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INTRODUCTION:

MEGA DEATH OR PEACE AND
DEVELOPMENT

South Asia is at a conjunctural moment
in its history. There is growing awareness
today of the tremendous human and natural
resource potential that can be hamessed for
overcoming poverty. There is a recognition of
the possibility of articulating through regional
cooperation the richness of its civilizational
content as well as of its fesources to become
an influential voice in the new world that is
taking shape. Yet, at the same time, there is
growing evidence of the undermining of this
potential through continued danger of inter-
state war on the one hand and unsustainable
development strategies on the other.

Can we grasp this moment and together
devise a new path which will enable South
Asia to enter the 21st century in peace, pros-
perity and with a new flowering of the rich
civilizations that it encompasses? The time
has come for moving out of the narrow con-
fines of a mind set that takes military muscle
rather than well being of its people as the em-
blem of state power; and which regards an
adversarial relationship with the neighbour
rather than regional cooperation as an ex-
pression of national commitment.

There is also an urgent need to move out
of the narrow confines of a conceptual ap-
proach that takes GNP growth within central-
ized state structures as the emblem of devel-
opment, the credit worthiness for new loans
as a measure of economic health, and which
regards people as passive recipients of the
drops that are supposed to trickle down from
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such a process. As we glance back at the last
four decades of South Asian development
experience, generations of poor, mutilated by
malnutrition, come into sharp focus. At the
same time the image of once verdant slopes
of our northern .mountains, and the fertile
fields that nestled at their feet, begins to fade.
A childhood image that is lost within a single
generation at the onset of deforestation, sal-
inization and desertification - processes un-
leashed by a growth mechanism thatis guided
by the hidden hand of the market, rather than
the aspiration of our peoples to sustain life
across generations. Yet even as the human
and natural resource base is getting under-
mined, governments in South Asian countries
are groaning under mounting debt burdens
arising mainly from the rising expenditures of
centralized state apparatuses, and ill con-
ceived policies imposed by international fi-
nanoial institutions.

The irony of increasingly sophisticated
military apparatuses in South Asia together
with continued poverty of the majority of the
people and mounting debt burden has been
given a devastating demension in the case of
India and Pakistan: This is the danger of war
arising out of the long standing Kashmir dis-
pute. The prospect of war of course has an
added horror in view of the fact that each
country is accusing the other of having a
nuclear capability.

It can be argued that continued increases
in military expenditure are unsustainable both
interms of their effects on the budget deficit as
well as in terms of escalating tensions leading
1o a mass holocaust. As the largest country in
the region it may he worth its while for India to

adopt a long term perspective towards the
Kashmir issue. If India were to take the initia-
tive in resolving the Kashmir issue according
to the wishes of the people of Kashmir it would
constitute the best investment in the long term
security of India and of the reglon. Such a
gesture by india would change the percep-
tions of its smaller neighbours that it seeks he-
gemony in the region and thereby establish a
lasting basis of durable peace based on the
equality of sovereign states seeking coopera-
tion rather than conflictin the fulfillment of their
national aspirations. Equally important would
be the peace dividend that India and Pakistan
could reap following a resolution of the Ka-
shmir issue in terms of redirecting a large
proportion of their existing military expendi-
ture for the prosperity of their people. Rising
military expenditure induced largely by con-
tinued existence of the Kashmir issue does
not increase in net terms the security of their
States. This is simply because an increasa in
military expenditure by one country leads to a
similar response by other. This Is clear from
the fact that between 1973 and 1988 India's
defence expenditure increased from US $
2.83 billion to US $ 8.8 billion annually. Simi-
tarly, in the same period, there was an accel-
eration of military expenditure in Pakistan's
case (although at lower level) from US § 0.9
billion to US $ 2.5 billion annualy.  While
national security may not necessarily be
enhanced by an arms race it is clearly endan-
gered by the intensification of domestic pov-
erty that results from it and fncreased social
polarization associated with the perpetuation
of poverty. Today, as the armies of the two
countries face each other across the borders
it is clear that war will have no victors. It may
be time therefore to think of the imperatives of
durable peace and sustainable development.

As we now look towards the future, an
urgent need is felt today, for a new approach
to development. A perspective within which
people in their diverse locations can live in
peace and acquire control over the decisions
that affect their immediate existence; in which
the autonomy of communities and states can
be sought from the tentacles of an interna-
tiona! financial system that is serving as a
conduit for transferring real resources out of
the fragile resource base of the poor; a per-
spective within which production and eco-
nomic growth is conducted to sustain life
rather than serving to undermine it. in short,
the question is, can we achieve a sustainable
relationship between man, nature and growth?
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PART 1

POVERTY FINANCIAL CRISIS
AND RESOURCE DEPLETION IN
- -SOUTH ASIA -

The traditional paradox of South Asia, that

of a resource rich region inhabited by poor
people has been given a new dimension as a
result of the development strategies pursued
in the post independence period. The particu-
lar form of economic growth initiated by post
‘ eolonial elites in this region is such that the

while poverly increases, the crisis in eco-
nomic structure manlfests itself increasingly
in the form of a financial ¢risis. 1 This is a form

. which has more immediate repercussionis for
the establishment than the distant image of a’

people in pain. {f we look at Table 2 we find a

from 15.7 percent to 21.4 percent over the

. period 1972 fo 1985 in the case of India; in

remarkably similar profile of changes inthe ~
. key eéconomic indicators in the cotntries of
. South Asia. While the percentage of'people
- belowthepoverty line remains high, the budget

deﬁcit increases rapidly, as does the deficit in

In ¢ontrast to the deprivation of the péople, the state apparatuses are spending sc much
on themselves that a financial crisis Is emerging. As national indebtedness reaches
Intolerably high levels, the governments have nothing to show for it to, the people except
burgeonlng bureaucratic and mIIltary establishments. ,

very resource potential which could have been.
hamessed to overcome poverty is instead
being rapidly eroded. (The form of this growth
process Is disucssed in Section-2). We will
indicate first,‘how the people of South Asia
remain, deprived of basic'necessities even
after torty years of independence, and that the
particular miechanism of economic growth in
operation in this region may well be i mcreasmg
poverty rather than reducing it; Second we will
examine comparative data for the countries of
South Asia to show a remarkably similar sta:
fistical profile of changes in economic struc-
ture and the emerging financial crisis. Third,
we will provide summary evidence of the
considerable potential in terms of human,

land, energy and ‘mineral resources. Finally,

we wrll indicate recent eviderice to show that
in many cases this resource potential is being
rapidly eroded as the result of ill concelved de-
vetopment strategres

1. Economic Growth, Financlal Crisis and'

Poverty In South Asla.
' Theamechanism of economic growth in
South Asran ‘countries has been such that

the balance of payments. For example. in
India the budget deficit as a percentage of
fotal government revenueincreases from 29.9
percent in 1976 t0-48.9 percent in-1986; simi--
larly, Pakistan’s increases from 38.1 percent
to 53.9 percent, over ttie same period; Sri
Lanka’s figure for budget deficit as a percent-"

-Pakistan from 19 percent to 32 percent; and in
Sri Lanka from 22 percent to 27.6 percent.
Bangtadesh the only exception has a debt
sefvice ratio that remains roughly the same at .
about 18 percent.

The level of debt servicing in these coun-

- fries is so high that a substantial reverse

resource flow is beginning to take place. For
example, Table 1 shows that debt service as

" a percentage of gross disbursements has

age of government revenue already veryhigh - :

at54.3 percent in 1976 increases further to 55 -
percent by 1986.

There is a similar sharp rise in the balance
of trade deficit in these countries: For -ex-
ample, over the period 1970 fo 1984, the trade
deficit increased from US $ 131 ‘million to US
$ 4102 million in India; in"Pakistan frém US $
538 million to US$ 3750 million:in Sri Lanka
from US$ 353 miltion t6 US$1698 million; and
in Bangladesh from USS$ 426 mrlhon to
US$1690 million:

The rapidiy rising budget and balance of
trade deficits have induced such a rapid in-
crease in debt, that the debt servicing burden
is becoming intolefably’ heavy.

Table 1 shows, for example that ratio of
debt.service to export earnings from goods .
andservices (debt serviceratio), hasincreased

. - - TABLE 1 .
SOUTH ASIAN ECONOMIES COMPARED

increased rapidly in Soutty Asian countries.
During the period 1975 to 1985 this ratio has
increased from 43.3 percerijt to 51.5 percentin

. India; from 23.4 percent to 87 percent in Paki-
stan; and form 52 percent:to 73.4 percent in
Sri Lanka.,

While resources are flowing out, the
domestic economic structyres are exhibiting
rncreasrng capital intensity. This is indicated
in Table 1 which shows that the capital inten-
sity of manufacturing incraased from 41 per-

* cent to 45 percent in the Indian Economy over
the period 1975 to 1985; in Pakistan it in-
creased from 24 percent to 28 percent over
the same period; and from 24 percent to 35
percent in the case of Bangladesh. These
changes indicate a declining employment
generation capability of these economies, for
givengrowthrates of GNP. As the data shows,
even at current levels of GNP, intolerably high
deficits are being. generated. It is unlikely
therefore that the.declining employment elas-
ficity with respect to output in:South: Asian
economies, can be compeénsated by acceler:
ating growth in GNP in an attempt to increase
employment. Given the present structure of
South Asian economies there seenis to be a
tendency for increasing unemployment

Let us now consider the evrdence on diet
and health. Table 9 presents data on malnu-

o (1 ., @ - o) @ oI @) [t/ ] )
) Growth ras of Svucture of Production Poverty + Capital . Balance'cf. Budget Expenditure Dbt Revirse
ot GoP ) (percent of GDP) % *  Intensity _ Tiade Defict | Defait On Public Sorvice, Flow of
Country {Percont) R Below of Manu- {Mitiion * as(a%of Administ-a | ‘Ratio (% * Resources*
i ' Poverly facture of Total tionfasa% | . Expont . Debt ..
v Line) { (%of uss) Govemment |  of Total Govi| ~ of Servica
Valuo g Revenue) Expenditure | « Goods and Gross' -
Added) Y W . - Senice) Disburse. R
Manufacturing Servicas . . , N ment .
{
a Jb: |oe 1 - d ‘e : - : T R . . : E
PM Partod Perod| 1965{ 1985] 1865| 1985{ 1875 . 1975] 1984 -1970.| 1984 |1976 | issG| 1972]. 1986 1972 .1985| 1975 | 1965 |
e Pl p T . ! h et Nand B R '3 .
Co v . - . (1 D D i . m |m n n |
India | 337 .50 s, .7} a (.4 % 41 | 45 | 131 | 41018{ 2090 | 469 | 508 ( 643 | 157 214 | 453 | 515
Pakistan 642 | 434 {66 {14 (.20 ] @0 | 47 | 43 | 2 [ 28| 538 -3750~138.1 538 721 ,.r:a.p 19 | 320} 204 } &7
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TABLE 2
SOCIAL INDICATORS FOR SOUTH ASIA
(1) (2) 3 (4) {5 16)
Income distribution Foverty Sanitation Orinking water Reported No. ol death Irom selected
share of id income (% Porcont population Porcont of population | Malaria Vaccina-Praventablo diseases
Country by pmnulc groups of Hausahalds) balow with access to with access Cases oarly 1880s (thousands)
ne Sanitation Services o 1984 Total
(1975) sale drinking water Number
Year Lowest Middie Highest Highest Total | Urban | Rural | Total| Urban} Rural Tetanus Moagles | Whooping
20% 60% 20% 10% Cough
Incba 1975-76 70 436 49.4 336 48 8 30 1 55 80 47 2,023,462 298 782 189
Pakistan 1985-86 6.53 46.80 45.60 30.4 43 20 53 6 40 78 24 73,996 132 183 68
Sn Lanka 1960-81 5.8 445 43.8 347 14 87 80 83 37 7% 28 149,470 na. ne na.
Bangladosh 1881-82 6.6 48.1 45.3 295 84 4 21 2 4 29 43 31,787 1188 173 69

. Pakistan, tor example, 40 percent of ali deaths
) ) © (10) m 02 9 are due to water borne diseases. Similarly,
infant mortality ratesin South Asia are amongst

Popul Populati Infant ity { Child death Primary Secondary Year Vocatonal . . .
por Por Hospital | rate ) ;ato » scnmnm mm {E’r‘wlﬂmom the highest in the world. 2 For the region, as a
Count; Physician bed @ under J ment Rate ol f . . . e
ountry | Physicia (ag: ag: ol i oo Socondary w_hole, the infant mortality rate is 99.2. This is
inschoalas | I school Schoal high even when compared to the industrial
Sofage as % ofage Enroliment) o N
growp) group) economies where- the average is 9. (See
Table 8).
1865 | 1981 1901.82 19851 1965 | 1965 | 1985 | 1965 | 1984 | 1965 1985

in a situation where a large proportion of
india 4,880 | 3,700 634 151 89 2 11 74 20 27 M 1975 \, 0.7 the population Qf South Asia is subiect fo
serious health problems due to inadequate

Palustan | 3,480°| 2910 | 1,737 149 | 15 | 23 18 40 2 ” 15 1878 1.3 diet, and where the frequency of disease is.
compounded by 68 percent of the population

; Stiaria | 5800 | 7450 | 380 i Bl IR T Bl kel Dl il e being without safe drinking water, the gross
] Bangiadosh | 8,400 | 9700 | 4545 2 lizs b2e |1s lew |62 | 1o 0 wis | os inadequacy of medical facilities intensifies the
) suffering of the people. Thus, for example, the
*Note:  Figure refers to yoar 1980, oblained trom: population per physician in South Asia is as

R apar e 100D P o T e B O . 352 high as 10,508. This is almost twice as high as

in developing countries as a whole and about

Soutce:for Socielinicators for South Asle. twenty times the figura in the industri* ~ket

S L3 e s o ecanomies. (See Tebla 8.

b 24as IO e M0 1078 ! st e Emnat and Dovaper . o
\ Tho World Resources Instituts, New York, Basic Books Inc. 1987, The evidence presented in this section
L s BRI B U S e e suggesis thal aven ate fory years of aco-
3 1 1o UuN. Suiical Vear Book 19834, New Yor, 1986, nomic growth in the post colonial period, th~
11 8 12. Wora Bank, Wokd Dovelopant Rapat 1567 New Yok Ood Urvaraly rese 107 majority of the people of South Asianoto
1. Word Bar, Word Tebes (rd Edtian, Val {1, Ballimore, Johns Hopking “"',;:;“""f;; 1983; Worid Bank, remain deprived of basic necessities, but that
T y poverty, malnutrition, and unemployment are
i increasing. in contrast {o the deprivation of the
trition in South Asia as well as comparative  consume 90 percent of the FAO/WHO calo-  pepple, trg,e state apparatuses are spending
: data for other regions. Table 9 shows that 50 rific requirement. The increase in the number so much on themselves that a financial crisis
f percent of South Asia’s population is living  of people was even greater in the category of  isemerging. As national indebtedness reaches

beiow the poverty line, if we use as the crite-  acute poverty, i.e., (80 percent of the FAOQ/ intolerably high levels, the governments have
rion of poverty, a calorific consumption equal ~ WHO norm), (the increase being 47 percent). nothing to show for it fo the people except
to 90 percent of the FAO/WHO requirement In both ﬁtegodes, not only was there an burgeomng bureaucrauc and military estab-
for an active working life. The criterion for  increase in the number of people but an lishments.

acute poverty is 80 percent of ths FAO/WHO increase in the percentage of the population i

norm. The calorific intake in this definitionis  below the poverty line (the changeinthe per- 2, Major Features of the Process of

not enough to prevent stunted growth and  centage share of population being 0.03 to Economic Growth In South Asia
serious health risk. As much as 21 percent of 0.02 respectively, see Table 9).

the population of South Asia falls below even The evidence presented in the preceding
this line of abject poverty. Not only is almost The state of health of the majority of the Section 1 shows that inspite of differences in

half the population of South Asia suffering population of South Asia can be judged by the economic structures and resources, South
from diet deficiency, but it appears that the  fact that 68 percent of the population in the  Asian economies have a remarkably similas.
. number of people in this category are increas- region does not have access over safe drink- profile with respect to the changes that are
3 ing over time. Over the period 1970 to 1980,  ing water. Consequently, a large number of  occurring over time. While levels of poverty
' there was a 38 percentincreaseinthe number  people are dying due to waterbome diseases ~ continue to remain high the ¢apacity ot tha.
of people in South Asia who were unable to  such as Cholera, Typhoid, Dysentery, etc. In  economy to deal with it appears to be deterio-
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Country Total Population
(all ages)

India 781.4 million (Mid 19860 b
Pakistan 99.2 million (mid 1986) b
Sri Lanka 16.1 milion (mid 1986) b
South Asla as % of the

developing countries 28.0%
South Asla as % of Workl 21.8%
Notes:

(a) India, Pakistan, Srl Lanka, Nepal and Bangladesh.
(c) Including auxiliary personnel.
(d) Including technicians.

(g) Data relate to numbers economically active.
(h) For 1972,

TABLE 3
HUMAN RESOURCE POTENTIAL (SOUTH ASIA) a

Scientists, Engineers and  Population it working age
Technicians engagedin R& D  Group (16-64 years)

Early 1980's Percentages

56527 ¢, d, e 56

11620 53

10997 (1977) g, h, 62
20.1%
2.4%

(b) Figures obtained from World Development Report, 1988, table 1, Basic Indicators.

(e) Data relate to R & D activities concentrated mainly in Government financed research esteblishment, Soclal sclences
and humanities in the higher education and general services sectors are excluded.

rating. This is indicated by declining employ-
ment elasticity with respect to GNP growth,
and rapidly rising budget ahd balance of
payménts deficits. This points to the similarity
of some of the features of the growth mecha-
nism in operation in South Asian countries.
These features wilt be described in summary
form in the present Section.

At a formal level the development strate-
gles in South Asia have varied both across
countries as well as across different periods in
their post independence history. 3 Yet, there
are certain important characteristics of the
growth process which have been common to
all South Asian countries. These are:

(i) The growth process occurred within the
framework of highly centralized state struc-
tures. This, in turn, had two implications. First,
even where {and in periods when) democracy
functioned, the people could not participate in
the daily decisions that affected theirimmedi-

ate economic, social and ecological environ-.

ment. Second, the large bureaucracy and
military establishment could claim a dominant
share of government funds.

(i) The growth process was based on ahighly -

unequal distribution of productive assets, and
therefore induced poverty and inequality in
income distribution together with large import
expenditures on luxury consumer goods.

(iii) The government revenue was drawn from
a narrow tax base. At the same time, the
centralized nature of the state structure in-

duced a rapid increase in nonproductive.

expenditure. There was little government
revenue left over for poverty alleviation pro-
grammes, or the construction of social and
economic infrastructure for a rapidly growing
population. The administrative and defence
expenditures of the governments were so
high that in many cases they were obliged to
engage in both domestic and foreign borrow-

ing to finance nonproductive expenditure. in
such a situation the budget deficits grew un-
abated. Soon, the debt servicing on loans in-
curred to finance these deficits became a
major element in the deficit itself. This ush-
ered in the phenomenon of reverse transfer of
resources whereby an increasing percentage
of gross aid disbursements went into debt
servicing.

(iv) The reverse flow of resources was in-
duced not only by pressures originating on the
budgetary side, but also by pressures on the
balance of trade. These arose out of the fact
that in most of the countries of South Asia the
export structure was oriented towards pri-
mary commodities whose terms of trade were
declining with respect to manufactured im-
ports. Growth of export earnings in South Asia
were further restricted by the protracted re-
cession in the post 1973 period, in the ad-
vanced industrial countries and the imposition
of quota and tariff restrictions on Third World
exports to these countries.

(v) Since the pattern of demand was based on
an unequal income distribution, during the
growth process, demand become concen-
trated in relatively expensive goods requiring
capital intensive production techniques. More-
over, in a number of countries in South Asia,
economic growth involved using imported
technologies. Since these technologies are
designed according to factor endowments in
the advanced industrial countries, they tend to
be relatively capital intensive. Even where
efficient technology choices exist, entrepre-
neurs in South Asia often prefer the more
capital intensive technique because of control
over the production process it enables, in a
situation where labour-management tensions
are endemic. At the same time, with the onset
of the Green Revolution and the problem of
“bunched" labour demand at peak seasons,
there was a tendency for increasing mechani-
zation even in agriculture which was tradition-

ally expected to bear the orunt of labour ab-
sorption.4

The tendency of growing automation in
both industry and agriculture resulted in de-
clining employment coefficients with respect
to output. Thus, while the labour force in South
Asia was growing rapidly, employment gen-
eration for given growth rates was declining.
In such a situation one would expect unein-
ployment to increase over time.

3. The Resource Potential of South Asia

Table 3 to 8 provide evidence of the human
and natural resource potential of South Asia,
in comparative perspective. As Table 3 shows
South Asia has 20.1 percent of all scientists,
engineers and technicians who are engaged
in research and development, in the develop-
ing countries of the world.5 This points to the
considerable potential for creating new knowl-
edge and of using it for economic and social
development. In terms of enroliment in higher
education, South Asia has an average 410
persons per 100,000 of the population, com-
pared to 168 per 100,000 in China.s Even
though the quality of higher education in
many cases is poor, South Asiais addingtoits
reservoir of University graduates at a much
faster pace than China, but a much slower
pace than South Korea. (The latter of course
has a much smaller population base). Interms
of the [abour force also South Asia has a huge
potential, having 40.2 percent of the working
age population of all developing countries.7

Table 4 presents regional and compara-
tive data for land resources and the potential
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Source:

f: The estimates are calculated from World Bank data for each country using the same poverty Line: The income
per head accruing to the forty fifth quartile of the Indian population is Rs. 15 per capita at constant 1960-61
pricas, adjusted by the consumer price index for agricuttural labourers. This income s estimated to afford 2250
calorigs per person per day, and is defined as the paverty line. '

g The folowing industries were defined as capital intensive (Intemational standard industrial classification {SIC
351 (Industrial Chemicals), 352 (other chemicals), 356 (Plastic products), 362 (glass and glass products), 369
(other metal non-mineral products), 371 (lron and steel). 381 (Metal products), 384 {Transport equipment), 385
(professional and scientific equipment). :

h 1972-3.

[ 1979,

it 1978.

k: 1985.

I 1986.

m For India the debt servicing rath is based on the debt servicing on all loans (official and commercia). )

n:  Forindia's reverse flow caiculation, only official flows are considered. Here the debt servicing figure for official
Loans is taken as is the figure of gross loan disbursemants.

For Pakistan the 1986 figure is used. Gross disbursements are exclusive of aid 1o Afghan regfugees.
p: 1978,

For South Aslan Economies compared.

UNCTAD, Handbook of Intemational Trade and Development Statistics, New York, U.N., 1987 table 5.2; N.L. Sirisena,
"Determinants of Economic Growth in Sri Lanka, 1970-86", Sri Lankan Economic Joural, Vol. 2, No. 1, 1987.

World Bank, World Development Report 1387, New York, Oxford University Press, 1987, Table 3
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