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Executive Summary:
 

Agricultural policy analysts use the results of policy
 

directed research on the economics of the agricultural sector as
 

data for analysis and interpretation as to the consequences of
 

policy alternatives. Decision makers in turn use the results of
 

policy analysis as one input in making a policy decision. Policy
 

analysis is conducted primarily in advance of policy implementation,
 

although some post-implementation evaluations are also useful for
 

gaining a perspective on the effectiveness of existing policy.
 

The core program of policy directed research, to serve as a
 

data and information base for policy analysis, involves the
 

specification of economic relationships in the:(a) consumption, (b)
 

production and (c) marketing sectors. Both micro and macro research 

on commodity demands, commodity supplies, and marketing processes 

are requisites of any core program of policy-directed economic 

research. Besides these three areas, policy makers often 

anticipate the need for a fourth category, (d) special long-term 

studies, to provide background information and analysis on an 

emerging issue, such as the use of credit by farmers or the extent
 

of private investment in various agri-business components.
 

Many policy issues cannot be anticipated, however, because 

they deal with unexpected emerging problems. AnalysLs of tilese 

issues requires a trained staff to function as a (Staff Economist 
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Group) to (a) draw upon the results of completed studies and/or (b)
 

the expertise of policy.-directed researchers to conduct timely
 

analysis so that the best possible information is brought to bear on
 

a decision to be taken by a policy maker within a short time frame.
 

The core program of policy-directed research should complement 

the research agenda of existing ins-titutions, as far as possible.
 

In this view, the Staff Econoii.ists Group, operating under the 

guidance of the Director of Agricultural Policy should work closely 

with other groups providing policy analysis to the inistry of Food, 

Agriculture and Looperatives (MINFA). The Staff Economist Group 

must also recognize that not all policies afFecting the agricultural 

sector are initiated by the Agriculture Ministry. Decisions taken by
 

other ministries that will impact food and agricultural interests
 

must also be anticipated and effectively analyzed as part of the
 

Staff Economist function.
 

It would not be particularly productive attempt fully
to to 

prioritize presently available lists of possible policy directed
 

research. However, types of rpsearch that DAP may undertake or have 

undertaken can be prorittized at tLil; pol nt In tlim,. Our suggt,,ted 

rank ordering is as follows: (I) to address slhiurL-term special 

problems as directed by the MINFA Secretary; (2) to develop a core 

program of research in consumption, production and marketing aspects 



of the food and agriculture system; and (3) conduct a selected
 

number of long-term special studies as limited budgetary resources
 

may permit. The overriding criterion of this ranking is the
 

effectiveness to which any policy-directed research and analysis can
 

be applied by decision-makers in selecting among available policy
 

options. 



AGRICULTURAL POLICY RESEARCI AND ANALYSIS: IMPLICATIONS
 

FOR THE PAKISTAN ECONOMIC ANALYSIS NETWORK PROJECT
 

The Economic Analysis Network (EAN) activity is designed to
 

enhance the use of the results of economic research and analysis in
 

the evaluation of agricultural policy alternatives. The EAN Project
 

will assist the Directorate of Agricultural Policy (DAP) and its
 

Staff Economist Group to assess the implications of policies
 

effecting the agricultural sector. This effort will also provide 

direction for agricultural research required for analysis by this
 

group so as to ensure improved policy formation and implementation.
 

The EAN will serve as a catalyst to (1) focus the effort of the
 

already considerable on-going Pakistan research program on the
 

economics of agriculture to policy-relevant issues: (2) enhance the 

capabilities of individuals and institutions to cond,;cL 

policy-oriented research, and (3) establish a framework by which the
 

informational needs of policy makers are known to and used by
 

agricultural economic researchers in providing research results.
 

This report will discuss the role of economic analysis in
 

guiding agricultural policy directed research and wil identify the 

kinds of informational needs required to formulate sound 

agricultural policies. We then suggest the ways and means by which 

policy inform,'it Lon requ i rements shou .d set p r Ior it.ies ror ti! 

research program and liow tlhe results or research are rel.ated to 

policy decisions.
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Role of Economic Analysis
 

It is important to distinguish between data and information in
 

the research process (Reimenschneider and Bonnen 1979). Data are
 

the empirical representations of reality. While raw data often
 

represent a quantification, we must recognize that qualitative
 

descriptions or facts can also be important data sets. Examples of
 

data are yields of a particular crop, the amount and kind of seed, 

fertilizer or other inputs used on that crop and the procedures by 

which inputs are supplied and the products are marketed. These 

pieces of knowledge may be interesting to the student of 

agriculture, but they are of little use to decision makers in and of 

themselves. In particular, data must be analyzed and interpreted in 

order to be processed into information which is useful to policy 

makers. 

Creation of information requires the researcher to have 

knowledge of the decisions faced by the decision maker. The form or
 

structure by which the data are organized (analyzed, interpreted)
 

make them useful. What types of data are collected should be defined
 

to a large extent by their anticipated use (Skold and Lybecker
 

1985). For example, crop yields may be compared according to
 

variety, cultural practice, farm size, tenancy status and a number 

of other parameters. Similarly, yield data maviy be cons [dered il 

conjunction with input use and cost Items and organized into an 

estimate of production costs and returns per unit of land. These are 

useful pieces of information for decision makers choosing among
 

alternative crops and techniques of production for a specific crop.
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Just as many data sets are processed into informa-ition, the 

results of economic research are merely anotlier set of 'dat;i for 

policy analysis. The results of research too may be of interest to 

students of agriculture, but in their original form they are of 

little direct use to policy formulation. The role of the policy
 

analyst is to analyze, interpret and translate research results into 

a form useful to the policy maker. Just as tht researcher must know 

of the decisions being faced before capable analysis and 

interpretation of data can provide relevent information, the policy 

analyst must know of the policy decisions to be considered before 

research results can be brought to bear as information about policy 

options, alternatives and consequences. 

Agricultural decision makers, whether farmers or policy 

makers, operate in an uncertain environment,etc. (Timmer, Falcon, 

and Pearson 1983). Basic agricultural production processes are 

biological in nature and are affected by a number of uncontrollable 

and unpredictable factors. Unlike manufacturing processes which 

involve specific and often precise coinbLna tioins of factors to 

produce a product, combinations of inputs and the relation between 

the amounts of inputs used and the level of production is not nearly 

as exact for agricultural production processes. Because basic 

agricultural production is variable, sectors which provide inputs to 

and receive the products from this sector must also be capable of 

operating in an uncertain environment.
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The uncertain character of agr[cultural processes also make 

the information required for taking policy decisions difficult to 

predict. While a long-term policy emphasis can be taken, such as in 

a 5-Year Plan, progress towards those targets must be continuously 

monitored and adjusted as in annual development programs (ADPs). it 

must be realized; however, that it will be impossible to anticipate 

all of the informational needs of policy makers in writing annual 

plans. Consequently, many day-to-day decisions must be made on the 

basis of information at hand. One. of the more important functions 

of the DAP staff economist group will be to provide immediate or 

short term policy analysis with whatever information is available 

for the use of MINFA decision makers. 

Policy relevant research programs require development of 

knowledge about the basic structure and functioning of the 

agricultural sector. Research results must be adaptable and 

flexible to meet a variety of anticipated and unanticipated needs. 

For example, if costs of production are to become a basis for 

establishing commodity price policies, structurally defined cost of 

production estimates are an anticipated need. Even if a sudden 

shift in price or availability of a critical input to the production 

process requires a speedy policy response, the sane cost of 

production estimate used to establish price policy under the 

previous economic conditions can still provide useful information 

for evaluating the consequences of various new policy alternatives. 
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The policy analyst is often posed with "what if" kinds of 

questions. For example, "if the price of fertilizer is increased by 

10 percent, how would the amount of use of such fertilizers be 

effected? and what would be the likely effects on farm income, 

cropping patterns and total production?" The policy analyst is more 

often asked to anticipate the consequences of a particular policy 

before it is implemented than to analyze the impacts of a policy 

after its implementation. While the latter exercise is a useful for 

gaining a perspective, the focus of the policy analyst tends to be 

always forward. Researchers can evaluate impacts and relate the 

lessons learned to the policy analysts aind decision makers. Policy 

analysis tends to answer questions whereas economic resea-rch both 

answers and asks questions. 

The policy analyst should avoid advocacy of any particular 

policy but should clearly specify and analyse the range of policy 

options available. The results of economLc research, translated into 

a report by the policy analyst should be rehoga Izen as heing only 

one input into the policy decision. The formulation of policy is 

the result of the poLitical process. Therefore, policy analysts and 

researchers conducting policy related research should not be 

discouraged if the political decision making process seems at times 

to ipnore their inputs of Lnformatton. 
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Irc is important to remember that policy-directed economic 

research is guided by the information needs of the policy maker. 

Priorities are set by the decisions to be taken. While much of the 

broad-based informational needs of policy makers can be anticipated, 

many decisions must be taken on short notice in response to some
 

unexpected change in events. Thus the policy directed research
 

program must be specific to the anticipated needs but also be 

sufficiently flexible so as to b.e able to provide information for an 

analysis of policy options in cesponding to unanticipated changes in 

the environment. It is the role of the policy analyst to take the 

results of economic research, together with rigorous analysis and 

interpretation in order to provide information useful to the policy 

maker. 

All policies which have impact on the agricultural sector are 

not initiated by MINFA. Policies of other Ministries often have 

profound effects on the agricultural sector (Nobe 1982). This kind 

of external impact is clearly recognized in the National 

Agricultural Research Plan (Pakistan Agricultural Research Council, 

1985). In like manner the policy analysis conducted under the 

direction of MINFA must pay careful attention to the analyses of 

policies initiated by other agricultural agencies which have 

implications to agriculture, particularly in cases where the 

Ministry is asked to comment. Therefore, the agricultural policy 

analyst must also have results of research which considers the 

impacts of the policies of other Ministries on the agricultural 
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sector so that these policies can be evaluated together with those
 

being proposed and/or implemented by MINFA.
 

Anticipated Economic Information Needs. 

Because all requests for specific pieces of economic
 

information cannot be anticipated and prioritized, it is necessary
 

to have a program of long-term, broad-based research which provides 

information about the basic economic relationships within the 

agricultural sector and between agriculture and other sectors. 

Indeed, attainment of the goveLnment's goals or objectives in the 

agricultural sector requires the identification and understanding 

of these fundamental economic relationships. Agricultural policies 

generally have the objectives of addressing measures to increase the 

outputs of the agricultural sector by either expansion on the 

intensive or extensive margins, (e.g. adding more inputs per acre or 

adding more acres). However, the implement-ition of these policies 

must take into consideration the impacts of change on the 

distribution of income, both within the agricultural sector and 

between agriculture and other sectors. Consequently, the stability 

of food supplies, prices and incomes is important. Similarly, 

agricultural policies may also address concerns about the 

nutritional status of all spectrums of the population (Tolley, 

Thomas, & Wong 1982; Timmer, Falcon and Pearson 1983). 

Given these conce-rns or objectives of agricultural poLicy, 

research to describe and quantify the basic economic relationships 
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important to the agricultural sector should be given priorily. The 

policies in place on anticipated will tend to affect these basic 

relationships. They involve the linkages between policy variables 

(prices, income transfers, regulations) and their immediate and 

secondary impacts. Understanding the basic economic relationships 

requires knowledge or economic information about the relation
 

between economic, financial and institutional variables and (1) the 

consumption of agricultural products, (2) the production of 

agricultural products, and (3) the effectiveness of the marketing 

system which links production to consumption and provides inputs to 

the production sector in response to technical and/or policy induced 

changes (Timmer 1984). 

It is necessary for the policy analyst to gain basic 

understanding of the agricultural economic system through 

consumption-production-marketing research, because these are the 

same categories around which policy analyses will be directed. That 

is to say that impacts of policies AiLL be assessed in terms of 

their consequences to consumers and producers, and on the marketing 

system. Further, the cost implications of policies to the governmeut 

(Finance Ministry) will also be a subject to be addressed in policy 

analysis.
 

The three areas of basic economic research discussed above -­

(a) consumption, (b) production, and (c) marketing -- form the core 

of any policy directed economic research program. Research results 

from each of' these areas can be anticipated to be data and/or 
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information needed by the policy anaLyst. lurLlcr , at any given 

time, special research studies on matters of importance to 

agriculture can also be anticipated and thus become a part of the 

core research program. Generally, these special studies require 

conducting additional research that can be carried out in 

conjunction with the basic consumption-production-marketing research 

efforts. These anticipated pieces of information or types of 

analysis are called (d) special anticipated research studies in this 

paper's attempt to classify a basic, policy-directed economic 

research program. 

Still other topics which policy analysts are asked to address
 

cannot be anticipated. They become identified on short notice,
 

require immediate implementation and cannot await the results of
 

long term research. These efforts should be targeted by (e)
 

problem-solving research and analysis by the existing and/or planned
 

staff resources of MINFA.
 

Research which can be anticipated (categories (a) thru (d)) 

can be called to the attention of those directing policy-oriented 

research by the Advisory and Steering Committees. However, special 

problems requiring the immediate attention of policy analysts and 

researchers (category 'e') cannot be antic[patd. Therefore, it 

would be futile for an Advisory Com'nktee to even attempt to 

estlab li:sh an agenda for such re;ea rch. The rese7arch agend:a for 

these shorc term studies must be deternined by the lINFA decision 

makers as their immediate need for economic information may dictate. 
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The EAN Project must reserve a portion of its research budget to 

meet these unanticipated staff problem-solving research and analysis 

requirements of the Ministry. 

Consumption Information: It can be anticipated that
 

agricultural policy analysts will need knowledge of the
 

relationships between the prices of agricultural commodities and the 

quantities of those commodities consumed. Consumption should also 

be related to income in the aggregate; as personal income per capita 

increases, its effect on the quantity demanded of each commodity is 

necessary information for the policy analyst. In addition to the 

price - quantity relationships, other factors affecting the 

quantities consumed such as trends in tastes and preferences are 

also important pieces of information. 

Research to identify and quantity the nature and shape of the 

demand function for a given commodity should also attempt to include 

the cross-price elasticities for other important consumption 

substitutes, supplements and complements. That is to say, if the 

price of wheat to consumers is increased by 15 percent, not only 

will the policy analyst be interested in i-ts impact on the quantity 

of wheat consumed but also may be asked to determine whether 

consumers will substitute other starches (potatoes) for part of the 

wheat in their diets and whether the demand for wheat is directly 

linked to the demand for a complementary food; e.g., butLer. 
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In addition to the aggregate relationships between prices and 

quantities demanded, demand analyses across important sub-groups
 

(e.g. different income levels, rural versus urban, etc.) of the 

population can also be anticipated to be useful information. The 

same is true for price elasticities and cross-elasLicities of demand 

within income groups. Further, the income elasticities revealed by 

examining consumption in relation to different levels of income
 

among the population are also important research outputs for the
 

policy analyst to use in responding to policy issues.
 

Production Informition: As for consumption, the relation 

between prices and aggregate supplies of the various commodities
 

must be estimated and continually updated. Supply responses result 

from both price and technological factors. Input prices as well as 

output (its own and any substitute commodity) prices are 
important.
 

Thus, if the price of wheat is increased by 15 percent, knowledge of 

the basic economic relationships of supply will let the po.icy 

analyst consider (i) the effects on wheat supplies, (ii) the impact 

on the supply of products likely to be replaced (on the margin) by 

wheat, (iii) the implications to the demand for inputs used for 

wheat production; e.g., seed, fertilizer, threshing services, and 

(iv) how farm income is effected.
 

It can be expected that separate studies of the important 

purchased input subsectors will also be needed. Specification of 

the aggregate demand for fertilizers, chemicals, etc., by crop would
 

also be in the data set needed by policy analysts. And some
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attention to the elasticities of input supplies will be important 

because supply functions for agricultural commodities are infLuenced
 

by the input supply functions.
 

Disaggregations of the production sector wiLL also be 

required. Basic data for micro-level analyses of agricultural 

production or cost of production estimates by crop, size of farm, 

technology applied, water source, and tenancy status will be of
 

interest. These cost of production estimates should be developed on
 

a consistent basis between locations and among farming systems. Use
 

of consistent methodology for making cost of production estimates 

permit evaluation of the macro implications of changes predicted at 

the micro-level. Thus, the consistency requirements include 

comparable assumptions in developing the cost of production 

estimates and in assigning aggregation weights associated with each 

important sub-aggregate.
 

Cost of production estimates, together with the structural 

characteristics for each sub-aggregate, will provide the data base 

needed for the policy analyst to consider the impacts of any 

proposed policy change on each type-of-farm subaggregate. For 

example, the policy analyst can use tile results of such research to 

respond to proposed or ant:ici,pa ted changes In rh(:e: , Inpu t 

Sul)plies, and/or technolosvical practices. Given the approprilate 

sub-aggregates, the distributional aspects of policy variables can 

also be studied by the researcher as input for analysts in assessing 

the impacts of policy options. 
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Marketing Information: The marketing system links production 

and consumption. Agricultural policies may be directed toward 

improvements in the marketing system, or imay imply changes in the 

marketing system because of targeLed poicy ciIllgaes in elither til 

production or consumption sectors. As wt.h production and 

consumption research, basic policy-reJated marketing research will
 

also include both micro and macro studies.
 

Micro marketing research will include research on the extent 

of direct household consumption of agricultural products, household 

purchasing patterns for commodities, and farm storage, 

transportation, and marketing practices. Marketing research must 

also provide information on movement of commodities through 

marketing channels. Cost of storage, handling, transportation, and 

processing at each stage should be considered in relation to value 

or price differentials so that the net profit margins can be 

rationalized with the marketing margins. The risks assumed by each 

agent in the marketing process should be evaluated as well because 

profit is in part a reward for risk taking. 

As with the production and consumption research, basic 

marketing research results become data and information for policy 

analysis. The policy analyst will use the results of such studies 

to prepare position papers and impact reports that quantify for 

policy makers the benefits and consequences of alternative courses 

of action. 
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Special Ait[cipaLed Research Stidles: Pol. icy makers can oten 

anticipate topics which are beyond the scope of the core 

consumption-production-mnarketinp research programs but which may 

require considerable research attention as well. For example, Tle
 

Ministry of Water and Power and the provincial governments are 

presently considerLng policies tr, increase cost sharing by farmers 

in the operation and maintenance of the irrigation delivery system. 

An analysis 
of the ability of farmers to pay, and the impact of such
 

cost sharing arrangements on farm incomes, crop mixes, the supplies
 

of agricultural. products, and 
on the use of other inputs will
 

require much of the same data as described for production economic 

studies. Yet, in a special study, the focus of researcl is on a 

specific problem (e.g. , the alternative was and means to effect 

increased cost sharing by farmers of providing irrigation water).
 

It is important that the policy analysts identify and direct such 

research so that questions posed about the consequences to the 

agricultural sector of such policy initiatives by the Ministry of 

Water and Power and the implicati.ons for t;e direct implementa tion 

by the provinces can be evaluated. The pol icy analyst is then in a 

position to provide information to policy makers about these policy 

changes at both the federal and provincial levels that will be 

useful to both agriculture and irrigation agencies. 

Staff Economic Research and Analysis of
 

Unanticipated Issues and Problems:
 

The consumption, production, marketing and special studies
 

research suggested above becomes in the aggregrate the basic
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economic research component of an economic analysis network in that 

the results of such efforts can be anticipated to be beneficial to 

most policy analysis. Because not all policy analysis needs can be 

anticipated, however, the policy analyst can e.\pect to require 

special problem-oriented research studies addressing speci fic issues 

within a much shorter time-frame than is usually available for the 

basic research component. However, the research conducted under the 

consumption, production and marketing research programs and from
 

special anticipated special studies may serve as a starting point 

for most staff economics research.
 

For example, the MINFA Secretary has recently requested that 

a short-term special study be made of the poultry sector to serve as 

a foundation for examining future policy options. If the long term 

research programs discussed in the preceding section were presently 

operational, data for cost of production and supply analysis would 

already be available through the production studies. The consumption 

research would provide data for the demand analysis. And the
 

marketing studies would provide information on the marketing stages 

and processes and their effectiveness. Had such information been in 

hand, the policy analysis group could have responded via preparation 

of an in-house staff report. 

Sinre such data are only IN p,'Lr prI ,;entl.y ava ilable, ihe DAP 

Director will instead have to provide direction to a group of 

researchers commissioned to conduct a special short-term research 

study of the poultry sector. Clearly, such short-term staff
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research studies cannot be prioritized by advisory commitLees as 

they cannot be anticipated far enough in advance for inclusion in a 

basic research component. Conceptionally, the DAP does have the 

option of producing such information "in house" or by commissioning 

a special study by other researchers. In many cases, however,
 

"farming out" a short term staff research study is the only viable 

option. The DAP and his staff must therefore be intimately famil.iar 

with the current state of the art in agricultural economic research 

and with the expertise of the various contributors to the discipline 

so that (1) the decision of whether to do the analysis "in-house" or 

to "farm out" the study can be made, and (2) who to commission for 

the study if the latter option is selected. If a team of researchers 

is commissioned ro conduct a special study, (e.g the above mentioned 

poultry study,) they would be expected to ut[lize the results of 

available research to the greatest extent possible and to gather 

additional data sufficient to meet the Ministry's request for a
 

specific policy analysis within the required time frame. 

The results of such a special study could be used as either 

(a) input for the policy analyst or (b) as a special policy staff 

paper that would stand on its own. If option (a) is selected, the
 

results of the special problems study would be used by the policy
 

staff to prepare a briefing paper on the consequences and 

implications of policy alternatives. If the (b) option is used the 

special study report would be released as a special policy staff 

paper that could stand on its own. (Such a paper would be very
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similar to some pre-determined special studies envisioned under the
 

basic research component in terms of format and content--the basic
 

difference would lie in the duration of the study effort).
 

Categorizing and Prioritizing the EAN Research Agenda
 

The Special Economic Analysis Advisory Committee (SEAAC) for
 

the Economic Analysis Network Project has endorsed a preliminary
 

"Program of Research Studies for Policy Analysis in Agriculture"
 

(See Appendix 1). This program includes a tentative list of
 

proposed research studies to be carried out under the EAN Project. A
 

second list provided includes additional studies which might be
 

taken up by other specific interested research-suppliers and 

research-user institutions. By placing these lists of anticipated 

research information needs into the framework of bAsic economic
 

research needed to provide policy relevant data (as outlined above),
 

a partial prioritization of the long-term research progiam for the 

EAN Project can be suggested. This can be done because many of the
 

proposed research studies identified by the advisory committee on
 

their two lists do correctly anticipate the kinds of basic research 

results required for policy analysis. 

The Core Economic Research Agenda: When the proposed studies 

are reclassified in this manner, advisory and steering committees 

are more likely to make useful value judgements of priority, the 

agenda adopted should result in reduced duplication of effort and a
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more desirable balance in the level of effort in each category could
 

be achieved. These proposed long-term studies were re-classLfied as
 

follows (See Appendix 2 for a complete listing):
 

Consumption Research: Tim research studies listed are: 

-- "Projections of the long term demand for food 

commodities" up to year 2000", and 

-- "Price forecasting model for essential commodities"; 

and 

-- "A study of food supply management..." 

These three studies are key components of the basic economic 

research program needed to analyze the economics of food 

consumption. The demand projections would be based on those factors 

effecting the demand schedules and shifts in demand schedules for 

important commodities. The demand analysis research would consider 

both the own-price el..-i;tic[tl,'s as well as cros; - clasL -il.i, of 

demand for each commodity. Projections to the year 20()0 shouldl 

properly consider food consumption patterns among various 

socio-economic groups of the population and projections of the 

proportions of the population falling into each group.
 

Producl on iR e:;,:irchl: S.vr;il 1of th propo;e( resea rch 

studies for 1985-86 fall under the category of anticipated 

production economic research required for policy analysis: 

-- "Application of fertilizer to important imajor anti 

minor crops by size of farm and mode of irrigation";
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--	 "A study of yield responses to various levels of 

fertilizer application especially on wheat and 

rice"; 

-- "Impact of mechanization on productivity and 

employment by farm size, tenure and economic
 

assessment of various levels of mechanization";
 

--	 "Comparative study of crop yields and cost of 

production of progressive and traditional farmers"; 

--	 "Study of farm productivity by size and tenure and 

estimation of domcstic resource costs for major 

crops 

--	 "Impact of price policy on croppLng patterns and 

farming systems - estirwltion of short, medium and 

long term price elasticities of supply for major 

crops 

--	 "A comparative study of the movement in input and 

support prices and impact on productivity";
 

--	 "Net impact on transfer of resources between 

agriculture and non-agriculture sectors on the 

income of small farmers"; and 

--	 A studv of des[rable NP r-itios for different crops 

on the basis of farm size, tenural status, 

irrigated/ barani conditions and other relevant 

factors. 

Basic data for each of these studies should involve a uniform 

and 	 updated system for making comnmodiLty cost and return estimates. 

These cost and return estimates, togetlher witL tLhe structural 



20
 

parameters of the agricultural production sector (numbers of farms 

by size, tenancy group, degree of mechanization, mode of irrigation) 

form the basic production economic research anticipated for use in 

policy analysis. From data used to derive structurally defiad cost 

and return estimates, fertilizer response studies, credit 

availability and productively studies, mechanization studies, and
 

supply response studies can be conducted.
 

It should be apparent that where direct relationships and
 

joint data needs are involved, several of these proposed studies
 

could be cimbined in a cost-effective manner.
 

Marketing Research: Falling under the basic economic
 

research in marketing required for policy analysis are:
 

--	 "Examination of the post-harvest system of major 

crops for minimizing losses, reducing handling 

costs, and evolving an improved grading system"; 

--	 "Study of marketing margins of selected crops in the 

context of farming systems and ecological zones"; 

and, 

--	 "A study of trade, price and institutional policies 

for procurement, processing, marketing andl export of 

perisliable cornod ItiLes". 

These kind of studies encompass a bare minimum core research 

programs for marketing research in direct support of agricultural 

policy analysis. Anything less would result in a severe gap in the 

marketing information base. 
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Studies such as those listed above Linder the consumption,
 

production and marketing research categories will almost always
 

appear on a proposed list of policy directed research studies to. be
 

conducted by agricultural economists. This is obvious as economists 

are required to provide knowledge of the basic economic 

relationships of agriculture. However, such studies cannot be done 

once and be expected to be relevant for all time. For example, as 

consumer tastes and preferences, income, and price of food items
 

change relative to the prices of other consumption items, the demand 

analysis will have to be periodically updater!. As technology, 

production patterns and structural characteristics change, analyses 

of farm level impacts and supply responses will also require 

updating. Marketing research will have to be continuously updated 

as the mix of publi:- and private sector involvement changes, as 

technologies in food handlj ng and processing change', and as farmers 

adjust their marketing strategies. 

Because these studies can be anticipated to be of continuing 

relevance to policy analysis, the EAN project should give priority 

to a system of research to provide this basic economic data set and 

to keep it updated. 

Just as the requests for research analysis [i these areas can 

be anticipated, the primary data needed to condu:Ct the research can 

also be anticipated. Rather than conducting special surveys or 

gathering primary data necessary to complete every analysis, the EAN 

should seek to establ. ish a data system which wi.I.I resu t. in tho data 
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bank necessary for these analyses. The institutionalization of such
 

a data generating system would be one of the more important
 

contributions of the EAN project. With an institutionalized data
 

generatLing system, researchers conductlig the analysis and
 

interpretation of the data can (a) avoid te need for primary data
 

collection in many cases and (b) perform their research in a more
 

timely manner. Further, pol.icy analysts and researclers will not be
 

faced with the insecurity of reaching incorrect conclusions because
 

of good analysis of questionable data.
 

Special Anticipated Research: Several items appearing on
 

the lists of proposed research studies and additional research
 

studies do not fit under the headilngs of anticipated basic reseirch
 

needs in the consumption, production and marketing economics
 

categories. Nevertheless, they have been identified to be of
 

concern to policy makers and are posed as specific emerging policy
 

issues. Among such studies on the current agenda are:
 

--	 "Price and Import Policy of Seed: Constraits in 

production and distribution of important seeds in the 

public and private sectors"; 

--	 "Effectiveness of pest control measures and policies 

with a view to adoption by small farmers"; 

--	 "Estimate of private investment in agriculture during the 

Sixth Five Year Plan by broad categories of capital 

assets"; 
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--	 "Constraints to the development of cooperatives in the 

country in the light of examples of successful 

cooperatives in other countries, specially fariing
 

cooperatives and marketing cooperatives of perishable
 

commodities";
 

--	 "Evaluation of different models of extension services in 

terms of effectiveness and cost, including the impact of 

communication media on agricultural production"; 

-- "Capital formation in agriculture"; 

-- "Impact of agricultural research on agricultural 

production: 

- by program
 

- by institution
 

- by specific areas of R&D"; and 

-- "Prospects for agro-industries in the Seventh Plan 

period".
 

Most of these listed studies may be "one shot" research 

efforts, partLcularly if whoL. Lstic or :omprehensive effor:s arc. 

anticipated. These studies will likely vary, however, in the 

duration of the research effort requir(d. if it develops that such 

issues remaLn as contlnulng concerns regarding a.gricultural policy 

for a longer period, they should then be added to the appropriate 

category of topics uider the long teurn or (:re program of polley 

directed research. For example, the extent of private investment it: 

agriculture, particularly if concentrated in tihe agr tbusiness area, 
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may emerge as a continuing structural dimension issue. If so, this 

topic should become an additional. aspect of continually updated 

studies in the marketing research category. 

Another special research topic already indentified by several
 

interested parties in the government and donor agencies is that of 

water pricing. While not on the list of topics initially endorsed by 

the Advisory Committee, it is known that the World Bank is requiring 

the GOP, through the Ministry of Water and Power and the Provinces, 

to deve.lop and implement plans for additional cost sharing as a 

conditional precedent before its financing of such projects as Canal
 

Rehabilitation, On-Farm Water Management and Command Water 

Management projects can proceed. These measures will have 

arc concernpronounced impacts on farmers and thus areas of policy 

for the MINFA as well. For example, policy researclhers and analysts 

will need to address the implications of various cost sharing 

schemes on the ability of farmers to pay, effects on farm income, 

the crop mix, and demands for other inputs. These impacts can 

furthermore be expected to vary between and within provinces. 

Research and Analysis of Current Issues and Problems: While 

the specific topics in this inportant component of the EAN Project 

cannot be anticipated, it should be recognilzed that soie of its 

resources must be reserved1 [or responses to specffic MINFA requests 

for current problem solving research and analysis. At the same time,
 

it should seek to develop the capabili-ies of the office of the DAP 

and its Staff Economist Group to respond to such requests. The most 
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immediate example of a short-term study is the recent request from 

MINFA's Secretary for a staff report on the economics of the poultry 

industry. Once the Staff Economists Group becomes fully 

operational, such requests for analysis will ideally become a major
 

recurring "bread and butter" function of DAP. In responding, they 

will (a) draw upon the results of completed research add/or (b) 

utilize the expertise of established specialists as identified by 

the EAN in order to prepare briefing papers and staff reports on 

specific policy issues within the specified time frame in which 

current problem issues must be addressed. Given the time-element, 

such studies cannot be prioritized by st:lndig commit Lees. Ratlher, 

this priority making is solely dependent upon the analysis input 

needs of the MINFA leadeship. 

Linkage of the EAN Project to Other 

Agency Research and Policy I;forts 

Many of the intermediate and long-term research topics listed 

by the EAN Advisory Committee are already included in the ongoing 

programs of research of such agencies as the Pakistan Agricultural 

Research Council and/or commissioned by the AgricuLtural Prices 

Commission or the Central Planning Division and, Ln some cases, 

directly by a donor agency such as the WorLd Bank. The EAN Project 

should avoid developing parallel or duplicate research programs. 

Rather, it should seek to join forces with these complementary
 

sources of research support and management.
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When the research programs underway by other agencies appear 

to be proceeding to provide the data necessary for policy analysis,
 

the EAN project can add support when needed and otherwise monitor
 

the progress and the results. If the research programs are still
 

evolving, a joint effort by the EAN with other GOP research
 

generating agencies would serve to provide the best possible data
 

collection schemes and policy oriented research analysis of these 

data. The results of such joint research efforts would be a cost 

effective approach to providing the data needed by policy analysts 

to respond to continuing MINFA requests for information about policy 

options and the consequences of these actions. And, equally 

important, this joint effort approach would be a critical first step 

in institutionalizing an agricultural economic data generating and 

analysis system that w)uld likely continue beyond the relatively 

short time-frame of the EAN project. 

There may be several cases in which special topics identified 

for special long term research have already been conducted. For 

example, it came to the attention of the authors that the Punjab 

Economic Research Institute (PERI) is in the process of completing a 

major study on mechanization. Before launching another Independent 

study on mechanization, the EAN should cominissLon the PERI 

researchers to prepare a special. hri.e fing pajper refeLin, I.1m 

current state-of-knowl edge iabotL Lie merihanizaLthIIn t;;sue. Kr;w;,, 

upon this information, the FAN agenda can be directed toward the 

remaining gaps in knowledge, if any. Such a study should also be 

brought to the attention of the World Bk nk which is also in the 

process of commissioning a mechanisatLon study. 
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Similarly, just as the research program directed by the EAN 

activity must be reconciled with other producers of policy oriented 

research, the needs of the other research users must also be 

considered. For example, many policies which effect the 

agricultural sector are initiated by the Ministry of Water and 

Power, the Ministry of Trade and Industry, the Ministry of Finance 

and other GOP agencies (Nobe 1982). Further, many of the policies
 

set at the national level rely on Provincial Governments for
 

implementation and still others (e.g., water pricing) fall totally
 

within the domain of Provincial Governments for initiation. It is
 

important that the FAN effort attend to these linkages as well.
 

Concluding Comments 

While a large program of research for the EAN project has bcen 

suggested, the authors are encouraged by (a) the large reservoir of 

talented economists potentially available in Pakistan to engage in 

agricultural economic policy-oriented research and (b) the 

considerable economic research output they have already produced. 

Even so, due to limits of time and budget, the EAN Project will 

likely have to set some internal priorities. Rather than 

recommending a specific priority ranking for the core research study 

components already suggested, given a-r limited perspective gained 

during this short-term assignment, we instead will recommend some 

criteria for use by advisory and steering committees for 

establishing priorities within time long-term core research program. 
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These criteria are: (I) give immediate attention to major
 

commodities which are the targets of government policies; (2) seek
 

to augment the research programs of agencies already working to 

supply policy oriented research, making joint efforts where 

practicable; and, (3) give early attention to developing research 

and analytical abilities within provincial line agencies so that
 

their capabilities to conduct their own staff analysis of province
 

unique problems is established. Finally, we urge the MINFA to 

recognize the necessity for retaining the responsibility for setting
 

the priorities for research and analysis directed to unanticipated
 

problems and issues -- priorities for items in this category are
 

dete.rminable only by MINFA's need to take policy action within a
 

short time frame.
 

In spite of our limited perspective, we nonetheless will 

provide a rank ordering of three types of policy-oriented research 

and analysis (even though we recoguize that some effort in all three 

areas will be necessary and likely to be accomplished). In our view,
 

first priority should be given to addressing short-term special 

problems as directed by the MINFA Secretary. It will be the ability 

of the DAP Director and his Staff Economist Group to effectively 

respond to these research and analysis requests that will establish 

and maintain their credibility. Second priority should be given to
 

the suggested core research in the areas of consumption, production 

and marketing. Attention given to these research areas will form the 

research capital base which is necessary for effective response to 

the first priority studies over the longer term. 
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As a third priority, any residual budget can be directed to 

the special long-term research category items, as identified by the 

Advisory Committee and the EAN/Staff Economist Group. As a final. 

caveat, we would simply note that, as in all protessiona]. endeavors, 

it is not the quantity of policy directed research and analysis that 

really matters; it is the quality of the product and its application 

to key agricultural policy decisions that is of primary importance. 
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12. 	 Examination of post-harvest sy,,tem of major crops 

for minimising losses, reducing handling 	costs
 

and evolving 	 an improved grading system. 

long term demand for food
13. 	 Projections of 


year 2000.commodities upto 

14. 	 Study of marketing margins of selected crops
 

in the context of farming systems and
 

ecological zones.
 

and wral DeveoOen:for Acriculti'-'eInstitutions 

of Cooperatives in the 
.15. Constraints to development 

the light of examples of successfulcountry in 
farr.ingcount:ics speciallycooperatives 	 in other 

and marketing cooperatives oz perish­cooperatives 

able comm odities. 

extension16. 	 Evaluation of different models of 

and cost, includingof effectivenessservices in teY-is 

mo--dia on agric.lturathe impact of corLmunication 

production.
 

17. 	 A study of trade, price and in;titational rolicies
 

, proce sinq , rarket ina
: for procurement 

and export of/Pcrishable codiis. 
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ADVISORY COrITTEE ON POLICY ANALYSIS 
IM AGRICULTURE 

TERTIS OF REFER-NCE 

'I. 	 To develop Agricultural Rese-rch Progrmme 
and 	supervise its implementation.
 

2. 	To fix priorities of the rescirch studies on
 

the basis of the proposals received from
 
various Provincial/Fedcdral egencies ind 
Universities 	etc.
 

final
 
3. 	 To review the/results of the R- search St.dies. 

4. 	 To recommend br"rn to strengthen the resenrch 
institutions.capability of vorious public & private 
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APPENDIX 2
 

CLASSIFICATION OF THE SEAAC APPROVED LIST OF
 

STUDY TITLES BY CONSUMPTION, PRODUCTION, MARKETING
 

AND SPECIAL STUDY CATEGORIES IN A LONG-TERN
 

CORE POLICY-DIRECTED RESEARCH PROGRAM
 

Consumption Research
 

- Projections of long-term demand for food commodities upto year 2000. 

- Price forecasting model for essential commodities. 

- A study of food supply management with particular reference to
 

partial provisioning system of wheat in the context of food
 

security and minimum food requirements of the poor.
 

Production Reserxch
 

Application of fertilizer to important major and minor crops, by
 

size of farm and mode of irrigation.
 

A study of yield responses to various levels of fertilizer
 

application specially on wheat and rice.
 

Impact of mechanization on productivity and employment by farm size 

and tenure, economic assessment of various levels of mechanization. 

Constraints in the flow of credit with particular reference to 

small farmers.
 

Comparative study of crop yields and cost of production of
 

"progressive" and "traditional" farmers.
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Impact of price policy on cropping pattern and firming system ­

estimation of short, medium and long term price elasticities of 

supply for major crops. 

Study of farm productivity by size and tenure and estimation of 

domestic resource costs for major crops.
 

Estimate of private investment in agriculture during the Sixth Five
 

Year Plan by broad categories of capital assets.
 

A comparative study of the movement in input and support prices and
 

impace on productivity.
 

Net impact o5 transfer of resources between agriculture and
 

non-agriculture sectors on the income of small farmers.
 

A study of desirable NP ratios for different crops on the basis of
 

farm size, tenurial status, irrigated/barani conditions and other
 

relevant factors.
 

Marketing Research 

Examination of the post-harvest system of major crops for
 

minimizing losses, reducing handling costs and evolving an improved
 

grading system.
 

Study of marketing margins of selected crops in the context of
 

farming systems and ecological zones.
 

A study of trade, price and institutional policies for procurement,
 

processing, marketing and export of perishable commodities.
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Special Anticipated Research 

Price and Import Policy of Seed: Constraints in production and
 

distribution of important seeds in the public and private sectors.
 

Effectf.veness of pest control measures and policies with a view to
 

adoption by small farmers
 

Constraints to development of Cooperatives in the country in the 

light of examples of successful cooperatives in other countries 

specially farming cooperatives and marketing cooperatives of 

perishable commodities. 

Evaluation of different models of extension services in terms of
 

effectiveness and cost, including the impact of communication media
 

on agricultural production.
 

Capital formation in agriculLure
 

Impact of agricultural research on agricultural production
 

- By program 

- By institution 

- By specific areas of R&D 

Price forecasting model for essential commodities
 

Prospects for agro-industries in the Seventh Plan period 


