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Abstract

South-Asia contains 46.4 percent of the poor of the developing world and the large majority
ofthemliveinruralareas.The ruralpoor are predominantly small and landless farmers, the
extreme poor amongsi often them do not have access to food providing minimum nutritional
requirements. The mainsiream thinking, regarding appropriate development strategy for
alleviating poverty in these areas, seems to be veering around 1o the position that both
economic growth and increasing social expenditures to deal directly witly certain uspects
of poverty are needed. This present paper concerns not so much with reducing inequality as
with alleviating poverty. The paper with this end in view examines the income distribution
inSouth-Asian countries. It suggeststhree intcr-related sets of measures 1o alleviate poverty
inSouth Asia : (1) necessity to stimulate the economic growih and ai the same time 10 ensure
that the poor participale in the benefits Jfrom the process of growth; (2) necessity to expond
the social expenditure of the government on the broad-based improvement of the heaiih,
education, sanitation and nutrition of the entire-population; and (3) necessity to ensure
direct measures either to transfer income or Jood (the most basic of the minimum human
needs) or 1o undertake employment programmes, designed for the very poor to provide them
access 10 minimum income.

* Paper read in the Plenary Session of South Asia Repgional Conference of Society for International
Development (SID) held during 26-28 November 1890 in Dhaks, Bangladesh. Published with the permission
oi the author and the approval of the President, SID-Bangladesh Chapter.
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After examination of the economic growth patiernof South-Asia, the author observeshat the
pattern and nature of growlth needs to be broad-based with a bias lowards increasing the
productivity and income of the poor. He suggesis promotion of accelerated agricullural
development, strengthening of rural non-farm activities etc. for such broad-based develop-
ment. The author considers that the technology appropriate to low potential areas ars to be
developed and the resources for investment in 15 low potential areas, with lower rates of
retirn insome instarices should be made avaiiable. The author advocates access tocredit fcr
ihe poor farmers to oblain 1o a greater exent the new technology and inputs. He emphasises
the delivery of inputs and services o the poor. A broad-based rural and agricultural
developmeny strategy requires a decerdralization of the decision making functions including
the mobilization and use of resources at the level of local government, the success of which
is dependent on ensuring an overall democratic environmen:. The allocation of financial
resources fromthe national government to the local government might be tied to the poverty
alleviating programmes of the local government and the independens evaluation and
assessment by the national government of the implementation of the centrally financed
poverly alleviating projects and consequential impact on poverty alleviation.

The author suggests that in the short run two important measures lo improve the conditions
of the poorest section of the population are : (a) a large variety of employment and income
generating labour intensive projects; and (b) subsidized distribution of food 10 the poor.

The consensus scems that there is a need for choice of beth ecoromic growth and measures
designedto deal directly with the alleviation of poverty. The overall framework of economic
+ licy and programmes which promotes labour intensive or employment oriented develop-
men! sirategy skould find a predominant place in policy dialogue between donors and
recipient couniries. The role of external assistance directed towards rural primary health
care and educaiion services, nutritional programmes, infrastructure and rural electrifica-
lion needs to be emphasized.

The Nature and Magnitude of Poverty

South Asia contains 46.4% of the poor in the developing world while its popuiation is 31%
of the total population in the developing world.' The total number of poor in South Asia was
cstimated at 520 million in 1985 accounting for 51% of the population, whereas the number
of the extreme poor is about 300 million, accounting for 29% of the population. Nomore than
3% of the total consumption is nceded to lift the people living in extreme poverty above the
poverty linc whercas 10% of the aggregate consumption is necded to lift all the people living
in poverty (as against cxtreme poverty) above the poverty line.?

In terms of rclevant social indicators characterizing poverty in South Asia, the perform-
ancc of South Asia is below the average for the developing world as a whole. For example,
while the infant montality is 172 per thousand, the average life expectancy is 61 years and net
primary school cnroliment is 74%.?



The iarge majority of the poor in South Asia live in the rural areas; most of them arc
employed in agriculturc or in related occupations, The poor tend to have large familics and
have a high dependency ratio. The poverty amongst children is of particular concern. It is
difficult 1o find clear evidence that women are universally poorer than men but iii terms of
access 10 social services, i.c., health and cducation, and in terms of participation in the labour
force women arc more disadvantaged than men.

The rural poor in South Asiaarc predominantly small farmers and landless labourers. For
example, in Bangladesh 84-93% of the rural population owning less than onc acre of land arc
below the poverty line whereas 68% of the rural population owning between 1.5 and 2.5 acres
arc below the poverty ling.

The rural poor thercfore are veiy poorly endowed with the most important rural asset, i.c.,
land; they also suffer scriously from a lack of access to human capital, i.c., health and
education.

The extreme poor amongst them arc thos: who often do not have access to food which
provides minimum nutritional requircments. Also, since they do not have aceess to pro-
ductive asscts, they cannot benefit from development projects which require a) resource base
to expand production or income, b) substantal physical energy requirements for performing
additional work; and c) personal savir.gs for investment, which might divert initial income
gains away {rom bcing used for acquiring food. The extreme poor not only include landlcss
labourcrs and tcnants who are unable to offer collateral for loans, procurc inputs and take
risks; but also they include women who are heads of houscholds and not allowed to own land.
The assctless rural poor arc heavily dependent on non-farm income. They face a wide range
of contractual arrangements in the labour market characterised by gender segimentation, low
geographical mobility and patron clicnt relationships. Those without any asscts or stocks o
fall back upon suffer most when agricultural ouiput declines duc 1o natural disasters like
floods, dreughts or policy inducex! failurcs in yroduction. They are unable to provide for
uncxpected costs of sickness, death and otiier sociai obligations.

In South Asia, lack of fand and rural malnutrition is highly conclated. In Sri Lanka,
whercas one-third of the fanin households are caloric deficient, amongst the landless caloric
deficicnt houscholds constitute 56%. In Pakistan, encrgy deficient houscholds are larger in
sizc and morc dependent on off-farm carnings. In Bangladesh, in farming houscholds with
less than onc acre, four times as many houscholds arc found to be malnourished than in the
group with morc than one acre. Frequently, in South Asia, high rates of malnutrition arc
obszrvedin the groups with particularly low sharcs of off-farm income as well as in those who
have a high share of off-farin income. Among houscholds withaless specialized, more mixed
income source, thz prevalence of malnutrition is lower.*

The urban poor cither suffer from open uncmployment or werk in the urban informal
sector sometimes with occasional and irregular employment; energy deficicnt houszholds
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frequently belong to such occupation groups as the construction workers and artisans. They
are not necessarily poorer than the rural poor; in fact, in terms of income level, they are beuter

off.

Even though urban incomes are generally higher and urban services and facilitics are
morc accessible, the poor town dwellers on occasion may suffer more than rural households
from certain aspects of poverty such as housing in slums and squatter setdements with severe
overcrowding, bad sanitation and contaminated water. Oficn living in illegal and dangerous
sites, they are subject to forcible eviction, floeds and landslides. as well as chemical poliution.

Obviously with rapid urbanization the absoluic number of the urban poor is rising;
increasingly there are single parent houscholds amongst them. It is estimated that about 20
million urban children may be without families.* Even though the evidence of undernutrition,
cspecially chronic malnutrition, is lower inurban than in rurz; arcas, the children of the urban
poor suffer from a multiplicity of infections causcd by hazardous living conditions and lack
of hygicne.®

The magnitude of poverty in selected South Asian countrics is scen below.”
Table 1

Percentage of Population below the Poverty Line

India (1983) 43
Pakistan (1984) 23
Sri Lanka (1982) 27
Bangladesh (1985-86) 35.9

Poverty Alleviation : Issues and Policies

What is the appropriate development strategy for alleviating poverty in these countries? The
J:erception amongst cconomic policy makers and analysts regarding the appropriate policics
for alleviating poverty has undergone significant changes over the years; in fact, it has
wavered between cconomic growth and redistribution as the potent weapon for assault on
poverty. Daring {e 1960s it was widcly believed that the benefits of economic growth would
“trickle down” to the poor and would reduce poverty. Therefore, concentration on acceler-
ated economic growth was the most effective way of reducing poverty. By the early 1970s.
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the pereeption changed significantly and redistributive measures such as redistribujion of
asscts or direct income transfers to the poor gaincd popularity. As thc 1980s dawned, the dobt
crisis, on the one hand, and the adversc external trade cnvironment, on the other, led te the
pressurc for structural adjustments in many countrics, causing slowdown in cconomic growth
and in the government cxpenditures on social sectors in many developing countrics. In many
cascs, poverty worsened.

The mains*-cam thinking scems 10 be now vecring around to the position that both
cconomic growth and increasing social expenditures dirccily (o deal with certain aspects of
poverty, are needed 1o make a dent in poverty. Morcover, it is now widcly recognized that
not all types of economic growth, but only broad-bascd cmployment-oricnted growth, which
generates income and employment opportunitics for the poor will help reduce poventy.

Economic growth is frequently associated with increasing incquality, unless income
redistribution, specially the redistribution of asscts, is underiaken at the inception of the
growth process. As cconomic growth accelerates, incquality worsens firstand improves onl y
late (Kuznets curve). However, if ir.cquality worscns very considerably, it may morc than
offsct the positive effect of income growth, on poverty and as a conscquence, the latter may
worsen. Income incquality increases in the inital stages of growth because the better
endowed regions in a country as well as houscholds with higher cducation, skills, organiza-
tional and cntreprencurial ability respond 1o and take advaniagc of the growth opportunitics
much faster than others. The demand (or human capital increases fastest and hence those
endowed with human capital gain high increase in income.

The concern, however, in the context of the present paper, is not so much with reducing
incquality as with alleviating poverty. Economic growth is cssental for the reduction of
poverty expressed in terms of percentage of population below the poverty line—mcasurcd
in terms of a level of income or standard of living or command over goods and services. It
is not a sufficicnt condition but, without cconomic growth poverty can not be reduced. How
fast cconomic growth will have an impact on poverty depends on the (a) magnitude of the
growth ratc, (b) the Iength of the period during which growth takes place and (c) the degree
of incomc incquality. With a given growth rate, the higher the uegree of incquality, the lower
is thc impact on poverty and the longer it takes 1o makc an impacton poverty. Inarecent study
of twelve countrics it is shown that roughly the samc percentage reduction in poverty takes
place (about 41-43%) in three countrics cnjoying ratcs of growth varying between 4.4% and
2.7% per year. In the country with the lowest rate of growth in per capita income, reduction
in incquality was the highest and in the country with the highest ratc of growth, there was no
reduction in incquality. In another case, with 4% raic of growth in per capita income, poverty
was reduced by no more than 23% because there was only aslight reduction in incquality and
the growth ratc was sustained for about half the length of period covered in the countrics
mentioncd carlicr. In yet another case with 5% rate of growth in per capita income, i.c., the
highest ratc of growth amongst the 12 cascs, over a period of twenty years, poverty was
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Table 2
Human Development Index and Associated Indicators !

Life Aduls Calories Population  Population  Population
Expeciarcy  Litaracy per capita withaccess  withaccess with access

Human at birth Rate Real GDP per capita % of regq- to Health to safe water lo sanitation
Development (years) (%) Actual PPP $ Log uirements  Services(%) (%)

Country Index 1987 (1985) 1987 1987 1985.87 1985.87 1985.87 1985.87

India 0.439 59 43 1053 3.02 160 - 57 10

Pakistan 0423 58 38 1585 3.20 97 55 44 20

Bangiadesh 0318 52 33 883 295 83 45 46 6

Sri Lanka 0.789 7 87 2053 331 110 93 40 45

Nepal 0273 52 26 722 2.86 93 - 29 2

Bhutan 0.236 49 25 700 2.85 - 65 - -

Low Human 0.116

Dev. Index to

Countries 0.489

Medium Human 0.501

Dev. Index to

Countries 0.79¢

High Human

Dev. Index

Countries 0.996

All Developing

Countries 62 60 1970 107 61 55 32

Least Developed

Countries 50 37 690 89 46 35 20

! Human Devciopment Report. pp 128-131.
The GNP figures are adjusted for national differences in purchasing power.

Since there are diminishing retums in the conversion of income into the fulfilment of human needs, the adjusted GDP per capita figures have been transformed into log arithms.



reduced only by 29% because there was a substantial increase in incqualily of income during
the same period.?

The income inequality in South Asia was !css than in East Asiaor in Latin Amcrica or the
Near East. Forcxamplc, in Malaysia, orin the Philippines the lowest 20% of houscholds had
about 5% of the total incomc of all households and the highest 20% had about 50%, while
the highest 10% had about 33% of income. In South Asia, on the other hand (India, Pakistan,
Bangladecsh), the lowest 20% of the houscholds had about 8% 10 9% of total income of all
houscholds, the highest 20% had about 40%-45% and ihc highest 10% had about 25%-30%
of the total. In Sri Lanka and Pakistan, in that order, there was a higher degree of incquality
than in India and Bangladcsh.

Tablc 3
Income Distribution, 1981 - 1987

Percentage Share of Houschold Income by Percentile

Group of Houscholds

ICP Estimate

of GDP
Country Lower  Second  Highest Higher  Per capita

20% Quintile 20% 10% USA-100

India 1983 8.1 12.3 41.2 26.7 4.5
Pakistan 1986/85 7.8 11.2 45.6 31.3 8.1
Bangladesh  1981/82 9.3 13.1 39.0 249 5.0
Sri Lanka 1985/86 4.8 8.5 56.1 43.0 11.2
Nepal - - - - - -
Thailand - - - - - -
Malaysia 1987 5.6 9.3 512 3438 16
Indoncsia 1987 8.8 124 413 26.5 -
Philippines 1985 5.5 9.7 48.1 321 10.8

Source : World Bank, World Development Indicators 1990. Table 30.

In the light of the past expericnce in South Asia and clsewhcere, three interrelated sets of
measurcs arc required to alleviate poverty in South Asia. First, it is nccessary to stimulate
economic growth and at the same time to cnsure that the poor participate in the benefits from
the process of growth. This will require that growth gencrating policies have a pro—poor
bias. This is a moot question whether under certain circumstancecs, the introduction of bias
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in favour of the poor in growth stimulzating policics may not slow down the rate of growth
itsclf. Sccondly, it is necessary to expand the social expenditures of the government on the
broad-bascd improvement of the health, cducation, sanitation and nutrition of the entire
population; at the same time depending on the exient of poverty and access of the poor to the
social scrvices it may be necessary totarget these measurces towards the poor. Thirdly, in spite
of the above measures, it may take a long time for the very poor, including vulncrable groups
like women and children, to share the bencefits from the process of growth and expanded social
cxpenditres, especially in terms of access to minimum employment, income and basic
nutrition. This requires direct measures either to transfer income or food (the most basic of
th2 minimum human needs), or to undertake employment programmes, cspecially designed
for the very poor in order o provide them access o minimum income. The provision of a
*safcty net’ for the very poor is especially important in view of the fact that fluctuations or
instability of income and employment, including access to food, hit the poorest the hardest.
Attimes there isa sudden loss of income or entitlements as well as shortages and rising prices
of food and, the conscquences are ofien an acute deprivation, fall in nutritionat levels and
cven famines.

Economic Growth in South Asia

The rates of cconomic growti: in the countrics of South Asia since the 1960s have been lower
than in East Asia, Ncar East and Latin Amcrica, as scen in Tablc 4.

During 1965-73 per capita income growth rale was about 1% and was no more than onc
quarter or onc-third of the ratc of growth in other developing regions. Even Sub Saharan
Africa, cnjoycd a ratc of growth in per capita income which was three times as high as South
Asia. However, the rate of growth in per capita income has been accelerated in South Asia
(0 2 - 3.2% in subscquent periods; yet this region until the 1930s grew at a slower rate than
al! the rcgions cxcepting Sub Saharan Africa. The highest growing region during 1965-88
was East Asia with 5.2% growth ratc, and South Asia grew at onc-third of this rate (Table 4).

The countrics in South Asia differed not only in terms of growth rate of overall GDP but
also in terms of investment and savings rate (Table 5).

The relative differences in savings rate were not always reflected in the corresponding
differences in investment rate, implying difference in the inflow of cxternal resources. Also
differences in the investment rate were not always reflected in the differences in growth rate
inincome. This was partly duc to the differences in the productivity of investments which was
especially noticeable, when comparisons were made between the high growth countrics of
East Asiaand South Asia. However, partly the predominance of agriculturc in all South Asian
countrics meant that the relative differences in overall cconomic growth rate did not
necessarily reflect the investment rate; this was because agricultural growth especially in the
smallscale scctor was often duc to non-monctized investment as well as greatly increased usc
of fentilizers or high yiclding sceds which arc not reflected in the investment cstimates.
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Tablc 4
Growth Rates of GNP : 1965-1988*

Per Capita Growth Rates
GNP (%)
Region 1988 1965-73 1973-80 1980-86 1965-88
South Asia 320 1.0 2.0 32 1.8
(3.6) 4.1) (5.6)
East Asia 540 54 44 6.6 52
(1.9) (&.5) 7.9
Sub-Saharan 330 3.0 0.1 -2.8 0.2
Africa (5.9) 2.7 (0.3)
Latin America 1840 4.1 24 -1.6 1.9
& Caribbean (6.5) (5.1) 0.9)
Developing
Europe, Middle
East and North
Africa 2000 56 2.1 08
(1.5 @4.2) (3.2)
Low Income 36 24 4.0
Countries (6.0) (4.6) (6.1)
Middlc Income 4.6 24 0.1
Countrics 6.9) 4.9) (2.5)

* World Bank : World Development [ndicators. April 1990. The base year for the estimates of growth in 1980
constant prices. Per capita GNP is in 1988 prices. Figures within brackets indicatc GDP growth rates.
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Table 5

Agriculiere GDP

Per Capita  GDP Growth Rate Growth Rate Gross Savings Rate Gross Invest. Rate
Country GDP 1988 1965-80  1980-88 1965-80 1980-88 1965 1980 1988 1965 1980 1988

Uss (x % of GNP)
India 340 36 5.2 25 23 15 20 21 17 23 24
Pakistan 350 5.1 6.5 33 43 13 6 13 21 18 18
Bangladesh 170 24 37 15 2.1 8 2 3 11 17 12
SriLanka 420 4.0 43 2.7 27 13 24 13 12 36 23
Nepal 180 19 4.7 1.1 44 0 7 10 6 14 20
Bhutan 180
Thailand 1000 7.2 6.0 46 37 19 22 26 20 27 28
S.Korea 3600 9.6 99 3.0 3.7 8 23 38 15 31 30
Indonesia 440 8.0 5.1 43 3.1 8 30 25 8 22 22
Philippines 30 59 0.1 46 18 21 25 18 21 30 17
Hong Kong 9220 86 73 - - 29 24 33 36 29 28
Singapore 9070 10.1 5.7 - - 10 30 41 22 43 37
Malaysia 1940 73 46 - 37 24 32 36 20 2 26

Source : World Bank, World Development Reports 1983 and 1990. Tables 2 and 3 Appendix.



In all countrics in South Asia there was a necd for considcrable increase in savings rate;
in countrics likc Bangladesh, Pakistan and Ncpal, savings ratcs were very low, compared
with other developing countrics. In th~ fast grow:ng South East Asian countrics there were
cither high ratc of savings in the initial years as were in Thailand and Malaysia, which further
increased over the last two decadces, or very fast increasc in savings rate starting from low
ratcs as was the casc in Indoncsia. In countrics likc Pakistan and Sri Lankd, savings ratc has
been relatively stagnant over the last few decades. In Bangladesh there was a significant
decline. What was nceded was not only an increase in savings rate but an increased cfficicncy
of investment in all countrics, if growth was to be accelerated.

Expericice of the post war period in both developing and developed countrics, confirms
two factors arc crucial to promotc that among the factors promoting a high level of efficiency
of investment; (a) allocation of resources in response (o price signals of a compctitive market
cconomy and (b) adcquate scope for private initiative and enterprisc (o own, manage and use
productive resources in response o profit incentives. The state has a vital role Lo play in the
lcga' scuting and regulatory framework within which the market functions; it must cnsurc the
enforcement of contracts in ecconomic transactions, the maintcnance of law and order, and
safcty of privatc property forestall as well as regulate the emergence of monopolistic forces
in the cconomy. 1t nceds to intervene through indircct control as well as cirect participation.
Privaie and social costs and returns dilfer duc to cither the presence of externalitics or high
risks and uncertainty. The private enterprise often tends to underestimate the future returns
or overestimates the expected costs in the presence of risk and uncertainty.

The precisc naturc of the governmeat’s role either i implementing indircct controls or in
dircct participation in thc cconomy not only varics from country to country but also changes
over time. In the South Asian countries, private enterprisc in trade and small rural activitics
had along historical tradition. Therefore, direct statc cnterprise tocompensate for the absence
of private cnterprisc in these sector was not necessary cven in the carly stages.

In the light of the past cxperience in this region the time has come (o reasscss the role of
the state in promoting economic dcvclopment in South Asia. In many instances the
government overstretched itself in arcas where private enterprises could play the major role
while some of the csscntial functions of the government were performed incfficicntly or
inadcquatcly. The cssential functions were the design and implementation; of macro-
cconomic policy, including an appropriate tax policy or its implcmentation, investment in
physical infrastructure, like transport and communications; or in rescarch and development
for the gencration and diffusion of wcchnology; investment in social overhead capital such
aseducation and health facilitics. Anefficicntand carcfully focused govemmentinicrvention
in these areas has acritical rolc to play in promoting growth in the South Asian countrics. The
issuc was not whether the size of the government was Lo be reduced and whether big
government is necessarily bad govemment. The challenge was to determinc the optimnum size
and range of functions which thc govemment could perform most efficicntly. Efficicncy
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rather than idcology was to be the main criterion. On the other hand, indiscriminate
privatization lcd to privatc monopoly, with all its incfficiencics and adverse income
distributional conscquences, privatization in ficlds of activity or in regions where the private
scctor was not as yet developed, i.c., in high risk or innovative aclivitics, was undcsirablc,
Morcover, a hasty privatization of activitics formerly performed by the government created
problems of transitional adjustment as well. The specd and nature of privatization as well as
the implementation of appropriate policy measures to cnsure an cfficicnt and compelitive
privalc cnlerprisc, in many instances, lagged behind.

In the East Asian countrics rapid economic growth did not take place in the context of a
laissez-faire government policy; cfficient and sclective government intervention in the
allocation of resources was widcly practiced by the East Asian countrics. Sccondly, the
controls and interventions were used broadly to facilitatc or cxpeditc the operation of the
market forces rather than oppose or obstruct them. For cxample, they picked so-called
“winners” providing them with state assistance: the government sclected industrics or
economic activitics for providing them with various measures of statc assistancc such as
subsidies, import protection and export credits. Wherever mistakes in sclection were made,
they werce quickly remedicd and the next sctof activitics or prioritics were chosen, which in
the judgement of the government held high prospects of success. Thirdly, the dcgree and
nature of interventions were changed or relaxed, in responsc to changing circumstances; for
shift from import substitution to Cxport promation took place as circumstances warranted on
grounds of cfficicncy and growth.

Onc arca in which the South Asian govemnment extensively intervened was foreign trade
and cxchange rate policy. However, thesc interventions werc not very well chosen; more
importantly thcy were not efficicntly implemented and adjustments in policics and program-
mces were not made rapidly cnough in responsc to changes in circumstances. This created
incfficicncics and led to misallocation of resources: morcover, impori substitution strategy
was carricd on further and for a longer period than was nccessary; adversc cffects began to
accumulate; vested interests developed and the burcaucratic controls were too entrenched to
permit subscquent changes without major frictions between pro-rcformers and anti-reform-
crs?

Directing Growth Process in Favour of the Poor
As swdied carlicr, cconomic growth is a necessary condition (or reducing poverty but the
pattern and naturc of growth nceds to be broad based with a bias towards increasing the
productivity and income of the poor.

There are two ways in which a pro-poor bias in the growth process can be introduced - one

is 1o promotc a broad bascd development, which is highly labour intensive and makes
efficicnt usc of asscts which the poor have. For cxamplc, in agriculture it will imply an
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increascd productivity of the small farmer on the one hand, and on the other hand, an
cxpanded employment opportunity for the landless labourers in farm or in non- farm
aclivitics. In South Asian countrics cven though the share of 2griculre in GDF is on the
decline (in Pakistan, India, Sri Lanka, it is around 30-35% of GDP), it is still a predominant
source of cmployment and income in the rural sector. Furthermore, a predominant proportion
of the population of these countrics live in therural arcasi.e., 70 - 80% of the population. Also
thc major sharc of employment in the rural arcas is provided by agriculture.

The first step in the direction of promoting a broad- bascd development, thercfore, was
accelerated agricultural development.A sccond sct of measurcs was necded so that the
growth proccss was 1o have significant impact on poverty. These measuresincluded a greater
access for the rural poor to land and other asscts and inputs.

Agricultural progress would not only improve income and cmployment in the agricultural
scctor, but also contribuie to overall development in South Asia, through interscctoral
linkages between agriculture and the non-agricultural scctor through consumption as well as
production, both forward and back ward, linkages. This was cvidenced by the expericnce of
the fast growing agricullural regions in South Asia, i.c., Punjab in India and Pakistan as well
as arcas within Bangladcsh, where the Green Revolution spread widely.

The non-farm sectors which responded strongly Lo agricultural growth in the firstinstance
were usually the trade and services scctors, both of which were highly labour intensive, and
had a favourabic impact on the cmployment of the poor. The strength of consumption and
production linkage depends, amongst others, on such factors as the abolute level and growth
ratc of per capita income in agriculture, which determincs both the volume and structure of
dcmand.

The access to technology, infrastructure, credit, training and cxtension elc., as well as the
degree of competition which local industrics, both houschold and small scale, face vis-a-vis
the products of the urban industrics, determine the degree and magnitude of the response of
the rural non-farm activitics to the demand stimulus originating in the agricultural scctor. The
availability of transportation 2nd communication facilitics detcrmines not only the extent of
markct dispersion but also the degree of interlinkages between villages and towns or semi-
urban arcas.

The lessons of the spread of Green Revolution in South Asia in the recent past are as
follows : Because of an increasing pressurc of population on land, growth in agriculture was
mainly duc to yicld-increasing technological change. In the regions and for crops which
bencfiited from new technology, higher farm profits accrued toall producers including smail
farmers. Increased production led Lo an increasc in demand for agricultural labour as well as
for purchased inputs, markcting and transport scrvices which in turn expanded employment.
At the same time, increascd consumer spending out of the higher proiits fucled the demand
for rural trades, scrvices and consumer goods. Real rural wages tended to risc or at least did
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not fall in spite of the increasing population. Workers migrated from the poerer areas to take
advantage of the expanding income and employment opportunitics in the growing arcas.

Under conditions of South Asian countrics, where domestic prices were often ef] fectively
delinked from world prices, increases in production resulting from technological change
tended to keep real output prices down or at least prevented them from rising in the face of
increasing demand. As the process of import substitution was completed, increased produc-
tion tended to lower prices with favourable impact on the low income consumcrs, cxcepting
where farm price support programme, held prices up and resulted in large publicly held
stocks of food grains.

In India, between 1965-1966 and 1970-1971, as increased production replaced imports,
there were substantial gains in farm profits and income in the rural sector. As additional food
grain had to be absorbed domestically, priced tended to fall; thus gains in increased
agricultural productivity were transferred 1o consumers. Employment in agriculture grew by
about 20% during the 1960s and 1970s despite low food prices; with an increase in
employment the total wage bill expanded. Despite a drastic shift in the distribution of rural
income from wages 10 profits in the carly part of the Green Revolution, i.c., the late 1960s,
rural income distribution was remarkably stable for the period as a whole. A fall on money
wagces was not [ully offsct by a fall in food prices. The cffect of adversc wagec trends on the
rural poor was, however, partially alleviated because of ar increase in agricultural cmploy-
ment; the poor also gaincd from increascs in non-agricultural incoine.®

Asin India, so now in Pakistan and Bangladesh, inregions where agricultural growth was
sustained at a high rate for sometime it helped alleviate rural poverty.' This was beczase the
Green Revolution technology was in gencral labour demanding or absorbing; ecven when
mechanization took place, increased labour intensity, on the onc hand, and employment
expansion associated with the processing, marketing and distribution of increased oulpul, on
the other, continued to cxpand the absorption of labour.

The GreenRevolution did not evenly spread across al) regions in the South Asian countrics
nor across all crops. This centainly produced large differentials in regional income growth,
The lagging regions or the population engaged in producing crops which did not cnjoy
technological change did not share in the gains, cxceptin so far as they benefitted from lower
consumer prices and cxpanding employment opportunities in the growing region.

Agricultural growth in South Asia until now was concentrated in well endowed and high
polential regions, with favourable agro-ccological characteristics. Some of these regions not
only had a high-density of population but also a high proportion of the poor. If poverty in the
low potential areas was 10 be alleviaied, two pronged mcasurcs were necessary. First, the
technology appropriate to the low polcntial areas was to be developed; a wider range of
activities, including an appropriate combination of crops, livestock, and forestry projects
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were nceded 1o be promoted. The resources for investment in the low potential arczs, with
lower rates of rcturn in some instances, should be made available as the growth in high
potcntial arcas would gencrate surplus [or investments. In the short run there was going 10
be a trade off between growth in the high and low potential arcas. Morcover, in the long run,
migration from the low potential to the high potential and fast growing regions should
contributc (o the alleviation of poverty. Emphasis on human capital formation in low
potential arcas, as well as development of infrastructure was likcly to facilitate outmigration.
The rolc of infrastrucwre is crucial in the diffusion of technology, in the diversification of
agricultural outpul, in increasing cropping intensity, specialization and diversion of labour
amongst various rural arcasand villages in vicw of enlarged markeling opportunitics has been
cmphasized in recent years,'?

Enlarged Access (o Assets, Inputs and Credit

South Asian cxpericnce confirmed that neither farm size nor type of 1enancy was a scrious
constraint on the adoption of ncw sced varictics. Although different rates of adoption by farm
siz¢ and tenancy were obscrved, within a few years of introduction, lags in adoption duc 0
sizc or tenancy usually disappeared. In most cascs, however, small farmers, for cxample as
in Bangladesh, used as much as or cven a greater quantity of modern inputs per hectare such
as fertilizer and irrigation watcr than the case with the large farmers. Falling behind in the
adoption process was not nccessarily bad since it actually permitied a small farmer to avoid
risks of carly adoption.

The Green Revolution in certain instances, however, led to a transfer of land from the
tenants and sharecroppers 10 land owners for sclf-cultivation. With increasing profitability
of cultivation in somc arcas, forcxamplc in Pakistan (Punjab), sclf-cultivation by owners was
encouraged but the result was thai the farm size incrcased over time. Tenant cultivation
declined sharply during the Green Revolution and continued to decline at a slower rate until
thc mid-1980s in Pakistan."

Two other factors facilitated the decline of tcnant farming. First, the subsidized mecha-
nization incrcased the usc of tractors and other capital intensive echnology; tractors made
large farms less dependcent on the wage labour or tenants. Land ceiling or tenancy legislation
either did not cxist in Pakistan or was incffective. Sccond, the change in land/tenant
legislation in 1959 and 1972 also accclerated the decline of tenant farming. The land-tenancy
laws became increasingly unfavourable 1o the land owners; it was less profitable and/or more
risky for them o rent out their land. ™

Any significant redistribution of land in South Asia was notjound fcasible politically. The
political forces in favour of such a redistribution could not bc mobilized. Laws passed
remaincd unimplemenied; loopholes were abundant and difficult toavoid. A greater security
of tenurc was, however, ur~cnt; the possibility of a successful implementation of such a
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manocuvre was somewhat greater than was the case with land redistribution, Land laws
which prevented women from owning lana independently of husbands, were needed to be
changed. The common property resources like grazing land, Yorests, and village watcr
supplies which provided an important source of income and food for the very poor were
increasingly privatized. New institutional arrangements such as village level management of
common property resources were yel to be devised. As employment opportunitics, both farm
and non-farm, expanded and as the organization of the agricultural labour force, encouraged
by the spread of rural education took place, the implementation of whatever legislation was
possed i this regard was likely to be facilitated.

Access to credit is crucial for the poor farmers to obtain greater access to new technology
and inputs. The assetless poor if provided with credit without any collateral, could gain access
to non-land, income gencrating assets such as livestock, trees, and irrigation equipment as
well as inputs for increased production, both farm and non-farm. The access to credit could
enablc the poor farmers to obtain ownership of and control over irrigation equipment like
tubewells and small pumps for the suppiy or sale of water to fellow farmers. Again, the poor
can borrow to own and manage livestock cither for the supply of milk or for hiring out their
services as draft animal for cultivation. The poor Yorrowers could breed poultry and sell their
products. The creation of asscts—the nature, pattern and magnitude of such assct creation or
the delivery of the appropriate inputs to the very poor depend on the needs and characteristics
of the poor in a particular sitation. Innovative approachcs are called for.

In this connection mention might be made of the largest scheme of this type in South Asia
which was the Integrated Rural Development Programmc in India. This programme made
grants and loans at below market rates of interest (o about 30 million rural houscholds over
the last ten years or so. The loans were disbursed by local officials on the basis of eligibility
criteria related to average houschold income. Given the poor state of data and given the
possibility that the local officials could manipulate the eligibility of borrowers, the scheme
kept the door open for corruption or misdirection of resources to the unintended beneficiaries.
An identification of the poor by means of such clear indicators as the size of holdings or
location in disadvantaged regions might have worked beter.

Grameen Bank in Bangladesh and similar credit institutions elsewhere in South Asia,
demonstratcd that the poor farmers when organized into groups, had achicved under “pecr
pressure” not only a much higher rate of repayment than the big farmers, but also they not
only were willing and able to pay high interest rates and made at the same time an efficient
use of credit facilities. The cost of supervision and management, including the organization
of groups amongst the borrowers and the training of often illiterate rural poor in the operation
of the credit mechanism was very high; a certain amount of subsidy to the cost of
administration of small loans could not be avoided. What was needed was not only a close
supervision but also a strict enforcement of contractual liabilities and obligations involved
in loan transactions.'s
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The provision of credit to the rural poor to endow them with income eariiing asscts
requires for its success, as the Indian experience indicates, a number of preconditions. The
supply of asscts must be adequate or should be capable of being increased rapidly in response
toincreased demand created by the availability of credit. Second, complementary inputs and
servicesto cnable a productive usc of assets—augmented through credit, should be provided.
Third, the flow of the outputs/scrvices yiclded by the assets shouid conform to the structure
of rural demand, otherwise the resulting imbalance between the structure of demarii and that
of supply would results in losscs, non-repayment of credit and eventual collapse of the
programme. In many instances in the IRDP in India, credi provided for the purchase of
bullock could not be used because the supply of bullocks was inadequate; there was not
sufficient feedstuff or adequate pastures for the buffalo and there was no corresponding
growth in marketing and distribution scrvices for the sale of milk or other products.

So long as the overall ammount of credit supplicd and the percentage of the rural poor
covered by the scheme were small, the individual borrowers might be able to identify, on the
asis of their own asscssment, the appropriate asscts with adequate income eamming capacity.
This was the case with the Gramceen Bank. However, if, a massive, large scale credit
programur.  wastobelaunched, asinthe case of Indian IROP, itis necessary to ensure through
public action at the level of local government, the identification of a strcam of productive
income gencraling project, so that they are mutually supporting in terms of supply of
complementary inputs, on the onc hand and expanding markets for cach other’s oulputs, on
the other.

The delivery of inputs and services to the poor threugh appropriate targeting was not only
difficult to accomplish becausce the benefits tended to be deflecied to the non-poor in view
of the latter’s political power; but also frequently there were very high transaction costs in
dealing with a widely dispersed large number of individuals, each requiring a very small
amount of scrvices or inputs. If the poor got together in order to provide economies of scale
as well as to gain bargaining power, the transaction costs and lcakages in the delivery system
could partly be scaled down. Similarly, at the initial stages of introduction of new technology
such as fertilizer nr pesticide, when the high cost new technology was not yel mastered by
the farmers and the risks were high in terms of low or uncertiin retumns, a subsidy for a
temporary period might be nceded. The argument that a subsidy once introduced could not
be reduced or climinated was not valid as the recent experience of South Asian countrics
indicated. In this context what was most important wastocnsurc an abundant supply of inputs
and credit at the market price or at the opportuaity cost of inputs; once scarcity developed,
the rationing was incvitable and the poor were likely to losc. It was not casy to prevent the
rich and the powerful from preempling resources for themsclves through their dominance or
influence over the delivery system and the administrative or implementation machinery.

Also, a broad bascd rural and agricultural development strategy required a decentraliza-

tion of decision making functions or authority, including the mobilization and usc of
resources, atthe level of local governments. However, in order for decentralization involving
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people’s participation to succeed, it was necessary 1o ensure an overall democratic environ-
ment in which multiple parties with free press, free and fair elections and fieedom of
association are allowed 1o function. In other words, a system of representative, democrati-
cally functioning local governments can not cffcctively survive in an cnvironment in which
the national government was not based on democratc practices and institutions. In some
South Asian counirics where authoritarian national governments introduced local govern-
ments based on local level clections, it was easily subverted and made to become a part of
the overall, national authori:arian process.

Questions have been raised, however, whether the decenuralization of the decision
making process in resource allocation and development activities, would not strengthen the
hands of the rural clite vis-a-vis ihc rural poor. Itis argucd that in the national political arena
there are countervailing forces to offsct the power of the rural clite, for example, the urban
industrial and tradirg classes, the urban middle classes as well as the industrial workers,
whose interests do not coincide necessarily with those of the rural clite. Also at the national
level, if the agricultural workers arc organized, they arc able to gain some influence on the
national decision making process. After all, as of now, the poverty alleviating measures have
mostly becn prometed by ihe national governments. Also the representatives in the national
government who are elecied from a rural region or district, have an incentive to offsct the
power of the rural clite in the same region; they compete with the lacal clite for winning the
voles in the rural region in order 10 get clected 1o the nationa! government; they have,
therefore an interest in promoting mcasures which help the rural poor. So, as long as the
distribution of the principal rural assct, i.c., land, which deterininzs (o a large extent the
distribution of the rurai political power, is unequal, what is necded is 10 gencrate as much a
plurality of political forces as possible at all levels, local and national. Furthermore, the
allocation of financial resources from the national government to the local government,
might be ticd to (a) the poverty alleviating programmes of the local govemment and, (b) an
indcpendent cvaluation and assessment by the national government of the implemenation of
the centrally financed poverty alleviating projects and conscquential impact on poverty
alleviation.

The Crucial Role of Social Expenditures :
Access to Health, Nutrition and Education

Poverty has many dimensions. A lack of access to income and food are very important but
not the only aspect of poverty'6 A lack of access to health, nutrition and education facilities/
scrvices which are both important components of welfare and of human capital formation
constitute the other dimensions of poverty. These different dimensions of poverty synergis-
tically interact with each other.

Access to food docs not improve nutrition if not accompanicd by access to health and
sanitation facilitics. A lack of access Lo pure and clcan drinking watcr, availability of latrincs,
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facilitics for sewerage or for disposal of wastes from both human and animal are important
factors in the determination of morbidity. The capaciiy of individuals to derive adequate/
optimum nutritional valuc from the consumption cf food, depends on the health of the
individuals. At very low levels of food intake, and increase in food intake has a significant
impacton improving nutritional status mcasurcd by anthropometric indicators such as weight
and height by age, but beyond a certain level its impact is circumscribed by lack of access o
health and sanitation scrvices.

An incrcase in income for the poor causes an incrcase in decmand not only for food,
clothing, shelter, transport and tradc-related scrvices but also for health and education
scrvices. At the same time, an increased access 1o health, santtation and cducation facilitics
not only improves welfare but also cnable individuals to make an cfficient usc of the income
earning and the productivity cnhancing opportunitics epencd up by the growth in income.

However, the health and eduction services in responsc to increase in individual demand,
if they are to be provided through the market mechanism, will have to wail a long time until
the income of the poor rcaches a very high level. The divergence between the privale and
social costs or benefits, especially in the provision of primary cduction and health care,
juslifics a very promincnt role for public or stale action.

There is nocvidence of a positive and strong relationship between the indicators of social
development such as infant mortality, lifc expectancy, literacy or primary school cnrollment,
on the ~nc hand, and the levels of per capita income, the other. The indicators of social
developiment arc positively related to the availability of health and educational services. The
latter is in iurn a function of the level of public expenditures on these services. Furthermore,
amongst the developing countrics, per capita level or share of social services in public
expenditures in different countrics are not very closcly related to the level of per capita
income.

There were countrics which had attained high levels of income or achicved high rates of
economic growth, but did not undertake large public cxpenditures on social services; again,
there arc others who preciscly did so. At the same lime, they were those amongst developing
countrics which waitcd unuil they had achiceved high rates of growth or levels of income,
before they decided to undertake large public expenditures on health and education especially
dirccted towards the poor.

Education, as cvidenced in South Asian countrics as well as clsewhgre in the developing
world, contributes to increascd productivity of labour by the growth of skills, and entrepre-
ncurial ability at all icvels. The small farmers, when educated and endowed with skills of
numecracy and literacy, have higher productivity; they can usc and managc inpuls morce
productively and respond to the opportunilics - the market and technological opportunitics
- morc elfectively. This is also truc of small non-farm cnierpriscs such as rural and urban
trading and scrvices, including thosc in the urban informal sector'7
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Education gives workers mere scif employment options and enables them 1o choose
amongst beticr alienatives. Sccondary and technical education contribute greatly to the
development of small scale, widcly diffused, non-farm employment including industrial
enterprises.

Even thoughit s truc that primary education for the landless labour in South Asia does not
lead 1o their increased productivity on the farm, on which production decisions are taken by
farmers and not by the workers, it still nonctheless improves their prospects of higher income
by enabling them to seck alicrnative opportunitics or employment, both rural and/or urban.
They can make effective use of resource6 placed at their disposal, for example, credit for
financing sclf employment in various non- farm activitics in the rural aseas.

Similarly, the improvement of health has an impact on productivity, mostly for the very
poor. The greater physical capacity for hard work is often constrained by lack of adequate
food and nutrition. During peak agricultural scason, requiring hard work for harvesting, for
example, adequate food intake has a significant impact on productivity and wages. Also in
year-round agricultural operations, it has been found that for casual agricultural workers,
there is a cluse relationship between energy intake, nutritional status and real wages!'8

One singular aspect of the access to social services in South Asia is a very significant gap
between males and females as shown in Table 6 . Except in Sri Lanka the gap between sexes
in terms of Literacy Rate and access to primary and secondary education is very significant.

In the South Asian context the interrelationship between poverty and population is
important at both the household and national level. A large and growing population makes
the task of financing and managing expenditures on health, education and nutrition, difficult,
especially in view of their severe resource constraints.

A number of measures are necded to expand the access of the poor to health, education
and nutrition. There is a nced for increased public expenditures in social sectors in all of the
South Asian countrics. This requires a redirection of priorities in public expenditures,
including a recxamination of the heavy burden of military expenditures. This issuc cannot be
entirely divorced from forcign policy and geopolitical considerations including the prospects
of future regional cooperation.

Secondly, there is the question of priorities for the allocation of rescurces between public
expenditures on human capital formation, on the one hand, and physical capital development,
on the other. Even if it is accepted that human capital formation piomotes in the long term,
and often indirectly, increase in productivity and growth, in the short tesm a larger allocation
of resources 1o social services may dampen growth. A heavy burden of social expenditures
in a stagnant cconomy can not be sustained for long. On the other hand, the higher is the level
of income in the later years, the greater is the amount of resources which can be made
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available for expenditure on social services. At higher levels of income and investment the
short term dampening cffect of social expenditures on growth of increased social expendi-
tures is less severe.

In recent years, the several, South Asian countries have increased public expenditures on
social services. (Table 7). Sri Lanka nas been in the forefront in according high priority to
public expenditures on social services. However, Sri Lanka at the time of independence in
the Late 1940s not only had a per capita income which was alrcady higher than that of the other
countries in South Asia, but also a higher Icvel of secial development in terms of educalion,
nutrition and health standards. This was duc to a higher level of government expenditures
during the pre-independence days, which was continued in the subsequeiit period as well. At
the same time, the per capita income growth during the immediate post-independence period
was as high as 2.2% during 1960-1970 and 2.5% during1970-1980. It has been argued that
the improvement in social conditions which took place in this period was partly duc to high
level of govemment expenditures on social scctors and partly to growth and income '

Was economic growth in Sri Lanka during the 1960s and 1970s sacrificed for high social
expenditures? Inother words, if social expenditures were lower, would the resources so saved
have been invested dircctly in physical investments, i.c., infrastructure, agriculture, and
irrigation, ctc? During this period, however, there were other factors apart from behind the
high burden of social expenditurcs, which were considered harmful to the process of growth.
The macroeconomic policies including forcign exchange rate policics and domestic invest-
ment policics were considered by many to be unfavourable to growth and efficiency. In fact,
onc could even suggest as mentioned carlicr, that the high level of social expenditures by
contributing to the formation of human capital excrcised a favourable impact on growth - in
fact, might have offset the adverse effects of inefficient policics on growth and conscquently
on poverty.

The relative burden of social expenditures on the budget was evidenced from the fact that
during 1960-66, expenditures on the social sectors, including food subsidy, constituted 12%
of GNP, during the next period, i.c., 1967-1973, the percentage averaged at about 10%.
Subsequently, it dropped to about 9% and 6 -7% respectively during the late seventics and
early eighties respectively®

From 1977 onward, policics were changed; a greater emphasis on growth was placed and
social expenditures were cut down. At the same time there was some improvement in
macroeconomic policics including exchange rate and pricing policics; also therc was a very
largc inflow of cxternal resources which led to acceleration in rate of investment and incomc.
Even though growth was accelerated in the post-1977 period, the favourable effects of
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Tablc 6

Male and Female Groups
(Female as % of Malcs)

Literacy Primary Secondary

Rate Enrollment Enrollment
Country 1970 1985 1950 1985  1986-88 1986-88
India 100.3 43 51 50 72 54
Pakistan 100.0 37 48 28 55 42
Bangladesh 98.6 33 b)) 39 84 46
Sri Lanka 106.1 81 91 90 97 110
Nepal 97.6 13 31 5 45 31

Soarce : UNDP, Human Development Report 1990, pp 144-145.

Table 7
Expenditures on Social Sectors

Private Primary
Expenditures Education
Health on Health Education Expenditures
Expenditures (Per capita Expenditures (% of to1al
(% of GNP) PPP §) {as % of GNP) education exp.)
Country 1986 1985 1986 1985-88
India 0.9 26 34 433
Pakistan 0.2 200 2.2 40.2
Bangladesh 0.6 - 22 39.1
Sri Lanka 1.3 6.6 3.6 93.5
Nepal 09 - 28 357
Bhutan - - - -
Low Human Dev.
Countries 08 42 32 43.2
(excl. India) 0.7 15 31 430
Medium Human
Dev. Countries 1.5 118 4.0 438
(excl. China) 1.5 - 43 49.7
High Human
Development
Countrics 4.6 82.5 5.1 34.1
All Developing
Countrics 14 7.1 39 41.1
cast Developed
Countries 0.9 - 33 46.2

' Human Development Report, 1990, p 148.
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incom: growth were not adequate o offsct or compensate the adverse cffects on poverty,
resulting from a reduction in social expenditures, including food subsidy. During this period
the per capila calorie consumption declined for the sccond lowest decile of population while
it increzsed for the highest decile. The latter was able to offset the adverse effect of the fall
in food subsidics by a high ratc of growth in their income. Thus, it is now increasingly
recognizcd that, in order 10 combine growth with poverty alleviation, it is nccessary
combinc an increased cfficiency of usc of resources, both public and private, with policics
and programmcs designed to increase employment and income for the poor as well as
cnhanced targeting of social cxpenditures towards the poor?®

First, each country must decide on an appropriate balance between social and investment
cxpenditurcs keeping in mind that at the extreme there is an important tradc off between
growth and poverty reduction. In most countrics of South Asia the balance so far has been
titled against social expenditures.

Sccond, there is the need for increased efficiency in the use of resources within cach of the
social sectors, i.c., education and health, cic., with a view to cnhancing their impact on the
poor. In the health scctor there is the nced for a shift in cmphasis away from curative health
scrvices, mosty concentrated in the urban arcas, towards preventive health and primary and
sccondary health care servicces, particularly in the rural arcas, which have been neglected in
the past. In the cducation sector, the required shift is from expenditurcs on higher cducational
institutions in the urban arcas (o rural primary and sccondary cducation as well as technical
cducation, in both rural and urban arcas. South Asia, as comparcd with East Asia, spent
rclatively larger amcunts in higher cducation vis-a-vis primary cducation; consequently East
Asia had litcracy rates as well as levels of enroliment in primary and sccondary cducation
higher than in South Asia. Also, the pressurc of uncmployment amongst those with higher
education was much greater in South Asia. The need for a redirection of the social
expenditures towards the poor docs bring into clear relicf the possibility of conflict of
intcrests between the poor and the non-poor.

Third, the appropriatc mcthod of financing education, health and nutrition scrvices nceds
carcful considcration. This intum is linked up with three interrelated issuesi.c., (a) the degree
of decentralization to the local government for financing and implementation; (b) relative
rolc of public and privalc cnlerprisc; and (c) exteni o which these services, particularly the
specialized healthservices and higher educational institutions catering to the reeds of the rich
or the non-poor, arc 10 be paid for by the beneficiarics. For example, in scveral South Asian
countrics in the past, privale cnterprisc with assistance from the governent played an
important rolc in the provision of both primary and sccondary cducation. In somc countrics,
such as Bangladesh, the government recently embarked on a large scale “nationalization™ of
primary and sccondary schrals, which resulted in a greatly incrcased burden of the
government budget. However, this is not todeny thatin the provision of cducation and health
scrvices, particularly primary cducation and health services the public action should play the
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most predominant rolc. In fact, the role of local governments in the provision of such services
is crucial in terms of both mobilization of resources as well as effective participation of the
beneficiaries in the design and implementation of such services.

Direct Poverty Alleviating Measures for the Poor

The two scts of policics enunciated before, i.e., (a) a broad based cmployment oricnted
development straicgy which involves the poor in the growth process, and (b) increased social
expenditures directed towards the poor, are not cnough to improve the conditions of those
who arc very poor. In this latter catcgory are included those whose wages and income adjust
very slowly or those who arc unable to take advantage of the growth opportunitics in the short
or medium run or those who are located in distant, unproductive and low potential arcas.
Except the aged, sick and disabled, most of the poor arc expected in the long run to participate
in the growth process through participating in income and employment gencrating activitics,
but in the short and medium run they may be left behind; in the interim, therefore, other
measurcs are necded to alleviate their poverty.

Twoimportant additional measures are required in the short run to improve the conditions
of the poorest section of the population, while the process of cconomic growth, through its
direct and indirect linkages, works out its long run beneficial effects. They are (a) a large
varicty of employment and income gencrating labour intensive projects such as physical
infrastructure, roads, excavation as well as drainage, repair and maintenance of irrigation
schemes, construction of market towns, with associated physical structures, water supply,

clectricity, ctc., and (b) subsidized distribution of food 1o the poor.

A question has often been raised as to how far the poverty alleviating measures can be
narrowly targeted towards the real poor. How costly, both administratively and financially,
the Largeting schemes are as compared 1o the non-targeted schemes? Morcover, even when
largeting may be more cost effective it may be less sustainable politically. It has been argued
that the poverty alleviation schemes which bring benefits to the non-poor, ranging from the
dircct participation in an imperfectly targeted scheme to extemnal benefits associated with or
guaranteed by such a scheme, is often pelitically more feasible. This is because schemes with
wider coverage often permit the formation of political coalitions which mobilize support for
them. For example, the benefits from the asscts created by a public works project such as
roadsor irrigation canals can be far morc widely distributed than the wages of the participants.
Again the participation in public works projects is potentially open to anyone willing 10
accept the required conditions of cmployment. Today's well-off farmers or landless labour-
ers could be tomorrow s target groups because of a decline in income or employment. The
potential participants in public works programme are therefore larger than the actual
participants atany onc time. Many who do not participate in such schemes may still valuc the
insurance benefits of such a scheme.
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Among a few successful well targeted poverty alleviating measures is the Mahrashtra
Employment Guarantee Scheme in India. 2 It provides cmployment to the unskilled manual
labourer on small scale rural public works projects such as roads, irrigation facilitics and
reforestation, cic., at wage ratcs which arc at par with the prevailing agricultural wages. It was
introduccd in the mid-1970sand itexpanded to reach an average annual cmploymentof about
750,000 persons during the period 1977-1983. By 1984-1985 growth of cinployment
amounted to 180 million person day«. representing 3% of total rural cmployment. It was
variously cstimated that the scheme alleviated three-quarters to one-third of the extent of
uncmployment amony landless or near landless houscholds in 1977-1978. During 1978-
1979, a survey indicated that 90% of the workers participating in the scheme were living
below the poverty line, whereas in the state as a whole, only 49% of rural houscholds were
below the poverty line. The mean income of the participating houscholds was found to be
20% below the poverty line, while 53% higher than that of the same classes of rural poor who
did nen participate in the scheme. The wage bill for the employmeni scheme has typically
represented 70% o 80% of the govemments® total expenditures. Excluding the forcgone
camings of the workers, their net gain was 50% o 60% of the wages they reccived.

An evaluation of the Maharashtra Employment Guarantee Scheme indicated that the
proportion of the poor in the state declined faster than expected on the basis of initial
conditions in the State and the rate of growth of its income.

The scheme not only raised the average camings of the workers over the course of the ycar
but also provided a greater stability of income. It had the potential as an effective famine
prevention measurc; in fact it could serve as an early warning of impending food shortages
or famincs. It improved the (unctioning of labour markets by reducing wage differentials
between sexes and cthnic groups.

The guarantee of cmploymeunt helped 1o mobilize the rural poor as a political force. The
scheme was funded by taxc: on the urban rich who did not resist the increased tax burden
because they felt that the scheme kept the rural poor from migrating to the city, thus
overburdening its physival and social infrastructure, and the overcrowded slums. Several
questions were, however, raiscd about the scherac; one related to the claim that a dispropor-
lionate share of the cxtra benefit emana.ing from the projects (i.c., roads, buildings, soil
conservation, reforestation, irrigation, deainage, cic.), went to the rich and this was an
important factor behind the wide politcal support for the scheme. Second, the recent
requircmeni that wages paid should be equal to the statutory minimum wage, whilc in private
cmployment legal minimum wages were often avoided, was expected to increase excessively
the financial burden of the scheme by divening the unemployed away from private
cmployment to the more altractive emplceyment opportunitics under the scheme. Third, the
productivity of the assets created by the scheme was likely o be kept low, to the extent that
labour inputs tended to be maximized and inadequate provisions were made for non-labour
inputs. Roads without adequate provision of culverts and, bridges etc., did not last long.?3
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Another well known employment scheme for the poor in South Asia was the Food-for-
Works Program in Bangladesh. This was introduced in the mid-1970s and had grown
considerably over time. During 1987-1988 one-hundred million days of labour were
employed on this scheme. The scheme organized employment for wages paid in kind, on such
projects as construction and maintenance of roads, irrigation, drainage, and embankment
projects, etc., and was successfully targcted towards the poor. While 25% of the rural
households had per capita income of Taka 1500 during 1980 - 1982, 60% of the houscholds
who participated in the scheme came from this income group. Seventy-five percent of the
participating houscholds were landless or had land less than half an acre whereas for the rural
population as a wholc the proportion of landless labourer was only 45%. Scventy percent of
the food aid usced to finance Bangladesh’s food for work project was disbursed to the
participating workers. Of the wages reccived S50% 10 60% were nct gains accruing to the
participants after deductions were made for forcgone earnings.

The bencfits of a rural public works project also included indirect effects which expanded
employment opportunitics might have had on rural wage ratcs or other camings from
alternative rural activitics. Both the schemes in India and Bangladesh tended to keep up the
level of agricultural wage rates. The assurance or guarantee of employment as provided under
the Employment Guarantee Scheme in India, played arole inenhancing the bargaining power
of the agricultural workers. There were also possibilitics for using public works projects as
vehicle for enhancing the skills of the rural poor.

The employment schemcs for the poor, as analyzed above, provided for a sclf sclection
of participants who were very poor and were in scarch of employment. This minimized the
possibility of leakages, of direct benefits going to the non-poor. Also the chances of missing
the target group were very small. If the targeting was to be based on such poverty indicators
as the size of land holdings thc implementing agency would have been provided with
considerable discretion in the selection of beneficiarics; this could have opened the possibi-
lity of corruption and lcakagcs.

The [ull devclopment potential of long-term cmployment and income gencrating pro-
grammc as described is often constrained by the need to provide a maximum of amount of
cmployment for unskilled labour out of a given budgelary provision for such schemces. The
constraints which were thus imposcd upon the quantity of non-labour inputs detracted from
the quality of asscts which were created.

As mentoned carlicr, the Maharashtra scheme was financed largely by special taxesi.c.,
incomc taxcs on urban professionals, salc taxes and a surcharge on irrigated land and partly
by general revenues. The immediate incidence of the cost of financing was probably the
hcaviest on the urban non-poor. Bangladesh’s Food for Work programme was financed by
food aid. As the South Asian countrics achicved increascd sclf-sufficiency in domestic food
production, thcy would be able to use domestic food surplus for rural public rural work
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programme. However, this would pose the problem of finding resources for financing the
procurcment and storage of surplus food by the public sector agencies.

Rural public employment schemes may not be equally effective in the alleviation of
poverty in all circumstances. Certain subgroups of the poor may be unwilling to participate,
though an advantage of such a scheme is that such subgroups can often potentially be
identificd by such indicators such as old age or physical disability. Transport costs including
time also reduce the gain to the participants. Cost cffectivencss of the poverty alleviation
schemes will be lower in areas of lower population density and higher transport costs and vice
versa,

A successful programme of rural public works projects requires effective functioning of
local government for mobilizing both human and financial resources. The local governments
with a broad-based popular participation should have the responsibility of identifying,
designing, and implementing the development projects. The national or central governments
need Lo provide technical and engincering services to the local government to ensure the
formulation of productive projects, which contribute to long term and sustained rural
devclopment.

As distinguished from public employment schemes, various types of food subsidy
schemes provided a direct income supplement to the poor as well as increased access to food
i.c., the most important basic necd of the poor. The subsidized distribution of food for the poor
in South Asian countrics took a number of forms. They included (a) the distribution of food
through ration cards, (cntitlements to quantities of sclected food consumed by the poor), to
designated houscholds considered as poor, (b) food stamps, which carry a certain amount of
monetary value, available to the poor houscholds for the purchase of selected food items as
in Sri Lanka, since the 1980s, (c) school feeding programme, (d) feeding of preschool
children through health and maternivy clinics and (e) feeding of vulnerable groups such as
women and children as in the Bangladesh vulnerable Group Development Programme.

In Sri Lanka food subsidies in the form of free rations contributed the equivalent of 16%
of the purchasing power of low income families in mid-1970s. In Bangladesh on the other
hand, food subsidics increased the consumption of the poorest 15% of the urban population
by 15% t0 25% in 19734. During the late 1970s food subsidics contributed about half the
income of low income familics in India's Kerala State24

While the poverty alleviating effect of the subsidized food distribution system in South
Asia was acknowledged, there was an increasing concern about its high budgetary costs,
partly due to the fact the benefits accrued 1o the non-poor as well. Not only the urban families
or houscholds which were richer than their rural counterparts had a disproportionate share of
the benefits but also the civil servants, both in the government and the army as in Bangladesh,
benefitted from the system,
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The design of a cost cffective system, therefore, demands a lot of care. The burden on the
budget should be kept managcable; at the same time it must be ensured that the system should
be focused ori the genuincly poor. However, there isatrade of f between a wider coverage and
the lower administrative costs, on the onc hand, and the narrower targeting and the high
administrative costs, on the other. To be cost effective a system of targeting has to be based
on easily identifiable characteristics of the poor.25 A considerable amount of discretionary
power should not be left in the hands of those who administer such a system. To distribute
food to the landless or to subsidize cereals (inferior) which are consumed mainly by the poor
or in arcas in which thc poor population is heavily concentrated—are amongst the various
ways in which a system of narrow targeting can be designed.

There is, morcover, an additional probicm that a very narrowly targeted scheme may not
get wide political support for its continued financing, especially when financial stringency
occurs and the middie classes wicld a considcrable political power. The political support for
the broad based food subsidies in Sri Lanka before the mid-1970s was partly duc t0 its wide
coverage. The real value of 1argeted food stamps introduced since 1979 in Sri Lanka were
quickly eroded with the progress of inflation. Moreover, there was no provision in the scheme
for the inclusion of the newly born or those whose income suffered scrious losses in
subsequent periods. This experience indicates that the effectivencss of targeted policy
measures should be subject o constant monitoring, especially under conditions of rapid
socioeconomic change i.c., price changes, changes in wage levels, or changes in income, and
uncmployment.

Both school feeding programmes and feeding of vulnerable groups in rural areas, as in
Bangladesh, hold out good prospects, if they are combined, in one casc, with efforts to build
up good primary and sccondary cducational systems and another case, with training and
educational facilitics for the poor including women, to equip them with skills for gainful
employment. School feeding programmes in primary and/or secondary schools have been
often recommended as a way not only of improving the nutritional levels of the school going
children but also of ensuring a higher level of school attendance. Admittedly, food taken at
schools by the children partly replaces food taken at home, and docs not constitute a net
addition to their encrgy intake. However, in any case there is a nct addition cither to their
energy intake or to the income of their family.

The feeding programmes for vulnerable groups in Bangladesh are meant for the poorest
women and children. They are very narrowly targeted. The programme is increasingly
combined with efforts to impart skills and training to the women for enabling them toengage
in income earning activilics.

The problem in both of these instances is how 1o devise a cost effective method of
administration of such programmes for example school feeding programmes must not divert
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the valuable time of the teacher (rom their primary responsibility. The rolc of NGO’s /PVO's
in the administration of feeding programme outside or inside the schools is worth cxamina-
tion,

Conclusion

South Asia contains the majority of the poorinthcdeveloping world. Alsoin terms of average
per capita income, they lic at the lower end of the low income developing countrics. In the
ycars following their independence all of them proclaimed that onc of the important objective
of development policy was the alleviation of poverty. However, there was no conscnsus
amongst the policy makers/analysts as 1o the best or most approprialc way in which this
objective should be pursued or be achicved. There were those who belicved that cconomic
growth was the most cffective way of reducing poverty through the cffects of growth
“wrickling down” (o the poor. On the other hand, there were those who advocated reliance on
redistributive measures which directly contributed to increased income and consumption of
the poor and/or previded employment opportunitics L the poor by a systematic pro-poor bias
in the design and implementation of developmient projects; this involved providing the poor
with greater access 1o inputs and credit ctc., as well as hecalth and cducation servicces.

A conscnsus scems 10 be now emerging that both economic growth and measures designed
to deal dircctly with the alleviation of poverty arc needed. However, the problem remains as
to the choice of an appropriate balance between the two scts of measures. The choice of an
optimum balance is not unrclated to (a) the aculencss of the curreni level of poverty, and (b)
how much and within what time framc the growth rate can be aceelerated to makc a dent on

poverty.

South Asian countrics differ widcly amongst themselves in terms of growth ratc in per
capita income. The differences are the combined result of differences in (a) overall growth
ratc, on the onc hand, and, (b) growth ratc in population on the other.

In mostof these countrics growth in the per capita income needs to be accelerated as a part
of the poverty allevialing development strategy. In view of the fact that the large majority of
the poor arc in the rural arcas, an accelerated increasc in rural income is a nccessary condition,
The key 1o an increase in reral income in South Asia is held by agriculturc and non—farm
rural activitics linked to the development of agriculture. Infi rastructure, technology, creditand
approprialc macro and sccioral policics, including outpul and input price policics arc
cssential ingredicnts of an ecmployment oricnted, broad based agricultral development
stratcgy. The rural non-agricultural scctor inallof these countrics has not been able todevclop
high productivity activitics, partly duc to demand constraint and partly due to a lack of

techrology and infrastructure.

All the countrics have at various times adopted policics and programmes which arc
designed to dircct resources 10 the poor in order to endow them with assets or cmployment
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opportunities in agricultural as well as in non-agricultural activitics. Subsidies or inputs as
well as credit were often introduced on the grounds of enlarging their availability to the poor.
However, prices frequently encouraged demand in excess of supply resulting in shortages,
this in turn required the introduction of administrative allocation of scarce inpuls or credit,
in which the rich and the afflucnt because of their greater political and economic clout tend
to preempt a major share.

A viable rural credit programme directed towards the poor, for financing farm and non-
farm activities, is essential; there are various examples in South Asia. Many of them were
experimental and successful, but as yet with very limited coverage; it is a moot question as
to how effectively thesc programmiits can be expanded to serve a large percentage of the rural

poor.

There is an urgent need for not only expanding public expenditures on health and
education sectors but also redirecting them towards the poor, especially in the rural areas,
with an increasing emphasis. There is a need foraninnovative m. - hanism for financing such
expenditures, including the rich beneficiaries buying for the cost of their services; while the
poor can get subsidy. This is especially needed in view of the heavy financial burden of a
considerable expansion of health and education services, especially primary education and
health care services.

How to introduce the schemes for targeted food distribution for the poor while maintain-
ing incentive prices for producers, as well as high levels of development expenditure on
agriculture, in the context of limited public resources, poscs a substantial challenge.
Technological change focussing on large farmers in agriculturc resulting in an increased
output may face a demand constraint as the phase of input substitution is completed. Unless
there was a rapid increase in non-agricultural income. The income of the rural poor can be
substantially raised, if food, surpluses can be uscd for undertaking on a large scale labour
intgnsive public works projects.

Unequal ownership of land in rural areas is frequently associated with unequal political
power. Land redistribution apant from its contributions towards the alleviation of rural
poverty is also likely to help in the growth of viable, democratic, broad based local
government as well as rural development institutions with possibilities of popular pariicipa-
tion on a wide basis.

Resource constraints will continue to plague the South Asian countries in their effort to
mcunt large scale anti-poverty programmes. How far the international authority is willing
and able to allocate resources on the basis of anti-poverty oricntation of the recipient
countries is an unsettled question, in view of the political and extra economic considerations
governing external resource flow. Per capita external resource flow to South Asian countries
is related neither to the level of their overall per capita income nor to the extent of poverty
within individual countries as shown below?6
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The role of international community in some of the South Asian countrics, where foreign
aid is a predominant source of development finance and policy advice, is important. The
overall framework of economic policy and programmes which promotes labour intensive or
employment oricnted development strategy should find a predominant place in policy
dialoguc between donors and the recipicnt countries. No less important is the role of extemal
assistance directed towards rural primary health care and education services, nutritional
programmcs, infrastructure and rural electrification. A shift in the composition of forcign
assistance in these directions is more ofgen than not likely 1o stimulate or initiate a change in
priorities of national cxpenditures; frequently, a corresponding increase in counterpart
national resourccs is nceded in order to make an efficient use of additiona! devclopment
assistance,

The alleviation of poverty in South Asia is the primary responsibility of the national
governments. However, frequently governments arc subjcct (o many pressures from interest
groups. Obviously their objectives are often complex and multidimensional : to stay in power
to serve particular interest groups, and sometimes to enrich themselves. Fer the governments
to be responsive to the needs of the poor, an open multi-party democratic political system in
which the issuc of poverty alleviation is high on the agenda of the political partics is needed.
The resisiance 10 a reduction in the move of the rich and powerful groups in social
expenditures is likely to be great while the potential beneficiaries of change generally have
litle voice or political muscle. That is why the poor need 10 be organized if they are to
anticulate their demands and mobilize support for anti-poverty measures?7

A massive programme of poverty alleviating measures requires a decentralized political
and administrative structure, for not only mobilizing resources but also for designing and
implementing, with the help of resources so mobilized, the rural development projects.

Notes

1. World Bank. WDR 1990. Poverty p. 2. The poventy linc in 1985 ppp dollars is $275 per capita a year for the
extreme poor and $370 per capita a year for the poor.

2.  Poveny is conceived in this context in two dimensions i.e., not oaly in terms of levels of income and
consumption, but alsoin terms of access to such essential social services as education and health and nutrition,
The indicators of poverty are therefore measured in terms of income needed to provide minimum standards
of consumption and secondly in tcrms of the levels of life expectancy, infant monality and literacy, etc. WDR.
p-29.

These data are based on official poverty lines in respective countries which are not the same. World Bank.
World Development Repont, 1990. pp 41-43.

3. The corresponding averages for the developing world as a whole are 121 per thousand, 62 years and 83%.

4. ). V. Braun. Emerging Pattems of Absolute Poventy and Strategies for Its Rapid Reduction. IFPRI-SIDA
Seminar. Stockholm. May 1990,
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12,

14,

M.A. Hussain. Nutrition Policy and the Urban Poor in Developing Countrics. Food Policy Vol. 15. No. 3. June
1990. pp. 187-192.

Ibid’p. 189.

The figures for Bangladesh are taken from S.R. 6smmi. Notes on Saine Recent Estimates of Rural Poverty
in Bangladesh, Wider-Helsirki, September, 1989. The Challenging Arithmetic of Poverty in Bangladesh,
Background Paper. World Development Report, 1990. World Bank, October, 1989,

World Bank, World Development Report, 1990. pp. 3.18-3.19,

The reason why a head count index of poveny (pereentage of population below the poventy line) declined
faster, with a given rate of growth but a lower degree of inequality in per capita income, was thut a low degree
of incquality implied a high degree of concentration of the poor people around the poventy line. Under the
circumstances poverty gap in the sense of the gap between the average incomie of the poor and the poventy
line was very small, so that a growth of overall income “pulled up” the income of the majority or a large
segment of the poor people. When income inequality was high, the poor were dispersed widely below the
poventy line, i.e., the proportion of the poor who were the farthest from the poveny line was high. Hence the
impact of economic growth on reducing povery was considerably less.

World Bank, World Development Indicators. April 1990. The base year for the estimates of growth in 1980
constant prices. Per capita CNP is in 1988 prices. figures within brackets indicate GDP growth rates.

R. Wade, The Role of Government in Overcoming Market Failure : Taiwan, South Korca, and Jupan, with
Helen Hughes (Ed), Explaining the Success of East Asian Industrialization, Cambridge, Cambridge

University Press, 1985. S.K. Uellciner, Trade Strategy in Medium, Team Adjustments, World Development.
Vol. 18. No. 6, Junc 1990.

J.N. Bhagwati, Poventy and Public Policy, World Development, Vol. 15, No. 5. May 1988.

H.B. Binswanger and J. V. Braun, Technological change and Commercialization of Agriculture : Impact on
the Poor, World Bank/IFPRI, Poverty Research Confercnce. October 1989.

Amanda Wolf, The Relstion Between Growth and Poverty : An Overview. July 13, 1990, IFPRI Unpublished
Manuscript.

E. Ahmad tnd S. Ludlow, Poveny, Incquality and Growth in Pakistan, World Bank. Background Paper for
the World Development Repor, 1990.

M. Hussain, Naturc and Impact of the Green Revolution in Bangladesh. IFPRI Research Repon #67, July
1988.

Ibid. The impact of increasing landlessness and sharecropping on agricultural wages was modcrated by
Pakistan by large scale migration of unskilled labourers to the Middle Eastem ccuntrics.

“Ibid. McInemey, J.L. and J.F. Donaldson. The Consequences of Farm Tractors in Pakistan. Suaff Working
Paper, 210. World Bank. Washington, D.C.

Nabi, Ijaz Naved 1Hamid and Shahid Zahid. The Agrarian Economy of Pakistan : Issues with Policy, Oxford
University Press, 1986. Oxford, United Kingdom.

38


http:3.18-3.19

16.

17.

18.

21

22,

23

24

25.

26.

27.

M. Hossain, S. Rao.

An increase income resulis in an increase in nutrition which is proportionately less than the increase in
expenditures on food, since, amongst other things, higher food expenditures often involved higher priced and
more diversified rather then more nutritious food.

In South Asia, st the level of average years of education of 4-8 years, one additional year of education per
persan increases real GDP by about 0.9%. Large expenditures on education at all levels including higher
education, in the context of a slowly growing or relatively stagnant economy may result in unemployment
amang the educated as the later do not find opportunities to which they could respond in order toutilize their
educationai auainments. World Development Report, 1990. op cit. page 8.

Ibid. pp 5-13.

It should be noted, however that the most imporant component of government expendilures on social
development in Sri Lanka was a high level of food subsidies, which contributed 1o the improvement in the
consumption level and nutritional statns of the poor

S. Annaud. Public Policy and Basic Needs Provision :

Intervention snd Achievement in Sri Lanka. Discussion Paper, No. 74, Department of Economics, University
of Warwick, March 1987.

E. Thorbecke and J. Sveijnar. Economic Policies and Agriculural Performance in Sri Lanka, 1960—84.
Development Center Studies, OECD. 1987,

David E. Shan. Changesinthe Living Standards of the Poor in Sri Lanka During the Period of Macroeconomic
Restructuning. World Development. Vol. 15, No. 6, Junc 1987.

Mantin Rvallion. Reaching The Poor Through Rural Public Employment : Argumenits, and Lessons From
South Asia. December, 1989. World Bank. Working Paper. pp. 16-17.

Abraham, Amirita. Maharashtra Employment Guarantee Scheme. Economic and political Weekly, No, 15,
1980. pp. 30, 39-13-42. Also, Acharya, Santearthi and V.G. Pnzwalker. The Mahanshira employment
Guarantee Scheme : Impact on Male and Female Labor. Population Council Program on Women's Role and
Gender Differences, 1988. Working Paper. New York,

UNDP. Human Development Repont, 1990. Page 63.

Thid. Pagc 49.

Net Disbursement of ODA from All Sources Per Capita Doltars 1988

Banglsdcsh 14.6

India 2.6
Pakistan 133
Sri Lanka 36.1
Nepd 222

UNDP. hid. pp. 66-67.
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