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Chapter 5: Low Income Asia

Of the more than one billion people in the
Low Income countries of Asia, about half live in
absolute poverty. Four large countries—Bangla-
desh, India, Indonesia, and Pakistan—contain
about two-thirds of the world’s absolute poor.
The main reason for the stagnation in the living
standards of the Asian poor has been slow eco-
nomic growth.

In these predominantly rural economies, the
key to alleviating poverty is to accelerate the
growth of agricultural incomes, because the
majority of the populations and of the poor live
in rural areas and earn incomes directly linked
to the growth of agriculture. The growth of non-
farm incomes in rural areas (from rural services

35. Dependence on Agriculture in Low Income
Asian Countries

Percentage of Agricultural
Population in Product as
Rural Areas, Percentage of
1975 GDP, 1976
Bangladesh 91 59
Burma 78 47
India 78 47
Indonesia 81 29
Pakistan 73 32

Viet Nam 83

.. Not available.
Source: World Development Indicators, Tables 14 and 3.

and ancillary manufacturing activities, for
example) also depends on the pace of agricul-
tural growth. These sources of income can be
extremely important to the very poor in rural
areas who do not own land and to small
farmers who rely on wage employment as a
source of supplementary income. The growth of
agriculture also is an important factor in indus-
trial growth: a large part of domestic consumer
demand for industrial products depends on agri-
cultural prosperity, and a significant proportion
of manufacturing activity (an estimated 40 per-
cent in India, for example) is based on agricul-
tural raw materials.

Within the rural sector, at the core of the
poverty problem are families who either own
and cultivate very small holdings of land or
own no land at all. However, the fortunes of the

36. Marginal Farmers and Landless Households

in Low Income Asian Countries
{Percentage of rural households)

Bangla- Indo- Paki- .
desh India nesia stan
1967-68 1971 1971 1972
Landless 31 10 33 34
Less than
0.5 Hectare 22 30 31 3
0.5-1 Hectare 17 16 = 4
Total 70 56 64 41
Number of
Households
{(millions) 7 44 13 3

Note: The data in this table come from official sources in
each of the countries. They are not strictly comparable and
should be construed only as orders of magnitude.

*A marginal farm in Indonesia is defined as less than 0.5
hectare.

marginal farmers and the landless cannot be
isolated from those of the rest of agriculture,
and specific programs to help these disadvan-
taged groups cannot succeed without growth
and change in agriculture as a whole. The rural
poor are part of an ancient and well-established
social structure, and efforts to improve their
productivity without regard to this structure are
likely to be frustrated. Also, much of the develop-
ment needed in agriculture requires investments
that are not divisible, especially irrigation
programs for both surface and ground water.
Therefore, agricultural development programs
must be designed to raise agricultural produc-
tivity across the board while ensuring that the
small farmer has equitable access to modern
technology and inputs, and that the potential
for employment is not lost through uneconomic
use of labor-saving farm equipment.

The next section considers the potential for
more rapid agricultural growth and the condi-
tions for greater industrial dynamism. It is fol-
lowed by three sections that consider issues
relating to the distribution of the benefits of
growth: raising the productivity and incomes of
small farmers, especially tenants; policies to
encourage the growth of employment, including
the use of public works schemes; and the demo-
graphic pressures on scarce resources.

Accelerating Growth

The projections in Chapter 4 show a rapid
increase in the rate of economic growth in Low



Income Asian countries. The increase is predi-
cated on a large rise in domestic savings and,
most importantly, on a doubling of the rate of
growth of agriculture,

37. Growth in Low Income Asia, 1960-85
{Average annual percentage growth rates,
at 1975 prices)

1960-70 1970-75 1975-85

Gross Domestic Product 2.4 3.9 5.1
Agriculture 1.4 1.5 3.0
Agriculture

" The burst of agricultural expansion in some
parts of Asia in the 1960s based on the intro-
duction of high-yielding seed varieties, which
has been dubbed the Green Revolution, appears
to have slowed down, and agricultural produc-
tion has grown rather slowly during 1970-75.
Most observers agree that this performance is
well below the potential of the region, taking
account of technological conditions and the
existing infrastructure. The remarkable tech-
nological advances in genetic adaptation and
cultivation practices over the last two decades
have created yield potentials for both small and
large farmers that have still not been fully
exploited, although urgent attention must be
given to further seed development covering a
larger number of crops. With concerted efforts
to remove obstacles that are already well recog-
nized, it should be possible to raise agricultural
growth rates to, and possibly even beyond,
the projected 3 percent a year during the next
decade.

The sources of potential growth in agricul-
tural production are very different in Indonesia
and South Asia. In the latter, the extension of
cultivated area has now approached its limits
and further increases in production will depend
on increases in yields. In Indonesia, only about
half of the cultivable area is so far under cul-
tivation. The problem lies in the exireme con-
centration of population in a few islands while
the land in the other islands is underused:
Java, Bali, and Madura have two-thirds of Indo-
nesia’s population on only 7 percent of the land.
Because of fertile soils and favorable climatic
conditions that permit multiple cropping, Indo-
nesia’s rice yields are high, enabling these is-
lands to support a population denser than in
Bangladesh. But with rising demographic pres-
sure, land has been fragmented into smaller and
smaller holdings: the average farm size in Java,
Bali, and Madura is only 0.6 hectare and rural
households depend heavily on non-farm in-
comes for their minimum consumption needs.

Although rehabilitation of the old irrigation

systems could increase yields in the densely
populated islands, especially of food crops such
as maize, soybeans, and cassava, Indonesia’s
major source of accelerated agricultural growth
will be the development of the other islands.
Encouragement of migration is a part of official
policy but the actual movement of people is
still very small, probably not more than 30,000
families a year.

In South Asia, an immediate source of gains
in productivity is the improvement of simple
crop management practices, beginning with in-
creased plant density and proper plant spacing,
followed by the use of good seeds, seed treat-
ment, proper tilling, weeding, and betier prep-
aration of seed beds and nurseries. These
improvements are capable of raising yields sub-
stantially without any increase in inputs other
than labor and better use of information. Re-
cent experience in India suggests that yields
could be increased through such measures by
10 to 30 percent on rainfed land and by 25 to
50 percent on irrigated land. How fast the in-
creases can be realized will depend on how
rapidly agricultural extension services can be
made more effective. Efforts to improve the
extension service in India by enforcing rigid
visit schedules and relieving extension agents
of other tasks have proved remarkably encour-
aging. While it is still early to make a definitive
judgment, it would appear that production in-
creases of 1.5 to 2 percent a year in agriculture
for a decade or more might be possible solely
on the basis of existing infrastructure and levels
of inputs, if there is substantially better trans-
mission of knowledge and more intensive use
of labor.

Further increases in yields can be obtained by
making fuller use of scarce land through mul-
tiple cropping. One of the most important pre-
requisites for this is water. At present, only 10
to 15 percent of the agricultural land is used for
multiple cropping in India and Pakistan, and
about 40 percent in Bangladesh, compared with
nearly 90 percent in the Republic of China,
where the irrigation system is well developed.
In currently irrigated areas, increases in crop-
ping intensity require improved arrangements
for sharing water: farmers, including those with
downstiream holdings, need to be confident in
advance of planting decisions that they will
receive their entitlement of irrigation water.
Multiple cropping generates a very high demand
for labor, with significant benefits for under-
employed smallholders and for the landless who
depend entirely on wage incomes. But raising
cropping intensity to more than two crops a year
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is difficult. It depends on varieties of crops that
mature quickly, and requires careful and scien-
tific management so that activities are appro-
priately timed. Efficient marketing arrangements
need to be complemented by distribution net-
works that ensure that inputs and services are
available on time and to all, including small
farmers.

Further productivity increases beyond those
obtained by changing cropping practices require
additional inputs such as better seeds, nutrients,
and pesticides, as well as water. With water
available at the right time, and increased use of
high yielding seeds and nutrients, yields that
are 20 to 120 percent higher are possible under
irrigated conditions, depending upon the crop
and variety sown. In most rainfed areas, the
potential is far smaller, unless there is a major
research breakthrough. Increased irrigation and
better water management are thus central to
raising yields and absorbing more labor in
agriculture.

There is a very large and undeveloped poten-
tial for irrigation in this region. About a quarter
of India’s present farmland is irrigated and it
is known to be possible to raise this to a half.
The development of Pakistan’s irrigation poten-
tial is much further advanced after a century
of irrigation from the waters of the Indus river
system, but more land could be irrigated, espe-
cially with further groundwater development.
In Bangladesh, water resources are abundant
but unruly: long, dry periods are followed by
flooding from the enormous Ganges-Brahma-
putra-Meghna river systems which spread out
over the vast, flat alluvial deltas. Drainage, flood
control, and minor irrigation projects are re-
quired to harness the water resources more
effectively. In Indonesia there is potential for
doubling the present irrigated area with the con-
struction of new gravity systems, and develop-
ment of swamps and tidal land outside Java.
Extensive groundwater systems can also be
exploited in the longer run. Burma has a large
potential for rapid expansion of high yielding
agriculture, especially in the reclamation and
development of the vast paddy regions of Lower
Burma, where there are still about a quarter of
a million hectares of abandoned ricelands.

Even where irrigation capacity has been built,
water is often used inefficiently. India has iden-
tified about fifty large irrigation projects built
over the past quarter century or more in which
productivity could be greatly increased with
better use of available water. An example of the
factors that reduce the efficiency of water use
throughout the region is found in Pakistan’s cen-

tury old irrigation system in the Indus Basin.
Wasteful water management and poor mainte-
nance can be blamed in large part on the hier-
archy of social relationships among farmers.
Large and influential farmers are usually able
to get their water allocations in full and on time,
regardless of the total amount of water avail-
able; their allocations are likely to be larger than
are needed for economic use (although not from
the users’ viewpoint) because nominal water
charges are unrelated to the amounts used.
There is a huge waste of water; as a result the
supply to a large section of the command aréa
is inadequate and erratic, and the size of the
command area itself is uneconomically limited.
Farmers favorably placed in this system, who
are usually also those with most influence on its
care and operation, have little incentive to main-
tain the irrigation channels. This has led to
serious deterioration of the watercourses. Con-
tributing to the deterioration is the grossly
inadequate provision of public funds for main-
tenance, and legislative and administrative pro-
visions that curtail the responsibility of irri-
gation authorities for the condition of the
distribution systems below the head regulators.
Efficiency of water use in the command area of
the Indus Basin area of Pakistan has been esti-
mated at 20 to 25 percent below its potential.

In many places, irrigation systems are less
efficient than they might be, because their de-
sign characteristics are antiquated, or because
farm holdings are fragmented into large num-
bers of irregular plots. Many of the systems are
old, or built tc design philosophies not suitable
to intensive agriculture, Modern designs for new
systems and renovation of old systems can add
substantially to the amounts of water available
at the lower end of the command area, thus
easing the redistribution of water and expand-
ing the total irrigated area.

Fragmented holdings reduce the profitability
of investing in tubewells and pumps. Innova-
tive small-scale technologies, such as shallow
tubewells, still need to serve a minimum are€a
of three to four hectares to be economic,
whereas the average farm holdings, to say noth-
ing of farm “fragments,” are frequently smaller
than this. In northeastern India, where the
groundwater potential is great, the average farm
is less than two hectares, and this may be di-
vided into half a dozen separate plots. Tubewell
development is thus limited unless there are
satisfactory arrangements for sharing water
among farmers—arrangements that are diffi-
cult to reconcile with rural social hierarchies to
the satisfaction of smaller cultivators and credit



institutions. In Indonesia, the average farm is
only about one hectare and divided into three
parcels. In all countries, population growth is
likely to increase fragmentation with present
inheritance patterns. Legislation on the mini-
mum size of plots could help to mitigate these
effects.

Consolidation of fragmented holdings has
been an objective of agrarian policy for many
decades in Low Income Asian countries. It serves
other objectives besides efficient water distri-
bution—for example, land leveling and shaping,
reducing the land used in boundaries, and cut-
ting the time required to travel among plots. It
also simplifies land use planning. But little land
has actually been consolidated. Even where it
has, the consolidation has generally been incom-
plete and not in accordance with any systematic
plan for land, scil, and water development.

One requirement for greater progress in con-
solidation is an accurate updating of land rec-
ords to establish land and cultivation rights.
This is a difficult task for tenanted land but is
manageable with official support. The latter,
however, is sometimes lacking, because of land-
owners’ concern that the enforcement of ten-
ants’ security and other tenancy reform regula-
tions may portend the implementation of land
ceiling legislation. Nevertheless, both tenants
and landlords benefit from the productive ad-
vantages of consolidation. The possibilities for
enlisting their common interest in support of
consolidation have been demonstrated in a few
places in India, and could be much more widely
pursued in South Asia. Consolidation would be
facilitated if it were made a compulsory part of
a package of public land and water develop-
ment, which simultaneously provided employ-
ment for surplus rural labor while enhancing the
value of land.

Throughout Low Income Asia, increased em-
phasis must be given to projects that will yield
quick results in order to increase farm incomes,
including completing work on large-scale irri-
gation projects started earlier, so that water can
reach the farms. It will also involve accelerating
programs for installation of tubewells and low
lift pumps, rehabilitation of water tanks, and
extension of existing command areas. While such
investments can yield relatively quick returns,
accelerating development in these areas will
require large increases in investment and a great
expansion in the number of trained technical
and administrative personnel. The latter are
unlikely to become available unless there is con-
fidence that increased levels of investment can
be financed. To maintain accelerated growth in

irrigation, it will also be necessary to include in
current programs adequate resources for the
preparatory work for major new facilities, with-
out which the momentum of irrigation develop-
ment will suffer. The expansion of irrigation is
unlikely even to approach the scale required
without large increases in international financial
assistance on concessional terms, on an assured
long-term basis to permit the necessary planning.

Industry

There have been periads of rapid industrial-
ization in the past two decades, but in recent
years growth of production has been uneven
and generally sluggish, while the contribution
of industry to employment has been modest. A
common element in the industrialization strate-
gies of Low Income Asian countries has been a
high level of protection from import competi-
tion and a preoccupation with the expansion of
physical capacity rather than competitive effi-
ciency. There have also been differences in
strategy: India has emphasized industrial self-
sufficiency based on major government invest-
ments in industry and detailed planning of
inter-industrial linkages; Pakistan up to 1970
relied mainly on the growth of private enter-
prise induced by large incentives tailored to the
requirements of individual industries. Despite
these different approaches, the main character-
istics of the industrial structure today are high
production costs and excess capacities. The
poorest industrial performance in recent times
has been in the manufacturing of consumer
goods. This reflects the slow and uncertain
growth of demand from agriculture and the lack
of sustained and reinforcing momentum within
the industrial sector.

With a more favorable policy environment,
industry can clearly grow much faster than it
has. Some of the countries in the region have
well-developed infrastructures, including a so-
phisticated network of financial and commercial
services, a broadly based capability in science
and engineering, and extensive managerial and
industrial skills. These are assets lacking in
many other developing countries even at higher
levels of income. Although, as noted earlier,
average production costs tend to be high in rela-
tion to international prices, in most industries
there are many firms, both public and pri-
vate, which have achieved high standards of
efficiency.

In India and Pakistan, the efficiency of some
firms demonstrates that vigorous industrial
growth is possible. However, they have been,
and continue to be, impeded by industrial
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policies that rely on extensive systems of
licensing and controls. These systems enjoy a
considerable measure of support from both
official circles and industrial interests, where
the fairly widespread aversion of private indus-
try to competition, whether internal or external,
links up with socially motivated official desires
to contain the economic power of the more effi-
cient firms. A major dilemma in planning indus-
trial strategy is how to resolve the conflict
between these social objectives and the require-
ments for a dynamic, efficient industrial sector
that can play a significant role in creating new
employment opportunities and in reducing the
prices of industrial goods to agricultural con-
sumers, thereby stimulating additional domes-
tic demand.

Small Farmer Productivity and Incomes

Small farmers cannot participate fully in ex-
ploiting the potential for productivity gains in
agriculture without institutional support that is
responsive to their needs. The small farmer has
many characteristic disadvantages. He is short
of cash and has less access to medium-term
institutional credit. This limits his ability to
undertake on-farm investments or use modern
inputs to the same extent as larger farmers. He
is more vulnerable to risk, and hence more cau-
tious about innovations of uncertain profitabil-
ity and about decisions whose outcome will be
affected by such uncertainties as the weather.

Despite these disadvantages, experience has
shown that with adequate access to basic inputs,
the small farmer is fully capable of raising
yields as high as those of larger farmers, and
frequently higher. The intensity of multiple
cropping is, on average, greater for small than
for large farmers, a fact of major importance
when land is as scarce as it is in the agricultural
areas of this region. In the areas penetrated by
the high yielding varieties, small farmers’ accept-
ance has caught up with the rest after some
initial delays, suggesting that small farmers are
not averse to adopting innovations once their
reliability and profitability have been demon-
strated convincingly. To spread the acceptance
of innovations more widely, small farmers must
receive strong institutional support to help meet
their demands for vital inputs—water, credit,
and information on improved cropping practices.

Of all the numerous constraints on the pro-
ductivity of the small farmer, perhaps the most
important is poor access to water. How far he
can take advantage of the improved varieties of
seed {which respond best to input-intensive
cultivation practices), use more fertilizer, or

increase the extent of multiple cropping de-
pends on whether he is assured of adequate
and timely irrigation. Even when the general
irrigation infrastructure exists, the small farmer
suffers two major handicaps in using water. The
first, which applies primarily to surface irriga-
tion, buf also to public tubewells, is that he is
generally discriminated against because of the
small size of his holding and the usually partisan
allocation of water in surface irrigation systems.
In referring to this problem above, it was noted
that it led to considerable waste of water. The
direct effect on the small farmer is, of course,
more severe. Uncertain as to when he will
receive his allocation of water and how much
he will receive, he is reluctant to adopt cropping
practices that rely on the timely application of
water, and thus continues to produce well below
his potential yield. Greater community partici-
pation in the decisions on water use, backed by
official irrigation and extension services, has
proved helpful in assuring a more equitable
and efficient distribution of water. This, in
turn, has permitted the same volume of water
to irrigate a larger area through more efficient
use and through better private maintenance of
water channels.

A further handicap for small farmers is the
lack of savings and medium-term credit to
invest in wells and other on-farm requirements
to take advantage of the irrigation potential,
Such loans, because of their large size and long
maturity, are not as readily available from
moneylenders as seasonal crop loans. Medium-
term credits for equipment and farm improve-
ments must come mainly from official and coop-
erative institutional channels, which so far have
seldom catered to and often been inaccessible
to small farmers.

The need here is not to subsidize interest
rates but to increase the availability of medium-
term credits, avoiding institutional forms that
are highly bureaucratic and inflexible. India has
moved a long way in this direction through the
large and extensive credit services provided by
the Agricultural Refinance and Development
Corporation, whose assistance is aimed to
include small farmers. In Indonesia, the BIMAS
and INMAS programs have been established to
provide support in the form of credit and mod-
ern inputs. Such institutional support is, how-
ever, not yet well developed elsewhere in
South Asia.

An important institutional handicap in lend-
ing to small farmers is collateral. If land is
required as collateral, credit becomes much less
accessible to small farmers, especially tenants,



whose rights to land are seldom properly
recorded and are not always acknowledged. If
credit institutions are to play their role in trans-
forming agriculture, they will have to be recep-
tive to continued innovation in collateral pro-
cedures. Alternatives to land as loan security
need to be explored along such lines as closer
contact with borrowers and supervision of
credit use, with extended crop liens for medium-
‘term loans.

The present systems for transferring techno-
logical innovations to small farmers are fre-
quently cumbersome and ineffectual. There are
two aspects to this problem. First, small farmers
tend to be less familiar with known crop man-
agement practices for improving yields because
they are less educated and tend to be neglected
by the extension agents. Since extension agents
are poorly paid, they are beholden to the larger
farmers in many ways and hence mare solic-
itous of their needs. They spend little time with
small farmers, who in any case rarely regard
them as reliable sources of information about
cropping practices. This can be remedied. Fairly
wide experimentation in India has demonstrated
that the small farmers can be reached effectively
with different organization and procedures for
handling agricultural extension, if greater
responsibility is placed on the community for
monitoring the regularity and quality of service.
This arrangement can and should be applied
much more widely to reach small farmers in
other parts of Asia.

The second aspect of the technology issue is
the relevance of agricultural research to prob-
lems of particular importance to small farmers.
One area of wide relevance is the development
of high yielding varieties of crops, including
tropical root crops, suitable for arid agricultural
systems. Another is research on cropping sys-
tems and practices that are practical for the
small farmer who may be short of cash but has
abundant labor. This is especially important for
the efficient use of water and nutrients in multi-
“ple cropping systems. Such research has to be
done locally, to take account of ecological differ-
ences. Hence, widely dispersed and adequately
staffed research institutions are necessary. Their
establishment will require additional invest-
ment and support.

The farmer who cultivates land as a tenant
has less incentive to raise his productivity than
one who owns his land, for two main reasons.
First, as the duration of his lease is uncertain,
he is less inclined to undertake investments on
the farm that do not have a very early payoff.
The legitimacy of this concern was demon-

strated recently when the introduction of the
Green Revolution technologies in parts of India
and Pakistan led to some eviction of tenants and
the resumption of land by landlords for cultiva-
tion using more mechanized techniques. The
second reason is that as the landlord has in-
creasingly tended to take a share of the output
instead of a fixed amount of rent, the tenant
finds it less profitable to use purchased inputs.
The force of the latter reason is greatly dimin-
ished, however, when the landlord also con-
tributes a share of the input costs, as has begun
to happen in recent years.

While the problems created by tenancy are
significant, they should not be exaggerated in the
context of the development goals of accelerat-
ing growth and alleviating poverty. With some
exceptions, tenancy prevails in only a small part
of the agricultural sector, and most farmers are
as likely to lease land out as to rent it. There is
thus no sharp dichotomy between landlord and
tenant in most areas in this region. Less than
6 percent of the agricultural land in Bangladesh,
India, and Indonesia is cultivated by tenants
who do not also own or rent out land; in Paki-
stan, where the average size of tenant holdings
is considerab'y larger, the proportion is under
30 percent. Further, the area under tenancy has
been declining in the last decade or so. Where
new technologies have penetrated, not only does
the scale of tenancy decline but the relations
between landlord and tenant are redefined, the
sharing of input costs being a prominent exam-
ple of changes that take place,

The responsiveness of tenancy relations to
changes in the available technology and the
extreme difficulty of enforcing reform legisla-
tion dealing with tenant rights, such as ceilings
on rent, suggest that official action should con-
centrate on measures that are likely to prove of
tangible and lasting benefit to the tenant. The
most promising line of action would be to com-
bine the creation of an environment for rapid
technological change and productivity growth
with attempts to tie the landlord’s share of out-
put, which is generally around one-half, more
closely to his share of input costs, which tends
to vary widely but is generally quite low.

Marketing and distribution is another area in
which the small farmers are handicapped. This
is particularly true in the case of products which
must be processed relatively quickly to avoid
spoilage. Generally, the small farmer does not
have the physical or financial capacity to hold
his produce off the market at the time of peak
supply. The trader or processor who canpurchase
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at those times stands to benefit substantially.
In addition, procurement is often a monopoly
in a specific area, further reducing the ability
of the small farmer to obtain a remunerative
price.

There are numerous examples of how small
farmers can combine forces but few experi-
ments have been successfully sustained. One
such, a dairy cooperative at Anand in India, has
been in operation for thirty years, has expanded
its system to several States, and is about to be-
come a national program. By owning its pur-
chasing, processing, and marketing facilities,
the cooperative assures the members a reason-
able price throughout the year since it has the
capacity to convert milk to powder and other
storable products in times of peak supply. By
combining cooperative participation with hired
professional management for all aspects of the
operation, it increases the income of small farm-
ers and landliess laborers while remaining a
profitable enterprise. These underlying princi-
ples are more broadly applicable to other prod-
ucts and other countries.

Employment

Gains in the productivity of small farmers,
even if equitably distributed, will not suffice in
dealing with the problems of absolute poverty
in rural Low Income Asia. A significant propor-
tion of rural households do not have any land
and thus cannot participate directly in these
productivity gains. Further, productivity in-
creases alone will not be enough to raise the
incomes of those with very small farms above
poverty levels. These households have to rely
on non-farm sources of income.

Measures to increase rural employment will
form a very important part of a strategy for
alleviating poverty in South Asia. All of the
income of the landless households and a large
part of the income of very small farmers is
derived from sources other than cultivation on
their own farms. The smaller the farm, the
greater the proportion of total household income
derived from outside sources. These include
working on larger farms, raising poultry, small
livestock and dairying, fisheries, forestry, rural
handicrafts and manufactures, services and
processing activities, and remittances received
from family members in urban employment.

Since most of these activities are either agri-
cultural or closely related to agriculture, fast
agricultural growth is obviously the first require-
ment for raising non-farm incomes more rapidly.
Faster growth in output even on larger farms,
provided they are not excessively mechanized,

can play an important role in this regard. But the
available evidence suggests that unless agricul-
tural growth exceeds 3 to 4 percent a year, and
unless this rate is sustained for about a decade,
the additional wage employment generated
would remain too small to contribute much to
the solution of rural unemployment problems
in the subcontinent. This reinforces the need to
step up investment in agriculture, particularly
in irrigation, as part of a strategy to instill more”
dynamism in the sector.

Growth of medium- and large-scale industry
cannot be relied upon to make more than a small
difference to the employment situation in the
next decade or so, as in most countries in the
region it accounts for less than 10 percent of
total employment. Some gains could be realized
from a more labor-intensive pattern of industrial
growth. To achieve this will generally mean
encouraging small enterprises which, as a group,
employ the majority of industrial workers and
use more labor per unit of output than larger
enterprises. Policies for the promotion of small
enterprises will have to be carefully designed,
however, to avoid subsidizing enterprises that
are engaged in production that is very capital-
intensive, or in the manufacture of goods that
can only be efficiently produced on a large scale.
It is best to rely on measures that will give small
enterprises full access to scarce inputs on the
same terms as large enterprises so that they can
compete on equal terms, and to provide tech-
nical and institutional support in the areas of
credit, training, and technological information.
Small enterprises flourish best where there is
rapid growth in demand, and in a comple-
mentary relation to agricultural growth and
growth of larger scale enterprises, by supplying
labor-intensive ancillaries. Insufficient recogni-
tion of these complementarities, and the over-
zealous promotion of small enterprises as
principal instruments for employment creation-
or regional development, may frustrate the pur-
pose by fostering productive inefficiency.

Even if economic growth were accelerated to”
about 5 percent a year and the policies pertain-
ing to small farmer productivity suggested in
this chapter were fully implemented, unem-
ployment would remain a very severe problem
in Low Income Asia. The real problem is not
long-term johlessness, as conventionally under-
stood, but absence of earning opportunities in
the off-peak seasons of the year. In most of Low
Income Asia, nearly all the rural workers find
some employment during seasonal agricultural
peaks, but spend the rest of the year intermit-
tently idle, or working on their own farms or in



casual jobs. In these jobs, productivity and
earnings per worker are low, because they are
spread thinly among a seasonally surplus labor
supply. Both expansion of multiple cropping, to
moderate the seasonal fluctuations in demand
for labor, and rural industrial growth would
help to reduce unemployment as, of course,
would more rapid and labor-intensive urban
development. But a major part of the rural labor
force would still be left without enough work
throughout the year for a tolerable existence.
Alternative rural employment during off-peak
seasons is, therefore, a necessary component of
a development strategy which places poverty
alleviation high among its objectives.

It is in this context that the potential of large-
scale public works programs, which can provide
employment in rural areas while at the same
time constructing assets to enhance economic
growth, must be developed. Employment-creat-
ing public works programs have frequently been
used in Low Income Asia, but for the most
part the experience has not been encouraging.
Though they succeeded in significantly raising
the incomes of those employed, and in con-
structing economic infrastructure {mostly rural
roads), they suffered from a number of flaws.
The basic problem was that they were planned
and implemented in isolation, usually as disaster
relief, rather than as part of a broader and sus-
tained strategy to create new rural assets and
attack the fundamentals of the unemployment
problem. Thus they were too small to make a
real difference and were vulnerable to the pres-
sures of local elites {landowners and rural
contractors] who altered the programs to serve
their own interests.

Despite these failures, interest in public
works programs has been rekindled by an inno-
vative, and apparently successful, program in
Maharashtra State in India, which has a popula-
tion of 58 million, of whom 38 million are rural,

From a small start in the early 1970s, the scheme
has grown to generate 152 million mandays of
employment in 1977, equivalent to about a fifth
of the estimated rural unemployment and under-
employment in the State. Present plans call for
raising this proportion to over one-third in the
next five years.

The essence of the scheme is a strong polit-
ical commitment by the State Government to a
statutory guarantee of local employment at a
minimum wage to all rural residents. The em-
phasis is on works which directly enhance
productivity, mainly irrigation and land devel-
opment, and on financing by additional urban
taxation, so as to minimize the inflationary con-
sequences while transferring resources from
urban to rural areas. The scheme has some prob-
lems, mainly the immobility of labor, and the
difficulty of designing and implementing pro-
ductive projects to coincide with the times
and places where employment is required. Fi-
nancing the program absorbed 7 to 10 percent
of Maharashtra’s total development plan expen-
diture in the last three years. Though the details
of the scheme's operation have not yet been
fully evaluated, its scale and several features of
its administrative structure set it apart from
previous public works programs, and offer hope
that effective programs to deal with massive
rural unemployment can be designed.

Demography

Population pressures will continue to be a
severe impediment to economic development in
the Low Income countries of Asia. By the year
2000, the population of the six largest countries
will have risen to 1.6 billion from the current
level of slightly less than 1 billion. The demo-
graphic outlook is not uniformly bleak, how-
ever. Fertility rates have begun to decline in
some countries—among them Burma, India, In-
donesia, and Sri Lanka—{for a variety of rea-

38. Demographic Indicators in Low Income Asian Countries

Crude Crude Population Total

Birth Death Growth Fertility Population

Rate Rate Rate Rate (millions)

1975 1975 1960-75 1975 1976 20002
Bangladesh 46 18 2.5 6.6 80 146
Burma 34 11 2.2 5.5 31 50
India 36 15 2.2 5.7 620 958
Indonesia 40 17 2.2 5.5 135 198
Pakistan 47 16 2.8 7.2 71 135
Viet Nam 41 16 2.7 6.2 48 86

“The assumptions underlying these projections are described in the Notes to Table 16 in World Development Indicators.

Source: World Development Indicators, Tables 13, 15, and 186.
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sons, including improved nutrition, health care
and female education, falling infant mortal-
ity, and organized family planning efforts. But
fertility continues to be high in Bangladesh
and Pakistan. Both have total fertility rates of
around 7 and crude birth rates in the mid- and
upper-40s. Neither country has advanced very
far in providing the social services usually asso-
ciated with demographic change, nor have their
family planning programs been very effective.

The prospect of large additions to the popula-
tion, to be supported by scarce resources, un-
derlines the urgency of stirengthening family
planning programs, of establishing the institu-
tional framework for sustained improvements
in agricultural productivity, especially among
small farmers, and of implementing special pro-
grams for employment and the distribution of
essential public services directed at the poorest
sections of society. i



