985).



a)

b)

What seems paradox prima facie, is the actually unusual prevalence of an unproductive
extensive agriculture within small-scale agricultural structures while, on a world-wide scale,
these small-scale structures are rather connected with highly intensive agricultural production.
In particular, during the time of industrialization in Western Europe, it was the peasant family
farms that spread the highly intensive livestock farming with resounding positive effects on
productivity in agriculture; a development almost completely absent in Southeast Europe.
Taking into account that peasant households did not disregard income maximization, the
guestion is whether or not any effort to intensify and increase agricultural production had to be
spared for economical reasons since the situation on the whole was characterized by sustained
unfavourable sales prospects for high value-added agricultural produce.

Despite advancing market integration of agriculture, the role of subsistence production for the
food security of peasant producers in Southeast Europe remained essential over the entire
period. However, in the view of the newer development economics, subsistence production no
longer expresses the notorious remoteness-from-the-market-and-sacrosanct-tradition peasants’
attitude towards economic activity, rather the reverse is true. In fact it is the economically
rational response to highly volatile and extremely risky markets, all the more so if there is no
alternative way of maintaining income levels. Then the amount of subsistence production
depends on the expected sales prospects in the markets and not vice versa; a causal chain that
can be well proved with the example of Southeast Europe. So, if there was no linear decline in
subsistence production in the course of time, this need not necessarily be on account of the
peasants, but rather of unpredictable mal-functioning markets.

Focusing on Southeast Europe, the issue of rural poverty in the context of “surplus
population” in agriculture had already been extensively discussed in the mentioned region
itself in the time before the Second World War. The widely used term “surplus population in
agriculture” found its way into the emerging field of development economics via Wilbert E.
Moores classic book “Economic Demography of Eastern and Southeastern Europe® (1945)
and then was widely applied. In the course time, the concept of surplus population had been
losing importance until the end of the 1970s when it completely vanished from the field of
development economics and politics. That it was discarded for being useless never have
exerted any influence on the economic historiography of Southeast Europe. Despite the
extraordinary demographic expansion of rural population and at variance with the model of
surplus population in agriculture, it can be assumed a rising trend of individual workload for
Southeast Europe, and thus denying a surplus population in agriculture. The concepts of
Boserup and Thuenen may help to understand why, under the condition of given factor
endowments of labour, land and capital, stagnating labour productivity and rather extensive
farming, no surplus population appeared in agriculture. Furthermore, another point seems of

particular importance in this context, namely, to understand that the peasants’ demographic



behavior was to a large extent determined by market processes. Even though there are open
key questions, in particular with respect to demographic development, there is some indication
that the frequently mentioned Chayanov model of the generative behavior of peasant family
households remote from the market also fails to explain the demographic development of
Southeast European agricultural population.

III. Extensive agricultural growth as the result of adjustment to

adverse market conditions

Small peasants and the agricultural export boom

At the beginning of the 19™ century, Southeast Europe belonged to the least populated parts of Europe
with the presumably lowest utilization rate of potentially usable agricultural area across all European
macro-regions.™ The reasons were to do with the general political situation that led to a decline of the
former stable order, in particular, the rise of powerful local potentates accompanied by an increasingly
paralyzed central authority. The internal organization and institutional framework of the Ottoman
Empire started to decline in the 18" century with peasants facing not only a rising burden of taxes and
other contributions but also an increasing deprivation of rights. All this had brought about virtual
depopulation of the fertile plains. In the lowlands stretching from Greece to Romania semi-nomadic
animal husbandry was the prevailing form of agricultural practice, protected by large landowners and
public authority, and frequently carried by tribes of herdsmen. The absence of secure peasant property
rights and almost insurmountable barriers to or strict regulations on cereal trading imposed by
Ottoman authority worsened the situation. Then about 1830, the wind of change was blowing. The
liberal reforms of the late-Ottoman Tanzimat Era brought in its wake the opening of the markets and a
high degree of liberalization in agricultural trade. The same went for the areas formally still under
Ottoman rule but de facto almost independent, namely the Principalities of Romania, Serbia as well as
the newly established Greek State (Franghiadis 2011, pp.101-103; Lampe 1986, p. 22; Lampe and
Jackson 1982, pp. 29-49, 81-84, 90-91, 100-101; Palairet 1997, pp. 34-41; Pamuk and Williamson
2011, pp. 161-162; Petmezas 2011b; Roberts 1951, p. 9).

' Around 1830, population densities of Old Serbia, Greece, Dalmatia and the Southeast European area under
Ottoman rule amounted to 19, 15, 28 and 16, respectively and each number giving the inhabitants per km?
(Palairet 1997, p. 20). The percentage share of farm land (without pastures) in total land area amounted to below
10% in Old Serbia 1832 and 18% in Greece arout 1860 (Sundhaussen 1989a, p. 234, Petmezas 2009, pp. 354-
355).
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After 1830, the entire Southeast European region saw great progress as, in the wake of re-established
internal peace, Ottoman central authority stabilized and new political states formed. Now, in Serbia
and Greece, the process of peasants’ reclamation of land set in and took place on a grand scale.
However, this process not only was meant as colonization of the lowlands and settling there, but also
as expropriation and expulsion of the former Muslim population. With the exception of Romania,
which was ruled by great land owners, the internal stabilization as well as the military power of the
emerging new states based on the alliance between the elites and small peasants whose claims to the
land were widely met (Calic 1994, pp. 43-52; Franghiadis 2011; Lampe and Jackson 1982, 200;
Palairet 1997, pp. 174-186; Sundhaussen 1989a, pp. 197-200,). Outside Romania, large estates were
increasingly put on the defensive and lost their influence. Even in still Ottoman-controlled Bulgaria,
the small peasantry could expand at the expense of large estates already in the decades up to
independence 1878 when Christians were allowed to purchase land (Lampe and Jackson 1982, 134-
139). In this context, the process of peasant land reclamation in Southeast Europe can be seen as

response to the emerging agricultural export boom.

For the whole of Southeast Europe, the facts already known may lead to the conclusion that — as
mentioned in the previous chapter — for one thing, under the given conditions smallholding family
farms were found to have a competitive edge over large estates reliant on wage labor and, for another,
this small peasants’ prosperity cannot be sufficiently explained with peasantry-internal reasons or the
agrarian system alone but instead was closely connected with the first capitalist globalization, - even
more than commonly thought. These statements about the development of the Southeast European
agriculture of the 19" century are in line with findings of recent micro-economically based studies
and, moreover, also with the theory of economic superiority of peasant family farms over large estates
in developing countries which has been empirically tested in numerous studies. Thus, on the basis of
newer approaches, it is not the absence of large estates that stands in the way of economic progress
and modernization but and foremost the massive discrimination of small peasants by elites, manifest in

various forms, particularly in Southeast Europe, such as taxation, just to mention one form.

Once more on agricultural exports: small peasants migrated to the coastal plains drawn by the prospect
of improving their standard of living through export-oriented production; a movement best
documented for Greece (Franghiadis 2011, p. 120; 1990). For the area of late-Ottoman Bulgaria as
well, it can be shown, that, subject to the then given conditions of excess supply of land but shortage
of labour, the rise in agricultural wage costs rendered any wage labour unprofitable - a situation
especially true for wheat (Lampe and Jackson 1982, pp.134-139, 186, 280, Palairet 1997, pp. 43-46).
The peasants in Romania — as already mentioned — faced different economic conditions since the
pressure for change yielded differently for peasants and great landowners. Here as well, the system of
serfdom was to be abolished, but the class of land magnates managed to direct the several agrarian

reforms between 1831 and 1864 for the abolishment of serfdom to their best advantage, so that, in the
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end, the peasants came out without tangible improvements: they remained bonded to the landlords,
without negotiating power in labour and land market and, what is more, thus had to accept tenancy
agreements with terms that de facto held them in serfdom including being tied to the landlord’s estate
and subjected to unlimited corvée (Eidelberg 1974, pp. 23-65; Mitrany 1930, pp. 63-92; Roberts 1951,
pp. 8-13). The survival of the Romanian magnates unambiguously resulted from non-economic
constraints and is certainly not due to concentration processes that took effect in the market
competition, a lesson to be learnt from most developing countries with large estates. Everywhere in
the Balkans, the remaining large estates, - e. g. to operate the capital-intensive cultivation of raisin
grapes in Greece -, was connected with share cropping of small peasants’ family farms (Petmezas
2009, 361; Franghiadis 1990),"* whereas large estates based on wage labour very probably failed to

spread due to insufficient profitability rather than somehow missing agrarian capitalist dynamism.**

12 In the economic historiography on Southeast Europe capitalist agrarian modernization often is equated with
the expansion of wage labour, and further the absence of wage labour is interpreted as sign of backwardness and
low productivity (Franghiadis 2011, p. 122-123; Lampe and Jackson 1982, p. 195). But, this reasoning overlooks
the fact that wage labour almost completely vanished from West European agriculture in the course of
industrialization and, instead, family farms more and more prevailed as the more efficient type of farming; a
process that first emerged in Western Europe as early as about 1830 and then increasingly gained momentum
after 1870 bringing about more and more intensification resulting in decreasing farm sizes (Koning 1994;
Kopsidis 2013; Zanden 1991, p. 216, pp. 236). Even more importantly, theoretically established and confirmed
in numerous studies on developing economies, share cropping prevails over wage labour, undoubtedly for
economic reasons alone (Braverman and Stiglitz 1982; 186; Otsuka et al 1992; Otsuka und Hayami 1988;
Kopsidis 2006, pp. 168-177). Although there is need for further empirical research, the currently prevailing
position of development economics research can be put in a nutshell as follows: “the supervision and labour cost
advantages of family labor are apparently greater than the advantages that the lumpiness of management skills
and machines and the better access to credit and other risk-diffusion measures confer on large farms. Only in the
most risky environments does the advantage of the poorer farmers nearly disappear.” (Binswanger et al. 1995,

pp. 2705-2706).

3 For a long time, the absence of anonymous factor and commodity markets in the so-called traditional sector of
developing economies had been taken for granted as an indication of economic stagnation. At present, the
understanding of this issue has been re-interpreted such that the establishment of specifically organized rural
markets — by no means as anonymous Walras auction - are in no way an expression of peasants’ blind
traditionalism; on the contrary, they are synonymous to successfully sustain in an economic environment that is
associated with extremely high risks and uncertainties, and, at the same time almost complete lack of
preconditions to enforce effective functioning of anonymous competitive markets, in fact finally to enable
market transactions and to put in motion a dynamic, market-oriented agricultural development. Exactly these

conditions are assumed to have held in Southeast Europe.
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Markets and agricultural intensification in Southeast Europe ca. 1830-1914: potentials and limits
Agriculture was making progress, and so agricultural area and production multiplied until 1914." The
driving forces behind this development were export production almost completely concentrating on
one or only a few agricultural commodities like wheat in Romania and Bulgaria, and raisin-grapes in
Greece (Lampe and Jackson 1982, pp. 159-201). Serbia, completely landlocked and far from the
shores, initially concentrated on trading in live animals (primarily pigs but also cattle) and then after
1870 increasingly exported cereals. All over Southeast Europe there was a sustained rising trend
towards integration into the world market until 1914 so that, from the point of export ratios across
Europe, Greece and Romania can be seen as open economies with above-average export orientation
or, put otherwise, world market integration. Bulgaria, in this respect, almost reached the level of Italy
up to World War | (Petmezas 2011b, pp.468-472), Even Serbia, without sea port and suffering from
poor infrastructure, experienced a (sustained) long-term trend of steeply increasing agricultural
exports, however it must be conceded, that the exportation rate might remained clearly below the
Greek, and yet below the Bulgarian level (Sundhaussen 1989a, pp.319-362).%

Despite sustained growth of agricultural production in Southeast Europe, on the eve of the First World
War, the intensity of land use still remained far below the European average, and not infrequently
below the level of the medieval three-field system. Yields per hectare and the productivity of livestock
also were at the bottom of the European scale (Franghiadis 2011, pp. 112-113; Petmezas 2009, p. 355;
Sundhaussen 19898a, pp. 25, 26). The transition to indoor livestock keeping and the system of crop
rotation farming without fallow as the most sophisticated form of preindustrial European agriculture
had not taking place in Southeast Europe - with only a few exceptions - as late as 1940. In the leading

European economies, this transition had already been coming to an end towards the close of the 19"

Y A quantitative reconstruction of land reclamation in the countries of Southeast Europe before the First World
War is only of limited success because of frequently changing borders and lack of sufficient data. In Serbia
within unchanged borders 1834-1867, the farm land (without pasture) grew by 89% and additionally by 57%
between 1889-1910. While in 1834, the percentage share of cultivated area still amounted to below 10%, it had
risen up to 37% until 1910 (Sundhaussen 1989, pp. 234-240). In Romania, the cultivated area under cereals
(wheat, corn, barley and oats) increased by 139% between 1862/66 and 1911/15 (Lampe and Jackson 1982, p.
171). Assuming the percentage of farm land in total area yielding below 20% in Southeast Europe around 1830,
the respective numbers around 1910 suggest a tripling of the cultivated area up until World War | (Bulgaria 50%,
Romania 59%, Serbia 50%; own calculations based on Sundhaussen 1989a, p. 252). To put these numbers in
perspective, Southeast Europe was at the lower end within Europe (Denmark 74%, France 70%, Germany 64%,
Hungary 68%).

1> During the years from 1889 to 1906, the Serbian export ratio of wheat and maize in total output increased from
20% to 27% and form 0.5% to 14%, respectively. Both products totaled slightly more than 50% of total
production, thus giving a substantial weight to the national product of Serbia (own calculations based on
Sundhausen 1989a, pp. 255, 265, 358-359).
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century. For Palairet and Sundhaussen this lagging far behind is primarily the visible expression of a
development failure arising from the peasantry’s irrational attitude adhering to tradition and being
hostile to innovation which finds its visible expression in the adherence to outdated subsistence
economy and patriarchal disdain towards work as being unheroic and the task of women anyway; an
attitude that had prevented peasantry from reaping its economic potentials. Additionally, both authors
assume the absence of any kind of learning culture (Palairet 1997, pp.111-113, 307-314, 360;
Sundhaussen 1989a, p. 219; 1989b). To proof these socio-ethnic hypotheses right, Sundhausen and
Palairet conduct their analysis on the basis of isolated contemporary statements, both of local experts
and foreign travelers. In so doing, the collected information at best reflects ideologically charged
stereotypes of the peasantry in that area; opinions rather than facts that, for one thing, are not critically
guestioned and, for another, can also be found for other European countries, even those with highly
productive peasant agriculture. Even the more recent works still emphasize the issue of ignorance that
is to name the core problem of agricultural development of Southeast Europe (Lyberatos 2011, pp.87-
99).

Now, against this background, it is to ask whether the preconditions actually applied to the agricultural
development in Southeast Europe met with the framework of agricultural development in West and
Central Europe to which it had to stand comparison and which served as role model or such a dynamic
development had to be denied a priori from an economic point of view? Was it economically rational
in Southeast Europe to seek highly intensive forms of preindustrial agriculture with indoor livestock
keeping and fodder crops in mixed farming so as to exploit synergetic effects to increase production,
just as recommended by many agricultural experts? Though not everywhere, the natural preconditions
for such ‘high farming’, indeed, was met in large parts of Yugoslavia, Romania and Bulgaria.
Wherever these conditions were missing, irrigation farming as alternative form of highly intensive

agriculture would have been possible.

In conclusion, it can be said that agriculture was actually progressing in Southeast Europe when
viewed from a different angle: passing from the “primitive” agricultural practices of semi-nomadic
transhumance and slash-and-burn land clearing or shifting cultivation to permanent crop rotation of
two and three field systems between 1830 and 1914, Southeast European agriculture experienced
intensification of land use at least comparable to the contemporary transition of multi-field farming to

crop rotation systems nearly free of fallow in West and Central Europe.'® Taking into account further

1® Applying Ester Boserup’s “Frequency of cropping” indicator (FOC) to measuring the intensity of preindustrial
agriculture as ratio of cultivated area in the total of cultivated and all kind of fallow area, Southeast Europe is
assumed to have experienced a two- to three-fold intensification of land use during the period from 1830 to
1914. Based on a scale ranging from 0.1 (slash-and-burn) to 1.0 (crop alteration without fallow), the FOC of

Southeast Europe may have risen from 0.1 to about 0.5-0.6 (medieval three-field farming), while the comparable
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calculations of the substantial individual increase of additional labour input due to changes in farming
systems - such as the already mentioned transition from primitive to more elaborate or sophisticated
farming systems or, not to mention, the cultivation of special crops like wine grapes — the results
hitherto are to be revised. Then, in all Southeast Europe, total labour input in agriculture may almost
certainly have experienced an extraordinary rise - so much so that the continued strongly rising trend
of population growth between 1830 and 1914 was more than neutralized as individual workload in
agriculture significantly increased.”” This was all the more so true since the decades of land
reclamation had required a substantial additional amount of work when interpreted as labor based or
non-monetary capital accumulation (Boserup 1965, p. 13). Under the conditions of preindustrial
agriculture, such extensive agricultural growth may go with falling or stagnating labour productivity
for long periods because the effect induced by technical change remains too weak to compensate for
the diminishing marginal return of additional labour input or, put otherwise, to compensate for the loss
of fallow for maintaining fertility; an effect first pointed out and elaborated on in detail by Ester
Boserup and then empirically confirmed for numerous developing countries by subsequent studies.*®
From these studies follow, that population growth in agrarian societies is associated with an increase
of individual workload and not — as often suggested — with growing rural underemployment (Boserup
1965, pp. 103-104).

Boserup has explicitly emphasized the qualitative difference between moderate and accelerated
agricultural growth: accelerated growth, both agricultural and population, involves very demanding
requirements for economy and society alike since new methods has to be implemented quickly, need
for swift adjustment to working days that are more exhausting and longer than before, and rural
society is obliged to finance high investment ratios within a short time (Boserup 1965, p. 64). Turning
back to Southeast Europe where the just described situation was quite true, all the more so, when

keeping in mind the extraordinarily rapid population growth: between 1860 and 1914 no other part of

contemporary values of West Europe only suggest a maximum rise of three units from about 0.7-0.8 to 0.9-1.0,
thus indicating a lower rate of progress (Boserup 1965, pp.13-16; 1981, p. 19; Kopsidis 2006, pp. 90-101).

7 Pre-industrial agrarian economies often hold remarkably large labour reserves. Agrarian societies with slash-
and-burn practice, and bush fallow use to have short working days of only few hours of work per day, normally
no more than two to four. Similarly, green fallow systems are characterized by long phases of seasonal
underemployment each year. So, there is much room for manoeuvre to annually expand the amount of working
hours to 10-12 per day as was true for some European systems of crop alteration of the 18™ and 19™ century
(Boserup 1965, pp.43).

8 In pre-industrial farming systems, fallow is essential to maintaining (natural) soil productivity. However, as
intensification may go with a reduction of regenerative areas, this loss has to be compensated for, and there
seems only one way to do so: the implementation of more and more labor-intensive agricultural systems with

enhanced fertilization, more time-consuming soil preparation, manual pest and weed control, etc.
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Europe experienced a higher rate of growth, not to say at no time; not even during the industrial
revolution, did any other European region saw a higher population increase than Southeast Europe
(Jackson, 1985). The extraordinary demographic expansion, however, took place without structural
change in the concerned economies so that in the end, there was no other sector than agriculture to
absorb and feed this growing population. Until the Great Depression of the 1930s the farm sector
managed this demanding task without ending in absolute pauperization.’® Altogether, from the few
facts known already follow that a stagnating labour productivity fails to provide compelling evidence

of an “agrarian surplus population”.

The question why agriculture failed to make the transition to more productive farming systems still
remains open. Besides Boserup’s evidence of association between pre-industrial agricultural
intensification and declining marginal productivity of labour, clue to the answer may hold the long-
standing “theory of the relative superiority of intensive farming systems”, a long-standing truth ever
since it has been formulated by Johann Heinrich von Thuenen. From this theory follows, why the
transition towards highly intensive farming systems, like the Belgian at that time, was only profitable
subject to very restrictive conditions, which in Thuenen’s view did not fit with large parts of Germany,
and — thinking one step further —even much less in Southeast Europe.? In his location model Thuenen
thoroughly deals with the problems so relevant to the 19" century Southeast Europe: what are the
conditions under which cereals should be cultivated extensively or intensively and accelerated
intensification would bring economic ruin? Thuenen gave evidence that, in times of falling cereal
prices, extensive cultivation may still be able to make profits while intensive systems already fail to do
so and instead make losses. That is because more intensive systems always go with higher labour input
and thus also labour costs per unit area. Consequently, only relatively higher output prices are able to
cover the costs of increased inputs, hence also rendering increased physical yields per unit area
profitable (Thuenen 1826, pp. 71-129; Kopsidis 2006, pp. 114-119). Against the background of this
brief outline, it is necessary to draw attention to the strong restrictions for making intensification of
farming profitable during the time under consideration. Restrictions especially on markets and access
to markets that had be met so as to finally make crop rotation farming as the most intensive system of
European pre-industrial agriculture profitable at all. In summary, Thuenen requires the following three

conditions to hold:

9 Bulgaria, Romania and Serbia did not see significant emigrations before 1914 (lvanov and Tooze 2007, p.
688; Tomasevich 1955, pp. 151-155). Even in Greece, the classic emigration country, the lion’s share of the

demographic increase 1830-1914 was absorbed into the agricultural sector.

0 With his theory, Thuenen refuted to Thaer and his “rational agriculturalists” who propagated the absolute, -
overall, i.e valid independent of place - superiority of rotation cropping as compared to less intensive cultivation

systems.
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1. high-quality soils
2. ahigh agricultural price level
3. steady rise in prices of animal produce.”

In 19" century Europe, these preconditions were only met in areas with good market connections to
high income, urban-industrial agglomerations, a fact Thuenen recognized early and which has
throughout been confirmed unambiguously by modern economic historical research (Grantham 1989,
1999, Kopsidis and Wolf 2012). After 1870, the situation in the markets gradually deteriorated as
grain markets had to stand growing pressure from competition with overseas and so Southeast Europe
increasingly failed to satisfy the Thuenen conditions of sustained high cereal prices and steadily rising
prices of animal produce or live animals — and consequently, as compared to the situation in West
Europe 1750-1870, there were simply hardly any incentives to trigger a price-induced agricultural
revolution. The depression in cereal prices lasted until the close of the 19" century. Apart from grain,
animal produce as well was struggling to find its way into the increasingly closed off agricultural
markets of Austria-Hungary and Germany. Yet, there is more to add. Lack of investment to improve
infrastructure or the expansion of railways solely with respect to military aspects but without tangible
economic growth effects, exacerbated the situation and put additional pressure on the Southeast
European agricultural producer prices which in fact kept them at low level. In sharp contrast to West
and Central Europe during the period of industrialization ¢. 1820-1870, Southeast European domestic
markets before 1914 only reluctantly experienced a revolution of transport costs, certainly a major
obstacle to development since large inlands of Southeast Europe found themselves isolated, excluded
from supra-local market relationships. In short, Southeast Europe was trapped in a steady downward
spiral with far-reaching — negative - consequences for agricultural development (Ehrlich 1985; Palairet
1997, pp. 113-120; Papakonstantinou 2011; Petmezas 2011b, pp. 471-472; 2001b pp. 38-39).

Moreover, urbanization and industrialization processes as the key drivers for European agricultural
revolutions before 1914 did not start apart from quite a few exceptions, e.g. Bucharest. In addition,
effective demand from broad urban classes for high-quality foodstuffs did hardly exist, and if so, this
urban market demand, even at best and as opposed to Northwest Europe, reached no further than urban
vicinity, at any rate not on a larger scale into the depth of the space.”” Domestic market induced

incentives necessary to develop food-industry were almost completely missing (Lampe 1986, pp. 28-

21 In the notion of Thuenen, rising agricultural prices are necessary to compensate for unfavourable conditions,

especially poorer soils, but also substantially higher additional costs of stable feeding.

%2 |n fact, urban consumption per head of superior food stuffs like meat and dairy products was several times
higher than rural population ones (Manoilescu 1944, 10). However, before 1940 no urbanization process
occurred comparable to Western Europe countries during their industrialization. Except Greece still about 1930
the share of urban population did not exceed 25%. Especially urban agglomerations which are necessary for an

agricultural revolution nearly lacked completely (Hauner 1985, 83; Lampe and Jackson 1982, 334-337).
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29; Lampe and Jackson 1982, pp. 117, 248-249; Palairet 1997, pp.29-33, 199; Petmezas 2009, p. 370).
However, it must be stressed that agricultural intensification did take place in Southeast Europe
whenever and wherever conditions were right as was the case in a few narrowly tailored favoured
areas of urban proximity where the expected gains from secure sales offset the risks of agricultural
intensification (Lampe and Jackson 1982, p. 356; Sundhaussen 1989a, pp. 206, 211). From this it
follows, that Southeast European peasants seized their market chances whenever possible (Palairet
1997, p. 120).

To proceed further with evaluating the prospects of growth, it will be helpful to consider the terms of
trades for typical agricultural products of Southeast Europe to imported industrial products. Since — in
the course of the “European grain invasion”- this indicator showed a rather stagnating trend between
1870 and World War 1, it comes as no surprise that less and less economic stimuli for agriculture were
to be expected (Jackson and Lampe 1892, p. 183; Pamuk and Williamson 2011, pp. 171-174;
Petmezas 2011b, pp. 450-460). Apart from this general statement, the Greek terms of trade followed a
different path, at least until about the 1890s. Since the Greek foreign trade concentrated on currants,
the terms of trade developed more favourable. Although the general trend of the terms of trade
indicator yielded very positively for Southeast European agricultural products in the decades before
1870, its inducing effects were of limited scope, in fact became tangible only in near-coastal regions
with early access to the global market but not for the agricultural production in the hinterland.
Anyway, it must be conceded, that the largest part of Southeast Europe entering into the world market
until 1914 very probably accomplished its integration into the global market or supra-local market
relationships only after 1870 under the condition of at best stagnating terms of trade, thus implying
that the positive “spill-over” on land rents and investments in agriculture yielded clearly lower than in

other economic regions, e.g. West and Central Europe before 1870.

All in all, the picture rendered by Southeast European agriculture stood in sharp contrast to the one of
Western Europe with its visible changes resulting from the market- and price-induced agricultural
revolutions between 1750 and 1870. To stay in the picture, here, a pastoral scene in the countryside,
there (Western Europe) a busy agriculture under steam and urban silhouette on the horizon. Under
these circumstances, as it seems, it was impossible to break out of the vicious circle of low producer
prices and thereby denied option to abandon extensive agriculture with all its drawbacks for product
quality, both plant and animal products. Necessary investments into process and product quality in
both agricultural primary production and processing were spared for sheer lack of prospects in
domestic markets. The indeed hypothetic struggle for market shares against financially strong and
established participants in the still open West European food markets would hardly have offered any

benefits to private investors. Successful exports of processed goods were limited to really niche
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products.”® But, these products remained the exception rather than the rule, and so usually only

unprocessed agricultural commodities, particularly cereals, found their way to the export markets.

The example of extensive agriculture “forced by the rules” of the world market to carry on may help
to understand why some seemingly “irrational” or low-yielding farming systems could survive for so
long, e.g. extensive pig and cattle husbandry in Serbia — just to name one. This extensive animal
husbandry, practiced on extended overexploited common lands in Serbia and accounting for about 50-
60% of total exports until the mid of the 1870s, not only was abandoned very reluctantly but also did
not shift towards intensified husbandry based on fodder crops; for many authors a viable alternative
that only failed for the reason of the peasantry’s “inertia” and backwardness (Calic 1994, pp. 68-74;
Sundhaussen 1989a, p. 356; 1989b). Field studies on present developing countries, on the contrary,
have revealed that shifting to fodder crops involves substantial additional labour and costs, so much so
that intensification only turns profitable in cases of steadily rising producer prices and stable sales
prospects.” Although Serbian export prices 1879-1912 of live animals (pigs and cattle) showed a more
favourable overall, but not steady, trend as compared to wheat and maize (Sundhaussen 1989a, pp.
358-361), reliable information on increasing costs are completely missing. To proceed further, a
glimpse to Western Europe may help. Here, from an economical point of view, the transition to fodder
cropping only succeeded in urban proximity before the times of railways; afterwards, it always
followed the expansion of the railway net. Transferred to the situation in Serbia, due to poor
connection of large regions to the markets, the transition to highly costly extended fodder cropping
would have led Serbian peasants directly into economic ruin. But there were exceptions. In places
where this transition offered sufficient prospects, peasants shifted to maize-based pig husbandry.
Unfortunately, this so implemented innovation was running into a deadlock as growing agricultural
protectionism of Austria-Hungary culminating in the trade war between 1906 and 1911 further and
further deprived peasants of their economic basis bringing economic strangulation in its wake (Palairet
1997, p. 302). Now, when productive capacity of the common pasture rapidly dropped due to

overgrazing and additional costs of fodder cropping amounted below expected additional returns,

2 Before 1914, Greece overcame its lack of competitiveness by concentrating on export products for which it
held a natural monopoly and faced international demand of higher or upper strata, particularly currants
(Franghiadis 2011, pp. 123-128). When the market for currants collapsed 1892/93, the market was stabilized by
the Greek State providing a Greek consortium of banks and entrepreneurs with a purchase guarantee that was the
starting point for processing raisins into Brandy and further establishing a successfully operating export-oriented
Greek beverage industry (Petmezas 2009, p.363).

2 Numbers from India around 1960 provides evidence that draught oxen kept on common land only accounted
for 10% of total cropping costs whereas draught animals depending on fodder crops accounted for up to 50% of
these costs (Boserup 1965, p. 37). Against this economical background alone, the elimination of common lands

needs to be well-considered.
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peasants had no other option than contracting husbandry; a well- documented response — particularly

concerning pigs - decades before the tariffs war between Serbia and Austria 1906-1911.

After having severely suffered from the trade-related effects of the economic distortions of the First
World War, again Southeast European agricultural exporters were hit hardest by the economic turmoil
of the interwar period: The Great Depression put a de facto end to the first globalization and the global
agrarian crisis 1929-1933 brought in its wake collapsing international agricultural trade markets and
unprecedented price slumps in agricultural commodities (Berend 1985, pp. 207-209; Drabek 1985,
Lampe and Jackson 1982, pp. 329-375, 436-448). As regards primary crops, Southeast European
agricultural producer prices, except for Greece, nearly halved during the global agricultural crises, and
then after 1935 rose only to two thirds of the pre-crisis level (Jackson and Lampe 1982, p. 440).
Investments in agriculture considerably dropped, depreciations of capital stock in agriculture lay above
investments already carried out, and fertilization slumped (Tomasevich 1955, pp. 440-450; Vinski
1961). During the interwar period, price-induced extensification took place the most in grain farming
and thus especially affected Romania that, until 1910, had risen to the fourth largest wheat exporter in
the world, ranking even above the USA (Lampe and Jackson 1982, p. 170; Roberts 1951, pp. 56-60,
Schmalz 1921, 27).

In other countries of the region, most pronounced in Bulgaria and Greece, agriculture responded to the
crisis with the diversification of its production focusing on land-saving and labor-intensive cash crops.
In so doing, Bulgarian small peasants behaved very sensitive, even to price and market changes on the
horizon: After the First World War, they first made the transition to tobacco growing and then in view
of increasing American competition they again changed over, this time to cultivation of vegetables and
fruits (Ivanov and Tooze 2007, p. 696; Lampe 1986, pp. 52-55; Petmezas, 2009, p. 365). However,
despite all efforts, there was no escape from the global agricultural crisis and thus all small peasants’
diversification strategies led into deadlock. To resolve this impasse, governments took action and so,
after 1930, all over Southeast Europe, stabilization of agricultural production only was accomplished
by strong public interventions into the respective national agricultural markets; across all countries,
Bulgaria put in motion the most extreme intervention regime, the transition to government-controlled
clearing trade with war-preparing Nazi Germany that sought to advance and strengthen its dominance

in the region also by means of economic incentives.

In summary, in the decades up to the First World War and particularly during the interwar period, the
whole Southeast European region faced general economic conditions that were depriving rather
stimulating to market-oriented agricultural growth, in any case too low to give sufficient impetus to
induce an agricultural revolution leading to substantial increases in productivity and incomes. In
seeking to escape the precarious situation, market production and subsistence production entered into a

symbiosis that was closer than in other European economies; a symbiosis that may help explain why
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grain production but not exports could recover from the aftermath of the turmoil of the First World
War.

IV. Peasants between market and subsistence: the economic

rationality of a marriage-of-convenience

In the older literature, subsistence was seen as structural, if not inherent trait of peasant economy. The
fundamental reassessment of peasant subsistence economy in the light of an economic reality that was
characterized by malfunctioning markets has not yet been adequately considered in the research on
Southeast European agricultural development. In modern development economics and economic
historiography peasant subsistence economy is a reaction on failing markets but never the cause of
market failures. As late as 1997, in his influential standard work on the economic history of the
Balkans during the long 19" century, Palairet identified peasant economy’s quasi- natural inclination
towards subsistence with its evident and ubiquitous effects on economy, society and culture as the key
factor for a blocked economic development of the Balkans; in fact, he even blamed this inner trait the
underlying reason for the economic downturn of the “peasant states” Serbia and Bulgaria in the period
after their establishment until the First World War (Palairet 1997, pp. 298-321, 339-341; see also
Sundhausen, 1989a, p. 219, 1989b).

In contrast, according to the findings of recent development economics, it is the difference in the
functioning of markets that produces serious repercussions on the scope for economic manoeuvre and
the economic rationality of peasants. Facing malfunctioning markets, economically rational peasants
would recognize that it is not reasonable to leave decisions involving peasant economy to the markets
rules alone. They, therefore, would only seek partial market integration. Partial market integration of
peasants and incomplete markets are mutually dependent. Then, subject to the degree of market
development, it follows that peasants would necessarily respond to differing market risks with an
altered orientation towards subsistence that, of course, turns out differently according to the degree of
development of the considered market. According to the currently prevailing concept of “peasant
economy”, peasant orientation to both market and subsistence are closely interrelated and — at variance
with the older view — do not reflect any kind of economic mentality or Wirtschaftsgesinnung of two
contrary economic spheres, which would culminate in severe clashes within the peasant sphere due to
their fundamental incompatibility. It is rather deemed that subsistence and market orientation do not
depend on static dimensions but, instead, on dynamic, and thus steadily ongoing interdependent
change processes which in turn depend on underlying changing general conditions. Subsistence
orientation ebbs away to finally vanish in the course of developing efficient markets due to
disproportionately high costs entailed by rising opportunity costs from foregone income, so that self-

sufficiency only turns out profitable facing a complete lack of possibilities for hedging risks from
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outside the family (Ellis 1996, pp. 3-16, Friedmann 1980). The facts already known point out that this
assumption also holds for Southeast Europe ¢.1830-1914, hence refuting the hypothesis whereupon a
non-linear, or even missing, development of peasant farms into completely market-oriented family
farms would result from the purported inability of peasant societies to modernize. However, much
more important than any alleged peasant orientation to self-sufficiency, was the crisis of the first
globalization looming on the horizon in the international agricultural markets as early as the close of
the 19" century and then developing to the fullest during the interwar period with its culmination in
the global agricultural crisis 1929-1933 (Wiliamson 2011, 2006). It were the markets alone that
dictated agricultural development, the peasants were left powerless and deprived, with no other option
than to respond. And so they responded within their limited scope, drawing on their available

resources: expanding or reducing subsistence production.

Were there any alternatives to the expansion of subsistence production?

Apart from peasant subsistence production, possible alternative options for maintaining incomes
would have been, for one thing rural migration to urban or industrial areas and, for another,
functioning agricultural markets with low transport and marketing costs to provide best cost-effective
supply to all consumers and productivity-enhancing spatial specialization of the entire agricultural
production of Southeast Europe according to regional comparative advantages. None of the two
alternatives — as is known from history — was a viable one in Southeast Europe. Even during the
interwar period, the bulk of the increase in labour force was absorbed in agriculture where the majority
of new employment opportunities were created whereas industry took only a fraction (Hauner 1985, p.
89, Teichova 1985, pp. 237-238).”

Even as late as during the interwar period, domestic food markets frequently functioned so poorly or
were so strongly fragmented that maintaining subsistence food production was the only way to provide

what was necessary, or say, essential for survival.?® Disproportionately affected had been the mountain

% Between 1929 and 1938, in Romania the number of workers in processing industry approximately grew by
10,000 per annum on average, while the number of new labour force per annum roughly ranged between
100,000 and 200,000 on average (Roberts 1951, p. 70). The numbers for Yugoslavia as well give evidence that
during the 1920s, the majority of new employment opportunities were created in agriculture, primarily by
division of existing farms, but not in commerce and industry (Tomasevich 1955, p. 306). The same goes for
Greece and supposedly for Bulgaria as well (Petmezas 2007, p. 370).

% Further reading on the extreme fragmentation of the Serbian domestic market before 1914 and how it
continued in succeeding Yugoslavia in form of a north-south gradient of peasant market orientation caused by
regionally very marked differences in market orientation, see Palairet (1997, pp. 90, 113-120). Moreover, still
during the interwar period, the degree of a region’s market integration was decisive in determining the dynamic

of the agricultural development process (Tomasevich, 1955, pp. 282-286, 322).
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regions with their adverse natural conditions for grain farming. In this context, for newly established
Yugoslavia, there is evidence that, despite substantial spatial disparities in the grain balance between
supply and demand regions, intra-regional exchange between deficit and surplus regions took place
only to a very limited extent. The purely agricultural-based deficit regions with prevailing poverty
made up the disparity on a different basis than exchange; they expanded subsistence to its absolute
maximum to guarantee food security instead because they simply had no other alternative.
Characterized by poorly developed infrastructure, these “passive regions” — as they were dubbed at
that time —had no other choice than to exploit their only resources: land, even if it was inadequate for
grains.?” For Greece, research assumes that it was the weak integration of the Greek domestic market
that contributed to the divergent development with pronounced world market integration of the
coastal regions and, involuntary — forced by external conditions- subsistence orientation of many
landlocked areas (Petmezas 2009, p. 358; 2011, p. 471).® The same goes for Yugoslavia, even as late
as the interwar period, the substantial agricultural exports were by no means the visible result of a
surplus over fully satisfied standard of consumption rather it was owed to the low purchasing power of
the domestic market (Tomasevich 1955, p. 547).

Export boom and subsistence production

The demographic expansion across Southeast Europe emerging in the 19™ century, was induced and
sustained by the booming agricultural exports of the favoured lowlands, even in the isolated regions of
the mountains (Lampe and Jackson 1982, pp. 159-164, 200, Palairet 1997, pp. 23-24).° The decade-

2" Missing infrastructure with regard to both traffic and storage capacities, and major marketing inefficiencies
such as lack of market information systems and product standardization led to intra-Yugoslavian price disparities
ranging from 50% to 150% between deficit and surplus regions with the highest prices fetched in the poorest
regions. Additionally, it were the lowest rural income regions that had to deal and cope with the highest price
volatility (Tomasevich 1955, pp. 603-610); an adverse situation, especially in the light of the fact that the highest
percentage of rural household reliant on additional purchase of bread lived in the poorest regions, in detail about
90% of all rural households in Dalmatia, (Banovina Primorje) and 80% in Montenegro and South Serbia
(Banovina Zeta), values which clearly amounted above the country-wide average of Yugoslavia of 57%
(Tomasevich 1955, p.566). For Romania as well, the numbers indicate that rural households may even have

failed to produce enough (staple) food to meet their self-sufficiency (Roberts 1951, p. 61).

“For Greece it was absolutely true that, given a lack of infrastructure, domestic agricultural produce were not
able to stand competition with international imports throughout the long 19™ century. The impact of food
demand from expanding Greek coastal regions was only of limited reach in relation to the surrounding interior

areas, thus igniting stimuli for a subsequent development of domestic agriculture remained absent.

# Studies on present-day development countries suggest that under the conditions of low technological levels
and low costs of training and education an exogenous population growth, induced e.g. by access to land, would

rapidly generate endogenous population growth. In addition high capital costs would reinforce capital-saving
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long insatiable hunger of the export regions for labour force, could only be sufficiently satisfied by
migration; a flow of migration that was fed, for one thing, by migration from the mountain areas into
areas with market integration and, for another, by extensive seasonal labour migration (Franghiadis
2011, pp.119, 129; Tomasevich 1955, p. 155). This pattern proved sustainable. Between 1830 and
1870, agricultural prices showed a steady upward trend due to a continuously increasing international
demand for export products of the Southeast European agriculture ranging from Mediterranean special
crops like currants to wheat and live animals; hence the demand for labour force was also steadily
increasing. This development, in principle, continued over the ensuing decades up to the First World
War. However, the trend of agricultural prices in international markets started to abandon its upward
path and then moved straight into crisis situation - with far-reaching consequences for the agricultural
development in the region, especially with respect to both subsistence and market production
(Tomasevich 1955, p. 176).

Pivotal to the formation of such a highly mobile peasant society beyond traditional transhumance was
the prospect of better living which would result from participating in market production (Franghiadis
2011, p. 120; 1990; Lampe 1986, 34-36; Lampe and Jackson 1982, p. 143, Palairet 1997, pp. 192-
201). The rural workers came to the migration areas either to settle or seek out share cropping in the
lowlands. Other widespread forms were migrant workers with own landed property in their home
areas as well as secure rights of land use or retained rights to use common lands for subsistence
production in their respective original areas. Though not directly integrated into global economy via
commodity markets, these remote mountain areas participated indirectly via highly complex supra-
regional labour markets, so as if it was the natural feature of a highly complex adaptive peasant
society.*® For Greece, there is evidence that the integration into the global market significantly
contributed to improving the nutritional situation of broad parts of the rural population during the
decade between 1870 up to the First World War (Franghiadis 2011, p. 130). The same applied to

technical progress and would further boost the additional use of the comparatively cheaper or more abundant
factor, hence the factor labour in this case. Thus, rural population growth is intensifying and, consequently, the
standard of living will remain at a low level due to the steadily accelerated population growth (Lipton 1990).
Thus, under the mentioned conditions, export orientation would fail to resolve the problem of rural poverty, even
if agricultural or economic growth produces relatively high rates. Against this background, the observation that
Southeast Europe did not sink into poverty until the First World War might have been owed to the abundant land
reserves. Altogether, land scarcity did not matter in most areas until the beginning of the 20" century
(Franghiadis 2011, pp. 117-120, p. 135; lvanov und Tooze 2007, p. 687;, Petmezas 2009, p. 358, Palairet 1997,
p. 301).

% Migrant labour also played an important role in the inter-sectorial transfer of labour so that large parts of the
commercial work force maintained close ties to both their home villages and agriculture (Calic 1994, pp. 177-
211).



24

Bulgaria, whereas for Serbia this is not clear (Palairet 1997, pp. 299-306).>' Thus, even many
mountain areas in the Balkans that were remote and isolated from markets benefited from the steadily
increasing demand for food in the leading industrializing regions of Europe.

Labour markets that were highly complex and very sensitive to changes in supply and demand
established after 1830.% However, when the “European grain invasion” was emerging, the downsides
of being embedded into the global market came to light. The more these drawbacks surfaced the more
it became evident that participation not only meant being integrated in but also depending on the
global market, especially when this integration was relying on a single or only few agricultural
commodities. Main victims of this downturn were not the directly involved regions, i.e. the well-
integrated coastal ones, but instead the indirect or “downstream” ones. So, the landlocked primarily
mountain-based “labour force reservoirs” had to bear the brunt. Suffice to give one example. In the
wake of the breakdown of the Greek currant exports 1892/93, an unprecedented wave of emigration to
overseas set in.** Now, the remote mountain areas developed into the centres of emigration and not the
densely populated coastal regions because here, the diversified economy was better positioned to
compensate for the decline. So, in the end, Greece no longer exported currants but its labour force, or
say human resources (Franghiadis 2011, p. 129; Petzmezas 2009, pp. 358-359).

Subsistence sector and agricultural markets in crisis situation
Southeast European agriculture had to pass through difficult times, for one thing, during the Great
Agricultural Depression lasting from the mid 1870s until mid 1890s and primarily affecting cereal

production, and, for another, the collapse of the currant market. Both crises resulted in far-reaching

*1 However, it must be conceded that the extensive body of proof on Serbia evidenced by the rather pessimistic
school of Palairet and Sundhausen neither has been critically questioned nor discussed until now, as has been the
case for Bulgaria. Undeniably, until World War 1, Serbia was to be seen as immigration land and the agricultural
sector took the lion’s share of positive net migration surplus; a fact that rather speaks in favor of a stable

nutritional situation of rural population in this country.

%2 An example to put this in perspective: farm wages in Bulgaria doubled after 1878 because continued inner
colonization in Romania and Bessarabia (now mostly Moldava) led to significant migration of rural workers
from Bulgaria, amounting to about 50,000. Migrant workers from Macedonia immigrated instead to fill up the

resulting deficit of work force (Palairet 1997, p. 177).

% For Bulgaria and Serbia, Palairet and Sundhausen assume a falling standard of living in the decades preceding
the First World War, not least because of the supposedly notoriously subsistence-adhering peasant society. Not
only did recent research unambiguously disprove this hypothesis — at least for Bulgaria, but also a thorough
examination of respective emigration balances which produced evidence that emigration before 1914 was of no
concern in the peasant countries of Southeast Europe, in particular Serbia and Bulgaria, although this would have

been a viable option (Ivanov and Tooze 2007, p. 688).
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consequences for the broad agricultural subsistence sector of Southeast Europe, certainly; but there
should be more adversity ahead. During the interwar period, negative consequences exacerbated when
a chain of events started and then developed into a knock-on effect: firstly, increasingly narrowing
international agricultural markets culminating in the World Agricultural Crises, secondly, an industrial
sector, too small to alleviate negative effects and, last but not least thirdly, the immigration ban in
traditional overseas immigration countries. Against this background, the agricultural subsistence sector
of interwar Southeast Europe represented a large sector within the economies, especially subject to the
conditions of the international agricultural crisis.** The continued divergent trend in per capita income
development in interwar Southeast Europe as compared to Western Europe might be owed to this
growing subsistence sector (Lampe and Jackson 1982, p. 342, Maddison 1990, Morys 2011).

While grain production could almost completely recover during the 1920s, grain exports could not, on
the contrary, they clearly dropped below pre-war level without being mitigated or even offset by
internal markets on account of only weak urbanization processes and a too small industrial sector
(Drabek 1985, p. 431; Lampe and Jackson 1982, pp.364-365).% It is true that, during the world
agricultural crisis 1929-1933 and despite collapsing prices, some Southeast European countries
expanded in the short-term their cereal export quantities in the hope for achieving any revenues worthy
of note, but these exports significantly declined after 1933. In the face of continuously deteriorating
world market conditions and, at the same time, rising protectionism in the traditional sales countries,

Southeast European grain exports were not able to re-attain the levels before the First World War

¥ Although, up to date, statistics on the size of the subsistence sector are not available, a sufficiently precise
estimation can be obtained from estimates on rural cottage industry in relation to crafts and industry; these
estimates allow reliable conclusions on the subsistence sector because rural cottage industry almost completely
produced for peasants own need. For 1924, the percentage share of rural cottage industry in gross national
product of Bulgaria amounted to 7.1% which was clearly above the respective figures of handicrafts with 4.6%
and “big industry” with 2%. During the period 1924-1939, industry and handicrafts grew by 98% as compared to
still 49% of rural cottage industry (Ivanov und Tooze 2007, pp. 685, 699). For Yugoslavia, statistical data give
evidence that in the mid-1920s 80% of rural cottage industry production was consumed for own need, and
moreover that the size of this sector in relation to industry amounted to 83%. In addition, Tomasevich assumes
that the amount of rural home industry producing for own needs even significantly increased during the world
agricultural crisis (Tomasevich 1955, p. 337). According to Lampe and Jackson Bulgaria’s agriculture took a
market share of about between 35%-40% (Lampe and Jackson 1982, p. 364). Rural home industry’s share of
marketed production could be assumed about 20% in the 1920s; based on these figures, the share of the
subsistence sector in total national product of Bulgaria might be roughly estimated between 30-35% (own

calculations based on the numbers of Ivanov and Tooze 2007, p. 699).

% According to Lampe and Jackson, it was the relative weight of the agricultural exports within the national
economy that accounted for the low degree of urbanization and, except for Greece, its only hesitant increase
during the interwar period (1982, pp. 331-334, 436-438).
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(Drabek 1985, pp. 402-408, Warriner 1964, p. 54). It is worth mentioning, and comes a surprise, that
both cultivated area under cereals and cereal production substantially increased almost everywhere in
the region although all of these countries made efforts to diversify their (agricultural) exports and grain
exports lost their former importance (Lampe and Jackson 1982, pp. 466-467, Molloff 1933,
Stoykovich 1933, Frange$ 1937, 27-74).%°

Altogether, there is evidence from documents and records of the entire interwar period, that peasant
on-farm consumption of cereals was going up, in detail, while per capita export production dropped,
corresponding per capita figures on peasant on-farm consumption at no time moved below the 1914-
level, yet increased throughout the Southeast European region, with the exception of Greece (Lampe
and Jackson 1982, p.364).%” In addition, cereals lost their importance as cash crop during this time; a
development that is not reflected in the area under grain cultivation since this area was expanded at the
expense of grassland and livestock numbers. However, although an increasing size of grassland was
eliminated, it had not been converted in order to cultivate fodder crops; fodder cropping remained
constant, in fact did not matter at all, except for few regions. Furthermore, given the almost complete
lack of artificial fertilizer, declining livestock numbers not only meant less manure but also
deteriorating supply of nutrients, all the more so as fallow area decreased at the same time. Lack of
animal food and fertilizer continued to pose an endemic problem for the Southeast European
agriculture throughout the whole interwar period, if not had been mutually intensifying (Berend 1985,
p.150; Roberts 1951, pp. 42-60; Tomasevich 1955, pp. 157-164, 275-276, 336, 383-539, 478, 514).*

Growing grains was one of the rare agricultural activities in pre-industrial agriculture that allowed for
economies of scale which are likely to be returned in farm units ranging from about 60 — 100 ha.
Despite undiminished importance of grain cropping within Southeast European agriculture, the already

small or sub-peasant farm sizes experienced further downsizing, so much so that the share of just self-

% Comparing the levels of grain production between the years up to the First World War and the end-1930s,
Greece experienced an increase by about 150%, Bulgaria by just about 50%, Yugoslavia by a forth for; in

Romania production re-attained pre-war level (Jackson 1982).

%7 Greece itself was dependent on large grain imports to ensure food security. As early as before the First World
War the percentage share of agricultural produce values amounted to between 20 to 40% in total import values
(Petmezas 2011b, p. 463).

% What Tomasevich wrote about Yugoslavia, was also true for the whole of Southeast Europe: “The trend of
diminishing livestock numbers was one of the outstanding features of the economy of most South Slav lands
during the past hundred years” (1955, p. 162).“ In stark contrast to Western Europe, extensive livestock farming
was not shifting to a more intensive and land-saving farming as interior land reclamation advanced. This deficit
did not cause the critical agricultural development, but rather the opposite is true: it was a visible expression of a

crisis-ridden agricultural development path.
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sufficient peasants fell unabated,® A situation that was all the more serious as grain cropping for self-
consumption was important even for small peasants with farms below 2 ha.** Undoubtedly, the small-
fragmented farm structure was hardly conducive in view of productive grain cropping, yet it enabled
to cultivate a crop - especially maize— that could serve two purposes at the same time, subsistence
production on the one hand, and market production of feed on the other, which in turn offered a viable
strategy to restrict the risks of market production affected with highly volatile markets (Tomasevich
1955, 478-488).

The obligation to feed a low-income rural population without having the opportunity to leave
agriculture and to seek more productive occupations in industry instead, led to an agriculture that
involved a short-term maximization of the amount of calories per unit area; for the peasants, indeed,
an economic strategy that was vital, or put otherwise, the dictatorial imperative of the Southeast
European agriculture (Tomasevich 1955, pp. 275-276, 478).** This said, it comes as no surprise that
peasant nutrition became almost completely a plant-based diet.** It was this pressure for subsistence
production that accounted for the prevalence of relatively extensive grain- or maize-centric cultivation
systems in broad areas of Southeast Europe, even as agricultural population was growing (Roberts
1951, p. 60; Tomasevich 1955, pp. 334-335). Production both of highly intensive cash crops which
could not serve as staple food and significantly more intensive fodder crops was not possible, or say,

precluded in broad areas (Tomasevich 1955, pp. 500-507).® Finally, there is one more aspect to add.

* The majority of peasant households of interwar Southeast Europe were no longer able to meet their own
demand in staple food solely from self-sufficient production, i.e. they had to purchase additional staple food even
if the whole of farm size was reserved for self-sufficient food production (Roberts 1951, p. 61, Tomasevich
1955, p. 566).

“0 For Romania, it can be shown that cereal cropping ranked highest for full-time farms between 5 and 25 ha,
however, even in small units below 1 ha the share of the area under cereals — primarily maize - in total arable

area amounted to more than a half (Roberts 1951, p. 56).

1 Yet in the period up to the First World War, it can be assumed that all across Southeast Europe subsistence
production served as “security strategy”, as safeguard against market risks. Furthermore, subsistence production
is likely to have been increasing in times of long standing export crises (Franghiadis 2011, p. 129; Lampe 1986,
p. 27). In Bulgaria, own consumption had steadily increased while production of export grains had been
stagnating since the early 20" century. Poor infrastructure was also to account for substantial subsistence
production (Lampe 1986, pp. 27-29).

“2 This trend had already emerged in many areas in the decades before 1914 (Lampe and Jackson 1982; Palairet
1997, p.108; Roberts 1951, p. 71; Tomasevich 1955, pp. 164, 193).

* While it is true that (an export oriented) animal husbandry definitely played an important role in earning cash
incomes for Yugoslavian peasants, yet this alone was not sufficient to develop into intensification. For reasons of

unprofitability of intensive livestock farming in vast areas of Yugoslavia and by no means for disregard or
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Particularly under the circumstances of the world agricultural crisis 1929-1933, a decrease in the area
under cereals would not have resulted in an increase in export revenues from other agricultural
commodities. To sum up, export opportunities were not missed by the peasantry; they simply ebbed
away for agrarian countries as the first globalization approached its end (Tomasevich 1955, p. 484).*

Did the possibility exist to switch to a more promising path of agricultural development? Could
Southeast European agriculture have followed the West and central European path dominated by
economically viable and diversified full-time peasant mixed farms of a size of about 5 to 15 ha which
were expected to expand livestock farming and arable farming in parallel and (then) to intensify such
that the nutrient supply of the soils would be enhanced despite loss of fallow as yields increase in
either production branch? But as much as this way seemed promising and was seen as role model - and
indeed was recommended by many contemporary agricultural experts- for the Southeast European
peasants, this way was blocked (Tomasevich 1955, pp. 451, 398-399): Not only would an agrarian
reform towards this direction had only been possible if the majority of agricultural population had
been expropriated without being compensated with alternative employment - a plan not at all
politically enforceable. Secondly, booming agricultural sales markets for superior products of
intensive livestock farming were completely missing; sales markets that had been booming for
decades and without which the astonishing West European agricultural intensification of the 19"

century would not have been taking place.

The staple food maize became more and more important because it ensured the highest calorie content
per unit area. Continuous maize-wheat crop succession more and more spread and arable area under
cereals still covered 80-90% of the arable areas. Actually, despite the already mentioned unfavourable
conditions of market isolation and soils inappropriate to crop grain, it was the mountain regions that,
tied to subsistence, expanded cereal production while reducing fallow.* The scarce factor manure,
therefore, was reserved for subsistence production, i.e. maize (Tomasevich 1955, p. 482). Market

production became more and more extensive as market prices continued to fall. When, seemingly

ignorance of the peasants towards animal husbandry, extensive husbandry continued to prevail (Tomasevich
1955, pp. 514-517).

* Furthermore, the following was true, not only for Yugoslavia but supposedly also for Romania: “Since only a
very small number of Yugoslav peasants could conduct a labor-intensive type of cropping, there being no
possibility of selling more than a limited amount of special crop products, the consequence was that Yugoslavia

had a labor-extensive type of agriculture in spite of an oversupply of labor.” (Tomasevich 1955, p. 450).

** A paradigmatic description of interwar Yugoslavia gives Tomasevich (1955, pp.274-286, 318-323). For
Tomasevich the significantly lower agricultural productivity in the regions south of the rivers Sava and Danube
located in the mostly mountainous regions of Yugoslavia primarily resulted from the pressure for producing a
maximum of grains against comparative advantages in rather unfavourable areas, so isolated from markets and
on inappropriate soils (1955, p. 321-322, 335-335, 478; see also Warriner 1964, p. 84).
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against this trend and except for Romania, in the three decades from 1909/13 to 1935/38, yields per
unit area had slightly increased despite de-investment and lack of technical progress in agriculture, this
was probably only due to additional labour input per hectare while land endowment per agricultural
worker was declining. Indeed, this involutive growth was observable in the whole Southeast European
region during the interwar period (Petmezas 2009, pp. 360, p. 366, 2012). Total output increased
whereas agricultural productivity sank to a low point in the course of the world agricultural crisis and
then recovered to at most, re-attain pre-war level at the end of the 1930s."® This process affected the
whole region and occurred even in Bulgaria, a country with a pronounced market oriented peasantry
that had been very sensitive to market changes from early on. Here peasants — as aforementioned —
under the permanently deteriorating market conditions for grains had started to diversify their market
production and expand. In so doing, they expanded tobacco cultivation and later, in sensitive response
to the movement of relative prices, they shifted to cultivation of vegetables and fruits. This behavior
was fully market-oriented, certainly; but there is equally no doubt that all diversification efforts ended
in a deadlock at the latest during the Great Depression (Drabek 1985, pp. 406-407, lvanov and Tooze
2007, pp. 695-696; Lampe 1985, pp.52-55; Petmezas 2009, p. 366).*

Altogether, the peasants of Southeast Europe responded to the permanently worsening income
opportunities in agriculture within their more than limited scope for economic action, a response so
limited in fact that even increased market orientation would have been of no use. Finally, when all
attempts to achieve extensive agricultural growth with increased inputs of land and labour but without
sufficient technical change had reached a natural ceiling, peasants had no other choice than playing the
demographic card otherwise they would have run the risk of inducing a Malthusian catastrophe. In this

context Bulgaria made one of the most rapid demographic transitions ever observed despite lacking

“ Time series on agricultural productivity 1890-1940 are available only for Bulgaria and Greece. From these
data follow that between 1892 and 1938 labour productivity in Bulgarian agriculture only slightly changed with
a nadir in the 1920s whereas yields per unit area showed an increasing trend and land endowment per
agricultural worker was decreasing at the same time (lvanov und Tooze 2007, p. 701). In Greece labour
productivity in agriculture was stagnating as well during 1911-1938 with a low point around 1930 (Petmezas
2009, p. 356).

*" There is some evidence that market orientation of peasant economy increased during the interwar period.
Accordingly, the market share is supposed to have amounted to about the same in all Southeast European
countries, presumable between 30-40% in the 1920s and between 40-50% at the close of the 1930s, after
agricultural trade had been stabilized through massive government intervention (Lampe and Jackson 1982, p.
364, Tomasevich 1955, pp. 601-602).

Differences in efficiency of farming were by no means positively correlated with farm size. Rather the opposite
was true: smaller farms tended to be more efficient. The smallest farm sizes with the highest capital input and
gross yields per unit area were most frequently located in urban vicinity (Lampe 1986, pp. 84-87; Lampe and
Jackson 1982, pp. 354-371, 442; Tomasevich 1955, p. 404).
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urbanization and industrialization processes. Between the late 1920s and mid-1930s, demographic
growth halved and then continued to drop until World War Il (lvanov und Tooze 2007, pp. 687, 693;
Lampe 1986, p. 55). Even with only these meager facts, the demographic response of Bulgarian small
peasants to deteriorating market conditions is proved to be “modern” rather than a generative behavior
a la Chayanov, whose “model of peasant household” is often referred to when it comes to social
historiography on Southeast Europe. Similar rather modern demographic pattern are true, yet to a
smaller extent, of the other Southeast European countries during the interwar period (Jackson 1985,
pp. 245-251; Roberts 1951, p. 41;Tomasevich 1955,p. 332, Piper 1961, 22).

V. Outlook

This contribution deals with the dynamics of development in the peasant societies of Southeast Europe
during the first globalization circa 1870-1940 including retrospective views on the issue further back
in time until the early 19" century. The analysis clearly shows it was not due to inherent development
barriers ascribed to Southeast European peasant societies that prevented a dynamic agricultural
development similar to the “first agricultural revolution” in the West European countries. The peasants
of Southeast Europe did not miss any opportunity to develop rather it was the point in time that spoiled
their fortunes, for they had to accomplish their market integration after 1870, and thus under
significantly worse conditions than West European peasants that, between 1750 — 1870, not only
could exploit the advantages of steadily improving terms of trade for their produce in the world market
but also were driven by an almost insatiable demand from urban-industrial strata for high-value
foodstuff. Moreover, as proceeding industrialization was in need for labour, it brought in its wake
promising opportunities of better living that caused migration so that a growing part of the rural

population could abandon their traditional fields and were not forced to remain in the farming sector.

In Southeast Europe crucial processes could not develop for the lack of necessary preconditions. A
positive feedback process with increases in productivity in both (agricultural and industrial) sectors -
as did unfold in Western Europe during urbanization and industrialization processes- could not get
going for the sheer lack of a dynamic non-agricultural urban-industrial sector. What is more, Southeast
Europe actually paid for its willingness to participate in international markets, i.e. to widely open its
markets and to adjust to the requirement of the market; a strategy that backfired since, in the face of
given relative factor scarcities such as abundant land but lack of capital, industrialization was impeded
and extensive agricultural growth sustained despite an accelerated demographic growth. Consequently,

the growing population then had, to a large extent, no other option than to stay in agriculture.

The rural peasant societies of Southeast Europe and their enormous absorption capacity proved

beneficial in times of adversity when a succession of events threw markets, especially agricultural, in
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turmoil around the world. It was only due to this absorption capacity that the worst effects resulting
from both the lack of agricultural domestic markets with high demand potentials, and changing crisis
situations could be mitigated over decades reaching far into the interwar period until the impending
world agricultural crisis 1929-1933 emerged and then finally put a de facto end of free trade as
international agricultural markets collapsed.

Since a “first agricultural revolution” with intensification of agricultural production combined with
increases in productivity would only occur given high producer prices and a steadily rising demand
for a variety of high value-added agricultural produce but as this condicio sine qua non was missing, a
dynamic agricultural development characterized by increasing productivity remained absent in
Southeast Europe before 1940. These tight limitations - unfavourable developments of markets and
agricultural prices - exerted pressure on the peasants, so much so that they had no other option than to
submit to this pressure and carry on with subsistence or, otherwise put, they were obliged to choose
extensive agriculture instead of broad intensification; a response not only in accordance with
Thuenen’s law of relative excellence of farming systems but also in line with price trends in
international and national markets. So, the lack of intensification in agriculture was by no means the
failure of Southeast European peasants but is owed to the peasants’ adjustment conform to the markets
in which they participated. Moreover, new findings from recent development economics suggest, that
falling peasant real incomes due to deteriorating market conditions led to degradation of the commons

and of the peasant subsistence economy (Bromley 2008).

To put the whole development in perspective, it must not be overlooked that, despite all failures,
Southeast Europe’s peasant societies actually had accomplished much as they had passed through an
impressive process leaping from the worlds of peasant societies that were nearly completely isolated
from markets at the turn of the 19" century to a society moving towards market orientation since 1830
and taking on the challenges of world agricultural markets in crisis situation after 1880. Under the
given conditions of only weak urbanization and industrialization, and in the face of emigration
possibilities ebbing away during the interwar period, it was almost completely incumbent upon the
peasants to ward off the Damocles sword of a Malthusian catastrophe by sensitively adjusting their
whatever flexible subsistence sector to market changes and, what is more, even to change their
demographic behavior in the end. The unfavourable conditions in mind, undoubtedly a prodigious
achievement. To sum it up, the fact that the problem of rural poverty in Southeast Europe, prevailing
over the whole period, could not be resolved, was not the fault of a peasant agriculture and society
unable, if not unwilling to develop, but rather was owed to the asymmetric burden the agricultural
sector had to carry when it came to provide employment as population was a growing — indeed

agriculture had to bear the brunt.

Despite the many aspects considered so far, there are still many open questions that await being

answered by research. Most of these open issues concern the close relationship between subsistence
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and market production in the flexible peasant societies of Southeast Europe, and hence, the
corresponding economic strategies of the peasant households during the period 1870-1940. In this
context, the centre of interest should be shifted and placed upon the aspects of dynamism and
adaptability of the Southeast European peasant societies. The same goes for the question how
Southeast European agriculture was able to absorb a really booming population growth over a period
almost as long as a century and in the end even to prevent an impending Malthusian catastrophe
without the solid support of a nationwide economic structural change and accomplished or ongoing

urbanization processes.

Literature

Allen, R.C. (2000): Economic structure and agricultural productivity in Europe, 1300-1800, European
Review of Economic History 4/1, pp. 1-26.

Bairoch, P. (1985): Die Landwirtschaft und die Industrielle Revolution 1700-1914, in: Cipolla, C.M.,
Borchardt, K. (ed.), Européische Wirtschaftsgeschichte, Vol.. 3, Stuttgart u.a. 1985, pp. 297-332.

Bardhan, P.K (1980): Interlockling Factor Markets and Agararian Development: A Review of Issues,

in: Oxford Economic Papers 42, 1980.

Barret, C., Carter, M., Timmer, P. (2010): A Century-Long Perspective on Agricultural Development,
American Journal of Agricultural Economics 92/2, pp. 447-468.

Berend, 1. (1985): Agriculture, in: Kaser, M. (ed.), The Economic History of Eastern Europe 1919-
1975, Vol. 1, Oxford: Clarendon Press, pp. 148-209 (Reprint 2006).

Binswanger, H.P., Deininger, K., Feder, G. (1995): Power, distortions, revolt and reform in
agricultural land relations, in: Behrman, J., Srinavan, Z.N. (ed.), Handbook of Development
Economics, Vol. 111B, Amsterdam: North Holand, pp. 2659-2772.

Boserup, E. (1993): The Conditions of Agricultural Growth, London: Earthscan (first 1965)
Boserup, E. (1981): Population and Technology, Oxford: Oxford University Press.

Boserup, M. (1972): Agrarstruktur und Take off, in: Braun, R., u.a. (ed.), Industrielle Revolution.
Wirtschaftliche Aspekte, Koln: Kiepenheuer & Witsch, pp. 309-330 (zuerst 1963).

Braverman, A., Stiglitz, J.E. (1982): Sharecropping and the interlinking on agrarian markets,

American Economic Review 72, pp. 695-715.

Bromley, D. W. (2008): Resource degradation in the African commons: accounting for institutional

decay, Environment and Development Economics 13, pp. 539-563.



33

Calic, M.-J. (1994): Sozialgeschichte Serbiens 1815-1941. Der aufhaltsame Fortschritt wahrend der
Industrialisierung, Miinchen: R. Oldenbourg Verlag.

Drabek, Z. (1985): Foreign Trade Performance and Policy, in: Kaser, M. (ed.), The Economic History
of Eastern Europe 1919-1975, Vol. 1, Oxford: Clarendon Press, pp. 379-531 (Reprint 2006).

Ehrlich, E. (1985): Infrastructure, in: Kaser, M. (ed.), The Economic History of Eastern Europe 1919-
1975, Vol. 1, Oxford: Clarendon Press, pp. 323-378 (Reprint 2006).

Eidelberg, P. (1974): The Great Rumanian Peasant Revolt of 1907, Leiden: E. J. Brill.

Ellis, F. (1996): Peasant economics. Farm households and agrarian development, Cambridge:
Cambridge University Press.

Franges, O. von (1937): Die sozialokonomische Struktur der jugoslawischen Landwirtschaft, Berlin:

Weidmannsche Verlagsbuchhandlung.

Franghiadis, A. (1990): Peasant Agriculture and Export Trade: Current Viticulture in Southern Greece,
1830-1893, unpublished PhD-thesis (European University Institute Florence).

Franghiadis, A. (2011): Land Tenure Systems, Peasant Agriculture and Bourgeois Ascendancy in
Greece, 1830-1914, in: E. Eldem, S. Petmezas (ed.), The Economic Development of Southeastern
Europe in the 19" Centrury, Athen: Alpha Bank, Historical Archives, pp. 101-135.

Grantham, G. (1989): Agricultural Supply During the Industrial Revolution: French Evidence and
Euopean Implications, Journal of Economic History 49/1, pp. 43-72.

Grantham, G. (1999): Contra Ricardo: On the macroeconomics of pre-industrial economies, European
Review of Economic History 3/2, 1999, pp. 199-232.

Hauner, M. (1985): Human Resources, in: Kaser, M. (ed.), The Economic History of Eastern Europe
1919-1975, Vol. 1, Oxford: Clarendon Press, pp. 66-147 (Reprint 2006).

Hayami, Y. (1998): Community, Market and State, in: Eicher, C.K./ Staatz, J.M. (ed.), International
Agricultural Development (Third edition), Baltimore: John Hopkins University Press, pp. 90-102.

Hayami, Y. (1998): The Peasant in Economic Modernization, in Eicher, C.K. /Staatz, J.M. (ed.),
International Agricultural Development (Third edition), Baltimore: John Hopkins University Press, pp.
300-315.

Hayami, Y. /Kawagoe, T. (1989): Farm Mechanization, Scale Economies and Polarization — The

Japanese Experience, Journal of Development Economics 31, pp. 221-239.



34
Ivanov, M. (2006): Bulgarian National Income between 1892 and 1924, Bulgarian National Bank

Discussion Papers, Nr. 54.

Ivanov, M, Tooze, A. (2007): Convergence or decline on Europe’s Southeastern Periphery?

Agriculture, Population, and GDP in Bulgaria, 1892-1945, Journal of Economic History, pp. 672-704.

Jackson, M. (1982): Agricultural Output in Southeastern Europe, 1910-1938, The ACES Bulletin 24/4,
pp. 49-87.

Jackson, M. (1985): Comparing the Balkan Demographic Experience 1860 to 1970, Journal of
European Economic History 14/2, pp. 223-272.

Koning, N. (1994): The Failure of Agrarian Capitalism: Agrarian Politics in the United Kingdom,
Germany, the Netherlands and the USA, pp. 1846-1919, London: Routledge.

Kopsidis, M. (2006): Agrarentwicklung. Historische Agrarrevolutionen und Entwicklungsokonomik,

Stuttgart: Steiner.

Kopsidis, M., Wolf, N. (2012): Agricultural productivity across Prussia during the industrial

revolution: a Thuenen perspective, Journal of Economic History 72/3, pp. 634-670.
Kostelenos, G. (1995): Money and Output in Modern Greece: 1858-1938, Athen: KEPE.

Kostelenes, G., Wasiliou, D., Kounaris, E., Petmezas, S., Sfakianakis, M. (2007): Akatharisto
Egchorio Prion 1830-1939, Athen: KEPE.

Lains, P. (2002): Southern European Economic Backwardness Revisited: The Role of Open Economy
Forces in Portugal and the Balakns, 1870-1913, Scandinavian Economic History Review 50/1, pp. 24-
43.

Lampe, J. (1986): The Bulgarian Economy in the Twentieth Century, New York: St. Martin’s Press.

Lampe, J., Jackson, M. (1982): Balkan Economic History, 1550-1950, Bloomington: Indiana

University Press.

Lethbridge, E. (1985): National Income and Product, in: Kaser, M. (ed.), The Economic History of
Eastern Europe 1919-1975, Vol. 1, Oxford: Clarendon Press, pp. 532-597 (Reprint 2006).

Lipton, M. (1990): Responses to Rural Population Growth: Malthus and the Moderns, in: Population

Council (ed.), Rural development and population: institutions and policy, New York.

Lipton, M. (2009): Land reform in developing countries: property rights and property wrongs,
London: Routledge.



35

Lyberatos, A. (2011): From Imperial to National Lands: Bulgarian Agriculture from the Russian-
Ottoman (1877-78) to the Balkan Wars (1912-13), in: E. Eldem, S. Petmezas (ed.), The Economic
Development of Southeastern Europe in the 19™ Centrury, Athen: Alpha Bank, Historical Archives,
pp. 137-172.

Maddison, Angus (1990): Measuring European growth: the core and the periphery, in: International

Economic History Congress 10, Léwen: Leuven University Press, pp. 82-118.

Manoilescu, M. (1944): Die sozialokonomische Struktur Stidosteuropas, Weltwirtschaftliches Archiv
60/1-2, pp. 1-22.

Mitrany, D. (1930): The Land and the Peasant in Rumania. The War and Agrarian reform (1917-
1921), New Haven: Yale University Press.

Molloff J. (1933): Bulgarian Agriculture, in: O. Morgan (ed.), Agricultural systems of Middle Europe,
New York: The Macmillan Company, pp. 41-85.

Moore, W. (1945): Economic Demography of Eastern and Southern Europe, Genf: League of Nations.

Morys, M. (2006): South-eastern European growth experience in European perspective, 19" and 20"
century, in: Avramov, R., Pamuk, S. (ed.), South-east European Monetary History Network, Sofia:

Bulgarian National Bank, pp. 23-44.

Otsuka, K., Chuma, H., Hayami, Y. (1992): Land and labor contracts in agrarian economies: Theories

and facts, Journal of Economic Literature 30, pp. 1965-2018.

Otsuka, K., Hayami, Y. (1988): Theories of share tenancy: A critical survey, Economic Development
and Cultural Change 37, 1988, pp. 31-68.

Palairet, M. (1997): The Balkan Economics, ¢. 1800-1914, Cambridge: Cambridge University Press.

Pamuk, S. (2011): Estimating and Explaining Economic Growth in Nineteenth-Century Southeastern
Europe and Eastern Mediterranean, in: E. Eldem, S. Petmezas (ed.), The Economic Development of
Southeastern Europe in the 19" Centrury, Athen: Alpha Bank, Historical Archives, pp. 225-250.

Pamuk, S., Williamson, J.G. (2011): Ottoman de-industrialization, 1800-1913: assessing the
magnitude, impact, and response, Economic History Review 64 S1, pp. 159-184.

Papakonstantinou, K. (2011): Transport and Communication in Southeastern Europe in the Nineteenth
Century: The Impact on Trade, in: E. Eldem, S. Petmezas (ed.), The Economic Development of
Southeastern Europe in the 19" Centrury, Athen: Alpha Bank, Historical Archives, pp. 349-395.

Petmezas, S. (2003): | Elliniki Agrotiki Oikonomia kato ton 190 Aiona, Heraklion: Panepistimikis
Ekdosis Kritis.



36

Petmezas, S. (2009): Agriculture and economic growth in Greece, 1870-1973, in: P. Lains, V. Pinilla
(ed.), Agriculture and Economic Development in Europe since 1870: London: Routledge Press, pp.
353-377.

Petmezas, S. (2011a): Introduction, in: E. Eldem, S. Petmezas (ed.), The Economic Development of

Southeastern Europe in the 19" Centrury, Athen: Alpha Bank, Historical Archives, pp. 19-46.

Petmezas, S. (2011b): Foreign Trade and Capital Flows in Nineteenth-Century Greece, in: E. Eldem,
S. Petmezas (ed.), The Economic Development of Southeastern Europe in the 19" Centrury, Athen:
Alpha Bank, Historical Archives, pp. 447-491.

Petmezas, S. (2012): Prolegomena stin istoria tis ellinikis agrotikis oikonomias tou mesopolemou,
Athens: Ekdosis Alexandria.

Piper, W. (1961): Grundprobleme des wirtschaftlichen Wachstums in einigen stdosteuropaischen
Landern in der Zwischenkriegszeit, Berlin: Duncker & Humblot.

Radice E. (1985): General Characteristics of the Region between the Wars, in: Kaser, M. (ed.), The
Economic History of Eastern Europe 1919-1975, Vol. 1, Oxford: Clarendon Press, pp. 23-65 (Reprint
2006).

Roberts, H. (1951): Political Problems of an Agrarian State, New Haven: Yale University Press
(Reprint 1969).

Schmalz, F. (1921): GroRrumanien wirtschaftlich, politisch und kulturell, Gotha: Perthes.
Schultz, T.W. (1964): Transforming Traditional Agriculture, New Haven: Yale University Press.

Stajic, S. (1959): Nacionalni dohodak Jugoslavije 1923-1939 u stalnim i teku¢im cenama, Belgrad:
Ekonomski Institut Nr Srbije.

Stoykovitch, V. (1933): The economic position and future of Yugoslavian agriculture, in: O. Morgan

(ed.), Agricultural systems of Middle Europe, New York: The Macmillan Company, S. 353-404.
Sundhausen, H. (1989a): Historische Statistik Serbiens 1834-1914, Minchen: R. Oldenbourg Verlag.

Sundhausen, H. (1989b): Die verpalite Agrarrevolution. Aspekte der Entwicklungsblockade in den
Balkanlandern vor 1945, in: Schonfeld, R. (ed.), Industrialisierung und gesellschaftlicher Wandel in

Sldosteuropa, Minchen: Sudosteuropa-Gesellschaft.

Teichova, A. (1985): Industry, in: Kaser, M. (ed.), The Economic History of Eastern Europe 1919-
1975, Vol. 1, Oxford: Clarendon Press, pp. 222-322 (Reprint 2006).



37
Thinen, J.H. von (1990): Der isolierte Staat in Beziehung auf Landwirtschaft und National6konomie,

neu herausgeben von H. Lehmann/L. Werner, Berlin: Akademie Verlag (zuerst 1826/1842).

Tomasevich, J. (1955): Peasants, Politics, and Economic Change in Yugoslavia. Stanford: Stanford

University Press (Reprint 1975).

Vinski, I. (1961): National Product and Fixed Assets in the Territory of Yugoslavia, 1909-59, in:

Deane, P. (ed.), Studies in Social and Financial Accounting, London: Bowes & Bowes, pp. 206-233.
Warriner, D. (1964): Economics of Peasant Farming, London: Frank Cass & Co Ltd (zuerst 1939).

Williamson, J. (2006): Globalization and the poor periphery before 1950, Cambridge (Massachusetts):
The MIT Press.

Williamson, J. (2011): When the Third World Fell Behind, Cambridge (Massachusetts): The MIT

Press.

Wrigley, E. (1987): People, Cities and Wealth. The Transformation of Traditional Society, Oxford:
Blackwell.

Wrigley, E. (1988): Continuity, Chance and Change: The Character of the Industrial Revolution in
England, Cambridge: Cambridge University Press.

Zanden, J.L. van (1991): The First Green Revolution: The Growth of Production and Productivity in
European Agriculture, 1870-1914, Economic History Review 44/2, pp. 215-239.



EHES

Recent

2012
EHES.27

EHES.26

EHES.25

EHES.24

EHES.23

EHES.22

EHES.21

EHES.20

European
Historical

Economics
Society

Working Paper Series

EHES Working Papers

The Rise of the Swiss tax haven in the Interwar period: An international
comparsion
Christoph Farquet

Taking Firms to the Stock Market: IPOs and the Importance of Large Banks in
Imperial Germany 1896-1923
Sibylle H. Lehmann

Why did agricultural labour productivity not converge in Europe from 1950 to
20057
Miguel Martin-Retortillo and Vincente Pinilla

Epidemic Trade
Lars Boerner and Battista Severgnini

Some Consequences of the Early Twentieth Century Divorce of Ownership from
Control
James Foreman-Peck and Leslie Hannah

Occupation, Marital Status and Life-Cycle Determinants of Women’s Labour
Force Participation in Mid-nineteenth-Century Rural France
George Grantham

The Spread of Manufacturing to the Periphery 1870-2007: Eight Stylized Facts
Agustin S. Bénétrix, Kevin H. O ’Rourke, and Jeffrey G. Williamson

Latifundia Revisited. Market Power, Land Inequality and Efficiency in Interwar
Italian Agriculture
Pablo Martinelli

All papers may be downloaded free of charge from: www.ehes.org

The European Historical Economics Society is concerned with advancing education in European economic
history through study of European economies and economic history. The society is registered with the
Charity Commissioners of England and Wales number: 1052680



http://www.ehes.org/

	ehes 28.pdf
	EHES_No28
	ehes 28.pdf
	EHES_No28
	ehes 28.pdf
	Paper Kopsidis EHES Oct 2012
	ehes 28


	ehes 28

