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Foreword

The National Human Development Report links between autonomous organizations of
(NHDR) for Pakistan argues that poverty the poor and various tiers of local
can only be overcome through the government. In this connection, the Report
empowerment of the poor, especially poorcan be discussed in the context of the Local
women. The Report recommends a multi-Government Ordinance 2001 that provides
dimensional strategy for poverty alleviation, for the organization of independent Citizen’s
including alternative economic growth Community Boards equipped to access local
strategies and governance reforms. Thecouncil development funds for their
Report highlights the need for an integrated,community development projects to monitor
national strategy of public policy and action. the services that are essential for the poor.
The NHDR presents the first application This concept has the potential to bring a
of the Human Development Index (HDI) at breakthrough on autonomous organization
the provincial and district levels. The HDI for the poor, participatory development,
is a composite of living standard, longevity state-citizen relations at the local level, and
and education variables, and provides acommunity empowerment.
baseline against which to measure the future | wish to congratulate the Principal
trend in poverty, in Pakistan. This may be Author for two years of hard work with
complemented by the baseline of socialgreat dedication. It is hoped that the first
audits under way that additionally include National Human Development Report will
subjective variables, including levels of contribute in a constructive fashion to the
citizen satisfaction, on devolution, health, ongoing public discourse on the reduction
education, police, justice, and water. of poverty and the advancement of the
The Report recommends the formation Millennium Development Goals which
of autonomous organizations of the poor,Pakistan has endorsed.
and further maintains that empowerment of
the poor requires establishing institutional Islamabad in March 2003

Onder Yucer
UN Resident Coordinator
UNDP Resident Representative
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Overview

I. THE SCOPE AND PRIMARY economic growth as well as in terms of
PROPOSITIONS health, education and quality of life.

1. Pakistan is at a conjunctural moment in4. The Report locates the problem of
its history as it confronts a multifaceted poverty in Pakistan in the practice of
crisis of the human condition. At the end of governance on the one hand and the
the decade of the 1990s the governmenstructure of the economy on the other. In
faced financial bankruptcy, the real this context the Report proposes that at one
economy was in deep recession, poverty hadevel the challenge of overcoming poverty
reached alarming levels and the institutionsis to change the structure of the economy so
of governance had eroded to a critical point.as to achieve both a higher economic growth
The National Human Development Reportas well as an enhanced capacity of GDP
shows how each of these facets isgrowth for poverty reduction. At another
dynamically interlinked, to suggest that an level the challenge is better governance such
integrated and comprehensive strategy ofthat the poor particularly poor women, are
public action needs to be pursued toempowered to actualize their potential for a
overcome the crisis. sustainable increase in incomes and a greater
voice in various tiers of government.
2. The Report traces the emergence of an
economic structure characterized by a5. The Report represents a paradigmatic
tendency for increasing loan dependencegchange in the understanding of poverty and
slow GDP growth and growing poverty. policies for overcoming it. The poor in
This is done through a historical analysis of Pakistan cannot simply be seen as free
the pattern of economic growth, fiscal individuals with certain adverse ‘resource
deficits and the process of poverty creationendowments’ making choices in more or
in the context of the economic policy of less ‘free markets’. By contrast we argue
various regimes. that poverty occurs when the individual
The patron-client model of governance household in a fragmented community is
practiced first during the British Raj and locked into a nexus of power that
later in independent Pakistan involved systematically perpetuates poverty. The
winning political support through the Report for the first time shows how the poor
transfer of state resources in the form offace markets, state institutions and local
rents to a dependent economic elite. In astructures of power that discriminate against
situation where government resources aftethe poor and deprive them of a large
independence were quite limited, such aproportion of their actual and potential
form of governance may have been anincomes. Therefore overcoming poverty is
important factor in growing fiscal deficits, not simply a question of allocating more
restricting the international competitiveness public funds, nor of addressing their
of manufacturing industry and increasing vulnerability through ‘risk management’ or
poverty. Thus the failure to establish and providing micro credit in a fragmented way,
deepen democracy in the past may havenor even of correcting ‘market distortions’
been a factor in deepening poverty. associated with macroeconomic policy.
Overcoming poverty means empowering the
3. The Report for the first time presents poor to acquire greater control over their
estimates of Human Development Indicesuse of productive resources including their
(HDI) at the district and provincial levels in own labour, and keeping their incomes and
Pakistan. The variations in HDI between savings in their own hands. It means
provinces and districts are indicative of enabling the poor to get organized and have
regional disparities in both the level of institutionalized access over local
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government, and participation in decisions alternative institutional forms of public
regarding the allocation of government action for overcoming poverty, can achieve
resources at the local level, and the desigrsufficient coverage of the poor population
and implementation of local government and cost effectiveness, for a significant
projects for the poor. Overcoming poverty impact on the overall poverty problem in
means shifting the location of the poor in the country. In addressing this question the
the local power structures from being Report examines the institutional dynamics
victims to active subjects in achieving and management issues involved in
equitable access over markets, and oveachieving rapid coverage and efficacy of
institutions providing credit, health and NGOs. A small sample spot survey was also
education services. conducted to investigate the impact of
various types of NGOs on their beneficiaries
6. Most studies on poverty in Pakistan with respect to nutrition, health and
have examined the problem simply in termssustainable income increases.
of measuring the number of people below
certain poverty lines. However if poverty is 9. On the basis of an analysis of the
to be overcome what is required is to processes of poverty and the structure of
understand the processes of poverty creatiothe national economy, the Report articulates
and to identify the points of intervention in the outline of a three dimensional strategy
the poverty process through which the poorfor overcoming poverty: (i) The first
can be enabled to overcome poverty on adimension would consist of a major
sustainable basis. In the pursuit of thisdevelopment programme that can provide
objective the NHDR study for the first time health, education and basic services to the
undertook to establish a new data set to bepeople together with employment
able to conduct an analysis of the processespportunities. (i) The second dimension
through which poverty is perpetuated andindicates an economic growth strategy that
the possible routes out of it. can achieve both faster growth and an
Our survey data suggests that not only isenhanced capacity of GDP growth to reduce
there a high prevalence of disease amongsgpoverty. It would consist of providing
the poor but also that disease is a majorinstitutional support to small scale export
trigger that pushes households into poverty.based industries in the manufacturing sector,
The survey data also show that one of thehigh value added export products such as
key factors which determines the ability of milk, marine fisheries, fruits and vegetables
a poor household to pull out of poverty is in the agriculture sector, and software
whether or not the family has a secondexports in the services sector. (iii) The third
earner and the level of her/his education. dimension presents the approach for a direct
attack on poverty through participatory
7. The NHDR quantitative data set is new development at the local level. This is a
simply because the underlying questionsprocess of building autonomous community
have not been asked before. Some of thdéased organizations through which the poor
guestions raised are: How do distortedparticipate at the village/mohallah level to
markets for inputs and outputs of goods andobuild their human, natural and economic
services result in the loss of the actual orresource base for breaking out of the poverty
potential income of the poor? If this is nexus. It specifically aims at achieving a
indeed the case then what is the magnitudéocalized capital accumulation process. This
of the income loss? How do local structuresis based on the progressive development of
of power with respect to landlords, local group identity, skill development, local
administrative officials, and institutions for resource generation, increased productivity,
the provision of health, credit and dispute incomes, savings and investment.
resolution deprive the poor of their income, The Report examines the challenge and
assets and the fruits of their labour? opportunity of local government institutions
and the pitfalls of implementing
8. In exploring a strategy for overcoming decentralization reforms. It is proposed that
poverty the issue of the NGO sector as aformal decentralization of administrative
form of public action for community based functions does not necessarily help the poor.
poverty alleviation initiatives was examined. Empowerment of the poor in this context
The question investigated was whether theseequires establishing institutionalized links
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between autonomous organizations of theeconomy, and the poverty process. These
poor and various tiers of local government. processes accelerated during the 1990s and
began to be manifested in terms of acute
Il. CHAPTER OUTLINES poverty, sharp slow down in the GDP
growth, unsustainable fiscal deficits and
Chapter 1 This chapter gives a brief snap intense pressures on governance.
shot picture of the multifaceted crisis of = The analysis shows how during the Ayub
finance, economy and society. There hasegime the mechanisms of rural poverty
been an unprecedented increase in th@bservable today, were rooted in the
number of people in poverty and increased peasant dependence on the
unemployment during the 1990s. The landlord and asymmetric markets for inputs
acuteness of the economic condition of theand outputs that resulted from a particular
poor households is reinforced by extremelystructure of agricultural growth. The
inadequate coverage and quality of basicanalysis also shows how the tendency for
services such as primary education andhe economy’s loan dependence so manifest
health, particularly for women. We have today, may have originated in the economic
indicated some of the structural features inpolicies adopted during this period. The
both the fiscal crisis as well as the crisis ingovernment by providing State subsidies
the real economy. Unless these structuralocked the economy into an industrial
and institutional problems are addressed structure which was dominated by low value
growth is likely to remain slow and unstable, added industries incapable of generating
leading to still greater poverty in the future. foreign exchange for the country.

The impact of the crisis of poverty is  The structural constraints to fiscal space
particularly acute on the most vulnerable were exacerbated as successive governments
sections of society: Women and children.engaged in financial profligacy, and
The suffering of women is intensified as allocating State resources based on
they face social discrimination, gender considerations of political patronage rather
inequality in the access over basic servicesthan economic efficiency. Nationalization of
employment and income. The data presentedndustries and the growing losses of
in this chapter show that a disturbing nationalized units laid the basis of
proportion of poor children face mal subsequent fiscal haemorrhaging of the
nutrition and consequently increasedgovernment. During the Zia regime, State
susceptibility to disease. At the same timefunds were directed to attempting the
growing numbers of them instead of going establishment of a theocracy instead of
to school are going to work in hazardousurgently needed investment in economic
occupations where they are subjected tanfrastructure, and provision of health and
increased risk of disease and physical injuryeducation. Consequently when the cushion
due to the work environment. of foreign financial assistance was

Poor households faced with hunger, withdrawn after the Afghan war, investment
frequent illness and seeing their childrenand growth declined, budget deficits
being physically and mentally mutilated, are increased sharply and poverty intensified.
confronted with the added distress of The decade of the 1990s was marked by
violence, kidnapping and theft due to the a rapid deterioration in the institutions of
poor law and order situation. governance and a worsening law and order

It is clear therefore that in facing this situation. This resulted in an adverse
multifaceted crisis of the human condition, environment for private sector investment
the inter related dimensions of the economy,and a lower level, and reduced efficiency
institutions and governance would have toof, public sector expenditure. Consequently
be simultaneously addressed in an integratediuring the decade of the 1990s the structure
national strategy of public action. of GDP growth underwent further adverse

changes as both capital and labour
Chapter 2 This chapter presents a dynamic productivity fell sharply together with
picture of the multifaceted crisis through a declining employment elasticities. A
historical analysis of economy, society andreduction in capital productivity led to
State over the last four decades. The analysislower growth, while reduction in labour
examines the interplay between economicproductivity led to falling real wages. As
policy, the changing structure of the both GDP growth and real wages fell,

OVERVIEW



poverty tended to increase. This tendency
was reinforced by declining employment

productivity and low income

occupations.

elasticities. Thus deteriorating institutions of (iii) Local Power Structures and the

governance and associated adverse changes

in the structure of the economy in this period
laid the basis for a rapid increase in poverty
and unemployment.

Chapter 3 In this chapter we have
examined essentially three questions on the
basis of our survey data: (i) Who are the
poor? (ii) What pushes them into poverty?
and (iii) What are the mechanisms which
keep them poor? For the first time the
processes of poverty generation are analyzed
on the basis of quantitative data. The
analysis shows how asymmetric access of
the poor to local markets and the functioning
of local power structures deprives the poor
of a large proportion of their actual and
potential income. We have also identified
some of the major economic and social
features of the poor population. This is with
respect to the sources of income of the poor,
the sources of their loans and level of
indebtedness, their major occupations, their
health status, the types and costs of health
facilities they use and finally the types of
disputes they face and the costs of
resolution. Some of the major conclusions
that emerge from our empirical analysis are
as follows:

() Poverty and Modes of Financing
Consumption: The total annual
household income of the extremely
poor is substantially less than the
minimum food consumption require-
ment. Consequently they are obliged
to borrow money for food
consumption. Since availability of
loans to the poor is extremely limited
they suffer from acute nutritional
deficiencies. Various forms of charity
and remittances provide a significant
source for financing consumption
requirements of poor households with
private sector charity being three times
as large as that of the public sector.

(i) Moving into and Out of PovertyThe  (iv)

data show that the income level of the
second earner of a poor household is
the key determinant of the probability
of moving out or falling into deeper
poverty. A predominant proportion of
major earners in poor households are
unskilled workers engaged in low

PoverTy, GROwWTH AND GOVERNANCE

Poverty Process:

« Due to the landlords power the
extremely poor tenant farmers are
obliged to pay as crop share a larger
proportion of their farm produce
compared to non poor tenant
farmers.  Consequently the
extremely poor tenant households
are likely to run out of their
household stock of food grain and
are obliged to purchase grain in the
market at the end of the production
cycle when market prices are high.
Such households have to borrow for
food consumption or face starvation.

e Given their food budget deficit
many poor tenants are obliged to
supplement their incomes by
working part-time on the landlord’s
owner cultivated piece of the
landholding. Given their superior
power position, the landlords are
able to pay a lower than market
wage rate to their dependent tenants.
(The wage rates of the poor are
almost half the wage rates at which
the non poor work for the same job).

« Due to inadequate access of the
poor over institutionalized credit the
extremely poor households borrow
from the landlords. The resultant
increase in leverage of the landlord,
obliges many poor households to
work for the landlord without any
wage at all (57.4 per cent of
extremely poor households worked
for the landlord without wages).

* The tenancy arrangements of the
poor during the last decade have
worsened. Since the majority of the
extremely poor are tenants (52.5 per
cent), any deterioration in tenancy
arrangements would therefore
increase poverty.

Income Loss Resulting from Unequal
Access over Input Market#is many

as 28.2 per cent of the extremely poor
peasants have to buy their inputs from
the landlord. The data show that on
average the poor have to pay 11.8 per
cent more than the actual amount
which they would have to pay in case



these inputs were procured from leastgovernment), for contributing to poverty
cost sources. alleviation. The total coverage of NGOs
(v) Income Loss Resulting from Unequal currently, is relatively insignificant
Access over Output Market&n over- compared to the magnitude of the poor
whelming proportion of output sold by population. The NHDR/PIDE 2001 survey
the poor farmers in the case of rice, for example shows that of the total loans
cotton and wheat, is sold to traders andreceived by all categories of the sample
landlords who constitute an important population, the percentage of loans received
element in the local power structure in from NGOs was only 0.8 per cent in the

many areas. rural areas and 1 per cent in the urban areas.

If the income loss resulting from We have examined the issue of the
market distortions in the input and increase in coverage of NGOs and the
output markets are taken into accounteffectiveness of their impact on the poor.
together with regular monthly/annual This was done in the context of examining
bribe payments to local administration different types of NGOs, the comparative
officials, then the total income loss is effectiveness of their impact on the poor,
as much as one-third of the householdand key organizational and management
income of the poor peasant. issues involved in up scaling. We also

(vi) Poverty and lliness:Frequency of identified the elements of an enabling
illness and often its protracted nature institutional structure at the national level,
with resultant high cost of treatment, which could accelerate the growth and
is an important factor pushing marginal enhance the effectiveness of NGOs.
households into poverty and poor The NHDR Spot Survey showed that
households into deeper poverty. Onthere was considerable variation with
average 62 per cent of the poor in ourrespect to the effectiveness of targeting of
sample were ill at the time of the the poor between various NGOs. There was
survey. These findings are supportedalso considerable variation with respect to
by the National Health Survey of the impact of NGO intervention on incomes,
Pakistan data, which show that nutrition and health of the poor. This has
amongst low income persons of implications for organizational forms and
45 vyears and above, 45 per cent suffawvork procedures.
from poor health, and 80 per cent Under the devolution programme a new
suffer from poor to fair health. Our structure of local governments at the district
data also show that most of the ill level is emerging, within which elected
respondents have been suffering for arepresentatives will be expected to under-
protracted period. As many as 54 pertake (amongst other functions) poverty
cent go to private medical practitioners, alleviation at different tiers of local
49.4 per cent travel on average moregovernment (district, tehsil, union council
than six kilometers for their medical and village levels). Within this structure
consultation. The average medical costNGOs that enable the formation of
on the current illness was as much asautonomous organizations of the poor could
Rs.1,885. play an important role in creating a

(vii) Disputes and Povertyd8.7 per cent of systematic relationship between local
reported disputes occur in poor governance and poor communities. Such a
households with the average cost ofrelationship would enable the poor to
mediation being Rs.18,333 which is participate in identification and
higher than the average annualimplementation of development projects as
household income of the extremely well as decisions related with access over
poor. Yet inspite of bearing this markets and local power structures. It could
crippling burden (usually financed by also help broaden the social base of power,
borrowing money or selling livestock) authority and the allocation and use of
the percentage of successful resolutionpublic resources.
of disputes is only 38.5 per cent. If NGOs are to play this role they would

need to function at the district level rather

Chapter 4 In this chapter we have than across districts. This would be

examined the issue of NGOs emerging asnecessary if only to prevent centralized trans
an institutional basis, (alongside the district and un-elected organizations to
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Xii

impinge upon an elected decentralizedlow skill, low productivity sectors to higher
system. Equally important, the emphasisskilled and higher productivity sectors in
perhaps may need to shift from building order to achieve a faster increase in incomes
centralized NGOs in a large number of of the lower income groups. In consideration
districts with low intensity of coverage (and of these strategic parameters the proposed
high overheads) in each, towards districtfour-pronged growth strategy focuses on:
specific NGOs which achieve full coverage

of the poor population in the villages, union (1) Rehabilitation of the canal irrigation
councils and tehsils of that district. The system so as to reduce transportation

guestion therefore becomes how small losses of irrigation water and provide
NGOs operating at the village or union more water at the root zone of the crops.
council level can grow rapidly and cost This would not only generate faster
effectively to achieve full coverage of the employment but also help farmers to
poor population of that district. A related increase their yield per acre.

issue is how can organizations of the poor(2) Develop the ability to produce and
be enabled to become genuinely auto-  export milk, marine fisheries and high
nomous on the one hand and link up with value added agriculture products such
local governments on the other. We have  as fruits, vegetables and flowers.
discussed some of the organizational and Increased production and export of
management issues that would need to be these products would not only put more
addressed in this context. income into the hands of the small
agricultural producers and fishermen,
Chapter 5 In this chapter we have presented but also accelerate export growth.
an outline of an economic strategy to (3) Develop infrastructure such as dams
achieve growth with greater poverty (for both increased reservoir capacity
alleviation. It has two broad thrusts: (1) A and cheap energy production), ports,
restructured economic growth process that national highways, railways, farm to
would not only enable a faster GDP growth market roads, and cheaper coal based
but enhanced poverty alleviation for given rather than furnace oil based energy
GDP growth rates. (2) A direct attack on production. This would not only create
poverty which would empower the poor by a facilitating environment for private
enabling them to organize themselves at the  sector investment but also generate
local level, to increase their productivity, employment and stimulate aggregate
incomes, savings and investment. Thus the  demand.
poor could achieve not only a sustainable(4) Accelerate the growth of small scale
increase in their incomes but in so doing enterprises (SSEs) which generate both
also contribute to a faster and more higher output, employment and exports

equitable GDP growth rate. for given levels of investment. This
The strategy of a faster and restructured  could be done by facilitating the
growth is a four pronged one which establishment in the private sector of

addresses the main structural features of the  Industrial Support Centres (ISCs).
economy. These features have been These would constitute the institutional
identified in our analysis in chapters 1, 2 basis for providing unit specific support
and 3 as being the major factors underlying  to SSEs, to enable them to shift to
both the slow down in GDP growth during higher value added products and
the 1990s as well as its reduced ability to accelerate their growth.

alleviate poverty. Therefore the growth

strategy would aim to: (a) change the The second broad thrust of the strategy
composition of investment so as to generates a direct attack on poverty. It is proposed
faster GDP growth for given levels of to facilitate the growth of autonomous
investment. (b) Change the composition oforganizations of the poor, especially of
GDP so as to increase the employmentwomen at the local level to enable the poor
elasticity with respect to output and therebyto achieve better access over input and
enhance the employment generationoutput markets and increase their
capability of economic growth. (c) productivity and incomes on a sustainable
Accelerate the growth rate of exports andbasis. An essential aspect of the emergence
(d) Enable a shift of the labour force from of autonomous organizations of the poor,

PoverTY, GROWTH AND GGOVERNANCE



particularly of women is to enable an
institutionalized relationship of the poor
with different tiers of local government. To
the extent that this is achieved, it would not
only enhance the ability of local
governments to work for the poor but also
broaden the basis of power and decisions
related to resource allocation and resource

use.

OVERCOMING THE NATIONAL
CRISIS: KEY POLICY AIMS

Emergence of a modern, tolerant,
democratic polity as envisaged by
the Quaid-i-Azam Muhammad Ali
Jinnah. This would be the enabling
political framework for overcoming
the crisis of poverty, growth and
governance.

Re-establishing the writ of the State
to control violent extremist
tendencies. This is a necessary
condition for investment and growth.
Empowering women and removing
the bias against them in law, public
policy and social norms. This is
necessary to unleash the creative
potential of society to overcome the
national crisis.

Achieve a higher and restructured
GDP growth that can enable faster
employment and productivity growth
of the poor.

Change the structure of power at the
local level in favour of the poor. This
is necessary to reduce systematic
income losses of the poor within
distorted markets for inputs, outputs
and in institutions for health,
education, credit and dispute
resolution.

Facilitate the building of autonomous
organizations of the poor, parti-
cularly poor women and establish
institutionalized linkages with local
governments. This is necessary to

enable participation of the poor in
decisions regarding local resource
allocation, project identification and
implementation.

Provision of low cost and competent
health care (especially preventive
health care) to the poor. High
frequency of disease, and high cost
of medical treatment together
constitute a major trigger that pushes
marginal households into poverty,
and poor households into deeper
poverty.

Improved quality and coverage of
low cost health and family planning
services to women. This is necessary
to reduce fertility rates and improve
health of mothers and children. This
would help increase productivity and
incomes of mothers as well as the
children when the latter reach
adulthood.

It is important to achieve the
government’s target of stabilizing the
population to a level of 204 million
with a replacement fertility rate of
2.1 children per family by the year
2023. This is crucial for a faster
increase in per capita incomes.
Sharply increase the literacy rate and
the coverage and quality of
education. This can be an important
factor in increasing the earnings not
only of the main earner but also of
the second earner, which (our survey
shows) is crucial to pulling a
household out of poverty.

A large number of children from
poor families are working in
hazardous occupations which are
causing repeated injuries, chronic
diseases, physical and mental

deformities and in some cases death.

An administrative mechanism for
ending child labour in hazardous
industries urgently needs to be put
in place.
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Introduction

Pakistan is at a conjunctural moment in its In addressing the third question a new
history as it faces a multifaceted crisis. At perspective on the nature and dynamics of
the end of the decade of the 1990s, thepoverty has been proposed and a detailed
government faced financial bankruptcy, the analysis conducted on the basis of a new
real economy was in deep recession, therelata set. Most poverty studies in Pakistan
was an unprecedented increase in povertyhave sought to estimate the magnitude of
and the institutions of governance hadpoverty in terms of the percentage of the
eroded to a point where the structure of thepopulation below variously defined poverty
State was threatened. As a contribution tolines. However, if poverty is to be overcome
the on going effort to overcome this crisis what may now be important is to understand
of the human condition in Pakistan, Thethe processes of poverty creation and to
National Human Development Report identify the points of intervention in the
(NHDR) aims to address three questions:process through which the poor can be
(1) What is the nature of this crisis? (2) Howenabled to break out of the nexus of poverty
did it reach this point? (3) How can it be on a sustainable basis. The NHDR therefore
overcome? investigates the processes through which the
In examining the first question, we have poor lose their actual and potential income.
identified the structural features of the In this context the specific features of local
economy which have given rise to power structures, and asymmetric markets
narrowing fiscal space, slow GDP growth for inputs and outputs are investigated by
and rising poverty. means of quantitative and qualitative data.
The second question is examined byOn the basis of the analysis of the structure
analyzing in historical perspective the of the economy, the nature of governance
interplay between the deteriorating and the dynamics of poverty, policies for
institutions of governance, the forms andovercoming the crisis are identified. These
practice of power, the structure of the policies are located in a restructured
economy, and the tendency for growing economic growth process, reforms in the
poverty. institutions of governance and autonomous
organizations of the poor.



CHAPTER 1

THE MULTIFACETED CRISIS OF
ECONOMY AND SOCIETY

Photograph by Zafar Ahmed

The boatman stands to declare
That the ship is in the midst of a storm

- SHAH HUSSAIN
17th Century Punjabi Sufi Poet (Translation)



CHaPTER 1

The Multifaceted Crisis of Economy and
Society

Pakistan today stands at the cusp of historyproblem in both external debt as well aghe financial crisis is a
between a crisis of the economy and societypverall public debt. External debt,manifestation of the inter-
and the possibility of overcoming it. In this obligations increased from US$10 billion i”play between problems of
section some of the major dimensions ofJune 1980 to a peak of US$43 billion "%overnance the decay of
this crisis will be briefly examined to May 1998. Debt servicing as a percentaqnstitutions ,and the adverse
indicate some of the broad areas in whichof foreign exchange earnings rose even more '
action can be undertaken to address theharply from 18.3 per centin 1980 to 40 pe§tructure and slow growth,
problem. cent in 1999.The rapid increase in the debf! GDP
Never before in Pakistan has there beerservicing burden reflected the increasing
such a deep and protracted economicweight of higher interest and short terml he essential feature of the
recession, such a sharp increase in povertjoans in total debt, especially after theroblem in the context of
and such a critical debt-servicing burden.substantial high cost borrowing followingeconomic revival, is that the
For example: (a) GDP growth declined the 1996 foreign exchange crisis. In 1998 government has severe
from 6.1 per cent during the 1980s to 4.2 pesecond foreign exchange crisis occurredsc4| constraints to
cent during the 1990s; (b) growth of the after economic sanctions associated Witnndertaking major
large scale manufacturing sector declinedPakistan’s underground nuclear tests. At this... .. . .
from 8.2 t during the 1980s to 4.4 pestage the government found it impossible tmltlatlves for stimulating
per cent during the s to pestag g p .
cent during the 1990s; (c) the percentage oimeet its debt servicing obligations in ViEV\} € ec.onomy or directly
population below the poverty line increased of the fact that short-term debt could ng'{tacking poverty
from 18 per cent in 1987 to 34 per centlonger be rolled over, and the foreign
today; (d) debt servicing as a percentage oexchange reserve was extremely low. The
foreign exchange earnings has increasedjovernment responded by freezing the
from 18 per cent in 1980 to about 40 perforeign currency deposits held in Pakistan
cent in the year 2000. by individuals. Subsequently the govern-
Let us examine in turn the financial, ment sought help from the Paris Club to
economic and human dimensions of thereschedule debt payment. Nevertheless,
crisis in Pakistan. Pakistan’s external debt still stood at US$35
billion in the year 2000.
External debt undoubtedly is the more
I. THE FINANCIAL CRISIS pressing problem, yet the overall public debt
represents an even more serious problem
The financial crisis is a manifestation of the from a longer-term perspective. Total public
inter-play between problems of governance,debt (external plus domestic) increased from
the decay of institutions, and the adverseRs.155 billion to Rs.3,196 billion, during
structure and slow growth, of GDP. the period 1980 to 2000 (see Table 1). The
The essential feature of the problem in magnitude of this burden for the economy
the context of economic revival, is that the
government has severe fiscal constraints ta
undertaking major initiatives for stimulating Table 1 Total Debt and Debt Servicing Burden(Rs. in Billion)
the economy or directly attacking poverty.

This is illustrated by the fact that in the year Debt Payable in Rupees Mid Mid Mid Mid Mid
20002 60.3 per cent of government revenue 1980 1990 1996 1999 2000
went into debt servicing. Successive Debt Payable in Rupees 59.8 3736 903.9 1389.3 1571.6
governments had to finance an increasing Debt Payable in Foreign Exchange 95.6 4285 992 1581.9 1624.5
percentage of current expenditure with Total Public Debt 155.4 802.1 18959 2971.2 3196.1
|Oansl The key element |n the f|nanCla| Cr|s|s Public Debt Service as % of Revenue 19.6 35.7 46 61 60.3

External Debt Service as % of

therefore is the problem of debt. ) )
Foreign Exchange Earnings 18.3 23.3 31.0 40.2 39.5

As the Report of the Government’s Debt
Management Committee points out, Source A Debt Burden Reduction and Management Strategy Report, Government of Pakistan,

Pakistan has a serious debt-servicingMarch 2001 (Various Tables).




Chart 1 Debt Servicing Burden
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The debt-servicing burden
of total public debt as a
percentage of government
revenue increased from
19.6 per cent in 1980 to
60.3 per cent in 2000

is indicated by the fact that public debt as ahas had significant adverse implications for
percentage of GDP increased from 66.3 pelGDP growth and poverty. Governments in
cent in 1980 to 100.7 per cent by the yearthe past had spent an increasing proportion
2000. The debt-servicing burden of total of loans on non-development spending
public debt as a percentage of government{current expenditure), to prop up their power
revenue increased from 19.6 per cent inbase. The excess of current expenditure over
1980 to 60.3 per cent in 2000. government revenue increased dramatically
Even though these figures of public debtin the last two decades. During 1980-85 the
and debt servicing represent a crushinggovernment revenue exceeded current
burden, yet they understate governmentexpenditure by Rs.2.3 billion. By 1999-2000
liabilities. The official public debt figures current expenditure was in excess of
do not make any provision for contingent government revenue by as much as Rs.96
liabilities which might arise in the billion.
foreseeable future. These include guarantees Given the structure of governmental
to IPPs and other private and public bodies,power, successive regimes when faced with
unfunded losses of public corporations suchfiscal pressures, chose to cut down
as WAPDA, KESC and Pakistan Steel Mills, development expenditure rather than
and the losses of public sector owned bankexpenditure on government itself. In fact
on account of bad loass. current expenditure increased so sharply
The rapid build up of debt, while it may during 1980-1999 that despite of a huge
be rooted in poor governance in Pakistan,reduction in development expenditure, fiscal
deficits did not decline significantly.
Another feature of Pakistan’s fiscal crisis,

Chart 2 Total Debt Payable

that is located in the problem of governance
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The institutional failure to broaden the industry and agriculture, thereby reducing
base of direct taxes has meant that thehe employment generation capability of the
governments have been under pressure teconomy for given GDP growth rat&s.
generate more revenues from indirect taxeqiii) Declining labour productivity in both
such as regulatory duty and withholding tax.agriculture and industry leading to the
The impact of the recent sales tax andobserved decline in real wages of casual
turnover tax is also essentially indirect sinceworkers, which is the predominant form of
it is passed on to consumers. Indirect taxedired labour in Pakistaii. Over time the tax burden
impact the lower income groups more than Let us now briefly discuss the three majoE)n the poor has increased
the higher income groups. For exampleelements that underlie the slow down in d the rich h
evidence on the increase in the incidence ofGDP growth and the crisis in the reaf .on e rich has
taxation by income group over the period economy: (a) The crisis in agriculture (b)decllned
1987-88 to 1990-91 shows that the increaselhe water crisis. (¢) The crisis in industry.
in the tax burden as a percentage of income
was highest at 6.8 per cent for the lowestll.1 THe Crisis IN AGRICULTURE
income group (less than Rs.700 per month)
and lowest at minus 4.3 per cent for theThe pattern of growth in the crop sector
highest income group (over Rs.4,500 perduring the 1990s is characterized by a slow
month). Thus over time the tax burden ondown in the annual growth rate of major
the poor has increased and on the rich hasrops, a declining growth rate of factor
declined® productivity and an increased instability of

output growth. For example the average

annual growth rate of major crops declined
IIl. THE ECONOMIC CRISIS from 3.34 per cent during the 1980s to 2.38

per cent during the 1990s (see Table 2). At
Underlying the financial crisis is a the same time, the frequency of negative
deepening crisis of the real economy. Thegrowth in some of the major crops during
growth rate of GDP has declined sharply the last seventeen years has been significantly
falling from an average of 6.3 per cent in higher than in the preceding two decades. If
the 1980s to an average of 4.2 per cent inve consider wheat, which is by far the
the 1990s. At the same time, poverty haslargest crop (it accounts for over 30 per cent
increased at a pace unprecedented irof value added in major crops), we find that
Pakistan’s history. This has contributed tothe average annual growth rate has been
sharpening social polarization and steadily declining since the onset of the
increasing the stress on institutions at a timéGreen Revolution®? (See Tables 2 and 3).
when they have already been weakened by The slow down in the growth of yields
a historical process of institutional decay. per acre gives cause for concern in view of
(The interplay between the process ofthe fact that it has come at a time when the
institutional decay, and the economic andextensive margin in the crop sector has been
political processes needs to be analyzed, buteached and further growth will have to
is outside the scope of this Report). depend on increasing the efficiency of inputhe pattern of growth in

The deCIining trend in GDP grOWth has use. the crop sector during the
been accompanied by three adverse Under conditions in which higher inputgg90s is characterized by a
structural features of economic growth in use per acre is required to maintain yieldsslow down in the annual
the 1990s which may have not only subsistence farmers with few resources are | th rate of Maior crons
accentuated poverty but also increasedikely to suffer a greater than averag . J PS,
Pakistan’s financial fragility with respect to decline in yields compared to large farmerg? declining grquth rate of
the budget and balance of payments deficit:At the same time due to lack of savings t62Ct0r productivity and an
(i) Increased instability of GDP growth, fall back upon, poor farmers are relativelyncreased instability of
fuelled primarily by a much greater more vulnerable to bad harvests undevutput growth
amplitude of fluctuations in the output of conditions of unstable growth.
the crop sectot.This has not only fuelled Consequently, slower and more unstable
poverty but in a situation of slow overall growth would be accompanied by a
growth of exports, unstable growth in tendency for growing inequality in rural
agriculture exports has induced a fragility income distribution, together with increased
in the balance of payments. (ii) Declining poverty. The available evidence suggests
employment elasticities of output in both that this is indeed the case in Pakistan.
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Table 2 Average Annual Growth Rates of Major Crops*: 1980-97

Period 1980-81 to 1989-90 1990-91 to 1996-97
Average Annual Growth (%) 3.34 2.38

Note *At constant 1980-81 factor cost.
Source Federal Bureau of Statistics, Government of Pakistan.

Table 3 Wheat Average Annual Growth Rate of Output and Yield/
Acre and the Frequency of Negative Yield Increase,
1960 to 1996

(b)
Period Average Average Frequency of
Annual Growth  Annual Growth ~ Negative Yield
Rate of Output Rate of Increase
(%) Yield/Acre (Compared to
(%) Previous Year)
1960-61 to 1969-70 7.42 4.38 3
1970-71 to 1979-80 4.43 3.18 2
1980-81 to 1989-90 3.30 2.06 4
1990-91 to 1996-97 2.33 1.81 3

Source Pakistan Economic Survey 1997-98, Government of Pakistan, Finance Division, Economic
Advisor's Wing, Islamabad. (c)

While the availability of Table 7 (b) shows the Gini index (which is
irrigation water has been & measure of the degree of inequality) has
reduced, the requirement  increased from 26.85 in 1992-93 to 30.19 in
of water at the farm leve| 1998-99. At the same time, the percentage
of population below the poverty line has

increased from 17 per cent in 1986-87 to
26.3 per cent in 1996-97. (It increased

has increased due to
increased deposits of salts

on the top soil and the further to 32.2 per cent by 1998-99).
consequent need for Underlying the phenomenon of slow
leaching output growth of major crops together with

increased instability of growth are five
major institutional constraints:

(a) Reduced water availability at the farm
gate due to poor maintenance of the
irrigation system and low irrigation
efficiencies of about 37 per cent. (For
a more detailed discussion, see Section

Chart 3 Average Annual Growth Rates of Major Crops (1980-97)
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1.2 of this chapter). While the
availability of irrigation water has been
reduced, the requirement of water at
the farm level has increased due to
increased deposits of salts on the top
soil and the consequent need for
leaching. For example, according to
the government about 33 million tons
of salts are annually brought into the
Indus Basin Irrigation System, out of
which 24 million tons are being
retained®

What makes improved efficiency of
irrigation even more important is that
the extensive margin of irrigated
acreage has been reached, so that future
agricultural growth will have to rely on
improving the efficiency of water use
and other inputs. Thus the rehabilitation
of Pakistan’s irrigation system for
improving irrigation efficiency has
become a crucial policy challenge for
sustainable agriculture growth.

It is well known that high yielding
varieties of seeds gradually lose their
potency through re-use, changing micro
structure of soils, and changing ecology
of micro organisms in the top soil.
Therefore, breeding of more vigorous
seed varieties adapted to local
environmental conditions and their
diffusion amongst farmers through an
effective research and extension
programme is necessary. Yet there is
no organized seed industry in Pakistan
to meet the needs of farmers for the
supply of vigorous varieties of seeds
even in the major crops. In wheat, for
example, the average age of seeds is
11 years compared to an average of
7 years for all developing countries. It
has been shown that there was a sharp
decline in growth of total factor
productivity in Pakistan after 1975.
Pakistan’s lower factor productivity
growth compared to India, can be
attributed to the poorer level of research
and extension in Pakistan compared to
India®

A new dimension to the imperative of
improving research capability in the crop
sector is indicated by the possibility of
declining yields per acre related with
global warming. Given the sensitivity of
wheat seed to temperature increase, even
a 2-degree centigrade increase in average
summer temperatures could mean an
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century!” With a 2.8 per cent population (Rl
growth, even a decline of 5 per cent in
yield per acre associated with global B Output
warming, could mean serious food | £ goo B Yield/Acre
deficits for Pakistan. It is, therefore, E o
necessary to develop heat resistant § oty
varieties of food grains. < 6.00
The current ineffectiveness of g
agriculture research and poor diffusion| © 907 238 443
amongst farmers is a cause for concern < 4.00
This is particularly so in a situation g 3.18 3.30
where future agriculture growth and i 3.00 Ao
labour absorption will have to depend g 2.00-—| 2.06 e 181
more on input efficiency than on g
enlargement of irrigated acreage and < A=
input intensification which were the 0.00 - - = -
major sources of agriculture growth in o= e ) o5
the past. a3 S a0 1o
O O ~ o o O [e2(e)]
(e) One of the most important constraints o o~ S~ o
to sustainable growth in the crop sector
is the degradation of soils, resulting
from improper agricultural practices supplies over 90 per cent of agricultural
such as: (i) lack of crop rotation and production, while agriculture in turn fulfills
the resultant loss of humus in the top most of the country’s food requirements,
soil; (ii) stripping of top soil and contributes 26 per cent of the GDP and
resultant loss of fertility associated with employs 54 per cent of the labour force.
over grazing; (iii) water erosion along Agriculture is also a source of raw materials
hill sides and river banks due to cutting for major domestic industries particularly
down of trees and depletion of natural cotton products which account for 80 per
vegetation. According to one estimate, cent of the value of exports.
over 11 million hectares have been Even though irrigation is the life blood
affected by water erosion and 5 million of Pakistan’s agriculture and indeed its
hectares by wind erosid. economy, yet successive governments in the
past have allowed Pakistan’s irrigation and
1.2 THe WATER CRisis drainage systems to deteriorate to a critical
level.
As Sandra Postel has argtfed key lesson Poor maintenance has resulted in the

of history is that while irrigation has been a gradual deterioration in the canal irrigation
powerful tool of human advancement for system whose carrying capacity of water has
7,500 years, yet improper management ofbeen reduced due to lack of adequate de-
water resources has caused most irrigatiorsilting and crumbling of canal banks.
based civilizations, from Mohenjo-Daro to Delivery efficiency (from the canal head to
ancient Mesopotamia, to perish. As thethe root zone of crops) is how as low as 35
people of Pakistan stand at the threshold oto 40 per cen®® The annual diversion of
a new millennium, the question is: Shall our water from the rivers into the surface
fate be any different? In this section we shallirrigation system is about 93 million-acre
identify the key features of Pakistan’s water feet out of which only about 37 million-
crisis so that we may take the stepsacre feet actually reaches the root zone of
necessary to survive and prosper. crops. The remaining 56 million-acre feet is
lost to canal seepage, spillage, breaches and
[1.2.1 Irrigation and Agriculture Perhaps watercourse losses.
even more than in the period of the Mohenjo- Loss of such a large part of the surface
Daro civilization, irrigation today is vital to water not only deprives farmers of water
sustaining Pakistan’s agricultural production for crops but also contributes to water
and the economy as a whole. Irrigated landlogging and salinity.

THE MuLTIFACETED CRISIS OF ECONOMY AND SOCIETY



[1.2.2 Elements of the Water CrisisSome
of the major problems of irrigation in
Pakistan may be identified as follows:

 Water Scarcity due to Inadequate

Reservoir Capacity

Pakistan’s river flows are highly seasonal
(85 per cent of annual flows are in the ¢
summer season). Yet Pakistan does not
have adequate reservoir capacity in its
irrigation system to store waters at peak
flows. Consequently cropping intensity is
exceptionally low. (For example out of
the 16 million hectares of irrigated land
only 5.7 million hectares, 35 per cent are
double cropped).

Low Delivery Efficiency of Irrigation

Due to poor maintenance, the average
delivery efficiency is only 35 to 40 per
cent from the canal head to the root zone,
with most of the losses occurring in the ¢
watercourses. This huge loss of surface
water is a major factor in creating water
logging and salinity. A significant
proportion of the water lost through such
seepage from the irrigation system flows
into saline groundwater reservoirs
thereby making it impossible for re-use
by tubewell irrigation. Since Pakistan’s
agriculture depends almost completely on
irrigation, in the face of increasing
shortages of water in the future,
improvement in the delivery efficiency
of irrigation is crucial to sustaining
agricultural production.

Problem of Drainage, Water Logging
and Salinity

The surface drainage problem of the
Indus Plain is inherent in its flat
topography, and the associated lack of

the soil. During the 1960s a number of
Salinity Control and Reclamation
Projects (SCARPs) were undertaken.
Despite these efforts about 30 per cent of
the Gross Commanded Area (GCA) is
water logged and 14 per cent is salt
affected.

Inequitable Distribution of Irrigation
Water

Contrary to the assumption in the original
design of the irrigation delivery system,

in reality, water does not reach users at
the tail end of the system. This is to a
large extent due to reduced carrying
capacity of canals resulting from

inadequate maintenance. lllegal pumping
from canals by big landlords who are able
to bribe or pressurize the local irrigation

department into silence, adds to the
inequality of distribution.

Inadequate Operation and Maintenance
of the Irrigation System

Pakistan’s irrigation and drainage
systems have been deteriorating because
of inadequate maintenance. This is partly
due to inadequate budgetary allocations
for this purpose associated with financial
mismanagement of successive govern-
ments since the 1990s. Perhaps equally
important is the deterioration of
institutions responsible for maintenance
of the irrigation system. The gap between
operations and maintenance (O&M)
expenditure requirements and recoveries
through water charges, has now reached
57 per cent for Pakistan as a whole, and
over 80 per cent for NWFP and
Balochistan.

11.3 T HE CRISIS IN INDUSTRY

natural drainage channels and porousPakistan’s manufacturing sector has two
soils. This problem is compounded by structural weaknesses which constrain its
construction of roads, railways and flood long term growth and its capacity to

embankments without adequate provisiongenerate adequate export earnings: (1) Since
in the design to facilitate natural drainagethe last four decades the structure of the

flows.

irrigation without adequate drainage substantial

Under these circumstances manufacturing sector has failed to achieve

diversification into non-

leads to rising water tables and hencetraditional, high value added industries.
salinity and water logging. Therefore it Even in 1990-91, after three decades of

is vital for sustainable agriculture to industrial

growth, textiles and food

construct adequate drainage systems foindustries still contributed 40.4 per cent of
the removal of excess water and salt fromvalue added in the manufacturing sector,
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compared to 48.5 per cent in 1959-60. (See The adverse effect on employment of the

chapter 2, Annexure Table 3). Lack of declining growth rate of output has been

diversification is even more acute in exports.accompanied by a sharp decline in

As Annexure Table 4, chapter 2 shows,employment elasticity of manufacturing

textile and related exports constituted 50 peroutput from 0.17 in the decade of the 1980s

cent of total exports in the decade 1988-99to minus 0.10 in the 1990s. At the same

compared to 30 per cent in the earlier decadéime the efficiency of capital use in the

1960-70. Furthermore, the textile industry manufacturing sector has declined (capitat;,o ~oncentration of the
itself is concentrated in the low valug addedproductlvny declined from an index of 155'.8manufacturing sector in the
end of the product spectrum, which hasin the early 1990s to an index of 135.6 in

relatively low growth, and low export the late 1990s). This implies that for giveAOW_VaI,ue added end.of
prospects in the global market. (2) Theinvestment rates the growth rate of outpufX!le industry has given
textile industry has since the 1960s sufferedwould be lower than before. Consequently 2Kistan’s exports a

from inefficiency and a dependence onthe adverse effect on output growth of thétructural propensity for
various forms of government protection. For observed sharp decline of investment in thelow growth. It has also
example if value added in the manufacturingmanufacturing sector would be accentuategubjected exports to

sector is measured at world prices its(Investment in manufacturing industries hageclining terms of trade on
contribution to GDP is much smaller than declined from 4.7 per cent of the GDP, ifhe one hand and induced a
appears to be the case in official statisticsthe early 1990s, to 2.7 per cent of the GDFéndency for low industrial
Earlier in the 1960s, in terms of world prices in the late 19908

o . ) . age rates on the other
the textile industry was estimated to have Given the weaknesses in the structure (\)/¥ 9

negative value added, even though textilethe manufacturing sector (indicated above),
manufacturers were earning large profits inthis decline has occurred due to two sets of
rupee terms, due to various forms of factors that emerged in the 1990s:

protection and government subsidrés.
However, even in 1990-91 when some of (1)
the market distortions had already been
removed, more than 30 per cent of value
added could still be ascribed to protectién.

The concentration of the manufacturing
sector in the low value added end of textile
industry has given Pakistan’s exports a
structural propensity for slow growth. It has
also subjected exports to declining terms of
trade on the one hand and induced a
tendency for low industrial wage rates on
the other.

The fact that the problem of low real (2)
wages of industrial workers as well as
Pakistan’s chronic balance of payments
problem (hence dependence on foreign
capital) are both rooted in the structure of
industry, raises the following question: Why
has Pakistan’s manufacturing sector failed
to diversify so far, into high value added
and dynamic new industries? The answer
perhaps lies in the nature of governance in
Pakistan on the one hand and the historical
nature of Pakistan’s entrepreneurial elite on
the other. These issues are explored in the
ensuing chapter 2.

The current crisis in the large scale
manufacturing sector, lies in the sharp slow
down in growth: While historically it was
growing at 8 per cent per annum, during the
1980s, it fell to 5.5 per cent in the 1990s
and is now growing at less than 3 per cent.

A changed international environment
characterized by: (i) Reduced
availability of cheap credit to local
industrialists as concessionary foreign
capital flows began to dry up. (i) A
changed pattern of global demand for
industrial products with a shift to higher
value added, and knowledge and skill
intensive, products. Pakistan’s industrial
structure was not positioned to respond
quickly to these changed market
conditions.

An erosion of the domestic framework
within which investment and growth is
sustained. The major factors in this
regard are: (i) Sharply increased
violence with the emergence of armed
militant groups of religious extremists.
There were frequent cases of
professionals, traders and entrepreneurs
being murdered and kidnapped for
ransom during the 1990s. The resultant
sense of insecurity of life and property
was not conducive for investment.
(ii) Political instability combined with
frequent changes in the policy
environment. (iii) Exceptionally high
interest rates and shortage of credit to
entrepreneurs due to high inter-
mediation costs of banks and imprudent
lending by nationalized banks on
political grounds in the past.
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During the decade of the
1990s, there was an adverse
policy environment in

which the tariff structure

and export incentives were
distorted against
entrepreneurs who were
seeking to improve quality
and productivity for export
growth

10

(iv) Astronomical electricity tariffs, changes in the structure of GDP, to induce
partly due to high distribution losses by a sharp increase in poverty. In chapter 2 we
WAPDA (estimated at 25 per cent ) and will examine the inter play between
partly due to an ill-advised shift into economic policy, the deteriorating economic
expensive thermal electricity generation structure and the level of GDP growth and
units. (The per unit cost of thermal rising poverty. In this section of chapter 1,
power generation in Pakistan is Rs.4.75we will describe briefly the nature of the
per unit, compared to only Rs.0.75 per social crisis with respect to the provision of
unit for hydro electric power). (v) Lack basic services. For this study, the
of facilities for training skilled persons disaggregated human development indices
especially in the high skill sectors such have been developed for the first time, for
as electronics and software develop-various provinces and districts of Pakistan.
ment. (vi) An inadequate technological The provincial HDI will also be indicated
base through which industry can in this section. The state of, and trends in
respond in a flexible way to changing education, health and population, will be
patterns of demand. (vii) During the briefly analyzed with special reference to
decade of the 1990s, there was anwomen. We will then describe briefly the
adverse policy environment in which condition of women and children amongst
the tariff structure and export incentives the deprived sections of society. We will
were distorted against entrepreneursalso indicate the risk to citizens of various
who were seeking to improve quality kinds of crimes, to illustrate the multiple
and productivity for export growth. pressures faced by the underprivileged
(viii) In a number of cases low quality sections of society: The poverty pressure,
and cheap counterfeit copies of brandedthe deprivation of basic services, and the
Pakistani manufactured products havesense of insecurity combine at the level of
been imported into the country. Failure the family, to place acute emotional and
to stop this illegal dumping has also had psychological pressures on human beings.
a significant adverse effect on
Pakistan’s manufacturing industry. .1 H umAN  DEVELOPMENT  INDICES:
ProvINCES AND DISTRICTS
Slower growth in the large scale
manufacturing sector in the 1990s wasin this NHDR study for the first time in
accompanied by slow growth in an export Pakistan, human development indices have
sector where there was continuedbeen estimated for provinces and districts.
concentration in the low value added sector,The variation in HDI between provinces and
which suffers from declining terms of trade. districts are indicative of regional disparities
Consequently there has been continuedn both the level of economic growth as well
pressure on the balance of payments durin@s in terms of health, education and the
the 1990s that was a constraint to the oveiquality of life. (Only summary tables are
all GDP growth. provided in the text. For more detailed tables
and method of calculation, see Annexure ).
As table 4 shows, there is considerable
lll. THE CRISIS OF THE HUMAN variation across provinces with respect to
CONDITION literacy rates which vary from 51 per cent
in the Sindh to 36 per cent in the
In the three decades preceding the 1990sBalochistan. Similarly the primary
while Pakistan's GDP growth rate and perenrolment rate varies from 75 per cent in
capita income bore favourable comparisonthe Punjab, to 64 per cent in the Balochistan.
with low income countries as a whole, its As a consequence while the human
social indicators did not. This suggests thatdevelopment index for Pakistan, as a whole,
both the content of GDP growth as well asis 0.541 the provincial HDI varies from the
of governance were lacking in human highest in the Punjab, at 0.557, to the lowest
development. In the 1990s, the humanat 0.499 in Balochistan. Islamabad
condition in Pakistan deteriorated to an(a federally administered territory), is
alarming level as the institutional structure Pakistan’s capital city, and has a greater
of governance decayed rapidly. The GDPweight of affluent citizens in its population
growth decline combined with adverse with a far better social infrastructure than in
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Table 4 Disaggregated Human Development Index for Pakistan (Province-wise, 1998)

Name Literacy Enrolment Infant Immunization Real GDP per Educational Health Adjusted real HDI
Ratio % Ratio % Survival Ratio % capita (PPP$) Attainment Index GDP per capita
1998 1998 Ratio % 1998 1998 Index (PPP$) Index

All Pakistan 45 71 95.5 49 1715 0.537 0.82 0.272 0.541

Punjab 46 75 95.4 55 1770 0.557 0.83 0.281 0.557
Sindh 51 64 94.9 38 1804 0.553 0.78 0.287 0.540
NWFP 37 70 96.3 54 1364 0.480 0.84 0.213 0.510
Balochistan 36 64 96.4 34 1677 0.453 0.78 0.265 0.499
Islamabad 72 58 95.9 72 1743 0.673 0.89 0.277 0.612
Note:

1. GDP per capita and Infant Survival Rates for Islamabad are calculated as an average of Punjab and Pakistan.

2. Enrolment rate is for primary level only.
3. Immunization refers to fully immunized children based on record and recall having received BCG, DPT1, DPT2, DPT3, Poliol, Polio2, Polio3, and Measles

Source (i) Estimation by Wasay Majid and Akmal Hussain. (ii) For data sources see Annexure 1.

any province of Pakistan. It is not surprising in terms of the rural/urban ranking of
therefore that the human development indexprovinces while Sindh urban has the highest
of Islamabad is 0.612 which is higher than rank, Sindh rural has the lowest with an HDI
that of any of the provinces in the country. of 0.456. This suggests a larger urban rural
Provincial human development indices disparity in Sindh compared to any other
disaggregated by rural and urban areas arerovince. Punjab rural has the highest HDI
given in table 4 (a). In terms of HDI ranking (0.517) compared to the rural areas of any
the table shows that Sindh urban has theother province.
highest rank, with an HDI of 0.659 which is  Table 4 (b) presents district level HDI
higher than for Pakistan as a whole (0.541).rankings of Pakistan. Jhelum has the highest
Punjab urban comes out second in theHDI rank at 0.703 and Dera Bugti the lowest
ranking with HDI of 0.657, NWFP urban at 0.285. This table indicates the large
third with an HDI of 0.627 and Balochistan disparities in terms of human development
urban fourth at 0.591. It is interesting that between the districts of Pakistan.

Table 4 (a) Ranking of Provinces by Urban/Rural and Overall Human Development

Index

Name HDI HDI Rank
Sindh (urban) 0.659 1
Punjab (urban) 0.657 2
NWFP (urban) 0.627 3
Balochistan (urban) 0.591 4
Punjab (rural) 0.517 5
NWFP (rural) 0.489 6
Balochistan (rural) 0.486 7
Sindh (rural) 0.456 8
Punjab 0.557 1
Sindh 0.540 2
NWFP 0.510 3
Balochistan 0.499 4
Pakistan (Urban) 0.656 1
Pakistan *0.541 2
Pakistan (Rural) 0.496 3

Source (i) Estimation by Wasay Majid and Akmal Hussain.

(i) For data sources see Annexure 1.
*Note: The all Pakistan HDI differs slightly from the figure estimated by the UNDP Human Development Report
2002. This is because the district and provincial HDI estimates in the Pakistan NHDR use a proxy for life
expectancy in the health index based on immunization rates and infant survival rates (in the absence of district and
provincial level life expectancy figures). For details see Annexure 1 (b) Section V of this chapter.
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Table 4 (b) Ranking of Districts of Pakistan by the Human Development Index

District HDI HDI Rank District HDI HDI Rank District HDI HDI Rank
Jhelum 0.703 1 Mardan 0.519 32 Khairpur 0.449 63
Ziarat 0.697 2 Lasbela 0.514 33 Thatta 0.447 64
Haripur 0.629 3 Khanewal 0.513 34 Lakki Marwat 0.444 65
Sheikhupura 0.621 4 Kech 0.512 35 Swat 0.442 66
Karachi 0.618 5 Vehari 0.508 36 Larkana 0.435 67
Abbottabad 0.598 6 Attock 0.507 37 Zhob 0.432 68
Bhakkar 0.581 7 Naushahro Feroze 0.506 38 Dera Ismail Khan 0.425 69
Kasur 0.577 8 Charsadda 0.506 39 Buner 0.423 70
Rawalpindi 0.576 9 Bahawalpur 0.501 40 Barkhan 0.420 71
Khusab 0.575 10 Pakpattan 0.498 41 Shikarpur 0.417 72
Mandi Bahauddin 0.568 11 Ghotki 0.496 42 Lower Dir 0.413 73
Lahore 0.558 12 Panjgur 0.496 43 Kalat 0.412 74
Loralai 0.556 13 Multan 0.494 44 Sibi 0.411 75
Sialkot 0.555 14 Nasirabad 0.492 45 Hangu 0.400 76
Chakwal 0.545 15 Hafizabad 0.486 46 Jacobabad 0.393 77
Gujrat 0.543 16 Sukkur 0.486 47 Gwadar 0.392 78
Sahiwal 0.541 17 Karak 0.484 48 Killa Abdullah 0.387 79
Rahim Yar Khan  0.541 18 Nawab Shah 0.481 49 Tank 0.384 80
Kohat 0.537 19 Chitral 0.479 50 Awaran 0.381 81
Mianwali 0.537 20 Lodhran 0.475 51 Upper Dir 0.369 82
Dadu 0.535 21 Narowal 0.472 52 Batgram 0.363 83
Sargodha 0.535 22 Dera Ghazi Khan 0.471 53 Bolan 0.360 84
Hyderabad 0.532 23 Chagai 0.468 54 Kohlu 0.348 85
Peshawar 0.531 24 Bannu 0.465 55 Kharan 0.346 86
Gujranwala 0.529 25 Sanghar 0.461 56 Jhalmagsi 0.345 87
Nowshera 0.529 26 Malakand 0.461 57 Tharparkar 0.343 88
Jhang 0.529 27 Mansehra 0.459 58 Kohistan 0.332 89
Mastung 0.528 28 Muzaffargarh 0.459 59 Shangla 0.332 90
Okara 0.528 29 Badin 0.459 60 Dera Bugti 0.285 91
Swabi 0.523 30 Killa Saifullah 0.455 61

Mirpur Khas 0.522 31 Jaffarabad 0.454 62

Source (i) Estimation by Umar Zafar, Wasay Majid and Akmal Hussain.
(i) For data sources, see Annexure 1 (b).

Chart 5 Province-wise Share
in Top 31 Districts
in Terms of HDI

Punjab
59%

Sindh
13%

NWFP
19%

Balochistan
9%

There is also a wide variation in the Karachi HDI being highest, (0.618) and
human development indices within each Tharparkar the lowest (0.343).
province. [See table 2, in annexure 1 (a)]. Significantly the intra provincial disparity
For example in the Punjab, while Jhelum in district HDI is greater in the provinces of
has the highest HDI (0.703), MuzzafargarhNWFP and Balochistan where overall
has the lowest (0.459). The size and overalldevelopment is lower compared to the more
development of a district also affects its HDI developed provinces of Punjab and Sindh.
rank due tointra district variations in  Thus in NWFP, Haripur has the highest HDI
income and social infrastructure. Thus, for (0.629), and Shangla the lowest (0.332),
example Lahore has an HDI rank of 0.558while in Balochistan the highest ranking
compared to 0.703 for Jhelum because ofdistrict in terms of HDI is Ziarat (0.697)
the much greater inequality of incomes andcompared to the lowest ranked district of
level of social infrastructure available to the Dera Bugti (0.285). If we take the ratio of
poor and rich parts of Lahore district HDI between the highest and lowest ranked
respectively?® districts of each province as an indicator of

In the absence of intra district data, theintra provincial human development
average HDI for larger districts is pulled inequality, then the inter-district inequality
down somewhat due to the larger intraratio of Balochistan at 240 per cent is highest,
district variation in the level of human followed by NWFP, at 189 per cent, Sindh at
development, compared to small districts. 180 per cent and Punjab at 153 per cent.

Again in Sindh there is a wide variation = The inter provincial differences with
in the level of human development with respect to the human development index of
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. . . Province-wise Share in
Chart 6 Pakistan: Province-wise HDIs Middle 30 Districts in Terms of HDI
Punjab Sindh
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the districts within them, is illustrated by cent. There is clearly a concentration of hig

chart 5. It shows the province-wise share inranking districts of Pakistan in the Punja

the top, middle and bottom strata of districtsprovince (in terms of HDI). Conversely in

in Pakistan with respect to HDI. In the group the group of bottom thirty districts of

of top thirty-one districts of Pakistan in terms Pakistan (in terms of HDI) Punjab has none,

of their HDI, Punjab districts have by far the while Sindh has 19 per cent, Balochistan as
largest share at 59 per cent, with Sindh onlymuch as 47 per cent and NWFP 34 per cent.Sindh

. . S ; 19% ~~_ Punj
13 per cent, NWFP 19 per cent andIn the group of middle thirty districts (in ° "gL}{?b
Balochistan with the smallest share at 9 pderms of HDI), both Punjab and Sindh have
Chart 7 (a) Punjab: District-wise HDIs
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Chart 7 (b) Sindh: District-wise HDIs
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Chart 7 (c) NWEFP: District-wise HDIs
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Chart 7 (d) Balochistan: District-wise HDIs
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relatively high shares, 32 per cent and 29 pethat public sector expenditure on education
cent respectively, while NWFP has 21 peras a percentage of GNP is significantly
cent and Balochistan 18 per cent. below its South Asian neighbours (India and
Sri Lanka) as well as the average for low
[1.2 SociaL INDICATORS IN THE SOUTH income countries.
Asian CoNTEXT: THE LINKAGE wITH The average population growth rate at 2.5
Economic GROWTH AND PovERTY per cent (over the period 1990-99), is
substantially higher than India (1.8 per cent),
Even though the indicators for health, Sri Lanka (1.2 per cent) and even the
education and population have improved inaverage for low income developing
Pakistan, yet as table 5 shows, they are stilcountries (2 per cent).
far worse than for low income countries, in  In terms of the Human Development
general, and for some of the other Southindex (UNDP Human Development Report
Asian countries, in particular. For example 2001) also show that Pakistan lags behind
infant mortality rate in Pakistan was 91 per India and Sri Lanka. The HDI for Sri Lanka
1000 live births in 1998, compared to 68 (0.741) is substantially higher and HDI for
for low income countries, 70 for India and India only slightly higher (0.577) than that
16 for Sri Lanka. Similarly child mortality of Pakistan (0.499).
rate (under 5 years) is as high as 120 per Pakistan appears to have done badly in
1000 for Pakistan compared to 83 for India, terms of human development and reasonably
18 for Sri Lanka and 107 for low income well in terms of GDP growth rates over a
countries as a whole. In terms of percentageprotracted period (1950 to 1990). This is
of population with access over sanitation indicative of inadequacies in tlowntentof
Pakistan at 30 per cent comes out better thagrowth as much as in the conduct of
India (16 per cent), worse than Sri Lanka, governance. The capacity of economic
(52 per cent) but better than low income growth to benefit the lower income groups
countries as a whole (24 per cent). was severely constrained by a highly
The primary school enrolment rate in unequal distribution of productive assets
Pakistan (62 per cent) again is below Indiareinforced by the government's economic
(77 per cent), Sri Lanka (100 per cent) andpolicy.
the average for low income countries (76 per Regressive tax structures, subsidies,
cent). This is to some extent due to the factpolitically motivated bank credit by
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Table 5 Pakistan’s Human Development Compared with India and Sri Lanka

Pakistan India Sri Low Income
Lanka Countries
Health
Infant Mortality Rate (Per 1,000 Live Births) Year 1998 91 70 16 68
Child (Under 5) Mortality Rate (Per 1,000) Year 1998 120 83 18 107
Prevalence of Child Malnutrition (% of Children Under 5)
Years 1992-98 38 38
Male 61 62 71 59
Life Expectancy at Birth (Years) Year 1998
Female 63 64 76 61
Access to Sanitation (% of Population) Years 1990-96 30 16 52 24
Education
Net Enrolment Ratio at Primary Level (% of Relevant Age Group)
Year 1997 62* 77 100 76
Public Expenditure on Education (% of GNP) Year 1997 2.7 3.2 3.4 3.3
Population
Average Annual Population Growth Rate (%) Years 1990-99 2.5 1.8 1.2 2.0
Total Fertility Rate (Births per Woman) Year 1998 4.9 3.2 2.1 3.1
Contraceptive Prevalence Rate (% of Women Ages 15-49)
Years 1990-98 24 41 24
Human Development Index
Human Development Index, Year 2002 0.499 0.577 0.741

Source (i) World Bank, World Development Report 2000/2001: Attacking Poverty.
(New York, Oxford University Press, 2001).
(ii) UNDP Human Development Report 2002.

*For the year 1996.

Improved hygiene,
sanitation and preventive
health care can lead to
reduced frequency of
disease, reduced cost of
medical treatment and
increased productivity and

nationalized banks and implicit rents servedan important study of eighty countries that
to accentuate income inequality, distortimprovements in literacy for example have
private sector investment decisions andmade a considerable contribution to
reduce the employment generationeconomic growtt® Similarly improved
capability of GDP growth. In effect, State hygiene, sanitation and preventive health
resources were used to enrich a narrow eliteeare can lead to reduced frequency of
rather than to build the infrastructure of disease, reduced cost of medical treatment
health, education and human developmentand increased productivity and incomes of

incomes of poor households for a broad based and sustainable economipoor households. Our NHDR/PIDE 2001

growth. Such policies ended up in lowering survey shows that almost ninety working
GDP growth itself during the 1990s and days per year on average are lost due to
intensifying poverty and unemployment to illness in poor households. The high cost of
a crisis point. The relationship between medical treatment combine with lowered
government policy, the adverse structure ofearnings following illness, to intensify
GDP growth and poverty is examined in poverty (see chapter 3).
historical perspective in the next chapter 2
of this Report. [11.3 E bucaTiON

As Pakistan faces a crisis of human
development exacerbated by a protractedll.3.1 Literacy. The literacy rate for
period of slow GDP growth, it may be time Pakistan as a whole increased significantly
to recognize that initiatives in health and from 33.3 per cent in 1990 to 46.4 per cent
education can play an important role inin 1999, although it is still below even South
alleviating poverty and accelerating GDP Asian standards. According to estimates by
growth. Paul Streeten et al. have shown inthe Social Policy and Development Centre
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(SPDC) the literacy rates for both males andin view of the fact that 29 per cent of the
females respectively have increased duringchildren today will not go to school.
the 1990s, although the gender gap by 1999 herefore unless adult literacy is increased
is still quite high with the literacy rate for quickly through large-scale informal
males being 58.3 per cent and for femaleseducation programmes particularly for
33.5 per cent! women, the government’s target of 90 per

The Asian Development Bank has cent literacy will not be achieved in the next
analyzed the literacy age profile for urban half century.
and rural areas respectively by gender. It
shows that the literacy increases inverselylll.3.2 Education It may be a cause for
with age in both urban and rural areas andconcern that inspite of multi-billion dollar
the gender gap in literacy rates declines withSocial Action Programme (SAP) the gross
declining age groups. In urban areas theprimary enrolment rate during 1990s has in
female literacy rate increases with falling fact declined from 73 per cent in 1991 to 71
age groups at a much faster rate than foper cent in 1999. At the same time the net
males so that the gender disparity which isenrolment rate declined from 46 to 42 per
quite high in the 60 plus age group is almostcent for the perio@® Although the gender
eliminated in the age group 10 to 14 yearsgap in the gross enrolment rate (GER)
old. In the rural areas literacy increasesappears to have been reduced, yet this
inversely with age for both men and women.reduction in gender disparity in GER is
However, the gender gap which is the largesmainly due to declining enrolment rate for
for the age group 20 to 24, (40 percentageboys. Thus while the GER for girls has
points), declines to 33 percentage points forincreased slightly over the period 1991-99,
the age group 15 to 19 and falls further tofrom 59 to 61 per cent the GER for boys
22 percentage points for the age group 10 tdell substantially from 87 to 80 per cent.
14. Inspite of the declining gender Itis also noteworthy that the rural urban
disparities of literacy rates in the younger disparity in gross enrolment rates has
age groups it is still unacceptably high. widened during the decade of the 1990s. The

It appears that the gender gap inrural urban disparity in enrolment rates for
education exists not only because of thegirls increased slightly. (For example the
reluctance of some parents to send girls tarural urban disparity in GER for girls was
school but perhaps more important becauselO percentage points in 1991 and increased
of the non availability of appropriate school to 42 percentage points by 1999). However,
facilities for girls and women in both urban for boys the growth in rural urban disparity
and rural areas. Making educationalwas much greater with the gap being 14
facilities available to girls and women at a percentage points in 1991 and increasing to
relatively faster pace is likely to 20 percentage points by 1999 (see table 6).
significantly reduce the gender gap in It is clear from this evidence that inspite of
literacy rates® The evidence suggests that the commitment to primary education
given the small proportion of school going claimed by successive governments in the
children attending school, unless this 1990s, apart from a small increase in GER
percentage is sharply increased the overalfor girls, there has been no significant
literacy rates will not rise substantially in progress in this regard: The situation has in
the foreseeable future. Equally important,fact deteriorated as the national primary
there are 40 million adult illiterates today school enrolment rates have declined and
with the numbers likely to increase sharply urban rural disparities in GER have
widened.

In Pakistan low gross enrolment rates are

Table 6 Gross Primary Enrolment Rate—1991 and 1999 accompanied by relatively high drop out
% rates from school, thereby exacerbating the

problem of low education coverage. The
1999 percentage of children in the 10 to 18 years

Girls Overall Boys Girls  age group who drop out of school before

59 71 80 g1 completing primary education declined

slightly during the decade but is still quite

87 94 95 92  high at 15 per cent. A positive improvement

47 63 75 50 is that the gender disparity in the drop out
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rates narrowed from 5 percentage points inobtained a passing grade. In view of the fact
1991 to 1 percentage point in 1999.that only 16 per cent of the age group of
However, the urban rural gap in the drop 15-19 years reached grade 10 at school, such
out rates has widened over the decade. a low pass percentage should be a cause for
The NHDR 2001 Survey shows that one concern.
of the key factors which determines the There is an observed tendency of an
ability of a poor household to pull out of increasing percentage of students registering
poverty is whether or not 'the family has ain private schools rather than govern'meqj;”gh drop out rates occur
second earner. It may be important to noteschools. For example the share of primar
that according to our survey data, theschool enrolment in government schools fe
magnitude of the second earner's incomefrom 86 per cent in 1991 to 75 per cent i i
and therefore his/her ability to pull the 1999% This increase in the role of privatePUShed into such acute
family out of poverty, is closely co-related schools in the provision of primaryPOverty thatitis forced to
with the educational status of the secondeducation may be due as much to the highgend the children to work
earner (see chapter 3). Therefore, given thejuality of private schools as thefor a pittance rather than
actual and perceived importance of deterioration in the quality of education anadtontinue with education
education in determining the future the management of government schools.
economic status of a present low income
household, parents of even relatively low I1l.4 H EALTH
income families are keen to send their
children to school. High drop out rates occurlll.4.1 Disease, Health Care and Poverty
often because the household is facingThree factors account for 60 per cent of the
adversity and gets pushed into such acutdburden of disease in Pakistan, when
poverty that it is forced to send the children measured in terms of life years lost:
to work for a pittance rather than continue (i) Communicable infectious diseases.
with education. Given the high probability (ii) Reproductive health problems.
of illness in low income families and the (iii) Nutritional deficiencie¥.Inspite of the
high cost of medical treatment such fact that all three of the factors are
adversity often takes the form of a family preventable as well as treatable, the
member falling sick and the consequentincidence of disease and mortality remains
descent of the household into debt andhigh. This is indicative of high levels of
deepening poverty (see chapter 3). poverty (causing poor nutrition, and
Other factors inducing parents to unhygienic living conditions within the
withdraw children from school include household). Equally important is the
absence of teachers from governmentcontinued severe lack of preventive and
schools or such low standards that thecurative health infrastructure. The seriously
parents feel that the opportunity cost ofinadequate preventive measures include
sending the children to school is higher thansanitation, safe drinking water, adequate
the perceived benefits of schooling. reproductive health care facilities for women
According to PIHS 1998-99 data, there is aand food safety regulations with respect to
co-relation between household income andboth raw and cooked food available outside
school drop out rates. For example 47 perthe household.
cent of the children from the poprest q.uintile The curative heglth care.system ha$nhere is a serious problem
dropped out before completing primary expanded substantially during the Ias\y\/ith the quality of
education as compared to 23 per cent fromdecade. For example, the population Per | cation i ted t
the richest quintile. doctor has fallen from 2082 in 1990 to 152§ “Ucaton Imparte , o
Apart from the poor coverage of in the year 2000, and the population pétudents not only W'th
education there is a serious problem withnurse has fallen from 6374 to 3732 over theeSpect to the curricula but
the quality of education imparted to studentssame period. The fact that inspite of thiglso the quality of
not only with respect to the curricula but expansion the incidence of disease remainsstruction
also the quality of instruction. A study by high points to both inadequate coverage and
the World Bank on the Punjab province poor quality. According to the National
illustrates the problem of low educational Health Survey of Pakistan there is a high
attainment even within the existing low prevalence of ill health particularly amongst
standards. For example in 1999 only 41 perwomen. For example in rural areas
cent of public school students in the Punjabprevalence of fair plus poor health for
who took the matriculation examination females above 25 years is about 75 per cent,

ften because the household
facing adversity and gets
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The data from the survey
conducted for this report
(NHDR/PIDE 2001),
suggests that the high
prevalence of disease
amongst those who are
slightly above the poverty
line is a major factor in
pushing them into poverty

while for males in the same age group it isfemales 85 per 1000 live births. Health data
about 45 per cerit. The high prevalence of suggest that infants born to the least
disease is also indicated by the fact thateducated mothers have twice the risk of
visits to a health care provider per persondying within the first year after birth
aged 5 years and above, is as high as 6 parompared to more educated womnmén.
year. An increasing proportion of the health However, it is noteworthy that since the
care is now being provided by the private percentage of uneducated women is much
sector higher amongst poor households, infant
Malnutrition is a major problem in mortality rates may be correlated not simply
Pakistan and is an important underlyingwith the educational status of the mother
factor in ill health and morbidity. For but also with poverty and hence the inability
example for children, protein energy of the mother to get adequate nutrition, pre
malnutrition is an underlying cause of death natal and post natal care.
in about one-third of all deaths below The critical determinant of an infant’s
5 years of age. For women inadequate intaleurvival and subsequent health is the
of energy, protein and micronutrients, nutrition status and health care received by
compounded by high fertility and the mother. In Pakistan where 40 per cent
unhygienic living conditions associated with of the women are anemic and almost 80 per
poverty, are major factors in the high cent deliver at home without trained
prevalence of disease. For children, womenassistance, it is not surprising that both
and men, malnutrition leads to impaired infant mortality and maternal morbidity
immunity and high susceptibility to associated with pregnancy are amongst the
infection. highest in Asia. (Maternal mortality rates
The data from the survey conducted forare 300 to 400 per 100,000 live births).
this report (NHDR/PIDE 2001), suggests Although the government has not been
that the high prevalence of disease amongsable to achieve its immunization target rate
those who are slightly above the poverty of 90 per cent, there has been a significant
line is a major factor in pushing them into improvement in the immunization rate over
poverty. Those who are already poor getthe decade 1991 to 1999. The percentage of
pushed into deeper poverty as the result otchildren between 12 and 23 months who
loss of income and high medical costswere fully immunized increased from 37 per
resulting from illness. The data show that cent to 49 per cent. The immunization rates
on average 65 per cent of the extremely pooiin children improved for both genders as
were ill at the time of the survey and they well as rural and urban areas. According to
had on average suffered from their currentPIHS data there is a strong correlation
illness for ninety-five days (see chapter 3). between income levels of household and
Our survey data show that the poorimmunization rates. For example, 75 per
predominantly go to private allopathic cent of the children in the upper income
medical practitioners. Many of them are quintile were fully immunized as against
poorly trained and have grossly inadequateonly 25 per cent in the lowest income
diagnostic facilities. Consequently when the quintile.
poor fall ill they suffer for a protracted
period and get locked into a high cost sourcdll.4.3 Female Health and MortalityAnne
of medical treatment, which erodes whateverG. Tinkef® in her study on women’s health
few assets they have, and pushes them intin Pakistan points out that Pakistan together
indebtedness and deeper poverty (seavith a number of other Asian countries is
chapter 3). one of the few countries in the world where
men outnumber women (108 men for every
[11.4.2 Infant mortality rates, Immunization 100 women). She argues that this ratio is
and Poverty Infant mortality rates have mainly due to relatively high mortality rates
declined over the decade of the 1990sof young girls and women in the child-
although they are still high compared to bearing age. Also the mortality rate of
other low income countries. The infant females in the age group 1 to 4 is 66 per
mortality rate (IMR) in Pakistan declined cent higher for girls than boys, suggesting
from 122 per 1000 live births in 1991 to 89 gender discrimination at an early age.
per 1000 live births in 1999. The IMR for Similarly the mortality rate for women in
males was 93 per 1000 live births and forthe peak child bearing age group (20 to 29),
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was more than double the rate during thecensal population growth rate of 2.6 per
lowest life time risk period (ages 10 to 19), cent, as many as three million people are
which indicates poor maternal health being added to the population every year. In
services® terms of its contribution to the growth of

Inspite of a substantial increase inthe world population, Pakistan will have
immunization rate, maternal pre natal andsurpassed China and will be second only to
neonatal rates have remained relativelyindia by the year 2035.
stagnant. More than half of infant mor.talit.y Pov'erty., in soifar as it is an .underlying]—he adverse health and
and. 45 per cent of. under 5 mortality in fa}ctor in hlgh. fertility rates, contributes to & cio-economic status of
Pakistan occurs during the first month of high population growth rate. At the same
life. According to Anne G. Tinker these time, a rapidly growing population in turn” .
deaths are ‘primarily the result of poor accentuates poverty. For example, durin@f’ ma.rgma'l households
maternal health and nutrition, inadequatethe process of economic development ifith given incomes bear the
coverage of pregnant women with tetanusPakistan as the mortality rate decline occufg!rden of a larger number
toxoid immunization and complications at quicker than the fertility rate decline in pooof children
delivery'. households, income differentials between

Malnutrition which is widespread poor and non-poor households incre#se.
amongst the poor, affects adult women morePoverty, especially the adverse health and
than men. At least 40 per cent of womensocio-economic status of poor women is
and 21 per cent of men are anemic. Adultaccentuated as marginal households with
women consume less iron than men ingiven incomes bear the burden of a larger
Pakistan even though their requirement isnumber of children. The consequent
thrice as high as men. Similarly pregnantconstriction of food consumption results in
women receive only 87 per cent of the increased malnutrition, greater susceptibility
recommended calories, lactating mothersto disease, and hence reduced productivity
only 74 per cent and the protein intake forand intensified povert§. With 40 per cent
women is about 85 per cent of of children and 45 per cent of women in the
recommended leveB.Such malnutrition child-bearing age (15 to 49 years) suffering
has inter generational implications for from malnutrition, not only is the health and
health, since malnourished mothers face theproductivity of the existing population
likelihood of low birth weight babies who adversely affected, but also that of future
often grow up into children with abnormally pregnancy outcomes. As our NHDR/PIDE
low height, weight, deficient learning Survey data shows (see chapter 3), the
capabilities and susceptibility to disease.majority of poor households are suffering
(See section 111.8 on children). In casesfrom ill health, with a high cost of medical
where the babies are girls, on reaching childtreatment. lllness according to our survey
bearing age they are pre-disposed to givingdata is a major trigger point that pushes
birth to babies with poor health in the next households into deeper poverty. Thus in

oor women is accentuated

generation. Pakistan high fertility rates, high population
growth rates, ill health and poverty are
[11.5 P opuLATION linked in a vicious cycle. One of the points

at which it can be broken is through public
In this section we will briefly examine the action to rapidly reduce fertility rates.
problem of Pakistan’s high population Unless this is done urgently there will be an
growth rate anq its linkages vyith health andunmanageable incrgase in the qumber rf1 Pakistan high fertility
poverty. The issue of slowing down the young persons deprived of education, health . .
population growth rate to achieve and employment opportunities. This coulcfates’ high populatlon
demographic stability over the next half place overwhelming pressures on the socidf©Wih rates, il health and

century will be highlighted in the context of fabric and the State. poverty are linked in a
the government’s recently announced vicious cycle
Population Sector Perspective Plan. [11.5.2 Achieving Demographic Stability:

Pakistan has a relatively young population,
I11.5.1 Population Growth, Poverty and with 41 per cent being below age 15, and as
Health Pakistan’s population at the last much as 20 per cent of the population in the
(1998) census was 132.4 million which age group 15 to 24, who would soon
represents a quadrupling of the populationcontribute to population growth. This is the
since independence in 1947. With an inter-population momentum, influenced by past
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High Fertility
Rates

High Infant Mortality
and Lower age of
marriage

Deeper Poverty

owered Productivity an
higher cost of medical
treatment per household

) ) _ integrated with a reproductive health
High Population G_r(_)wth, Eoverty and lliness: programme using the infrastructure and
A Vicious Circle

outreach of both the Ministry of Health and
the Ministry of Population Welfare.

The government plans to achieve the
long-term objective of population
stabilization, by reaching a number of
medium term targets. These include an
increase in the contraceptive prevalence rate
High Population from the present 30 to 57 per cent in 2012,

Growth Rate sustaining the increase in age of marriage
of girls, fulfilling the existing high unmet
need for family planning (33 per cent), and
For given GDP increase, IowerincreaseilL increasing family planning programme

per capita income. coverage from the present 65 to 100 per
cent by 2010.

With given fiscal resources, larger

percentage of population without The government’s Population Sector
adequate health care, sanitation and Perspective Plan seeks to achieve these
primary education e
guantitative targets through a number of
programme interventions which include:
(a) Contribute to improved health, and
economic conditions of women by enabling
Poverty them to avoid ‘too many children, too
early, too late and too close togeth®r'.
(b) Involve males as partners and make

ol f family planning service at low cost and of
Hig F_requency 0 high quality, accessible to couples.
illness (c) Encourage current users to be continuous

users and reach out to younger couples with
information and choice of spacing
methods®?

Even if the ambitious population target
of a replacement fertility rate of 2.1 children

22

per family is achieved by 2023, Pakistan’s
population will continue to grow for another
fertility patterns which could generate a four decades or so, due to the population
relatively high population growth rate for a momentum. This points to the need for
number of decades. According to a mediumsystematic and energetic public action
level variant of population projection, if the combining government with NGOs to be
total fertility rate of (TFR) of 5 children per undertaken and maintained so that the aim
woman were to decline to 2.4 children per of population stabilization in the next fifty
woman, Pakistan’s population growth rate years can be achieved.

could decline to 1.4 per cent by 2023, with

the total population reaching 212 milliéh. [I1.6 T He Crisis oF PoveRTY

Such an outcome requires continued

progress in reducing fertility rates, increasesPoverty has increased sharply during the
in age of marriage for females, and broad1990s. In terms of the calorific noffrthe
based population planning and developmentpercentage of population below the poverty
efforts. The government in July 2002 line increased from 26.6 per cent in 1992-93
announced a population policy, which aimsto 32.2 per cent in 1998-99 (see table 7¢a).
at an even more ambitious target than thatSimilarly, estimates in terms of the poverty
implied in the medium variant projection. It gap (which captures the increase in poverty
aims to reach a replacement fertility level of individual poor households) and in terms
of 2.1 children per family and a total of the severity of poverty (which captures
population of 204 million by the year 2023. the shift of poor households from a
This is to be achieved through an energeticrelatively better off to a relatively worse off
and systematic family planning programme category), both indicate a worsening of the
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poverty situation during the 1990s (see Table 7 (a) Incidence of Poverty during the 1990s

table 7-a).

Not only has poverty increased but the poyerty Index 1992-93 1993-94 1996-97 1998-99
inequality in the distribution of income in HIES HIES HIES PIHS
Pakistan has also increased significantly
(table 7-b). Income inequality measured in AEEEEEI A3 2o AZE S22
terms of the Gini index for Pakistan as a Poverty Gap 45 55 45 6.9
whole has increased from 26.85 in 1992-93
to 3019 in 1998'99 (See table 7'b) In Urban Severity of poverty 1.2 1.5 1.2 2.2

areas, income inequality which was
relatively higher to start with, has increased
more sharply compared to rural areas (see

table 7-b). For example the Gini index for Table 7 (b) Income Inequality (Gini Index) during the 1990s
urban areas of Pakistan has increased fron

Source Federal Bureau of Statistics, April 2001.

31.7 in 1992-93 to 35.96 in 1998-99. In rural Region and Province 1992-93 1993-94 1996-97 1998-99
areas it has increased from 23.89 to 25.21. HIES HIES HIES PIHS

As poverty and inequality increased, pakistan 26.85 27.09 25.85 30.19
unemployment and under-employment
should also be expected to have increase Urban areas 31.70 30.70 28.77 35.96
sharply. This is due to the fact that while
GDP growth has declined during the 1990s, Rural areas 23.89 23.45 22.65 25.21

there has also been a decline in employmengource Federal Bureau of Statistics, April 2001.
elasticities, labour productivity and real

wages in both agriculture and industry (se ] ]
Table 7 in chapter 2). According to the Chart 11 Incidence of Poverty During the 1990s

government? about 0.5 million persons, 35 1T Head Count 8 %
which is 40 per cent of all new entrants to 30 || Severity of Povert A 7 3
the labour force, are added to the ranks o Poverty Gap / . a
the unemployed every year. 25 LA — ©

While an adverse change in the level and £ 20 B’/ \\B// . [5 =
structure of economic growth was a crucial| 3 0 4 %
factor in increasing poverty, equally | T 15 — %
important was the deterioration in the| £ 10 3 E
institutions of governance. Due to poor % 2 5
economic management by the government 5 - 1 §
both the level of development expenditure o . . . o =
and the efficiency of its use declin&d. 1992-93 1993-94 1996-97 1998-99

Annual development expenditure has
historically played a significant role in
building infrastructure and generating
secondary multiplier effects on GDP and that there was an inadequate coverage adP growth has declined
employment. In the period 1980 to 1999, quality with respect to services such aguring the 1990s, there has
development expenditure fell from 40 per health, sanitation, drinking water, education|so heen a decline in
cent of total government expenditure in and transport. employment elasticities,
1980-81 to 13.5 per cent in 1999-2000. The As the quality of basic health units anqabour productivity and real
adverse effects of this trend on the GDPgovernment hospitals declined, the poor - .

) ; : . “wages in both agriculture
growth was accentuated by the growingwere forced to either shift to expensive .
inefficiency of the development expenditure private medical services (thereby ge'[ting?md industry
induced by politically motivated projects locked into debt dependence) or not having
and wide spread corruptidh-These trends effective access to health services at all (see
may have been significant factors analysis of NHDR/PIDE Survey results in
underlying the phenomenon of deteriorating chapter 3). Similarly even at the end of the
infrastructure, decelerating growth in the decade of the 1990s, 37 per cent of the
GDP and accelerating poverty. population did not have access over safe

Deterioration in the institutions of drinking water and 61 per cent of the
government that were responsible for population did not have sanitation facilities.
providing public goods and services, meantWith the decline in municipal services many

Year
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same time the local markets are mediated

Chart 12 Income Inequality (Gini Coefficient) During the 1990s ) ;
by the local elites who give the poor unequal
& access over both the input and output
35 ] markets. The poor thus face a structure of
— markets, state and official institutions, which
L% discriminates against their access over
& 251 resources, public services, and the process
= B Pakistan of government decision makirf§.The
g 2097 et s evidence presented in chapter 3, provides
O B Rural Areas .
= 15 support to these propositions.
° 10 +—
1.7 W omEN, POVERTY, ACCESS AND
5 AuToNOMY
1992-93 1993-94 1096-97 | 1998-99 A national survey generating gender
disaggregated poverty data is required for
Year

a systematic gender analysis of the

The poor are not isolated
heads to be merely counted find it unsafe. Those amongst the rural poorresources and prevailing gender norms

The poor exist as living

communities who are

locked into a structure of
power which keeps them
dependent on the landlord,
the money lender and the

local state officials

24

processes of poverty, and the specific
determinants of the economic burden on
poor women. However, scattered evidence
that is available suggests that due to
of those who do get piped drinking water unequal access of women over productive

who are deprived of safe drinking water, within traditional households, women bear
and the urban poor who are unable to afforda disproportionately higher burden of
expensive bottled drinking water or poverty: Gender discrimination in access
domestic water treatment appliances, oftenover markets, institutions and resources
fall sick from water-borne diseases. (Our constrain women from overcoming
NHDR/PIDE Poor Communities Survey poverty. At the same time lack of
2001 shows that about 65 per cent of theautonomy within the household restrains
poor were sick at the time of the them from increasing and consuming
interview) 8 income from even the existing very limited
Lack of access over education is anothemarket opportunities. These issues based
important factor in accentuating poverty. on the available evidence will be briefly
The NHDR/PIDE Poor Communities Survey discussed in this sub-section.
2001 shows that a key determinant of
whether or not a household is able to pulllll.7.1 Poverty and the Double Burden on
out of poverty is the extent to which a Women Poor women in Pakistan have a
second earner can contribute to family double burden: the poverty burden and the
income. The evidence shows that the incomeburden of gender bias against them in social
earning capability of the second earner isand economic life. This gender bias is
closely co-related with her/his education. reflected in national income statistics which
We have argued in this section that thefail to adequately account for the economic
slow growth and the adverse structure ofcontribution of women. It is reflected also
the GDP, as well as weaknesses in than household income and expenditure
institutions responsible for delivering basic surveys, which fail to record gender specific
services, may have been important factorsdistribution of income and consumption
in the sharply increasing poverty, as within the household. This is so inspite of
indicated by various head count estimatesthe fact that females constitute 47 per cent
Yet the poor are not isolated heads to beof the rural population. Amongst the
merely counted. This UNHDR is different economically active persons in agricultural
from that of most earlier studies on poverty households, 42 per cent are women.
because of the following postulates: The Evidence of women’s economic activities
poor exist as living communities who are in rural areas comes from district and
locked into a structure of power which keepsprovincial village level studies. These
them dependent on the landlord, the moneystudies show that the rural Pakistani women
lender and the local state officials. At the are not only completely responsible for time
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and energy consuming household chores|ll.7.2 Gender Discrimination and Market
but are also major contributors to the rural Access Due to gender discrimination
economy in three sub sectors: cropagainst women in work roles as well as
production, livestock production and cottage social restrictions on mobility, women have
industry®® A survey conducted by the Barani a relatively poorer access over education,
Agricultural Research and Development skill training and health facilities as well as
Project in five districts of NWFP shows that over labour markets. Consequently the
82'per cent of women participate in ability of women to access prod.uctive\,\/omen from poor
agrlcu'ltur'al work. They spend 45. per cent resources, increase their income, 'mprovﬁouseholds today are
of their time on agricultural activities and their health and social status is more limite :

: Subject to not only the
are responsible for 25 per cent of thecompared to men. The lack of access over .
production of major crops and 30 per centincome earning opportunities is reinforcec?tres_S frpm economic
for food?t by lack of control over thaitilization of d€Privation but also:

In the case of livestock related work, a their earned income within the household!oneliness..., violence and
survey of Barani areas in the Punjab andFor example a recent research study showsar of violence, depression
the NWFP found that out of fourteen that while women in many poor ruraland resignation...’
livestock production operations covering a households are making a substantial
complete range of activities, women have contribution to family income (16 to 25 per
primary responsibility for at least eight and cent), theircontrol over intra household
are active in the other sPX.In some consumption decisions is relatively
activities, such as makinghee and restrictec?*
handicraft products manufactured by
women often on a piece work basis, I11.7.3 Lack of Access over Education and
including embroidery, tailoring, weaving, Skill Training This is indicated by the fact
leather work, pottery, ceramics and food that female literacy in Pakistan is over 29
processing, women have exclusive per cent compared to 55 per cent for men.
responsibility. A sample survey of Barani There are only 10 vocational colleges for
areas found that returns from the sale ofwomen, compared to 162 for men and in
animal products by women constitute on higher education institutions, women form
average 13 per cent of the total householdonly 28.9 per cent of the student body in 26
income. Similarly a household survey of public sector universities.
rural working women carried out in
forty-two villages of the Punjab showed I11.7.4 Lack of Access over Health
that 55 per cent of the total respondentsFacilities: This is indicated by the fact that
were doing cotton embroidery, 20 per cent47 per cent of girl children are fully
of women were making straw products andimmunized (compared to 52 per cent of
8 per cent were making mats and basketsboys) and over 40 per cent of the adult
It is clear therefore that women play a vital women in the country suffer from anemia.
role in the process of agriculture Moreover, households of middle and lower
production, the manufacture of off farm income groups spend considerably less on
products, performing household tasks,women than on men in the event of illness
caring for children, and cooking and and only 20 per cent of women are assisted,
carrying fuel and water. Yet compared to by a trained provider during delivery,
their male counterparts, they have anresulting in not only high infant mortality
inferior social status and a poorer accesgates but onset of chronic post natal
over services such as health, educationjnfections in the case of mothers. Finally
transport, police, and administrative andinformation and services to prevent and
judicial services. As poverty has increased,control reproductive tract infections
persistent inadequacy of basic services andincluding transmission of HIV) and to
rising violence by religious extremists have combat gender based violence are
combined to intensify the pressure onunavailable on any significant sc&fe.
women. As Khawar Mumtaz points out,
women from poor households today arelll.7.5 Gender Discrimination in Labour
subject to not only the stress from Markets Women’s participation in the
economic deprivation but also: labour market is adversely affected by the
‘loneliness..., violence and fear of prevalence of traditional gender role norms,
violence, depression and resignation®3.”. restrictions on women’s mobility and
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Table 8 Patterns of Female Work Participation by Regions

Barani Semi-

Peri- Central Southern
irrigated Urban Punjab Punjab
All Activities
Labour force participation rate 75.7 63.4 40.2 66.5 80.9
Unpaid work 61.1 41.6 13.7 29.6 16.6
Paid work 14.6 21.8 26.5 36.9 64.3
Agriculture and Livestock Activities
Agricultural production 60.4 26.7 5.9 31.5 46.5
Unpaid work on own farm 56.9 17.3 2.0 17.2 12.9
Wage workers 3.5 9.4 3.9 14.3 33.6
Livestock production 66.0 57.4 28.4 57.7 56.0
Non-earning workers 60.4 46.5 17.6 34.5 41.9
Earning income 5.6 10.9 10.8 23.2 14.1
Non-Agricultural Income Earning Activities
Work outside the home — informal 2.4 3.5 5.9 7.9 3.7
Work outside the home — formal 2.1 - - - -
Home-based income earning activities 45 9.4 15.7 7.9 38.2
(N) (288) (202) (102) (203) (241)

Source Zeba Sathar and Shahnaz Kazi, PIDE 1997.

Table 9 Women’s Earnings by Principal Activity and Days Worked

Mean Income (Rs.) Mean days worked

Agricultural labour

2015 84
Earnings for livestock production 5197 137
Non-agricultural informal sector work 4667 161
Teachers 27411 166
Home-based income earning activities 3148 109
All income earning work 3541 101

Source Zeba Sathar and Shahnaz Kazi, PIDE 1997.

26

occupational segregation. Consequentlywhile women are predominantly employed
female labour force participation rates inin agriculture and livestock, in a large
remunerative employment in Pakistan as aproportion of cases the work is unpaid. The
whole, are extremely low at 13.7 per centpercentage of unpaid farm labour for women
compared to 70.4 per cent for men. There isvaries considerably across regions. In the
also evidence (from a sample survey in ruralcase of agriculture production, the
Punjab) that of the women in farm percentage of unpaid farm work for women
households who participate in the labouris as high as 56.9 per cent in the Barani
force, as many as 63.5 per cent are engagedreas, falls sharply to 17.3 per cent in the
in unpaid work, while in landless rural semi irrigated areas, and falls further to 12.9
households, of the women participants in theper cent in the irrigated areas of Southern
labour force, 34 per cent are engaged inPunjab (see Table 8). Amongst other factors
unpaid labour. The data show that due tothere are two reasons why unpaid farm work
prevailing seclusion norms, only women for women in the Barani (rain-fed) areas is
from the poorest rural households work in so high: (i) In these areas the data show that
the public space for remuneration and evenin the sub-group of landowning households
here their returns are meager since they ar@early 84 per cent of the female respondents
relegated to low paid farm labour. were working on their family farm
compared to 23 per cent of m&nGiven

I1.7.6 Women’s Work Patterns, Unpaid the low yield per acre in Barani (rain-fed)
Work and Women'’s AutonomX¥eba Sathar areas, the men traditionally seek
and Shahnaz K&Ziin their study of ten employment in the military services and
rural regions of the Punjab have shown thattrade sector in rural areas. (i) At a more
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general level, Barf';mi agriculture with @ rapie 19 Contribution of Women's Earnings to Household Income by
wheat-pulses cropping pattern, offers fewer Total Household Income Quintiles
opportunities for wage employment

compared to the irrigated regions of central Total Household income Respondent’s earnings as %
and Southern Punjab. In the latter regions, quintiles of total household income
production of cotton and vegetables, which

. . | 24.7
are more labour intensive and where womer I 14.4
are traditionally hired for cotton picking and m 16.6
vegetable weeding, there is greater deman v 14.1
for female wage labour. \Y; 10.2

While agriculture and livestock are the
predominant source of women’s employ-

ment, home based income earning activities , .
are also important. Such activities engageI|vestock and the issue of women’sPaid employment and

15.7 per cent of women participants in the €MPloyment outside the home. The evidenagomen’s contribution to
labour force, while in Southern Punjab the Proadly shows that in intra householdamily income emerge as
figure rises to 38.2 per cefit. decisions related with children and fo04he most important

The Sathar and Kazi study points out thatPurchase, over 50 per cent of the womep, .- ic of women's

paid employment outsidg the home i; maimyrefported p:artlmp?(non.tﬂ((j)wetz;]/err?n . 'Ssll;)emra household decision
undertaken by women in such low income 9! WOMEN'S work oulside the home, only_ .= .. .
households that seclusion norms cannot b&8-5 Per cent of the women reported<!"d y

observed due to economic pressures. In th@articipation in the decision, and for other
case of women from landowning families €CONomic issues related with purchases, the

(over 12 acres) seclusion norms are adheref9ure was less than 21 per cent.
to a greater extent, and here the major It is significant that paid employment and

source of income for women is sale of Wwomen’s contribution to family income

livestock products and home based income®Merge as the most important determinants

earning activities. of vyomen's intra household decision
As table 9 shows the return to women's Making authority.

employment are so low that even though on

average they work 101 days a year their

average daily income at US$0.15 (Rs.3400 HazarDs

per year), per day is far below the . )
subsistence level. The mean earnings ard N€ area that is Pakistan today has been the
highest for teachers, and lowest for Crucible of different civilizations since the

agricultural wage workers. last 2,500 years: It has been influenced by
An important question investigated for the Europeans, West Asia, Central Asia gnd
the first time in the Sathar and Kazi study is SOUth Asia. It therefore has not only a rich
the control over the income earned bycultural heritage but also a rich genetic base
women. As table 11 shows, women engaged
in home based income earning activities are
able to keep their earnings to a greater exten
compared to female agricultural wage

Source Zeba Sathar and Shahnaz Kazi, PIDE 1997.

I11.8 C HILDREN, PovERTY AND HEALTH

Table 11 Women's Control of their Earnings by Selected Employment
and Socio-Economic Indicators

labourers. For example, in the former % Who keep all % Who have a say how
category about 73 per cent keep all their their earnings their earnings are spent
earnings, and 91 per cent have a say in hov irrespective of who
their income is spent compared to 44.4 pet keeps them

cent and 75.9 per cent respectively in the

. All 52.3 81.9
case of female agricultural wage labourers

(see table 11). Type of Income Earning Activity

In examining the issue of women’s g5 Labour 44.4 75.9
autonomy, a range of decision making areas | jvestock production 42.3 78.5
within the household were investigated. Non-agricultural work — informal 56.3 87.5
These included decisions regarding health, Non-agricultural work — formal 66.7 88.9
education, marriage of children, food Home-based income earnings activities 73.1 91.3

purchase, purchase of household goodsgyrce zeba Sathar and Shahnaz Kazi, PIDE 1997.
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Children in Pakistan from
lower income families face
a high risk of disease and
death, suffer stunting and
wasting of the body
associated with widespread
malnutrition

Children in hazardous
industries not only work
long hours and face a wide
range of diseases and
injuries, but are also
occasionally subjected to
physical beating and sexual
abuse

which imparts to every generation of are engaged in working for a living.
children an unusual intellectual and physicalAccording to the Planning Commission there
potential. Yet poverty and lack of basic were in 1991 as many as eight milltdn
services have deprived a large proportion ofworking children in the 10 to 14 years age
Pakistan’s children of the opportunities of group. A large number of these are working
opening their eyes to the world through in hazardous occupations, even though
education, or walking upon it firm of limb employment of such children is forbidden
and hopeful of heart. under the Employment of Children Act of
1991. We will discuss in this section the
[11.8.1 Children and Health Children in  hazards faced by such children.
Pakistan from lower income families face a
high risk of disease and death, sufferlll.8.2 Hazards at Work Place—Agriculture
stunting and wasting of the body associatedSince the statistics on child workers reflect
with widespread malnutrition and are mainly the numbers in wage employment,
obliged to work for a living, some times in child workers in the agricultural sector do
hazardous occupations. Here they not onlynot find an adequate place in quantitative
work long hours and face a wide range ofestimates. Yet children working alongside
diseases and injuries, but are alsotheir families in agricultural operations such
occasionally subjected to physical beatingas seed bed preparation, fodder cutting, rice
and sexual abuse. transplanting, weeding and harvesting may
Out of every 1,000 children who survive constitute the majority of working children
infancy, 123 die before the age of 5. Of in Pakistan. Such children are increasingly
those who survive, a large proportion suffer exposed without protective devices to toxic
from malnutrition which leads to impaired substances in pesticid&sThere is now
immunity and higher vulnerability to evidence that indiscriminate use of
infections. The National Health Survey of pesticides many of which are banned in the
Pakistaf®’ shows that between 30 per centadvanced industrial countries are responsible
and 40 per cent of children in Pakistan (6.2for growing health hazards in developing
to 8.3 million children) suffer from stunting countries. For example, although developing
(i.e. low height for their age). Similarly over countries account for only one sixth of the
14 per cent (2.9 million) suffer from wasting pesticides users, the rate of poisoning there
(i.e. low weight for height). As many as 44 is thirteen times as great as in some of the
per cent of rural children and 35 per cent ofdeveloped countries.
urban children are underweight (low weight  Another dimension of the hazards to
for age). All three of these measures ofwhich rural child workers are exposed,
malnutrition (stunting, wasting and arises out of the production conditions in
underweight) make the children susceptibleagriculture: The traditional ties of
to repeated infectious diseases. The evidencdependence of poor peasants on landlords
shows, for example, that about 38 per centin large parts of the Punjab and Sindh have
of the children (between 5 to 14 years ofbeen reinforced by cash indebtedness
age) in the rural areas and about 25 per cenfbllowing the ‘Green Revolutior?* Children
of the children in the urban areas (5 to 14of poor peasant families are often subjected
years of age) have ill health (poor to fair). to extra economic coercion. They are in
Thus a large proportion of children are many cases made to work without money
suffering from malnutrition and associated wages, as domestic servants in the
frequent iliness. Consequently, they have arandlord’s manor where they are frequently
impaired ability to learn and play, so crucial subjected to humiliation, beating and abuse.
to the creative experience of childhood. The
ability of children in Pakistan to acquire an 111.8.3 Hazards at Work Place—Industry
education is constrained not only by their While the problem of unemployment of
malnutrition and the resultant illness but alsoadult workers in the informal sector is
by the limited opportunities of education: growing, an increasing number of families
As many as 38 per cent of the children dounder poverty pressure are sending their
not get enrolled in primary education children to work in the urban informal
because of lack of schools and teachers. sector. The reason is that even though child
Of those children who come from poor workers are extremely poorly paid, their
families and are unable to go to school, manywages are a significant contribution to
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Table 12 Percentage of Child Workers Reporting Hazards by Type of Hazard

Hazard %
Health and Safety Hazards resulting from intrusion of workplace onto thé road 8.2
Dangerous Building Structute 111
Unsafe Electrical Fittings 3.0
Unsafe Use of Equipment 3.6
Acute Air Pollutior? 30.1
Handling Toxic Chemicals without protective devites 5.0
Using unsafe Steel Cutting Procedure 0.3
Intense Heat and Glare 7.7
Danger of Falling into furnaces which lack protective devices 1.7
Unhygienic Food at Workplace 8.1
No protection against Welding Sparks 2.6
Excessive Working Houts 9.0
Drain Water spread across Workplace Floor 2.3
Uncovered Manhole on premises, cement, dust and/or Wood Scrap at factory

floor where child workers eat food 7.3

SourceAkmal Hussain: Field Survey on Child Workers in Construction and Construction-related Industries,
September 1992.
Notes

1. Includes injuries/deaths caused to child workers by passing vehicles in cases where these workers are employed

in open air workshops which intrude onto metalled roads.

Includes weak building structure, broken stairs, weak roofs.

Includes open switches, electric wires hanging near the workers, naked wires, electric sparks.
Includes protruded cutting edges, absence of safety devices on machines.

ar0D

Includes high levels of carbon monoxide, unburnt carbon particles in the air, silica particles in the air (in tiles
factories), toxic solvent vapours from paints, dyes and thinners, sulphur compounds in varnish solvents used in
furniture manufacture, corrosive acid fumes and cyanide in the air in electroplating units, carcinogenic fumes of
vinyl chloride gas (a degraded product of PVC moulding).

. Toxic dyes, pigments, plasticizers, dryers, acids, mercaptans, acrylic and vinyl resins, used in furniture, paints

and plastic moulding units.
7. More than 10 hours of continuous work.

family income. The first survey on child easily evade the legislative protections
workers in Pakistan was a small samplegranted to working children with respect to
survey in Lahore conducted in 1985The  protection against hazardous occupations
survey showed that (on average a childand working hours. While the number of
worker was paid Rs.322 per month in 1986)children in the large-scale formal sector may
and this constituted 13 per cent of the familyhave declined, yet even here child work
income. In the case of children working in persists to a significant extent by means of
hazardous industries like for example the ‘Contract System’. Under this system
construction where the average cash wagehildren remain employees of a contractor
of child workers is higher and the total in the informal sector while actually
family income lower, the percentage

contribution of the child workers wage to

family income is 42 per cefit.

The poorer the family the greater the
marginal significance of money income, and
therefore the greater the pressure to sen
children into even hazardous industries. On
the other hand employers in the informal
sector find it profitable to hire child workers
since they can be paid a wage below the
legal minimum of Rs.2,500 per month fixed
for adults.

In the urban and semi-urban areas, mos
of the working children are employed in
small scale unregistered establishments ir
the informal sector where the employers car

[ Furnishing M Tiles [] Cement [ White Washing

Chart 13 Number of Casualties Reported During Previous Year

[ construction M Steel Window Manufacturé ]  Electrification
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working in larger industries, as a device to badly insulated electricity wires, may be
avoid the lawf’ causally linked with this fatigue factor.
A study by Nishtar Medical College, Handling toxic chemicals, intensive heat and
Multan examined twenty-six small glare and uncovered manholes in the
establishments in Lahore and showed thatvorkplace are also reported by a significant
all of them were employing one or more percentage of total respondents interviewed
children under 15 years of age. In mos(see table 12).
cases these work places posed several Annexure ll, Table 1 presents the number
hazards to the health of the child workersof casualties reported in each industry due
including respiratory diseases such asto various hazards. It is important to note
pneumonia, tuberculosis and silicosis,that casualties are mainly injuries, and
ophthalmic disorders, mental retardation,respondents reported that individual child
damage to various body organs and caffcer. workers underwent repeated injuries during
The ILO study by Akmal Hussain in a year.
1992 was the first systematic attempt at Annexure Il, Table 2 synthesizes the data
understanding the nature and the extent obn hazards and resultant casualties in each
hazards faced by child workers in the industry by constructing a standardized
construction and related industries. Theselethality Index for each category of hazards.
are perhaps not only growing more rapidly Similarly, a standardized Danger Index for
but have far greater hazards than any otheindustries has been constructed to show how
set of occupations in which children are dangerous each category of hazards is in
employed. The study is based on a fieldterms of its weight in that industry.
survey of child workers in 200 small-scale  Annexure |l, Table 4 presents the
establishments in Lahore. Since this studypercentage of child workers reporting sex
is based on a sample survey in one largeabuse in each industry and in each age
city, it cannot be used to draw group. In the case of tiles, cement,
generalizations at the national level. (A furnishing and construction, between 11 per
national level survey of children in cent to 15 per cent of the respondents (in
hazardous industries perhaps needs to bthe respective industries) report sex abuse
conducted). However, it may be illustrative by their employer. In the case of
of the conditions prevailing in some of the electrification, steel windows and white
other urban centers of Pakistdn. washing, the prevalence of sex abuse is at a
The data show that there were fourteenlower level, ranging from 2 to 4 per cent.
different kinds of hazards at the workplace Employer violence, like sex abuse, is
with air pollution being by far the hazard prevalent to a significant extent although it
most frequently reported by the respondentsvaries considerably between industries (see
(30 per cent) (see Table 12). Air pollution Annexure Il, Table 5).
includes high levels of carbon monoxide, The images of children at work under
unburnt carbon particles and silica particlesthe scorching sun on building sites or in
in the air (in tiles manufacture), toxic dark sweat shops lit up by welding sparks,
solvent vapours from paints, dyes andhave persisted for two generations. There is
thinners, sulphur compounds in varnisha danger of relegating the problem to the
solvents used in furniture manufacture, deadly realm of ‘normalcy’. Yet behind
corrosive acid fumes and cyanide in the air,these apparently unchanging images there
and carcinogenic fumes of vinyl chloride has been a rapid increase in the number of
gas. This table shows that in terms ofchild workers employed in dangerous
frequency, air pollution at workplace is occupations in the informal sector. At the
followed by dangerous building structures same time, as we have shown in this section,
at the workplace (reported by 11.1 per centa whole range of new hazards have emerged
of the respondents), and excessive workingfor child workers: toxic chemicals which
hours (9 per cent). It is noteworthy that they handle, and carcinogenic fumes which
where accidents occur they usually happerthey breathe, leading to disease and
near the end of the work day when the childdeformity of body and mind. Behind the
worker has low concentration and poor bodyfacade of normalcy, both the scale and
coordination due to acute fatigue. So theintensity of the problem of child labour have
casualties reported due to hazards such aeached alarming levels. It is time for policy
insufficient light, or proximity of worker to makers as well as the community to
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understand and act to arrest this mutilationfamily members under acute mental and
of a new generation. For specific policies to emotional strain.
address the problem, see chapter 5. It is not surprising, therefore, that for the
first time in Pakistan a new phenomenon is
being reported in the press: Poverty related
[11.9 SociaL DisTRESS suicides. While the data on suicides is
inadequate and is not systematically
As poverty levels rise, unemployment reported either by government agencies or
increases and access to basic services suddGOs, nevertheless we have been able to
as health, housing and education continuesompile from press reports, data on poverty
to remain grossly inadequate, poorrelated suicides for the year 1999. While
households face acute distress. This distresthis data cannot be taken to be representative
is intensified by a number of additional of the country as a whole, it is illustrative
factors: while malnutrition particularly of the problem and enables us to apprehend,
amongst children from poor families makes no matter how inadequately, the intense
them increasingly susceptible to infectious emotional experience of poverty on the one
diseases, at the same time unhygienichand and the poignant sense of
environmental conditions for the provision responsibility that mothers and fathers feel
of food increase the risk of dised8eret, towards their children and their relatives.
due to grossly inadequate public healthTable 13 shows that there were a total of
services, the poor are obliged to turn to652 poverty related suicides in poor
expensive private medical services. Distresshouseholds. Of these as many as 475 were
of extremely poor families associated with the result of family tensions related with
sending their children to hazardous work iseconomic pressure. One hundred and fifty-
intensified by injuries and death caused totwo suicides were the result of the mental
the children at work places (see precedingstress of unemployment and twenty-five the
Section 111.8 of this chapter). result of pressures related with ill health.
The distress of poor families resulting The gender wise description of suicides
from injury, disease and death of their suggests that women in poor households
children in hazardous work is further take the brunt of mental pressure.
intensified by a variety of crimes and human  Even this limited evidence indicates the
rights violations. Such privations are remarkable dignity of the poor, their sense
suffered by citizens, in general, and socially of family responsibility and deep humanity
vulnerable poor households, in particular. illustrated by taking sick family members to
These range from murder, rape and childeven unaffordable medical facilities, paid for
abuse to kidnapping of children for sale. with loans (see chapter 3). Violation of this
Table 14 gives province-wise figures of sense of dignity by brutal economic pressure
selected human rights violations in Pakistanand humiliating crimes against their family,
for the year 2000, based on data providedsome times drive the poor to suicide.
by the Human Rights Commission of
Pakistan. The data show that in the Punjab
province there were 2,144 crimes Chart 14 Human Rights Violations in Pakistan
perpetrated against citizens, 307 in Number of Persons Affected in 2000
the Sindh province, 88 in the NWFP
and 11 in Balochistan. These figures
may be biased downward since they
are based only on those crimes whi
are reported in various newspap
in each district. An unknown numb
of crimes do not get registered
police stations and even a larg
number do not get reported in the
press. Nevertheless these figures are 11 = 0
indicative of the vulnerability of
Cl,tlzens to violent crlmgs. All these Note: Gross under reporting is likely in isolated
distress factors combine to place areas and provinces.

O Punjab
M sindh
O NWFP

[ Balochistan
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Table 13 Number of Poverty Related Suicides by Cause, by Social Group and Gender in 1999

Middle Class Poor Class

Reported Cause Male Female Total Male Female Total All
Family tensions related with economic pressure 64 13 77 220 255 475 552
Mental stress related with
unemployment/underemployment 21 0 21 152 0 152 173
Mental stress resulting from economic pressures
associated with ill health 5 4 9 17 8 25 34

Total 90 17 107 389 263 652 759

Source Compiled from news reports in the dailgng Various issues, 1999.

Table 14 Human Rights Violations in Pakistan for the Year 2000.
Province-wise Breakdown of the Number of Persons Affected*

Province Name Murder Kidnapping Rape Burn Sexual Child Abuse, Total
Cases Harassment Selling & Violations
Kidnapping
Punjab Province 605 590 467 223 132 127 2144
Sindh Province 184 53 14 47 2 7 307
NWFP Province 71 10 2 4 0 1 88
Balochistan Province 11 0 0 0 0 0 11

Total Violations
(by type of violation) 871 653 483 274 134 135 2550

Source Human Rights Commission of Pakistan, Lahore.

*Note The data is collected by the Human Rights Commission of Pakistan’s Head Office in Lahore. The source of the data is National and local daily
newspapers. The format of the collected data is the number, nature, and place of violation/s per day. This format was converted to represent an annual figure f
each District for each nature of violation for this study. The data is for the period 01/01/2000 to 31/12/2000.

CONCLUSIONS in the real economy. Unless these structural
and institutional problems are addressed,
In this chapter we have given a brief growth is likely to remain slow and unstable,
snapshot picture of the multi faceted crisisleading to still greater poverty in the future.
of finance, economy and society. There has The impact of the crisis of poverty is
been an unprecedented increase in povertparticularly acute on the most vulnerable
and unemployment. The acuteness of thesections of society: Women and children.
economic condition of poor households, is The suffering of women is intensified as

reinforced by extremely inadequate accesghey face social discrimination, gender
over basic services such as primaryinequality in the access over basic services,

education and health, particularly for employment and income. The data we have
women. We have indicated that the problempresented in this chapter show that a
of poverty and lack of access over basicdisturbing proportion of poor children face

services is related with adverse changes irmalnutrition, and consequently increased
the structure of the economy and poorsusceptibility to disease. At the same time
economic management by successivegrowing numbers of them instead of going
governments in the past. We have alsoto school are going to work in hazardous
indicated some of the structural features inoccupations where they are subjected to
both the financial crisis as well as the crisis physical injuries and sexual abuse.
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Poor households faced with hunger,
frequent illness and seeing their children
being physically and mentally mutilated, are
confronted with the added distress of
violence, kidnapping and theft due to the

poor law and order situation. 19.

It is clear therefore that in facing this
multifaceted crisis of the human condition,
the inter-related dimensions of the economy,
institutions and governance would have to
be simultaneously addressed.
subsequent chapters we will analyze the
dynamics of the crisis in terms of these
dimensions to identify the policy actions that

can be undertaken to overcome it. 22.

23.
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CHAPTER 2

ECONOMIC POLICY, ECONOMIC
STRUCTURE AND POVERTY

Photograph by Keith Stanley

There is always another death to die
beyond the death you know

Always another door of scars
opening into another room

— RUMI
13th Century Sufi Poet
(Translation, Lawrence Harvey)



CHAPTER 2

Economic Policy, Economic Structure and
Poverty

INTRODUCTION economic policies of the Ayub regime tolhe economic strategy
indicate how an economic structure emergeghdertaken by the Ayub
In chapter 1, we identified the elements ofiin this period that was to lock Pakistan'segime, while it accelerated
the crisis of the human condition in economy into a narrow and inefficientopp growth, sharply
Pakistan. In this chapter we attempt toindustrial base, slow export growth andaccentuated inter-personal
explain this crisis through a historical increasing loan dependence in the next fOLérnd inter-regional
analysis of the impact of economic policy decades. . .
on the structure of the economy, as it Following the Korean boom in 1953, the=COnOMIc inequalities
developed a tendency for increasing povertygovernment introduced a policy framework
and loan dependence. These processefr inducing the large profits of traders in
accelerated during the 1990s and began tgute and raw cotton to flow into the
be manifested in terms of acute poverty,manufacturing sector. This was done
sharp slow down in the GDP growth, through a highly regulated policy framework
unsustainable fiscal deficits and intensefor import substitution industrialization in
pressures on governance. The analysis ithe consumer goods sector. The policy
this chapter therefore focuses on the patterrcombined tariff protection for manufacturers
of growth, fiscal deficits and poverty of consumer goods together with direct
creation in the context of the economic import controls on competing imports. It has
policy of various regimes in the period 1958 been estimated that the average rate of
to 1999. effective protection was as high as 271 per
cent in 1963-64, and fell to 125 per cent in
1968-69! This enabled the emerging

I. THE AYUB REGIME 1958-69: industrial elite to make large profits from
ECONOMIC GROWTH, the domestic market without the
INEQUALITY AND THE ROOTS competitive pressure to achieve higher
OF FINANCIAL DEPENDENCE levels of efficiency and an export

capability.

The economic strategy undertaken by the During the 1960s import substitution
Ayub regime, while it accelerated GDP industrial growth in the consumer goods
growth, sharply accentuated inter-personalsector, was more systematically encouraged
and inter-regional economic inequalities. In by the government. This was done by means
this section, we will briefly examine the of high protection rates to domestic

Chart 1 Period Averages of Exports of Various Commaodity Groups as a % of
Total Exports of Pakistan
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The government through a
range of protection
measures and concessions
in the 1960s, enabled the
emerging industrial elite to
make large rupee profits
from domestic and export
sales, without the market
pressures to diversify into
high value added industries
or to achieve international
competitiveness

The phenomenon of
negative value added in
industry was an important
reason why during the
1960s, despite import
substitution and large
export volumes, foreign
exchange shortages
persisted

manufacturers of consumer goods, cheap960s is illustrative of the nature of both
credit, and direct import controls on government and the economic elite. In the
competing imports. At the same time, therepursuit of securing its power base, the
was removal of import controls (establishedgovernment by means of subsidies,
earlier in the 1955) on industrial raw manipulation of tariffs and the exchange rate
materials and machinery. In addition to mechanism, transferred rents to the
various forms of protection, new incentives industrial elite. This reinforced the tradition
were offered for exports. These included thebound propensity of the economic elite for
Bonus Voucher Scheme, tax rebates, taxisk aversion, lack of innovative dynamism
exemptions and accelerated depreciatiorand dependence on governmental patronage.
allowances to increase post tax profits. The economic policies and processes
The Bonus Voucher Scheme enabledduring the 1960s, illustrate the sociological
exports of certain manufactured goods topropensity of the ruling elite to seek rents
receive in addition to the rupee revenue offrom government which in turn reinforced
their exports, bonus vouchers equivalent toits power through such patronage. These
a specified percentage of the foreignsociological propensities are rooted in the
exchange earned. The vouchers could beegion’s history stretching back to the
sold in the market (to potential importers) eighteenth century (see box titled:
for a price usually 150 to 180 per cent aboveGovernment Patronage and Rent Seeking
the face value. Thus, the exporter not onlyElites: A Longer Historical View). These
earned the rupee revenues from exports butendencies persisted in varying degrees for
also an additional premium through sale ofthe next four decades. Yet they were at an
the bonus vouchers. economic cost that became a growing
The Bonus Voucher Scheme essentiallyburden on an increasingly fragile economy:
constituted a mechanism for enabling It has been estimated for example that even
domestic manufacturers to earn large rupeen 1990-91 by which time the rates of
profits on exports which brought no gain to effective protection had been considerably
the economy in terms of foreign exchange.reduced, the increase in the share of
Soligo and Sterhestimated that during the manufacturing attributable to protection
1960s, Pakistan’s main industries (whenamounted to 5 per cent of GNP.
input costs and output values are both As we have seen, the government during
measured in dollar terms) were producingthe 1960s adopted a deliberate policy of
negative value added. concentrating national income in the hands
It has been argued that the phenomenorof the upper income groupsihe economic
of negative value added in industry was anbasis of this policy was the assumption that
important reason why during the 1960s,the rich save a larger proportion of their
despite import substitution and large exportincome and hence a higher national savings
volumes, foreign exchange shortagesrate could be achieved with an unequal
persisted. He suggests that this set the distribution of income (the target savings
‘mould’ for Pakistan’s narrow export base rate being 25 per cent of GDP). In practice
(concentration on low value added end ofwhile the policy of distributing incomes in
textiles) and the debt problem, that remainsfavour of the economic elite succeeded, the
till today. For example (see Chart 1), the assumption that it would raise domestic
share of the traditional textile in industry in savings over time failed to materialize.
total exports far from falling, in fact Griffin points out for example that 15 per
increased from 30 per cent in the decade otent of the resources annually generated in
the 1960s to 50 per cent in the decade of theéhe rural sector were transferred to the urban
1990s. industrialists and 63 to 85 per cent of these
In a broader perspective, it can be arguedransferred resources went into increased
that the government through a range ofurban consumptioh.Far from raising the
protection measures and concessions in thelomestic savings rate to 25 per cent, the
1960s, enabled the emerging industrial eliteactual savings rate never rose above 12 per
to make large rupee profits from domestic cent®
and export sales, without the market The failure of the economic elite to save
pressures to diversify into high value addedout of their increased income resulted
industries or to achieve international during the 1960s, in a sharp increase in the
competitiveness. Thus, the experience of theequirement of foreign aid. According to
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official figures, gross foreign aid inflows responsible for sanctioning large-scale
increased from US$373 million in 1950-55 industrial projects. Out of the twenty one
to US$2,701 million in 1965-70. The rapid directors of PICIC, seven were from the
increase in foreign aid was accompaniedforty three leading industrial families and
by a change in its composition from grantswere actively involved in the public sector
to higher interest loar'sConsequently, the financial institutions that directly affected
debt-servicing burden rose dramatically. their private economic interests.
Debt servicing as a percentage of foreigln During the process pf rapid ecqnomicburing the process of rapid
exchange earnings was 4.2 per cent ingrowth of the 1960s, while an exclusive an
1960-61 and increased to 34.5 per cent byhighly monopolistic class was amassin 960s. while an exclusive
1971-72. The magnitude of this figure did wealth, the majority of Pakistan’s populatio ] -
not fall for the next three decades and bywas suffering an absolute decline in it§md highly monopohstlc
the year 2000, it was even higher at 40 pefliving standards. For example, the per capitd@ss was amassing wealth,
cent. consumption of foodgrain of the poorest 60he majority of Pakistan’s
Given the policy of re-distributing per cent of Pakistan’s urban populatiofopulation was suffering an
incomes in favour of the rich, it is not declined from an index of 100 in 1963-64bsolute decline in its living
surprising that by the end of the 1960s ato 96.1 in 1969-70. The decline was eveBtandards
small group of families with inter-locking greater over the same period in the case of
directorates dominated industry, bankingthe poorest 60 per cent of rural population.
and insurance in Pakistan. In terms of valueln their case, per capita consumption of
added 46 per cent of the value added in thdoodgrain declined from an index of 100 in
large scale-manufacturing sector originated1963-64 to only 91 in 1969-70.There was
in firms controlled by only forty-three an even larger decline in the real wages in
families. the industry: Griffin suggests that in the
In banking, the degree of concentration decade and a half ending in 1967, real wages
was even greater than industry. For examplein the industry declined by 25 per céhAn
seven family banks constituted 91.6 per ceniLO/SAAT study has estimated that in
of private domestic deposits and 84.4 perl971-72, poverty in the rural sector was so
cent of earning assets. Furthermore, Statecute that 82 per cent of rural households
Bank compilation of balance sheets of listedcould not afford to provide even 2,100
companies indicates that the family bankscalories per day per family membér.
tended to provide loans to industrial In an economy where there were
companies controlled by the same famifies. significant differences in the infrastructure
The insurance industry, although smaller infacilities available in the different provinces,
size than banking, also had a high degree othere was a tendency for investment based
concentration of ownership. The forty-three on private profitability to be concentrated in
industrial families controlling 75.6 per cent the relatively developed regions.
of the assets of Pakistani insuranceConsequently, regional disparities would
companies tended to favour industrial tend to widen over time. This is in fact what
companies owned by the same gr8up. happened in the case of Pakistan. The
The major industrial families and Punjab and the Sindh provinces, which had
entrepreneurs were a fairly closely-knit relatively more developed infrastructure,
group. Not only did many of them have attracted a larger proportion of industrial
caste and kinship relations, but alsoinvestment than the other provinces. In
members of the families tended to sit onSindh, however, the growth in income was
each other’'s boards of directors. Formainly in Karachi and Hyderabad. Thus,
example about one-third of the seats on theeconomic disparities widened not only
boards of directors of companies controlledbetween East and West Pakistan, but also
by the forty-three families were occupied between the provinces within West Pakistan.
by members of other families within the  During the 1960s, the factor which
forty-three. accelerated the growth of regional income
Not only were the forty-three families disparities within what is Pakistan today was
dominating industry, insurance and banking,the differential impact of agricultural growth
but also had considerable power overassociated with the so-called ‘Green
government agencies sanctioning industrialRevolution’. Since the yield increase
projects. PICIC (Pakistan Industrial Credit associated with the adoption of high yield
and Investment Corporation) was the agencyarieties of foodgrain required irrigation,

%conomic growth of the
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While the landlords’
incomes increased, those of
the poor peasantry declined
relatively, as they faced a
reduction in their operated
farm area and in many
cases growing landlessness

and since the Punjab and the Sindh had #&enants became landless wage labourers. Of
relatively larger proportion of their area the total rural wage labourers in Pakistan in
under irrigation, they experienced much 1973, as many as 43 per cent had entered
faster growth in their incomes, compared tothis category as the result of
the Balochistan and the North West Frontierproletarianization of the poor peasantty.
Province!? The polarization of rural society and
In a situation where each of the provincesincreased landlessness of the poor peasantry
of Pakistan had a distinct culture andwas associated with increased peasant
language, the systematic growth of regionaldependence in the face of rural markets for
disparities created acute political tensions.agricultural inputs and outputs that were
Addressing these tensions required amediated by large landlords. In the pre
genuinely federal democratic structure with ‘Green Revolution’ period, the poor tenant
decentralization of political power at the relied on the landlord simply for these of
provincial level** Only such a polity and the land but used the government's canal
large federal expenditures for the water, his own seeds and animal manure. In
development of the under-developed regionghe post ‘Green Revolution’ period however,
could ensure the unity of the country. In the since the political and social power of the
absence of such a polity, the growing landlord remained intact, the peasant began
economic disparities between provincesto rely on the landlord for thpurchase of
created explosive political tensions. inputs (For example, HYV seeds, chemical
The failure to conduct an effective land fertilizers, pesticides, the landlord’'s tube-
reform in Pakistan has resulted in awell water, for a seasonally flexible supply
continued concentration of landownership in of irrigation, and credit). Thus in many
the hands of a few big landlords. Thus, in (though not all) cases, the dependence of
1972, 30 per cent of total farm area wasthe poor peasant intensified with the
owned by large landowners (owning 150 commercialization of agriculture in the
acres and above). The overall picture ofsense that now his veme-constitution of
Pakistan’s agrarian structure has been thathe production cycleannually depended on
these large landowners have rented out mosthe intercession of the landlord. At the same
of their land to small and medium-sized time due to the reduction in his operated
tenants (i.e., tenants operating below twenty-area following land resumption, the tenant
five acres). was obliged to complement his income by
In an earlier doctoral study it was shown working as a wage labourer part of the time
that given this agrarian structure, when theat a wage rate below the market rate in
‘Green Revolution’ technology became deference to the landlord’'s power.
available in the late 1960s the larger (Conversely, the landlord’s management of
landowners found it profitable to resume the owner cultivated section of his land was
some of their rented out land for self- facilitated through this tied source of labour
cultivation on large farms using hired labour supply). These phenomena persist till today.
and capital investment. Consequently there(They were first analyzed by Akmal Hussain
was a growing economic polarization of in a doctoral study 198%, and current
rural society:®> While the landlords’ incomes empirical evidence is provided in chapter 3,
increased, those of the poor peasantrySection-1V). Finally, the peasant's income
declined relatively, as they faced a reductionwas further constricted as he was obliged to
in their operated farm area and in manysell a large part of his output at harvest time
cases growing landlessné&d-or example when prices were low (in order to pay back
in the case of farms in the size class 150oans for input purchase). Near the end of
acres and above, the increase in the farmhe year, when he ran out of grain, he had to
area during the period 1960 to 1978,purchase his remaining consumption
constituted half their total farm area in 1978. requirements at high prices from the marRet.
In terms of the source of increase, 65 per Thus the ‘commercialization of
cent of the increase in area of large farmsagriculture’ in a situation where landlords
came through resumption of formerly rentedand the local power structure controlled
out land. That this resumption was markets for inputs and outputs, brought new
accompanied by growing landlessness of thenechanisms for the reproduction of rural
poor peasantry is indicated by the fact thatpoverty, although overall agricultural
in the period 1960 to 1973 about 0.8 million growth accelerated. As we will see, the high
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rate of agricultural growth of the Ayub finished goods were reduced and anti-
period could not be sustained in subsequenmonopoly measures along with price
years. Yet, the mechanisms of reproducingcontrols were instituted. It is not surprising
rural poverty that had emerged in this that domestic manufacturers who had been
period, persisted over the next four decadesbred on government support, responded by
They are analyzed with supportive field further reducing investment.
survey data in chapter 3. It may be pertinent to point out here that
the decline irt1 priva;etﬁecg)é?aﬂugactlurinq—he rapid increase in the
as a percentage of the , had alrea -
. THE BHUTTO REGIME 1973-77: begun eight years before the Bhutto periog?rze of the pUbIIC sector
INVESTMENT, GROWTH AND after the 1965 wa Therefore, while the >¢'Ved 10 widen the
THE BUDGET DEFICIT nationalization and subsequent economi{€SCUICe base of the regime
measures cannot be said to hamesedthe Or the practice of the
One of the most important initiatives of the decline in private investment, they certainlyraditional form of power
Bhutto regime was the nationalization in intensified it. through state patronage
1972 of forty-three large industrial units in ~ The decline in private sector investment
the capital and intermediate goods sectordn the post 1965 period as a whole, (as
such as cement, fertilizers, oil refining, opposed to its sharp deceleration during the
engineering and chemicals. Just three yeargationalization phase), can be attribiited
later the government nationalized theto three underlying factors: (i) foreign
cooking oil industry and then flour milling, capital inflows fell sharply after the 1965
cotton ginning and rice husking mills. war, (ii) the manufacturing sector in a
While the first set of nationalizations situation of declining domestic demand was
impacted the ‘monopoly capitalists’, the unable to meet the challenge of exports due
second set of nationalizations in 1976 byto high production costs in traditional
contrast hit the medium and small sizedindustries, and (iii) entrepreneurs did not
entrepreneurs. Therefore, nationalization indiversify into non traditional industries
the Bhutto regime cannot be seen in termsvhere there was considerable growth
of state intervention for greater equity. potential. Thus, the declining trend in
Rather the rapid increase in the size of theprivate sector manufacturing investment in
public sector served to widen the resourcethe post-1965 period, a trend that persisted
base of the regime for the practice of theright into the 1990s, can be said to be
traditional form of power through state rooted in certain sociological features that
patronagé’ characterized most of Pakistan’s
Let us now briefly indicate the entrepreneurial elite: (a) its reliance on
implications of the economic measures inforeign savings rather than its own thrift,
this period on investment, growth and the (b) its dependence on state patronage and
budget deficit. Private investment as asubsidies of various kinds, and (c) its
percentage of GDP in the Bhutto period tradition bound nature, risk avoidance and
(1973/74 to 1977/78) declined sharply to 4.8in many cases lack of innovativeness for
per cent compared to 8.2 per cent in thebreaking new ground.
preceding period 1960/61 to 1972/73 (see
Table 1). The nationalization of heavy
industries shook the confidence of the
private sector and was a factor in the
declining investment. The trend may have

Table 1 Period Averages of Gross Investment* as a % of GDP

b Average During GFCF (Total) as GFCF (Private) as GFCF (Public) as
been reinforced by a second set of measure % of GDP % of GDP % of GDP
during the Bhutto regime. These included a (Current Prices) (Current Prices) (Current Prices)

devaluation of the exchange rate which
placed large and small scale industry at pai
with respect to the rupee cost of imported

1960-1973 15.28 8.21 7.26
1973-1978 15.50 4.79 10.71

. - R ; . 1978-1988 16.77 7.10 9.66
inputs (i.e., the indirect subsidy provided t0 | gga 1993 17.95 922 8.73
large scale manufacturing industry through ;993.1998 16.31 9132 736
an overvalued exchange rate, was 1998-2000 13.26 8.10 5.31

withdrawn). At the same time, direct - - ) — )
bsidies to manufacturin were Source Economic Survey, Government of Pakistan (GOP), Economic Advisor’'s Wing, Finance
subs 9 Division, Various Issues.

significantly cut down, import duties on Note *GFCF is Gross Fixed Capital Formation.
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We find that unlike manufacturing Let us now briefly discuss the
investment, the decline in thetal private  implications of economic measures of the
sector investment as a percentage of the.A. Bhutto regime for the budget.

GDP was more than compensated by an The problem of the government's
increase in the total public sector dependence on financial borrowing as we
investment. Thus the overall investment/have indicated, started in the Ayub period,
GDP ratio during the Bhutto period reachedwhen the obligation of maintaining a large
15.5 per cent, which was slightly higher military and bureaucratic apparatus
han in the preceding period (see Table 1).combined with the imperatives of providing
administration, the budget . et, despite an increase in the totalhuge subsidies t'o both .agriculture and
. ’ investment/GDP ratio, the growth rate of industry: For agriculture in the form of
was additionally burdened  Gpp geclined compared to the precedingsubsidized inputs (water, fertilizer,
by the .Iosses.of the public " period (as Table 2 shows, GDP growth pesticides) as part of the elite farmer
sector industries during the Bhutto period was about 5 perstrategy; for industry in terms of explicit
cent compared to 6.3 per cent in the earlierand implicit subsidies such as an over-
1960-73 period). This is indicative of a valued exchange rate, subsidized credit and
decline in the productivity of investment tax incentives to an industrial sector that was
(i.e., an increase in the incremental capitalinefficient and lacked export compe-
output ratio). The question is what causedtitiveness.
the decline in the capacity of investmentto In the Z.A. Bhutto period, budget
generate growth? The answer lies in thedeficits widened further as expenditures on
fact that not only was most of the defence and administration increased
investment in the period emanating from sharply. Higher defence expenditures were
the public sector, but that a large proportionpart of Bhutto's policy of refurbishing the
of this investment was going into defence establishment in the hope of
unproductive spheres: Defence and publicwinning it over after his hand picked
administration were the fastest growing appointment of General Ziaul Haqg as the
sectors of the economy (11.4 per cent)Army Chief. Large expenditures on
while the commodity producing sector was government administration arose mainly
growing at only 2.21 per cent during the out of Bhutto’'s decision to build new para
period. Even in the productive sector, the military institutions such as the Federal
lion's share of the public investment went Security Force which he expected to be
into the Steel Mill project beginning in personally loyal to hini* He also enlarged
1973. The project using an obsolete Sovietand re-structured the bureaucracy through
design, involved a technology that was boththe policy of ‘lateral entry’ which enabled
capital intensive and inefficient. loyalists outside the civil services cadre to
Consequently, the tendency of decliningbe appointed at the upper and middle
productivity of investment was echelons. Bhutto's attempt to build a
exacerbated. demesne of patronage within the state
Even in the existing manufacturing apparatus had huge financial consequences.
industries in the public sector while some For example, defence expenditure as a
industries showed good profits to start with, percentage of GDP increased from 2.7 per
there was a sharp decline in the rates ofcent in 1965 to 6.7 per cent in 1974-75.
return on investment, due to a combinationSimilarly general administration as a
of poor management of existing units andpercentage of GDP increased from 1.1 per
improper location of new units on political cent in 1964-65 to as much as 1.8 per cent
grounds?® Thus, the lowering of GDP in 1974-752%®
growth despite an increase in investment in  Apart from the increased expenditures on
the Bhutto period occurred because of twodefence and administration, the budget was
sets of factors: (a) concentration of public additionally burdened by the losses of the
sector investment in the unproductive public sector industries. The deficits in these
sectors of defence and administration, andndustries were generated by their poor
(b) economically inefficient investment performance on the one hand and the pricing
decisions in the public sector industries policy on the other. Nationalized units under
based on political considerations, with official pressure to suppress price increases
respect to technology choice, geographicdespite rising costs, were recovering not
location, and production management. much more than their operating costs.

Apart from the increased
expenditures on defence an
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Consequently, internally generated fundspressures on the Zia regime but for two
could finance only 7 per cefitof the factors: (a) the generous financial support
investment undertaken, thereby necessitatingeceived from the West, and (b) the
heavy borrowing from the government. acceleration in the inflow of remittances
As government expenditures increased,from the Middle East which increased from
the ability to finance them from tax revenue US$0.5 billion in 1978 to US$3.2 billion in
was constrained by two factors: (a) The slow1984. These remittances not only eased
down in the GDP growth, and (b) the balance of payments pressures, but also
government’s inability to improve the potential political pressures, directly
coverage of direct taxation. Consequently,benefiting about 10 million people,
the deficit increased rapidly. The predominantly in the lower middle class and
government attempted to control the risingworking class strat#.
budget deficit by reducing subsidies on As it was, the easing of budgetary
consumption goods and increasing indirectpressures together with good harvests and
taxation. However, even these measureghe construction and consumption booms
failed to reduce the budget deficit in the associated with Middle East remittances,
face of rising current expenditures. So helped stimulate economic growth. As table
monetary expansion was resorted to,2 shows, GDP growth increased from about
resulting in accelerated inflation. 5 per cent during the Z.A. Bhutto period,
The financial constraint following the i.e. (1973-77) to 6.6 per cent during the Zia
large non development expenditures,period (1978-88). The data show that this
severely restricted the funds available foracceleration in the GDP growth was induced
development, and hence enfeebled the twdo some extent by increased investment: The
initiatives that were designed to benefit the gross fixed capital formation as a percentage
poor: the National Development Volunteer of the GDP increased from 15.5 per cent in
Programme (NDVP) and the Peoples Workthe Bhutto period to 16.8 per cent in the Zia
Programme. The former aimed at providing period (Table 1).
employment to the educated unemployed There was a strategic shift from the
and the latter to generate employment for‘socialist’ policies of nationalization, and
the rural poor through labour intensive the large public sector in the Bhutto period,
projects. Both programmes were to denationalization and a greater role
marginalized due to budgetary constraiits. assigned to the private sector in the growth
process. In this context the Zia regime
offered a number of incentives to the
. THE ZIA REGIME 1977-89: private sector such as low interest credit,
ECONOMIC GROWTH AND THE duty free imports of selected capital goods,
PRELUDE TO RECESSION tax holidays and accelerated depreciation
allowances. These inducements combined
The rapidly growing debt servicing burden with high aggregate demand associated
together with a slow down of GDP growth with consumption expenditures from
and government revenues that had occurredliddle East remittances, and increased
at the end of the Bhutto period would haveinvestment in housing, created a favourable
placed crippling fiscal and political climate for new investment. Private sector

Table 2 Period Averages of the Percentage Share of Selected Macro-Economic Indicators in the GDP of Pakistan

Average During Real GDP Domestic Average Exports Trade Workers Debt
Growth % Savings as Export as % of Balance as Remittances Servicing as
(Market Prices) % of GDP Growth % GDP % of GDP as % of GDP % of GDP
1960-1973 6.26 12.99 16.19 4.57 -5.11 — 1.28
1973-1978 4.99 7.29 10.31 8.79 -7.27 — 2.04
1978-1988 6.6 8.15 14.33 9.59 —8.66 7.71 2.44
1988-1993 4.92 12.99 9.19 13.01 -5.00 4.54 3.02
1993-1998 3.14 14.98 5.15 13.50 -3.99 2.55 3.48
1998-2000 4.17 — 0.16 13.69 -2.33 1.71 2.55

Source Economic Survey, Government of Pakistan (GOP), Economic Advisor’'s Wing, Finance Division, Various Issues.
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gross fixed investment increased from 7.1  Although the GDP growth rate during the
per cent of the GDP in the Bhutto period Zia period did increase, yet this higher
to 9.2 per cent in the Zia regime (seegrowth rate could not be expected to be
Table 1). The public sector gross fixed maintained because of continued poor
capital formation as a percentage of theperformance of three strategic factors that
GDP however declined slightly from 10.7 sustain growth over time: (i) The domestic
per cent in the preceding period to 9.7 persavings rate continued to remain below 10
When the cushion of foreign cent in the Zia period. The data on theper cent compared to a required rate of over
manufacturing sector is also consistent with20 per cent. (ii) Exports as a percentage of
these findings and show a substantialGDP continued to remain below 10 per cent
acceleration in the growth of overall and did not register any substantial increase
manufacturing from 5.5 per cent in the (see Table 2). (iii) Inadequate investment in

loans and debt relief was
withdrawn at the end of the
Afghan War, the underlying

structural constraints to 1970s to 8.21 per cent in the 1980s (seesocial and economic infrastructure. As
GDP growth began to Annexure Table 1). In terms of the defence and debt-servicing expenditure
manifest themselves composition of investment in the large increased, the Annual Development

scale manufacturing sector as table 3Programme (ADP) through which much of

shows, there appears to be a significanthe infrastructure projects were funded,
acceleration in the investment in the began to get constricted. As table 4 shows,
intermediate and capital growth sectors,ADP expenditure as a percentage of GDP
whose percentage share in the totalfell from an average of 7.4 per cent in the
manufacturing increased from about 43 perZ.A. Bhutto period, to 6.2 per cent in the

cent at the end of the Bhutto period to Zia period.

about 50 per cent in the mid-1980s. (The It is not surprising that when the cushion

share fell again in the late 1980s andof foreign loans and debt relief was

1990s). This is consistent with the boom in withdrawn at the end of the Afghan War,

the construction sector and the secondarythe underlying structural constraints to GDP
multiplier effects in the intermediate and growth began to manifest themselves: Debt-
capital goods sectors. servicing pressures resulting from the low

Table 3 Total Investments in Various Industries as a Percentage of Total Investment in All Industries in the Large
Scale Manufacturing Sector of Pakistan*

Years Investment in All Investment in Investment in Textile Investment in all
Consumer Goods Intermediate & & Related Goods other Industries
Capital Goods
1964-65 22.7 25.2 41.1 11.1
1966-67 28.7 30.8 37.3 3.1
1970-71 31.8 27.3 38.0 2.9
1976-77 31.2 22.1 17.9 28.8
1977-78 23.6 43.2 23.7 9.6
1982-83 18.0 49.7 21.5 10.7
1983-84 24.5 57.2 17.9 0.3
1987-88 29.4 21.8 37.4 11.4
1990-91 28.7 24.6 44.4 2.2

Source Census of Manufacturing Industries, FBS, Statistics Division, GOP. Various Issues.

Notes:

1. The CMI data represents only the large scale manufacturing sector in the economy.

2. The compilation of CMI data is conducted through mail enquiry supplemented by field visits. The questionnaires are issued to the factories as per list of
manufacturing establishments maintained on the basis of monthly statements of registrations and cancellations received from the provincial Chief
Inspectors of Factories, Directorates of Labour Welfare of the Provinces.

3. Large scale manufacturing industries are those which employ twenty workers or more on any one given day of the year for manufacturing activity.

4. Investments here refer to all fixed assets consisting of land and building, plant and machinery and other fixed assets which are expected to have a
productive life of more than one year and are in use by the establishment for the manufacturing activity.

5. Investments for a year include additions made during the year minus any sales of fixed assets during that year. These consist of, both Pakistan made an
imports, and assets made for own use.

* Data refers to the figures obtained from the industries/establishments included in the census and does not represent the figures as a whole for the econom
of Pakistan.
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savings rates, high borrowings and balance 16 4 ADP as a Percentage of GDP (Period Averages)
of payments deficits related with low export

growth and poor infrastructure, combined t0 average During
pull down the GDP growth into a protracted

ADP as a % of GDP

: P 1972/73 to 1976/77 7.4
economic recession in the 1990s. 1977/78 to 1986/87 6.24
1987/88 to 1996/97 4.26
1997/98 to 1999/2000 3.5
IV. THE DEEPENING CRISIS 1989-99:
ECONOMIC GROWTH. EMPLOY- Source Economic Survey, GOP, Economic Advisor’'s Wing, Finance Division, Various Issues.
MENT AND POVERTY IN THE
DECADE OF THE 1990s the public sector investment declined

sharply from 8.7 per cent at the end of the
During the decade of the 1990s, political 1980s to 5.3 per cent at the end of the
instability, the use of public office for 1990s. The decline in the public sector
private gain and the worseningw and investment was to an extent due to
order situation perhaps had a significant ‘budgetary constraints’: successive
adverse effect on private investment andgovernments being unable to reduce their
GDP growth. Yet these factors merely unproductive expenditures chose instead to
accentuated the tendency for decliningreduce development expenditure which fell
growth that was rooted in structural factors, from an average of 7.4 per cent of GDP in
which were manifest even in the 1980s.the Z.A. Bhutto period (1973-77) to only
The failure of successive governments in3.5 per cent of GDP in the last Nawaz
this period to address the deterioratingSharif regime, 1997-98 to 1999-2000 (see
infrastructure and the emerging financial Table 4). By contrast, chart 3 shows that
crisis further exacerbated the unfavourableunproductive expenditure on government
environment for investment. As table 1 remained at a high level.
shows, total investment (as a percentage of The sharp decline in the investment and
GDP) declined from 17.9 per cent in the the GDP growth for such a protracted period
period 1988-93 to 16.3 per cent in thein the 1990s though unprecedented in
period 1993-1998. The decline in the Pakistan’s history, had nevertheless been
overall investment was due to the fact thatpredicted. A study in 1987 argued that the
while the private sector investment did not high growth experience of the preceding
increase (it remained around 9 per cent)three decades may not be sustainable in the

Chart 2 Development Expentiture (ADP) as a Percentage of GDP in Various Periods
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next decade due to structural constraints0.17 in the 1980s to minus 0.10 in the 1990s,
rooted in the deteriorating infrastructure, while in agriculture it declined only slightly.
low savings rates and slow export growth: However, employment elasticities in
‘...if present trends continue, we may be construction and trade increased
faced with the stark possibility that high substantially over the two decades (see
GDP growth may not be sustainable overTable 6). This evidence of declining
the nextfive years..” (Emphasis addedy. employment elasticities in agriculture and
While GDP growth declined during the manufacturing when combined with the
1990s (from 6.3 per cent in the 1980s to 4.2evidence of declining output growth in these
per cent in the 1990s), employment growthtwo sectors, suggests a crisis of employment
has continued to remain at a low level of and poverty emerging during the 1990s.
2.4 per cent since the 1980s. This indicate®Our NHDR/PIDE 2001 survey shows that
that the employment problem persistedsupplementary income contributed through
during the 1990s. At the same time thewage employment of a second member of
growth of labour productivity declined (see low income agricultural households was
Table 5), which would be expected to pushcritical in pulling the household just above
real wages downwards. The availablethe poverty line (see chapter 3). The fact
evidence shows that this is indeed whatthat there were slower economic growth
happened in the 1990s: An ILO study rates, declining employment elasticities and
suggests that real wages of casual hiredalling real wages in both agriculture and
labour (which is the predominant form of industry during the 1990s, had an important
hired labour in Pakistan) declined in both implication for the mechanism of poverty
agriculture and industry, during the 1990s. creation: It meant that increasingly, the
An examination of the evidence on second family members of households on
employment elasticities in various sectorsthe margin of poverty could not get adequate
shows that the employment elasticity in the wage employment. This could have been a
manufacturing sector declined sharply from significant factor in pushing increasing
numbers of households into poverty.

Table 5 Growth of GDP, Employment and Productivity in Two A second important dimension of the
Decades dynamics of poverty creation in this period
% was located in the increased fluctuations in
agricultural output which was pointed out
Growth 1980s 1990s in the study by Akmal Hussafi.The study
1 GDP Growth 63 4.2 ?ndicates that. qnder condit'ions of declining
input productivity, when higher input/acre
2. Employment Growth (Total) 2.4 2.4 is required to maintain yields, the
(i) Agriculture 1.9 1.6 subsistence farmers with fewer resources are
(i) Manufacturing 1.4 -0.4 likely to suffer a greater than average
decline in yields compared to large farmers.
3. Productivity Growth (Total) 3.9 18 At the same time, due to lack of savings to
(i) Agriculture 2 17 fall back on, they are relatively more
(i) Manufacturing 7 4.6

vulnerable to bad harvests under conditions

Source Nomaan MajidPakistan: An Employment StratedyO/SAAT, December 1997 (Mimeo),  of unstable growtf® Consequently, slower

Table A5, p. 58.

and more unstable growth during the 1990s
could be expected to be accompanied by

Table 6 Employment Elasticities of Output by Sectors in Two Decades ~9rowing poverty and inequality. As table 7

% in chapter 1, shows, this is precisely what

happened during the 1990s: The Gini

Employment Elasticity 1980s 1990s coefficient, which is a measure of the degree
. of inequality, increased from 26.85 in
Manafacturing S S4p 19929310 30.19 in 1998-99 (Table 7-b in
conanieoen 1.05 1.81 chapter 1). Similarly the percentage of the
Electricity & Gas —0.39 0.32 population below the poverty line (calorific

Transport 0.48 0.14 intake basis) was 26.6 per cent in 1992-93,

Trade 0.37 1.22 and increased to 32 per cent in 1998-99

Source Nomaan MajidPakistan: An Employment StratediyO/SAAT, December 1997 (Mimeo),

Table A5, p. 48.

(Table 7-a in chapter 1).
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Chart 3 Expenditure on Government* Compared to Development Expenditure (Percentage of GDP)
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CONCLUSIONS enlarged the domain of power and patronage

for the regime. However, the consequent
In this chapter we have analyzed investmentgrowing losses of nationalized units laid the
growth and poverty in historical perspective. basis of subsequent fiscal hemorrhaging of
The purpose was to understand thethe government. The sharply rising budget
emergence of the process of increasingdeficits during the Z.A. Bhutto period were
poverty, the tendency for loan dependenceaccentuated by a huge increase in
and slow GDP growth. expenditures on the State apparatus.

The Ayub regime was characterized by During the Zia regime State funds were
economic policies that induced acute socialdirected for unproductive political purposes
and regional economic disparities. We sawinstead of urgently needed investment in the
how the mechanisms of rural poverty maintenance of the irrigation system and
observable toda¥, were rooted in the technical training of the human resource
increased peasant dependence on thbase. Consequently, when the cushion of
landlord, and asymmetric markets for inputsforeign financial assistance was withdrawn
and outputs that resulted from a particularafter the Afghan war, investment and growth
form of agricultural growth during the Ayub declined, budget deficits increased sharply,
period. The analysis also showed how theand poverty intensified.
tendency for the economy’s loan During this period, the structure of GDP
dependence so manifest today, may haveyrowth also underwent further adverse
originated in the policies of the Ayub changes as both capital and labour
regime. The government by providing state productivity fell sharply, together with
subsidies locked the economy into andeclining employment elasticities. A
industrial structure which was dominated by reduction in capital productivity lead to
low value added industries, incapable ofslower growth, while reduction in labour
generating adequate foreign exchange fomproductivity lead to falling real wages. As
the country. both GDP growth and real wages fell,

The structural constraints to fiscal spacepoverty tended to increase. This tendency
were exacerbated as successive governmentgas reinforced by declining employment
engaged in financial profligacy, and elasticities. Thus bad governance and
allocation of state resources based omassociated adverse changes in the structure
considerations of political patronage ratherof the economy, in this period, laid the basis
than economic efficiency. Nationalization of for a rapid increase in poverty and
industries during the Z.A. Bhutto period unemployment.
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Initial Propositions

An important structural factor that
underlies the current economic crisis is the
tradition bound nature of the economic
elites, their failure to diversify exports, and
their proclivity to seek rents from the
government based on a patron-client
relationship. Equally important is a crisis
of governance which is characterized by
wide spread corruption and a weak
institutional structure for overcoming
poverty and sustaining economic growth.
The dynamic inter-play between
institutions, economic growth and poverty
is analyzed in chapter 2. In this box we
will indicate the historical origin of the
proclivities of the economic elites and
weaknesses of governance within a longer
term perspectivé.

Why, and from which segment of its
historicity, should it be assumed that
culture, society, psyche and deeper-rooted
values in Pakistan have changed
significantly enough to rearrange the pre-
existing ‘ordering of things'? Could it be

modernized terminology, whereas the

traditional?

A number of propositions, arising from
the above questions, can be put forward.
Hence, at a more empirical level, the lack
of change can translate into an
accommodation of the upper social levels
with arrangements that are traditional and
even atavistic. The ruling elite of the
country could not only have adjusted itself
to the old order, but in its core values and

underlying formally modern institutions of
politics and market economy.

The initial colonial goal was the
incorporation into a supportive mode of a
largely militarized and autonomous
peasantry, and a newly arisen rural elite,
which were the legacy of eighteenth
century Punjab. The process of agricultural

Box 1 Government Patronage and Rent Seeking Elites: A Longer Historical View

instructive insights into human
development issues in this region. They
appear to have been essentially caused by
economic pressures from excessive
revenue demands, and the purported
economic parasitism, of the Mughal
military-administrative structuré.The
Mughal ‘peace’ had over time expanded

colonization then created an even stronger the numbers of intermediaries, fulfilling no

alignment with rural elites and upper
peasant groups.

At an even more significant level, the
opening of the new agrarian frontier
retarded the prospects of bourgeois

real productive function, but exercising
liens at numerous levels on rent and
revenue extractions. The Mughal court and
ruling elites were themselves engaging in
unsustainable levels of conspicuous

hegemony. This was because the landed consumption, leading to an ‘agrarian

elite that had emerged in the late Mughal
period and strengthened during the British
rule, began to dominate electoral politics
in post independence Pakistan.

An industrial class emerged in Pakistan
through the 1950s and 1960s. Yet, the
behavioural culture of the industrial elite,
might well have remained non-market and
mercantilist. Deeply rooted was the rent-
seeking behaviour, the reliance on anti-
competitive policy interventions, and the

that the arrangements are coded through retention of patron-client relationships.

The study of not only colonial, but even

help to identify continuities into the
modern period. These can in turn help us
to better understand the political, economic
and social configurations in the contem-
porary period.

The Rural Elite and the Transition from
Mughal to British Rule

actions could continue to represent and Only in the Punjab (and perhaps in the
uphold the old order. areas of western India overrun by the
Emphatic manifestations of this
resistance to change may have come from social hierarchy extensively displaced
another theme having a major bearing on during the extended transition from the
human development in this region. This has Mughal to the British empire. The growing
been the cycles of political response to the momentum of peasant uprisings in the
emerging forces of the market economy, eighteenth century culminated, after the
which in recent history has been a most collapse of the Mughal control, in the
powerful force in the dissolution of the old virtual physical effacement of the old rural
order. These responses can be traced to theelite. The upper village groups, or
eighteenth century (agrarian revolts), the landholding segments of the peasantry,
late nineteenth century (the Land were in the forefront of this armed
Alienation Act), the entire colonial period rebellion. These peasant war bands,
(emergence of a hydraulic society), the ultimately asserted autonomous control
mid-twentieth century (communal conflict over land and political authority. The rebel
(nationalization). In the process, the superior landholders, later to be
as it was in Europe. Indeed, over time, princely states, by the British.
these permutations have led to a tendency  The causes of the agrarian uprisings of
towards retention of traditional structures, the eighteenth century also throw

Marathas), were the upper echelons of the

crisis’, and subsequently to increasingly
successful retaliation from upper peasant
and zamindar groups. The breakdown in

the relationship between the Mughal state
and the local agrarian order led to a
collapse of the state itself. This was a
lesson, not lost on the British, and perhaps
not properly grasped by the fledgling

Pakistani state.

Having thrown off the old ruling order,
the upper peasantry consolidated its
autonomous position, while its leaders
emerged as a new agrarian elite. Evidence

content and substance have remained pre-colonial, processes and structures can of the displacement of the older Mughal

period elite comes from British
documentation such as the District
Gazetteers and Griffin and Massy’s tome,
Chiefs and Families of Note in the Punfab
Hardly any families identified at the district
level as of elite status, and worthy of
description in these documents, had such
antecedents prior to the late eighteenth
century®

The Landed Elite, Military and
Bureaucracy during the Raj

The strategic directions of colonial policy
are best understood when compared with
other parts of South Asia. In the British
period there occurred a further consolidation
of the agrarian hierarchy in the area that
later came to constitute Pakistan. (‘The
Pakistan area’). In Sindh, the British
pursued the policy of retaining the agrarian
elite, and accommodated large landholder
families, the so-callediaderas into the new
arrangements. In the Punjab, the effacement
of the old elite in the previous century had

and national independence) and the 1970s leadership emerged as a new class of already ‘rationalized’ the problem of

intermediaries. The incorporation of the

Pakistani world has not been transformed acknowledged as such, and even as native peasant landholding lineages and newly

arisen zamindars took place through
revenue settlements, which also formalized
their proprietorship over land.
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Further bonding in the latter decades of
the nineteenth century occurred with the
upper Indus basin being converted into a
logistical base for the ‘great game’ strategy
against the Russian empire in central Asia.
This region became a major recruiting area
for the British Indian army, and for forces
operating in many other parts of the British
empire.

Such processes led to the further
consolidation of the agrarian hierarchy in
the ‘Pakistan area’. The military
recruitment took place almost exclusively
from landholding lineages, which were also

The more pervasive hold of the military fication, economic growth, and financial

over economic resources

between military service, social authority

and state power, served as a precursor to
the direct exercise of political control by NOTES

the military in Pakistan after 1947.

The civil bureaucracy also emerged
with greater authority. Canal irrigation
created a truly hydraulic society in the
Indus basin, in which water, the scarce and
vital resource, was under administrative
control. Not only was the cultivator more
dependent on the government than under

the revenue payers and were accorded rain-fed agriculture, but the centralized

property rights.

By 1900 the British adopted a quite
remarkable piece of legislation in the
Punjab, which further protected the
position of agricultural owners. This was
the Alienation of Lands Act, under which
lists of ‘agricultural castes’ were drawn up
for each Punjab district; and non-
agriculturists were prohibited from
purchasing land from these castes.

The Act of 1900 was followed by other
pro-agriculturist legislation, ameliorating
the threats to mortgaged land. Indeed,
during the depression of the 1930s several
large estates were brought under direct
administrative protection, through the
Court of Wards, as they moved towards
heavy indebtedness and insolvency, owing
to the downturn in agricultural prices and
rents. Had the British not overtly

nature of gravitational flow irrigation
furthered the dependence of the citizen on
the State. However, all did not need to be
equally obedient. The more powerful
landholders were able to manipulate and
bribe the local officials to divert water to
their lands, either out of turn or in unfair
proportions. The power of public office
was tempered, and indeed delegitimized,
by private vice.

The state of Pakistan as it emerged in
1947, inherited various institutions of the
State, structures of power, economy and
behavioural proclivities in the economic
elites. These historical attributes
profoundly impacted on issues of equity
and exclusion, just as much as they
influenced economic policiés.

After independence the triad of military,
bureaucracy and landlords, greatly

safeguarded these large landholdings, the strengthened in the hydraulic society of the

political economy of Pakistan might well
have been quite different.

The most far-reaching and historically
important form of cooperation between
dominant agrarian groups and the colonial
state occurred through the development of
canal irrigation, and the process of
agricultural colonization that accompanied
it in the late nineteenth century. This
opening of a new agrarian frontier brought
about radical changes in the economy and
ecology of the Indus basin, and created the
foundations of the existing Pakistan
economy.

In the agricultural colonization

Indus basin, continued to exercise
inordinate influence over public and

economic affairs. The issue that arises here 4

is whether the strong rent-seeking model
established in colonial political economy

was to replicate itself in the new state. The
concentration of power created a not
dissimilar environment for decision-

making. The British had consolidated a
recent elite, through a sharing of military
and agrarian resources with intermediaries.
The Pakistani state endeavoured to
maintain existing stakeholders, essentially
through the patron-client nexus and the
diversion of state resources. It also began

schemes, the British once again chose asto constitute a new elite, in the commercial

grantees of land those who were
exclusively from the ‘agricultural castes’.

The military and bureaucracy were the analysis of this phenomenon see chapter 2).

other institutions strengthened through the

new canal economy. Large areas of canal cases, rent seeking behaviour, rather than

land were devoted for military usage.

Extensive land grants were made to army
pensioners and world war veterans, in a
form of tangible resource gratification that

no other part of British India was able to

match.

and industrial spheres, but again through
resource transfer mechanisms (For an

In both the colonial and post-colonial

income and wealth generating capabilities,
appears to have been the critical impulse.
The result could be an inability to achieve
competitive efficiency, which became an
endemic constraint to export diversi-

under stability during the five decades after
colonialism, and the more binding nexus independence.

1. This box is based on the research paper
presented by Professor Imran Ali, for the
UNHDR.
The Punjab experienced a greater degree
of social change than other areas, where
the transition from Mughal rule appeared
to be more ‘orderly’. When some decadps
later the British were expanding into the
former provinces of the Mughal empir
they encountered successor kingdoms ruled
by none other than the descendents|of
former Mughal viceroys and governors.
These regional entities had assumged
independence as the empire receded,
providing a large degree of continuity i
the social structure. Under the ruling
lineages, the agrarian hierarchy remained
largely undisturbed, with no majof
effacement or turnover in the position
rural magnate elements. Lower levels
the social structure, both urban and rurgl,
also failed to achieve any significant breaks
in the traditional patterns of caste and class
hierarchy. Thus changes in socigal
relationships, the power structure and
economic organization, were minimal, and
major continuities remained in the extended
transitions from the Mughal to the Britis
rule.
3. See, T. Raychaudhuri, ‘The Mughal
Empire’, in Cambridge Economic Histor
of India (Cambridge, Cambridge Universi
Press, 1982), Vol. |, pp. 172-92.

For a discussion of the eminent families

the Punjab, by districts and princely states,

see, L.H. Griffin and C.F. Massyhiefs
and Families of Note in the Punja vols.

(Lahore, 1940).

5. One of the most spectacular examples,
albeit from a part of Punjab now in India,
came from the Phulkian war band. This was
named after a Sidhu Jat peasant called Phul,
whose descendents in British times ruled
the princely states of Patiala, Nabha and
Jind, and the fiefs of Bhadour, Maloudh
and Badrukhan. Other Sidhu Jat families
established the state of Faridkot, {hgirs
of Kaithal and Arnauli, and a large numbe
of smaller fiefs. The ruling family of
Kapurthala State were descended from the
Sikh war band leader, Jassa Singh, who
belonged to the lowly caste of Kalal, or
liguor producers. The ruling family o
Bahawalpur State emerged from the upper
peasant Daudpotra caste. In Griffin and
Massy’s book case after case is described
of an elite that had recently risen from
upper peasant ranks.

6. See, D.A. Low (ed.);The Congress and
the Raj(New York, 1977).
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CHAPTER 3

THE STRUCTURE OF POVERTY AND THE PROCESS OF
POVERTY GENERATION
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Now my being is caught in a vice,
Like sugar cane in the cane crusher,
The challenge is to still remain true

- MIAN MUHAMMAD BAKHSH
19th Century Sufi Poet
(Translation)



CHAPTER 3

The Structure of Poverty and the Process of
Poverty Generation

[. INTRODUCTION: A CONCEPTUAL asked before. Some of the questions raisétbverty occurs when the
AND EMPIRICAL PERSPECTIVE are: How do distorted markets for inputsndividual in a fragmented
ON POVERTY and outputs of goods and services result tommunity is locked into a

. the loss of the actual or potential income cy ;s of power, which

The poor in P_aklstan I|kg all human bemgs of the_ poor? If thl_s is indeed t_he case the&eprives the poor of their

have a creative potential. Yet, by beingwhat is the magnitude of the income loss? -

. - X ..-actual and potential
denied the minimum of food and basic How do local structures of power with.
necessities, such as health, education andespect to landlords, local administrative' ©0M€:
employment opportunities, they are renderedofficials, and institutions for the provision
incapable of actualizing their human of health, credit and dispute resolution,
potential* deprive the poor of their income, assets and

In understanding this constraint to humanthe fruits of their labour? who are the poor,
development, the poor in Pakistan cannotwhat kind of occupations and institutions
simply be seen as individuals with certain are they engaged in, and what are the
adverse ‘resource endowments’, makingconstraints to increasing their incomes?; to
choices in free markets. Poverty occurswhat extent are urban poor engaged in
when the individual in a fragmented micro enterprises, and what are the
community is locked into a nexus of power, problems that prevent an increase in their
which deprives the poor of their actual and profitability?; where do the poor borrow
potential income. The poor face markets,from and how do they use their loans?;
state institutions and local power structures,finally, how do the poor finance their
which discriminate against access of thebudget deficit? Almost every study on
poor over resources, public services andpoverty in Pakistan shows that the
governance decisions which affect their consumption level of a large proportion of
immediate existence. households fall below certain calorific

Most studies on poverty in Pakistan norms. However they fail to ask, when
have examined the problem simply in termsincomes of the poor fall below their
of measuring the number of people belowminimum consumption levels, how is
certain poverty lines. However, if poverty consumption financed? The mode of
is to be overcome, what may now be financing consumption in excess of theirl N€ poor face markets,
important is to understand the processes ofncome levels has a strong bearing on thgate institutions and local
poverty creation and to identify points of future income levels and the probability ofpower structures, which
intervention in the process through which either moving out of poverty or falling discriminate against access
the poor can be enabled to overcomedeeper into it. In the pursuit of thesesf the poor over resources,
poverty on a sustainable basis. In thequestions it is hoped to develop for the first pjic services and
pursuit of this objective, the NHDR study time an understanding of the dynamics an overnance decisions which
for the first time undertook to establish a concrete nature of poverty, rather tha(?ffect their immediate
new data set to be able to conduct anmerely its magnitude. These broad .
analysis of the mechanisms through whichquestions specified by Akmal Hussain wergXIStence
poverty is perpetuated and the possiblethe basis of the survey.
routes out of it. Any data set contains The survey was conducted by A.R.
information within certain specific Kemal and his team at PIDE. Since the
classifications. The particular classi- poor exist not as isolated individuals
fications emerge from the questions posedbut as family households living in
The NHDR data set is new, simply becausecommunities, no matter how fragmented,
the underlying questions have not beentherefore the survey focused on eliciting
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information from eight poor communities 1Il. POVERTY AND MODES OF
in seven carefully selected districts. The  FINANCING CONSUMPTION
study is called the NHDR/PIDE Poor
Communities Survey of Pakistan 2001. The basic difference between the extremely
Since this is a sample survey of sevenpoor and the poor categories is that in the
districts of Pakistan it cannot be claimed former, the total annual household income
that it is representative of the entire (Rs.15,350) is substantially less than the
country. However, systematic and careful food consumption requirement (Rs.18,497),
selection of poor communities from all while in the latter the annual total household
provinces of the country provides a rich income (Rs.40,566) is sufficient to fulfill the
source of data to examine the factorsfood consumption requirement, although not
responsible for poverty generation. enough to fulfill the total consumption
The survey design for data collection onrequirements  (excluding durables)
the eight communities is discussed in(Rs. 41,092). Therefore the distinguishing
Annexure-| of this chapter. However, it may feature between these two classes of the
be pertinent to point out here that the surveypoor is that the extremely poor are obliged
was focused on poor communities.to use loans for food consumption
Consequently, the non-poor category in therequirements, while those in the poor
income classes shown in the ensuing tables¢ategory do not have to do so. Similarly in
refers not to affluent people but those whothe extremely poor category the total
are ‘not so poor’. The average annualconsumption requirements (excluding
household income of the non-poor beingdurables) (Rs.23,722) is greater than the
only four times that of the poor is on annual total household receipts including
average still only Rs.123,273 (US$2,055 pertransfers and remittances received. In the
year). In section-ll, poverty levels and poor category, by contrast, the total receipts
modes of financing consumption (Rs.45,818) are greater than the total
expenditure in the eight poor communities consumption requirements. In the non-poor
are examined. In section-Ill, the category, annual total household income is
implications of the employment status and not only enough to fulfill food consumption,
education level of the earning members ofbut also more than enough to finance total
the household for its ability to pull out of consumption (excluding durables).
poverty are discussed. In section-IV, an The extremely poor, whose incomes and
analysis is presented, of how local powerreceipts fall below the poverty line, tend to
structures and distorted markets for inputsuse loans and sale of assets to increase their
impact the process of poverty creation.consumption level. Since availability of
Apart from this, the process of income lossloans to the extremely poor is constrained
to the poor resulting from distorted markets and they often do not have substantial assets,
for farm output is analyzed and its they suffer from extreme nutritional
magnitude estimated. In section-V, the deficiencies. Total available resources of the
nature of disputes which the poor areextremely poor are 84.0 per cent of the
undergoing and the erosion of incomespoverty line.
associated with existing forms of dispute In urban areas, the total household
resolution are briefly discussed. In section-incomes of the extremely poor and the poor
VI, the data on the health of the poor is of Rs.30,266 and Rs.53,830, were only 39.5
analyzed to show how vulnerability of low and 70.9 per cent of the poverty line,
income groups to disease and associatedespectively. In the rural areas, household
medical expenses could be a major factor inincome levels of the extremely poor and the
pushing non poor households into povertypoor are 21.6 and 61.9 per cent of the
and poor households into extreme poverty.poverty line, respectively.
In section-VIl, the employment status of the  Transfers, especially the remittances,
non-farm households with respect to micro supplement considerably the total income of
enterprises is examined and the problemsoth the extremely poor and the poor
related with their functioning with categories. For the extremely poor,
associated implications for poverty are remittances account for 16 per cent and total
specified. In section-VIIl, the role of transfers 20.9 per cent, and for the poor,
corruption, credit and indebtedness in theremittances account for 4.2 per cent and
poverty process are examined. total transfers 5.3 per cent of the total
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Table 1 Average Household Income, Receipts and Total Available Resources

Extremely Poor Poor Non-Poor Total
Pakistan
Total Household Income 17,397 41,093 115,690 42,972
Total Receipts of the Households 20,170 43,925 123,273 46,506
Total Resources available to the Households 25,184 52,624 147,382 56,079
Total Consumption by the Households 24,152 41,764 85,217 41,330
Food Consumption by the Households 19,041 32,381 62,325 31,599
Urban
Total Household Income 30,266 53,830 110,804 51,007
Total Receipts of the Households 30,691 54,207 110,894 51,370
Total Resources available to the Households 33,030 57,000 114,061 54,024
Total Consumption by the Households 28,740 44,562 63,002 40,354
Food Consumption by the Households 23,465 36,229 49,200 32,612
Rural
Total Household Income 12,495 35,704 116,992 39,918
Total Receipts of the Households 16,162 39,575 126,574 44,657
Total Resources available to the Households 22,195 50,773 156,267 56,860
Total Consumption by the Households 22,405 40,580 91,141 41,701
Food Consumption by the Households 17,356 30,753 65,824 31,214
Source NHDR/PIDE Survey 2001.
Table 1 (a) Average Household Income, Receipts, and Total Available Resources by Economic Status
Economic Total Household Other Total Receipts  Net Credit Total Food Total
Status Income (including)  Transfers H.H. income during Available Consumption Consumption
Imputed Rent (excluding + Transfers Last Year Resources Excluding
and Profit) (Remittances) Received + Durables
Remittances
Extremely Poor 15,350 684 21,738 3,998 24,547 18,497 23,722
Poor 40,566 456 45,818 4,800 51,165 32,203 41,092
Non-Poor 106,100 1,078 118,492 10,886 132,798 57,794 78,790
Average 42,972 666 — 5,639 56,079 31,599 41,330
Source NHDR/PIDE Survey 2001.
receipts. Despite the large transfers thepoor is much higher in the rural areas than
current receipts of the extremely poor fall in urban areas.
short of their consumption levels by 35 per The pattern is observed in all the
cent and they have to resort to credit andcommunities covered in the survey. The
sale of assets to finance their meagerhighest level of poverty is observed in
consumption levels. As much as 17 per centLahore urban and Khuzdar where 93.5 and
of total consumption of the poor is financed 91.3 per cent of the households were poor
through credit and 5 per cent through theand the minimum in Lahore rural where 66.9
sale of land. Even though the poor onper cent of the households were poor (see
average spend less than the total receiptsTable 3). While the poverty levels have been
yet a large number of households amongshigh across all the areas, the abject poverty
them do use credit and proceeds from thdevels do differ. For example both in
sale of assets to finance their consumptionKarachi and Lahore urban, the average level
10 per cent of the consumption of the poorof income of the poorest has been 5 to 6
is financed through net credit and 2 per centtimes that of the rural areas. Even more
through the sale of assets. The deficitimportant, it is the inequality of incomes
between food consumption requirements andvithin the community that underlies
total household receipts of the extremelypoverty; average incomes of the richest
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Table 2 Transfers and Financing of Consumption(Proportion)

poor. However, the boarding and lodging
supplemented the incomes of the extremely

Extremely Poor Non-Poor Total  Poor to the extent of only Rs.7,904. Such
Poor supplementary income in the case of the poor

N and the non-poor is Rs.18,364 and Rs.65,000
Remittances/Total Receipts 0.12 0.05 0.07 0.0 'espectively. Another aspect of significance
Other transfers/Total Receipts 0.04 0.01 0.01 0.02 !n the case of bogrders land IOd?‘erS.IS that it
Consumption/Total Receipts 1.24 0.96 0.74 1.02 S Mmore common in rural areas than in urban
Net Credit/Consumption 0.14 0.13 0.15 0.14 areas. '
Land Sale/Consumption 0.05 0.03 0.04 0.04 Zakat, ushr, fitranaand nazrang
Ut (different forms of charity), have been quite
Remittances/Total Receipts 0.00 0.00 0.00 0.00 significant for both the ex.tremely poor and
Other transfers/Total Receipts 0.02 0.00 0.00 0.00 tEe poor. Th? two rr]nost |r|np9rtant aspec;s
Consumption/Total Receipts 0.95 0.83 0.59 083 ! at. emerge from t g apa ysIS gre that the
Net Credit/Consumption 0.07 0.06 0.04 0.06 assistance from charity in the private sector
Land Sale/Consumption 0.00 0.00 0.00 0.00 Is three times that in the public sector, and
= that the non-poor are also recipients of
Remittances/Total Receipts 0.20 0.08 0.08 043 Yovernmentakatindicating the widespread
Other transfers/Total Receipts 0.05 0.01 0.01 0.03 C(r)]rruptlon gelnerally alleged in tfhls sphere.
Consumption/Total Receipts 1.44 1.04 0.76 1.13 The extremely poor accouqtgd or 66',7 per
Net Credit/Consumption 0.18 0.17 0.16 0.17 cent of governmentakatrecipients, which
Land Sale/Consumption 0.07 0.05 0.05 0.06 rises to more than 80 per cent in the case of

Source NHDR/PIDE Survey 2001.

private sector zakat recipients.

The remittances constitute a major
supplement to their incomes but mainly in
10 per cent of the households in the eightural areas. The proportion of the
communities is 16.1 times that of the pooresthouseholds that received remittances is
10 per cent of the householts. almost evenly distributed amongst all the

Transfers take various forms such asthree categories of households. Remittances
boarders and lodgerzakatfrom government, are received from both within and outside
zakat and ushr from private sector and Pakistan. Pension and gift receiving
remittances from within and outside Pakistan.households have been relatively few
Boarders and lodgers, (i.e., households whaespecially among the poor because they
earn rental income from those who stay on ararely have government jobs or pensions
‘paying guest’ basis), is most common [see Annexure-3 (b)].
amongst the extremely poor who accounted Since remittances constitute a major
for 63.1 per cent of all households providing supplement to household incomes, any
the boarding and lodging facility; 31.8 per policy that helps in increasing the
cent were poor and 4.5 per cent were nontemittances could be quite potent in poverty

Table 3 Poverty Levels, Incomes and Receipts in Various Communities

Poverty Mean Income Ratio of Mean Total Receipts Ratio of
Levels Poorest Richest Richest to Poorest Richest Richest to
(%) Poorest Poorest

Karachi 83.1 17,900 129,007 7.2 19,225 129,123 6.7
Badin 85.0 3,902 130,957 33.6 6,430 130,957 20.4
Mirpur Khas 96.7 4,187 183,162 46.1 4,969 193,162 38.9
Muzaffar Garh 86.1 8,259 161,211 19.5 14,081 169,196 12.0
Lahore Urban 93.5 21,233 110,895 5.2 22,142 110,895 5.0
Lahore Rural 66.9 10,023 178,298 17.8 77,200 190,042 11.0
Dir 80.1 2,197 182,103 82.9 28,909 194,392 6.5
Khuzdar 91.3 4,061 92,945 22.9 5,345 92,945 17.4
Total 83.7 8,764 140,972 16.1 14,448 147,679 10.2

Source NHDR/PIDE Survey 2001.
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reduction. The characteristics Of migrgr'lts, Table 4 The Incomes of the Principal and Second Earners
therefore, can be rather helpful in devising

emigration policy. The young, males and Extremely Poor Non- Total

married persons, form the bulk of migrants. Poor poor

Since as much as 73.9 per cent of the Total earned income 15,339 35,550 96,109 36,685

;négg:itjnwf;‘;'r"';er"’r‘]tiigog EZS e‘“s::gr:"?;;ye Major eamer income 14,608 29,566 69,447 29,652
’ : Second earner income 617 4,759 17,119 4,983

low; the non-poor migrants earn more ..o of major earner (%) 95.2 83.2 72.3 80.8

because of their better human resources [se ghare of second earner (%) 4.0 13.4 17.8 13.6
Annexure-3 (c)].

Source NHDR/PIDE Survey 2001.

lll. POVERTY ALLEVIATION AND The women in the sample contribute onlyf he key factor that
NUMBER OF EARNERS IN THE 4 per cent to the incomes of the householdsetermines whether a poor
HOUSEHOLD (see Table 6). This is mainly because of thegusehold shifts out of

fact that only earned money income i%overty or moves deeper
The number of earners in a household isconsidered and also because the women. . poverty is the share of

one of the major determmants of' the mcomefrom poor households due to asymmemeﬁousehold income
level and the probability of falling below in market access, get very low wages. The .
the poverty line. The key factor that are also unable to work much of the timgOntrIbUtecj by the second
determines whether a poor household shiftsdue to frequent illness. The share of womeh@M€"
out of poverty or moves deeper into povertyin household income of the poor and the
is the share of household income contributedextremely poor is higher than their
by the second earner. As table 4 shows theontribution in the non-poor segment of the
percentage share of the second earner ipopulation. Whereas the share in the
household income is 13.4 for the poor household income of women in the non-poor
category. When this share increases théouseholds in the urban areas is higher, in
household enters the category of non-pootthe rural areas it is even smaller.
(17.8 per cent) and when it falls Besides education, productivity depends
substantially (4.0 per cent) the householdon learning by doing, on the job training
becomes extremely poor. and experience. Whereas there is not much

The low levels of income of the variation in the period of experience, (each
extremely poor and the poor, and the lowcategory has 14 to 16 years of experience),
probability of getting employed are it has been their low level of education and
reflective of their low human resource lack of improvement in skills that is
development. This is also manifested in theresponsible for the low levels of productivity
fact that as many as 83.4 per cent of theand incomes. The proportion of persons who
extremely poor and 73.5 per cent of the poorgot on the job training is rather small in the
are illiterate and another 7.6 and 13.9 percase of the extremely poor. Moreover, the
cent in the two categories of poor, poor do not have sufficient work; number
respectively, have merely primary of hours worked is relatively much lower
education. Only 2.3 per cent of the for the poor and the extremely poor (see
extremely poor and 3.5 per cent of the poorTable 7).
have higher level of education and they are As we have mentioned above, the share
poor because of their inability to get a job. of household income contributed by the

Table 4 (a) Percentage of Second Earners within Each Economic Category by Education Level

Economic No Education Upto Primary Middle Matric Higher Total
Status (%) (%) (%) (%) (%)

Extremely Poor 81.4 13.4 1 1 3.1 100

Poor 77.5 10.9 4.7 4.4 25 100

Non Poor 58.9 14.4 8.7 8.7 9.1 100

Source NHDR/PIDE Survey 2001.
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Table 5 The Education Levels of the Various Sections of Population

Average of Sample Extremely Poor Non-Poor Total
Poor
All Pakistan

Education Level of Major Earner (%) (%) (%) (%)
No education 83.4 73.5 50.3 73.6
Primary 7.6 13.9 14.6 11.6
Middle 3.6 4.2 10.7 5.0
Matric 3.1 5.0 11.0 5.2
Higher education 2.3 3.5 13.4 4.6

Education Level of Second Earner
No education 84.0 78.5 51.4 70.9
Primary 10.6 11.4 15.7 12.6
Middle 2.1 4.5 9.5 5.7
Matric 1.1 3.5 11.4 5.6
Higher education 2.1 2.1 11.9 5.1

Pakistan (Urban)

Education Level of Major Earner
No education 83.2 82.8 68.1 81.2
Primary 7.0 8.1 16.7 8.6
Middle 3.7 5.4 5.6 4.7
Matric 2.0 1.7 2.8 2.0
Higher education 4.1 2.0 6.9 34

Education Level of Second Earner
No education 94.7 88.9 71.2 86.0
Primary 2.6 6.5 9.6 6.6
Middle 2.6 33 5.8 3.7
Matric — 1.3 5.8 2.1
Higher education — — 7.7 1.6

Pakistan (Rural)

Education Level of Major Earner
No education 83.4 69.4 45.5 70.5
Primary 7.9 16.4 14.0 12.8
Middle 3.5 3.7 12.1 5.1
Matric 3.5 6.4 13.3 6.5
Higher education 1.6 4.1 15.2 5.1

Education Level of Second Earner
No education 76.8 71.3 44.9 62.5
Primary 16.1 14.8 17.7 16.0
Middle 1.8 5.4 10.8 6.9
Matric 1.8 4.9 13.3 7.6
Higher education 3.6 3.6 13.3 7.1

Source NHDR/PIDE Survey 2001.
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Box 1 Moving out of Poverty

Rehman-ud-Din, Village Shah Alam Baba, At present the government has given him a
District Dir: Rehman-ud-Din’s family has house and a car. His salary is sufficient for his
moved out of poverty. His father, who died household needs. Although he does not livg in
twenty years ago, was an Imam in the localthe village he is an active member of the jojnt
mosque. He depended upon the grainfamily and he visits his mother and brothers
received as charity from the community. once a week.
Rehman has been a hard worker since his Rehman’s mother says that her family came
childhood. In the morning, he used to go to out of poverty due to her son’s education and
school and in the afternoon he worked in thehard work. She never lost courage after the
fields. When his father died he was quite death of her husband. Now she is contendged
young. He continued his education and work with life and she has no more wishes except
in the field. He was able to complete his MA going for Haj. All her sons are employed.
although his mother had to sell their land to Rehman’s family is not in any dispute. In short
finance his education. this family came out of poverty due to had

Rehman was lucky in getting employment work, education and employment. Rehmgan
in the forest department as a forest officer. played the key role in pulling his family out g
Rehman worked hard and got rapid promotion. poverty.

=

second earner.is. an important factor in.the Table 6 Contribution of Women in Total Earned Income
household’s shifting out of poverty or being

pushed into deeper poverty. Therefore, it ayerage of Extremely Poor Non- Total

may be pertinent to point out that an sample Poor Poor

important determinant of the income share )

contributed by the second earner is the Al Pakistan Gl Ll o wioe
. Urban 0.01 0.03 0.07 0.02

education level of the second earner. As Rural 0.06 0.06 0.04 0.06

table 4 (a) shows only 1 per cent of the

second earners in the extremely poorSource NHDR/PIDE Survey 2001.

category are matriculates while 4.4 per cent

of second earners are matriculates in the

poor category. The percentage doubles tc

Table 7 Hours Worked, Experience, On-Job Training and Second

. Occupation
8.7 per cent in the case of non-poor
households. Extremely Poor Non- Total
Both because of the low level of Poor Poor
education as well as little improvement in X
their skills, they are absorbed only in the FaKistan
. s No. of hours worked
occupations where the productivity levels, last week 46.7 490 503 48.3
and hence wages and incomes, are rathe Experience 13'.1 14'.6 15’_1 14.1
low. As much as 66.7 per cent of the major 5,_jop Training 9.5 46.3 44.2 100.0

earners in the urban areas belonging to the
extremely poor are unskilled workers. In the
rural areas, 53.4 per cent are unskilled anc

Urban
No. of hours worked

. last week 49.6 53.2 59.6 52.5
30.4 per cent are agricultural workers (see Sertee 111 13.1 151 125
Table 8). These ratios are significantly 5. "5 Training 77 38:5 53:8 100:0

higher than that in the case of the poor, anc
even higher when compared to the non-poor Rural
The mobility of workers across various NO- of hours worked

occupations seems to be low. Vocational 125t week o e S i ©
training and apprenticeship programmes to Experience 14.0 15.3 15.1 B
On-Job Training 9.8 47.6 42.7 100.0

impart training to the workers after the
primary education may therefore be helpful Source NHDR/PIDE Survey 2001.
in reducing poverty levels.

Whereas education level amongst thepoor households. Amongst the educated
poor and extremely poor is rather low, thereyouth, 78.5 per cent of the extremely poor
are some highly educated persons in theand 60.0 per cent of the poor were
categories of the poor and the extremelyunemployed. They have been so
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Table 8 The Occupation of the Major Earners

Average of Sample Extremely Poor Non-Poor Total
Poor
Pakistan
Professional workers 2.4 2.4 4.8 2.8
Clerical & Service workers 6.4 12.6 13.9 104
Agriculture/Livestock workers 21.8 24.9 28.5 24.2
Business/salesmen/milkmen 3.4 6.5 13.6 6.4
Skilled workers 8.0 12.3 14.5 11.0
Unskilled workers 57.5 40.2 23.9 44.3
Miscellaneous 0.6 1.2 0.6 0.9
Urban
Professional workers 1.7 0.7 1.4 1.2
Clerical & Service workers 14.2 20.8 15.7 17.6
Agriculture/Livestock workers 1.7 0.7 1.4 1.2
Business/salesmen/milkmen 5.0 6.1 11.4 6.3
Skilled workers 9.6 16.4 314 15.4
Unskilled workers 66.7 55.3 38.6 57.9
Miscellaneous 1.3 — — 0.5
Rural
Professional workers 2.7 3.1 5.8 3.4
Clerical & Service workers 3.0 9.0 13.5 7.6
Agriculture/Livestock workers 30.4 35.4 35.8 33.6
Business/salesmen/milkmen 2.7 6.7 14.2 6.5
Skilled workers 7.3 10.5 10.0 9.2
Unskilled workers 53.6 33.7 20.0 38.0
Miscellaneous 0.4 1.6 0.8 1.0
Source NHDR/PIDE Survey 2001.
Table 9 Educated Persons by Employment Status
Average of Sample Extremely Poor Non-Poor Total
Poor
Pakistan
Govt. Employee 8.9 19.4 17.0 16.8
Private Employee 10.7 7.5 14.5 11.6
Self-Employment 1.8 10.0 16.6 125
Retired — 3.1 1.7 2.0
Tried to get Employment 32.1 35.6 24.5 29.3
Did not try to get Employment 46.4 24.4 25.7 27.8
Urban
Govt. Employee 8.3 13.3 — 6.4
Private Employee 33.3 20.0 25.0 25.5
Self-Employment — 6.7 — 2.1
Retired — — — —
Tried to get Employment 33.3 33.3 60.0 44.7
Did not try to get Employment 25.0 26.7 15.0 21.3
Rural
Govt. Employee 9.1 20.0 18.6 18.0
Private Employee 45 6.2 13.6 10.0
Self-Employment 2.3 10.3 18.1 13.7
Retired — 3.4 1.8 2.2
Tried to get Employment 31.8 35.9 21.3 27.6
Did not try to get Employment 52.3 24.1 26.7 28.5

Source NHDR/PIDE Survey 2001.
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disheartened that 46.4 per cent of the
extremely poor and 24.4 per cent of the poor
did not even try to get a job, probably
because of the experience of those who tried
to get a job but did not succeed. In the urban
areas, 33.3 per cent of the extremely poor
educated tried to get employment but could
not, while 25 per cent never applied for a
job; the comparable proportions for the poor
were 33.3 and 26.7 per cent. In the rural
areas the situation is even worse, where 31.8
per cent of the extremely poor did not get a
job and 52.3 per cent did not even apply for
the job. Of those who succeeded in getting
a job they got it in the private sector rather
than in government (see Table 9).

It is noteworthy that the poor are mostly
illiterate, but those who do get education do
not find jobs and some are so frustrated that
they do not even apply for a job. The
presumption that jobs cannot be obtained
without bribe or strong ‘connections’ has
been the main reason for not applying for a
job; as many as 83.3 and 91.1 per cent of
the educated from the extremely poor and
the poor households, respectively, cited this
to be the reason for not getting a job, and
50.0 and 47.4 per cent respectively cited it
as a reason for not applying (see Table 10).

IV. LOCAL POWER STRUCTURES,
MARKETS AND POVERTY

Various forms of dependency of the peasant
on the local power structures and the
distortions in the input and the output
markets, functioning against the poor,
constitute the elements of the process of
poverty generation amongst the peasantry.
A substantial proportion of the potential as
well as actual income of the poor peasantry
is lost to the increasingly adverse tenancy
arrangements and the obligation to sell
labour at less than market wage rates or
without any wages at all, to the landlords.
This is because of the social and economic
leverage that the landlords exercise over the
poor peasants. At the same time, there is
unequal access over both the input and the
output markets, as well as over services such
as credit, dispute resolution and health
facilities. In this section, we will present
evidence from the NHDR/PIDE Survey to
analyze the nature of the process of poverty
generation and the magnitude of peasant
income lost due to various forms of



dependence and market distortions. .I.n the Table 10 Reasons for not Applying and Reasons for not Getting the Job
small farm households, the most significant

constraint to increasing income is the non- Extremely  Poor Vo et Tl
availability of land and the income losses Poor

associated with land use within the structure
of dependence. Amongst the non rural farm

Reasons for not getting a job

g - High merit/competition 111 3.6 6.8 6.0
households, the principal constraint to No Safarish/Money 833 911 86.4 88.0
poverty alleviation is the limited possibility i ars 56 54 6.8 6.0
of remunerative jobs and the low ability to 14¢g 100 100 100 100

initiate self-employment projects. In the

urban areas, the employment status, Reasons for not applying

; o Low Marks/High merit 15.4 2.6 6.6 7.2
:gt/c\)lm?:l\llzeﬁm%r} of rt:c(iau\(,:vt?\"/li(t forcC)? a::idcrtge No Safarish/Money 50.0 47.4 16.4 32.8
. P - y . Had to work in family enterprise — 7.9 16.4 11.2
enterprises constrain income levels and giVe | 41 of information 77 105 4.9 79
rise to poverty. Others 23.1 31.6 55.7 41.6
Who helped in getting Employment
IV.1 SMALL LANDHOLDERS AND L ANDLESSNESS Mo 0 i 2y Eeod SlEig
MPA/MNA/Chairman 11.1 11.9 9.0 10.2
Relative/Friend 11.1 9.5 4.5 6.8

Farmers’ income not only depends on the
production of various crops, tenancy
arrangements, and marketing arrangement§ource NHDR/PIDE Survey 2001.
but also on other agricultural activities, such
as livestock, and non-agricultural activities.

Person already in the Department 22.2 2.4 6.0 5.9

Table 11 Land Owned and Operated by Economic Status (Rural Farm
Households)

The poor and the extremely poor households (in acres)

have a very small amount. of owned. I'and. Extremely Poor Non-Poor _ Total

Poverty and land ownership are positively Poor

correlated: Compared to the non-poor’s land

ownership that exceeds six acres; for the Land owned 1.07 2.06 6.09 2.72

extremely poor and the poor it was only one t::g :22::3 ﬁ]ut)n share-crop basis 0.Ji185 0.:(3)799 l.:(L)992 0.Ai922

ﬁglrgir?nsd ;Vrveo Sr?;ecf)’n;e;?:aﬁtl;ﬁgugg lgSgh . Land rented-in on cash rent basis 0.04 0.14 0.71 0.25
. Ig el ! * & Any other land 0.08 0.26 0.11 0.17

sizable proportion of the extremely poor and 144/ jand 293 3.09 6.65 3.88

the poor rent out the land and undertake
non-agricultural activity.The others rent-in Note There are non-farm households who own land and because of that total land exceeds the land

the land both on share-cropping and cast"ed:
rent basis and increase the operated holdingg°!"c® NHDR/PIDE Survey 2001.

to around three acres (see Table Whjle 15416 12 | and Obtained and Sold by Economic Status
this does help in increasing the production

levels, their incomes would not necessarily Extremely Poor Non-Poor  Total
rise proportionately, through increasing Poor
operated holdings. The increase in income
P g . Made any plan to buy land (Proportion) 1.7 4.6 7.5 3.9
would largely depend on the share-cropping )
i If yes, reasons for not buying
arrangéments. Too expensive 90.9 93.1 83.3 89.7
Instead of buying land, the poor were Las e el 9.1 6.9 _ 52
forced to sell their land. As many as 76.5 pjd you sell any land (Proportion) 2.5 5.0 10.4 4.9
per cent of the extremely poor and 38.9 per Acres of land sold 2.0 43 13.6 7.03
cent of the poor sold their land over the last Reasons for selling land
ten years. Even more important, the poor Urgent consumption need 46.2 23.5 29.2 29.6
had to sell land for urgent consumption Marriage expenditure 30.8 26.5 125 22.5
needs, marriage expenditure and healt Health expenditure 23.1 17.6 4.2 14.1
expenditures (see Table 12). In the process To purchase other property - 11.8 20.8 12.7
the productive assets of the poor get Toreturn aebt - Lde Zedl e
. . . To establish business — 2.9 8.3 4.2
depleted, adversely impacting their future .
¢ fi d duci th Sold any land during last few years
S ream.s. 0 '”C‘?mes and redaucing € as well (Proportion) 76.5 38.9 42.3 48.1
probability of getting out of poverty. Money received from land sale last year 1522 1458 6126 2261

Source NHDR/PIDE Survey 2001.
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Under asymmetric tenurial
arrangements, the
extremely poor farmers are
obliged to pay a larger
proportion of their farm
produce compared to the
poor and the non-poor
categories

The resultant leverage and
additional social control
acquired by the landlord
obliges many poor
households to work for the
landlord without any wage
at all

IV.2 PoverTy AND UNEQUAL ACCESS OVER compared to the poor and the non-poor
THE LAND RENTAL AND CREDIT categories. For example, the extremely poor
M ARKETS have to pay 28.21 per cent of their
production value to the landlord, compared
As table 13 shows, the average farm size oto 13.39 per cent by the poor households
owner-cum-tenant households is higherand only 8.41 per cent by the non-poor
compared to any other category of tenurialhouseholds. Consequently, the extremely
status. This is true for all the income classespoor households are forced to keep only
the extremely poor, the poor and the non-39.59 per cent of their crop output for
poor. This suggests that, ceteris paribus, thdnousehold consumption, compared to 48 per
ability of farm households to increase their cent by poor households and 54 per cent by
farm size and income depends upon thenon-poor households. This suggests that the
ability to rent-in additional land. It is extremely poor and the poor households are
interesting that the average farm size oflikely to run out of their household stock of
owner-cum-tenant operators amongst thefood grain and would be obliged to purchase
non-poor is more than twice that of poor grain in the market near the end of the year
households. This indicates that the non-poowhen market prices are relatively higHer.
are able to rent-in more land than the poor toSuch households are then faced with the
enlarge their operated holdings and incomesnecessity of borrowing for food
It also suggests a certain asymmetry in theconsumption. Where this is not possible the
rural land rental market as between the pooipeasant household faces starvation. This is
and the non-poor households, as also thalso suggested by the evidence in table 1,
relative shortage of working capital amongstwhich shows that the extremely poor
the former arising from unequal access overthouseholds borrow for food consumption.
the credit market. Yet it is precisely the Poor farm households are placed under a
poorest farm households with an averagedouble squeeze: First by the power of the
farm size of only 2.3 acres (compared to 7.03landlord, who obliges them to hand over a
acres for the non-poor households) who haveelatively larger proportion of their crop
a greater need for renting-in land than theoutput as a crop share to the landlord. A
non-poor. second squeeze is placed by the seasonal
variation in the market price of grain, which
obliges the extremely poor households to
IV.3 Power, Economic Depenpence anp ~ Purchase a relatively larger proportion of
POVERTY their food consumption requirements from
the market when prices are high (see

Table 15 shows the impact of the landlord’schapter 2 for an analysis of how this
power on the disposal of produce by thePhenomenon emerged in the agrarian
poor farm households, and its direct structure).

consequence for their consumption. Under Given their food budget deficit, many

asymmetric tenurial arrangements, thetenant households in the poor and the
extremely poor farmers are obliged to pay a€xtremely poor categories are obliged to
larger proportion of their farm produce supplement their incomes by working part

Box 2 Wage Labourer on Landlord’s Farm

Muhammad Ibrahim: This case study was market rate when he works on the landlord’s
carried out in a village, Bajori Kallan, some farm. His annual income is about Rs.12,000
40 km away from district Khuzdar. Muhammadwhich is not enough to cover his consumptipn
Ibrahim is 35 years old. He is married and hasneeds. There are also other expenditures| on
four children. He is the only earning member buying seeds, fertilizer and other inputs. He
of the household. manages his expenditures by taking loans from
He works as a labourer on the farm of the the landowner and some relatives.
local landowner and also cultivates his own Ibrahim also took a loan of Rs.75,000 fro
small piece of barani land. his relative to establish his own tea shop on the
Relations with the landlord are tense, RCD (Regional Cooperation for Development)
because he makes unfair demands on Ibrahimhighway. However, his business failed. He|is
in terms of giving him a wage much below the now paying his debts in installments.
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time on the Iandlord’s owner-cultivated topie 13 Farm Size by Tenurial Status
piece of the land holding. Such poor tenants

thereby constitute a convenient source of Extremely  Poor Non-Poor  Total
tied labour supply to the landlord. It is Poor

convenient not only in the sense that their
labour is easily accessible during peak

Farm Size (Acres)

seasons when many farmers experience Owner Operator 2.32 3.43 7.03 -
Tenant 3.28 3.38 3.66 3.34
temporary labour shortage. Perhaps equally Owner Operator-cum-Tenant 3.68 4.11 8.94 5.92
important, landlords are able to pay a lower Others 1.07 6.59 19.08 7.30
than market wage rate to their dependent Total 285 3.62 7.67 4.16
tenants. Table 14 for example, shows that a Percentage of Households
substantial proportion of the poor Owner Operator 41.1 58.6 58.3 51.7
households work as wage labourers for the Tenant 45.8 25.5 10.3 30.3
landlord and that the wage rates of the pool Owner Operator-cum-Tenant 9.8 11.9 27.6 14.3
and the extremely poor households are Others 3.4 4.0 3.8 3.7

almost half the wage rates at which the non-source NHDR/PIDE Survey 2001.
poor households are able to sell their labour
in the market.

Apart from the income loss of the poor
households emanating from adverse crop
sharing contracts, an additional squeeze on
their income results fronoan dependency
on the landlord. Table 14 shows that as
many as 50.8 per cent of the extremely poor
farm households borrow a loan from the
landlord.

The resultant leverage and additional
social control acquired by the landlord
obliges many poor households to work for \';\7;’; ‘;roor”ra'r‘]"‘(;‘lglr%“; (Z;%st 50.8 294 11.7 34.4
the landlord without any wage at all. For wages (%) 9 i 25 20 T
example, table 14 shows that 57.4 per cen

Daily wages (Rupees) 28.0 43.6 60.0 40.0
of extremely poor households worked for Work for landlord

the landlord without wages. Similarly \ithout wages (%) 57.4 385 25 4 435
amongst poor households, as many as 29.=x

per cent have borrowed a loan from theSource NHDR/PIDE Survey 2001.
landlord and 38 per cent are obliged to work
for the landlord without wages.

Table 14 Loan Dependence on the Landlord and Labour Exploitation of
the Poor Peasantry

Extremely Poor Non-Poor Total
Poor

IV.4 | MpacT oF ADVERSE CHANGES IN
TENANCY ARRANGEMENTS ON INPUT
CosTs oF THE Poor

Chart 1 Loan Dependence on the Landlord and Labour Exploitation

) of the Poor Peasantry (%)
The incomes of households depend on th¢

proportion of the land owned, tenurial status
and productive use of assets. Majority of| 60.0
the extremely poor (52.5 per cent) and the

70.0

50.8
|57.4

poor (30.6 per cent) are tenants. Any| %07 ] & Extremely
deterioration in the tenancy arrangementy 40.0 — Dﬁgg[

for the tenant would therefore tend to O Non-Poor
increase poverty. As shall be seen later, thq > || = Al

tenants over time have to bear a highel 20.0
proportion of the cost of inputs thereby
reducing the incomes of the poor. No doubt,
36.2 and 56.4 per cent of the extremely poo 0.0 - -
and the poor are owner-operators buf e
because of very small land holdings they

10.0 T
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Table 15 Disposal of Crop Harvest by Income Class

Total Paid in kind Paid as rent Paid to landlord Given to Crop Sold Crop Kept
Production to labour (Value)/Total under share Relatives (Value)/Total for Own
Value (Value)/Total Production cropping agree- (Value)/Total Production Use/Total
Production Value* 100 ment (Value)/ Production Value* 100 Production
Value* 100 Total Production Value* 100 Value* 100
Value* 100
Extremely Poor 13864 1.45 1.10 28.21 0.09 29.57 39.59
Poor 22538 2.76 1.40 13.39 1.06 33.27 48.12
Non-Poor 37626 4.70 0.83 8.41 1.61 30.02 54.43

Source NHDR/PIDE Survey 2001.

Table 16 Contribution of Tenants in Inputs

(%)
1990-91 2000-2001
Tractor Labour Seeds Fertilizer Tractor Labour Seeds Fertilizer

Wheat

Extremely Poor 58 43 45 43 70 51 56 50

Poor 55 45 52 48 75 65 72 60

Non-Poor 93 59 62 57 84 69 75 64

Total 63 47 51 47 74 60 67 57
Cotton

Extremely Poor 41 20 24 24 52 28 34 34

Poor 21 8 15 15 46 31 41 38

Non-Poor 21 15 21 19 42 32 42 36

Total 30 15 20 20 48 30 38 36
Rice

Extremely Poor 24 17 16 20 29 20 19 25

Poor 22 14 13 18 25 15 14 19

Non-Poor 28 18 22 21 32 18 25 25

Total 24 16 16 19 28 18 18 23
Sugarcane

Extremely Poor 22 15 14 17 23 15 15 18

Poor 20 8 11 17 19 11 11 19

Non-Poor 17 11 10 12 20 12 13 13

Total 20 12 12 16 21 13 13 17
Total

Extremely Poor 36.3 13.8 24.8 26.0 43.5 28.5 31.0 31.8

Poor 29.5 18.8 22.8 245 41.3 30.5 34.5 34.0

Non-Poor 39.8 25.8 28.8 27.3 44.5 32.8 38.8 345

Total 34.3 22.5 24.8 255 42.8 30.3 34.0 33.3

Source NHDR/PIDE Survey 2001.
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are confronted with persistent poverty. This Changes in tenancy arrangements with
suggests that contrary to the general beliefrespect to the financial contribution of the
that poverty of a household is a short runtenants to input use on the tenant operated
phenomenon, the fact is that the tenants aréarm have become a significant factor in
generally poor and the ancestors of existinggenerating poverty. The contribution of
tenants have also been tenants. As many a®nants to input costs in the case of tractor
78.7 per cent of the existing tenants’ rental, labour, seeds and fertilizer has
fathers were also tenants. This suggests thahcreased during the period 1990-91 to
rural poverty may be endemic to the 2000-2001. For example as table 16 shows,
agrarian structure rather than a transientn the case of wheat, the contribution of the
phenomenon. tenants in the provision of tractors increased
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Table 17 Percentage Loss in Prices of Inputs Used for Selected Inputs by Economic Status

Input Type
DAP Urea Potash Nitrogen Pesticide Pesticide Total
#1 #2
Extremely Poor 7.11 14.65 — 4.23 18.57 28.57 11.78
Poor 7.98 9.74 2.86 6.67 20.29 — 9.03
Non-Poor 8.27 10.56 — 6.67 4.76 — 9.41
Total 7.81 11.32 2.86 5.45 16.84 28.57 9.89

Source NHDR/PIDE Survey 2001.

from 63 to 74 per cent, labour from 47 to proportion for the non-poor is only 9.41 peiWhile the financial burden
60 per cent, seeds from 51 to 67 per cencent (see Table 17). and input costs on the poor
and fertilizer from 47 to 57 per cent. The Irrigation is basic to the productivity intenants has increased, their
increase in the proportion of tenant’s the agriculture sector. As many as 54 peL . of control over timing
contribution to inputs for cotton has been cent of the extremely poor households d8f water application
30 to 48 per cent in the case of tractors,not have any source of irrigation and the . . ’
from 15 to 30 per cent in the case of labour,proportion falls to 45.8 per cent in case Oﬁ:omblned with adul_terated
from 20 to 38 per cent in the case of seedsthe poor and 30.3 per cent in case of tHePULS, keeps the yield per
and from 20 to 36 per cent in the case ofnon-poor. Whereas the proportion ofiCl€ Of poor peasants at a
fertilizer. For rice the tenant’s share in input households using canal as the only sour¢ew level, thereby reducing
costs has increased in the case of tractorsf irrigation is not much different, it is their net income
hiring from 24 to 28 per cent, labour from significantly different in the case of other
16 to 18 per cent and fertilizer from 19 to irrigation facilities. Moreover, most of the
23 per cent. extremely poor households are at the tail
The burden of financing input costs in end of the irrigation channel.
percentage terms even in 1990-91 was
higher for the extremely poor and poor
categories compared to the non-poor (sedV.6. INcoME Loss RESULTING FROM
Table 16). With the increase in this burden UNEQUAL Access oveErR OQuTpuT
over the decade of the 1990s, the squeeze M ARKETS
on tenant income has been intensified.
While the financial burden and input As we have seen in the preceding Section
costs on the poor tenants has increased, thelW.5, unequal access over input markets
lack of control over timing of water squeezes the income of the poor since the
application, combined with adulterated inputs they purchase have a higher price and
inputs, keeps the yield per acre of poorpoorer quality compared to those which the
peasants at a low level, thereby reducingmore influential large farmers are able to
their net income. acquire. Similarly the income of the poor
farmers is further squeezed due to unequal
access over markets for farm output. The

IV.5 IncoME Loss ResuLTinG From  government fixes the support prices for
UNEQUAL ACCESSOVER INPUT MArkers ~— SOme of the major crops but the small
farmers seldom receive these prices because
The source of input procurement alsogovernment agencies procure output from
impacts adversely the cost of production andcommission agents rather than directly from
hence on incomes of the poor. As many assma” farmers. The fO”OWing table 18 shows
28.2 per cent of the extremely poor have tothe distribution of four major crops sold in
buy the inputs from the landlords and the the market by type of buyer. _
proportion falls to only 8.7 and 2.7 per cent It shows that an overwhelming proportion
in the case of the poor and the non-poor. OrPf output sold in the case of rice, cotton and
average, the poor have to pay 11.8 per centvheat, is sold to traders and landlords who
more than the actual amount which theyconstitute an important element in the local
would have to pay in case these inputs were?OWer structure in many areas, rather than
procured from the least cost sources.directly to the government or semi-
Compared to the extremely poor, thisautonomous government organizations. It is
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Table 18 Distribution of Four Major Crops Sold in the Market by Type of Buyer (Rural Pakistan)

To whom Sold Rice Cotton Wheat Sugarcane Total
Trader 37.5 78.2 49.7 1.9 56.9
Relative/Friend 14.1 1.6 15.6 — 7.1
Neighbour 4.7 — 4.1 — 1.8
Mill Owner 28.1 0.4 — 88.5 12.8
Government 1.6 — — 1.9 0.4
PASCO — — 1.4 — 0.4
Food Department — — 2.7 — 0.8
Landlord 7.8 18.1 13.6 5.8 14.2
Others 6.3 1.6 12.9 1.9 5.5
Total 100.0 100.0 100.0 100.0 100.0
Source NHDR/PIDE Survey 2001.

el 9 [Teare e cie o in the case of sugarcane, as much as 88.5

Distortions in Output per cent of the total output was sold directly

Markets by Economic Status to the m|I_I owners. Howgver even in this
case, mill owners enjoy a virtually
Loss/Value Sold* 100  Monopsonistic positionis-a-visthe farmers

in the local area. They are able to push down

Extremely Poor 67;1424 prices of sugarcane simply by delaying
oor ' purchase in a situation where delay in the
Non-Poor 5.65 .
Total 6.55 opportunity to sell the sugarcane places the
small farmer under intense pressure. This is
Source NHDR/PIDE Survey 2001. partly because of his urgent requirements at

harvest time and partly because the sucrose
pertinent to point out that the traders andcontent of the sugarcane falls over time
the landlords give a lower price than the thereby reducing its value.
official purchase price of the government, As seen in table 19, the income of the
since, in most cases, either the poor peasanisoor is reduced by 7.44 per cent of the total
do not have direct access over governmentvalue of sales for the major crops because
agencies, or are tied into various forms ofthey were unable to get the minimum ruling
dependence (on the landlord throughmarket price. These four crops account for
tenancy and loans dependence, and o5 per cent of the total output in the crop
traders through loan dependence andsector. If the loss of income in the other sub
protection rackets). For example of the totalsectors resulting from such market
output sold, the percentage sold to traderdistortions, is also taken into account, then
and landlords is 45.3 per cent in the case othe loss would be almost doubled. If the
rice, is 96.3 per cent in the case of cottonincrease in the cost of input procurement is
and 67.3 per cent in the case of wheat. Onlyalso taken into account, then the small

Table 20 Place Where Livestock Produce Sold by Economic Status

Where Sold Extremely Poor Poor Non-Poor Total
Milk

Village 33.3 33.0 16.3 26.9
Town 21.2 19.1 16.3 18.4
Middleman 36.4 44.3 61.6 49.6
Others 9.1 3.5 5.8 5.1
Total 100.0 100.0 100.0 100.0
Butter/Ghee

Village 100.0 100.0 — 80.00
Town — — 100.0 20.0
Total 100.0 100.0 100.0 100.0

Source NHDR/PIDE Survey 2001.
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Table 21 Livestock by Economic Status

Value of Animals (Rs.)

Currently Owned in Sold during Slaughtered/ Purchased Received as
Owned the Start of Last Year Consumed during during Gift during
Last Year Last Year Last Year Last Year
Extremely Poor 17048 12641 1106 51 1706 19
Poor 23990 19438 2114 163 2103 220
Non-Poor 47414 39631 3624 303 3118 206
Total 27268 22050 2165 163 2218 159
Source NHDR/PIDE Survey 2001.
farmers are deprived of about 20 per cent 0fRs.24,000, compared to Rs.47,400 for the
their potential income from crop production. non-poor. It is noteworthy that the value of
If the income loss resulting from the animals owned has increased over the years
pressure to bribe local administration for all the three categories.
officials through provision of milk and ghee  Milk is the major product, and the
is included, then as much as one-third ofquantity produced per year varies from 702
the potential income of small farmers is lost litres of milk annually in case of the
(see following sub-section, table 22). extremely poor to 2,463 litres in case of the
non-poor (see Table 22). The extremely
poor households consumed 84 per cent of
IV.7 Mik AnD Mitk Propucts anp Incove  the total milk they produced. The ratio
LossTo THE LocalL POWER STRUCTURE declines to 76 and 66 per cent for the poor
and the non-poor, respectively. Since the
Besides land, livestock is another major€xtremely poor have a small amount to sell,
asset of the farming community especially they are able to earn from the sale of milk
of the poor. It p|ays a major role in Only R51,898 Compared to RS5,980 by the
providing nutrition to the farming Poor and Rs.19,202 by the non-poor.
community. Whether the farmers are poor\Whereas production of the extremely poor
or extreme|y poor, they do own some and the non-poor has a ratio of 1 to 3.5, the
anima|s; Ownership of animals is less sales ratio is 1 to 10. Another interesting
skewed than the ownership of land. Valuefeature is that whereas the extremely poor
of animals owned by the extremely poor andand the poor are pressurized to provide a
the poor ranges between Rs.17,000 tdelatively large proportion of their milk
Table 22 Production and Income from Livestock by Economic Status
Extremely Poor Poor Non-Poor Total
Milk
Quantity produced (Litres) 701.85 1079.96 2463.72 1380.56
Quantity consumed from own production (%) 83.83 75.60 66.35 74.92
Quantity sold (%) 12.39 23.63 33.78 23.85
Sale value (Rs.) 1898 5980 19202 8672
Value of produce given to Patwari (Rs.) 0 0 8 2
Value of the produce given to other officials (Rs.) 72 197 7 116
Value of produce given to Imam Masjid (Rs.) 35 10 51 27
Butter/Ghee
Quantity produced (Kg.) 24.89 47.42 73.00 51.21
Quantity consumed from own production (%) 94.12 89.24 95.80 92.49
Quantity sold (%) 5.88 11.07 3.33 7.47
Sale value (Rs.) 26 203 43 114
Value of produce given to Patwari (Rs.) 0 0 0 0
Value of the produce given to other officials (Rs.) 0 0 0 0
Value of produce given to Imam Masjid (Rs.) 0 4 0 2

Source NHDR/PIDE Survey 2001.
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In the relatively few cases
where the extremely poor
do engage in disputes, the
cost of mediation
(Rs.18,333) places a
crippling burden on them
since it is more than their
annual household income

output to the officials in the area, it does poor do engage in disputes, the cost of
not form a significant proportion in the case mediation (Rs.18,333) places a crippling
of the non-poor (see Table 22). burden on them since it is more than their
All the three income classes also produceannual household income. Yet inspite of
butter and ghee. The annual quantity ishaving spent such a large amount of money,
25 kg in case of the extremely poor andisually by taking out loans or selling
73 kg in case of the non-poor. Most of thisvhatever few assets they have, the
is consumed and it is only the poor who sellpercentage of successful resolution of
11 per cent of the total quantity (see disputes in the case of the extremely poor is
Table 22). the lowest amongst the three income classes
(38.5 per cent). In the case of the non-poor,
the percentage of reported disputes resolved
V. DISPUTES AND THE ECONOMIC is much higher at (80.8 per cent) indicating
COST OF SEEKING RESOLUTION the role of their relatively greater social
influence in dispute resolution.
Given the powerlessness of the poor and As table 23(b) shows, the greatest
their vulnerability to social and economic proportion of disputes related with money/
injustice within the local power structure, credit occurs in the case of the poor (61.2
the poor are engaged in a variety of disputesper cent) and to a much lesser extent in the
The NHDR/PIDE Survey 2001 has other two income classes, being 22.2 per
investigated the frequency and type ofcent for the extremely poor and 16.7 per
disputes for various income classes of thecent for the non-poor. In the case of land
poor and the cost of mediation as well asdisputes, again the highest proportion occurs
the rate of successful resolution. in the case of the poor (42.9 per cent) with
As table 23(a) shows, the highestthe extremely poor also facing a substantial
frequency of reported disputes occurs in theproportion of land disputes (21.4 per cent).
case of the poor, while the extremely poor,In disputes related with honour or ‘loss of
perhaps due to their acutely constrainedface’, again the greatest percentage occurs
economic circumstances, are often notamongst the poor (47.1 per cent) with the
prepared to take on the burden of a disputefigure in the case of the extremely poor
Their disputes as a percentage of the totabeing 17.6 per cent, and in the case of the
disputes is 17.1 per cent, with the figure for non-poor being 35.3 per cent.
the non-poor being 34.2 per cent. In the The data show that in all the three
relatively few cases where the extremelyincome classes, the poor by and large tend

Table 23 (a) Frequency of Disputes, Resolution and Cost of Resolution by Economic Status
(Cases Reporting Disputes only)

Economic Status Distribution of Amount Spent on Reported
Reported Disputes Mediation (Mean) Disputes Resolved (%)

Extremely Poor 17.1 Rs. 18,333 38.5

Poor 48.7 Rs. 12,074 59.5

Non-Poor 34.2 Rs. 18,264 80.8

Total/Average 100 Rs. 15,123 63.2

Source NHDR/PIDE Poor Communities Survey 2001.

Table 23 (b) Type of Dispute by Economic Status (Dispute Reporting Cases only)

Economic Status Land Dispute Water Dispute Money/ Honour Other
Credit Dispute Dispute

Extremely Poor 21.4 = 22.2 17.6 13

Poor 42.9 — 61.2 47.1 47.8

Non-Poor 35.7 100 16.7 35.3 39.1

Total 100 100 100 100 100

Source NHDR/PIDE Survey 2001.
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to avoid involving the police. This is Table 24 Police Involvement in Disputes and Amount of Bribe Money

indicative not only of the perceived
inefficiency of the police in handling

Paid by Economic Status

disputes, but also the danger of harassmer gconomic
by them. This is quite apart from the bribe status

money that has to be paid to register anc

pursue a case with the police, whether it is
theft, violence or kidnapping. As table 24

shows, the extremely poor involve police yon-poor
in only 1 per cent of the disputes, the poor Average

Police Bribe Money
Involvement Paid to
in any Dispute (%) Police
Extremely Poor 1 Rs.16,171
2.8 Rs.14,517
4.9 Rs.35,558
2.5 Rs.22,648

to the extent of 2.8 per cent and the non-
poor to the extent of 4.9 per cent. The
relatively low involvement of police in the

Source NHDR/PIDE Survey 2001.

disputes of the poor is explained to some
extent by the fact that a relatively large
amount of bribe money has to be paid to
the police just to register a case. In the
case of extremely poor the bribe money
paid to police, in cases where it was
involved was Rs.16,171, in the case of the
poor, it was Rs.14,517 and in the case of
the non-poor, it was Rs. 35,558.

VI. POVERTY AND ILLNESS

The NHDR/PIDE Survey 2001 shows that
the poor are not only afflicted by a high
frequency of illness but also, the high cost
of medical treatment constitutes a major
factor in pushing people into poverty.

Box 3 Moving into Deep Poverty

Shehnaz Bibi: She lives in Mohalla thousand rupees were household savi
Shamspura which is an impoverished while forty thousand rupees wer
urban neighbourhood (Lahore). Her borrowed from relatives. Besides th
husband, Niamat felt pain in his kidneys loss of her husband, Shahnaz had a
a few years ago. He took medicine from to bear the loss in goods which Niam
a local private practitioner irregularly. had sent to other cities for sale. No
With the passage of time, his kidney she is in debt of nearly forty thousarn
problem became serious and he wasrupees and is worried about paying
admitted to a hospital for two months back.

last year. When he recovered from the  She is living in this household wit
kidney problem he returned home. After her six children, three sons and thr|

some days, he was struck by an daughters. At present, Shehnaz Bibi,|i

unknown disease and had to be carriedearning a livelihood for her family. Sh
to the Mayo Hospital. In the evening of takes a few goods from the man
the second day, a little blood came out (market) and then carries them on Hh
of his mouth and he passed away. head in a wicker basket for sale. S
Shehnaz spent sixty thousand rupeesearns sixty to seventy rupees daily.

er
he

on her husband’s treatment. Twenty

The poor due to inadequate nutrition and
hence lowered immunity are relatively more

susceptible to disease. Moreover the lack of

access over safe drinking water as well ashy the National Health Survey of Pakistan.
unhygienic conditions of production, storage It shows that in rural areas, amongst low
and consumption of food would be expectedincome women of 45 years age and above
to result in a relatively high frequency of as many as about 45 per cent suffer from
disease amongst the poor. It is not surprisingpoor health and over 80 per cent suffer from
that our data show that 55 per cent of thepoor to fair healtd.Amongst men in rural
poor and 65 per cent of the extremely poorareas, almost 60 per cent suffer from poor
in the NHDR/PIDE 2001 poor communities to fair health. Similarly children under 5
survey, were ill at the time of the survey years of age in rural Pakistan have on
(see Table 25). The high prevalence of pooraverage six episodes of cough and fever
health amongst the poor is also borne outduring the yeat?

Table 25 Percentage of Poor Who are Sick, Number of Days of Sickness, Treatment Expenses and Distance
Travelled for Medical Consultation (Head of Household only)

Economic Status Sick at the Time of Number of Days in Treatment Patients
Survey (%) Current Sickness Expenses Travelling over 6
(Mean) (Rs.) kms. (%)
Extremely Poor 65.1 94.9 1885 49.4
Poor 55.6 27.4 497 29.5

Source NHDR/PIDE Survey 2001.
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Chart 2 Type of Health Facility Used by Sick Persons within Each Economic Category

O Homeopath, Hakim and Others

B Community Health Worker

O Compounder or Chemist

[0 Government Dispensary

B Government Hospital

O Private Medical Practitioner
(Allopathic)

64.4

54.4
45.9

Poor Non-Poor All

Economic Status

The NHDR/PIDE Survey
2001 shows that not only
65.1 per cent of the
extremely poor respondents
were sick at the time of the
survey but that they had on
average suffered from their
current sickness for the last
ninety-five days

The NHDR/PIDE Survey 2001 shows hospitals, 8.0 per cent to government
that not only 65.1 per cent of the extremelydispensaries and only 5.6 per cent to
poor respondents were sick at the time ofhomeopathshakimsand others.
the survey but that they had on average Ironically, a large number of private
suffered from their current sickness for the allopathic medical practitioners who are
last ninety-five days (see Table 25). Theconducting private practices in the rural
NHDR/PIDE Survey shows that rather than areas, are poorly trained and have grossly
going to homeopathshakims or even inadequate diagnostic facilities. The result
government hospitals and dispensaries, thés that when the poor fall ill they suffer for
poor predominantly go to private allopathic a protracted period and get locked into a
medical practitioners. This is reflective of high cost source of medical treatment. As
the desire of the poor to get the best possibléable 25 shows, the extremely poor spend
medical treatment for their loved ones. It is Rs.1,885/ on their current illness and 49.4
also reflective of the poor quality of most per cent of the patients have to travel over
government medical facilities and of the six kilometers for their medical consultation.
lack of access of the poor over the betterGiven the high cost of medical treatment
ones. As table 26 and chart 2 show, of theand protracted illness due to inadequate
poor in the various income classes, ondiagnostic facilities, in many cases the poor
average, 54 per cent go to private medicalare forced to sell whatever few assets they
practitioners, 13.3 per cent to governmenthave and to finally borrow money to finance

Table 26 Type of Health Facility used by Sick Persons within each Economic Category

Distribution of sick persons by type of Health Facility Used

Economic Private Govt. Govt. Compounder Community Homeopath, ROW
Status Medical Hospital Dispensary or Chemist Health Hakim and TOTAL
Practitioner Worker others
(Allopathic)
Extremely Poor 57.8 12.0 7.2 13.3 1.2 8.4 100
Poor 45.9 16.3 8.2 22.4 0.9 6.1 100
Non-Poor 64.4 8.9 8.9 15.6 — 2.2 100
Average 54.0 13.3 8.0 17.7 0.4 5.6 100

Source NHDR/PIDE Survey 2001.
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the treatment of their loved ones. The Table 27 Duration of Operation, Sale and Net Profit of Non-Agricultural

poignancy of the human condition of the

Y . Enterprises by Economic Status
poor in this context is that as they undertake

the noble act of providing succour to their Extremely Poor Non-Poor  Total
family members, they get pushed deeper Poor
Into poverty. All Pakistan
Duration of Operation (Months) 11 11 11 11
Sales (Rs.) 76438 121698 173261 12922
VIl. MICRO-ENTERPRISES AND Net Profit (Rs.) 43670 29689 63160 42673
POVERTY ALLEVIATION
Urban
Whereas land ownership has been a majo Duration of Operation (Months) 11 1 11 11
factor in determining the probability of Sales (Rs.) 93930 169470 198355 154161
being poor in the farm sector, productivity Net Profit (Rs.) 55395 36686 53373 44147
of micro-enterprises would be important for
the large proportion (42.7 per cent) of the RIEY .
. . Duration of Operation (Months) 12 11 10 11
work force that is engaged in the non- o, o e 32125 46999 164897 102574
agricultural sector [see annexure 3(e)]. In net profit (Rs.) 13185 19131 66422 41102
general, productivity of micro-enterprises in
which most of the poor work, is low, and Source NHDR/PIDE Survey 2001.
therefore, the employees have low incomes
and tend to fall below the poverty line. would be an important factor in povertyEnhancing sales and net
reduction. profits of enterprises run by

Non-farm enterprises are about two-fifthhe poor could contribute

VII.1 O ccuPATIONAL STATUS OF THE POOR of the total enterprises. [See annexure 3(f)§ignificantly to poverty

IN THE NON-AGRICULTURAL SECTOR The poor and the extremely poor ar

AND THE TYPES AND PROFITABILITY OF  associated with those organizations whic

M IcRO-ENTERPRISES employ less than ten employees. The

productivity levels and employment

Whereas non-agriculture enterprisesgenerating capacity of these enterprises are
account for almost 40 per cent of the totalsignificant determinants of the poverty
enterprises in the rural areas, almost all thdevels. Whereas the households involved in
labour force (in our sample) in the urban operation of these enterprises reported
areas, is engaged in non-farm enterprisesoperations of eleven months, effective work
In the rural areas, as many as 57.2 per cergeems to be much less when their sales and
of the extremely poor are farmers andnet profits are taken into consideration. The
another 32.4 per cent are absorbed in thenterprises run by the extremely poor (all
household establishments employing lessPakistan) have annual sales of Rs.76,438
than ten persons, or carry out other manuabnd net profit of Rs.43,670 (see Table 27).
work [see annexure 3(f)]. Most of the poor The sales volume in the rural areas of micro
in small establishments are employeesenterprises run by the extremely poor is only
rather than employers, and as such, theRs.32,000 and profits merely about
probability of falling below the poverty line Rs.13,000 annually (Table 27). The volume
is quite hight!Similarly, in the urban areas, of business is rather small. Enhancing sales
most of the extremely poor and the poorand net profits of enterprises run by the poor
are in micro-enterprises; the proportion could contribute significantly to poverty
being 57.0 and 52.1 per cent respectively.reduction.
Location of these enterprises also plays an
important role in determination of income
levels. Most of the enterprises of the VI.2 ProBLEMS IN RUNNING Micro-
extremely poor and the non-poor are ENTERPRISES
located in the house itself or in a small
shop. A large proportion of them are also Most of the enterprises have not reported
street vendors. None of the extremely poorany specific problem out of a sense of utter
run a micro-enterprise unit of their own in frustration. However, little less than half of
the industrial sector. Enabling the poor to the extremely poor have been able to voice
set up their own micro enterprise units their problems which relate to lack of funds,

eduction
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Table 28 Type of Help Needed to Expand Business/Enterprise by

Economic Status

poor, reported to have paid bribes (see
Table 29). In the rural areas, the incidence
of bribe is greater than in the urban areas.

The average amount of bribe in case of the

Location of Extremely Poor Non-Poor Total

Enterprise Poor extremely poor is Rs.6,833, in the case of
Pakistan the poor Rs.6,060 and the non-poor,
redt s 3 ess ear S e indeated earlier due to
Better Location 25.0 18.4 20.7 20.6 .

Recovery Loan - 20 . 1.0 marketmg'problems, the poor may havg
Transport 12.5 6.1 10.3 gg been deprived of at least one-third of their
Others _ 8.2 3.4 4.9 earnings. Moreover, in the case of the urban
Urban areas, the extremely poor had to pay the
Credit 63.2 72.4 71.4 69.1  highest rate of bribe to run the business but
Better Location 26.3 17.2 14.3 20.0  the pattern in the rural areas reverses.
Transport 10.5 6.9 = 7.3 The NHDR/PIDE Survey data provide
Others - 3.4 14.3 3.6 support to the frequent allegations of
E:gg:t 50.0 &5 636 o corruption in obtaining loans for small
Better Location 20.0 20.0 957 213 busmesses. In our S'urvey data, about 17 per
Recovery of Loan T 50 _ 5q centis the rate o.f bribery as a percentage of
Transport 20.0 5.0 13.6 106 theloan. Interestingly enough, the extremely
Others _ 15.0 _ 6.4 poor have to pay 14 per cent, poor 16 per
Total 100.0 100.0 100.0 100.0 cent and the non-poor 19 per cent. Whereas

Source NHDR/PIDE Survey 2001.

in the urban areas the ratio is rather small,
in the rural areas it is quite large.

Delay in the loan delivery also impacts
high costs, police harassment, Municipalon business activities and is one indicator
Corporation/Committee harassment, un-of corruption. The households have to make
certainty in supply of inputs, uncertainty of frequent visits, which also involves
earnings, sale on credit, governmentexpenditure and bribe to obtain the loan. The
disturbance, transportation problems,reasons cited for delay are, complicated
locality problems and others [see procedures, lack of collateral, unacceptable
Annexure 3 (a)]. lending source and non-availability of funds.

Lack of funds has been reported as aAs much as 41.4 per cent of the borrowers
major problem by both the rural as well asin the urban areas and 9.7 per cent in the
the urban enterprises. The problems wereural areas, complained about the delay.
similar in all the three categories, as were A significant aspect of loans received by
reasons given for the decline in businessmicro enterprises is the high default rate.
An overwhelming proportion felt that Only 4.9 per cent of the loans received have
enhanced availability of credit would be been repaid on time [see annexure 3 (Q)].
helpful in the business. Better location hasThe reasons given for delay in repayment
been the second most important factor andf loans are crop failure and losses in micro
lack of transport facilities as the third. The enterprises. Another factor in the failure to
last two in fact are related to marketing repay loans is due to the fact that they have
problems (see Table 28). been used for purposes other than those for
which they were borrowed.

VII.3 M icro-ENTERPRISES, LocaL Power

STRUCTURE AND CORRUPTION Vill.  CREDIT FOR THE POOR:

WHERE DOES IT COME

Running a small business without social FROM, WHERE DOES IT GO?

influence over the local power structure is

problematic. The police, tax departments,Since credit has been one of the major
municipal committee staff etc. often do not factors constraining the growth of the micro-
allow unhindered functioning unless the enterprises, as well as the productivity of
officials are bribed. It is significant that 16.7 the small farm sector, the issue of credit
per cent of the extremely poor, in availability needs to be analyzed. In this

comparison with 6.7 per cent of the non- Section, we will examine the following
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Chart 3 Prevalence of Bribe Payment to Run Business/Enterprise, by Economic Status
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questions: to what extent do poor poor and the non-poor householdsDnly 35.6 per cent of
households in various categories receiverespectively. households have had access
loans? for what purpose are they used? how The amount borrowed not surprisinglytq |0ans
are the total loans provided to themrises with the income level. It rises from
distributed amongst various loan giving Rs.12,925 for the extremely poor to
sources? and what is the average size oRs.18,152 for the poor and Rs.36,642 for
loan disbursed by various sources tothe non poor categories (see Table 31). The
different categories of the poor? In this credit as percentage of the income is 82.1,
context, we will also examine the relative 46.4, and 36.4 in the extremely poor, the
importance of the NGOs as a credit sourcepoor and the non-poor categories,
for the poor, and their relative effectivenessrespectively. The percentage of households
in targeting their claimed beneficiaries. receiving loans amongst the non-poor is
lower in the urban areas than in the rural
areas. Overall, the reliance of the rural
VIII.1 E xTENT OF BORROWING AND SOURCES households on credit has been higher,
OF LoaANs

According to our survey (see Table 30), only
35.6 per cent of households have had acces
to loans and the proportion does not vary

Table 29 Bribe Payment to Run Business/Enterprise by Economic Status

substantially across the categories of Extprigely Poor R
extremely poor and poor households.

However, the proportion is significantly Proportion who paid bribe

lower in the urban areas, where only 16 per Pakistan 16.7 11.8 6.7 11.4
cent of the households have been able tc Liiban 158 10.3 s 2o
receive loans. However, the proportion is RO . A0 0 i) —
o . . Amount of bribe (Rs.)

similar across all the income categories. For Pakistan 6833 6060 9257 6879
the r_ural areas t_he propor'_uon of households Ui 8700 5664 1200 5594
receiving loans is lowest in the case of the Rural 3100 6544 15300 8420

extremely poor, i.e., 37.3 per cent compared
to 44.7 per cent and 47.7 per cent for theSurce NHDR/PIDE Survey 2001.
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noteworthy. First, NGO intervention is
relatively insignificant. Of the total number
of loans received by all the three income
Extremely Poor Non-Poor  Total classes, from all the sources, the NGOs
Poor provided only 1 per cent of the loans in the
urban areas and 0.8 per cent of the loans in
the rural areas [see annexure 3(h)]. Second,
the NGOs cater to the non-poor households
to a much greater extent than to the poor
Rural 373 44.7 47.7 423 households. For example, of the total
number of loans received from the NGOs,
in rural areas as much as 50 per cent have
been received by the non-poor households,
First, NGO intervention is  48.7 per cent, compared to 39.8 per cent i&3.3 per cent by the poor households and

Table 30 Percentage of Households Which Received Loans during Last
12 Months by Economics Status

All Pakistan 32.1 36.4 41.9 35.6

Urban 17.6 14.5 18.4 16.2

Source NHDR/PIDE Survey 2001.

relatively insignificant. Of  the urban areas. 16.7 per cent by the extremely poor
the total number of loans While the rural areas have received morehouseholds [see annexure 3(h)].
received by all the three loans, that does not mean that more

institutional credit has been made available
to them. As much as 80.3 per cent of theVIIl.2 T HE Purpose oF LoaNs, RATE oF
total loans are obtained either from the INTEREST AND THE PROBLEM OF
_onIy 1 per cent of the loans shopkeepers or from friends and relatives | NDEBTEDNESS
in the urban areas and 0.8 [see annexure 3(h)]. In the extremely poor
per cent of the loans in the households, shopkeepers account for 39.TThe loans taken by all the three types of
rural areas [see annexure  per cent of the total loans and the relationshouseholds in the urban, as well as the rural
3(h)]. Second, the NGOs account for another 39 per cent. As regardsareas have been predominantly for meeting
cater to the non-poor the ADBP, only 1.0 per cent households of consumption needs (see Table 32). The
households to a much extremely poor have received a loan fromproportion of loans used for consumption
greater extent than to the the ADBP. Thg proportion rises slightly to purposes is 56.8 per cent in case of the
5.1 per cent in the case of the non-poor.extremely poor and 65.1 per cent in case of
poor households . .
Moreover, whatever the loan provided by the poor, in the urban areas, and 69.0 and
ADBP, the extremely poor who are 40 per 57.5 per cent, respectively, in the rural areas.
cent of the total rural households constituteSince institutional creditors would not
only 13.6 per cent of the total ADBP officially provide loans for consumption
recipients, the poor 50.0 per cent. Thepurposes, friends and relatives are the major
non-poor, by contrast, who are less thanlenders.
20 per cent of total households, have Data on the annual mark ups provide
received as much as 36.4 per cent of thdnteresting insights: average mark-up is only
ADBP loans. This suggests that the 2.1 per cent and even lower for the poor
institutional credit tends to flow to relatively and the extremely poor (see Table 33).
richer sections of society. In the urban areasHowever, this is because they receive loans
the commercial banks do not provide anyfrom relatives which are interest free. By
loans to the extremely poor. contrast, the average mark-up by the money
Whereas much is being made aboutlender is around 48 per cent. It rises to 58.8
NGOs providing credit, two aspects of per cent in the case of the extremely poor
empirical evidence in this regard are and 60 per cent in the case of the poor, but
falls sharply to just 17 per cent for the non-
poor. In the very few cases where NGOs
Table 31 Credit Received During Last 12 Months by Economic Status are providing loans to the extremely poor,

they are interest free. The interest rate rises

income classes, from all the
sources, the NGOs provided

Extremely — Poor  Non-Poor  Total {5 19 per cent for the non-poor. The same

Poor pattern is observed in the case of ADBP.

All Pakistan 12,925 18,152 36,642 19,591 Here the rate of interest for the extremely
poor is 8 per cent, which rises to 17 per
Urban 14,045 25,084 26,870 20,281 cent for the non-poor. However, access to a
public sector development bank such as the

g 12,699 17,096 37,496 19483 ADBP or even NGOs is rather limited. The
Source NHDR/PIDE Survey 2001. commercial banks on the other hand do not
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provide any loan t'o the extremely poor. The Table 32 Purpose of Loan by Economic Status
rate for the poor is 19 per cent and for the

non-poor only 10 per cent. The mark-up Extremely Poor Non-Poor  Total
charged by factory/mill owners is 13.0 per Poor

cent for the extremely poor, but it falls to
3.0 and 5.1 per cent in the case of the poo

All Pakistan

Agricultural inputs 4.9 6.5 11.9 7.0
and ;he non-poor (Seefz 'Lable 3?)r'l hol Purchase of any other property 4.6 7.8 7.0 6.5
That 70'per cent of the lrur(?l _9“59 olds Shop/Hotel/Other Non-Farm Activity 5.6 5.5 6.9 5.8
never applied for any loan is significant and Consumption Purposes
may be mainly the result of a lack of including Ceremonies 67.2 58.3 51.6 60.2
collateral. While 75.0 per cent could not Others 17.7 21.9 22.6 20.5

provide the collateral, the lack of awareness Urban

relating to the procedure of obtaining loans Consumption Purposes

has been another problem. At least one- including Ceremonies 56.8 65.1 35.7 57.4
quarter of the extremely poor households Shop/Hotel/Other Non-Farm Activity 4.5 4.7 — 4.0

reported that their loan application was Purchase of any other Property 4.5 2.3 — 3.0
rejected because they did not pay any bribe OMe's £l 0 8549 35.6

[see annexure 3(i)]. In some cases, however Rural
: ’ Agricultural inputs 5.7 7.3 13.1 7.9

the loan application has been rejected Purchase of any other property 4.6 8.0 7.6 6.7

because the household has not returned th shop/Hotel/Other Non-Farm Activity 5.7 5.6 7.6 6.0

previous loan. Consumption Purposes 69.0 57.5 53.1 60.6
As was noted earlier, the loans have beer Others 15.0 21.6 18.6 18.8

a high percentage of their incomes
. . Source NHDR/PIDE Survey 2001.
especially for the poor. Since the loans have

been used to meet the consumption needs
by an overwhelming proportion, there is Table 33 Average Annual Interest/Mark-up Rate by Source of Loan and

little likelihood that they will be repaid. Economic Status
Therefore, the indebtedness in both the rura
and urban areas has increased sharply. Th Extremely ~ Poor ~ Non-Poor  Total
extremely poor persons on average (all Poor
Pakistan) are indebted to the extent of ADBP 8.17 13.47 17.44 14.19
Rs.28,137 and the figure rises to Rs.57,78C Commercial Bank — 19.00 10.44 13.03
in the case of the non-poor. Indebtedness a NGO 0.00 8.33 19.00 11.71
a proportion of income shows the acuteness Input Supplier 8.33 4.55 30.00 8.42
of the problem. The indebtedness of the Landlord 0.06 0.84 0.00 0.32
extremely poor is 276.1 per cent which g[}‘::gk'\élggg Lender 53'22 68'?8 13'% 45'23
ggclzlne;se:o 07656? jo ‘iﬁr: fr‘l’('; r:hsor;c;or(sa;g Factory/Mil 13.00 3.00 5.08 5.25
) Lo - - Commission Agent 1.67 25.00 0.00 6.88
Table -34). The high indebtedness is a majC pyjgnqs/Relatives 0.55 0.73 2.93 1.07
hurdle in poverty alleviation programmes Tqtq 1.93 1.52 4.09 212
based on credit alone.
Source NHDR/PIDE Survey 2001.
CONCLUSIONS Table 34 Total Indebtedness (Mean) of the Sample Households by
Economic Status
In this chapter we have attempted to
examine essentially two questions on the Extremely Poor Non-Poor Total
basis of the NHDR/PIDE 2001 Survey data: Poor
(1) Who are the poor? (2) What pushes then |,qebtedness
into poverty and what are the mechanisms ajl pakistan (Rs.) 28137.24 29170.99 57780.83 34057.67
which keep them poor? In this context we Urban (Rs.) 55825.00 33527.03 30350.00 43413.79
have analyzed the processes of poverty Rural (Rs.) 21785.28 28843.65 60800.00 32594.09
generation by showing how asymmetric As a percentage of Income
access of the poor to local markets and the All Pakistan 276.09 75.84 53.17 142.82
functioning of local power structures Urban 166.10 58.71 33.61 104.49
Rural 298.55 78.28 54.95 148.70

deprives the poor of a large proportion of
their actual and potential income. We have source NHDR/PIDE Survey 2001.
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also identified some of the major economic
and social features of the poor population.
This was specifically with respect to the
sources of income of the poor, the sources
of their loans and level of indebtedness, their
major occupations, their health status, the
types and costs of health facilities they use
and finally the types of disputes they face
and the costs of resolution.

Some of the major conclusions that
emerge from our empirical analysis are as
follows:

1. Poverty and Modes of Financing

Consumption

household consumption. The data
clearly show that the reason why the
income of poor migrants is low is
because 73.9 per cent of the migrants
are illiterate or just have primary
education. The income of non-poor
migrants was higher because of their
better educational status.

Clearly improved education and
skill training of the poor can play a
role in poverty alleviation by
improving the incomes of migrant
workers who send remittances to
their families.

Policy Implications: Given the fact that the

average total household receipts of the
(i) The basic difference between the extremely poor are only 80 per cent of their
extremely poor and the poor minimum food consumption requirements,
categories is that in the former an increase in the volume &lakat funds,
category, the total annual householdimproved targeting of beneficiaries and
income (Rs.15,350) is substantially greater efficiency in the administration of
less than the food consumption Zakatfunds is required.

requirement (Rs.18,497), while in

the latter, the annual total household 2. Moving into and Out of Poverty

income (Rs.40,566) is sufficient to
fulfill the food consumption

requirement. Consequently, the
extremely poor are obliged to use
loans to buy food. Since availability
of loans to the poor is extremely
limited, they suffer from acute
nutritional deficiencies.

(ii) Various forms of charity provide a

significant source for financing the
consumption requirements of both
the extremely poor and the poor
households. Two features emerge
from the data in this regard: (a)
Charity from the private sector is
three times as large as that from the
public sector. (b) The non poor are
also significant recipients of the
government'sZakatfunds which are

(i) The data show that the employment

status and income level of the second
earner of a household is the key
determinant of the probability of
moving out or falling into poverty.
Here again the income level of the
second earner is influenced by her/
his education level.

(i) A predominant proportion of the

major earners in both rural and urban
areas in poor households are
unskilled workers engaged in low
productivity and low income

occupations. The mobility of such
unskilled workers across occupations
is also low.

Policy Implications: Vocational Training

supposed to go exclusively to the and apprenticeship programmes to impart
poor. This indicates inefficient technical skills after primary education to
targeting of beneficiaries in the workers from poor households could
disbursement oZakatfunds. contribute to poverty alleviation.

(iif) Remittances constitute a major 3. Local Power Structures and the
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source of supplementary income for
poor households. An improvement in
the education level and hence

Poverty Process

(i) Our data show that due to the

increase in the incomes of the
migrants could significantly increase
the remittances component of

landlord’s power over small tenants,
the extremely poor tenant farmers
are obliged to pay as crop share a



larger proportion of their farm

produce compared to the non-poor
tenant farmers. For example, the
extremely poor have to pay 28.21 per
cent of their production value to the
landlord compared 8.1 per cent by
the non-poor tenant farmers.

(i) Consequently, the extremely poor

households can keep only about 40
per cent of their crop output for
household consumption, compared
to 48 per cent by poor households
and 54 per cent by non-poor
households. This evidence suggests
that the extremely poor and poor
households are likely to run out of
their household stock of food grain
and be obliged to purchase grain in
the market at the end of the
production cycle when market
prices are high. Such households are
forced to borrow for food
consumption or face starvation. This
is also suggested by our evidence

(v) The data show that the tenancy

contracts of poor tenant households
were not only more adverse than
non-poor ones, but also during the
last decade the tenancy arrangements
for the poor have worsened. Since
the majority of the extremely poor
(52.5 per cent) are tenants, any
deterioration in tenancy arrange-
ments would therefore increase
poverty. The data show that the
financial contribution of tenants to
input costs of production have
increased substantially and have
become a significant factor in
poverty generation. For example in
the case of wheat, the contribution
of the tenants in the financing of
tractor hiring costs has increased
from 63 to 74 per cent, the labour
cost contribution of poor tenants has
increased over the period from 47 to
60 per cent, seeds from 51 to 67 per
cent and fertilizer from 47 to 57 per
cent.

that poor households borrow for

food consumption. Policy Implications: (i) NGOs engaged in

human rights advocacy, Lawyers

(iii) Given their food budget deficit many Associations, and apex organizations of
poor tenant households are obligeddevelopment NGOs could form a
to supplement their incomes by consortium facilitated by the government to
working part time on the landlord’s enable the poor tenants and farm labourers
owner cultivated piece of the toform a Small Tenant and Farm Labourers
landholding. Given their power, the Union, at the district, provincial and national
landlords, are able to pay a lower levels. The purpose would be to negotiate
than market wage rate to their within the existing legal framework to
dependent tenants. The data showachieve fair wage and tenancy contracts for
that a substantial proportion of poor the farm sector. (ii) Facilitating the
tenant households work as wageemergence of autonomous organizations of
labourers for the landlords and the the poor and their institutional linkage with
wage rates of the poor are almosteach tier of local government, could enable
half the wage rates at which the non-the poor to break out of the nexus of the
poor households are able to sell theirlocal power structures and unequal access
labour in the market. over markets, and thereby reduce their

income losses (see chapter 5).

(iv) Due to inadequate access of the poor
over institutionalized credit markets
as many as 50.8 per cent of 4. Income Loss Resulting from Unequal
extremely poor households borrow  Access over Input Markets
from the landlord. The resultant
increase in leverage and additional As many as 28.2 per cent of the extremely
social control by the landlord, poor peasants have to buy their inputs from
obliges many poor households to the landlord. The data show that on average
work for the landlord without any the poor have to pay 11.8 per cent more
wage at all (57.4 per cent of than the actual amount which they would
extremely poor households worked have to pay in case these inputs were
for the landlord without wages). procured from least cost sources.
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5. Income Loss Resulting from Unequal 62 per cent of the respondents in the NHDR/
Access over Output Markets PIDE 2001 Survey, were ill at the time of
survey. These findings are supported by the
The data show that an overwhelming National Health Survey of Pakistan data,
proportion of output sold by the poor which show that amongst low income
farmers in the case of rice, cotton and wheatpersons of 45 years and above, as many as
is sold to traders and landlords who 45 per cent suffer from poor health and
constitute an important element in the local80 per cent suffer from poor to fair health.
power structure in many areas. The data als@ur NHDR/PIDE data also show that most
show that the traders and landlords give aof the ill respondents had been suffering for
lower price to the poor farmers, than the a protracted period. As many as 54 per cent
official purchase price of the government. go to private medical practitioners, 49.4 per
The income of the poor was reduced by 7.44cent travel on average over six kilometers
per cent of the total value of sales for thefor their medical consultation, and the
major crops because they were unable tcextremely poor had spent Rs.1,885 on their
get the minimum ruling price. current illness. In many cases the poor are
If the income loss resulting from market forced to sell whatever few assets they have
distortions in the output and input marketsand then borrow to finance medical
are taken into account then the small farmerdreatment of their family members.
are deprived of about 20 per cent of their
income. If the income loss resulting from Policy Implications: Improving the
the pressure to give bribes and to providenutrition, preventive hygiene, provision of
local administration officials with free milk safe drinking water, improving the service
and ghee is included, then the income losdelivery of basic health units, public
is as much one-third of the householdtransport, and improved diagnostic and
income of the poor peasant. treatment capabilities of Tehsil and District
Here again facilitating the emergence of Hospitals are urgent imperatives to deal with
autonomous organizations of the poor andthe crisis of health and poverty.
giving them a greater influence over local
government institutions could enable the
poor to improve their access over local 8. Micro-enterprises and the Poor
markets for inputs and outputs (see
chapter 5). In general the productivity of micro-
enterprises (in which 42.7 per cent of the
workforce in the non-agriculture sector are
6. Disputes and Poverty employed) is low. In the urban areas most
of the poor are employed in micro-
The data show that 48.7 per cent of reportecenterprises. The enterprises run by the poor
disputes occur in poor households and 17.Jhave low annual sales and even lower net
per cent in extremely poor households. Theprofits. The poor households who run micro-
average cost of mediation is Rs.18,333enterprises have reported a number of
which is higher than the annual householdproblems as possible causes of their low
income of the extremely poor. Yet despite profits. These include, lack of funds; high
bearing this crippling burden (usually costs; police harassment, municipal
financed by borrowing or selling livestock) corporation/committee harassment and
the percentage of successful resolution ofinadequate transport facilities.
disputes is only 38.5 per cent.
Policy Implications: Enabling the poor to
improve the productivity, sales and net
7. Poverty and lliness profits would contribute significantly to
poverty reduction. An overwhelming
Frequency of iliness and often its protractedproportion reported that enhanced
nature with resultant high costs of treatmentavailability of credit, better location and
is an important factor pushing marginal transport facilities would help to increase
households into poverty and poor their incomes from micro-enterprises.
households into deeper poverty. On average
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9. Microcredit and NGOs

According to our NHDR/PIDE Survey data 1.
only 35.6 per cent of households have had
access to loans from any source. An
overwhelming proportion of the loans taken
by poor households were obtained from non-
institutional sources including shopkeepers,
friends and relatives.

With regard to NGOs the data show two 2
important facts:

(i) NGO intervention is relatively
insignificant. Of the total number of
loans received by all three income
classes, from all sources, the NGOs 5
provided only 1 per cent of the loans
in the urban areas and 0.8 per cent
of the loans in the rural areas.

(i) NGOs as well as public sector
development banks such as the
ADBP cater to non-poor households
to a much greater extent than to the
poor households. For example, of the
total number of loans received from
NGOs in rural areas, as many as
50 per cent have been received by
the non-poor households, 33.3 per
cent by the poor households and 16.7
per cent by the extremely poor 4
households. (These broad con-
clusions are reinforced by the spot
survey data on impact of NGOs. See
chapter 4). °

Policy Implications: (i) The volume of .
microcredit through institutional sources
needs to be increased hundred fold. (ii)
Monitoring and Evaluation Institutions need
to be established to conduct an independent,
systematic and regular impact assessment of
microcredit disbursed through NGOs and
other institutional sources. (iii) Existing
apex institutions providing microcredit (For
example, PPAF and the new Khushali Bank)
need to carefully examine the organizational
structure and operational procedures of
partner organizations through whom
microcredit is disbursed. The purpose would 9
be to suggest institutional improvements in
their partner organizations for better
targeting of the poor.

NOTES

Avristotle proposed that it luman functioninghat

is the real object of value. The implication of this
formulation for public action today in the context
of poverty, is: Maximizing value in society would
require enabling the maximum number of people
to actualize their human potential. See,
Nicomachean Ethi¢Book 1, Section 5, D. Roos
(ed.), Oxford University Press, 1980.

For an elaboration of this perspective, see, Akmal
Hussain, ‘Pro-Poor Growth, Participatory
Development and Decentralization: Paradigms and
Praxis,” 19 January 2002, Wignaraja, Sirivardana
(eds.),Pro-Poor Growth and Governance in South
Asia—Case Profiles of Participatory Development
and Decentralization Reform&ed Press London
(Forthcoming).

In the urban areas, the consumption of the
extremely poor exceeds their total receipts by
14 per cent, and the ratio of net credit to
consumption is 17 per cent. Remittances have been
rather low in the two urban communities and the
total transfers are just around 6 per cent of the
total receipts. In the rural areas, the remittances in
the total receipts of the extremely poor accounted
for 17.2 per cent and other transfers for another
4 per cent. The consumption exceeds total receipts
by 35 per cent, financed by credit to the extent of
17 per cent and sale of land by about 5 per cent.
The poor received 6.7 per cent in the form of
remittances and 1.3 per cent from other transfers.
On average they could finance their consumption
levels through net credit and sale of land by 15 per
cent and 3 per cent of the consumption level
respectively.

However, for total receipts that include both
incomes and transfers, the ratio falls to 9.4. At the
district level also, the ratio improves across all the
districts (see Table 3).

. Whereas 89.3 per cent of the non-poor households

owned the land, the proportion was 48.2 and 70.9
per cent amongst the extremely poor and the poor.
The land rented out is 10.3 per cent and 18.0 per
cent of the landownership of the extremely poor

and the poor.

7. An analysis of the mechanisms of poverty

generation in the rural areas, (with special
reference to the Punjab) was first conducted on
the basis of a 1978 field survey. See, Akmal
Hussain,Strategic Issues in Pakistan's Economic
Policy, Chapter 5, pp. 101 to 176, Progressive
Publishers, Lahore 1988.

This was first investigated over two decades ago
in a small sample survey for a doctoral thesis, See,
Akmal HussainJmpact of Agricultural Growth on
Changes in the Agrarian Structure of Pakistan,
with Special Reference to the Punjab Province
D. Phil. Thesis, Sussex University, 1980.
National Health Survey of Pakistan, Pakistan
Medical Research Council, 1998. (This survey was
conducted by the Medical Research Council in
collaboration with the Department of Health and
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Human Services, Washington, USA and the they are doing low paid jobs. The plight of the
Federal Bureau of Statistics, Islamabad), p. 129, poor is little better where 42.7 per cent work in

Figure 57. the farm sector, 33.4 per cent in household
10. Ibid., p. 109, Figure 48. establishments, 7.8 as servants and menial workers,
11. Only 1.4 per cent of the extremely poor are 5.8 per cent are engaged in large scale enterprises,

engaged in large scale industries or financial and 8.2 per cent in the public sector.

institutions, or are public servants, and even there,
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CHAPTER 4

POVERTY ALLEVIATION THROUGH NGOS

Photograph by Akmal Hussain

The human mind is not a vessel to be filled
But a fire to be kindled

- PLUTARCH



CHAPTER 4

Poverty Alleviation Through NGOs

Over the last two decades the tighteningthis context. In section-1V, the results of thel he dependence of
financial constraints on the government andspot survey on impact assessment of NGQsdividual members of poor
growing awareness of the limitations of top will be presented. In section-V, we willcommunities originates in
down development programmes to alleviateexamine the strategic issues in taking e fact that they are
poverty! have created the space for non-development NGOs to scale. Here we Wil}ragmented and alone. They
governmental organizations (NGOs) andalso indicate some of the features Olfwave neither the skills nor
alternative approaches to developmentmanagement and organizational structur .
actions. During this period a variety of which could help achieve efficacy and rapi& e.resource.s .to increase
NGOs have established programmes at therowth. In section-VI, we will indicate the (€I Productivity, nor the
community level. The question that arises iselements of an enabling institutionaPrganizational strength
whether these alternative institutional forms structure at the national level which cahrough which to acquire
of public action for overcoming poverty, can facilitate public action at the grassroots levelesources from
achieve sufficient coverage of the poor for poverty alleviation. governments, donors and
population and cost effectiveness for a the market
significant impact on the overall poverty
problem in the country. In addressing thisl. TYPES OF NGOS AND THE
guestion we will examine the institutional PARTICIPATORY DEVELOP-
dynamics and management issues involved MENT APPROACH
in achieving rapid coverage and efficacy of
NGOs. In this context as part of this NHDR .1 THe NATURE oF PoverTy, EMPOWER-
Study a small sample spot survey was MENT AND TYPES OF PARTICIPATORY
conducted to investigate the impact of DeveLopment NGOs
various types of NGOs on their beneficiaries
with respect to nutrition, health and As we have analyzed in chapter 3 of this
sustainable income increases. (The resultseport, the poor face a structure of markets,
are presented in section-V). Due to time andState and institutions, which discriminate
resource constraints the sample size for theagainst access of the poor over resources,
survey was too small (277) for the impact public services and the process of
assessment to be representative at thgovernment decision-makirtgThe poor are
national level, even for the seven NGOsoften locked into a system of dependence at
covered by the spot survey. However, thethe local level which deprives them of as
results do provide illustrative insights with much as one third of their actual income.
respect to the relative efficacy of different (see chapter 3 for evidence). The
types of NGOs. dependence of individual members of poor
In section-I, we will briefly indicate the communities originates in the fact that they
different categories of development NGOs are fragmented and alone. They have neither
functioning in Pakistan. Since many of them the skills nor the resources to increase their
characterize their approach as ‘participatory’ productivity, nor the organizational strength
we will attempt to provide a paradigmatic through which to acquire resources from
outline of the participatory development governments, donors and the market. The
approach in this section. In the next section-participatory development approach aims to
II, we will identify some of the general empower the poor by enabling them to
issues related with micro credit, organize, acquire new skills, increase
independently of the differing approaches productivity, achieve savings, and develop
and structure of organizations providing it. the ability to access training, technical
In section-Ill, we will present brief support and credit from a variety of
individual profiles of NGOs in each institutional source%.The approach is based
category, to illustrate the variety of on the principle of social mobilization which
organizational approaches in the NGOwas first used in its rudimentary form in
sector and draw brief policy conclusions in Comilla (Bangladesh) during the 1960s and



Most participatory bodies
include working with
women in their range of
activities to a greater rather
than lesser degree although
the range of opportunity
provided to women is still
not equal to that provided
to men

Participatory Development
is a process which involves
the participation of the poor
at the village level to build
their human, natural and
economic resource base for
breaking out of the poverty
nexus

later developed in the Saemul Dong OCT has concentrated on covering its
Movement (South Korea) and the Aga Khan‘home’ area of Orangiand a few areas in
Rural Support Programme (AKRSP) and around Karachi. Its formidable influence
Pakistan. The social mobilization approachin the rest of Pakistan has to do more with
was formulated into a rigorous methodology the personality and prestige of its late
of participatory development under the founder, its own very real achievements in
auspices of the United Nations University, Orangi and the alliances it has forged
South Asian Perspectives Project during theelsewhere rather than a far-flung physical
1980s* Since the early 1980s a large presence.

number of development NGOs of different NRSP on the other hand spreads its
sizes and organizational forms haveapproximately 13,500 COs, each with an
emerged across the country, most of themaverage of 21.6 members over twenty-seven
using the participatory development districts throughout the country. Coverage
approach to varying degrees. intensity is therefore necessarily low.

These include the following broad  Women'’s activities are no longer a kind

categories which may not be mutually of appendix to NGO or CO work as they
exclusive at the margin. were a decade ago. Most participatory

At present there is a wide variety of bodies include working with women in their

NGOs and participatory organizations in therange of activities to a greater rather than
development field. These inclufe: lesser degree although the range of
opportunity provided to women is still not

(i) The RSPs which do not describe equal to that provided to men. However,
themselves as NGOs and are multi-there are now a number of participatory
functional in that they provide a organizations that are either women-focused
range of services and aim to achieveor which target households through women.
a provincial and national coverage. Two such organizations, Kashf and

(i) Urban NGOs for Participatory Khwendo Kor are part of the group
Development examined in this study.

(iiif) Single-function NGOs such as those  Lastly, there is now a significant number
focusing on micro-credit. These and range of NGOs that practice advocacy
often engage in supplementary on a number of issues affecting poor and
functions, similar to those of (i) disadvantaged groups as well as citizens
above. rights. Some are exclusively advocacy

(iv) CO Clusters and independent COs oriented but many combine advocacy with
some of which are partners of other development work.
support organizations and in many
cases use the Participatory
Development approach. .2 THE PARTICIPATORY DEVELOPMENT

APPROACH?
These participatory bodies are not only
diverse in type, they operate in urban orParticipatory Development is a process
rural areas and sometimes both. The scalevhich involves the participation of the poor
of operation varies from a village or at the village level to build their human,
neighbourhood association to a nation-widenatural and economic resource base for
organization covering tens of thousands ofbreaking out of the poverty nexus. It is
households. The geographical spread too ispecifically aims at achieving a localized
now nation-wide. Where participatory capital accumulation process based on the
NGOs were once spots on a map,progressive development of group identity,
concentrated in a few regions where theskills development and local resources
enabling environment was consideredgeneration. The essential feature of
favourable, they now span all four provinces Participatory Development is social
although Balochistan lags behind the othermobilization or the formation of group
three provinces even now. identity. This is done by initiating a series
Intensity of coverage of operating area is of dialogues with rural communities, which
very much a question of policy choice. To can result in the formation of community
take two relatively long-lived and large- organizations. The beginning of the process
scale NGOs from our own sample, OPP/is therefore the emergence of a nascent form
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of community consciousness. This is thenl.2.2 The Dynamics of Participatory
deepened as the community identifies andDevelopmentThe process of participatory
implements projects for increasing income, development proceeds through a dynamic
acquiring new skills and begins to engageinteraction between the achievement of
in collective savings. specific objectives for improving the
As the sense of group identity is resource position of the local community
deepened it gives a new self-confidenceand the inculcation of a sense of community
through which the community can engageidentity. Collective actions for specific 11,4 process of participatory
in more ambitious projects involving objectives such as a small irrigation projemdevelopment proceeds
collective action and management. building a school, clean drinking Waterthrou had .
provision, or agricultural production. g .a ynamic
.2.1 The Concept The concept of activities can be an entry point for dnte.ractlon between t.h'e
Participatory Development has three keylocalized capital accumulation process. Thigchievement of specific
elements: is associated with group savings schemegbjectives for improving the
reinvestment and asset creation. Theesource position of the
(i) Process: It is a process whosedynamics of participatory development aréocal community and the
moving forces are the growth of based on the possibility that with thgnculcation of a sense of
consciousnesand groupidentity,  achievement of such specific objectives forommunity identity
and the realization, in practice, of the an improved resource position, the
creative potential of the poor. community would acquire greater self-
(i) Empowerment: The process of confidence and strengthen its group identity.
reconstructing a group identity, of
raising consciousness, of acquiring
new skills and of upgrading their || SELECTED ISSUES IN MICRO-
knowledge base, progressively CREDIT
imparts to the poor a nepowerover
the economic and social forces that Since most development NGOs whatever
fashion their daily lives. their organizational structure, use micro
It is through this power that the credit as an important element in their
poor shift out of the perception of jntervention, it may be useful in this sub-

being passive victims of the process section to briefly examine some of the issues
that perpetuates their poverty. They in micro creditt

become the active forces in initiating
interventions that progressively

improve their economic and social
condition, and help overcome
poverty.

(iii) Participation: The acquisition of the
power to break the vicious circle of
poverty is based omarticipation
within an organization, in aeriesof
projects. This participation is not
through ‘representatives’ who act on
their behalf but rather, the actual
involvement of each member of the
organization in project identification,
formulation, implementation and
evaluation. It is in open meetings of
ordinary members at the village/
mohalla level organization that

I1.1 M icro-crReDIT IN THE URBAN CONTEXT

In the urban context in Pakistan, it has been
recognized that small scale, informal

enterprises whether manufacturing, cottage
industry, trading or services have in many
cases provided higher returns on capital
invested than large scale or medium scale
enterprises in the formal sector.

Employment coefficients with respect to

output in the small-scale manufacturing

sector and micro-enterprises are also high.
Paradoxically, this is the very sector that is
starved for capital because the poor and
even large sections of the middle class in
Pakistan have very little access to

decisions are collectively taken, and jnstitutionalized credit.

work responsibilities assigned on

The case for provision of micro-credit is

issues such as income generationglear, the impact of micro-credit has been
projects, savings funds, conservation proven in urban and peri-urban settings. A
practices in land use, infrastructure number of studies conducted by
construction and asset creation. development professionals, NGO's
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themselves and donors show a highly the pressure on the farmer to buy

positive impact on income as a result of food and inputs on credit is all the
utilization of micro-credit® greater.

OCT'’s experience shows that as families In such situations production
of successful users of micro-credit register loans for crop inputs ease the
sustainable income increases, the impact is pressure on the farmer considerably.
not confined to greater consumption or He is able to purchase better quality
investment in the micro-enterprise. These inputs more cheaply and
households also show significant independently of the local power
improvement in such social indicators as structure.
children’s education, family nutrition and The recent practice of combining
improved hygiene. such loans for inputs with crop

On the other hand access of the urban insurance provides significant
poor to micro-credit has always been low to protection to both the farmer and the
non-existent. The formal banking sector in lending agencies. This policy is now
Pakistan has usually avoided lending to the being introduced by a number of
poor on grounds of supposed difficulties in NGOs.

collection and lack of collateral.

(i) When a farmer is living at

I1.2 M IcrRO-CREDIT IN THE RURAL CONTEXT subsistence level, he seldom has the
disposable income to make
(i) Rural use of micro-credit is improvements in his land that would
important both for agricultural and improve productivity such as land
non agricultural use. The need for levelling, lining of water channels or
credit is particularly important for the practice of several farmers
poorer farmers. Their requirement joining to construct a tube-well.
for agricultural inputs, seeds, Loans given for such improvements
fertilizer, pesticide, etc. tends to be can be used to purchase materials,
cyclical as does their income. tractor time or small machinery. The
However the two cycles do not impact of these loans could be highly
always coincide. positive.
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The poorer the farmer the greater
the proportion of his produce that has  (iii) Rural loans for non agricultural

to be diverted towards household purposes include such things as
consumption. In the case of the village shops which provide basic
poorest, those with the smallest or consumption goods, clothing, and
least productive land holdings, their some inputs. Services of micro-credit
consumption requirements will users show that this is the
exceed their production of basic food commonest non agricultural rural use
items. of micro-credit.

It is common practice therefore for
the farmer to have to purchase seeds
and other inputs at the time of 1.3 Some CoNDITIONS FOR SUCCESSFUL
sowing from shopkeepers/traders Micro-crepiT Use
(arhtis) on credit at inflated rates (see
discussion and evidence in In this sub-section some of the issues related
chapter 3). The requirements to paywith the provision of micro-credit are briefly
back these amounts along with the outlined.
price of food also purchased from
the Arhtis on credit puts great 11.3.1 Group FormationIn rural particularly
pressure on the small farmer. He is agricultural environments, there is a clear
obliged to dispose off his crop advantage in the formation of a CO, whether
together which any dairy or poultry comprising the bulk of households in a
produce in order to pay of these village or a group within a village of broadly
debts immediately after the harvest similar economic level. This is because of
in the market when prices for his the relatively isolated and self contained
crop are low! In a lean crop year nature of small rural communities and also



to the nature of social cohesion in these e The borrower must show clearly
societies. what his or her market is and
Not only are occupations much more how that market will be accessed.
diverse in urban and peri-urban areas but ¢ Rudimentary business manage-
the tight social cohesion of rural societies is ments skills should be transferred
greatly diffused. In urban areas/peri-urban such as elementary bookkeeping,
areas, biraderi ties are replaced with broader cost control, planning and not
ethnic identities and 'there are str.ee.t or divgrting capital from thg Provision of micro-credit is
mohalla Ieyel communltles or assomathns business to social, consumption, necessary but often not a
of persons in a partlculqr trade or profession. or other uses. sufficient condition for
Therefore, group association has been found . . .
to be beneficial for purposes of successful (v) Default where deliberate should!ndUCIng ‘Ti s.ustalnable
use and repayment of micro-cretit. always be pursued with all the/Ncrease in income of the
It is possible to provide micro-credit means of the lending organization. borrower. Additionally
through groups formed specifically for the provision of technical skill,
purpose or through groups formed for such (vi) Where there is default whetherbetter access over input
other purposes as sanitation, health, and deliberate or through force majeuremarkets, and marketing
productive infrastructure. What is necessary such as through death orsypport may be necessary

in each case is that certain rules and
conditions specific to the successful use of
micro-credit be applied in every case. These
include:

() Some form of credit discipline
needs to be transferred to the group.
This is often done through a process
of saving whether it is a process of
collective bank savings or internal
savings aimed at internal lending
within the group.

(i) The group acts as a guarantor of its
members who are the individual
borrowers. This is more useful in
rural than in urban conditions since
greater social pressure can be
brought to bear in village society
than in urban situations.

(iii) Loans given to a first time borrower
should always progress from
relatively small amounts to larger
amounts. Larger loans given to first
time borrowers do not have a good
record of success in OCT, PIEDAR
and NRSP in the group studied in
this exercise as well as a number of
other NGOs providing micro-credit.

(iv) The business plan of the borrower

(vii)

incapacitation of the borrower or

through natural disaster, the amount
should be written off, through

provision made in the budget and
the result reflected in the lenders
books.

Delay or failure owing to bad

management or poor business
planning reflects badly on both the
ability of the borrower and the

capability of the lending agency.

(viii) There are two major issues in

targeting borrowers. Firstly, smaller
sized loans (<Rs.10,000) are
generally better suited to the needs
and repayment capacities of the poor;
secondly, they also contribute to
better targeting of the poor and offer
less temptation to the better-off to
compete for loans. Organizations that
have offered relatively high loans

(Rs.15-20,000 plus) report greater
difficulties in repayment. Those

organizations in this category visited
by the NHDR research team were
moving towards a smaller average
size of loan and highlighted the need
for better scrutiny of borrowers

business plans.

must be carefully scrutinized by the 11.3.2 Provision of micro-credit is a
lender. necessary but often not a sufficient condition
for inducing a sustainable increase in

e« Too many individuals granted income of the borrower. Additionally
loan for the same trade or shop provision of technical skill, better access
in one area will result in over over input markets, and marketing support

supply of that service.

may be necessary.
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[1.3.3 The Role of Savingsn early micro-
credit practice the role of savings was
central. Regular savings by CO members
was linked proportionately to disbursement
of loans. Not all other practitioners agree.

There is wide divergence amongst the
NGOs on the role of savings and the link
between credit and savings; this question
links in with the question of whether loans
should be made to groups or to individuals.
At one pole, the RSPs have always stressed
savings both as a means of strengthening
COs and as a means of strengthening credit
discipline.

OPP/OCT’s modus operandi is radically
different. It places no stress on savings.
Dr Khan held that encouraging small
entrepreneurs to hold savings in banks at
declining real rates of interest rather than
investing in their own businesses with
inflation-adjusted rates of return of over
30 per cent typically makes no sense. He
pointed to the ultimate absurdity of AKRSP
beneficiaries holding tens of millions of
rupees in bank savings where inflation
erodes their holdings while the banks still
refuse to extend credit to small
entrepreneurs like them, choosing instead to
lend to their usual rich clients elsewhere in
Pakistan. Thus, the curious phenomenon of
thrifty small savers in a deprived region
providing funds for those engaged in
conspicuous consumption in better-off
regions.

Thus, while there is little doubt that
regular savings and processes like internal
lending help to instill financial discipline,
large savings are not by themselves
necessary to successful micro-credit
operations.

11.3.4 The Question of InteresThe issue of
interest apart from its economic aspects,
takes on an added dimension in Pakistan
where interest poses a particular cultural/
religious problem. There are also factors
other than cultural/religious relating to
interest that warrant close attention.

(i) The philosophy of subsidized credit
has always had a following in
government, if not in banking and
financial circles. ADBP long
continued to dispense credit at
lower than market rates (often to
well-off clients), and there are a
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host of small government pro-
grammes supposedly for dis-
advantaged groups such as women
and unemployed youth, that follow
similar policies. A number of
donors have in the past accepted
subsidized credit in practice.

(i) Some NGOs see their beneficiaries

as a disadvantaged group that needs
to be introduced to the use of credit
by initial use of ‘soft’ terms. There
is an underlying feeling that if the
rural rich and politically well-
connected can take advantage of
subsidized credit, their own clients
are surely more deserving. However,
it is pertinent to note that there is a
direct link between programme
sustainability and interest rates and
other user charges. Without this
perspective there can be little
understanding of either the real cost
of capital or the costs of running a
credit programme. In times of high
growth when returns on micro-
enterprise can be as high as 40 to 50
per cent, it may is possible for a
successful micro-enterprise to afford
market based interest rates.
However, this may not be the case
in periods of economic stagnation.

(iii) The prolonged economic recession in

the 1990s and particularly since 1998
has affected the poor severely with
marginal/disadvantaged groups
generally worst off. Typically, credit
used by micro-enterprises has had
high rates of return in times of
moderate to high economic growth.
Successful use of credit in micro-
enterprises has become more
problematic during the present
prolonged slump. The principal
reasons for this are shrinking
markets and pressures on borrowers
to divert micro-credit to urgent
consumption or emergency (for
example, health) needs. There is
therefore a tendency in NGOs and
institutions such as the ADBP to lend
money meant for the poor to the non-
poor. (This is substantiated by
evidence from the NHDR/PIDE
Survey 2001 analyzed in chapter 3).



lll. PROFILES OF PARTICIPATORY 4.
NGOS*

In this section profiles of NGOs in each
category are presented, to indicate theb.
different organizational structures and
approaches to poverty alleviation.

1.1 NRSP anD THE RURAL SUPPORT

ProGrRAMMES Il.

The RSPs and in particular NRSP have
the largest member base of any NGO in
Pakistan. (It now has 293,000 members
in its COs.)

The RSPs have set up training facilities
for various aspects of participatory
development which have also been used
by other organizations.

3 W EAKNESsSES oF THE RSP MobpeL

The Rural Support Programmes in PakistanCritics of the RSP model contend that:

consist of the National Rural Support
Programme (NRSP), Balochistan Rural 1.
Support Programme (BRSP), and Sarhad
Rural Support Corporation (SRSC) and the
Aga Khan Rural Support Programme
(AKRSP).

The RSPs were originally seen as a group
of Government assisted NGOs with a
mandate to promote rural development.
They were set up on the premise that the2.
Federal and Provincial Governments have
neither the resources nor the organizational
reach to bring a range of development
activities to the majority of the nation’s rural
population and that even if this were
possible, the recurring budget for the
development activities would be beyond the
capacity of government. The RSPs now no
longer see themselves as NGOs but as.
something intermediate between a
government body and an NGO.

The RSPs are incorporated under the
Companies Act and include both serving and
retired government officers on their Boards,
in their personal and in an ex-officio
capacity.

I11.2 A cHIEVEMENTS oF THE RSP MobpEL

1. There is no doubt that the RSPs have
played a central role in introducing and
popularizing the participatory approach 4.
in Pakistan.

2. The RSPs have also shown that rural
communities hitherto unevenly affected
by a growth process external to them-
selves can successfully take charge of
their own development.

3. They have been at the forefront of NGO/
Government agency models of co-
operation (despite claiming not to be
NGOs).

The approach is expensive to implement;
despite considerable individual variation
the RSP method is capital-intensive
compared with other, ‘non-GONGO’
organizations. Operating costs are also
high, owing to high levels of staffing and
high salary levels compared with other
NGOs#

The NHDR/A.I. Hamid Spot Survey data
show that neither NRSP’s loan sizes nor
its selection of borrowers in the area
surveyed target the poor. With one
household owning two hundred irrigated
acres, 13 per cent owning over thirty and
a further 20 per cent owning over ten
irrigated acres, targeting can at best be
characterized as imprecise.

NRSP is by far the largest NGO with a
presence in twenty-seven districts. It has
also spent the greatest amount of
resources compared to any other NGO in
the country. Yet over a decade it has
reached only 293,000 beneficiaries. This
is 0.7 per cent of the forty million of
rural poor. For an NGO whose raison
d'etre is to overcome poverty on a
national scale, this cannot be called rapid
progress. Nor, going by the results of our
spot survey, can it be assumed that their
methodology ensures that all bene-
ficiaries are poor.

Sustainability can be a serious problem. It
is still not clear how much time must lapse
before a community organization set up
by an RSP could achieve a level of
maturity that would enable it in concert
with other COs, to interact directly with
government and private sector agencies
providing services. To date there is no
example of a RSP having wound up its
infrastructure even in an area where it has
operated for seven or eight years.
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5. Criticism has emerged even from within
the RSPs that heavy reliance on RSP
staff, especially social organizers in
mobilizing communities and building
community organizations is costly and

training and supporting village activists

communities with long-term recurring
costs borne by the communities
themselves. This internal dynamic within
communities reduces dependence and is
more likely to produce a self-sustaining
community organization capable of
taking charge of its own development.
To date however the new approach has
not been developed and put into practice.

It believes in dedicated workers with
salaries much lower than with other
large NGOs.

OPP began with sanitation and the
counter-productive. This is contrasted process involved the recognition of the
with relying on a process of identifying, different levels of sanitation.

‘There are four levels of modern
to perform these services for their own sanitation system:

Inside the house—the sanitary latrine.
In the lane—underground sewerage
lines with manholes and house
connections.

Secondary or collector drains.

Main drains and treatment plants.

OPP found the house-owners willing and

. A problem not unique to the RSP’s but competent to assume the responsibility of

exaggerated by their scale of operations,constructing and maintaining all sanitary
is the role of their credit operations. As arrangements at the first three levels with
large multi-sectoral development NGOs, their own resources and under their own
the RSPs find it difficult to view credit management, like the small farmers. These
as anything other than a supporting legthree levels constitute 80 to 90 per cent of
of a larger, integrated programme. the system. The main drains and the
Equally, they find it difficult to separate treatment plant must remain, like main roads
costs specific to the credit programme. and water lines, the responsibility of a

This not only alters their perception of central authority®
OPP also found that several barriers
by allowing subsidized credit to be seen needed to be tackled:

the credit programme at the policy level

as a means of facilitating the overall
multi-sectoral programme, it makes it
difficult to calculate cost recovery and
break-even points for the credit
operation.

1.4 OPP/OCT

How is OPP/OCT different from say, the
RSPs besides the obvious point that it
operates in an urban, not rural area?

* lIts infrastructure and overheads are far
less and it lives within its means.

* It does not form COs although it will
collaborate with them.

It does not attempt to use programme
staff to micro manage of communities
and operates with a light touch.

» It does not expand beyond its original
area or ‘replicate’ itself elsewhere
although it has many sincere imitators
and organizations to which it provides
advice and sometimes material help.
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Reducing the Cost through research
and extension

Removing the Economic Barrier
Removing the Psychological Barrier
i.e., ‘the mistaken belief that they
should get sewerage and sanitation as
free gifts.’

On micro-credit too, OPP/OCT'’s
modus operandi is radically different:
OCT considers the family enterprise
to be the basic productive unit in the
areas in which it operates. OCT'’s
stated objective is to provide capital
to emerging family enterprises, not to
alleviate poverty, by giving small
loans to the poorest of the poor. OCT
relies on the undoubted multiplier
effect on incomes and employment
amongst the poorest when it invests
in the micro-enterprises one rung up
the economic ladder.

Its groups are much larger in size than
the five-member Grameen style group.
The average number of open accounts



in each group in Orangi is twenty-one  Kashf operates in the districts of Lahore
although in individual cases the and Sheikhupura with five branches.
number can be much higher. Loans areThe Ravi Rayon Branch is located in
made to individuals who are backed Sheikhupura District and the Yakki Gate,
by two guarantors. Sukh Nehr, Bedian and Kahna Branches are
The key figure in these groups is the located in Lahore District. Bedian, Kahna
‘agent’, analogous to the activist in and Ravi Rayon are peri-urban areas. Sukh
some rural NGOs. The agent initially Nehr and Yakee Gate are located within the
identifies and investigates potential Lahore City area.

borrowers, OCT verifies the Kashf insists that it is not the usual
information and carries out a businesspoverty alleviation oriented NGO with
analysis. It then tracks each loan ‘beneficiaries’. It is a service provider with
through to full repayment, delay or the ‘clients’. That said, the spot survey shows
occasional default. that in the areas sampled at least, Kashf's
OCT does not accept claims of 98 or targeting of the poor was one of the best in
99 per cent repayments by somethe sample of NGOs surveyed. Its target
NGOs. It holds that this is statistically clients are working women. While women
impossible in large groups where in these areas are relatively less restricted
adverse local conditions, deaths, by gender and society compared with rural
business or family disasters and thewomen since feudal and tribal mores have
occasional cheat will make their less of a hold, theirs is a hard lot.
appearance. OCT increasingly forms In the words of Kashf's management:
groups on the basis of trades or‘Kashf's approach in improving the
occupations and tracks their economic choices of the poor focuses on
performance. Accordingly it will not supporting those within the poverty bracket
only expand or reduce the portfolio in who have existing economic opportunities.
a region or of a group according to These households earn slightly more than
performance, it has begun to track theone US dollar a day, but certainly less than
viability of businesses by type and two dollars’.

region. Kashf's targeting is precise, loans sizes
As mentioned above OCT places nocompletely appropriate to its clientele and
stress on savings. its MIS and monitoring systems amongst the

OPP has established partnerships withbest in the NGO sector in Pakistan. Its staff

other NGOs, such as OPD and YCHR is keen and efficient.

in Punjab. In this arrangement,

affiliate NGOs act as an agent for OPP

by identifying, vetting and supporting 111.6 C ommuNITY ORGANIZATIONS (COs)

qualified borrowers who receive credit

from OPP which also provides There is now considerable variation in

training on credit operation to the working approaches practised by

NGOs as well as other support. Someparticipatory development organizations,

of these arrangements were a successsome borrowed, imitated or modified, others

others less so. home-grown. This is particularly true of the
new breed of COs now coming into

OPP has also experimented by giving prominence.
larger sized loans to agriculturists and a A particularly marked and interesting
fishermens cooperative. These were not astage in the development process is the
success. emergence of a wide variety of COs. Where

previously local community based
organizations tended to be of a charitable

.5 KASHF nature or narrowly focused on particular

interests, the new ones are clearly

The Kashf Foundation was established todevelopment oriented and have absorbed
serve two main objectives: (i) Alleviate and apply many of the principles of
poverty; and (ii) Economically empower participatory development originally
women from poor households. fostered by a few larger support

organizations.
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Not having the access to funds that largerrepresentative of a much broader group of

support organizations have developed,similar NGOs. Both urban and rural NGOs
independent COs have to live within their were represented in this sample. A total of
means. This implies greater reliance on277 respondents were interviewed with an
activists and on networking, limited scope average of forty for each NGO. Since land
of operation and in the case of successfulownership is an important indicator of

organizations, a highly focused approach.

IV. COMPARATIVE IMPACT ASSESS-

MENT OF NGOS

economic status it is interesting that 60 per
cent of the beneficiaries of NRSP, 35 per
cent of PIEDAR, 20 per cent of Khwendo
Kor (KK) and 10 per cent of KASHF
respondents owned land. For all respondents
covered across NGOs a surprising 18 per

A small sample field survey was conductedcent of total land owners owned over
for the NHDR to investigate the impact of twenty-six acres, mostly irrigated. Another
various NGOs on the economic life of the 25 per cent fell in the ten to twenty-five

beneficiaries. Data was collected on howacres category.

well the respondents ate, before and after

the NGO intervention, their health status,

their household income and the issue oflV.1 L AND OWNERSHIP

whether or not a sustainable increase in

income occurred followed the provision of If ownership of canal irrigated land is an
loans. The size of irrigated land owned isindicator of rural wealth, NRSP has
the single most important indicator of the relatively the wealthiest clients. Sixty per
economic status of rural households.cent of the NRSP sample beneficiaries
Accordingly data on canal irrigated land owned irrigated land compared to 18.8 per
owned by beneficiaries of various NGOs cent in the case of PIEDAR, 17.1 per cent
was also collected to assess their relativein the case of KK and 9.5 per cent in the
effectiveness in targeting of the poor.

case of KASHF. In terms of the size

It may be important to reiterate that given distribution of land owners NRSP once

the resource and time constraints of theagain stands out with 50 per cent of its land
study the sample size was too small for theowning beneficiaries owning over eleven
results to be representative for the countryacres of irrigated land (see Table 6). The
as a whole or even for the entire geographicpercentage of land owners with holdings
scope of operations of the NGOs covered. above eleven acres is 11.1 per cent in the

The beneficiaries of a total of seven case of PIEDAR and 83 per cent in the case

organizations of varying sizes were of KK. However, it may be noted that only
interviewed. The NGOs were selected for17 per cent of KK respondents owned any
both geographical and functional diversity. land at all. In the case of KASHF none of
No presumption could be made in advancethe land owning beneficiaries have more
as to whether they represented ‘bestthan ten acres and also only 9.5 per cent of
practices’ or were ‘best in class’. However, its total beneficiaries owned any land at all
in many cases their methodologies could be(see Table 6).

Table 1 Household Nutrition Status by NGO

Do You and Your Family Eat Your Fill

NGOs Daily Mostly Sometimes Seldom Total
(%) (%) (%) (%) (%)
KK 42.90 31.40 17.10 8.60 100.00
OPP 72.10 24.60 3.30 — 100.00
PIEDAR 66.70 12.50 14.60 6.30 100.00
NRSP 67.50 27.50 5.00 — 100.00
KASHF 45.20 40.50 9.50 4.80 100.00
OWP 73.70 21.10 — 5.30 100.00
ASB 40.60 37.50 21.90 — 100.00

Source NHDR/A.l. Hamid Spot Survey 2001.
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IV.2 HEaLTH AND NUTRITION

The apparently cut and dried answer to the
health and nutrition questions were obtained
by the surveyors after some discussions and
cross questioning. As many as 59 per cent
of the respondents ate their fill daily and
27 per cent responded with ‘mostly’.
However faced with the question as to
whether they ate better now or in earlier
times, as many as 40 per cent said ‘earlier’
citing loss of work, reduction in business,
static or declining incomes and expanding



familie§ as the causes of the deterioration in Table 2
their diet.

Nutrition History by NGO

In terms of the comparative picture of NGOs
NGOs 68 per cent of NRSP respondents ate
their fill daily (see Table 1) and 65 per cent
ate better now than earlier (see Table 2). In
the case of OPP 72 per cent of the

beneficiaries ate their fill daily (Table 1), gk
while 27 per cent ate more now than earlier opp
(Table 2). As many as 43 per cent had more PIEDAR
to eat in earlier times in the case of OPP NRSP
compared to 40 per cent in the case of KK, KASHF
48 per cent in the case of PIEDAR, 18 per OWP
cent in the case of NRSP, 31 per cent in the

case of KASHF, 47 per cent in the case ofSource NHDR/A.I. Hamid Spot Survey 2001.

OWP and 56 per cent in the case of ASB

(see Table 2). In their comments a numberFor other NGOs where between 40 to
of respondents spoke of the declining quality60 per cent had reported a deterioration in
rather than quantity of diet, pointing to their health, their comments in this context
declining consumption of already scarcewere interesting. The respondents linked
meat, loss of household animals or accessleclining health not only with economic
to pure dairy products, and fewer and lessconditions (declining real incomes and

fresh vegetables, being obliged to buy themrising costs of medical

in the market occasionally. (These interestingly with increased mental stress
comments refer to those who are operatingimost used the urdu woghreshan).

land below the minimum subsistence
acreage).

As table 3 shows for a substantial IV.3 MonTHLY HouseHoLD INCOME

proportion of respondents related with each

NGO there has been a deterioration in healthiTable 4 shows

status. This is consistent with the NHDR/ beneficiaries in each NGO by various classes
PIDE data set both quantitative and of monthly household income. PIEDAR has
qualitative which shows wide spread illnessthe largest proportion of respondents in the
amongst the poor with sickness being anextremely poor category, with 22.9 per cent
important factor in pushing people into having monthly incomes of Rs.1,000 or less,
poverty (see chapter 3). In the spot survey43.8 per cent with incomes between Rs.1,000
for NGOs as table 3 shows as many asand 5,000 per month and only 6.3 per cent
60 per cent of the respondents in KKwith incomes above Rs.15,000 per month. In
reported a deterioration in their health, the case of KK 17.1 per cent of the
39 per cent in the case of OPP, 41.7 per céeheficiaries have a monthly household
in the case of PIEDAR, 40.5 per cent in theincome upto Rs.1,000 and 42.9 per cent
case of KASHF, 42.1 per cent in the case ofbetween 1,000 to 5,000 rupees. In the case of

OWP and 40.6 per cent in the case of ASB.

However, NRSP stands out with only
12.5 per cent of its beneficiaries reporting

deterioration in their health and as many as ygos
50 per cent reporting an improvement in

their health. NRSP respondents pointed to
greater agricultural productivity, higher

yields, better supply of inputs and adoption
of new techniques as the factors which had opp
improved their income, consumption and p|EpDAR
health. Some of this credit should certainly NRSP
go to NRSP and some to the government. KASHF
However it must be remembered that in OWP
terms of both income and assets NRSFASB

respondents were the best off in the samplesource NHDR/A.I. Hamid Spot Survey 2001.

Do You Have More to Eat Total
Now or Earlier
Have more to  Have more to eat Equal
eat now in earlier times
(%) (%) (%) (%)
28.60 40.00 31.40 100.00
27.90 42.60 29.50 100.00
35.40 47.90 16.70 100.00
65.00 17.50 17.50 100.00
42.90 31.00 26.20 100.00
31.60 47.40 21.10 100.00
ASB 31.30 56.30 12.50 100.00
care) but
the distribution of
Table 3 Health History by NGO
Is Your Family’s Health Better Now or Earlier
Health is Health was No
better now better earlier Equal information Total
(%) (%) (%) (%) (%)
20.00 60.00 17.10 2.90 100.00
19.70 39.30 41.00 — 100.00
25.00 41.70 31.30 2.10 100.00
50.00 12.50 37.50 — 100.00
31.00 40.50 28.60 — 100.00
21.10 42.10 36.80 — 100.00
15.60 40.60 43.80 — 100.00
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Table 4 Monthly Household Income by NGO
Total Monthly Household Income from all sources

Upto Rs. 1000 to 5000 to 15000 Total

1000 (%) 5000 (%) 15000 (%) plus (%) (%)
KK 17.10 42.90 31.40 8.60 100.00
OPP 9.80 21.30 59.00 9.80 100.00
PIEDAR 22.90 43.80 27.10 6.30 100.00
NRSP 2.50 25.00 45.00 27.50 100.00
KASHF 2.40 42.90 52.40 2.40 100.00
OWP 5.30 36.80 52.60 5.30 100.00
ASB 6.30 62.50 31.30 100.00

Source NHDR/A.l. Hamid Spot Survey 2001.

and 8.6 per cent. It appears therefore that as
far as targeting the poor is concerned KASHF
and PIEDAR come out on top. As NRSP

with 27.5 per cent of its beneficiaries with
over Rs.15,000 monthly household income

and 72 per cent of its beneficiaries with an

income of Rs.5,000 to over Rs.15,000 per
month, has the most imprecise targeting of
the poor compared to other NGOs in the

sample.

IV.4 SusTAINABLE INCOME INCREASE

OPP the comparable figures are for OPP 9.8As table 5 shows for all NGOs in the sample
per cent and 21.3 per cent respectively. In terecept for KK more than 50 per cent of the
case of NRSP 2.5 per cent and 25.0 per certteneficiaries achieved a sustainable increase

respectively.

In the case of KASHF in income following the receipt of a loan.

2.4 per cent and 42.9 per cent respectiveljhe top performer is NRSP with 81.6 per
In the case of OWP 5.3 per cent and 36.8 pecent of its beneficiaries experiencing a
cent respectively and in the case of ASB 6.3sustainable increase in their income after
per cent and 62.5 per cent respectively. Tableeceipt of a loan. However this must be
4 shows the largest proportion of respondentgjualified by the fact that NRSP also has the
in the Rs.15,000 plus per month category arehighest proportion of well off beneficiaries.

in NRSP (27.5 per cent) and the lowest inThe proportion of beneficiaries with a

KASHF with 2.4 per cent. For the other sustainable increase in income following
NGOs the percentage of respondents in thidoan receipt, is 71.1 per cent in the case of
relatively affluent category range between 5.30PP, 66.7 per cent in the case of KASHF,

Table 5 Sustainable Income Increase After Loan

Did Loan Result in Sustainable Increase in Income

NGOs Yes No Equal Total
(%) (%) (%) (%)
KK 42.90 47.60 9.50 100.00
OPP 71.10 17.80 11.10 100.00
PIEDAR 56.50 21.70 21.70 100.00
NRSP 81.60 7.90 10.50 100.00
KASHF 66.70 33.30 — 100.00
OWP — — 100.00 100.00
ASB 53.30 46.70 — 100.00

Source NHDR/A.l. Hamid Spot Survey 2001.

56.5 per cent in the case of PIEDAR and
42.9 per cent in the case of KK.

V. STRATEGIC
SCALING

ISSUES OF UP-

V.1. ParTicipaATORY DeveLoPMENT NGOs:
ConsclousNEss ORGANIZATION  AND
WoRk PROCEDURES!®

The defining feature of a programme for
empowering the poor, is the passion, which

Table 6 Canal Irrigated Land Owned by Size of Holding of Beneficiaries, by NGO

NRSP PIEDAR KK KASHF

Acres Number % Number % Number % Number %
1to5 7 29.17 1 11.11 1 16.67 3 75.00
6 to 10 5 20.83 7 77.78 0 0.00 1 25.00
11 to 25 7 29.17 1 11.11 2 33.33 0 0.00
26 to 50 4 16.67 0 0.00 0 0.00 0 0.00
51 to 100 0 0.00 0 0.00 3 50.00 0 0.00
101 to 200 1 4.17 0 0.00 0 0.00 0 0.00
Total 24 100.00 9 100.00 6 100.00 4 100.00
Total 40 Respondents 48 35 42

Source NHDR/PIDE Survey 2001.
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impels those who work in it and those for coverage of all union councils within it. This
whom they work. It is not just an emotion is in view of the fact that: (i) the government
but a form of consciousness. It comes fromis decentralizing key governmental
transcending the ego and relating with thedevelopment functions to the district level.
community through love. Thus, passionateSo if NGOs fostering community
consciousness is both a cohering force oforganizations of the poor, could go up to a
the community and also the synergy throughdistrict scale, they could institutionally link
which the NGO team can engage in aup with local governments. This wouldypo defining feature of a
process of action and reflection. This enable organizations of the poor toprogramme for empowering
principle can be the basis of its managemenparticipate in government funded . .
culture and work procedures. It would be development projects and also in other areg%e. po?”’ is the passion,
manifested in the quality of dialogues that of local governance. (ii) The NGO (or RSPsYVh'Ch. |mpels those who
occur between NGO personnel and ruralwhich are currently operating in a numbelVOrk in it and those for
communities, on the one hand and betweerof different districts simultaneously, havevhom they work. It is not
members of the NGO team on the other.very low intensity of coverage within anyjust an emotion but a form
The dialogues are designed to identify andone district. There may therefore be a cas& consciousness. It comes
actualize the creative potential of for having district level NGOs that have fullfrom transcending the ego
individuals. coverage of the poor population within it. and relating with the
This form of learning and creative growth  Of the large number of NGOs with Sma”community through love
if pursued by an NGO through its dialoguesbeginnings, a few have grown to a
may be calledFagiraana as, opposed to significant size and achieved national
Messianic The messianic leader/teacher/ prominence. These include OPP/OCT,
manager is one who claims to embody theSUNGI, and BANH BELI. Three questions
truth and if his followers want to become arise in the context of their success: (a)
something they can only be his shadows.What are the common factors in their
By contrast, the fagiraana leader/teacherisuccess? (b) At this stage of their growth,
manager is one who abnegates his owrwhat are the constraints they face to further
exceptionality and recognizes eachup-scaling and/or rapid replication? (c)
individual as the unique origin of change. What are the elements of an enabling
The participants in the dialogues whetherenvironment at the national level which
between the NGO and a community or could let a ‘hundred flowers bloom’, in the
within the NGO itself, are essentially sense of nurturing the rapid growth/
co-equals in a journey of actualizing eachreplication of a variety of development
other’s creative potential in the context of NGOs, enable mutually catalyzing
social change. interaction and yet maintain the unique
The organizational structure reflecting character of each of them?
the Messianicapproach is hierarchic and
restricts the space for independent thinking.V.2.1 Success CriteriaPerhaps the single
Its work procedures involve issuing most important factor in their success is the
instructions or blindly implementing them. quality of leadership. Specifically, it is the
By contrast the organizational structure ability to relate with humility and love with
associated with th&aqgiraanaapproach is the poor. It is to build a team which while
non-hierarchic, designed to provide spacebeing internally coordinated, at the same
for thought and action by autonomoustime, enables each member to become a
individuals in collegial interaction. Its work centre of thought and action. The successful
procedures instead of being a simpleNGO leader creates the team synergy to
dichotomy between instructions and develop innovative responses to each new
compliance, are designed for mutually problem on the ground. Yet, he/she ensures
fertilizing dialogues, action and collective that each action by the team contributes to
reflection. reinforcing the process of the poor taking
charge of their own development. The
effective leader focuses the team to
V.2 Taking SvALL NGOs 10 ScALE: SoME experience the potential of the poor and to
NEcEssARY CONDITIONS FOR Success'’ grasp the specific dynamics of how they can
organize, take responsibilities and initiate
The aim of up scaling of small NGOs would change. Thus, the challenge for the NGO
be to reach the district level only, but with leadership is to so relate with the poor and
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the team, that every act, every word, everyquestion is what are the key changes within

moment of silence, contributes to fertilizing the organization which could enable them

the other, rather than establishing control:to reach a full coverage of a district size. In

Liberating rather than inducing dependency.this context, seven key changes may be
The second factor in the success of thoseequired:

small NGOs which engage in social
mobilisation, is the identification, training
and fostering of village level activists who
gradually begin to manage existing COs,
thereby, enabling NGO staff to give more
time to develop new COs. This process of
devolution of management responsibility
from NGO staff to village level activists is
a crucial factor in the enlargement of NGO
coverage in a situation where funds are
limited and rapid expansion of staff
financially infeasible. The converse of this
dynamic is that if too much money becomes
available too early, it undermines discipline,
initiative and energy of the NGO.

The third factor in the success of small
NGOs which have reached significant scale
is the development of second level
management and the ability of top level
leadership to devolve responsibility,
acknowledge their achievements and to
learn from them just as much as it is
necessary for the leadership to learn from
the poor. An inner wakefulness that comes
from transcending the ego is necessary to
be always open to learning from the poor,
and from each member of one’s team. It is
this openness to learning from others that
constitutes the basis of the organization’s
dynamism, its innovation and its sense of
being a community.

The fourth factor in the success of small
NGOs in reaching significant scale is the
development of credible accounting
procedures, and a regular monitoring and
evaluation exercise on the basis of which
donor funding can be sought when it is
required. In each case the successful NGO,
apart from devising efficacious modes of
reflection and action with the village
communities, also develops formalized
recording and reporting systems.

V.2.2 Key Features in the Transition from
Small Sized to District Level NGOghose
NGOs which started small and through
certain specific features (discussed above)
have reached a medium-size are now faced
with the challenge of up-scaling to a district
level size. Typically, the successful NGOs
started work in one hamlet a decade ago,
are now working in scores of villages. The
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(i) The single leader at the top

(ii)

(variously called Chairman,

President or Chief Executive
Officer) would need to build a team
of at least three or four leaders who
can work independently at the top
level. This is necessary in a situation
where programme operations
become so geographically diversi-
fied within a district that overall

programme management would
need to get decentralized to the
Union Council and Tehsil levels.

For a major up-scaling of small
NGOs to successful medium-sized
NGOs, it would be necessary to
receive grant funding for
institutional strengthening and
growth. The Pakistan Poverty
Alleviation Fund that has recently
been established, could provide such
funding after careful evaluation of
the concerned NGOs and
assessment of their expansion plans.

(iii) As the organizational structure of

the NGO changes from a centralized
to a geographically decentralized
one, within a whole district, the

methodology of work would also

have to change to enable
introduction of procedures for

monitoring and strategic planning.
As full autonomy is granted to

Union Council and Tehsil level

regional programme heads, each of
them would be expected to report
and evaluate on programme
performance within an agreed
format and in consultation with

community organizations and the
regional programme team. This
evaluation could be done on a
monthly basis and could feed into
the process of developing regional
programme plans on a quarterly and
annual basis. These tehsil level
regional programme plans prepared
initially at Union Council level

regional programme offices, would



include issues such as the number
and locations of new COs to be
formed and the deepening of
existing COs. It would also include

facilitating the preparation of

participatory village development

programmes for infrastructure,

social sector services, and off-farm
enterprises, as and when such
services are identified by COs. The
deepening of existing COs in the
regional programme plans would

include devolution of organizational

responsibilities to Union Council

and then village activists for

managing village level or village

cluster level apex organizations of
the poor. Such devolution of

responsibility would, on the one

hand, enable self-managed
community organizations to

develop, and on the other hand,
enable the NGO to keep its

overheads low as it enlarges its
coverage within the district. The

regional planning exercise could be
conducted at the Tehsil level office

on a quarterly basis. However, this
process could also involve annual
plenary planning sessions at District
level Head Office where village

activists, key members of regional

teams and Head Office personnel in
planning, monitoring and human

resource development, would

interact with each other.

(iv) One of the necessary conditions for

successful NGOs that up-scaled to
medium-sized level, was the
development of a nascent middle
level management in their team,
although still tightly supervised by
the top leadership. As small NGOs
up-scale to district level size and
achieve geographic diversification,
such middle level management
would have to be brought to
maturity, allowed greater autonomy
and considerably increased in
number. Such middle level
management would play a key role
in coordinating social mobilization,
training of Union Council level
managers and teshil level managers
and village level activists, and

v)

(vi)

accessing technical support and
credit. The middle management
Union and Tehsil level cadre by
virtue of its proximity to the field

would also be important in

collecting data necessary for
monitoring, evaluation and

planning.

The challenge to NGO up-scaling is
that unlike RSPs, they must keep
overheads costs to a minimum level.
In order to achieve this, it is
necessary for the NGO to be able to
withdraw from those villages where
COs have achieved adequate
maturity and have developed the
capacity to form apex support
organizations of their own. The
critical factor for enabling NGOs to
devolve organizational responsibi-
lities to apex organizations of COs,
is the development of a cadre of
village activists with training in the
following fields: (a) community
management skills, (b) ability to
interact with donor organizations
and government line departments,
(c) expertise in a range of basic
skills  such as, livestock
management, agriculture, soils,
irrigation, natural resource
management and micro-enterprise
development. Such a cadre could
constitute a core management team
in an independent apex support
organization.

As the NGO up-scales to a district

level size it would generate a variety
of training needs for CO members
at the village level, as well as career
development and professional
training needs of NGO personnel.

Consequently, a human resource
development programme within the

NGO may be necessary to identify
the human resource and career
development needs specific to the
internal dynamics of the NGO's

work. The human resource

development section within the

NGO would need to be a lean unit
which should network with diverse

specialized institutions to access the
required training services.
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(vii) As the NGO reaches a district scale,

there would be a quantum leap in
the range and complexity of
financial flows within the NGO
programmes and also between the
NGO and macro level institutions
(such as PPAF, commercial banks,
donor agencies and government
departments). It would, therefore, be
essential for the NGO to have a high
quality professional finance and
accounts division, with the ability
to develop and operate MIS,
finance, accounting and statistical
software packages. Members of this
division, while having the best
available skills as chartered
accountants and finance managers
would need to be sensitized to the
methodology of Participatory
Development and their work
integrated with field operations. It
would be necessary to develop
accounting procedures that while
meeting the auditing requirements at
the most rigorous level, would also
have the innovativeness and
flexibility to cater to the unique
nature of development NGOs credit
operations.

Box 1 shows the key features of NGOs
at each stage of their growth from small to
District level size. The features specified at
the small size and transitional stages,
actually prevail in successful NGOs that
have grown to a significant size. The
features in the third stage (District level),
however, are indicative in nature, for
District level NGOs to be sustainable, cost-
effective and genuinely participatory.

VI. ENABLING APEX STRUCTURE

FOR POVERTY ALLEVIATION
WITH NGOs

(i) Enable the recently established

PoveRrTY, GROWTH AND GOVERNANCE

PPAF to engage in capacity building
of small NGOs to enable them to
reach Tehsil and District level
category, so that it can fulfill its
mandate of becoming an apex
organization for fostering the rapid
growth of partner organizations
engaged in poverty alleviation. This
capacity building would involve the

(ii)

development of four dimensions of
its organization: (a) the ability to

coordinate rigorous evaluation and
impact assessment of the work of
partner organizations. (b) coordinat-
ing management support for local
government and NGOs (for example,
MIS, systems for accounting and
project management), which are in
the process of up-scaling, (c) provide
a forum for local government

institutions and NGOs to learn from
each other’s experience, (d) provide
a forum for policy dialogue on

poverty issues between local
government Nazims, NGOs,
provincial and federal governments,
donors and the private sector.

Establish a national facility for
training village activists in a variety
of skills, social mobilizers and
management professionals. It should
be a lean organization with a
mandate to network with all NGOs,
identify their training needs and then
coordinate with different training
sources, develop courses and ensure
that high training standards are
established. The sources would
include VTls, training facilities in
provincial government line depart-
ments, (such as Agriculture,
Forestry, Livestock and Irrigation
departments), autonomous organiz-
ations and the private sector.

(iii) The volume of credit being disbursed

(iv)

by the PPAF and Khushali bank
could be increased substantially.
Equally important the percentage of
PPAF loans going to smaller NGOs
(or smaller wholesalers) should be
increased to diversify its loans
towards smaller partner organiz-
ations. At the moment as much as
91.6 per cent of PPAF disbursements
have gone to the RSPs, with 50 per
cent going to the NRSP alone.

Establish a national Monitoring,
Evaluation and Participatory Poverty
Assessment Institute (MEPPAI) in
the private sector supported by
donors and government which has
the professional expertise to
undertake rigorous monitoring,



Box 1 NGO Growth and Changing Profile of Key Features

Sr. Key Small NGO Transition to Upscaling Large NGO

No. Features (Prevalent Features) (Prevalent Features) (Indicative Features)

1. Leadership Single, dedicated leader Emergence of one or more field  Hiring and training of professiona
usually without formal officers as Union Council and dedicated leaders for Tehsil
management training. programme Heads. Hiring of level programmes. Elevation of

specialists at senior management talented lower management field
level. officers to Union Council and
Tehsil level leadership positions.
2. Management Absence of formalized Institutional regulations and job Formalized management systems,
Systems procedures, multi-function specifications emerge; yet, functional division of roles,
role of staff members, emphasis on participatory systematic, periodic collective
intense synergy and team decision making; collective reflection to ensure participatory
work. An openness to reflection in regular staff decision making and planning.
learning from the poor and meetings. Inhouse research capacity and lin
from each other. up with specialized research
institutions.

3. Accounting and  Rudimentary, operated by Hiring of professional Hiring of top-level finance
Finance non-specialists. Maximum accountants emergence of manager with professional finance
Systems emphasis on keeping costs  financial analysis, computerized and accounting team, sensitized tp

at lowest level. accounts and formal auditing. participatory development
approach, development of
customized software for MIS and
credit operations.

4, Devolution of Social mobilization and Emergence of cadre of village Large experienced cadre of villag
Responsibility support functions performed activists, who share support role; activists, matured multifunction
to Independent  only by NGO staff. emergence of independent VOs; emergence of independent
Apex Support multifunction support apex multifunction support
Organizations organizations at village level. organizations at village cluster or
of VOs tehsil level. They enable

redeployment of NGO field staff
and hence NGO overheads kept
low.

5. Relationship Funding usually from single  Funding from multiple donor Establishment of an endowment
with Funding foreign donor, covering sources for both operations and  fund at the district level, project
Agencies function specific institutional capacity building. specific and region specific

operational costs hence Application to PPAF for funding from multiple donor

occasional donations from institution building grant and sources, link up with banks and

friends of leader. credit line. PPAF for financing credit
operations.

6. Relationship Government departments Nascent links with government Systematic working relationship
with usually hostile, avoiding line departments to access with government.

Government pressure from lower technical support for VOs, good Line departments at the district,

echelon government
officials a significant
preoccupation.

working relationship with
district officials and selected
provincial secretaries.
Interference by vested interests
amongst senior government
officials and politicians a major
hazard particularly due to
fragility of NGO at this stage.

~

W

and tehsil and Union Council
level. Systematic working
relationship with specialized
institutions for technical support
and training in government,
autonomous and private sectors.
Unwarranted government
interference through senior
officials and politicians could be @
significant hazard.

Source Akmal Hussain, ILO/CEPR, op. cit.
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NGOs that enable the
formation of autonomous
organizations of the poor
could play an important
role in creating a systematic
relationship between local
governance and poor
communities. Such a
relationship would enable
the poor to participate in
identification and
implementation of
development projects as
well as decisions related
with access over markets
and local power structures.
It could also help broaden
the social base of power,
authority and the allocation
and use of public resources

evaluation, and impact assessmentto the impact of NGO intervention on
exercises for the PPAF and NGOs, incomes, nutrition and health of the poor.
on demand. Such an institute would This has implications for organizational
also network national data collection forms and work procedures.
and research institutions (such as the Under the devolution programme a new
Federal Bureau of Statistics, PIDE, structure of local governments at the district
LUMS) to bring their expertise level is emerging, within which elected
together for particular impact representatives will be expected to
assessment exercises. Theundertake (amongst other functions) poverty
Participatory Poverty Assessment alleviation at different tiers of local
(PPA) currently initiated by DFID government (district, tehsil, union council
could be institutionalized into a and village levels). Within this structure
permanent feature within the NGOs that enable the formation of
MEPPAI. autonomous organizations of the poor could
play an important role in creating a
systematic relationship between local
CONCLUSIONS governance and poor communities. Such a
relationship would enable the poor to
In this chapter we have examined the issuegarticipate in identification and
of NGOs emerging as an institutional basis,implementation of development projects as
(alongside the government), for contributing well as decisions related with access over
to poverty alleviation. The total coverage of markets and local power structures. It could
NGOs currently, is relatively insignificant also help broaden the social base of power,
compared to the magnitude of the poorauthority and the allocation and use of
population. The NHDR/PIDE 2001 survey public resources.
for example shows that of the total loans If NGOs are to play this role they would
received by all categories of the sampleneed to function at the district level rather
population, the percentage of loans receivedhan across districts. This would be
from NGOs was only 0.8 per cent in the necessary if only to prevent centralized trans
rural areas and 1 per cent in the urban areaglistrict and un-elected organizations to
Similarly the NRSP which is by far the impinge upon an elected decentralized
largest NGO in the country, operating in system. Equally important, the emphasis
twenty-seven districts, nevertheless has gerhaps may need to shift from building
total coverage of only 293,000 beneficiaries.centralized NGOs in a large number of
Even if we assume that all of them fall in districts with low intensity of coverage (and
the category of the poor (the NHDR/A.I. high overheads) in each, towards district
Hamid Spot Survey shows that a significantspecific NGOs which achieve full coverage
percentage are not), even then thisof the poor population in the villages, union
constitutes 0.7 per cent of the forty million councils and tehsils of that district. The
rural poor. Accordingly we have examined question therefore becomes how small
the issue of the increase in coverage ofNGOs operating at the village or union
NGOs and the effectiveness of their impactcouncil level can grow rapidly and cost
on the poor. This was done in the context ofeffectively to achieve full coverage of the
examining different types of NGOs, the poor population of that district. A related
comparative effectiveness of their impact onissue is how can organizations of the poor
the poor, and key organizational andbe enabled to become genuinely
management issues involved in up scaling.autonomous on the one hand and link up
We also identified the elements of an with local governments on the other? We
enabling institutional structure at the have discussed some of the organizational
national level, which could accelerate the and management issues that would need to
growth and enhance the effectiveness ofbe addressed in this context. These involve
NGOs. building multiple tiers of professional
The NHDR/A.l. Hamid Spot Survey management, MIS, accounting and project
showed that there was considerable variatiormanagement systems to enable decentraliz-
with respect to the effectiveness of targetingation of district NGOs to tehsil and union
of the poor between various NGOs. Therecouncil levels. Hierarchic, centralized
was also considerable variation with respectstructures of management may need to be
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replaced with decentralized ones which can
provide space for thought and action by

autonomous individuals in collegial

interactions (this is the distinction between

messianic andfagiraana management

systems) The work procedures instead of
being a simple dichotomy between

of credit disbursed by the PPAF
covers only 50,000 beneficiaries
which is an insignificant proportion
of the total number of poor in need
of microcredit.

instructions and compliance could be NOTES

designed for mutually fertilizing dialogues,

actions and collective reflection. The 1. For a more detailed discussion on the limitations

purpose is to build a team that enables the
poor to grasp the specific dynamics of how
they can organize, take responsibilities and ,
initiate change.

In terms of the national level institutional

structures which could enable rapid growth
of coverage from village level to district
level NGOs and also for more effective
impact, the following policy proposals
emerge from the analysis:

(i) To enable the Pakistan Poverty
Alleviation Fund (PPAF) to foster
the rapid growth and replication of
partner organizations engaged in
poverty alleviation. The capacity
building in the PPAF could address
the following dimensions: (a) to
develop the ability to coordinate an
independent and more rigorous
evaluation and impact assessment of
partner organizations; (b) providing
management support for local
government and NGOs (example
MIS, project management and
accounting systems).

(ii) Establish a national facility for large
scale training of village activists,
social mobilizers and management
professionals.

(iiif) Establish a national monitoring and
participatory poverty assessment
institute in the private sector support-
ed by donors and government. It
should have the expertise to
undertake rigorous monitoring and
impact assessment exercises for the
PPAF and NGOs when required.

(iv) A large increase in the scale of credit
being disbursed by PPAF and
Khushali Bank is required if they are
to supply a significant proportion of
the microcredit currently being
demanded. So far the total amount

of top-down development programmes, See,
Akmal Hussain,Poverty Alleviation in Pakistan
Vanguard Books, Lahore, 1994, pp. 23-36.

For a detailed discussion of this perspective on
poverty see, Akmal Hussain, ‘Pro-Poor Growth,
Participatory Development and Decentralization:
Paradigms and Praxis’, chapter in, Wignaraja,
Sirivardana (ed.), Pro-Poor Growth and
Governance in South Asia—Case Profiles of
Participatory Development and Decentralization
Reforms Zed Press London (Forthcoming).

For a more detailed discussion of this approach,
See, Akmal HussainPoverty Alleviation in
Pakistan op. cit., pp. 23-39.

4. See, Ponna Wignaraja, Akmal Hussain, Harsh

5.

Sethi and Ganeshan Wignarajaarticipatory
Development, Learning from South Aslanited
Nations University, Oxford University Press, 1991.
For example, NRSP, easily the biggest RSP
concentrates its work in the rural areas but also
manages the Urban Poverty Alleviation Project in
Rawalpindi.

Similarly PIEDAR primarily offers micro-credit
in its urban/peri-urban Kabirwala operating area,
but supports community based irrigation
management and primary education for rural girls
(but not micro-credit) in its other, rural, operating
area in Darkhana. It also supports urban waste
management in low-income wards of Quetta,
Balochistan, conservation of lakes in Upper Swat,
NWFP, and an environmental education network
that spreads across Urdu-medium schools in low
income areas of Rawalpindi-Islamabad and
Lahore.

Again, Kashf for example is single function in
the sense that its primary and most important
service is provision of micro-credit but it has
ancillary activities in elementary business
management to assist its clients as well as an
enterprise development initiative for the poorest
women who cannot yet afford to run a business.
Its Enterprise Development Section designs
products, and explores markets for clients
products. Kashf also works with clients on such
social issues as prevention of violence against
women and promotion of sanitation, etc. A new
initiative, Shaafi Project, is looking at ways to
improve the health of Kashf's clients. Taken
together, these ancillary activities will clearly
move Kashf in a multifunctional direction.

6. The discussion on types of Participatory

7.

Development NGOs is drawn from the research
input of Agha Imran Hamid.

The agglomeration okachi abadisknown as
Orangi has an estimated population of about a
million. OPP points out that there is therefore, a
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10.

11.

12.

13.
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lot of ground still to be covered in its immediate 14.

vicinity.
This sub-section is drawn from Akmal Hussain,
Poverty Alleviation in Pakistarop. cit., pp. 26-28.

This sub-section is based on the research input ofl5.

Mr Agha Imran Hamid.

See, also impact assessment data of the Spat6.

Survey, Section-1V.

For a more detailed analysis of this double squeeze
on the poor peasant, see, Akmal Hussain,
‘Squeezed Out by Progress,’ iDevelopment:
Seeds of Changd985, p. 3.

OCT which does not form borrowers groups 17.

nevertheless relies on guarantees from two
previous successful borrowers.

This section is based on the research input of
Mr Agha Imran Hamid.

See, for exampleGovernment/Donor/NGO
Collaboration: Lessons Learnt And The Action For
The Future a report prepared for UNDP Pakistan,
1986, pp. ii, 7-8.

Dr Akhtar Hameed Khan in hi®rangi Pilot
Project: Reminiscences and Reflectipog. cit.

The formulations about management principles in
this sub-section are drawn from field experience
of Akmal Hussain as the first CEO (honorary) of
the Punjab Rural Support Programme. See, Akmal
Hussain,The First Four Months, CEO’s Report to
the Board of DirectorsPRSP, 1998.

This sub-section is based on Akmal Hussain,
Employment Generation, Poverty Alleviation and
Growth in Pakistan’s Rural Sector: Policies for
Institutional ChangeReport prepared for the ILO
(CEPR), Pakistan, March 1999.
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A STRATEGY OF ECONOMIC GROWTH AND
EMPOWERING THE POOR
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What has been said,
Has entered our consciousness,
So now we must actualize it

Whatever colour | weave
| weave deep

- SHAH HUSSAIN
17th Century Punjabi Sufi Poet
(Translation)



CHAPTER 5

A Strategy of Economic Growth and
Empowering the Poor

INTRODUCTION be helpful in providing a conceptually
integrated perspective on a revival strategy
In chapters 1 and 2 we have identified thethat can be pursued. In section-IIl, we will
structural features of the economy thatpresent the outline of an approach for a
during the 1990s not only slowed GDP direct attack on poverty through
growth, but also accentuated its adverseParticipatory Development at the local level.
effects on poverty and unemployment. In this context, we will discuss the role of
Therefore a strategy of economic revival women’'s NGOs and the dangers being faced
would need to have two inter-related by them from local power structures. We
dimensions: First, a restructured growthwill also examine the challenge and
process so as to achieve not only a higheopportunity of the induction of a large
GDP growth rate but also an enhancednumber of women councillors in local
ability of given GDP growth rates to reduce government institutions. Finally, we will
poverty. Second, a direct attack on povertydraw some of the lessons from the
which enables the poor to achieve aexperience of decentralization reforms from
sustainable increase in productivity and South Asian countries in the context of the
incomes, and thereby contribute to a fastemitfalls of implementation. In section-1V, we
and more equitable economic growth. will briefly review some of the economic
In chapter 1, we examined the major policy measures that have already been
elements of the multifaceted crisis of initiated by the government.
finance, economy and the human condition.
We also identified some of the structural
and institutional features that need to bel. STRUCTURAL FACTORS IN SLOW
addressed in a strategy to overcome the GROWTH AND RISING POVERTY
crisis. In chapter 2, we traced the historical
inter-play between the deterioration in Let us begin by identifying the major
institutions of governance, economic policy features of the crisis in the real economy
and the structure of economic growth which that need to be addressed. These are:
induced rising unemployment and poverty.
In chapter 3, we analyzed the processes
through which poverty is perpetuated at thel.1 GovernaNcE, POVERTY AND
local level to draw attention to the points at UNEMPLOYMENT
which efficacious policy interventions can
be made. Based on our analysis of thePoverty and unemployment have increased
processes of poverty and the structure ofrapidly during the 1990s. This is due to the
the economy we will in this chapter fact that while GDP growth declined during
articulate a broad strategy of pro poorthe 1990s, there has also been a decline in
growth. In section-I, we will indicate in employment elasticities, labour productivity
summary form some of the major structuraland real wages in both agriculture and
features of the economy and the povertyindustry (see chapter 2). At the same time
process that need to be addressed in suchtaree aspects of governance during the
strategy. We will also briefly indicate the 1990s intensified the economic burden on
adverse implications of environmental the poor (see chapter 2):
degradation in Pakistan on growth and

poverty. In section-1l, we will give an (i) Due to poor financial management
outline of a strategy that can achieve both of successive governments in the
faster growth and faster poverty alleviation. past both the level of development
Many of the proposals contained in this expenditure and efficiency of its use
strategy have already been adopted by the declined. This contributed to the

government. Nevertheless, this section may decay in the already inadequate



social infrastructure and also to a peasants face input and output markets
slow down in GDP growth and where they have to pay a relatively higher
falling employment elasticities. price for their inputs and get a relatively
lower price for their outputs compared to

(ii) The failure to control budget deficits large farmers. At the same time, due to lack
combined with the attempt to finance of access over the formal credit markets the
them through indirect taxation also poor peasant often has to borrow from the

contributed to increasing poverty, landlord and as a consequence is obliged to
since the adverse impact of suchwork on the landlord’s farm at less than

taxation has a relatively greater market wage rates. The poor peasants could

impact on the poor. be losing one-third of their income due to
asymmetric markets for inputs and outputs
(i) Widespread corruption in (see chapter 3).

government may have contributed to  In the urban and semi urban areas where

increasing poverty in three ways: (a) the poor households are predominantly

The changing magnitude of involved in micro-enterprises an important

corruption over time and at different factor in low incomes is the low productivity

levels of decision making in and profitability of their micro-enterprises

government was a major factor in the (see chapter 3).

uncertain policy environment and a

constraint to estimating accurate 1.2.1 Policy Implications Better access for

project feasibilities. This could be the poor over the markets for labour, land,

expected to slow down investment agricultural inputs and outputs, means

growth and employment. (b) The changing the balance of power in favour of

transfer of some of the domestic the poor at the local level. This requires

savings of the private sector to facilitating emergence of autonomous

corrupt politicians and government organizations of the poor, particularly poor

officials rather than into investment women at the village, Union Council, Tehsil

could be a factor in slowing down and district levels. It also means enabling

GDP growth. (c) The financial cost the poor to access credit, training and

of individual projects increased, technical support for increased employment,

thereby simultaneously slowing productivity and incomes.

down GDP growth for given levels

of investment and also reducing the

employment elasticities with respect 1.3 INSTITUTIONAL FACTORS IN SLOW AND

to investment (see chapter 2 for a UNsTABLE CROP SECTOR GROWTH?!

more detailed analysis).

In agriculture, the average annual growth

[.1.1 Policy Implications (a) Induce higher rate of major crops has declined from 3.34
investment, reduce incremental capital outputper cent during 1980s to 2.38 per cent in
ratios, and increase employment elasticities1990s. At the same time, the frequency of
with respect to both output and capital in negative growth years in some of the major
order to increase employment. (b) Increasecrops has increased. The slow down in
the level and efficiency of government growth and increased instability of output
development expenditure to increasein major crops has resulted in sharply
employment. (c) Increase transparency ofincreased rural poverty on the one hand and
governance and reduce corruption to alleviatea slow down in the export growth on the
poverty. (d) Improve the efficiency of other. Underlying this phenomenon are five
institutions responsible for delivering public major institutional constraints (see chapter
services to alleviate poverty. 1 for details).

.4 Some CONSTRAINTS TO THE GROWTH OF
.2 AsymmeTRIC MARKETS, LocAL Power THE LARGE ScALE MANUFACTURING

STRUCTURES AND POVERTY SECTOR

As the analysis in chapter 3, based onThe large scale manufacturing sector which
NHDR/PIDE survey data shows, that poor historically was growing at 7 to 11 per cent
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per annum is now growing less than 3 perthe impact of loss of bio-diversity, loss of
cent. The factors underlying this dramatic cultural heritage, and long-term effects on
decline include the following: hazardous wastes due to lack of data. The

study by M.W. Addisohincludes destruction
(a) A fundamental structural constraint to of mangrove forests but not losses of tourism
industrial growth as indeed the underlying revenue. These studies on the basis of
factor in slow export growth, is the failure considering six sectors alone estimate income
to diversify exports. Thg large scale losses from environmental degradation of o cconomic growth
manufacturing sectpr, partlcula'rl'y exports between 3.5 to 4.2 per F:ent of GDP. sirategy should aim to
are concentrated in the traditional low Both the above mentioned studies suggest ,. . .
value added end of textiles. (b) A changedthat the greatest loss to national income | ptlmlzg four .parameters.
pattern of global demand for industrial with respect to the health impact of watef?) Achieve higher GDP
products with a shift towards higher value pollution, especially diarrhea and othefoWth with a relatively low
added and knowledge intensive products.water borne diseases. It appears that implidiivestment (i.e. have a low
Pakistan’s industrial structure was not national income losses of between US$380icremental capital output
positioned to respond quickly to these million to US$883 million could be avoidedratio). (b) Generate higher
changed market conditions. (c) An erosionby providing safe drinking water andemployment for given
pf the domestic framewprk With'in WhiCh. san!tation. Similarly prima}ry health. impactsgrowth rates of GDP
!nvestment. and grqwth is sustained. Thlsattrlbuted to urban air pollution are c) Generate higher exports
includes: (i) A co'n'tlnued threat to thg life es'tlimated .at between US$174 to US$36E%) Achieve greater equity
and property of citizens due to a continuedmillion while losses of agricultural output o
poor law and order situation. (ii) High attributable to soil degradation are estimate%incI poverty alleviation
electricity tariffs, relatively high interest to be between US$221 to 357 millidn.
rates (though these have fallen this year),
(iii) Lack of trained professionals

especially in the high skill sector, (iv) An ||. RESTRUCTURING GROWTH FOR
inadequate technological base through EFASTER POVERTY REDUCTION ¢
which industry can respond in a flexible
way to changing patterns of demand, (V) Having examined some of the main factors
An adverse policy environment in the pastynderlying the crisis in the real economy,
within which tariff and export incentives |et us outline a possible economic strategy
were distorted against those entrepreneurshat could be undertaken, to lay the basis
who were seeking to improve quality and for a sustainable pro poor growth. Such a
productivity for export growth, (vi) strategy could be designed to optimize four
Dumping of smuggled, poor quality and parameters: (a) Achieve higher GDP growth
extremely low priced imported goods ith a relatively low investment (i.e. have a
which are often counterfeit copies of jow incremental capital output ratio). (b)
branded Pakistani manufactured goods.  Generate higher employment for given
growth rates of GDP (c) Generate higher
exports (d) Achieve greater equity and
[.5 ENvVIRONMENTAL DEeGRADATION, GDP poverty alleviation.
GROWTH AND POVERTY? A four pronged revival strategy needs to
be undertaken in the light of the structural

The available studies on the quantitative constraints to growth and poverty alleviation
impaCt of environmental degradation on GDpspeCmed in section-l of this Chapter_

indicate the substantial adverse consequences

of air and water pollution on public health

(and hence on GDP via labour productivity) ||.1 | vproviNG THE SUPPLY OF IRRIGATION
and the impact of deforestation and soil WATER

degradation on productivity in the agriculture

sector. For example the study by C. BrandonThe first prong of the growth strategy should
(World Bank) includes public health impact pe a national campaign on a war footing to
of air and water pollution, and productivity rehabilitate Pakistan’s irrigation system
impact of soil and rangeland degradation,which is currently in a state of acute
deforestation and reduction in touri$m. disrepair due to decades of poor
However, this Study does not include themaintenance_ Such a Campaign would
impact of water pollution on fisheries, nor jnyolve organizing semi-skilled labour for
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the desilting of canals, strengthening thevegetables and flowers. Let us illustrate this
banks, organizing villagers for making initiative by using the example of milk. At
‘Pucca Khaalas’ (concrete lined water the moment Pakistan is producing
courses) and to improve the gradient ofapproximately 177 billion rupees worth of
water courses and farmlands in order tomilk annually for domestic consumption.
improve both the delivery and application This makes milk the largest agricultural
efficiencies of irrigation. Such a campaign product. By comparison, wheat, Pakistan’s
being inherently labour intensive would not largest crop has an annual production value
only generate employment rapidly but also of approximately 111 billion rupees. Unlike
help to improve water availability and yields wheat however, the output of milk can be
per acre at the farm level. If the campaign isaccelerated sharply within a couple of years.
professionally designed and managed, theCurrently Pakistan’'s milch cattle have a
funding for financing wage payments to the yield per animal which is one-fifth of the
newly employed labour force could be European average. Demonstrable experience
sought from multilateral agencies, some ofin the field has shown that the milk yields
which have poverty alleviation and per animal in Pakistan can be doubled
sustainable agricultural growth as their within two years through scientific feeding,
priority concerns. The district level breeding and marketing. If the institutional
development institutions in the local framework could be established for training
government system could coordinate withthe farmers in scientific feeding and
union councils, village development breeding and if the logistics could be set up
councils and autonomous farmers to collect milk from the farm door by means
associations to implement such a campaignof refrigerated transport, milk output in
Pakistan could be doubled. This would have
a dramatic impact not only on the incomes
[1.2 | NFRASTRUCTURE DEVELOPMENT of poor peasants, but also on exports and
overall GDP growth.
In addition to the campaign for improved  Pakistan lies at the hub of milk deficit
maintenance of the irrigation system otherregions such as Central Asia, West Asia and
labour intensive infrastructure projects South East Asia. Hence it could be argued
should also be undertaken to simultaneoushthat if milk out put in Pakistan could be
generate employment and stimulatedoubled, exports earnings would increase to
aggregate demand in the economy. Suchsuch an extent that they would make a major
projects could be the building of farm to contribution to overcoming the balance of
market roads, national high ways and ports trade deficit. Such an initiative therefore can
upgrading the railway system and enlarginglead to accelerated exports, higher GDP
its transport capacity for bulk cargo togethergrowth and improved income distribution in
with an improved communication system Pakistan. A possible institutional framework
and increased production of cheaper energyor such an initiative could be the
through domestically available coal rather establishment of dairy development boards
than imported furnace oil. at the provincial level linked up with
Such infrastructure projects would need development institutions at the district and
to be undertaken through joint venture union council levels in the local government
arrangements between domestic construcstructure.
tion outfits such as the Frontier Works  Marine Fisheries, also provide a
Organization and specialized foreign firms. significant potential for improving foreign
The joint ventures would have to be pro- exchange earnings although not as large as
actively facilitated by the government. the potential for milk. Here again what is
required is improved institutional support
and better management rather than huge
[I.3M ik, MARINE FISHERIES AND HiGH investments by the Government. In the case
VALUE ADDED AGRICULTURE PRODUCTS of marine fisheries currently there are large
losses and failure to achieve significant
The third prong of the revival strategy is to exports due to the fact that the storage
rapidly develop export led production conditions of fish during transportation are
capacity for milk, fisheries and high value both unscientific and unhygienic by
added agricultural products such as fruits,international quality standards. Currently
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alternate layers of fish and hard, sharp edgednvestment compared to the large scale
ice are placed in containers on the boatsmanufacturing sector. Therefore the rapid
Under the weight of upper layers of fish growth of small scale enterprises would not
and the sharp edged ice, fish at the loweronly accelerate economic growth in the
layers are crushed, and the resultantmedium term at relatively low levels of
bleeding causes putrefaction. To avoid this,investment, but would also increase
it is necessary to provide shelves for layeredemployment and exports for given levels of
storage of fish in boats, topped by dry ice, GDP growth. The key strategic issue in
with fiberglass covers. Through such accelerating the growth of SSEs is to enable
measures it would be possible to bring backthem to shift to the high value added, high
the fish at the European Union standards ofgrowth end of the product market.
minus PC and thereby make it exportable.  Field visits to a large number of small
An export potential of 300 million dollars scale enterprises in the Punjab and Frontier
exists over the next three years if suchprovince have revealed that they have
improved management of the marine considerable potential for growth and high
fisheries industry could be achieved. value added production such as components
The third element in increasing high for engineering goods or components of
value added production and export in thehigh quality farm implements for the large
agricultural sector would be to facilitate the scale manufacturing sectbrYet they are in
production of fruits, vegetables and flowers many cases producing low value added
for exports. This would require institutional items like steel shutters or car exhaust pipes.
support for improved quality of output, This results in low profitability, low savings
improved grading, packaging, and and slow growth.
refrigerated transport right up to the cargo
terminals for air freight to the export market. 11.4.1 Constraints to the Rapid Growth of
SSEs Small scale enterprises in small towns
of Pakistan face the following major

1.4 RAaPID GROWTH OF SMALL ScALE
ENTERPRISES (SSE)

The fourth prong of the strategy would be
to provide the institutional support necessary
for the rapid growth of small scale

constraints:

(i) Inability of small units to get
vending contracts for the manu-
facture of components from the LSM
sector.

enterprises. These SSEs include high value (i) Due to lack of expertise in

added units in light engineering automotive
parts, moulds, dyes, machine tools and
electronics and computer software.
Training of a large number of software
experts with requisite support in credit and
marketing could quickly induce a significant
increase in software exports from Pakistan.
Pakistan could build a pool of software
experts for a large increase in export
earnings. This would of course require a
proactive government to establish joint

production management, the frequent
inability to achieve quality control,
and to meet tight delivery schedules.

(iiif) Lack of specific skills like advanced
mill work, metal fabrication,
precision welding, all of which are
needed for producing quality
products with low tolerances and
precise dimensional control. In other
cases accounting and management
skills may be inadequate.

ventures between large software companies (iv) Difficulty faced by small units in

such as Microsoft and Pakistan’s private
sector institutions such as LUMS and
INFORMATICS. The Ministry of Science
and Technology is already moving rapidly
ahead in facilitating the growth of
information technology in Pakistan. In this
sub-section however we will focus on small
scale manufacturing enterprises.

Small scale industries have a low
gestation period, are labour intensive, and
can generate a larger output per unit of

getting good quality raw materials,
which often can only be ordered in
bulk (for which the small
entrepreneurs do not have the
working capital), and from distant
large cities.

(v) Lack of specialized equipment.

(vi) Absence of fabrication facilities such
as forging, heat treatment and
surface treatment which are required
for manufacture of high value added
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products, but are too expensive for
any one small unit to set up.

(vii)Lack of capital for investment and
absence of credit facilities.

(ii)

[1.4.2 Overcoming the Constraints to the
Growth of SSEsOvercoming the afore-

mentioned constraints would involve
providing institutional support in terms of

credit, quality control management, skill
training and marketing. This could be done
by facilitating the establishment of industrial
support centers (ISCs) located in the
specified growth nodes in selected towns
where the entrepreneurial and technical

contracted to the SSI on the basis of the
skills and potential strengths of the unit
concerned.

Monitoring and Quality Control

Having given the sub-contract, the ISC
would then monitor the units closely
and help pinpoint and overcome unit
specific bottlenecks to the timely
delivery and quality control of the
manufactured products. These
bottlenecks may be specialized skills,
equipment, good quality raw material
or credit.

potential as well as markets already exist.(iii) Skill Training and Product Develop-

(For details of the growth nodes see
Annexure 1). Such support institutions
(ISCs) while being facilitated by the
government and autonomous organizations
such as SMEDA can and should be in the
private sector and market driven.

The concept of the Industrial Support

Centres is based on the fact that small scale

industrialists in Pakistan have already
demonstrated a high degree of
entrepreneurship, innovation and efficient
utilization of capital. The ISCs would provide
an opportunity for rapid growth to SSEs
through local participation in extension
services, prototype development, and
diffusion of improved technologies,

equipment and management procedures. The

ment

Skill training for technicians could be
provided by the new good quality
vocational training institutes (VTIs) that
have emerged since the late 1990s. in
the Punjab under the auspices of the
Vocational Training Council and
similar VTIs could be established in
other provinces. The ISC would provide
specialized supplementary skill training
on its premises to workers in the
satellite SSI units when required. At the
same time, it would provide advice on
jigs, fixtures, special tools and product
development where required.

ISC would constitute a decentralized system(iv) Forging and Heat Treatment Facilities

which ensures continuous easy access to a

comprehensive package of support services
such as credit, skill training, managerial
advice and technical assistance. The ISCs
could also be linked up with national research
centres, and donor agencies for drawing upon
technical expertise and financial resources of
these agencies in the service of SSI.

The Industrial Support Centres could
have the following functional dimensions:

v)

(i) Marketing

Provision of orders from the large scale
manufacturing sector for components,
and from farmers for farm implements.

These orders would then be sub-
contracted to the cluster of SSI units
that the ISC is supposed to serve. The
individual order would be sub-
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The ISC’s would establish at their

premises plants for forging, heat

treatment and surface treatment. The
SSI units could come to the ISC to get
such fabrication done on the products
they are manufacturing on sub-contract,
and pay a mutually agreed price for this
job to the ISC.

Credit

The ISC would provide credit to the

SSlI's for purchase of new equipment
and raw materials. In cases where raw
materials are available in bulk supply,

the ISC could buy it from the source,

stock it on its premises and sell at a
reasonable price to units as and when
they need the raw materials.



lll. DIRECT ATTACK ON POVERTY slow, have high overheads and are imprecise
in their targeting of the poor). Autonomous
Establishing the institutional basis for CBOs by means of social mobilisation,
enabling the poor to increase their incomes,ncreased productivity through skill training,
savings and investment, would not only increased income, savings and investment
constitute a direct attack on poverty butwould begin a process of localised capital
would also contribute to a faster and moreaccumulation. Such a process (which we can
equitable economic growth process. In thiscall Participatory Development) would beEstainshing the
section we will examine thg issue 'of integrally Imked with the emergence of anstitutional basis for
empowerment of the poor with special new consciousness of empowerment. The blina the poor to
reference to women. In this context we will poor can begin to take autonomougna 'ng _p.
explore the institutional imperatives of initiatives to improve their material '¢I€aS€ thelr INCOMES,
making the newly emerging local conditions of life. They would thus breakSavings and investment,
government structures more effective inout of the poverty nexus and shift fromvould not only constitute a
achieving the empowerment of poor women.being victims to active subjects of sociaflirect attack on poverty but
and economic change. Such a process whuld also contribute to a
village level increases in productivity,faster and more equitable
1.1 A utonomous ORGANIZATIONS OF THE  incomes and savings would not onlyconomic growth process
Poor, WOMEN AND EMPOWERMENT constitute a direct attack on the poverty
problem but would also contribute to a faster
A vital dimension of the economic strategy and more equitable macro economic growth.
would be a national campaign to empower(For a more detailed discussion of these
the poor at the levels of Village/Mohalla, issues see chapter 4).
Union Council, Tehsil and District. The idea  Such autonomous organizations of the
is to facilitate the growth of community poor could become not only a framework
organizations of the poor at the village/ for grassroots economic growth, but would
mohallah level. In view of the fact that poor also constitute countervailing power to that
women in Pakistan suffer from a double of the power structures of local elites. At
burden that of being poor and being womenithe same time, these autonomous
it is essential to enable poor women to formorganizations of the poor would enable the
their own autonomous community individual poor household to get better
organizations to be able to break out of bothaccess over input and output markets. (In
the poverty nexus and gender basedchapter 3 we have seen how local power
discrimination. Through these COs the poorstructures and asymmetric markets
can identify income generating projects, systematically deprive the isolated
initially at the household level, acquire skill individual households of the poor of their
training from a variety of sources such asactual and potential income).
government line departments, autonomous Facilitating the emergence of
institutions, private sector firms, NGOs and autonomous organizations of the poor
donors; and access credit for micro- particularly organizations of poor women,
enterprise  projects through apexcould enable the newly established local
organizations such as the PPAF, Khushaligovernment institutions to function in a
Bank, Small Business Finance Corporationmore equitable and effective manner. The
(SBFC) and commercial banks. Special equity would be with respect to class as well
organizational arrangements would need toas gender. This would require establishing
be made in these apex institutions to takeinstitutionalized links between autonomous
credit to poor women and women’s COs, organizations of the poor and local
since poor women have even lesser accesgovernment bodies at the Village, Union
over institutional credit compared to poor Council, Tehsil and District levels. These
men. institutional links between organizations of
It is important that such village level the poor and elected local bodies would
community based organizations (CBOs) beenable more participatory and equitable
autonomous and be permitted to form clusterprocesses of project identification, design
apex organizations with other CBOs (As and implementation for local level
shown in chapter 4, large cross district anddevelopment.
centralized, government created NGOs are
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Governments in Pakistan in
practice have failed to
provide the minimum
necessary protection and
security to women’s NGOs
even though they are
included as ‘policy
implementers’ in their
policy documents on
development

1.2 G OVERNMENT, SOCIETY AND THE women in particular, and economic growth
THREAT TO WOMEN'S COMMUNITY in general, is the re-establishment of the writ
ORGANIZATIONS of the State.

As indicated in the preceding sub-section
an essential feature of the proposed directll.3 L ocaL GoVERNMENT, POVERTY
attack on poverty is to facilitate and enable ALLEVIATION AND WOMEN
the formation of women’s community
organizations. Yet, governments in PakistanThe recent formation of local government
in practice have failed to provide the structures involving a decentralization of
minimum necessary protection and securityadministrative responsibilities with respect
to women’'s NGOs even though they areto the government’'s development effort has
included as ‘policy implementers’ in their opened up new possibilities of empowering
policy documents on developménfThe the poor and giving greater gender balance
antagonism of local vested interests againsto both governance and poverty alleviation.
women’s NGOs has been particularly However, a number of measures would need
intense in the NWFP. These vested interestso be taken to transform decentralization of
include extremist religious groups and forestadministration into a process of devolution
contractors. For example women’s NGOsof power. This issue will be discussed in
engaged in literacy and educationthe ensuing sub-section. In this sub-section
programmes and others providing credit andwe will examine the prospects and pitfalls
health facilities to women in Dir, Malakand, involved in the actual functioning of local
Swabi, Karak, Takhtbai and Batagram areasggovernment institutions with respect to the
have been threatened, stoned and physicallparticipation of women.
attacked. Scattered incidents of attacks There is potential in the new local
against women’s NGOs in the NWFP begangovernment structures to bring the voice of
initially with the opposition to the poor women into the process of local level
enfranchisement of women in the Federallygovernance and development. As many as
Administered Tribal Areas (FATA) in 1997. 40,000 seats (33 per cent of the total) have
The momentum of persecution by local been provided for women in various tiers of
power interests gradually built up and local government. Contrary to received
reached a climax on 8 October 2001. Onwisdom there was an unprecedented
this date the offices, and health andmobilization of women with an
education facilities of a women led CBO in unexpectedly large number of poor women
Takhtbai (a small town in NWFP), were from amongst the peasantry, workers and
looted, set on fire and raised to the ground.middle income groups being elected to local
Later eight women’s organizations in government structures.
Takhtbai Tehsil, two in Bajaur, and one in  Given the experience of the relatively
Batagram were attacked and looté€d. small number of women who entered the
Earlier in July 2001 the office of a leading national legislature, women have not only
women’s organization in Karak was participated actively in various debates but
bombed. The objection from religious the quality of their interventions in the
extremists in the area was against thenational legislature has in some instances
running of home schools for girls and been higher than that of their male
providing health and education facilities for colleagues. Therefore, the emergence of a
women. The beneficiary households in themuch larger number of elected women in
area of course did not see the provision oflocal government institutions combined with
these services to be in violation of local the ensured representation of women from
cultural values. However, the religious workers and peasants, provides promise of
extremists had the backing of local political better prospects for women in governance
leaders. The local administration rather thanin the future. However, recent reports of the
restrain these elements advised the NGOsbias against women councillors in the actual
to shift from the are&. functioning of local bodies gives cause for
concern.
[11.2.1 Policy Challenge Clearly an
important element in the enabling 111.3.1 Problems of Gender Bias in Local
environment for poverty alleviation of Governance At this stage there are three
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problems in this regard: (i) The role and measures may be helpful: (a) Familiarize
authority of the various tiers of local and train councillors about the procedures
government have neither been clearlyand rights in the process of local
defined so far, nor are the women government decision making. (b) Establish
councillors aware of their domain of women Ombudsmen at the district level to
authority. According to field reports the which women councillors working at
official orientation session for the elected various tiers can take their complaints with
women has caused more confusion tharrespec;t to discriminatqry pehgviqur by .malq-he role and authority of
clarity, even though women members of councillors. (c) Establish institutional I'nksthe various tiers of local
local bodies are eager to start wotk. between autonomous COs of poor women :
Clearly the government needs to specify theat the local level and women councillorsgovemmem havg neither
authority and functioning procedures of This could enable the latter to design anheen clearly defined so far,
various tiers of local government and alsoimplement development projects on th&0r are the women
undertake a major programme of training basis of the participation of women in thecouncillors aware of their
both elected members and administrativecommunity. domain of authority
officials of local government bodies, with
respect to design and implementation,ll1.3.3 Capacity Building Programme for
finance and accounting for local level Women in Local Governmenn the recent
development projects. (ii) There is confusionlocal government elections it appears that
about the relationship and functional 79 per cent of the women councillors had
coordination between the new structure ofbeen elected for the first time and 53 per
local government and the existing cent were illiteraté? This reinforces our
administrative system. As a result Nazimsargument in the preceding sub-section that
have not been given information in many training and capacity building would be
districts about the schemes already approvedmnportant to make the increased presence of
by the previous administration (in health, women in local government more effective.
public works and education) nor adequateln this regard a new initiative has been taken
budgets provided for their implementation. recently in bringing together Government,
Planning for new projects at the local level NGOs, private training institutions and
has not even begun nor is there the provisiordonors to undertake such capacity building.
of trained personnel and procedures forThe project is called ‘Women’s Political
doing so. Despite these problems such isParticipation Project’ and is being conducted
the enthusiasm of local councillors that under the auspices of the Ministry of
according to field reports, a number of themWomen and Development (MOWD). It is
have taken independent initiatives on abeing funded by the UNDP through its
voluntary and self-help basis, for small local Gender Equality Umbrella Project (GEUP)
level projects such as schools, healthand the Norwegian Agency for Develop-
facilities and road repaff (iii) In the  ment (NORAD). Its most important specific
functioning of local government institutions objectives are: (i) To enable the women
at the Union Council, Tehsil and District councillors (30 per cent) in district, tehsil
levels, women councillors in many cases areand union council to become a critical mass
not being treated in a collegial fashion by that would substantially change the gender
the male councillors. According to some of balance in the conduct of governance at the
the female councillors from Sindh and local level. This is to be achieved by
Punjab in the few meetings that have beerenhancing their participation in the
held so far, male councillors have beenadvocacy and implementation of an
indifferent towards their female counterpartsintegrated gender sensitive poverty
in the process of local level governance. Foralleviation strategy at the local level. (ii) To
example women are relegated to the backuild and develop the ‘mentoring and
seats. They are neither given an opportunitynurturing’ approach which is based on the
to speak during the discussions, nor is theprinciple of ‘women learning from women’.
agenda of the meeting shared with themMentoring means enabling the women
before hand. councillors not only to perform the
responsibilities of their existing job more
I11.3.2 Measures for More Effective effectively but also to advance their political
Functioning of Women CouncillorsTo  career through learning new skills and
rectify the above-mentioned problems, threesharing experiences. (iii) To strengthen the
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links between women councillors and their programmes for gender sensitization of
constituencies through civic participation government’s officials at the national,
and public accountability. provincial and local levels; programmes for
It is anticipated that this project will lead training women in NGOs, clusters of NGOs
to the establishment of a Women'’s Political and apex women organizations in
School which is run by women and for governance and management skills, and the
women and where women can support eachdesign, implementation and monitoring of
other in learning and action to achieve development projects for women. Apart
higher levels of decision making from financing women specific projects and
responsibilities. Such a school would help programmes, gender budgeting could also
to foster solidarity, cooperation and the include the financing of efforts to achieve
building of a policy consensus amongstgender equity within various government
women from different local councils. departments. This would include financing
efforts at equal representation within
management and decision making positions
1.4 G eEnpER BubGeTing FOrR WomeN's — of government and equitable pay and
DEVELOPMENT 1% conditions of service. An equally important
aspect of gender budgeting would be to
In the preceding sub-section we haveexamine the taxation system to determine
discussed the institutional changes requiredhe differential impact of direct and indirect
to enable a systematic involvement of taxes on women. Just as taxes impact on the
autonomous organizations of poor womendisposable income between the rich and the
as well as elected women’s councillors in poor, in the same way such taxes also affect
local government. In this sub-section wethe distribution of disposable income,
will indicate the concept of gender employment opportunities, savings and
budgeting and how this can provide supportinvestment of women and men respectively
at the national, provincial and local within various income groups.
government levels to the process of The efficacy of gender budgeting would
achieving greater gender equality. also depend on its impact evaluation with
The concept of gender budgeting respect to the strategic aim of gender
involves not an ‘add on’ budget for women, equality. Such an evaluation would involve
but a gender analysis of the entireidentifying: (i) The impact of gender
government budget (whether at the national specific projects, programmes, budgetary
provincial or local levels) of the differential allocations for affirmative action amongst
gender impact of the allocation of government's officials and also changes in
government’'s budgetary resources. Inthe tax regime. (ii) Outputs of various
pursuing the strategic aim of gender equalityprojects, programmes and government
in poverty, growth and governance, crosspolicies would be examined to see whether
sectoral programmes as well as sectothey are adequately distributed between
specific projects would be identified to women and men to achieve gender equality.
promote gender equity and women’s (iii) Examine the activities associated with
development. Gender budgeting would the design and implementation of projects,
constitute the financial basis of programmes and policies to assess whether
implementing such programmes andthey are appropriate and adequate for
projects. For example, gender specificachieving gender equality.
projects would include the establishment of Essential to the initiative of gender
girls schools, women’s vocational centersbudgeting would be the establishment of a
and institutions for provision of micro credit gender specific data base of GDP estimates,
and technical support for poverty alleviation labour force statistics, household incomes
projects initiated by women at the village or and expenditures surveys, as well as impact
mohallah level. Similarly projects for assessment surveys of the work of NGOs
providing high quality pre-natal and post and autonomous and semi-autonomous
natal care for women to reduce morbidity organizations. There is no data base
rates of mothers, infant mortality rates andavailable to determine the gender
fertility rates. Gender specific programmes distribution of income and expenditure
for greater gender equality would include within different income groups of the
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population. Equally important there is no
data base available for the more sensitive
issue of intra household distribution of
income between various income groups of
the population. Such data would be
important to generate on a systematic basis
at the district, provincial and national levels
in order to undertake gender budgeting.

1.5 D evorLuTioN VERSUS DECENTRALIZ -
ATION : THE LESSONSFROM SouTH AsIA

Almost every country in South Asia has
undertaken decentralization reforms with the
stated purpose of empowering the poor and
thereby achieving good governance. Yet
there are a number of pitfalls in the
implementation of these reforms. As
Pakistan embarks on its own programme of
devolution, it may be useful to point out
that devolution cannot simply be seen in
terms of a decentralization of administrative
functions within existing government
structures. Rather decentralization has to
create the space within which an
institutionalized relationship can begin
between autonomous organizations of the
poor and various tiers of local government.

A number of pitfalls can emerge in the
implementation of devolution reforms.
Unless they are addressed at an early stage
these reforms may not achieve the desired
objectives. The following four lessons may
be drawn on the basis of case studies of
decentralization reforms in South Asian  (iii)
countries®

() Formal decentralization of adminis-
trative power in itself does not
necessarily help the poor as S.K.
Upadhyay’ points out in the context
of the Nepal case study. Empower-
ment of the poor, he argues, requires
that formal decentralization be
accompanied by a rigorous process
of social mobilization. This involves
consciousness raising, conscien-
tisation and building organizations of
the poor. It is only such a process
that will enable the poor to acquire
countervailing power. Without this
dimension of countervailing power,
decentralization will merely result in
the appropriation by elites of the
‘fruits of decentralization for their

own narrow benefit’. In this context
the Bangladesh case study by
Dr Shaikh Magsood Alimakes an
important distinction between
decentralization of administrative
power in favour of its regional/local
offices as opposed to decentraliz-
ation in favour of the local people.
Apart from this it could be argued
that in areas where asymmetric
structures of power prevail (for
example, coalitions of rich peasantsy‘eIp the poor
landlords, local influentials such as

traders, revenue and police officials)

mere decentralization of adminis-

trative power could intensify the

oppression of the poor.

(i) The second lesson emerging from

the case studies is that if decentraliz-
ation is to enable empowerment of
the poor, it must be holistic, i.e.,
incorporate  political power,
enhanced confidence, emergence of
social consciousness and adminis-
trative and fiscal devolution. At the
same time it must reach down to the
grass roots level through various
intermediate levels, with insti-
tutionalized participation of the poor
in governance at every level.
Upadhyay refers to this holism and
multi layered devolution in the Nepal
case study.

The political dimension of
decentralization must be inclusive
and capable of absorbing what
Upadhyay calls ‘diverse ethnic and
other identity groups as equal
partners occupying spaces in the
polity’. He argues that the
centralized polity excludes such
identities which may be a factor in
ethnic strife and social polarization.
While the poor once organized are
able to generate new resources at the
local level yet, as participatory
development is scaled up, internally

generated resources may be
insufficient. Therefore externally
generated resources become

necessary but these have to be
carefully applied through a sensitive
support system that strengthens
rather than weakens the autonomy of
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the organizations of the poor. Such alV.1 INsTITUTIONAL REFORMS FOR BETTER
support system could be provided by GOVERNANCE
a combination of apex NGOs, state
institutions, banks and local IV.1.1 Financial Management ReformAn
governments. Upadhyay emphasizesimportant contributory though not
the importance of such support necessarily causative factor in corruption
organizations being sensitized by aand inefficient use of the government’s
pro poor perspective. financial resources have been obsolete and
malfunctioning systems of financial
(iv) In the case of urban areas it appearsmanagement. The Financial Management
that communities who have Reforms aim to modernize financial
developed their own funds and procedures and introduce management
managed development themselvesinformation systems to improve budget
are able to establish a more equitabledecision making, achieve greater
relationship with local government transparency and avoid misuse of funds.
institutions?® It can be argued that to The specific policy actions taken by the
enable urban communities to managegovernment in this regard include: (i)
their own development it is Establishment of a Fiscal Monitoring
necessary to provide technical advice Committee (FMC) to provide quarterly data
and managerial guidance. At the on consolidated expenditure verified by the
same time an institutionalized Accountant General. (ii) Expenditure
process of consultation and controls at the federal level have been
coordination may be necessary enhanced through a new system of
between urban community budgeting. (iii) Provincial Fiscal
organizations and local government Reconciliation Committees have also been
institutions to prevent them from established to improve the quality and
working at cross purposes. timely availability of expenditure data at the
provincial level. (iv) Public Accounts
Committees have been established at the
IV. THE GOVERNMENT’'S POLICY federal and provincial levels, which it is
MEASURES thought will promote transparency and
rigour in public expenditure management.
The government of President Musharraf had(v) The Public Accounts Committees and
attempted to deal with the multifaceted crisisthe Pakistan Public Procurement Authority
(analyzed in chapters 1 and 2) byhave also been established to achieve
formulating the most comprehensive set oftransparency and greater efficiency in public
reforms in Pakistan’s history. The strategic expenditure. (vi) The Medium Term Budget
objective was to establish the institutional Framework (MTBF), which could
basis for good governance and a policysignificantly improve expenditure control
framework for achieving both economic and fiscal management has been prepared
revival and poverty reduction. The reform but is yet to be put in place.
programme (which the newly elected What is to be dondi) It may be pertinent
government is expected to pursue), consistdo mention here that while improvement in
of two main dimensions: (1) Improved management systems and procedures are
governance. The elements in this contextnecessary, they are not sufficient to improve
include financial management reforms, taxefficiency in the use of the government’s
reforms, civil services reforms and financial resources. What is also important
devolution. (2) Economic Revival and is the professional skill, team work and
Poverty Reduction. commitment of the personnel who
In this section on the basis of information implement such procedures and improve
contained in the government’s Interim them in the light of experience. (ii) At the
Poverty Reduction Strategy Paper (I-PRSP)same time, the envisaged Financial
we will describe some of the main featuresManagement Act would need to be
of each type of reform. We will also briefly promulgated if the Financial Management
indicate what has been done and whatReforms are to be sustainable. (iii) The
remains to be done. fiscal responsibility law which the
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government is considering needs to beassessment, uniform tax rates..., elimination
enacted since it could play a crucial role inof exemptions and detailed audit of
constraining government borrowing and companies through a parametric process’.
thereby help achieve fiscal stability. (iv) The However these planned measures are yet to
concept of gender budgeting needs to bebe undertaken. Similarly the proposals of
introduced into the process of budgetthe Task Force on Reforms in Tax
allocations to identify and finance projects, Administration, which claim to ‘virtually
which specifically aim to overcome the eliminate contact between tax payer and
gender bias in development. collector...and to create a fair and
accountable tax syste’remain to be
IV.1.2 Tax Reform Pakistan has a narrow implemented. The government also intends
tax base, a grossly inadequate tax to GDRo re-organize the Central Board of Revenue
ratio of 13 per cent, and a low elasticity of (CBR) to improve tax collection by making
tax revenue with respect to the GDP growthit more professional, transparent and
rate. Consequently even when GDP growthaccountable.
rates were over 5 per cent, fiscal pressures The government’s policy measures with
had forced governments in the past intorespect to improving the tax collection
increasing loan dependence (see chapter 1xystem is beginning to bear at least modest
The problem intensified during the 1990s fruit. For example tax collection improved
when GDP growth rates declined andby over 10 per cent during 1999-2000; the
current expenditures remained high (seenumber of income tax payers increased by
chapter 2). If the government is to increase7.4 per cent and sales tax payers by 40 per
its development expenditures, provide basiccent. Perhaps a potentially far-reaching
services to the people and finance necessargichievement is success in completing the
current expenditures without increasing tax survey and registration campaign, which
indebtedness, then clearly increasing the tashas provided data profiles of 600,000
GDP ratio and elasticity of tax revenue is taxpayers. This data now needs to be
essential. This would require: (i) Broadening collated, analyzed and translated into
the tax base (ii) Simplifying the tax structure administrative action to widen the tax base
so as to have a small number of buoyantand substantially increase tax revenues.
taxes, and eliminating distortions that
created unintended disincentives tolV.l.3 Civil Services ReformsPakistan’s
investment and exports (iii) Increasing the civil service which in its earlier form was
share of direct taxes in total tax revenues sdhe ‘steel frame’ of the British Raj has over
as to reduce the adverse impact of taxatiorthe last three decades undergone a process
on the poor. (iv) Drastic improvement in of institutional decay. Repeated political
the tax administration to reduce leakage andntrusions, since the Z.A. Bhutto regime into
tax evasion. both decision making procedures and
The government has addressed theseéndividual careers, have served to weaken
imperatives in its tax reforms which the internal integrity of its decision making
envisage the following: (i) Reduction in the process, its esprit de corps, and individual
multiplicity of taxes, (the wealth tax has motivation?2 At the same time, the
already been eliminated). (i) To encouragecentralized structure of the civil service,
domestic manufacturing industries andskill composition, over staffing and low
reduce the bias against exports thesalaries may be incongruent with its
government has reduced the maximum ratecontemporary tasks of delivering public
of duty on imported inputs from 35 per cent services and managing public policy of a
to 30 per cent and has reduced the numbecountry in crisis.
of duty slabs from 5 to 4. (iii) Broadening The government aims to bring to the civil
the scope of the generalized sales tax andervice, enhanced professionalism, reduced
placing a tax on agriculture incomes just ascorruption and improved motivation and
there is in other sectors of the economy.performance. In the pursuit of these
(iv) Making the process of tax collection objectives the government has taken the
simpler and more transparent. The enablingfollowing policy measure#: (i) The Federal
legislation for the achievement of this Public Service Commission (FPSC)
objective is the new Income Tax Ordinance Ordinance has been amended to give greater
(ITO) 2001 which allows for ‘universal self independence to the FPSC and enlarge its
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In order to improve the
delivery efficiency of public
services (in the context of
civil service reforms), what
is required is to have a
smaller number of highly
professional and highly
paid staff members working
with precisely specified and
time bound tasks, and
systematic performance
monitoring and evaluation

responsibilities for recruiting professionals. grassroots organizations such as Village
It is thought that this will enable merit based Councils and Citizens Community Boards
appointments and hiring of senior to involve local communities in
professional staff. (ii) Legal provisions have development. The government expects that
been put into place to enable corrupt civil these institutions would enable the citizens
servants to be dismissed and inefficient civil at the local level to monitor the functioning
servants to be retired. (iii) Additionally the and effectiveness of the delivery of basic
National Accountability Bureau (NAB) has services.
been given powers to investigate andeWhat is to be doneThe devolution of
prosecute corrupt civil servants in addition power plan by the government and the
to other officials and politicians engaging in recent elections of local government
corruption and misuse of power. (iv) To institutions in which 33 per cent of the
improve accountability and the incentives councillors are women, opens up new
to perform, the decision making powers on possibilities of people centered develop-
career management and promotions uptanent, and a more participatory democracy.
grade 19 have been delegated to lineHowever, as discussed in section 1.2, 111.3
managers. (v) The civil service educationaland 111.4 of this chapter the implementation
institutions (Civil Services Academy, of the programme is faced with a number of
National Institute of Public Administration, problems and pitfalls. Crucial to achieving
and the Pakistan Administrative Staff the objectives of the devolution programme
College) are being restructured to enhanceare the following imperatives: (i) Enabling
their capacity for skill training. (vi) In the emergence of autonomous community
pursuance of the civil service reforms organizations of the poor particularly of
objective to reduce over staffing, the poor women at the local level. (ii) The
Pakistan Railways have cut down 30,000provisions of the devolution programme
positions. should be modified to enable an
*What is to be dondn order to improve the institutionalized relationship between these
delivery efficiency of public services (in the autonomous organizations of the poor and
context of civil service reforms), what is each tier of the local government structure.
required is to have a smaller number of(iii) The relationship and functional
highly professional and highly paid staff coordination between the new structure of
members working with precisely specified local government and the existing
and time bound tasks, and systematicadministrative systems need to be clearly
performance monitoring and evaluation. In specified and relevant personnel informed.
this regard the recommendations of the(iv) A large-scale gender sensitization
Committee on Right Sizing and programme for local government councillors
Restructuring need to be implementedneeds to be undertaken to familiarize them
quickly. with the procedures of involving women
councillors into decision making, and to
IV.1.4 Devolution of Power The National inform local government representatives at
Reconstruction Board has announced aeach tier about the domain of their authority.
devolution plan under which powers and (v) Local government representatives and
responsibilities for a variety of officials need to be trained to systematically
administrative functions, including those interface with and involve local
related to social services, will be devolved communities in the process of design and
from the federal and provincial levels to implementation of development projects.
elected district level authorities and local (vi) A large-scale programme of training,
councils. At a formal level the devolution needs to be undertaken to equip local
programme was put into place in Augustgovernment officials and elected
2001. The government hopes that it will representatives at various tiers, in a variety
enable greater participation of the people atof skills required in the practice of
the grassroots level in development and alsalevelopment: These include feasibility
improve the delivery efficiency of social preparation; design and management of
services such as health, education, familydevelopment projects; financial manage-
planning, sanitation and clean drinking ment; and accounting skills.
water. The government plans to introduce
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IV.2 Economic REevivaAL AND POVERTY (i)
REbucTiON

IV.2.1 Addressing the Water CrisisAs
discussed in chapter 1, section 11.2 shortage
of water at the farm level is one of the most
important constraints to a higher and more
stable agricultural growth. We also pointed
out that slow and unstable agriculture
growth was a major factor in increasing
rural poverty since the increased frequency
of bad harvests has a relatively greater
adverse effect on the poor. Therefore
increasing the storage capacity in the
irrigation system and at the same time
improving its delivery and application
efficiencies is an urgent policy imperative.
The government has indeed addressed this
issue and has developed a major new water
sector plan with a budget of Rs.86.1 billion,
for dealing with the water crisis. It has the
following elements: (i) Creation of an
additional storage capacity of 4.5 million
acre feet (MAF). This will be done through
a number of new medium sized dams such
as Gomalzam and Mirani dams and new
irrigation schemes such as Rainee, Thar and
Katchi canals. (ii) Improvement of the
delivery efficiency of irrigation by lining
and renovating 90,000 water courses which
are expected to save about 8 MAF. (iii) To
deal with the issue of water logging and
salinity under the water sector plan, it is (ii)
envisaged that in the existing and new
Salinity Control and Reclamation Projects
(SCARPs), an additional area of 2.7 million
hectares will be reclaimed for agricultural
production. (iv) The problem of salt deposits
on the top soil is being addressed through a
master plan that is being prepared to identify
various spines for disposal of drainage
effluent. Additionally the rehabilitation of
the Left Bank Outfall Drain and the
construction of a new Right Bank Outfall
Drain are important initiatives planned for
completion by the year 2004.

IV.2.2 Infrastructure DevelopmentThe

government has undertaken a number of
development initiatives in some of the main
sub-sectors of infrastructure in order to
improve the environment for private sector

Communications

The Pakistan Railways which had been
generating large deficits and was also
undergoing a deterioration in its service,
is now being re-organized. A number
of measures have been taken (including
reduction in staff strength by 30,000
workers, reducing pilferage of gas and
electricity and rationalizing operation)
which are expected to provide rupees
one billion financial benefit to the
Railways. Additionally an allocation of
Rs.6.3 billion has been made in the
development plan 2001-02 for
purchasing new locomotives, increasing
rolling stocks and track rehabilitation.
To improve road transport, some of
remote areas are being linked with the
National Highway Network for
improving rural access to markets.
Additionally some of the major projects
being undertaken include the Kohat
Tunnel Project, Jacobabad-Sibi-Quetta
Highway, Islamabad-Muzaffarabad
Highway, D.l. Khan-Qilla Saifullah-
Quetta Highway, Bund Road Lahore,
Multan-D.G. Khan-Qilla Saifullah
Road, upgrading into a dual highway
the Karachi-Thatta-Hyderabad Road
and the Mansehra-Naran-Jhalkat road.

Energy Sector

A comprehensive restructuring plan for
WAPDA and KESC is underway which
is expected to reduce systems losses. In
this regard work is in progress to
transform WAPDA's distribution,
transmission and generation companies
into financially viable entities. In the
case of oil and gas there is a policy
shift away from expensive thermal and
furnace oil towards cheaper hydel gas
and coal. After commissioning of
PARCO refinery, the country is now
self sufficient in refining petrol and
LPG. As the Chashma Power Project
comes on line it will add another 300
megawatt of electricity to the country’s
power supply.

investment and also to stimulate aggregatg(iii) Telecommunications and Information

demand. The major features of some of
these initiatives are briefly discussed in this
section based on information provided in the
I-PRSP of the government.

Technology

IT usage in Pakistan is low because the
country has one of the lowest tele
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densities in the world (2.5 per cent). medium as opposed to small enterprises).
However, while one year ago only Additionally the SBFC and the Regional
twenty-nine cities had access to the Development Finance Corporation (RDFC)
Internet facility now 400 cities, towns are being merged to form a bank catering to
and villages have internet access.the needs of the SME sector.
Another 300 are expected to be
provided with the facility by next year. 1V.2.4 The Government’s Direct Poverty
There has been a 110 per cent increas®eduction Policy—An Assessmeifihere
in Internet usage during the last six are four basic weaknesses of the
months alone. government’s poverty reduction strategy: (a)
In order to rapidly increase the It makes no attempt at changing the
number of IT Professionals eighteen structure of power at the local level in
projects have been launched for trainingfavour of the poor. It is this power structure
IT professionals from blue collar IT which (as we have analyzed in chapter 3)
workers to professional degree holders.lies at the heart of the problem of poverty:
The COMSATS, institute of It systematically deprives the poor of at least
information technology is now ready to one-third of their income through distortions
award masters and bachelors degrees ifin the markets for inputs, outputs and
computer sciences. services. (b) The funds allocated for poverty
reduction are aimed at being spent within a
IV.2.3 Stimulating the Growth of Small and top down process through local
Medium EnterprisesThe government has governments. Consequently it is likely that
re-organized the Small and Medium funds will be both leaked and also mis-
Enterprise Development Authority targeted. (c) There is ho systematic attempt
(SMEDA) and provided increased resourcesin the government’s strategy for facilitating
to it in the hope that it will lead the process the building of organizations of the poor that
of stimulating the development of the SME can enable them to participate in identifying,
Sector. The kind of support for the SME designing and implementing the projects for
sector by SMEDA includes facilitating poverty reduction. At the same time there is
documentation with financial institutions, no institutional linkage between autonomous
free technical managerial and marketingorganizations of the poor that do exist, and
advice, information on sector briefs, pre- local governments. (d) The scale of funds
feasibility reports, and access to tradeas well as micro-credit directed at the poor
information with respect to export demand is insignificant compared to the large scale
for Pakistani products. Apart from this a of the problem, as we shall indicate in this
number of regulatory changes proposed bysection. According to the I-PRSP one of the
SMEDA are being undertaken to allow core principles of the Government’s Poverty
greater freedom of enterprise to the SMEReduction Strategy is to improve access of
sector. the poor to ‘productive assets, mainly
*Comment These measures are likely to housing, land and credit*. We shall discuss
improve the regulatory environment and the housing for the poor programme at the
access over information for primarily end of this section. Let us start by examining
medium sized enterprises. However they arghe nature and scale of the government’'s
designed neither to give SMEDA the planned programme of providing land and
necessary outreach to actual clusters otredit as a means of directly attacking the
existing small-scale enterprises, nor topoverty problem.
establish the institutional basis of identifying
and overcoming unit specific bottlenecks to (i) Land for Poor Farmers
their efficiency and growth (see the
discussion in section 11.4 of this chapter). The government quite rightly thinks that
The Small Business Finance Corporation access to cultivable land would have a
(SBFC), is being re-vitalized and given the positive effect on poor households.
mandate to provide financial support to the However the instrument through which

SME sector and the financial limit of land is to be provided to poor
individual loans is being increased from households is rather limited in terms of
Rs.1.5 million to Rs.30 million (This the scale of its impact. The objective is

measure however is likely to benefit to distribute three million acres of land
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(ii)

available with the government to poor
rural households. This is to be followed
up with the provision of a range of
services such as infrastructure and
micro-credit for purchase of inputs. Of
course if this objective could be
achieved it would have a significant
positive impact on the poor. The
guestion is what is the scale of the
impact relative to the scale of the
poverty problem in Pakistan. The
government has not made it clear what
proportion of the three million acres it
plans to give to the poor, are cultivable
and what proportion is irrigated. Let us
suppose that all three million acres are
both cultivable and irrigated. If each
poor recipient gets on average five acres
of this irrigated land, then together with
the financial and technical support for
its utilization, it can be supposed that
the entire household of the recipient
could pull out of poverty. Even with
these optimistic assumptions the
government’s strategy of ‘land for the
poor’ will alleviate poverty for 0.6
million rural households which is only
9.6 per cent of the 6.2 million rural
households that are currently below the
poverty line. Thus, while the
government’s strategy of land for the
poor is a laudable one, it can at best
have only a modest impact in terms of
the scale of the problem of rural
poverty.

can be a vital instrument for increasing
the incomes of the poor.

Let us briefly consider the existing
scale of the government’s efforts at
providing micro-credit to the poor. The
Pakistan Poverty Alleviation Fund
(PPAF) and the micro finance bank
(The Khushali Bank) are the two main,
relatively new government sponsored
apex institutions for microcredit.
According to the I-PRSP, the PPAF has
so far disbursed Rs.507 million to
50,000 borrowers. Considering that
there are about 45 million people in
Pakistan living below the poverty line
the coverage of PPAF is only 0.1 per
cent. The Khushali Bank which is more
recent than the PPAF is functioning on
an even smaller scale at the moment.
(As the NHDR/PIDE Survey shows,
chapter 3, only 0.4 per cent of the
extremely poor and 0.6 per cent of the
poor receive loans from NGOs while
1.1 per cent of the extremely poor and
3.1 per cent of the poor in rural areas
receive loans from the ADBP).
Therefore both the PPAF and the
Khushali Bank would need to operate
on a much larger scale together with
ADBP and other commercial banks
with special windows for micro-credit,
if a significant proportion of the poor
in need of micro-credit are to actually
receive it.

(iii) Housing for the Poor

The Government's Micro-credit
Initiatives

Let us consider now the government’s
plan to provide the poor access over
micro-credit. The I-PRSP Document
proposes that ‘access to credit is the
shortest way of empowering the poor
and improving their income generating
opportunities’. While provision of credit
is certainly one of the necessary
conditions for empowering the poor it
is not sufficient. Empowerment as we
have argued in chapter 4, implies
organization, consciousness and a
sustainable increase in their incomes.
Only then can the poor break out of the
nexus of local structures of power and
have better access over markets as well
as the local institutions of governance.
Nevertheless provision of micro-credit

The government'’s policy of housing for
the poor is focused on measures to
provide proprietary rights and improved
service delivery to Katchi Abadis
(unserviced localities predominantly
inhabited by the poor in urban and peri-
urban areas). The government intends
to grant proprietary rights to residents
of Katchi Abadis established before 23
March 1985. Moreover, occupants in
urban areas who are able to pay in lump
sum the development charges within a
period of three months would get 50
per cent concession on these charges.
The government is also developing a
strategy for improving service delivery
systems in Katchi Abadis. At the same
time, the Ministry of Housing and
Works in collaboration with provincial
governments is expected to develop a
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programme for improving the living (iv) Accelerate the growth of small-scale
conditions in slums and Katchi Abadis. enterprises (SSEs) which generate both
It is estimated that between 35 to 50 higher output, employment and exports for
per cent of the urban population is given levels of investment. This could be
living in Katchi Abadis. Therefore if the done by facilitating the establishment in the
government’s planned measures toprivate sector of Industrial Support Centres
provide proprietary rights to residents (ISCs). These would constitute the
of Katchi Abadis and improve service institutional basis for providing unit specific
delivery in them are actually supportto SSEs, to enable them to shift to
implemented, then it would have a higher value added products and accelerate
major impact on the living conditions their growth.
of the urban poor.
V.3 Poverty Alleviation through
Countervailing Power Due to inadequate
V. SUMMARY POLICY PROPOSALS access of the poor over institutionalized
credit markets as many as 50.8 per cent of
V.1 The Political and Social Framework extremely poor households borrow from the
for Overcoming the Crisis The emergence landlord. The resultant increase in leverage
of an Islamic Pakistan that is modern, and additional social control by the landlord,
tolerant and democratic as envisioned by theobliges many poor households to work for
Quaid-i-Azam, Mohammad Ali Jinnah, the landlord without any wage at all (57.4
could provide the political and social per cent of extremely poor households
framework for overcoming the crisis of worked for the landlord without wages). To
poverty, growth and governance. create countervailing power for enabling the
An essential element in the enabling poor to break out of this nexus two
environment for investment, economic initiatives could be undertaken:
growth and poverty alleviation is to re-
establish the writ of the state, specificallyin ¢+ NGOs engaged in human rights

the context of violent extremist tendencies. advocacy, Lawyers Associations, and
This is particularly necessary for the poverty apex organizations of development
alleviation of poor women. NGOs could form a consortium

facilitated by the government to
V.2 Restructured GDP GrowthTo enable enable the poor tenants and farm
a faster growth with an enhanced capacity labourers to form a Small Tenant and
for employment generation and poverty Farm Labourers Union, at the district,
alleviation a four-pronged growth strategy provincial and national levels. The
is proposed: (i) Rehabilitation of the canal purpose would be to negotiate within
irrigation system so as to reduce the existing legal framework to
transportation losses of irrigation water and achieve fair wage and tenancy
provide more water at the root zone of the contracts for the farm sector.

crops. This would not only generate faster
employment but also help farmers to < Facilitating the emergence of

increase their yield per acre. (ii) Develop autonomous organizations of the poor
the ability to produce and export more milk, and their institutional linkage with
marine fisheries and high value added each tier of local government, could
agriculture products such as fruits, enable the poor to break out of the
vegetables and flowers. Increased nexus of the local power structures
production and export of these products and unequal access over markets, and
would not only put more income into the thereby reduce their income losses

hands of the small agricultural producers

and fishermen, but also accelerate exportV.4 Poverty Alleviation by Increasing the
growth. (iii) Develop infrastructure such as Profitability of Micro-enterprises The
dams (for both increased reservoir capacityNHDR/PIDE Survey shows that over 52 per
and cheap energy production), ports,cent of the urban poor are engaged in micro
national highways, railways, farms to enterprises which predominantly have low
market roads, and cheaper coal based rathegrofitability. Enabling the poor to improve
than furnace oil based energy production.the productivity, sales and net profits would

ROVERTY, GROWTH AND GOVERNANCE



contribute significantly to poverty reduction. provision of safe drinking water, improving
An overwhelming proportion reported that the service delivery of basic health units,
enhanced availability of credit, better public transport, and improved diagnostic
location and transport facilities would help and treatment capabilities of Tehsil and
to increase their incomes from micro- District Hospitals are urgent imperatives to
enterprises. deal with the crisis of health and poverty.

V.5 Increasing Incomes of the Poor by V.8 Women, Poverty and Governarnce

Increasing Productivity A predominant
proportion of the major earners in both rural
and urban areas in poor households are
unskilled workers engaged in low
productivity and low income occupations.
The mobility of such unskilled workers
across occupations is also low.

Vocational Training and apprenticeship
programmes to impart technical skills after
primary education of workers from poor
households could contribute to poverty
alleviation.

V.6 Increasing the Supplementary Income
of the Poor:

» Remittances constitute a major source
of supplementary income for poor
households. The data show that the
reason why the income of poor
migrants is low is because 73.9 per
cent of the migrants are illiterate or
just have primary education. The
income of non-poor migrants was
higher because of their better
educational status.

Clearly improved education and
skill training of the poor can play a
role in poverty alleviation by
improving the incomes of migrant
workers who send remittances to their
families.

» Given the fact that the average total
household receipts of the extremely
poor are only 80 per cent of their
minimum  food consumption
requirements, an increase in the
volume of Zakat funds, improved
targeting of beneficiaries and greater
efficiency in the administration of
Zakat funds is required.

V.7 Health and Poverty Our analysis has
shown that health is a major factor that
pushes people into poverty. Therefore
improving nutrition and health conditions
are important for poverty alleviation.
Improving the nutrition, preventive hygiene,

In making a direct attack on poverty it
is essential to facilitate the growth of
autonomous organizations of the poor,
especially of women at the local level
to enable the poor to achieve better
access over input and output markets
and increase their productivity and
incomes on a sustainable basis. An
essential aspect of the emergence of
autonomous organizations of the poor,
particularly of women is to enable an
institutionalized relationship with
different tiers of local government. To
the extent that this is achieved, it
would not only enhance the ability of
local governments to work for the
poor but also broaden the basis of
power and decisions related to
resource allocation and resource use.

The current government programme of
devolution appears to have
considerable potential in terms of
enabling greater participation of
women and the poor in governance.
However, if it is to succeed in this
objective four policy issues may be
relevant: (a) There is a distinction
between decentralization of
administrative function and devolution
of power to the people. To enable the
latter, specific norms have to be
created in the local government
structure for an institutionalized
relationship with autonomous
organizations of the poor with respect
to selection, design and imple-
mentation of development projects. (b)
Putting into place specific and
verifiable procedures to ensure that
women councillors are in practice
involved in decisions within local
government structures. In this context
it may be worth considering the
institution of women ombudsmen at
the tehsil level to whom women
councillors can take their complaints
in case they are discriminated against

A STRATEGY OF EcoNomic GROWTH AND EMPOWERING THE POOR

123



124

in the process of governance
decisions. (c) Specifying clearly the
domains of authority of local
government representatives in each
tier, their relationship with the existing
administrative structure and also
ensuring that local government
personnel at each tier are aware of the
scope of their authority and obligatory
operational procedures. (d) A large
scale programme of training local
government representatives and
officials in specific skills related with
local level governance

As the NHDR/PIDE 2001 Survey
shows that of the total loans received
by all categories of the poor the
percentage of loans received from
NGOs was only 0.8 per cent in the
rural areas and 1 per cent in the urban
areas. A quantum increase in the scale
of credit being disbursed by PPAF and
Khushali Bank will need to be
undertaken and measures put into
place for impact assessment (see
chapter 4 for details).

and V.10 Saving Children Engaged in

development. (These include project Hazardous Industries

feasibility, design, and project
management, as well as skills in
financial management and
accounting).

V.9 NGOs, Governance and Poverty
Alleviation:

ROVERTY, GROWTH AND GOVERNANCE

Under the devolution programme a
new structure of local governments at
the district level is emerging, within
which elected representatives will be
expected to undertake (amongst other
functions) poverty alleviation at
different tiers of local government
(district, tehsil, union council and
village levels). Within this structure
NGOs that enable the formation of
autonomous organizations of the poor
could play an important role in
creating a systematic relationship
between local governance and poor
communities. Such a relationship
would enable the poor to participate
in the identification and imple-
mentation of development projects as
well as decisions related with access
over markets and local power
structures. It could also help broaden
the social base of power, authority and
the allocation and use of public
resources.

If NGOs are to play this role they
would need to function at the district
level rather than across districts and
achieve full coverage of the poor
population within the district.

The total coverage of NGOs currently,
is relatively insignificant compared to
the magnitude of the poor population.

* A large number of children from poor

families are working in hazardous
occupations which are causing
repeated injuries, chronic diseases,
physical and mental deformities and
in some cases, death. Clearly, the task
is to withdraw them from such
occupations and enable them to go to
school. However, the experience of
Pakistan and other South Asian
countries is that mere legislation is not
enough to protect these children.
(After all, there has been a law against
employment of children in precisely
such occupations since 1938 and a
much more rigorous law since 1991).
Action is needed as follows:

An administrative mechanism targeted
towards the ending of child labour in
hazardous occupations over the next
five years needs to be urgently put in
place. This mechanism can consist of
specifying the number of children,
location of hazardous work units, the
details of the hazards in each work
unit and the names of the employers
in the area under the jurisdiction of
each District Nazim in the country.
This data should be available to the
local government institutions in each
district, whose task should be to
indicate specific achievement targets
for the District Co-ordination Officer
(DCOs), (in terms of which their
salaries, promotion and benefits
should be decided). The achievement
targets would consist of withdrawing
children from hazardous occupations
in each locality; to arrange for an adult
member of their family to start work;



and to enable the concerned employerincomes but in so doing also contribute to a
to hire adults, improve work safety faster and more equitable GDP growth rate.
and increase productivity. The strategy of a faster and restructured
growth is a four-pronged one which
V.11 Environmental Management, Health, addresses the main structural features of the
Productivity and Poverty The available economy. These features have been
studies on the quantitative impact of identified in our analysis in chapters 1, 2
environmental degradation on GDP growth, and 3 as being the major factors underlying, o capacity to implement
indicate  the §ubstant|al adyerse both the slow down |n.GDP growth d_u_”ngenvironmental management
consequences of air and water pollution onthe 1990s as well as its reduced ability tQ .
: . . perogrammes is yet to be
public health (and hence on GDP via labouralleviate poverty. Therefore the growt
productivity) and the adverse impact of strategy would aim to: (a) change théjeveloped. The effort mqst
deforestation and soil degradation oncomposition of investment so as to generaf@@/t from the strengthening
productivity in the agriculture sector. faster GDP growth for given levels ofOf local government
The capacity to implement environmental investment. (b) Change the composition ofistitutions, autonomous
management programmes is yet to beGDP to increase employment elasticity wittborganizations of the poor
developed. The effort must start from the respect to output and thereby enhance thad civil society
strengthening of local government employment generation capability ofgssociations at all levels
institutions, autonomous organizations of economic growth. (c) Accelerate the growth
the poor and civil society associations at allrate of exports and (d) Enable a shift of the
levels. Particularly important for the coming labour force from low skill, low productivity
decades will be: (i) Implementing the sectors to higher skilled and higher
National Environmental Quality Standards productivity sectors in order to achieve a
(NEQS) that are already in place andfaster increase in incomes of the lower
strengthening the professional capabilities ofincome groups. In consideration of these
Environmental Protection Agencies (EPAS) strategic parameters the proposed four-
(i) Farmers’ organizations for irrigation and pronged growth strategy focuses on: (1)
drainage management in the irrigatedRehabilitation of the canal irrigation system
croplands. (iif) Community organizations for so as to reduce transportation losses of
protecting sub-watersheds and sustainingrrigation water and provide more water at
livelihoods in the Indus uplands. (iv) the root zone of the crops. This would not
Associations of the poor, empowered foronly generate faster employment but also
example by grazing licenses, for self- help farmers to increase their yield per acre.
regulated access to natural resources in th€2) Develop the ability to produce and
relevant ecological units, such as theexport milk, marine fisheries and high value
rangelands of Cholistan, Tharparkar, andadded agriculture products such as fruits,
Balochistan and (v) Mohalla and lane vegetables and flowers. Increased
organizations for sanitation and solid wasteproduction and export of these products
management in the low-income wards of would not only put more income into the
cities and towns. hands of the small agricultural producers
and fishermen, but also accelerate export
growth. (3) Develop infrastructure such as
CONCLUSIONS dams (for both increased reservoir capacity
and cheap energy production), ports,
In this chapter we have presented an outlinenational highways, railways, farm to market
of an economic strategy to achieve growthroads, and cheaper coal based rather than
with greater poverty alleviation. It has two furnace oil based energy production. This
broad thrusts: (1) A restructured economicwould not only create a facilitating
growth process that would not only enable environment for private sector investment
a faster GDP growth but enhanced povertybut also generate employment and stimulate
alleviation for given GDP growth rates. (2) aggregate demand. (4) Accelerate the
Direct attack on poverty which would growth of small scale enterprises (SSEs)
empower the poor by enabling them towhich generate both higher output,
organize themselves at the local level, toemployment and exports for given levels of
increase their productivity, incomes, savingsinvestment. This could be done by
and investment. Thus the poor could achievefacilitating the establishment in the private
not only a sustainable increase in theirsector of Industrial Support Centres (ISCs).

A STRATEGY OF EcoNomic GROWTH AND EMPOWERING THE POOR 125



126

These would constitute the institutional Putting into place specific and verifiable
basis for providing unit specific support to procedures to ensure that women councillors
SSEs, to enable them to shift to higher valueare in practice involved in decisions within
added products and accelerate their growthlocal government structures. In this context,

The second broad thrust of the strategyit may be worth considering the institution
is a direct attack on poverty. It is proposed of women ombudsmen at the tehsil level to
to facilitate the growth of autonomous whom women councillors can take their
organizations of the poor, especially of complaints in case they are discriminated
women at the local level to enable the pooragainst in the process of governance
to achieve better access over input anddecisions. (c) Specifying clearly the domains
output markets and increase theirof authority of local government
productivity and incomes on a sustainablerepresentatives in each tier, their relationship
basis. An essential aspect of the emergencwith the existing administrative structure
of autonomous organizations of the poor,and also ensuring that local government
particularly of women is to enable an personnel at each tier are aware of the scope
institutionalized relationship of the poor of their authority and obligatory operational
with different tiers of local government. To procedures. (d) A large scale programme of
the extent that this is achieved, it would nottraining local government representatives
only enhance the ability of local and officials in specific skills related with
governments to work for the poor but alsolocal level governance and development.
broaden the basis of power and decisiongThese include project feasibility, design,
related to resource allocation and resourceand project management, as well as skills in
use. financial management and accounting).

The current government programme of In this chapter we have presented a brief
devolution appears to have considerablereview of government policy measures
potential in terms of enabling greater which have been undertaken. These are part
participation of women and the poor in of a comprehensive set of reforms aimed at
governance. However, if it is to succeed inachieving: (a) More efficient and transparent
this objective four policy issues may be financial management. (b) Growth with
relevant: (a) There is a distinction betweenpoverty reduction. (c) Better governance
decentralization of administrative function through civil service reforms on the one
and devolution of power to the people. To hand and devolution of power through the
enable the latter, specific norms have to beocal government structures on the other. In
created in the local government structure forthis context we have indicated what remains
an institutionalized relationship with to be done and some of the additional
autonomous organizations of the poor withmeasures that could make the reform
respect to selection, design andprogramme more effective with respect to
implementation of development projects. (b) governance, growth and poverty alleviation.
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Box Overcoming The National Crisis—Poverty Growth and Governance

Key Policy Aims

Emergence of a modern, tolerant,
democratic polity as envisaged by the
Quaid-i-Azam Mohammad Ali Jinnah.

This would be the enabling political

framework for overcoming the crisis of

poverty, growth and governance.

Re-establishing the writ of the State to
control violent extremist tendencies.
This is a necessary condition for
investment and growth.

Empowering women and removing the
bias against them in law, public policy

and social norms. This is necessary to

and in institutions for health, education,
credit and dispute resolution.

Facilitate the building of autonomous
organizations of the poor, particularly
poor women and establish
institutionalized linkages with local

governments. This is necessary to
enable participation of the poor in
decisions regarding local resource
allocation, project identification and

implementation.

Provision of low cost and competent
health care (especially preventive
health care) to the poor. High

children when the latter reach
adulthood.
It is important to achieve the

government'’s target of stabilizing the
population to a level of 204 million
with a replacement fertility rate of 2.1L
children per family by the year 2023.
This is crucial for a faster increase |n
per capita incomes.

Sharply increase the literacy rate apd
the coverage and quality of educatign.
This can be an important factor in
increasing the earnings not only of the
main earner but also of the second

unleash the creative potential of society
to overcome the national crisis.

frequency of disease, and high cost of
medical treatment together constitute a
major trigger that pushes marginal
households into poverty, and poor

earner, which (our survey shows) |is
crucial to pulling a household out of
poverty.
e Achieve a higher and restructured GDP

growth that can enable faster
employment and productivity growth of
the poor.

Change the structure of power at the

local level in favour of the poor. This

is necessary to reduce systematic

income losses of the poor within
distorted markets for inputs, outputs

households into deeper poverty. .

Improved quality and coverage of low
cost health and family planning

services to women. This is necessary

to reduce fertility rates and improve
health of mothers and children. This
would help increase productivity and
incomes of mothers as well as the

A large number of children from pogr
families are working in hazardous
occupations which are causing repeated
injuries, chronic diseases, physical ahd
mental deformities and in some cases
death. An administrative mechanism
for ending child labour in hazardod
industries urgently needs to be put fin
place.

[

NOTES

6. This section is based on a paper presented to the
Federal Finance Minister by Akmal Hussai,
Medium Term Strategy of Economic Revjval
15 November 1999.

Also published in the dailypawn on 25 and 26
November 1999.
Note: Some of the proposals related with
agriculture sector have been incorporated in
the Interim Poverty Reduction Strategy Paper
of the Government of Pakistan, November
2001, pp. 22 and 23.
In this regard the Planning Commission has
formulated an excellent set of policy proposals for
energy development, see, Government of Pakistan,
Planning Commission: Ten Year Perspective Plan
and Three Year Development Programme,
Islamabad, 1 September 2001.

8. Akmal HussainlLabour Absorption in Pakistan’s

Rural SectorFinal Report, ILO/ARTEP (Mimeo),

20 September 1989, pp. 21 to 23.

Khawar Mumtaz, Poverty The Gender

Perspective (Mimeo), Research Paper for the

1. This sub-section is based on research by Akmal
Hussain, Employment Generation, Poverty
Alleviation and Growth in Pakistan’s Rural Sector:
Policies for Institutional ChangeReport prepared
for the ILO/CEPR, (Mimeo), March 1999.

2. This section 1.5, is based on the research input of
Ayub Qutub.

3. C. Brandon,Valuing Environmental Costs in
Pakistan: The Economy-Wide Impact of
Environmental DegradatignAsia Environment
Division, World Bank, 1995.

4. M.W. Addison, Setting Environmental Priorities,
(Mimeo), Draft 1996.

5. Agriculture losses are computed from the areal
extent of stressors (salinity, water-logging, erosion,
nutrient depletion) for particular crops (paddy,
wheat, maize, cotton, and sugar cane), and
economic value of resulting annual production
losses. To devise the incidence of urban mortality ™
and morbidity owing air pollution, ambient air NHDR. 2002 18
quality values for dust, SONO,, and lead, which 10. Minutes of YIEII\IF-:]AC Consultation, Lahore
are above World Health Organization standards, =" ’ ) ’ '
are fed into dose-response functions from i; Cc)ifto;)elr82001, cited in Khawar Mumtaz,

epidemiological studies in other countries. Urban 11. PNE/SNI. R ¢ the fact findi .
health impacts of air pollution are computed to =~ ' ep(_)rt ot the fact finding m'SS'On,tO
Karak, 2001, cited in Khawar Mumtaz, op. cit.,

include over 2,000 premature deaths, nearly seven 19
million serious illnesses, and 450 million episodes p- ’
of minor illnesses.

A STRATEGY OF EcoNomic GROWTH AND EMPOWERING THE POOR 127



128

12.

13.
14.

15.

16.
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The newly elected councillors in some cases are
turning to civil society organizations for help.
However existing civil society organizations may

not necessarily have the capacity for the major 17
effort required to familiarize, train and actively
involve women in the process of identification,
design and implementation of development

projects. Nevertheless, six national level resource 18.

organizations in the non-governmental sector have
reportedly started work to promote political

education and enhanced participation of women in 19.

the election process. (Khawar Mumtaz, op. cit.
p. 21).

Ibid., p. 22. 20.

This sub-section is based on a project note
(Gender, Equality Umbrella Project) provided by

the UNDP Office, Islamabad. The Principal author 21.
is grateful to the UNDP Staff for providing this 22.

project note.

This sub-section is based on a concept note
provided by Dr Socorro L. Reyes, title@ender
Budgeting: A Concept Nat&he Principal Author
would like to thank her for providing him this
input.

See, Akmal Hussain, ‘Pro-Poor
Participatory Development and Decentralization:
Paradigms and Praxis,’” Part-11l of the forthcoming

book, P. Wignaraja and S. Sirivardana (eds.) 24.

Pro-Poor Growth and Governance in South Asia—

Growth, 23.

Case Profiles of Participatory Development and
Decentralization ReformsZed Press, London
(Forthcoming).

See, S.K. Upadhyay, ‘The Nepal Case Study,’ in
P. Wignaraja and S. Sirivardana (ed3rp-Poor
Growth and Governance in South Asi@p. cit.,
Annexure to Part-lll.

See, Dr Shaikh Magsood Ali, ‘The Bangladesh
Case Study,” in P. Wignaraja and S. Sirivardana
(eds.), op. cit., Annexure to Part-IIl.

See, Arif Hassan, ‘The Pakistan Case Study,’ in P.
Wignaraja and S. Sirivardana (eds.), op. cit.,
Annexure to Part-lll.

Pakistan Interim Poverty Reduction Strategy Paper
(I-PRSP), Government of Pakistan, November
2001, p. 15.

Ibid., p. 15

For a more detailed discussion on the relationship
between the politics of successive regimes and
institutional decay of the civil service, see, Akmal
Hussain, ‘The Dynamics of Power, Military,
Bureaucracy and the People,” in K. Rupasinghe
and K. Mumtaz/nternal Conflicts in South Asja
Sage, London, 1995.

Pakistan’s Reform Programme: Progress and
Prospects Report, The World Bank Group, March
2001.

Pakistan, Interim Poverty Reduction Strategy
Paper (I-PRSP), Government of Pakistan,
November 2001, p. 36.
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Annexure |

| (a) Disaggregated Human Development
Indices, by Provinces and Districts
| (b) Method of Calculation



ANNEXURE | (a)

TABLE 1
DISAGGREGATED HUMAN DEVELOPMENT INDEX FOR PAKISTAN,
PROVINCE-WISE AND RURAL/URBAN

Name Literacy Enrolment Infant Immunization Real GDP Educational Health Adjusted HDI
Ratio % Ratio % Survival Ratio % 1998  per capita Attainment Index real GDP
1998 1998 Ratio % (PPP$) Index per capita
(per 1000) 1998 (PPP$)
Index

Urban 65 94 93.5 64 2319 0.747 0.85 0.374 0.656
Punjab 64 94 93.6 64 2380 0.740 0.85 0.384 0.657
Sindh 69 94 93.1 60 2308 0.773 0.83 0.372 0.659
NWFP 53 90 94.7 77 2074 0.653 0.89 0.332 0.627
Balochistan 56 88 94.4 51 1837 0.667 0.81 0.292 0.591
Rural 36 63 96.4 45 1464 0.450 0.81 0.230 0.496
Punjab 38 69 96.2 52 1523 0.483 0.83 0.239 0.517
Sindh 35 47 96.5 27 1418 0.390 0.76 0.222 0.456
NWFP 34 66 96.6 51 1241 0.447 0.83 0.192 0.489
Balochistan 33 61 96.7 32 1653 0.423 0.77 0.261 0.486
Overall 45 71 95.5 49 1715 0.537 0.82 0.272 0.541
Punjab 46 75 95.4 55 1770 0.557 0.83 0.281 0.557
Sindh 51 64 94.9 38 1804 0.553 0.78 0.287 0.540
NWFP 37 70 96.3 54 1364 0.480 0.84 0.213 0.510
Balochistan 36 64 96.4 34 1677 0.453 0.78 0.265 0.499
Islamabad 72 58 95.9 72 1743 0.673 0.89 0.277 0.612

Note Estimates by Wasay Majid and Akmal Hussain.

1. GDP per capita and Infant Survival Rates for Islamabad are calculated as an average of Punjab and Pakistan.

2. Enrolment rate is for primary level only.

3. Immunization refers to fully immunized children based on record and recall having received BCG, DPT1, DPT2, DPT3, Poliol, Polio2, Polio3, and Measles.

4. Province-wise per capita income has been estimated from the Household Integrated Economic Survey: 1998-99. Real GDP per capita in 1998 PPP$ for provinces has b
calculated by multiplying the ratio of the province per capita income to the national per capita income of Pakistan by Pakistan’'s GDP per capita in PPP$ of $1715 (1998) reporte
in the HDR 2000, UNDP.

Source Pakistan Integrated Household Survey: Round 3, 1998-1999, Federal Bureau of Statistics, Government of Pakistan, Islamabad.
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TABLE 2 (a)
HUMAN DEVELOPMENT INDEX FOR PUNJAB DISTRICTS

District Literacy Enrolment  Immunization Infant Real GDP  Educational Health Income HDI
Ratio % Ratio % Ratio % Survival per capita  Attainment Index Index
1998 1998 1998 Ratio % (PPP$) Index
1998
Attock 49.3 22.4 79.4 95.4 1,349 0.403 0.906 0.210 0.507
Bahawalpur 35.0 28.4 72.2 95.4 1,827 0.328 0.884 0.291 0.501
Bhakkar 34.2 30.0 65.8 95.4 3,373 0.328 0.865 0.551 0.581
Chakwal 56.7 47.2 66.7 95.4 1,480 0.535 0.868 0.232 0.545
Dera Ghazi Khan 30.6 23.0 65.1 95.4 1,692 0.281 0.863 0.268 0.471
Gujranwala 56.6 45.0 74.0 95.4 1,116 0.527 0.890 0.171 0.529
Gujrat 62.2 56.4 81.7 95.4 768 0.603 0.913 0.113 0.543
Hafizabad 19.6 39.3 80.6 95.4 1,798 0.262 0.910 0.286 0.486
Jhang 37.1 34.4 78.7 95.4 2,007 0.362 0.904 0.321 0.529
Jhelum 68.9 56.6 86.1 95.4 3,278 0.648 0.926 0.535 0.703
Kasur 36.2 32.1 71.8 95.4 3,065 0.348 0.883 0.499 0.577
Khanewal 39.9 33.1 77.1 95.4 1,657 0.376 0.899 0.262 0.513
Khushab 40.5 35.6 79.6 95.4 2,646 0.389 0.907 0.429 0.575
Lahore 64.7 50.7 78.1 95.4 1,121 0.600 0.902 0.172 0.558
Lodhran 29.9 26.1 66.2 95.4 1,717 0.286 0.866 0.272 0.475
Mandi Bahauddin 47.4 45.2 75.8 95.4 2,140 0.467 0.895 0.343 0.568
Mianwali 42.8 39.7 72.9 95.4 1,930 0.418 0.887 0.308 0.537
Multan 43.4 34.9 75.6 95.4 1,183 0.406 0.895 0.182 0.494
Muzaffargarh 28.4 23.9 65.2 95.4 1,559 0.269 0.863 0.246 0.459
Narowal 255 44.8 78.3 95.4 1,253 0.319 0.903 0.194 0.472
Okara 37.8 34.0 81.5 95.4 1,914 0.365 0.912 0.305 0.528
Pakpattan 34.7 28.6 74.2 95.4 1,743 0.327 0.890 0.277 0.498
Rahim Yar Khan 33.1 27.0 65.9 95.4 2,755 0.311 0.866 0.447 0.541
Rawalpindi 70.4 61.3 84.8 95.4 888 0.674 0.922 0.133 0.576
Sahiwal 43.9 35.8 83.4 95.4 1,842 0.412 0.918 0.293 0.541
Sargodha 46.3 42.7 80.2 95.4 1,564 0.451 0.908 0.246 0.535
Sheikhupura 43.8 37.1 77.1 95.4 3,350 0.416 0.899 0.547 0.621
Sialkot 58.9 54.9 80.9 95.4 1,159 0.576 0.911 0.178 0.555
Vehari 36.8 30.5 75.1 95.4 1,781 0.347 0.893 0.283 0.508
Notes:

1. HDI calculation uses Life Expectancy data for determining the Health Index. Since this was not available at the district level, the Immunization Ratio has been used as a proxy.

2. Enrolment rate is for primary level only.

3. Immunization refers to fully immunized children based on record and recall having received BCG, DPT1, DPT2, DPT3, Poliol, Polio2, Polio3 and Measles.

4. District-wise Real GDP per capita (PPP$ 1998) has been calculated by multiplying the ratio of the respective district's cash value of crop output and its manufacturing value
added to the national values, into Pakistan's GDP per capita in PPP$ (1998) of $1,715 reported in the HDR 2000, UNDP.

5. Estimation by Umar Zafar, Wasay Majid and Akmal Hussain.

Sources Population Census Organization, Statistics Division, GoP 1998-2000; HIES: 1998-99, Federal Bureau of Statistics, GoP; Human Development Reports, UNDP, 1996 and

2000; and World Development Indicators, 2001.
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TABLE 2 (b)

HUMAN DEVELOPMENT INDEX FOR SINDH DISTRICTS

District Literacy Enrolment Immunization Infant Real GDP  Educational Health Income HDI
Ratio % Ratio % Ratio % Survival per capita  Attainment Index Index
1998 1998 1998 Ratio % (PPP$) Index
1998
Badin 24.6 17.1 44.4 94.9 2,221 0.221 0.798 0.357 0.459
Dadu 35.5 28.3 56.1 94.9 2,730 0.331 0.833 0.443 0.535
Ghotki 29.0 22.2 57.1 94.9 2,394 0.267 0.836 0.386 0.496
Hyderabad 44.3 30.9 66.3 94.9 2,085 0.398 0.863 0.334 0.532
Jacobabad 23.6 20.3 59.5 94.9 756 0.225 0.843 0.110 0.393
Karachi 68.2 51.0 73.7 94.9 2,142 0.625 0.885 0.344 0.618
Khairpur 35.5 29.9 59.9 94.9 1,096 0.336 0.844 0.168 0.449
Larkana 34.9 27.5 69.9 94.9 734 0.324 0.874 0.107 0.435
Mirpur Khas 35.9 28.1 64.2 94.9 2,327 0.333 0.857 0.375 0.522
Naushahro Feroze 39.1 30.6 71.1 94.9 1,756 0.363 0.878 0.279 0.506
Nawab Shah 34.1 24.9 60.4 94.9 1,811 0.310 0.846 0.288 0.481
Sanghar 30.8 26.6 64.9 94.9 1,474 0.294 0.859 0.231 0.461
Shikarpur 31.9 17.9 55.6 94.9 980 0.272 0.831 0.148 0.417
Sukkur 46.6 33.8 61.5 94.9 1,196 0.423 0.849 0.184 0.486
Tharparkar 18.3 125 54.6 94.9 315 0.164 0.828 0.036 0.343
Thatta 22.1 13.2 53.6 94.9 2,020 0.191 0.825 0.323 0.447
Notes

1. HDI calculation uses Life Expectancy data for determining the Health Index. Since this was not available at the district level, the Immunization Ratio has been used

as a proxy.

2. Enrolment rate is for primary level only.
3. Immunization refers to fully immunized children based on record and recall having received BCG, DPT1, DPT2, DPT3, Poliol, Polio2, Polio3 and Measles.
4

. District-wise Real GDP per capita (PPP$ 1998) has been calculated by multiplying the ratio of the respective district’s cash value of crop output and its manufacturing
value added to the national values, into Pakistan’s GDP per capita in PPP$ (1998) of $1,715 reported in the HDR 2000, UNDP.

5. Estimation by Umar Zafar, Wasay Majid and Akmal Hussain.
Sources Population Census Organization, Statistics Division, GoP 1998-2000; HIES: 1998-99, Federal Bureau of Statistics, GoP; Human Development Reports, UNDP, 1996 &
2000; and World Development Indicators, 2001.
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TABLE 2 (c)
HUMAN DEVELOPMENT INDEX FOR NWFP DISTRICTS

District Literacy Enrolment  Immunization Infant Real GDP  Educational Health Income HDI
Ratio % Ratio % Ratio % Survival per capita  Attainment Index Index
1998 1998 1998 Ratio % (PPP$) Index
1998
Abbottabadd 56.6 48.1 76.9 96.3 2,194 0.538 0.905 0.353 0.598
Bannu 32.1 24.1 68.8 96.3 1,399 0.294 0.881 0.219 0.465
Batgram 18.3 145 52.4 96.3 618 0.170 0.831 0.087 0.363
Buner 22.6 21.4 68.5 96.3 1,094 0.222 0.880 0.167 0.423
Charsadda 31.1 26.0 78.4 96.3 1,974 0.294 0.909 0.316 0.506
Chitral 40.3 42.1 86.2 96.3 660 0.409 0.933 0.094 0.479
Dera Ismail Khan 31.2 24.2 58.8 96.3 912 0.289 0.851 0.137 0.425
Hangu 30.5 26.9 66.5 96.3 297 0.293 0.874 0.033 0.400
Haripur 53.7 44.1 73.2 96.3 3,000 0.505 0.894 0.488 0.629
Karak 41.9 354 79.1 96.3 953 0.397 0.911 0.144 0.484
Kohat 44.0 35.8 60.7 96.3 2,141 0.413 0.856 0.344 0.537
Kohistan 111 6.9 447 96.3 640 0.097 0.808 0.091 0.332
Lakki Marwat 29.7 29.3 66.3 96.3 1,074 0.296 0.873 0.164 0.444
Lower Dir 29.9 225 77.4 96.3 438 0.274 0.906 0.057 0.413
Malakand 39.5 27.9 65.3 96.3 1,031 0.356 0.870 0.157 0.461
Mansehra 36.3 36.6 71.1 96.3 855 0.364 0.887 0.127 0.459
Mardan 36.5 32.6 79.1 96.3 1,835 0.352 0.911 0.292 0.519
Nowshera 42.5 324 78.8 96.3 1,801 0.391 0.911 0.286 0.529
Peshawar 41.8 49.6 83.0 96.3 1,450 0.444 0.923 0.227 0.531
Shangla 147 14.2 29.0 96.3 624 0.145 0.761 0.088 0.332
Swabi 36.0 30.6 75.0 96.3 2,046 0.342 0.899 0.328 0.523
Swat 28.7 23.9 73.4 96.3 1,062 0.271 0.894 0.162 0.442
Tank 26.3 20.6 53.9 96.3 530 0.244 0.836 0.072 0.384
Upper Dir 21.2 20.3 64.1 96.3 293 0.209 0.866 0.033 0.369
Notes

1. HDI calculation uses Life Expectancy data for determining the Health Index. Since this was not available at the district level, the Immunization Ratio has been used as a proxy.
2. Enrolment rate is for primary level only.
3. Immunization refers to fully immunized children based on record and recall having received BCG, DPT1, DPT2, DPT3, Poliol, Polio2, Polio3 and Measles.
4. District-wise Real GDP per capita (PPP$ 1998) has been calculated by multiplying the ratio of the respective district’s cash value of crop output and its maraffaeturing
added to the national values, into Pakistan’'s GDP per capita in PPP$ (1998) of $1,715 reported in the HDR 2000, UNDP.
5. Estimation by Umar Zafar, Wasay Majid and Akmal Hussain.
Sources Population Census Organization, Statistics Division, GoP 1998-2000; HIES: 1998-99, Federal Bureau of Statistics, GoP; Human Development Reports, UNDP, 1996 &

2000; and World Development Indicators, 2001.
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TABLE 2 (d)
HUMAN DEVELOPMENT INDEX FOR BALOCHISTAN DISTRICTS

District Literacy Enrolment Immunization Infant Real GDP  Educational Health Income HDI
Ratio % Ratio % Ratio % Survival per capita  Attainment Index Index
1998 1998 1998 Ratio % (PPP$) Index
1998

Awaran 14.8 12.2 31.3 96.4 1,490 0.139 0.769 0.234 0.381
Barkhan 15.7 18.0 52.6 96.4 1,652 0.165 0.833 0.261 0.420
Bolan 15.7 17.7 48.9 96.4 664 0.164 0.822 0.095 0.360
Chagai 26.9 27.7 63.1 96.4 1,688 0.272 0.864 0.267 0.468
Dera Bugti 11.7 7.5 27.3 96.4 78 0.103 0.757 (0.004) 0.285
Gwadar 255 28.8 65.5 96.4 337 0.266 0.871 0.040 0.392
Jaffarabad 18.5 17.5 49.4 96.4 2,230 0.182 0.823 0.359 0.454
Jhalmagsi 12.3 4.1 321 96.4 1,093 0.096 0.771 0.167 0.345
Kalat 19.8 15.3 50.8 96.4 1,437 0.183 0.827 0.225 0.412
Kech 27.5 34.2 63.2 96.4 2,321 0.297 0.864 0.374 0.512
Kharan 15.1 14.1 49.2 96.4 503 0.148 0.822 0.068 0.346
Killa Abdullah 16.1 14.9 49.9 96.4 1,159 0.157 0.825 0.178 0.387
Killa Saifullah 17.5 21.2 46.3 96.4 2,254 0.187 0.814 0.363 0.455
Kohlu 12.2 5.2 22.7 96.4 1,303 0.099 0.743 0.202 0.348
Lasbela 22.3 19.7 43.6 96.4 3,206 0.214 0.806 0.523 0.514
Loralai 20.5 18.1 58.2 96.4 3,798 0.197 0.849 0.623 0.556
Mastung 27.6 22.5 54.3 96.4 2,992 0.259 0.838 0.487 0.528
Nasirabad 12.7 8.2 52.6 96.4 3,253 0.112 0.833 0.531 0.492
Panjgur 31.4 36.8 65.9 96.4 1,783 0.332 0.873 0.283 0.496
Sibi 255 19.1 32.2 96.4 1,452 0.234 0.771 0.228 0.411
Zhob 16.8 14.8 53.3 96.4 1,889 0.161 0.835 0.301 0.432
Ziarat 34.3 41.6 71.6 96.4 5,046 0.367 0.890 0.833 0.697
Notes
1. HDI calculation uses Life Expectancy data for determining the Health Index. Since this was not available at the district level, the Immunization Ratio ha

been used as a proxy.
2. Enrolment rate is for primary level only.
3. Immunization refers to fully immunized children based on record and recall having received BCG, DPT1, DPT2, DP3, Poliol, Polio2, Polio3 and Measles
4. District-wise Real GDP per capita (PPP$ 1998) has been calculated by multiplying the ratio of the respective district’'s cash value of crop output and it

manufacturing value added to the national values, into Pakistan’s GDP per capita in PPP$ (1998) of $1,715 reported in the HDR 2000, UNDP.
5. Estimation by Umar Zafar, Wasay Majid and Akmal Hussain.

Sources Population Census Organization, Statistics Division, GoP 1998-2000; HIES: 1998-99, Federal Bureau of Statistics, GoP; Human Developmen
Reports, UNDP, 1996 & 2000; and World Development Indicators, 2001.
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Calculation Procedure for HDI Estimates at the National, Provincial and District Levels

I Human Development Index (HDI) — Composition and Calculation

The HDI comprises of three main components each affecting, in one way or another, a human being’s
life by way of his/her access to ‘means’ and/or desired ‘ends’.

The three main components of the HDI are:

(i) Health
(i) Education
(iii) Income

The indicators used for measuring and consequently calculating their respective composite indices for
the compilation of the HDI are:

a. Life expectancy
b. Adult literacy and combined enrolment rate; and
c. Adjusted GDP per capita in PPP$

For the construction of each index, fixed minimum and maximum values have been established.

(i) Health Index
Life expectancy is calculated by choosing a global acceptable range, which suggests a maximum
of 85 years and a minimum of 25 years.

Therefore the Life Expectancy Index is calculated as:
= X-25/85-25 = X-25/60

(i) Educational Attainment Index
This component of the HDI is calculated by using 100 per cent as a maximum and O per cent as a
minimum for levels of educational attainment. It gives two-third weight to adult literacy and
one-third weight to combined enrolment rates.

Therefore the Educational Attainment Index is calculated as:
= X-0/100-0 = X /100

(i) Income Index
The construction of the income index is a bit more complicated. The fixed minimum and maximum
values for the income index are US$100 and US$40,000. The average world income of PPP$5,711
is taken as the threshold level, and any income above this level is discounted using the Atkinson’s
formula for the utility of income.
The discounted value of the maximum income of PPP$40,000, using the Atkinson formula is
PPP$6,040. As Pakistan's GDP per capita in PPP$ is $1,715 (1998), we do not need to calculate
the adjusted GDP per capita PPP$.

Therefore the Income Index for Pakistan is calculated as:

= X -100/ 6,040 — 100 = X -100/5,940

Now to arrive at an HDI value, we simply calculate the arithmetic mean of the three indices.
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Data used for calculating Pakistan’s HDI — at Province and District level.

As there is no data available on life expectancy either for provinces or districts of Pakistan, we
constructed a Health Index using Infant Survival rates (available only at the provincial level) and
Immunization rates (available at District level).

Our index gives a 70 per cent weigh to Infant Survival rates and consequently a 30 per cent
weight to the Immunization rates. The range or ‘goal posts’ for both the indicators are a 100 per
cent for a maximum level of health and O per cent for no level of health.

Note that as Infant Survival rates are available only at the provincial level, therefore, when
constructing the HDI at district level, the component of the Health Index used the value of the
respective province for each of its districts.

Rationale for using Immunization rates for the HDI

Prior to the 1998 census, there was no data available on Health that could be used for calculating
a HDI at the district level. The inclusion of Immunization rates in the latest census provided us
with an opportunity, for the first time, to be able to construct a HDI at the district level.

Immunization rates used in our study are based on full immunization, which involves a child
having received all of the following: ‘BCG’, ‘DPTY’, ‘DPT2’, ‘DPT3’, ‘Poliol’, ‘Polio2’, ‘Polio3’,
and ‘Measles’.

Acknowledging that it is not the conventional indicator used in the construction of the HDI, it
nevertheless gives us some information on health.

Immunization rates may very well suggest future preservation from deadly diseases and ailments
that may handicap a person which could lead to a deteriorated life style and consequently hardship
in acquiring income and furthermore utilizing this income in its most productive and satisfactory
manner. It also implicitly suggests an element of awareness towards accepting the wonders of
medical science by the uneducated rural poor. This may translate into higher social returns.
Furthermore, rates of immunization give us the actual number of people that have ‘accessed’ the
health care system. It does not reflect just an average figure based on a group of people
representing the region who apparemthjy have ‘access’ to the health care system, as is reflected

in part by the life expectancy statistic.

A possible reason for the inclusion of Immunization rates in the latest national census may very
well be critically analyzed as a one off policy measure of the Government at the time. It could be
part of a government agenda, which required penetrating a large part of the rural population to be
immunized. Such one off inconsistent policy measures do not reflect the true extent of past and
future conditions. Keeping this in mind, we gave a lower weight to immunization rates in the
calculation of the health index.

Calculation of Real GDP per Capita (PPP$) at District Level

Calculation of the Real GDP per Capita in Purchasing Power Parity in US Dollars (PPP$)

requires data on GDP per capita. This data was available only at the national and provincial
levels, but not at the district level in Pakistan. Therefore, for district level estimates, we used the
cash value of crop output and the manufacturing value added at the district level. Its ratio to the
national value of the crop output and the manufacturing value added was multiplied into Pakistan’s
Real GDP per Capita (PPP$ 1998), which is US$ 1,715.

The Real GDP per capita (PPP$) at the district level was aggregated at the provincial level and
compared with the Province Real GDP per capita (PPP$) computed earlier by multiplying the
ratio of the province income per capita to the national income per capita, into Pakistan's Real
GDP per capita (PPP$ 1998). Since the GDP estimate at the provincial level was more
comprehensive than at the district level, the Real GDP per capita (PPP$) at the district level was
then adjusted by a factor that was the ratio of the ‘actual’ Province Real GDP per capita (PPP$)
calculated from the income per capita data to the value obtained by aggregating the district Real
GDP per capita (PPP$) in the first round.
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A Note on District, Provincial and National HDI Estimates

The all Pakistan HDI differs slightly from the figure estimated by the UNDP Human Development
Report 2002. This is because the district and provincial HDI estimates in the Pakistan NHDR use
a proxy for life expectancy in the health index based on immunization rates and infant survival
rates (in the absence of district and provincial level life expectancy figures). To achieve consistency
in the National HDI estimates so as to enable HDI comparison at district, provincial and national
levels, the same proxy was used in the all Pakistan HDI estimate given in table 4(a) in the text of
Chapter 1. Similarly in the absence of district level real GDP per capita, (in PPP$) figures, a
proxy based on value added in agriculture and industry respectively was used. This proxy was
also reflected in the NHDR estimate of the all Pakistan HDI.

The robustness of our estimation procedure using proxies at the district level, is indicated by
the fact that the consequent national estimate of HDI (0.541) does not differ very much from the
UNDP Human Development Report where only the directly available figures of life expectancy
and real GDP per capita (in PPP$) are used.
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TABLE 1

NUMBER OF CASUALTIES LAST YEAR DUE TO ANY HAZARD AND NUMBER
OF WORKPLACES, BY TYPE OF INDUSTRY

(@) (b) (c)
Reported Number* Number of Number of
Industry of Casualties during Workplaces Casualties per
last year Workplace
last year
Construction 677 58 12
Steel Window Manufacture 752 48 15
Electrification 60 23 3
Furnishing 125 17 7
Tiles 111 11 11
Cement 64 8 8
White Washing 160 35 5

Source Akmal Hussain, Field Survey on Child Workers in Construction and Construction-related Industries, September 1992.
*Note: Respondents reported that an individual child worker experiences repeated injuries during the year, and returns to work
after first aid or medical treatment.
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TABLE 2

LETHALITY INDEX OF HAZARDS AND DANGER INDEX OF INDUSTRIES

(A) (B)

Hazard Standardized Standardized Danger Index of Industry

Index of Construction Steel Electrification Furnishing Tiles Cement White

hazards Window Washing
Insufficient Light at Workplace 5 2.68 3.96 2.70 0.79 4.80 4.25 4.46
Workplace hazards due to
incorrect location of Equipment 4 2.65 3.74 — 1.18 2.92 3.6 2.38
and other Protuberances,
Electricity, Wires, Switches, etc.
Lack of Protective devices while
using dangerous Equipment and 3 2.46 2.34 1.85 2.52 2.77 — 0.16
Material
Workplace dangers due to 2 0.95 1.43 0.62 1 — — 10.54
Proximity to Road, etc.
Unsafe Machinery without 1 0.50 1.23 0.54 0.61 0.38 0.80 0.46
Safety devices
Composite Danger Index — 9.24 12.7 5.71 6.1 11.33 9.05 8.00

Source Akmal Hussain, Field Survey on Child Workers in Construction and Construction-related Industries, September 1992.
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TABLE 3
NUMBER OF CHILD WORKERS REPORTING CASUALTIES*
DUE TO SELECTED HAZARDS BY EDUCATION LEVEL OF EMPLOYER

Hazards All llliterate Primary Middle Matric F.A. B.A.
Inadequate light at workplace 173 1 37 37 79 17 2
Proximity to Road 16 0 0 3 8 3 2
Dangerous Building Structure 18 0 4 4 9 1 0

Source Akmal Hussain, Field Survey on Child Workers in Construction and Construction-related Industries, September 1992.
* Casualties occurred in last year. The numbers refer not to the number of casualties, but the number of respondents in each case reporting one or more
casualties.
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TABLE 4

SEX ABUSE AT WORK PLACE

Number of Children Reporting Sex Abuse Against Them as a Percentage of
Respondents in the Industry by Age and Type of Industry

Industry All Age Groups Age Group 8-10 Age Group 11-15
(%) (%) (%)
Construction 15 6 9
Steel Windows 4 2 2
Electrification 2 — 2
Furnishing 15 6 9
Tiles 11 5 6
Cement 13 — 13
White Washing 4 1 3

Source Akmal Hussain, Field Survey on Child Workers in Construction and Construction-related Industries, September 1992.
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TABLE 5
EMPLOYER VIOLENCE

Number of Child Workers Reporting Employer Violence Against Them by Industry and Age of Child

Employer Violence against Child Workers by Industry Employer Violence by Age
of Child Worker
All Construction Steel Electrification  Furnishing Tiles Cement White  Others All Ages 8-10 11-15
Industries and Wood  Windows Washing
Work
20 7 7 13 5 0 0 1 0 20 7 13
(5 4 (N 4 (15) 0 0 1) 0 ®) 5 ®)

Source Akmal Hussain, Field Survey on Child Workers in Construction and Construction-related Industries, September 1992.

Note

1. Figures in brackets refer to the number of child workers reporting employer violence against them as a percentage of the total number of respondents i

that category.
2. Violence including punching with fist or use of sticks, and chains.
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TABLE 1

GROWTH RATES OF THE MANUFACTURING SECTOR

Period

Small Scale
Manufacturing

Large Scale
Manufacturing

Total Manufacturing

1959/60 to 1969/70

1970/71 to 1979/80

1980/81 to 1989/90

1990/91 to 1995/96

1996/97 to 1999/2000

2.85

7.21

8.40

7.88

5.31

12.43

4.84

8.16

4.40

2.21

9.24

5.50

8.21

5.59

1.29

Source Federal Bureau of Statistics, GOP, and Economic Survey, Economic Advisor’s Wing, Ministry of Finance, GOP, 2000-2001.

ANNEXURE

TABLE 2

PERCENTAGE SECTORAL SHARE OF MANUFACTURING IN GDP (CONSTANT PRICES)

Period Small Scale Large Scale Total Manufacturing
Manufacturing Manufacturing
1949-50 4.56 1.83 6.39
1959-60 4.18 5.60 9.78
1969-70 2.92 10.23 13.14
1979-80 3.54 9.46 13.00
1989-90 4.36 11.32 15.68
1994-95 5.15 11.22 16.37
1998-99 4.55 11.10 15.65

Source Federal Bureau of Statistics, GOP, and Economic Survey, Economic Advisor's Wing, Ministry of Finance, 2000-2001.
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TABLE 3

SHARES OF DIFFERENT MANUFACTURING INDUSTRIES IN THE VALUE ADDED ORIGINATING IN THE
MANUFACTURING SECTOR

Years 1959/60 1969/70 1980/81 1985/86 1990/91 1995/96
All Industries 100.00 100.00 100.00 100.00 100.00 100.00
Food Manufacturing 8.33 14.78 20.12 17.65 14.05 15.19
Tobacco Manufacturing 5.56 7.96 13.26 10.15 6.35 6.18
Manufacturing of Textiles 40.19 32.30 15.93 15.54 26.35 22.31
Chemicals & Chemical Products 8.42 8.92 8.00 11.82 10.41 11.51
Basic Metal Industries 3.13 241 3.98 3.97 5.54 4.15
Manufacturing of Metal Products 3.91 1.79 1.06 0.85 0.86 0.71
Electrical Machinery 2.43 3.33 3.47 3.36 411 7.67
Transport Equipment 3.30 1.39 2.47 2.50 2.59 3.50
All Others 24.74 27.13 31.71 34.16 29.74 28.77

Source Census of Manufacturing Industries, FBS, Statistics Division, GOP, Various Issues.
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TABLE 4

PERIOD AVERAGES OF EXPORTS OF VARIOUS COMMODITY GROUPS AS A PERCENTAGE OF TOTAL

EXPORTS OF PAKISTAN

Years Agricultural & Food Intermediate Capital goods as a Textile & Related

& Live Animals goods as a % of % of Total Goods as a % of
Exports as a % of Total Exports Exports Total Exports

Total Exports

1960-1970 55 8 0.87 30

1973-1977 35 7 0.73 31

1978-1987 33 6 1.14 29

1988-1999 17 4 0.33 50

Source Federal Bureau of Statistics, Statistics Division, GOP.
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TABLE 5

GOVERNMENT EXPENDITURE OF DEFENCE AND GENERAL

ADMINISTRATION AS A PERCENTAGE OF TOTAL GOVERNMENT

REVENUE (CONSOLIDATED FEDERAL AND PROVINCIAL)

1980-81
1981-82
1982-83
1983-84
1984-85
1985-86
1986-87
1987-88
1988-89
1989-90
1990-91
1991-92
1992-93
1993-94
1994-95
1995-96
1996-97
1997-98
1998-99
1999-2000

35
36
34
35
37
34
34
30
32
32
31
30
32
31
29
29
30
34
36
33

Source Economic Survey, Government of Pakistan (GOP), Economic Advisor's Wing, Finance Division, Various Issues.
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SURVEY DESIGN

The survey was designed to generate both quantitative and qualitative data sets. The quantitative
component was generated through the NHDR/PIDE 2001 Survey covering eight poor communities of
the country; of which two were urban while the rest of the six communities were rural. The fieldwork
for the NHDR/PIDE 2001 Survey was carried out in July-August 2001. It can be said that this survey
was a complete census, since it covered all households located in the sampled communities.

Two stage stratified sample design was adopted for the survey. At the first stage, seven districts of
the country, Lahore and Muzaffargarh in Punjab, Badin, Mirpur Khas and Karachi in Sindh, Dir in
NWFP and Khuzdar in Balochistan, were selected. In each district, a poor community was selected
randomly at the second stage, except Lahore district where two communities, one rural and one urban
were included in the sample. Karachi and Lahore were included in the sample because large slum
areas have developed over time in these two largely urban districts of the country. There are more than
500 Katchi Abadisin Karachi alone. It is believed that an overwhelming majority of households
situated in slum areas are poor and live in unhealthy conditions.

The rest of the five districts (Muzaffargarh, Badin, Mirpur Khas, Dir and Khuzdar) were selected
for the rural sample; they are among the poorest districts of the country, as revealed by the last
available ranking of districts, carried out by A.F. Aisha Ghaus, Hafiz A. Pasha and Rafia'Qlesis.
ranking was based on eleven indicators related primarily to education, health and water supply. While
this study focuses on social indicators rather than poverty profiles as the basis of district ranking,
nevertheless it provides valuable insights into differential between districts with respect to their social
development.

In Punjab, the least developed districts, according to the above study, were Rajanpur, Pakpattan,
Muzaffargarh, Lodharan, D.G. Khan, Vehari and Layyah. All these districts are located in South
Punjab region.

In Sindh, Jacobabad, Mirpur Khas (Tharparkar), Badin, Sanghar, Thatta and Dadu were ranked as
the least socially developed districts of the province. The results of a few recent studies are also in line
with the above-mentioned ranking. For example, a survey done by the School of Nutrition Programme
of Aga Khan University in seven districts of Sindh (including Badin, Thatta, Mirpurkhas and Dadu
located in both regions of Sindh) indicates that 70-80 per cent of the rural households were poor.

In NWFP, the identified least developed districts were Kohistan, Dir and Mansehra. All districts of
Balochistan except Quetta, Sibi and Ziarat were grouped in the least developed category.

It appears from these regional (as well as district) differentials that poverty is concentrated in
certain regions of the country. Within Punjab, based on both regional level poverty indicators and
district ranking, southern Punjab appears to be a relatively poor area. In Sindh certain districts seem to
be poor while in NWFP, Dir, Kohistan and Mansehra are the poor districts. The whole province of
Balochistan is poor by all indicators of poverty and development. By taking into account these regional
variations, five districts, Muzaffargarh, Badin, Mirpur Khas, Dir and Khuzdar, were selected for the
NHDR/PIDE 2001 rural sample in order to generate data on different poverty indicators at the
household as well as community level. As pointed out earlier, in each of these five districts, one
community was selected randomly.

The size of villages in terms of population varied across and within the selected districts. It was
therefore inappropriate to select villages which varied substantially in size. A medium-sized village
comprising approximately 300 households was selected randomly from each of the above-mentioned
five districts by using the village level data given in the 1998 district census reports. For the urban
sample, two poor communities consisting of approximately 300 households were selected from the
slum areas of Karachi and Lahore. Moreover, by way of comparison, a rural community from Lahore
district was also included in the sample.

The size of the NHDR/PIDE Survey 2001 sample by community is reported in Table 1. In total,
2,240 households were covered; of which 1623 households were from rural areas, while the urban
sample consisted of 617 households. The total number of households in seven communities ranged
from 267 in Muzaffargarh to 344 in Lahore. In Khuzdar, however, a village with only 183 households
was included in the sample. In Balochistan villages are relatively small in terms of population.

Since the NHDR/PIDE Survey 2001 is a sample survey of seven districts of Pakistan, it cannot be
claimed that it is representative either for rural or for urban areas of the entire country. However,
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systematic and careful selection of poor communities from all provinces of the country does provide a
rich source of data to examine the nature of poverty and the processes of poverty generation.

TABLE 1

THE SIZE OF THE PCSP SAMPLE BY PROVINCE, DISTRICT, COMMUNITY

AND URBAN/RURAL

Province District Community UrbanRural Sample
Punjab Muzaffargarh Kotla Afghan Rural 267
Lahore Shamapura Urban 310
Lahore Aasulpur Rural 344
Sindh Karachi Quaid-i-Azam Colony Urban 307
Badin Jharkandi Rural 282
Mirpur Khas Ghamau Kalvoo Deh 322-A Rural 273
NWFP Dir Shah Alam Baba Rural 274
Balochistan Khuzdar Bajori Rural 183
Total: Urban 617
Rural 1623
Total 2240

For the qualitative component of the study, data were generated through in-depth interviews and
focus group discussiorisln each sampled community, 10 to 15 households were selected for in-depth
interviews. This selection was made with the consultation of key informants of the respective areas.
An anthropologist worked in each community for more than one month to carry out the in-depth
interviews and to moderate focus group discussions. Finally, the community level data for limited
variables was also collected through administering a structured questionnaire to a key informant in
each sampled community.

The NHDR/PIDE Survey 2001 used a structured questionnaire that was a multidimensional
instrument for gathering comprehensive information on socio-economic characteristics of the target
population. It was divided into several sections including household composition, education,
employment and income, land utilization, non-farm activities, consumption, transfer income, credit,
household assets, dispute resolution, health status of all individuals and housing conditions (see
Annexure 2).

Notes

1. A.F. Aisha Ghaus, Hafiz A. Pasha and Rafia Ghaus, ‘Social Development Ranking of District of Pakigtan,’
Pakistan Development RevidWinter 1996), Vol. 35, No. 4, Islamabad, pp. 593-614.

2. lbid.

3. A few clarifications regarding these qualitative methods seem to be in order. In current social sciences research
there are three basic uses of qualitative methods. Firstly they are used as a self-contained method in studies in
which they serve as the principal source of data. Secondly they are used as a supplementary source of data in
studies that rely on some other primary source. Thirdly, they are used in multi-method means of gathering data
in which no primary method determines the use of others. In this study, qualitative methods are used as part of
a supplementary source of data. The qualitative data is presented in chapter 5.
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ANNEXURE I

VARIABLES CONTAINED IN QUESTIONNAIRES

. Household Composition

Relationship to the head of household
Sex

Age (in completed years)

Religion

Marital status

Literacy and level of education

School enrolment

Type of school and medium of instruction
Vocational/technical education

Employment and Earnings

Activity status

Employment status

Industry status

Occupational status of main job
Occupational status of secondary job
Number of hours worked on main job
Number of hours worked on secondary job
Total work experience

On the job training

Labour market earnings from first job
Labour market earnings from the second job
Earnings from other activities

Il.  Household Expenditure

Food

Clothing and Footwear
Fuel and Lighting
Transport

Housing

Household Effects
Personal Effects
Recreation

Medical

Education
Miscellaneous ltems
Durable Goods

Ownership of Durable Items of the Household

Bicycle

Radio

Television

Video Cassette Recorder
Sewing Machine

Knitting Machine
Washing Machine
Electrical appliances
Camera



Refrigerator

Gas stove

Car / Jeep
Motorcycle/scooter
Personal Computer
Air-conditioner
Other items

Transfer Income

Zakat, Ushr, Nazrana, or Fitrana

Domestics and Foreign Remittances
Assistance from Government / other Sources
Grants / Inheritance

Pension

Ownership of Land and Property

Rent from Property and Land

Value of the Property Sold

Value of the Property Purchased

Money spent on renovations

Value of the Property or Land Received as Gift
Value of the Property or Land Lost

Financial Assets and Liabilities

Total bank Deposits

Total savings

Total Interest / Profit Received

Total Withdrawal

Total Securities, Types and Value

Profit / Interest on Securities

Total Loans to Pay

Amount Paid

Amount Remains

Time Period for payment and Interest Rate
Purpose and Institution From which Loan Received
Life Insurance

Annual Installments and Duration

Total Payment Made

Provident Fund

Annual Contribution

Balance

Ill. Balance Sheet
Total Income
Total Expenditure
Income / Expenditure Ratio
IV. Health Information and Housing Facilities
@) lNiness
lliness in the last two weeks
Type of illness

Consultations with health attendant
Recovery time from the illness
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(i) Housing
Present occupancy status
Number of rooms
Source of drinking water
Sanitation system
Type of toilet facilities
Garbage collection

Agricultural

Agricultural landownership

Land rented out

Land rented in

Harvesting of different crops during the last year
Livestock

Agricultural operating expenses during the last year
Persons working and labour costs

Non-Agricultural Establishment

Major activity of the business
Persons working during the last working month
General operating expenses and revenues
Manufacturing
Mining and quarrying
Service related business
Transport
Wholesale and retail trade
Hotels and restaurants
Construction
Land, building, equipment and other items owned

Migration

In-migration
Out-migration
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ANNEXURE IlI (a)

MICRO-ENTERPRISES AND PROFITABILITY

CAUSES REPORTED FOR THE DECLINE IN PROFIT BY ECONOMIC STATUS

Problem Faced in Running Business Extremely Poor Poor Non-Poor Total

ALL PAKISTAN

Less Demand 6.5 64.5 29.0 100.0
Transport Problems — 80.0 20.0 100.0
Inflation 12.0 64.0 24.0 100.0
Police Disturbance — 100.0 — 100.0
Change in Locality of Shop — 100.0 — 100.0
Other Shopkeepers Disturbance 33.3 55.6 111 100.0
Lack of Funds 33.3 44.4 22.2 100.0
Decline in Purchasing Power 3.8 50.0 46.2 100.0
Too Old 43 70.0 25.7 100.0
Health Disturbance 111 77.8 111 100.0
Municipal Committee Disturbance — — 100.0 100.0
Input Price Increased 25.0 50.0 25.0 100.0
Business split — 3.8 29 3.2
GST — — 100.0 100.0
Location — — 100.0 100.0
Increase in Petrol Prices — 66.7 33.3 100.0
Others 8.7 56.5 34.8 100.0
Total 17.7 125.8 60.5 204.0
URBAN

Less Demand 21.7 65.2 13.0 100.0
Transport Problems 60.0 40.0 — 100.0
Inflation 22.7 63.6 13.6 100.0
Police Disturbance — 100.0 — 100.0
Change in Locality of Shop — 100.0 — 100.0
Other Shopkeepers Disturbance 42.9 429 14.3 100.0
Lack of Funds 40.0 60.0 — 100.0
Decline in Purchasing Power 25.0 70.0 5.0 100.0
Too Old a47.7 455 6.8 100.0
Health Disturbance 25.0 75.0 — 100.0
Municipal Committee Disturbance — 100.0 — 100.0
Input Price Increased 40.0 40.0 20.0 100.0
Business split — 50.0 50.0 100.0
Increase in Petrol Prices — 100.0 — 100.0
Others 37.0 51.9 11.1 100.0
Total 68.2 116.5 18.8 203.5
RURAL

Less Demand 12.5 375 50.0 100.0
Inflation — 66.7 333 100.0
Police Disturbance — 100.0 — 100.0
Other Shopkeepers Disturbance 50.0 50.0 — 100.0
Lack of Funds 25.0 25.0 50.0 100.0
Decline in Purchasing Power — 16.7 83.3 100.0
Too Old 7.7 42.3 50.0 100.0
Health Disturbance 100.0 — — 100.0
Input Price Increased — 66.7 33.3 100.0
Business split — 100.0 — 100.0
GST — — 100.0 100.0
Location — — 100.0 100.0
Increase in Petrol Prices — — 100.0 100.0
Others 10.15 26.3 63.2 100.0

Total 20.5 74.4 110.3 205.1




ANNEXURE IlI (b)

DISTRIBUTION OF TRANSFER INCOMES

Average Receipts of the Group Respective Share
Extremely Poor Non-Poor Total Extremely Poor Non-Poor
Poor Poor

ALL PAKISTAN
Boarders or Lodgers 7904 18364 65000 13821 63.6 31.8 4.5
Zakat from Government 897 908 917 904 44.6 46.2 9.2
Zakat from Private Sources 2337 673 1000 1793 66.7 30.6 2.8
Ushr, Fitrana 765 1750 — 952 81.0 19.0 —
Nazrana 445 750 — 492 84.6 15.4 —
Remittances from within Pakistan 20245 30280 48882 28303 51.6 31.3 17.2
Remittances from outside Pakistan 55545 73042 181944 83864 40.0 43.6 16.4
Gifts Assistance 10608 5519 1833 8285 59.5 33.3 7.1
Pension 7950 9334 69100 24103 12.5 62.5 25.0
Total 13050 21934 72044 22235 53.7 36.2 10.1
URBAN
Boarders or Lodgers 1533 12000 — 4150, 75.0 25.0 —
Zakat from Government 300 3333 — 2575 25.0 75.0 —
Zakat from Private Sources 3971 400 1000 3244 77.8 11.1 11.1
Ushr, Fitrana 1300 — — 1300 100.0 — —
Nazrana 500 1000 — 667 66.7 33.3 —
Remittances from within Pakistan 1900 24000 — 5583 83.3 16.7 —
Remittances form outside Pakistan — 10000 — 10000 — 100.0 100.0
Gifts Assistance 5875 5875 1833 5237 42.1 42.1 15.8
Pension 9900 2533 — 4375 25.0 75.0 —
Total 3397 5895 1625 4144 57.4 35.2 7.4
RURAL
Boarders or Lodgers 8668 18854 65000 14794 62.5 325 5.0
Zakat from Government 919 639 917 795 45.9 44.3 9.8
Zakat from Private Sources 1665 700 — 1307 63.0 37.0 —
Ushr, Fitrana 600 1750 — 871 76.5 235 —
Nazrana 433 500 — 440 90.0 10.0 —
Remittances from within Pakistan 23521 30611 48882 30653 48.3 32.8 19.0
Remittances form outside Pakistan 55545 75783 181944 85281 40.7 42.6 16.7
Gifts Assistance 12835 5043 — 10803 73.9 26.1 —
Pension 6000 12249 69100 30678 8.3 58.3 33.3
Total 14920 24704 80847 25551 52.8 36.5 10.6

Source NHDR/PIDE Survey 2001.
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ANNEXURE IlI (c)

OUTMIGRANTS BY ECONOMIC STATUS

Extremely Poor Poor Non-Poor Total
ALL PAKISTAN
Average age of migrants (Years) 31 25 28 28
Sex of the migrants (%)
Male 100.0 87.1 92.2 93.2
Female — 12.9 7.8 6.8
Marital Status
Married 65.2 47.3 68.6 58.9
Unmarried 32.6 50.5 314 394
Others 2.2 2.2 — 1.7
Education level of outmigrant (%)
No education 48.9 44.1 27.5 42.4
Upto Primary 25.0 17.2 15.7 19.9
Middle 7.6 11.8 7.8 9.3
Matric 10.9 15.1 17.6 14.0
Higher education 7.6 11.8 314 14.4
URBAN
Average age of migrants 39 26 — 36
Sex of the migrants
Male 100.0 66.7 — 93.8
Female — 33.3 — 6.3
Marital Status
Married 76.9 — — 62.5
Unmarried 23.1 33.3 — 25.0
Others — 66.7 — 12.5
Education level of outmigrant (%)
No education 76.9 66.7 — 75.0
Upto Primary 23.1 — — 18.8
Middle — — — —
Matric — — — —
Higher education — 333 — 6.3
RURAL
Average age of migrants 29 25 28 27
Sex of the migrants
Male 100.0 87.8 92.2 93.2
Female — 12.2 7.8 6.8
Marital Status
Married 63.3 48.9 68.6 58.6
Unmarried 34.2 51.1 314 40.5
Others 25 — — 0.9
Education level of outmigrant (%)
No education 44.3 43.3 275 40.0
Upto Primary 25.3 17.8 15.7 20.0
Middle 8.9 12.2 7.8 10.0
Matric 12.7 15.6 17.6 15.0
Higher education 8.9 11.1 314 15.0

Source NHDR/PIDE Survey 2001.
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ANNEXURE 111 (d)

EMPLOYMENT STATUS

Average of Sample Extremely Poor Poor Marginally Total
Non-Poor
ALL PAKISTAN
Employees
Regular paid employee with fixed wage 134 19.1 30.0 18.6
Casual paid employee 36.9 22.5 13.8 26.6
Paid worker by piece rate of service performed 17.4 14.4 8.9 14.7
Paid non-family enterprise 0.1 0.3 — 0.2
Total 67.8 56.3 52.7 60.1
Employers
Employer employing less than 10 persons 0.3 0.5 1.8 0.6
Employer employing >= 10 persons — — 0.6 0.1
Total 0.3 0.5 24 0.7
Independent Workers
Own account non-agriculture worker 125 17.4 19.3 15.8
Own Cultivator 6.3 15.3 19.9 12.6
Share Cropper 11.9 8.2 3.7 8.9
Contract Cultivator 0.5 0.6 0.9 0.6
Total 31.2 41.5 43.8 32.9
Unpaid Family worker 0.3 1.3 1.2 0.9
Others 0.5 0.3 — 0.3
URBAN
Employees
Regular paid employee with fixed wage 6.3 9.6 17.4 9.2
Casual paid employee 33.9 28.7 33.3 31.3
Paid worker by piece rate of service performed 31.8 26.3 15.9 27.3
Paid non-family enterprise 0.4 — — 0.2
Total 72.4 64.6 66.6 68.0
Employers
Employer employing less than 10 persons 26.4 33.4 30.4 30.3
Employer employing >= 10 persons — 0.3 2.9 0.5
Total 26.4 33.7 33.3 30.8
Independent Workers
Own Cultivator 0.8 14 — 1.0
Share Cropper — 0.3 — 0.2
Total 0.8 1.7 — 1.2
Others 0.4 — — 0.2
RURAL
Employees
Regular paid employee with fixed wage 16.4 23.3 33.3 22.5
Casual paid employee 38.3 19.9 8.5 24.8
Paid worker by piece rate of service performed 11.2 9.2 7.0 9.6
Paid non-family enterprise — 0.4 — 0.2
Total 66.9 52.8 48.8 57.1
Employers
Employer employing less than 10 persons 0.4 0.6 1.6 0.7
Employer employing >= 10 persons — — 0.8 0.1
Total 0.4 0.6 24 0.8
Independent Workers
Own account non-agriculture worker 6.5 10.4 16.3 10.0
Own Cultivator 8.7 214 25.2 17.3
Share Cropper 17.0 11.6 4.7 12.4
Total 32.2 43.4 46.2 39.7
Contract Cultivator 0.7 0.9 1.2 0.9
Unpaid Family worker 0.4 1.9 1.6 1.3
Others 0.5 0.4 — 0.4

Source NHDR/PIDE Survey 2001.
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ANNEXURE 11l (e)

PERCENTAGE DISTRIBUTION OF AGRICULTURAL AND NON-AGRICULTURAL WORKERS BY ECONOMIC

STATUS
Extremely Poor Poor Non-Poor Total
Agri. Non-Agri Agri. Non-Agri Agri. Non-Agri Agri. Non-Agri
Total 62.0 38.0 590.1 40.9 48.2 50.8 57.3 42.7
Male 60.8 39.2 53.5 46.6 46.3 23.0 53.6 46.4
Female 72.1 27.9 85.5 14.5 72.9 27.1 80.2 19.8

Source NHDR/PIDE Survey 2001.
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ANNEXURE 1lI ()

TYPE OF ENTERPRISES IN RURAL AND URBAN AREAS

Average of Sample Extremely Poor Poor Non-Poor Total
PAKISTAN

Farm 40.4 30.3 28.6 33.9
Non-financial, non-farm employing <10 persons 39.8 39.1 29.9 37.9
Non-farm, non-financial establishment employing >= 10 persons 3.7 8.2 11.9 7.0
Financial institutions (banks, insurance company, pension fund) — 0.1 0.6 0.1
Federal, provincial or local government or defence forces 0.4 6.8 145 5.5
Non-profit institutions 0.6 0.5 0.3 0.5
Household (servants) 2.3 1.3 0.6 1.6
Others 12.8 13.8 135 13.4
URBAN

Farm 1.3 17 15 15
Non-financial, non-farm employing <10 persons 57.0 52.1 46.3 53.4
Non-farm, non-financial establishment employing >= 10 persons 8.9 13.4 14.9 11.8
Financial institutions (banks, insurance company, pension fund) — 0.3 — 0.2
Federal, provincial or local government or defence forces 0.4 3.1 3.0 2.0
Non-profit institutions 1.7 — — 0.7
Household (servants) 4.6 1.7 3.0 3.0
Others 26.2 27.6 31.3 27.4
RURAL

Farm 57.2 42.7 35.9 47.0
Non-financial, non-farm employing <10 persons 324 334 25.5 31.7
Non-farm, non-financial establishment employing >= 10 persons 1.4 5.8 11.2 5.1
Financial institutions (banks, insurance company, pension fund) — — 0.8 0.1
Federal, provincial or local government or defence forces 0.4 8.4 175 6.9
Non-profit institutions 0.2 0.7 0.4 0.5
Household (servants) 1.3 1.0 — 1.0
Others 7.1 7.8 8.8 7.7

Source NHDR/PIDE Survey 2001.
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ANNEXURE 111 (g)

TIMELY REPAYMENT OF ALL LOANS BY ECONOMIC STATUS

Extremely Poor Poor Non-Poor Total
Pakistan 3.3 4.4 9.2 4.9
Urban — — 10.0 11
Rural 4.0 5.0 9.1 54
REASONS
Pakistan
Crop Failure 27.6 17.3 17.8 21.1
Enterprise/Shop not making profit 13.8 7.6 4.7 9.3
Expenses on wedding, death, births, etc. 30.0 224 234 25.3
Business Expansion 5.5 4.7 7.5 5.5
Insufficient funds to repay loan 54.8 49.8 57.0 52.9
Others 15.7 12.6 8.4 13.0
No Response 152.5 185.6 181.3 172.9
Urban
Crop Failure 5.1 — — 2.4
Enterprise/Shop not making profit 17.9 10.8 22.2 15.3
Expenses on wedding, death, births, etc. 51.3 45.9 55.6 49.4
Business expansion 7.7 8.1 111 8.2
Insufficient funds to repay loan 61.5 59.5 66.7 61.2
Others 23.1 29.7 11.1 24.7
No Response 133.3 145.9 133.3 138.8
Rural
Crop Failure 32.6 20.0 19.4 24.2
Enterprise/Shop not making profit 12.9 7.1 3.1 8.3
Expenses on wedding, death, births, etc. 25.3 18.8 204 21.3
Business expansion 5.1 4.2 7.1 5.0
Insufficient funds to repay loan 53.4 48.3 56.1 51.6
Others 14.0 10.0 8.2 11.0
No Response 156.7 191.7 185.7 178.5
Source NHDR/PIDE Survey 2001.
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ANNEXURE 111 (h)

SOURCES OF LOANS BY ECONOMIC STATUS

The loans obtained from various agencies

Distribution of loans of agencies by various categories

Extremely Poor Marginally Total Extremely Poor Marginally Total
Poor Non-Poor Poor Non-Poor

ALL PAKISTAN
ADBP 1.0 2.7 5.1 25 13.6 50.0 36.4 100.0
Commercial Banks — 0.2 3.2 0.7 — 16.7 83.3 100.0
NGO 0.3 0.7 1.9 0.8 14.3 42.9 42.9 100.0
Input Supplier 1.9 3.0 4.5 2.9 24.0 48.0 28.0 100.0
Landlord 10.9 4.7 5.1 7.0 55.7 31.1 13.1 100.0
Profit Money Lender 2.2 0.5 1.9 1.4 58.3 16.7 25.0 100.0
Shopkeeper 39.1 37.2 26.1 35.9 39.1 47.8 13.1 100.0
Factory/Mill 0.3 0.7 3.8 11 10.0 30.0 60.0 100.0
Commission Agent 1.0 0.5 1.9 0.9 37.5 25.0 37.5 100.0
Friends/Relatives 40.4 49.1 45.9 45.4 31.9 49.9 18.2 100.0
Others 2.9 0.5 0.6 14 75.0 16.7 8.3 100.0
Total 100.0 100.0 100.0 100.0 35.9 46.1 18.0 100.0
URBAN
NGO — 2.3 — 1.0 — 100.0 — 100.0
Input Supplier 2.2 2.3 — 1.9 50.0 50.0 — 100.0
Profit Money Lender 6.7 4.5 7.1 5.8 50.0 33.3 16.7 100.0
Shopkeeper 8.9 — 14.3 5.8 66.7 — 333 100.0
Factory/Mill — — 7.1 1.0 — — 100.0 100.0
Commission Agent — — 7.1 1.0 — — 100.0 100.0
Friends/Relatives 73.3 90.9 64.3 79.6 40.2 48.8 11.0 100.0
Others 8.9 — — 3.9 100.0 — — 100.0
Total 100.0 100.0 100.0 100.0 43.7 42.7 13.6 100.0
RURAL
ADBP 11 3.1 5.6 2.9 13.6 50.0 36.4 100.0
Commercial Banks — 0.3 3.5 0.8 — 16.7 83.3 100.0
NGO 0.4 0.6 21 0.8 16.7 33.3 50.0 100.0
Input Supplier 1.9 3.1 4.9 3.0 21.7 47.8 30.4 100.0
Landlord 12.7 5.3 5.6 8.0 55.7 311 13.1 100.0
Profit Money Lender 15 — 14 0.8 66.7 — 33.3 100.0
Shopkeeper 44.2 41.7 27.3 39.9 38.6 48.7 12.7 100.0
Factory/Mill 0.4 0.8 35 1.2 11.1 333 55.6 100.0
Commission Agent 1.1 0.6 1.4 0.9 42.9 28.6 28.6 100.0
Friends/Relatives 34.8 44.0 44.1 40.8 29.7 50.2 20.1 100.0
Others 1.9 0.6 0.7 1.0 62.5 25.0 12.5 100.0
Total 100.0 100.0 100.0 100.0 34.8 46.5 18.6 100.0

Source: NHDR/PIDE Survey 2001.
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ANNEXURE 111 (i)

REASON FOR REJECTION OF LOAN APPLICATION

Extremely Poor Poor Non-Poor Total
Reasons for not Applying for Loan
No need of loan (sufficient funds) 35.5 27.8 39.0 32.6
Don’t want to pay interest for religious reasons 42.4 43.6 35.3 41.9
Don’t know from where to get a loan form 48.2 44.4 26.6 43.5
Don't believe that people will give me loan 45.3 46.6 29.4 43.7
Service charges/interest rates too high 39.8 47.0 36.7 42.6
Others 15.2 14.3 15.6 14.9
Reasons for Rejection of loan application
Don't have the collateral 60.0 66.7 75.0 66.7
Limited knowledge and no proper guidance 40.0 33.3 50.0 40.0
Officer/lender asking bribe 20.0 16.7 — 13.3
Previous loan was outstanding 40.0 16.7 25.0 26.7
Others 20.0 16.7 25.0 20.0
No Response 40.0 33.3 100.0 53.3
Total 220.0 233.3 300.0 246.7
Source NHDR/PIDE Survey 2001.
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ANNEXURE |

GROWTH NODES FOR SMALL SCALE ENTERPRISES

The proposed growth nodes for rural industrialization where the new Industrial Support

Centres (ISC’s) could be located are as follows:
PUNJAB

(1) Lahore-Chunian Axis.

(2) Lahore-Sheikhupura Axis.

(3) Gujranwala-Sialkot Axis.

(4) Rawalpindi-Mianwali Axis.

(5) Bahawalpur-Bahawalnagar Axis.

NWFP

(1) Haripur-Abbottabad Axis and Haripur-Havelian Axis.

(2) Islamabad-Nowshera-Peshawar Axis.
(3) Peshawar-Kohat Axis.

BALOCHISTAN

(1) Lesbela-Quetta Axis.

(2) Lesbela-Mekran Axis.
SINDH

(1) Hyderabad-Nawabshah Axis.
(2) Nawabshah-Sanghar Axis.

(3) Nawabshah-Larkana Axis.
(4) Larkana-Sukkur Axis.

Centre: Bhai Pheru.
Centre: Sheikhupura
Centre: Sialkot.

Centre: Mianwali.

Centre: Bahawalnagar.

Centre: Haripur.
Centre: Peshawar.
Centre: Kohat.

Centre: Lesbela.
Centre: Mekran.

Centre: Nawabshah.
Centre: Sanghar.
Centre: Larkana.
Centre: Sukkur.
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