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Preface

This book tells the exciting story of how the partnership of the Aga
Khan Rural Support Program (AKRSP) and the small farmers of
northern Pakistan began and what it has achieved so far. We make no
claims beyond the fact that it reflects our perspective and under-
standing of the process of rural change underway, in which the
partnership is evidently playing an important role.

AKRSP was established as a nongovernmental organization in
1982 to act as a catalyst for the development of rural people living in
the high mountain valleys of the Himalayas, Karakorum, and Hindu
Kush ranges. The AKRSP experiment in rural development is
premised on the proposition that the rural people can improve their
economic and social status through organization at the village level.
The key to the sustainability of this organization is participation. The
aim is to make the Village Organization (VO) a vehicle for promoting
sustainable development while maintaining equity through participa-
tion. An important point in the partnership of AKRSP and the rural
people of northern Pakistan is that it is a replicable experiment,
containing generalizable lessons for practitioners and researchers
alike. The specificity of the program is in fact one of the strong
features of the organizational model on which the AKRSP experiment
is based. '

This program for rural development was initiated by the Aga
Khan Foundation (AKF) and is now supported financially by several
bilateral donors and nongovernmental organizations, including the
governments of Canada, Netherlands, Norway, and the United King-
dom, the Commission for European Communities, the Aga Khan
Foundation, OXFAM, and the Konrad Adenauer Foundation of
Germany. The project was evaluated by the World Bank in 1986 and
1989.



xiv Preface

The idea for writing this book originated in the summer of 1987
when the authors first met in Gilgit. SSK was for years a practicing
believer of organization as a vehicle to improve the quality of life of
the rural poor and small farmers. MHK was, however, ambivalent
about the general validity of the organizational model for rural
development. Practice has since galvanized the former’s belief, and
observation has made the latter less ambivalent. We think that the
AKRSP experiment is neither unique nor revolutionary, hence it is
generalizable.

We are grateful to Messrs. Ramzan Merchant, Nazeer Ladhani,
Robert d’Arcy Shaw, and Dr. Christopher Gibbs in the Aga Khan
Foundation network for their constant encouragement and help. Dr.
Gibbs made extensive and valuable comments on an earlier draft. We
also appreciate the ungrudging support we received from several
members of the AKRSP staff. The book could not have been pro-
duced in its present form without the help of Ms. Anita Mahoney of
Simon Fraser University, who prepared the camera-ready copy with
great care and speed, and Ms. Diane Spalding, Production Editor, and
her associates in Greenwood Publishing Group, who edited the
manuscript and generally guided the production process.

We take full responsibility for the views expressed and all errors
the reader may detect in the book.
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The Mountain Society and Economy

BACKGROUND

The people of northern Pakistan are as close to the top of the world
as anyone can get.! They have lived for centuries in the valleys and on
the slopes of the Himalayas, Karakorum, and Hindu Kush ranges,
which include some of the tallest peaks in the world.2 Their physical
environment is as harsh as it is fragile, dependent on the moods of
nature and mountains. Historically the evolution of their economic
and social structures took as given the dominant position of their
physical environment. Accommodation with, and not domination of,
the environment was the key to their survival and their poverty. A low-
level equilibrium existed in these territories until recent times,
reflecting a subsistence economy based on a limited number of
farming systems. At the end of the nineteenth century, perhaps no
more than a quarter-million souls existed in an area larger than
Switzerland. Their number is now estimated at more than three-
quarters million on a resource base that, in some respects, has shrunk
In response to the rapid growth of population, slow development of
technology, and lack of altemative employment.

It is true that a vast majority of the people in northern Pakistan are
small landholders and poor. There is indeed in this sense a high
degree of economic homogeneity in the villages. Small holdings and
Poverty are mainly the result of factors cited in the preceding
Paragraph. There is also a visible sense of reciprocity in order to
Mmanage common resources: watercourses, grazing and pastures, and
forests. In fact, this tradition was developed in response to the need to
dccommodate a hostile physical environment in the mountains. The
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institution of individual property was not as strong as that of common
property management, though often it was located within a feudal
structure of power. Individual private property did not exist in its
modern sense, since the feudal lord or ruler (representing the state)
regarded himself as the owner and treated the landholders as tenants
of the state (ruler).3
Feudal rents were extracted in various forms, including corvée
labor. These rents and services were claimed in return for protection
and access to resources (water and land) that the individuals enjoyed
either as members of the same clan or as subjects from other clans or
groups. An elaborate system of reciprocal responsibilities, with
sanctions and power of enforcement, had been developed. It was not
always continuous, because of the changing fortunes of dynasties and
persons in power. The political structures were based on personal
power embedded in loyalty, which in turmn was based on tributary
relationships. The relative economic homogeneity observed today in
the villages is a reflection of the disintegration of feudal power. The
process of disintegration began perhaps earlier than the formal
liquidation of the princely states in the early 1970s.4
The people of northern Pakistan are not a homogencous lot in
terms of their social structure and power relations. There are definite
divisions based on race, ethnicity (tribes and clans), caste, religion, and
languages (dialects). They are predominantly from the Aryan and
Mongol stocks, with a mixture of Caucasian and Indian blood. They
speak several languages and dialects, of which Shina, Brushaski, Balti,
Wakhi, and Khowar are most common. Their ethnic composition is
even more intricate, partly because of lineage and partly due to
movements of people. All are Muslims, except for a few thousand
Kalash in Chitral district. But Muslims are divided into two sects,
namely Shia and Sunni. The Shia are again divided into Ismaili Shia
and Athna Ashari Shia. The three-way division of Muslims in the
region has been a constant source of mutual distrust and even
violence.5 Traditionally, in most villages, a caste system also existed,
reflecting the economic and social functions each caste was expected
to perform and in turn the position it enjoyed. The thin crust of
aristocracy was followed by a majority who held and cultivated land.
The landless castes were composed of craftsmen and entertainers, who
were at the bottom of the heap. The traditional caste system has
become less important with gradual change in the rural economy.

The political history of northern Pakistan was fluid and turbulent
until recent times. There were a large number of ministates, ruled by
contending individuals or families involved in internecine strife and
wars. The dynastic rules, embedded in personal power, expanded and
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research has shown. It is true that the British tutelage in general and
their administration in particular arrested the expansion and
contraction of the ministates. It has been contended—with supporting
evidence—that without the tacit support of the British the Dogras of
Kashmir could not have retained their tenuous claim to parts of
Gilgit.?

The indirect rule of the British for nearly fifty years in northern
Pakistan was not altogether benign, considering the excesses made by
the Dogras and other rulers on their subjects. The British did very
little to alter the basis of feudal power; their support of the individual
ruler was based on his loyalty to their administration in India.
However, they set in motion a process of change that gradually
affected the social and economic structure by building the physical
infrastructure (bridges and roads); introducing modern medicine;
establishing schools; providing jobs in public service (military and
civil); and maintaining law and order.

One of the major developments during the 1920s and 1930s was
the resettlement of people from the land-scarce Mirdom of Hunza on
uncultivated lands in Gilgit. The British encouraged the Mir of Hunza
by granting him subsidies in return for his cooperation in the
resettlement program. The increased availability of food from the new
lands after irrigation channels (kuhls) were constructed was apparently
a major factor in reducing mortality and improving the standard of
health in what was a food-deficit area. While the process of change
was slow, the expansion of services and formation of new settlements
had a major impact on the rate of growth of population. Of course,
the pressure of population on resources started to build more rapidly
due to changes in the last thirty years.

The period from 1947 to 1950 was a watershed for northern
Pakistan in that the British withdrew and the Dogra rule was
overthrown in Baltistan, Diamar, and Gilgit.® The states of Chitral,
Hunza, and Nagar acceded to Pakistan, as did the territories ruled by
the Dogras. Chitral as a princely state was abolished in 1969 and made
a district of North West Frontier Province (N.W.F.P.) in 1970. The
states of Nagar and Hunza were abolished in 1972 and 1974. The
Government of Pakistan also abolished all vestiges of feudal power
under its Land Reform Acts. The traditional authority of the Mchtar
in Chitral was transferred to the provincial Government in NNW.F.P.
and of the Mirs and Rajahs to the federal Government in the districts
of Baltistan, Gilgit, and Diamar, now collectively called “Northern
Areas.” With the formal abolition of the feudal authority of Mirs and
Rajahs, landholders became the real owners of lands on which they
had acquired the traditional rights to cultivate.
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The abolition of princely states, and with them the feudal power of
fonr‘zer lrulcrs (and their agents at the village level), created an
ms_mutmnai vacuum in two important respects. First, in the areas
w!nch were not “settled”—most of the district of Gilgit, and all of
Dx‘arnar and Chitral—it created the need to identify and recognize
private property rights in land at the village level.? Perhaps a more
serious problem was created in the regulation of rights and
management of common property such as (low and high) pastures
anq forest.s. The mediating role of the feudal authority of Mirs and
Ra;ahs in disputes between individuals and groups or
nelghporhoods—clans, hamlets, villages, and valleys—has not been
effcctwely replaced by the state or even by informal groups at the
village or valley level. In some areas, as in forests, the role of the state
has exacerbgted the problem of management of common property
The uncertain state of common property has led to overgrazing 01"
gzitjz::; and overharvesting of forests in many areas of northern

. The relationship of people with the postcolonial state is very
different from their relationship with the feudal state. With the latter
there was usually a well-defined patron-client relationship, in which
the reciprocal obligations (though asymmetrical) were well known and
stqble. '_I‘he instruments of oppression were often balanced by
primordial loyalties and patronage. The postcolonial state has
develloped no organic bond with the people because it has not
substituted the patron-client relationship with a new social contract
The superstructure of the state rests on a nominal system 0%
representation, in which the state bureaucracy exercises considerable
power lwnhout accountability to the people. The decision-making
power is now with the nominal representatives and bureaucrats. The
development of Village Organizations (VOs), supported by the Aga
Khap _Rural Sl}pport Program (AKRSP), is an informal but an entirely
participatory institutional arrangement to provide the missing link
between the state and the rural poor.

e
o

THE ECONOMY IN TRANSITION

In order to understand the present state of the
northern Pakistan, two general comments must be madi:.:ogi(i::y Ll*?:
housgi:hold economy is still affected mainly by the intricate and hi,th
loc.:illzed farming systems, dictated by land, altitude, and water. Thz
major economic relations are at the village level. Second, the
exchange economy between villages is limited, although in the ;mall
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urban centers it has developed more rapidly. The overall economy of
these areas has developed significant exchange relations with Pakistan,
particularly after the opening of the Karakorum Highway (KKH) in
1978. An important aspect of these relations is that in value the
imports of the northern area economy from Pakistan far exceed
exports. This area also participates——fonnally and informally—in the
transit trade between China and Pakistan through the KKH.

Human Resources

The population of northern Pakistan is about 820,000, almost
equally distributed in the districts of Baltistan, Gilgit, and Chitral.
They make up about 108,000 households scattered in 1,230 villages
(See Table 1.1). An average household has seven to eight members
and the village has about eighty households, although there is
considerable difference in the village populations. Most of the
population can be regarded rural; the three major urban centers are
the towns of Gilgit (40,000), Skardu (20,000), and Chitral (15,000).
The population is very young: children under fifteen years make up
45 percent of the population. Males outnumber females both in urban
and rural areas, although male migration is not insignificant. High
female mortality (as infants and adults) and their underenumeration
may be the two major reasons. The growth rate of population in the
last thirty years has increased from about 2 percent to nearly 3.5
percent per year. A major reason for this has been a sharp decline in
mortality without a significant fall in birth rates. However, infant
mortality is estimated at 150 to 200 per 1,000 births.

The standards of education and health are even lower than those
reported for Pakistan, which are among the lowest in the Third World.
The overall literacy rate in northern Pakistan is twenty percent with
less than four percent for females and less than fifteen percent for
adult males. Expansion of private and public schools at the primary
level in the last decade has increased the literacy rate among young
males and females. There is significant expansion in the demand for
schooling in most communities. It is particularly impressive in the
Ismaili Shia villages, from which a significant proportion of male and
female youth go to schools and even colleges. !0

The state of health is generally poor, partly reflecting malnutrition
and undernutrition. But it also reflects poor hygiene and sanitation,
including poor quality of water, which affect children more than
adults. Waterborne diseases are a common cause of high incidence of
morbidity and mortality in the population. The supply of health care

Table 1.1
General Statistics of

Gilgit, Chitral, and Baltistan

Indicator Gilgit Chitral Baltistan
Area (sq.km) 28,500
I;IIumg of Villages 306 14’;5)3 25,232
umber of Households 2
e 9,600 36,000 32,396
1961 113 113 132
1972 158 159 169
1981 228 201 224
1990 277 270 272
Government Schools
Primary: Male 90 186 152
‘ Female 22 77 16
Middle: Male 36 28 36
. Female 3 10 3
High: Male 14 35 11
Female 3 3 1
Government Colleges
Inter.: Male 1 1 0
Female 1 1 0
Degree: Male 1 2 1
Government Health Services
Hospitals 10 3 11
Beds 309 253
Df)cters ’ 56 30 50
D_ispensanes 43 16 59
First Aid Posts 30 28
Rural Health Centers 3
_ Paramedical Staff 392 “413
Livestock Centers
Hospitals 6 1
Dispensaries 17 14
Aga Khan Health Services
Hospitals 3
Health Centers 15 15 1
Dispensaries 1 35
Doctors 11 2
Lady Health Visitors 32 22
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Table 1.1 (continued)

Indicator Gilgit Chitral Baltistan
Aga Khan Education Services

Primary Schools 77 34

Middle Schools 43 11

High Schools 3 1

Model High Schools 2

is expensive, though available. As with education, private and public
sectors are gradually responding to the growing demand for
accessible and relatively inexpensive health care.!!

A very small proportion of the rural households—perhaps no
more than 10 percent—have access to piped water of good quality
and sanitation facilities. A major project is now underway in the
public sector to improve the quality of potable water and sanitation at
the village level.!2 An important aspect of the recent expansion in
schooling, health care, water supply, and sanitation in northermn
Pakistan is the participation of rural people through self-help projects.
As will be discussed in a later chapter, AKRSP has been playing a
leading role through the VOs in coordinating these projects and
activities between the funding agencies and prospective beneficiaries.

While there has been a discernable shift of labor to other sectors—
public and private services in particular—in recent years, three-
quarters (if not more) of the household labor force is engaged in
farming. Most of the rural labor works within the household, although
sharing is a common method for constructing and maintaining kuhls,
harvesting of field crops, and grazing of livestock in the low and high
pastures. Children and females make a significant contribution to the
production system, in addition to their numerous activities in the
household. Migrant labor between places in the region—for work in
private and public sectors—and outside the region is a major source
of cash income to many households. There is evidence that nonfarm
income through wages and salaries is essential for nearly two-thirds of
the rural households. A high proportion of the migrants are still
temporary workers and return (o the village for part of the year to

participate in household production and related activities. There is
increasing evidence that permanent migration may be on the increase
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among the educated youth, desti . )
to the plains. ¥ estined to towns in northern Pakistan and

The Geographic Setting

The AKRSP project area—districts i ilgi
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i mal, rare.ly exceeding 200 mm in a year, but there is a
e Og n% 1;_:1}; with altitude and heavy precipitation (the equivalent”of
ar’ld harsrl?)e alls as snow at heights above 6,000 meters. In this fragile
g cg;:;(;l;g&:n; Egi(t)ilgﬁsh?[?}‘: cstgblilst(ljed their livelihoods in a
fans on valley floors unstable slc(:sg, s e
elevation forests and, meadows Sgrfs;czn;:tlé?yismdest oy uad
msgr‘;ral n;'er flow, springs, glacial streams, and snow;‘;ﬂagtl:?ngﬁgg
b Iengh rg;n{?: sia, t_he lherrpal climate is continental and dictates
B growing period and types of crops grown. The

g seasons and cropping patterns change with the altitude and
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microclimates of the valleys. Except for the alpine pastures, almost all
crop production depends on irrigation water from snowmelt, glaciers,
springs, and occasionally rivers.

Agriculture: Resources and Production

Agriculture is constrained by scarcity of land and irrigation water.
But land and water per se are not scarce: the real scarcity is of flat land
with access to dependable water supply and in close proximity to the
settlement (village). Agriculture is still by far the largest economic
activity in northern Pakistan: it provides a major proportion of income
and consumption to over 80 percent of the households. The farming
systems can be described as arable crops mixed with (fruit and forest)
trees and livestock. While there is a range of farming systems in the
region, they all contain the common cereals (wheat, barley, and corn),
grain legumes, fodders (lucerne and clover), vegetables, small
livestock, fruit and nut trees, and trees for fuel and timber. Low- and
high-altitude pastures, usually used in summer as common property
by villages or neighborhoods, are an integral part of the intricate
crop-animal nexus. Specialization for commercial use is limited,
though there are visible signs of transition from a subsistence 0 an
exchange economy at the village level.

Farming in northern Pakistan is characterized by three main
features. First, a basic objective of most rural households is to
maintain self-sufficiency in the face of high transport cOSts of bulky
grains. Of course, this objective is now achieved by a small proportion
of the village population, reflecting increased pressure on land; new
cash incomes through employment; increased access to markets and
sale of small surpluses for exchange; and access to subsidized grain
and flour.

The second feature is the interdependence of crop cultivation and
livestock husbandry: animals are needed for manure to improve crop
yields and provide power to plow; livestock in turn depend on fodder
and straw from crops in the harsh winter months. This
interdependence is also undergoing change as the livestock
population is falling due to the shortage of labor; the introduction of
farm implements; the use of chemical fertilizers and new varieties of
grains; the shortage of fodder; and the shrinking grazing lands and
pastures.

The third feature is the effective integration of mixed farming
with altitude. The highest altitudes provide snow and ice for irrigation;
the intermediate altitudes provide pastures for animals and timber for
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fuel_; anf] the lowest altitudes provide sites for human settlements and
cultivation qf crops with a growing season long enough for crops to
reach maturity. Seasonal crops are rotated according to the altitude
and the length of growing season: two seasons—wheat or barley
followed by corn—are quite normal for heights of 2,000 meters or
lower; thcn_thcrc is a transition zone from about 2,000 to 2,400
meters, varying with the valley, in which one quick-growing cr(;p is
followed by another. For heights above 2,400 meters there is usually
on.]y one crop season, although farmers try to harvest a major crop on
h_elgpts of up to 3,000 meters. The importance of livestock increases
significantly, creating heavy demands on forage from trees, shrubs
and grasses that are highly seasonal. The pasture and foresi
economy—apd with it the fragile environment—is being threatened
by overgrazing and overharvesting, reflecting poor management of
common property and the increasing pressure of population without
investment in conservation and plantation.

Despite the increasing accessibility to subsidized wheat in the
marketplace, most rural households devote a major part of their
resources to producing cereals for consumption. The varieties planted
are r_npstly traditional, due to their adaptability to local growing
c_on'dm‘ons, high straw yields, ability to tolerate water stress, and the
limitations of minor elements in the soil. The new varieties of wheat
have not spread widely, although they were introduced in the early
19708..They require high doses of chemical fertilizers and better
regulation of water supply to outcompete the local varieties.

_ As stated earlier, one-quarter to one-third of the wheat consumed
in ‘the region is brought from the plains of Pakistan. There is also
evidence that the potential for cereal production is not as promising as
that fqr pulses and vegetables. The potential for seed potato on high
elevations has been explored and farmers are getting involved in its
production and trade. Similarly, a variety of fruits are grown, and
some gf them have already shown great promise in recent years, such
as apricots, cherries, and mulberries. The increasing dependence of
people on imported livestock, particularly in towns, reflects the serious
problems in increasing the quality of livestock products in the region.
Common property management for the hill irrigation and alpine
pastures requires a high degree of cooperation at the village and
valle)_z levels. Local institutional arrangements for cooperation with
sanction of the feudal rulers have survived. The feudal authority of
Mirs and Rajahs began to decline in 1947 and formally ended in
1974. The effectiveness of former arrangements for management of
common property also declined. Common rights in water and pastures
were generally accepted, but the rules and sanctions were not
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effectively enforced. The large investment of labor required to
construct and maintain the kuhls and to transport animals to pastures
was disrupted somewhat. However, there is a strong realization that the
individual household can benefit from common property only if the
reciprocal obligations are accepted and enforced. It is this legacy of
the traditional arrangements and the need for sharing that AKRSP has
effectively used to establish the VOs.

The Technology in Agriculture

The annual cycle of activities and the technology used in northem
Pakistan have been developed through trial and error. They were well
adjusted to the isolated mountain economy and adequate for the
needs of the population. The system, evolved through generations,
reflects compromises with the physical environment and natural
conditions. Changes in the system with outside influences have to be
introduced with great care, although some of the changes are
internally induced because of the increasing pressure of the
population on meager resources and access to markets and inputs.

The great variation in the cropping system and technology
observed in this region reflects the effects of altitude, aspect, access,
and source of irrigation. At low altitudes two cereal crops are
harvested. At high altitudes either two quick-growing crops or only
one main crop is grown, and dependence on livestock increases.
Between the low and high altitudes are the transition zones with a
variety of combinations of crops and livestock. Crop choices are also
affected by the source of water and its temperature. Occasionally
crops are harvested before maturity to avoid the second crop being
eaten by retuming animals in the autumn.

Irrigation is based on kuhls and water is applied to the field by
border strips or furrows. Overwatering and long intervals between
turns cause leaching and loss of nitrogen from the soil. The traditional
field infrastructure for irrigation is not well protected against water
loss, although trees are planted on field channels to stabilize their
structures. Crop seeds are not tested for their quality, and their sowing
is based on simple broadcasting with a high seed rate. Chemical
fertilizers have been introduced, but their interactions with water, soil
structure, and manure are not known, with wastage and damage to the
soil. A lot of weeding is required because of the high seed rate and to
feed the animals.

Livestock breeds are local, evolved through centuries of localized
and mixed breeding. They are set free for grazing during the summer
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and fall seasons and are stall-fed in winter. The summer distant
pastures are crucial for the rural economy. Animal manure maintains
soil structure and fertility and allows the use of machines and
fertili;er. The summer migration of animals reduces the supply of
organic matter and demands labor. Winter feeding is a serious
problem in maintaining the quality of animals. Animal diseases are
not well identified or controlled.

A large variety of fruits are grown in abundance in several valleys
of northern Pakistan. But there is no organized fruit culture:
individual households have a number of fruit trees from which the);
harvest the fruit for household consumption in fresh and processed
(dry) form. Fruits are harvested and dried in traditional ways, subject
to considerable wastage of the produce.

The Exchange Economy

The process of rapid economic and social transformation in
north_em Pakistan began only recently. One of the major factors for
opening the northern area economy was the development of transport
1nfrastruqture and communications. The historical isolation of many
of the villages and hamlets due mainly to topography has been
bro_ken by the construction of roads. Until 1947 the region had access
mamly_ to Kashmir through Baltistan and Astore. The links to
Afghanistan and China were based on routes that were difficult to pass
for several months in the year. Chitral still has only one road access
fmn_l N.W.E.P. through the Lowari pass, which is impassable for four
1o six n}onths. Similarly, its access to Gilgit through the Shandoor pass
Is restricted to six to eight months in the year. After the de facto
division of Kashmir in 1949, the first link with the south of Pakistan
was established by air from Rawalpindi to Gilgit and Skardu and from
Peshqwar to Chitral. A pad for jeeps was built through the Babusar
E?SI\SI {; I1:938 to reach Gilgit from the south through Kohistan distriﬁct
The most important event in opening the northern economy was
th_c completion of KKH in 1978. It was built in about twenty years
with Chinese assistance. It passes through Hazara, Chilas, Gilgit, Nagar
anq Hunza, and connects Islamabad with the Khunjerab pass at Lhé
Chinese border. KKH has also been linked to Skardu in Baltistan by a
Paved road since 1984. The Gilgit to Chitral road is being gradually
improved and paved. Additionally, several old roads have been
improved and many link roads built. Movement of people and
goods—the “Suzuki revolution”—is in evidence in many parts of
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northern Pakistan. KKH has reduced the cost of moving people
(including tourists) and goods. New services, including hotels, are
growing. Urban growth is visible not only in major towns but also in
small valleys.

The opening of the northern economy, particularly its links with
other parts of Pakistan, has increased the migration and wage
employment of people, hence the cash nexus. A large variety of
goods are imported in bulk into the region, but not matched by
equivalent value of exports. Similarly, there are still a limited number
of small-scale industries for processing raw materials produced in the
region; its fruits, vegetables, timber, and mineral wealth are waiting to
be developed and processed for sale in other markets. Major sources
of income from outside are the remittances from workers in other
parts of Pakistan and the recent growth of the tourist trade. In general,
the northern economy is clearly a deficit area, dependent on imports
and government subsidies. (See Tables 1.2 and 1.3.)

Considering the isolation of northern Pakistan, its general state of
backwardness, and its strategic position, it has received considerable
attention from the governments in Islamabad and Peshawar. The
public sector investment has risen from Rs.23 million in 1960-65 to
Rs.466 million in 1989-90 for physical infrastructure of transport
and communications; supply of electricity; construction of irrigation
channels; schools and health care centers; agriculture and veterinary
extension services; and rural water supply and sanitation.

Economic and financial subsidies are provided by the government
for transport by not including the additional costs of freight to Gilgit,
Baltistan, and Chitral for supply of essential commodities like grain
and fuel. Bus and air travel are also subsidized; electricity is sold at
reduced cost; subsidy is given on chemical fertilizer and for imported
live animals for meat sold in urban centers. A major consequence of
these subsidies is that they are not necessarily equitably distributed by
income groups and residence; they also tend to distort consumption
and production patterns. Cheap imports of grain and livestock provide
little incentive for increased production but induce people to produce
cash crops or move to cash employment to buy the imported grain
and meat. Sustainable development in northern Pakistan will have to
depend on increased production capacity through improved
management of natural resources of forests and pastures, specialized
and new production enterprises, creation of new skills, and provision
of support services with the greatest impact on productivity.
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Table 1.2
Imports into Gilgit, Chitral, and Baltistan (Million Rupees)

—

Commodity Gilgit Chitral Baltistan
Wheat (grain/flour) 70.00 23.00 3.60
Rice 13.00

Pulses (lentils) 7.00

Ghee (hydrogenated oil) 37.00

Fresh Vegetables 9.30 1.61 2.74
Fresh Fruits 5.04 1.83 0.68
Beef and Mutton 29.95 1.21 10,01
Poultry Products 18.30 0.84 5.72
Milk and Products 17.57 5.00 0.64
Fruit Juices 1.25 .
Kerosene Oil 6.06

Total Value: 151.41 90.49 23.39

Note: These estimates were made by the Marketing Section of AKRSP in 1989
Thf_:y are based on a detailed survey of major commodities coming from the:
plains of Pakistan into these districts. There is limited export of goods from
norl.hem‘ Pakistan to other areas. The general impression is that the region has a
substantial deficit in its balance of trade, but its estimates are not available. The

gis‘lricl of Gilgit also benefits from the transitory trade between Pakistan and
ina.

! I_t is alsg true that the public sector itself cannot be the most
‘fh ﬁc:e'nt vehicle for the development and management of resources at
me village and valley levels. The bureaucratic and centralized

anagement model followed by public agencies—even if the workers

:;?t:gfouptable to cl'ccted rcpm.sentatives and not corrupt—is seldom
E ¢ for delivering those inputs and services that most small
- IS and.lhe poor really.n.ced to mobilize their resources and
sing)iliove their standards of living. In fact, in many countries with
. :;1; circumstances, the poor and peripheral people develop their
E Strategies 1o circumvent the bureaucracy. One such strategy is

ganization. It is this strategy that AKRSP has adopted in northern

Pakistan for the rural poor to establish a sustainable basis for

€conomic development and social stability.!3
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Table 1.3
Government Expenditures in Northern Areas and Chitral (Million

Rupees)

Expenditures Northern Chitral
Areas!

Current Expenditure?
1983-84 210
1989-90 266 45.20
1990-91 (Budget) 450

Annual Development

Expenditure3
1983-84 150 70.00
1989-90 424 42.00
1990-91 (Budget) 500

Notes:

1. “Northern Areas” include the districts of Gilgit, Baltistan, and Diamar.

2. Current expenditures in Northern Areas include financial subsidies
(transfer payments on wheat flour, sugar, salt, and POL), which amounted to
Rs.27 million in 1983-84; Rs.20 million in 1989-90; and Rs.20 million
budgeted for 1990-91. The financial subsidies in Chitral district were Rs.5
million in 1983-84; Rs.7.8 million in 1989-90; and Rs.9 million budgeted for
1990-91.

3. Roads and power development are the two major items of investment in
the annual development programs in each area.

The Farm Family Profile

An economic profile of rural households in the program arca was
recently developed by AKRSP, based on the data gathered in 1988
89. (See Table 1.4.) The three program districts are dominated by
small landholders with low incomes and a relatively egalitarian
distribution of assets and incomes. The average rural household has
between three-quarters to one hectare of land under the plow; two t0
four large animals; five to eight ruminants; a few birds for meat and
eggs; some fruit trees dispersed in the village; and a vegetable patch

Table 1.4

Household Profile for Gilgit, Chitral, and Baltistan

Indicator Gilgit Chitral Baltistan
SIZE OF HOUSEHOLD 8.4 1.7 5.8
Males 52% 52% 53%
Females 48% 48% 47%
M:F Ratio 108:100 108:100 115:100
< 10 years 50% 50% 41%

LITERACY RATE 39% 29% 20%
Male 53% 42% 35%
Female 25% 15% 3%
5-20 years 64% 50% 33%

RURAL RESIDENCE 90% 94% 94%

VALUE OF ASSETS/

HOUSEHOLD (Rs.) 755,000 468,049 296,208
Land 77% 69% 60%
Shelters 14% 14% 20%
Trees 6% 12% 15%
Animals 2% 3% 5%

TOTAL ASSETS

PER HOUSEHOLD
Land 1.78 ha 1.25 ha 0.69 ha
Fruit Trees 40 36 81
Other Trees 195 358 71
Animals 15 17 13 »
Birds 8 10 -4

VALUE OF LAND

PER HECTARE (Rs.) 327,793 257,636 261,353

CONCENTRATION OF

ASSETS (GINI) 0.39 0.23 0.36
Bottom 20% 6% 11% 6%
Top 20% 44% 35% 40%



Table 1.4 (continued) Table 1.4 (continued)

Indicator Gilgit Chitral Baltistan

Indicator Gilgit Chitral Baltistan
HOUSEHOLD 9, HOUSEHOLDS
INCOME (Rs.) 43,201 40,338 29,767 Saving 93% 85% 62%
Per capita 5,143 5,239 5,132 Investing 88% — 80%
In Debt 7% 92% 58%
CONCENTRATION OF Borrowing 69% 72% 42%
INCOME (GINI) 0.38 0.21 0.34
HOUSEHOLD (Rs.)
SOURCES OF Savings 12,807 10,132 8,168
HOUSEHOLD INCOME Investment 11,444 s 2,084
Cl'OpS 27% 18% 15% Loans 6,630 5 ,586 1,084
Bl sl Debt 7,535 4,719 1,443
Forest 13% 30% 31%
Livestock 12% 8% 9% LANDHOLDING PER
Farm Labor 13% 99, 18% HOUSEHOLD 1.78 ha 1.25 ha 0.69 ha
Nonfarm Cultivated 1.40 ha 1.20 ha 0.67 ha
Labor 10% 16% 11%
Remittances 14% — 9% CONCENTRATION OF
Sale of LAND (GINI) 0.55 0.53 0.23
Goods, Rent 11% 18% % Bottom 20% 3% 4% 5%
Top 20% 60% 58% 50%
HOUSEHOLD 75% HH have <2 ha = L5 ha < 0.8 ha
EXPENSES
% of Income 75% ©69% 68% ‘CROP ‘?REA
% of Expenses Grains 61% 68% 67%
on Food 45% 29% 65% Fodder 25% 17% 19%
% of Food Vegetables 4% 3% 6%
Budget Spent Others 10% 14% 9% .
on Grains 32% 62% 75% OUSEHOLD —
HOUSEHOLD - Grains 127 mt 1.16 mt 1.16 mt
CONSUMPTION Fresh Fruits 820 kgs 933 kgs 1306 kgs
per capita/year Milk (cow) 455 lit 396 lit 382 lit
Meat 5 kgs 16 kgs 6 kgs Milk (goat) 138 lit i 184 it
Grain 104 kgs 139 kgs . 160 kgs ggegfs 252 182 158
Milk 56 lit 64 lit 98 lit - /Mutton 50 kgs 44 kgs 42 kgs
Eggs 22 25 25 “oultry Meat 5 kgs — 3 kgs

18 19
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Table 1.4 (continued)

Indicator Gilgit Chitral Baltistan

USE OF FARM INPUTS

PER HOUSEHOLD
Manure/ha 1063 kgs 2522 kgs 3050 kgs
Fertilizer/ha 242 kgs 94 kgs 04 kgs
N+P on wheat
per hectare 84 kgs 52 kgs 67 kgs
% HH using
Fertilizer 78% 75% 67%
% Area Fertilized 46% 67% 55%

ANNUAL WORKING

HOURS IN HOUSEHOLD

per male 731 847 642
per female 1883 1372 1620
per child 1697 1066 793

Note: Data are from an AKRSP Survey of 2,882 households in forty two
villages of Gilgit, Chitral, and Baltistan, 1988-89.

attached to the homestead. Most of the land is used for food and
forage crops and some is given to fruit trees and timber. The
households share a common pasture and forest for grazing animals
and timber. Its farm income is often supplemented by nonfarm
activities.

The agricultural year begins in spring, when villagers take their
animals to meadows at high elevation and the winter wheat emerges in
the fields. Kuhls are cleaned and repaired collectively and a second
cleaning is done in summer months. Summer months are the most
active: crops to harvest and sow; fruits to gather and store; livestock to
keep away from the fields. Labor shortages are felt at weeding and
harvesting times, although most of the houschold labor (male and
female, young and old) is intensely involved in one oOr the other
activity. By the fall season, people and animals reach their best form,
followed by the long and often harsh winter. Animals are brought
back from the high pastures; crops are collected and fodder stored.
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Winter, for both people and animals, means withdr -
room structure. Food becomes more scarce as wi?l?éil ;)(:'oﬂéseg::s
because of 1so}ati0n and not enough production. Meals become less
fn?quent an.d diets get skimpy. Supplies may be brought from outside
WIﬂ'l. cash income of those who find outside employment. Fuel for
heating the home in winter months is from trees, including fruit trees
as the fuel supply dwindles. Firewood, food, and fodder are often'
?eeagg etﬁhausted q;rlcn before the tail end of winter in March, when

mperatures are still quite low. The f: ivi : '
i bt agpear- arm activity cycle resumes as the
.Tht? division of labor in the family usually means th

maintain and rep:'iir kuhls; plow the land; cojl(lect the ﬁ?é\:ggg' n:va(islj
off the farm; maintain and repair the structures; and occasionélly £0
to pastures. Adult females do almost all the household chores:
cookmg, washing, raising children, and weaving. They also do thé
haxyest_m'g of fruits and drying; weeding and harvesting of crops;
maintaining the vegetable patch and birds; and feeding animals’
_Gh}l(!r.en, both male and female, assist the adults in all and sundr};
activities, but particularly in weeding and collecting fodder, tending
.,Iammals. an(_i running the household chores. Their il"lCI'C&SCd
f-i_hvoivement in schooling in recent years has stretched the supply of
-j-__BDuschold lIabor with consequent effects on the use of machinery and
‘the number of animals the household can support.

NOTES

1 The ter_m f‘northern Pakistan” is used loosely for the five federally
tered districts of Baltistan, Ganche, Diamar, Gilgit, and Ghizar (called
;m Al:cas), and the provincially administered district of Chitral in the North
. bl;onuer Province (N._W.F.P.). Since AKRSP is involved in four districts
e onhem Areas (Baltistan, Ganche, Gilgit, and Ghizar) and in the district
AKR i,alil T;efergngg to n.orthe!*n l?akistan in this book are for the project area

990.in Be f‘[i ministrative c_hstncts of_ Ganche and Ghizar were created in
e Lhae n:znm?:t;licct‘rsl'lgu, respectively. All references to Baltistan and
Nanga Parbat in the Himalayas; K-2, Haramosh, and Rakaposhi in the
3 Tum; ar_ld Tirich Mir in the Hindu Kush.

3 Thcre is considerable debate about the nature of private property in the
:::lllstz;t'es. The Gmtemmelft of Pakistan has recognized the right to
o I:r:n :ip ﬂ?:. th(? basis of evidence about its control and cultivation. The
- ir v1ll'age agents have been treated on the same principle and

1eir actual or implied claims on land as feudal lords.
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4. The ministates can be classified as cephalous and acephalous. The
cephalous states were headed by individual rulers and maintained a feudal
hierarchy of power and economy. They comprised Chitral, Gilgit, Hunza, Nagar,
Yasin, and Punial in the districts of Chitral, Gilgit, and Ghizar; Skardu, Shigar,
Khapulu, Rhondu, and some others in the districts of Baltistan and Ganche; and
Astore in the district of Diamar. The acephalous states were republican in that
the elders of the community, with the consensus of their members, made the
major decisions affecting internal and external relations. No authority was
recognized without the consent of the community. These states comprised Darel,
Tanger, and Chilas in the district of Diamar.

5. There is almost an even proportion of the three sects in northern
Pakistan, although they are not evenly distributed. The largest concentration of
the Athna Ashari Shia is in Baltistan and Nagar. The Sunni population is
mostly in Gilgit and southern Chitral. The Ismaili Shia are predominant in
Hunza, Gilgit, Yasin, Punial, and northern Chitral. In some areas, the sects live
in neighboring villages or in the same village.

6. Most of the area in northern Pakistan had little surplus to exchange with
outsiders. Plunder and systematic looting of the trade caravans were a major
means to acquire commodities. Slaves were used to service the local economy
and were sold as a commodity to outsiders, particularly in Central Asia, in
exchange for comforts and luxuries to be consumed by the rulers. See references
in John Staley, “Economy and Society in the High Mountains of Northern
Pakistan,” Modern Asian Studies, 3, no. 3, 1969, pp. 225-243.

7. See, for instance, A. H. Dani, History of Northern Areas of Pakistan
(Islamabad: National Institute of Historical and Cultural Research, 1989).

8. Contrary to the principles of division of British India into two sovereign
states (India and Pakistan) in 1947, the Dogra Maharajah acceded to India the
state of Jammu and Kashmir, including the territories which now constitute the
district of Baltistan, parts of the districts of Gilgit and Diamar which the
Maharajah had controlled under the British tutelage since the 1870s. The Mehtar
of Chitral and Mirs and Rajahs of Hunza and Nagar acceded their states to
Pakistan. The popular uprising against the Dogra rule in northern Pakistan at the
departure of the British, followed by the dispute between India and Pakistan,
effectively divided the state of Jammu and Kashmir. Pakistan regards the former
state of Jammu and Kashmir as “disputed” territory. The Northern Areas in
Pakistan (districts of Baltistan, Gilgit, and Diamar) are treated as wards of the
federal Government. The present political status is a cause of anxiety and concem
to the people of the Northern Areas and a potential source of political instability.

9. Revenue “settlements” are the basis for land tax. They are in turn based
on recorded titles of individual ownership of land. Almost all of the agricultural
lands in the district of Baltistan are in this sense “settled” but not in the districts
of Chitral, Gilgit, and Diamar, although de facto control and ownership rights
are exercised by individuals or families. There are increasing cases of disputes
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petween individuals and groups about the control of both individual plots and
common property such as pastures and forests.

10. The work of the Aga Khan Education Services (AKES) has been in
progress for over thirty years. AKES is now involved in providing assistance to
other communities as well.

11. The Aga Khan Health Services (AKHS) have been involved in providing
health care services, including trained personnel and health care units, in several
areas populated mainly by the Ismaili community. However, AKHS has
extended its services to other communities as well. There is increased
collaboration of AKHS with the government health services.

12_. The Government of Pakistan, with assistance from UNICEF, is
launching a major rural water supply and sanitation project to improve the
supply of potable water and sanitary conditions.

13. The Appendix to this chapter gives details of the administrative structure
in the three program districts.

APPENDIX: THE ADMINISTRATION OF
GILGIT, BALTISTAN, AND CHITRAL

The Northern Areas

_ _The districts of Gilgit and Baltistan are two of the three districts—the third
ileamar, where AKRSP is about to start its experiment—in an administrative
unit called “Northern Areas.” The Northern Areas are administered by the
jﬁovmm_eqt of Pakistan through its Ministry of Kashmir and Northern Areas.
'ﬂle adm:mstr?tive head of Northern Areas—a civil servant appointed by the
‘government—is called Administrator with his headquarters in Gilgit town. He is
ﬁm by a Dev:clopment Commissioner, Additional Commissioner, Finance
Bm:'lefary. and Chief Engineer. In each of the three districts the administrative
hw lf:l the Deputy Coxl_*lmissioner. The Deputy Commissioners are aided with
Agna(:;l order by t!m police department, and by the line departments of Livestock,
3’@0 : llJIre. Public Works, Health, and Local Bodies and Rural Development.
e ple in Northern Areas are exempt from all direct taxes (including land
‘Tevenue) and receive financial subsidies from the federal Government.
:mThere are two }ayers of elected officials. At the upper level, the Northern
Al ({ouncﬂ consists of sixteen members, who are directly elected by the adult
atmn for four years. The Northern Areas Council receives development
from the Annual Development Program for Northern Areas allocated by
A _quemment of Pakistan on the basis of population for each district. The
uncil has authority to sanction projects of up to Rs.30 million. The second
Df. elt?cted officials consists of the District Councils and Union Councils
b District Council has twelve members. These Councils receive funds for.
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executing small-scale projects through the Department of Local Bodies and Rural
Development. The funds for the District Councils are allocated by the federal
Government from the special funds, with various names for the small-scale
development schemes. The Union Councils have almost no revenues of their
own, although they have made a beginning with local cesses and duties on
movement of goods, etc.

District of Chitral

Chitral was a “princely” state until 1969, when it was merged into the
North West Frontier Province (N.W.F.P.). It was made a district as were the
former states of Swat and Dir. These three districts became administrative parts
of Malakand Division in the province. The Divisional and District level
administrations are similar to the system followed in other parts of the country:
the Commissioner is the administrative head of the Division, and each district is
headed by a Deputy Commissioner. The Deputy Commissioners are assisted by
the police and line departments. The Malakand Division is treated as a
“Provincially Administered Tribal Area” (PATA). It means, first, that the people
in Chitral, as in Northern Areas, do not pay direct taxes and receive financial
subsidies from the government. Second, the judicial system is partly operated by
the jirga, in which many of the personal disputes are settled through
consultations of the tribal elders and the traditionally recognized leaders.

There are three layers of elected officials in the district, a system similar to
other districts in N.W.F.P. In Chitral, the top layer has two elected
representatives: one is elected directly to the National Assembly and the other is
elected indirectly to the Senate. The second layer consists of two representatives
elected directly to the Provincial Assembly. The Local Councils consist of a
District Council and numerous Union Councils for rural and urban areas. Their
members are elected directly by the adult population every four years.

2

The AKRSP Model and Strategy

INTRODUCTION

Most rural people in underdeveloped countries are poor, no matter
.h_ow. poverty is defined. The rural poor are not a homogeneous group,
nor is the incidence of poverty equally distributed among them. They
j_d_.o. however, share the underlying causes of their poverty.
Landlessness—or scarcity of productive land—and poor prospects of
_sgm_gloyment or low wages are among the major factors.! In some
:nl'l_mgl.ons. such as northern Pakistan, the physical and natural
‘environments exacerbate the conditions of poverty, even if the poor
ve reasonable entitlements to land. The prospects of improved
living conditions for the rural poor depend on many factors. The
';WJOI' ones seem to be population growth, technical progress, markets,
»md publ}c policy. The contribution of each of these factors is not
y to identify, because they act on the human condition in an
rdependent and complex way. In many underdeveloped countries,
: 0forces of market and government policies work against the rural
e rural poor (small landholders and the landless), like their
Interparts in urban areas, are a peripheral people. The rich are at
center in both places. There is, however, one big difference
ween the rural and urban poor: the latter group can share with the
some of the services and facilities that the rural poor have no way
t accessing. This is partly due to the indivisibility of these services
partly because of the capacity of the urban poor to organize and
tate. The rural poor do not have the rich living in their midst; nor
they have the capacity to organize because of their isolation,
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division, etc. Added to this is the fact that industrial growth is
concentrated in urban areas fed by the agricultural surplus produced
mainly by the rural poor.

How can the rural poor acquire greater control of their physical
and social environments to improve their living standards? The answer
to this question lies in their access 10 opportunities to exploit the
potential they have rather than their exploitation and dispossession in
the process of development. The difference of approaches to the
development of rural people is based primarily on the division
between theoretical perspectives on the causes of mass poverty and the
sources of its alleviation. Three conceptual models have been used in
analyzing the issues related to rural development.2 They are the
individualist (capitalist) model, the collectivist (communist) model,
and the organizational (cooperative) model. The division between the
first two is embedded in the mutually exclusive ideologies of
development.

The individualist model has its roots in the classical and
neoclassical theories of private or “free” markets as the only rational
vehicle to improve the material welfare of the rich and poor alike. The
individual’s right to private property in the means of production is the
fountainhead of enterprise, and competition among these individuals
is the assured way of efficiency. More importantly, it is also regarded
as the basis of a just order, because free markets reward the
participants according to their contribution in the process of
production. The uneven distribution of assets and resources cannot be
blamed on the operation of the capitalist model. Uneven development
and inequitable distribution are not accepted as the inevitable products
of a capitalist economy. The disappearance of the American family
farm—or of similar traditional arrangements based on household
labor and small parcels of land—and their gradual subsumption by
corporate farms or plantations are regarded as economic progress.
The development of a capitalist agriculture, based on the forces of
private (and free) markets, is seen as a fortuitous circumstance for
alleviating poverty among the majority of rural and urban people.

In many underdeveloped countries, the same “bimodal” strategy
of rural development has been promoted. One of its major
consequences has been the proletarianization of peasantry
(smallholders and tenants alike) and dependence on wage labor at on¢
end and accumulation of land and capital at the other. Several Latin
American countries, and some in Asia and Africa, have followed this
route with disastrous effects on the society: displacement of
smallholders and their flight to urban areas in search of jobs and
incomes for survival are among the most visible signs of the process
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of change. Specialized production based on capital-intensive methods
and oqe_ntcd to markets for value has also deeply affected the
availability of products that the peasants used to produce for the
household. The increasing involvement of smallholders in the cash
nexus _and contraction of land as an asset threatens their survival. The
ransition from a subsistence to a cash economy then victimizes the
-Meraple groups in the marketplace. Slums of the poor and enclaves
of the rich in urban areas are only two of the major manifestations of
the development process. Should the rural poor wait for the promised
“u:n:l:kle-down” :lgect ‘1)1{: the invisible hand of market? There is much
‘evidence, now in the past, that t i i
B e p at the answer to this question cannot
The collectivist model is premised on Marx’s critique of classical
:-theory ‘and favors abolition of private property in the means of
Pmductmq (land and capital). Private property and markets are seen
as the baS{c cause of division of society into antagonistic classes and
fpbserved inequalities of income and wealth. Abolition of private
property and its replacement by collective ownership and
management are regarded as the only assured foundations for
ﬁharmr(:l]mus social and economic development. There is, however, no
lgn : :E;cgnbgrrl't about the nature of collective control, particularly
The Russian collectivist model, practiced in several countries until
ntl_y, was plagued with problems of inefficiency because of
cessive state control without autonomy for the peasants. The
ese commune system, as a variant of the Russian model, was faced
i §1m§1ar prob]ems of rigid and hierarchical structure of production
( dlstrl‘butlon with little incentive for the individual’s effort. Recent
ges in the collective and commune systems—particularly long-
m leasing of land by the state to the individual and cooperatized
ant households—reflect clearly the weakness of a centralized
me to rapidly improve the living standards of peasants. This
'Olil‘et'm several communist countries is part of the larger and even
A hl(?nary attempt at freeing the economy from state control.*Tt
ths;y a?ee‘:‘g:’l be noted that some of these' changes are cosmetic. But
Sy éh:iasaa;:};;arently is the case in some Eastem European
Elo a, they produce: serious contradictions between the
gy and practice of communism. Some communist countries are
il ng even tl}e trappings of Marxian ideology.
the z ﬂtizgratr\x:;ann:glda;l;n??ef; :rso rskepgzlc;al about_ th(? i'deol(.)gical claims
oo - It favors neither pure 1qd1v3du§llsm nor pure
Sm. : organizational model, the institution of private
Ity in land is not abolished. Its claim is that the pooling of

e
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individual endowments Or Tesourccs within a cooperative framework
would avoid the costs inherent in other models of rural development.
A participatory mode of organization would reduce the vulnerability
and isolation of the individual households and foster the development
of an equitable and self-sustaining socioeconomic system. The
purpose of this chapter is to develop the basic concepts and strategy
of the organizational model, with particular emphasis on the approach
adopted by AKRSP in northern Pakistan.

THE DEBATE IN RURAL DEVELOPMENT

In countries where a collectivist or communist model has not been
accepted, there is considerable debate about the impact of the
individualist (capitalist) and organizational (cooperative) approaches.
The individualist approach can exist in both the feudal (landlord-
tenant) and peasant (owner-operator) agrarian systems. In the feudal
system, broadly defined, the landlord lives mainly on the rental
income appropriated from the output of land produced by the
sharecropper or tenant. The existing distribution of landownership
excludes the tenant from access 1o land without the landlord. In the
peasant system, small parcels of land with family labor are the basis of
production for the household and market. Given these agrarian
structures, the introduction of capital and technology by both the
forces of market and government policies creates new pressures on the
landless tenants and small landowning peasants. Their displacement
from the land becomes a necessity for development. They must look
for work as wage laborers, mainly outside agriculture. Their
entitlement to land as a source of income is lost. Steady employment
and a reasonable wage can now be the only sources of sustenance. In
the capitalist development of agriculture, the process of adjustment is
often quite costly both for the dispossessed peasants and the society.

Rural development in the individualist approach is a catchphrase,
usually devoid of content. If its objective is to provide opportunities
for the rural poor to improve their living standards, it must depend on
the organized and collective efforts of this group. But a collective and
cooperative effort requires certain conditions that usually run counter
to the interests of the rural elite. How can the small farmers, tenants,
and landless workers organize 10 articulate their needs and mobilize
their resources for higher standards of living if the elite see little gain
or much loss in rural development? Alleviation of rural poverty in an
agrarian system based on the highly unequal endowments of land and
capital poses a formidable challenge to practitioners. Should we insist
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that rural development under these conditions is highly unlikel
because the rural elite will either resist or subvert the program tf,
which they either gain little or lose much? Should we first make i
“frqntal agtack"_ on the distribution of land itself, because it is th
pasis of inequities both now and in the future? If radical Iang
reforms—such as were introduced in Japan, Taiwan, and South Korea
after World War II—are not on the agenda, should we conclude that
no strategy of rural development will work? Should we become
negative and even cynical? Or should we perhaps try to provide to the
;ral poor ;3? framework _in which they can organize for self-
pog:gvement. Is there a gain-gain scenario for the rural elite and the
The t_‘rontal attack approach, if it succeeds, can lay the foundation
for rapid rural. development through cooperative resource
managementlwn'hm a private property system. The basic problem in
many countries is that the rural elite are too well-entrenched to give
up the basis of their economic and political power through genuine
_land reform measures. The chances of radical change in the agrarian
:truc_ture are slim gnder normal circumstances. Political upheavals and
oreign interventions are perhaps the only major sources for
.zstructunng the existing land system. In the absence of land reforms
isc bc{:)hall;nge to the practitioners of rural development in this systcrr;
B fth 1mpled1ate al}d intimidating. It is immediate because the
R ormation of a blmodal' system through technology and market
. a;zg aces the peasants and increases the ranks of the poor in rural
o ﬁiidThc challenge is a.lso intimidating, because the practitioner has
E a §trategy by which the ‘rural poor can gain without a loss to
e e. In Ol.hﬁl: wprds, a feasible model of outside intervention for
mrz?l poor within a cooperative framework in the bimodal land
System is not easy to develop and manage.
L higls :omn}umtlcs whel_'e most rural people are land-poor and live in
*establish:(; tl:ac:]l.aFed environment, there is usually a long and well-
They o ition of cooperative or collective behavior for survival.
- sl at the management of their own meager resources- and
- — T[l:lmpcrty in the village must depend on reciprocal
T t.h ey are well aware qf l.t!e benefits from economies of
B n:cgnce of waste. _0uts:de intervention with emphasis on
B o s and cooperative management of resources can bring
&mposed Y ctglces for these rural people. These choices are not
i dI::m ean. but are _m'ade avgilablc in response to their
i an ; and- capacities. Their organization can unleash a
b g an .equuable process of rural development, because
ers would be involved on a self-liquidating basis. A “diagnosis-
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prescription” approach to alleviate rural poverty, on the other hand, is
often based on outsiders’ arrogance about their knowledge of the
rural poor. Rural development, as a strategy to improve the well-being
of this group, is premised on outsiders’ views and perceptions. The
poor themselves are rarely a part of the strategy: they do not
participate in providing information, in making decisions, and in
managing the rural development projects and programs. In fact, some
development programs increase their powerlessness and vulnerability
to both physical and economic environments.?

BASIC FEATURES OF AN ORGANIZATIONAL MODEL

At the conceptual level, the organizational model involves three
basic components: a program, participants or prospective benefi-
ciaries, and a support organization. The success of the model depends
on a “high degree of fit between program design, beneficiary needs,
and the capacities of the assisting organization.” In other words, the
model is responsive to the expressed needs of beneficiaries through a
strong organization capable of making the program work. The
concept of “fit” in the context of rural development is central to the
understanding of why some programs succeed and many do not.
Underlying this notion is the assumption that it is best achieved
through learning and not by following a blueprint or plan. It uses the
“learning by doing” method.

The fit between the participants and the program involves their
needs and the specific resources and services supplied as program
outputs. Of course, the beneficiary needs will depend on the social
and political context of the village. The supporting organization’s fit
with the beneficiaries is determined by the means used to express the
needs and the ways in which the organization responds. This will
include the capacity to organize and to make decisions in response (o
the expressed needs that galvanize the beneficiary organization.
Finally, the fit between the organization and the program involves
activity requirements of the program and competence of the support
organization to deliver inputs for program outputs. The technical and
social capabilities of support organization are the critical factors for it
to play its role effectively. Let us examine the three fits (relationships)
in the context of a strategy for rural development based on the
organizational model.

The prospective beneficiaries—small landholders—must parti-
cipate fully in each stage of the development of a specific program,
starting from articulation of their needs and assessment of their
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resources. The program has to address those needs of the beneficiaries
that increase their capacity for sustainable development. It must offer
10 l.hc participants outputs that use their resources and assist in making
their organization viable. Organization is the vehicle through which
the program provides inputs and services and outputs are realized by
the participants on a sustainable basis. The program and beneficiary
n_ccds have to be welded together through a participatory organiza-
tion.

The partnership of the support organization with the participants
must be bgsed on reciprocal obligations. The entry point has to be
sclccted_ with great care to glue the participants to a common and
productive activity which will act as a foundation for the development
of “sqc:al organization.” The supporting organization must have the
capacity to evaluate the expressed needs of the participants and act as
a c.at:alyst in the evolution of social organization for mobilizing the
*mdmdual. and collective resources to generate a process of equitable
and sustalr{able development. The success of this relationship would
:depenfl m.amly on the managerial skills and credibility of the support
organization in organizing the beneficiaries and in providing the
inputs that strengthen the capacity of participants both as individuals
and groups to become self-reliant.

. The technical and social capabilities of the support organization
are the crucial factors in making the program efficient and effective.
___'__Ihey w_lll include assessment of needs, identification of the entry point
g{or social organization and activists, speed and flexibility in manage-
ment, cost-effcctiveness of program packages, and development and
,__d.eln.re.ry of inputs and services directly related to the outputs the
participants expect and need. The key to these capabilities is the
iearning-by-doing approach, in which innovations are induced in
ponse to and by the experiences and resources of participants. The
gram and the support organization have to be guided by the
; iple 01f participation in developing the social organization to

1ts basic objective: strengthen the poor—individual households at
Pcrlpher of the society—and create the collective capacity~to
iprove their economic and social environment. o
Thp concept of fit and the learning approach are the basic
}ilents in a successful program of rural development. The
g approach greatly helps in achieving the desired fits because
.:ﬁ:ls.l’always some specificity or uniqueness in the circumstances
, tmmg of a program. While the general principles stay intact,
e ents may have to bc made in the program packages for

c target groups or regions. The practice has to be flexible and
tonary: developing through leaming. For example, what may
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work for a rather homogeneous community of the poor living in an
isolated and harsh physical environment would not be workable in a
community that is highly differentiated on the basis of endowment of
assets such as productive land and capital. In the first case, there is
probably a long tradition of reciprocal obligations of member
households to survive in a hostile physical and natural environment.
In the second community, the interests may be fragmented, depending
on one’s position in the rural hierarchy based on the ownership of
land and related assets. An effective fit is seldom achieved in those
rural development programs that have followed a blueprint approach,
guided mainly by fixed ideas and run by centralized bureaucracies
without the participation of prospective beneficiaries. The examples

are to0 numerous to mention.?

THE AKRSP MODEL

The principles guiding the AKRSP approach in northern Pakistan
are similar to those outlined in the organizational model. The basic
approach is participatory, flexible, and evolutionary. It has at its core
the idea of a fit between the participants, program, and support
organization. The program emphasizes productivity, equitability,
sustainability, and replicability. Its claim is simply that it works: it rests
on the generalized principles of cooperative behavior throu gh
participation, distilled from experiments in Germany and Japan; it is
capable of making adjustments to suit specific circumstances and
needs; it learns and evolves. It is not an idiosyncratic experiment in
social engineering; it is not based on some unique qualities (like
charisma) of its leaders but on their unequivocal commitment; it is not
expensive; it does not require complete homogeneity of prospective

beneficiaries.

Assumptions and Conditions of the AKRSP Model

The organizational model used by AKRSP rests on several
conditions and assumptions.

1. The rural poor as individuals (or individual households) lack the
capacity and resources to change their harsh physical and social
circumstances.

2. The poor know their needs and priorities, but live in a system of
constraints in which their choices are limited or even nonexistent.
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They can well define their needs and ili
by are prepared to mobilize
The poor must form a legitimate i i
POO! ' and credible Village
Orgz?:uzatrpn (YO) in partnership with a support organization %f
outsiders, in this case the AKRSP. The organization of the poor
must be based on cqu.al participation by members of each VO
geig;r::isf o(t; pat;lmershlp are clearly stated: reciprocal obligations'
ied and accepted, and a mechanism for enf
%%recd sanctions is established. enforeement of
¢ partnership of the two organizations—VO and A
( KRSP—
must be ba§ed on reciprocal obligations, of which the primary
obllgatlon_ is of th_c poor to establish equity capital through
whgtever initial savings each member can contribute to the VO’s
savings fund. The other part of their obligation is to elect and
:ﬂl[;o;m uiwo.l}f'o members as President and Manager, who are
g the village activists, enjoy the confid ’
and are accountable to them. ’ idence of the members,
tThhe entry point for the outside support organization—in this case
d(;i A(II(RSP_as a catalyst must be determined by a clearly
tl?a tne _unicd of Lh?, VO: The purpose here is to invest in activities
will have a dlre.ct impact on the welfare of the target group
:)n a continuing _ba_sm and around which members can be glued
c?;llggivzoo' Indwndualllfinvolvemem and participation in the
_ r common infrastructural and i ivities i
g?flc condition of access. TR
e institutional capabilities in the villa; i
| _ _ . ge are built before
alltlroducmg tcchmcfﬂ-change by identifying the village activists
0 are able and willing to work for the organization.

/. The support system should aim at packages of inputs and services

for the VO that it can mana
AL r ge and that have a direct impact on
?ﬂucpv:ty and equity. The members should develop sppecial-
skills usable for the benefit of all in the VO.

- The support system should not create dependence of the poor on

0 : - .. . -
‘Jl}tt}slgl;rs(;u;g(tj initiate a self-sustaining process of development
: adzic :

o e support. The aim is to produce capacity for self-
'I!ll - -

» ;e(:;ga;nzatmn of the poor should act not only as a delivery
b ut also as a pressure group to demand from the
i ons of the state those services and infrastructures that it
€annot establish through its resources. It can also make more

effective th = . : )
R e e delivery of services by public and private sector
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10. A final requirement needed for the AKRSP model to work well is
that it depends on a trial-and-error strategy. It is based on
participation and flexibility, because a rigid, bureaucratic, and
centralized management approach with a fixed ex ante design or
plan is a sure way to failure.

Since the concept of a social organization is at the heart of the
AKRSP model, it is important to expand upon the importance of
participation in the social organization. What does participation

achieve?

1. For one thing, it creates and enlarges the social consensus on
common issues related to development. It permits the group to
identify common needs and reduce the areas of conflict and
dispute. Articulation of perceived and real needs through
participation clarifies the major issues in establishing priorities. It
builds confidence and trust and develops the capacity to share
responsibilities and make important decisions that will affect the
individual households in the short and long term.

2. Participation acts as a deterrent against “free riders” in the case
of public goods or management of common property. Also, it
assures equal access to new inputs, packages, services, savings, and
loans, and makes the distribution of benefits equitable and
diffused.

3 The economies of scale are of particular importance to small
farmers, especially in the mountain areas, in acquiring inputs and
services and in marketing their products.

4. The prospective beneficiaries can demand and monitor program
outputs. Centralized organizations do not generally find it
possible to monitor the quality of outputs; their management can
at best cope with monitoring and delivery of inputs.

5. Participation permits cost-effective delivery of inputs and
services. Participatory organizations with their own functionaries
supported by farmers offer a cost-effective mechanism to reach
the individual beneficiary. Many of the roles played by

governments at high cost, and without effective delivery to a
majority of small farmers, can be performed by using 2
participatory organization as the major delivery and receiving

system.

6. Organization assists in mobilizing resources for local
development on a sustained basis. Considering the magnitude of
what is demanded by a growing population with rising incomes,
resource mobilization and improved organization cannot be
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?;séev;i tlel:'i:il z::l (lilolc;brgam'ﬁ:' through voluntary contributions of
land, m al, r. The participatory approach offers an
msulqhor}ahzeq partnership between the people and outside
?gencxes, including the state and private sector
n areas or regions with great diversit : i

i y and heterogeneity in
ni:tura} resources and climates, such as the high moumagin vall);ys
Patx}nm_g for_ the future can best be done through Iocai
msrt itutions in wh.zch prospective beneficiaries are equal
participants. Centralized planning for local needs is a poor and
even counterproductive alternative.

Objectives and Strategies of AKRSP

AKRSP was established to promote four basic objectives. These

are then linked to the conceptual . sl
imodel and its strategies. ptual framework of the organizational

Raise the incomes and quality of life of about one million mostly

poor people in the high i ; :
porther Pakistan, gh mountains and isolated regions of

Develop instituti i i
ey p institutional and technical models for equitable develop-

]]ivolve sustainable, long-term strategies for productive manage-
ent of natural resources in a fragile environment.

Demonstrate
g approaches and packages that can be replicated

AKRSP is about the how of rural development. It has not adopted

4 fixed strategy in achieving its basic objectives. The approach has

N evolutionary, hence flexible. From i i
] » hence . From its very beginning, AK
:1’::111:3hamzed organization, capital, and skills. Theg; havg bcenRtiE
L ormae:}ts qf its strategy even as it has evolved to (a) establish.a
memflg:) ersza\:rlgSl :roum_i a sustainable productive activity in whiich
participate on a long-term basis, (b)
\ ) _ ; ; enerate
E tggozo' b(ll.l‘llt‘:l equity capital to be used as collateral for o%)taining
ills o u?grgdldutil and collective investments, and (c) produce new
e the exist ; 2 :
Yno el existing ones to increase productive capacity at
: S;cieiu;% oziu:i lt:’]SJ‘e ob_Lectives and the three-pronged strategy
e ¢ basic models: an ec j ] ve
el i . ! onomic or incentive
5 atia(fna? entry point; a social or institutional model to lay the
or sustainable and self-reliant growth; and a technical or
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production model for grafting new technology and methods to raise
productivity.

The economic or incentive model underlies all others. The rural
poor (small landholders) are typically risk-averse because their
resources are stretched and incomes low and unstable. They require
high returns from any innovation to offset the risk associated with its
adoption and the extra demand on their family labor. The in-
frastructural projects funded by AKRSP have high returns, because
their externality can be internalized by the participants, and they
increase the productivity of other resources for additional returns on a
continuing basis.

The institutional model—building the VO and its new linkages—is
at the core of AKRSP and needs careful attention, since the VOs soon
begin to develop their own initiatives and demands, which may be
threatening to some groups. Managing these emerging relationships
between the VOs and others requires constant vigilance and good
judgment. Their links with the government agencies and private sector
groups must be fostered with great care and attention. The roles of the
village activists and AKRSP catalysts (Social Organizers) are critical in
nurturing the VO and in strengthening the outside links.

The technical or production model contains a variety of packages
and services to build the capacity of the VO and its members to
increase production and sell surpluses. Numerous specialized and
complex means are required to find new appropriate technologies,
adapt them to the working environment, and convey them to a large
number of smallholders. Considerable resources (material and
human) are required to develop these packages for VO members and
to impart managerial and technical skills to “village specialists.”

The objectives of AKRSP and its emphasis on organization,
capital, and skills have not changed. The three-pronged strategy has
been modified to reflect the achievements already made and the need
to complete the program for which AKRSP was established. The
emphasis would now be on four basic issues.

1. Institutional Maturity: The emphasis on completing the
organizational model at the village level includes three major
elements: a participatory social organization, a minimal support
mechanism, and institutional linkages with development agencies
in the public and private sectors. The broad-based social
organization is encouraged to establish itself as a democratiC
institution at the local level with the will and means to move
towards self-reliance by accepting increased managerial and
financial responsibility. AKRSP is gradually reducing its
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T g ”
agenacgizrsalan?dn ﬁnan'c1a1 functions by facilitating access to other
reliancck o eunupng the local institutions for greater self-
e fhis goalxplsflf-:l\l:rl?mtpf VO banking underway is a major
. : institutional links of the VOs wi i
gc(lzopr)zb::t: dﬂclvelopment ag_encics are being fostered wblymzflgl‘i:gt;
plete the work of building sustainable social organizations

2. Sustainable Livelihood: The strategy of sustainable livelihood for

smallho i

iy srhd:]]rsf:nn?] ;18(: poor requires approaches in two directions
SR B are encou.raged to allocate their individuai
A e e rees to specialize and diversify production on
ot parative .advamage. They are also encouraged to
o COHditiOﬂelr 'F;w incomes to improve social services and
s By s. The secor_ld element of this strategy is the
o dzl;}fgl;(;ﬁmem—ns protf:ction and enhancement—in
!r:qsource management,g new production packages for agricultural

inanci -Reli :

iy cglrﬂi SSt;l_lft lie_l;;ntc;f. To encourage local economic growth
ok ohigk i i ¢ four objectives of AKRSP, the sociai
i F_a e being encpuraged to develop into financial
e o.f mapmal self-reh:ance will strengthen the long-term
. Resoﬁguugﬁe economic growth in the region.
o ooi?th vclopn_icnt_: To enhance the effectiveness and
o t}l(1 e orgamzathnal and technical functions, and
directing its Zfrff)gilscaf:zogxg;nlé?nge{lf ok g AKRS'P .
o g its training pro
susvt?iigxtl:‘?m of human' resources will be a keygn(ft oﬁlrﬂbr,rﬂtie

ility of the village (social) organizations but also fof;

producing skilled human re ce
S0 i :
AKRSP in rural develop em-ur s to replicate the experiment of

Structure of the AKRSP Model

Three central el

b ements of the AKRSP “

anizati : : model ar

Sir Scheon, a beneficiary organization, and a prog fc:)faa support
s Chematic relationships are shown in Figure 2.1 crvies.
: upport organization (AKRSP) Perfo' ) N

Oducti v 3

2 can“:]? ac{rlt‘in'ty or project that the members need and in which

ey of r;:gnhmpatc. Smce women play a major role in the rull?al
ern Pakistan and share many of the activities with

1l m
embers of the household, AKRSP has assisted them separately
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and jointly with men to form Women’s Organizations (WOs) for the
same purpose as the VOs. Second, AKRSP gives a one-time grant to
construct a Productive Physical Infrastructure (PPI) project—which
acts as AKRSP’s entry point for establishing the social organization—
and some technical assistance in developing expertise at the village
level about the use of agricultural inputs, related technology, and
marketing of products. This role includes the development of human
resources through training for the VO specialists. A final role of
AKRSP has been to coordinate with the existing agencies,
governmental and nongovernmental alike, involved in hastening an
equitable and self-sustaining process of development.

The backbone of AKRSP model is the social organization
represented by the VO, through which the support organization
(AKRSP) channels its packages and on which it hopes to build a self-
sustaining institution for rural development in northern Pakistan. The
VO as representative of the prospective beneficiaries plays a double
role. First, it glues the members around a commonly needed project
by pooling labor and savings from the member households. The
emphasis on accumulating equity capital through regular savings is a
central part of the AKRSP experiment. It helps in binding the
members in the VO, in using the collective savings as collateral for
acquiring production loans from the banking system, and in building
financial institutions that the VO would manage and that the members
will use to meet the individual and collective needs for investment and
consumption. The other role of the VO is to build new capacity
through joint (collective) efforts of the members to undertake
activities in production and marketing. Finally, the VO identifics some
of its members as “village specialists,” trained by AKRSP in skills
that all members can use at cost for the major income-generating
assets and inputs.

The program in which the support and village organizations work
together normally includes (a) building a PPI project (e.g., irrigation
-Qhannel. link road, flood protection wall), (b) increasing collective
savings and investments of member households, (c) introducing néw
i._-ll_puts and activities that increase productivity and reduce the
Workload and drudgery for women, (d) introducing products to

Figure 2.1: The Aga Khan Rural Support Program Model
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One of the important reasons for the success of AKRSP has been
its “capacity for responsive and anticipatory adaptation.” This
capacity has been built on three important criteria:

1. The management of AKRSP “embraces error,” which reflects
effective, but not necessarily charismatic, leadership. Workers are
encouraged by the leadership to discuss openly all issues and
admit errors, so that the lessons can be used to improve their
effectiveness. They use mistakes as a “yital source of data for
making adjustments 1O achieve a better fit with beneficiary
needs.”® The management style of AKRSP is based on trust and
accountability within the support organization and vis @ Vis the
social organization. The leadership principle contains two basic
eclements: commitment and inspiration. The leadership has an
unequivocal commitment 0 the organizational model. Its
inspirational aspect is based partly on this commitment and partly
on the ability to use new information and knowledge. The open
and flexible style of management avoids the pitfalls of insulated
leadership. The hierarchical structure of the organization is based
on specialization, but specialized skills are not compartmen-
talized. In relation to the social organization, the AKRSP
management stresses partnership with reciprocal obligations. The
principle of partnership is used with great advantage for
communications and adjustments in specific packages Or
projects.

2. It plans with the people, building on what the villagers know and
the resources they possess. Therefore, it stresses participation by
the membership of social organization in all phases of the
program. There are several advantages of planning with the
people. For one thing, the outside intervention opens up new
options without imposing methods and technologies that the
villagers cannot integrate into their socioeconomic environment.
The continuous process of interaction of social organizers with
the village organization and activists has been a necessary tool in

developing microlevel plans for the social organization. The
planning process is a two-way street, involving “dialogues,”
changing and evolving as the experience builds and new
information is acquired. Planning with people builds new

capacity in the social organization without increasing the risk of
failure and dependence on outsiders. It can also act as a method
of resolving disputes about management of resources and the
rights of members in accessing inputs and benefiting from
outputs. Finally, the process of planning creates awareness in the
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Interface of AKRSP and Rural
Communities

THE ENTRY POINT

S‘nce organization is the key to sustainable development of small
dholders, the first question is: what brings the villagers together?
AKRSP experience has confirmed at least three generalized

nciples. First, the villagers are capable of identifying one basic

Ctivity—call it a public good serving a common purpose—around

thich they would remain glued in a continuing relationship. Second,

ie portfolio of needs may be large, but it reduces to one major

Clivity in the production sector (irrigation, roads, etc.). Investment in
social sectors (health, sanitation, education) is no less important,

the priority in the final selection is on a public good that will

erate income streams on a sustained basis. Third, the support
ganization has to make investment in the social organization
ugh a grant (subsidy) for the project finally selected by villagers.

Ore analyzing the “diagnostic survey” approach of AKRSP—4a

OCess by which the entry point is selected and the village
dnization established—it is important to develop the arguments

ed in the three propositions.

Needless to say, the rural poor face numerous problems or
aints, particularly in a harsh physical environment. They have

le needs and all are basic to them. In the production sector, they

nstrained by the lack of physical infrastructure and services

Cluding inputs) that have a direct impact on their capacity to

°duce and earn income on a sustained basis. In the social sector, the
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quality of life suffers even more by the absence or inadequate supply
of potable water and sanitation, primary health care, and education.
An important aspect of poverty of small landholders is that as
individuals they have hardly any capacity to generate surplus for
investment. This is exacerbated by the lack of support services in the
public sector and the inability of the rural poor to demand and receive
public goods 1o enhance their incomes. An outsider entering the
village is literally overwhelmed by the variety of grievances and a long
shopping list of private and public goods that the villagers would like
to receive. They are not simply receptive but keen to accept outside
intervention to alleviate their poverty. The long shopping list of needs
also reflects differences in perceptions about what can best improve
the individual’s welfare. Perceptions are in turn conditioned by one’s
absolute and relative economic position in the village. The hierarchy
of needs is a function of the existing standard of living and the
constraints faced by the individual in alleviating poverty.

The second argument is that villagers can identify one major
public good or service that meets three criteria: it is of common
interest, generates new income or welfare, and binds them together on
a sustained basis. The first criterion requires little explanation, because
it is common interest that brings people together and is the basis of an
interest group. The common interest in this context is to be defined
by villagers themselves. The second criterion emphasizes investment
for new streams of income. The reason simply is that a direct attack
on poverty can best be sustained by improving the means of
production for the individual household. A social sector activity can
of course also contribute to the quality of life, but its impact on
productive capacity is neither direct nor immediate. Further,
investment in the social sector cannot be sustained by the poor if their
individual incomes do not rise fast enough. The third criterion is
perhaps the most important, particularly with respect to the formation
of social organization. What can best bind the poor together on 2
sustained basis? A public good that produces income streams for all
participants and thus maintains an incentive for them to stay
organized. In this sense the public good is an entry point for the
outsider and an investment in the organization of the rural poor.

The third argument is that the support organization should give 10
villagers as a grant the cost of the public good—we call it Productive
Physical Infrastructure (PPI). Since investment in a PPI is considered .
the key to the establishment of the VO (because without it community
participation will not be forthcoming), two of its major aspects ne
explaining. The first issue concems the one-time “subsidy” in the

‘themselves.

sumption and savings of the VO.

RMATION OF THE VILLAGE ORGANIZATION

grant for PPI given to villagers. The second pr
F fo vi ; oblem c¢
clem;}l;n of “self-help in implementing the PPIpby VO mgg:t?cﬁs He
:mcasg for a sul?mdy (grant) for the PPI is premised on-two
anarg]d!mcoll ;étiv(::'r (r)gseo Ltll:::rég, Fhe rudr:al poor do not have the individual
immediately available to build
themselves. The resources required for PPI i e
: PI include not only labo
material but also technical experti 7 D
pertise normally beyond th:
small landholders. The second reason i » R
: . 3 : § even stronger in
is an investment in organization: it brings peoplegtogethﬂ;?tatl?g 1::1:
:ﬂ:é?t t:llelr orglamzatlon. Organization is the goal; PPI is only a means
crucial one, to that end. The subsid im’ lied i ,
is not a transfer payment but an inv 6 for pAEI o
ta estment for production and
organization. The amount of subsidy i i -
| - y is determined by the
gi aAnI(éR ﬂé; c;:;pacqy of thhe VO to implement, complet)é andnrz:lt:;g?
- perience shows that the investment in PPI,s ha /
a high payoff but also induces investment in new PPIs bys\lrli?ltazglrz

The other feature of the investment i i
R : ent in PPI is self-help by vi
?':eAnsl 1;;3 ;eggztgcfarmershtp with AKRSP, the VO is onliy ﬁﬂéﬁ%ﬂi
ors or outside labor if the VO members f i
%?lsig;zh;nn?;?fary tt(:.t gethoutside help. A major contﬂl;;sutiii:: c:;
ementing the PPI after it has been identi
assessed in cooperation with AKRSP i i et e
o : s their labor. It is paid 1
because free labor is hard to organi ot
X ganize and defeats the pu

p. Wages serve as a real incentive f i i oy

j or efficient implementatio
ggjiézgisb:r??huigea\}gge pa;tc of the responsibility for comple?:it?gf
; members. Their participation als
pose of imparting new skills in a e e
; ccounting, management

onstruction. Wages are negoti i 4 2 T
gotiated with the VO a

mated cost of PPI. Their level is sli i e

PI. The s slightly below the market

.tt}erg:ll:si 1:3;1( ﬂlls pI:O];’lded at the doorstep and the labor buil(‘;;agg
| : ¢ villagers directly benefit on a long-term basi
Wprf:nlts ?0? workers’ own asset for future incomes. 'Ihegre is anzat?:;
L e these wages perform: they add to the household

Th 3
. tic((:;llceptual bgsns for the formation of the VO as a social
aboutwi“:z e:lplgmedfn} the last chapter. A few words are now in
: ode of formation. The fir iti

= st condition o

lership between AKRSP and the VO is that it musft ﬂt:g
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participatory and democratic. The principle of participation has to be
reflected by the involvement of the general body in the decision-
making process of the VO. The democratic principle has to be
reflected by regular meetings and major decisions of the general
body. The VO general body elects a team of activists (President and
Manager) to manage its affairs who are accountable to it on a regular
basis. The VO is not run by an elected committee of officials with a
fixed mandate. Regular meetings of VO members are an assurance for
participation and management of the VO. They are also the forum for
maintaining savings and loans; resolving disputes; planning future
activities; making decisions on management and development of
common property; and interacting with the support organization.

How large should the VO be? Its size (membership) has to be
guided by a simple principle: that it represents an interest group with
geographic proximity to the households and the willingness of over
three-quarters of the population to form a VO. The VO is not
coterminus with the village, because a village may not represent a
socioeconomic compact with common needs and interests. It may also
be the case that a small number of households represent an
autonomous agroeconomic system because of their geographic
isolation in the high mountain valleys. What is important is that the
VO create a sustainable autonomy for the interest group. Similarly,
the relationship of the VO with the PPI varies, depending upon the
post-PPI interests of the individual VO. A VO can subdivide after
completion of the PPI in the interest of regular meetings, savings, and
participation in other packages offered by AKRSP. As part of a large
VO, members may feel inhibited in receiving full benefits of the
AKRSP packages other than the PPI. The staff of AKRSP and the VO
membership have to exercise vigilance with regard to the decision on
splitting an existing VO. In some cases it may be used as a ploy to get
another subsidized PPI; it may even be symptomatic of the division
engineered by opportunistic elements in the VO.

What will sustain the village organization? Why should the VO
stay organized once its identified need has been fulfilled or its PPI
completed? There is an element of sustainability inherent in the PPI as
a catalyst for organization. If the PPI must be maintained to ensure
continuing gains, the VO has to survive to perform this function.
However, the more important factor is the development of a program
package for implementation by the VO. Here the expertise and the
ingenuity of the village activists and the staff of AKRSP as a support
organization play a central role. Without this support in the initial
stages the VO remains fragile and vulnerable. A major test of the
viability of a VO rests in the capacity of support organization to graft
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new te'chnqlogy packages on traditional activities and induce
jnnovations in response to the needs of VO members.

RURAL WOMEN AND THE AKRSP

Women in the rural households of northemn Pakistan play a dual
j-'_mlcz as mot.he:rs and housewives they are responsible for all domestic
and chlld-}'canng activities, and as agricultural workers they contribute
a substantial proportion of the household labor required on the family
farm. They are also primarily responsible for processing and storing
;:food for household consumption during the winter months. There is
gmnna]ly a clear division of labor in the household, with women doing
almost all of the domestic work and a great part of the labor required
in th(_a h0u3eh0!d production and processing of food. They do the
weeding and thinning of crops and collect fodder for animals; raise
poultry and grow vegetables around the homestead; process milk
i\_i:‘__u:_tc)d, apd fr}11ts; and make handicrafts for the household and market’
The migration of men into wage employment and schooling of
ch dren, particularly male, also means that women have to work
ha I(:r.anfl spen? more time on farming.

_ is also a fact that women do not participate equally i i
| 'of th(? glecisions that affect the weltl'::re ofpthe hqouse);lc:llzi.m\%fkligﬁ
their opinions and decisions carry considerable weight in the
busehold, their participation is less visible, if not entirely absent, at
village level in activities that affect the public and private go’od
Qh as the development of the village infrastructure and managemen;
common property. One of the major reasons for the observed
mmetry in the roles of men and women is the lack of educational
Ortunities fqr femal'es il:l the village. Segregation of sexes in public
; ourse and interaction is both a symptom and a cause of gender
p;r;:.,l;tlauon. Thq gendef inequality can be a major constraint in
Bl hOTl%e ﬁl;:ldqsl.lahty of life for women and in the development (11’
11'\ major objective of AKRSP was to help the rural women increase
.ﬁproductmty and to reduce their workload in the tasks they
¥ Oné}ll'y p(_arform. Initially the vehicle for women’s involvement
| Pamcnpanon was conceived to be the VO. But the AKRSP
rience is that in most villages male and female participation in the
Wa§ not quite workable: in many villages the male-female
€gation would not allow common meetings and open discourse on
IS and activities related to males or females; in others, even if
en joined the regular VO meetings, they were unable to ;rticulate
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their needs and responses freely. Women do not in these
circumstances fully participate and become an integral part of the
social organization. AKRSP had to adopt an alternative strategy of
encouraging the village women to establish Women’s Organizations
(WOs) as counterparts to the VOs to initiate a process by which
women share experiences, workload, and make decisions. Women see
several advantages of the WO:

probably been overcome with the introduction of horti
poultry packages.! orticulture and

THE CATALYSTS

Two c?ltalysts are of paramount importance in determini
gust.ainabillty_ of a VO or WO: the vill:fgoe activist and g::n:;gRtél;
Social Organizer (SO). The village activist is the moving spirit behind
the VO. The activist helps the VO members understand the vision of
development through organization; gives time and takes the program
- messages to the general body of the VO; brings about changes in the
existing management of resources in the village; and makes the
;@KI'{SP services accessible to VO members. The activist is not
.nvated by sentiments of altruism: he or she sincerely believes that

or her own welfare can be increased with the welfare of other
agers thro_ugh organization. The VO provides him or her the
rum to achieve this objective. Without the VO, everyone in the
age is left to individual devices to further his or her cause. No
vonder, then, that individuals with some resources, emrcpreneur'ship
nd r;::;mtacts leave others, not so well endowed or fortunate, fa;
The {\KRSP experience is that it is not impossible to find activists
the village, but they need an institutional framework to come
: alﬁ_ a_nd bloom. The success of a VO is directly attributable to the
A activist, usually the Manager of the VO. In most cases he is ably
ipported by the President. In addition, there is a cadre of village

« it brings women together on a regular basis for social interaction;

« it overcomes their isolation as individuals; '

. it increases their awareness of their own potential and helps in
articulation of problems and perceptions;

. it enhances their status because they are organized, work
collectively, and earn discretionary income; and

« it allows women to acquire new skills in management both at the
individual and collective levels.

The WO is similar in structure to the VO: the general body
chooses its President and Manager; meets regularly; deposits savings
in the joint account; selects individual women for AKRSP training
programs; and determines packages for collective or individual
management. The formation of WOs has several benefits for AKRSP
as a support organization: the presence of the WO activists (President
and Manager) provides a focal point for contact with the village
women and allows the development of a formal relationship mediated
through elected individuals rather than amorphous groups OF
unrepresentative individuals. WO is the vehicle through which AKR
can introduce innovative packages with impact on productivity and cialists, individuals sel -
income of women and their households, and assist in establishing links P in implementing eitacfié)gsﬂl;a\;gagg trz'lll'l;lccd ts:y AKIl{'SP' nho
with the social sector agencies offering specific services for women unerated by the VO membership so tliat the Lr:f:ii‘?t l'Slsthar‘c
such as health care and education. est in providing the expected services effectiv cl; Thus t?llena [";Ir

Two more comments about the WOs. First, AKRSP has not taken @ onsibility for implementation of the program ekates i t:,u
rigid stand about the formation of WOs in all villages that have ¥ the VO through its cadre of specialists includl;n thge SPls id it
established the VOs: it is optional for women to join the VO OF ger, and others selected to perform specific taskgs As dr.esl S,
establish the WO. Where WOs have been formed, the terms of » the training program for these specialists is of reat i nin s
partnership include the availability of women field staff and the the viability of the VO in the long run. In maii gln POTHIRCE
training of women specialists in the village. The objective of AKRSE Sts effective, it is also important that all -VO m blz:g s
remains clear: to improve the capacity of individual males and females that the former are always accountable to thcem i .
in the village to become self-reliant on a sustained basis throught general member-
organization. The second comment is that AKRSP has not found an
activity or public good for the formation of the WO as effective as
PPI for the VO. It has been experimenting with various packages ant
projects. The initial obstacle of identifying a PPI for the WOs has

(i‘- other catalyst for the development of the VO and for the
ssmn of AKRSP packages to VO members is the SO, the
S(e) worker of AE;RSP.. The first role of the SO is motivational.

must describe in detail the concepts of community
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participation in order to reformulate the traditional patterns of
thinking and behavior about the development of the individual and
common resources. The age-old system of patron-client relationships,
often managed within a rigidly hierarchical structure, has to be
replaced by the concept of equality and participatory management at
the village level. A cooperative method for evolving consensus must
be introduced or strengthened where it exists in an amorphous form.
An entire system of incentives has to be created anew, demonstrating
the requirements and rewards of cooperative management. In the
absence of any indigenous capacity for catalyzing this change,
AKRSP through the SO has to perform this role in the initial stage.

The discovery of local capacity through village activists is an
equally important function of the SO; selection of effective village
activists is crucial for the development of VO. His/her other role is
even more important: to nurture the VO itself by monitoring the
implementation of the PPI; regular VO meetings; maintenance of
books and records; accumulation of VO savings; utilization of loans
for productive activities and inputs; and assisting the village specialists
in acquiring the needed material and inputs. However, the role of SO
is not routinized but helps to accept and adopt new ideas, methods,
and inputs. He/she has to play the team leader, at least for a while. The
team consists of the AKRSP field staff and village specialists. His/her
credibility rests on his/her capacity not only to motivate the VO
activists and members to experiment with new inputs and develop new
skills but also to make the management of the VO effective by using
the AKRSP expertise and resources in response 1o the needs of the
VO. He/she is the major link between the VO and AKRSP in the
development of their partnership and in the evolution of the VO as a
sustainable social institution at the village level. The success of the SO
as a catalyst would, therefore, be reflected in the growth of the VO as a
viable and sustainable institution.

The role of SO is not static; it must change with the growth of the
VO. In the first stage, the motivation for collective action is often theé
PPI. A VO can become dormant after the completion of the PP,
because the VO members took PPI as the goal and not a means 1o
organization. At that stage the SO has to assist the VO with
introduction of productive packages; loans for and supply of inputs,
training, and use of trained village specialists; regular VO meeting$
and savings; and village planning for land development an
plantation. Once the VO has acquired some of this capacity and its
activists can play the lead role, the SO would not be required to act as:
a motivator. Some of his/her earlier and much needed functions would
be performed on a regular basis by the village cadre of activists and

:npaet?:ggst; u'ﬂ:li??) .are the first and definite signs of institutional
But the role of the SO does not end yet. The ! -
autonomy depends on its capacity to segve as thgob:silg nfiltlzlm::
institution for the individual and collective development of VgO
memi?ers. AKRSP in cooperation with the VO membership has found
that in .the long run the VO has to act as a savings and loans
-assoc1at10n.f0r its members, or what is termed VO banking. The
transformation of _the VO into a local bank for all VO mcmb;*:rs is
perhaps the most important and a final stage in the evolution of the
VO as a sustainable institution. In the experiment on VO banking, to
be described in a later chapter, the role of the SO as a leader and u;tor
assumes great importance. The SO has to assist the VO management
in creating the capacity to establish the banking functions on a stable
footing with respect both to its financial solvency and its accessibility
to thc 'YO members. Here the basic problem is not one of creating
motivation among members, but managerial capacity to make use of

the VO capital for the development of the local economy.

THE DIAGNOSTIC SURVEY

As discussed in the last chapter, AKRSP operates its organizati
mdql on two basic. pl:o_positions: (a) the vi]f:gers know gthcirart:(f:);.ldas1
and, ttle as}ccd, can prioritize the needs according to their resources, and
. e vﬂlage‘ qr.gan;zatjon must be a participatory institution in all
1s. "I'he initial interface of AKRSP with villagers consists of a
. t‘f';{mr;vsru:' survey based on an interactive series of three dialogues
een the Ma_magement Group (MG) of AKRSP and the general
yh_oi‘1 each village or settlement in which a partnership is to be
ssth gdr.le'l‘:e ptl_lrl?ose of the diagnostic survey is to identify and
B o wieths A0 Kl:lslll)zfgers and to establish the terms of partnership
- i:;e the first dialogue, the aims of AKRSP are explained amd
_ectrsm:;lt'e 1{11\111ted to form the village organization and to select a
B :;1 generate income for all participating households. In
- PII’I ogue, tt'le AKRSP staff works with the villagers to
- el an_d estimate its costs, making use of the villagers’
l'equigre.d major portion of the costs are for labor that villagers
e l-‘t,(:o pro_\nde_agamst compensation. The first and second
. estime to identify and prepare the PPI, including its design
e ates. In the third dialogue, the project is fully discussed
» and approved, and the terms of partnership between the VO
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and AKRSP are agreed upon. After the third dialogue, the PPI is
implemented and completed according to an agreed schedule, and
arrangements are made for its long-term maintenance. The third
dialogue is used to spell out clearly the terms of partnership or the
conditions on which the VO can be formed. The general body of the
VO, to which these terms are presented, must agree that members
understand the terms and are prepared to accept their obligations.
One of the major aims of these dialogues is to establish a
consensus among villagers about the reciprocal obligations each
party—the VO and AKRSP—must meet 10 make the partnership

work.
Obligations of the VO:

« villagers form a VO, with more than three-quarters of the
households in the same settlement as members of the VO;

« VO members in a general body meeting elect the VO President
and Manager, individuals whom they trust and who would be
accountable to the members; the two individuals will maintain
records and books and transact business on behalf of the VO and
its members;

» VO general body meets weekly or biweekly at an appointed place
and hour to debate, consult, plan, and make decisions;

« VO Manager collects in each general membership meeting cash
from members to build the VO savings; each member’s
contribution to the VO savings should be proportionate o his
economic status or based on any other equitable basis;

« a two-thirds majority of the VO members can remove any office
bearer;

« VO general body will nominate its members for specialist training
in agriculture, livestock, marketing, etc.

« VO will give full cooperation and support t0 programs offered by
government organizations and other development agencies;

. each member will be individually responsible for repayment of his
production loan contracted through the VO,

« VO will encourage members to parti

marketing of products;

« VO will assist women either in forming separate organizations Of
in participating freely as equal partners in AKRSP packages that

enhance their incomes and reduce their workload;

cipate in collective
management of common property, land development, and
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« VO mem.bcrs. will fully participate in all stages of planning,
construction, implementation, and maintenance of the PPI they
have selected;

« all disputes about land and water rights or sharin,

I d _ g arrangements
within the VO or with another settlement will have to be
by the VO and its members; i

« VO mqmbers will compensate village specialists and office bearers
acréordmg to the services they perform; their services are not free;
an '

» office bearers and specialists will coordinate their activities wi

s with
the ﬁcld staff of AKRSP for provision of inputs, loans, and other
services.

Obligations of AKRSP:

= it will provide a one-time grant for the completion of PPI selected

py the VO; the grant will be accompanied by technical assistance
in every aspect involved in completing the project;

+ it will give training to village specialists in a variety of courses to

introduce new skills;

* introduce production packages and technologies both in response

to the expressed needs of VO members and as innovations for
grafting onto the existing methods;

* facilitate provision of inputs and related services from other

agencies and markets;

assist in collective marketing and establishment of new enterprises;

provide loz‘ms for production inputs and related investments based

on _VO savings; and

:;;@t the VOs to develop new capacities to manage their financial
airs as village banks for local development.

_(?ne major point about the partnership of AKRSP and the VOs is
_ it has chgqged over time in response to the growth of VOs and to
_g‘" anticipated and unanticipated circumstances or situation$.
g Os have not developed as well as they were expected to at the

< ning; some never really took off because of deep divisions in the
age or for some other reason; and some have stayed dormant. A
Joll‘ll;y of the VOs have shown strong growth and maturity, althon'lgh
arvc not grown at a uniform pace or accepted all packages with

. henthusnasm or success. Of the majority that are visibly stable,
‘have started the experiment in VO banking, reflecting clearly
splf-conﬁdenge and increased capacity. We will discuss these
In some detail in the next chapter, but it will not be out of place
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here to give a flavor of the diagnostic survey from examples of two
early VOs in Gilgit.

The Dialogues in Passu

The village of Passu, located in Upper Hunza, is 160 km northeast
of Gilgit town on KKH at an altitude of 2,430 meters. It is wedged
between raging rivers and two massive glaciers, Batura to the north
and Passu to the south. Batura glacier is the source of water for
Passu’s kuhl constructed by the villagers in collaboration with
AKRSP. There were about 61 households (containing 500 people) in
the village in 1983. The people of Passu claim their ancestry from
Badakhshan, now in Afghanistan and the U.S.S.R. Local folklore
traces Passu’s origins from 400 to 1,000 years ago. The people of
Passu seem technically and economically more advanced than those in
other villages. They have a long history of effective organization to
improve their quality of life.

The people of Passu held their first dialogue with AKRSP on
March 8, 1983. The villagers identified two possible projects. One was
a protective wall against erosion of their valuable land by the river.
The other was an irrigation channel from Batura glacier to increase
the cultivable land. They agreed to form the VO and accepted the
terms of partnership with AKRSP. Passu had two series of the third
dialogue. The first was held on April 22, 1983. The villagers
considered the protective wall and the channel interlinked and equally
important. AKRSP’s management and experts were skeptical about
the water channel because seven previous attempts before AKRSP
were foiled by the movements of the glacier. As the people had t0
choose only one of the two projects, they opted for the protective wall.
However, the GM and his associates promised that their engineers
would still assess the feasibility of a kuhl in view of the interest shown
by the VO members. The villagers were very happy with this decision.

They also used the occasion to choose the office bearers of the VO

and decided about the weekly meetings and collective savings.

The AKRSP engineers demonstrated their customary resource-
fulness in conducting the feasibility of the kuhl. Using a Chinese
glaciological study of the Batura glacier, they were able to overcome
the handicap of previous attempts. A safe range for the channel head
was established and the 3,900 meter-long kuhl was engineered tO
originate from within this margin. The good news was shared in the
second series of the third dialogue on June 5, 1983, and the VO
members were jubilant about the construction of the proposed

Interface of AKRSP and Rural Communities 55

channel. There was some dispute about the ownershi i

ership of land in th
area to be_ affected by the kuhl. It was later resolved with th:
r(ipresentanves of the government, who had raised the issue in the first
place.

The Dialogues in Chatorkhand

Chatorkhand is situated in the Ishkoman valle
northwest of Gilgit town. The route from Gilgit is agc:sl;?tl)llte %(3); Fé?s
but.takcs over four hours. Situated at an altitude of 2,133 meters Jit ig
a single-crop area with wheat, barley, and comn as' its main c,ro S
There were 170 households in the village, with a population of ab§u£
2,500 in 198_3. _The average landholding in the village is 2.53
hec{arps. In this village, Karam Ali Shah, known to everyone as the ‘ ir
.(rehglous .leat:'ler) of Chatorkhand, wields real authority and ﬁis
pﬂuence is highly visible in all substantive matters. His dominant
mﬂl{ence pervades the functioning of the VO as well. He owns
conglderable land in several surrounding villages. Some ot: his land is
glsﬂ;g?ggo 21};) 1s;fsll::rt:icroppers. H§ ll;las earmned a well-deserved reputation

ed manager of hi i i
e a%f oy farmergin o arz :onsnderablc landholdings. In fact,
_The Management Group (MG) of AKRSP visited Chato

lt:'lei:ir first dm}ogue on December 27, 1982. The pir—who hargl;anrilgagj;
.. eld reservations about AKRSP but now was a convert to the cause—
gfl?i{ his skills and aplhority effectively to convey the message of
ﬁvo SP to the gathering. The villagers from Chatorkhand identified
AKRpOSSlble‘ projects, flood protection spurs and a fruit nursery. The

SP engineers pointed out that they were not quite convinced of

_zxefse:riﬁts of the protective works because of their experience in
f‘distributias ar;_d valleys.. Also, tpere was some skepticism about the
i non gc benefits in ‘thf: village. Since there were invariably a
fiittle : umber of benefixcmpcs, the whole village body would have
B cmrr;centlvc or motivation to participate in maintaining tHe
R s (spurs). The fruit nursery was also not considered a long-
eI project around which the VO members could be glued.

The VO members of Chatorkhand finally settled on an irrigation

Channel as their PPI. The channel was surveyed and found technically

I€asible by the end of 1983. The AKRSP senior staff came to the

Village for the third dialogue on December 18, 1983, almost a year

T the first dialogue. The VO had ex idly i

. I ; panded rapidly in that year: it
el;lgggshlp numbered 207 and its collective szvings sfood lai
385.6,250. The AKRSP technical team in collaboration with the VO
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members estimated the cost of the proposed kuhl at Rs.108,360. The

pir was asked to present the first installment check from the AKRSP
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a la'rge-sc'ale tra_ining program to upgrade the level of skills in the
region, 1nclud1pg tree pruning, fruit grading, agricultural
extension, machinery maintenance, veterinary care, and coopera-

grant to the VO Manager. The work on the channel began in
February 1984 and it was completed by the end of April 1984.

tive management;

« determination of : appropriate strategies and inputs to improve the
long-run _productmty of the environment through erosion control
reforestation, and pasture improvement; and '

AKRSP AND THE VILLAGERS: THE BEGINNING
» determination of investment possibilities in industry and tourism.

OF A PARTNERSHIP

The proposal for setting up AKRSP was made in November 1981
by a team of experts of the Aga Khan Foundation (AKF). AKRSP was
established by the Aga Khan Foundation Pakistan (AKFP) in 1982 as
a private, nonprofit support organization for rural development,
particularly for northern Pakistan. It is registered with the Government.
of Pakistan under the Company’s Act of 1913 (as amended in 1984)
and is governed by a Board of Directors, whose twelve members.
represent the Aga Khan Foundation (AKF) network, administrators,
policymakers, development activists, and prominent individuals from
northern Pakistan. AKF retains the majority control in AKRSP.

The establishment of AKRSP was a practical expression of
concern of the Aga Khan—spiritual leader (Imam) of the Ismaili
community—about the welfare of rural people in northern Pakistan,
of which a vast majority lived in poverty. It was also an extension of
the work of the AKF network on education and health care (AKES
and AKHS), which had existed in the region for some time. AKRSP
was expected to assist the rural poor in increasing their productive
capacity to alleviate their poverty. The sponsors of AKRSP were clear
about two things: that the Aga Khan had made a long-term
commitment to realize his vision of a self-reliant and prosperous rural
community in northemn Pakistan, in the fulfiliment of which AKRSP

The administration of AKRSP, with its headquarters in Gilgi
an ofﬁ'ce ir} C_‘hitra], was supposed to consist of :11 Managemgltg(l“atrgﬁg
(MQ) in Gl]glt, which would include a General Manager (GM) as its
cl'llf.',f executive supported by professionals with backgrounds in
agriculture, engineering, economics, accounting, and human resource
development. The seed money—or the budget at least for the first
year—would be provided by the AKF network. Since the resources
‘required for AKRSP would have been beyond the capacity of AKEF, it
‘was proposed_ to identify and assess funding opportunities. 'I:he
sources coulq include public and private agencies in Pakistan, private
_:,:Ionor agencies abroad, and international bilateral and multilateral
;'__donor agencies. The important point was that the AKRSP as a
_:ngovemm_ental organization (NGO) should have access to sizable
ources with a long-term commitment from its donors so that its
’ ;:ﬁc:;nlf itr)nc e;)::[t)a;fed haclmilzontalllly and its activities intensified for a
8] rur i
e sI:an. ouseholds and the regional economy of
. AKRSP began its work after the arrival of the GM in Gilgit in
: ember 1982. Two major decisions were made at that time. The
st had to do with the basic approach and strategy of AKRSP and the
_' with the area i.n which AKRSP would first concentrate its work.
4 r:ésimt of Gilgit was selected because of the convenience it
! 0 AKRSP and its nucleus staff. The plan, of course, was to
pand the work horizontally in Gilgit as experience accumulated and
extend 'the operations to Chitral and other districts as the
l}pstratlon effect took hold and the credibility of AKRSP
4 ls_hed: The organization’s strategy was also to be determined by
e Vailability of resources and capacity of AKRSP to respond to the
*" for its presence.
re were three key elements in the strategy: organization
noatlﬁ .and skills to make the rural people self—grzliantg and their
Ic development sustainable. Since we have already discussed
! tumsp model and its practical implications in the last chapter, we
our attention to the diagnostic survey technique, comprising

similar environments.
AKRSP was designed to initiate and direct activities in the

following fields:

. investment in infrastructure, especially roads, power, and land and
water development;

« development of skills, organizational forms, inputs, and marketing
channels necessary to realize the agricultural potential of thé
region;
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three basic dialogues of AKRSP with the villagers to establish the
village organizations. The technique of diagnostic surveys has not
been altered in the last eight years as it has worked well, although
adjustments have been made in the dialogues according to the specific
socioeconomic conditions of the village or settlement. Also, with the
expansion of work of the AKRSP field staff, the dialogues for
establishing the VO and implementation of PPIs are normally carried
out by the Regional Program Officers (RPOs) and not the MG from
Gilgit. However, the GM and senior professionals from Gilgit are
constantly interacting with villagers through field visits and
participating in the major dialogues on new issues or problems. Field
visits on a regular basis are a key to the interactive process underlying
the success of this experiment in rural development.

The GM and his colleagues wasted no time and started
consultations in early 1983 with the government administrators
(officials) and elected representatives involved in various activities in
Gilgit. The basic purpose of these consultations was to explain the
objectives, strategy, and scope of AKRSP and to seek advice and
assistance from these individuals and agencies. These meetings were
intended to build trust and establish working relationships. The
increased collaboration of AKRSP with the governmental and
nongovernmental agencies was built on the demonstrated will and
capacity of AKRSP to act as a catalyst and not as a competitor
replacing other agencies or organizations in the development process.
AKRSP’s work was to supplement the efforts of others by helping
villagers to develop the VO—the “missing link”—as a conduit for
the delivery of resources, services, and inputs to raise the standards of
living of the rural people in the region.

The experience of AKRSP in the last eight years has shown that
the consultative process and the formal and informal links established
in the early stage made a significant contribution to the effectiveness
of AKRSP in Gilgit, Chitral, and Baltistan. In fact, these early links and
the spread of the AKRSP message in Gilgit through the VOs played
an important role in formally extending the AKRSP experiment 10
Chitral and Baltistan in early 1986. The experience of Gilgit and the
increasing demand for the VOs in non-Ismaili communities by 1985
was the high watermark in breaking the initial hesitation and in
allaying the misplaced fears. Some of the early resistance in the non-:
Ismaili villages or areas was based on misperceptions about the role of
AKRSP in northern Pakistan. Some of it was based simply on thé
political and religious narrow-mindedness of a few disgruntled but
influential individuals. AKRSP’s intervention as a support organiza-

tion has acted as a cementing force for irre i i
sectarian affiliation or politicagl associatio:lr.1 © poor mespective of their
The building blocks of the partnership of AKR
villagers are always the three dialogues in the lzliagnostic sflljvea}lr] dmﬂ;e
vaif:le the entry point to AKRSP; they allow villagers to mai{e thz
first important decisions about the VO and its conditions; and the
;dentlfy the village activists and introduce the SO as the Ic’ey pla ex?,
One gets a glimpse of the VO at the end of the third dialogue The
first test comes early in the process of implementation and compietion
of the I:’PI. I't reflects the ability of the villagers to participate
co.opcratlv.ely in allocating their labor and in resolving disputes if the
arise. During the period of construction of the PPI, the VO membcrﬁ
E:vit; to d:lvelogh practtlicsjl rules for regular contribution of labor and
savings. Also, they should reach i
el gre EON o a consensus on the mechanisms by
The_ next stage is even more critical in that the V i
'_th_c basis _of regular meetings, collective savings, usg I(I)l; grgztfglfgg
loans, training ar}d use of village specialists, and management and
elopn}ent of village resources as new land, trees, etc. An early sign
fa _V_O S _deyelopment is the participation of VO members in these
vities: if it falters or slackens, the VO may be in trouble. The
1ability of ‘the VO depends on the capacity of the village activist's and
to monitor, assess, and redress the wamning signals. The surface
hcs10_n in the VO is still fragile within. The SO has the prime
ponsibility for mon_litoring the village activists and supporting the
ﬁ]to develop cohesion, est‘ablish routine behavior about attendance
. c.VO meetings, supervise VO savings, utilize and repay loans
pes;vmp technical packages, and provide timely feedback to AKRSP.
; i:sre ::1 i:)ricljil;?/leesz?r(lmt?r an;li a fire chief. The SO must establish
i or the partnershi i -
B istogucs 1 sunr \):e s last.p rship established through the

NOTE

1 1.e A fietai.led study of “Women in Development” with regard to the AKRSP
ntion is by Emma Hooper, “Study of the Women in Development

fogram of the Aga Khan Rural Su :
; pport Program, Chitral,” Hyire
P/ODA Consultant’s Report, July 1989). ¢ itral,” (Gilgit:
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Responses of Rural Communities to
AKRSP

INTRODUCTION

The initial response of rural communities to the ideas and packages
of AKRSP was enthusiastic for several reasons. For one thing, AKRSP
egan its work in the mainly Ismaili villages of Gilgit district. Since
KRSP was sponsored by the Aga Khan—the Imam of Ismailis—and
e AKF network was already involved in several social welfare
vities in the Ismaili villages, its introduction was seen as a
eneficent act for the rural poor. The Ismailis had had some
Xperience of community participation for about twenty to thirty
18, and their family structure had considerable room for male-
ale interaction at the community level. What AKRSP offered on
alf of the Aga Khan was even more important: a package of
cal methods based on the principle of equitable participation for
iating poverty on a sustainable basis.

The emphasis of AKRSP on a partnership based on VIIIage
ations was an equally attractive proposition for improving the
lity of life. People—ordinary and poor individuals—were given
option to organize and actively participate in all activities of the
organization designed to make them self-reliant. While the idea
Organization was not entirely new, they were offered the
rtunity to be their own masters with collective strength for
IVidual gain through participation and equity. This option existed
I in the days of the Mirs, Rajahs, and Mehtars nor in the
€5 sponsored by the government today.
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consensus in these communities, unlike the Ismaili villages, was
achieved with restraint and afier the demonstrated success of AKRSP
in assisting the VOs on a credible basis. Institutional or structural

bolder. experiment of “VO banking” has been undertaken by many
VOs since late 1989 to achieve financial autonomy and develop new
‘capacity to meet the local investment needs of VO members.

change—often affecting power relations and sometimes challenging T e of Himbe. 5 i : .
deeply held convictions—is not an easily acceptable proposition. B e sades “b : b mth e three years ending with 1989, 614
AKRSP’s offer of partnership for participatory development through B ifisian Al ut more than 80 percent of them were in Chitral
organization was not without this challenge, at least to some in and Baltistan. Almost all of the new VOs in Gilgit were made by

splitting the existing VOs for reasons of cohesion and operational

authority.

In any case, after three years of work, mainly in Gilgit and in
some areas of Chitral, AKRSP began its dialogues with rural
communities in the district of Baltistan and all areas of Chitral in early
1986. By the end of the fourth year in 1986, or what has been called
its First Phase, AKRSP had its institutional model working in 571 VOs,
in which 39,994 participating villagers had nearly Rs.16 million as
collective savings; they had completed 257 PPIs at an average cost of
Rs.165,000; short- and medium-term loans of Rs.25.02 million were.
used by 74,321 beneficiaries for a variety of inputs and services;
training was provided through seventy one courses to nearly 1,431
individual villagers. There was further progress, but mainly in Gilgit,
in the establishment of WOs as well: 130 of them with 5,800 members
had accumulated nearly Rs.2 million by the end of 1986. Several
appropriate technology packages were being tested and introduced; Rs.20.1 milli
training in poultry, vegetables, and nurseries was imparted to 250 s When thlon. i . )
women activists. Some of the packages, mainly involving women, were. B in “ ﬁh ors started writing the book in July 1990, AKRSP
introduced through the VOs in those villages in which the WOs did e ﬂll‘oflg?‘llgt o ZS?{U‘;{“‘J; 0!;‘:11”3109081:5 in 30?91186;“ It:akl&tanl It had
not exist. Y A an —by World Bank

The first three years of the Second Phase of AKRSP—from _ tIl'ise for a prof;ssmnal assessment of the work AKRSP was doing
beginning of 1987 to the end of 1989—was a period of consolidation hievi If;e"‘}isfo; I;‘_gg:?:;gcf}th? r(;lake the program more effective in
of the institutional model in a majority of the VOs in Gilgit and lateral a encieg f C. d GRGr. SUppart, pirticularly fr"om
horizontal expansion in Chitral and Baltistan. It was also the period ngdom ﬁad ex a?id datr'1 it ey B o ML
which several production packages and small-scale technologies were .110 million inp199E(=} S‘;&’i’laﬁs'zizfi{g‘;l"’n “:1_1983 to nearly
tried for both lVOs and.WOS;'somei of the .cxpenments were dropped’ Rs.14.54 million i-Il 1983 1 y'R g Cxpen llll{'cs increased
and others radically adjusted if their adoption was not evident; son \portant point here is th 0 Rs. 161.19 million in 1990. The
packages were consolidated and more widely distributed in respor 4S Spent on various (l:zm : nearlyfﬁo percent o the AKRSP budgel
to their demand. In view of the concerns about management | 8dit, training and dom POSGI}L‘S of the VO programs, including PPIs,
common property in forests and pastures and their relationships wi B was used for caoiI:iI Zt::onﬁ ;ﬂd l’c-search and development; 10
the environment, a program for environmental protection am® cle maintenance adI:nini trp::' iy ﬂ'le okt
resource conservation was introduced. Some VOs undertook the stglf rave]. ’ stration, staff salaries and benefits, and
financed PPIs and land development projects because of thé )
demonstrated benefits of the AKRSP-sponsored PPIs. A program foF zt);nﬂ;fl glslg b{l)ifs hli?lgo’l ‘3&‘8?38 had helped villagers of northern
“clustering” of VOs was introduced in response to the need foF B 60 thinds ofga}l’ - s with 63,565 member households
efficient distribution of inputs and marketing services, planning an& WOs with 15.690 rtl'm'. households in the region. There were
construction of new infrastructure, and use of common resources. & llion angd the Wbs anlz)?.h;:llgznl% 4‘1';(;]]}; 28 2?‘; 2?:"1 about. RS'T}

10 X rage savings o

efficiency. The VOs in Chitral and Baltistan consisted of about 16,000
new memt?ers. Collective savings during the period were increased by
~ Rs.44.9 million, of which Rs.25.7 million were added by the VOs of
Gilgit. The progress in the formation of WOs was accelerated in
g-ﬁlitral and Gilgit but not in Baltistan: of the 175 new WOs, eighty six
were _formed in Gilgit and only thirteen in Baltistan. Their member-
ship increased by 5,542 and their bank deposits by Rs.5.7 million.
?I‘hm_a .a.cceleration of the program was reflected in several related
activities: 375 PPIs were completed; Rs.95.8 million were used in
loans by 152,094 beneficiaries; training in different courses was
received by 2,606 individuals; almost 5,000 hectares of land were
velope:d for crops, fruit, and forest trees; and marketing loans of
6 mlllign were utilized by 23,000 members in 664 VOs for selling
8 metric tons of various agricultural products with total sales of
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sustaining institution that can enter into a partnership for development
with government and private agencies. In order for the VO to achieve
this status, it must be viewed by all parties, especially the villagers, as
Jegitimate and credible.

The VOs have several features in common. The membership of
the VO is open to all households in the village. The general practice is
that one male from each household joins the VO, but exceptions are
made whereby an occasional household contributes two members.
When women participate actively, it is either through the WO or by
attending the VO meetings. In traditional villages, there is little active
participation by women. In many Ismaili villages—particularly in the
‘Wakhi-speaking community—men and women meet in a joint
mbly and, in other cases, women may be represented in the VO by
‘selected (male or elderly female) individuals.

In a large village with dispersed neighborhoods, there are multiple
s organized on the basis of neighborhoods. Where the neighbor-
d coincides with access to the same irrigation channel, each VO
ill have its own land development plan and loan; otherwise land will
e developed jointly by the concerned VOs. Similarly, when one PPI
ject must be implemented by several VOs, each VO is apportioned
share of the work by consensus. The multiplicity of VOs within a
illage does not affect the management of forests and pastures
mon to the village, because generally the common property rights
honored according to the established tradition.

The initial purpose of the VOs is to implement and maintain the
project, start a collective (group) savings program, and nominate
Support a cadre of village specialists trained by AKRSP. The
embers are expected to hold regular weekly meetings as a general
2dy. Over time the VOs have acquired a longer-term perspective on
Age development and many now participate in all of the program
Kages offered by AKRSP and collaborating agencies. After the
YOs have completed their PPIs, their weekly meetings become less
stquent, perhaps once or twice a month.

One sign of a vibrant VO is the regularity with which meetings are
and the attendance of all members at these meetings. In the VO
tings, matters of mutual interest are discussed; options offered by
ide agencies are examined; and every member has the right to
*PIess his opinion. Decisions are reached by consensus or majority
I€. These meetings are also the occasion on which the VO manager
Cts cash from members to build the VO savings, which belong to
members collectively and separately. The VO decisions are
Municated to AKRSP by means of a resolution of the VO, The
Solution is forwarded to the area’s SO, whose recommendation is

Rs.1,212 per VO member and Rs.663 per WO member. The VOs had
used Rs.130 million in 5,656 group loans from AKRSP for 261,881
beneficiaries. The loans to the WOs amounted to Rs.6 million,
affecting 11,196 individuals. Nearly three-quarters of these loans were
used for purchase of production inputs, and all loans were based on
the collective savings of VOs as collateral. Over one-half of the 765
completed PPIs consisted of irrigation channels, followed by 122 link
roads. The total cost of PPIs was Rs.188 million. The development of
new land, after irrigation, affected 5,562 hectares, for which 13,455
beneficiary households spent Rs.31 million. The training and
demonstration program offered numerous regular and refresher
courses for management and technical skills to 6,137 male specialists
and 2,656 female specialists; nearly 6,000 females participated in
demonstrations of new technology packages and inputs. The
experiments on the VO clusters and VO banking, limited mainly to
the district of Gilgit, had established fifty seven clusters involving 658
VOs/WOs and 22,802 participating members; 155 VOs with 8,200
member households were involved in the banking operations with a
capital base of Rs.17.20 million from their collective savings.?

The arguments and facts presented so far were designed to
highlight the response of rural people to the ideas and packages
offered by AKRSP as terms of partnership for establishing an
institutional structure in the village to be used as a vehicle for
equitable and sustainable development in the region. To what extent
this partnership has progressed and the VO established as a viable and
self-reliant institution for development and mediation is a question on
which we plan to reflect in the next chapter. We will make a general
assessment of the partnership and present the conclusions we have
reached about the major components of the ongoing experiment. In
the remainder of this chapter, we will discuss the processes by which
the villagers and AKRSP have reached their present stage.

THE SOCIAL ORGANIZATION: VOs AND WOs

Since the basic premise of AKRSP is that institutional change at
the village level is a prerequisite for the development of small farmers,
it has attempted to create a single multipurpose organization to cover
social, economic, and institutional life in the village, within reasonable
reach for the farmer. The innovation introduced by AKRSP was th
formation of VO, a coalition of all village residents whose economi€
interest is best served by undertaking specific development activities
collectively rather than individually. The VO is meant to be a self-
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almost always accepted by the Management Group. The SO keeps in
constant touch with the VOs in his area through contacts with the VO
managers and by attending the VO meeting once a month. In
addition, frequent field visits are undertaken by the Management
Group. The regional monthly and annual VO conferences—for the
VO Presidents and Managers—and refresher training courses provide

further contacts between the VOs and with AKRSP staff. The

proceedings of VO conferences are published and sent to the VOs
through the Social Organization Unit (SOU). The SOUs have a
nucleus field staff—agriculturist, engineer, accountant—under the

leadership of the SOs.
Each VO identifies, implements, and maintains one PPI project.

The PPI grant covers the cost of material and a negotiated labor cost..
Labor is provided by VO members for which they are paid from the
grant. The payment is based on the individual’s contribution to the
construction of PPI at a rate equivalent to about two-thirds to three-

quarters of the daily wage rate. VOs establish their own rules and
methods of enforcement of voluntary and involuntary labor required

for the PPI. The members of most VOs contribute to the VO savings.
from one-quarter to one-half of their PPI wages. In fact, in the initial
stage of a VO, this is a substantial contribution to the VO fund to be
used as collateral for acquiring group loans from AKRSP. The
maintenance of PPI is entirely the responsibility of the VO. The VO.

establishes procedures by which the members can pool their labor as.
required and share in the expenses for maintenance and operation.
The mobilization of resources among VO members is subject to @
variety of rules. For VO savings, contributions from members may be
raised by one of several ways: a fixed minimum to be contributed by
each member; an equal contribution by each member; contribution in
proportion to perception of benefits; contribution on the basis of
economic status; and left to the decision of the individual. Most VOS
started with the first option, but AKRSP has persuaded them to follow
the fourth option, which a majority of them have accepted in practice.
This option benefits the VO as a whole and results in no disadvantage
to the individual member, because profits are distributed in proportio
to the individual’s share in VO savings. j
The VOs get short- and medium-term loans from AKRSP, based
on their collective savings. The short-term loans—for fertilizer, pla
marketing, etc.—are given out by the VO according to t
household’s demand for inputs or the contribution to the producé
that is marketed. The VO activists, mainly the Managers, eith
themselves or through nominated individuals acquire the inputs
supply them to VO members at cost, including a fee for the supplier-
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The medium-term loans for land development are divided equally
among VO members, the rationale being that a minimum amount
must be available to each member to preserve equity in the use of a
rationed input. Agricultural machinery or similar equipment
purchased by the VO through a medium-term loan from AKRSP is
managed by the VO for collective and individual use based on a
service charge. The VO formalizes the arrangements by which a
committee maintains and operates the equipment and is accountable
to the VO general body.

Technical services for the VOs come from AKRSP, the AKRSP
trained village specialists, and collaborating agencies in the private and
public sectors. The SOU of AKRSP is mobile enough to reach the
VOs for assistance in introducing new inputs and packages,
dempnstrations, troubleshooting in emergencies for maintenance or
repairs, assisting in self-help projects, and collecting information from
VOs for feedback to the AKRSP management. The SOU’s resource

persons are expected to keep in close contact with the village

spc_cialists for transfer of technology and provision of services for
which they have been trained. The village specialists for plant

_Pro_tef;tion and paraveterinary practice provide their services to
m'fh-wdual VO members for a fee that is in proportion to the services
'_I_utﬂ_lzed.'ln each VO, there are also individuals, male and female,
trained in new techniques for fruit and forest nursery, seeds and
I}_re_getabl;s, poultry, animal husbandry, marketing, and accounting.
_These village specialists work on projects that are cooperatively
‘managed by the VO members.

X The VOs interact formally and informally with a large number of

gious, social, business, and government organizations. All villages

Ve regular religious and traditional gatherings in addition to the VO
€lings. Many villages have a formal religious organization working
’Ehe v:]]ag_e. The Ismaili villages participate in the programs of
Ous services of the Aga Khan Foundation for education, health,
; hOI._ISmg; some lhave cooperative societies as well. The contacts of
JS with .the public sector services are through their elected Unibn
d District Council members and the line departments of the
el‘nment: The technical support is provided by the Departments of
al Bodies and Rural Development (physical infrastructure),
sficulture (extension, demonstration, and plant protection), and
nal Husbandry (disease control). The Departments of Education
Health establish and provide educational and health care services.
Os ha_ve become an important conduit for the effective and
able dqhvery of many economic and social services to villagers.
arly, villagers can now use their VOs to negotiate individual and
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collective deals with the private and public commercial and financial
institutions, whose current methods of operation largely neglect the
needs of the individual small farmers and poor rural households.

The VOs have developed by consensus a variety of basic rules of
collective and individual behavior. Errant members of the VO are
disciplined through a series of graduated measures. One who breaks
the VO’s rule for the protection of common property is expected to
pay the stipulated fine. An offender who has injured the interest of
part or whole of the VO will be asked to render compensation to the
injured party. The refusal to honor the decision is met, initially, by an
attempt by the elders and activists 10 convince the offender to obey
the decision of the VO. If this and other means fail to bring around
the dissenter, then the traditional penalty of social boycott of the
offender’s household can be imposed. The ability of a VO to
establish the basic rules with regard to the regulation and management
of VO affairs, including common and individual property, and its
capacity to enforce the rules equally and consistently is an important
indicator of its strength and viability.

Although sponsored by AKRSP, the VOs are instruments of the
villagers. Therefore, the extent to which they take initiatives on their
own is also a sign of their vibrance. Examples include: borrowing for
and building a self-financed PPI, undertaking marketing of products,
establishing schools and health centers, and establishing new links with
business and government organizations for services and inputs. Two
recent developments should be highlighted at this stage in the

evolution of VOs as autonomous and self-reliant entities with a

reduced role for AKRSP as the support organization.

The first has to do with the “clustering” of VOs, in which several
VOs work as a unit, delegating the management authority to a
committee of VO representatives. The main purpose for which the
clusters were established was to purchase and distribute inputs such as
fertilizer, provide services, and maintain the infrastructure shared by
irrigation channels, etc. The first role of
the VO clusters was to act as intermediaries for supply of inputs to the
VOs in order to reduce the cost of distribution and increase the
convenience. The second purpose was to act as the domains for
introducing production packages, resolving disputes, and motivating

several villages, such as roads,

the less vibrant VOs and activists.
The cluster management team—comprising repr

esentative
managers and activists of the member VOs—is required to meet
regularly at monthly intervals. The VO representatives identify the
kind of input supply each VO wants. The cluster committee is then
asked to prepare a demand for all inputs from their members. The
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annual VO demand is given to the cluster activi
loans (credit) is met by AKRSP with the VO saiti'n';;lca?lflminlgi{golg
helps the cIursl_er activist contact local and outside suppiiers of inputs
such as fertilizer, seeds, plants for fruit and timber, agricultural
pagh_lnery, etc. The VO members are asked to sign against their
md1v1'dual demands to guarantee acceptance once the supplies reach
the village. They are also told that they cannot change their demand
for any commodity once submitted to AKRSP, as firm arrangements
are made to procure the inputs for delivery at the VO’s doorstep

A number of problems have arisen with the implementati;m of
clusters. ’I?he management of credit at the cluster level has proved
_pf'ob_lcm_atlc. Cluster activists have exercised authority over the
glsmputlon of funds after collecting money from AKRSP against the
md1v1dua} demands from the member VOs. They have distributed the
funds without consulting the VOs. In many VOs and clusters
members h_avc‘ not accepted the fact that AKRSP intends eventually Lo:
_._phascg out its involvement, and new and sustainable arrangements at
the v11]age and cluster levels have to be established. The challenge for
;AKRSP is to define the VO-cluster relationship in the system without
iAKRS'P. _Can the VO cluster be developed into a supravillage social
j_(:arg_amzatlon? One thing is now clear: that the cluster has to act as a
:_-hmt _of dgvelopment administration but not as a new level of decision
?lllakmg; it has to bc accountable to the VO general body and not to
-'i"."h?stvo representatives. An equally important requirement for the
ivho er to stay viable wpuld be to produce the cluster-level specialists
) can work as extension agents and trainers of the VO specialists
E The other and more recent development is the initiative on VO
: King, in which the VOs are asked through dialogues if they are
_]-I pan:d to experiment wi}:h financial autonomy as a springboard for
= ependence and self—rf;hance. The VO will assume the status of a
. g-iq}/]el bank by activating ﬂ}c VO savings for investment in and
B fte:l age. Most of the funquons now performed by AKRSP will
. e Sto ﬂv? VO_. AKRS? will act as the facilitator and monitor in
g s. We will examine tl}e experiment in some detail in-the
b savings _and loans. This experiment is a crucial test of the
E su.stamablhty of the VO as a basic development institution for
Igers wuthou.t the crutches or support of AKRSP.
nt(t}he previous chapter: we presented several arguments for the
anizatieStzlthh Women's Organizations (WQOs) as part of the
e onal model pumug:d by AKRSP. An important advantage of

s for rural women is the control they retain over income and
and the access it gives _them to credit. The collective voice and
#Hons of the WO are more likely to make an impact on the village-
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level decision making than are individual women addressing the VO
where they can. When AKRSP first introduced its program for women
in 1984, the objective was to involve women of northern Pakistan in
the development process and organize them on a responsive rather
than a proactive, target-led, basis. AKRSP placed emphasis on (a)
developing viable income-generating activities, such as quilt making,
basket weaving, and home-based poultry, and (b) strengthening the
institutional capacity of rural women to enable them to promote their
welfare and that of their household on an ongoing basis. In view of
the high workload placed on women, AKRSP has attempted to focus
on three major objectives for women: increased productivity,
enhanced institutional capacity, and a reduced workload.

Initially it was left to the willingness of women to organize and
become VO members without much encouragement from AKRSP. In
some VOs, women formed a separate section to receive AKRSP
packages aimed at achieving the objectives for women. It is well
known that programs aimed at women but delivered through men ina
rural society segregated by gender have the disadvantage of leaving
women outside the decision-making process. In the dialogues with
women, it was observed that they were vocal about their expectations
and concems. The women’s program in AKRSP took a definite shape
in 1986 and a formal link was established between the women’s
program and the professional sections of AKRSP management.

AKRSP’s approach is incremental: grafting new methods on the
traditional production systems. For women, this has meant a focus on
those agricultural activities which occupy a large proportion of their
time. Initially, several possibilities were tried in an effort to develop
packages that could be widely distributed in the program area. As a
result of these trials for about three years, three major interventions
were identified and are now being disseminated: a vegetable
production package; a home-based poultry package; and alII:
appropriate technology package developed from pilot studies. We will ina . : ! ]
discuss the progress of these packages in the sections on agriculture, ter,blweevﬂll‘lzlﬁzisisﬁrssd er]rll‘c;?fr:y fzfl thi;e S SIdast, o S i
livestock, and technology. The initial response to these packages has titutions through which the villa y the role of VOs and WOs as
been very positive. The socially conservative areas in Gilgit, like Nagar tside agencies can provide bot hge ﬂg)opl;llau_on can receive and the
and the Juglote cluster of villages, have also been increasingly drawn Social sector services e physical infrastructure and
into vegetable production and poultry management and the related ‘
training programs.

Apart from the spread of the three packages, there have been
other significant developments in the women’s program in terms 01
the role of WO as a social organization. As a result of the increase it
WO numbers, and the recent rise in the demand for WOs in the
traditionally more conservative area of Baltistan, AKRSP

expanded its support staff to strengthen the instituti i
WOs. A fem{ilc Assistant Social Organizer (ASO) omnﬁ \;?)E}?c\::i);h?rf
SOU to provnzie specialized backup for the SO in relation to WOs
e female coordinators, working on separate packages, and the ASO:;
form a _nucleus in the SOU to promote the aims of WOs. The
mplementation ‘of various packages is supported by a widesiaread
d-based training and extension program for women. The trainin
grams are designed to overcome the constraints on womcn'ﬁ
bility, dlfﬁC}ﬂt geography, and diversity of languages. Courses are
d f01.' a maximum of about twenty to thirty villagers at a time, and
instruction is given in the languages of the participants. ,
__ The women’s program in AKRSP is in its initial stage. The
response by women has increased substantially as the males in 'man
a have come to realize the importance of equal partnership Wiﬂyl
men fo-r improving the welfare of the household.® The accelerated
at whlc_h WOs are now being formed, and the increasing demand
productive packages, are two strong indicators of the progress
erway. Some of the earlier WOs in Gilgit are now involved in the
periment on VO banking. AKRSP’s capacity to meet the rapid
gase in Lh.e demand for services to women is being tested. AKRSP
[lllla.t_; to d.lS.CC-DVCl' a stable basis on which the WOs can be formed
0;:1{( (:;gl-:mtxes sustained, a task slightly more difficult than in the
A_s the WOs increase in number and expand their capacit
i-;lllllze women, they become important vehicles for the intgduc};i(:ﬁ
Ovations 'and services that are beyond the scope of AKRSP. For
:. 21131 it is 11'kcl.y that a number of social sector interventions related
A eled' ﬂsl;agxtartllon, water supply, apd education would best be
g ugh broad-based .fomms like VOs and WOs. At least in
B ¢ e to two years, outside agencies in the public and private
OIS have started considering the VOs and WOs as appropriate and

TMENT IN THE VILLAGE INFRASTRUCTURE

[ Alrl essem;_ial elemer.u of the AKRSP strategy is the construction of
Eﬁant-asm.sted PPI in each VO. The PPI package has three major
#=Clives. First, it serves as an entry point to foster collective



74 Rural Change in the Third World

participation and help strengthen the local capacity for development
through organization. Second, it injects into the village economy
productive capital from which the villagers would get new income
streams and build their own capital reserves in the future. Third, it can
create new resources and expand the existing resource base in the
program area.

AKRSP has assisted the VOs so far with grants of about Rs.188
million to complete 765 PPIs. About 450 PPIs are in various stages of
completion. Supply of irrigation water, protection of the relatively
scarce productive land from the ravages of rivers and streams and the
link roads between the village and the main roads have been identified
as the most important needs in most villages. These priorities are well
reflected in the distribution of the completed and under construction
PPIs: over 54 percent of the PPIs are related to irrigation; 18 percent
are link roads; flood protection works account for 14 percent. It is
estimated that nearly 60,000 households are benefiting from
investments in the village PPIs.

Since the majority of the PPIs are irrigation projects, mainly

improved or new feeder channels or kuhls, many villages have
expanded their cultivable area. About 23,000 hectares of land have
been brought in the irrigation range and additional water is available
to 35,000 hectares. It is estimated that when all irrigation schemes are.
completed, the potential new land for cultivation will be 27,000
hectares. Consequently, AKRSP has been actively involved with VOs.
in the development of land for cultivation of field and tree crops. In
several VOs, the initial focus in developing the new lands was on the
traditionally high-priority items such as grains and fruit trees. AKRSP
has continued to assist villagers with planning that takes into account
the suitability of land for various uses and concern about its
ecological sustainability. Efforts are directed at large-scale plantation
of multipurpose trees, with delayed but significant benefits to the VO
members. One of the major services the AKRSP field staff provides 10
VOs is in their land development projects, whether based on individual

or collective plans. They work with the VO on preparing plans and

layouts for land use on large tracts opened up by the availability of

water from the new or improved kuhls.
The close collaboration of the AKRSP field staff—engineers 3

others—with VO members has been a valuable experiment in seve
respects. For one thing, in the process of planning and implemen-=.
tation of the PPI, the AKRSP staff have grafted modem techniques

onto traditional methods, and introduced new inputs in building W

structures. Costly mistakes have been avoided and the work completed

quickly and efficiently because of the active participation of
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bcneﬁcia_rics. The efficiency and cost-effectiveness of all of the PPIs
and panlcu!arly irrigation schemes and link roads, compare ver);
favorably with those constructed by the public sector through private
contractors or government agencies. Studies have shown that the PPIs
c9nstmcled by VOs have a high payoff. In the next chapter, we will
gizcssgs'some of the economic benefits of major PPIs completed by
One of the main conditions of partnership b

the VO is that the latter will construc;t) only oncpgr:::z:;is‘;dm;fs’f ’211122
cmphasxs is on a project that generates new income streams al:ld in
whgch all of the VO members participate in construction and
gmmtenanc;:. It can also act as a catalyst for the VO to undertake
investment in additional PPIs, since most villages need and can benefit
frqm more than one productive infrastructure. The VOs may decide
to invest, from their own resources or through the government agenc

in a link road if they have completed an irrigation scheme with ﬂi’:

'AKRSP grant to improve the transport system for movement of
-people al_ld goods. The incentive to the VO to invest from its own
savings is clearly provided by the first PPI in that collective
participation can result in the creation of new resources from which
‘the bgneﬁ_ts accrue equally to all members. In fact, more than twenty
VOs in Gilgit and Baltistan have undertaken self-financed PPIs.

The investment in physical capital can generate incomes on a

;nstainpd basis only if the capital is well preserved through careful
.atlon and maintenance. Based on the traditional rules for
3 agement of common property, the VO makes it obligatory for the

etpbcrs to conl.ribute toward the maintenance of their common
bject. The maintenance and operation involves labor time of
emberg, purchase of materials, and hiring of individuals to do
fic jobs. AKRSP staff assist the VOs in the planning and technical
Ktss nfor proper maintenance schedules, etc.
new !nstitqtions evolve, especially at the cluster level, new n
ut;c;:mg identified for the management of common propier?;
udeets}1 and for Fhe area development planning and zoning. These
e v.1(:] supl'"av.lllagt': PPIs.‘ (e.g., large irrigation schemes serving
. lf ages; mgnfflcam 1ml§ roads for opening up the valleys);
i or the repair and maintenance of farm machinery located
B y close to farmers in isolated environments; construction
_ arery' and equipment, (e.g., bulldozers, compressors, and drills,
3 c\t'xta] -for speedy and effective construction of the physical
oy ure); and cold storage and processing plants as the volume
etable sgrplus grows. AKRSP has a role in preparing the
NS and monitoring these facilities. The AKRSP staff are debating



76 Rural Change in the Third World

about the issues of ownership of these assets, the role of and

relationship to the government in the supravillage structures, and
whether subsidies may be required to promote investment in these
facilities. The AKRSP budget has provided some flexibility to test
various approaches to meet the needs that are becoming apparent at
the supravillage level and that are likely to constrain regional

development.

VILLAGE SAVINGS AND LOANS

So far we have discussed the two basic requirements for
establishing the social organization, namely, the VO and PPIL. The
sustainability of the VO as a mediating institution for village
development will depend on the mobilization of resources for
investment and creation of usable new skills. We will first discuss the
progress VOs have made in mobilizing their members’ resources into
collective savings and in using the loans with assistance from AKRSP.
Credit and banking have been among the major support functions
performed by AKRSP in nurturing the VOs in the formative stage.
But VO savings

themselves.
A large part of the

securing loans. Through these savings,
1,385 organizations have had access—at
share in the VO savings—to
management of the members’
benefits; members save time,

acquiring group loans.

The regionwide replication of the VOs has provided to small
al

farmers not only a mechanism for generating collective capital

through individual savings but also the basis for accessibility to cred
for major inputs and
an early stage for two major reasons.
farmers needed credit to acquire access to
inputs and to cope with

On the demand side, sm
productivity-increasi

have been a major achievement of the villagers

capital required to increase the productive
capacity of villagers has to be generated from their own resources or
savings. The VOs/WOs have proved to be an effective forum for
generating collective capital: they have accumulated Rs.87.42 million
in less than eight years. These collective savings create and stimulate

cohesion and a sense of thrift and they have acted as the base for
nearly 64,000 households in

least equal to their individual
the credit-based inputs. The collective:
credit needs by the VO has several
transactions and transport costs, and.
registration of collateral. The VO savings are used as collateral for

ervices. AKRSP had to enter the credit field a&

the expanding cash nexus due to mark
forces. Provision of timely credit and inputs can speed up the process
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of adjustment for the small farmers from a subsistence

economy. On thc' supply side, small farmers could not gta:giﬁl];?l?rgai
credit from ic institutional sources, because the transactions costs
were very high. The noninstitutional sources were both inadequate
and expensive. Relatives and friends were usually not a dependable
source because they were themselves strapped for cash. Moneylenders
were naturally expensive but unavoidable, at least for those needs that
could not be postponed. It was against this background that AKRSP
started to fill the vacuum by ensuring accessibility to credit and inputs
for sma,ll 'farmers'through the VOs. Experience has shown that
AKRS? s intervention in the supply of credit and inputs acted as an

added incentive to the VOs to enhance their collective savings.
_ The genesis of the credit and banking functions of AKRSP was
embedded in its three basic principles: organization, capital, and skills
On the _basxs of. VO savings in early 1983, AKRSP emb'r:xrked on ei
prpductlve lending program after the Board of Directors approved
guars].k move anfi the Habib Bank—one of the nationalized commercial
s in Pakistan—made Rs.200,000 available from its interest-free
po:rtfoho for agflculture to AKRSP on its own surety. In a meeting
with l?an}lcers,. including the Chairman of the Pakistan Banking
Founcxl. in Gilgit in early 1983, it was revealed that not a single
interest-free loan had been advanced in Gilgit since 1980, although
the small landholders were entitled to a loan of up to RS.G,ObO in ea%h
_tgll'lop tlsleason. The reason was not that these farmers did not need credit
;rultes at dbanks found it impossible to reach them according to their
b ';1]11 procedures. Most fan}lg,rs needed much less (perhaps no
e alnu Rs_.330), but the administrative costs to reach the farmers
:_Pakistpro Kmve. For example, the Agricultural Development Bank of
Pakist::: (ADBP)—the premier institution for agricultural credit in
1‘” m——extendcd Rs.55 million to only 1,500 individuals in nearly

Av Kl:;gcs of Northern Areas during the 1988-89 financial year.

B o ]:_li’l_beggn its lending program for VOs in 1983 and disbursed
3 edium-tl ion in the ﬁmt year, malp]y for fertilizer. It started giving
i merm loans in 1984, with Rs.0.47 million for land
E _L}t:_;c ;n}é The credit program has since greatly expanded and
9 m]l y the enq of 1990, t!le VOs and WOs had used nearly
o illion, .of which Rs.82 million was given as short-term and
o was 1xfnedlun.l-.tterm loans. Nearly two-thirds of the short-term
§ 1as or fertilizer, one-qugrter for marketing, and the rest for
el' plants, pou}try. and pesticides. In the medium-term loans, land
Opmept received 63 percent of the value, followed by agricul-
b mlachmery (25 percent), with the remainder used for appropriate
lology and sundry enterprises. The absolute amount of total
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lending by AKRSP may secm small in comparison with public sector
lending, but its accessibility was far greater. AKRSP has provided
5.942 short and medium-term loans since 1983, with a beneficiary
base of 273,000. In 1989 alone, nearly Rs.32 million was disbursed in
1,227 group loans, with a beneficiary base of 40,000.4

AKRSP has operated its lending operations through short-term
and medium-term credit schemes. The former is meant for a period of
less than one year to purchase productive inputs and the latter is for
more than twelve months to be used for development activities.
AKRSP has not demanded collateral for short-term loans, except the
collective collateral of VO savings and a 100 percent cash collateral
for marketing loans. The medium-term loans have been extended with
a 30 percent cash collateral from the VO0s.5 AKRSP’s policy on
interest rates has been evolutionary, starting from a policy of interest-
free loans in keeping with the government policy. Since 1987, AKRSP
has been charging 10 percent per year as a service fee. Similarly, the.
service charge on medium-term loans has increased from 5 percent at
the beginning to the present 10 percent to 15 percent per year. The
point is that AKRSP has gradually raised the price of credit, because
cheap credit does more harm than good. This was being emphasized
even more in the banking initiative taken by the VOs in the spring of
1990, which we will discuss presently.

The rapid expansion of the credit program has exposed AKRSP to
problems inherent in managing loans in any system, namely recovery
and default. AKRSP has managed to keep these problems within
acceptable limits. There are two possible causes for default, namely,
misfortune (involuntary) or malevolence (voluntary). The agricultural
production systems are affected by the natural and market forces that
can disturb the cash flow of the farmer. The AKRSP experience is that’
a vast majority of small farmers pay their debts at the end of the.
season, barring the most exceptional hardship. The unwillingness 0
repay the loan can be considered at two levels. At the VO level,
management skills and motivations can be the deciding factors in
clearing the loans promptly. At the individual level, refusal to repay
the loan could be for several reasons, including displeasure with the
VO leadership. If the VO is active, it can use various social pressures
to recover the loan from the defaulter since it is responsible for
repayment on the member’s behalf. However, if the VO is dormant
there is hardly any pressure on the individual to pay back the ciilininating i g
outstanding loan. AKRSP defines default separately for the short- and D The £ inating in three major options.®
medium-term loans: for the former the loan is in default if it is O 1989, ha irst proposal, made by three Chicago consultants in mid-
repaid within twelve months after disbursement, and for the latter e ~26, had three parts:
installment is considered in default if it is not paid on the due daté

The total default on short-term loans was Rs.2.07 million—f
iﬁagsilgift I;?égcrtm]llion inLh cightdyears—of which nearly 62 perggxl;tt?vt:;
where the credi
ey redit program was the most advanced and
_We should now explain a new—some say a peril

initiative the VOs and AKRSP have launched inymakl;gg l?lgsgogo;s)rk
as village banks. .ln the AKRSP parlance the experiment underway is
ca]lcd.VO ‘banking. Let us look at its background first. AKRSP’s
ogeratlons in savings and loans were characterized by arrangements
with the VOs acting as informal banks to their members. The
mcl_nbers d.eposit their savings with the VO, recorded in thé VO
savings register and reflected in the savings passbook issued to each
member. The collective savings of the members are deposited in one
of the scl}eduled banks or post office in the name of the VO and the
account is operated by the VO’s President or Manager, who is
nominated py the general body. No withdrawals can be m’adc from
the VO savings account without the approval of the AKRSP General
_Managsar or his nominee. This authority is obtained through a VO
resolution lodged with the concemed branch of the bank or post
office. T he collective savings of the VO act as collateral for all short-
and ﬁedlum—tcun loans extended by AKRSP.

: e raison d’etre of the AKRSP credit program is tha
are a.vallable_ to the largest number of smaI;l fgarmers 1o ;1?; I?hag;f'
_:gliimllime credit demands for production purposes. Since there is no
-'hd'e hood t_hat t!’le other credit institutions will make radical
jus:ment:s in their operations to reach most small farmers, AKRSP
:’ no choice but to mmajn in this field. The challenge is to formalize
‘i€ present arrangements in a way that the management of savings and
S.becomes a self:sustaining activity of the VO in the long run.
Bkisﬁglc? }984 considerable thqught has been given to formalize the
. fo% :;11 or\‘r{nal system of savings and loans to achieve the ultimate
el e O to become a sglf—reliant and sustainable social and
bcl)_llllf: institution at the village level. An early proposal for
au;ihmfg a two-tier cooperative banking system was not accepted
-y (:tf 1lslsu_scept1b111ty to abuse by the vested interests at the
k. id: majority of VO men}bers. This was a reasonable response
. a in !1ght of 'the experience of the cooperative credit system
untries like Pakistan. Discussions continued for another five
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1. Savings of all VOs should be pooled in one account to be
operated by AKRSP. A revolving fund, equivalent to 20 percent
of the pooled savings, should be established for lending the
short- and medium-term credit to VO members. The size of the
revolving fund for credit should be increased by plowing back a
gradually rising percentage of the pooled savings, rising to about
60 percent in five to six years. The revolving fund would also be
augmented by contributions from donors to meet the credit
needs of the VOs.

2. Recoveries of loans, especially for the medium-term, should be
reorganized with the VOs starting the repayment in reasonable
installments soon after the disbursement of loan rather than after
the maximum period of two years now allowed.

3.  AKRSP should automatically deduct from the pooled savings
account the defaulted amount of an individual VO.

There were two sets of problems with this proposal. For one thing,
the operation of a pooled savings account by AKRSP would expose it
to the charge that since the VOs had no control over their savings, how
could they ever become independent or autonomous? When and how
will the learning process end? The suggestion that the individual VO
default should be deducted from the pooled savings account would
mean penalizing one VO for the fault of another. If the individual VO
savings were to act as collateral against default of that particular VO,
they might not be sufficient to cover the default.

The second proposal, made by Akhter Hameed Khan soon after
the first proposal, contained a detailed critique of the first proposal
and made two major recommendations:

1. Continue the existing loaning program of AKRSP without
change in its terms and conditions.

2. Let the VOs use the residual savings, after meeting the cash
collateral for loans, for lending to the individual members 1O
meet their production and nonproduction needs.

A major problem in this proposal concerned the recovery of

defaults. With the present requirement of 30 percent cash collateral,

AKRSP would be exposed to considerable risk of default. Further, if

AKRSP maintained its existing lending program, it would be left with
all the work associated with the evaluation of applications, etc. This
would mean revamping the existing procedures in terms such as the
Chicago consultants suggested.
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The Max}agemcnt Group of AKRSP gave considerable thought to
the two options and held a number of dialogues with the VOs—
representatives and members of nearly 100 VOs in Gilgit and Chitral
d1st_ncts—and elicited their opinions on these and other possible
options. Considering the existing VO savings and credit system, the
fact is that the VO already carries most of the responsibilitie’s of
bax_ﬂcmg, disbursement, and collection of loans. The VO is, therefore
quite capable of handling the loan operations without reference to the
AKRSP Regional Program Officer (RPO). The only functions the SO
and RPO perform have to do with the maintenance of accounts and
monitoring the system. Following the dialogues in the fall of 1989
two generalized conclusions were drawn: ,

1. The_ credit needs of the VO do not exceed the current VO
savings. In other words, the revolving fund of about Rs.60
million with AKRSP is adequate to cover the credit needs, which
are not likely to increase annually by more than 30 percent in the
next five years.

2. A close examination of the medium-term loans revealed that,

except for purchase of agricultural machinery, a period of twelve
months was sufficient to recover the loan. In the case of loans for
la{lq development, there was no relationship between the actual
utilization and repayment of the loan. The loans were taken for
five years simply because they were available for that period and
were inefficiently used as Khas (special) deposits. A loan of
Rs.100,000 was used only once when it could have been revolved
by the VO five times in the same period.

The VOs were offered two options. The first would be to continue

the existing system. The second option had two parts:

1. The individual VO savings would be deposited in the Khas

Deposit 'C'ertificates (KDC) or other high interest-bearing
accounts jointly in the name of the VO and AKRSP, with AKRSP
to have the authority to draw the money unilaterally to meet the
VO default. An added advantage of KDC would be that the VO

Euonczis are invested in noncontroversial and secure government
nds.

2. An amount equivalent to the VO savings would be advanced to

the VQ by_ AKRSP for loans to members. This amount would be
deposited in the Profit and Loss Savings (PLS) account and the
money would be withdrawn from this account for the purpose of
lending. The VO would be charged 7 percent—which is about
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the same rate the PLS earns for the VO—on the money advanced
by AKRSP. The VO would have to charge its member loanees a
minimum of 12 percent to cover the 7 percent for AKRSP and 5
percent as the cost of operating the system, including com-
pensation to the VO Manager and other functionaries for their
services.

The response to the second option was so enthusiastic that the
Management Group decided to refine the proposal further and let the
more advanced VOs start the experiment. The experiment began in a
limited number of VOs in January 1990, and by the end of the year
about 155 VOs with 8,500 households were using Rs.17.20 million of
their savings for the new banking operations.

At this stage it is necessary to highlight the refinements in the
basic option that the VOs and AKRSP have accepted in practice. It has
been realized that village-level banking, controlled and managed by
the VO, will ensure easy and timely access to capital by all members
of the VO. It will help attain economies of scale and reduce overhead
costs. The VOs have accumulated sufficient capital to meet the
ordinary investment and nonproduction needs of the members. The
banking experiment has, therefore, been operating on the following
conditions.

1. AKRSP would provide to each VO a sum equal to its collective
savings. This would act as the basic fund for loans to members.
The VO savings would be invested in high-yielding (at present 12
percent per year), safe government certificates or similar financial
instruments. This means that the base of VO savings would
expand with time and provide access to larger amounts for
lending in the future. -

2. The VO will keep the capital it has received from AKRSP in the
PLS account, currently yielding a return of 7 percent per year.
AKRSP will charge the VO this rate for the capital it has
advanced to the VO for lending. If the VO fails to pay this rate 10
AKRSP, it will be deducted from the VO savings kept in trust by
AKRSP, thus reducing the base of VO savings. _

3. The lending system will be guided by one basic principle: that
the VO general body is the supreme arbiter for all current loans.
The VO can lend to its members for both production and
nonproduction (personal) purposes for a period not exceeding
twelve months. Production loans will be extended as before. FO
the personal loans—used normally in emergency or to meet the
temporary problem of cash flow—the VO should use only 20
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percent of its total capital for this purpose and give no more than

Rs.2,000 to any individual. The purpose here is to save the small

f§rmers from going to more expensive sources. For the indi-

vidual loan, a loan committee, selected by the VO general body

?‘falt(‘lvemme‘;nb?r_s (including the President and Manager) woulci
e the decisions and kee i

stls bty p the general body informed on a

4. The basic principle for the production and personal loans would

be that Fhe individual can get a minimum amount equal to his
Own savings with the VO. In case the individual wishes to contract
a production (investment) loan of a larger amount, one or more
guarantors from among the VO members would be required. The
guargntor’s surety will not exceed the amount of his savings
proytded he has no outstanding loan or encumbrance against his
savings at the same time,

5. The charge on each loan should cover at least the cost of capital

extended ‘by AKRSP (at present 7 percent per year) and the cost
of operating the system (about 5 percent per year). The higher
the charge above this minimum rate, the more quickly the VO
can expand its base for future lending. In other words, the VO
should attempt to maximize the spread between the rate it charges
?nd th_e cost of its capital and operations. This would provide an
Incentive to guarantors to allow others to use part or all of their
savings for borrowing from the VO. Also, the VOs are
enc_ouragcd to give a large number of production loans for
periods of less than twelve months, because the shorter the period
of each loan the more capital will turn over and increase the total
earnings.

The VO management should diversify the loan portfolio, but in
No case should it extend the loans to nonmembers, or for
Investment in activities or enterprises outside the village. The
purpose is that the village capital is invested for the welfare of the
villagers. One of the advantages of investment in the village
WO_uld be.{he “multiplier effect” on household incomes and
their capacity to save and invest.
'él'hc VO profits from lending would be distributed at the end of
sa?; iyear to each member in proportion to his share in the total
e I;lg's of the VO. The profits will be recorded in the indi-
Yy ual’s passbook and plowed back into the VO savings to build

e capnt.a! base for future lending.
I‘I;othe initial stage, it is imperative to give intensive training to the
4 _personnel in !oan management, bookkeeping, and auditing.
imilarly, monitoring by the SOs would be systematized through
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predetermined VO meetings at least once each month. AKRSP
has prepared detailed guidelines for operating the banking
system, including the various options for service charges, group
and individual loans, lending and recovery periods, and penalties
for default. The ongoing dialogues of the Management Group
with the VOs and training sessions with the SOs are also being
used to transmit the basic ideas of the system.

With the beginning of the experiment in VO banking, the
partnership of AKRSP with the VOs enters a critical stage that will test
the capacity of the VOs to manage the members’ savings and help
them grow through carefully selected investments. The initial success
of this experiment will strengthen the VO as a participatory social and
economic institution. How well the capacity of the VO to manage the
members’ savings and increase their investments grows—in which
AKRSP must play its training and monitoring roles—will determine
the viability of the VO as an independent institution for the
development of rural people in northern Pakistan. That some VOs

have accepted this challenge is indicative of the confidence their
members have acquired in their ability to increase the use of their:

equity capital for more rapid development of the household and
village resources.

DEVELOPMENT OF HUMAN SKILLS

Human skills are central to the development of sustainable village:
organizations in northern Pakistan. For one thing, the economiC

conditions in the region are fast changing with the development of
and changes in
th. Rapid
adjustments are being made in resource allocation in response to the:
increasing shortage of rural labor due to education and migration.
The survival of rural communities in the harsh and hostile environ=
ment of the Karakorum and Hindu Kush mountains is a testimony to
the existence of an impressive knowledge base responsible for the.
evolution of survival strategies through centuries. AKRSP has found

that time-tested indigenous knowledge and experience can be used as

roads, growing opportunities for trade and exchange,
land use due to new technologies and population grow

a filter to screen modern technologies for appropriateness. At

same time, villagers will need new skills to cope with the dynamics O
the development process underway.

Two basic kinds of skills were regarded as essential for the VO
acquire in order to sustain their work in the long run: managerial

i
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technical. The program of human resource development started with
basic training for village managers in leadership, management, and
recordkeeping. The training of managers has over time evolved into
Managers’ Cpnfcrences held on a monthly basis in each of the three
program regions. These conferences serve several purposes. They
provide a forum for managers to practice their leadership skills; serve
as the venue for public discourse between the RPO staff and managers
as VO representatives; introduce new production packages, of which
the terms and conditions are discussed, evaluated, and revised; provide
_ crucial fced_back from managers on new packages and performance
- of the ongoing packages; and enable managers to learn from experi-
ences of other villages. The information flow is both vertical (between
&e VOs and AKRSP) and horizontal (among the VOs). Repeated
reviews of program packages at conferences serve as refresher courses
a d _help clarify the intricacies of the packages. The managers are
tmuqusly reinstructed to act as informed and motivated activists to
lead their VOs into new ventures and activities for the welfare of their
embers. Each manager attends at least three conferences each year.
hese conferences are held on a rotational basis in each of the three
ons because of the large number of VOs. Since 1983, over 100
Mana gers_' Conferences have been held and about 3,000 individuals
have participated.
. A §c§:or1d vital component in generating skills at the village level is
° training of villagers as “specialists” in various agriculture related
ities and enterprises. One of the major goals of this program is to
uce a st_ock of basic skills in services that the villagers need to
crease their production and productivity levels. It is an efficient
€mative to the use of an army of hired extension agents. For one
g, 1t would have been beyond the financial capacity of the support
ation to reach most villagers by this option. Also, it would have
P! the vlll_ag'els dependent on external agents. A network of trained
1age specialists would keep the cost of basic services low and make
E* VO gradually self-reliant.

The training courses are designed basically to reduce losses in the
HNg production system through disease control; enhance produc-
through fertilizer, new seeds, etc.; and ensure the utilization of
4§ to conserve and expand the resource base. AKRSP has
zed and paid for the training of village specialists; provided
Wlth_ simple equipment to utilize their skills; provided credit for
agncultqral inputs; eswablished an input supply system to ensure
ely availability of inputs; and followed up on the training and
throu'gh.vﬂlage dialogues, demonstrations, field trials, etc. The
Specialists—individuals first nominated by the VO general
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with the emergence of VO clusters in 1988 as the higher level of
‘prganization for supply of inputs and resource management, it was
nossible to offer more intensive and extended training courses to a
‘small group of promising and motivated VO specialists. The cluster
pecialists could even act as trainers for the VO specialists and provide
‘more advanced services to the VOs/WOs in their cluster. The cluster-
Jevel training was initiated with a four-month course in the use and
‘maintenance of agricultural machinery and basic mechanical skills.
“The intention was to encourage the establishment of repair workshop
“in each cluster. Two such courses have been conducted so far and
fourteen specialists have been trained. Similarly, three training courses
‘have been completed for account specialists to act as trainers at the
ster level for the VO accountants. These future trainers are being
sisted by the Field Accountants from RPOs in hands-on training for
audits and accounts for the experiment in VO banking.
~ Although it is important to upgrade the capacity of AKRSP to
conduct training, it would not be cost-effective to establish the
ilities for advanced training in agriculture and livestock. It was,
erefore, decided to finance the advanced training of cluster
cialists at the national institutes equipped with the necessary
onnel and hardware. Consequently, starting in 1990, the training
T cluster specialists has been organized at the Agricultural Training
itute in Peshawar, Poultry Research Institute in Rawalpindi, and
vestock and Dairy Development Department in Lahore.
Whep AKRSP initiated its activities in northern Pakistan in early
3, virtually no staff familiar with the prerequisites of a par-
patory rural development program existed in the region. In fact,
e was a dearth of such expertise in the entire country. A majority
the professional staff came initially from outside the program area.
¢ AKRSP was committed to generating local expertise, it has hired
individuals locally (about 97 percent of all professionals); has
ed a majority of them on the job through an internship program;
18 using their skills in northern Pakistan. There is an ongoing
am of staff training in specialized institutions in the country angd«
ad. So far it has provided foreign training to thirty two indi-
3153. through eight degree courses and twenty four short courses in
ariety of fields. Also, an in-house training facility has been
I'sﬁd to the staff since mid-1989 to improve their proficiency in
e issue of human resource development in AKRSP has assumed
ed significance in the last two years. First, the training needs to
H the development processes initiated by AKRSP have to be met
4 regular and systematic basis. Second, new training needs are

body for training—are expected to be remunecrated for their services
by the villagers they serve. The service fee includes the cost of
materials as well, to avoid creating dependence on subsidized services
and to provide an incentive for the specialist to give good and reliable
service.

The training program for village specialists began in 1983 with an
emphasis on crop and livestock production. However, with the passage
of time and in response to the expressed needs of the VOs, separate
training courses were introduced in poultry management, marketing,
accounting, and appropriate technology. The VOs were encouraged to
nominate different individuals for each training course. The aim was:
to maximize the number of trained individuals working within an
interdependent system of services in the village. AKRSP now offers
about 150 regular courses, in addition to several refresher courses, and
organizes numerous field demonstrations. Since 1983 about 11,000
individuals have been instructed through the AKRSP training system..
Most of them have acquired skills in livestock (51 percent) and.
agriculture (32 percent), followed by marketing (9 percent) and othe :
specialists.

The training needs of women have not been neglected, particu-
larly after 1986 when the program for WOs gained momentum. One
of the first areas identified for training was in poultry, including vac-
cination, feeding, and rearing of birds in the homestead. Since then
women have been trained in management of nurseries, improved
vegetable production, livestock and poultry management, and use of
appropriate technologies. The training program for women has been
flexible in view of their relative immobility. Regular courses have
been combined with field demonstrations in the villages. AKRSP has
recently augmented its female field staff to provide more effective
training to women in all of the activities and packages in which ru
women play a major role, irrespective of their membership in the VO
or WO. -

While the village male and female specialists are able to pro
technical services to their respective VOs/WOs, the development
complex production packages requires skills that the short-t
courses offered by AKRSP cannot readily produce. More inten
training for complex skills would not be feasible for each VO f
several reasons. The first problem is the paucity of resources with
AKRSP. Also, there is not enough demand in each VO for
intensive services to justify the existence of an advanced specia
Finally, only a small proportion of the village specialists show Lhe
potential for advanced training, because many are barely literate ane
not highly motivated.
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becoming apparent in northern Pakistan, which may be met on 3
carefully selected and cost-effective basis by AKRSP in areas ag
diverse as carpet making, tourism, tanning of hides and ski
minihydels (small electricity-generating units based on waterfall
plumbing and water supply, and production of handicrafts. Third,
AKRSP experience in establishing the VOs has generated considerab)
interest elsewhere in Pakistan. The model is now being tried by t
other NGOs and still others are considering modeling their
development projects on the same principles. It makes sense
AKRSP to assist these organizations in learning from its model and
experience in northern Pakistan. In view of these factors, some
thought has been given since 1989 to create a permanent institution t
act as a repository of the lessons learned in AKRSP, a clearingho
on rural development in Pakistan, and a training center. We will retum

Rs.60 million.

June 1990).

‘Table 4.1
AKRSP, 1983-90

Responses of Rural Communities to AKRSP

APPENDIX: AKRSP AT A GLANCE

89

5. T:hq first medium-term loan was advanced in 1984 out of a soft loan of
Rs.5 ml_lllon given to AKRSP by the National Development Finance
Corporation (NDFC) at a 1 percent rate of interest. This amount was augmented
by funds provided by donors. The donor commitments now amount to over

6. See details in AKRSP’s Seventh Annual Review, 1989 (Gilgit: AKRSP,

to these ideas in Chapter 6. _
'NUMBER OF VOs: 1,385

MEMBER HOUSEHOLDS: 63,565
COLLECTIVE SAVINGS:

NOTES
! Total
1. See: World Bank, The Aga Khan Rural Support Program in Pakistan: Al Saving Per VO/WO
Interim Evaluation (Washington, D.C.: The World Bank, 1987) and The Agé ~__Saving per VO/WO Member
Khan Rural Support Program in Pakistan: Second Interim Evaluatio COLLECTIVE LOANS:
(Washington, D.C.: The World Bank, March 1990). 1 Total
2. Detailed statistics about various components of the program are given & Short-Term
Tables 4.1 1o 4.6 of the Appendix to this chapter. The data are taken from th Medium-Term
AKRSP Annual Reviews and Qaarterly Progress Reports. Number of Group Loans
Number of Beneficiaries

3. In Baltistan, the first WOs were formed in late 1989. The general

was that, since Baltistan was inhabited by the Shia Athna Ashari who ¥ PPI PROJECTS COMPLETED:
perhaps equally if not more conservative in outlook than the Sunni pop Irrigation Channels

in Gilgit and Chitral, the Balti men would never allow the women to come Other Irrigation Systems
and form separate organizations. This has proved to be an inaccurate assumpt Link Roads

The demonstration effect of WOs in other regions on Balti women has pers! Flood Protection Walls

them to form WOs. They were supported in this endeavor by the men and Pony Tracks

village organizations. The establishment of WOs in Baltistan seems Storage Reservoirs

encouraging and efforts are being made to form more WOs. -
4. The importance of the role AKRSP has played in meeting the credit
of small farmers in northern Pakistan was revealed in a household survey ¢

_ Total
“AND DEVELOPMENT:
Area Developed

out in 1988-89. It shows that AKRSP was the primary source of agri?lﬂ_ ‘ E
credit for small farmers in the region: 94 percent of the credit for ag‘nclﬂ_ Otéfl 'Cosft
came from AKRSP. It also revealed the fact that 95 percent of the borrOW= Pamﬂpatlng Households

received agricultural credit from AKRSP, The credit for the household needs W
provided by friends and relatives.

NUMBER OF WOs: 434
MEMBER HOUSEHOLDS: 15,690

YOs
Rs.77.02 M
Rs.55,610
Rs.1,212
YOs
Rs.129.5 M
Rs. 7740 M
Rs. 52.10 M
5,656
261,881
Number

323

31

122

96

23

38

43

765

5,562 ha
Rs.31.18 M
13,455

WOs

Rs. 1040 M
Rs.23,963
Rs.663
WOs
Rs.6.08 M
Rs.4.58 M
Rs.1.50 M
286

11,196

Cost
Rs.82.8 M
Rs.146 M
Rs.34.8 M
Rs.20.7 M
Rs3.1M
RS.79 M ~"
Rs.7.9 M
Rs.188.1 M



Table 4.1 (continued) Table 4.3

The Productive Physical Infrastructure

HUMAN RESOURCES: VOs WOs Number of

i i Number of Total Cost of

Managers Trained 2.630 62 Initiated Completed Initiated PPIs
Village Specialists 3,507 1,964 PPIs PRIc -~

Participants in Demos. — 6,073 (Million Rs.)

VO CLUSTERS: 57 104 -

Number of VOs/WOs: 658 114 51 14.2
Member Households: 28,802 108 $i g;

VO BANKING: 94 o 16.8
Number of VOs 155 163 118 Z
Banking Capital Rs.17.20 M 187 P gﬂ;rg

:gg 118 26.5

Note: Data are cumulative from January 1, 1983 to December 31, 1990. 1074 ;gg 122}

Table 4.2
Membership in Social Organizations and Bank Deposits

Village Organizations Women'’s Organizations

Year Number  Members  Bank Number Members ,
of VOs Deposits  of WOs T
(M.Rs.)
1983 180 15,449 0.84 5 302
1984 224 15,163 5.16 76 3,701
1985 83 5,157 4.55 27 1,183
1986 84 4225 5.35 21 614 "
1987 191 5198  15.09 43 1,612 )
1988 231 5961  15.52 75 2,079
1989 192 4,675 1427 57 1,851
1990 200 7,737 1624 130 4,348
Total 1,385 63,565  77.02 434 15,690
90

9]
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Number of

Beneficiary
514
251
1,070
4372
6,581
8,522
7,824
5,636
34,770

Households

Sales
(MilLRs.)
0.27
0.13
0.81
2.56
3.25
5.73
9.90
8.76
31.41

Net

Marketing
Expenses
(Mill. Rs.)
0.06
0.03
0.13
0.17
0.18
0.63
0.44
0.26
1.90

Value of
Sales
(Mill Rs.)
0.32
0.16
0.94
2.73
343
6.37
10.33
9.03

33.31

Volume of
Market Surplus
176
293
431
712
515
1,031

3,226

(metric tons)

Number of
Participating
VOs
45

128
191
251
222
246
1,102

Cooperative Marketing by Village Organizations

Note: Figures for 1990 are through June 30.

Table 4.6
Year
1983
1984
1985
1986
1987
1988
1989
1990

Total

5

Adoption of Production Packages and
Technologies

A n the first four years AKRSP concentrated on establishing the VOs
nd in assisting the construction and improvement of the productive
astructure at the village level. As a complement to the institutional
del, and to realize the benefits from infrastructural investments, a
roduction model was developed in the last three years. It incor-
s the development of infrastructure, agricultural technologies,
marketing of surpluses. The basic aim of the production model is
increase productivity and to improve resource management on a
tainable basis. Given the complexity and interdependence of the
sting systems of farming and rapid economic changes in the
on, AKRSP has paid increasing attention to the issues of sustain-
ity and environmental protection, particularly where the innova-
0§ are introduced by AKRSP.
The idea of intervention in the existing system of resource,
agement and production is based on the premise that innovations’
=W technologies or methods and inputs—are best grafted onto the
tional systems, making use of considerable indi genous resources
Stock of knowledge and methods. AKRSP is aware that imported
logical or any other technology has to be adapted to the local
Ogical conditions, farmers’ preferences, and their production
“Ms. Also, it has to be sufficiently profitable for the average farm
Sehold to adopt quickly. Improved biological technology forms
One part of the production package; it also includes training in
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technology and resource management, setting up supply lines, supply
of credit on demand, and introduction of marketing options. Given
the rapid speed at which the general economy is changing in the
region, it would be fair to say that AKRSP is aiming at a moving
target. However, using the learning-by-doing approach, AKRSP
realizes that change is a gradual, incremental process. Big and bold
experiments entail great risks and the penalty of failure can be
disastrous. '
In this chapter we will discuss the responses of villagers to various
production packages offered by AKRSP in the last three years. But
first a perspective on the process of change underway in northe
Pakistan is necessary, in order to assess the AKRSP interventions
the VO responses. Perhaps the most important source of change in
region was the completion of KKH in the late 1970s. It has linked
region to the rest of the country and created new opportunities for th
flow of goods and people. With the growth of the service sector due
tourism, migration of workers, and increased participation of
youth in schools, labor is no longer in abundant supply, readily
available for agricultural activities. Farmers have responded to S
situation by reducing their livestock herds and adopting mechanical adopt the new methods and inputs.
methods for the harvest and postharvest operations. The lan ~ Agricultural credit can be a great facilitator of change in resource
augmenting development of the productive infrastructure with assi management. While the formal banking sector in the region has

tance from AKRSP at the village level has been another important a;lly expanded its network in recent years, its lending is focused
factor for visible changes in the local farming systems. y on a small number of individuals who invest in transport,

The region’s organizational, managerial, and financial capacify urism, land and buildings, and trade. A vast majority of the small
for development is likely to benefit from the continuing institutio mers are left out in the cold. AKRSP’s intervention in the last seven
change that is taking place. The evolution of local government ars has made credit accessible to small farmers for agricultural
the VOs, strengthening of the government line agencies, and arrival velopment as it meets their relatively small credit needs. Access to
new financial institutions, development agencies, and projects will ha ‘ dit means new options to improve the allocation of resources and
strong and favorable impact on regional development. These cha ?tw“Y of inputs.
are complemented by increasing investments in the physical ir f f Ao chagges‘ n '.Lhc rcgior}al economy induced by a variety
structure, including link roads, telecommunications, power generatio :lftgrs ! AKRSP. 3 SR 18 10 AS5L lhe_ VOs in building a more
irrigation channels, and commercial and official establishments. 11 ‘thec ve and equitable farm economy with increased sustainability
will act as stimuli for further integration of the region into the nation _ stares"“rce base under varied agroclimatic conditions in northerp
economy, increase the movement of people and goods, and b ring ne\ '-'actin: AKRSP has, therefore, focused on four specific objectives-in
land under cultivation. At the farm level, expansion of irrigated l1af b ;:ltles with the VOs in agriculture, broadly defined to include
and improved accessibility to and from markets are factors affecti E p;o(;ves'tock, and forestry: (1) introduction of improved packages
the current pattern of resource use and the farmer’s assessment Rt uction of crops, including cereals, fruits and vegetables, and
local comparative advantage. New options in resource manage _ products; (2) organization of technical inputs to improve
are also created by the growing availability of technologies and inpu TCe management at the household, village, and valley levels; (3)

that increase the productivity of existing resources and production € slngtlon of results of trials on improved packages through
outputs. Ses, field demonstrations, establishing supply lines for inputs, and

.aborating with government agencies; and (4) promotion of

With tpe increased integration of the region with the national
economy, imports of basic foods—wheat flour, livestock and poultry
products, vegetables and fruits—will continue to grow. The policy of
jmport substitution has to be pursued carefully to avoid misallocation
of scarce resources. AKRSP is aware that local farmers cannot
compete with the grain farmers in the plains, but they can switch from
Jabor-intensive staples to high-value products such as fruits and
vegetables. Similarly, composition of livestock herds and their
;nethods of feeding may have to shift to meet the market demand as
;he acgessibilily to markets increases. However, specialization will not
be uplversal so long as the farmers’ needs for food and fodder
security are not met by the market and the state. The process of
diversification and specialization based on comparative advantage will
be slow. The emphasis in the meantime must be on enhancing the
leYels of productivity in the ongoing activities through adoption of
suitable inputs and packages of technology. New technologies are
reaching the region, and changes in the use of resources due to
market forces are also serving as incentives to farm households to



98 Rural Change in the Third World Adoption of Production Packages and Technologies 99

Farmers suffer considerable losses from incidence of a variety of
pests and diseases. If they are not controlled, the adoption of new
technology becomes problematic. It is also a fact that pest manage-
‘ment can yield positive results only if it is performed sensibly and
regularly. While the government has had a loss prevention facility for
years, it lacks resources to reach the individual farmer. AKRSP
‘decided to reach the farmer through the VO. The loss prevention
~package that evolved in AKRSP had two components: training VO
‘specialists and supply of plant protection kits with easy access to
‘pesticides and insecticides. Training to nominated individuals from
‘the VOs is provided by the regional training centers for three weeks.
Refresher courses are also held to upgrade skills. The training
eemphasizes identification of plant diseases and their control aided by
proper management of chemicals and kits. Initially, AKRSP acted as a
supply line for pesticides, but the VOs are now dependent on private
‘suppliers.

To make the plant protection facilities widely available, AKRSP
a d the government’s Department of Agriculture also pool their
resources. The pooling takes place not only at the training centers,
re the government specialists participate in the training courses,
also in the field, where the government staff, supplies, and logistics
e pooled with AKRSP resources. In 1989 alone, about 36,000 fruit
§ were sprayed in Gilgit district under this arrangement. A study of
e impact of plant protection measures in 1989 showed that the value
' sprayed apples increased by 50 percent and the rate of return on
le spray varied between 16 percent and 23 percent per rupee
ested.! However, the 1989 Impact Study also showed that the
erage of plant protection measures was quite limited in the region:
Only 7 percent households in Gilgit, 19 percent in Chitral, and 4
Percent in Baltistan sprayed their fruit trees.2
- A major reason for the low coverage is the farmer’s perception
adout the value of the fruit saved. Damaged or diseased fruits can be
C f0f animal and human consumption. The absence of orchardlike
duction of fruits and insufficient surplus for the market are othér
Ors. It is also likely that some village specialists are not active or
Poor quality of pesticides. AKRSP is trying to reduce dependence
Chemical control by testing the mechanical and biological
.Od_s. Given the variable performance of plant protection
-'la‘llsts in the VOs, AKRSP has decided to discontinue the
iSion of training facilities and the pest management kit. But it will
ue the collaborative campaigns with the government as they
- Proved to be more effective. Further, AKRSP will provide power
dyers to the VO clusters with active village specialists. This is to

awareness about agricultural sustainability and devising new methods
to reduce the visible threats against it.

As in other high-altitude mountain areas of the world, the farming
systems in northemn Pakistan are complex and highly interdependent,
Acute agroecological variations due to altitude, slope, aspect, and $oil
across short distances are responsible for the observed complexity,
Traditional isolation and dependence on the vagaries of nature have
forced farmers to undertake many interdependent activities 10 meet
their subsistence requirements. Two major examples will illustrate the
problems of interdependence of farm enterprises.

The basic interdependence is between cereals and livestock: (a)
wheat varieties are chosen partly for the grain yield and quality o
straw; (b) corn, barley, and millet are grown after wheat only fo
fodder in some areas; (c) high seed rates in wheat and corn are used t
get the green fodder through thinning and obtain high straw yiel
(d) wheat, barley, and broad beans are variously combined in the diet
for vulnerable animals; (e) free-grazing animals in and around
village are a serious menace to the out-of-season (catch) crops; and
farmyard manure affects the quality of soil and the planting date
wheat in late fall. The second interdependence is between the trees
livestock: (a) trees planted along the field boundaries provide lea
and bark for animals; (b) dried leaves are collected by women in
fall to be used as fodder; (c) poplars are felled in the fodder-sca
areas for use as fodder and firewood; and (d) high pastures
natural forests need protection and rotational grazing for regeneras
tion. '

CROP PROTECTION AND PRODUCTION PACKAGES

Given the complex and highly interdependent nature of
farming systems in northern Pakistan, and given the lack of relev
adaptive research suited to these conditions, the development of
agricultural packages—involving biotechnology for grafting on
local conditions—is necessarily a slow process. AKRSP has, howe
made some progress in the prevention of crop losses, spread of W
technology, production of vegetables and seed potatoes,
plantation of fruit and forest trees. AKRSP responded first to H¥
farmers’ expressed need to reduce the losses caused by diseaseS &
field crops, fruits, and vegetables. It also allowed time for LhE
professionals to study the local farming systems and identit
technology packages and inputs with potential for rapid and wids
spread adoption and impact.
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ensure wider application of plant protection measures, for if the
coverage is not universal these measures will be ineffective and short-
lived.

Wheat is the most important crop in the region, occupying about
39 percent of the crop area in Gilgit, 54 percent in Chitral, and 40
percent in Baltistan. It is also the most important staple in the diet of
rural households. AKRSP has been involved in the development of the
seed-fertilizer packages for wheat in the region in collaboration with
the Pakistan Agricultural Research Council (PARC) and the Interna-
tional Maize and Wheat Improvement Center (CIMMYT). Initially,
informal surveys were undertaken for diagnostic purposes. These
showed that wheat was a dual-purpose crop: grain for the humans and
straw for the livestock. It was discovered that the dominant varieties
were a mixture of traditional seeds, producing long stalks, low output
of grain due to rusts and pests, but a substantial amount of straw.
Some farmers planted the old improved varieties—which probably
came in the late 1970s—which had lost their yield potential due to the
seed mixture and suboptimal use of fertilizer. The challenge for
AKRSP was to identify and test suitable varieties, that is, high biomass
yielders of grain and straw, resistant to pests and diseases, responsive
to fertilizer, and adapted to the varied agroecological zones in
northern Pakistan.

AKRSP began its farm trials with threc main semi-dwarf varieties,
Pak-81, Suneen, and Pirsabak, which perform well only under a good
water and fertilizer regime. Since AKRSP had begun its credit
program and set up the supply line for fertilizer, farmers could receive
fertilizer at their doorstep through the VO. In the 1986 crop seas
the wheat trials showed that Pak-81 had outyielded the local and
improved varieties by a wide margin both in grain and straw. Also,
net benefits per hectare were nearly doubled. With the visible su
of the seed-fertilizer package, demand for the new seed increa
manifold and was met by supplies from local farmers and the Punj
By the end of 1989, AKRSP had distributed thirty seven metric
of improved seed—most of it of Pak-81—in Gilgit district. A s
organized by AKRSP in collaboration with PARC and CIMM
showed that 45 percent of the farmers were using the improved
with fertilizer on about 41 percent of the wheat area. Farme
preferences for various wheat varieties have produced mixed re
63 percent of them liked the new varieties for grain output, but
percent preferred the old seeds for straw yield. The 1989 Imp
Study shows that the use of fertilizer has had a significant impact 0%
wheat yields and produced high net returns per hectare.
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The development of improved wheat technology and its diffusion
have not beg:n_limited to Gilgit district. Efforts are underway to spread
the' new varieties in Chitral and Baltistan by increasing the distribution
of 1mpr0ch seeds. So far AKRSP has made significant impact on the
!ocal fam}mg system by providing the new wheat technology—
incorporating new seeds and making fertilizer accessible—to a large
pumber of small farmers in northern Pakistan. However, farming
improvements on a sustainable basis have to be based on a continuing
process O.f testing and demonstration. This is important as any given
variety w1l.1 degenerate by increased susceptibility to diseases and pests
and by mixture of seed through mismanagement at the farm level
Als'o, from the perspective of food security, it is important that thé
region does not remain dependent on any single variety. Seed trials so
fa}r h?ve shown that Pak-81, Pirsabak-85, and Shagesti are the high-
quldmg varieties. The last (Shagesti) is particularly suited to high
alngudesd. Tl:ie serl:ds of Pirsabak-85 and Shagesti will have to be
produced and multiplied locally, sin -

e o o Pﬁnjabﬁ y ce only the Pak-81 seed can be
4 The other major crop is corn, grown in summer months in the
districts of Gilgit and Chitral, Like wheat, it is a dual-purpose crop:
humans consume the grain and the stalks are fed to animals. Mosi
'fmers grow only the local varieties, which are highly susceptible to
dfseascs. A_KRSP has conducted trials to select the high-yielding and
-dlsease'-rcsmtant varieties. The trials so far have had mixed results: the
Kashrrpr l_Gold variety, suitable for the double cropping zone of Gilgit
;Was distributed to farmers, but did not produce the expected results'
due to tl}e supply of substandard seed; the New Shaheen variety has
done quite _well in Chitral and farmers are planning to expand their
ilrea.fqr this variety. To overcome the problem of selection and
Multiplication of new com varieties, AKRSP has incorporated its com
Mpmvement. program in the “Mountain Seed Development Project.”
Thc. localities at higher altitudes in the region are well suited to the
gféiucnon of seed potato. The government’s Department of Agricul-
s u';md the FAO/UNDP (project) introduced in 1984-85 a mew
- sged which performed well and was highly profitable. As the
Harket for seed potato is in the plains, linkages were developed with a

* Vate company to purchase the certified seed. The company has

Sed thf: VO for contracts with individual farmers. Initially potato
ugtlon was mainly in upper Hunza, but it has spread to other
sﬂ?le high altitude areas. The major problems in expanding the

duction of seed potato are an absence of good information about

downcountry or distant markets and wide price fluctuations. The
€velopment of a well integrated production and procurement system
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that ensures reasonable returns to growers would require greater
collaboration than that currently observed between researchers,
farmers, and commercial and government organizations. Research has
also to be directed at verifying the possibility of storing seed potato
for supplying to the plains (Punjab) in the fall planting season
because at present the supply is limited to meet the spring planting.
All rural households grow vegetables on tiny plots (0.03 to 0.05
hectare) around the homestead. The average household production is
270 kg, almost all of which is used to meet household needs.
Vegetable production is constrained by traditional technology (poor
quality seeds, etc.) and lack of knowledge about the marketing
options. The agroecological conditions in the region are well suited
for producing a variety of vegetables. New marketing possibilities are
opening up with greater accessibility to and the integration of local
markets. There seems to be a definite potential for supplying off-
season vegetables to markets in the Punjab. The improved vegetable

technology will not only help raise the nutritional standards of rural

households but also contribute to their incomes.

Since vegetable production in all villages is the domain of women,
AKRSP has developed an improved technology package to encourage
vegetable production on a semi-commercial basis along with the

training and marketing components. The package includes improved

seeds, tools, and production techniques introduced through on-site
demonstrations and training on the collectively managed plots in the.
village. The basic aim of the package is to increase the productivity of
an important traditional activity—vegetable gardening—through
improved physical inputs and human skills. The collective plots aré
intended to demonstrate the potential increase in production from.
improved inputs. After the introduction of the package women are
encouraged to expand production either on the collective plots, where
the WO members contribute their labor, or on the individually own€ d
parcels of land. The vegetable package is particularly suitable for the
region because it can meet the increasing local demand and even
supply to markets in the plains during summer months, and it can add
to the discretionary income of rural women. _

In the development of the vegetable package the WO/VO

specialists act as catalysts in their respective areas: they impatt

training; and transfer information on varieties and seeds, sced bed

preparation, transplanting techniques, sequential planting of veges
tables, and overall management of the crop. The demonstration plo
play a key role in the extension of new vegetable technologies.
AKRSP field staff assist the WO/VO at critical stages in the crop se
to give on-site training: about 570 women have been trained
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specialists and about 200 plots have been e i i
: stablished in th
are?j. 'I‘p promote tht? cultivation of high-value vegetal?]&mgs?:(;
g;gj ;;?ITKE%SP b_aec;l included in the Mountain Seed Develo’pmem
s 15 also exploring linkages with intermediaries i
local markets to enhance the capaci i g e
. pacity of farmers to make adj
o mgkct signals, thus genera!ing larger profits for the enterprj"ilslfszmem
E tf): present pattern of fruit production has evolved in resporisc to
- (idsuhsmtence nec@s of rural households in the region. All house-
fo ] Ravc some fruit trees scattered around the homestead and on the
ﬁa;;rln.a ndar[fl::g ;]31?1 atﬁlgrowfrn in orchards. With greater market integra-
Hlability of new planting material, opportuniti
emerged to exploit the region’s com i s e
g ) _ parative advantage in produci
%V\lrlz::eitg ggslif::uiltls}.{ 'I‘hedrcglon has the added advantagg of itg seai(gr?sg
hat _ needed is a reorientation of a lar -
existing fruit culture to take advantage of th o i
fruits in the local and distant mark n o R ey
f ets in the plains. So far AKRSP
introduced three packages: im i i o
; : : improved species of fruit t i
g;z;ral;eitz egot(;:rntll]al;d fru;tbonurseries with improved rootsfgfl:' \Zxﬁg
chards. ut 250,000 improved pl '
apples, of various varieties have been distri ey
tributed in the
and nearly 410,000 trees were P o Ihelr
5 . planted by farmers from their o
E:ﬁ:rces. Numerous nurseries have been established for collect:g
P thegsr::ment b)f the WOS/V Os, in which women play a key role; some
nurserics will be managed by the village specialists for'future

glr'ghwatlt_ldand incomes. AKRSP has assisted the VOs in building sixty
. § to act as demonstration units; it has trained several

iﬂdiViduﬂIS male and fem i
g Ll I i
ey emale, in the management of nurseries and

It needs to be stressed that in all of the packages and technologies

related to cro ion i : i
B o p production in northern Pakistan, AKRSP has attempted

. rtadnfhw technologies with great sensitivity to the existing resource
e stock of knowledge of farmers in the region. At the same

time, i i
uﬂbm[’aalrtat!las taken into account the potential for developing new
- ive advantages in the farming system in response to ‘the

: i .

thge nfi 1(iondltions of demanq and market signals. Creation of skills

gricultureaged evel. lo sustain the development of new lines in
and to increase productivity of resources is a major

Compl
Saplementary component of the AKRSP strategy of assistance to the

Os.
However, AKRSP alone cannot establish and sustain a support

Stem i i i
In applied research and extension on a regional basis to meet

€ rapidly changing conditions of the economy.
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LIVESTOCK AND POULTRY PRODUCTION

In the highly integrated regional farming system of northemn
Pakistan, livestock constitutes a very important component and its
economic importance is most likely to grow as household incomes
rise and urbanization expands rapidly. Rural households will increase
their investment in livestock, but the emphasis in investment must shift
from quantity of the stock to its quality. At present, livestock animals
contribute nearly 3 percent of the value of rural assets and 15 percent
of income of the average rural household. They are kept t0 meet the
nutritional requirements of the household, to generate cash from the
sale of surplus, to maintain and build up soils by farmyard manure, to
plough the fields, and to supplement the household income by the
sale of animals themselves.

AKRSP has identified several factors that constrain the develop-

ment of livestock in the region:

« mortality rates are high due to several endemic diseases (e.g.

anthrax, black quarter, foot and mouth, pleuropneumonia, mange,
and newcastle in poultry); free movement of animals from one
area to another has recently spread new diseases, resulting in

increased mortality;

« density of animals is very high in relation to the supply of animal
feed, resulting in free grazing that exacerbates the deficiency of
food: the feed gap is around 26 percent in dry matter, and 48

percent in TDN and crude protein;*

« animals are managed poorly, including inadequate and un-

hygienic sheds and poor feeding practices;

« animals are not bred in any systematic or _planned manner, which

limits their production potential; and

« a high proportion of the demand for animal products, particularly

in Gilgit, is met by relatively cheap imports from the plains.

In view of this assessment, AKRSP has followed a three-pronge@
strategy to improve the productivity of livestock in the region: disease

control, feed improvement, and breed (genetic) improvement.

The first priority of the local farmers was to reduce losses due 10
discases; AKRSP responded initially with a disease-control package:
As in crop production and protection, the approach was simple:

create a cadre of village specialists, trained by AKRSP, who €
identify the disease and apply preventive and curative measures tv
are cost-effective. The VO members are expected to pay the special
for their services, including the cost of medicine and vaccines. AKK
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arranges the supply of material at cost to the specialists through the
VOs.' Smge women normally manage the household poultry, AKRSP
has l_1kew1s§:- trained women specialists for vaccinating the birds and
treating their common ailments. AKRSP provides refresher courses in
the field to upgrade skills, particularly with regard to the vaccination
needs of livestock and poultry. Initially there was resistance to the idea
of payment for services, because the government dispensaries were
supposed to provide such services free of cost. However, a vast major-
ity of farmers now use these services and pay for them to the village
specialists because the so-called “free” services in the public sector
were both unreliable and inadequate. The 1989 Impact Study shows
that :}'0 percent to 80 percent of villagers get their livestock routinely
vaccinated. The impact of the AKRSP vaccination program is also
r.cﬂectcd in significant reductions reported in the mortality rates of
livestock and p_t)ultry.5 AKRSP is strengthening the disease control
program by revising some of its regular and refresher courses and is
planning to demarcate the disease-specific zones in the region.
Inadequate feeds and fodders and wasteful feeding practices have
also been major factors responsible for the poor health and low

productivity of animals. AKRSP has focused on three maj -
‘nents of improved feeding. First, it has encouraged tljlgr \C/'%n;p(tjo
regulate grazing around the village in the fall months after the animals
_:retum from the high altitude and distant pastures. A large number of
:_VOs havc_ established rules and adopted necessary procedures to
fprcvent .ammals from wasting the scarce feed resources so desperately
medcd in the winter months. In fact, VOs have been given the (corn)
;;I_"odd.er seed in Baltistan in return for effective regulation of open
gg-raz-mg. The second activity, first introduced through field demon-
.thns in 1988, involves making silage to provide succulent feed in
winter. The silage trials have been extended to many VOs in Gilgit
- ' .Balnsta:n. .Thcy have been supplemented by urea-treated straw to
“ ain protein in the fodder. With the financial support from OXFAM,

SP is also experimenting with feed mangers to improve the use of

; ce fodder.. Experiments are also underway to introduce cai¢h
Ps as feeds in the village and new species of grasses and legumes in

’ high pastures. A_I_nodcst research program was started in 1990 to
P;g:[e famma:il nutrition, in which PARC will provide the laboratory
or analyzing the nutritive value of various t

feeds suitable for the region. ypes of fodders
s:;l;e breed improvement program of AKRSP—introduction of
o red cows, dairy goats, and purebred bulls—has produced mixed

ts and gengrated considerable internal debate. It has also
ighlighted the difficulties in grafting the new breeds and in making
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new institutional arrangements for their management. The early
experiment in artificial insemination showed that it was expensive and
unsustainable. In 1987-88, AKRSP gave to eight VOs in Gilgit several
crossbred cows and purebred bulls—under the so-called Heifer
Project—for collective management. They were expected to form a
nucleus stock for the propagation of new breeds. However, serious
problems in collective management—requiring complex decision-
making skills and cohesion in the VOs—and requirements of high
cash outlay for feeds were generally not favorable to the viability of
the experiment. The lesson was soon learned and animals were
distributed in the VOs for individual ownership and management. The
initial results of individual management of these animals and their
propagation in the village have been encouraging. The success of
crossbred animals managed on an individual basis to improve the
productivity of livestock will depend upon their feed resources and
health care. AKRSP also started in 1990 a program of selecting and
distributing high-quality animals from the indigenous stock to
improve the local herds and avoid the high risk of failure involved in
adapting the crossbred animals to the local environment. AKRSP
clearly realizes that since the process of improvement in feeds a
breeds is naturally slow, it must be undertaken with great care 2
planning. It has, therefore, experimented so far with various ideas
keeping with its basic philosophy of learning by doing on a smail
scale. -
AKRSP’s poultry package aims at generating new cash income
for rural women and increased protein supply for the househo
Poultry management, like vegetable production, is a traditional activ
for women, but not one aimed at producing for the market. The ra
growth of local demand for poultry products is a new factor
couraging the acceptance of the AKRSP package. It has two ma
components focusing on increased productivity through improv
inputs. The first has to do with disease prevention through vaccina il
for which women specialists have been trained and provided wit
vaccination kits and drugs. The other component is breed impro
ment, It was tried first in 1986-87 as an integrated commercial proj
of broiler production based on orchards and vegetables. It be
quite expensive because of the interruptions in supplying feed
chicks from the plains. Also, the intensive and personal care nee
for the chicks could not be provided through collective manageme
Commercial farms require high technical inputs and monitorl
systems, which were beyond the capacity of the VOs/WOs unless
were at least initially available on a subsidized basis.
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From the experiment on commercial poultry, AKRSP has moved
since 1988 to a home-based poultry package, in which the emphasis is
on introducing scavenging birds that produce three times as many
eggs per year as the indigenous birds. Women have been trained in
winter feeding practices, vaccinations, and marketing of eggs. The
response of women to the package has far exceeded the early expecta-
tions: starting with 15,000 Fayoumi chicks in 1988 for thirty five VOs
in Gilgit, the demand for 1990 was estimated at 50,000 in Gilgit and
Baltistan. AKRSP is closely monitoring the egg production levels and
mortality rates and has started distributing wooden cages to prevent
the poultry from damaging vegetable crops around the homestead.
While the home-based poultry package has been successful, as
reflected by the rising demand in the VOs/WOs, considerable losses

‘occur during the transportation of chicks from the Punjab to Gilgit

town and eventually to the VOs. AKRSP has conducted dialogues with

selected VOs to establish hatcheries—based on kerosene-oil incu-
bators—at the cluster level to produce the chicks locally. Poultry
‘specialists will be trained at the Poultry Research Institute in Islamabad
to manage the cluster hatcheries and supervise the distribution of
‘chicks to the VOs in their areas. AKRSP is currently studying the
fi__;npacf of the poultry package on the household income and con-
‘sumption.

'USE OF APPROPRIATE TECHNOLOGIES BY WOMEN

A major concern of AKRSP from the start of its experiment in
1983 was to find methods and resources to help rural women in

Saving time, reducing the drudgery of work in the household and on

e farm, and creating new skills for higher productivity and income.
ural women in northern Pakistan were faced with an increased
den of work, normally done by children and males, because of the
ref.is.ed opportunities for schooling and male migration to towns
1d cities. AKRSP’s response to reduce the cost of this adjustment. for
‘Omen was to experiment with various forms of appropriate technolo-
_ for domestic and farm use. Most of these technologies were tried
> part _of its Research and Development (R&D) activities designed to
St their lpvels of use and cost of adoption by rural households. Some
hnologies were abandoned at an early stage of experimentation
ause of their high cost and lack of suitability to the economic and

Physical environment in the region. :

- The studies of appropriate technologies have shown that only one
¥Chnology related to the drying and processing of apricots, namely
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the sulphur tent, has been accepted and diffused in the VOs. The
sulphur-dried apricots fetch much hi gher prices than the traditionally
sun-dried apricots, and the process involved in the former saves
considerable time as well. Other technologies, including butter chums,
nut-cracking machines, and spinning wheels, have been found to be
either expensive (though practical) for the individual household or
less effective than the existing methods. One of the major lessons
AKRSP has learned is that collective management of the technologies
tested in the VOs was less practical than expected and hence aban-
doned by women at an early stage. Also, it required a field support
system that AKRSP could not provide at a low cost.

DEVELOPMENT OF SUSTAINABLE FORESTS

Northern Pakistan is a dry mountainous desert, reaching some of
the highest altitudes on the globe and containing the largest number
of glaciers outside the arctic region. In the inhabited areas, a
continental Mediterranean climate is characteristic: there is little
rainfall, although at high altitudes snow feeds the glaciers that form
the main source of irrigation water so vital for crops, pastures, and
forests. The irrigated pastures in the village are complemented by the
communal pastures at around 3,500 meters. The alpine pasture i

home for the herds and herdsmen for around four months each
summer. At altitudes higher and lower than these grazing lands and
mainly on northern aspects, where moisture is conserved, pockets OF

forest with juniper, spruce, pine, fir, and birch are found. Althou

they are currently exploited beyond their sustainable limit, they aré

the major source of timber and firewood.

In the long run, it will be necessary (o coordinate the managem
of natural resources at the valley and watershed levels at which
larger ecosystem functions. A practical approach in the short
would be to develop village forestry, which is fundamental toO
management of the watershed and required for its economic benell!
to rural households. New plantations would provide timber and
reducing the pressure on the natural forest, which is important for

protection of the watershed. Village plantation has the added adv

tage of providing fodder for livestock and can help improve the

structure so necessary for a productive agriculture in the mountains.

The forest cover in northern Pakistan is quite sparse; it has
productivity and is being depleted and degraded by unscrupul
exploitation. Few villages have forestry plantations to meet the D

needs of fuel, fodder, and timber. Demand for all forest products
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oqtstripping supply: timber is imported and firewood
_wmter months is expensive, particularly for householdsn:r?tie?of: l;;ls];
income. The scarcity of irrigated land has forced most farmers to
grow food crops. AKRSP’s support for irrigation channels in the VOs
has helped increase the size of irrigated holdings to accommodate
foreft an'd frulltc plantation in and around the villages
n view of the importance of forest develo m'n i i

the rural economy and sustainability of the I:Cg(;():l fo;énégxgv}:lzg
encouragf:d tree plantations through development of ,land after the
construction of new or improvement of the existing kuhls. The VOs
have themselves mobilized enormous labor for planting irces soon
afu;r the process of land development began in the villages. It is
estimated that since 1988 VOs in the three regions have planted 'nearl
4.5 m11_110n trees. Forest nurseries have been established by severa){
VOs with the help of government’s Department of Forests. Consider-
able th_ough these achievements are, the traditional mcth(')ds of tree
plantanoq and management have serious drawbacks. The failure rate
of plantation can_be as high as 60 percent; tight spacing is not the best
strategy for maximizing the biomass per unit area; and good forestry
management practices are not well known or followed. There is thus
consr'derable scope for systematic teaching and demonstration to yield
sustained and coptinuous production of fodder, firewood, and tim)tr:er

In order to integrate the practice of productive and sustainabl.e

forestry with the development of land in the village and to explore the

possibility of enhancing conservation and de
gzources at _thc watershed level, AKRSP cstabliszihogn;z%eﬁh?s t\]::;ll
- International Ur_non for the Conservation of Nature and Natural
Resources (IUCN) in ‘198?.6 A two-year “Sustainable Pilot Forestry
. Ji:t was initiated in upper Hunza with three main objectives: (1)
by It)h ep\z:,r(gsfxtzg reﬁélc forestry packages su_itablc for implementation
-y - th) to develop and test appropriate training and extension
il ¢ promotion of suitable packages; and (3) to set up
g g 0 screen out potgnual plant material of interest to the
- develo :lixrc]:t alFl off the project was to establish a sound basis-for
- iden é)fo Ol a forestry extension package in AKRSP leading to
B i restry and _large-scalc afforestation in northern Pakistan.
""monstr EFO_]ECI made it clcaf that continuous on-site extension and
. sustaa‘ 101;1 would be requ:red. to Qevelop forestry as an integral
" wftlllafe part of community life. The demonstration village
L ill form an cssenn.al part of the next phase of forestry
. ion in the VOs. They will serve as centers for training, research
k. grant support, so that demonstration of the village’ nursery’
SHorestation, and forest management packages—and eventually thé
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forest utilization packages—become accessible to most villages in the

region.

AKRSP and TUCN have started a five-year “Sustainable Forestry
Program,” beginning with Gilgit in 1990 and followed by Chitral and
Baltistan in 1991. IUCN is providing the funding and technical

¢ management and sustainable

leadership so that natural resourc
1 parts of the village economy. It has three

forestry become integra
major components. The central thrust would be on training and
extension, supported by research and demonstration, leading to
broad-scale afforestation. The basic component of the program,
training and extension, will be built on the diagnostic survey
technique used by AKRSP. It will include participatory village
appraisal, monitoring, and evaluation as part of the terms of
partnership with the VOs. The research and demonstration component
will use the existing nurseries of the Department of Forests. The
broad-scale afforestation will be parallel to forestry demonstrations,
using the existing local practices and mixing with small areas of the

improved forestry packages.

COMMERCIAL AND INDUSTRIAL DEVELOPMENT

were devoted primarily 10

The first four years of AKRSP
llage social organization. To

establishing and strengthening the vi
reinforce the sustainability of the VO as the basic institution for rural
development, it was necessary 10 build the productive capacity of
villagers by introducing production-oriented innovations. AKRSP also
began assisting the VOs in selling the marketable surplus of their
members on a collective basis to increase cash incomes. A logical

extension of the production model of AKRSP was to integrate the
to benefit the rural economy from

demand side in its overall strategy
the rapid growth and change underway in the structure of markets
both in the region and the plains.
AKRSP’s approach was to act as a catalyst in the transition at the
village level from subsistence farming to a sus
commercial economy that is
regional and urbanized economy. The initial strategy
this objective was to generate cash incomes
available surpluses in the village. AKRSP was correc
close coordination between t
marketing. It encouraged the VOs to
marketing ventures. The idea
resources, could reap substantial

tainable and equitable
increasingly integrated into the growing
for promoting
by encouraging the sale of
t in emphasizing
he supply of inputs, production, and
become directly involved in joint
was that farmers, by pooling their
benefits from selling their surpluses-
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The V
co;pagfivaendadéﬁfgiss%(:;ciiea;llegr:)%‘ﬁctl? o ger:jeral e ot
T : on conditi
iy o e s sl i T e i i
5 ing fresh produce to i
g(;;;spglttl}:r: ;slzz:rl;(}mf The m{irket showed that there wegcog:lsstii:iglraﬂg
B et ot rgsh fruits and vegetables. The early strategy was
P i 1tlempha31zed generalized production for import
el I:egmun. Tpe experience of marketing in the elz::')l
sk n;garllg [fj:d the interdependence of several factors: thg
et int::a n;;r(nﬁagg‘;stht:hvolg?c .of marketable surplus; the
ketinT%],eand the importance of ihler?meﬁﬁgxt::: fess of collective mar-
R tlot;ﬁi ]Sj?f)?f Phrough collective marketing increased from less
s -of e in 1985 to Rs.10.3 million in 1989, when th
it cganlclpatmg households was nearly 8,000. bnc of thc
ot l_uglt:Ss wgs the shift from VOs to private channels ig
o and vegetables, particularly to the local markets
lecatie VO(:Sompcments pf_ the AKRSP-supported colleclivé
R lmla}ze _thc treurgmg qf market specialists and short-
e i)la o br eting specialist is typically a village activist—a
sl they'ob %lthe VQ Maqager——who acquires skills through
R on e ]_;d ; 1 e slpcmal.lst is involved in all aspects of produgct
g informaliosa eg,' mcl.udmg the dissemination of technical and
B occusing. arranggr'ne Iif;"uzll?r_l of techno!ogies, standardization in
main;ﬂtenauca o i Imputs, credit and transportation, and
___Traditionally farmers borrow
K. ' cash and commoditi
'prodlglge si};o?;ii[icr'r;q meet their urgent needs and l;fe(f;gmmtcehii
B -th 1§ arrangement leaves the small growers with
R cay o e[r §:1r pr.odluce. The credit terms are usually vague
B e ?Oragle:d, giving substantial latitude to shopkcepersguto
R by o kt eir advantage. Crop prices are also determined
e Fannerspwciflfers and tend to have little relation to market
Bite Frocdom > 0 tl?o‘ access to alternative sources of credit hive
_ Py o eir }_)roduce outside the village. The purpose of
B credit was to enable the farmers to sell thei
ore profitable markets. A study of the collective mae:‘r

The second point was that most VO
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smaller than their borrowings from AKRSP. In the light of this
evidence, AKRSP has changed its policy of interim financing in favor
of the more comprehensive and cost-effective credit program (called
VO banking) discussed in the next chapter.

The commercial development program assisted by AKRSP has so
far been too narrowly focused on collective marketing by the VOs,
Commercial activity in the region is fast expanding and VOs are not
the only actors in the changing environment. AKRSP has, therefore,
decided to expand its search for sustainable means of livelihood by
encouraging all forms of business in the region: individual, cooperative,
and corporate. It will increase its focus on market-driven programs
with particular attention to integrating the local production with larger
markets and to streamlining production and product improvement.
Also, it will encourage viable local enterprises and attract outside
private-sector investment to the region. However, the shift in emphasis
from the narrowly focused sale of products to the provision of broad-
based business advice and market information will not imply insen-
sitivity to the needs of small farmers or producers: the object remains
the protection of their interests in regional and distant markets.

6

Future Challenges: The Transition

INTRODUCTION

Thc basic aim of AKRSP is to help the rural poor in i

institutional framework at the villapge level il'l;m order (tlsv;lr{;%r;%cag
process qf development that is both equitable and sustainable. Its
organizational model rests on participation in the village organization
a8 a necessary condition to maintain equity. Its emphasis on building
_-;capgtal_——st_ressing savings and investment—and skills right from the
.-be.gl_nmng is to make the village organization a sustainable vehicle for
Taising the living standards of the poor and small farmers. The
:_E.twork of village organizations developed in northern Pakistan with
-.f'esfa;]l;pp‘on of AKRSP is al'so expected to function as a conduit for
ed shing many of the social sector services, such as health care and
a]rucatlon, sponsored by private and public agencies. Some of this has
eaQy §tarted to take shape, and AKRSP is playing a major
!_:i?ordmanng role. One of the strengths of the AKRSP model is that it
?'I.- not ba§ed on a blueprint, except for the vision of a self-reliant rural
Community based on the principle of participatory social organiza-
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gl?rtlh The AKRSP approach is evolutionary, in which the specific form
9! the response by AKRSP rests almost entirely on what best suits the

agers to achieve as their ultimate goal.

:I'l_le qommitmem to organize small farmers and to assure their

"Clpation was translated into reality by the formation of VOs and

ith the implementation of PPIs as the beginning of these projects
E process of assessing the development needs has, however, rcveale(i

1€ importance of addressing the issues at four levels:
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1. the household or farm level: by identifying the priorities of small
farmers and implementing appropriate responses either directly
through the VO or through other agencies;

2. the VO level: by institutional development for village functions,
organizational linkages with private and public agencies, direct
technical support, and coordination with specialist agencies for

higher standards of living;

3. the supravillage or valley level: by institutional development,
technical support, and financial assistance for the intervillage
infrastructure, and rehabilitation of the natural resource base; and

4. the regional level: by gradually building the potential for local
institutions and supporting them in expanding their functions, and
by selectively facilitating the flow of resources from other

development programs into the region.

In the formative phase, AKRSP concentrated on promoting the
establishment of participatory VOs through investment in PPISs;
established the VO-based system for savings and credit; developed
managerial and technical skills; experimented with production pack-
ages in agriculture and livestock: and initiated experiments in post-
harvest management. The AKRSP experiment is now entering the
transition phase, in which the emphasis is on moving from:

1. VOs that are supported by AKRSP 1o financially self-reliant VOS
serviced by local institutions and linked increasingly to private

and public sector agencies; and

2. a production-oriented technical approach to one that encourages
specialization and economic diversification at the village and
household levels to take full advantage of economic opportunities;
relates higher income to improved living conditions; and ensures
environmentally sustainable use of natural resources.

The transition is meant for the VOs to acquire self-reliance in
many of the basic activities and services for which AKRSP has acted as
the major provider and supporter in the formative stage. At the samé
time, the role of AKRSP as a support organization has to change with
increasing emphasis on (a) quality control in the development of
human resources and VO banking, and (b) intermediation between the
VOs and other institutions—both formal and informal—involved in

Future Challenges: The Transition 115

ﬂ‘wi bulld.ing_of Physical and social infrastructures. Therefore, co
SE?J ent with its aim of establishing an institutional framework 'at tl];z
;:3 ng:; :;gereilgl?l levels with the capacity for development without
e att" : $P must adopt a strategy for the transition that
fing a}mmg .msmutlonfﬂ maturity; building resources and the
:;18 olur(l;l:;cl'}l':l’] creattl)lilg financial self-reliance; and developing human
. The problems of the transition are no le i
§S seriou
t1:‘;c1)-grrlrylz:lt;gcfartmore '(I:%mplcx, than those the AKRSP had to f:'c:l}: ;r:
stage. There is no consensus so f
A ar about the
;Esiléil;tll%r;all :n;uaf:tll:rﬁ I.Itflat the Xf(()l: should develop at the regionalclﬁg
i her, to SP, and to other instituti
) on
igfézga 'gle somewhat ad hoc experiment of VO clusterisn(g)fltlgz
¢ complex and dynamic social setting at the village and

regional levels in which 2
groups. ich AKRSP and VOs are just two of several

INSTITUTIONAL MATURITY

One of the basic achievem
: : ents of the AKRSP experiment i
g?;tal;f;;t_}’aknstan is the_lt t{le rural people are convinced ptiat villta;;
desirablel(::l daswan kmglutl:tl;n for participatory development is both
orkable.! The challenge in th ition i
them develop the VO as a fi ili e i
! ormal, resilient, and long-standing insti-
;gt;gr;l ciigngiozi;l l'mgtfimakitr'l%h diverse activities. A Ifasic testgolfni:lle
: ization of the VO would be its capacit
ztt};l::tg:ft s%ggds and act ai a vehicle for dealing withpgovgr:l{:nl::tn :ﬁg
i agencies. AKRSP hopes to meet this chall
- - - . n
emphasizing the following in its strategy for institutional matu?'iti? ¥

1. . . .

_ 'll)‘;lsee ‘;ulllagtla or{giaglzatlon sustains and renews itself as a broad
ocal and democratic institution with !
toward self-reliance. The i e kg

; clustering of VOs i initi
g e S is an initial response to
opment of a genuine local in -the
e ! govermnment in -the

¢ys to manage and develop collective goods and resources.

A - .
ﬂuﬁiﬁgrﬁ;cgiz 1t[sh mfgrllag;lrlal and financial responsibilities by
wth of local institutions and facilitatin
( : acc
gf_ht;ﬁ agencies t_‘or infrastructure, inputs, and credit. It cgmph::isze&;
ganizational linkages with development agencies and institutions

o enhance the region’
Y § access to financi :
skills, and technical knowledge. Glal ressurces, indnags il
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To hasten the process of institutional maturity, AKRSP and the
VOs have so far experimented in at least four directions. First, VOg.
have been allowed to split in response to local needs and common
interests. Second, the practice of collective production and
management has been abandoned in all goods and services that can
best be owned and managed privately. These policies are direct results
of the flexible learning-by-doing approach on which the AKRSP
model was based. Third, the experiment on VO clusters—organized to
strengthen the expanding activities of VOs as the basic unit of
decision making—is being reviewed in the light of its effects on the
future viability of the VOs themselves. Finally, AKRSP has initiated
the development of strong organizational linkages of the VOs with
other public and private sector agencies for regional development to
take advantage of the macroeconomic changes underway in northemn
Pakistan.

The Partitioning of VOs
The splitting of existing VOs into new ones has been the major

source of increased numbers of VOs formed in the Gilgit region in
the last three years. The same pattern may develop in the program

regions of Baltistan and Chitral. The division of VOs reflects a healthy

process of adjustment and consolidation, although it was initially

treated with skepticism and even alarm. The motivation underlying
renegotiations for new VOs is clearly not the second PPI project,

because the original terms of partnership with AKRSP excluded a
second grant for PPI. This would be an untenable basis for the

division of the VO. An equally unsustainable ground for the division

may be initiated by conflicts of interest among the village activists.
The fact is that a very small (almost negligible) proportion of the VO
division was engineered through conflict and discord in the member-

ship. Divisions of VOs for this reason have been prevented largely by

the timely intervention of the SOs. The dim prospects of survival after
fragmentation due to conflict were another major deterrent. i

The VO divisions are a reflection of the fact that participatory:

management of collective goods is difficult when the size of the group
exceeds a certain number; for example fifty. Some of the original

VOs consisted of eighty- to 100-member households. The baS_iG-
argument here is that the VO has to find an operational scale that itS'

members can manage with reasonable cohesion. The division also
reflects the fact that not all villagers have the same resources or equal
access to resources. For example, the existence of traditional rights 10
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use the high pastures and forests, which were based on institutions that
predate the feudal period, means that not all villagers have access to

the same pastures and forests. Thus divisions exist along the very old

tribal or clan lines, and some of the splits in VOs reflect these

divisions. Further, some villages are located on different though

adjacent pieces of land—some separated vertically and others
laterally—and this separation affects the working relationship between
wvarious groups. Thus the division of some VOs seems a reasonable
outcome, consistent with the broadening of the function of these
groups as an effective institution for the collective management of
common property.

While the division of VOs itself is an indicator of the process of
adjustment and maturity, it is not clear what the dynamics of
movements in and out of village organizations are. A small number of
VOs havc_: experienced decline in membership and stagnating savings
after the initial enthusiasm associated with the implementation of PPI.
The efforts of AKRSP in identifying these VOs and seeking explana-
tions for their predicament have so far yielded no positive results. A
number of factors can trigger the decline of a VO, of which the
Symptoms could also differ. The challenge for AKRSP professionals
15 to detect the early signs and adopt effective measures to arrest the
decline or restore the VO. A major outcome of the second evaluation
by the W_()rld Bank in 1989 is that a monitoring device based on
diverse criteria of viability has been developed, though not tested as
yet, to classify the VOs with regard to their capacity and development.

An area of concern for AKRSP was the consistent failure of
Projects involving collective management of production. Production
projects based on collective management—sponsored by AKRSP and
managed by the VOs—have met with little or no success. The
exPcrlmepts in collective ownership and management of the poultry
units, Heifer project, and appropriate technology packages (including
tractors and related equipment) were major failures, initially appealing
though. they were for ideological or social reasons. The major reason
for their failure was not simply that there was a “free rider” problem.
In. fact, the }/Os lacked the appropriate managerial and technical skills
With a paucity of key inputs. The VOs were not adequately equipped
0 cope with the operational requirements of the projects. While the

financial cost of these experiments was not high, their effect on the

VO tended to be divisive if not altogether destructive. The shift from
Collective to individual management in the case of poultry and
livestock has already yielded positive results. The walled gardens—
Orchards and nurseries—managed collectively by women are perhaps

an exception to the rule of failure of collective management in
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production. The reason for their success is that they are not purely a
production program: they work as a demonstration unit, provide
training, produce seed, serve as a place for social interactions, and
yield a consumable surplus. In its future strategy for institutional
maturity, AKRSP has decided to abandon the idea of production
through collective ownership and management of resources because
of its ill effects on the viability and growth of village organizations.

The Clustering of VOs

Perhaps no other issue has generated as much debate in the AKF
network, and indeed inside AKRSP, as the experiment of VO clusters
as a possible supravillage institution to facilitate the institutional
maturity of the VOs at the regional level. We propose to explain first
the basis on which the experiment was started in 1989 and then

highlight some of the problems encountered in developing the VO

clusters as a viable institutional arrangement. In this, as in other
experiments, AKRSP professionals have realized the need to follow
the learning-by-doing approach and avoid falling into the trap of a

living or defunct dogma about the ideal institutional structure above

the VO level.

The clustering of VOs as a pragmatic arrangement was initially
encouraged by AKRSP in view of the high cost of specific activities
that the individual VOs were performing, such as supply of inputs and
marketing of produce, or that the VOs were unable to do themselves,.

such as servicing and maintaining the infrastructure and production
resources shared by several villages. The development of clusters was
also an outgrowth of the splitting of VOs and of the general trend.
toward smaller VOs among the new groups. The VO clusters were
assumed to possess other advantages besides economies of scale. For
instance, they could act as a supravillage institution for (a) pooling

resources to establish physical and social infrastructures beyond

capacity of the individual VO, (b) providing specialists as traincrs( [0
d)

develop skills in the VOs, (c) mediating in the inter-VO disputes,
negotiating with the government and other agencies about the use
common resources and provision of the social sector services, and

motivating laggard VOs through demonstration, in which the success=

ful VOs would serve as role models. )

From the point of view of institutional maturity, and in keeping
with the priorities of AKRSP, the VO cluster was first considered as @
viable form of supravillage organization, but with a clear und

standing in practice that the cluster would not represent the Generat
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Body of the VO but be accountable to them. The cluster would act as
a unit of development administration but not as a level of decision
making, which must stay at the VO level. The primacy of the VO in
making the decisions was to be kept in tact. The principle of account-
ability of the cluster to VOs was reinforced by the observed tendency
of cluster supervisors and committees to act on behalf of the VOs on
matters for which the liability was limited to the individual VO. The
cluster could act effectively as a supravillage institution only as long
as it was accountable to the VO membership.

This organizational structure, with specialists trained at the VO and
cluster levels and paid for their services by the members, was expected
to form the core on which all other programs of AKRSP would be
based. The purpose of training the cluster specialists was to transfer
the training of VO specialists from AKRSP to the clusters. The plan
for intensive and prolonged training by AKRSP for the cluster
specialists was to provide technical support to VO specialists and
create a pool of trainers and extension agents for the VOs. The
challenge here was to transfer to the valley supervisors and cluster
specialists the routinized functions of SOs and to deploy the SOs for
motivational activities into those areas where the program was

expanding. As the valley supervisors begin to coordinate the work of

large number of VOs, the SO’s role in stimulating institutional
development would devolve increasingly to them. The role of the SO

as intermediary would also change as VOs demonstrate their

independence and begin interacting with other agencies through VO
clusters as the supravillage institution. The implications for AKRSP

‘Wwere that at the cluster level adequate capacity would be created for
AKRSP to function as a support system for the VOs. The Social

Organization Units (SOUs) will have to intensify their assistance to

5_¢lustqr§ and VOs in improving their planning and management
Capacities and facilitating the formation of linkages to other agencies

that can provide services to these organizations.
A major advantage of clustering would be to plan for and develop

PPIs for which the individual VOs did not have the capacity and*
;_!'em_urccs. The attempts to pool resources for PPIs with the Local
(Union) Councils—the lowest tier of elected representatives—have not
??Cen successful. Some of the reasons have to do with the radically
_lﬂifferent approaches followed by AKRSP and the Councils. A specific
Obstacle that arises in the case of PPIs is that the Local Council funds
are allocated by the government on a grant-sharing formula and not

9N the basis of project requirements. Another obstacle is the utility of
0cal Council funds to the elected members for distributing patron-
© and getting all the credit for implementation of the project. It is a
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fact that the lack of physical infrastructure above the VO level hag
been a major constraint to rural development in northern Pakistan,
AKRSP could assist, but not necessarily on a grant basis, the VQ
clusters in building the new supravillage PPIs. The construction of
PPIs at the cluster level, funded mainly by the VOs, were expected to
reinforce and even multiply the potential benefits of the established
PPIs at the village level. '

As the supravillage institutions evolve, new needs are also bei
identified for the management of common property resources a
planning for zoning and area development. These include the need
for supravillage PPIs, such as roads for opening and joining the
valleys, large irrigation schemes to provide water to a number of
villages; repair and maintenance facilities for farm machinery located =
sufficiently close to farmers in isolated conditions; need for hea
construction machinery (e.g., bulldozers, compressors and drills) a
vital component in speedy and efficient construction on a large sca
and the demand for cold storage and processing plants as volumes
the marketable surplus grow. One of the major challenges for AKR
is to play a leading role in design, construction, and monitoring
these facilities. The modalities of its assistance to the private or pub
sectors will have to be worked out in the next few years. There
heated debates within AKRSP on such issues as the ownership of
assets, on the role of and relationship to the government in buildi
and maintaining the supravillage infrastructure, and on whether or
subsidies are required to promote investment in these facilities.
answer these questions, AKRSP is in the process of evolving &
conceptual framework. Depending on the outcome of discussions
within AKRSP and with other agencies, AKRSP can make meani
offers in two areas, both of which could promote new models
interagency collaboration. If these models accomplish their objectiV
they will contribute to greater institutional maturity of the VOs,
linking them with the government and Local Councils and, in one
instance, by encouraging the development of clusters.

The first area of institutional development through PPIs is
construction of supravillage physical infrastructures. The AKR
offer would recognize the statutory role of the District Council—
second tier of elected representatives above the Local (Uni
Council—in maintaining the completed projects. If the Dist
Council is willing to accept the responsibility for maintenance, AKK
would offer to contribute part or all of the cost of these projects
grant; it would also provide technical support services, if requested',
complement those of the Department of Local Bodies and Ri
Development (LB&RD). This offer would be subject to the conditiC
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that the }/0 cluster identify and implement the project, including
construction.

The second area of collaboration is in the context of the Rural
Water Supply and Sanitation (RWSS) project for the Northern Areas
(including the Gilgit and Baltistan regions) being sponsored by a
consortium of donors led by the World Bank. The donors and the
government have agreed that the maintenance of the village water
supply projects should be done by the beneficiary communities.
AKBSP has suggested that the Local (Union) Councils were not
equipped to do this; only VOs can perform this function effectively at
the village (neighborhood) level. AKRSP has proposed to the
government that the VO should be accepted as the implementation
unit apd LB&RD would act as the executing agency. LB&RD would
enter into partnership on specific terms with the VOs for the project.
Donors would provide the project budget to LB&RD to procure the
necessary technical support services, including training of staff.
kﬁ%g}? would have the option to purchase these services from

Theszls two initiatives will have to be observed carefully with a view
to assessing their impact on the VOs, clusters, and their relationships
with o.ther agencies. Only after a careful assessment will it be possible
to decide whether AKRSP can generalize from this approach to other
Interagency collaborative ventures to strengthen the role of VOs and
clusters as the mediating institutions for rural development.

'I_‘wo other types of supravillage infrastructure projects being
considered would be those involving the traditional common property
regimes for natural resources and those smaller projects that have no
traditional antecedents as common property. We will discuss in a later

Section the supravillage projects related to the use and development of
;-_!‘?tural resources (e.g., pastures and forests) for cooperation between
Os whose members have the recognized rights over these resources.

:;l;e St;cond'category o_f supravillage projects involves activities that
s nelth_ef in the purview of the Local Councils nor associated with
Hi€ traditional common property regimes, namely, hydroelectrié

*fg(\iver generation, storage, and processing. AKRSP’s own experience
-i Numerous examples from other settings suggest extreme caution
0 adopting a management system based on collective ownership.

AKRSP may, therefore, undertake a few small projects to test the idea

--f Management by the mature and well developed VO clusters and in

‘the

mreantime look for the viable private sector alternatives.
“{e pave: SO fal_' described the expectations, and some of the plans
limited experience, about the role of VO clusters since their

*hergence in 1989. It is much too soon to be definitive about their
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future role in what appears to be a dynamic and complex social
setting in which actors other than AKRSP and the VOs are playing an
active role in the development process. Indeed, as recent assessments
have indicated, the future of VO clusters is not as clear or optimistic
now as it seemed when they were initiated.2 There are two basic
reasons for skepticism. First, some of the initially percewed_—:even ]
persuasively argued—advantages of clustering have not matenathd, .
hence the evidence of stagnant demand for VO clusters. The bonding
process probably underestimated the fragility qf \_’Os r.hcrnselv_es. The
second, and perhaps a more important, reason is linked to the issue 9t‘
establishing a sustainable institutional arrangemcnt—.r_ecogmged in
law and accepted in practice—for VOs in the transition period in
which AKRSP changes the structure of its present support system. In
view of the evident weaknesses of the clustering experiment, and given
the other and possibly better alternatives to meet the supn:avﬂlage
needs of VOs, the VO clusters may remain and act at best as informal
arrangements.

The Future of WOs

We have so far focused on transitional strategies for the instiu.’l-_-:
tional maturity of the VO. The challenge with regard to Women S
Organizations (WOs) is far more daunting becaus.le AKRSP has only-
limited learning experience in dealing with the difficult problems qf-
creating effective programs for women in traditional and segrqgatt:d'_
societies. In the last three years, AKRSP tested the concept of incor-
porating women into the VO as direct partif:ipgnts in making
general development decision making and activities. How_evcr, th
was limited progress in bringing men and women logetl;er in the Jo
forum. Instead there was a steady growth in the formation of separa
WOs, and in older WOs an awareness was developing that collective
action through organization contributes to an enhanced status fo
women. If income generation or training for skills were the limit of
the women’s program, these aims could have been achieved throu
the VOs alone. But if the larger aims of social organization, foste
local activists, and development of managerial and leadersh.lp capa
ties are to be met, it seems that some form of separate orgamzagon fi
women should be pursued where appropriate. Tl}e collective voice ant
opinions in the WO are more likely to make an impact on decisions
the village level than are individual women addressing the VO.

It should be stressed that WOs are a means to develop the capacit]
of women, and have been developed on a responsive rather than «
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proactive (target-led) basis. In some cases, women are already
involved through VOs. The major reason for this has been the success
of packages developed especially for women in the production of
vegetables and poultry products, which are showing real gains in
income and nutrition. The tree-nursery and some of the appropriate
technology packages have also shown considerable promise. Just as
the PPIs served as incentives for the formation of VOs, the women'’s
packages are acting as incentives for women’s participation in the
development process. The direct income potential of the packages
also provides an entry point for introducing collective forms of
production and marketing, and gives a sense of purpose to WO
meetings and activities. Finally, AKRSP now has a number of
effective, local women coordinators in each region and has made
good progress in developing training programs that are appropriate
for and attractive to women. The result is that in a number of villages,
women are showing greater initiative and management capacity than
men. The WOs have also been used to deliver the primary health care
program of the Aga Khan Health Services.

The AKRSP strategy in the transition to institutional maturity of
WOs will focus on the use of successful technical packages and links
to the social sector services to expand the involvement of women, and
to increase the skills and leadership abilities of women. In the sphere
of income generation, much work is required to refine the successful
technical packages, particularly to integrate a marketing component as
volumes for sale grow. The technical sections of AKRSP, with assis-
tance from outside consultants, will continue to develop and test new
Packages that are appropriate to the status and role of women in
northern Pakistan. Of particular importance are the family enterprise
Packages that build on the successful experiments in home-based
Poultry and vegetable production. Similar household packages for
livestock management, and fruit and forest trees in the homestead, are
being tested. These packages would build on women’s traditional
activities, with a view to increasing productivity in an integrated and
Systematic fashion. In addition to these income-generating activitie§,
the WOs would play a more active role through linkages with
government agencies, NGOs, and donors in providing the social sector

Services, particularly in the areas of health care, sanitation, and

Children’s education.

_ The active, integrated involvement of women in the development
Process is an imperative for institutional maturity of the AKRSP
®Xperiment. Thus effective links between WOs and VOs are necessary,

While preserving and increasing the role of women in decision making
4l the village level. The VO should serve as a facilitator for the WO as
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the cluster serves the VO. Both VOs and clusters would benefit the
women’s program by facilitating the supply of inputs, storage, and
marketing. To strengthen the women’s program, AKR_SP must face
the problem of trained field staff and develop systematic training for
women. The (female) Field Coordinators (Fps) play a dual .role as
technical specialists and social organizers. It is not clear at this stage
whether the development of clusters and the emergence of the cluster
functionaries will substitute for the dual role played by th-e FCs. The
seclusion of women in most communities in northern Pakistan means
that only female staff will have access to village women f01: communi-
cation purposes. AKRSP will experiment with the recruitment and
training of women cluster specialists to take over some of the respon-

sibilities of the FCs. One of the immediate challenges for AKRSP is to

maintain adequate female field staff and more importantly concen-
trate on training programs at three levels:

« the village-level training to women in skills related to production

packages and management of collective activities;

« the SOU-level training for field workers in extension and manage-

ment skills; and

« the regional-level training for supervisory staff in technical skills

for production packages, management, and monitoring.

The long-term outlook for women’s role aqd participation in_
development process is quite optimistic ’{or two important reasons:
spread of VOs and WOs as genuine vg:l:ucles for development an?he
rapid growth of educational opportunitics f_or fcma_les. Both of
processes should bring about increasing integration of n}ales !
females as equal partners in the struggle for improved quality of
and the environment.

ORGANIZATIONAL LINKAGES

A major strategy of AKRSP as a support ‘organization _is to e
the VOs develop linkages with government and other agencies sO W

they are integrated into the existing network of institutions fi

delivery of inputs and services that are being provided either d_l :
by or through AKRSP in the transition stage. AKRSP star:tcd Wll .
premise that there was an institutional vacuum at the }rluage ei
reflected in the poor state of the physical infrastructure in the reg ¢
In pursuing the path of institutional development, AKRSP has

confronted with a continuing dilemma: institutions cannot be d
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oped and sustained without project inputs, and most inputs are, at least
in theory, the domain of existing agencies that have their own institu-
tional arrangements. For the VOs to thrive as viable institutions they
must begin obtaining inputs from other agencies, which, in turn, have
to recognize the value of working through this network of community
institutions. The potential for sustainability of the VOs can be en-
hanced by shifting the emphasis in AKRSP from providing inputs to
controlling the quality of services and acting as an intermediary
between the VOs and other institutions.

AKRSP’s general strategy has been to develop and demonstrate
the institutional innovations that AKRSP and VOs have found useful,
and to facilitate access to the VOs by interested agencies and
entrepreneurs. But this strategy has not been free of problems. The
crux of the problem lies in the difference between two cultures of
development administration: the culture of participation versus the
culture of prescription. The latter culture—whether bureaucratic
(managerial) or political (representational)—is characterized by
expectations, norms of behavior, and working rules that are contrary
to those of the culture of participation. Participation represents an
open and transparent process; prescription represents organizational
closed shops. For there to be meaningful linkages between the AKRSP
(or VOs) and other agencies, what is needed is a process of bureau-
cratic reorientation to encourage more open dialogues. This presumes
internalization of a different set of norms and rules—a behavioral and
organizational change—by representatives of the agencies that are
expected to assist and service the VOs.

The primary institutional mandate of AKRSP was to develop
organizations to service the local people and to encourage the
internalization of norms of organizational behavior, appropriate to
those functions of the new organizations and the economy, among
villagers who manage these organizations (the VOs). At the same time,
the VOs had to be strengthened by developing formal linkages to the
Private sector and government agencies. AKRSP has taken into
account three major considerations in developing the interagenly

collaboration:

1. that an NGO such as AKRSP will not have the staff, resources, and

Statutory authority to meet all of the demands that villagers will
make upon it, hence the imperative for AKRSP to function as a

catalyst—a facilitator—for interaction between the VOs and other
agencies;
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2. that the institutional linkages between VOs, AKRSP, and other
agencies will not be meaningful and lasting unless there are
adequate incentives (bureaucratic and financial) for collaboration;

3. that the basis for interagency collaboration has to be the willing-
ness of all parties to test and develop the idea that the VO acts as
the contractor for rural development.

AKRSP has depended, to varying degrees, on three basic
mechanisms for establishing links with other agencies: informal
contacts based on personal relations, formal coordinating mechanisms,
and resource-sharing arrangements. The personal (informal) contacts
helped ease some of the early apprehensions among established
organizations, particularly in the public sector. They have also created
opportunities for ad hoc institutional collaboration and a few models
of interagency resource-sharing. Attempts at establishing formal
mechanisms to coordinate activities with the public sector (govern-
ment) have not been entirely fruitful, except for a resource-sharing
arrangement on a limited basis with the Department of Agriculture. A
practical model of collaboration with the government has, however, -
evolved with three basic components: (a) the VO is the implemen-
tation agency at the village level, (b) government provides skilled
manpower, available supplies, and physical facilities, and (¢) AKRSP
provides the necessary operational resources that the government
agencies do not usually wish to allocate, such as vehicles, POL, n'avell
allowances, and honoraria.

In the transitional phase, AKRSP has to work actively to creaté
additional linkages with:

- government agencies, by generalizing selectively from the existing
operational model to create other resource-sharing arrangements,
particularly in the sector of physical infrastructure in whi(_;h the
government and Local Councils have a substantial and continuing
presence;

- private sector, for establishing supply lines for inputs and mal‘f--
keting channels; and )

« other NGOs—including the Aga Khan Foundation network—for
social sector (health and education) services and activities. '

The challenge now is to get the VO accepted as the main vehicle:
and contractor for building the physical and social infrastn:uctu
whether sponsored by the public sector (government agencies 2
parastatals) or by NGOs. One of the conditions for acceptance of
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new status of VOs would be that they are independent, with adequate
technical and managerial capacity. The experiments underway in the
formation of clusters and VO banking in a number of VOs should
serve as the crucial building blocks for the full maturity and eventual
independence of VOs.

BUILDING NATURAL RESOURCES AND THE ENVIRONMENT

A basic goal of organizing small and poor farmers was to assist
them in increasing their standards of living and quality of life by
improved management of their resources, including regeneration of
natural resources (pastures and forests) and conservation of the
environment that sustains their resource base. The emphasis has,
therefore, to be on both productivity and sustainability. The practical
task before AKRSP is to continue the flow of income-generating
technical packages appropriate to the needs of the region. At the
conceptual level, production packages have to be developed according
to the dynamic notion of comparative advantage and designed as
integrated approaches to the use of resources. At the operational level,
the assessment of comparative advantage has to be translated into
specific technical packages for the individual rural household, the
village/valley, and the regional economy. The framework for future
action has three aspects: managerial, analytical, and technical.

The AKRSP’s management framework would apply to the plan-
ning and implementation of specific activities. AKRSP has reached a
stage in which developing the production potential in northern Pak-
istan would have to include the following key elements:

* identification and understanding of location-specific comparative
advantage through formal and informal diagnostic techniques and

surveys;
* development of suitable technology, including its testing and
refinement; oo

* diffusion of technology through demonstration, backed by supply
lines, credit, and training; and

* assessment of consumption requirements, including subsistence
and marketable surplus, and formulation of marketing plans.

The analytical framework would be based on the idea of location-
Specific comparative advantage, which would depend on (a) an
available combination of resources, (b) the subsistence needs of rural
households, (c) accessibility to markets for obtaining inputs and
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selling outputs, and (d) a mix of ecological facto_rs such as altitude,
slope, aspect, and water regime, which may all sig_mﬁcantly vary over a
very small area. The analysis of long-term regional trends is a key
element in determining the dynamic comparative advantage, to be
supplemented by location and commodity-speqiﬁc analy_ses. A_KRS-P
has already completed a variety of multidisciplinary studies which, in
combination with secondary data, can be used to initiate systematic
zoning for setting priorities, and comprehensive and vertically
integrated plans for establishing priorities for the development of
resources and production of commodities.

Based on its present assessment of the potential long-term
comparative advantage, AKRSP has to work in a technical fran_lework
that continues to exploit the integrated resource use, while yielding
higher levels of production for both the subsistence and marketing
needs of rural households. This framework is based on the recogni-
tion of dichotomies within the household and collective decisions and
between subsistence and commercial agricultures. Traditionally the
range of production and consumption opportunities in northern
Pakistan was dominated by subsistence needs and limited by altitude
and similar ecological factors. These constraints produced mixed and
highly integrated farming systems in each village, with a high degree
of similarity across villages at a given altitude. Howevgr, over time,
rapid population growth, migration of labor, differential access to
markets, new technology, and physical infrastructure have resulted in
a growing differentiation in the use of resources among villages and
among individual households in the same village. In the I?resent
situation, technical approaches must be developed for the subsistence
and commercial farms (households). In both cases, high-value and
laborsaving production opportunities are needed to increase fm-:l
income, given the rising cost of labor in the region. In the context of
subsistence farming, this might imply a family-enterprise package of
vegetable and fruit gardening, multipurpose farm forestry, apd im-
proved livestock and poultry production together with disease-
resistant and high-yielding cereals appropriate to each agroecqloglcal;
zone. For commercial farming, a wide range of possibilities f T
specialization exists, including dairy and poultry farming near the
major population centers; meat production near the alpine pastuwﬁ
vegetable and potato seed production at high altitudes; and dry fruit
marketing from remote locations. A

Additional opportunities for exploiting the comparative advantage
exist at the VO and cluster levels. Some of the major resources
collectively managed in varying degrees such as irrigation water in
kuhls, newly developed land due to irrigation channels, the alpine
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winter pastures, and natural forests. All these resources are present in
what is traditionally acknowledged as the territory of a village or
group of villages. AKRSP has encouraged the VOs and clusters to
devise improved collective management systems for natural resources.
Slowly the VOs have begun to understand and adopt improvements
such as pasture rotation, social fencing, and use of paid specialists for
traditional and new activities like irrigation, fruit nurseries, and
forestry extension. While tentatively practical ideas for the villagers
are beginning to emerge, particularly for fodder and forests on new
land, most research is still not at a stage where it could lead to practical
recommendations for the VOs. The R&D efforts underway in pasture
development, irrigation agronomy, and forestry will have to be
enhanced and reinforced in the transitional stage. The future direction
of AKRSP efforts must include the development of well-tested
advisory packages for diffusion and perhaps supporting arrangements
for credit, training, and marketing.

The emphasis on territorial development, including resource
planning and management at the VO and cluster levels, must include
efforts to regenerate the depleting resource base and maintain the
stability of the fragile environment in the high mountain valleys.
From a practical point of view, AKRSP has to pursue an integrated
approach to the region’s resource base and the environment. The
efforts of AKRSP in assisting the VOs to develop new land after
irrigation with fodder and tree crops serve well the objectives of
productivity and sustainability: they increase incomes and reduce
pressure on the diminishing upland pastures and forests. At the same
time, AKRSP, in collaboration with IUCN, has undertaken a major
Project to regenerate some forests and pastures at high altitudes that is
expected to demonstrate to the VOs methods by which they can
increase the resource base and protect the environment. A major
f:hallcnge for AKRSP is, however, constantly posed in promoting
Inputs and methods for higher crop yields that may have an adverse
impact on the environment and human health. Increased dependence
on chemicals as pesticides and fertilizers for higher productivity must
be balanced by the long-term need to protect human health and the
environment and to maintain a sustainable resource base. In this area,
AKRSP will have to forge strong links with other research and
€xtension agencies, including external consultants and institutions.
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THE VO BANKING EXPERIMENT: RURAL BANKS?

We have already explained at some length in Chapter 4 that the
banking experiment started in late 1989 by a number of VOs with
assistance from AKRSP. It is perhaps the boldest first step for the VOs
toward institutional maturity and autonomy. It may 'also_ be the
foundation stone for a viable rural banking system operating in a.fcw
years in northern Pakistan. Since the aim, at least in the short run, is to
shift the major responsibility for credit and loans from A.KRS‘P to the
VOs, the challenge in the transition is to establish ﬁnanma'l discipline
through close supervision and monitoring of the VO banking system.
Once this has been achieved, the stage would be set to for{n a financial
(apex) institution to manage and recycle th_e VO savings supple-
mented by external grants for development investment o r_neet‘the-.
long-term credit needs of the region. The successful institutionaliza-.
tion of the banking experiment will be the means to meet the foq__n'
major objectives that AKRSP was established to acl}leve in its experi-.
ment on rural development: productivity, equitability, sustainability,
and replicability. 3

While the response to the idea of VO banking ha§ been quite
positive and has spread rapidly, the early impressions of tl_'l_e_;
experiment indicate clearly its fragile nature. One of the mos.t;_:j
important prerequisites for success is that the SOs and V_O manageﬁf
understand the basic principles and practical implications qf the
banking system. A major psychological barrier to overcome in the
first stage is the idea that a positive real interest rate implying zcra
subsidy has to be charged, because cheap credit is harmful to thf: user
and does not expand the capital base for future investments in the
local economy. In several underdeveloped countric_:s, there lS.OV?:
whelming evidence of the harmful effects of subsidized credit, 1=
cluding the low saving rate, misallocation of resources and inputs, 2
maldistribution of credit often unavailable to the weak an_d poor. O
of the major aims of the VO banking experiment is to improve
saving rate and reinvest the capital (savings) in the local economy Wil
a positive (multiplier) impact on rural incomes. .

The apparently high nominal rates of 20 percent to 24 percent 4
not too difficult to understand. For one thing, the actual charge to
borrower as a member of the VO is about one-half of the noml‘nal '
because of the distributed profit in proportion to the member’s §
in the VO savings. The other fact, often not taken into account, 18
most small and poor farmers already pay these (and even higher) ra
for loans they acquire from local shopkeepers or moneyl_end:exs..
substantially lower nominal rate on credit from the institutio
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sources is of no relevance to them because they have no access to that
credit. Finally, in most communities (villages), the returns to
investment are high enough to make it worthwhile to borrow at annual
rates of 20 to 24 percent. The fact, however, is that the psychological
barrier to charging these seemingly high interest rates on loans is
quite real, and can only be broken if the SOs and VO Managers really
understand these implications. The earlier they understand, the better
for the banking experiment. But the job does not end there.

In practical terms, financial discipline has to be imposed on VO
management, for which training and guidance for both SOs and VO
managers would be absolutely essential. In fact, the role of the SO
must shift from the routinized functions to supervision and guidance
for the banking activities. The SO’s role as a catalyst must change
from a preacher/policeman to a business/investment agent for the VO
and its members. This role transformation is still evidently lacking and
its adverse effects are visible in the field.? Similarly, the VO Managers
and accountants have to be trained in banking skills and AKRSP
auditors have to assist them in establishing the appropriate working
routines and norms of behavior. Strict adherence to rules and
procedures must become part of the work ethic since the money
managers are acting as trustees of the funds of VO members. The VO
Managers have to learn to combine judiciously conservative banking
habits with the principle of participation. They should strictly observe,
at least in the initial stage, the banking rules laid down by AKRSP to
protect the integrity of the experiment and to consolidate the banking
System at the VO level. Of course, the banking rules are not sacro-
sanct; they would be subject to change with experience and new
knowledge to make the system more effective and flexible.

A large and early dividend of sound training and strict supervision
in the initial stage would be an increased capital base of the individual
VOs through interest income and new savings. The more rapidly the
Capital base expands—which in turn would depend upon the interest
Tate, loan turnover, and the rate at which the VO savings grow—the
€arlier the VOs can acquire autonomy and terminate their finaneial
dependence on AKRSP. The increased financial independence of VOs
Would also permit the rapid development of a rural banking system
that can draw upon its own resources and also attract capital from the
National banking institutions.

It is safe to say that AKRSP and VOs will have their plates full in
the next few years. The optimism with which they have undertaken the
banking experiment—as a crucial first step to the financial autonomy
Of VOs and the foundation stone for a full-fledged rural banking
System—can materialize only if they meet the challenges of financial
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discipline, integrity, and accountability. AKRSP’s responsibility .is‘the
greater, because it must invest in human skills through traimr}g,
supervision, and monitoring. This would perhaps require a major
adjustment in the attitudes and behavioral norms of the field staff,
particularly SOs, and VO Managers. It will test not qnly the motivation
of these leaders but also their ability to make major changes in the
things they do and the ways in which they are done. .The human
resources developed by AKRSP have to respopd effectively to tl'fe
challenge now posed by the banking experiment. But there is
apparently no other option if the aim is to make the VO truly an
autonomous and viable local institution for rural development in
northern Pakistan.

would depend on the legal status of the VO and the l'Olt? of_ AI?RS'P as
a support organization. Its links with the other financial institutions,
government and private agencies will likewise depend on the structure
of the VO. The important point is that the VO must remain the I_:)asw 1
decision-making unit for an equitable development of the_mdmdue_ll
and collective resources of rural people in northern Pakistan. It is
equally important that any model or approach proposed f(')r' the
investment organization takes into account at least three conditions.
First, its basic aim should be to help mobilize resources and promote
investment at the local (VO) and regional levels to meet the indwlflpal
and group needs of rural people. Admittedly, it is gasicr to mobilize
savings than to find profitable opportunities for investment at the
village (local) level. Second, it should be based on workable (dc_wablc)
norms and practices, given the cultural environment and q}lal}q{ of
human resources. Third, it should adhere to strict financial discipline,
requiring constant training and monitoring.*

HUMAN RESOURCE DEVELOPMENT: AN ACADEMY FOR
RURAL DEVELOPMENT?

stretched to the limit at a point in time when even greater demands are.
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The exact institutional structure of VO banking in the long run

AKRSP’s facilities for human resource development (HRD) are.

being made upon them. These demands arise from a variety of

factors:

continuing the planned expansion of AKRSP activitigs.in ncg_'j;
arcas will require increasing the volume of the existing vO
training programs;
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 as the number of VOs increase and as older ones mature, the
number of refresher courses will have to increase and improve;
new techniques and packages, focusing on location-specific
problems, will be required;

+ new training programs, with considerably more depth than has
been the case in the past, have to be developed for the cluster
specialists, individuals providing services and training to VOs, and
their specialists to reduce dependence on AKRSP;

» development of AKRSP’s women’s program has highlighted the
increasingly specialized requirements as well as the special efforts
required for meaningful impact;

+ training requirements for AKRSP staff will increase as the demand
for its own HRD facilities rises; and

+ as the AKRSP model has generated considerable interest for
replication, there is increasing demand for dissemination of the
AKRSP experience through formal training to outsiders as practi-
tioners of rural development.

A major strength of the HRD effort by AKRSP has been its ability
to provide instruction by practitioners of innovative approaches. This
strength must be preserved and exploited by integrating the resources
of individual AKRSP sections with new initiatives in HRD. At the
general level, AKRSP’s distinguishing strength has been in the design,
management, and field implementation of agricultural and rural
development programs with small-farmer participation. If this is to
evolve into a strategic approach to HRD to meet the growing demands,
it must be supported by several additional management functions:

* recruitment of senior professionals with expertise in nonformal
adult education and development and use of audiovisual materials
to suit these educational functions;

* improved and enhanced content of existing HRD programs by

strengthening the skills of the staff in nonformal adult education,

monitoring, and evaluation; e

development and delivery of training programs for the cluster-

based “master trainers” in a range of disciplines;

development of a range of new vocational programs and ap-

proaches, with particular reference to women;

increasing the strength of AKRSP’s technical sections for

instructional capacity in their respective areas of expertise and

functions; and
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« development of a training center (in Gilgit) with necessary office,
training, and accommodation facilities to service the HRD

functions of AKRSP.

It seems that the HRD functions of AKRSP would outlast iEs
support functions in northern Pakistan. In fact, the World Bank’s
evaluation team in 1989 strongly supported the 1df:a qf egtabh.shmg a
permanent “Rural Development Academy” to ms.tltutlon_al}z-e the
important training functions, research, and _evgluaglon_ac'uwues of
AKRSP. The impetus to establish such an institution in Gilgit has be.:en.
provided by the growing demand for HRD to service the ongoing
AKRSP experiment in northern Pakistan and to support the training
needs of other institutions with interest in replicating the {kKRSP
model in other areas of Pakistan and even abroad. The internal
training needs of northern Pakistan to sustain the development process
initiated by AKRSP are fast expanding apd must be met adeguately._
AKRSP appears to be the only organizatmp .capable of and likely to
respond to the diverse and increasing training needs: The extcrpal
demand for training is already evident in the replications being
attempted in other regions of Pakistan, such as the Sarhad Rural_
Development Corporation in N.W.F.P., the Pakistan Rural Support
Project in one district of the Punjab, and t_he Pak-German Sclf:Help_
Project for Rural Development in Baluclnstar;. These are bas;gally
NGOs using the AKRSP model in different socioeconomic lcondmo-nsf
AKRSP has a commitment to assist such organizations in learning
from its model and experience. o s

The idea of establishing a permanent training center—c_all it a
Rural Development Academy—preferably ip Gilgit seems quite con=
sistent with the transition of AKRSP experiment toward mstltul:l_onai
maturity. As the growth of the program stablh.:zes_and the dl;cilctE
management responsibilities decline, AKRSP_ w1}1 itself gradually
assume the characteristics of a training organization rather than an.
institution directly involved in the management of a rural deveé;r:;
ment program. The training center will be bascq firmly on AKR: nt
commitment to training by practitioners and will _Feﬂg_ct the cu_rrf it
blend of training and technical functions. It will maintain and develop
links with other institutions in Pakistan and abroad for .exchangllgtg-_{
information, research findings, and, possibly, ‘pr_o‘fessmnal statl.
AKRSP expects to develop the HRD center 1n1.t1a11y _b'y dono__l-
funding—for which the initial response has been quite pos.ltw'cfom:.
operate its activities mainly on a cost-recovery basis from institutions
sponsoring trainees for various courses or programs. In order to meet
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this challenge—establishing the Rural Development Academy—the
HRD efforts of AKRSP must be doubly strengthened in the transition.

NOTES

1. The AKRSP experiment in northern Pakistan has reached a stage in
which the lateral expansion of VOs encounters no social or political obstacles.
The initial reservation about or resistance to the idea of organization, based
mainly on misperceptions, has evaporated in all communities irrespective of
their sectarian composition,

2. The ongoing debate in AKRSP about the future shape of the program has
led to several studies. A sizable study on this issue, including the future role of
VO clusters, was completed recently by Waldemar Kasprzik, “The Future
Structure of the VOs and AKRSP,” (Gilgit: AKRSP Consultant’s Report,
August 1991),

3. A brief analysis of major problems associated with VO banking in Gilgit
was done in the summer of 1991 by Mahmood H. Khan, “VO Banking in
Northern Areas,” (Gilgit: AKRSP Consultant’s Report, August 1991).

4. The AKRSP management had commissioned in September 1991 a team
of consultants to study the state of VO banking and future structure of the
program, keeping in view the declining role of AKRSP.
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Donor Assistance

THE NATURE OF DONOR ASSISTANCE

AKRSP is truly a success story in attracting, managing, and
effectively utilizing the bilateral and multilateral assistance. In fact, a
major reason for its success in northern Pakistan is the financial and
technical support it has received from several donors since its
inception. This unusual spread of support indicates the impact
AKRSP’s achievements have had on the donors and is a compliment
to its effective relationship with the donor community. The com-
mitment of the Aga Khan to the goals of AKRSP and the continuing
assistance provided by the Aga Khan Foundation (AKF) network—
with headquarters in Geneva and national units in Canada, Pakistan,
the United Kingdom, and the United States—have played a significant
role in attracting other donors. The fact is that without this support the
AKRSP experiment could not have been launched and sustained. The
backup support of the AKF, as a founding sponsor, includes handling
all external relationships as well as quite extensive direct involvement
in the major decisions on strategy and management. In addition to the
support of the four national members of the AKF network (Pakistan,
Canada, the United Kingdom, and the United States) and substantial
assistance from Geneva in management backup and donor coordina-
tion, AKRSP has received assistance from five bilateral donors:
Canada (CIDA and Alberta AID), the Netherlands (MDC), the United
Kingdom (ODA), the United States (USAID), Pakistan (GOP), and
Norway (NORAD); one multilateral donor; Commission for European
Communities (CEC); and four international NGOs: OXFAM, Heifer
Project International (HPI), the Konrad Adenauer Foundation (KAF),
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and the Ford Foundation. The Norwegian aid has been channeled
through the International Union for the Conservation of Nature and
Natural Resources (IUCN).

AKRSP had received Rs.457.30 million in funding from donors
from December 1982 through the end of June 1990. (See Table 7.1.)
The three largest donors were Canada (27.3 percent), the Netherlands
(25.4 percent), and AKF (19.1 percent), followed by the United
Kingdom (17.5 percent), the United States (3.8 percent), and Alberta
AID (2.2 percent). The official donors (bilateral and multilateral)
gave 78.4 percent of the funds and the rest came from NGOs, of
which the predominant portion (88 percent) was from the AKF
network. The individual donors have participated in different parts of
AKRSP activities and contributed to the different regional programs
(See Table 7.2.) The AKF and CIDA have funded the management
functions based in the Gilgit “core” office of AKRSP and some other
components of the program in the three regions. The Netherlands
supports the Baltistan program, including the credit and women’s
components. The assistance from the United Kingdom goes to the
Chitral region to meet the requirements of all of its components,
including credit. USAID funded the initial revolving credit, and GOP
has contributed to the women’s program. OXFAM and CEC are
assisting the rather difficult work at high altitudes, and KAF is
contributing to the VO training program. IUCN is supporting, with
funds from NORAD, the development of forests and pastures, and HPI
has assisted in the introduction of new breeds of cattle. These funding
arrangements—donors earmarking their funds for specific compo-
nents of the program—have of course increased the workload for
AKF, in Geneva and Karachi, and AKRSP in Gilgit. In the first two
years of operation of its short-term credit program for farm inputs,
AKRSP was generously supported by credit lines from Pakistan's
National Development Finance Corporation (NDFC) and Habib Bank
Ltd.

Unlike many other donor-assisted projects—in which a major part
of the “aid” is tied to and spent on imports—AKRSP has used thc»
foreign and local contributions to promote directly the three basic
aims of its partnership with the rural people in northern Pakistan:
building physical capital, increasing savings and financial capital, and
developing skills. The donations have been tailored to the needs of
program and not the other way around. What is even more importa
is that the program has made little demand on foreign exchange
importing material, equipment, and technical assistance. Nearly
percent of the AKRSP spending so far has been on the developme.
components, including PPIs, credit, VO training and demonstration

Donor Contributions to AKRSP, 1983-90 (in Million Rupees)

Table 7.1

1985 1986 1987 1988 1989 1990 Total

1984

1983

Donor

5.6
4.8
1.8
1.6

124.7
116.2
87.6
80.0
17.3
10.0
4.6
3.1

1.8

0.3
0.1

27.5
30.9
8.3
33.8
6.0
0.3
24

5.8
4.1
1.7
2.4
3.2

18.6
20.5
14.2

0.2

TT

14.8
17.4
3.3
4.1
0.9

1.4

11.2
3.5

4.1
12.8
21
0.5
0.1

92
10.1
0.9
2.2
0.6
0.1

5.3

14.9
0.3
0.2
0.6

CIDA
Dutch
AKF
ODA
USAID
A-AID
OXFAM
CEC
GOP
Ford

HPI

513 70.7 110.5 109.7 33.2 457.3

36.2

23.1

22.6

Total

d Quarterly Reports.

x
i
3

Source: AKRSP Annual Reviews an

——— —
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and R&D directly related to the adaptation and extension of new
technology and methods. All of the funding for these purposes has
been spent on goods, material, and labor services produced or
acquired in Pakistan. The nondevelopment spending—comprising
salaries and wages for staff and workers, office administration and
maintenance, vehicle operation, and travel—has claimed 31 percent of
the total AKRSP budget (See Table 7.3.) Almost all of it was spent on
services and materials that were locally produced or procured and
have a major impact on the income of several thousand households.
Capital costs account for only 9 percent of total spending, and most of
these are in foreign exchange for importing equipment and vehicles.
The foreign exchange requirements for technical assistance, including
training of AKRSP staff, and short-term visits of consultants and
intemns, have been a very small part of the budget.

The effectiveness of donor contributions can be gauged by the
use to which the funds were put. One-third of the funds (or Rs.172
million) have been channeled to the VOs as one-time grants to build
village physical infrastructures (e.g., irrigation channels, link roads,
and flood protection walls). These PPIs were used not only as entry
points for AKRSP but to unify the VO members. The immediate
impact of the PPIs is in the form of locally-acquired material and
equipment and payment to villagers for their labor used in con-
struction. A large part (nearly three-quarters) of the wages paid to VO
members are plowed back into VO savings to build equity for
collective loans. The credit program is the second major item for
which donor funds—comprising about Rs.84 million or 16 percent of
the AKRSP budget—have been used. The short- and medium-term
credit facility to all members, based on VO savings, has been a major
source of productivity-inducing inputs, land development, purchase of
labor-saving equipment and machinery, and marketing of agricultural
products. The VO banking experiment underway is the latest evidence
of the cooperation of donor funds and VO savings in building
financial capital for investment and new incomes in the villages. The
third major use of donor assistance has been for the development of
human capital, including training of VO members and AKRSP staff,
and technical assistance through consultants and interns. AKRSP has
Spent nearly Rs.57 million (or 11 percent of its funds) to develop new
skills by direct training and use of technical expertise.

AKRSP has been particularly careful in utilizing the donor
assistance for human resource development, involving foreign training
of AKRSP staff and use of consultants and interns for specific
activities. As stated earlier, most of the AKRSP staff was hired locally
and trained on the job. Of the thirty one individuals trained abroad,

High
Altitude
Program

X
X
X

AKRSP
Women's
Program

X

X

X

K K

RPO RPO RPO RPO AKRS_P
Training Chitral Baltistan Credit
Program
X X X
X
X
X
X
X

Core
Office
X
X

Donor Participation in Various Components of AKRSP
Gilgit
X
X
X
X
Note: RPO is the Regional Program Office in each of the three districts.

USAID
GOP
CEC
OXFAM
HPI
Ford
KAF

Table 7.2
Dutch
ODA
A-AID

Donor
AKF
CIDA




Total
172.2
83.7
31.1
25.7
312.7
48.5
107.1
22.7
14.8
13.7
10.0
168.2
529.4

1990
46.9
32.8
10.6
6.0
96.3
224
29.8
5.7
35
2.1
14
42.5
161.2

8.9
57
3.9

48.6
32
2.4

35.8

87.6

1989

30.1

22.7
4.1
35
3.1

1988
26.4
13.8
4.8
2.8
47.8
9.0
18.9
43
2.8
3.2
1.7
30.8
87.6

1987
20.5
15.1
4.6
1.8
42.0
34
16.7
3.7
22
34
14
27.4
72.8

1.4
1.1
24.7
4.0
32
1.6
1.5
1.0

1986
15.5

6.7
10.7
18.1
46.8

1985
13.7
4.8
2.8
4.5
25.7
2.7
39
0.7
0.6
0.1
1.1
6.4
34.8

1984
12.1
1.1
0.9
4.0
18.1
2.0
2.6
0.5
0.3
0.2
0.5
4.1
242

I

1983
0.3
1.8
9.7
1.8
1.8

7.1

0.5
ment Ex
0.5

03

0.0

0.5

3.1
14.5

velopmen

PPI
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Annual Expenditures of AKRSP, 1983-90 (in Million Rupees)

Note: Figures for 1990 are estimated expenditures.

Expenses
Training
Research
& Surveys
Total
Nondevel
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Vehicles
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Office
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Table 7.3
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twenty four participated in short-term courses directly related to their
specific field of work. Seven individuals who completed degree
programs were trained to increase the effectiveness of their work with
AKRSP. Foreign and local consultants of high quality, though not
necessarily expensive, have been used to assist AKRSP in a number of
activities, ranging from Akhter Hameed Khan’s words of wisdom
during and after his periodic visits to the evaluation reports and
specific studies by other consultants solicited by AKRSP to make its
own work more effective. So far sixteen foreign and nearly a dozen
Pakistani consultants have provided short-term but valuable assistance.
Each year AKRSP also hosts, but usually does not bear the total cost
of, nearly five Pakistani and foreign “interns,” who are graduate or
undergraduate students with an interest in the activities of AKRSP. In
addition to their contribution to their own education and the learning
experience, some of the interns have produced thematic and case
studies of considerable value. As outsiders they provide new
perspectives on the ongoing partnership of AKRSP and the rural
people in northern Pakistan. The consultants have played an
important role in testing and assessing ideas and activities contem-
plated or undertaken by AKRSP. Their role in imparting new skills to
the AKRSP staff has been no less important. These benefits are partly
the result of the fact that outside technical assistance was not imposed

by donors but carefully chosen by AKRSP according to its own
needs.

THE SPONSOR AND DONOR RESPONSE

AKRSP owes its existence to the commitment of the Aga Khan to
assist the small and poor farmers of northern Pakistan in their struggle
for economic development. His preference for the AKRSP organiza-
tional model (approach) speaks for his vision as well. The AKF—a
nonprofit NGO—was used initially to establish a nucleus of Iesources
in Gilgit sufficient to launch the bold experiment of cooperation with
the rural people. In fact, nearly two-thirds of the first year’s budget
and capital costs of AKRSP were contributed by the AKF network
with assurance to meet the future needs of a sustainable program.
There was an equally strong commitment, backed by high expecta-
tions, to sell the idea to others with resources and the will to support.
The AKF management in Geneva, supported by its branch in Pakistan,
took nearly two years (1981-82) to give final shape to the organi-
zation called the Aga Khan Rural Support Program (AKRSP). The
initial proposal, prepared in mid-1981, was reinforced by the first
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strategy paper written by the Management Group (MG) of AKRSP in
early 1983 and was used as the foundation document to guide the
field work and attract donors for contributions. It is a credit to the
continuing and active support of the AKF management in_Geneva and
its national offices that AKRSP has been successful with so many
donors since its modest beginning with the AKF funding in Deccmper
1982. AKF is now genuinely recognized as an effective NGO working
in a variety of fields dealing with the socioeconomic improvement not
only of the Ismaili community but of other groups as wal. The
AKRSP experiment is indeed one of its boldest expressions of
cooperation with and assistance to the poor irrespective of their ethn_lc
or religious affiliations. Admittedly its involvement is concentrated in
those countries or regions in a country in which there is a sizable
ili community.
ISrm;iKF has cont?nued to be a basic source of strength for AKRSP in
several ways. The long-term commitment of the 'A_ga Khan o the
project has buttressed the contributions of the Ismaili community the
world over. By mobilizing funds on a regular ba§ls through the
national offices, particularly in Canada, the United Kingdom, and the
United States, the AKF provides concrete evidence of its support and
makes it attractive for donors to give matching contributions to
AKRSP. The management group of the AKF network, and par-
ticularly the management personnel based in Geneva, have bee_:n very
active in soliciting assistance from the bilateral and multilateral
donors. They have used a variety of approaches to promote AKRSP.
including personal presentations, distribution of videos, and.arrangmg
field visits for influential individuals and groups. The receptiveness of
prospective donors was also greatly influenced by the personal and
professional contacts of key individuals working for AKF and
AKRSP. The aggressive salesmanship in the first two years was
bolstered by the positive and quick response of the rural people to the
terms of partnership offered by AKRSP. There was also the clempnt
of faith in the experiment, given the track record of Fhe leading
practitioners of the organizational model in other settings. Their

proven credibility and its additional evidence in the initial period of _

AKRSP gave strength to the AKF professionals and managers in
promoting their cause to prospective donors. . \ 4
The response of donors to the AKRSP experiment has 11}(!60
been impressive, whether judged by the level of funding or con.dltmns
on which it was extended. Canadians were among the first bilateral
donors, with CIDA and Alberta AID contributing more than one-
quarter of the donations in the first year of AKRSP. Since then CIDA
has remained the biggest single donor with Rs.124.9 million, or a
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share of 27 percent, in the total donor funding so far. CIDA support
in the first three years sustained a major part of the program in the
Gilgit and Chitral regional offices, including the “core” office, the
PPIs, and credit components. Since then it has continued to support all
of the activities in Gilgit. One of the distinguishing features of CIDA
support to AKRSP is that it has been the least demanding of the
donors and quite flexible about the use of its funds and resources.
The CIDA officials evaluated AKRSP in 1987 and 1989 for their
multiyear funding, but they, as other bilateral donors, have relied
mainly on the World Bank evaluation missions of 1986 and 1989.
The AKF (Canada) has acted as the conduit for CIDA assistance, a
role it has played with great effectiveness. Two of the major studies
completed for AKRSP in 1989 were done by Canadian consultants. !
AKF Canada has proposed to CIDA to donate about U.S.$11.5
million (Rs.263 million) in support of the work of AKRSP in the
Gilgit region for the next five years.

The Dutch support to AKRSP has been second only to that of the
Canadians, amounting to Rs.116.3 million or 25.4 percent of the total
funds received by AKRSP from all sources. Their involvement in the
program began with the successful visits of the Dutch Embassy
officials in the summer and fall of 1984. A grant of U.S.$1 million
was made for two years, beginning in January 1986, to support
AKRSP in extending its work to the Baltistan region and strength-
ening the women’s program. A second and larger grant of U.S.$5.5
million for three years was made in 1987 to further support the
ongoing projects. Like the Canadians, the Dutch have made their own
periodic evaluations of the AKRSP component they have supported.
Their technical assistance included training of AKRSP staff in the
Netherlands and support of some interns working with AKRSP. The
Netherlands government has been asked to provide a third grant of
about U.S.$14 million (Rs.286 million) for five years, starting in mid-
1990. The Dutch officials, particularly the Ambassador in Islamabad,
were very positive in their initial response. »

The government of the United Kingdom started making contri-
butions to AKRSP on a small scale in 1983, followed by a matching
grant of Rs.2.8 million for two years, beginning in 1985. The AKF
office in the United Kingdom provided equal funding from its
Iesources, totaling a contribution of Rs.5.7 million (or £352,100).
These funds were used to support the PPI grants to thirty five VOs,
lwenty one in Gilgit and fourteen in Baltistan region. ODA agreed in
January 1987 to give £2 million as a multiyear grant to AKRSP to
meet all of the expenditures on PPIs, credit, and women’s components
in the Chitral region. After intense negotiations and the visit of an
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ODA Mission to Gilgit in April 1987, a grant of £§.7 million for four
years was approved for the AKF network in Chltr.al.. The share qf
AKRSP in the grant was £2.5 million or Rs.72.7 million. Under this
grant, ODA has assisted AKRSP not only with funds for local
expenditures on PPIs, credit, and women’s programs, bpt has_a}so
given considerable technical assistance in the form of foreign training
and study of AKRSP staff and services of consultants. Two major
consultant reports, funded by ODA, were completed to improve the
women’s program in Chitral and the overall monitoring and
evaluation activities of AKRSP.2 ODA has sent regular monitoring
missions since 1987 to assess the AKRSP components in Chlt'ral.
AKRSP has asked ODA to continue its support for the Chitral activi-
ties in the next five years (1990-94) with £9 million or Rs.286.5
million. It is likely that CEC gives one-half of the requested funds as
its contribution to AKRSP. This funding proposal is part of the five-
year program of AKRSP, for which it has also approached the
Canadian and Dutch governments.

The fourth bilateral donor agency was USAID, whose _total
contribution to AKRSP was U.S.$900,000 (or Rs.17.3 million).
USAID was first contacted for a grant by the AKRSP and AI«.{F
officials in May 1984, by which time AKRSP had well established its
initial program in Gilgit with assistance from the AKF network and
CIDA. The American donation was given in two one-year grants, the
first in 1985 and the second in 1986. AKRSP was free to use the
grants in Gilgit according to its priorities. Most qf the grant money
was spent on PPIs and the credit components. While ITTS{\ID has not
directly participated in the AKRSP experiment on a similar scale as
the other four bilateral donors, it has helped to promote the organiza-
tional model in another region of Pakistan. A major consequence of
the contacts with USAID was the development of an AKRSP clone
project for two districts in the N.W.F.P., funded by IgSAID. In fact, an.
NGO—called the Sarhad Rural Support Corporation (SRSC)—has
been established along the lines of AKRSP by the government 0;
N.W.E.P. specifically for this purpose. USAID and the government O
N.W.E.P. had involved the AKRSP management in prov'ld_lng !:hﬁ
conceptual and organizational assistance to develop the administrative
and legal structure of SRSC. We will have more to say about the
AKRSP clone projects in the next chapter. . _

The aid from Norway (NORAD) has been used with the asmgtanoe_
of IUCN. The relationship of AKRSP and IUCN, which began 1n the
summer of 1986, has developed into a full-fledged w.:?rl':mg:-I
partnership for the promotion and development of sustamablt_?
forestry and pastures in northern Pakistan. Based on a report by an
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IUCN-funded consultant in early 1987, it was agreed that a two-year
pilot forestry project would be undertaken to establish the ground-
work—identification of problems and possible interventions—for a
long-term project as an integral part of the AKRSP efforts. The two-
year (1988-89) pilot project was approved at the end of 1987 with the
NORAD funding of Sw.Fr.60,000. The project, led by an IUCN
consultant, was located in the Hunza region of Gilgit and tested
various workable research and extension components for the develop-
ment of integrated and sustainable forestry. AKRSP staff was assigned
to work on the project to develop the necessary skills for integration
with the other components of AKRSP,

The pilot project was evaluated at the end of 1988, and it was
decided to expand the work in the second phase starting in 1990.
IUCN is committed to contributing U.S.$2.68 million to meet the
requirements of the forestry project over the next five years.3 In view
of the important role that forests and pastures play in sustaining the
environment and the living standards of rural people in northern
Pakistan, the NORAD-funded forestry component would be a major
contribution to the work of AKRSP. It involves large-scale devel-
opment of skills, including trained forestry workers in the VOs;
establishment of basic research and extension-type forest nurseries for
demonstration and production of rootstocks; integration of forest
farming with crops and pastures; and assistance to the VOs and VO
clusters in planning for economically and environmentally sustainable
forestry. The forestry project of AKRSP also expects to develop
strong links with the government’s Department of Forests in all of
these aspects to manage and develop the forest as a renewable
resource of considerable economic value to rural households in the
region.

AKRSP has also been helped by CEC as a multilateral aid agency.
AKRSP began its contacts with CEC in the spring of 1986. A project
proposal for High-Altitude Development, to be tied with the ongoing
OXFAM assistance, was made in mid-1986, for which the funding was
expected from CEC, OXFAM, and AKF in the United Kingdom. Ffie
CEC approved a contribution of ECU360,000 (Rs.5.8 million) for two
years to provide the PPI grants to VOs in the high-altitude regions. It
placed no conditions on how the grant was to be used by AKRSP.
Following the meetings with the CEC officials in 1989, AKRSP
Submitted a proposal for the second and much larger grant from CEC
to support its activities in Chitral in the next five years. The request
was for Rs.142 million (U.S.$7 million), or one-half of the
contribution expected from ODA. The European Community has
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shown keen interest in continuing its support to AKRSP through a
multiyear grant for its five-year program beginning in 1991.4

The contributions of the international NGOs to AKRS‘P. though
relatively small in amount, reflect their strong commitment to
international cooperation in promoting welfare and peace. It also
reflects their confidence in the capacity of a small-size NGO to
facilitate effectively the alleviation of poverty by the poor themselves,
Of the four NGOs, excluding the AKF network, OXFAM was the

first—starting its support in May 1983—and has been the largest

donor with Rs.5.7 million, or almost one-half of the NGO contribu-
tions. A major concern expressed by the OXFAM officials in their aid
program to AKRSP was that it would be focused on §mall-§cale
schemes that directly affected the poor in the remote and high-altitude
areas. This goal was quite consistent with the general apprpach of
AKRSP based on participation by the poor and small farmers in all of
the major components of the program.

The first OXFAM grant of £30,000 (Rs.603,00) was given for PPIs
in the Ishkomen and Yasin valleys, two of the remote and high-
altitude areas. It was followed by a second one-year grant of £60,000

(Rs.1.1 million) in 1984. The third grant of £132,743 (Rs.3.4 million)

was contributed in 1986 for a period of three years. These funds were
also used mainly for constructing the PPIs. The last cm.mibution of
nearly £63,000 (Rs.1.9 million) was made by OXFAM in late 1989
for two years (1990-91). These funds are being used for two spec1.ﬁc-
components of AKRSP’s work on livestock and poultry in the high
altitudes: construction of feed mangers and cluster hatcheries. The
OXFAM officials have made regular, almost annual, visits to assess the
progress of their specific components in AKRSP. Their personal and
continuing interest in the projects itself has been a source of strengl:h
and has been much appreciated in AKRSP. One of their cpnspltam S
field reports have made a valuable contribution to the monitoring and
evaluation activities in AKRSP. 5
Two U.S. NGOs, the Ford Foundation and the Heifer Project

International, have contributed Rs.3.5 million, with the former first

donating in May 1983 in response to the request of AKF in the U._S-.--

for a matching one-year grant of U.S.$100,000 (Rs.1.3 million) fot_l
the PPI and VO training components. The role of the first grant was
quite important as AKRSP needed the funds badl_y for PPIs to.:
establish the VOs and to act as a builder of confidence in AKRSP. Tﬁ
second grant of U.S.$50,000 (Rs.495,488) was given by the Fo .
Foundation in 1984, again mainly for the PPI grants to VOs. The
Ford officials were pleased to see the use of their grants during theif

visit to Gilgit in late 1986.
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The Heifer Project International (HPI) is a U.S.-based NGO that
assists individuals and groups in improving the quality and production
of cattle breeds. AKRSP first approached HPI in 1985 for funds to
introduce new breeds of cattle—its so-called “Heifer Project”—for
improved productivity of the indigenous stock. The HPI donated
nearly U.S.$115,000 (Rs.2 million) in early 1986 for three years. Two
subsequent grants of nearly U.S.$19,000 (Rs.328,000) were given in
1987 and 1988. All of these grants were used to supply to selected
VOs a limited number of crossbred cattle of Friesen/Jersey/Sahiwal
stocks. The initial aim was to develop a VO-owned and managed
livestock package—including new breeds, shelter, and feeding—for
demonstration and multiplication in the VOs. As discussed earlier, the
experiment of collective management had to be abandoned after the
first year. However, subsequent transfer of the initial stock to
individual VO members has had a marked impact on their produc-
tivity and has increased the demand for improved breeds. In fact, in
some VOs the individual holdings have become the nucleus for
multiplication in the village. The HPI funding played an important
role in testing a new package of technology and allowed AKRSP to
make adjustments in its initial approach to the package. The field visit
by one of the HPI leaders in mid-1988 was very useful in assessing
the Heifer Project.

The Konrad Adenauer Foundation (KAF) of Germany joined
other donors in 1988, but it has shown great generosity in its
assistance to the development of human resources, which is one of the
most important components of AKRSP. In response to a grant
proposal by AKRSP in late 1987 for Rs.2.24 million to support its
training program, KAF approved a three-year assistance package of
Rs.5.9 million (DM590,000) starting from 1988. The KAF represen-
tatives began in 1989 an assessment of the need for establishing a
Training Center in Gilgit to pursue a comprehensive program of
human resource development (HRD) for AKRSP. Various possibilities
were explored in early 1990, ranging from DM350,000 to DM
850,000 per year to meet the human resource development activities
in Gilgit and to establish the Training Center. The KAF officials
indicated in July 1990 that they would support the Training Center
project with an annual grant of about DM750,000 (Rs.46 million) to
meet the HRD requirements of AKRSP in its five-year program
beginning in 1990.

We have described so far the individual contributions of donors to
AKRSP, including the continuing role of the AKF network as the
Sponsoring institution. We should now highlight the role the Pakistani
public institutions have played in making the AKRSP experiment the
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success it is. Their contribution in terms of funding has been modest,
limited to two credit lines from NDFC and Habib Bank for the credit
program and a grant of Rs.4.7 million from the Government of
Pakistan (GOP) for the women'’s program. The credit lines were given
early in the program, which facilitated greatly the supply of inputs,
particularly fertilizer, to VO members. The GOP’s contribution to the
women’s program was part of its efforts to assist the NGOs in
promoting activities with direct impact on rural women. We want to
turn to the more important contributions the Pakistani public
institutions have made to the AKRSP experiment since its beginning
in December 1982.

AKRSP has enjoyed the support of policymakers in Pakistan
irrespective of the structure or color of the government. That there are
now a few AKRSP clones in Pakistan is partly a reflection of the
interest in and support for AKRSP at the higher levels of policy-
making in the country. With the exception of some disgruntled or
narrow-minded individuals, the elected representatives and local elites
in northern Pakistan have likewise given their blessings and credible
support. In fact, the elected members of the Northern Areas, District,
and Union Councils have by and large played a constructive role in
promoting the AKRSP experiment in northern Pakistan. In some
cases, AKRSP has collaborated on a cost-sharing basis with members
of the Local Councils in building the physical infrastructure.

Contrary to the general observation, the role of the state bureau-
cracy has been equally helpful. One can argue about the extent 10
which government regulations and requirements inhibit private ac-
tivity. AKRSP’s experience is that, given the structure of rules and
regulations, the officials at all levels have been flexible and responsive
to the needs of the program. AKRSP’s funding proposals to the
foreign bilateral and multilateral donors were always supported by
government officials at the regional and national levels: in the
Northern Area Administration, the Government of N.W.F.P., and
Ministries of the Government of Pakistan. In fact, a considerable
number of activities involving interaction with public servants weré
performed by informal contacts, avoiding long and expected delays.
It has worked well this way partly due to the personal contacts of
AKRSP’s senior management. Part of the explanation was that
support was given to AKRSP by the powers that be because they
thought it was a credible experiment. The important point is that the
public sector officials, elected or appointed, have helped to create a
reasonably good working environment for AKRSP as an NGO.

Admittedly, AKRSP has not generally done as well in collabora~
tive activities with the existing government or public agencies. A
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major reason for this involves the divergence of approaches among
AKBSP and the public sector agencies. We analyzed this issue in some
detail in the preceding chapter. Suffice it to say that by helping the
r.ural people in establishing viable VOs, AKRSP is laying the founda-
tion of a mediating institution for the development of much-needed
physical and social infrastructures using their own and society’s
resources. The point to be stressed is that the AKRSP’s advocacy role
for VOs with the public sector agencies has increased with the
expansion of VOs and their continuous interaction with public
officials. There is increasing evidence that the government institutions
appreci-atf:d the role of mediation and even coordination that AKRSP
was willing to play. The increasing demands placed on AKRSP to
promote or coordinate the social sector activities and functions are a
consequence of the success of the AKRSP experiment.

NOTES

.1. Mahmood H. Khan, “Impact of AKRSP on the Northern Areas of
Pakistan™; and I. Smilie, “Human Resource Development: Strategy and
Operational Design, 1990-1992,” (Gilgit: AKRSP Consultant’s Report,
November 1989).

2. Emma Hooper, “Study of the Women in Development Program”; and
David Marsden and Paul Webster, “Draft Report on Monitoring, Evaluation, and
lfssg;nch Section of AKRSP,” (Gilgit: AKRSP Consultant’s Report, July

_ 3. TUCN sent a “High-Pasture Mission” in April 1989 to explore the
assistance needed in selected areas for improving the quality of grasses, etc., in
the pastures used at high altitudes. Some of the recommendations of the Mission
have been included in the five-year forestry project funded by IUCN.

4. The funding requested by AKRSP for the period 1991-95 from Canada
(CIDA), the Netherlands, the United Kingdom (ODA), and CEC have since been
approved by the respective donors, more or less, at the level solicited.

-~




Lessons for Rural Development

INTRODUCTION

There are two major aims of this book. One is to tell the story of
partnership of the rural people of northern Pakistan with AKRSP, the
former acting as the prime movers and the latter as a catalyst in the
process of change through organization and participation. The other,
and a more ambitious, aim is to draw generalizable conclusions from
this experiment for practitioners of rural development working in
other or similar environments elsewhere. Based on what we have
presented so far, we can finally focus on the general issues raised by
this specific experience, particularly those dealing with the replicabil-
ity of AKRSP’s organizational model in diverse social and economic
environments. But first a few general statements to set the stage.

Rural development should not be perceived as a long-term or
permanent solution to the problems of underdevelopment, including
of course absolute poverty. A major aim of rural development is to
provide a stable period of relatively improved circumstances during
which new generations can become educated and find employment -

beyond the farm and even the village. Farming populations will

decline and the farms would grow through a process of amalgamation
as economic circumstances change. A failure to recognize the
important larger goal of economic transformation may severely
restrict the initiative of participants in rural development programs.
The role of rural development should be seen clearly in this
perspective. Dissatisfaction with rural development programs is
sometimes caused by misplaced expectations about their goals. It
should be added that rural development as a strategy remains
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meaningless rhetoric without institutional support 1o the rural poor
and small farmers. At a minimum, the macroeconomic policies of the
government should support the efforts of these people to become
more productive and their economy sustainable.

AKRSP was established to assist small farmers of northern
Pakistan in developing an institutional structure, based on participa-
tory organization, in which they are the decision makers in mobilizing
their resources for improved standards of living. It emphasizes the
role of capital and skills to make the social organization a sustainable
vehicle for rural development. The idea that organization is good is
neither new nor revolutionary. AKRSP rests on the premise that
organization works to the advantage of small farmers, who as
peripheral people are far too dependent on their physical and social
environment. It makes no grand claims about the short-term direct
impact of its strategy on the economic life of the participants. In the
long run, it expects significant changes in the patterns of resource
allocation and productivity as capital and skills develop with the
maturity of the social organization. The development of a participa-
tory organization is also expected to have a strong stabilizing effect
against the process of differentiation commonly observed in other
economic environments. In fact, a major expectation is that the
organized poor will not be treated by the state (or society) as
peripheral individuals.

The early signs of sustainability of the VOs established by farmers
in northemn Pakistan are beyond doubt. It is, however, still perhaps t00
early to draw a sketch of the exact institutional structure the VO
system is likely to develop and its relationship with the legal and
political structure of the larger society. The important point is that the
VO has become the basic unit of decision making, whose recognition
will grow as a mediating institution between the rural community and
other groups or institutions in the society, particularly the state. The
partnership of AKRSP and the VOs—particularly a majority of those
in existence longer than five years—is entering the transition stage, in
which the VOs are acquiring increased autonomy through demon-
strated capacity for sustainability. The formation of VO clusters and
the experiment of VO banking are the first steps in that transition 10
maturity. The evidence is mounting that the VOs can and will be used
by the rural community and by outsiders (such as the state agencies,
NGOs, and other private sector organizations) in establishing the
much-needed physical and social infrastructures in rural areas and in
strengthening the market relationships.

Finally, a general comment on the question of “replicability” of
the AKRSP experiment. The organizational model on which it is
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based is flexible and can be adapted to seemingly diverse circum-
stances. Since it is based on a learning-by-doing approach, it has a
great .capacity for experimentation within the general framework. The
cxpcnment_’s success requires two basic conditions. It requires, above
.a]l, an unflinching (almost obsessive) belief in and commitment to the
idea of social organization, in which the prospective beneficiaries
make the choices for themselves. The support organization, acting
only as a catalyst, enters into a partnership with the rural community
on the: ba.sis of reciprocal obligations. The goal is to make the village
organization a viable vehicle for an equitable process of development
tha!: can be sustained in the long run. The second condition, and on
wh1qh the success of the particular experiment would depend, is that it
requires close attention to certain basic factors in the process of
implementation. Of course, these conditions cannot be reproduced in
exactly the same form in all experiments, hence the need for
adjustments and even improvization.

_ It has been argued that the AKRSP experiment is in some sense
unique and cannot be applied as a general model of rural develop-
ment. Three arguments have been advanced in support of this
position. First, AKRSP found particularly fortuitous circumstances in
northern Pakistan in that:

1. there was little economic and social differentiation in the

population, which faced similar circumstances of a harsh physical
and natural environment;

2. with th disintegration of the traditional hierarchy ruled by Mirs
and Rajahs, there was a vacuum at the village level for an
alternative institutional structure to take hold;

3. there was a !ong_ history of cooperative behavior (based on
reciprocal obllgatlons) in the village population because of the
particular physical and economic environment;

4. the long association of the Aga Khan Foundation with the lsm';ili

people had already prepared the ground for AKRSP to work
effectively; and

5. while the _govemme_nt’s bureaucracy and administrative structure
were nominal, creating few barriers to the work of AKRSP, there
was also unusual support and attention of the government in

buil@ir_lg the road system and its generous funding for various
subsidies.
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The second argument is that the leadership of AKR_SP is
charismatic: it possesses qualities not commonly found or acquired to
promote effective organization and cooperatim} among the rural
poor. Finally, the AKRSP experiment is expensive in terms of the
external resource requirements. Before we turn to these issues in some
detail, a few general remarks are in order. .

The first argument contains several half-truths apd some serious
misconceptions about the role attributed to various factors in
facilitating the work of AKRSP in northern .Pak1stan. 'The real
challenge to the AKRSP model will be posed in thosg: villages or
regions in which the social structure is highly clifferc_mlated a'nd the
state bureaucracy is well entrenched and closely aligned with the
interests of the dominant groups. What would or can serve as the entry
point for a support organization? What will be the basis of organiza-
tion for the rural poor? What strategy must be followed to promote
rural development with or without the active support of the existing
elites? What relationship should the support organization estabh.sh
with the existing bureaucracy of the state? The s;cond_ and third
arguments are easier to dismiss. There is nothing charismatic or super-
human about the AKRSP leadership. It has followed a management
style that is open and flexible; it emphasizes partnqrship Wlt!l the
villagers; it identifies village activists and uses thcir_ services effectlve_ly;
it is willing to learn and adapt; and it maintains incentives attractive
enough for high-quality personnel to work in harsh and remote areas.
The AKRSP experiment is not expensive. The World Bank estimates
(1987 and 1990) that its cost per beneficiary is favorably comparable
to other rural development projects which are not half as successful.

HOMOGENEITY OF PEOPLE AND RESOURCES

The rural people in northern Pakistan are poor, poquy educated,
isolated, lack physical infrastructure, are disorg_amzed from a
collective management viewpoint, are more or less alienated from the
existing government agencies, and are perhaps even despairing, at

least of perceived opportunities in their immediate location. These

features are common to village communities in most underdeveloped
countries; they need emphasis in any discussion about the applica-
bility of the organizational model for rural development. Of course,
one of the favorable conditions for the success of the model would pe
if the social and economic structure of the village was relatively undif-
ferentiated. In northern Pakistan, there is indeed a high gegfce of
economic equality among villagers as reflected by the distribution of
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assets and income. It is also true that villagers are socially well
integrated by virtue of kinship and cultural factors including religion.
But in most villages—more in the districts of Baltistan and Chitral than
in Gilgit—there is a caste-like division of the village community,
based on lineage, ownership of assets, and traditional authority of the
feudal and religious elites. These characteristics are not, however,
unique or specific to the region. A vast majority of the village popula-
tions in many underdeveloped countries of Africa and Asia have
similar social and economic structures. The decline of the feudal,
tribal, and colonial institutions—Ileaving a relative power vacuum but a
long tradition of cooperation—is a common pattern in many regions.
Similarly the need for cooperative management of common property,
including communal land, and infrastructure such as roads or irriga-
tion systems, is typical of agrarian societies. The need for cohesion
and organization in dealing with merchants, government officials, and
encroaching neighbors is a concern of virtually all such communities.
The lack of access to education, improved technology and alternative
economic opportunities is a common frustration for most small and
poor farmers.

The organizational model of rural development faces a special
challenge in cases where the villages exhibit a high degree of
economic differentiation, created either historically by the unequal
distribution of assets (particularly land) or emerging with the
commercialization of agrarian economies. In both cases, the collective
interests of the village are either incompatible with the superior
position enjoyed by the traditional landed elites in the existing
arrangements or less important for some given the broader economic
opportunities outside the village. In the extreme case of a feudal or
caste-ridden society—in which only a small proportion of the
community enjoys land rights and the rest are excluded from these
rights except by dependence on the first group—the AKRSP
approach would admittedly be difficult to implement unless the
existing structure of authority were altered by the redistribution of
land, which is the major productive asset and the basis of much power.
But the AKRSP experience shows that moderate inequalities, usually
emerging from the progressive commercialization of subsistence
villages, do not undermine the effectiveness of cooperative
management so long as the approach consistently emphasizes par-
ticipation. It also shows that the traditional elites can be used to
advantage, particularly if their economic or social position is not
directly threatened. In fact, many of them—including the spiritual or
religious leaders and the former feudal elites or their village
functionaries (numberdars)—have willingly played an important role
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in the establishment of VOs. They have in turn used the outside
intervention as a source of strength to their own position in the village
community.

We should not overemphasize the positive role played by the
relatively homogeneous economic and social structures at the village
level. It is certainly not a sufficient condition; it may not even be
necessary for the organizational model to work. The role of other
factors may be equally if not more important to the success of a
cooperative approach to rural development. There is no evidence in
the AKRSP experiment that the performance of VOs varies greatly
between villages with different distributions of income and assets
within a reasonable range. Even in those communities, such as
Baltistan, in which there is a high incidence of tenancy, VOs have been
formed and are active. The factors that have been found to have a
significant effect on the formation and viability of VOs reside in the
organizational model itself, including the managerial and technical
capacity of the support organization in the initial stage.

Three factors in the AKRSP experiments have been central to the
establishment and development of VOs as the social organization. The
AKRSP model is based on the idea of participation, so the diagnostic
dialogues become the first important factor. They assist in taking the
village pulse; identifying the development needs and selecting one
major income-generating project around which the VO members can
initially unify; identifying the village activists; and establishing terms
of partnership with the villagers. The second factor is the entry point,
or the identification and selection of an important productive project
as a public good to which the villagers contribute their labor and skills
and to which the support organization gives a grant for materials and
technical assistance. The final, and perhaps the most important, factor
is the identification and use of village activists.

Participation is the key word in the AKRSP approach, starting with
the diagnostic dialogues. These dialogues establish firmly the idea that
decisions, no matter how trivial or important, must be based on a
consensus in the community for which the individual’s participation is
a precondition. Participation provides information; gives access t0
inputs and opportunities for making new choices; discourages free
riders; and makes people accountable to the collective will on which
their own welfare depends. What motivates people to participate? At 2
general level, any activity or project that enhances their individual
welfare attracts their attention. The experience tells us that almost all
villagers know well what their individual and collective needs in the
village are! However, the ability to participate effectively depends on
several factors, including the individual’s social or economic position;
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skills and education; and the particular form the social organization
takes as a vehicle for participation. If the village community consists
of highly differentiated interest groups (or individuals) there could be
serious problems in the ability of some to participate and benefit from
the VO. Therefore, the entry point and village activists become the
important factors in making the VO work and develop.

The major objective of the diagnostic dialogues with villagers is to
reach a consensus about the terms on which they are willing to
establish the VO and their partnership with the support organization.
The entry point for establishing the VO is a major project that will
directly contribute to the productive capacity of VO members and
keep them together on a long-term basis. Who will contribute what
and how the benefits will be distributed are central questions in the
first stage. The homogeneity of the village community and its
economic circumstances can greatly facilitate the selection of an
investment project that will meet the common needs and hence keep
the villagers together, at least in the initial period. The risk of
exclusion must be minimized if the community is differentiated or
polarized. If there are dominant traditional elites, they have to be
persuaded that their interests are not threatened but promoted by the
project. Selection of a physical infrastructure project as a public good
is not too difficult, given the similar economic and physical
circumstances faced by most villagers. In addition, the consensual
approach creates its own pressure on people to make choices that
minimize the perceived or real conflicts between their own and
collective interests. Here again the AKRSP experience is that the
diagnostic surveys clearly establish a consensus on this important issue
of selecting one major public good to which all villagers are willing to
contribute and to whose use and benefits they will have equal access.

This brings us to the role of village activists who possess and show
the leadership qualities that facilitate the establishment and develop-
ment of the VO. They are individuals who believe in the aims of the
organization; are able to acquire managerial skills; are willing to give
their time and resources for the common good; can influence and..dre
trusted by a vast majority of the villagers; and can use their trust and
influence to bring people together and resolve their conflicts. In short,
they exhibit the capacity to act as model participants and motivate
other individuals to accept change. Not all traditional elites are
“natural” leaders in the sense in which we have defined the qualities
of village activists. But AKRSP’s experience is that many of the
traditional elites can play this role, provided their individual or group
interests are not directly threatened by the establishment of the VO
and its activities. Many of them want to be recognized for their
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influence and leadership even if the new institutional structure may
replace the existing relationships in the long run. It is also the
experience that the open and participatory dialogues initially held in
the village expose these natural leaders, who may be from the ranks of
the traditional elites, or other individuals whose skills as leaders went
unrecognized until the new opportunity arose. The emphasis on
consensus by participation in the VO—through regular attendance at
meetings, contributions of labor and savings, and collective use and
management of some resources—makes the villagers and their
activists accountable to each other. Accountability through participa-
tion helps in avoiding adverse selection of village activists and reduces
the cost of management. Good activists are a crucial input for the
support organization in acting as a catalyst for the development of
VOs as viable institutions of rural development. The evidence of this is
overwhelming in the AKRSP experiment. It does really make a
difference between a good (viable) and a bad (doubtful) VO.

What we are emphasizing are factors that the AKRSP model itself
contains that can minimize the influence of social and economic
differentiation. Cohesion, not conflict, is the aim of the organizational
model. Of course, undifferentiated communities of the poor and small
farmers would tend to be more cohesive, hence the chances of success
for viable village organizations as vehicles for sustainable devel-
opment. But seemingly cohesive societies, based on cultural and
economic similarities, can be deeply divided in the process of change
if other factors are either absent or not carefully selected. The AKRSP
experiment provides numerous examples of villages with deep but
latent divisions in the apparently homogeneous and cohesive
community, which came to surface or were triggered by a variety of
factors, including (a) poor leadership and an indifferent attitude to
participation, (b) new technology packages requiring collective
management, and (c) differences concerning distribution of benefits.
In some cases, the division was probably “caused” by these or similar
factors that the support organization could not or did not carefully
examine. It highlights the importance of the process of implementa-
tion of the organizational model, particularly the role of social
organizer (SO) as the frontline worker and the methods for testing
new packages or activities. To act as a catalyst, the support organiza-
tion would have to meet all of the conditions that the organizational
model requires to work effectively. The experience of AKRSP is that
the qualities of its field staff in nurturing the VOs and their capacity 10
respond quickly and effectively to the VO membership have a great
impact on the viability of VOs. This includes the personality and
commitment of the SOs and the technical expertise of support staff in
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assisting the vil}agf:m to meet their needs and their capacity to try new
packages or activities in collaboration with the VO members.

LEADERSHIP AND MANAGEMENT OF THE
SUPPORT ORGANIZATION

A major reason for the success of AKRSP is the long-term
commitment of the Aga Khan and his material support to the aims of
AKRSP. The AKF network was initially established to promote the
welfare of the Ismaili community. The operations of the Aga Khan
Health Services (AKHS) and Aga Khan Education Services (AKES),
focusing mainly on delivering their services to the poor Ismaili
communities in northern Pakistan, precede by many years the
establishment of AKRSP. A tradition of community help had been
developed for over twenty years at least in primary health care and
school education through the AKHS and AKES. However, these
services did nothing to help the poor and small farmers in developing
their resources for greater production and income. The Ismaili
community had lived for centuries with the non-Ismaili Shia and
Sunni communities, which had a common and somewhat turbulent
history and faced the same harsh physical and economic environment.
Their common institutional structures, built on the feudal power of
Mirs and Rajahs, were gone and government services and institutions
were nominal. The Aga Khan took the view that poverty in these
communities could not be eliminated by taking a narrow approach
based on sectarian, linguistic, or regional considerations or leaving it
to the benevolence of the state. The poor wanted to improve their
economic and social circumstances but needed some support in their
struggle for development. It was this view that the Aga Khan wished to
implement in northern Pakistan. AKRSP was, therefore, conceived as a
private, nonprofit agency, sponsored and financially supported by the
AKF network. AKRSP was to act as a support organization for small
and poor farmers on a regional basis. The important point is that the
sponsor, in this case the Aga Khan through the AKF network, made a
long-term commitment to the aims and methods of AKRSP.

At first glance the effectiveness of AKRSP seems directly
attributable to the high quality of leadership and the caliber of its
professional staff. This prompts the question of whether its success is
due to some unique (if not magical) personal qualities of the staff that
may make it difficult if not impossible to replicate. Undoubtedly the
clear vision, commitment, and credibility of the leadership have
played a major role, as they should in any experiment based on
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innovative initiatives. There is nothing superhuman or charismatic
about the leading individuals: they have followed certain time-tested
principles of leadership and management to promote the basic aim
that the villagers were the prime movers and the support organization
was the catalyst. In testing the effectiveness of the AKRSP experiment,
instead of searching for some unique qualities of leadership, we
should analyze the underlying principles and practices of the manage-
ment approach used by the AKRSP leaders and professionals. The
World Bank (1987) has identified accurately some of the major
factors:

= equal attention is paid to institutional and technical issues;

= attempts to introduce technical change follow building the local
institutional capabilities;

« building local institutional arrangements progressively, on the
foundation provided by a recognized, preexisting structure or
arrangement;

» relying on the village-level institution to identify the priority
needs of villagers;

« planning the design and implementation of interventions jointly
with prospective beneficiaries;

« planning with beneficiaries through an iterative process that
focuses on specific local requirements and builds mutual respect
and confidence between villagers and the support organization;

= giving equal consideration to the effects of interventions on equity
and productivity;

* recognizing from the beginning the stability and sustainability
effects of packages or projects;

« adopting a learning-by-doing approach and being prepared to
acknowledge failure and leamn from it;

» making the program staff mobile and taking senior management
frequently to the field;

« fostering open communications within villages and between
villagers and the program staff; emphasizing participation to
maintain accessibility and accountability;

. ensurmg that the program activities serve the needs of the VO, not

vice versa;
 offering incentives sufficient to attract very high quality staff; and
« if outside help is needed, employing the best assistance available.

The horizontal expansion of AKRSP—starting with the Ismaili
villages in Gilgit district—to Chitral and Baltistan runs counter to the
claims that its success was based on the sectarian homogeneity of the
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small farmer population and the charismatic leadership of the support
organization. The districts of Chitral and Gilgit have large non-Ismaili
populations and Baltistan is totally non-Ismaili. The district programs
depend on regional offices, distant from the day-to-day guidance and
interference of the central leadership. It is true that in 1983 the
program was started in the Ismaili villages—but quickly spread to the
non-Ismaili villages—and, since it was quite small in the first two to
three years, was dependent on direct guidance and control of the head
office in Gilgit. The reason for starting from the Ismaili villages was to
build confidence in the implementability of the AKRSP model. After
the initial input by the Management Group (MG) in developing the
program in Gilgit district, the three district programs have faced no
particular constraints in implementation despite the remoteness of the
MG. The horizontal expansion of the VOs has become a routine,
requiring minimal supervision and input from the program leader-
ship. The major input that the district programs require is in vertical
expansion. The working examples of successful VOs (and clusters) in
Gilgit, and to some extent in Chitral and Baltistan, have acted as
models for other areas and communities that are predominantly Sunni
or Shia. The working principles of AKRSP are likewise well
understood and the organization has acquired adequate capacity to
train the field staff.

It seems that many of the factors responsible for the success of
AKRSP experiment as a regional development program reside in the
conceptual and technical approach implemented by AKRSP. Its
distinguishing features are neither unique nor revolutionary for
replication. Let us look closely at some of them.

1. The program is directly implemented by an independent com-
pany (AKRSP) associated with the sponsoring agency (AKF),
which was also the original donor.! AKRSP can conduct its
routine affairs, in its capacity as a Pakistani nongovernmental
organization (NGOQO), without reference and recourse to the
government but with support from the AKF network. AKRSP ddes
not suffer from the uncertainty of annual budget approvals,
although there was a shortage of donor funding at one stage. It
can react flexibly to problems as they arise, including providing
additional critical resources when needed. The AKRSP staff are no
strangers to the area; almost without exception they are Pakistanis
and the field staff (SOs and others) are qualified local people who
speak the regional and national languages. The two ingredients
needed in the staff to implement an AKRSP-type program are
conviction of and commitment to the particular development
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approach, and total accountability to the VO. The quality to listen
to and respect the expertise of villagers is instilled in the staff from
the beginning. The conceptual package is not difficult to un-
derstand, but requires conviction and discipline to implement.
AKRSP has the freedom to hire and fire its staff, as all staff are on
contract and their service depends on their effective work.
Financial incentives and a professional working environment, free
from bureaucratic redtape, combine to attract exceptionally good
staff members from both the public and private sectors. The staff
turnover is not high, despite the remoteness of the area and its
difficult and even hazardous living conditions.

2. The open management style, free and easy communication along
the management chain, and comprehensive recordkeeping, review,
and exchange, all contribute to a dynamic and responsive prob-
lem-solving process that is almost the reverse of the typical
behavior of the bureaucratic organizations. The tendency in those
organizations is to be wary of disclosure, not to seek out problems
and failures, but where these are found, to suppress such
information. In the typical public sector environment, problems
and mistakes are often not openly debated until they can no
longer be ignored, and then solutions are more difficult to find.
AKRSP, on the other hand, is willing to learn from mistakes and
has the self-confidence to discuss them openly and on the record.
Thus solutions are easier to come by, and at an early stage before
the real damage is done. AKRSP has the flexibility to apply a wide
range of responses to problems.

3. The original program was set in a small but dynamic way, with
room to expand and develop year by year, according to a
statement of general objectives. The main features of the
implementation mode had been well tested elsewhere, including
by the General Manager, such that AKRSP could be characterized
almost as the follow-up operation to the earlier pilot projects. The
first objective in implementation was to establish the institutional

structure (i.e., formation of the VO) and construction of a

productive infrastructure. The technology packages (inputs) and
incremental output objectives came later. Since the program
horizon of AKRSP is from fifteen to twenty years, it can pursue
patiently the much longer-term institutional and social objectives
compared to the five- to six-year cutoff for funding in many
other projects (which leads to frenzied pursuit of physical targets
of construction and output and not enough attention to laying the
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institutional foundation for viable and self-reliant development of
the poor and small farmers).

4. The village programs (projects and activities) are planned from
below: villagers are the initiators and AKRSP is the participant.
The infrastructure projects, which act as catalysts for building the
VO, are identified by the villagers with assistance from AKRSP.
Later developments for which credit is supplied are similarly
b?sed on the villagers’ choice. Nothing is imposed upon the
village as part of an externally determined master plan or
blueprint, and, since villagers have to implement and maintain the
PPIs, the chosen projects are usually of very high priority. This
app_roach is almost the opposite of the one used in many other
projects, where a standard package of works and improvements
may be offered to rural communities or even implemented and
then offered with little consultation on a “take it or leave it”
basis. AKRSP does not treat the villagers as passive and even
reluctant recipients of what outsiders regard will best meet their
needs. All choices are made by the villagers through participation
at each stage to assure both efficiency and equity.

COSTS AND BENEFITS OF THE PROGRAM

We will make no attempt to conduct a cost-benefit analysis of the
program, but some interesting aspects of costs and benefits should be
highlighted, particularly for those skeptics who consider the program
too expensive for what it has done. Some of the studies recently
completed by and for AKRSP have estimated the economic returns of
selected program components and their impact on the life of rural
people in the program area, particularly in Gilgit where VOs were
formed in the first two years of AKRSP. Their tentative findings
clca_rly support the substantial and continuing benefits derived by the
participating rural households. Here we will highlight the progrdm
costs and the flow of benefits, only some of which can be quantified.
We want to stress the point that benefits should be assessed in relation
to the major objectives of the program.

We showed in the last chapter that, from 1983 to the end of 1990,
AKRSP had spent Rs.446 million on the development, capital, and
operating components of the program. We have excluded from the
total expenditure of Rs.529 million the amount (Rs.83.7 million) used
for the credit program. The credit component was neither spent for
nor given as PPI grants to the VOs; it was used by the VOs to meet
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their short- and medium-term needs for inputs and services, backed
by their collective savings and repaid to AKRSP with service charges.

From the breakdown of AKRSP’s total spending shown in Table
7.3, it is clear that over 50 percent of the costs were for activities and
projects that directly affected the productive capacity of the VOs and
their member households. The capital and operating costs (Rs.217
million) were for material and services used in implementing the
program. If we look at the amounts directly transferred to the VOs as
PPI grants and credit (Rs.256 million), for every Rs.100 of grant and
credit delivered by the program to the VOs, AKRSP used Rs.85 of
capital and operating expenditures. Compared to other rural develop-
ment projects, which are generally service-intensive, the proportion of
direct disbursements by AKRSP to the beneficiaries was very high.
Most of the operating costs (64 percent) were payments to the AKRSP
staff as salaries and benefits. The average program cost for each
beneficiary household in about eight years was Rs.7,352 (U.S.$334 at
the 1990 exchange rate); the cost per VO in the same period was
Rs.338,935 (U.S.$15,406). It should be noted that, even if we exclude
the human capital built for VOs through the training programs, over
one-third of the total cost of the program was left with the VOs in the
form of a productive infrastructure. The average cost per beneficiary
in the rural development projects—with a lifespan of six to eight
years—funded by the World Bank was nearly three times higher
(World Bank 1990). An important reason for the relatively low cost of
the program is that a major component of the program (i.e., PPI) is
constructed by the beneficiaries with locally purchased material and
technical support by AKRSP.

We can identify numerous benefits of the program. The most
important and visible achievements of the AKRSP experiment are the
1,385 VOs involving 63,565 households. The formation of VOs was
one of the major aims of AKRSP. The early signs of their viability
have emerged in various forms, including member participation in VO
activities, maintenance of PPIs, regular savings, formation of clusters,
acceptance of VO banking, development of new land, plantation of
forest and fruit trees, regulation of grazing and use of pastures, and

village planning. The important point in the formation of VOs is that

they can act as village-level institutions for enhancing the individual
and collective welfare of the rural poor. There is increasing evidence
that VOs will play a major role in this capacity by articulating the
village demands on the larger society and mobilizing resources for the
infrastructural projects in both the productive and social sectors. The
VOs have helped villagers raise their consciousness about their collec-
tive strength and resources and realize the benefits from cooperative
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behavior. A similar level of consciousness and strength has not been
developed in the WOs because the constraints on rural women are far
more numerous and serious. However, AKRSP through its women’s
program has made a beginning in creating better opportunities for
women to increase their discretionary income and participate in the
larger decision-making processes in the village. A major role for the
WOs seems to lie in developing social sector activities such as
sanitation, health care, and primary education.

Several of the program components and activities have created
direct economic benefits shared by all participating households. The
largest and a lasting source of the income stream in each village is the
PPI, that is, irrigation channels, link roads and protective works.
Considering the importance of irrigation water, a majority of VOs
have built a new irrigation channel or renovated an existing one to
improve the availability of water. The new water supply has had
several effects on the village: more water for the existing cultivable
area; expansion of cultivable area for use in field crops and plantation
of forest and fruit trees; increased effectiveness of inputs like seeds
and fertilizer; and new cropping patterns. All of the primary and
secondary effects on production translate into new income streams for
the households participating in the construction and maintenance of
the PPI. The rough estimate is that for each rupee invested in the PPI
the expected return ranges from Rs.6 to Rs.10.

The savings and loan component of the program has helped small
farmers in building equity capital and providing access to new inputs
through credit. The most important input made available through
credit was chemical fertilizer. Its use on major crops expanded
rapidly, and its impact on production was in the range of 30 percent
to 50 percent. Similarly, the introduction and spread of new seeds of
wheat in combination with fertilizer, in which AKRSP has played a
major role, created sizable additional gains in production and income.
Development of new land, facilitated by the availability of medium-
term credit, has allowed many VOs to plant crops and trees, making
additions to income, fuel, and fruits and assisting in the conservation
of resources and the environment. The related projects of plant nurs-
eries and orchards have introduced new income-earning enterprises
for both males and females. The credit program, based mainly on the
VO savings, has therefore played a major part in making inputs
accessible to all VO members and has opened new sources of income.
In discusing the role of credit, we should stress the fact that the VOs
had accumulated Rs.77 million in collective savings, which were used
as collateral for the credit (Rs.83.7 million) given to them through
AKRSP. The savings and loan component of the program is entering
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a new and exciting stage through the experiment in VO banking,
transferring to the VOs the responsibility for financing the individual
and collective investments in the village. These investments are
expected to create substantial direct and secondary income effects.

The various training programs, for both males and females, have
transferred a variety of skills to over 5,000 individuals, whose services
as managers and accountants help make the VOs more effective; they
introduce new technology packages and inputs; explore new sources
of inputs and resources; graft new technology; and find new markets.
The benefits of trained villagers in protecting plants and animals from
diseases and in spreading new technologies and inputs are not as
readily visible, except in specific services used by the VO members.
The disease prevention and control program for livestock and poultry,
mainly dependent on the village specialists, has prevented or saved
substantial losses in many VOs. Similarly, specialized skills in horti-
cultural crops and forestry have made a significant contribution to the
development of nurseries and orchards in the villages, with direct
impact on household income. Some of the new income-generating
packages—home-based poultry, forest and fruit nurseries, and vege-
table gardening—are in their initial stages of acceptance, although
their dissemination on a large scale seems imminent in view of the
already visible economic benefits for the individual households.

A significant but not easily quantifiable benefit of many of the
components of the program is their motivational and demonstration
effect. The one-time PPI grants from AKRSP have led to similar
infrastructural projects undertaken by the VOs from their own re-
sources: land development schemes, following the construction or
improvement of irrigation channels, were undertaken by the VO
households beyond the scope of the original plans by mobilizing
additional resources; new sources of inputs and new markets for
disposal of products were discovered and used after the initial experi-
ments with VO marketing; and rules of collective behavior were estab-
lished for management of the shared grazing grounds both inside the
village and in distant pastures. But these new activities were not
confined to the VOs. The clustering of VOs was designed to go
beyond the individual VO for managing and developing resources
and extending the demonstration effect on a regional basis. All of
these changes were direct results of the partnership of AKRSP with the
rural people in northern Pakistan.
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REPLICABILITY: SOME PROBLEMS AND EVIDENCE

We have shown that the AKRSP model is broadly based, flexible,
and carefully crafted. The model has now been refined and docu-
mented, and the program has effectively spread over three districts
with success under different managements. We think we have provided
reasonably good evidence of its suitability and effectiveness for rural
development. It can be fairly widely replicated, provided certain pre-
requisites are in place. The circumstances of small and poor farmers
are similar in most regions of the world. They are isolated, constrained
by resources, and receive little or no support from the major institu-
tions of the society. The real question is whether the prerequisites can
be met.

In many underdeveloped countries, perhaps the most important
factor would be the role of government institutions in the effective
implementation of the AKRSP-type model. In this respect, two sets of
policies are required. The first relates to the macro policy environ-
ment affecting the agriculture sector in general and small farmers in
particular. The second relates to the provision of rural development
institutions and programs. The macro policies of the government
should not discriminate against agriculture, for example, by main-
taining an overvalued exchange rate, high export taxes, maintaining
artificially low food prices, or by maintaining inefficient distribution
channels for inputs and products. Similarly, policies that maintain
poor services for the rural sector, including inadequate physical and
social infrastructures such as roads, education, health care, and agri-
cultural research and extension, provide no incentive to the farmers. A
supportive, largely noninterventionist, macro policy environment
would be a minimum prerequisite for the success of an organizational
model for rural development.

AKRSP has operated in northern Pakistan even with some of the
macro policy constraints. It must be added though that governments
—elected representatives and civil servants—were generally supportive
of the AKRSP efforts. The initiative was almost always AKRSP’§"in
making contacts and establishing linkages, even if they were not
formally recognized or regularly practiced. The problem AKRSP has
had in the areas with program interventions that are dependent on
government services suggests a potentially serious constraint on the
replication of the program. For example, the absence of an agri-
cultural research and development support system has been a serious
handicap in making appropriate technology packages available to
small farmers. AKRSP has had, in effect, to establish its own agricul-
tural development program, which was costly and not very effective.
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An important consequence of the formation and development of VOs
is that they are attracting the attention of the state and parastatal
agencies, particularly in providing the costly and large infrastructural
projects.

The second policy issue is far more complex and problematic,
because it raises the question of sponsorship and implementation of
the organizational model itself. AKRSP has developed a workable
model and an effective method for its implementation. Are govem-
ments capable of undertaking similar programs of rural development?
In principle the answer is yes. But the evidence, at least in the Indian
subcontinent, is overwhelming that the government-sponsored/imple-
mented projects or programs for rural development did not work
because the conceptual approach was not participatory and the
management system was inflexible.2 Even the representative and
elected system of Local Councils—including the village panchayats in
India—have proved to be incapable of adopting the organizational
model. The main reason for their failure was not a paucity of
resources but a failure to develop and strengthen the village-level
institution as a viable channel for delivery of resources to the villagers.
Like the government programs, they did not rely on the participatory
approach and act as the support system, but were distant and in-
flexible. They did not accept the primacy of the village as a unit of
decision making but used the village votes to represent the villagers’
interests without their participation. The success of the organizational
model is premised on the continuous involvement of every small and
poor farmer with the outsiders acting as catalysts, conditions that are
usually absent from the conventional projects or programs no matter
who implements them.

The experience is that only independent and flexible agencies or
institutions can adopt and effectively implement the model on which
the AKRSP experiment is based. Governments can and should provide
(a) a favorable macroeconomic environment, including the institu-
tional framework, consistent with the aims of the program and (b)
resources or services that assist the village-level institution in the
development process (e.g., public goods beyond the means of the
village communities and the support organization). What the support
organization also needs are a long-term institutional commitment,
adequate sources of funding at least in the initial stage, and autonomy
from the day-to-day control by the government or any other sponsor.
Successful government-sponsored rural development programs can be
run by autonomous yet accountable parastatal bodies with carefully
crafted institutional development strategies (World Bank 1988). This
applies equally to the system of elected Local Councils where they
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exist and are used to implement the organizational model. The gov-
emment’s responsibility in this case would be to provide the necessary
legial_ and institutional arrangements or make adjustments in the
existing ones. Some thought has been given to this important aspect in
Pz!kllstan since 1986, expressed in the Report of the National Com-
mission on Agriculture in 1988, but no definite legal and administra-
tive framework has so far emerged to facilitate a nationwide approach
to rural development using the AKRSP model.

. The AKRSP experiment in northern Pakistan has generated much
interest in the application of its approach on a regional and even
natl'onal basis in Pakistan. This is partly reflected in some of the
pohcy_documems and statements of the governments in Pakistan, at
least since the publication of the Report of the National Commission
on Agriculture in 1988. However, the more immediate and important
ev1df§nce of its replication already exists in the form of what can
genuinely be called the AKRSP clones. The first was initiated in the
N.W.F.P. in 1987, when the provincial government decided to create
an autonomous NGO—the “Sarhad Rural Support Corporation”
(SRSC). With the initial financial support of the government and
USAID, SRSC began its work in early 1990 in two districts (Kohat and
Charsada) of the province. The second program—the “Pakistan Rural
Suppo_rt Project” (PRSP)—was set up on a smaller scale in 1989 in
one district (Sialkot) of the Punjab by a member of the National
Assembly. The initial funding for PRSP was provided by the govem-
ment from its budget for the much-publicized “Peoples Program.”
In both cases, the AKRSP management and professionals have been
cIos_cly involved from the beginning in providing advice and training.
Bcsndes these AKRSP clones, the bilateral German assistance program
in Baluchistan—the “Pak-German Self-Help Project” that began in
1984—recently decided to introduce the AKRSP approach and
consequently sent its staff for training to AKRSP. Similarly, the IFAD-
ADB-funded multilateral project in the N.W.F.P.—the “Chitral Area
Development Project”—has adopted the AKRSP model for its major
components and has kept the AKRSP management and staff involved
in its implementation almost since its beginning in early 1989. All of
these attempts, using in part or whole the organizational model of
AKRSP, are practical examples of the lessons AKRSP offers for a
rural development program that works.
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NOTES

1. The organizational structure of AKRSP is shown in Figure 8.1 and the
distribution of its management, professional, and support staff is given in Table

8.1.
2. Take the examples of grand failures from Pakistan alone, such as the

Village AID program in the 1950s and 1960s; the Integrated Rural Development
Program and the Peoples (Rural) Works Program in the 1970s; and the Peoples
Program in the late 1980s.

Table 8.1
The AKRSP Professional and Support Staff, 1990
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Glossary of Terms in Figure 8.1

Sections in Head Office: Management Group

Soc. Org. - Social Organizer
W.LD. - Women in Development
Engg_ - Engineﬂring i
C.LD. - Commercial and Industrial Development
H.R.D. - Human Resource Development
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