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Foreword 
 

South Asian countries are striving to combat poverty and achieve food and nutrition security in an increasingly 
complex environment, characterized by rapid globalization, market integration, and changing roles of traditional 
actors. Pakistan is no exception to this regional struggle.  

 The Board of Trustees of the International Food Policy Research Institute (IFPRI) has asked IFPRI 
management to partner with leading institutions in Pakistan, India, and Bangladesh to achieve a shared 
understanding of research and policy priorities in each country and across the region. To carry out this task, 
IFPRI worked with a number of organizations to put together seminars in Lahore, Dhaka, and Chennai. These 
seminars were preceded by the inauguration of a new regional IFPRI office in New Delhi in March 2005. The 
office signifies IFPRI’s commitment to South Asia and indicates its aim to solidify its presence in the region, in 
close proximity to partners and clients. 

 This volume represents the outcome of a joint effort by IFPRI and Beaconhouse National University, 
Lahore, with support from the Institute of Development Studies (IDS), to bring together some of the brightest 
and most influential minds in academia and policymaking circles to discuss the role of agriculture in poverty 
reduction in Pakistan. A day-long seminar took place on March 12, 2005 in Lahore, Pakistan. The seminar 
focused on four issues: analysis of the causes of and solutions to rising poverty trends, overview of key 
agricultural issues in Pakistan, examination of prospects for rural industrialization, and evaluation of Pakistan’s 
progress in achieving the Millennium Development Goals. Rich and stimulating presentations were followed by 
lively and wide-ranging discussions. Over 120 participants, representing the academic, policymaking, and donor 
communities, along with students, representatives of civil society, and the media, attended this event.  

 We are especially grateful to Sardar Sikander Hayat Khan Bosan, the federal minister for food, 
agriculture, and livestock, Salman Shah, the advisor to the prime minister for finance, and the four prominent 
keynote speakers for taking a keen interest in this event and sharing their insights and experiences. 

  IFPRI and Beaconhouse National University hope that these proceedings will contribute to the efforts 
of Pakistani policymakers and researchers to formulate key policy interventions and devise comprehensive 
strategies for pro-poor growth. Building on past IFPRI activities, we also hope that this seminar will contribute 
to deeper and stronger collaboration between IFPRI and Pakistan's leading institutions on issues of food and 
nutrition security. 
 
 
 
Joachim von Braun, Director General, International Food Policy Research Institute (IFPRI) 
 
Sartaj Aziz, Vice Chancellor, Beaconhouse National University  
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EXECUTIVE SUMMARY 
 
Background 

The challenges facing the agricultural sector in the South Asian countries have grown more complex over time. 
Increasing globalization has brought additional challenges, and the need for much greater reliance on the private 
sector and on new crops, activities, and institutions is more obvious than ever before. In Pakistan, in particular, 
constraints on the availability and quality of land and water, coupled with increasing natural resource 
degradation, represent major challenges. With an increasingly skewed distribution of access to land and 
resources and a rapidly increasing population, particularly of poor and small farmers, the need to move from 
resource-based to science-based agriculture is more pronounced. In the words of Sartaj Aziz, the vice chancellor 
of Beaconhouse National University of Pakistan, the whole agriculture development paradigm is crying out for a 
“new deal.”  

 To examine the ability of agriculture to shape the prospects for poverty alleviation, a daylong seminar, 
“The Role of Agriculture in Poverty Reduction in Pakistan,” was jointly organized by the International Food 
Policy Research Institute (IFPRI) and Beaconhouse National University of Pakistan, with assistance from 
Innovative Development Strategies (IDS). The seminar, held on March 12, 2005, in Lahore, Pakistan, followed 
the inauguration of the IFPRI South Asia office in New Delhi earlier that month. It represented one more step in 
IFPRI’s efforts to intensify its work in South Asia under the South Asia Initiative. Simultaneous seminars were 
held in Dhaka, Bangladesh, and Chennai, India, in an IFPRI Board of Trustees–directed effort to “find new 
forms of research cooperation and innovative policy options and prescriptions” to meet these emerging 
challenges and “to develop partnerships with leading institutions in the region to form a shared understanding of 
the changing research and policy priorities,” according to Isher Judge Ahluwalia, the chair of the IFPRI Board 
of Trustees. More than 120 Pakistani researchers, development practitioners, policymakers, politicians, 
members of civil society, and students took part in the Lahore seminar. 

 The primary topics of discussion were the challenges faced in making growth broader based and more 
pro-poor in order to reduce poverty. Potentially efficient and equitable solutions for increased agricultural 
growth and poverty reduction addressed in the seminar included increasing current yields as well as promoting 
diversification to high-value-added crops and activities, especially by the small-farm sector, and the vertical 
integration of activities “from the farm to the fork.” However, finding the right balance between equity and 
efficiency in this process was considered the key challenge. Much of the discussion centered on the need to 
understand how to scale up and link together micro-level activities to maximize gains from economies of scale 
without sacrificing aspects of equity. For this to happen, the participants felt that a better understanding of the 
supply-side factors was required, along with much greater analysis of the demand side, including analyses of the 
functioning and integration of local, national, and international markets and ways to make these work for the 
poor.  

 The seminar participants considered the development of market and nonmarket institutions that nurture 
the process of pro-poor growth to be a key precondition for poverty reduction. In this regard, the analysis of the 
relative role of the public and private sectors in providing guidelines for the future was deemed to be a crucial 
factor. The participants considered enhanced access to health and education essential not only for empowerment 
but also for growth. The very low levels of human and other forms of capital; the inherent skewed distribution 
of assets and access to resources; and poor overall governance that further exacerbates the relative access to 
opportunities, security, and empowerment were seen as key challenges. 

 Every participant—including the federal minister for food, agriculture, and livestock and the advisor to 
the prime minister for finance, who chaired different sessions—emphasized the urgent need for effective policy 
research to meet these challenges. The speakers reiterated this need throughout the day. In addition to analysis 
of the factors affecting the private incomes of the poor, the participants considered particularly urgent the need 
to evaluate the whole system of public sector expenditures and service delivery, especially under the newly 
devolved system of governance in Pakistan, and to ensure that these become more pro-poor and gender 
sensitive.  

 The seminar was inaugurated by Sardar Sikander Hayat Khan Bosan, the federal minister for food, 
agriculture, and livestock, who highlighted the role of inclusive, pro-poor agriculture growth in reducing poverty 
in Pakistan. He mentioned, in particular, the important potential of the livestock sector for both national 
economic growth and poverty reduction. He outlined a host of market reforms that the government had initiated 
and was initiating in the domestic and international trade policy arena in its efforts to move from the role of a 
player to that of a facilitator, and stressed the need for effective policy research in support of agricultural growth 
and poverty reduction. 
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 The seminar consisted of four sessions, the highlights of which are discussed below. 

Session 1. Rising Poverty Trends: Causes and Remedies 

Akmal Hussain, distinguished visiting professor at Beaconhouse National University and the keynote speaker at 
the first session, attributed the sharp increase in poverty during the 1990s to three unique characteristics: 

1) the country’s slow growth (of about 4 percent, substantially below the historical trend rate in 
Pakistan of 6 percent),  

2) declining employment elasticities, and 
3) the historically unprecedented increase in inequality. 

 Reiterating the structural aspects of this growth, he stressed the importance of restructuring the growth 
process in order to enhance its poverty-reducing capabilities. He stated that the observed instability of growth in 
Pakistan was also linked to the low-level equilibrium trap that the majority of the poor find themselves in, and 
their inability to break out of the vicious circle. Hussain named some additional structural aspects of this: (a) 
poor soil and suboptimal fertilizer use, (b) poor-quality seed, (c) unequal distribution of land, and (d) an 
asymmetric market structure. 

 According to Hussain, modifying the composition of growth involves building new institutions, 
changing the asymmetry of power, making markets more accessible to the poor, and providing the masses with 
quality health and education—all issues that “must become the central concern of those who claim to be 
engaged in poverty reduction.” In particular, the issue of local governance and the inequitable distribution of 
land deserves much more serious attention. 

 Citing health and education as essential growth issues (not merely social sector issues), he stressed that 
poverty reduction is about power and the structure of power. Lack of empowerment restricts the access of the 
poor to these essential services as well as to the realization of their growth potential. Small and poor farmers 
needed fair access to markets and institutions—especially those related to local governance, justice, and the 
social sectors. 

 The discussant, Regina Birner of IFPRI, reiterated the importance of power structures and the role of 
institutional and governance reform in reducing poverty. She agreed that the skewed distribution of land 
ownership, low levels of investment in social sector infrastructure and human capital, and underinvestment in 
the operational and maintenance costs of irrigation are some of the factors responsible for the variability of 
yields in Pakistan. Citing published research, she stated that the indicators of soil quality and water also 
contributed to the differences between yields on small and large farms in Pakistan. These issues posed major 
challenges for research and extension.  

 Identifying successful poverty reduction strategies, Birner cited the extremely high potential return on 
investment in the social sectors found by previous IFPRI research and the need for investment in social 
infrastructure to make it more pro-poor. In addition to an analysis of governance reform under the devolution 
process in Pakistan and an assessment of how to make institutions more pro-poor, she stressed the need to 
examine the impact of macroeconomic, public finance, and trade and trade relations issues on poverty reduction. 
She also called for an analysis of the relative roles of the public, private, and nongovernmental organization 
(NGO) sectors in empowering the poor in specific situations. 

 Comments from the floor stressed the need to look at the impact of the composition of government 
expenditures and the structure of taxation on poverty. Citing the government’s various efforts to achieve 
agricultural growth and poverty reduction, Salman Shah, the advisor to the prime minister for finance, stated 
that the government’s agricultural growth target of 5 percent per annum would ensure the 8 to 9 percent GDP 
growth level envisaged necessary to reduce poverty under a holistic approach. This growth can be accomplished 
by focusing on more profitable farming; higher productivity of crops; diversification to high-value crops, 
especially by small farmers; and demand-based production. Progressive livestock development; promotion of 
agribusiness, particularly in higher-value horticulture crops; and the development of cash crops such as cotton, 
rice, sugarcane, livestock, and fisheries products are being undertaken. Speaking of the enormity of the 
challenges, Shah stated that government policies were only now gradually creating the fiscal space necessary to 
meet such expenditures. In addition, the co-chair of the session, Mohamed Ait-Kadi, president of Morocco’s 
General Council of Agricultural Development and a member of the Board of Trustees of IFPRI, emphasized the 
need for research to define appropriate and sustainable remedies for large-scale poverty during the discussion. 
Highlighting the importance of appropriate policies, he also stressed that the eventual complementarity or 
competitiveness of the interconnected goals of growth, poverty reduction, and sustainable management of 
national resources depends critically on the mix of policies and the investment strategy that the country follows.  
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Session 2. Key Agricultural Policy Issues in Pakistan 

The keynote speaker at the second session, Zafar Altaf, former secretary of agriculture, painted an optimistic 
picture of the prospects for agricultural growth and poverty reduction. He identified knowledge at the local level 
and of local conditions as the key constraint on effective policymaking. Altaf highlighted the need to encompass 
the great diversity of resources, opportunities, infrastructure, and availability of markets in policymaking, as 
well as the need for policymakers to think in terms of products and not commodities, since several products 
could be derived from one commodity. In his view, it is the maximization of the value-added potential of these 
commodities that is the key to agricultural growth and poverty reduction.  

 Altaf stated that when monopolies exist, markets do not work well for the poor. He highlighted the 
negative role of vested interests in maintaining the status quo on market and pro-poor institutional development 
in Pakistan. He also cited the lack of transparency in decision making, the enormous increase of nearly 350 
percent in the cost of utilities between 1998 and 2004, and the mounting debt of farmers as additional factors in 
the low agricultural growth and increasing rural poverty in Pakistan. 

 He illustrated the poverty-reducing effects of the optimal choice of labor-intensive and capital-saving 
techniques and scale in successful Hala milk cooperatives, where small dairy producers—mostly women—
combine their small production to achieve economies of scale that permit them to compete with the much larger 
corporate giants in this sector. 

 The discussant, David Orden of IFPRI, noted the role of increased productivity and competitiveness in 
the agricultural growth in the United States. He stated that the strong farm lobby was a key element in the 
country’s pro-agriculture policies. He said that one reason that rural poverty had been kept in check in the 
United States was the large exodus of people from the agriculture sector. 

 The issue of scale and concentration in agricultural production, processing, and marketing surfaced in 
the discussion, since the economies of scale in agricultural processing and marketing may be much more 
important than the economies of scale in agricultural production. Many participants agreed that it was the vested 
interests that were actually hindering key market reform. Recognizing that the role of the service sector has been 
ignored in the post–Green Revolution period, the participants identified the need for manpower skilled in 
marketing, procurement, and allied supply as a constraint in the move toward more market-based solutions. The 
possibility of developing these skills without some form of public sector support was also raised. 

 The session co-chair, Shah Mahmood Qureshi, a member of the National Assembly of Pakistan, stated 
that the importance of governance and the empowerment of people at the local level in improving decision 
making and alleviating poverty had not been adequately underscored. He felt that an evaluation of service 
delivery and empowerment under the new, devolved system of local government in Pakistan was important in 
understanding why poverty reduction was not taking place. 

 

Session 3. Rural Industrialization: Obstacles and Prospects 

Suleman Ghani, Planning and Development Board chairman of the Government of Punjab, was the keynote 
speaker for the session on rural industrialization. He made a strong case for sustained and rapid growth of rural 
employment for poverty reduction. Ghani stated that the obliteration of the rural-urban divide under the Local 
Government Ordinance of 2001 had added an additional challenge in meeting this end. He argued that access to 
infrastructure would now become the key factor in determining where industry would be located.  

 In this scenario, the increased potential of the small and medium enterprises (SME) sector to meet rural 
poverty-reduction needs was highlighted. Among key constraints that prevent the SME sector from playing its 
role in poverty reduction are a lack of access to finance and infrastructure, an inadequate supporting regulatory 
framework, and restrictive tax structures hindering the effective development of SMEs. Ghani felt that 
governance and law and order were serious concerns. Basing his presentation on a recent investment climate 
survey, he discussed the special needs of SMEs and how these could be met. 

 Commenting on the keynote presentation, the discussant, David Spielman of IFPRI, raised several 
fundamental questions, focusing on the following issues: 

 The role of the public sector beyond providing a policy framework, and, in particular, in promoting 
and facilitating rural industrialization; 

 The role of the public sector in regulating as well as enabling markets; 
 The role of public policy in directing the process of agroindustrialization;  
 Ensuring an efficient and effective provision of public goods, such as infrastructure; and 



 x

 Creating appropriate incentive structures in public sector research in agroindustrialization to make 
it valid and useful. 

 Spielman felt that the political economy in Pakistan was fundamental to understanding how rural 
industrialization would actually occur and how the poor would benefit. In this regard, he felt that a clearer 
identification and linkage of policies with potential opportunities and a better understanding of the relative roles 
of NGOs and the private sector were important. 

 Open discussion brought up the debate of efficiency versus equity. One of the main issues raised was 
the relative importance of both and the possibility of trade-offs. Isher Ahluwalia, in her closing remarks, stressed 
the need to move beyond the decades-old paradigm of rural industrialization to embrace and address the 
challenges and opportunities brought about by the emerging new order. 

 

Session 4. Pakistan’s Prospects for Achieving the Millennium Development Goals on Poverty and Hunger 

In his keynote address, A.R. Kemal, director of the Pakistan Institute of Development Economics, highlighted 
the inadequacies of the underlying data and of the different methodologies used to highlight the worsening 
trends in rural poverty. He felt that although rural poverty had worsened considerably, it was difficult to assess 
by how much. He called for independent third-party evaluations of the data system for quality control.  

 To provide an example of the inadequacy and poor quality of the data, Kemal contended that 
employment elasticity in Pakistan had in fact gone up significantly and that rising unemployment was in fact 
due to the rapidly growing population and its age structure, and was based largely in the informal sector. The 
keynote speaker at the first session, Akmal Hussain, had made a significant issue of the low employment 
elasticity in Pakistan as one of the fundamental reasons behind the rapid rise in rural poverty and the potential of 
the informal sector to absorb a large portion of the unemployment. 

 Kemal highlighted a number of prerequisites to meeting the MDG growth targets, including reducing 
the cost of transactions, bringing down the exorbitant costs of utilities (especially electricity), increasing and 
sustaining the high levels of investment required, and addressing the governance issues that perpetuate 
inequalities. He felt that even based on the best estimates of historical trends in investment, it would be difficult 
for Pakistan to meet, on a sustained basis, the 26 percent investment to GDP ratios required to attain the 8 to 9 
percent growth needed to meet the MDG poverty reduction targets.  

 The discussant, Rajul Pandya-Lorch of IFPRI, highlighted the similarity between the global experience 
in meeting the MDG targets and the Pakistani one. Pandya-Lorch emphasized that the global decrease of only 9 
million in the number of hungry people since 1990 does not suggest the proper pace of reductions required to 
achieve the MDG for hunger. Given that a further reduction of about 200 million is needed by 2015 to reach the 
MDG target, the global community is definitely off track in realizing the hunger goal. Projected near-
achievement of the MDG poverty goal would still leave 913 million absolutely poor by 2015 in addition to a 
substantial number of people who survive on between one and two dollars a day and are a very vulnerable group 
that can slip very quickly into absolute poverty. 

 Pandya-Lorch argued that, despite their limitations, the MDGs give us something to aspire for. 
Subsequently, two fundamental issues were raised with regard to prospects for MDG achievement: (a) whether 
to attribute the difficulties in reaching the MDGs both globally and in Pakistan to knowledge constraints or to 
constraints on the ability to implement the interventions that are required, and, on a related note, (b) whether the 
challenge of reaching the MDGs is the result of a shortage of resources or of political will.  

 Sartaj Aziz, in his summary, argued that the real obstacles to poverty reduction were basically political. 
A real and major breakthrough toward poverty reduction would require much greater political will in one form 
or another. “Unless that happens,” he said, “the progress will be slow; but even then, if the people do get 
organized, the women get organized, and the empowerment process starts from below and there is enough 
political leadership and pockets of power which can support them and institutions that can enforce this process, 
then at least the increase in inequality can be prevented without slowing down growth, and hopefully we can go 
forward.” 

 The seminar ended on a note of optimism. In the words of Sartaj Aziz, “The combined efforts of IFPRI 
researchers and Pakistani institutions will be able to come up with sustainable policy research solutions to 
address the emerging challenges in the fight against poverty, hunger, and malnutrition.” 



INAUGURAL SESSION 
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Welcome Remarks 
 
Sohail J. Malik, Chairman, Innovative Development Strategies (IDS) 
 

It is my pleasure to welcome all of you here today to the seminar on “The Role of Agriculture in Poverty 
Reduction in Pakistan.” We are especially honored to have such a galaxy of distinguished guests and speakers. 
Many of you have traveled long distances to be here today. I thank you. 

 The presentations that will be made today cover the entire range of elements to facilitate effective 
poverty reduction; from an assessment of the poverty problem itself, its characteristics, and the constraints to its 
reduction, to an assessment of agricultural policies and what can be done to improve their effectiveness. 
Speakers will also address the important role of the rural nonfarm sector and rural industrialization in the 
process, and present an assessment of the prospects of Pakistan meeting the Millennium Development Goals. 

 We are honored to have the federal minister for food, agriculture, and livestock here with us this 
morning. Sardar Sikandar Hayat Khan Bosan is himself a progressive farmer. So not only does he bring his 
credentials as a policymaker to this audience but also those of a progressive farmer dealing in high value-added 
agriculture. This is most opportune since one of IFPRI’s major themes currently is the diversification of 
agriculture toward high value-added crops as a means for speedy rural poverty reduction. 

 Sardar Sikander Hayat Khan Bosan’s political career started in 1985. He has been a member of the 
Provincial and National Assembly. He has served as minister of state for food and agriculture and was inducted 
as federal minister for food, agriculture, and livestock on September 4, 2004. 

 The two speakers we have for the inaugural session are also very eminent personalities.  

 We are privileged to have Dr. Isher Judge Ahluwalia, chairperson of the IFPRI Board of Trustees, here 
with us today. She told me in New Delhi recently that she is really thrilled to be coming back because she is 
truly a “Lahore Di Kuri.” She comes from a business family of pre-partition Lahore. It is a pleasure to have you 
back, Madam.  

 Dr. Isher Judge Ahluwalia has an eminent career as an economist and was trained in some of the best 
educational institutions in the world. She has a Ph.D. from MIT and a graduate degree from the Delhi School of 
Economics. She has been involved with ICRIER for a long time – she was chief executive of ICRIER - as well 
as its director. She has been on the board of several leading institutions in India, including the National Council 
for Agricultural Research.  

 Dr. Ahluwalia has written several books. Her book Industrial Growth in India: Stagnation Since 1960s 
received several awards. She has also contributed to and co-edited the volume on India’s Economic Reforms in 
Development: Essays for Manmohan Singh with Professor I.M.D. Little of Oxford University.  

 Dr. Ahluwalia has been very actively involved in moving IFPRI toward its new agenda, which is to 
reach out. The South Asia office and several other regional offices have come up under her care. Madam it is an 
honor to have you here today. Welcome. 

 The other speaker in this morning’s session is Mr. Sartaj Aziz. He does not need any introduction in 
this audience. He is our elder statesman. He brought credibility to agricultural policymaking as minister of state 
and then as full minister for agriculture and continued to give it the importance it deserves as finance minister 
and foreign minister. He has made significant contributions as an international civil servant and development 
person, and now as an academic. He has made several seminal national and international contributions in the 
area of agriculture. His role in Pakistan’s development will be remembered for a long time to come. What I 
regard as one of his greatest contributions to the literature on Pakistan’s economic development is the Report of 
the National Agricultural Commission of Pakistan. Next year it will be 20 years since the commission was set 
up, but the report still continues to be the most important single source of information on agriculture and the 
strategies for its development in Pakistan. So it is really an honor that he is here with us today. He is also jointly 
hosting this seminar as part of his role as vice chancellor of the Beaconhouse International University, along 
with IFPRI. 
 



 4

Welcome and Opening Remarks 
 
Isher Judge Ahluwalia, Chair, IFPRI Board of Trustees  
 

Honorable Minister for Food, Agriculture, and Livestock, Sardar Sikandar Hayat Khan Bosan; Honorable 
Advisor for Finance to the Prime Minister of Pakistan, Dr. Salman Shah; Mr. Sartaj Aziz, the long-standing 
mentor and friend of IFPRI; distinguished guests from Pakistan and around the world; ladies and gentlemen—a 
very good morning to all of you. 

 It is my privilege to welcome you all to this seminar, which is being jointly organized by Beaconhouse 
National University and IFPRI. I want to begin with our special thanks to Mr. Sartaj Aziz, the vice chancellor of 
BNU, for hosting us here in Lahore. We hope that this seminar will lead to deeper and stronger collaboration 
between IFPRI and Pakistan’s leading institutions on issues of food and nutrition security. I am happy that my 
colleagues on the IFPRI Board of Trustees, Dr. Mohamed Ait-Kadi and Dr. Masayoshi Honma, are with me at 
this seminar. Dr. Mohamed Ait-Kadi is president of the General Council of Agricultural Development, Ministry 
of Agriculture, Rural Development, and Forestry, Morocco. He has also served as acting secretary general of the 
ministry and was previously the director general of the ministry’s irrigation department. Dr. Masayoshi Honma 
is professor of agricultural and resource economics at Tokyo University. 

 IFPRI, a member of the Consultative Group on International Agricultural Research, has been working 
on sustainable solutions for ending hunger and poverty for the past 30 years. During this time, South Asia has 
been a focal point of our research and policy operations. We have closely collaborated with researchers and 
policymakers in the region to conduct high-quality policy-oriented research, engage in policy communication to 
inform and stimulate policy debate, and strengthen capacity. You will be happy to know that IFPRI has just 
opened a new South Asia office in New Delhi. The prime minister of India, Dr. Manmohan Singh, inaugurated 
the office on March 7, 2005. This is an exciting and momentous occasion for IFPRI, as we are also celebrating 
our 30th birthday this year. By opening this office, we solidify our commitment to working in the South Asia 
region by placing ourselves in close proximity to our partners and collaborators. The IFPRI Board of Trustees 
takes this commitment very seriously. Toward that, and in conjunction with the just concluded board meeting, 
we asked IFPRI management to develop partnership with leading institutions in Pakistan, India, and Bangladesh 
to form a shared understanding of research and policy priorities with individuals and countries and in the region. 

 As we are meeting here today, parallel seminars are being carried out in Dhaka and Chennai to achieve 
these results. These events will be followed by the release of brief reports for each country. We hope that this 
will improve our ability to generate appropriate policy solutions and advise the governments in formulating 
policy intervention and shaping comprehensive strategies for pro-poor growth. 

 During the 1980s and early 1990s, IFPRI played an important role in agricultural policy support in 
Pakistan. In fact, an independent evaluation of the IFPRI program in Pakistan in the earlier period indicated that 
the program had the highest policy impact of any USAID-funded program in the country. This was at a time 
when the USAID-funded program in Pakistan was one of the largest in the world. I understand that the data set 
collected at that time has yielded over 140 master degree dissertations and 23 doctoral dissertations in leading 
universities around the world. This is a commendable example of capacity strengthening in action.  

 Some of our long-standing partners over the years have included the Pakistan Institute of Development 
Economics (PIDE), and I am particularly pleased that Dr. A.R. Kemal, the director of PIDE, is here with us 
today to speak on poverty and hunger issues. Dr. Kemal and I share another bond—that of the South Asia 
Network of Economic Research Institutes (SANEI). We have nurtured this network together, and I had the 
privilege of being its founder director as head of Indian Council for Research on International Economic 
Relations (ICRIER) in New Delhi. After five years, the secretariat of SANEI shifted from ICRIER to PIDE, 
where it is functioning under the leadership of Dr. A.R. Kemal for the next five years. I now represent SANEI 
on the governing board of the Global Development Network (GDN). We at IFPRI look forward to similar 
cooperation throughout South Asia in research networking and policy dialogue. We also have with us today the 
former director of PIDE, Dr. Sarfraz Khan Qureshi, who has been a longtime friend, collaborator, and supporter 
of IFPRI. I am also very happy to welcome the members of Pakistan Agriculture Research Council to the 
seminar. This is another organization that we had the pleasure of working with. I welcome the many 
distinguished guests from the University of Agriculture Faisalabad, which has been a valued research partner to 
IFPRI. Also our colleagues from Innovative Development Strategies (IDS), led by Dr. Sohail Jehangir Malik, a 
former staff member and a dear friend of IFPRI, have collaborated with IFPRI over the years in many different 
activities and are playing a critical role in implementing today’s seminar. We are happy to have you with us 
today. 
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 As our countries in South Asia carry forward the task of reforming our policies and institutions, 
particularly with regard to agriculture, and as we increasingly engage in the process of globalization and 
integration with the world economy, we need to focus on the urgent and foremost task of reducing poverty and 
finding sustainable solutions to move toward prosperity. Indeed, we need to shape the process of globalization 
itself by becoming proactive in institutions such as World Trade Organization (WTO). It is in this context that 
the information-based research of IFPRI and the policy dialogue and debate, which is generated by such 
research, assume special significance.  

 As IFPRI looks to the future, we envision that our ties with research institutions and policymakers in 
the region will be further strengthened to better position us in providing insightful solutions to the problems of 
poverty and hunger. On IFPRI’s part, we have taken major steps toward strengthening our activities in the 
region by launching the South Asia Initiative in 2002 to better understand and analyze the emerging challenges 
to agriculture and their implications for food security and poverty alleviation. Dr. Ashok Gulati from IFPRI has 
played a leading role in facilitating this initiative. Other IFPRI staff members who are participating in today’s 
seminar are Ms. Rajul Pandya-Lorch, Dr. Klaus von Grebmer, Dr. Regina Birner, Dr. David Orden, Dr. 
Nicholas Minot, Dr. David Spielman, and Ms. Oksana Nagayets. 

 I extend very warm greetings from Dr. Joachim von Braun, the director general of IFPRI, to all 
attending the seminar, and I am very happy to see that so many of the participants of today’s seminar have come 
from member organizations of the South Asia Initiative, popularly known as SAI. Our hosts have developed an 
exciting program for today’s seminar. It will focus on the issues that have been identified as critical to 
generating deeper and broader poverty reduction in Pakistan. As we are in the company of some of the brightest 
and most influential minds in academia and policymaking, we look forward to insightful presentations and 
lively discussion that will help articulate a collaborative program for research communication and capacity 
strengthening. Once again, I welcome you all to this seminar, and I thank you for taking the time to join us here 
today for this important event. Thank you.  
 
 
Welcome and Opening Remarks 
 
Sartaj Aziz, Vice Chancellor, Beaconhouse National University 
 

Mr. Sikandar Hayat Khan Bosan, Dr. Isher Ahluwalia, members of the IFPRI Board, distinguished members of 
the panel and speakers, ladies and gentlemen. 

 May I begin by thanking the minister for accepting my invitation and especially coming from 
Islamabad to inaugurate this seminar. I also want to take this opportunity to welcome the chairperson of the 
Board of Trustees of IFPRI, Dr. Isher Ahluwalia, and two of her colleagues on the IFPRI Board, Dr. Mohamed 
Ait-Kadi and Dr. Masayoshi Honma, to Pakistan and to the seminar. I also want to welcome the staff members 
of IFPRI who have come to Pakistan after a long interval to participate in this very exciting event.  

 As you heard, IFPRI is intensifying its work in South Asia under the South Asia Initiative, and an 
office has just been opened in New Delhi, which is basically a regional office, and together with other partner 
institutions will develop a program on issues of interest to the region as a whole as well as to individual 
countries. In this task, I hope during this visit and the visit of IFPRI’s members to Islamabad later this week, 
they will be able to discuss in detail the coordination and the follow-up process under which this work will get 
intensified. The proposal is to set up some kind of an advisory council or committee in Pakistan for cooperation 
with IFPRI in which not only the government representatives but all the institutions which can undertake 
research will be co-opted. And while some of the work will be coordinated from the Delhi office, some of the 
leadership for those research projects in which Pakistan has special expertise will be led from here. So, in this 
way, it will become a very important network to continue this work. The timing of this initiative, in my view, is 
very important because our agriculture sector, not just in Pakistan but also in South Asia, is facing both a 
challenging prospect and a yearning for a major breakthrough. The Green Revolution through which the 
agriculture sector in South Asia has experienced a major transformation was essentially public sector led. Now 
we are coming to different kinds of crops in which the role of private sector will be much more important, 
particularly in the high-value sector. Also, there was potential for expanding the cultivable area in most Asian 
countries, and that has now reached its limits. Future growth will come largely from increase in yields, and that 
requires a different kind of cooperation and a different kind of policy framework. I hope that the collective 
assessment of IFPRI researchers and our own research institutions will be able to come up with policy options 
and prescriptions which will take Pakistan and other South Asian countries to the next threshold of agricultural 
growth.  
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 The subject that we are discussing today, “The Role of Agriculture in Poverty Reduction,” is not only 
topical but is specially challenging for Pakistan, because it is commonly understood that the agriculture is the 
most important sector for poverty reduction as the majority of people who are poor live in rural areas and are 
dependent on agriculture. So it is generally assumed that if a reasonably sustained growth rate is achieved in 
agriculture, poverty will automatically come down.  

 A very recent report, which has just been submitted to the United Nations by Jeffrey Sachs from 
Harvard University, on Millennium Development Goals says that with fertilizer, better crops, irrigation, and 
improved seeds, farmers could triple their food yields and quickly end chronic hunger. Now Pakistan did do 
most of that, and in the 1990s, it achieved an average growth rate of 4.5 percent per annum, which very few 
developing countries have in fact achieved – because 3 to 3.5 percent is the norm. Above 4 percent is only 
occasionally possible if on the average, years of good crops exceed years of bad crop years. And yet during this 
decade, while agricultural growth rate was 4.5 percent, poverty went up from 20 to 32 percent. So what is the 
reason? Why has this correlation between agricultural growth and poverty reduction broken down? This is an 
issue that we must seriously debate and find out whether we need a different pattern of agricultural growth to 
reduce poverty. What was it in our agricultural growth which did not translate into poverty reduction? Were the 
small farmers excluded from the process of growth because they concentrated on low-value crops and could not 
take the risks that are involved in high-value agriculture? Was the allocation of credit and other facilities 
concentrated on the large farmers; therefore, the poor did not benefit? Was it the deterioration in the terms of 
trade for agriculture i.e. while production went up but the prices and income did not go up? Is it the result of 
growing inequality in the society which has not allowed poverty to go down? And finally, is it the slowdown in 
the pace of non-agricultural i.e. industrial growth from 8 percent to 4 percent per annum which is responsible, 
because a great deal of the rural population, more than half in fact, is not involved in agriculture but in non-
agricultural activities? 

 These are the range of issues that we need to explore. I hope the seminar will explore them and come 
up with policy implications and options which we hope we will be able to deal with. 

 As you must have in the program, the first sessions does deal with what is called rising poverty trends, 
because that lays down the factual basis of where the poverty is, why it has gone up. The keynote speaker is Dr. 
Akmal Hussain, who would join us shortly. He is a well-known economist and one of the leading authorities on 
poverty issues in Pakistan. 

 The second session then goes on from there and deals with key agricultural policy issues in Pakistan. 
This session will be chaired by Mr. Shah Mahmood Qureshi, the former finance minister of Punjab and a very 
prominent member of the National Assembly and head of the Punjab Farmers Association. This seminar will be 
co-chaired by Professor Masayoshi Honma. Dr. Zafar Altaf, the former secretary of agriculture will give the 
keynote address.  

 The third session is on rural industrialization: obstacles and prospects. As I mentioned earlier, the non-
agricultural activities and employment are equally important for poverty reduction. So from agricultural issues, 
we will move on to rural industrialization issues, to examine the role the non-farm sector can play in poverty 
reduction. Mr. Suleman Ghani, who is the chairman of the Planning and Development Board of the Government 
of the Punjab, will be the keynote speaker. 

 The fourth and final session will then, taking all these issues into account, attempt to answer the 
important question: Will Pakistan be able to achieve the Millennium Development Goals on hunger and poverty, 
to halve poverty and hunger by 2015? In other words, looking at the present trends, are we on track, or are we 
away from it? If we are not on track, what do we need to do to put Pakistan on track? Dr. A.R. Kemal, who has 
a rich background in projections and econometric work in PIDE, will address this question. I hope the prognosis 
and projections are not too pessimistic. I hope most of you will be able to participate in the discussion on these 
important issues and, more importantly, on the research agenda, which I hope will flow from the seminar. 

  This seminar, I hope, will provide a solid basis for cooperative work between IFPRI and the research 
institutions in Pakistan. I hope the Ministry of Agriculture and the provincial agricultural departments, which are 
the focus of agriculture policy, will be able to not only participate but benefit from this collaboration in 
preparing a policy framework that puts us on a higher growth path not only in agriculture but also for poverty 
reduction.  
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Inaugural Statement 
 
Sardar Sikandar Hayat Khan Bosan, Federal Minister for Food, Agriculture and Livestock 
 

Mr. Sartaj Aziz, Mrs. Ahluwalia, distinguished participants, ladies and gentlemen. 

 It is certainly a great honor and a privilege to be asked to chair and give closing comments at the 
opening session of such an important seminar. Nonetheless, to follow eminent speakers who have preceded me 
makes the task by no means envious. The speakers have voiced some thought-provoking issues, and I agree that 
these matters require due attention and proper address.  

 Pakistan lies in a densely populated region, where the levels of poverty are extremely high. Our 
incidence of poverty in 2001 was assessed at 32.1 percent of the population, or 45 million persons, in rural areas 
where poverty is much more pronounced. A recent study by the Centre for Research on Poverty Reduction and 
Income Distribution (CRPRID) characterizes 63 percent of the poor in Pakistan in a small band around the 
poverty line. These persons are termed as transitory poor. These transitory poor move in and out of poverty with 
changing economic conditions and, as such, instill the confidence that the bulk of the poverty in Pakistan can be 
addressed. A recent survey has suggested that the growth of poverty has been arrested and has started showing a 
downward trend. However, the full survey of the poverty is in progress and will indicate the full picture about 
the incidence of poverty in a few months. Over the past few decades, poverty has posed the biggest challenge 
confronting many a developing economy where agriculture serves as the main means of livelihood for the 
predominantly rural population and as the engine for national economic growth. Rightly, poverty reduction and 
agricultural growth have a close nexus in these countries. This common denominator characterizes Pakistan’s 
economic and social parameters as well. With 67 percent of the rural household dependent on agriculture for 
their livelihood, 47 percent of the national labor force being employed by the agriculture sector, and agriculture 
contributing around a quarter of the national GDP and 70 percent of the national export revenues, this nexus is 
equally apparent in Pakistan. Agricultural growth would bear significantly on the poor given that out of 87 
percent of the landholdings representing 42.2 percent of the agriculture areas constitute of farms less than 5 
hectares in land area. It would need to be ensured that safe arrangements are put in place to ensure that these 
small landholders are not excluded from the benefits of agricultural growth. The agriculture sector in Pakistan is 
divided equally between crop-based agriculture and livestock, with fisheries comprising only 1 percent of the 
agricultural GDP.  

 The livestock sector involves 6 million farm families, or some 38 million of the population who are 
partly or wholly dependent on livestock for livelihood. It contributes 11.4 percent of the national GDP and 
represents 41.9 percent of the agricultural GDP and 8.5 percent of the national exports. Pakistan is the fifth-
largest producer of milk in the world, with 60 percent of this production coming from small livestock holders 
having five to six buffalos or cattle. Likewise, small herd holders hold 86 percent of sheep and goats. The spread 
of animals is quite even in terms of numbers over all the four provinces with high poverty regions of 
Balochistan, southwestern NWFP, southern Punjab, eastern Sindh, and FATA dominating with almost 80 
percent of the grazing herds. Livestock development thus holds a pivotal position both for national economic 
growth and poverty reduction.  

 In this context, we have estimated agricultural growth of 5 percent per annum to ensure an economic 
growth level of 8–9 percent per annum. This is by no means an easy task, but as indicated by the recent record 
cotton crop of 15 million bales and the standing good wheat crop, it is certainly achievable, and the enabling 
conditions have to be created. The macroeconomic reforms and structural adjustment undertaken over the past 
few years, along with the changing world market and political realities, have brought out strongly that we have 
to make agriculture stand on its own feet and become highly profitable and competitive in the international 
market.  

 The policy that we have therefore established for the agriculture sector is to achieve 4–5 percent annual 
growth under a holistic approach through establishment of more profitable agriculture farming; higher 
productivity of agriculture crops; diversification to high-value crops and demand-based production; progressive 
livestock development; promotion of agribusiness, particularly in higher-value horticulture crops; cash crops, 
such as cotton, rice, sugarcane, livestock, and fisheries products. Aggressive and competitive marketing, both in 
the domestic and international market, food security, and equitable distribution of benefits. With this in focus, 
we have embarked on creating an incentive structure whereby while allowing free market operation and 
dynamics, we ensure availability of quality agricultural inputs at appropriate price, thereby ensuring just output 
prices without suppressing normal market forces. The government will intervene selectively to ensure 
reasonable return to growers, as we have recently done in the case of cotton procurement through the Trading 
Corporation of Pakistan (TCP). We have enhanced minimum guarantee price for wheat of 400/– rupees per 
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maund and ensured import of urea. The government has embarked on market reforms getting out of the role of 
the player into that of a facilitator and regulator; and quality and health safety facilities are being strengthened to 
ensure access to international market. 

 Our trade in agriculture products is being secured through a lead action in international negotiations in 
the World Trade Organization (WTO). Bilateral negotiations to secure trade agreement and access for our 
products in south trade have been stepped up. The recent signing of Memorandum of Understanding (MoU) 
with the government of Iran during the prime minister’s visit to Iran for Pakistani fruit export and the signing of 
an MoU on agro-based industrial joint venture during the earlier visit of the prime minister to China are cases in 
the instant. We are on the anvil of signing further trade agreements for export of rice, horticulture products, and 
livestock products with China and Malaysia, which will open windows for growth of the agriculture sector.  

 Another important recent intervention at the national level in agriculture is the launching of the Rs. 66 
billion megaproject for improvement of 86,000 water courses. The recently finalized agribusiness development 
project with Asian Development Bank (ADB) assistance, covering agribusiness for horticultural and livestock 
products, is another example. We also plan to consolidate on the record cotton crop by launching a major 
initiative for quality improvement, productivity increases, and diversification into new areas in Balochistan, 
southern NWFP, and southern Punjab. The government’s major program in related sectors of water 
development and rural roads and electricity infrastructure are all measures in support of agriculture. Being 
equally conscious of the importance of developing both farm and off-farm activities in the drive toward poverty 
reduction, a program for rural modernization is under preparation with ADB assistance. This foregoing rendition 
was to bring to foreground the hectic activity on the agriculture scene nationally that should impact 
meaningfully on reduction of poverty. It would certainly bring us closer to attaining the MDGs relating to 
reduction of hunger and poverty. There is, however, a word of caution that a lot would depend on having a level 
playing field at the international level, in which equal opportunity would be available for developing countries’ 
products on the international market and the technology for progress would be transferred at affordable prices.  

 In closing, I would thank you for your patient listening. I would urge the resource persons and the 
participants to come up with information and suggestions on how to further enhance the role of agriculture 
toward achieving the goal of reducing hunger and poverty and obtaining national economic development. I wish 
the seminar all the success over the next four sessions. I thank the organizers for the invitation and the privilege 
to address this august assembly. Pakistan Zindabad. 
 
 



SESSION 1 
 

RISING POVERTY TRENDS: CAUSES AND REMEDIES 
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Opening Remarks 
 
Salman Shah, Advisor for Finance to the Prime Minister of Pakistan 
 
Thank you very much. It is indeed a pleasure to be here. This is a very topical conference which Honorable 
Sartaj Aziz and the Beaconhouse National University have organized. As you know, this is a topic which is very 
close to the government as well as to the people of Pakistan. When I received this invitation, I thought that I 
must attend and get as much input as I can on issues that we need to focus more on now and as in the future. As 
far as the government is concerned, I can assure you that all our efforts for development are geared toward the 
main objective of reducing poverty and improving the lives of the people of Pakistan. So we are open to all 
kinds of suggestions. This is an area in which more and more attention is now being focused. The prime minister 
is really concerned about poverty trends in Pakistan, and in his December 2004 speech, which was basically 
laying out of his game plan, poverty is the main issue and his program of Khushal Pakistan, introducing small 
infrastructure projects to create quick employment, particularly in areas where there is very high unemployment. 
A large part of his program is devoted to human resource development in terms of vocational training, stipends 
for the unemployed, and investing in education and health. So the focus is there. The desire is there. How do we 
implement everything? The real issue is reaching the poor and  I think this is a bipartisan issue. Everybody in 
Pakistan would like us to be able to improve the lives of our people and bring them out of dire poverty, give 
them the skills necessary to have sustainable employment and a sustainable livelihood, and particularly be able 
to create off-farm employment in the rural areas, to be able to generate economic activity where you can link the 
rural areas with urban markets and maybe with international markets. So there is a whole list of things which 
need to be done. Basically, I am here to listen, and therefore, I will not dwell more on this, but after the 
presentation by Dr. Akmal, we can have a general discussion. I think that is the time when we can narrow down 
to a few options and come up with implementable kind of solutions.  
 
 
Opening Remarks 
 
Mohamed Ait-Kadi, President, General Council of Agricultural Development, Ministry of Agriculture, Rural 
Development, and Forestry, Morocco 
 
Thank you very much, Dr. Salman Shah. Let me first say that it is indeed a great privilege for me to be here 
participating in this seminar. I am also here to listen in two capacities. First, as a member of the IFPRI Board of 
Trustees, and as our chair said this morning, our main role is to support IFPRI in the development of its strategy 
and also of its research agenda. I was really delighted to see IFPRI’s involvement in this region and the very 
promising research agenda it is developing with its partners. I am also here as the president of the General 
Council of Agricultural Development in Morocco, which is a high-policy think tank body which advises the 
government on issues relating to agricultural and rural development. We are now in the process of developing 
country reforms agenda of our agriculture and rural economy. We are facing major challenges. On top of these 
challenges is poverty reduction alongside with demographic transition, globalization, and climate change. I 
come from a country, and I should say a continent, where poverty is not declining. The situation is deteriorating, 
and we think that business as usual will make the situation worse. So what we need, as Dr. Joachim von Braun, 
director general of IFPRI, said in Delhi, is fundamental development paradigm shift. So I will really listen to 
what would be said here. I think, as Dr. Salman Shah said, history is accelerating, and we really need to move 
from policy commitment to action. How to do that is a big challenge for us. We will listen to our eminent 
speaker, Dr. Syed Akmal Hussain, and maybe after closing remarks, we can get to some of the issues.  
 
 
Rising Poverty Trends: Causes and Remedies 
 
Syed Akmal Hussain, Distinguished Visiting Professor, Beaconhouse National University 
 

Distinguished members of the panel, Dr. Isher Ahluwalia, Sartaj Aziz Sahib, Dr. Salman Shah, Dr. Ait-Kadi, 
distinguished ladies and gentlemen, friends, colleagues, my students who are also my teachers. 

 It is a great pleasure to be here. 

 After a decade of slow growth, we appear to have turned the corner in the last four years, and now I 
think the challenge, is to sustain high GDP growth and at the same time restructure it for faster poverty 
reduction.  
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 I remember 20 years ago when we started researching on this issue, poverty used to be a sort of add on 
to the main policy document. It was a marginal issue, which you mentioned at the end of a policy paper on 
growth. Now poverty has become central to the economic strategy and is indeed central to the crisis of both 
society and state in Pakistan. As President Musharraf correctly pointed out a few weeks ago, the principal threat 
to Pakistan is not external but internal. Endemic to the internal threat in a medium term sense is the simple fact 
that every third household in Pakistan is hungry; seventy-five percent of our people are sick; the majority does 
not have access to clean drinking water! I think this is the breeding ground of the violence, which is threatening 
both the fabric of the society and indeed the state itself.  

 I thought I would start with a few opening remarks on where we are right now in terms of our overall 
growth rate and then follow that up with a brief description of what happened in the decade of the 1990s in 
terms of poverty, inequality, and employment. We would then look at the last four years when at the end of a 
decade of slow growth, the GDP growth rate begins to accelerate steadily. However, simultaneously with the 
steady increase in overall GDP growth, you have an extremely unstable growth rate in agriculture, precisely in 
the last four years, and if you look at the figures for the last 40 years, a similar picture of increasing instability 
emerges. I think this fact then becomes the leading edge for examining the structural features of the problem of 
rural poverty. I then hope to very quickly bring together some of the possible policy interventions that can be 
made in the short and medium term. 

 I will not go into the details of the policy strategy for poverty reduction because I think I have done my 
bit as far as that is concerned. I spent about three years doing a book on poverty, growth and governance for the 
UNDP; so those of you who are interested could perhaps have a look at the Pakistan National Human 
Development Report, published by UNDP in 2003. However, I will quickly conclude the presentation with what 
appeared to me to be obvious policy measures, once we have examined the structure of the problem of growth 
and poverty. 

 I think it is clear that during the decade of the 1990s the GDP growth rate was substantially below the 
historical trend rate in Pakistan; the historical trend rate in Pakistan was about 6 percent and the growth rate 
during the 1990s was less than 4 percent. Not only was the GDP growth rate slow, it was accompanied by three 
features which we did not have before, or at least did not have these occurring simultaneously before together 
with slow growth. These three features are, (i) a sharp increase in poverty; (ii) a substantial decline in the 
employment generation capability of the economy, that is declining employment elasticities with respect to GDP 
growth; and (iii) there was also a historically unprecedented increase in inter personal income inequalities. So 
you had high poverty, growing inequality, and declining employment elasticities of growth occurring 
simultaneously.  

 The poverty trends during the 1990s are well known: Poverty, measured in terms of the calorific norm, 
increased from about 17 percent of the population below the poverty line in 1986–87 to about 32.6 percent at the 
end of the decade of 1990s. Similarly, employment elasticities declined pretty sharply, and inequality, measured 
in terms of both the Gini coefficients as well as the ratio between the top 20 percent of the income scale and the 
bottom 20 percent of the income scale, increased sharply from about 5 in the 1980s to 8 at the end of the decade 
of the 1990s. So overall, I think the picture in the 1990s was pretty grim. The fact that the employment 
generation capability was declining and inequality was increasing simultaneously with slow growth would be 
expected to substantially increase poverty, and that is indeed what happened. The percentage of the population 
below the poverty line doubled over the decade of the 1990s. So what happened in the first four years, between 
2000 and 2004? GDP growth increased from 1.8 percent in the year 2000–01 to 3.1 percent, in the following 
year; and in the year 2004, the GDP growth rate was 6 percent. So what we have is a steady acceleration in the 
GDP growth. However, when we look at agriculture, we find a very different picture with agricultural growth 
being minus 2.2 percent in the year 2000–01 and minus 0.1 percent in the following year, and then jumped to 
4.1 percent in the year 2003, and fell sharply again to 2.6 percent in the year 2004. 

 Now when we look at the overall growth performance, two obvious questions arise: (i) Is this growth 
rate sustainable? (ii) What would be the likely impact with respect to poverty reduction? On the issue of 
sustainability, the cause of concern is that the GDP growth rate in the last year has been primarily predicated on 
the growth of the large-scale manufacturing sector, because agricultural growth was just about 2 percent. So the 
overall 6.4 percent growth rate is fueled essentially by the large-scale manufacturing sector. And within the 
large-scale manufacturing sector, there are essentially three industries, which underlie the high-growth 
performance of that sector i.e., textiles, construction, and automobiles. Since, the majority of the poor live in the 
rural sector, if the agriculture sector is growing around 2.6 percent, which in any case is highly unstable, there is 
not likely to be a significant reduction in poverty. As far as the large-scale manufacturing sector is concerned, 
the worry is that growth in the three industries (textiles, automobiles and consumer electronics) which underlie 
the overall growth of the large scale manufacturing sector are not likely to significantly impact poverty. This is 
because they neither generate employment nor produce output for the poor.  
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 The construction sector, which has also grown rapidly, will of course generate employment, and 
growth and put income into the hands of the poor. I would say, having looked at the data, that in the last four 
years, there is nothing that leads me to believe that there has been a significant reduction in poverty, despite the 
fact that we had fairly high growth rates. This is something to think about, because if you look at the Indian 
case, there is now, of course, a lively debate in India. One strong view in India, supported by people like 
Professor Abhijit Sen, is that in spite of having 8 to 9 percent GDP growth over the last few years, there has 
been no significant reduction in poverty in India.  

 So the issue that arises is twofold. (i) What is the target growth rate that Pakistan needs to achieve to 
enable a significant dent into poverty? (ii) What should be the structure of growth such that we are able to 
enhance the capacity of growth for poverty reduction? These are two distinct issues. First, the overall growth 
rate to target; and second, the composition of that growth so as to enhance what we call the elasticity of growth 
with respect to poverty reduction. It appears that there is a relationship between growth, poverty reduction and 
inequality: The higher the level of inequality, the higher the growth rate you need to make a dent into poverty. It 
is like sharing a cake. If you have a small cake and you give only 10 percent of the cake to the poor, they are 
likely to remain hungry. So the cake has to become very large rather quickly in order for 1/10th of it to affect the 
welfare of those who are poor today. You need at least a 7.5 percent GDP growth sustained over a period of 
time to make a significant impact on poverty reduction. 

 The second challenge is in respect of the growth itself. There is a view prevailing amongst some 
economists in India as well as policy makers in Pakistan that all that is required is to have high growth with an 
open economy framework and poverty reduction will be the outcome. In other words, there will be a trickle-
down effect. Now, without going into the debate of whether there is a trickle-down effect of GDP growth or not, 
let us assume that there is. My point is that what we are concerned with is not just trickle down or poverty 
reduction per se, but the pace of poverty reduction. The faster you want to reduce poverty, the more important it 
becomes to restructure the growth process itself so as to enhance its poverty-reducing capability. You have to 
intervene in the composition of growth if you want to reduce poverty quickly. The structural aspects of growth, 
therefore, acquire some importance, and I think that is a challenge faced by both India and Pakistan.  

 Coming back to this problem of instability, it gives you an interesting clue into the relationship 
between agriculture growth and poverty. If you look at the last 20 years, the number of bad harvests is much 
more than the number of bad harvests in the two decades before that. In the last two decades, there were seven, 
but in the two decades preceding this, there were only five bad harvests. In the last four years, the amplitude of 
fluctuations in agriculture output, on an annual basis have increased sharply. Why is this happening? If you 
actually talk to farmers, they will tell you that they have to leach the soil before they start ploughing and 
planting. One ton of salt per acre per year is being deposited on agriculture land due to the salinity problem. 
Farmers have to flood the soil to get rid of that salt. The second problem, of course, is that over the years, 
improper agricultural practices and loss of organic material within the soil itself have resulted in a situation 
where the responsiveness of yield to input application, has been declining. So in other words, you need more 
water precisely at a time when there is less water available. Remember, the decade of the 1990s was a decade of 
fiscal constraint, and the single most important consequence was that the minimum budget required to maintain 
the canal irrigation system was not made available. Only 45 percent of the finance required to maintain the 
irrigation system was actually made available.  

 So the irrigation system in the last decade has deteriorated, and that is why our irrigation efficiencies 
have now become rather low: Something like 63 percent of the water is lost during transportation from the river 
to the root zone of the crops. The irrigation efficiency, in other words, remains only 37 percent. So precisely at 
the time when less water is available, more water is required by the farmers. Consequently, farmers, even in the 
irrigated areas, are now more dependent on rainfall at the right time and in the right amount. It is, therefore, not 
surprising, given the vagaries of the weather, that we have such high instability in terms of agricultural output.  

 What does this instability do to the poor? Remember, the amplitude of fluctuations have increased. It is 
the smallest farmer who gets constricted. The small or marginal farmers, operating less than 7.5 acres basically 
go into debt. They have to borrow money for consumption purposes. That is what we discovered when we did 
the survey for this report. The small farmer is actually borrowing large sums of money for consumption 
purposes. Once they borrow for consumption purposes, the next year they are unable to reconstitute the 
production cycle. They do not have the investable surplus to buy the seed, water, and fertilizer, and when that 
happens, the small farmer gets locked into a debt trap. The average total debt of the poor farmer is three times 
his annual income because of this vicious cycle. I would suggest that the instability of agricultural growth, 
ceteris paribus would be expected to increase poverty. Therefore, when we talk about poverty reduction through 
growth, what we have to think about is not just the average but the fluctuations in it, particularly in the 
agriculture sector. Controlling these fluctuations to achieve stability in agriculture growth thus becomes a key 
policy challenge in the context of poverty reduction. GDP growth in the last four years has been induced by 
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increased public sector expenditure, reduced interest rate and a sharp increase in private sector credit especially 
consumer credit.  By contrast in order to reduce fluctuations in agricultural output, we need to build new 
institutions through which, (i) farmers, particularly small farmers can be enabled to increase the humus in the 
top soil, (ii) new heat resistant varieties of seeds can be developed and (iii) application efficiency of irrigation 
can be increased through building brick lined water channels and improved on farm water management.  

 We have come full circle. In the 1960s, we had an elite farmer strategy. We thought we could solve the 
problems by adopting the high-yielding varieties of foodgrain and focusing on the rich, who had the money to 
buy the inputs, to generate high growth rates. Now, both growth and poverty reduction in agriculture depend on 
a poor farmer strategy rather than an elite farmer strategy. As far as growth is concerned, more than half the 
farm area is under farms below 25 acres. Of this area, about half, or slightly less than half, is operated by 
tenants. When you look at the yield potential, you see the large farms have grown rapidly and have nearly 
achieved the yield potential in many cases. The greatest potential for yield increases is, in fact, in the small farm 
sector. So, if we could increase yield in this sector, we could simultaneously accelerate growth and at the same 
time improve the distribution of income to achieve faster poverty reduction.  

 Now, let me try to identify some of the structural constraints to both growth and poverty reduction, at 
least in the agriculture sector. Unless we address the structural constraints in an organized and serious fashion, 
we are not likely to either sustain high growth nor are we likely to be able to significantly impact poverty. 

 The first, as I have already pointed out, is the problem of the topsoil. We need an effective institutional 
framework for improved extension services to the farmers. In the Indian Punjab, a large number of soil testing 
stations are noticeable. They look at the chemistry of the soil, and then they advise the farmer on the exact 
composition of fertilizer to use.  

 The second structural constraint to growth, and I think this is something that we have not worried 
enough about, is the age of the seed we use. As you know, when we keep reusing the same seed from year to 
year, its potency depletes. The average age of seed in Pakistan is 11 years, compared to the developing country 
average of 7 years. So, institutions for developing new seeds particularly, heat-resistant seeds, now that global 
warming is occurring, will have to become an essential element in your growth strategy.  

 The third issue is the extremely unequal distribution of land ownership. Fifty percent of rural 
households are landless. Of the households that are cultivating land, just over 25 percent are tenants. The 
problem with tenancy is that they have neither the capacity to increase yield, nor do they have the incentives to 
increase yield because they know that half the increase in output will go to the landowner. Therefore, I think the 
issue of providing ownership rights to tenants will be the single most effective way of reducing poverty and 
indeed of accelerating agricultural growth.  

 The fourth structural constraint to poverty reduction, and growth is our asymmetric market structure.  

 Poverty reduction is not just about resources. Equally important, it is about power and the structure of 
power. The survey for the UNDP, NHDR showed that the poor lose something like 37 percent of their income to 
asymmetric markets. When the small farmer goes to buy the inputs, he pays a higher price than when the large 
farmer goes to buy it. When the small farmer goes to sell milk or rice or whatever else he wants to sell, he gets a 
much lower price than the larger farmer. So in other words, this market mechanism, which is being postulated as 
the basis of resource allocation, is in terms of its present asymmetry, loaded against the poor. One of the 
important features of making the market mechanism efficacious is to bring in institutions that bring about equity 
with respect to access. We need to provide the small farmer and the poor farmer fair access, not just over 
markets but over all the institutions which provide some product or some service and this includes all the public 
sector institutions, be these for justice or security or health or education, and at the local level. 

 That brings us to the issue of local governance. We will have to start looking at the local government 
more seriously. Let us get out of the old hype that the local government reforms are a great success, and will 
empower the poor. The poor at the moment are unable to participate in decisions regarding local resource 
allocation or provision of services. What we need is an institutionalized relationship between organizations of 
the poor on the one hand and local governments on the other, so that the poor begin to systematically participate 
in decisions that affect their existence at the local level. Unless we do that, markets will continue to remain 
asymmetric, and poverty will continue to get reproduced, regardless of the level of growth generated at the 
aggregate level.  

 Finally, is the question of health. We have historically been locked into our own epistemology of 
development by regarding health and education as sectoral issues. They have been considered to be marginal to 
the mainstream of the growth process. When Dr. Mahbub ul Haq came up with the human development indices, 
he helped change the focus from sectoral to human development. But health and education still remain, and have 
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remained, marginal to our thinking about growth. I would propose that we start thinking of health and education 
as central to the process of growth itself. In the UNDP, NHDR survey, the questions posed were “How much 
money are the poor losing when they access health facilities?” and “What percentage of the poor are sick?” It 
turned out that 65 percent of the poor who were interviewed in 10 districts were sick at the time of the interview, 
and they reported that, on average, they had been sick for three months of the year. Obviously it impacts 
productivity and the ability to earn income, even if the poor have access to employment, which in many cases 
they don’t. The point is that the cost of medical care is too high. So when a person falls sick, that becomes 
probably the single most important determinant of his falling into poverty. If you are on the margins, you get 
pushed into poverty. If you are poor, you get into deeper poverty. I have recently visited the peri-urban areas of 
Multan. Sewerage was flowing down the main street. The residents reported that every person in that 
neighborhood is sick, and they knew why because the sewerage is going right into the canal from where the 
ladies go and bring the drinking water. When a person falls sick, just a single visit to the doctor throws them into 
hunger. Just one visit to the doctor brings hunger to the whole family, and therefore, they said that when 
somebody falls sick, they pray to Allah that either he gets cured or be taken away.  

 So, health is an issue that is central to productivity, growth, and poverty reduction. It cannot be treated 
as a social sector issue. It is a growth issue. Therefore, when one is planning for growth and poverty reduction, 
the paradigm that we have right now is not adequate, because it does not address the structural constraints to 
growth and poverty reduction. I think issues of empowering the poor at the local level so that they can get access 
over markets, providing health, sanitation, drinking water and education must become central to our poverty 
reduction strategy.  

 Ultimately, the distribution of income depends on the distribution of productive assets. We have to do 
something to improve the distribution of land ownership. And finally, the one-step that the government has 
taken, and it was a good step, is to initiate the water sector program. I think that the government has undertaken 
a number of commendable initiatives for accelerating economic growth. But before we get carried away by the 
figures of growth, please remember to ask yourself three questions. First, can we sustain it? Second, is this 
growth rate high enough to make a dent into poverty? Given the level of income inequality, if the growth rate is 
not high enough then poverty will not go down. Third, you have to start thinking of changing the composition of 
growth itself, and changing the composition of growth involves issues of building new institutions, of changing 
the asymmetry of power, of making markets more accessible to the poor, and of providing them with health and 
education. These are all issues that must become the central concern of those who claim to be engaged in 
poverty reduction. Thank you very much. 
 
 
Comments  
 
Regina Birner, Research Fellow, Development Strategy and Governance Division, IFPRI 
 

Ladies and gentlemen, it is my honor and privilege to make some comments and serve as discussant for this 
very interesting and thought-provoking presentation.  

 It would be interesting to look at the broader picture of poverty trends. Pakistan has, especially in the 
1960s and 1970s, a very remarkable history of reducing poverty, and sometimes it is useful to look back and see 
what were the reasons that there was success in these decades, and there were problems in the later decades. On 
the one hand, we have the inequality arguments. Inequality matters very much for pro-poor growth. One 
argument says that the Green Revolution has increased inequality. If we look at the Gini coefficient and 
compare that to international data, then we find that income equality is not particularly high as compared to 
other countries, but there is a very high volatility in inequality, and that may be an issue that is not very well 
understood.  

 One issue which is often discussed in the literature is that gender inequity is the major problem in 
Pakistan, especially access of women to health and education systems. The other type of argument in the 
literature for the increasing poverty is what I would call the governance argument. It deals with the effectiveness 
of the delivery of public services. This is highlighted in the presentation and is also shown in the literature to be 
one of the major issues. Interestingly, what has also been observed is the privatization trend. So people go to 
private hospitals, or even spend money for private schools, or to use agricultural extension services. There is a 
tendency of privatization, and the question which is really open is what effect does it have on the poor? And 
does this result in pressure to reform the public sector to deliver the services more effectively to the poor? A 
number of other arguments, such as the macroeconomic argument, are also being presented here. If there is 
increased spending for development and that is financed by debt, then the inflation effect of this may lead to 
more poverty. So that is certainly a macroeconomic issue to be considered. Then there is the public investment 
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argument. If one compares the spending figures for social services with those of other countries, then they 
appear to be low. There is a lot of work done by IFPRI actually in which investment in these sectors leads to the 
highest return. That is certainly an important field of research. IFPRI studies have often shown that investment 
in infrastructure is a major precondition for making such investment. What is not much discussed in the 
literature actually is the role of trade and trade relations for reducing poverty, and our colleagues from the trade 
division in IFPRI plan to look more into that.  

 A study on poverty transitions, which is based on an interesting panel data set collected by IFPRI, 
looked at what actually drives the household into poverty and escaping from poverty. There is a very high 
turnover. I think that is very much in line with the presentation. Then the question is, How does the household 
come out of poverty? It is not chronic poverty, but it is a very volatile poverty. That study shows that livestock 
plays an important role in preventing households from getting into poverty and helping them come out of 
poverty. I think that, as the honorable minister said this morning, livestock has to be considered not only for 
growth but also from a poverty reduction perspective. Then there is an interesting study which looks at the 
regional pattern of poverty. So when the Asian Development Bank (ADB) study looked at different regions of 
Punjab, it showed actually that the southern Punjab which has the lowest per capita cultivation and low 
irrigation has a much lower poverty than the southern Punjab which has the highest cultivated area and the 
highest irrigation rate. The question here is, Has agriculture failed to play its role in reducing poverty? If we 
look at such figures of really the high-intensive agriculture regions characterized by high poverty, we find some 
evidence for that.  

 I would also like to quote a study by Ali and Byerlee which compares the Indian and the Pakistani 
Punjab. That is interesting from an academic point of view because many conditions are similar. Yet they found 
quite considerable differences in absolute years, but also in the agricultural growth rate in these two regions. 
They run a production function analysis to identify what factors actually account for these differences, first in 
yields and then in the growth rate. They identified quite a number of different reasons. One is the structure of 
the subsidies and the extent it goes to change the smaller farmers’ yield and growth. The issue of land 
ownership, and the other issues which were also mentioned in the presentation, also came out to be significant in 
the studies—investment in infrastructure; investment in human capital, which is health and education; and 
underinvestment in the operational and maintenance costs of irrigation infrastructure. Indicators of soil quality 
and water were also found to be contributing to the differences. So, obviously, there is a major challenge for 
research and extension. The role of research and extension has to be highlighted in addressing these challenges.  

 I come to the final point of my comment. The presentation has highlighted the role of institutions in 
addressing these questions and the question of how these institutions actually have to be structured to allow 
access to the poor and to be efficient. A certain type of governance reforms, such as devolution, which give 
more power to the local level, has also been examined in international literature. However, we actually fail to 
really know how exactly these institutions have to be created. What should be the role of public sector, of the 
private sector, and of civil society for specific situations in order to empower the poor? IFPRI actually has just 
started a new program of governance which looks very much into these questions of local governance and 
institutions and their role for the poor and how they can contribute to create more knowledge. We need to 
determine how to build institutions that empower the poor. Thank you very much.  
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Summary of General Discussion 
 

Discussion in this session focused on the reasons for rapid deterioration of poverty in Pakistan and the solutions 
for reversing recent trends. A participant highlighted the negative impact of structural adjustment policies of the 
1990s on poverty and inequality in the country, in particular, stressing the need to look at the composition of 
government expenditures and the structure of taxation. Given that indirect taxation, which has been the 
predominant instrument for revenue generation during the period in question, has a differential impact on the 
real income of the poor and the rich, it was recognized as an important factor in exacerbating poverty. The 
participant also noted that the World Bank’s and IMF’s sole emphasis on budget deficit reduction, combined 
with a premature increase of interest rates, led to a massive increase in the fiscal burden on the government due 
to debt servicing issues. As a result, government’s development expenditures were cut from 7 to 3 percent, 
exacerbating poverty and wasting a valuable opportunity to address inequality. 

 The discussion also raised the issue of the impact of the unequal terms of trade on raising poverty 
levels in Pakistan. It was noted that, in the global markets, Pakistan has suffered losses in real income from 
declining prices on its exports. This phenomenon, along with unfavourable terms of debt servicing, resulted in 
net transfer of resources out of Pakistan to the rest of the world. Meanwhile, in the domestic markets, the 
intersectoral terms of trade between industry and agriculture have worsened as well. The differential effect of 
these changes on the rural rich and the rural poor also contributed to escalating poverty rates. 

 As the discussion turned to the prospective solutions for poverty, the issues of markets access, 
empowerment of the poor, off-farm opportunities, and land reforms came to the foreground. Bridging the gap 
between large and small farms in accessing technology and markets emerged as one of the keys to yield and 
income increases. One of the participants argued that correcting market asymmetries should be accomplished 
not only by using additional economic instruments of fiscal and monetary policies, but by altering the existing 
power structures, organizing the poor, and enabling them to achieve equitable access not only over local 
governance but over markets themselves for inputs and outputs.  

 A participant emphasized significant potential of expanding off-farm employment opportunities for 
reducing rural poverty levels. As for the prospects for land reform in the current political environment, a 
participant felt that the issue is not on the agenda and indeed never was since the ruling elite does not have 
sufficient enlightened self interest to undertake that kind of reform and the existing power balance is not in favor 
of such policies.  

 The co-chair, Mohamed Ait-Kadi, concluded the discussion by underscoring the need for research to 
define appropriate and sustainable remedies for large-scale poverty. He also suggested that in order to optimize 
development outcomes, governments must consider the fact that relationships between growth, poverty, and 
sustainable management of natural resources can be either complementary or competitive. The nature of these 
interlinkages critically depends on the mix of policies and the investment strategy that the country follows. 
 
 
Concluding Remarks 
 
Salman Shah, Advisor for Finance to the Prime Minister of Pakistan 
 

I think this was a very interesting session. One thing is very clear: we need to do a lot more research in this area 
so that we can really pin down what the remedies and the causes are. I think Dr. Akmal has done a great job in 
bringing all these issues, and perhaps there are other issues which the audience has also brought in. Let me just 
say that on the growth side, this year our growth is expected to exceed 7 percent. The growth in cotton 
production this year has been quite astounding. A huge amount of resources have been transferred to the cotton 
belt—billions of rupees. In the wheat area, we had very good sowing, and the crop is in good shape. We expect 
substantial increases in growth in that area also. So the trend in that sense is not as bad as Dr. Akmal pointed 
out: growth of 1.8 percent in 2001 coming to 6.4 percent last year and 7-plus percent this year. The real question 
is, Can we sustain it? Before I answer that question, I will also like to address another issue which came up. It 
was the idea of fiscal space—whether the government has the fiscal space to do the right kinds of things. I can 
tell you, five years ago, we were in a debt trap. Our public debt was in excess of 100 percent of GDP, our 
interest payments were more than 50 percent of our revenues, and we really did not have any fiscal space at that 
point of time. What has really changed is that we had double-digit inflation, and our interest rates at that time 
had crossed 20 percent. Today the interest rates are less than 7 percent and that has been a very major 
transformation in this economy, which has created fiscal space for the government, and of course it has ignited 
an investment boom through the private sector. Our interest payments are now down to 25 percent of revenue. 
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 So I think we must take a comprehensive view of things rather than just focusing on one element of the 
entire picture. Going forward, I think the microeconomic strategy is critical. Whether it is agriculture, industry, 
services, minerals, or whatever sector we are talking about, Pakistan is very inefficient. If you look at the 
fisheries or the fruits and vegetables, it is the same story—loss of wastages, very low value added, inability to 
protect the harvest and to bring it to the marketplace as per the requirements of the market. Somebody said that 
we are supply-driven. Really we should be market-driven. What does the market want, and what can we do to 
ensure that we produce according to the requirements of the markets? And unless we do that, we are not going 
to create the wealth which is going to take us out of poverty.  

 In the agriculture sector, I think research is a must, and we have totally neglected this very critical item. 
Most of the audience pointed to the fact that we had an inadequate research base; we had inadequate 
development in seed technology.  

 Let me tell you that we are in the process of a study on growth and competitiveness, and part of that 
study is value chain analysis of various sectors, and we are going to be setting up a value chain funds to really 
upgrade the value chain. We have talked a lot about it, and the time has come to upgrade these value chains, 
whether they are in the fisheries sector, whether they are in the textile area, whether it is in the fruits and 
vegetable and horticulture, etc. So we need to do a lot of work in this area.  

 Dr. Akmal mentioned asymmetric markets. I think that is critical. We have to have competitive markets 
with easy access for the poor and markets that are not only product markets but financial markets. And this is an 
area where there is a lot of activity which is taking place, and of course, this will expand very rapidly. So the 
microstrategy has to generate the resources for this, the wealth for this country. If we are going to sustain this 8 
percent growth, then human resource strategy is critical. You cannot have growth of 8 percent when the majority 
of your people cannot read or write, are not trained, or have no skills. This is a priority area for us. The state of 
education in the country is very poor, and the higher you go up the ladder, the worse it becomes. So there is a 
disconnect between requirements of the economy and the education system which we have that is currently 
receiving lot of attention. Of course with education, health is a key item. If your stomach is empty and you are 
sitting in a classroom, I do not think you can get the benefit of that classroom. So you have to deal with poverty, 
health, water issues.  

 Dr. Akmal pointed out that the staggering amount of 65 percent of people are sick in a particular 
survey. I think these are unacceptable numbers. We, as a country, really have to focus on it and direct our 
attention on how we are going to effectively change this. So the human resource strategy, education, health, 
poverty is critical if we are going to sustain 7–8 percent growth rates.  

 The other area which needs a lot of attention is the energy sector. If you are going at 7–8 percent, your 
major constraint is going to be the energy sector, and in this area, you will have to ensure long-term supply of 
energy at market prices. This also represents a very major opportunity for the country. We are talking with Iran 
on the gas pipeline. We are talking with Qatar on getting a gas pipeline. We are talking with Turkmenistan. So 
there are a lot of options in which the gas pipelines can come to Pakistan and through Pakistan. This will satisfy 
our internal demands as well, as these will move on to India where there is a huge energy market. And so 
regional energy sector is now going to develop, and this represents great opportunities. We have discussions 
with Kyrgyzstan and Tajikistan on power supply. They have excess power which can be transmitted down to 
Pakistan. So the energy sector is one area which is very critical to sustain the growth rates but is also an area 
which represents great investment opportunities.  

 Of course, then we have the water security area, which Dr. Akmal mentioned. We are developing the 
second Indus Basin Development Strategy. The first one has done well for our country. Now we need to move 
on to the second initiative. This is based on rehabilitating the existing system, getting the maximum out of it, 
adding more storage to the system, and making it more efficient. We have the water resources, which need to be 
harnessed. Water security represents a very big challenge, and it is also a very big opportunity, and a huge 
amount of investments are needed in this area. And of course, this helps in poverty reduction if we can translate 
these gains into improved productivities at the farm level. And also we have, as we talked about in this 
discussion, off-farm activity that is critical. There are lots of small cities in Pakistan. We are blessed with 
megacities, but we are also blessed with lots of small cities, which are magnets of growth for their respective 
areas. And we can do a lot in that area in creating off-farm employment, even at the village level. I think off-
farm employment can be created. There is a program in Thailand which is called the One Village, One Product 
program, and basically, every village in Thailand has at least one product which is marketed in the urban areas 
and which is marketed beyond Thailand, and the exports from this One Village, One Product program are over a 
billion dollars. We are not talking about the internal market, but the exports. If you wanted to buy any product 
from One Village, One Product, you can go to the Internet and place an order, and it will be delivered right here 
in Lahore. 
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 So we need to improve all these things. I think we need to get the maximum out of our resources. The 
biggest resources are people. We need to invest in the people and be able to create a situation in which they can 
generate more wealth for the benefit of the country.  

 Finally, I think we really need to get into the 21st century, and this is where the institutions and 
governance come in—and it is not just the governance in the public sector. I think it is governance in the private 
sector which is equally backward. So, in terms of what we are calling this second generation reforms, and this is 
going to be a very major initiative where we try to improve our institutions, which provide basic services and 
which are critical, and bring them into the 21st century, improve their processes, improve their procedures, 
improve their manpower, improve their structures, and this is, I think, going to be very critical. So getting to a 
sustainable growth rate means that we continue to maintain our fiscal responsibility; keep macro-economic 
stability, which creates the right environment for investment in the country; directly attack the inefficiencies in 
the economy; go into each sector where the potential exists; and put our money where our comparative 
advantage exists, basically from the macro to the micro. We should place our economic emphasis where our 
infrastructure exists; where human resources exists; where energy, water, and also our physical infrastructure, 
our roads, our ports, our airports exist. So the opportunities are just fantastic. I think we are just beginning, and I 
am totally convinced that we will be able to maintain a high growth rate provided we can change the way we 
govern things, we can improve our institutions, and we focus on wealth-creating opportunities and exploit them 
fully for the benefit of the poor. I think this idea that we must have pro-poor growth is critical, and that is why 
you need to have focus on small farmers, you need to have focus on small businesses, you need to generate 
more entrepreneurs and be able to spread the benefits for the entire country and every region.  
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Opening Remarks 
 
Shah Mahmood Qureshi, Member, National Assembly of Pakistan 
 

Let me begin by thanking BNU and IFPRI for giving me an opportunity to be among such a distinguished 
audience. Let me tell you, in the beginning, that I am neither an academic nor a person holding a degree in 
economics. I am a practicing farmer and a public representative who has an interest in the agriculture sector 
because I strongly believe that the sustainable economic growth of Pakistan is dependent on agriculture to a 
large extent. Having said that, I would like to restate what Dr. Isher Ahluwalia said in the beginning in her 
inaugural address, that ending hunger and poverty is what IFPRI is all about. In Pakistan, poverty is rising. More 
than one-third of our population is living beneath the poverty line, and if we look at hunger, according to the 
World Food Program survey, out of 101 districts of Pakistan, 72 districts are food insecure. It is a very 
interesting observation that in the 1990s, agriculture grew at 4.6 percent, and despite that, poverty grew as well. 
We have to see what the causes were behind this. And we have to see to what extent government policy 
contributed to it. The cost of production in the 1990s went up, and when the cost of production in the agriculture 
sector was going up, the government imposed a general sales tax on inputs like fertilizer and pesticides.  

 The minister for food and agriculture has said that one of the strategies of the recent government is that 
we are ensuring the availability of quality inputs for growth in agriculture and productivity. We have to also 
look at the percentage of farmers actually using certified quality seed and the availability of quality seed in the 
market. Similarly, we have to look at the menace of adulteration in pesticides and fertilizer.  

 I really enjoyed Dr. Akmal’s presentation. I am in agreement with what he said, although he did not 
dwell at length on the importance of governance and empowerment of people at that lower level in improving 
decision making and alleviating poverty. I suggest that it would be very interesting to study what has been 
achieved in the last four years through the introduction of a new devolution plan. Have social services improved 
and to what extent? To what extent have people really been empowered at that level?  

 Dr. Regina Birner, in her presentation, said that the livestock sector’s goal is to push people out of 
poverty. If you look at Pakistan’s agricultural performance, I think that it is the least concentrated and least 
organized sector that we have, while for the poor it is perhaps the most vital sector.  

 Having said that and realizing that we are short on time, I have earmarked three or four areas that I 
would like to touch upon vis-à-vis key agricultural policy issues that are under debate today. One of these is the 
land tenure system in Pakistan. There are two views on this, and I think they need to be studied more carefully. 
One view is that access to land is essential for poverty reduction. The vast majority has land less than 12.5 acres. 
Small farms are more productive, and proponents quote the Indian example. Another view is that over the years, 
through law of inheritance, the size of the farm has gone down to an extent that it is becoming economically 
difficult to continue cultivation. Mechanization requires a certain mode of economics, and if you are talking 
about bringing in the corporate sector, then land ceilings need to be considered also. Will people in the corporate 
sector come and invest in Pakistan especially when we now only have marginal lands available to us which are 
not under the plow and we want to bring them under cultivation? Where will the state-of-the-art technology 
come from? Where will the foreign investor come from? Where will investment come from without having a 
reasonable size of land for cultivation? How do we plug our produce into international markets? How do we fit 
into the international food market when there is a view that the larger size and the progressive farmer is more 
productive? This is one key debate under discussion, and you can argue on either side, but the issue needs to be 
looked at very closely and studied much more thoroughly.  

 The second issue which I would like to touch upon is World Trade Organization (WTO). Pakistan 
today is a signatory to WTO. The question is are we ready for it? Have we prepared for it and does the Pakistani 
farmer understand what it means to be under a WTO regime? What are the implications and what has to be done 
in order to be competitive? What are the policy interventions that are required for agricultural growth and 
marketing following the structural change? We have shifted from the public sector procurement corporations to 
the private sector and to free market principles. To what extent the free market principle is applied in Pakistan is 
also a question that needs to be considered.  

 Then there is the issue of water. Water is critical for agriculture, and as Dr. Salman Shah said, we are 
requiring more water precisely at a time when less water is available. The question is, What are we doing about 
it? Do we have enough water for additional storage? Are large dams the only answer, or do we need a multi-
pronged strategy to overcome the water shortages?  

 These are, I think, some of the major issues in agriculture. 
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Key Issues in Agriculture Policy  
 
Zafar Altaf, former Secretary, Ministry of Food, Agriculture and Livestock 
 

It is a privilege to be here today. I am grateful to IFPRI and to Senator Sartaj Aziz for this opportunity.  

 Can poverty be alleviated through efficient and productive agriculture? May I begin by saying who will 
do it? We notice on the Pakistani scene that whenever productivity increases, farmers’ income comes down. 
What is the role of the state? NGOs now are a private good. The state has tried to shift the public goods, but 
there is still a considerable amount of confusion in this.  

 I am afraid the western model of taking people out of agriculture will not work here, because of a 
number of underlying considerations. You need a large and equitable agriculture that engages a large proportion 
of the population.  

 There is a changing international scene, GMOs, and WTO. But we will come to that in good time.  

 The assumptions are that this presentation today will be based on exponential experience. I have been 
in this sector for a better part of 24 years. You have to look at the status quo situation, and you have to say I will 
turn everything upside down. I will look at things back to front. And I am afraid agricultural policy does little to 
alleviate poverty and policies on poverty. Intangibles of agriculture are important to support the farming 
community. They need a leader, they need a champion. They have to know that he is a leader and a champion. 
In setting the scene, a lot of things have been said about attitude. What is the attitude toward agriculture? 
Convenient people looking at the inconvenient structures from the periphery. How can that be possible? The 
human vision defies that kind of analysis. How can you know what is going on in Chagai, in Northern Areas, or 
in Hunza when you only know part of what is going on around Lahore and Islamabad? It has been really a case 
of convenient people trying to look at inconvenient situations.  

 The population in agriculture is about 68 percent, which is about 98 million at the moment. Punjab has 
56 percent in the rural areas, Sindh has about 17 percent, NWFP has 17 percent, and Balochistan about 10 
percent, and yet the future of Pakistan lies in Balochistan. In the agrarian structure, there are 93 percent of small 
farmers with less than 12.5 acres, of which 60 percent are less than 3 acres. Large farmers have 63 percent of 
land.  

 I am afraid the percentages between Indian Punjab and Pakistani Punjab are a bit lopsided in the sense 
that the Indian Punjab was bifurcated into three provinces whereas we are still one province. If you compare the 
nine districts of Indian Punjab with the nine districts of Pakistani Punjab, the situation is not all that unfavorable.  

 Of Sindhi farmers, Punjabi farmers, Frontier farmers, and Balochi farmers, the Balochi farmers are at 
the lowest step at the moment. But the problem really with the large farmers is that they are absentee farmers. 
The large farmer is a member of the National Assembly. He spends a good deal of his time in Islamabad. 
Despite improved macro indicators, poverty has increased. Why? If you look at growth factors, then you will 
find that the growth is in the automobile industry, growth is in the drinks industry, growth is in the food industry 
like McDonalds and Pizza Huts. They constitute much of the growth in the industrial sector. In the agriculture 
sector, it has been a yo-yo situation. We have been going up and down all the time, and that has to do with a lot 
of administrative situations that have developed in the bureaucracy 

 We have always talked in terms of commodities, not in terms of products. Cannabis is considered a bad 
agricultural product, but people get 27 products out of it and before the Second World War, we used to make 
clothes out of cannabis. So why are you talking about commodities? Do you know what products can come out 
of rice and maize? Therefore, the situation is that we are involved in commodities and not products.  

 There is a debate going on as to how you want to cut up the country. Do you think Martial Law 
Regulation 115, which Ayub brought in and which stagnated the land markets, is an important element in the 
whole thing? What is the history of it? How are you going to empower people? How are you going to give 
assets to those who do not have it, or how will you give assets to those who have it based on economies of 
scale? I may provoke you further by saying that there are no economies of scale in agriculture. Are you sensitive 
to the poor? And if you are sensitive to the poor, we have to redefine agriculture. If you are going for food 
security, then your incomes are going to be somewhat depressed. The reason is that urban people require cheap 
food, and they do not have the income or the wages to pay the higher prices. If you developed wheat and rice 
production systems, you will always have depressed income. How you will enhance that income is dependent on 
how you look at the entire cropping pattern. Agriculture is not just one sector. There is horticulture, there is 
floriculture, and there is pharmaceutical agriculture. There is livestock as well, and we will come to that. 
Livestock does not form part of dairy development. It is totally different. There are also fisheries, both 
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traditional and nontraditional. For nontraditional, you cannot get the traditional institutions of work. You have to 
bring about a new institutional framework.  

 Eventually, the economics of poverty is a social condition. If you look at the rural areas in South Asia 
at the moment, this is true. The entire infrastructure is immature.  

 How will you send your child to school? Every urban elite should send one child to a rural school, and 
at least one patient should go to the rural health center to understand the problems facing the rural people.  

 There is an ecological aspect as well. The irrigated agriculture’s income will not improve substantially 
unless major changes are brought in it. There is desert agriculture: both hot and cold deserts. The hot deserts are 
in Cholistan and Thar. The cold deserts are in the Northern Areas, where for wheat production they use 18 
irrigations. The water just goes down. Then there is the agriculture in the foothills. We have not understood that. 
I was with a group of farmers, owners of between 40–50 acres, 300–400 kanals, and they were working in the 
Ministry of Agriculture as peons. So I said, “What are you doing with fifty acres or forty acres? Why are you a 
peon? Why are you not earning on your own?” They said they are not able to earn themselves. When I looked at 
how it can be improved, we had few options. In the high mountains, it is difficult In Northern Areas and in 
FATA, it is difficult. 

 The plateaus of Balochistan provide a different kind of natural biodiversity that has never been touched 
upon. If I ask the audience how many of you have gone to Balochistan, some of them may say Quetta at best. 
None of you will talk of Chagi, Pishin, or Sibbi. You have to balance the resource use in these areas. We have a 
fetish in Punjab about water. We are only 27 percent efficient in water use, and all we are doing with 66 billion 
rupees is making delivery better, not harvesting better—not the application of water.  

 How do you assess land productivity? In my point of view, there is no question of Banjar Qadeem. 
Banjar Qadeem was a concept which was brought about by the Britishers way back. And I will show it to you, 
and I will be provocative by saying that there is more income from these Banjar Qadeem lands provided you set 
yourselves seriously to work on them, and I will show you how.  

 There is no universal policy in agriculture. It has to be small networks working according to the 
ecological conditions within provinces as well. If you are going to Cholistan and take a canal and do natural 
agriculture over there, that land is going to become waterlogged before long. You have done that in DIKhan, 
and the land has become waterlogged. So you have to worry about the unintended future consequences, and 
therefore, somebody has to sit down and work it out. It is not possible to merely give an opinion and then sit 
back and say things will work out by themselves or it will be God’s will. 

 A mention has been made that our entire agriculture is supply side. We produce things, then expect 
them to be sold in the market at a level and a value which will give the farmer an income with which he can live 
well. That is wrong, because unless you bring in the demand side of agriculture, you are going to have problems. 
You will have to produce what the market demands. This point was made earlier. What is the cropping pattern? 
If you are rigid, you are going to have a lot of problems in the system, and that is what has been happening. You 
look at wheat productivity. Wheat is the major food security item. The range of yield is from 0.8 tons per 
hectare to 7 tons per hectare. Mr. Shah Mahmood Qureshi’s comes from Multan; the best farmers are in this 
area. The scientists had stated that the production potential of wheat seed was 6.3 tons per hectare but the 
farmers obtained 7 tons per ha. Not bad for a three and a half month’s crop. The time period as you know 
militates against productivity. Normally that kind of productivity comes in crops that are for five months and six 
months.  

 You will have to shift to commercial agriculture very soon. On the fertilizer side, only 35 percent use 
fertilizer, and most not to the required amount. Credit has been made available, but why do farmers not go for 
credit? In one district, for an 8 million rupees default, 108 farmers were arrested by the Zari Tarraqiati Bank for 
a default on a production loan. This led to distress sale. They sold all their animals, etc., to save themselves from 
going to jail. There were drought conditions at that time, and that matter should not have been referred to the 
land revenue department to recover the loans, but there should have been a compassionate human element 
involved.  

 The biggest problem is that there is no competition in the corporate sector. I will show you how and 
why. If there are 504 textile mills, they do not compete with each other. So far as the farmers are concerned, 
farmers have been subsidizing them by 40 percent on their incomes, and even now there are difficulties despite 
the fact that they are in power.  

 Water is a limiting factor because we have not looked at equity, we have not looked at efficiency, and 
we have not looked at efficacy, which has cropped up. We have not looked at water in critical terms. We do not 
know where the root zone is and how water has to be applied. If you are going for flood irrigation, your 
efficiency will remain 27–30 percent. That is it! You have to shift sooner or later because water is going to be 
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your main constraint. Or you shift to different crops which take less water. In edible oil, you don’t have to go for 
sunflower, you can go for safflower, or you can go for canola, or you can go for salicornia, which uses sea water 
as a resource, and there are 700 miles of coastline which Pakistan can use for growing edible oil, and it has been 
successful.  

 But the biggest thing is that the engineers are no longer competent to handle the water sector. Water 
must grow where there is no substitute. The best users of that water are the people themselves. If there is no 
substitute for a product, to expect that the engineers will be dealing with water on an equitable basis, on an 
efficient basis, is a wrong assumption. Even now, formal allocation of water from Tarbela has not been done, 
and there is a rising trend of all traded inputs. So you need income augmentation, cropping patterns have to be 
modified, and sooner or later you will have to go and link it with the international market. The commodity 
linkages to products are not established. So you need a new institutional arrangement which looks at products all 
the way through. Your fertilizer use is also limited because of its volatility—because the time you apply 
fertilizer in water, there is a lot of volatility. You ask any soil scientist. There are a couple of soil scientists here 
at the moment who can give you a situation analysis.  

 Now, do you want a free market? Do you want a fair market? How do you provide markets that are free 
and fair and then link these markets not only nationally but internationally as well? If I were to look for an 
integrated agricultural product in Pakistan at the moment, I could not find one.  

 Let me repeat my provocative statement. The income from fragile and marginal areas can be more than 
the income of the irrigated areas of Punjab, provided you know the products and provided you know how to 
market them. Salicornia cannot be grown with sweet water. It has to grow with water whose parts per million is 
more than 170,000, which is very bad water. Sea water is 40,000. If you apply sea water, you will be successful 
in two areas. It is unfortunate that the administrative structure is broken up.  

 Hippophae (sea buckthorn) is again a product of northern areas. It reduces soil erosion, brings it down 
from 83 to 11 percent, and it has medicinal properties. It touches Hepatitis C, it touches blood cancer, and it 
reduces aging as well. So we have 51 percent of the people willing and ready to use it in Pakistan (women as 
clients). Acacia albeida is a plant which has recently been examined. It not only fixes nitrogen in the soil but 
also fixes potassium in the soils. So that is a new beginning, and it can be grown anywhere.  

 But if you want to help the lagged areas, you will have to give a package. You just cannot give one 
critical intervention. You have to give a package. You have to take care of the excessive influence of 
monopolies. They are tyrants, optimizer tyrants. How can a 10 rupee share—par value of 10 rupees—maintain 
itself with .75 of a rupee? (Textile mills reported value of stocks). They are subsidized to the extent of 40 
percent by the farmers and can go up more, and they are powerful. They are powerful people. Nothing can stop 
the greed of the powerful people.  

 Let me tell you what is happening in poultry. Poultry, at one stage, kept the prices of mutton low. Now 
five people have grandparent flocks, five people have day-old chicks flocks, those very high people have day-
old chicks, those five people have feed, and those five people have medicines for the poultry. So it is a five time 
monopoly, not a single monopoly, but a five times consolidated intervention. Can there be any limits to 
monopoly power.  When they want to interfere in policies, their chicken don’t lay eggs but mangoes. Mangoes 
are sent all over Islamabad to people as grafts.  

 The sugar industry owes the farmers of Punjab and Sindh roughly 2 billion rupees every year. They do 
not pay money; they do not pay the producer the debt. They say we will give it to you sometime in the future. 
Whatever money is collected for improving the infrastructure, they keep themselves and use themselves. How 
can you get the farming community to change the structure when there are such human behavior problems? 

 Agricultural marketing is a problem because it is a monopoly. No agricultural market can come up in 
the private sector. Only the son of a middleman can be a middleman. It is a closed shop. Punjab government has 
now brought in somebody from the private sector from a company ironically called Icepack. He never packed 
any ice. He will become ice himself, because in the last four months he has not done anything.  

 So about this agrarian industry. It has 22,500 women farmers as members; a cooperative. 40 percent of 
these women are landless. Daily, 8.5 million rupees are paid for their milk products. They are small farmers 
with animals of three to four herds. The cooperative has 14 mother and child care centers for them with 
qualified doctors. It has high schools for them. It has vocational schools for them. It produces pasteurized milk, 
and it sells at 10 rupees less than the corporate sector. Other products are less by 10–12 percent. And if you look 
at the capital cost, the capital cost is 70 million for the cooperatives and 600 million for the corporate sector. 
The number of milk plants in the cooperative sector is four, and in the corporate sector is three. The rated 
capacity is again more in the cooperative sector. The self-employed are 250 in cooperative sector and directors 
385 in the corporate sector. You see the differences, but the interesting part is that you see the capital cost of a 
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dry milk plant. It is 18 million for the cooperatives; it is from the same company. It is purchased within two 
months of it, and for the corporate sector, it is 80 million. How do you explain the overinvoicing? This is the 
current issue in marketing.  

 I mentioned all these things. Punjab has about 600 markets. For the entire southern Punjab, there are 
only five markets available. The other provinces are in poorer condition and poorer shape technically. The 
middleman knows no truck can be allowed into Lahore after four o’clock in the morning. It must come in 
between twelve and four. So if the farmers send his produce to Punjab, and if it is a perishable product, he has to 
stay outside Lahore for that period. If he comes after four, then that is an administrative issue.  

 I think the amount of loss that people like us have caused is immense. It can’t take care of itself. The 
mango from Punjab, which has been highly invested in by the Punjab government and the federal government, 
fetches only 14 rupees 50 paisas per kilo from the international market. Pistachio, which is from Balochistan, 
fetches 41.5 rupees per kilo. No intervention, no money has been invested there.  

 Resource allocation, water, credit, technology are important in the sense that you do not need an overall 
technological, site-specific, person-specific technology. But in Pakistan, there is another interesting feature. 
When you sell your land, you sell your water rights as well. These two are linked. They cannot be separated, 
with the result that there are no secondary markets in Pakistan.  

 You have to remove monopolies. You have to move with the time. It has to be flexible. I am not afraid 
of globalization. I think it puts a challenge on us to do things to bring in unique products. Saliconia, for instance, 
has tips which restaurants in France use. Imagine, salt-grown plants being sent to restaurants in France. It is an 
in-house activity. We can only have debates with outside people, but it is basically an in-house activity. Social 
actions, as I have already mentioned, are critical for productivity. You have to learn to resolve paradoxical 
situations. How do you bring in a situation that satisfies all the players in the game?  

 This is in this week’s Times Magazine. Gentlemen, if you can translate it into a country situation, 
please let me know. Please consider this: How do you harness global science? How do you raise the voices of 
the poor? How will you promote sustainable development? How do you make a personal commitment? Thank 
you. 
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Comments 
 
David Orden, Senior Research Fellow, Markets, Trade and Institutions Division, IFPRI 
 

I appreciate the opportunity to participate in this workshop and begin to learn about the debate in Pakistan’s 
agriculture, and I obviously have little qualification to speak to details of those debates after only 48 hours in 
your country. When I thought about commenting on a discussion of policies in Pakistani agriculture last night, I 
wrote down three or four points regarding policy issues in U.S. agriculture that might also apply here.  

 I appreciate Mr. Altaf’s visionary desire to make agriculture work for the poor. I think we all share that 
vision.  

 I also appreciate his point that markets need to work well for the poor, and when there is monopoly 
power, for example, they are not working well for the poor.  

 Mr. Altaf made the point that western models do not work. Yet, I think many of the forces driving 
agriculture in every country are more similar than different.  

 Let me offer my few points. In the United States, the problem of poor farm households has been solved 
in two ways. One has been by many people moving out of agriculture, and they have had opportunities for that. 
Whether it works in Pakistan is a challenge of the day. But that is the way a large part of the problem of poverty 
has been eliminated in American agriculture. The second is by having a highly technical and productive 
agriculture to stay competitive. I think every farmer in every country faces the issue of staying competitive. The 
challenges of staying so seem to be universal. This is an issue for developing countries.  

 Can farmers in developing countries get their products into developed country markets or meet the 
needs of their own domestic population? These are challenges for American farmers as well. I think, to some 
extent, U.S. markets are working well. There are some concerns about concentration for livestock processing. 
Those are long-standing and old issues in the American agriculture policy debate. I think those are the issues in 
Pakistan also. Finally, a strong farm lobby. I do not know whether the farm lobby is weak or strong here in 
Pakistan, but in the United States, it is very strong. This is an issue in the U.S. policy debate, and it is a problem 
for U.S. agricultural policy in a global context. 
 
 
Summary of General Discussion 
 

During the discussion, the issue of scale and concentration in agricultural production, processing, and marketing 
were emphasized, given that economies of scale in agricultural processing and marketing may have a much 
greater importance than economies of scale in agricultural production. Therefore, the participants examined 
possible scenarios for engaging the small farmers in markets more effectively. Drawing on the examples from 
the dairy sector, one participant suggested that helping small farmers organize into associations and cooperatives 
may go a long way in improving their access to markets and raising their income levels. Some participants 
argued that vested interests, lack of transparency, and an excessive degree of market concentration which keeps 
industries shielded from international competition all contribute to hindering key market reforms.  

 Recognizing that the role of the service sector has been ignored in the post–Green Revolution period, 
another participant identified the need for manpower skilled in marketing, procurement, and allied supply as a 
constraint in the move toward more market-based solutions. The possibility of developing these skills without 
some form of public sector support was also raised. 

 In closing the session, the co-chair, Masayoshi Honma, underscored the importance of understanding 
the reasons for market failure, as well as of recognizing that the policies in many developing countries, 
including Pakistan, are often quite different from what the efficiency criteria would dictate. He thus advocated a 
greater focus on the linkages between the market and policies and on possible ways to strengthen them. His 
fellow co-chair, Shah Mahmood Qureshi, stated that the importance of governance and the empowerment of 
people at the local level in improving decision making and alleviating poverty had not been adequately 
underscored. He felt that an evaluation of service delivery and empowerment under the new, devolved system of 
local government in Pakistan was important in understanding why poverty reduction was not taking place. 
Qureshi also supported the keynote speaker in his proposal to shift the policy focus to products, rather than 
commodities, because it is by selling products that farmers can generate higher levels of income.
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Rural Industrialization: Obstacles and Prospects 
 
Suleman Ghani, Chairman, Planning and Development Board, Government of Punjab 
 

First of all, 68 percent of the total population lives in rural areas, and 39 percent of the rural population is poor. 
So you can say that to a great extent poverty in Pakistan is a rural phenomenon. Poverty reduction, therefore, 
depends upon agricultural growth. However, we have seen poverty increasing despite good agricultural growth. 
So basically addressing rural poverty is not just a question of agricultural productivity growth, but it is also 
growth in the nonfarm rural economy, which must take place simultaneously for rural poverty to be addressed. 
That I think becomes very obvious when you consider that 60 percent of Pakistan’s rural poor are landless. This 
means that 45 percent of the total rural poor are nonagricultural households, and the remaining are landless 
agricultural labor. So the issue of addressing rural poverty requires sustained and rapid growth in the rural 
nonfarm economy. Basically, the rural nonfarm economy has a large percentage of labor. Industry, trade 
business, crafts, and services also play an important and increasing role in employment and income. If you look 
at the first figures of the table here, the contribution of agriculture to the GDP of the country is 23 percent, 
whereas the labor force employed in agriculture is 42 percent. So surely there is a strong indication here of 
disguised unemployment. Of total employed labor force, 60 percent is engaged in the rural areas in both the 
farm and nonfarm sectors, with limited low output results in incomes which are lower than the average and lead 
to increased poverty. 

 Essentially speaking, I think there is a strong case for nonfarm income or nonfarm jobs to be created in 
the rural areas. I think this is very obvious. The data bring out the fact that there has been a rise in rural 
unemployment, which has gone up from 6.94 percent in 2000 to 7.55 percent in 2004. At the same time in the 
urban areas, there has been a still higher urban unemployment rate but with a slightly decreasing trend, whereas 
in terms of rural unemployment rate, it has an increasing trend. This probably is another indication of the 
urgency which is being faced. Surely, there is a need now to start looking at the right interventions to generate 
jobs in the rural areas. We have an analysis of unemployment in the Punjab. Over the years, the number of those 
unemployed has become immense. In 1984, just half a million people were unemployed. This has increased to 
something like 2.3 million in the year 2001–02, and it must have gone further since then. The unemployment 
rate has gone up sharply in the late 1990s, but for the last couple of years, it seems to have stabilized a little.  

 We have recently commissioned a report, the Punjab Economic Report, which we hope to release in the 
Punjab Development Forum in the middle of April. The analysis in this report shows that we have to bring the 
unemployment rate in Punjab to an acceptable 5 percent or lower. For this, we will need to create a million 
additional jobs every year, and for that, the GDP of Punjab will need to grow between 7 and 8 percent. With 
these kinds of facts before us, the case for rural industrialization is well made. Basically, reduction in income 
poverty is needed. We need employment generation and, in the rural areas, to reduce the migration from rural to 
the urban areas. If you look at the cost comparisons here, there are lower wage rates in the rural areas. It has an 
immediate impact on raising agricultural productivity. You have to improve the skill level of the force, and of 
course, the rural infrastructure has to come up more rapidly. So there is a direct correlation between rural 
industrialization and agricultural productivity, and in countries where you are looking at regional disparities and 
you are looking at underdeveloped areas, rural industrialization offers the best opportunity for reducing regional 
disparities. That too is evident. But the question is, Does rural industrialization really require a distinct and 
separate policy framework? I think that is the question that needs to be addressed, and the issues are what is the 
urban-rural boundary.  

 The UN, for instance, defines the term rural to include locations up to 20,000 population, but in 
practice, it varies from country to country. Similarly, you have academics and scholars defining rural localities 
as ones that exist primarily to serve as an agriculture hinterland. Under this definition, even Lahore becomes that 
kind of a locality because it is servicing the agricultural hinterland. Of course, we had, before the current local 
government law came along, a definition of what is rural and what is urban. But interestingly, the present law 
has done away with those distinctions. If you were to take a look at the current law, the entire country is urban. 
So we have District Councils and we have Tehsil Municipal Assemblies (TMAs). The distinction has now been 
blurred. Then the other thing which is happening is that because of this rapid spate of fairly good-quality 
infrastructure, such as the motorway for instance, the boundary line between rural and urban industry is 
becoming progressively difficult to define. So what exactly are we saying here? We are saying here that the only 
real distinction then is the level of access to infrastructure. Infrastructure deficiency defines the type of 
industrialization.  

 What you are looking at is an infrastructure deficiency in this index. Either you are close to the 
required infrastructure of the kind of quality that is needed or not. Take again the motorway, for example; you 
are not really rural in that sense. Anything off the motorway which has the right provision of—or any other 
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major road which has the right provision of—electricity or other infrastructure and telecommunication is not 
deficient; is not “rural” in that sense. In the context of rural areas or the rural economy, it is less where you are 
located and perhaps more the size of the industry itself. There are a number of examples of larger industries, 
such as fertilizer plants or bigger agriculture-based industries, being located in so-called rural areas.  

 The fact of the matter is that most off-farm rural employment is in the small and medium size 
enterprise (SME) sector. So the defining element here is its location. So you will have to talk less about the 
rural-urban divide and talk more about SME, big industry divide and focus more on the problems of the 
concerns of the SME sector. What exactly are we saying on the SMEs? I think this is an area where a lot of 
people are looking to. A number of studies and rural investment climate surveys indicate this. The first thing of 
course is the absence of overriding policy. We even now do not really have an overriding policy to address the 
SMEs. In fact, we do not even have a substantive or a universally accepted definition. There are, at the moment, 
something like eight definitions of the SMEs which are prevalent in the country. SMEDA has defined it in one 
way, the State Bank has defined it in another way, and the microfinance institutions define it in yet another way. 
There are definitional issues here. We have really not come around to developing an overriding policy for the 
small- and medium-scale sector. The second, of course, is the entrepreneurial culture. If you take a look at most 
of the difficulties of small enterprises, including very small enterprises, family-owned businesses, single-person-
owned businesses, etc., etc., these are lively informal operations. They lack records. They are centrally 
managed, and there is a great reluctance to really delegate the responsibility or authority for the decision making 
in such units. Our studies and surveys tend to indicate that only 6 percent of all SMEs really have access to 
formal credit. They access informal finance. There are very revealing figures here. If you go by number of 
employees, you see that the small industries employing just zero to five persons had no access to credit. These 
figures are good enough to really indicate the point that I was trying to make, i.e., lack of access to credit and, in 
particular, a very small percentage of the medium or small sector firms having access to formal credit in spite of 
the efforts that have been made and in spite of the programs, such as the one managed by the Punjab Small 
Scale Industrial Corporation or the various small business organizations which have been set up. The access to 
credit remains very low.  

 Then, of course, is the question of physical infrastructure. There is a problem with the kind of 
infrastructure that they have access to. SMEDA and World Bank 2003 Investment Climate Survey indicate that 
nearly 5–5.6 percent of losses in annual sales are due to power outages. The figures, therefore, for the small 
industry are higher because they do not have alternate energy sources. They don’t have transformers and things 
like that. The losses in annual sales for the small- and medium-scale sector are, in all probability, much higher 
than this figure. Various studies also indicate that Pakistan’s economy could save up to 16.5 percent of value of 
its exports with better logistics, and there are indications that inefficiencies in transport could be costing up to 
Rs. 320 billion in losses to the economy. These are big figures, and they become compounded for the small- and 
medium-scale sector. The other issue that most of these enterprises face is the marketing infrastructure, and that, 
of course, is basically not just in terms of whether the markets are themselves limited. It is also the inability to 
understand the market, to have access to market information, to be able to analyze market information, or to see 
what the trends are. These are some of the constraints from which the small sector enterprises are suffering.  

 The regulatory framework is yet another issue. You will see some of the problems with the regulatory 
framework that small-scale enterprises have to deal with when you realize that there are 56 different labor laws 
for the small sector to contend with. The prudential regulations need improvement. There are no credit 
guarantee arrangements. Similarly, there is lack of contract enforcement. So basically, if you take a look at the 
overall regulatory framework, it is biased against the small-scale sector. If you were to look at the taxation 
policies, this fact will become even more evident. Again going back, the World Bank Institute’s 2001 SME 
Policy Note, in which they had surveyed a lot of respondents, found that 67 percent of all SMEs surveyed found 
tax regulations problematic; 56 percent indicated tax crunch effects; and nearly all of them felt that the tax 
structure or the tax laws were difficult, restrictive, and causing them problems. It goes without saying that the 
quality of human resource available to these industries is low. They face governance issues.  

 A study from the NWFP shows that even the small-scale sector spends an inordinate amount of money 
on security, hiring their own guards, etc. They have other governance issues also.  

 And finally I think that the sector finds little or no representation in the trade bodies. These bodies are 
dominated by the interest of the large-scale sector. So the small-scale suffers from (a) lack of networking and (b) 
absence of representation in these bigger trade bodies.  

 How do the SMEs look in the context of the rural economy? The figures here are quite impressive. The 
SMEs account for 90 percent of all private establishments in Pakistan—a 30-plus percent contribution to the 
GDP. And if we were to consider that if 55 percent of the economy is undocumented, perhaps the contribution is 
much higher because most of the SMEs are in the informal sector anyway. There is a great amount of 
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employment generation in this sector. So essentially speaking, I think the case is clear that SMEs are going to be 
a vital factor in the fight against poverty in the rural economy or in the rural areas. They are, of course, starting 
points for development of entrepreneurial culture. It is a separate matter that, again, within the overall legal 
framework, there is neither the opportunity nor the support for them to grow or to encourage consolidations for 
mergers. There has never been that kind of advice available to the SMEs, for instance. The SMEs are where the 
entrepreneurship starts, i.e., where you learn, and hopefully that is from where you start to grow. They are a 
major source of employment in the rural areas; their capital–to–job creation ratio is much more efficient 
compared to the large-scale sector, and if you are looking at rapid changes in export markets, then the small-
scale sector offers the greatest opportunity because it is quicker to respond to challenges. It is quicker to meet 
the demands of niche markets, for instance. So there is a greater opportunity to respond to export challenges in 
the small- and medium-scale sector than there is in the large-scale sector. And like I said earlier, they provide a 
better geographical spread of investments, thereby reducing regional disparities and spreading the impact to a 
greater number of areas and perhaps having more and better distributive equity than the large-scale sector. So I 
think the case for the SMEs in the context of nonfarm employment in the rural areas is very well made out.  

 As you can see the small and micro sector comes out looking very pretty, and the total amount of 
investment needed to create the right kind of jobs is very much below what is needed for the SME sector or for 
the large-scale sector. I think that brings me to the main crux of my presentation, which is: What are the issues 
in SME policy framework? The first, of course, as I said earlier, would be the adoption or perhaps the putting 
together of the single national definition for the SMEs in order to provide a certain coherence of vision and give 
our policy a weight of focus. You really cannot develop any kind of policy unless you first know on what you 
are going to target or what you are going to address. So I think we should get the definition thing out of the way 
to start with, and somebody ought to quickly start working on this. Then, of course, is the second step, which I 
had indicated earlier, namely, the absence of an overarching national policy for SMEs. That policy needs to be 
defined, and surely this definition should cover the role of all the stakeholders, it should provide arrangements to 
coordinate with its initiatives, and it should specify the forum for SME-related intergovernmental decision 
making. That again is another problem. You have one set of decisions coming out of one government 
organization and another set of decisions coming out of another, and you really do not have somebody to 
coordinate; somebody could say, “Okay, this is how we need to go.” Perhaps that is where an organization like 
the SMEDA comes in, and perhaps it should be mandated to be the lead agency for all matters related to inputs 
vis-à-vis the decision making and oversight of the implementation of an SME policy. We also need to 
institutionalize through this institution the process of better information exchange; because you really do not 
have a handle on this.  

 Only 6 percent of all SMEs are plugging into the formal sector. The problem is huge, and this too is 
obvious. Special banks and special arrangements are really not going to fulfill the whole need, and things are not 
really going to work until mainstream financial institutions become much more sensitive to SME requirements. 
Even when finances are available, they are available for more traditional activities. You can go and get some 
money. You can buy some machinery, you can put it up in a building, and things like that. But where do people 
get money for other essential requirements that are really needed? How do you get money to do some 
organizational structuring, for instance? Can you get some money to do some research, to look at possible 
market opening, or perhaps for improving the technology employed? These are the kinds of issues which 
actually need to be addressed. There is a need to make funding available for such initiatives also and not just 
confine it to the more traditional elements of financing.  

 Then of course is the issue of improving the SMEs’ access to financial institutions. This, of course, will 
require serious efforts, and there are countries where there is an effort to synthesize mainstream financial 
institutions to the requirements of the SME sector. There are special windows being developed, which could be 
done here also. You have to encourage banks to develop special packages and specific services for the SMEs. 
Basically, the reluctance of such institutions to really finance SMEs is the geographic spread of the loaning and 
the administrative issues involved and a lack of ability to understand the requirements of the SMEs. We need to 
train the officials in such financial institutions. This has been done to a very good effect in countries like 
Malaysia, I believe, and a couple of others. Another problem, of course, is that most of the time this is related 
with the problem of land titling. It is also related to an absence of mechanism where wealth can be converted 
into collaterals. The big problem with the whole business of financing, and that is why perhaps more access is 
being made to high-interest informal financing, is lack of collaterals. So perhaps there is a need here for 
government to seriously look into some manner of credit guarantee arrangement, which could help the SMEs. 
That seems to be something that could be done to reduce undercapitalization and to promote the repletion of 
capital resources and SMEs. There might be a case to consider a preferential tax treatment. I say this with some 
cautions because I really do not know whether I am totally convinced about this, but perhaps it is something 
which we really need to look into—Is there a case for making some error of preferential tax treatment available 
to the SMEs? 
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 Market development. I had already indicated that perhaps there is a need to encourage mergers and 
consolidations, and so perhaps we need to put in some advisory services of or perhaps improve the regulatory 
framework a little to encourage cooperation and consolidations among the SMEs. The other idea, which at times 
has been floated around and again is internationally in practice, is perhaps the earmarking of certain percentages 
of government procurement in goods and services for the SMEs. That could prove to be a good incentive. 
Perhaps the finance department is represented here. I can see quite a few eyebrows being raised. I can see the 
concerns of transparency and open competitive bidding come in but how to manage all this, but the fact is that 
there is a case here where you could say that an X amount of government procurement would only be through 
SMEs. How do you handle something like this? It is something, of course, for the experts to sit down and think 
about. There is also a great need to increase the SMEs’ share in exports, and there I think both perhaps SMEDA 
and the Export Promotion Bureau need to sit down and develop some manner of an advisory cell for the SMEs, 
which really targets the SMEs and which can perhaps come up with some ideas to promote greater participation 
in export.  

 Of course, there is a great case to be made to encourage academia and universities, such as the 
Beaconhouse National University, to undertake specific SME-market-related research or other research which is 
transferred more easily to the SMEs. That is where perhaps the universities can provide a support role. I do not 
see their ability to plug in to private sector consultancies to do this for them. So perhaps the universities and 
other government academia especially could do this for them. Of course, there is a normal promotional activity 
like fairs and road shows, which agencies such as Export Promotion Bureau carry out. 

 The point is that even if we think in terms of management training, so we turn out young MBAs. I 
think there is a need to refine this. Do the SMEs have a special management requirement or something which is 
peculiar to them? Who is looking at their needs? Are we designing relevant training programs or skills or even 
programs which are more in tune with what the requirements of the SMEs are? Then, of course, there is the 
issue of being able to provide them services at a cost. You will notice that for the small-scale sector we have 
already indicated issues of management, but there are also things like, Who bears of cost of accounting? Who 
keeps the books? Do you even have resources to do this? Can they even incur those costs? Would they be able 
to hire an accountant? Most of them are located in clusters, anyway. Perhaps there is a case here for collective 
assistance to be provided both in term and form of advice but also in the formal services, which you could 
provide at cost because perhaps the economies of scale could become better there. So I think those are the areas 
which need attention.  

 Whereas I think we have run across a fairly exhaustive list of things to do, I would not like to leave 
without saying that nothing is being done. I think there is a lot of movement, and some of the specific 
requirements of the SMEs are being addressed. I can refer to some of the initiatives that we have taken here in 
Punjab. Some have been taken by the federal government. For example, the State Bank’s prudential regulations 
for SMEs, which became effective in January 2004, are there. They are not perhaps the last word. We feel that 
there is a strong case for improving these further, for making them better, but at least they are there, they are 
recognition of the special needs of the SMEs. Similarly, there are new microfinance banks. They will make a 
difference. It might not be enough. They might have to wait some more before mainstream banks and 
mainstream institutions become more sensitive to the needs of the SMEs, but at least today there is more in the 
form of financial resources available to SMEs. Here in Punjab, we are also developing a framework for targeting 
and enhancing sustained agriculture growth, and there are very strong linkages with the nonfarm sector. So that 
is beginning to help. We have focused in a strong way on improvement of infrastructure. I can tell you that this 
year’s public sector development expenditure for the communications sector is about 11 billion rupees, which is 
a huge jump, nearly a double of what it was in the last financial year. And the chief minister’s accelerated 
program of infrastructure development within the next three years seeks to access every village in the province 
with a metaled road. That is, I think, an ambitious kind of a program but something which needs to be done. 
Unfortunately, the provincial government has no control over the energy requirements of the small-scale 
sector—or any industry for that matter—because both electricity and Sui Gas are provided by federal 
government agencies, but we end up spending a lot of money in that area. We gave a lot of money to Sui 
Northern to expand this network. We are spending a lot of our own money for the rural electrification. So there 
is movement in that field. We also, with SMEDA, are developing a full policy for the reform of our Punjab 
Small Industrial Development Corporation, which seems to focus mainly on the manufacturing industries. But 
more importantly, what we are doing to improve the business climate is important. The number of inspections 
has gone down. Labor inspections in the Punjab have been drastically reduced. The nuisance of social security 
inspections have been done away with totally; similarly, the boiler inspections. Social Security is now totally 
voluntary, and more importantly, we have moved into an alternate mode of delivery of services. For example, 
we have formed in the private sector an industrial estates management company which will be managing and 
setting up industrial estates in the province. Similarly, private sector entities have been set up to provide social 
security services. So in the Punjab, we are already beginning to move considerably on this. That brings me to 
the end of my presentation. Thank you very much.  
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Comments 
 
David Spielman, Postdoctoral Fellow, International Service for National Agricultural Research (ISNAR) 
Division, IFPRI 
 

I thank the presenter for his very informative remarks, especially on the issue of small and medium enterprises 
in Pakistan. I think we all recognize that SMEs are truly the engine of growth in a given economy and especially 
in the rural economy. Large multinationals may be useful for some things. Public sector, state-owned companies 
at one time in history have been useful for other things. Truly, the growth in this millennium will come from 
small and medium enterprises. That is my belief. Rural industrialization is critical to reducing unemployment, 
adding value to what the agricultural sector produces, and stemming the tide of urbanization. Rural 
industrialization has the capacity to support urban industry and services in Karachi and Lahore and Peshawar 
and other cities in Pakistan. The question to ask is, will agro-industrialization be critical to reducing poverty? 

 It is important to recognize is that we need to understand the processes involved in rural 
industrialization and the complex impacts these generate. What is the role of the public sector beyond simply 
providing a policy framework? What is the role of the public sector in promoting and facilitating the rural 
industrialization? How can we have an efficient and effective provision of public goods, such as infrastructure? 
How do we have good public sector research incentive structures that make research in agro-industrialization 
actually valid and useful? What is the role of the public sector in regulating markets as well as enabling 
markets? And, of course, what is the role of public policy in directing the process of agro-industrialization? 

 Likewise, there is an issue in the role of the private sector. We have mentioned quite extensively the 
role of micro- and meso-credit in financial institutions in Pakistan, and this is a revolutionary change in the way 
the financial markets are being operated. They are expanding slowly at this point, but they have moved on from 
simply an NGO project. This is something very exciting and needs to be looked into. How does the private 
sector play a role in the financial landscape of the rural areas of Pakistan?  

 Next, the most important thing to understand is the dynamic process underlying the political economy. 
The political economy in Pakistan is fundamental to understanding how rural industrialization would actually 
occur and what it does to benefit the poor. Drs. Zafar Altaf and Akmal Hussain earlier spoke on the issues of 
political economy. Inequality in distribution of wealth, income, and land; monopoly and power structures in 
various industries and markets; asymmetries in markets in terms of power; and asymmetries in the access to 
public service and governance powers. These types of political economy issues also need to be looked at very 
carefully when discussing rural industrialization.  

 Finally, let me make one small point. It is a personal point. I have actually spent many years in 
Pakistan. So I am thankful for the opportunity to come back and engage in this debate. We have presented here, 
and we have talked here about, a policy framework and a public policy package. My years of learning in 
Pakistan were under the tutelage of Shoaib Sultan Khan and Akhtar Hameed Khan—two very sage people who 
worked with community development issues in this country. They taught me that before you come out with a 
policy package, before you come out with new suggestions on how or what the government would/should say or 
do, you need to know where the opportunities are. You need to know what the capacities and constraints are in 
the rural areas, what the community feels, what the community believes it can do or it cannot do. You need to 
know what the rural household is capable of. I think that is important in framing any policy framework in 
Pakistan. In other words, you need to identify the domains for development in Pakistan by knowing what is 
going on at the grassroots level. Thank you.  
 
 
Summary of General Discussion 
 

The brief discussion at the end of the session focused on the ways to facilitate the development of SMEs in 
Pakistan. Participants diverged in their views on whether the problems facing SMEs are of the familiar variety 
from decades ago, or the age of globalization has created new challenges that policymakers have not 
encountered before. The co-chair, Isher Ahluwalia, in her closing remarks, stressed the need to move beyond the 
decades-old paradigm of rural industrialization to embrace and address the challenges and opportunities brought 
about by the emerging new order. The keynote speaker argued that many of the problems are not new. Rather 
than supporting SMEs by large injections of subsidies, however, the keynote speaker advocated leveling the 
playing field, both domestically and globally, promoting greater representation of SMEs in the business arena 
and trade bodies, and focusing on the sectors that lend themselves more easily to SME development, such as 
agribusiness. Importantly, SME development in rural areas could have a tremendous impact on income levels of 
the rural poor.  
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 A participant emphasized that SMEs are typically better positioned to respond quickly to rapidly 
changing requirements of global and regional markets (for instance, with regard to labeling, sanitary 
requirements, and niche markets). However, they need to operate in a conducive policy environment to be able 
to take on these challenges efficiently and successfully. The discussion also brought up the debate of efficiency 
versus equity. One of the main issues raised was the relative importance of both and the possibility of trade-offs. 
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Opening Remarks 
 
Sartaj Aziz, Vice Chancellor, Beaconhouse National University  
 

This session is, in a way, a culmination of the first three sessions because it asks the question: Keeping in view 
various obstacles, constraints on the one hand and prospects and challenges on the other, will Pakistan be able to 
make enough progress in the field of agriculture and poverty reduction to achieve the MDGs for poverty and 
hunger? 

 I am sure most of you are familiar with the MDGs but, just by way of background, let me point out that 
the MDGs, adopted in September 2002, are actually the culmination of a process under which several summits 
were held throughout the 1990s.  As some of you might recall, in the sixties and seventies, UN conferences were 
at the ministerial level. Starting with the UNICEF Summit on the Rights of the Child in 1990, we started the 
pattern of having summit or head of state-level meetings on various development issues. The next summit was 
in 1992 on environment and development – the Rio Conference in Brazil, and then in September 1994, the 
world summit on population was held in Cairo; the Copenhagen summit on social issues in March 1995; the 
Beijing summit on women in September 1995; the World Food Summit (WFS) in 1996 and then the culmination 
at the Millennium Summit in September 2000, where the development goals were specified. 

 The first millennium goal is to halve hunger and poverty by 2015. The poverty reduction goal was 
actually adopted in March 1995 at the Copenhagen summit, which covered a 20-year period because the summit 
was held in 1995. Therefore, the benchmark of 1995 remains the same, even for the millennium goals. The 
world food summit adopted a slightly different goal than the Millennium Summit. The World Food Summit 
called for halving the number of under nourished people, whereas the MDGs called for halving the proportion of 
hungry people. In other words under the WFS target, if 800 million hungry people in 1995 will have to be 
reduced to 400 million by 2015. As a proportion of the population in 2015, the number of hungry people will be 
larger. The world food summit goal is thus more ambitious than the MDG target for hunger and poverty. United 
Nations Food and Agriculture Organization (FAO) publishes reports every year on food security, and United 
Nations Development Programme (UNDP) published a report two years ago to show the progress on MDGs. In 
September 2005, we will have the MDGs plus five summit, which will also evaluate the progress toward these 
goals. Jeffrey Sachs, a well-known economist with a very large team, has prepared a very substantial report on 
the MDGs, which also recommends what needs to be done to put it on track. At the world level, the goals are 
not on track if progress achieved by China in reducing the number of poor people is excluded. Poverty in the 
rest of the world has gone up instead of going down. The same is partially true with regard to hunger. That is the 
global background. Our session today is focused on Pakistan: to what extent Pakistan will be able to achieve 
these goals and whether or not we are on track.  
 
 
Pakistan’s Prospects for Achieving the Millennium Development Goals on Poverty and Hunger 
 
A. R. Kemal, Director, Pakistan Institute of Development Economics (PIDE) 
 

Mr. Sartaj Aziz, Dr. Isher Ahluwalia, Ladies and Gentlemen. Out of the eight Millennium Development Goals 
(MDGs), I will focus my talk on Goal 1 that relates to poverty and undernourishment. We shall discuss  

• The extent to which Pakistan has been able to pursue the goal; 
• The measures that are being proposed to meet the targets; and 
• How realistic it is that Pakistan would achieve the goal.  

 Empirical evidence suggests that, instead of declining, poverty has increased. The government has 
issued the Medium Term Development Framework (MTDF) which suggests that the proportion of poor will fall 
from roughly 30 percent at present to 20 percent by 2010. It has also been suggested that by 2010 the poverty 
will decline to 13 percent, which is the Millennium development target. We shall examine the basis of such 
claims and the measures that the government may have to take to meet the targets under Goal 1.  

 Mr. Sartaj Aziz has rightly pointed out that there are two targets relating to goal 1, viz. halving the 
proportion of persons whose income is less than a dollar a day between 1990 and 2015, and halving the 
proportion of people suffering from hunger. However, Pakistan is not monitoring the proportion of the poor with 
less than a dollar income per day because such data are not available for monitoring purposes. Instead, poverty 
is monitored on the basis of the official poverty line, which is based on average calorific requirements of 2,350 
per adult equivalent; the poverty line well exceeds the dollar a day line. Similarly, in defining the proportion of 
people who suffer from hunger, the two indicators are the prevalence of underweight children under five and the 
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proportion of population below minimum level of dietary energy consumption. 

 Let us look at poverty trends. It is generally suggested that the proportion of the poor below the poverty 
line has increased from 17.6 percent in 1987-88 to 32.1 percent by 2000-01. But after examining the poverty 
estimates drawn by various agencies using different poverty lines and different definitions, is it really justified to 
suggest that poverty has increased from 17.6 percent in 1987–88 to 32.1 percent in 2000-01? The first study that 
gives consistent poverty estimates from 1963–64 onwards (but here we have presented only from 1987–88 
onwards) are based on the grouped data and not the micro data on the basis of which the poverty estimates are 
derived for the subsequent years. Poverty estimates on the basis of grouped data are based on the interpolations 
when the poverty line falls within an income bracket. The way interpolation is done can produce different 
estimates. These can yield very different estimates if the micro data are used. 

 For the year 1992-93 the grouped data shows poverty levels of 22.4 percent while the FBS and the 
World Bank using micro data show poverty numbers higher by 4 percentage points. Are we justified in saying 
that poverty over 1992-93 to 1998-99 has increased from 22.4 percent to 32.8 percent? The correct inference 
should be that poverty has gone up from 26.6 percent to 32.8 percent. Therefore unless the two series are spliced 
it will not be correct to use two different series for determining magnitude of poverty over time. 

 The FBS and World Bank do not provide estimates after 1998-99 but the Planning Commission does 
provide estimates for both 1998-99 and 2000-01. However, compared to the estimates of 32.8 percent of FBS, 
the Planning Commission estimates the proportion of people falling below the poverty line in 1998-99 to be 
30.6 percent. Is it meaningful to compare 32.1 percent persons below the poverty line in 2001 as suggested by 
the Planning Commission with 32.8 percent, suggested by FBS for 1998–99? As a matter of fact, if we assume 
that poverty in 1998-99 was 32.8 percent then the proportion of poor would be in the range of 34-35 percent in 
2001-02.  

 It is therefore quite clear that poverty numbers should be very cautiously interpreted. Taking five 
different series and presenting in one table causes confusion. The Economic Survey of Pakistan has been one 
source of such confusion. The confusion in SPDC study may have also been influenced by the publication of 
these numbers in the Survey.  

 To avoid the confusion, either a consistent series based on micro data should be prepared but that is not 
possible because such data are not available for the years prior to 1987–88, or trends for different time periods 
should be used for examining the movements in poverty. For example, the trend has been rising in all the three 
periods, viz.1987–88 to 1992–93, 1992–93 to 1998–99 and 1998–99 to 2001. The safe conclusion that can be 
drawn is that over the period from 1992–93 to 2001, there has been an increase in poverty of about 8–9 
percentage points. The same is true about trends in rural poverty. It needs to be noted however, that whatever 
the definition and whatever the time period, poverty in rural areas have been higher than in Pakistan overall. The 
number of rural poor is more than twice the urban poor. In urban areas, about 22 percent are poor compared to 
about 39 percent in rural areas.  

 Another way of looking at the poverty is the income gap and severity which are the other two FGT 
indices. The income gap determines the income required for pulling the people out of poverty and the severity is 
the income inequality amongst the poor. Both the income gap and severity of poverty have increased over time.  

 Income inequalities are generally measured through Gini coefficient. Until 1987-88, the Gini 
coefficient has been low, in the range of 0.33, but then it has increased to 0.41. While the Gini coefficient is 
most commonly used, it suffers from various problems. Supposing income inequality changes in such a way that 
the poor become poorer and the middle class but not the upper most class receives higher levels of income; the 
Gini coefficient may not change.  

 It has been discussed earlier that Pakistan has witnessed high growth rates in the agriculture sector. If 
we look at the availability of per capita calories, even that shows an increase from 2,534 in 1989–90 to the year 
1999–2000 up to 2,625. However, higher calorie availability does not mean that consumption has also increased. 
Even if the average consumption does go up it is not necessarily the case that the poor have greater access to 
these calories.   

 Obviously if everyone had equal access to the calories then there would not have been any poor person 
in Pakistan. The fact that 32.1 percent of the poor cannot meet the calorific needs does suggest that people do 
not have the purchasing power to buy the food that is available. There are some people who consume more than 
2,350 calories while others fail to consume sufficient calories.  The Planning Commission suggests a minimum 
of 2,450 calories for rural people, because it is assumed that they need more calories than the urban people but 
the average calorie availability is 2,348.   
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 Whereas both poverty and nutrition numbers are generated for the provinces, one should not take them 
seriously as the sample is not adequate, especially for Baluchistan and NWFP. We should be very cautious in 
interpreting the results of the studies done in Pakistan for the agroclimatic zones as these data were not stratified 
across the agroclimatic zones. Similarly in Balochistan, the number of observations is very small, and most of 
the observations are from Quetta, which is totally unrepresentative.  

 Let us look at the nutritional status. In 1991, 40.4 percent of children were underweight, and by 1999–
2000 the proportion of underweight children increased to 44.6 percent. The same pattern is observed if we take 
wasted children; though there has been a little decline in stunted children. The same pattern is observed amongst 
males or females and in urban and rural areas. It is possible that the babies are underweight at birth, and after 
that they gain sufficient weight. Nevertheless, we should be careful with the data because the way data are 
collected there may be biases. If there are no female enumerators it is difficult to get good estimates of weight of 
babies that are less than six months old.  

 Mother’s education plays an important role in the nourishment of the children. The more literate the 
mothers are, less underweight children are expected. Whether this phenomenon reflects the fact that higher 
education is correlated with higher levels of income and therefore there is negative correlation between 
education and underweight children or whether it is the education in itself that plays an important role needs to 
be examined.  

 The correlates of malnutrition show that while per capita expenditure does not turn out to be significant 
variable in explaining the variation in the undernourishment, land ownership of less than 2.5 acres is 
significantly correlated.  

 There is a trade-off between the growth and income inequality for poverty reduction. Professor Nanak 
Kakwani has estimated the elasticities of poverty reduction with respect to growth as well as the income 
inequality across different countries. For example, in Thailand, one percentage point increase in income 
inequality requires an additional 4 percent increase in per capita incomes to ensure that poverty does not rise. In 
Pakistan however, we could not estimate such a trade-off because the Gini coefficient for the 1990s hardly 
shows any variations. Instead, when unemployment was taken as a proxy (unemployment results in reduction in 
the wage shares and worsening functional income distribution and hence worsening income inequalities) it turns 
out to be significant. The results indicate that if the unemployment situation does not worsen, then poverty 
reduction with respect to growth shows unitary elasticity, a result Dollar and Kray obtained though cross-
country regressions. The result has been utilized by the Planning Commission to estimate the poverty levels 
corresponding to the growth and unemployment estimates of the MTDF.  

 Households that are illiterate, tenant farmers, small landholders, and unemployed and underemployed 
persons are generally poor. Dr. Akmal suggested earlier that employment elasticity has gone down in Pakistan. 
As a matter of fact the labour force data suggest exactly the opposite. Employment elasticities in the 1990s have 
been 0.7, which is almost twice those observed in the earlier periods; in the 1960s and 1980s employment 
elasticities were in the range of 0.3 to 0.4. With this high level of employment elasticity even a growth rate of 
just 4 percent will generate high rates of employment. Employment growth was 2.74 percent per annum in the 
1990s. Since the labor force increased even more sharply, unemployment increased sharply and in 2001-02 the 
unemployment rate was as high as 8.3 percent.  

 Why did the labor force suddenly increase at that rapid rate? We may note that the 1990s has been the 
period when poverty increased sharply. The households withdrew their children from schools and they joined 
the labor force. To supplement household incomes, women also joined the labor force. The labor supply 
increased, which pushed down the wage rate, and despite the increase in employment, the total wage bill may 
have gone down. Moreover, employment was generated in the informal sector with very little in the formal 
sector and in the sectors such as trade, transport, small-scale industries, and services. 

 The GDP grew by 5.1 percent in 2003-04. The benchmark for 2004-05 is 6.6 percent. Based on that 
benchmark, the target for 2005–06 has been projected at 7.7 percent. By 2009-10, the GDP is projected to grow 
by 8 percent. The average over 2005-10 has been projected to be about 7.4 percent. Can these high growth rates 
be achieved? Let us look at the growth of various sectors. Agricultural output has been projected to grow from 4 
to 4.5 descent, with an average growth rate of 4.3 percent. On average, major crops are expected to grow at a 
rate of 3.8 percent, livestock at 4.8 percent, and milk at 7.7 percent. The manufacturing sector is projected to 
grow at 11 percent, and large-scale manufacturing at 12.7 percent. The services sector is projected to grow at 6.9 
percent.  

 With a view to examining the possibility of achieving that growth we need to consider elasticity of 
output with respect to capital, or what is commonly known as the capital-output ratio. The incremental capital-
labor ratio for Pakistan over the last 20 years is about 4.0; during the 1980s it was about 3.5 and in the 1990s 
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exceeded 4.0. The Poverty Reduction Strategy Paper (PRSP) assumed a capital-output ratio of 2.7. No doubt 
there may be some idle capacity and therefore a minimum level of investment as a percentage of GDP of 26 
percent by the year 2010 has been projected. The maximum level of investment of 22.6 percent of GDP was 
observed in 1964–65 but that was the time when the foreign capital inflows were 8.5 percent of GDP. In 1992–
93 the investment level was 20.6 percent of GDP. Leaving these two years aside Pakistan’s investment levels 
have been less that 20 percent. Given that the investment was just 18 percent of GDP during the last year, can it 
be raised to 26 percent in just five years? Considering the past experience of Pakistan it does not look possible. 
However, the experience of other countries such as China, Singapore, Malaysia, and many similar countries 
suggests that the investment level can exceed 40 percent. However to reach that level there are certain 
prerequisites. We have to ensure that there are sufficient resources for investment and that the private sector 
finds it profitable to invest in Pakistan.  

 Pakistan has a savings rate of 17.5 percent and that too has increased in recent years. Otherwise the 
savings rate has been in the range of 13 to 14 percent of GDP. Even if a marginal propensity to save of 25 
percent is assumed, the country would need $ 5 billion foreign capital inflow in the year 2009–10. Considering 
that real foreign private investment is only about $0.5 billion, the remaining will have to come from 
privatization or foreign grants.  

 The present level of 3.5 percent of PSDP is expected to rise to 7 percent. Would there be sufficient 
resources?  The perception of the private sector will have to be changed. Investors will have to believe that they 
should invest in Pakistan.  

 If the investor’s confidence is restored, there is capital inflow of about $ 4-5 billion annually, and 
marginal propensity to save of 25 percent, then investment may rise to 26 percent and hopefully the growth rate 
of GDP may rise to 8 percent. Based on the growth rate of around 8 percent with employment elasticities 
ranging between 0.3 to 0.4 (and not 0.7 observed in the 1990s) would be sufficient for reducing the 
unemployment rate to around 4 percent by the end of the MTDF period. Based on these assumptions, the 
Planning Commission suggests that by the year 2010, poverty will go down to 20 percent and further to 13 
percent by the year 2015. This 13 percent is the target for 2015. In 1991, the headcount was at 26 percent; 
halving of this requires 13 percent.  

 Another important question is the quality of data to estimate poverty. Neither the government nor the 
researchers are happy with the data because they feel that the Federal Bureau of Statistics is overstating the 
poverty numbers; they felt that the sample design was wrong, but it was found that there was nothing wrong 
with the data. However, there can be non-sampling errors which need to be rectified but that may not have any 
impact on trend in poverty. Absolute numbers could be subject to an error.  

 Let me conclude. If GDP grows at a rate envisaged in the MTDF and if growth is pro-poor implying 
higher growth rates of micro- and small-scale industries through a level playing field, there is a large likelihood 
to meet Millennium Goal 1. 

 But there are big gaps—because for investment to rise, there are a large number of prerequisites which 
the Planning Commission has pointed out to the National Economic Council. Now whether the government will 
be able to overcome those prerequisites—like, for example, reducing the cost of transaction and bringing the 
prices of electricity to competitive levels — and if growth rates do rise to 8 percent, and investments do rise and 
savings do rise, then there is a possibility that we may achieve this target. But if we are skeptical and say that, 
sorry, the 8 percent is not possible and it will not be pro-poor growth, then it is very difficult to conceive that we 
are going to achieve our targets.  
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Comments 
 
Rajul Pandya-Lorch, Head, 2020 Vision Initiative, IFPRI 
 

I will dwell more on the global issues and relate these to the questions you are asking yourselves in Pakistan. As 
you can see from Mr. Sartaj Aziz’s point this morning about the global progress in achieving the MDGs, the 
questions you are asking yourselves in Pakistan are similar to the ones being asked globally. Are we on track for 
achieving the MDG goals for hunger? If you look at the second and third columns in the first figure, they give 
you the rate of progress during the 1990s in tackling hunger. The sad news is that basically we had a reduction, 
at the global level, of only 9 million in the number of hungry people. If we are to achieve the MDG, which is to 
halve the proportion of the people who are hungry, then we would have to basically reach a poverty level of 610 
million. That implies a reduction of about 200 million by the year 2015. If we are serious about achieving the 
World Food Summit (WFS) goals, which is to halve the number of hungry people, we will have to reach 
basically a poverty level of 412 million in 2015. If we achieve a reduction of only 9 million in the 1990s, what 
confidence can we possibly have of reducing this number by another 200 million or so by 2015 to reach the 
MDG goal or by another 400 million or so to reach the WFS goal? We are definitely off track in realizing the 
hunger goal. 

 Are we on track in achieving the poverty goal? Here we are looking at it in terms of numbers. As you 
will see from the second figure, the number of poor people has been reduced by about 126 million or so in the 
last decade. That still leaves us with 1.1 billion people who live on less than a dollar per day. Projections suggest 
there will be 913 million who will be absolutely poor in 2015. In proportion terms, we have to just reach a 
slightly lower number to achieve the MDG goal. But please note that even after achieving this goal, we are still 
left with 913 million who are absolutely poor. We really do have a lot of people who are still in hunger and 
poverty by the year 2015. Nevertheless, the MDGs give us something to aspire for.  

 We are focusing so much on the group of absolutely poor people with incomes of less than a dollar a 
day, but the next group of people who have an income of between one and two dollars a day is rising 
dramatically. As the third slide shows, by the year 2000, there are about 2.7 billion people who are living on less 
than three dollars a day, and their number is growing. Essentially, this population of between one and two 
dollars a day is a very vulnerable population that can slip very quickly with sudden shocks into the absolute poor 
group. 

 I want to come then to some questions that I would like all of us to ask of ourselves. These are 
questions that may also pertain to Dr. Kemal’s presentation. Is it that we do not know what we need to do to 
achieve the MDGs? After the wonderful day of presentations and in fact the diagnosis of the last 30–40 years, 
the essential question becomes, is it that we do not know how to do it or is it that we do not know what we need 
to do? Are we not focusing as much as we need to on these two questions? How do we translate knowledge into 
implementable interventions? Or is it that we do not have the resources to do what we need to do? 

 Coming to Dr. Kemal’s point, do we not have enough resources—financial, human capacity, and 
others—to achieve the MDG goals? Do we need to spend more money? Do we need to spend the existing 
money, and are we allocating the resources appropriately? I come back to the point made by Dr. Akmal Hussain 
earlier that dealt with the composition of our investments and the composition of our growth. In the last year or 
so, we have had some major reports coming out which make a strong plea for increasing allocations of aid. I ask 
myself that, is it that we need money, or is it that we need to know how to better spend our money? And then I 
ask myself a very cynical question, and I apologize for asking this, but I think we need to be honest. Do we 
really want to achieve the MDGs? I mean, are we prepared to make the commitments which we want to at the 
political level? Do we have the will to achieve these? And why do we talk so much about achieving them and 
not talk so much about how we will do it, and talk even less of the political will that is required and how we can 
generate it to achieve the MDGs? Are we involving the various actors? Are we empowering the various actors? 
Can one empower them? Or is it more for themselves to empower themselves? So I ask, how are we going to 
seriously achieve these goals, and do we really have the will to do it?  
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Summary of General Discussion 
 

The discussion covered a range of issues, including commitment to MDG goals, optimal policies for poverty 
reduction, and ensuring data quality for appropriate decision-making. Some of the participants raised concerns 
about the sincerity of commitment on the global and national level to achieve the MDGs and cited past 
experience of goals not being reached. They argued that the motivation behind striving to reach the goals should 
be more than mere compliance with the World Bank and IMF recommendations, nor should resource limitations 
be an excuse for not fully committing to MDGs. One of the participants proposed the idea of a penalty system 
for both the developing countries and the donor community to impose international peer pressure to work on 
poverty alleviation. 

 The participants discussed whether relying on the growth alone and the subsequent trickle down effect 
would be sufficient to generate broad-based reductions in poverty. Many agreed that direct intervention might 
be necessary, either in the form of subsidies for the most vulnerable groups or in the form of employment 
creation. The keynote speaker stated that the recently launched employment creation program in India was a 
good experiment to watch. A similar program was also introduced by the government of Pakistan. It is now 
important to ensure that enough resources are allocated towards it and the program is implemented at the local 
levels in accordance with its original design and goals at the federal level. 

 Given the limitations and discrepancies of poverty data in Pakistan, one of the participants underscored 
the critical importance of using consistent methodologies over time to make data comparable. In addition, the 
need to introduce third party evaluations of the surveys was mentioned as a necessary step to ensure that the data 
is not misrepresented for political purposes.    
 
 
Concluding Remarks 
 
Sartaj Aziz, Vice Chancellor, Beaconhouse National University  
 

Thank you very much. I think it has been a very useful session. I will only highlight a few points with regard to 
Pakistan and then go to the global dimension. 

 One issue that Dr. Kemal has tried to explain quite usefully is that the general perception with which 
the session also started – that in the late 1980s, poverty had gone down to 17-18 percent and now it has almost 
doubled – is not borne out by facts but is based on one series generated by two researchers. In fact, Dr. Kemal 
was one of them. That series started in 1987 and finished in 1992. That series has not been continued. Then 
there was another Federal Bureau of Statistics series, which started with 26 percent and ended up with 32 
percent, and then the World Bank series, which shows that the poverty level was in fact 34 percent in 1991 and 
then it went down to 26% in mid 1990s and now it is up to 32 percent in 2002. So in fact, there is no clear 
consensus and this big jump perception that we have is not correct, but for certain reasons it has been played up. 
I think it is important that we have clarifications from people who know the numbers very well, and therefore 
we should not go away with this perception of the sharp increase in the 1990s. There has been some increase in 
recent years – drought related – but only 3-4 percent and not more. Rural poverty is much higher than urban 
poverty, almost 38-39 percent versus about 32 percent urban poverty. This fact comes out very clearly. 

 The important topic for this session was the possibility of Pakistan achieving the MDGs. I think Dr. 
Kemal has explained that the government’s MTDF – the new name for the five-year plan – has fairly ambitious 
targets. They are taking the 1991-99 benchmarks as 26 percent or 28 percent and not 32 percent, and plan to 
take it down to 20 percent by 2010, and 13 percent by 2015. It means going from 32 percent at present to almost 
20 percent by 2010. That will require an average growth rate of 7.3 percent which they have projected and 
which requires an investment ratio of 26 percent to GDP. Dr. Kemal, without saying it in so many words, feels 
that this target is unrealistic. He has pointed out the assumptions which will be difficult to achieve.  

 But at least in terms of intention, the government has taken the MDG target as a desirable goal to aim 
at and provided a rough and ambitious road map for 2010 and 2015 to achieve that goal. So, basically, in my 
view, even if we do not quite achieve the target, we can at least reverse the trend of rising poverty and start 
going down the path of poverty reduction and may be if not by 2015 but later, we will halve the poverty levels 
of 1990. 

 In this context, the whole issue of population growth rate will be a very major factor. If the slow down 
in the population growth rate that has started, which was one of the reasons why poverty did go up in the past, 
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does continue with education and other programs, then the chances of moving faster in future years will 
hopefully improve.  

 In the coming years, IFPRI’s collaboration would be very useful, because it is an objective 
international agency. So at least on the poverty estimates, which are subject to so much controversy here, some 
of your projects that take into account the methodology of estimating on the basis of accepted international 
criteria, using one or two government and non-governmental research institutions, will be a major contribution. 
In my view, setting up some kind of a monitoring road map by which the progress both on the poverty and 
hunger goal can be fed into a model would be a great contribution. Are we on track or are we not on track? Your 
model could help us answer that question. There is PIDE model and we also have the SPDC model, which with 
some modifications, can achieve that objective. I think IFPRI’s involvement will lend a certain degree of 
credibility to this whole exercise, and that will be very useful.   

 Coming to the broader perspective and the question on pro-poor growth which Dr. Qureshi asked will 
require a whole new session, but I will try to answer it very briefly. For those of you, who have studied the 
history of development economics in the last 40/50 years, will recall that in the beginning of 1950s, the concept 
of growth was rather simplistic. It was believed that somehow the investment ratio is raised to 15 percent and 
beyond, you will start getting growth rate of 5 percent and per capita income of growth of 2 or 2.5 percent, and 
therefore, “development” will take place. By the end of the 1960s, it was realized that even countries which had 
achieved 3 – 4 percent per capita income growth had not been able to reduce poverty, had not promoted full 
employment, and had not achieved the social objectives. So in the early seventies, starting with the Colombia 
Conference on the Pearson Report the process of “dethroning growth” and accepting a broader concept of 
development began to take shape. The UN system at that time took a very leading role. In 1972, the Stockholm 
Conference on environment was held followed by the food conference of November 1974, and similarly the 
population conference of July 1974, the world employment conference of 1975 which International Labour 
Organization (ILO) had organized, the Habitat conference of 1976 at Vancouver, the water conference of 1978 
in Argentina. Each conference tried to come up with a broader conceptual framework of social and economic 
development in that sector and concluded that poverty was the main cause of hunger and not shortage of food. It 
was also one of the causes of deforestation.  

 Unfortunately, before these global level issues and concepts were converted and operationalized into 
national level strategies, we had the crisis in Latin America – the oil crisis in which their economies suddenly 
collapsed, per capital income declined in the wake of a major economic crisis. That is when the World Bank and 
the IMF took over the leadership of this process from the UN and led to the Washington Consensus on the basis 
of a package which was geared to Latin America. It focused on how to reduce the current account deficit, how 
to increase exports, and how to bail out the countries in crises. Somehow that package got extended as a global 
panacea through a series of adjustment programs, with a focus on deregulation and privatization, and relegating 
that very meaningful process of understanding more deeply the broader concepts of socioeconomic 
development. The need for a policy framework which will maintain a growth rate yet achieve more balanced 
growth unfortunately got derailed. People wrote about this. Academic level discussions went on, but in terms of 
the dominant policy prescriptions that developing countries got, it was the Washington consensus and the 
liberalization for a free market economy. In the process, there has been a gradual increase in inequality in the 
wake of globalization, most poor countries became poorer and per capita income in Africa in 2001-03 was lower 
than that in 1980s in real terms.  

 In 1990, the UNDP with its Human Development Report re-entered the debate which was intensified 
by a new series of UN conferences, at summit level referred to earlier. When the 1995 Copenhagen Summit 
came up with the halving poverty goal, the World Bank also shifted its attention to the issue of poverty with 
poverty reduction strategies and the IMF changed the name of ESAF into Poverty Reduction and Growth 
Facility. As Dr. Kemal said, this happened without changing the policy prescriptions, because if the IMF really 
wants to pursue poverty, it will have to move away from its own agenda of stabilization in many cases, because 
by definition, the two do not always work together.  

 As we can readily see poverty has, after 20 years, come back to the top of the global agenda. This is a 
good thing. Many countries have said that they will devote a higher percentage of investment to agriculture and 
poverty reduction. These are useful policy changes. Now the Blair Commission on Africa has come out with its 
report for canceling African debt, doubling foreign aid, and giving trade concessions. So hopefully something 
positive will happen. But the real solution lies at the national level. The real obstacles, in my view, are political, 
and they have to do with power structures. You will notice that countries which have succeeded in poverty 
reduction are either socialist countries in which the power structure is pro-poor, or democratic societies where 
the poor have at least a chance to vote every five years, as they did in India and voted out BJP because they 
were not benefiting the poor. Where there is a one-man or one-party rule or states dominated by feudal lords or 
with skewed ownership of assets, have a much lower probability of success. I think the recent SPDC report, 
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which has just been completed, clearly shows that out of 1 rupee growth in Pakistan, 48 paisa go to the top 20 
percent and only 7 paisa goes to bottom 20 percent. Therefore, unless the growth is very high, the poverty 
objective is hard to achieve in the face of such wide disparities. 

 The real obstacles to poverty reduction are thus basically political. A major breakthrough towards 
poverty reduction will require a much greater political will in one form or the other. Unless that happens, the 
progress will be slow; but even then, if the people do get organized, the women get organized, and the 
empowerment process starts from below and there is enough political leadership and pockets of power which 
can support them and institutions that can enforce this process, then at least the increase in inequality can be 
prevented without slowing down growth. So this is basically a learning process in the poverty business. I think 
in the majority of countries, this awareness is there, and these kinds of targets, even if unrealistic, give us a good 
basis for moving forward. So with these words, we may end this session and straightaway move to the closing 
session.  
 



CLOSING SESSION 
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Closing Remarks 
 
Isher Judge Ahluwalia, Chair, IFPRI Board of Trustees  
 

Friends, you will agree that we had a series of very impressive presentations and very energetic debate and 
discussion. There is no dearth of innovative debate whenever we have discussed any issues in this part of the 
world. Some messages are very clear from the presentations and discussions. In fact, in the brilliant summing up 
which we had in the preceding session from Sartaj Aziz Sahib, we have already got a feel for what the seminar 
has been all about. But as a trustee of IFPRI, I think I speak for my colleagues when I say, and Ashok will 
follow after me with his view of what IFPRI researchers take away from it, that we have also taken a lot of 
messages from this seminar. 

 We all agree that sustained high growth is necessary but not sufficient for poverty reduction. We also 
learned that high agricultural growth is not sufficient for rural poverty reduction. Volatility of agricultural 
growth can pose problems. Inadequate growth in the nonfarm sector stands as an obstacle in the way of rural 
poverty reduction. Most of us are agreed on this. Differences begin to arise when we go beyond this to ask how 
we are going to bring about poverty reduction, and here there were one or two very heartening things that we 
heard this morning. There was a time when we talked of poverty, we really talked only of the poverty 
headcount, and I was very happy to see in the presentations definitions of poverty which went beyond income 
poverty, which talked about health, education, and other indicators. They need to be mainstreamed. 

 We may have in India reduced poverty to 17 percent in terms of headcount, you may have reduced it to 
20 or 26, depending on which estimate you take, but the truth is if after more than 50 years of independence, we 
managed to do just this, it is certainly not enough. What we really should be doing is redefining poverty, raising 
the bar, and then saying that 25 percent or 30 percent of our people are still below the bar.  

 Direct poverty alleviation programs, at least in India, are very good in transition. But they are not 
sustainable solutions. For sustained poverty reduction, there is no solution but sustained high growth, ensuring 
that this growth is pro-poor through changing the composition and doing the number of things that were pointed 
out in the presentations.  

 Far be it from me or any of us here who are guests in your country to say what we think is a better way 
of getting there. We really have been looking at what all the differences are in what the researchers and 
policymakers have been saying. Certainly, a lot of it rings the bell, and therefore, in some sense, we are 
comforted that these problems are not problems of just our country. They are really common to many of our 
developing countries. We from IFPRI have mostly listened and not talked as much, because the idea was to go 
back with issues as researchers and policymakers. I am sure IFPRI researchers have been taking notes on where 
IFPRI’s research collaboration and interaction with policymakers here should lead us in terms of the future 
agenda for research.  

 In closing, I would like to express our deep gratitude, particularly to Sartaj Aziz Sahib, for making this 
conference possible and being such a splendid host.  
 
 
Closing Remarks 
 
Ashok Gulati, Director, Markets, Trade and Institutions Division, IFPRI 
 

Honorable Isher Judge Ahluwalia, Sartaj Aziz Sahib, and distinguished delegates. Let me start with a special 
note of thanks to Sartaj Aziz Sahib, who only three days back was with us in Delhi. That is double thanks, one 
as a host here, but more than that for your coming to Delhi and guiding us in the process and gracing that 
occasion that was wonderful, along with Dr. Sarfraz Qureshi and Dr. Sohail Malik. 

 We have discussed some very significant issues this morning. Poverty is staring us right in our face. 
We had certain key issues on the table early this morning with Pakistan’s growth rates in agriculture of around 3 
to 4 percent and rural poverty increasing. The chairman of that particular session, Mr. Qureshi, said we should 
include the structure of landholding, maybe the WTO, maybe marketing, or maybe water as the key underlying 
reasons.   

 Then we had agro-industrialization and how to go about it; and then we had some very important 
discussion on the MDGs.  
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 What do we take from here and how do we go about making a difference in the business that we are 
doing? IFPRI has been in this region for quite some time. Particularly, in Pakistan, it has worked for long—so 
much so that in the morning it was said that the data which IFPRI generated led to 140 M.Sc. theses and about 
23 Ph.D. theses. It is not only what IFPRI has done but many people from this region, including Pakistan, have 
contributed back to IFPRI in a big way. Mr. Sartaj Aziz is right here. He has been a mentor and a friend and a 
guide through many of IFPRI’s senior bodies. Sohail has been associated with IFPRI for a long time. There was 
some lull of about seven or eight years when IFPRI research in Pakistan was somewhat subdued after 1994–95. 
But as many of you may recall, in 2003, Joachim von Braun, the director general of IFPRI, and myself paid a 
special visit here and met the minister and had a session chaired by Mr. Sartaj Aziz to decide on the key issues 
and how to restart our work program. That was a part of an exercise we were stepping into called the South Asia 
Initiative. The idea was to bring closer together the policymakers, the policy advisors, and the researchers of the 
region. We started off the work on the key issues. In fact, Dr. Sarfraz Qureshi is one of the founding members of 
what we call the Policy Analysis and Advisory Network for South Asia (PAANSA). The issues that were at that 
time prioritized for research were trade and food security linkages. We started a project with the Pakistan 
Institute of Development Economics, which was our first partner. Last year, we had a seminar in Islamabad in 
collaboration with the University of Faisalabad and Innovative Development Strategies. We had a five-day 
program here with them, and we started off launching studies on high value agriculture in association with the 
Pakistan Agricultural Research Council, and hopefully we will be signing a MoU with them.  

 Although our headquarters are in Washington, we are not a part of that Washington consensus. What 
we bring on the table is the developing countries themselves in prioritizing the issues first. That is where the 
body of wise people in the region—the PAANSA group—is very useful for us. Because they help us prioritize 
the research gaps and the research that needs to be done. So it is more of a demand-driven process determined 
by the people of the region. There is a global flavor that we bring. That is our comparative advantage. But the 
process is bottom up from the region. IFPRI is the global stratifier. We want to take that process further.  

 We are here to listen. We will take what we have heard in the region—there have been several such 
workshops over these weeks—and distill this information.  

 Now, so far, the experimentation that we had been doing under this program, we have reasonably tight 
controls from Washington. We have to ensure quality control. Nothing can be a public good unless it is duly 
peer reviewed, and we have to ensure that it meets the particular trademark and that there is a reasonable quality. 
Mr. Sartaj Aziz suggested a joint leadership in the region, and some of the countries can take direct leadership 
and take certain particular topics in which research needs to be done along with other countries. But the other 
experiment that we launched very quickly was setting up the group of policy advisors and policymakers. Mr. 
Sartaj Aziz is a member of the PANSA group. Dr. Manmohan Singh was a member of the PAANSA group, and 
Mr. Syeduzzaman of Bangladesh is also a member. All these gentlemen have been policymakers. Now we want 
to add another layer of students who are doing their Ph.D.s and are committed to development mission through 
agriculture and food policies. We want to add a layer of these students across five, six, seven countries of South 
Asia so that they can also come together and share their ideas and research on the same table. Those will be the 
people who will take the baton to the next level. After five to seven years, these youngsters will take the lead 
from us and carry on the process of learning and sharing knowledge with each other. That is where we feel there 
is hope of creating synergy and finding out whatever best options for policies are there for our own benefits. 
With these words, I would like to thank everyone right here, especially Mr. Sartaj Aziz, who has been a 
wonderful host, and Sohail, sitting at the back, driving everything from the back, and I would also like to thank 
Rajul and Oksana, especially for coordinating from the Washington end. 
 
 
Closing Remarks 
 
Sartaj Aziz, Vice Chancellor, Beaconhouse National University  
 

This brings us to the end of the seminar. We have already heard from the chairpersons of each session, who 
summarized the issues coming up in their sessions. So no elaborate summary is, therefore, called for except to 
point out two or three lessons or conclusions that seem to emerge, in my view.  

 First, the subject (i.e. the role of agriculture in poverty reduction) is very relevant, because agricultural 
growth is necessary for poverty reduction. But I think the seminar also brought out that in case of Pakistan, the 
pattern of agricultural growth that we need in the future would be different from the past 20/30 years. The Green 
Revolution was focused on some of the major crops, like wheat and rice. That process was primarily 
government driven partly through government supported input supplies and partly through government price 
support policies. Now we are entering a phase where the potential lies in high-value crops, and therefore the 
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future agricultural strategy has to be based on diversification to high-value crops through a market-driven and 
private sector-driven strategy. This is a very major departure, because our institutions, our policy framework, 
and the marketing channels are not quite geared to this new phase of development, which requires linkages with 
processors, with supermarkets, and hopefully with exporting chains. This kind of institutional development to 
support both diversification to high-value crops in terms of production and the linkages with the processors and 
marketing requires very rapid action to move in that direction. As we discussed, this is critical for poverty 
reduction, especially for the small farmers who have only 2 or 3 acres only. The income they get from their 
small farms is not enough, but if they produce high-value crops in which they get higher return per acre from 
those crops, they have a better chance of poverty reduction. In terms of the high-value crop, it is important to 
understand that the perishability of the crop is directly proportionate to the value added. So, the entire value 
chain that is required to look after these high-value crops is much more complex and, therefore, has to be 
properly managed.   

 In the discussion of industrial sector or SMEs, it is very critical to recognize that while they are 
important for poverty reduction, in the name of equity, we cannot move away from the efficiency criteria, 
otherwise they lose their competitiveness. Dr. Zafar Altaf pointed out a number of areas that are impediments to 
competitiveness and identified the institutions that would enable us to get full benefits.  

 We had a very interesting discussion both for Pakistan and for the region on resource management 
issues. Without water management, better soil management, better use of our natural resources to sustain the 
resources, we cannot go very far. We also need to focus on small farmers, both in terms of credit and marketing.  

 So these are some of the important conclusions. I hope that the research agenda which comes out of 
this entire discussion here and in other countries of the region will lead to a very useful collaboration between 
IFPRI and other research institutions.  

 In conclusion, I would like to thank IFPRI, Dr. Isher Ahluwalia, and her colleagues on the Board of 
Governors, as well as Ashok and all the staff members of IFPRI who are here today, both for their active 
participation in the seminar and for starting what I think is a new phase of collaboration at a very critical 
juncture in our research for better agricultural growth and better poverty reduction strategies. I hope when we 
reassemble three or four years from now, we would see very good results in terms of research and policy 
conclusions, which come out of these deliberations, and the network of research institutions will hopefully lead 
to more effective poverty reduction. It is my hope that these networks will function and the process of the 
interchange and fertilization of ideas will go on. I may also thank all the organizers and the large number of 
workers who were behind the scene to make the seminar a success, and thanks to all the participants, because 
the level of discussion from the floor was certainly very good and contributed richly to the discussion as well as 
the conclusions. So with these words, we come to the end of this very interesting and useful seminar.   
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WORKSHOP PROGRAM 
 

IFPRI-BNU SEMINAR 
 

“ROLE OF AGRICULTURE IN POVERTY REDUCTION IN PAKISTAN” 
March 12, 2005 

 
8:30–9:00 REGISTRATION 
 
9:00–9:45 Welcome and opening remarks 

Chairperson:  
Sikander Hayat Khan Bosan, Federal Minister for Food, Agriculture and Livestock 

 Speakers:  
  Isher Judge Ahluwalia, Chair, IFPRI Board of Trustees 
  and 

Sartaj Aziz, Vice Chancellor, Beaconhouse National University 
Closing comments:   

Sikandar Hayat Khan Bosan, Minister of Food, Agriculture and Livestock  
 
9:45–10:15 COFFEE BREAK 
 
10:15–11:30 SESSION 1:  
 Rising Poverty Trends: Causes and Remedies  
  Co-Chairs (opening remarks and closing comments): 
   Salman Shah, Advisor for Finance to the Prime Minister of Pakistan 

 and 
 Mohamed Ait-Kadi, President, General Council of Agricultural Development, 

Ministry of Agriculture, Rural Development, and Forestry, Morocco 
 Speaker:  

 Syed Akmal Hussain, Distinguished Visiting Professor, Beaconhouse National 
University 

Discussant:  
Regina Birner, Research Fellow, Development Strategy and Governance Division, 
IFPRI 

General discussion 
 
11:30–12:45 SESSION 2:  
 Key Agricultural Policy Issues in Pakistan 

Co-Chairs (opening remarks and closing comments): 
Shah Mahmud Qureshi, Member, National Assembly of Pakistan 

 and 
Masayoshi Honma, Professor of Agricultural and Resource Economics, Tokyo 
University  

 Speaker:  
Zafar Altaf, former Secretary, Ministry of Food and Agriculture, Pakistan  

Discussant:  
David Orden, Senior Research Fellow Markets, Trade, and Institutions Division, 
IFPRI  

 General discussion 
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12:45–14:15 LUNCH BREAK 
 
14:15–15:30 SESSION 3:  
 Rural Industrialization: Obstacles and Prospects  

Co-Chairs (opening remarks and closing comments) 
 Sartaj Aziz, Vice Chancellor, Beaconhouse National University 
 and 
 Isher Ahluwalia, Chair, IFPRI Board of Trustees 
Speaker:  

Suleman Ghani, Chairman, Planning and Development Board, Government of 
Punjab 

 Discussant:  
  David Spielman, Postdoctoral Fellow, ISNAR Division, IFPRI 
 General discussion 

 
15:30–16:00 COFFEE BREAK 

 
16:00–17:45 Session 4 
 Pakistan’s prospects for achieving the Millennium Development Goals on poverty and 

hunger 
Co-Chairs (opening remarks and closing comments) 
 Isher Ahluwalia, Chair, IFPRI Board of Trustees 
 and 

Sartaj Aziz, Vice Chancellor, Beaconhouse National University 
 Speaker:  

  A.R. Kemal, Director, Pakistan Institute of Development Economics (PIDE) 
  Discussant:  
   Rajul Pandya-Lorch, Head, 2020 Vision Initiative, IFPRI   
  General discussion 
 
17:45-18.00  Closing Comments:  
   Isher Ahluwalia, Chair, IFPRI Board of Trustees 
   Ashok Gulati, Director, Markets, Trade and Institutions Division, IFPRI 

  Sartaj Aziz, Vice Chancellor, Beaconhouse National University  
  
 
 
 
 
 
 


