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Successivegovernments in Pakistan have claimed that most of their policies
were aimed at alleviatingrural poverty and improving the income-earningcapacity of
"small" farmers. However, a close examination of almost all of the major policies
seems to indicate that the beneficiaries have been mainly the large landowners and
even traditional landlords. This paper will arguethat by promoting policiesfavourable
mainly to these groups governments have contributed to persistent income
inequalities and rural poverty without raising the efficiency levels or increasing the
tax revenues for the servicesneeded by agriculture in general and the rural poor in

particular. A major part of the argument will be that certain key policy options have
not been used effectively and that the others that have been used are contradictory
to the goalsof maximizingefficiency, equity and revenues.

STATEOF AGRICULTUREAND RURAL POVERTY

Agriculture is still a major source of employment and income for a vast
majority of the poor in Pakistan. Its performance has been uneven, in terms of both
the rates of growth and commodity balances. Aggregategrowth rates of agriculture
show that the stagnation of the 1950s was followed by a robust growth in the 1960s.
The growth process slowed down considerably in the early to the mid-1970s. A
somewhat impressive revival has been an important aspect of economic change in
Pakistan in the last seven to eight years [22] .

The state of agriculture in recent years has improved particularly with respect
to its terms of trade with other sectors in the economy. Government policies of
price support, subsidies and taxes seem to have played an important role in helping
the agricultural sector to receivea "fair" deal in the process of growth in the national
economy [5]. This aspect will be explored further when we analyse the relevant
policy instruments.

These optimistic indicators of the improved health of agriculture conceal
severalserious deficiencies.

*Dr Khan is Professor of Economics at Simon Fraser University, Burnaby, B.C. (Canada).
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1. The growth performance has not been shared equally even by the four
major crops, viz. wheat, rice, cotton and sugar-cane. Wheat and rice have continued
to show a stable growth in the yield levels, but cotton and sugar-cane have been
subject to wide fluctuations. In fact, the sugar-cane yields have been stagnant or
even falling. The yield levels of fodders and pulses have shown little change. The
crisis of oil crops has yet to be resolved to save the foreign exchange used for
importing edible oils.

2. The livestock sector is still highly fragmented and inefficient. The
exception is the emergence of a somewhat well-organizedpoultry industry around
major urban centres. A similar development is perhaps now under way in the dairy
industry.

3. Regional disparity between irrigated and rain-fed areas is not only high but
perhaps even increasing. Development of land-savingtechnology for increased yield
levels has not been observed in the rain-fed areas simply because of lack of assured
supply of water and adequate research funding.

4. Finally, and perhaps most importantly, the impact of growth on the various
classes engaged in agriculture has been highly uneven. This aspect will be analysed
in considerable detail because of the existing differentiation and asymmetrical
relations observed in the countryside.

Poverty afflicts millions in Pakistan. Most of the poor live in rural areas,
working on or around land. The rural poor are mostly in households of share-
croppers and landless (casual) labourers. Landlessnessis perhaps the most important
indicator of rural poverty. Of course, there is considerable poverty even among the
small owner-operators in the Punjab and the NWFP, particularly in the rain-fed
regions.

There were about 10 million rural households, representing 60 million people,
in Pakistan at the last agricultural census in 1980 [20]. Rural households do not
now all depend on agriculture for their incomes. Over 6.5 million of them are "agri-
cultural" households and the rest can be called "non-agricultural" households.
Among the agricultural households, about two-thirds are attached to land as either
owners or tenants, and the remaining one-third live as labourers with or without
some heads of livestock. The land-owning households consist mostly of owner-
operators; and the tenant households are mainly share-croppers. Small owner- .
operators - owning less than 2 hectares in the rain-fed regions - do not, however,

own a large proportion of the area. Share-croppers cultivate land mainly for large

landowners or landlords. Of the nearly 3.3 million non -agricultural households,
about two million are working in agriculture-related activities as artisans, petty

traders, etc. The remainder work outside agriculture as professionals, transporters,
skilled workers, state employees, etc.
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There are no consistent sets of data on rural poverty in Pakistan. As in many
other countries, in Pakistan, too, there have been serious problems in defining

poverty itself: should it be expressed in "relative" or "absolute" terms? Which of
the various measures of absolute poverty should be used? Even if an aggregate
measure of poverty has been estimated, can the poor be identified as distinct groups?
A few estimates of poverty at the aggregate level seem to indicate that about 30 to

40 percent of the rural households can be regardedaspoor. These studies also show
that these magnitudes of rural poverty have changed by little in the 1970s [8; 13;
17].1 There is also now some evidence on who the rural poor are. The most
prominent and numerous among these groups are the landless agricultural workers
and share-croppers, followed by small owner-operators. Share-croppersare the single
largest group among the rural poor in Sind and in several regions of the Punjab as
well. It is generally agreed that the poor households in rural Pakistan are mainly
those of landless agricultural workers (including those who own a few heads of
livestock), landless share-croppers and the land-owning small owner-operators (7] .

Changes in the distribution of landownership and rural income are the two
most important indicators of the level of, and changes in, rural poverty. In Table 1,
the household data on land and income show that (a) landownership is far more
concentrated than rural income and (b) the inequalities in both increased during the
1970s. The share of the bottom 40 percent of the rural households has fallen - from
11 to 10 percent in land and 22 to 21 percent in income - and the share of the top
20 percent has increased in both - from 55 to 57 percent in land and 40 to 41
percent in income. The middle 40 percent of the households have lost in land but
gained slightly in income during the same period.

Policy Instruments in Agriculture

The question here is not whether governments should or should not playa
role in the economy of Pakistan, particularly in its agricultural sector. The question
rather is: How well have they used the variouspolicy instrumentsto promote
efficiency and equity? The analysiswill focus on the following instruments of public
policy.

1.
2.
3.
4.
5.

Land reforms, including land redistribution and tenancy reforms;
Agricultural taxation, including land and income taxes;
Price support for major crops and subsidiesfor major farm inputs;
Agricultural credit institutions; and
Agricultural research and extension services.

1Estimates of rural poverty in Pakistan are: 35 percent of rural households in 1969-70
[17], 42 percent in 1971-72 [13], 28 percent in 1977 [8], and 31 percent in 1979 [8]. Khan
[13] has classified the rural poor as (a) small landowning cultivators, (b) small landowner-
tenants, (c) share-croppers, (d) landless farm workers, and (e) landless non-farm workers.

J
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Table 1

Household Distribution of Landownership and Rural Income in Pakistan,
1972 and 1980

All of these instruments have been used in varying degrees by governments in
Pakistan in the name of efficiency and equity. However, they have relied mainly
on policies that have not forced structural changes in either the dichotomous and
asymmetrical relations on land or distribution of income through extraction of
surplus by direct taxation. Reliance on "softer" options have tended to reinforce
income inequalities and rural poverty.

1. Land Reform Policies

There is little disagreement that at the time of creation of Pakistan in 1947
its agrarian structure was characterized by (i) a quasi-feudal landlord tenant nexus
in most areas of Sind and the Punjab and (ii) a peasant system with fragmented
(individual and joint) family farms in parts of the Punjab and the NWFP. Land-
ownership was highly concentrated, particularly in Sind. However, the more
numerous family farm owners in the Punjab and the NWFP did not own more
than 55 percent of the total farm area. There is also some evidence that most of
the land in Pakistan was then cultivated by share-<:roppers:about 50 percent of
the area in the Punjab and the NWFP and over 70 percent in Sind. It should also
be noted that while occupancy tenants - who had some legal rights on land - were
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predominant in the first two provinces, tenants-at-will (haris) - who had no legally
recognized rights - cultivated most of the land in Sind. Family farms - which were
highly fragmented - did not occupy a significant proportion of the cultivated area.

The tenancy reforms of the 1950s, enacted in the t4ree provinces, were
nominal in that they had apparently no impact on contractual arrangements between
landlords and share-<:roppers. The first visible pressure on landlords, particularly
with large landholdings, came with the Land Reform Act of 1959. However,there is
considerable evidence that it did not significantly alter the concentration of land-
ownership, as there were substantial intrafamily land transfers and even evasion of
the ceiling requirements on individual holding. The landless and near-landless
peasants received little land. The Act of 1959 did not include changes in the tradi-
tional tenancy laws of the provinces.

The second land reform act was promulgated in 1972. It was seeminglymore
radical than the first one. While its impact on land redistribution has been far more
limited in terms of the resumed area, its tenancy legislation has apparently had a
favourable effect on the legalposition of the share-<:roppers.

The third land reform act was announced in 1977, just before the imposition
of Martial Law in the July of that year. There has been little or no redistribution of
land in accordance with the Act of 1977. In fact, the federal government has made
several amendments to the act since 1982 to encourage large-scale farming in
Pakistan.

The three land reform acts have redistributed less than 1.5 million hectares of
land to less than 290,000 beneficiaries. It should be remembered that a substantial

part of the distributed land area was not of high quality. Secondly, not all
beneficiaries have been the landless share-<:roppers; a high proportion of the
beneficiaries in the Land Reform Act of 1959 were small owners. Landless agri-
cultural workers have not been included in any list of beneficiaries. A more
important aspect of these reforms has been the absence of a follow-up support
system, including distribution of credit, inputs and establishment of either new or
encouragement of the existing peasant organizations. There is ample evidence that
a deliberate and systematic policy has been followed against organizations supporting
smalllandowners, share-<:roppingtenants and landlessworkers.

In most regions of Sind and several areas of the Punjab and the NWFP,where
large landowners (landlords) have a high share of the land area, a sharecropping
(batai) system has evolved according to the political and economic conditions. The
tenancy laws incorporated in the 1972 land reform act were meant to alleviate the

subservient position of the tenant. Among other things, occupancy rights were
expanded, arrangements of expense-sharingwere clearly defined, and provisionswere
made for increased security to tenants on the lands they occupy. There are,
however, severalproblems with the sharecropping system.

j

Decile of Rural Percent of Land Owned Percent of Rural Income
Households 1972 1980 1972 1980

First 0.98 0.72 3.56 3.56
Second 2.24 1.66 5.36 4.95
Third 3.05 2.94 5.67 5.60
Fourth 4.53 4.36 7.43 6.50
Fifth 5.49 5.29 7.33 8.27
Sixth 8.32 7.81 9.04 8.32
Seventh 8.34 8.08 9.75 9.99
Eighth 12.13 12.02 11.61 11.64
Ninth 14.06 14.64 14.49 14.31
Tenth 40.86 42.48 25.76 26.86

Note: Data are compiled from [18 and 20] for land and [19] for income. Land records
show that in 1976 one-quarter of the land area was held by about three-quarters of
landownerswith a holding of lessthan 2 hectares.
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1. The conventional formula of equal shares in the grossproduce under normal
circumstances has not only been more favourable to the landowner, but the
additional items of costs which the tenant must now share with landowners have

imposed a new burden. This is particularly striking as some inputs, of which the cost
must be equally shared, increase the capitalized (equity) value of land for the land-
owner - in which the labour of the tenant has been subsumed - and some inputs
may even displace the tenant's own labour and that of his animals and further
weaken his bargaining position. Useof fertilizers and tractors is an example.

2. Whilethe risk is shared between the landowner and his tenant, all decisions
about crops, use of inputs, etc., are entirely in the hands of the owner or his agent.

3. In several areas, at least of Sind, landlords rotate their tenants on different
parcels of land, which keeps the tenant insecure and provides little or no incentive
for him to improve land management. Also, the legal provision for the right of
landowners to expand "self-cultivated" area can lead to the eviction of tenant or
at least to a reduced land parcel and increased insecurity.

4. Notwithstanding the legal provisions for the tenant's rights, his bargaining
position remains weak because of the high degree of land concentration among some
individuals or households in a village, in which the dependence of cultivators is
almost total on the amount of land made available for sharecropping by owners of
large landed estates. A sharecropping system can thus prolong the subservient
position of direct producers if land concentration remains high.

A fIxed-rent tenancy would not suffer from these weaknesses. However,
the lease system can only work to the benefIt of both the parties if the lessee has
access to the required resources to take all the risk himself and pay a fixed amount
to the landowner at the end of each season or year. Most share-croppers or small
land-owning tenants have no support system of credit and farm inputs to enter into
a fixed-rent tenancy. Therefore, this tenancy in Pakistan is increasing only among
the medium to large landowners who lease land parcels from those small or marginal
landowners who cannot make a living by land alone and must supplement their
income by securing employment elsewhere.

Agriculture in Pakistan has been undergoing a process of rapid structural
changes with respect to farm size and tenancy relations. Some of these changes
reflect the effects of the land reforms acts, but most of them are being brought
about mainly by (a) population growth, (b) laws of inheritance, (c) forces of the
market, and (d) government policies of support prices, subsidies, taxes and credit.
Recent changes in land concentration, shown in Table 2, indicate severalinteresting
features.

1. Concentration of landownership reduced only marginally in the 1970s, and
the highest concentration is still in Sind. Small landowners (with less than 2
hectares) are preponderant in the Punjab (80 percent) and the NWFP(93 percent),
but they own, respectively, only 36 and 55 percent of the area in the two provinces.
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Table 2

Distribution of Landownership and Operational Holdings in Provinces of Pakistan,
1971-72 and 1980-81

Size of Farm/ Landownership Holdings Operational Holdings

Holdings Year Percent Percent Percent Percent
(hectares) of Owners of Area of Farms of Area

Punjab
Less than 2.0 1971-72 80.0 33.4 65.1 29.4

1980-81 79.9 36.2 70.8 33.4

2.0- less than 20.0 1971-72 17.3 43.2 31.9 50.1
1980.81 18.3 43.7 26.6 46.1

20.0 and over 1971-72 2.7 23.4 3.0 20.5
1980-81 1.8 20.1 2.6 20.5

Sind
Less than 2.0 1971-72 59.9 16.1 70.7 39.0

1980-81 66.2 22.0 75.9 41.7

2.0- less than 20.0 1971-72 3i.3 39.7 27.3 42.4
1980-81 28.6 39.9 21.9 39.6

20.0 and over 1971-72 8.8 44.2 2.0 18.6
1980-81 5.2 38.1 2.2 18.7

NWFP
Less than 2.0 1971-72 90.7 51.4 83.7 36.3

1980-81 92.5 55.2 87.1 41.6

2.0- less than 20.0 1971.72 8.3 30.5 13.5 31.2
1980-81 6.8 30.4 11.2 30.6

20.0 and over 1971.72 1.0 18.1 2.8 32.5
1980-81 0.7 14.3 1.7 27.8

Note: Landownership data are from records of Boards of Revenue of the provincial govern-
ments [13]. Data for operational holdings are compiled from [18 and 201. The land
concentration ratios (Gini coefficients) are as follows:

Province Landownership Holdings Operational Holdings

1971-72 1980-81 1971-72 1980-81

Punjab 0.50 0.47 0.48 0.50
Sind 0.57 0.53 0.44 0.46
NWFP 0.41 0.38 0.60 0.57

i
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countries. It should be emphasized that the long-term effects of reforms may not
necessarily be the same as their immediate impact on the agrarian structure. The
effects of a land reform programme depend on a host of factors. What specific
objectives does it aim at achieving? How is it implemented? What are the follow-up
policies that have been used? It is in exploring answersto these questions that links
between land reforms, landlessness and rural poverty in a specific country may be
discovered.

It is significant that no interest seems to have been shown by either govern-
ments or researchers in Pakistan in analysing the impact of the various land reform
acts on new and old landowners and on sharecropping tenants with respect to
production levels, incomes, employment structure, etc. There is not one micro-
level study exploring these issues. Similarly, there are no studies, even anecdotal,
of the impact of tenancy laws on contracts between tenants and landlords.

It is fair to say that the agrarian structure in Pakistan is highly differentiated,
with asymmetrical relations between the landlord and his tenant, on the one hand,
and between the large (capitalist) farmer and the contending marginal and small
owner-operator, on the other. This biformity affects the outcomes of almost all
interactions between the contending groups, be they in the market-place or in the
public sector. Inequities in the economy and society, reflected in distributions of
rural income and land, tend to persist mainly because of these asymmetries. There is
also evidence that this land system is not conducive to efficiency in agriculture;
large farms are not more efficient users of society's resources than small farms,
and sharecropped (small) farms are not better performers than owner-operated
(small) farms [3; II; IS].

The basic agrarian problem for public policy in Pakistan is still to radically
alter the existing land tenure system. The case is argued with substantial evidence
on

They comprise only two-thirds of all the landowners in Sind with less than one-
quarter of the area. The large landowners (with more than 20 hectares) still own 38
percent of the area in Sind, 20 percent in the Punjab and 14 percent in the NWFP.

2. Access to land, as reflected in the distribution of operational holdings

(farms), has become somewhat more restricted in the Punjab and Sind, but has
increased slightly in the NWFP. However, it should be noted that access to land is
less concentrated than landownership only in Sind, reflecting the dominance of a
sharecropping system based on a landlord-tenant nexus. Owner-operated farms are
most dominant in the NWFP which is followed by the Punjab in this respect.

Changes in the distribution of farms and farm area in the 1970s show that (a) the
share of large farms has remained unchanged in the Punjab and Sind but has some-
what decreased in the NWFP, and (b) the share of small farms has increased in
all the provinces. It should also be pointed out that the averagesize of farms has
increased only among the very large farms; the other sizes have remained almost
unchanged.

3. Of course, not all landowners cultivate land, either their own or anyone
else's, and not all cultivators own land. There are severalkinds of tenancy arrange-
ments on land for cultivation purposes, ranging from owner-operatorship (with
family or hired labour) to sharecropping and leasingof land. Small farms are largely
owner-operated and they have been increasing in numbers and area. Sharecropped
farms are mainly in the range of 2-5 hectares, but they have declined sharply in
number and area. Large farms, particularly the ones that are owner-operated, have
been increasing impressively. The tendency away from sharecropping is also
reflected in a significant reduction of the proportion of the tenant-operated area on
farms of all sizes. A high percentage (nearly 75 percent) of the ownership holdings
are operating all of their owned area. Even the large holdings dependent on tenants
sharply reduced their tenant-operated area in the 1970s [18; 20] .

In predominantly agrarian societies, the structure of landownership determines
the manner in which land and labour are combined for production. It has in turn
implications for the absolute and relativewell-beingof the rural population. Control
of land confers upon the owners considerable economic and political power, partic-
ularly if landownership is highly concentrated. The inequity embedded in a
dualistic agrarian structure not only reproduces rural poverty but is also highly
inefficient in producing food and raw material for industrialization. Land reforms
can be used to alter the existing and highly asymmetrical relations on land and
alleviate the condition of the rural poor.

Land reforms can have serious impact on the processes that reproduce poverty.
They are often expected to reverse or at least slow down these processes. On the
other hand, these reforms can contribute significantly to a process of agricultural
growth that creates affluence and poverty simultaneously. There is considerable
evidence indicating these contradictory effects of land reforms in underdeveloped

(i)
(ii)

high concentration of ownership and use of land;

landlessness and near-landlessness of a large and increasing proportion
of peasants;
wide differences in productivity and income between farms by size

and tenancy;

biformity in the input and. output markets because of the rigid

structure of accessibility based on landholding, thus neutralizing the

positive effects of public policies on taxes, price support, subsidies,
credit and agricultural research and extension; and

cumulative tendency towards increasing income disparities and

exclusive participation in the development process.

(iii)

(iv)

(v)

The argument for a radical restructuring of the land system in Pakistan is then
based on efficiency and equity. The disequilibrating effects of new technology,
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increasing specialization and division of labour are becoming quite evident on the
weakened position of smalllandowners, landless share-{;roppersand wageworkers.

2. Agricultural Taxation

The structure of direct taxes in agriculture can not only affect the ownership
and use of land and the distribution of rural incomes, but also provide investible
surplus to the government for the development of agriculture and improvement
in rural life. There is at present only one form of direct tax on agriculture in
Pakistan. It is called the land revenue. There is no tax on agricultural incomes.
The land revenue system is ancient and rigid. Its tax base has not expanded with
changes in agricultural production and income. Since the introduction of ushr
on agricultural output in 1983, land revenue collections have contracted and the ushr

revenue is not availableto the public sector for developmental work.
Governments have resorted to taxing agriculture indirectly as a soft option to

the restructuring of the land tax. Several forms of explicit and implicit indirect
taxes, which have had few if any positive effects on efficiency and equity, have been
imposed on agriculture. The dependence on a variety of indirect taxes is a sad
reflection of the failure of governments to make taxes flexible and progressive.
Governments have allowed transfer of agricultural surplus to other sectors without
at the same time returning to agricuiture and rural community the benefits of
investible resources for their own development and well-being. Furthermore, public
policy in the agricultural se<;torhas helped only certain groups to appropriate the
benefits of growth without using the fiscal instruments to redistribute these gains.

The rigid tax structure of the land revenue system is reflected in the several
indicators shown in Table 3. It has been producing largely an unchanging amount of
revenue in the provinces, except in two to three years in the late 1970s when the
collections rose because of ad hoc increases in the rates of land tax. The reduced
collections in 1983-84 reflect the introduction of ushr from the Rabi of 1982-83.

Then, again, since the total provincial taxes and the national value added in agri-
culture have been rising, the share of direct agricultural tax has fallen quite sharply
over time: the ratio of land tax to provincial tax revenues fell from about 7 percent
in 1974-75 to 1.0 percent in 1983-84 and the ratio of land revenue to gross value
added in agriculture fell from 0.8 percent to 0.2 percent in the same period. Finally,
provincial governments have been collecting only Rs. 8-12 per cropped hectare.
In other words, a landowner pays a tax not exceeding 0.5 percent of the gross
value per hectare! Of course, there are wide differences in the incidence of land

revenue per cropped hectare between the provinces: the highest is still in Sind which
is followed by the Punjab and the NWFP.

Another serious aspect of the land revenue system, at least until 1977, was that
the revenue collected per unit of cropped land did not vary with the size of an

owner's landholding. However, the basic exemption of revenue for holdings of less
than 5 hectare since then has induced landowners to alter land records to reduce the

size of the individual holding. A surcharge, called "agricultural income tax", brings
Rs 3-5 million per year with the land revenue. The small amount of collections is

due to the fact that the surcharge is not imposed on those landowners who pay land

revenue of less than Rs 250 in the Punjab and Rs 450 in Sind. Since there are not

too many landowners who pay more than Rs 500, the total amount of surcharge
has remained largely insignificant.

The exclusion of agricultural income from tax poses three serious problems:

(a) it limits opportunities for the mobilization of domestic resources for develop-
ment expenditure; (b) it maintains inequities between the agricultural and non-

agricultural sectors and within the agricultural sector; and (c) it introduces ineffi-

ciency in the tax system of the country. The welfare cost of not taxing agricultural
income would be reflected in capital not moving to activities where it is more

productive because taxpayers are concerned with the after-tax returns rather than
with gross returns [9]. Exemption of agricultural income from tax, subsidies for

credit and farm inputs, and tax holiday on investment in agriculture are attracting
capital from urban areas into land. Given a lower marginal productivity of capital in
agriculture than in industry, the cost to the society is in the form of lost output.
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Table 3

Land Revenue Collections in Pakistan, 1975 and 1984

Gross Ratio of
Value Land Revenue

Year Land Provincial of all Ratio of Ratio of to Cropped
Revenue Tax Revenue Crops 2 and 3 2 and 4 Area

(. . . . . . in MillionRupees. . . . ..) (percent) (percent) (Rs (Hectare)

(1) (2) (3) (4) (5) (6) (7)

1974-75 183 2,705 23,271 6.8 0.8 10.54

1975-76 187 4,075 26,602 4.6 0.7 10.38

1976-77 141 4,442 29,447 3.2 0.5 7.74
1977-78 178 4,973 34,516 3.6 0.5 9.63

1978-79 231 5,764 39,322 4.0 0.6 11.97
1979-80 169 7,386 44,765 2.3 0.4 8.79
1980-81 241 10,982 49,408 2.2 0.5 12.47
1981-82 230 11,869 57,601 1.9 0.4 11.63
1982-83 189 12,531 62,422 1.0 0.3 9.40
1983-84 143 14,082 61,202 1.0 0.2 7.04

Note: Data are compiled from [21] and [22].
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The land revenue system is a tragic anachronism, maintained by the tenacity
of the landed interests and supported by the existing revenue administration. The
interest of landlords in maintaining a largely regressivetax structure, in which their
lands and incomes enjoy special treatment, needs no demonstration. These interests
have been expressed with force in almost all official committees and they have so
far been guarded by governments. The civil service associated with the
administration of land revenue, almost without exception, has on every occasion
supported the position of the landed interests. The revenue officials have helped
these interests by pleading that the agricultural sector deservesa "special treatment"
for direct taxation. They appear to be pleading for all groups in agriculture as if the
present tax structure is efficient and equitable. In reality, they are successfully
defending the wealth and income positions of a minority of landowners and farmers
who are not necessarily the most efficient agents of agricultural production.
However, their influence on public policy is reflected in the fact that the Finance Act
of 1977, replacing land revenue by a tax on agricultural income, was aborted after
the imposition of Martial Law in 1977.

There is now considerable evidence that the burden of indirect taxes on agri-
culture has been falling, thanks to the abolition of export taxes and increased
support prices for major crops, and the terms of trade have moved in favour of
agricultural producers [5]. Secondly, how long can the society bear the welfare
costs of a policy based on the "infant industry" argument that is no longer valid for
increasing agricultural productivity. Finally, there are the persistent, if not
increasing, inequalities of landownership and rural income. Therefore, the present
land tax should be replaced by an efficient and equitable direct tax on agricultural
income [11; 13]. The new tax system should take into account at least the
followingconsiderations:

I

I

I
I

I
I

I

I

I

(i) it should be a rational instrument with which the State may be able
to mobilize investible resources from agriculture to help develop the
much needed infrastructure in rural and urban areas;
it should be based on the principle of the ability to pay, maintaining
a measure of equity within agriculture;
it should be responsiveto changes in incomes, prices and output; and
it should be administered without imposing unbearable economic and
political costs.

(ii)

(iii)
(iv)

Introduction of direct and progressivetax on agricultural incomeswill not only
introduce the much-needed elements of efficiency and equity, but will also
significantly increase government revenues without the government having to resort
to explicit and implicit taxes that are both unfair and socially inefficient. There is
an additional argument for direct taxation in agriculture, for it also provides a
n~la;~~I1" f'",~.;hl", ~lt"'rn~t;u", t~ ~ r~,1;~~l r",,1;.tr;h..t;~n ~f'l~n,1
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3. Price Support and Subsidies

Government intervention in the pricing of major crops and farm inputs has
been one of the most important instruments of taxing and subsidizingagriculture in
Pakistan since at least the early 1960s. The policy of support prices for major crops
(wheat, rice, cotton and sugar-cane) and subsidies on prices of farm inputs, partic-
ularly fertilizer and water, has been premised on the argument of incentives to
farmers to raise farm productivity. There are severalinteresting aspects of this policy
that need examining here.

Firstly, it is significant that the terms of trade for agriculture have improved in
the last seven to eight years. This is indicated by increased purchasing power of
farmers, whether measured in terms of the quantity of output or in those of
productive effect. It can thus be argued that the farmers' ability to pay for farm
inputs has not been eroded even with the recent reduction in subsidies. This is also
reflected in the evidence on increased net returns per hectare in the 1970s. One of
the major reasons for this has been the increases in the procurement prices of the
principal crops [5] .

Secondly, support prices for major crops have been rising significantly, partic-
ularly since the late 1970s. The procurement price of wheat has almost doubled,
the price of rice has been raised by 50 percent, the cotton price has gone up by
about 40 percent, and the sugar-cane price has risen by over 50 percent. What is
even more important is that the ratios of the procurement prices of major crops to
the prices of farm inputs have not moved adversely, and the ratio of domestic prices
to international prices of these crops has improved. In fact, cotton prices are now
very closely alligned; and the domestic price of sugar far exceeds its international
price [5] .

Thirdly, as shown in Table 4, the total amount of subsidy on farm inputs
has increased significantly after 1977, maintaining a level of Rs. 2.5 billion to Rs.
3.0 billion. It has absorbed about 8-16 percent of the total development
expenditure of the federal and provincial governments. The lion's share, nearly
three.quarters, of the subsidy on farm inputs has gone to fertilizer, followed by
irrigation water and pesticides. Subsidy on pesticides was eliminated in 1981 and the

fertilizer subsidy is expected to be removed this year. The subsidy on irrigation
water has been rising, even though the water rates have increased in recent years.

The issue of price support and subsidieshas engendered a number of contro-
versies. One thing can be said in the context of Pakistan. A price support policy,
with sensitivity to changes in domestic resource cost and international prices of
major crops, should be the only instrument to enable farmers to get a "fair" return
for their effort. Subsidieson farm inputs, even if they had a credible case in the past,
should be eliminated completely, particularly on canal water, fertilizer and
machinery (tubewells and tractors). This argument will be developed following a
discussion of the price support policy.
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Price support for major crops can give farmers a fair deal through its effect on
their incomes and provide stability to the prices in the market-place. A major
advantage of reliance on a price support system will be the likely distribution of
benefits between large and small farmers. Small farms, as shown in Table 5, account
for about two-thirds to three-quarters of the cropped area of the major crops and
their cropping intensity is 30 - 40 percent higher than that of large farms. Conse-
quently, a price incentive would tend to affect the small farmers more favourably.
The only problem here is the observed difference in the marketable surplus of grains
between large and small farms. The evidence of lower marketable surplus on small
farms, given in Table 6, reflects partly the subsistence requirements of these house-
holds. It also indicates the problems the small farmers usually face in marketing
their grain crops even through the government procurement centres [6]. The
emphasis of the government policy should be on alleviating the marketing and
storage problems of the small farmers in order to encourage them to sellhigher pro-
portions of their output of grains. This policy ties in well with the gains in terms of
the larger output that the small farmers would be able to provide to consumers at
reduced unit cost.

A price support system can work only if governments are aware of and
sensitive to changes in the factors that affect prices in markets both at home and
abroad. Among these factors, the most important are (a) domestic resource costs
or crop parity ratios, (b) border or international prices, (c) relative prices of major
farm inputs and manufactured goods, (d) domestic demand conditions, and (e)
marginal cost of crop production under various farming systems and areas. It is a
long agenda, but without taking these factors into account, government intervention
may tend to distort the incentives for efficiency and equity. The research needs are
equally great, as little has so far been done in Pakistan. It is encouraging that the
Agricultural Prices Commission has undertaken some studies either directly or

Note: Net Irrigation Cost is the difference between the operation and maintenance cost of the
irrigation system and revenue collected from water users. Development expenditure is
of both federal and provincial governments. Figures for 1983-84 are estimates. Data
are compiled from [22, Table 8.4, pp. 102-3 and 5, Table 11, p. 25] .

Table 5

Distribution of Cultivated and CroppedArea by Farm Size in Pakistan,
1980

Table 6

Distribution of Marketable Surplus by Farm Size in Pakistan,
1983

Farm Size

(hectares)
Percentage of Total Output in Markets

Less than 5.0

5.0 to less than 10.0
10.0 and over

Note: Data are compiled from [25, Table III-2].
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Table 4

Agricultural Subsidies in Pakistan, 1975 and 1984

Ratio of
Plant Net Develop- Subsidies

Year Pro- Irri- Total ment to Ex-
Ferti- tec- Wheat Tube- gation Subsi- Expendi- pendi-
lizer tion Seeds wells Cost dies ture ture

(. . . . . . . . . . . . . . in MillionRupees. . . . . . . . . . . . . .) (percent)

1974-75 326 112 6 16 61 521 10,734 4.9
1975-76 607 381 6 24 146 1,164 12,366 9.4
1976-77 381 485 6 48 166 1,086 15,038 7.2
1977-78 617 523 25 20 121 1,306 15,353 8.5
1978-79 1,692 267 8 24 231 2,222 18,494 12.0
1979-80 2,454 218 29 22 361 3,084 19,082 16.2
1980-81 2,457 - 2 20 578 3,057 23,321 13.1
1981-82 1,794 - 8 24 750 2,576 24,643 10.5
1982-83 1,948 - 8 24 727 2,707 29,833 9.1
1983-84 1,720 - - 16 700 2,436 29,264 8.3

Percent Share
Farm Size Percent of Percent of of Major Cropping
(hectares) Cultivated Cropped Crops in Intensity

Area Area Cropped Area

Less than 2.0 8 9 63 147
2.0 to less than 10.0 56 58 66 130
10.0 to lessthan 60.0 30 28 57 111
60.0 and over 6 5 59 100

Note: Data are compiled from [20].

Wheat Rice Maize Cotton Sugar-cane

28 50 20 91 99
60 88 35 98 99
78 98 59 98 95
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through other institutions. Results of well-conducted studies can present reasonable
options to policy-makers to use in the political process by which support prices are
in the end determined.

The other area of concern for an effective price support system is that of

institutional support to facilitate the disposal of agricultural surplus, particularly
that of small farmers. Governments should pay attention to the development of a
decentralized storage system which is accessibleto the farmers with smallamounts of
surplus. While the public sector may develop large-scale and strategically located
storage facilities, it is necessary to encourage private groups (traders and the like)
to construct small-scalestorage that is available to small farmers at reasonable cost.
Finally, the marketing intelligence services should be expanded and more closely
integrated with the market committees at all levels. Participation of direct producers
needs far more attention than it now receives.

One of the arguments often presented against reliance on a price support
policy as a substitute for subsidies on inputs has been that the former is likely to
raise directly the prices of food and raw material paid by urban consumers and the
growing industrial sector. The experience in Pakistan shows that support prices of
almost all major crops have been below their domestic resource cost or border prices.
Urban consumers of grains, particularly of wheat, have been protected through a
rationing system. In fact, it can be argued that all poor consumers, rural and urban,
can be subsidized through some kind of a rationing system, implying a subsidy
considerably smaller than the amount of subsidy being given to farmers on inputs. A
wheat rationing system for the poor households may be one of the few ways to
protect their real incomes [6; 24]. What is perhaps more significant is that increased
agricultural production through price incentive may allow termination of consumer
subsidy and release state revenues for transfer to the poor through improved services
in urban and rural areas. The industrial sector, as user of raw material, needs no

protection as long as the prices of raw material do not exceed their opportunity cost
or the border price. It is unreasonable to tax raw material producers through low
prices, when the industrial producers have been protected so well through taxes,
subsidiesand exchangerates.

The case against subsidieson farm inputs is based on several arguments. For
one thing, there is considerable evidence that since access to major farm inputs is
dependent on the size of landholding, there has been a definite discrimination
between small and large farmers in the distribution of subsidies on inputs and the
consequent incomes they help to produce. Also, there is evidence that the use of
many of the so-called modern inputs is higher on large farms than on small farms,
although there is no equally credible evidence that large farms are more efficient
users of these inputs. This has been certainly true of fertilizer, pesticides and farm
machinery [20] .
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Secondly, there is evidence that the price elasticity of demand for some inputs
(water and fertilizer) is quite low. Thus, their negativeprice effect is more than off-
set by the positive income effect. The positive income effect of fertilizer and water
has been demonstrated by the continued profitability of the use of these inputs
[5] .

Thirdly, subsidy on certain inputs not only encourageswaste of a scarce factor
(water), but also leads to substitution of other inputs that may have a negative
impact on income and employment, offsetting the private profitability of the
subsidized input. This argument is clearly relevant and strong in the observed
substitution of labour by machines.

Fourthly, the cost of certain inputs, like water and fertilizer, even without a
price subsidy, may be a very small proportion of the total cost of production of
crops per hectare. Removal of subsidy would put little additional burden on the
total cost. What is even more important is that the cost of fertilizer and water and
some other inputs is demonstrably lower than the value added by them per unit with
support prices for crops [5] .

Finally, reduced subsidies in the economy would release substantial financial
resources to be used for improving services to farmers, e.g. maintenance and
operation of watercourses, provision of research and extension services, and
expansion of institutional credit.

The principle of charging user cost of major inputs from farmers can thus be
defended on the followinggrounds:

(i)
(ii)

distributional impact of subsidies is highly skewed;

farmers are fully aware of the benefits of water and fertilizer, and
increased charges are not likely to affect aggregate production;

some subsidized inputs misallocate resources, with negative effects on

aggregate production and employment; and

subsidies tend to lead to wastage of scarce resources, particularly by
the less efficient users.

(iii)

(iv)

4. Agricultural Credit

Public provision of farm credit can be an important instrument for improving
production and income of the small farmers and the landless. However, it rarely
works this way in most countries, and Pakistan is no exception. Whilethe indebted-
ness of the rural poor is proverbial, there is usually underreporting of debt by most
households, and it is particularly noticed amongst share-cropperswhose relationship
with their landlords almost always involvessignificant borrowing. Most households
borrow from relatives and friends and are often unwilling to reveal their debt to
those sources. There is evidence that small farmers and the landless borrow from

J. non-institutional sources, including relatives and friends, money-lenders, landlords,
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commission agents and traders [20]. Also, there is evidence that the interest rates
paid on loans from these sources are considerably higher than those paid on loans
from institutional sources. The low-income rural households borrow mostly for
current cash requirements of production and consumption. In fact, small farms (less
than 5 hectares) make few investments: their share is less than one-quarter of all
agricultural investments. Their limited investments are from their own resources,
because they reportedly borrow no more than 35 percent of their investments?
This, of course, reflects the limitation of their demand for credit by their ability to
pay for it.

Institutional credit in Pakistan is not demand-oriented: like most other inputs
and services it is constrained or rationed by supply. There are no estimates of
demand for farm credit, based on rate of return, level of technology, financial
constraints, etc. Since the cost of institutional credit is relatively low, there is excess
demand for it. A bias in favour of large farms is built into the institutional credit
system because of considerations of (a) risk minimization through collateral require-
ment, (b) low administrative cost and convenience and (c) the power and influence
of large landowners. A close examination of the lending policies and disbursements
of credit by institutions shows that these problems militate against small farmers in
general and the landless in particular. Share-croppers have no direct access to
institutional credit. Their major source is their landlord, and he also works as a
conduit for seasonal loans from institutional sources. The other landless groups
must depend entirely on non-institutional credit sources. The high cost of and
limited access to credit thus prevent the rural poor from expanding their income-
earning capacity.

The growth of institutional credit in Pakistan has been impressive in the last
decade, rising from about Rs. 1 billion to Rs. 9 billion [22]. However,most of the
loan money still flows to those who own substantial land or can givesimilarcollateral
as personal security. Institutional credit is not directed to meeting the consumption
needs of rural households, although some of it gets chanelled into consumption.
This was observed particularly in the early to mid-1970s, when commercial banks
began to extend loans to "farmers". Production requirements of farmers are the
major focus of the public credit system. However, it excludes borrowing for
purchase or mortgage of land.

Development or investment lending is done almost exclusively by the
Agricultural Development Bank of Pakistan (or ADBP). It is allocated nearly one-
third of the total public lending. The lending programme of the ADBPis dominated
by loans for tractors, tubewells, and minor irrigation and agro-industrial ventures in

the private sector. As shown in Table 7, small farmers get less than one-fifth ofits
loans. The number of beneficiaries is limited to a few thousands. Landlessworkers
and share-croppers without collateral are not eligible for credit. The mobile credit
scheme of the ADBP has apparently increased the lending for new and even
innovative enterprises. It has also helped somewhat in increasing the recovery rates,
from 75 percent to over 80 percent. It is significant that small farmers are better
borrowers than large landowners in this respect.

Table 7

Distribution of Loans by Agricultural Development Bank of Pakistan
by Farm Size in Pakistan, 1982-83

Note:

J

The loans to non-landownersare to corporate bodies or individualsfor agro-industries,
poultry, etc. Data are compiled from [I].

Public sector lending for the purchase of current or seasonal inputs, like seeds,
fertilizer, pesticides, etc., is done through the co-operative and commercial banks.

The co-operative banking system is still very weak in Pakistan in terms of its ability
to extend loans to small farmers, to recover these loans and to manage its affairs

efficiently. The absence of multi-level societies and the dominance of public (pro-
vincial) bureaucracy do not allow participation of small farmers in the system.

Consequently, large farmers tend to dominate at the apex level of the co-operative
organization.

Commercial banks were inducted into the farming sector in 197 3, and they
now account for about 45 percent of the total farm loans. Lending by these banks

is also apparently mainly to large farmers. It works in their favour in several ways.
The required quotas of loans for farmers by the size of the landholding are circum-

vented by considerable "proxy" lending, particularly through sharecropping tenants
to landlords. This has become perhaps more significant after the introduction of

interest-free seasonal loans intended for small farm operators. Similarly, the trans-
action costs of obtaining the "pass book", introduced in 1973, are quite different,

2 Small farmers' share in all farm investments is less than one-quarter. Most of their
investment is in conventional implements and tools, animals and related equipment [20].

Ownership Amount Percentage
Status in MillionRs Share

1. Landowners:

up to 5.0 hectares 463.74 20.1
over 5.0 to 10.0 800.48 34.6
over 10.0 to 20.0 512.30 22.2
over 20.0 342.52 14.8

2. Non-Landowners 191.40 8.3
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depending on one's holding or degree of influence on the local bureaucracy. The
result is that a very low proportion of small farmers have obtained the pass books,
whereas most of the large landowners possessthem.

The observed duality in the rural money market of Pakistan is a reflection of
its dualistic agrarian structure. A substantial subsidy implied in public loans for
agricultural production is transferred to a small number of large landowners or
operators. There are several policy options necessary to reduce the imbalance and
increase the flow of credit to small farmers, including the landless tenants and farm
workers.

Firstly, the ADBP should lower its land ceiling requirement to define a small
farmer. It should also shift its emphasis from tractors to small loans with a large
portfolio:

(i)
(ii)
(iii)
(iv)

loans to purchase farm implements and improve farm structures;
loans for tractor hiring servicesfor land levelling;
loans for additional heads of livestock for dairy products and meat;
loans to the landless for livestock and similarventures in rural areas.

Secondly, the mobile credit scheme of the ADBP and the supervised credit
programmes of commercial banks should be integrated with the research and exten-
sion servicesto introduce and expand well-tested packages of technology.

Thirdly, it is necessary to strengthen effective monitoring and evaluation
programmes in the banking system to reduce wastage and avoid misallocation of
resources. The banking system has so far resisted these programmes or allowed
their nominal existence.

Finally, and perhaps most importantly, the intended beneficiaries should be
helped and not discouraged to form somewhat homogeneous and formal groupings
or associations for activity planning, loan appraisal, credit delivery and even group
savingschemes. These associations can be used for a group security system to help
individual members in obtaining loans for production, livestock, etc. They can also
act as watchdogs and help to improve the effectivenessof public lending institutions.

The links between credit and rural welfare are strong but complex. There are
many questions that Pakistani researchers need to explore in order to understand the
impact of public policy on credit. For example, what is the nature of the linkage
between borrowers and non-institutional lenders, particularly the links between the
tenant and his landlord and between the small farmer and the money-lender or
trader? What are the factors that playa dominant role in determining the demand
for credit by the rural poor? How does farm credit affect adoption and use of
various packages of technology? And so on. The Pakistani literature on farm credit
is woefully inadequate and cannot yield meaningful responses to these questions.

Public Policy and Agricultural Transformation 325

5. Agricultural Researchand Extension

The share of agriculture in the development plans of Pakistan has fallen from
about 10 percent in the first five-year plan to 4 percent in the sixth plan (Table 8).
The share of agricultural research and extension in the development budget of
agricuiture has risen from about 8 percent to 20 percent in the same period. The
significant fact is that Pakistan spends for research and extension only one-quarter
of one percent of its Gross Domestic Product and only one percent of the Gross
Value of Agricultural Output. Put differently, in the early 1980s the average
spending on these activities was Rs. 100 per farm (Rs. 30 for research and Rs. 70 for

extension) and Rs. 20 per cultivated hectare (Rs. 6 for research and,Rs. 14 for exten-
sion). These expenditures make Pakistan amongst the lowest spenders in the Third
World. Several studies have shown that most countries, irrespective of their state of
development, have high returns on expenditures on agricultural research and exten-
sion. The real rate of return in Pakistan varies from 15 to 60 percent.

Table 8

Allocation of Public Investment to Agriculture in the Five YearPlansof Pakistan

Sector

Note: Dataare compiledfrom [23].

Traditionally, agricultural education, research and extension services have been

funded through and administered by provincial governments. The federal govern-
ment has played its role mainly in distributing resources and co-ordinating these

..

1. Agriculture

2. Fertilizer
Subsidy

3. Total (1+2)

4. Water

5. Agriculture
and Water

Percentage Allocation

First Second Third Non.Plan Fifth Sixth
Plan Plan Plan Period Plan Plan

1955-60 1960-65 1965-70 1970-77 1978-83 1983-88

9.5 6.6 6.2 5.5 4.2 4.2

- 1.9 4.2 3.1 5.6 0.6

9.5 8.5 10.4 8.6 9.8 4.8

19.9 43.3 34.2 17.0 10.1 10.8

29.4 51.8 44.6 25.6 19.9 15.6



326 Mahmood Hasan Khan Public Policy and Agricultural Transformation 327

activities at the national level. However, the rapid expansion of funding for agri-
cultural research since the late 1970s has created serious contradictions in the
national research effort. The Pakistan Agricultural Research Council PARC- which
was established only as a federal co-ordinating agency for research in the provinces -
has acquired increasing resources for and control of agricultural research to which
the provincial institutes have little access to improve their own research activities.
In fact, a distinct duality has developed in the working conditions, rewards, etc.,
leading to a drain of researchers from provinces to the PARCo The increasing
centralization of agricultural research at the PARC and its emerging elitism are not
sensible or economic solutions of the acute regional problems of quality iesearch in
provincial institutions.

The other problem of agricultural research is that the emphasis is still on
traditional questions about major crops. There is apparently little appreciation of
"adaptive" research, emphasizing the development of technology packages that
respond to the specific needs of various farming regions and the sizesand tenures of
landholdings. What is equally important is that agronomic research has not been
integrated with the economics of potential demanders of new technology. There is
serious deficiency in the study of economic aspects of agriculture under different soil
and water conditions, crop mixes, farm sizes and tenures. The present approach to
fill this gap is again premised on increased centralization of resources and personnel
at the PARCo The provincial research institutes do not have even a nominal existence
of agricultural economists on their staff. Most of the research in agricultural
economics rests with individuals outside these institutions, either in universities or
other autonomous institutes.

The impact of research on agricultural production and rural welfare depends on
how well farmers, as prospective demanders, benefit from it. This in turn would
depend on the integration of agricultural research with the extension system. The
concept of adaptive research requires a high degree of integration between these
services in carrying to farmers profitable packages of technology etc. The extension
system has to act not only as a conveyer belt between researchers and farmers, but
also as a catalyst for adoption of new techniques by the farmers with small means
and low incomes. A targeted extension network with strong links with research
institutes has to be developed to achieve these objectives.

Agricultural extension servicesin Pakistan are still based on the notion that a
cadre of agents with some general knowledge about agricultural sciences can help
the farmers to improve their production. There are at least two serious problems
with this approach. One, it has allowed a proliferation of frontline workers (called
field assistants) with poor training, limited mobility and low reward for good work.
The provincial agricultural extension departments seem to have become a refuge for
a large number of young high school graduates with little prospect for growth in their
careers or service to the farming community. Two, these workers and their super-
visors (called agricultural assistants) must often concentrate their best efforts on

reaching the influential and well-off farmers. This is partly the duality problem that
for economy and convenience every public sector service accommodates at the
expense of the small or poor farmers.

The training and visit (T and V) method introduced in some districts of the

Punjab and Sind in the early 1980s has so far produced no evidence of its alleged
superiority over the conventional extension methods. Perhaps one of the important
factors constraining its work has been a lack of commitment to resources and
training of personnel. The adaptive research technique integrated with the T and V
extension system seems quite attractive, but its impact on farmers will depend
on two major factors.

Firstly, there should be a shift from a reliance on a large number of poorly
trained frontline workers (field assistants), with little motivation, to a core of well-

trained extension agents (agricultural assistants) formed in teams and linked closely
to the research system. Here, the role of subject specialists is central to the success
of the research-extension nexus, because these specialistscan provide a constant and
stable flow of the relevant research to extension agents and farmers. The emphasis
on competent and specialized knowledge, of course, would be equally helpful in
improving the low standards of teaching and training observed today.

Secondly, it is imperative that farmers, particularly those who need good
quality service and do not at present get it, should be organized into formal groups
or associations to take advantage of the specialized and integrated approach to
technology transfer. The formation of these groups will not only yield economies
of scale, and hence save considerable resources, but will also encourage participation
of small operators. At present, sharecropping tenants and small owner-operators
have little, if any, direct access to quality extension service. As individuals, they are
dependent on a system which reinforces duality. As members of relatively
homogeneous groups, they can exercise far greater influence on the system that now
excludes them as individuals.

CONCLUDING REMARKS

The process of development is not about marginal adjustments; it usually
involves deep structural changes. These changes, at least initially, rarely come from
reliance on markets. Public policy plays a dominant role in creating new structures
and organization that may help or hinder development. In societies with highly
differentiated agrarian structures, low levels of productivity and high income
inequalities, State intervention can exacerbate these conditions without major re-
adjustments in agrarian relations, taxes and the like. These adjustments are the
necessary conditions for realizing the positive impact of policies about support
prices, input subsidies, credit, etc. Pakistani governments do not seemto agreewith
this proposition. They have relied instead on policies which have largely excluded
the option of structural change. This paper has attempted to demonstrate some of
the serious consequencesof their policies on agriculture in Pakistan.
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Concluding Remarks

SYED FAKHAR IMAM

(Speaker, National Assembly of Pakistan)

Chairperson

I should like to commend Professor Mahmood Hasan Khan for his very learned
discourse in which, in some ways, he has touched upon the most sensitive issues
that may confront any policy-maker in a developingcountry, especiallyin a country
which may be undergoing the phase of economic, social and political development
that we are passing through today. He has looked at the social, economic and
political constraints of an academician. The policy-formulator has to look at those
very options from the vantage point where the art of compromise has to be arrived
at. Some individual may say that, of course, the social power structure is primarily
based on our land tenure systems and land ownership systems but the policy-makers
have their own limitations. Of course, this is so in all the systems of governments in
the world. But in Pakistan the issue of land reforms in the pre-partition and post-
partition era has been an issue looked at primarily from the land-ceiling angle; but
I think it should also be examined from other angles. As Mr Shafi Niaz has said,
when we consider land reforms in Pakistan we perhaps only look at one dimension,
which is land ceiling, and the other three or four factors which go along with it are
often not considered in depth. Normatively Prof. Mahmood Hasan Khan may have
come up with this highly differentiated and asymmetrical analysis; but, again, how
many micro analyses have been done pertaining to cropping pattern options, given
our factors of land, labour, technology and capital? To what extent has there been
investment in terms of training persons in modern agriculture techniques and to what
degree have research and extension been spread to the farmers? What has been the
flow of the terms of trade in Pakistan's economy? Have they been flowingfrom the
rural areas to the urban areas from 1947 to 1985, or have they been flowing in the
reverse direction from the urban areas to the rural areas? And what are the rural and

urban social indices of rates of literacy in the urban and rural areas, rates of
educational levels, rates of potable water availability and rates of energy
consumption in the urban and rural areas? Many articulate men and women have
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talked about policy-making but there has been no comparison drawn, on the per
capita basis, of these essential factors of our urban and rural people. When an
election is held, it is the rural people who get elected - naturally, as the rural people
form 70 percent of the population and naturally those people will come within the
rural areas who have had a greater opportunity for acquiring positions of influence
and power within the political arena. But the same also goes within the urban areas
in Pakistan: only those people, whether it is in the commerce, industrial or trade
sector, come forth who have had more oportunities and who are also likely to be in
the political arena. But when we try and compare it on an urban-rural basis, then we
do not sometimes analyze it along these lines because the rural areas being less
literate and articulate, their influence in policy-formulation is not commensurate
with their representation. For instance, how may major newspapers reflect the role
of the rural areas? Does anyone major newspaper dwell at length at the issues facing
rural people as outlined in the theoretical framework put up by Professor Mahmood
Hasan Khan? Overall, it has been the urban factor which has been the dominant
factor. And how many times have we had the rural people coming out and playing
the role of power and influence in 37 years? About 17 years, perhaps? Even in these
17 years, can it be said that total dominance was only of the rural people? Were the
other power elites, viz. the armed forces, bureaucracy and urban elites, not having
any say? Even in the National Assembly today the number of agriculturists and the
extent of their land holding are not yet determined. I think we would have to make
an analytical study of that. Then, how can we differentiate the classes of people
according to their holdings? And if we look at the social structure, the power
structure, I am not so sure that we may come out with the kind of power structure
that is commonly understood by the people as the one which actually influences
decisions. Maybe they do, maybe they do not; I am not sure because I have yet to
see a study, a micro-analysis study. But, more than that, I think the agricultural
economists of Pakistan should address themselves to these questions, namely croping
patterns, where the price differentials and the comparative advantagesshould accrue
to Pakjstan. I know, for instance, that of the four major crops over a 35-year time-
span, sugar has been supported at the cost of other crops. I do not think this is true
of the other three major crops, namely rice, wheat and cotton. There it has always
been the middleman, whether it has been the government procurement agenciessince
1977 or the private procurement sector before 1977, who have been the beneficiaries,
not the producer, whether it is small, big or middle-size producer. Today we are
importing edible oil for Rs 700 crores, milk and milk products for 40-50 crores,
and timber for Rs 70-78 crores. Pakistan has less than four percent of its total land
area under forest and we have not even touched on that subject today. About
livestock, which contribute 28 percent to our agriculture, not one person has spoken
today except in the brief introduction by Professor Mahmood Hasan Khan. So, I
think the concepts of agroeconomics in Pakistan needs many more micro studies and
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I think our universities, our research centres, our extension people and the farmers
need to explore these areas because ultimately it is the small producer who must be
made capable of producing at optimum levelsof production.

The 50-acre farm in Pakistan is supposed to be a large-sizehOlamg. Now what
are the optimum levels of efficiencies of production and the economies of scale as
far as land holding is concerned in Pakistan? Can this size of holding, giventhe levels
of inputs of fertilizer, pesticide, extension, research and education, be considered
'large' on a comparative economy of scale? Anyway, these are valuejudgements. Of
course, we have to go back and see the levels of development at which Pakistan
stands today in industry, in commerce and in agriculture. Agriculture was our base
where we could have been having surplusesof production. But where are we today?
Last year 2.9 million bales of cotton, this year 5.9 million bales of cotton. Look at
the extreme variation, the drop, it is a lOa-percent drop due to weather and lack of
pesticide application this year. A yield of 10 to 11 million tonnes is what we are
hearing can be expected this year. Nobody knows the last figure. 13 million tonnes
was predicted, but last year it was only 11 million tonnes. For two years successively
we had surpluses. We did not know where to put them; it was put under the canvas.
So, there are variations in Pakistan's agriculture and still the major factor which
affects our farming strategies is weather, followed by all these other strategies in
which, of course, I think pricing mechanisms have played a very essential part. But
I would still say that the policy-maker still has to look at these differentials, at these
policy implications in a manner, perhaps, where the academician, the theoretician,
the philosopher may have to look at it from a different vantage point. But, of
course, without the philosopher, the theoretician and the person who can always
point his finger at the policy, the person who has to compromise (which is the
policy-maker), I think we would not have progressed. Preparation of such dis-
sertations, the holding such fora which provide us this opportunity for arriving at
decision make it better for us. Without having full-fledged debate and discussion,
policy-makingcan never be meaningful.
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