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PREFACE

This document presents a regional synthesis of country case studies
carried out during 1985 by the Joint ESCWA/FAO Agriculture Division on
Agrarian Systems and the Alleviation of Rural Poverty for Democratic Yemen,
Iraq and Jordan and of an FAO case study (1984) on Syrian Arab Republic. This
document also draws upon on two other papers prepared by the Joint Division;
viz, alconceptual paper on "Dynamics of Rural Poverty and Measures for its
Alleviation™ and a theme paper on "Impact of the World Economic Crisis on
Poverty and Rural Development in Western Asia". The country and village case
studies being prepared by the Joint Division on Egypt were not available at
the time of writing of this paper. However, this gap was adequately filled by
drawing upon on other reports and studies on Egypt.

Although this regional synthesis focuses on the FAO Near East Region, for
the sake of comparison, it has referred to some other countries, particularly
Bangladesh, India and Nepal.

This paper, has been prepared for the Joint ESCWA/FAO Agriculture Division
by Dr. G.J. Tyler of the University of Oxford Institute of Agricltural
Economics and I would like to thank him for doing an excellant job and for
drawing wupon his wide knowledge and experience in supplementing the
information contained in above-mentioned ESCWA documents.

M.M. Sherif
Chief,
Joint ESCWA/FAO Agriculture Division






CHAPTER I
INTRODUCTION

It is being increasingly recognized that the problem of poverty in the
world has not diminished in recent years, that rapid economic growth and
reliance on the trickle-down of its benefits is not sufficient and, indeed, in
some countries, it may have made matters worse and that poverty has to be
attacked at its roots with specific policies and programmes. It is also being
recognized that the problem has both efficiency and equity aspects. 1In other
words, it may only be solved in many developing countries by a combination of
growth in productivity and a redistribution of existing wealth and income.

Accepting the truth of this view, and in the knowledge that the majority
of the world's poor are rural people, the World Conference on Agrarian Reform
and Rural Development held in Rome in 1979 adopted a programme of action for
agrarian reform and rural development for the alleviation of rural poverty
(FAO, 1979). The programme, among other things, recommended governments of
developing countries to set specific targets for the reduction of rural
poverty within the framework of national development plans and programmes.

It is important to be clear about the particular meaning of poverty in
this context. It can be legitimately argued that there is a large amount of
agreement among international agencies, especially FAO, The World Bank and
ILO, and among development economists, that an immediate priority for
developing countries is the eradication of absolute poverty and its associated
manifestations, such as under-nutrition, poor health and illiteracy. The
merits of using absolute poverty as the appropriate concept for the
measurement of poverty, as against some measure of relative poverty, have been
hotly debated by economists and others. The abolute poverty approach
emphasizes the idea that there is an irreducible core of absolute deprivation
of certain basic necessities of life, or as ILO (1976) prefers to call them,
basic needs, the most obvious being nutrition. Thus, if we observe people
starving or suffering from severe malnutrition or from lack of shelter in a
harsh climate, we diagnose poverty without having to enquire how their plight
compares with that of others in the population.

Having said that we have to recognize that when we move away from mainly
biologically determined minima, as in the case of nutrition, an element of
relativity creeps into the definitions. Thus, for example, the definition of
a minimum standard of housing is likely to take into account contemporary
standards in the community. But, as Sen (1981) has ably argued, there is a
fundamental difference between the concept of absolute poverty and that of
inequality. Inequality is conceived as being concerned with the size
distribution of income in a country at a particular time, with the shares of
income accruing to various groups of the population, and how those shares
change over time. The distribution of income could become more unequal as
growth proceeds yet the absolute position of the poorest could improve. On
the other hand, a general decline in national income could, theoretically,
leave ineqality unchanged, yet the absolute position of the poorest would
clearly have worsened. To claim that poverty had remained unchanged in such
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a situation would be untenable. Though the two concepts are related in
practice they are distinct and each is concerned with a different issue. To
confuse them is to do less than justice to the importance of each. Throughout
this paper we shall be referring to both inequality and absolute poverty, but
the focus of attention will be on absolute poverty and its eradication.

Anand (1977) has, in fact, argued that eliminating absolute poverty may be
the most efficient way of reducing inequalities in income distribution so
that, in practice, it is possible for the two to go hand in hand. From the
political point of view it would be reasonable to argue that governments are
more likely to accept the need to eliminate absolute poverty and to ensure a
minimum level of living for all their citizens than they are to accept the
need for a change in the distribution of wealth for its own sake. Concern to
eliminate absolute poverty may be expected universally to cut across political
lines, whereas concern for inequalities as such is more likely to be aligned
with particular political and social systems.

Research has shown that poverty is associated with a large number of
factors. As we shall see in this paper the magnitude of poverty across
countries is negatively correlated at the macro level with the level of GNP
per capita. The correlation is less than perfect and there are other
intervening factors, such as differences in the inequalities of the
distribution of income and the amount and distribution of government
expenditure on social services, that influence the magnitude of poverty.
Poverty is also associated with unemployment, under-employment and, more
importantly, for the rural sector, with very low productivity of labour, which
in turn is related to low capital investment. There are also indications that
the low level of productivity that contributes to poverty is the result of
poor education, health and nutritional status of the poor. It is important to
recognise that causality runs in both directions.

Poverty is likely to be perpetuated in a society with a high degree of
inequality. Firstly, inequality of income and wealth affects the structure of
demand and the rate and pattern of capital accumulation, all of which tend to
work to the disadvantage of the poor. Secondly, inequality affects the choice
of technique in agriculture and other sectors of the economy in a manner which
is biased often against the use of labour, the most important, and in many
cases the only resource at the disposal of poor people. An unequal
distribution of income and high incidence of poverty is also strongly
associated with unequal distribution of land.

The Measurement of Poverty

It is important to say a few words about measurement problems. Poverty
lines are usually based on nutritional requirements of the household or
individual, such as daily calorie requirements. The normal practice, for
example in 1India, 1is to observe in household expenditure surveys the
expenditure incurred by households whose minimum calorie requirements appear
to be just met. It is then assumed that the expenditure of that group of
households is sufficient to cover other basic needs such as clothing, shelter
and miscellaneous basic requirements. An alternative approach sometimes used
is to price the foods needed to provide the minimum calorie requirements and
to add a certain proportion, for example one third, to this expenditure to
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cover other basic needs. However, it is important to realise that the poverty
line so defined leaves out of account other important items which have been
recognized as minimally necessary, such as health care, primary education an
access to safe drinking water. This second group of basic needs in most
countries is the responsibility of the government; these items are paid for
largely through taxation and provided to the population free or at a low
charge. The basic needs in the first group are normally considered to be the
responsibility of the private individual or household. This distinetion
implies, firstly, that the poverty line as normally defined is sufficient only
to meet the expenditure of basic needs in the first group and falls short of
the total expenditure required to provide all basic needs. Secondly,
countries may differ in the extent to which the government provides basic
needs to households; for example, free or cheap housing may be provided by the
government of some countries.

Assuming that an appropriate poverty line has been established for a
particular country, there remains the question of measuring the overall level
or incidence of poverty in the population. For comparisons between countries
simply using numbers of people may be misleading and therefore we may wish to
express the overall measure of poverty as the percentage of poor people in
the population of each country. Both these measures are the so called
"head-count" measures of poverty. We may, on the other hand, wish to take
account in some way of the incomes of the poor, and how far these fall below
the poverty line. These issues involve the question of aggregation because
some overall measure, or perhaps a number of measures, has to be chosen for
describing the severity of the poverty problem in a country, for comparing the
situation with that of other countries and for monitoring progress towards the
alleviation of poverty. We will  ©briefly discuss the advantages and
limitations of three of the most commonly used aggregate measures of poverty.

The Head-Count Ratio

Given the poverty line, the Head-Count Ratio 'H' is simply H = 5~ » where
q is the number of people (or households) below the poverty line, and n =
the total number of people (or households) in the population. The great merit
of this particular measure is its simplicity. It is probably the most widely

used indicator of poverty.

Its main limitation is that it fails to measure the extent of the
shortfall in income below the poverty line. There could be great improvement
in the incomes of the poor but if none are lifted above the poverty line then
this particular measure indicates no improvement. Conversely, if a
substantial number of the poor whose incomes lie just below the poverty line
are lifted just above it, this measure will register a substantial
improvement, whereas in reality the absolute change in incomes of the poor may
be small.

The Poverty-Gap Ratio

This measure is given by I = "I 5 where II 1is the poverty line

income, m is the average incomg of the poor, and thus I1- m is the average gap
between the incomes of the poor and the poverty line. It therefore takes into
account, as the head-count ratio does not, how far the incomes of the poor, on
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average, fall below the poverty line, expressed as a proportion of the poverty
line income. Thus a general increase in the incomes of the poor will show up
as an improvement on this measure, as it should, whereas with the head-count
ratio it will only do so to the extent that some of the poor cross the
poverty line.

The measure has several disadvantages, however, the main one is that it
takes no account of the number or proportion of the population that are poor.
Furthermore, like the head-count ratio, it takes no account of the
distribution of income among the poor themselves. Thus, for example, a
deteriortation in the position of the poorest matched by an improvement in
that of the not-so-poor will register no change on this measure.

Sen's Index

This measure was developed by Sen (1976) in order to combine the advantage
of the two previous measures whilst remedying their chief deficiency, that is,
the neglect of the distribution of income amongst the poor. It is given by
P=H[I+G(1-I)], where H and I are the head-count and poverty-gap indices
already defined and G is the Gini coefficient for the distribution of income
among the poor. Thus Sen's index is a combined measure of three important
aspects of poverty: H, the number of poor in proportion to the population, I,
the average poverty gap, and G, the relative inequality among the poor.

In general, as measured by P, poverty declines i.e. P decreases if:
1. Less of the population fall below the poverty line,

2. The average income of the poor increases; or

3. 1Inequality among the poor decreases.

In the limiting case of G=0 i.e. all the poor have the same income, then
P = HI.

The structure of the remainder of this paper is as follows. Chapter 2
presents evidence on the levels and trends in economic growth of the countries
of the developing world, and in particular those of the Near East and South
Asia, together with the contribution of agriculture; trends 1in income
distribution and in the distribution of porductive assets, such as land; and
changes in the level of absolute poverty in a number of countries. Finally,
the relationship between economic growth and development and the changes in
absolute poverty over time are examined. The extent to which growth has been
of benefit in poverty alleviation and the extent to which it has accentuated
poverty is also examined.

Chapter 3 traces the impact of the recent economic recession on economic
growth, rural development and poverty in the Near East. As part of this it
looks at the developments in the oil sector and the effects of migrants'
remittances on the sending countries of the region.

Chapter 4 is devoted to a discussion of a limited number of specific
policies and programmes which could be used by national governments to
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alleviate rural poverty. Clearly, not all policies available to governments
can be considered in a paper of this length. International policies that
could be used to alleviate poverty in developing countries are also not
considered. Chapter 5 examines case studies of five developing countries in
the Near East to illustrate a range of experience in rural developnment,
changes in agrarian structure and institutions aimed at alleviating rural
poverty. Finally, there is a concluding chapter, which attempts to draw
together the main threads of the argument in the previous chapters and the
experience from the country case studies.

Chapter 2 and 4 draw heavily on the discussion of issues in the paper
prepared for this Meeting by Griffin and Boyce (1985), Chapter 3 on the paper
by Singh (1985) and Chapter 5 on four case studies referred to in that
chapter. The reader is referred to these sources for more detajiled data and
discussion.
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CHAPTER II

GROWTH, INEQUALITY AND POVERTY

Economic Growth and Agricultural Growth

Table 1 presents data on the levels and growth over the period 1960-82 of
GNP per capita for developing countries in general and individual countries of
the Near Fast and South Asia. 1In the low income coudntries the rate of
increase was 3 per cent per annum, but only 1.1 per cent per annum when China
and India are excluded. The rates of increase were 3.2 and 4.1 per cent
respectively in the lower and upper-middle income countries and 5.6 per cent
in the high income oil-exporting countries. However, Nepal and Somalia among
the low. income countries, Sudan among the lower middle-income countries and
Kuwait and the U.A.E. among the high income oil exporters had negative rates
of growth.

Agricultural GDP has grown in general more slowly than total GDP, but in
general it has been positive. The one oxception is Somalia in the 1960s.
However, if we relate the growth of agricultural GDP to the growth of
population, a slightly different picture emerges, as shown in Table 1.
Agricultural output per head of the population declined in India throughout
the petiod, in Somalia, Algeria and Mauritania in the ‘60s and in Bangladesh,
Pakistan, Kuwait, Jordan and in Morocco in the '70s.

Trends in Income Inequality

It is well known that the work of Kuznets has led to the idea that the
level of economic development in a country, as measured by the GNP per capita,
is the main determinant of the extent of income inequality. The relationship
has come to be known as the inverted-U hypothesis which indicates that
relative income inequality increases in the early stages of growth, reaches a
peak and then declines in the later stages of growth.

The multiple regression analysis of eross-sectional data by Chenery et al
(1974), among others, confirms that there is a relationship between inequality
and the level of GNP per head. However, this pattern is far from inevitable.
A low proportion of the total variance was explained by income level alone.
There were other factors which worked against the general tendency. These
factors were related to structural differences between the countries. For
example, improvement in literacy and lower rates of population growth, ceteris
paribus, were associated with lower inequality. In addition, socialist
countries and less inequalities than average. The conclusion to be drawn from
this analysis is that the inverted-U is not an *iron law"” of development but
can be avoided by appropriate policy decisions.

There is, however, scattered evidence from a number of countries that the
distribution of income within rural areas may have become more unequal, even
in countries which have introduced agrarian reform policies. For example, in
Morocco consumption expenditure surveys indicate that the distribution of
income became dramatically more unequal in the 1960s. Average real
consumption per household increased by 50 per cent in the decade, but the
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consumption af the richest 60 per cent rose by 90 per cent (Griffin, 1981).
In Egypt the share of the bottom 40 per cent of rural households remained
fairly constant at about 17 per cent of total rural income from 1968/9-1974/5,
while the share of the top 10 per cent of households increased from 28 to 31
per cent during the same period (E1 Ghonemy, 1984). The Gini coefficient for
household expenditure consumption rose marginally from 0.37 in 1958 to 0.39 in
1977 (Radwan and Lee, 1979).

In 1Iran the vpeasantry are divided roughly into two classes: the
land-holding class which accounts for about 65 per cent of the rural
population and the landless peasantry which accounts for the rest. Between
the land reform of 1962 and the 1979 revolution the economic fortunes of these
two groups varied considerably. Among the land-holding peasantry, thanks to
the reforms, income differentials diminished, but at the same time the land
reform created a large class of landless agricultural labourers. As a result
income differentials between the two classes widened markedly (Katouzian,
1983).

In Pakistan also there are indications that agricultural development and
agrarian change have been accompanied by increased inequalities. This appears
to be particularly so where growth has resulted from the spread of irrigation
and the introduction of high yielding varieties of grain. A study of 750
rural households in eight villages of the Punjab, Sind and North-West Frontier
Province, for example, illustrates the effect of irrigation, both in raising
average rural incomes, but also in making the distribution of income more
unequal (Ercelawn, 1984).

Closely related, of course, to the distribution of income is the
distribution of productive assets. 1In general, and particularly in the case
of land, these tend to be unequal, but lack of data makes it difficult to
detect changes in the distribution of assets. Such evidence as exists,
however, is not encouraging since few governments have active land
redistribution programmes and of those that have, few have in fact
redistributed much land.

Nepal is an example of a country which has no active land reform policy
and there it is found that the distribution of land holdings became more
unequal between 1961 and 1971. The Gini coefficient of land holdings rose
from 0.57 to 0.69 over thig period (Islam, 1983).

India in theory favours land redistribution, but in fact has done little.
One reason for this is that only land in excess of the maximum ceilings are
deemed to be surplus and available for redistribution, and ceilings in most
states have been set too high, so that there is little surplus land
available. By 1980 in India as a whole only 1.3 per cent of the agricultural
land was estimated to be surplus and only 0.4 per cent of the land had
actually been redistributed (Ramakrishnan, 1983). These national figures,
however, obscure the progress that has been made in two Indian states, namely
Kerala and West Bengal.

In Iraq and Syria land reforms in the late 1950s broke the power of the
tribal chiefs and large land owners. By 1980 the land expropriated in Syria
was roughly one quarter of the total recorded arable land and in Iraq about
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one half (FAO, 1984). Approximately 14 per cent of the total agricultural
population is thought to have gained by the reforms in Syria and a significant
proportion in Iraq also. However, in Iraq there were serious disruptions of
output following the reforms and a considerable lag between expropriation and
redistribution of land (King, 1977).

Trends in Absolute Poverty

The World Development Report of 1981 (World Bank, 1981) suggests that
about 750 million people in the developing countries, excluding China, live in
absolute poverty. The majority of these live in rural areas. Though there
are various estimates which differ from this figure, there is little doubt
that this is the correct order of magnitude. There is also little doubt that
the numbers have been increasing and are likely to increase, if only because
of population growth. Estimates of the numbers and proportions of populations
in absolute poverty must be treated with caution because both the numbers and
proportions have been shown to be very sensitive to definitions of the poverty
line used in different countries and to changes in those definitions over
time. Thus the figures given in Table 2 must be considered as only
indicative. Clearly, poverty remains a serious problem in the Near East and
South Asia, particularly among the rural populations.

There are various aspects of the poverty problem, as we have noted in the
Introduction, and each may be considered of importance in different contexts.
Firstly, the real income of the poverty population may fall over time.
Secondly, the absolute numbers of people in the poverty population may
increase. Thirdly, the proportion of the total population in poverty may
increase. Fourthly, although the majority of the poor may benefit over time,
there may be specific occupational groups or social classes whose standard of
living falls. There is evidence for the deterioration in one or more of these
particular aspects of rural poverty in the countries with which we are
concerned.

In Morocco, for example, previously mentioned consumption expenditure
surveys indicate that between 1960/61-1970/71 real consumption of the bottom
40 per cent of the rural population fell by 10 per cent, and that of the
poorest 20 per cent by a massive 31 per cent (Griffin, 1981). Since then, the
situation has almost certainly deteriorated further because of the negative
growth of agricultural output per head. 1In Egypt between 1958/9 and 1974/5
the number of people in rural areas who lived below the poverty line rose from
3.6 to 5.8 million, and the proportion of the rural population in poverty rose
from 22 to 28 per cent, having apparently dipped to 17 per cent in 1965
(Radwan and Lee, 1979). 1In Nepal, between 1968/9 and 1976/7 the real wage of
agricultural workers measured in terms of paddy equivalent fell by 29 per cent
in the hilly areas and 30 per cent in the terai (Islam, 1983).

In Bangladesh the real wages of agricultural workers has been probably
falling since about 1950. Comparing 1960 with 1979/80, the fall in real wages
was between 24 per cent and 31 per cent (Khan, 1979). Ahmad and Hossain
(1984) estimated that the incidence of rural poverty in Bangladesh had
increased between 1963/4 and 1976/7. A slightly anomalous situation is shown
by Alamgir and Ahmad (1981), where the estimate of the proportion of the
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population in poverty is given as 0.88 in 1963/4 dropping to 0.62 in 1966/7
and then rising to 0.79 in 1968/9 and to 0.87 by 1976/7. Thus it depends
whether one takes 1963/4 or 1966/7 as the base period. Taking the first, the
incidence of poverty as measured by the head-count ratio would have hardly
changed; taking the second there would have been an increase in the 1960s to
the 1970s, as indicated by the previous authors.

Alamgir and Ahmad also calculated the Sen index for a limited number of
years. This index varied from 0.35 in 1963/4 dropping to 0.3 in 1966/7 and to
0.22 in 1968/9 before rising to 0.4 in 1973/4. The index thus follows the
head count ratio, except for 1966/7 to 1968/9. Whereas the head-count ratio
was registering a dramatic rise in poverty incidence between these years, the
Sen index was registering a dramatic decrease in the overall severity of
poverty. This anomaly has not been explained, but it does suggest that
caution must be exercised in interpreting variations over time.

This point has been emphasized by Ahluwalia et al (1978). 1In a study of
India over the period 1956-74 the authors took as their rural poverty line the
expenditure level at which, on average, food consumption provides 2,250 K
calories per person per day. This is also the line adopted by Dandekar and
Rath (1971). For India as a whole, the percentage of the rural population
below the poverty line fluctuated over the period with the figures being about
54 per cent in 1956/7, falling to 39 per cent in 1960/1, rising to 57 per cent
in 1966/7 and falling again to about 47 per cent in 1973/4. The Sen index
follows the same pattern. the authors point out that their results are
consistent, both with those of Bardhan (1974), who reported a sharp increase
in the incidence of poverty between 1960/1 and 1968/9, and with Lal (1976),
who reported a decline in poverty between 1956/7 and 1970/1. Thus, they
stress the importance of examining the figures over a sufficiently long
period, rather than taking two particular end points and generalising about at
rend from these only.

To understand exactly who are the rural poor, and what has been happening
to their standard of living over time, one needs more investigative data than
is wusually available, and particularly data that differentiates among
occupational groups. The fragmentary information that exists suggests that
two groups, both a minority within the rural population, are most likely to
have experienced a fall in real incomes. The first are those engaged in
animal husbandry, especially nomadic and semi-nomadic people who often come
into conflict with the state and with the spread of commercial farming to
their natural pasture lands. The second group are the landless agricultural
workers. There are reasons to believe that in many countries the incidence of
landlessness or near-landlessness is rising as small farmers are tenants get
pushed off the land (FAO, 1982), that a growing proportion of the rural
population is turning to casual, rather than permanent, emloyment to earn a
living, the average days worked by each workers is falling, and that the real
daily wage rate of agricultural workers either remains constant or has
declined.

Assuming that absolute imporverishment has in fact taken place in many
countries or parts of countries, the question naturally arises whether this is
a result of population growth, of slow aggregate or sectoral growth or of the
nature of the growth process itself. These issues are examined next.
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Economic Growth and Absolute Poverty

In this section we examine the relationship between economic growth and
development and the level of absolute poverty. While we have seen that
economists have recognized that relative inequality may well widen in the
course of economic growth the possibility that absolute poverty may also
increase is more controversial and more disturbing.

Cross country analyses have been performed by a number of authors. Sen
(1980) fitted simple linear and log-linear functions to data of 33 developing
countries to obtain a negative relationship between the percentage of the
total population in poverty and GNP per capita. The poverty line was the real
income in India required to obtain 2,250 K calories per day per person. It
also covered a certain amount of non-food expenditure. The GNP figures were
those including the Kravis adjustment to take account of differences in
purchasing power between countries. The functions gave good fits to the data
and indicated that the proportion of population below the poverty line fell
with increasing GNP per head. However, there were departures from the above
general trend, with countries such as Sri Lanka and Korea with a more
egalitarian distribution of income showing a smaller proportion of the
population in poverty given their level of GNP per capita, and the reverse
situation in countries wuch as Colombia and Kenya, where the proportion of the
population in poverty was higher than would be expected for the level of GNP.

Ahluwalia (1976) performed a number of tests on cross-sectional data,
using multiple regression analysis which included not only GNP per capita but
the other variables that we have noted earlier. The results showed that the
absolute incomes of the poor, taken variously as the poorest 20 per cent, 40
per cent and 60 per cent of the population, were in all cases positively
related to the level of GNP per capita. However, even if the majority of the
poor have benefited so that the average absolute income of the poverty groups
has risen with growth it is clearly quite possible for particular sizeable
groups of the population not to have benefited and, indeed, even for their
incomes to have declined. Griffin (1977) provides evidence of persistent
poverty for selected groups, in particular countries, even those with rapid
economic growth.

There has been little rigorous analysis of the relationship between rural
poverty and agricultural growth per se. One study is the one we have
previously noted for India by Ahluwalia and others. Over the period studied
the authors found no clear upward or downward trend in the proportion of the
population in absolute poverty. However, their analysis included agricultural
output as one of the explanatory variables and they found that in years of
higher agricultural output the proportion of the rural poor declined. Their
results have been challenged by Griffin and Ghose (1979) and by Saith (1981).
The essential objection to the results is that one cannot draw conclusions
about the impact of long term agricultural growth from observing what happens
to poverty in years of good or poor harvests. Using different analyses of the
Indian data they found a significant positive coefficient for the time trend,
indicating a secular tendency for rural poverty to inecrease. The time trend
picks up the net effect of all variables which influence the trend rate of
change in rural poverty, including agricultural growth. However, these
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conclusions have, in their turn, been challenged by Mathur (1985) who found
that the time trend was either zero or negative, concluding therefore that
agricultural output growth reduces poverty.

A word is in order about the use of GNP as an index of growth
performance. Tt has been shown by Chenery et al (1974) that the GNP measure
is a special case of the general class of measures of growth performance in
which the weights of the growth of income of each group are simply the income
shares of each group in total income. Given the typical income shares of
different groups it follows that, for example, a 1 per cent growth in the
income for the top quintile of the income distribution is given about 10 times
the weight of a 1 per cent growth in the lowest quintile. It would be
perfectly possible, on the contrary, to give equal weights to the various
quintiles, or, indeed, to give greater weight to income growth of the poorest
groups. The later index is called a poverty-weighted growth measure and as
shown by Chenery et al, countries with an egalitarian policy show up much
better on poverty-weighted growth than on ordinary GNP-weighted growth, for
example, Sri Lanka in the 1960s, whereas for other countries, especially those
in Latin America, their performance when measured by the poverty-weighted
index was worse than the GNP-weighted index. 1In the latter countries growth
was proportionally concentrated in the upper income groups.

The point about this is that growth itself is not to be disparaged. It is
the nature of growth and to whom the benefits of growth flow that is
important. 1If the benefits of growth were evenly distributed in an economy,
everyone would benefit. What is required for rapid poverty alleviation is
that the benefits of growth should flow primarily to the poor. 1In practice
this has often not happened, and indeed, in many cases there is evidence of
significant groups of the rural poor whose standard of living has deteriorated
in the process of economic growth (ILO, 1977).

However, it is clear from the arithmetic of the situation that if the
majority of the population are poor and they are experiencing negative growth
in their real incomes there comes a point when the overall growth of GNP must
also be negative. An example is the situation in Bangladesh where during the
period 1963/64 to 1976/77 the real income of the top 5 per cent of rural
households is reported to have increased by 24 per cent while that of the
bottom 85 per cent declined by 33 per cent (Osmani and Rahman, 1981). Given
the known approximate shares of income of the various groups, it can be shown
by simple arithmetic that this would have led to an overall decline in income
per headl/. We have indeed already seen from the World Bank tables (Table
1) that the annual growth of agricultural GDP per capita in the 1960s was only
0.2 per cent and in the period 1970-82 there was a negative figure of 0.3 per
cent. The process by which the rich minority get richer and the poor majority
get poorer in Bangladesh is certainly an unacceptable one, but it can hardly
be described as one of economic growth.

There are a number of possible explanations for such a development. One
of them is that population growth could have led to downward pressure on
employment and wages, particularly in the presence of factor market
imperfections favouring investment in capital-investment technology (Griffin
and Ghose, 1979). Given an unequal distribution of productive assets this
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could adversely affect income distribution and could cause the real income of
those who rely solely or primarily on wage labour, to decline (Van der Walle,
1985).

As has already been pointed out, it is important to recognize that the
poor are not a homogeneous social calss and consequently the impact upon the
poor of any particular action is unlikely to be unifrom, either in terms of
magnitude or even in direction of change. One may say that the poor have
little in common except a low standard of living. The rural and urban poor
clearly differ from one another in terms of location and occupation and do not
constitute a single analytical entity. Even within the rural areas the poor
are heterogenous. They are scattered over a large area and face a diversity
of environmental conditions. Some, for example, may be engaged in animal
husbandry in semi-arid regions, others may be located in areas where rain-fall
is fairly predictable, while still others may live in areas well served by
jrrigation. Moreover, the occupations of the rural poor are diverse and they
may include, for example, permanent plantation workers, seasonal farm workers,
share-croppers and other tenants, small peasant farmers, villages artisans and
fishernen. Clearly, given this heterogeneity, developments which benefit
certain groups of the poor may well leave others largely unaffected and may
actually harm other groups.

For instance, consider a technological change that would reduce the cost
of producing irrigated rice. Under ideal conditions this would have the
following beneficial effects:

1/ Assume for illustrative purposes that the population groups do not
change over the period:

Percent of population Percent of income Absolute income (units)
1963/64 1976/617
Bottom 85 63 63 (-33%) 42
Next 10 20 20 (0?) 20%
Top 5 17 17 17 (+24%) 21
100 100 100 83

%* We do not have information on the change in income of this group. For
there to be no overall negative growth, their absolute income would have had
to rise to at least 37, i.e. a growth of at leat 85 per cent.
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1. The incomes of those introducing the new technology would rise.
2. The output of rice would increase.

3. Employment in rice cultivation in irrigated areas would rise and possibly
also the wage rate.

4. Prices of rice would fall.

5. The real income of those that purchase rice, both in rural and urban
areas, would increase.

However, the lower price of rice may harm rice producers in other regions,
who, for whatever reason were unable to introduce the cost-reducing
technology, and producers of grains which are competitive with rice, for
example, wheat, sorgham, millet, who now find the demand and prices for their
own production have fallen. In fact, any change in relative prices of
agricultural products is likely to harm some groups and benefit others, and
because the poor are heterogeneous they are likely to be among the gainers and
losers. As a result it is often difficult to say in advance what the effect
will be on the overall incidence of poverty of a particular change. It all
depends on the specific conditions of the poor of the country concerned.

For example, the majority view has been that the new agricultural
technology, labelled the "green revolution", has benefited the poor, though
perhaps not as much as it has benefited the rich. Small farmers have
benefited from the new seed-fertilizer technology after transitory adoption
lags (Scobie, 1979). Agricultural workers have benefited from the associated
increase in the demand for labour; even if employment and wages do not rise
they at least do not fall as much as they would in the absence of the new
technology (Lal, 1976). As consumers, both the rural and urban poor, for whom
food fotrms a large proportion of consumption expenditure, benefit from lower
food prices. Again in this view, even if food prices rise, they rise less
than would otherwise be the case (Binswanger, 1980). If, despite these
beneficial impacts, the absolute income of the poor has fallen since the
introduction of the new technology, then the explanation must be sought in
other pauperising forces, such as population growth. The agricultural process
itself cannot be blamed, or rather, can be blamed only for being
unsufficiently strong. This view has, however, been questioned by Griffin and

.Ghose, who have labelled it the “trickle-down modified" doctrine because it
recasts the trickle-down theory in terms of agricultural rather than GNP
growth, and in terms of rural rather than national poverty.

A number of causal mechanisms which might link agricultural growth and
increasing rural poverty have been enumerated by Bardhan (1984). They include:

1. Labour displacing mechanisation.

2. Evietion of small tenants owing to increased profitability of self
cultivation by large landowners.



~14-

3. Increased dependence on purchased inputs, driving small farmers, whose
access to these resources and credit 1is limited by pervasive market
imperfections, out of cultivation and into the hired labour market.

4. Further crowding of the agricultural labour market by village artisans who
are displaced as the demand pattern of the rural rich shifts to mass
produced consumer goods and services.

If such effects were to over-ride any beneficial effects of agricultural
growth upon the poor one could speak of immiserising growth in a causal as
well as in a desriptive sense. If the real incomes of the rural poor decline
at the same time as those of the rural rich rise, this implies that
agricultural growth has been insufficient to alleviate rural poverty. This
could be interpreted to mean either that past growth strategies need to be
pursued with greater vigour or that past growth strategies have failed to
address the underlying constraints upon agricultural performance. If, on the
other hand, agricultural growth itself has acecentuated rural poverty, through
one or more of the mechanisms enumerated above, then the inescapable
conclusion is that fundamental changes in the agrarian structure, wheih
governs the distribution of the benefits of growth, are essential if rural
poverty is to be reduced. Growth alone cannot provide the answer.

It should be clear that the possibility that growth can be agssociated with
increases in poverty does not imply that growth per se is undesirable, nor
that substantially improved growth has no place in a strategy for ending rural
poverty. On the contrary, one attraction of agrarian reform is that prospects
for agricultural growth might thereby be improved. The problem may lie in
those institutional features of the economy, in particular, the agrarian
structure, which prevent the benefits of growth from reaching the poor. It
may be the framework of property and production relationships within which
growth occurs, and not growth itself, which constitutes the crux of the
problem.

The agrarian structure which governs the distribution of rights to
agricultural means of production, notably land, is central to an analysis of
rural poverty for three reasons:

1. It is the agrarian structure which primarily determines who is rich and
who is poor in rural areas; that is, how the fruits of agricultural
production are distributed.

2. The agrarian structure itself may pose obstacles to growth. Higher labour
used and land productivity on smaller farms than on larger farms imply
that resource inefficiencies arise from inegalitarian land distribution.

3. An inegalitarian agrarian structure may not only exclude the poor from the
benefits of agricultural growth, but may also set in motion dynamic
processes whereby such growth that does occur will actually intensify
their poverty.
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TABLE 1. Per Capita Income and Agricultural GDP Growth

GNP per capita Average annual Average annual growth
1982 growth of GNP of agricultural GDP
(us %) per capita (%) per capita (%)
1960-82 1960-70 1970-82
I. LOW-INCOME COUNTRIES 280 3.0 -0.1 0.4
(Excluding China and India) (250) (1.1) (0.2) (-0.3)
II. LOWER MIDDLE- INCOME COUNTRIES 840 3.2 0.5 0.6
II1. UPPER MIDDLE-INCOME COUNTRIES 2490 4.1 1.4 0.3
IV. HIGH-INCOME OIL-EXPORTING COUNTRIES 14820 5.6 NA 0.6
Individual Countries
I. Afghanistan NA NA NA NA
Bangladesh 140 0.3 0.2 -0.3
inceia 260 1.3 -0.4 -0.5
Nepal 170 ~-0.1 NA NA
Pakistan 380 2.8 2.1 -0.3
Somalia 290 -0.1 -3.0 NA
IT1. Egypt 690 3.6 0.4 0.5
Lebanon " NA NA 3.4 NA
Mauritania 470 1.4 -0.9 1.1
Morocco 870 2.6 2.1 -2.5
Tunisia 1390 4.7 0.0 1.3
Turkey ' 1370 3.4 0.0 0.9
Sudan 440 ~0.4 NA 0.9
Yemen A.R. 500 5.1 NA 0.6
Yemen P.D.R.Y. 470 6.4 NA v NA
III. Algeria 2350 3.2 -2.3 0.8
Iraq NA NA 2.5 NA
Iran NA NA 1.0 NA
Jordan 1690 6.9 NA -2.3
Syria 1680 4.0 NA NA
Cyprus 3840 5.9 NA NA
Iv. Kuwait 19870 -0.1 NA -0.8
Libya 8510 4.1 NA 6.4
Oman 6090 7.4 NA NA
Saudi Arabia 16000 7.5 . NA 0.8
United Arab Emirates 23770 -0.7 NA NA
Bahrain 9280 NA NA NA
Qatar 21880 NA NA NA

NA= Not availabe.

Source: World Bank, World Development Report 1984, Table 1 and calculations from Tables 2, 6, and
19 carried out by Griffin and Boyce (1985).
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TABLE 2. The Incidence of Poverty in Some Countries of
Near East and South Asia

(Percentage of Population)

Overalll/ Rural2/
Low income countries (1982)
Bangladesh 64 86
Nepal - 61
India 46 51
Somalia - 70
Pakistan 43 29
Afghanistan - 63
Lower middle income countries (1982)
Sudan 54 70
Yemen, P.D.R. - 20
Egypt 20 25
Morocco 26 45
Turkey 14 -
Tunisia 10 15
Upper middle income countries (1982)
Syria - 54
Jordan - 17
Iran ‘ 13 . 38
Iraq - 40

1. 1In 1975, using Kravis adjustment factors. See Ahluwalia et al (1979).
Table 1.

2. See FAO (1984) Table 1 (b) and El-Ghonemy (1984) Table 19.
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CHAPTER 1II

EFFECTS OF RECENT WORLD ECONOMIC DEVELOPMENTS
ON GROWTH AND POVERTY IN THE NEAR EAST

In the previous chapter we have examined the importance of economic growth
and the nature of the growth process for poverty alleviation. The main
purpose of this chapter is to examine the impact on Near Eastern countries of
the world economic recession in the second part of the 1970s and early 1980s
subsequent to the large increases in oil prices in the 1970s. Specifically,
an attempt will be made to assess the impact of such changes on economic
growth, rural development and rural poverty in the region.

In addition, because of the importance of developments in the oil sector
of the region for international migration, the impact of such developments,
via employment and workers remittances, on the sending countries will be
examined.

Over the last decade the rate of growth of world economic activity and
world trade has greatly diminished. It is often suggested that this has been
largely caused by the OPEC o0il price increases of 1973 and 1979. However,
such a proposition is a gross over-simplification. Singh (1985) argues that
the world economic recession was caused by the structural features of the
world trade and payments system and by the economic policies of the advanced
countries adopted by them in response to the increased oil prices. The highly
restrictive policies of monetary restraint followed by the United States,
Britain and other advanced countries since 1979, he argues, have been directly
responsible for the recession in the last few years. He believes that the
main cause of the slump is not protection, but what he calls “beggar my
neighbour competitive deflation". Under the present trading and financial
regime in the world, even without creating any trade barriers when each
country attempts to achieve a balance on its payments, or reduce inflatin by
deflating its economy, it pushes other countries into deficit and the net
outcome is a viecious circle of deflation.

The most important ways in which the world economic recession has affected
economic development in third world countries as a whole are as follows:

1. A reduction in the demands for third world products, particularly
commodity and mineral exports.

2. As a consequence of this, a fall in commodity prices and thus adverse
movements in terms of trade.

3. An increase in the real burden of interest and debt service payments,
partly due to the above, and partly due to a large increase in interest

rates.

4. A reduction in the amounts of aid and other capital flows.
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In the present international trading and financial system, over the medium
and longer-term, economic growth in the advanced OECD countries effectively
determines the growth prospects of developing countries. If the advanced
countries decide to raise their rate of economic growth, the developing
countries, in general, gain through exactly the same channels by which they
are presently disadvantaged; that 1is, through increased commodity prices,
increased export demands and, hopefully, through increased aid and capital
flows. However, the initiative and ability to undertake measures for such an
economic recovery lie entirely with the advanced countries. There is little
developing countries can do to increase world economic growth, largely because
of their small share of world economic activity and their need to import
capital goods and technology.

Over the whole period of the 1960s and 1970s the rate of growth of real
GDP for the ESCWA region as a whole was about 8 per cent. It is, perhaps, not
surprising that the oil exporting countries in the region should have fast
economic growth in the 1970s; between 1973 and 1980 the export prices of the
high income o0il exporting countries increased at an average rate of 25 per
cent per annum. Their terms of trade over the same period increased by 12 per
cent per annum. Countries like Saudi Arabia or United Arab Emirates were
clearly not restrained by balance of payments considerations. The chief limit
on their rate of economic expansion was their domestic absorptive capacity.
However, it is not so obvious why countries like Egypt, Syria and Jordan with
diversified economies, for whom exports are not so important, should also have
done so well in the 1970s. The main reason for this is the close economic
linkages between the non-oil and oil producing countries of the region. The
former benefit in a number of ways from the prosperity of the latter. The
most important of these are workers remittances, direct demand for exports and
dvelopment assistance by the high income o0il exporters to the other countries.

International migration to the Arab oil producing countries over the last
decade has been on a massive scale. Some basic data on this subject are
provided in Tables 3 and 4. Table 3 indicates that there were approximately
1.6 million migrant workers in the Arab oil producing countries by 1975.
These comprised about 17 per cent of the labour force of these countries. 65
per cent of the migrants came from other Arab countries and the rest from
countries of South Asia, Pakistan, India and Sir Lanka and South East Asian
countries. On the World Bank's projection in 1981 of high economic growth in
the importing countries, the number of migrants was expected to rise to over 4
million by 1985. 1If the importing countries experienced low economic growth
the projected number of migrants in 1985 was still expected to be 3.4
million. However, by 1985 the composition or migrants was expected to
change. Only about 47 per cent would then come from other Arab countries, and
the majority would come from outside the Arab World. Table 4 indicates the
scale of migration from the Arab labour exporting countries in relation to
their domestic labour force. The table shows that whereas in 1975 only 3.7
per cent of the Egyptian employed labour force was working abroad, nigrants
constituted more than 40 per cent of the Jordanian labour force. However,
because of the very much larger labour force in Egypt, this country provided
about one third of the Arab migrants working abroad in 1975. The Yemen Arab
republic also provided about one third of the Arab workers working abroad, and
the numbers constituted about 24 per cent of its own work force.
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Worker-migration of these magnitudes has extremely important repercussions
for the labour exporting countries. The most significant effect arises from
the workers' remittances which help relieve any balance of payment problens;
in the case of Pakistan, for example, remittances provide almost as much
foreign exchange as exports, and for Egypt in 1980 remittances constituted
over 60 per cent of exports.

In Pakistan workers' remittances from the Gulf States have ben very
important in making possible a higher rate of economic growth than would
other-wise be the case. For the northern districts of Pakistan Burki (1980,
1984) has drawn together information to analyse the direct impact of
international migration on the rural poor. This evidence suggests that it was
the bottom 20 per cent of rural households whose members were most likely to
migrate. Most of the migrants from the poor households went to Saudi Arabia
and, in most cases, workers were provided with free passage by the contractors
who hired them. Burki estimates the pre-migration family income of those
involved in migration to be about 700 dollars per annum. These households
were receiving in remittances, on average, about 2,150 dollars per annum;
three times the pre-migration income. Much of this increased income was spent
on meeting basic needs of nutrition, health, shelter and education.

The gains from migration from the point of view of the sending country
must be assessed against the real costs, the most important of which are as
follows:

1. Domestic economic growth may be constrained by labour shortages,
particularly of skilled and semi-skilled labour.

2. Rural development may suffer by emigration of the male labour force
and by making income from farming a marginal part of the total family income.
This is likely to lead to the neglect of domestic farming.

3. Migration often leads to inflation in the domestic economy which can
have adverse consequences for income distribution and poverty.

4. Migration and high income abroad may encourage patterns of consumption
that are considered inappropriate for development.

However, there is no inevitability in either the gains or the costs to
the sending country. These will depend on the specific circumstances in each
country and the pattern of economic behaviour of its migrants. For example,
rural development instead of being hindered may be aided by emigration if the
remittances are used to increase agricultural investment; that has been the
case in the Indian Punjab. Similarly, despite inflation real wages of the
poor who remain behind may rise as a result of increased economic growth and
tighter labour markets as a consequence of the emigration. There is some
evidence that this has indeed happened in several labour exporting countries
of the region. For example, in the largest cities of Pakistan the real wages
of unskilled construction workers, after having remained approximately
constant for several years, have increased by 15 per cent per annum since
1972. In the Yemen Arab Republic the real wages of agricultural workers
increased at the extraordinary rate of 44 per cent prer annum between 1972 and



~20-

1978. 1In Egypt, real wages of construction labour rose by 6 per cent per
annum between 1974 and 1977 after stagnating in the previous decade.

The diversified economies of the countries in the Near East and South Asia
have benefited from the oil boom in other ways: they have been able to greatly
expand their exports to the oil countries. For Pakistan, the share of high
income oil exporting countries in its exports has increased from 4 per cent in
1965 to 22 per cent in 1983. For India, the share of exports to the oil rich
countries has increased from 2 to 7 per cent over the same period. The
corresponding increase for Sudan has been from 4 to 28 per cent, and for
Turkey it has been from 0.5 per cent to 12 per cent between 1965 and 1983.

The oil riech countries have also been generous donors of development
assistance, both to Arab and non-Arab countries. Between 1975 and 1980 Saudia
Arabia contributed more than 5 per cent of its GDP each year in the form of
development assistance. The total amount of official development assistance
from the Organization of Arab Petroleum Exporting Countries (OAPEC) i<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>