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PREFACE

It was my original intention to provide in this summary documerni
a relatively comprehensive sector study done from a political economy
pdiht of view, Un\for"cuna'i:ely, these effdrts have ot been as productive
as I had hoped. The reaéons are Qiévera’l, but chj;ef hmong them hag been
the problem of developing an op,eria’tio'nal theéretical framework: Symptos
matic of this difficulty was the inability to fin& an ;a;;prOpriaj:e audience to
whom the remarks made in the stddy cd;ild be édareéséd; With everyone
inside thé ”sys;;em“, who was assumied to be the agent of change? Was I
adidressin’g the Government of Pakistan, attempting to persuade them of
the rightfulness of a particular course of action? If so, how could this
"view from the top'' be reconciled with the AID Mission's needs wheﬁ many
of the recommendations to the Mission were of the form: Do not support
such and such a program because the Government does not have the intention or
capacity of implementing it? |
The issue of audience has been resolved essentially by addressing
the work to the AID Mission staff of Pakistan., Over a period of several
years I have had the opportunity to present ideas to this group in both formal
and informal ways and have gained a good many useful insights into the
complicated business of trying to respond to a host country's needs and
wishes while being constrained by U. S. needs and wishes. In the process,

I have come to see societies and social change in a less monolithic and
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deterministic way than I perhaps otherwise wculd have,

The thrust of the essay's. arsument is that rural development
activities in Pakistan encompass a range of capital/institutional ratios
and at this point in the country's history. AID would do well to work with
projects in which this ratio is rafher hizh. Recent research by the Rural
Dévelopmeﬁt Committee at Corﬁell University s‘ﬁggeéts that a large nuiniaei*
of activities commoxﬁ'y associated wii:h rural development tre Jdifficult .
if hot impossible, to céréry out in the absence of locai institutions, Inturn,
local institutions in which a substantial portion of the population participate
are difficult to establish in the presence of serious inequities of rescurces
and puwer at the local level, Since this is currently the situation in most
of Pakistan, an institutional avenue to develcpment activities is largely
closéd.

One could counter that, precisely because of the lack of effective
organizations tc carry cut rural development programs, AID should be
working to strengthen the Intezrated Rural Development Program, the
Pecple's Werks Program, and various other field organizations, It is
well to observe at this point that simply because theré is a problem does
not mean that those concerned with it have the rescurces or the ability to
find a solution.,

No summary essay would be complete without a ncte of appreciation
to the various personnel in USAID that made the studies cited in the Appendix
tc the Preface possible, Especially important were the long-standing

interests of Joseph Wheeler and Liecn Hesser, Although at times the



investigation ranged rather far from the immediate concerns of Pakistan,
ﬂi'ey were always willing to extend the benefit of the doubt and an open mind

to the relevance of the arguments that were being advanced.

Carl H. Gotsch
"Beirut, Lebanon
October, 1975
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Chapter I

THE POLITICAL ECONOMY OF SECTOR ANALYSIS

Sector studies have become a major planning tool both in foreign
aid 6rganizations and in national planning agencies, This report is conceived
along similar lines, but because it is as much concerned with implementation
as advocacy, it also contains considerable discussion o'f the relationship
between Pakistan's political and social institutions and the efficacy of the
measures being proposed: Adopting such a political economy perspective
is a deliberate move away from the trend toward more elaborate modeling
techniques being advocated in some quarters. To do so is not to denegrate
the need for better quantitative frameworkghowever, there is increasing
evidence that such approaches miss much of what is crucial in formulating
a viable sectoral program, It is not the inadequacy of technical analysis
regarding the benefits and costs of agricultural research organizations,
the functioning of irrigation systems, the development of intermediate
technology or the establishment of appropriate factor prices, that is the
primary stumbling block to better policy. The impediments to change lie
elsewhere, particularly in the inconsistency between the '"technical”
recommendations and the institutional environment into which they are to be
introduced. Traditionally, those who generate knowledge on technical
issues have been content to let the matter rest there, declaring that it is
the "decision-makers" role to select among "options'. There is superficial
virtue in this argument for it seems to insure the detachment and objectivity

without which professional analysis may become simply a tool of
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rationalization. Such a modus operandi, however, is difficult to apply in

practice. The gap between the technical analysis and its political and social
impiications is often too great to be bridged without substantial interpretive
analysis. This is particularly true in the case of long-term planning where
the cumulative interaction between economic policies and social institutions
is most readily apparent. Virtually every economic policy strengthens or
weakens some interest group or social class. These elements of the society
are in turn more or less able to influence the rules of the gaime under which
subsequent policy decisions are made., Indeed, many ''technical'” problems
are problems only because of the institutional environment within which
solutions must be sought.

Before beginning to examine the details of the various issues that
a more politically oriented sectoral analysis poses, a few words regarding
the general nature of the argument are in order.

General Overview

That the agricultural sector has and will continue to play an important
role in Pakistan's development is undisputed. All of the "'contributiong"
typically mentioned in this regard are valid: food for the population, creation
of demand for products from the non-agricultural sector, a source of foreign
exchange? etc, If there were any doubts on this score, the recent boom in -
world commodity prices and the future outlook for agricultural raw materials

has settled the issue.
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Maximizing this contribu‘tion will require sensible development
policies. The list is becoming as familiar as the contributions; For exampie:

1. A reliable supply of purchased inputs; fertilizer, seeds and fuel
must be insured,

2. A research system capable of adapting improved plant materials
to the Pakistan environment must be developed.

3. A price policy that promotes resource allocation in accordance
with the country's basic comparative advantage is fundamental to
sustained growth.

4, A capacity to deal with the longer term problems of water mana-
gement and land reclamation must be developed,

Pursuing these and other similar policies will involve substantial
administrative difficulties, However, what is significant about them, is

that they must be solved regardless of the type of structural transformation

that the agriculiural sector ultimately undergoes. That is, every efficient

strategy will require a price policy that exploits the couniry's comparative
advantage, insures that the desirable purchased inputs needed to increasé
yields are available, and pfovides for productivity-increasing research, As
such, they do not pose - at leasf sharply - the difficult political choices
that are the basis of alternative development scenarios.

The difficult questions on which alternative strategies depend are
centered around the structural change that affects and is affected

by the growth process. There are three major dimensions that are of
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concern: (1) changes in the relationships between economic and social classes
in the countryside, (2) changes in the relationships between regions, and
(3) changes in £he relationships between the town and the _country; Each of
these issuesis fundamentally a  distributive questior ;nd hence produces
political-economic choices that reflect | the power
of various constituencies in Pakistani society.

Although the data are not as detailed as one might like, there is
considerable evidence that the above mentioned structural changes have been
occurring rapidly in Pakistan over the past decade and half., For example,
the share of agriculture in the gross international product has declined
from 48,2 percent in 1953/60 to 37.7 percent in 1972/73. Closely associated
with this shift has been a decline in the portion of the rural population from
77.5 percent 74. 3 percent over a similar time period. (In both cases,of
course, absolute magnitudes have increased over the decade of the 13603's),

There is also ample evidence that the economic disparities between
regions havé increasad over this period. Given the nature of the agro-
climatic environments in Baluchistan, N, W.F P, , Punjab and the Sind,
this is hardly surprising, However, to the rapid growth in agriculture must
be added the impact of industrialization. Were it not for the presence of the
port city of Karachi in the Sind, the regional discrepancies in growth of

G. N. P. would be greater still,
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Last is known about the structural changes that have occurred at
the micro level, The studies that have been done show some land agglomers-
tion and tenancy displacement. Just how much is still an open question,
A priori reasoning suggésts, however, that the divisibility of improved
cereal varieties and fer'tilizer have permitted small farmers to maintain
and even enhance their absolute levels of income: Where difficulties
have arisen, they have involved the introduction of mechanical equipment
and the displacement of tenants and landless labor.

Implications for Development

At this point, it is well to ask the straightforward question: Why
be concerned about the past pattern of structural transformation? Granted
that it has been accompanied by substantial inequities in terms of the distri-
bution of the benefits of growth, why should this typical result prompt a
concern about the ability to implement programs whose distribution of income
is more equitable then the distribution of wealth?

There are, of course, several possible responses. One would be to
put the issue on a moral plane and simply declare that it is "bad" to follow
a pattern of development in which the already disadvantaged classes bear
the brunt of the human costs associated with the structural transformation
process. ''Social justice' demends something more.

Except where it is clearly rhetorical, most political leaders find
such reasining uncomfortable and tend to be more impressed by the need

for equity in the development process when cumulative disparity is linked
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to an expression of political dissatisfaction and the ouster of incumbants
from office. (A variation of this argument can usually be heard from =
larger group that does not hold public office when a plea for reform is
justified on the grounds that failure to deal with certain types of inequitics
may threaten the entire ystem ).

Whether it be politicians or non-office holding groups who are bene-
ficiaries of the cufrent form of economic and social organization, the
problem of structural transformation is seen as a pragmatic need to
"manage" change. Reforms are therefore likely to occur only

where credible threats to the status quo.exist.

Unfortunately, the ''rural political pressures’ argument for a more
equitable development process is by no means easy to establish. First,
there is the possibility that the industrial sector will grow rapidly enough to
absorb the most serious tensions of the countryside - the classical develop-
ment scenario, Second, those most seriously affected by the structural
changes that growth inevitably produces are likely to be the most powerless
segments of the rural community in political terms. Consequently, conditions
may become extremely difficult for these weaker groups before the pressures
to affect the course of development actually are felt,

It would be comforting at this point if it could be argued that there
has been an expression of concern in official circles about the problem of
structural change in Pakistan, Unfortunately, once the issue of implementation

is raised, the question of the source of political and social pressures for
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chanze must be faced squarely., That ig, the chcice of a particular course
of action involves not only an approval of its benefits in terms of increased
seneral welfare and the belief that a more equitable distribution of income
is "zood", it requires a plausible argument regarding the ability of the
authorities to -implement the program, Wher_e this involves activities that
do not enhance the alreade existihg distribution of Wealth, it alsc necessitates
a political scenaric in which the ability by various cohstitiiencies to press
their demands throush political means ig tai{eh ints acCL:unt;

Subsequent discussicns of the points raised above should nct be
interpreted in a deterministic way, The tumultuous events since 1970.have
underscored the tenuous nature of all pclitical predictions about Pakistan,
However, any serious advocate of a course of action must, in the final
analysis, place subjective probabilities alongside events when making
recommendations that involve pclitical feasibility. Before the dice are
cast, however, it is important tc be clear about the implications of the
statements to which such probabilities must be attached. A framework for
examininz the relationships amcny the more obvious variables in a sectoral

program is sugiested below.

A Framework for Assessing Sectoral Development Programs

Creating a framework within which t¢ examine problems associated
with the implementation of varicus types of development prosrams requires
the specificaticn of causal relaticnships among'some rather dissimilar varia-

bles. Amonz the most important are the characteristics of the technclogy
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being employed, the distribution of control over resources {particularly land),
local political and social institutions, the structure of the government
bureaucracy, and the perception of the national political leadership about
the constituencies on which it must rely to remain in power,

It is too much to ask that these variables be related in a rigorous,
qurantifative structure. However, considerable analytical headway can be
made by simply assuming that people - individuals or groups - act in accor-
dance with self~interest. The exercise then consists of introducing a variety
of potential program activities into the initial environmenti and reasoning
about the first~-round and ultimate effects of these changes in the system.
That is, about both how the programs affect the environment and are in
turn affected via various "feed back' mechanisms. Among the most important
activities to consider are: (1) insuring the supply of ;flnlproved agricultural
inputs, {2) pursuing an appropriate price and incomes policy, (3) providing
communal services such as extension, credit, education, and health facilities
thot small farmers cannot easily provide for themselves, (4) creating a
farming structure that facilitates intensive agriculture, i, e., agrarian
reform; {5) developing the necessary physical infrastructure, and (8)
cccelerating non-agricultural development in the rural areas, Each of these
potentiai activities has a different distributive effect and thus interacts
differently with the social and political environment. Each can also be imple-
mented at different levels of intensity, resulting in further variation in

poterntial dj.sti'ibutive effects.
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Examining half-dozen types of development programs through the
lenses of such a ''system' produces a large number of possible outcomes, How
are these t.o be related to the notion of alternative ''strategies'? Or, to
put the issue more dii'eetiy, in what sense are there "alternatives''?

Altérnafi{re strategies, inthis es’sa‘y,_ are Bééica]ly determinad by
the extent to which the overall program has income &istfibﬁtion effects that
are inconsistent with the existing distribution of material wealth. This
implieé that scenarios are differentiated by the degree of political mobiliza-
tion that is required to overcome the interests of those who are the holders
of scarce resources and who would expect to be the likely beneficiaries of
a market-oriented development process, In the course of describing these
alternatives, it will become evident that certain types of development
activities may be internally inconsistent, For example, a subsidized credit
program, ostensibly aimed at small farmers, may in the presence of a
significant disparity of holding sizes simply lead to an increase in the rate
of tenant displacement, The mechanism is one in which the credit ends up
in the hands of the larger farmers by virtue of their influence over govern-
ment institutions at the local level, credit which is in turn used tc finance
the purchase of tractors.

Arguments such as the above are not tied to the specific conditions
that exist in Pakistan, but flow directly from the promotion of self-interest
in what is essentially a reasonably competitive capitalist system., Wealth

(especially in land) and power are to a considerable degree substitutes
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within such systems and constitute basic reference points in assessing

the impact of the "system' on various kinds of development activities,

Organization of the Report

The basic themes introduced above have been elaborated in the
fol.lowmg. pagés under two sections! A Historical Perspective, and Assessing
Sectoral Development Programs.

Chapter II begins the section on pést performarice with fhe pfesanf'a—
tion and interpretation of selected aggregate statistics on the sources of
growth, The purpose of these comments is to provide some quantitative
reference points for extrapolation and to underline the high degree of variabil-
ity that is obscured by the trend figures traditionally used as the basis
for discussing agriculture's contribution.

Chapter 11l takes up the issue of structural change at both the aggre-
gate and regional level. Data are presented on such indicators as the share
of agricunlture in GNP, the share of the rural labor force in the total labor
force, regional output shares, etc. In addition, a number of studies are
reviewed that present material on the distributive effects of the growth at
the micro level, These include several field surveys done under the auspices
of the project as well as a review of selected materials obtained from octher
sources.

Chapter IV reviews government pelicy during the past decade and

a half. The comments are by no.means exhaustive but rather seek to highlight
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key decisiohs thatprovide a perspective (1) on the relationship between
policy and structural change, and (2) on the forces that lay behind policy
parameters, Although Pakistan's political structure has been shaken by
the tumultuous events of the past few years, it must be remembered that
what has happened cannot in any sense be characterized as a revolution.
Consequently, in many areas, the pattern of past policy decisions still offers
useful guideiines for the future.

In Chapter V. the fré,inework within which alternative scenarios are
to be analyzed is elaborated in more detail. Each of the var_iables - and their
relatibnshipé to each other - is examinéd and the assumptions about the
"model's" behavior are discussed. (The word "model” is here used in 1;he
sense of an organizational schema and not in the sense of the rigorous
mathematical statements that one has come to expect in economics, }

Chapter VI takes up a series of activities usually associated with
rural development and examines, within the framework developed in Chapter
V. their relevance for Pakistan, Distinctions are made between those
activities that are fundamental to any growth strategy and those which have
major implications for structural change as wel as growth.

The last chapter relates the various elements of alternative sirategies
to the continuing role of AID, Obviously, the activities in which an agency
of the U.S. Governmen: c¢an -z=nter are  considerably narrower than
those that might be undertaken by a national government. That is, AID's

policies involve nct only the question of what the host government believes
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needs to be done, but what stipulations the U. S, Government has attached
to the expenditure of funds. Particularly relevant in this régard will be the
recent Congressional mandate that AID seek to work with the 'poor majority"

in its development efforis,
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Chapter 1[I

RECENT PERFORMANCE OF THE AGRICULTURAL ECONOMY

Introduction

It is not the purpose of this chapter to provide a detailed examina-
tion of the magnitude and sources of growth over the past decade. However,
some review of what has happened in the recent past is necessary to put
subsequent sections on future developments in perspective, It is important
to ﬁo‘ce, for eicaxnple, that while growth has been significant, there have
been substantial ye'ar to year fluctuations that have distorted conclusions of
performance based on short-run estimates, Moreover, in addition to aggre-
gate fluctuations, the data show substantial Variatioﬁs in the year to sréar
mix of crops that have been grown, This is in part related to the same
causes that produced the changesin the value of total output, e.g., in year
X the wheat crop increased or decreased significantly, However, some part
of the change in relative magnitudes also reflects attempts by Pakistani -
farmers to shift resources in the direction of the most profitable alternatives,
a result that points anew to the need for a constant monitoring of the commo-
dity price structure.

As indicated earlier, substantial variations in performance also
exist regionally. Further disaggregation of the data show that there is as
much variation among districts within regions as among provinces, The

reasons for this disparity are familiar ones involving the agro-climatic
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environment., In the case of the Punjab, the rain-fed districts of the north
have fallen well behind the irrigated areas of the Plain. In the case of
N. W.F, P,, the irrigated valleys of Peshawar and Mardan disiricts have
experienced increases in output similar to those of the irrigated areas
of the Punjab and the ,_Sind.

To some extent, increaseé in output by farm size, when measured
at &e natiohaiievéi, are also affected by the sarhe chusés that determhe
regional digparity. This 19 bécédse farms in réin-fed districts tehd i::o' be
smaller than those in the irrigated central plains. In addition, except in
the higher rainfall areas, the risk of introducing improved technology is
substantial and hence one would expect the rate of adoption to be considerably
lower,

In the case of areas where an adequate and reasonably certain
water supply exists, the preponderance of the evidence suggest that
small farmers were not far behind their larger neighbors in adopting new
seeds and fertilizers. Since approximately 35 percent of the cultivated area
is in operational holdings of less than 12,5 acres, this participation in the
so-called "seed-fertilizer'' revolution has been an important source of aggre-
gate output increases.

On the input side, data on private tubewell installation show a
continuation of the strong demand for supplementary water that characterized
the decade of the 60's. Given the periodic shortages of electricity and

diesel oil that have prevailed during the past few years, it is difficult to
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move from numbers of wells to the amount of water actually pumped. But
the increases in cropped acreage as shown in the disaggregated growth
estimates testify to the important role that increases in the wa’;g_;:_supplyv
continue to have on the growth process.

Use of the other crucial inéredient of the "green revolution", i.e.,
fertilizer, has also increased enormously in recent years. After the sharp
dip in consumption in 1970/71; use in 71/72 and 72/73 has shown a conti-
nuation of the I‘apld in'creasés e‘xpferli.'ence"d: in the late 1960's. As subse-
quent comments on the role of public policy will indiéé.te; however, the
government agencies respoﬁsiﬁle for éubplies have had prdiﬁémé in recent
years in d‘evéi‘oping a systenﬁ of monitoring, projecting and stock piling
that can insure that demand will consistently be met, Hence impressive
as they are, the figures probably continue. to reflect supply constraints,

The following paragraphs elaborate thege and other comments on
the magnitude and sources of growth in more detail, Agsain it should be
noted that the treatment is by no means exhaustive and intended only to

provide guidelines within which subsequent projections can be evaluated,.

Qutput Statistics: Trends and Recent Events

Aggregate value added in agriculture: According to official statis-

tics, total value added in agriculture has increased by approximately 4.4
percent over the 12 year period, 1959/60 - 1972/73, Measured over a
shorter period, 1984/865 to 1972/73, the figure is 4. 6 percent - not appre-

ciably higher. As the regression lines and scatter diagram of Figure IL 1



@ ... .| Annual growth rate: (1965/66-1972/73

-ﬁ'flz;oéo 
.}1;§00=
o 9 000

18,000

N f"t"Mi.‘lliOﬁt'Fupees_ '

18,000} _Annual growth rate: (1959/60-1972/73

;;.1;.6-. R

S

anure II 1; Gross Domestlc Agrlcultural Product of Wcst L
. _ Paklstan at Constant Factor Costs (1909/60 prlces)r-

RH

o R
i ~— L T
[0 B e S o
wy 0T &

“: " Source:

62/63
63/64
64/65
65/66
66/67
o oT/es
68/69
69/70
70/71
71/72
72773

Government of Paklstan Pakigtan Economlc Survey, 1972-73,

Islamabad June, 1973




17
show, this résult stems from an appreciable decline in 6ut§ut during
1970/71 and 1971/72, These latter two years, although they are not sig'nifi-
cantly removed from the long run trend of 4.4 percent, were indeed a shock
after the rapid acceleration of growth as measured over the 1965/66 -
1969/70 period. This period, coinciding with the Third Five Year Plan,
saw agricultural output increasing by over 6 percent per annum, although
as the data show, at least a portion of this ""growth” was more in the nature
of a recovery from the drought years of 1965/66 and 1966/67. Under any
circumstances, when this performance is mat~hed against an estimated
increase in the farm population of this period of approximately 2.5 - .2. 8
percent per annum, it is clear that the output increases that have accom-
panied the green revolution have more than kept pace with the rate of
population growth,

Value added by sub-sector: National income data are extremely

crude measures of economic performance. Ordinarily such criticism is
directed at the distribution issue. In the Pakistan case, however, it might
also be directed at the extent to which a single measure for growth is
mislea&ing on its own terms. Figure IL. 2 shows, for example, the indices
associated with growth in the major sub-sectors: major crops, minor crops
and livestock. (Table II.1 provides annual growth rates calculated from
linear trend estimates. ) What is immediately apparent is that the over-é.ll
performance of the economy as measured by the growth rate in GDP ia

significantly influenced by a low and constant rate of growth in the livestock
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sector. Because this sector contributes a weight of nearly 1/3 to the
value-added estimate, the general conclusion, based on the official naticnal
accounts data, must be that the livestock sector has been a drag on the
agricultural economy.

Yet there is considerable evidence that this has not been the case.
For éﬁgmple, fodder acreage has shown a steady increase during a period
when rapid iﬁcféaié'e‘s in motorized transport and mechanical tillage have
been taking' ;Slacé; Also, as :corflpa'.xiiéoﬁ.df constant and current price
indices show,until 1972/173, p'ri_ces ﬁaVé rigeﬁ xﬁofe raéiéliv 1n the livestock
sector than in the major crops séctbr suggesting that & rot*i expectations
about demdnd pressures generated by inct'éasiing incomes are being fuifiiied;

As Timmer and Gotsch pointed out in 1968, there is little or no
basis for the estimate of livestock's contribution shown in the National
Accounts, According to their calculations the rate of increase was probably
in excess of 4 percent per annum rather than the 2 percent that bgs been
officially reported., Because of the weight of livestock sub-sector, such

an adjustment would have a significant impact on the estimate of sector

growth, raising it from 4.6 to approximately 5.1 percent.
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Table II. 1 Growth Rate of Gross Domestic Product in
Agriculture by Sub-Sector

1959/60 -1972/73 1965/66- 1972/73

S ~ 2 - 2

Sector Rate (%) R. Rate (%) R

Agriculture 4,4 96 4.6 .90
Major crops 5.7 .93 6.3 . 87
Minor crops 4,7 .92 3.2 s 70
Livestock 2.0 1,00 2.0 1. 00
Fishing 6.3 .15 3,3 .21
5.7 3.4 .57

Forestry .80

'i‘he most important component of the official production estimates
are tilé 11 so-called "major ci'i;pé;". in 1972/%3, these édn‘iprisec’:i appio-
ximately 60 percent of the value added and hence their performance tends
to dominate the index.

While all 11 crops comtinue to be important in terms of their
absolute contribution to agricultural output, it is clear from Table IL 2
that 2 number of significant changes have taken place with respect to
their relative importance, For example the dominent crops of wheat, rice .
and cotton have continued to set the pace with respect to increased output,
partly at the expense of sugarcane, coarse grains and legumes. (The l-atter
development in particular has been of some concern among nutritionists.)

Figure II. 3 indicates, however, that any descripiion of the long run
shifts in the cropping pattern misses a great deal of short term variation,

In recent years particularly, there have been drastic changes in the relative
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impqrténce of the major crops; For exam’ble; i971/72 was indigputably
the yeat for cotton; total output increased by approximately 30 percent,
But at the same time, there were substantial declines in the output of other
major crops including wheat and rice,

In 1972/73, the output of most major crops was still below or
equal to the levels achieved in 1969/73, Rice, after declining drastically
in 1970/71, showed some increase in 1972/73 but was still below the
1969/70 mark, Sugarcane continued to be well below the 69/70 figure.
However, the 1972/73 cotton crop was only a little bit smaller than the
bumper 71/72 crop and with some help from wheat, was sufficient to

establish a new index record of value-added in agriculture at 188 (195¢/60 =

100).
Table IL 2 Annual Growth Rates of Major Crops
1959/60-1972/173 1965/66-1972/73
Crop R 2 of linear R “of linear
Percent trend equation Percent irend equation

Wheat 5.9 .81 7.4 .72
Cotton 6.6 .92 7.2 .86
Rice 7.5 . 88 8.7 . 80
Maize 3.9 . 76 3.0 .33
Sugarcane 4,3 . 60 - .5 - .01
Gram -1.9 . 09 -1,1 .09
Ciln=eds 2.2 . 39 5.9 .74
Jawar 2.4 .73 2.1 .46
Bajra . B . 04 2.4 . 30
Barley - 2,0 -.10 2.6 .40
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Two important conclusions emerge from these figures that will
be dealt with in greater detail at various points throughout ’the paper. The
first is tﬁat Pakistani farmers are highly conscious of realative profitability.
As subsequent analysis shows, leaving weather aside, there have been
significant changes in the price structure that point decisively in the direction
of the results presented above., The second point follows in part from the
first. With fluctuations of this magnitude in food grain production clearly
a possibility, and with increasing participation in world agricultural trade,
prudence dictates that Pakistan give a high priority to improving its moni-
toring system for crop outlook. Undoubtedly, some storage facilities will
be a part of such a system but at the moment the delay in getting sound
information from the field on which to base trade initiatives is too great.
Failure to develop such a system in which political leaders have confidence
will be a sericus impediment to moving away from self-sufficiency targeis
in food grains and in the direction of growing those commodities in which
the country has an international comparative advantage,

Regional and district growth estimates: No value-added time series

have been calculated for the various sub-national units in Pakistan, but
their growth can be approximated by looking at the growth in output of the
major crop sector, Table II.3 shows that the most dynamic province is the
Punjab and the least N, W, F. P, To those familiar with Pakistan, this will
come as no surprise, N, W, F, P, is,for the most part, mountainous with

relatively little rainfall, From an agricultural point of view, it is an
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inhlospitable environment. Only a few parts have been able to take advantage
of the new high yielding varieties.

Sind is somewhat different, since some areas have produced rapid
increases in output fraceabie to new rice varieties. However, the phenomena
has not been widespread enough to pull the entire province up to the level of
Punjab.

The high growth rate indicated for Baluchistan is miéiééding. Data
for the province show substantial year to year fluctuation and hence there
is littie reason for confidence that the estimate represents any sustained
growth i:ir‘ocess R 2. 0.2): Indeed, inspection of the reéreSSion dnalysis
indicates that the figure of 7.5 percent is largely a matter of two relatively
good harvests in the late 1980's,

The disparity in growth rates between districts is every bit as great
as the disparity between provinces. Disaggregation of data for the Punjab
shows, for example, that the areas characterized as being poor, old and
settled have a significant decline in ouiput recently while other relatively
homogeneous areas have shown handsome gains. {Table Il 4) Much the same
picture would emerge in N, W, F, P, if the districts of Peshawar and Mardan
were combined and compared with the rest of N. W. F, P. These districis
also reflect the provision of additional irrigation water through both public

and private irrigation systems,
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Table II. 3 Agriculiural growth and productivity in major crops, by
province, West Pakistan (1960-1970)

Annual Trend Gross Value  Gross Value  Proportion of

Rates® Product Per Product Per Total Produc-
1569-70 Farm WorkerP Cropped Acre tion 1867-8%
(percent) 1967-68 1967-68 (percent)
{Rs.) {Rs.)
Wegt Pakistan 5.9 783 172 100.0
Nerthwest
Frontier
Province® 3.8 522 147 7.8
Punjab 9 6.1 740 191 70, 9
Sind® 5.8 1,447 148 20,4
£ 7.5 231 40 0.8

Baluchistan

#Trend equation was Log Y=a+b | time,

bRura'll labor force based on projections from the 1951 and 1861 Population

Census,

€Contains Peshawar and D.I. Khan Divisions.

dContains Rawalpindi, Sargodha, Lahore, Multan, Bahawalpur, and
Khairpur Divisions.

©Contains Hyderabad and Karachi Divisions.

fContains Quetta and Kalat Divisions,

Source: Ali Mohammed and Ralph A. Loomis, "Regional Economic Imbalances
and Movement of Laba Among Regions: A Case Study of West Pakistan
Frontier Migrants," Working Paper No. 12,

&
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- Table I1, 4, District Growth Rates in the Gross Value of
Production by Ecological Region
i within the Punjab
- 1951/b62 ~1955/60 1960/61-1865/ 72
Percent rZ Percent R
- | .
Canal colonies 2,1 + 41 7.2 .24
. {Shapur, Lyallpur
-l Jhang, Multan,
Sahiwal)
- Western areas 3.1 .29 7.7 , 93
(Muzaffargark,
D. G, Khan, Manwali}
»
Poor, old, settled 2.6 .20 -5.8 .21
(Rawalpindi, Jhelum,
il Gujrat, Campbellpur)
_ Rich, old settled 2.1 .35 5.6 .85
] {L.ahore, Sheikhupara
Sialkat, Gupraiwala)
ﬁ <
-
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Sources of Growth

The logical question that follows a description of growth magnitudes
concerns the source or reason for the observed results, As a first step in
this direction, changes in the gross value of output in the various areas have
been partitioned into yield, acreage and cropping patiern effecis. These in
turn can be linked to particular inputs to provide a first approximation to the

nature of the growth process.

Partitioning growth: Table Il 5 presents calculations showing a

breakdown in the value of gross output (major crops) for two time periods.
The figures indicate that while there may be relatively little to differentiate
the early and late sixties with respect to aggregate growth, there is little
doubt that different growth processes were at work., For example, the
increases in output that occurred from 1960 to 1965 were heavily dependent
on the area effect, (39 percent). By contrast, the growth in the 5 year period
{1966-71) was dominated by increased yields and changes in the cropping
pattern. The former (yield) effect is to be expected given the substantial
improvement in the yields of wheat and rice resulting from the introduction
of improved varieties and the application of significantly higher dosages of

fertilizer,
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Table .5 Disaggregation of the Gross Value of Major Crops -

All Pakistan
Change Change
1960/61-1065/66 1965/66-1970/71
Rs. mil, Percent Rs. mil., Percent
Gross value 1,198 100 2,253 100
Area effect 464 39 468 21
Yield effect 420 35 1,368 81
Cropping effect 184 15 i 200 9
Interaction 130 11 217 10

The 1argga positive cropping pattern effect is interesting because
it again suggests that the variations in f;he crop mix are not a random weather
phenomena, but represent an adjustment by farmers to changes in the profi-
tability structure,

A disaggregation of growth in a number of selected districts (not
shown) produces familiar results, In those well watered areas {e.g. Lyallpur,
Lahore, Sahiwal, Multan, ) growth is substantial in both periods, and the
partitioning demonstrates the cumulative effects of the adjustments that
farmers have been able to make: more acreage (absolutely and relatively)
under high value crops. Those areas less favored in terms of water availability
and cropping alternatives show no consistent pattern, i.e., at times there
has been a growth in acreage that has been cancelled out by a decline in yield.

On other occasions, it has been the reverse,
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Purchased inputs: To some extent, the partitioned effects can
be asscceiated with thé provision of non-farm inpuis; principally water,
seeds, fertilizer, and pesticides., For example, seeds, fertilizer and
pesticides can be expected to effect output by increasing yields. Additional
supplies of irrigation water, however, are more complex in their effects.
Water makes possible increases in the acreage cropped, and tubewell-
produced water also adds flexibility in water use. The result is a variety
of new, hizher-valued crop eombinations. In addition, the traditional under-
waterins practiced in areas where water is scarce suggests that large
increases inirrigation supplies probably also increase yields directly.
When used in combination with higher dosages of inorganic nutrients and
improved seeds, this is sure to be the case.

Figure II, 3 describes the increases in fertilizer use since 1960.

It shows that from only 20 thousand nuatrient toﬁs in 1959/60, offtake has
been increased by a multiple of 20, i.e, to 400 thcusand tons, Most of the
increase has occurred since 1967/68 and is clearly related to the introduc-
tion of the hisher yielding varieties (HYV),

The graph alsoc shows the source of the concern amo>n3 asricultura-
lists that a highly unfavorable ratio of phosphatic to nitrogenous fertilizers:
haas coveluped, Indeed, many knowledgeable scientists attribute at least a
part of the recent decline in wheat yields to the failure to replace resicual
scil phosphates that were exhausted during the first spectacular years o tho

"green revoluticn. "
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Relatively speaking, the accuracy of the fertilizer data is substan-
tially greater than that available about other inputs. However, by usiﬁg rough
estimates of per unit tubewell discharges, it is also possible to reach some
conclusions about the order‘of magnitu&é oi‘ inc'reaséa.\ﬁi':lter supplies from
this source, Téble 1. 6 gives figures fof total tubewells instlalied from
1964/65 to 1971/72, Given that the rcughlyio,cjoo energized public sector
tubewells are rﬁére than one cusec Weﬁé, and that a ﬁumber of the private
sector wells are less, an estimate of iOO,ﬁOO cusecs of installed céb‘acity
is probably as accurate a figure as one is likely to get, Assuming that each
well were to operate between 1,500 and 2,000 hours per year, it would mean
an increase of roughly 12-15 million acre feet over the 55-60 m,a.f, of
canal water normally supplied. This means that, for the whole of Pakistan,
there has been an increase in water a{railabi]ity of something on the order
of 25 percent, {Since only a portion of the country has access to groundwatar,
in many areas the additional groundwater hasg added 50-100 percent to water
availability.) The crucial character of water availability is demonst.rated
by noting, that canal supplies fell from 60.8 m.a.f. in 1969/70 to 56.1 m.a.f.
in 1970/71 and 55.2 m.a.f. in 1971/72. Both of the latter years, as can be
seen from Figure II.1, were bad to mediocre in terms of the value of output,

Khan demonstrates the importance of groundwater in an interesting
and different way by comparing data on farms with and without tubewells for
1970/71 and 1971/72, As Table II. 7 indicates, instead of a decline in area
cropped that would have been expected as a result of the low water availability

1/

in 1971/72, tubewell farmers actually increased their area by 25 percent.—
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Pakistan: Total Number of Public and Private

Tubewells Installed 1964/65 - 1971/72

Public Sector

Private Sector

Total

RN __Tubewells Tubewells Tubzwells
.. ear WAPDA Irrig. Dept. Total
1964/65 2097 183 2280 30990 33,270
1965/66 2477 1234 4111 38947 43,058
1966/67 3632 .1429 5061 47817 52,878
1967/68 5030 1343 6373 58963 685,336
1568/69 6204 1593 7797 73205]"‘/ 81,002
1969/70 6766 1853 8519 792333/ 86,751
1970/71 7677'%/ 18532/ 9530 84642§j 94,172
i971/72 1677 1853 9530 93000'3'/ 102,530
i/ Indus Basin Review Table B. 13
2/ West Pakistan University of Engineering and Technology, Lahore

"A Study of the contribution of Private tubewells in the development

of water potential in Pakistan' number to December, 1969
3/ Estimated - Based on ADBP fubewells installed up to June 1972.
4/ WAPDA installation figures from WAPDA.

{(Number of tubewells still to be energised in late 1872; 2,400
5/ Irrigation figures from Water Resources, Planning Commission,

Number of wells still to be energised as at 31/3,800 (Planning and
Development, Lahore)
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Table II, 7. Percentage Change of Area Cropped in the
Tubewell & the Non-Tubeéwell Sectors in Punjab*

-million acres-

Tubewell Farms

Non-Tubewell Farms

Percent change in
1971 /72 over 1970/71

1970/ 71 1971/72 1970/71 1971/72 |Tubewell | Non-Tubewell
Farms Farms
Wheat 3.31 3. 67 5.04 4,55 +10, 9 -8.7
Rice 0.90 0.86 0.88 0,78 - 4.4 -11.4
Maize 0.16 0.18 0.42 0. 39 +12.5 - 7.1
Cotton 1.07 1.33 2.16 2.34 +24.3 + 8.3
Sugarcane 0.27 0.23 0.89 0. 71 -14.8 -20,2
Other 0.98 2,17 6.81 4. 93 +121.4 -27.6
T otal: 6. 69 8,44 15,20 13.70 +26,2 -9.9

* un-irrigated area is excluded,

A third ingredient of recent growth has been the area under improved

seeds; Table II. 8 shows the rapid acceleration that occurred in the late

sixties and early seventies, However, it is apparent that the impetus has

slowed in recent years and, in the case of rice, the acreage under IRRI

varieties has actually declined, This point will be raised again in a subsequent

section on long run growth potentials, For when the area under improved

wheat varieties is compared with total wheat acreage, it appears that appro-

ximately 75 percent of the wheat land is now under HYV, When the acreage
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that is unsuitable for such varieties because of low rainfall is subtracted,
the percentage is even higher. Similarly, IRRI rice now occupies nearly 60
percent of the acreage devoted to rice. When prime basmati or long stemmed
rice tracts are subtracted, the acreage under rice likely to go under HYV has
now also been largely planted, Indeed, much of the agricultural research
that is being done is - and must be - aimed at maintaining °~ breakthroughs
rather';'than expecting to discover new ones,

'Table 11.8, Area and Production Under Improved Varieties

Year .. . Wheat 3 o Rice

Acreage | Preduction] Yield Acreage “Production Yleld

{000)acres | (000) tons md/acreI (000) acres (000) tons md/acre
1967/68 2,368 2,200 | 258 10 | 12 33. 4
1968/69 5,850 3,875 18.0 761 642 23,0
1969/70 6,626 4,678 19,2 1,239 1,010 22,2
1970/ 71 7,730 4,700 16. 6 1,360 | 1,042 20. 9
1971/72 8,120 5,180 | 17.4 1,800 | 1,386 20. 9
1972/73 8,250 5,480 18,1 1,593 1,226 21,0

'Least reliable of‘ the purchased input data are those associated with
plant protection, Although the figures in Table I, 9 show a steady increase
in area covered, the effectl veness of this coverage remains open to question,
However, discussions with a number of agriculturists have indicated that
many of them attribute to improved plant protection measures a partial

explanation for the substantial increase in cotton output.
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Table . 9. Area Covered with Ground and Aerial Plant
Protection Measures

Ground operation Aerial operation Total
(000} acres {000) acres {000) acres

1965/ 66 2,260 2,490 4,556
1966/67 1,895 2,040 4,140
1967/68 1,072 1,208 2,822
1968/69 1,744 1,641 3,130
1969/70 1,489 1,625 3,369
1976/71 1,614 625 1,697
1971/72 2,100 551 2,446
1972/173 2,060 376 2,636

Agriculiural Growth by Farm Size

There has been no effort in Pakistan to engage in a systematic
monitoring of agriculi:ural development at the micro level comparable to,
say, the All-India Farm Management surveys. As a consequence, the infor-
mation that is available on increases in output by farm size is fragmentary,
consisting largely of work done to fulfill the requirements of M. S, or Ph. B,
degrees, Fortunately, there has tended to be enough agreement among
these studies on several basic issues to permit some general conclusions to
bhe drawn. First, it is clear that in the Central Plain the major boitleneck
to a proportional contribution has centered around the "lumpiness' of the
tubewell technology. Although a substantial market for water has developed,

several studies have shown that the amounts of water purchased were well
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below what the value of supplementary irrigation would dictate., This can be
related directly to the policy of monopoly pricing that the spatial characteristics
of tubewell location make possible. Indeed, there appears to be very little
difference in the rate of return on a tubewell that is being fully exploited by
its owner on his own lands and the rate that can be obtained by selling
water at current prices. However, the amount of water actually pumped in
the latter case is considerably less.—zl Empirical results that support this
cohclu'éioﬁ are reported by Naseem in his stu&y of small farmers in Sahiwal
District.§ |

Seconri, almost all studies show that m 1::hle afbeis where canal water
ig reasonably certain and where ground water ig available to further
reduce risks, differences in the adoption rate of indivisible technology such
as improved seeds and fertilizer among various farm sizes has heen relatively

4/
small,

The above findings are consistent, not only with those of other similar
irrigated areas outside Pakistan, but with the contrary findings that are coming
to light in investigations of ecologically marginal wheat growing areas in
theAridZone. There, it has been demonstrated that farm size has beena
significant variable in the diffusion process, a finding that is related to the
much higher levels of weather-related risk that underly agricultural production,

A third possibility with respect to differential increases in the contri-

bution of value added by farm size could arise from the process of mecha-

nization: fodder acreage released for alternative crops, increased yields,
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shifts in the cropping pattern, increased cropping intensity, etc. The
following chapters go into these questions in greater detail, however, the
available evidence suggests the following conclusions about mechanization:

1, There has been little or no yield effect.

2, The very large farms, Tb-acres and over, ﬁave probably not
increased cropping intensity as a result of mechanization, The impetus to
obtain tractors was fueled by distorted economic pclicies and the desire to
resume land for self cultivation.

3. Farmers in the 30-50 acre category who purchased tractors
appear to have reached relatively high cropping intensities (in the rice areas
approaching double-cropping), partly as the result of having a large supply
of power,

4. A considerable portion (20%) of the lands being farmed by all
size groups having tractors, was formerly unreclaimed land. These lands
represent an addition to the amount of acreage available f.or cropping and
hence important contribution to growth. (If this growth in acreage were
attributable to mechanization, it would also insure a high social rate of
return to tractors. )

In comparing '"before' and "after' models of mechanization without
reclamation, the rate of return at social accounting prices varies
from negative in the areas without supplementary water to approximately 30
percent in the tubewell areas. Much of the pressure for mechanization has

come as a result of profits atiributable to distorted factor prices, and the
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possibility of capturing the productivity gains of improved seeds and
fertilizer by cultivating the land under self management.

In summary the evidence suggests that the crucial element in diffe-
rential contributions of growth by farm size continues to reside in the ability
to increase the supply of supplementary water, Tubewells continue to be the
basis for increased cropping intensity; they also insure, in areas where
canal water is uncertain, that the risk element does not enter unduly into
the diffusion of divisible technology in the form of HYV and fertilizer.

Lastly, the demand for 1.l:r'za.ctors has been encouraged by a high rate of private

return, often in cases where the social rate of return was quite low.

An Anatomy of the Green Revolution

From the foregoing observations, the following scenario is a
plausible reconstruction of agricultural growth during the decade of the 60's,

1, The beginning of the green revolution can be dated somewhere around

1960, Undoubtedly aided by several good weather years, this period never-
theless marks the use of discernible quantities of fertilizer and the spread
of privately installed tubewells, As would be expected, (a) an important
growth element was increased acreage under crop, and (b) sugarcane, a
crop with high water and fertility requiremenfs, benefitted most from these
inputs and became the cutting edge of the -incxl'eased cutput,

The distributive effect of this period was overwhelmingly in favour
of the larger farmers since (a) tubewells are "lumpy'' inputs requiring

significant capital investments, (b) the percentage of cash crops on large
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farms unconstrained by subsistence requirements is much larger, (c}
fertilizer stocks were short and adequate supplies required the use of
influence.

2. This initial impetus -- which established the approximate trend line
for the decade -« was intetrrupted by two drought years, 1965/66 and 1966/67,
Although these years saw & significant decrease in output as a result of
weather, the impact on the use of inputs was less severe, Indeed, there is
undoubtedly a good deal of truth in the argument that the prclonged drought
stimulated the installation of tubewells as nothing else could have done,

3. The year 1967/68 was the year of Mexi-Pak. “he Government launched
an all-out campaign, sometimes bordering on coercion, to diffuse the
Mexican wheat seeds as widely as possible, Good weather, a record off-take
of fertilizer and the water from some 60 thousand tubewells boosted wheat
output from an average of 3. 8 million. tons, obtained during the first part
of the decade,to 6.3 millicn tgns, an increase of 65 percent. Although
certain other crops, notably sugarcane, suffered in the process, the net
result was a recovery from the slump caused by the drought plus an incre-
ment that re-established the trend value for the earlier period.:

4, In1960/70 rice, sugarcane and cotton again emerged as the leading

growth crops. Due to the over-evaluation of domestic prices (200 percent above world

-prices) cane,in that year,continued to be more profitable than all other crops

when supplementary water supplies were available. Growth therefore

continued to be the response to a disequilibrium condition that began with the
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introduction of tubewells, Because of the lack of improved sugarcane techno-

.
logy, the growth was associated with large increases in sugarcane acreage,

- The output of rice has also increased rapidly, particularly in the Province

- of Sind. However, unlike sugarcane, its comparative advantage was tre-
mendously enhanced by rising productivity, Vields in the two years ending

- in 1965/70 increaséd by 44 percent over their 1967/68 level.

. 5. 1970/71 and 1971/‘72 were disappointing years involving substantial
retreats in output from the 1969/70 peak. A combiration of events, including

o the trauma of war, resulted in significant declines in all major crops except

ﬁ maize and cotton. The latter, capitalizing on unprecedented prices and
unusually favorable summer weather, registered a gain of 35 percent in

- production over & period of 2 years.

i 6. 1972/73 and 1973/74 mark new highs in agricultural output and continue
the long term trend of approximately 4. 5% per annum, The 73/74 cotton crop

- was down approximately 7% from the all~time high of 1971/72, Rice and

i _ gugarcane increased in acreage and the former reached an all time high in

__ output, Wl}_eat also achieved a new record with an estimated 8., 3 million tons -

- nearly 15 percent of the previous level achieved in 1972/73,

- From this brief description, it is apparent that the green revolution
in Pakistan was a revolution carried out largely by farmers. Government

- activities and government institutions sometimes played a crucial facilitating

s role, but were never called upon to provide the initiative in either the early

: phases in which the production of water was the essential element nor in
-
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the latter stages when yields were significantly increased through the aprli-

cation of improved seeds and fertilizer.

FOOTNOTES

1, The fact that both wheat and cotton have increased suggests that
tubewell farmers are beginning to engage in substantial amounts
of double cropping. Table taken from Mubasher Lal Khan,
"Current Agricultural Situation, Problems and Prospects, "
Ministry of Agriculture, mimeo, 1973,

2, For computations, see Carl H, Gotsch, '"Tractor Mechanization
and Rural Development in Pakistan, ' International Labor Review,
February, 19873,

3. Mohammed Naseem, "A Field Survey of Small Farmers in Sahiwal
District, Pakistan,' Working Paper No. 5.

4. The relevant literature, in addition to the Naseem study, is summarized

in Refugio Rochin, ""The Impact of Dwarf Wheats on Farmers with
Small Holdings in West Pakistan: Excerpts from Recent Studies,"
The Ford Foundation, Islamabad, April, 1971, mimeo.
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Chapter III

AGRICULTURAL GROWTH AND STRUCTURAL CHANGE

Introduction

The process of economic growth involves two simultaneous phenomena,
The first, to which the major portion of Chapter II was addressed,can best

be characterized as accumulation, i, e. as the way in which important econo-

mic and social variables change - individually - relative to a previous time

period, {An exception were the comments made on changes in the cropping
pattern,)

Chapter III deals with a second intrinsic aspect of economic growth,
namely, with changes in the variables often used to describe the agricultural

economy relative to each other, This - essentially distributive - process

will be célled structural change and is assumed to occur at several levels
, 1
of aggregation, e.g. sector, region, and village,

The range of issues that have been investigated under the rubriec of
structural change is extensive, At various times, writerls have concerned
themselvés with changes in sector relationships, aggregate savings rates,
size of markets, size of farms, factor proportions in production processes,
population growth, rural-urban migration, political organizations and reli-
gious behavior, The discussion in this report, however, will be considerably
narrower than the above and will deal primarily wifh those aspects of the
structural change process that have observable economic consequences for

those who are caught up in them. (In the Pakistan case, for example, it dows



T

-43-

not deal with the fact that the cultural traditions rooted in the orthodox
Islamic faith are in the process of being altered profoundly and that thers is
every reason td suspect that this "modernizing" trend‘ will continue, )

The changes in the étructure of the economy mentioned above are
at the same time the result of, and the necessary conditions for, sustairad
growth. For some groups, the procéss wﬂl be rewarding in that it will mzan
a substantial enhancement of the value of the assets they currently hold; for
others, these same forces will be exceedingly damaging,

Chapter I argued that, given the large portion of material and human capi-
tal that may be fixed or have relatively low opportunity costs in a traditional
rural society, the pace of structural change is an important ingredient in
determining the extent and type of social tensions that exist., For example,
when change is reasonably slow so that generational mobili ty can provide
the necessary adjustments in the labor market, the effects are much less
noticeable than when groups who have already committed themselves to
certain careers are forced to alter jobsl and lifestyles at middle age. (It is
this latter situation that gives rise to the half-facetious comment that without
fixed assets, there would be no politics,)

In unplanned economics, market mechanisms are relied upon to
insure that various parts of the structural change process "'mesh', These
do not always work smoothly. For example, a common phenomenon in
advanced countries has been a demand for labor in the urban sector so strong

that it literally pulled people, young and old, from the rural areas. Such
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dislocations, while undoubtedly having some undesirable side effects on both
the rural communities left stranded by the exodus and the urban communities
unprepared for the influx, still have had the virtue of creating a labor force
that is productively employed and for which a reasonable degree of material
prosperity is assured.

But an equally prevalent scenario is one in which large numbers of
people are made redundant by a decline in the demand for labor in the .
countryside, In both cases, migration occurs because of a divergence in
opportunities between the rural and urban areas, But in the first case, the
presumption must be that most people would be materially better off as a
result of the transformation process. In the second case, no such statement
can be made, It is primarily 2 "push) not a ''pull," phenomenon. The failure
of the system to produce rates of change that "'mesh'’ will seriously affect
the welfare of those whose wealth in terms of capital (human and material)
has significantly depreciated. What is an ”acceptable" human cost to pay for
such growth is very much a matter of the value system of the observer.
However, preserving a sirict status quo is difficult to imagine, even by those
who hold what might be called a "'no-growth" position. The inexorable impact
of increasing populations on limited land resources dictate that some sort
of structural change must take place, What is at issue is the speed with
which it occurs and the distribution of the human costs of dislocation among

various groups and social classes in the affected communities.
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In the following paragraphs, a number of observations are made
that descripbe the changes that have already taken place in Pakistan over
the last decade and a half. The data are noticeably better at the aggregate
level than at the level of the rural community. However, there are again
a number of micro studies that provide some limited evidence on the direc~
tions of change.

Aggregate Data on Structural Change

Sectoral relationships: One of the statistics most often cited as an

indicator of development - and the extent to which the general structure of

the economy has been transformed from an agrarian to an industrialized one -

is the sectoral breakdown of GDP. The basic mechanisms, heavily dependent
on the decreasing relative demand for food as incomes rise, are well esta-
blished and have been observed in both time series and cross-sectional
studies.

Figure III. 1 provides the data for Pakistan. In 1859/60, nearly half
of the countries GDP was contributed by agriculture. By 1971/72, largely
as a result of the rapid growth in large-scale maﬁufacturing, agriculture's
share had declined to 38 percent.

Populaticn by sector:%-/ A second important statistic useful in
describing the stage of a country's structural tre;nsformation is the share
of the population residing in rural areas and linked closely to production in

the agricultural sector. Typically, this will be higher than the share of

agriculture in GDP both because of the lower productivity of labor in the
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agricultural sector and because some considerable portion of the labor force

residing in rural areas is not engaged in agriculture or agriculturally-

related pursuits,

Table WI.1, Distribution of Pakistan's Population

1972
Millions %y Millions % Millions %

Type of Residence 1951 - - 1éf-;l1

Metropolitan areas 2,151 6,4 3,549 8.3 6,309 9.7
{3)

Medium cities 1,647 4,9 2,640 6.2 4,086 6.3
(k6)

ILarge towns 636 1.9 888 2.1 1,367 2.1
(20)

Other urban 1,585 4.7 2,57 6.0 4,902 7.6

Total urban 6,019 17.9 9,654 22.5 16,664 25.7

Total rural 27,761 82.1 33,226 77.5 48,2286 74,3

Table IIl.1 provides a breakdown of the data on residence for the
three most recent census years: 1951, 1961, and 1972, These show clearly
that while there has been a substantial increase in the absclute number of
rural residences, there has been a significant decline in the relative size
of the rural population.

It is obvious that substantial urban migration has taken place during
the 1960's and early 70's. However, many of the casual arguments that scck
to relate population pressures to political tension depend very much on the

kind of migration that has taken place., For example, Ali Mohammed notes
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that part of the increase in city size are the result of traditional patterns
that have existed for decades. A particularly interesting case is that of
unskilled labor from certain districts of N, W, F. P, moving to Karachi in
search of jobs in the construction industry. Simiiarly, the districts of the
northern Punjab continue to supply large numbers of recruits to the Armed
Forces. (The earnings remitted in both these cases are a major factor in
the welfare of the labor-exporting area,)

However, recent years have established new patterns of migration
from the agricultural areas to the towns and cities. For e:iarnple, S.J. Barki's
survey of a number of smaller urban areas shows that these towns have grown
at rates that suggest nearly 30 percent of their growth is attributable to in-
migration."?"-/ Unlike the unskilled laborers that constitute the bulk of the mi-
grants from the mountainous areas of NWFP, migran£s to urban areas from
neighboring agricultural areas comprise a much broader spectrum of the
population. Small landlords, tenants and skilled artisans.as well as landless
laborers have been a part of the influx. (As subsequent sections indicate,
this xind of diversity is consistent with the changes that have taken place in

the agricultural economy. )

Misre.Lavel Transformation

Previous comments have been directed largely toward those aspects
of the structural transformation process that encompass the relationships
between the rural and urban areas, Equally relevant questions can be raised

about the changes that have taken place within the rural sector itself. While
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Table I11.2, Growth of Survey Towns and Proportion of Migrants in Their
Populations, 195169
Population Rate of Growth Migrants
“Town District 1951 1961 1969 1951-61 1961-69 Number Percent of
Population
Haripur Hazara 7,979 10,217 12,200 28.0 19.2 3,420 28.0
Charsar”da Peshawar 27,048 37,396 49,300 38.3 31,7 6,730 13.7
Gujarkian Rawalpindi 8,456 11,529 15,700 35,7 35,8 4,890 31.1
Gojra Lyallpur 20,409 29,665 43,200 45.4 45,7 10,100 23.4
Jarnawala Lyallpur 17,969 26,953 39,8600 50.0 46,8 11,300 28,5
Kot Radha Lahore 8,657 10,536 12,100 21.7 14.8 1,730 14,3
Krishna

Kamoki Gujranwala 5,588 25,124 40, 300 61.5 60.4 14,800 36.7
Sangla Hill Sheikhupura 9,379 13,738 19,200 46.5 39.4 3,890 20,3
Dasxa Daska 15,375 20,406 27,600 32.7 35.3 7,420 26, 9
Pasrur Sialkot 9,403 10,836 12,000 15.2 19,8 1,280 10.7
Burawala Multan 15,372 34,237 61,800 122.7 50,4 17,800 28.8
Rohri Sukkur 13,243 19,072 24,200 44,0 27.0 8,800 28,1
Larkana Larkana 33,248 48,008 63, 900 44,4 33.2 13,300 20.8

Total 202,166 297,772 421,100 47,3 41.4 103,460 24.6

Scurce: Shahid Javed Burki,

1874,

-

"Migration, Urbanization and Politics" in Population, Wriggen, (ed),
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there is little doubt about the general direction that the changes in such

basic elements of structure as the distribution of farm size and the size of
various social groups have faken, there is relatively little hard evidence
about overall magnitudes. Only the most rudimentary accounting accompanied
the land reform measures of 1959 and 1972 and hence no éuthoritative statement
can be made about its effects or the effects of the government's land conso-
lidation progrém. Because of the lack of an agricultural census that enume-
rated the distribution of landownership, no heip can be obtained from that
auarter either, The best that can be done is to examine several limited
surveys to underscore the direction - and in selected cases - the rapidity,
with which change in the micro structure has taken place.

IBRD mechanization survey: Important evidence regarding the impaat

of mechanization on the size of operated holdings is contained in a survey of
tractor owners carried out for the IBRD by the technical staff of the Agriculiural
Development Bank of Pakistan, 4/ Perhaps the principal result of the survey

is that after the introduction of the tractor, average farm size (operated) grew
by a factor of 2,4. Table III.3 shows the breakdown of the sources of the
increase.

Table III.3 Sources of Increase in Farm Size in IBRD Tractor
Mechanization Study

Land previously uncultivated 22 percent
Liand previously rented out 42 percent
Liand newly rented in 24 percent
Land newly purchased 12 percent
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Although labor used per operated holding grew, this was nota
product of increasing intensity, but of increases in the number of acres
cultivated, Labor per cultivated acre dropped by some 40 percent. Estimates
of full-time jobs displaced by each tractor varied from 7.5 to 11.8 depending
upon assumptions about the amount of labor supplied by tenant families.

Burki survey:! A second piece of evidence regarding the extent of

changes in the size structure of holdings is to be found in a series of field

; 5
surveys done under the supervision of 8, J. Burki in 1969, After tabulating
the results of several hundred interviews done in 27 villages of the Punjab,
he concludes:

"...of the total land held by the farmers owning between 50

and 100 acres, as much as 19, 2 percent was acquired through

purchases in the 10 year period between 1958 and 1969, . .the

owners of less than 10 acres and between 10 and 25 acres held

respectively 12,2 percent and 6, 9 percent less land in 1969

than they did a decade earlier. The big landlords, with holdings

of more than 100 acres, alsclost 15.7 percent of the land in

the same period. The principal beneficiaries were the middle

landlords, with the 50-100 category having acquired 19, 2

percent of the total land transfers,”

These data suggest that a pattern typical of advanced countries is
being followed in Pakistan also. Medium landlords, seeking to increase their
holding sizes in order to utilize fully lumpy mechanical technology in the form
of tubewells and tractors were the most aggressive group in acquiring
additional land, Their smaller neighbors, unable to reduce unit costs withcut
access to the technology, often found it advisable to rent out or sell their

land and move to the city. The larger landlords were not confronted with the

same incentives and hence tended to be less active in increasing farm size,
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Eckert employment surveyi~  In addition to studies that provide

evidence on shifts in farm size, some work has been done regarding the

changes that have taken place in the relationship of various social classes

to the production process. In a detailed report on conditions in the Punjab,

Eckert reaches the conclusion that the following classes in the rural arcas

face the greatest difficulty.

1,

Temporarily hired landless labor: This group is estimated to
number nearly two million households. They averaged 135 days of
work in 1971; annual household income averaged Rs., 175,
Permanent hired landless labor: Estimated at 1. 3 million in the
Punjab, household income for this group was Rs. 193 per year.
However, they received a substantial amount of income in kind.
Tenant farmers: In additio.n to the uncertainties of displacement,
tenants are vulnerable {0 a continued upward pressure on rents as
more and more landless compete for less and less land. Eckert
estimates that there are over 4 million families in this category.
There is no reason to expect that over time their position wiil
improve relative to landless labor,

Small farmers: The Census of 1960 suggests that some 20 million
households live on operated holdings of less than 7,4 acres, These
farmers are often among the pcorest families in the village since
the social status associated with land holdings often acts as a

deterrent to part-time labor on neighbor's fields. With increasing
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self-management on the part of the larger farmers, many have
found it increasingly difficult to rent in encugh land to provide a
minimum size holding,
5. | Artisans: The traditional artisans class has been declining in size
for several decades, both as a result of increasing monetization of
rural transactions and greater access by rural people to small towns
where cheaper and better quality goods are available.
’fhe Eckert survey, although it is limited to the Punjab, is extremely
useful in thinking about the process of rural transformation since it identifies

specifically those groups whose welfare will be most seriously affected.

Conclusions :

The failure of the Agricultural Census of 1960 to report data on the
distribution of land ownership doomed forever the possibility of establishing
with any precision the rapidity of the process of landlconsolidation during
the decade of the 1960's. Even if some fuiure economic historian attempted
to go back into thé revenue records in which land transactions are recorded,
the various subterfuges employed to circumvent the land reform would be
hig undoing. Under any circumstances, the issue is partly academic, Frcm
a policy point of view the process - whatever its magnitude - has atf least
partially run its course. |

In the following chapter, it will become clear that Government
economic policy actively supported a growth process that had implicit m it

a high rate of structural change. Moreover, there appears to have been
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little concern for the inevitable human costs that accompany such rapid
changes in residence and employment. While the tangled web of circumstances
makes it difficult to distinguish the causes of political unrest at the turn of

the decade, there are grounds for thinking that no small role was played

7/

by the type of development process that had gone during the 1960's.~
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FOOTNOTES

This definition of "structural change'’ leaves the term ''structural
transformation' for the general process by which agrarian societies
are transformed into urbanized, industrialized ones. ''Development’
then becomes a structural transformation process of which the

user of the word approves.

For a time series analysis of accumulation and structural change
in a number of important countries, see Simon Kuznets, Modern
Economic Growth. Cross sectional or cross country analysis of

similar problems can be found in a series of papers by Hollis
Chenery and his associates. Cf Hollis Chenery, et al., "Uniform
Analysis of Development Patterns,' Project for Quantitative
Research Report No. 148, mimeo, 1970,

- This section is based largely on S.J. Burki, "Population Growth

and Economic Development in Pakistan," Working Paper No, 14,

For a detailed dlscussmn of changes in the distribution of Pakistan's

- population, see S.J. Burki, "Migration, Urbanization and Politics

in Paklstan in erggens (ed )Populatlon! 1974

McInerney, J P., and G.F. Donaldson, The Consequences of Farm
Tractors in Pakistan: An Evallation of IDA Credits for Mechanizax

tion of Farnds in Pakistan, 1966-1970, IBRD; unpublished draft,
March, 1973,

S.J. Burki, "Development of West Pakistan's Agriculture: An
Interdisciplinary Explanation, " in Rural Development in Bangladesh
and Pakistan, Stevens, et al. {eds.), Hawaii University Press,
1975,

Jerry B. Eckert, Rural Labor in Punjab, Plamning and Development
Department, Lahore, 1972, mimeo,

Shahid Javed Burki, ''Social and Economic Determinants of Political
Violence: A Case Study of the Punjab', The Middle East Journal.
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Chapter IV
THE ROLE OF GOVERNMENT PRCGRAMS AND POLICIES

Before turnihg_ to a discussion of potential rural development
scénarios for Pakisfan over the next decade - and the role AID might play
in them - it is dsé’fﬁl (?: ) to gauge the extent to which government policies
have enéourag’ed the fype of Structurai iré.hsformation process that has
been observed, and (2), \.fv‘he.re. theée s'eeni to have been im:porfant but
undesirable, to offer what might be called t'i:le é;tanaafa antidote, The
latter consists primarily of édmonitiohs to correct sotne of the hiore obvicus
kinds of price distortion, to strengthen the institutions that serve the smeii
farm sector, and to consider the far reaching benefits that would be associn-
ted with measures of agrarian reform that would lead to a small owner
agriculture concentrated on the 10-20 acre farmer, No effort is made at
this stage to raise the critical question of the feagibility of implementing
such policy suggestions. Rather, they reflect simply the kinds of activities
that ought to be undertaken if "rural aevelopmem" were to be defined,
however crudely, as a program designed to improve the well being of the
majority of the inhabitants of the rural area, The discussion of how these
suggestions are likely to fare in the reality of Pakistan's social and political

environment is reserved for Chapter VI,
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The Supply of Improved Agricultural Inputs

The fifst' Qhestioﬁ that might be asked regarding the Government's
role ih agricultural devei_opment has to do with the provision of the inputs
that have been identified as being crucial to the increases in output described
in Chapter II. Two sets of problems can be distinguished; (i) thoge related
to the procurement and distribution of an adequafe supply of ”standa'rd;'
improved fechnoiogies that were élreécty reasonably well understcod and
(2) those related to the creation or adaptation of essentially new technology
to the Pakistan environment., The first category would include making ferti-
lizers available, obtaining the necessary pesticides, importing the seed
of improved varieties for direct sowing, etc. The second would comprise
various kinds of research and develcpment activities including basic biclic-
gical research, adaptive work on improved genetic materials imported rom
abroad, and engineering work on mechanical techno].oéy. Included alsc would
be research on the proper cultural practices for incorporating ''standard
technologies' into the existing agricultural regime, e.g. fertilizer trials
and tractor tests. Both facets of the problem are discussed in the paragraphs
that follow,

Mechanical technology: The first real technological breakthrough

after Independence came in the area of improved methods of providing
supplementary ground water, Initially, tubewells were installed under
government auspices as schemes for dealing strictly with water-logging and

salinity (e.g. the Rasul scheme} or, in the case of Salinity Control and
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Reclamation Project I, to provide substantial additions to the historical
canal supplies. But as the data on water availability shows, the program
produced only a small portion of the increased supplies utilized in the 60's.
The remainder was produced by equipment manufactured and installed by
the private sector.

The policy struggle between the pmponents of public and private
groundwatef deveiopm’e’n’é’has 'bjr no means béen resolved; Some of the broader
issues involving groundwater management, withdrawal efficiency and the
di'stribution of farm incomes will be treated in more detail in Cﬁapter VI,
However, from a purely technol ogical point of view, the failure of the
Government to adopt a program aimed at improving the efficiency of locally
manufactured equipment is unfortunate. Despite numerous suggestions, some
originating from expatriate engineers working on the public tubewell programs,
there have been no substantial research and development efforts in Pakistan
aimed at improving the performance the pumps and motors that are being
made in small shops throughout the agricultural areas. The methods of
manufacture, the materials and the design,are all of pre-WWII vintage;
hence there would appear to be considerable scope for technical improvement
while retaining the simplicity and scale that makes these implements attrac-
tive.

Ancther mechanical input that has been the subject of great contro-
versy in Pakistan has been the tractor. Inl 972, an estimated 25,000 had

actually been imported, most of these being in the 35-45 horsepower range,
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Although the major fault in the mechénization policy lies in the eccnomic
sphere, i.e. in factor price distortions, the decision to import only relatively
large tractors was also detrimental to an orderly structural transformation
process, Large farms, of course, beget large tractors and when agricul-
tural officials. were choosing the sizes to be imported, they had only the

large farms in mind as potential users, But the converse is also trlue, i.e.
large tractors beget powerful pressures to increase farm gize. It is clear
that at least some of the res:u_ltslih the studies on land ag'glloﬁiera‘:c'_ion cited
in Chapter Il would have beed different if tractor Bizes had been differen’.si 1_/

Chemleal inputs: The second crucial element in the aratotny of the

green revolution was the increased use of chemjcal fertilizers, Here the
Government's record is spotty., On the plus side, there was the policy of
substantial input subsidies at a time when the inorganic materials were first
being introduced, a point dealt with at greater length in the next section,

But on the minus side has been an unwillingness to remove subsidies when
they were no longer justified and a periodic failure to employ a forward
looking approach tc the programming of supplies. Particularly in the mid-60's
and most recent past, agricultural output suffered because of fertilizer
shortages. Given a social benefit-cost ratio that is probably higher than for
any other agricultural input, it seems hard to justify running out of fertilizer,
OCbviously, this does not imply that no thought whatsoever should be given

to the opportunity costs of holding stocks, but the resources tied up in a

fertilizer with a 3-4 month turnover are minimal compared to the losses
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suffered by the economy when shortfalls occur.

Another area of concern with respect to the provision of fertilizers
is the nutrient mix. I has been widely reported that at least part of the
problem of declining wheat cutput in the recent past can be traced to the
failur;e of farmers to apply enough phosphate. The effects of nitrogen fertili-
zer are, in part, dependent on the balanced availability of other nutrients.
Where the soil's natural deposits are depleted as a result of intensive
cropping, réplacement of these non-nitrogenous nutrients is necessary for
sustained increases in plant yields. Currently the N/P rates are on the
order of 10:1 rather than the recommended 4:1.

A second continuing input problem for the Government is in the area
of chemical pest control, Initially, pesticide materials were provided free
of charge to farmers and were even applied by the Department of Agriculture,
For a variety of reasons, this policy drew increasing fire in the late sixties,
It was expensive, the work done by disinterested bureaucracy was haphazard
at best, and its distributiﬁe effects were clearly regressive. Subsequently,
changes in the policy were introduced toenable farmers to purchase and
apply their own chemicals although these have continued to be subsidized,

{In 1972, farmers in the Punjab were paying 50 percent of the costs of the
material; in the other Provinces, subsidies continued at the rate of 75
percent),

The problem presented by the introduction of pest control measures is

typical of many of the agricultural innovations that will play a role in
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Paldstén‘s rural areas over the coming decades; .I:?é'sticide‘s, mciudmg
weedicides, are a highly divisible form of techriol ogy and herce wei; within
thé financiél reach of most local farmers, However, the amount of informa-
tion and management capability required to implement a program effectively
is generally an order of magnitude above that required to plant improved
varieties and to increase dosages of fertilizer. Consequently the network
of agents and distributors who have also "sold" information in the process
of selling fertilizer are likely to be much less satisfactory as a guide to
farmer decisions. It would be hard to think of another area in which a
vigorous program of up-grading the extension staff would be more beneficial,

Improved varieties: The Government of Pakistan is to be congra-

tulated for seizing the opportunities to increase agricultural output afforded
by the improved wheat and rice varieties. Partly as a result of technical
assistance supplied by the Ford Foundation, the Rockefeller Foundation
and AID, extensive imports were made to initiate the program, and a
generally effective program of research was started in the mid and late
sixties., As Figure II showed, 1967/68 witnessed an enormous increase in
wheat acreage and wheat output. The seed for this rapid increase was
obtained in part from imports and the Government mounted an effective
program for getting the seeddistributed.

Subsequently, Pakistani wheat and rice breeders, working within
the framework of the international crop improvement centers in the Phi-

lippines and Mexico, made significant progress in adapting the new genetic
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- materials to Pakistani conditions, Experiment stations in several parts
of the country were strenthened and a program of coordinated research
- begari to emergé. Iméroired quality charaeteristics were bred into both wheat
H and rice varieties aibngwith increased disease and pest tolerance.
| Unfortunately, the embryonic research system was among the first
“ casualties of the political turmoil that has characterized Pakistan's recent
- past, The léaderShip that had been supplied by several senior scientisis
was severely affected by death and by removal for alleged corruption, The
“ s';taffs of the various Institutes, along with colleagues in other insfitutions,
ﬁ went for long periods without pay. Work was further hampered when small
o grants of discretionary funds were suspended as a part of the general
cessation of foreign aid brought on by the war. The result of these setbacks
w has been to force Pakistan to begin anew in developing a research capability
i in this area. This includes not only a reinforcement of the major ceréals
team, but urgently needed improvements in research on oilseeds, cotton
ﬁ and-pulses,
- There has been considerable debate on how the new research
system should operate. The types of issues raised in.clude the appropriate
e levels of centralization, the structure of the incentive and reward system,
_ the make-up of the research teams, etc. To date, the government has
-
not moved with great alacrity to sort matters out. It is unfortunate that some
- - of the more crucial organizational questions were not dealt with before the
- bloom of the green revolution wore off, To be sure, the failure to take
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advantage of the early breakthrough to develop and properly institutionalize
a research system is not something that can be laid only at the door of the
Pakistan government, Much of what happened bears the imprint of foreign
advice and foreign persox:lalities. However, the country is now at a stage
when the rather haphazard approach to research organization must be
repléced With a?;qrhéthing more systematic,

Insfifutionalizing an effective agricultural research program will
not be easy, Pakistan is no differert than most other countﬁes in finding
it difficult to promote cocperation among various disciplines and research
institutiors, The factionalism that characterizes the couniry's bureaucratic
and academic institutions makes progress doubly difficult. However, there
is no alternative. Agricuitural regearch, unlike a number of other institu-
tions usually found in the agricultural sector, is a necessary condition

for development. That is, regardiess of the ultimate pattern of structurail

transformation the country chooses, progress will be stymied if new

knowledge about improved methods and practices is not constantly fed into

the system.

Agriculture price and income policies

Tt iz impossible to take up all of the issues relevant to a description
of the Government's past and present economic policies toward agriculture,
The origin of some of the most significant determinan.s of the economic
welfare of rural pecple lie well outside the rural sector, e.g., in the

efficiency and structure of the industrial system, the incidence of tariff
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policy, subsidies to urban labor through ration shop sales of food grains,
ete. However, I shall deal in the main with the structure of prices as they
directly affect agricultural inputs and outputs.

Input pricing: As indicated previously, Pakistan's use of input

subsidies was a significant development tool during the 1960's. The Govern-
ment correctly understood the need to make the profitability of unfamiliar
inputs such as fertilizer and pesticides sufficiently high so that their diffusion
would be assured. However, this policy was pursued long after its legitimate
aims were fulfilled and has since represented a polic:)Ir aimed at maintaining
agricultural incomeé réﬁ:her than one of ﬁromoting innovation,

Devaluation {plus the rapid rise in world prices) has forced fertilizer
érices drastically upward. Substantial subsidies have remained, however,.
According to Planning Commission estimates, they make up nearly 50

percent ¢f the agricultural development budget,

Table IV.1, Prices of Selected Fertilizers

19898/70 1970/71 31/1/73 11/8/73
Urea (110 lbs, bag) 29 31 35 55
Ammonium sulphate 13 17 17 25

{112 1bs bag)
Twirie guner phosphate
(110 Ibs bag) 20 20 26 34
Perhaps the most far reaching policy error on the input side was

committed with respect to pricing tractors. As a result of several foreigu

currency loans, the cost of tractors in real terms to farmers in Pakisian
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was less than what they cost farmers in advanced countries ~- and this
in the face of rural wage rates that are a fraction of those in developed
countries, The result was a rate of return in areas with supplementary
irrigation water on the order of 40 to 50 percent, {Curiously, in canal
irrigated areas without supplementary water, the rate of return was
esﬁﬁated 1o be below {he bénk lendlng rate; Oﬁiy wheﬁ it was assimied
that the purchase of a tractor was accompanied by the eviction of tenants
was a return on investment obtained that would appear tc be large enough
to motivate machinery purchases. )?./

Qutput prices: The continuation of substantial subsidies, direct

and indirect, on agricultural inputs can only be appreciated in the light
of decision to hold down output prices., This decision, in turn has its roots
in the desire to limit or moderate the raté of increase in the price of basic
foed stuffs and to provide raw materials to the export sector at prices
that would make them competitive in world markets,

The issues involved in such decigsions are, of course, intensely
political and cannot be judged solely on economic grounds. However, it
is clear that the subsidies projected, if continued, would create a heavy
financial drag on the development budget as well as continue a policy of
distorting relative prices. A great deal has been written about the distor-
tions in relative prices between major commodities and their implicationg
for the efficient use of Pakistan's land and water resources. Prior to tae
devaluation and the drastic fluctuation in world market prices, the argument

concerning needed changes in government policy went as follows:
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(1) Relative prices of a number of commodities did not reflect compa-
rative advantage of Pakistan's land and water resources. Wheat
and maize, for example, were being subsidized at 50 percent
avove world market levels while sugarcane was pegged at appro-
ximately 200 percent above the then prevailing world sugar price.
Rice and cotton, on the other hand were being sold at or below
world market rates. It was argued that these distortions imposed
an unnecessary burden on the economy and should gradually be
adjusted to produce a more efficient allocation of agricultural
resources,

{2) Because the non-agricultural sector was also greatly distorted,
it was recognized that simply lowering the supported prices of
certain important.commodities might have an undesirable effext
on agricultural incomes. Consequegtly, recommendations on
relative price adjustments were accompanied by suggestions that
a general overhaul of the mechanism for allocating foreign exchange
wag required.

Little action was taken on these proposals until the recent past
when the devaluation of the rupee significantly realigned the relative price
structure both within the‘a\gricultural sector and between agriculture and
nen-agriculture. This dc‘curred_ because no attempt was made after the
devaluation - except in the case of sugarcane - to maintain the administered

relative price structure that had grown up under the previous system of
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prices. The result was that cotton prices, already growing stronger in
world markets relative to wheat and rice in the 1970-72 period, increased
still more in Pakistan, Second, an e‘ffort_was made to hold down the wheat
brice becaluéé of its effects on the wélfaré of the poorer sectidns of the
i)opulétion; This was made possible, as dn previous occasions, by the
import of substantial amounts of PL-480 wheat, However, this combina-
tion of chaﬁge‘s had it's repérdus‘sioné as i‘arméré, many of whom are not
yet double cropping, concentrated on increasing cotton output rather than
devoting resources to cereal grain production.

Currently, with cotton and rice prices at record levels despite
substantial export duties, plans are being made to increase wheat prices
significantly, thereby returning to the pattern of the mid-60's, The ressoning
is largely political, i.e., there is a substantial political risk in being =
food deficit country, With high wheat prices and relatively low prices for
rice and cotton, it is hoped that scarce regources in the form of land
and fertilizer will be diverted in the direction of food crops. There is
congiderable concern of course that increases in the cost of food will be
resented. However, the alternative -- the use of export earnings from
the cash crops to purchase food on the world market -- is perhaps even
more of a political risk.

The difﬁéulty with raising the wheat price in the interests of self-

¢
sufficiency is that other crops whose price levels have been pegged to

assure domestic production, will have to have their prices raised alsoc.
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Chief among these is sugarcane. After providing the cutting edge of growth
in the early 1960’5, recent years have witnessed a decliné in output as
farmers responded to the financial incentives of increased productivity in
wheat and rice and the increased prices of cotton. So far, there has been

no Widespféad b'r‘eakthroﬁgh in yields and hence the Suéart:ané crop continues
to repfeserii:: é net drain on the agricultural economiy in social terms, With
the heavy fixed costs represented by the industry's processing mills, it is
unlikely that the relative price structure will be altered downward in the

near future.

Organizations Serving Agriculture

Almost every government tries to provide a rather broad range of
services to rural people, Some of these can be linked to increased agricul-
tural output only indirectly, e.g. medical care, education and internal
security. . Others, e.g. cooperatives and extension activities, are more
directly related to the production process and hence can be expected to have
a more immediate effect on sectoral growth. In the following discussion, only
the latter dimension of rural service organizations will be commented upon.

Credit cooperatives: The fortunes of those who support cooperatives

as major instruments of development in the majority of developing countries
are currently at a low eb, Common sense suggests that the presence of pro-
fitable income opportunities associated with "lumpy’' technology would tend
to generate an interest in joint activities among small farmers. However,

the evidence from Pakistan and elsewhere suggests that certain pre-conditions
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are necessary for such organizational activities to take place. Aside from
the question of social stratification at the local level - an issue raised in
Chapter VI - Khan has noted that there are a number of environmental
{agro-climatic) factors that might be considered as independent variables

in an explanation of the difficulties encountered in building a viable coopera-
tive program.?" For example, failure of societies is closely correlated with
the inability to find a productive use for the funds borrowed by former
members. This may be due to several causes :. water logging, salinity,

poor soil structure, inadequate rainfall, etc. Whatever the reason, in such
mearginal and uncertain environments, two things (related through time)

tend to happen. First, there is considerable pressure to use funds for
consumption. Second, those funds that are used for the purchase of inputs
have a low and uncertain rate of return. The result is poor repayment records
on the part of members, with a subsequent defaulting of the society as a
group.

In Pakistan, there are also more widespread difficulties that arise
out of a lack of administrative and managerial capacity at the local level,
When a top-down style of organization is employed, cooperatives spring
full-blown into existance and the process of developing local leadership is,
for the most part, bypassed. Without managers from the outside to fill the
gap until members develop encugh experience to manage their own affairs,
it is unreasonable to expect that the business acumen will be present to
scrutinize loan applications, order requisite supplies and, in general keep

track of funds,
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Considerations such as these prompt Khan to make the following
comment about the history of the cooperative movement:

The main conclusion of the study at hand is that the sample

farm credit cooperatives failed to achieve their cbjectives.

A very pertinent question might be asked, Was it possible

for the sample farm credit cooperatives to develop into viable

units, and if so, how, The simple and straight forward answer

would be that under the existing environment and the type of

inputs, the sample cooperatives could never be expected to

do any better. As a matter of fact, these cooperatives were

destined to fail in achi7ving their objectives, right on the day

they were organized.é

Khan then makes a case for thinking of coops in development terms.
By this he appears to mean organizations capable of implementing the
elements of an integrated rural development program, e.g. the Comilla
approach in Bangladesh. In addition to providing capital, such cooperatives,
working with substantial inputs of managerial skills and funds from the
government, would become the basic instrument for agricultural develcpment.
Inputs wculd be made available through this organization, but in addition
cutputs would be purchased, extension advice given, and, perhaps most
importantly, communal activities would be undertaken that would make agri-
culture more productive. Examples of the 1atter would be the digging of
drainage channels, enlargement of watercourses, construction of check dams
and gmall catchment basins, etc,

There is merit to this suggestion. Such efforts at developing village-

level cooperatives, supporied by a tier of centralized services at say, a

tehsil level, has been demonstrated in several developing countries,

Indeed, the work now going on at the Academy of Rural Development in
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Peshawar demonstrates the potential for such activities when they are
pursued with adequate resources and by organizers with a gocddeal of insight
into the moiivations of rural people.

Most students of cooperatives in Pakistan have concerned themselves
with measurements of the symptoms of cooperative performance: default
rates and growth, Their findings with respect to the effectiveness of local
organizations has been largely negative, Unfortunately, cooperatives cannot
simply be written off as advocated by some proponents of market-oriented
rural change, It is to this objection that Khan's study is addressed. Cn the
one hand, communally organized institutions are a necessary condition for
small farmers to participate in many types of improved agricultural practices,
Cn the other they have had a rather dismal record of failure, Not only have
they not involved small farmers, they have often been an expensive drain on
the Government's development budget. The source of the dilemma is not
hard to locate, bul its resclution under Pakigtani conditions is another matter.

Extension services: The description of the dynamics of the "green

revolution' underscored the fact that the extension service‘played oniy a
marginal role in the rapid agricultural growth that characterized the 1960's,
The work of the lowest echelon, the Fi-eld Aggistant, was consumed more by
the demands of the larger farmers and an increasing amount of paperwork.
than by visits to the small and medium cultivators in his district. In many
instances, the role of the local extension agent was primarily one of applying

subsidized pesticides tc farmer's fields. Indeed, given the low wages,
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limited mobility and generally minimal qualifications of the lowest echelons,
plus the inadequate motivation of their immediate supervisors, it would trans-~
gress the bounds of normal optimism to hope that contacting small farmers
would become a part of the Field Assistantg! normal routine,

Critics of the current extension set-up have also pointed out that
the technical competence of the field staff is exiremely limited., There are
also not yet enough subject matter specialists at the district or tehsil head-
quarters to provide an adequate technical backup to the Field Assistants.

The twin problems of motivation and the development of expertise
at the lowest level were dealt with in the rice improvement program to some
extent by concentrating on a single crop and by drilling Field Assistants
in a few crucial operations prior to the appropriate season. In this way
enough of a technological base was generated to make extension agents
credible and useful to farmers. Unfortunately, the difficulty of insuring
follow-up to the training rests with a group (Agricultural Assistants) whose
own motivation and skill is relatively limited., Many are city boys doomed
toc serve the Department of Agriculture only because their marks were too
poor to permit them o enter the Foreign Service, the Finance Ministry or
some other more prestigeous agency.

To anyone familiar with the historical development of the Land Grant
system in the U, 8., it is no surprise to learn that the larger farmers are
already solving the 'technclogy access' problem in their own way. Resear-

chers at the Government stations and at Lyallpur University all report a
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- steady increase in the number of visitors inquiring about new varieties,
optimal fertilizer dosages and imf)roved cultural practices-. Transportation

- and communications are, for this group, no problem and the lowest level

d of extension personnel is of little help to them. (The excepfion is the locally
powerful figui‘es who commandeer the Department of Agricuiture's resources -

- includirig labor - for use on their own hoiding.j What this means is that

- there are unlikely to be any strohg grass-roots preésures for improving
the extension service. Those who are influential enough to make their wants

- felt by the bureaucracy do not need the lower echelons of personnel; those

ﬁ who need them have no way of influencing the organizations responsible for

| supplying their services.

“ Integrated Rural Development Program: The future of both the

i cooperative movement and the extension service is intimately connected
with an important new Government initiative, the IRDP. Too little time has

-

“ elapsed to provide evidence for judging the impact of the program even in

= the several areas where implementation has proceeded farthest. It is also
difficult to generalize about the adequacy of the theoretical framework within

- which policies are being developed,for each Province appears to be going

i its own way. Critics of the initial program noted that it appeared to repeat
many of the same mistakes of the village aid program of the 1950's. For

= example, it was envisaged that the IDRP would "integrate' a new tier of

- government services at the markaz level. The personnel were to be

supplied by the line departments but coordination and supervision was to he

o
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the responsibility of especially selected IRDP project managers, They
were to be a personal catalyst; it was not envisaged that they would be
given a substantial increment of rescurces with which to work,

In such a situation, it is hard to imagine how the line agencies would
get very enthusiastic about the program. Its effects would produce nothingr
less than a severance of direct contact between the departments and their
clientel.

The problem of bureaucratic control at the local level has been
recognized by researchers at the Rural Development Academy in NJW.F, P,
Instead of putting the local staff of the Departments of Agriculture, Health,
Revenue, etc. under the IRDP project manager, they have received per-
mission for the placement of staff at the markaz level, The affected
departments have understandably been much more enthusiastié about
broadening their own programs as long as they continued to share in the
action, While this approach has had its costs in terma of weakening the project
manager's ability t¢ coordinate various development activities, there is
now at least enough manpower at the correct level to assist in the organiza-
tion of cooperatives and the planning of land development work, Whether
in the long run the conceptual assistance from the Academy will be sufficient

to pull the markaz level works together intoc a team remains to be seen.

Agrarian Reform

The most far reaching governmental activities with respect to the

structural transformation of the rural sector are those that seek to redistribute



-T4-

IS T4
- .

land, Two reforms aimed at creating a more equitable distribution of
resources in the co‘unltrylrsid-e have beeﬁ uildertakeh, éach with its own
distinctive results. The first, the land réforin of 1959 irﬁtiéted by Ayub
Khan, is céﬁsidered by students of contemporary Paklstan 1c have been
instrumental in weakening the power of the "teudal’ lards ownihg aristocracy.
Many of those affected owned whole villages in varicus parts of the country.
While the effective implementation of even the 500-acre limit per individual
imposed by the reform was to some extent avoided by loopholes in the
legislation, there is considerable evidence that the reform and its after-
effects was a significant step in the modernization of the country.

The second form, initiated under President Bhutto in 1972, is
in some ways more ambitious than the first and seeks to limit holdings to
approximately 150 acres of irrigated land or 300 acres of barani land.

In addition there are a number of provisions that guaraniced tenants greater
security and a somewhat larger share of the farm’'s revenues,

Observers differ with respect to the likely impact of the 1972 reforms.
In part, this is because so few data exist on land ownership and land classi-
fication, It is therefore extremely difficult to ascertain how much cultivable
land is potentially available for redistribution. It is also a matter of one's
assessment as to how vigorous the Government is likely to be in pursuing
the various claims and comter-daiﬁs through the extended litigation that

has already begun.
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Even under the most optimistic assumptions, however, the overall
impact of the reform on the structure of rural communities is likely to
be small. Permitting individuals to keep between 150~ 180 acres in the
irrigated areas is sufficient to keep intact the system of social relations-
ships that currently exists in the villagesi Withou{ i‘eéuming land from
much smaller units, say everything above 25~30 acres, neither enough land
or enough redistribution of power will occur tc alter the basic political

. 5
complexion of the rural areag, -

Conclusions

The pattern of government policies reinforces the broad generaliza-
tions made ea;-lier:

(1) The government was important in seizing the initiative when the
new seeds made a "'green revolution' possible. However, this was a highly
personalize.d set of decisions and not a product of an institutionalized,
systematic, approach to agricultural development.

{2) The economic policies that were followed were conducive to a
rapid expansion of the new technology. By subsidizing both inputs and to
some extent, outputs, agriculture became a profitable enterprise, especially
for the larger commercially-oriented farmers,

(3) The institutions and organizations that are necessary to insure .
that the small and medium farmer had equal access to technology and

resources either did not exist or did not function to that end,
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FOOTNCTES

The experience of the Indian Punjab suggests that it is possible
to have a modern mechanized agriculiure based on much smaller
farm sizes. See Carl H, Gotsch, "Alternative Patterns of
Mechanization in the Indian and Pakistan Punjabs,’ Working
Paper No. 11, ' ‘

For a detailed discussion of the economics of tractorization, see
Working Paper No, 8 &hd Bashir Ahmed, "Farm Mechanization in
Agriculturdl Development: A Case Study of the Pakistan Punjab,"
unpublished Ph, D, thesis, Michigan State University, Fast Lansing,
Michigani The relationship between profitability and tenant eviction
is examined in Carl H. Gotsch, "Tractor Mechanization and Rural
Development in Pakistan, International Labor Review, February,
1973.

Mahmood Ali Khan, Cooperatives Dilemma, West Pakistan Agricul-
tural University, Lyallpur, 1972,

op. cit,

For a detailed discussion of the 1972 reforms, see Ronald Herring
and M. Gheffer Chaudhry, '"The 1972 Land Reforms in Pakistan
and Their Economic Implications: A Preliminary Analysis',

- Pakistan Development Review, Vol, XIII» No, 3, Autumn, 1974,
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Chapter V
A "SYSTEMS" FRAMEWORK FOR INVESTIGATING THE
POLITICAL ECONOMY OF AGRICULTURAL SECTOR PROGRAMS

Attempts 1o incorporate political and social considerations intc an
analysis of agricultural development programs increases substantially the
complexity of the analysis. The difficulties arise, not only from the simple
increase in the number of variables being considered simultaneously but
also from the fact that the causal relationships between them are not clearly
understood. However, it would add little to a broader perspective on sectoral
development if the focus on the prodﬁction system were dropped in order to
concentrate only on the political behavior of various interest groups and social
classes. Projections of the types of programs that can actually be implemeosited
in the countryside must be accompanied by a more adequate description of
the interaction between economic and politi cal‘. variables.

The attempt to develop a ''system’’ in which most of the major elementg
are endogenous produces serious methodological problems of a general nature.
These have been debated at great length by scholars in the several disciplines
that have- sought to utilize a type of structural-functionalist approach in the
development of social theory. Many of the academic discussions may appear
to be somewhat esoteric, but they underlie the question: From whose point
of view is the analysis being conducted? If policies are recommended, who
is assumed to be the agent of change? How is their willingness to initiate

1/

change to be rationalized?
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Merely raising these issues points to the need to develop a framework
of some sort for organizing the discussion in a way that it emphasizes the
interplay of a substantial number of different mechanisms. The following
paragraphs an_d figures seek to do this by developing a schematic represen-

tation of a rural sector model,

The rural production system: The most dbvious place to start in

assembling a framework is with the characteristics of the production sector.
No analysis can dispense with it, for the appearance of inconsistencies
between technology and the organization of resources is a fundamental force
for economic and political change. Substantively, one might begin by simply
examining the way in which output is produced and the incomes that are veno-
rated in the production process are distributed to the owners (controllers:

of resources. Cbvious components of such an investigation would be the magni-
tude and ownership {control) of resources fixed to agriculture,z—/ the tech-
nology embodied in and the availability of purchased inputs, the distribution
of organizational credit, the presence of marketing services, the way infor-
mation regarding improved cultural practices and new technologies is disse-
minated, and so on,

Figure V.1 jillustrates these relationships graphically, The reciangles
measure the conditions or state variables of the system; the valves represent
points of individual decision making; and the dotted lines show.inﬂuences from
exogenous sources, The structure is made dynamic by including a feedback

from the "income'' variable to the "resources’ variable, a link that is assumed
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to be controlled by the savings-investmenf decisions of individual members
of the various economic clagses among whom resources are distributed.

Investigating the interaction of investment decisions that affect the
unit size of resources (e; g, holding size) and the choice of techhology provides
useful insights into the dynamics of different rural simations; F"c::r example,
in areas where such highly divisible inputs as seeds and fertilizer have been
the major impetus to the "green revolution', one would expect a significant
increase in the productivity of the countryside, but no necessarily continuous
furthér change in technology or the tendency to agglomerate land. Where
holding sizes were relatively equal to begin with, the surplus produced by
the new technology would be evenly distributed and thus would not permit the
acquisiiion of land by some at the expense of others.

In situations where holding sizes were initially uneven, one would
expect a somewhat more unstable situation, While everyone theoretically has
access to the technology, the surplus generaied by the larger holdings would
obviously be greater in absolute magnitude than that available for investment
by subsistence farmers. Consequently, the disparity of holding sizes could be
expected to increase over time, albeit at a relatively slow rate.

The most dynamic situation, of course, is one in which both technology
and the agrarian structure have unstable characieristics. Not only does the
"lumpiness'' of the technology imply that significant economies of size are
present, but the size distribution of holdings is such that only some farmers

will be able to take advantage of the technology. They, in turn, can be expected
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to search for opportunities to rent land in or purchase land from small
farmers as they attempt to reconcile or adjust holding size to technology.
The interaction between these two conditions can be expected to create condi-
tions in which changes in the holding size structure of the agricultural secior

3/
may occur rather rapidly.

Political regimes, bureaucracies and development programs: The

dynamics provided by the adjustment process between technology and the
agrarian structure provides a good deal of insight into the emergence of
structural transformation probierns in different agricultural systems. But

it leaves unanswered questions doncerning the types of technology to be created
and diffused, or why the initial and continuing distribution of resources is

what it is,

In most countries, both of these var.iables are closely identified with
the activities of the State. Agricultural research, agricultural extension
services, agricultural credit, land reform and the subsidization of unfamiliar
inputs are all valid and necessary development activities well beyond the means
of the individual farmer. Hence any structure used to organize and evaluate
the potential for rural development activities must provide for information on
the make-up of the national political regime and on the characteristics and
capacity of the government burcaucracy that is to be entrusted with the design
and implementation of the development schemes.

The inclusion of political roles in the structure obviously complicates

matters immensely. For example, it raises the immediate question of how
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the political actors actually pérceive what has heretofor been called simply
'the structural change . . problem', Do they see it primarily as a poverty
issue where the threat to regime stability is seen in terms of absolute levels
of income or nutrition? Or is the regime threat posed in terms of comparisons
between various groups and classes inside and outside rural society? Perhaps
even more significantly, do these perceptions about the problem change as
atterpts are mg:tde to implement rural development programs? That is, does
a regime responding with a development strategy aimed at raising absolute
incomes find that it has set in motion a djmaﬁ:ic process in which it must
subsequently respond to relative deprivation? Is the regime's concern about
agriculture even prompted by the situation of its rural constituency or are
development programs primﬁrily the outgrowth of the need to supply chezp
food to a restless urban population?i/

Several elements of the regime's likely sources of concern have neen
included in Figure V.2, Included also are decisions on the direction and
funding of research, the types of agricultural organizations and the eccuomic
policies relating to agriculture. In addition to the feedback loops that indicate
the dynamics of political influence and resource flows, the concept of a "'gap'
between the actual income distribution and the distribution perceived by
politicians to create the necessary regime stability, has been employed to
provide a mechanism for relating percepiion to action.

A second area of investigation to which the structure points is the
relationship between the national political regime and the bureaucracy. Sepa-

rating the two groups in the structure implies that there is reason to suspect
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that in the decision-making process,there may be fundamental divergencies
of interest between the two parties. In such cases, use of the term YGovern-

ment' would disguise a potential source of difference in system behavior,

Power at the local level: National regimes and ceniral bureaucracies

are most often the initiators of rural development programs. But there is a
good deal of evidence that the forces that shape the actual performance of
rural organizaﬁons are much more likely to be found at the local level, Con-
sequently, no investigation of . rural problems would be complete without
introducing information on the characteristics of social stratification at the
grassroots level and its linkages to the rest of the structure,

l In Figuré V., 3, the distribution of powér is seen as a function of three
eleﬁents, two of which are internal to the model, First, and typically most
important, is the distribution of wealth that exists in a particular area, In
agrarian societies this means primarily rights to the use of the land, Itis
a variable encountered earlier in the description of the production process
and, in capitalist countries, is an important link between economic and

political phenomena,

A second area of inquiry involves the extent to which national or regional

political parties have sought to organize various groups or classes. Such
efforts, at least in terms of conventional democratic participatory forms
of mobilization, have proved to be extraordinarily difficult, However, soorc
examples, particularly among the so-called "transitional” countries such =

Tanzania, do exist.
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A third source of influence on the distribution of power stems from
non-wealth sources of status: tribe, caste, family and religion. While Weber's

remark that "property as such is not always recognized as a status qualifica-

"' may be valid,

tion, in the long run it is, and with extra<ordinary regularit_y,'
much of the current attempt to initiate shortrun rural development clearly
involves situations in which non-wealth sources of influences may be formi-
dable."s'/

Two avenues by which local elites may seek to influence the course of
rural development programs are also suggested in Pigure V. 3 First, there
is the ability to influence programs directly as they are being implemented
in the field. This includes the power to determine where such things as
schools and roads are to be built, who is to be the demonstration farmer,
and who is to be the chairman of the local cooperatives The second, but
equally powerful mechanism for affecting programs and policies, is indirect
influence through the national regime and the higher levels of the implementing
bureaucracy. Indeed, as subsequent sections dealing with rural works and
land reform suggest, much- of .the history of such programs can best be
understocd by the -interplay between national and local perceptions of the
problem of regime stability. Of particular interest is the lag structure between
the time that ceniral governments initiate various programs and when effec-
tive rural pressures are brought to bear for théir alternation,

The foregoing structure involving the agriculturai production process,
the make-up and role of the national political regime and its associated

bureaucracy, and the influence of the distribution of power among local
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groups is relatively value-free. These processes and these actors exist in
some form in every country. What is important for rural development acti-
vities is how the system actually behaves when different institutional para-

meters {in this case those of Pakistan) are associated with it,

Assgessing the Viability of Development Activities

The basis for alternative rural development stenarios in a particular
social and political environment lies in two kinds of diversity. The first of
these has to do with the differences in the demands and effects on the envi-
ronment among major programs, Research on new technology, for example,
chviously raiseé significantly different issues in terms of both the allocation
of resources and the importance of distributional side effects than those
implied by a program of land reform,

The second kind of variation that makes choice interesting, is the
potential for variation within programs. While it is true that land reform
poses different issues than expenditures on research, there are many kinds
of land reform. Evidence of this fact, for example, is that in many develéping
countries, reforms that attempted to isolate the agrarian elite have been
successful; however, when they sought to lower ceilings to the point where
th: more numerous medium size farmers were threatened, implementation
was stalled.

These two sources of variation can be thought of in terms of a two
dimensional matrix, the rows identifying basic programs and the cclumns,

legree of change within a basic program area, The question now
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becomes:Under what scocial and political circumstances is there a solid
presumption that a particular proposal or seque nce of proposals can be
implemented in the form envisaged by the economic analysis?

To some, this line of questioning will appear to be static and self-
defeating, It will certainly be difficult to accept for "can do' organizations
(and individuals), few of whom are willing to admit that they are as much at
the mercy of their political and social environment as they really are. Insti-

tutions are to be 'created" and ‘'changed," not submiited to, Moreover, the

‘potentially self-serving character of decisions not to mount programs for

those who are relatively powerless, is obvious. What better excuse to do
nothing than the defense that nothing can be done? However, if the previous
discussion on the source of difficulties in implementing rural development
activities is correct, then a reasonably careful social and political analysis
of the environment seems a necessary condition for implementation -- if

for no other reason than the fact that over the years so many well intentioned
remedies have in retrospect made gituations worse,

An illustration of what such an analysis of "implementability’ might
look like Vis shown in Figure V., 4., Though it is extremely crude, it is meant
to suggest that there is an inverse relation between the degree to which the
national political regime is dependent upon local political elites for support
and the distributive effects of the types of programs that can be implemented.

The X axis measures the distributive content of the program under

the assumption that it is to be implemented and enforced in accordance with
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i the rhetoric that accompanies its initiation. Most innocuous are those pro-

7 grams that would enhance the position of smaller farmers through credit and
s

extension programs; at the other extreme are programs that confiscate land and

i léad to a redistribution of property. In the first instance, one would expect

: a minimum resistance at the grassroots even though the enforcement of

“ the objective might mean some income foregone to the elite groups. But at

- least from an economic point of vie;,j}liosses would be only minori The lattér

(land reform) would of course be resisted mightily unless confiscated land

“ regources were translated into substantial sums of capital. In between, one

- could expect to find such policies as selective mechanization, where the

ﬁ decision not to permit the tractorization of agriculture would be vigorously--
but not desperately -- registed. Various price and fiscal policies would also

d be found in this intermediate category.

- The Y axis measures the dependency of the national regime on the
local elites for regime maintenance, As previous comments have emphasized,

L the notion of "local” has two implications: (1) 'that the decision-making

o _ processes are at the village level, and (2) that considerable geographic speci~
ficity is involved, Hence, with respect to the functioning of many rural

- development projects, "dependency" of the national regime is associated

- with a specific geographical area and not necessarily with aggregate grass-
roots influence,

= Several observations and caveats might be made about the schema

il in Figure V, 4. First, it illustrates the usual paradox of social reform,
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i.e. the point at which change is most needed is also the point at which the
ability to mobilize resources for resistance is most concentrated. For
example, those areas in which land redistribution is a necessary prelude
to any attack on the employment problem are also frequently those in which
the dependency facfor with respect to the national political regime is greatest.
A second andrelated observation might be that Figure V. 4 has trans-
formed the dymanic emphasis of the earlier systems discussion into a rather
static view of the problem. It misses the fact, for example, that implementing
any of the redistributive programs in period t would, by previous arguments,
alter the distribution of power at the local level in t+i. This in turn would
lower the extent of dependence by the national regime on the elites and provide
a constituency for an even more ambitious set of development activities
aimed at small farmers, landless laborers and the like., Ultimately, one
could at least theoretically envisage successful efforts to establish a political
organization among the disadvantaged that would permit a frontal attack on
the major sources cof disparity, i. e, on the distribation of resources.
The foregoing framework provides a means of organizing material
in such a way that attention is called to the interaction of economic, social
and political forces in determining the system's path. It now remains to probe
more deeply into the various major program areas and to determine, not
only what the programs are like in terms of their output and distributive
effects, but what gradations of change might be contained within a general
heading, These findings must then be brought together with an analysis of
the environment in which the programs are to be implemented in order that

some judgment can be made about their political feasibility.
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FOOTNOTES

These issues have been most clearly formulated with respect tc
rural development by Uphoff and Ilchman in The Pdlitical Economy

of Change, University of California Press, Bekeley, 1971,

At a minimum, one would want to know how resources were distri-
buted among laborers, who own only their labor power; tenants,
who own labor and some capital (equipment); peasant proprietors,
who own labor, capital and land; and landlords, who own only land,

This situation, which most closely describes the Pakistan case,
has been explored at length in Working Paper 15.

I am indebted to Shahid Javed Burki for pointing out that rural deve-
lopment programs are frequently better served by a political analysis
that alters the perception of politicians regarding their actual or
potential constitwency than by ecoromic analyses that indicate the
productivity of investments in rural areas.

There is little justification for treating this variable as being exogenous
other than some concern for simplicity; As anthropologists and socio-
logists have pointed out for some time, one of the potentially detii+
mental characteristics of the commercialization of agriculture and

the associated instability in the couniryside, .is that it undermines
the cohesiveness of the rural community, Where great disparity of
wealth exists,that may be 2ll to the good.
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Chapter VI
THE FUTURE COURSE OF AGRICULTURAL DEVELOPMENT
IN PAKISTAN

In Chapter IV, the past performance of selected sub-sector programs
in the rural areas was reviewed and a few brief recommendations were
made regarding their future development, The latter, however, took as
a starting point the conventional assumption that rational calculations rela-
ting costs and benefits were being made in the interest of some aggregate
called "the Pakistani society'. In the observations that follow, this perspec~
tive has been considerably modified. Projects and programs are now dis-
cussed primariiy in the light of the interest groups that make up the political
and social environment within which th‘ey will have to be implemented. I
have tried to relate the general discussion to the framework developed in
Chapier V. Three important nodes of interaction have been identified in the
model where one can expect that many of the conflicting interests ofr various
groups will be resolved: the national political scene, the government bureau-
cracy and the local administrative and/or development institutions. Obviously,
these designations are extremely crude tools with which to work for within
each there frequently exist such a myriad of conflicting interests that it is
hard to suggest a qualitative outcome. Nevertheless, they will suffice to

.

provide a screening device for examining the political economy of broad

- program categories,



s

-39,

Insuring the Supply of Improved Agricultural Inputs

Chaﬁfé-r v péinteé out fha_f the prdvision of improved agricultural
inputs under any system of .sdé:i;al 6rganizat10h could be broken into two
aspects. The first involved ;ﬁsurihg the actuéi pﬁysiem availability of
purchased inputs whose iifo&iicti‘?ity h'ad already beeii dezﬁoﬁstrated under
Pakistan conditions and whose presence or absence was a function of resource
availability and/or bureaucratic coordination. This problem was distinguished
from the research and development process itself in which researchers were

trying to adapt new or existing materials to Pakistani conditions.

Chemical and biological inputs: From the perspective of the "top",

there will always be questions about the amount of fertilizer and pesticide
imports that the country really néeds. Pakistan does not now produce
sufficient amounts domestically. to cover its requirements and hence there
is a competition with other types of imports for scarce, hard-currency
resources, To be sure, there is a growing recognition in all.quarters that
chemical inputs are a crucial element in keeping the price of food and raw
materials down and consequently even those groups having a direct need of
foreign exchange will find it desirable to insure that generally adequate
supplies of fertilizer and pesticides are available. Indeed, rather than
being part of a conspirational theory of interest group manipulation, shorta-
ges of fertilizer and pesticide inputs seem to be related much more to poor
planning, poor coordination, and a consistent underestimation of the potential

1/
for agricultural growth on the part of most government officials. ~ After



-93.
combarigg_the small losses that would have occurred tho.ugh over estima-
tion {1. ei the opportunity cost of capital associated with for 3-6 months
storage) with the significant losses that occurred when suificient supplies
did not reach farers in time, one can only wonder at the reas'oning" of those
responsible for makmg the purchaging décisions. Indeed, it is hard to es-
cape the cdhcluéibn that the whole procurement policy reflected a lack of
feedback from the couniryside as to what the actual situation was like.
{On the other hand, in 1972 and 1973, officials in the lower echelons of
the regional Departments of Agriculture did convey estimates to the national
Ministry of Agriculture that were well in excess of what was actually pur-
chased. Both years witnessed substantial black markets in fertilizer,)

It should be expected that in Pakistan, the uneasy tensions that exist
at the national level where the compefition between chemical inputs and
other claiments on foreign exchange is resolved and the adjuducation of
fertilizer and insecticide distribution rights takes place, will persist in
the future. However, the ups and downs of insuring the supply of highly
divisible inputs such as secds, ferfilizers and pesticides is unlikely to
affect the structure of the agricultural sector significantly. Issues such as
this one can be safely put inthe category: 'Vigilence Required. " Whatis
needed is administrative attention to detail, not political organization or

resource redistribution.

Mechanical inputs: Tracing the impact of various types of mechenical

inputs through the system is a good deal more complicated than looking &t
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the ramifications of programs designed to assure a supply of chemical

and biological inputs. The fundamental reason is readily apparent., Many

types of mechanical equipment contain an ability to alter profoundly the

nature of the structural change process at both the local and national

levels. The most frequently used example involves the introduction of

tractors. Inevitably, whether in the short or medium run, tractorization

‘leads to land agglomeration and hence to structural change at the micro

level, As the process becomes widespread, labor tends to become redundant
in the countryside and the aggregate structural transformation process
involving a movement from the rural areas {o the urban centers is affected.
As previously indicated, processegﬁq""t}zat disturb the underlying
structure of the economy can be expected tb have substantial distributive
effects. Beginning again with a view frc;m the top, there are those of the
industrial classes who continue to be interestéd in measures that act {o
hold down the costs. of raw matérials or wage gob’ds. Thus, in so far as
mechanization is associated with increased crOpping iptensities and
improved yields, they would be its supporters. Other aggregate effects,
such as enough migration from rural areas to put a downﬁard pressure
on wage rates, would also be welcomed.
However, against these global considerations must be set two
agpects of the procéss which produce a tension between the urban and
rural constituencies of the national political leadership, The first arises

out of the ever present necessity to allocate scarce foreign exchange,
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When the issue becomes tanks or tractors, a powerful check has been
introduced to the rapid build-up of agricultural machines, Indeed, in
Pakistan, as in other developing countries, accelerated (and often
inappropriate) tractorization has almost always been associated with
hard currency loans earmarked specifically for agricultural machinery,
Unfortunately the way in which such commitments areideveloped
institutionally, permits sector policy makers to elude not only the
internal budgetary allocation process but to a considerable extent,
the foreign aid allocative mechanism as well, (When IBRD or AID
sends out a team to look at mechanization, they get back a mechanization
project!) In such a situation there is little at the national planning level
that creates hurdies for inappropriate projects.

Particularly in recent years, there has also been increasing
concern about the impact of agricultural mechanization that derives its
rationale largely from political considerations. To some extent the lessons
being applied have been drawn from developed countries, particularly
the U. S, Beginning with the investigations of the Watts' riot, a line of
causality has been established that relates the explosive conditions in the
ghetto to the "push" effect of the rapid mechanization of American agriculture
in the post-war period. Although exact paralliels cannot be drawn, there is
enough similarity between this situation and the one obtaining in Pakistan
to draw attention to the disturbance potential of thoée who are being dis-

placed from the land.
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The crude examination of the national interests associated with
a progra:rh of providirig éophisticated mechanical technology susggests
ihat the pressures to restrict the indiSci’iinihate introduction of new
equipment are likely to be relatively weaki Indeed, the most significant
deterrents to ihappx;obfiate mechani'zation probably lie in {hoéé institutions
that have in the p.e.ét provided the necessary foreign exchange, This is
an important point because there is virtually nothing at the grass roots
level that can be expected to counter a 'private gain" interpretation of
the need for tractors, combines and the like. The ability of the landless
to organize locally in their own (and society's) interest against those who
have pui'chased the machinery needed for tenant expulsion and self-
meanagement, is extremely limited and nothing much can be expected to
come of their protests.

How sirong are private interests in tractor mechanization?
Judging from estimates made in the course of this study, the price
relationships obtaining in the late 1960's provide a rate of return on
tractors of approximately 50 percent in the irrigated areas. After the
currency reforms of 1971, this dropped somewhat as the cost of tractors
went up significantly. (The profit rate calculated under 1970 prices does
not include the inevitable bribe and hence the actual difference was pro-
bably less than the calculations suggest.) But other important considera-
tions of both an economic and social nature have undoubtedly been a part

of the decision by individual farmers to introduce tractors. Resumption
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of the land for self-management, for example, has not only made it
possible to appropriate the entire increase in productivity obtained
from the _see-fertilizer- water revolution, but has provided insurance
against certain types of land reform measures as well, (The simple
formula: "Land of those who till it," could obviously not be applied by
agrarian reform authorities,) |

While tractors are more complicated than fertilizer to trace
through the "system, " the social and political impact of programs designed
to produce water by mechanical means are perhaps even more difficult
to assess. To be sure, there is a much greater agreement about the
technology itself in terms of generating benefits for virtually the entire
rural population, There is no question, for example, that supplementary
water supplies tend to create higher cropping intensities and hence increase
the demand for labor. Where the political problem arises is in the deter-
mination of the mechanisms by which the innovation is to be controlied,
Initially, i.e., in the late 1950's and early 1960's, the program for tube-
well development, insofar as the government policy was concerned, was
entirely in the public sector, An elaborate plan, whose cost was expected
to run into several billion dollars, was developed that would provide for
the implementation of a large number of irrigation and vertical-drainage
schemes. It was only subsequently learned that farmers had for some

time been installing tubewells on their own and that, in many of the high

priority areas, more than 50 percent of the land was already receiving

supplementary water.
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Initially, the larger farmers of the hrea were exceedingly anxious
to have public sector programs, Although the small one-cusec pumps
being installed privately were cheap by Pakistani standards, the water
such pumps produced was still costly relative to the charges levied on
surface sv.zpplie-sf As a consequence, the larger farmer_s reasoned that
their influence was sufficient to keep water from public tubewells below
cost and that this was clearly a desirable alternative to providing their
own wells., (The policies of the Government in the areas that were
actually develcoped indicates that they were quite correct in their assess-
ment. )

The unfamiliarity of agriculturalists with the nature of the
innovation itself, however, proved to be their undoing. For it shortly
became apparent that the government schemes, while they did increase
the overall water supply, neither produced as much additional water as
could be used effectively or permitted the management flexibility that
private tubewell ownership made possible. As a consequence of this
understanding, support developed at both the grassroots and national
level in the mid-60's for a private sector tubewell program. In opposition
wag the substantial Pakistani bureaucracy that had grown up arcund
planning of such a program plus the vested interests of some half-dozen
international consulting firms who saw the potential profits associated

with implementing the public sector program being jeopardized,
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Concessions were made on bo;h sides in the formulation of

the Tﬁird :Fi:‘v_e Year Plan, but ‘tl..'le'dz"'i;“stic changes in policy occurred
only wr‘hé".n the Pékist’ah-bln&iah war of 1965 resuzlf.ed in a ;:ut-'— off of foreign
aidi It had been the rather éubs'céntiél gums of hard 6u‘xf‘x‘*eﬁcy belng
supplied by fo't"e'ig:n "t‘ic')norls, earmarked spretj:ially -i.'br water development,
that had kept the pubiic sector program afloat, Orce it was cleht that
these 'werle 1o ionger in the offing, the whole program was phased down
rapidly., (The unusually heavy demands for foreign exchange generated by
the subsequent hostilities with Bangladesh also accelerated the process. )
Even the agency responsible for tubewell development and reclamation
was largely dismantled and its activities assigned to traditional
"agricultural' ministries.

| Th.e issue of public vs; priVAt'e sector water development has
by no means been 1aid to rest. For one thing, there are a number of
legitimate technical reasons for favoring public sector programs in areas
where private enterprise cannot be expected to manage resources in
the interests of even the most powerful elements in the rural society.
These include such problems as drainage, salinity control, and salt
intrusion in the fresh water acquifer, In addition, the distributive issue
is here fully as acute as in the tractors case. Tubewells are lumpy
inputs and few farmers below 12-15 acres can afford one. (As the water
table declines the farm size issue will become more pronounced since
the turbine pump wells cost 4-5 times as much as a simple centrifugal

pump, )
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On the other hand, where the wells have been installed in the
public sector, the management problems that have arisen have been
difficult fo overcome: Thes‘é rl'm"th"e garﬁut from an inability to make
timely repairs on pur’xﬁas an'd: mo'io;"'s to the outright extortion widely
practiced by pump operators. As in s6 rany ot'hé; Situa;tibﬁs , hationaliza-
tion of the means of ﬁafér production has not meaiit that docitl justice
has Eeen served. Were it not fot the %i’rﬁe«ﬁbhcr‘ad waid buhdi system
of irrigation in which extremely strong legal and social sanctions insure
that the irrigation rotation is related to the land farmed, putting the
development of supplementary tubewell water under government control
could easily have led to the worst of all worlds, i, e. one in which

development institutions are the preserve of the wealthy.

Agriculture Price and Income Policies

The recent drafting of a resolution of no-confidence in the
Government's agricultural program by the Punjab Farmer's Organization
illustrates the complexities of analyzihg the political economy of agricul-
tural price policy. As in the case of the introduction of cutput increasing
technology, there is general agreement at the national level that there
ought to be sufficient incentives to keep farmers investing in their own

production facilities, However, higher prices for farm products obviously

mean higher prices for raw materials, (e.g. cotton) as well as higher prices

for the most important component of the average Pakistani wage earner:

the market basket of food. Under these circumstances, it is almost
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inevitable that various forms of taxes and subsidies should be iniroduced

that seck {0 soften the effects of using market prices as a guide to resource

allocation. For example, in Pakistan, the recent past has been marked
by the attempt to keep output prices dowﬁ by (a) procurement poticies

for food grains in which the government bought at less than market prices
and resold in the ration shops after absorbing some of the normal storage
cwsts and (b) by putiing a substantial export duty on such crops as rice
and cotion.

The result of such a policy was obviously favorable to the urban

consumer but detrimental to the farming community. In an effort to placate

the latter, significant subsidies were given to agricultural inputs, For
example, in 1972/73, the amount granted on fertilizer alone consumed
approximately 200 million rupees or on the order of 50 percent of the

Agriculture Developmeﬁt Budget!

The polifical economy that prompts such measures is well known
to students of both developed and developing countries. On the output side,
almost everyone in the agricultural sector is in favor of higher prices.

It is an issue on which the agricultural elites can be sure of bringing
to bear on politicians participating in natioral decision making, the
maximum amount of influence in their struggle with urban consumers
over the possession of the agricultural surplus.

A moment's reflection suggests that for a large portion of

Pakistan's farming population, the effect of higher or lower prices - at
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least in the cereal crops - is of little significance. One must have wheat
to sell i, e, a marketable surplus, in order to be affected by price. The
same is true of subsidies on inputs. Benefits can only be realized when
fertilizer or pesticides are actually utilized. _Nevertheless, when viewed
from the botiom up, theré is likely to be unanimity among the farming
population about the merits of policies that promise higher output prices
and lower input prices. Itis too much to expect that smail farmers will
reéiiz’e that their short run interests are not terribly well served by such
policies and that in the long run they may actually be harmed. Historically,
in advanced countries, the surpluses that have accrued to the larger
farmers have fueled the changes in technology and the land agglomeration
that ultimately forced tenants from the land and prompted the small land-
owner to give up farming and move to the urban areas, (Students of U, S,
agriculture have argued for years that both the level and the certainty
associated with prices received by farmers during the 1950's and 1960's |
were an extremely importént element in explaining the very rapid rate
of mechanization, Even in retrospect it is difficult to decide whether in
the long run such structuQI changes have positive welfare considerations.
Consequently, the sometimes uncritical support by the majority of farmers
in the short run for a more profitable agriculture is wholly understandable.)
Agricultural price policy is, for the most part, fought cut in the

national political areas. The protagonists have already been identified

and it remains 10 assess their relative strengths. For example, in certain
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countries where a éubstantial agrarian reform has taken place but nc
grassroots political organizations have been created, the relationship
is one in which the urban interests clearly dominate, The same is true
in areas that have remained excessively feudal, although the mechanisms
of rural-urban isolation are different, However, in the irrigated areeas
of the Punjab, neither of these conditions hold and the interests of a
rather broad«based rural elite is an important national force, As Burki
has pointed out, it was this group to whom Ayub Khan turned in consolidating
his political hold on West Pakistan in the mid-1960's.2/ Subsequently,
the Bhutto administration has also found it necessary to come to terms
with the medium and larger farmers as evidenced by the significant
increase in agricultural prices in 1974 and 1975, The latter followed on
the heels of formal meetings of the larger farmers who showed an increasing
awareness of the need to organize in order to promote their economic and
political interests. (In looking at those involved, one is reminded strongly
of the constituency of the American Farm Bureau. )

The increasing degree of organization among the agricultural
elite makes difficult the process of capturing for development purposes,
a portion of the increased productivity that has occurred in the agricultural
sector., Mechanisms for direct taxation are weak, and while improvements
in the ability to collect higher levels of land revenues are being studied,

it is unlikely that these will be implemented effectively in the near future.

This in turn implies that the sharpening struggle over the terms of trade
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between agriculture and non-agriculture will continue, with the farmers
in a position to give a good account of themselves,

Relative prices are also a political issue in Pakistan, Fer
example, commentators on the agricultural sceﬁe have for years pointed
to the social inefficiency of producing sugarcane. Even under optimistic
assumptions concerning yields, researchers have consistently found that
agricultural resources would better be devoted to competing crops such
as cotton, rice, and wheat, Failure to implement a more rational
(efficient) set of relative prices results, not from the interests of farmers,
but from the interests of sigar mill owners, By affording significant pro-
tection to domestically produced sugar, substantial pfofits have been
realized by those lucky enough to receive construction licenses for mills,
If past history is a guide, these interests are too well entrenched to

permit much price rationalization to take place.

Improving the Effectiveness of the Organizations Serving Agriculture

It is to be expected that as sub-sector development programs
move away from the distribution of .divisible inputs appropriate to the
large majority of the farming population, their implementation is
inzrzasingly related to the dispersion of political power within the rural
sector, This trend continues when the programs being considered are
those whose successful implementation would not only affect the "game, "
but the "rules of the game' as well, (The most classic case of the latter

is land reform. )
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A subseguent section takes up in greater detail the role of
agrarian reform és a deterxhinant of rural development scenarics,
Before going into this ultimate of qu'eéti.ons:with respect to the political
economy of agriculiural development, however, it is imporfant to
appreciate the potential role that rural organizéfioﬁ§ can pié'y ir‘i_blitei‘iﬁg
a predictable pattern of developmerit whose ingredients wotild otﬁe"rwise
consist of markets, technology and the distribution of scarce resources,
Like all changes brought about through institutional means, there is
no guarantee that the effects will be desirable. More poWerful local
organizations may not improve access to technology or lessen the skewness
of the distribution of rural incomes. Institutions are, in this respect,
like lenses. They may be used to either mitigate or exacerbate the iﬁlpac’r.
of market forces on various social groups in the community., Important
determinants of precisely how these effects are likely to work themselves
out include the links between national leaders and the group to be affected,
the size of the group, the characteristics of the local bureaucracy and the
type of service being offered.

Determining the direction of organizational effects requires a
careful assessment of the weight of the various factors referred toin
the previous chapter. The outcome is, of course, an empirical question,
decided by the parameters of a given situation. The best that can be said
is that, in the absence of rural organizations sincerely concerned with

the needs of small farmers, their participation in the more complicated
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aspects of agricultural change is likely to be minimal, Unfortunately,
that is not a sufficient condition for developing and supporting rural
organizations, History is replete with examples of well intended reforins
whose only impact was to worsen the conditions of the group whose
interests they were supposed to assist. In the following baragréphsf |
severdl of the more important sub- cétegories are examined for their
likely future impact on agricultural development in Pakistan,

Extension services: Increased agricultural output during the

1-960’9 was due largely to the initiatives of farmers and not to the presence
of a cadre of motivated extension agents., That growth could take place
under such circumstances was a fortuitous combination of a highly divi-
sible technological package and the government's general agricultural
policy. However, the unusual opportunity to revitalize the whole of the
government's agricultural service that could have been a concomittant
achievement was unfortunately missed. The next - and more difficult -
problem of getting complicated packages of technology adopted by the
medium and small farmers. thus finds the institutional cupboard bare.
Moreover, there is little reason to expéct the sitnation to
change, From the viewpoint of the larger farmers, sufficient access to
new technology is laready being provided, Like their colleagues in the
advanced countries, they have begun to go directly to subject matter
specialists at district headquarters, to the Government's experiment

stations, and to the university's researchers for their technical needs.
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Consequently, except in the case of the several special IRDP areas
discussed below, thersg is no real pressure to increase the quantity

and quality of extension personnel that would be required to reach the
majority of the smaller farmers, What manpower there is has been
tied up By the larger farmers, either in terms of assistance in a quasi-
management function, or exclusive utilization of the laboreré available
under Ministry of Agricﬁlture auspices for plant protection activities.

Cooperatives: A second influential rural organization in most

developing couniries is the cooperative service. With some exceptions,
these are usually organized from the top down with the government taking
a leading role in supplying both resources and management, Farmers
usually assist in both aspects by purchasing "'shares' and by sitting as

a local policy-making body.

The difficulties that have been encouniered in Pakistan in using
coopératives as a development institution have been referred to previously
and need not be repeated here., What must be emphasized, however, is
that the ﬁncritical support of a cooperative movement may make matters
worse with respect to distributional equity. Most of the credit and other
inputs that are channeled through cooperatives is subsidized in an attempt
1o insure that the local societies will have members, Subsidizing inputs
is a tolerable policy provided that the subsidy actually finds its way into
the hands of the intended target group. Ctherwise, the subsidy is merely
an addition to the surpluses already being generated by those who conirol

scarce resources,



-1'08-

Where there are relatively large numbers of absolutely small
farmei-s, and where the government sees its ultimate power base as
being in the village, building rural institutions that provide services
for the masses is feasible. Where these conditions do not exist, the
task of building rural instifutions is much more problematical. Never-
theless, success and failure are on a continuum and there are several
promising starts in Pakistein that may represent models for emulation.

Integrated Rural Development Frog,ram_s‘: The first, and by far

most ambitious &pproach, is now widely known as the Integrated Rural
Development Program (IRDP), Begun seﬁefal years ago, the IRDP was
part of the early rhetoric of the Bhutto Government aimed at redeeming
promises made to the small farmers who supported him during the national
election, ‘The organization has continued to evolve over time, but its
approach has been to increase the quantity and quality of government
services at the markaz level (above the village, but below the tehsil)
and thereby to provide the full range of services needed by small and
medium farmers at distances that were convenient for them, Various
departments were to second people to the IRDP project office which was
to act as catalyst and coordinator of programs approved by a commitiee
of local people, The private sector (e. g., fertilizer distributors, banks
and commission agents) was also to be involved through such incentives
as relatively costless land and buildings at the cite of the "Center'', and

discreet (and not so discreet) Government pressure,
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Critics of the pr'o'gram who pointed out that the effect of
depriving the line agencies of direct contact with their c‘iiehtele group
{farmers) would'l undermine grassroéts cooperation have proved to be
largely correct. To date, most Government agencies have simply ignored
directives that would have placed their people ai lower levels under the
control of an IRDP officer, As a consequence, whatever value adminis-
trative integration at the markaz level might have had, has not been
realized.

Whether or not the private sector responds beyond the minimum
necessitated by pressures to show participation remains to be seen,

That this is crucial for the IDRP program is made conspicuous by the

absence of innovation in the area of the communal organizations. A key

IDRP concept is that small farmers have not availed themselves of inputs
of various types because of maket imperfections, By simplifying
borrowing procedures, by making equipmert availabie fér hire, and by
providing for the sale of fertilizers and pesticides at the local level, it
is expected that agricultural development can be accelerated in the area
surrounding the markaz ,

Such is the general approach of the IDRP. Inthe N.W.¥.P,,
however, a much more carefully crafted version is being put together
under the auspices of ti;e Rural Development Academy at Peshawar (PARD].
Guided among other things by the experience of Comilla, the accent in thz

Daudzai Project is on village organization and the development of a set
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of ingtitutions capable of responding to a variety of needs that require
communal effort: reads, bridges, and minor irrigation works.

The Daudzai project also deviates from the general pattern in that
attempts to integrate (control) the work of line agencies have been minimized.
The experienced researchers there quickly ascertained that there would
be difficulties with the initial IRDP fomulation and, instead of asking the
various Departments that deal with rural problems to give up control of
their field level peoble in the interests of "integration,' they simply asked
that another layer of personnel from these Departments be added at the
markaz level. Obviously, such a request had an excellent chance of approval
since it potentially opens the way for a much larger departmental program
as the pilot project is expanded. The question of how the group at the
markaz level is to be welded into some sort of team remains to be resolvad.

The academy's recent reports indicate that rural organizations cou
be created, evenin the presence of some rather significant income iriequa.'é.ities,
but that this requires a substantial input of human resources at the grassrools
level. While the N.W.F, P, governmenf has indicated that it intends tc
follow the PARb model, there is obviously a substantial gap between what
can be accomplished at the level of the project and at the level of the province.
This i3 & perennial problem, one that the individuals involved have faced
before, One can only hope that the Government has the wisdom to proceed
at a pace commensurate with the Academy's ability to generate additional

capital.
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Punjab Farmer's Association: Knowledge regarding the associa-

tion of the medium and large farmers in the Punjab is vague. For some
time, however, there has been a nascent movement among influential agi-
culturalists to devélop a more organized and systematic agricultural lobby.
This is an important phenomena for the number of fairly large farmers

(50 a¢reés and above) and the resources they control are substantial, To date,
one of their most effective activities has been the appiicatioh of pressure
for a substantial upward revision in the price of procured crops such as
wheat and rice. Success in getting their demands met on this issue have
stood them in good stead with the agricultural community at large and have
provided a sounder pclitical footing for positicns taken with respect to
agrarian reform, the accelerated introduction of tractors, etc.

Conclusions: The conclusions regarding rural organizations that

can be drawn from the foregoing recital are perhaps the following:

{1) Working through the present organizations to either (2) introduce
new, more complicated agricultural technology at the farm level, cr (b)
diffuse existing technology among small farmers, will be difficult. In the
case of the former, efforts will be hampered by the competence and moti-
vaticn of the field staff to introduce new methods; in the case of the latter
by ine lack of access small farmers have to government services of any
sort.

(2) Selective village organization can be done if the government is
willing to invest the necessary human resources to do the job. The Daudzai

project is a promising example although, in general, the IRDP must be
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viewed with some skepticism,

{3) Efforts to provide widespread services to the rural areas are
currently in some difficulty because of a lack of parallel political institutions
than can be used to bring grassroots pressure on local bureaucracys and
on national pcliticians, Without such institutions, specifically without po_]i-
ticél' channels through which the masses can express themselves, mechanisms
for improving the effed:iveness of rural development organizations will be
. hecessarily limited in SCOpe."3‘/

Further Efforts at Agrarian Reform

The argument for agrarian reform as a ''development” program is
lengthy and complicated. Behind it lies a well documented model of rural
change stressing that (1) under the right institutional conditions, small
farmers are likely to be more productive than large ones, and (2) creating
a broader base of rural participation will insure that the effective demand
needed to sustain the industrial sector will be present. Greater equality
in the distribution of land ownership, of course, dces not necessarily insure
the well-being of rural people. In Egypt, for example, considerable attention
has been given both to reforms that lessened the skewness of land cwnership
and that provided for cooperative institutions to assist small farmers in
gaining access 1o modern technology. At the same time, agricultural price
and income policies, implemerted through these same institutions, have
led ciritics to charge that agrarian reform has been nothing but the creaticn

»f a system for exploiting the agricultural sector in the insterests of urban
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consumers. It is easy to see how, with the larger, more influential
farmers removed, failure to permit and encourage the new, small farmer
class to organize itself, might indeed create such a situation

Based on the current situation in Pakistan, 1t doed nrﬁ appear
that an evolutionary scenario invelving a significant redistribution of
control over land resources is likely to be enacted. Given the current role
of agriculture in providing an important scurce of foreign exchange (via
exports and import substitution), it is unlikely that further effcrts at sub-
dividing land holdings will be undertaken, or even if used in the rhetoric
of a political campaign, will actually be implemented. Conversations with
Pakistani government officials suggest too much concern with the day-tu-day
problem of providing food enough to satisfy the urban population to permit
even the more ideologically committed to advocate measures of redistri-
bution that would sericusly dislocate the production process in the short
run, Indeed, most signs point to a scenario in which the current distribution
of holding sizes will be permitted to respond to both the Muslim law of
inheritance {fragmentation) and to market forces {(agglomeration)., Some
further efforis may very well be undertaken tc consolidate holdings, a
process that would be consistent with the pressure for self-management
and mechanization, Historically, such activities are regarded in East
Punjab as having been instrumental in the emergence of the 15-20 acre
farmer as an important rural entrepreneur. The same could also be the case
in Pakistan. Farmers who own 10-15 acres scattered over several sites

are clearly handicapped in adopting small-scale mechanical inputs.
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In the future, some additional emphasis may also be given to legal
institutions that re@late 1éndlord'-tenant reiationships; C::nsi'derabi}e efforf
was devoted to this aspect of the problem under the Bhutto regime's reform
in 1972, Skeptics have suggested that, ultimately, these regulations have
meant little since without an adequate political organization on the tenant's
side, it has been almost impossible 1o implement the sanctions embodied
in the legislation, Supporters of the administration have countered with calcu-
lations to show that the transfer of resources from landlords to tenants
has been in the millicns of rupees, Neither positicn is supported by any
convineing empirical evidence,

The conclusicn that one draws from these observations on agrarian
reform is & negative one. Namely, there is little reason to expect further
agrarian reforms to be inircduced that will in fact have a significart impact
on the political and social structure of local communities. This is not the
same as saying that there will be no political and social changes in local
communities, but rather than these will be associated primarily with market
phenomena familiar from the Western experience. On the one hand, this
will mean - for some - greater mcbility and the freedom to pursue oppertuni-
ties without being subject to traditivnal roles as determined by caste and
family. On the cther, the same imperscnalization of relationships will remove
the obligations that have accompanied traditional privileges.

The ultimate outcome of these processes is highly uncertain, What

can be said with reasonable assurance, however, is that the failure tc
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redistribute resources will make it extremely difficult to a2ttain the
development objectives alluded to in the Government's rhetoric, Uphoff
and Esman after surveying the rural develcpment scene throughcut South
and Southeast Asia, make a pertinent comment:

"We found a nearly perfect association between
greater equality <f incomes and more extensive and deve-
lopmental rural organization, ALl of the more orzanjzed
cades had a ratio of more than 6:1 between the incomie
a¢eruing to the top 20 percent of the population and that
going to the bottom 20 percent, With only one exception,
the less organized cases had ratios of 8; 1 10:1, 12¢1 and
even greater, (See Table 11.) The x‘elationsmp of cause
and effect is, howe‘ver a complex ole, and while local
organization can support the implemeﬁtatmri of polidies
for achieving greater equity, local organization cannot
achieve this on its own. Moreover, relative equity in the
ownership of assets, particularly land, appears tc be a
precondition for successful local orpanization, so that
such structures are not dominated by privileged local
interests who generally can and will divert resources to
their own benefits and thus thwart widespread rural
development.' 4/

This description of the genereal case is also a description of the

situation in which Pakistan finds itself.

Conclusions:

The foregoing comments suggest theq that the most appropriate
working hypotheses with respect to the direction and magnitude of the
pressures operative on the various sub-sector agricultural devélopment
programs is that they will not produce a significant redistribution of wealth
and power in the countryside, It is cbvicusly not a deterministic conclusion;

it is to be interpreted simply as a statement describing a situation whose
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cccurance has a high degree of probability. (Events \in Ethiopia should be
sufficient to disccurage stronyg predictions. ) In this respect, it is not different
from a variety :)f other assumptions made in development planning that alsc
embody substantial clements of uncertainty,

There is no way of escaping the criticism that postulating certain
types of social change - cor lack therexf - may indeed be self-fulfillins. The
most frequently cited example is the assumption that inétitutions devoted to
the interests of small farmers cannct emerge in certain technological-social-
politicil situations. Cperationally, this means that no efforts at creating
organizations that could serve small farmer interests will be undertaken - and
the diagncsis will turn cut to be correct. What is a probabilistic statement
becomes a deterministic one by the decision not to act,

There is nc way cut of this dilemma and cne might argue that these
were therefore zrounds for undertaking the creation of such instituticns
regardless of the probabilities of success, Two considerations mitigate
against such a position. The first is that all develcpment efforts entail the
use_of rescurces - human and material - that might have been emplcyed
elsewhere. The secoend is that inappropriate institutionél changes may be
worse than deing nothing at a]i. They simply create another instrument
sanctioned by the State to undermine the position of those it was o:tensibly
designed to serve.

The fcllowing chapter draws on these cbservations in discussing

AlID's role in Pakistan's rural development, From what has already been
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said, it is apparent that the reality of the Pakis{an countryside and the
Cong;'eésional meandate to work with the "poor majority” will be in substan-
tial conflict. What remains to be seen is how this conflict might best be
dealt with in the context of limited resources and a desire to assist the

country in maintaining its development momentum,
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FOOTNOTES

It is difficult tc give much credit to the theory sometimes advanced
that fertilizer shortages have been the result of deliberate efforts

to create cocmmodity scarcities -~ scarcities that in turn became the
basis of political patronage, While it is true that in the past when
scarcities have occurred and fertilizer was rationed through the
cooperatives, local notables reaped windfall gains by cornering the
available supply at subsidized prices. Such activities seem to have
been more the reaction t¢ a scarcity situation than part of any pre-
conceived plan for strengthening the hcld of the government in the
rural areag, If the latter objective had been the case ~ and certainly
contrecl over a profitable technology is an important element of govern-
ment ''coersion” in many developing countries - one could have expected
a much more systematic apprcach in place of the rather chaotic
situation that has cbtained in local fertilizer distribution over the

past decade, There have always been forces within the Ministry of-
Apriculture, the Department of Cooperatives and the Agricultural
Develcpment Corporation that have sought at monopoly on distribution,
but this has generally been resisted at higher levels in faver of some
sharinz formula that alsc kept the private trade involveds

Shahid Javed Burki, ''Development of West Pakistan's Agriculture:
An Interdisciplinary Explanation' in Rural Development in Bangladesh
and Pakistan, ed. Stevens, et. al, University of Hawaii Press, 1975,

Researchers at the Rural Development Academy are ambivalent about
this conclusion and point out thaf, at least as far as the organization

of small farmer, village level cocperatives is concerned, local political
institutions have often served to coalesce opposition to the cooperative
movement. Whether this is likely tc be the case or not obvicusly is
closely related to the degree of scceial siratification.

Ncrman T. Uphoff and Milton J. Esman, ''Local Organization for
Rural Develcpment: Analysis of Asian Experience,” Rural Develop-
ment Committee, Center for International Affairs, Cornell Univer-
sity, Ithaca, November, 1974,
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Chapter VII

AID'S ROLE IN PAKISTAN'S RURAL AREAS

In recent legislation, the Congress have given AID a mandate to

direct its efforts wherever possible at improving the lot of the "poor majority. '

In so doing, it has joined other development institutions, notably the IBRD,
in evidencing a greater concern about the long term irﬁﬁlicafions of the kind
of growth processes that were being encouraged in thé Third Warld during
the mid-1960's. The new-found concern for the distributive justice is no
simple expression of concern for the welfare of the weaker sections of the
rural community, but part of a coherent model of riral development that
gives a somewhat more important role to broadening the base of effective
demand in the economy.

Prominent measures that would be used to implement such a develop-
ment strafegy in Pakistan include the antidotes to past policies described in
Chapter IV. The principals are simple, -Small farmers must be assured
a supply of productiﬁty-increasing, hj.ghly-divisible inputs along w.ith the
knowledge to use them, Where technology is "lumpy' but absolutely essential
to increasing output, {e.g. tubewells and pumps), they must either be orga-
nized to use the technology jointly or assisted in getting access o hire
services. Perhaps most significantly, where such a small farmer class is
unable to assert itself politically, activities should be initiated that redis-
tributed the control over scarce resources in such a way that the small
owner-cultivator becomes the pivot of structural change in the agricultural

sector,
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The model and the argument for its application has been put forward
by S. H. Butterfield in a study entitled ""A Practical Agency Approach to
Rural Development. " ];! Well written, the document is no naive treatise
on the virtues of a more equita;ble development process. The author is well
aware of the role that politics play in sectoral programs and the paper con-
tains a number of useful insights regarding the need to see the problem in
a ""systems" context, the anomaly of cutting back mission field staff at
precisely the time when AID is becoming more people-oriented in its deve-
lopment approach, the need to resist institutional pressures to spend money
when these do not coincide with the capacity to use resources effectively,
etec.

Ultimately, however, the Butterfield essay deals with the problem
“at a levell have called the "general antidote” and hence needs to be disaggre-
gated to the country level before it can be applied. When this is done in the
Pakistan case, the dilemmas referred to previously reassert themselves.
How does one alter the insgtitutions required to implement the new Congressional
mandate without first drastically altering the character of rural society?
And if the latter is a prerequisite to implementing a greater concern for
the "poor majority," what possible role can AID play in initiating such an
obviously political undertaking? These are old questions, but such funda-
mental ones that they cannot be avoided in grappling with a specific country
program. For over the decision hangs the now widespread understanding
that it is indeed possible, by well-intended short-run intervention, to make

the "poor majority' worse off in the long run,



-121-

Wh-at. can AID do in‘”resp"ondiing to the Congressxonalmandate when
the realities of the Pakistan situation have been t_a,_ke.r; in%c.» a(:'c-;-c->;..z.nt? The
general ;strgtegy-i:s by now familiar: Concentrate on thqse programs that are
required for rural development irres’peétive_ of. the pattern of income distri-
bution, Such efforts may be of little help in creating a more just society
but ;hey_ will a{ least minimize AID's involvement in development processes
that run counter to the expressed wisheg of Congre:ss.

The specifics of such an approach are also familiar:

(1) Assist in insuring an adequate supply of divisible inputs such as
fertilizer, pesticides and improved seeds. This may not be a terribly gla-
morous undertaking, but it is absolutely essential from both a distributive
and growth point of view,

(2) Assist in the development of agricultural research capacity.
Again a mundane task, it is nevertheless one in which an AID presence,
complete with training funds, can make a significant difference, (Work in
the R & D area could also include a concern for improvement in technology
particularly adapated to thé needs of sma]i farmers, i.e. small pumps,
tubewells and threshers.) |

(3) The available evidence suggests that supplying new technology
divisible enough to be used by the small farmer through market mechanisms
is the most effective way of assisting the "poor majority,” To date, little
confidence can be placed in Government agencies whose mandate is ostensibly

to work directly on the problem, The exception might be small, focused
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efforts in which groups of individuals are actively working with a small
farmer constituency, e.g. the Academy for Rural Development at Peshawar
deserves'support. However, requests to provide _broad-basedrfinancing for
the overall IRDP are another matter and nééd {o be carefully evaluated to
determine the extent to which the general program really reflects an applig:a-
tion of PARD principals, History is replete with examples of rural develop-
ment programs tha;p were ostensibly extensions. fof pilot projects, when in
fact key provisions that were crucial to the pilot's success were removed.
At times, these changes were the result of a pilot project that could not be
replicated on resource grounds, Cheaper shortcuts were mandatory, Cn other
occasions, the classic "mutation” model prevailed: the distribution of bencfits
from the pilot project were inconsistent with the distribution of wealth and
power at the lécal level. Since the country or regional p mgram ultimgtgit;.,-
must reflect the local political situation to a considerable ‘degree, changes

in the pilot operation are then necessary to more closely approximate the
latter.

(4) It is also possible to show a concern for the "poor majority" by
certain kinds of infra-siructure investments. For example, there is considera-
ble reason to believe that rural electrification is a powerful stimulus to
small-scale industry and to the use of intermediate {'fractional’} technology
on small farms. The costs of rural electrification are high, but again, it
is one of those kinds of development activities that will be needed regardless of ultima

decigions about the most desirable form of rural institutions.
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A similar case can be made for rural roads. Here there is theore-
tically an opportunity for having one's cake and eating it too. It is possible
to consiruct roads using lsbor intensive means thus contributing directily to
the welfare of the "poor majority" arid at the same time to open up labor
markets in the interior that have thus far been isolated from the national
or regional economy. The latter point has frequently been overlooked, but
observations made in the field by Albi'echt and Naseem clearly indicate the
severe impact of real distance on wage rates,

Critics of proposals to devote resources to infra~structure have noted
that ultimately the greatest beneficiaries of such investments will be the
traditional owners of tangible resources. As a generalization, that is
undoubtedly true, just as it.is in the case of such divisible technologies az
improved seeds and fertilizers, However, the best that can be achieved in
the Pakistan situation are improvements in the absolute welfare of those
at the lower end of the distribution of income and much of the investment
in infra-structure is likely to assist in that.

No economic adjustment mechanism is without its human casualties,
but cheaper power in the countryside and additional labor mobility are

likely to produce a development process that is generally viewed as desirable,



