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NOTES FROM THE EDITOR-IN-CHIEF 
 

Nikhila Gill1 
 
Thank you for your continued support for the Asian 
Journal of Public Affairs (AJPA). This student-run journal 
continues to grow and this publication constitutes its 
twelfth issue. This edition highlights the AJPA team’s 
never say die spirit, and includes some thought-provoking 
commentaries, articles and book reviews from across the 
region. 
 
The theme for the commentaries in this issue, Asia in 
Transition, was chosen by the team to highlight the 
changing economic, social, geopolitical and 
environmental conditions across the region. India has 
recently elected a new government that has raised several 
questions about its shifting socio-cultural stance, Thailand 
has undergone yet another military coup and the ritual 
burning of forests in Indonesia to create palm-oil 
plantations continues to have created serious 
environmental threats. These are just some of the issues 
that highlight the shifting landscape in Asia and we 
believe in this global age of interdependence, what 
happens in one part of the continent has knock-on effects, 
which make it important to discuss.  
 
Jessica Gordon and Pradeep Kurukulasuriya of the UNDP 
examine how country systems in least developed 
countries and other developing nations can be continually 
strengthened to ensure that these countries can 

                                                        
1 Nikhila is a development consultant based in South East Asia with 
interests in access to public health, especially in times of disaster and 
conflict. 
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independently, efficiently and effectively manage climate 
financing. Namrata Chindarkar of NUS examines India’s 
ruling party, Bharatiya Janata Party’s, election manifesto 
and finds that for a document that has supposedly been 
developed based on suggestions by citizens, concrete 
policy proposals are lacking. Rohan Mukherjee of 
Princetion discusses Asia’s the modes of inter-state 
economic engagement in Asia, weighing each against the 
strength of interdependence they foster.  
 
The articles examine a broad range of topics submitted by 
graduate students across the world focused on public 
policy in Asia. Khyati Malik performs a sector-wise 
analysis of the energy consumption and emissions data in 
India and provides practical solutions to curb emissions. 
Larrisa Paschyn investigates the implications of non-point 
source pollution from excessive chemical fertilizer use in 
China and discusses market incentives to limit its overuse. 
Ayush Prasad examines the financial and organizational 
restructuring of agriculture in India with a focus on the 
reasons underlying low labour productivity. Ida Marie 
Pantig discusses on the strategies that the Philippines 
government can use to make the most of the country’s 
demographic dividend. Kashif Mumtaz has written a case 
study on civil society, non-government organizations and 
democratization in Pakistan, arguing that NGOs are 
ineffective in bringing about significant change in 
Pakistan’s democratization.   
 
The publication of this journal reflects the collective effort 
of the editorial team, without whose commitment this 
issue would not have come to fruition. I would also like to 
thank the LKY School for its continued support. Please 
visit www.ajpajournal.org for past issues of the journal. 
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We hope you enjoy reading this issue as much as we 
enjoyed putting it together. Happy reading! 
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Meeting the Challenges of Climate Change in  
Asia’s Development Transition: Supporting Countries 

to Strengthen Their Systems to Attract, Manage and 
Catalyze Finance for Adapting to Climate Change 

 
Jessica Gordon* and Pradeep Kurukulasuriya** 
 
Climate change is the most pressing issue of our time.  
While once considered an environmental issue situated in 
environmental ministries, it is now accepted as a 
development issue.  In the recent IPCC Fifth Assessment 
Report, Asia is expected to experience water scarcity, 
declines in agricultural productivity, increased coastal 
flooding and droughts with subsequent repercussions on 
food security, water access and public health.1  Given 
these impacts, addressing climate change requires 
engaging in a whole-government approach through the 
integration of climate risks into development planning.  
 
    The United National Framework Convention on 
Climate Change (UNFCCC) recognizes the need to 
integrate climate risks into planning and has developed 
the National Adaptation2 Plan (NAP) process.  

                                                        
* Researcher, United Nations Development Programme 
(jessica.gordon@undp.org) 
** Head- Climate Change Adaptation, UNDP-GEF, United Nations 
Development Programme (pradeep.kurukulasuriya@undp.org) 
1 IPCC. 2014. “Volume II: Regional Aspects.” In Climate Change 
2014: Impacts, Adaptation and Vulnerability. Cambridge, UK: 
Cambridge University Press. 
2 Climate change adaptation is defined as “adjustments in human and 
natural systems, in response to actual or expected climate stimuli or 
their effects, that moderate harm or exploit beneficial opportunities. 
IPCC. 2007. “Summary for Policymakers In: Climate Change 2007: 
Impacts, Adaptation and Vulnerability. Contribution of Working 
Group II to the Fourth Assessment Report of the Intergovernmental 
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Established under the Cancun Adaptation Framework in 
2010, NAPs provide a means for countries to adjust 
existing national and sectoral development planning 
systems to address climate risk and opportunities in the 
medium- and long-term.  This includes incorporating 
adaptation funding into annual budgeting processes and 
monitoring systems.  It is a continuous, progressive and 
iterative process, which follows country-driven, gender-
sensitive, participatory and fully transparent approach.3  It 
has been designed to respond to country needs and fit 
within existing systems, ensuring that efforts are not 
duplicated.  
 
    The United Nations Development Program (UNDP) is 
working with partners, including the United Nations 
Environment Programme, to support countries to develop 
NAPs.  In February 2014, policymakers and technical 
officials from nine Asian Least Developed Countries 
(LDCs) - Afghanistan, Bangladesh, Bhutan, Cambodia, 
Timor-Leste, Lao PDR, Myanmar, Nepal, and Yemen 
attended training in Pattaya, Thailand on NAP 
development.  This training facilitated a regional 
exchange and provided technical support for countries to 
advance their NAPs.  
 
    Significant work has already occurred across the region 
to integrate climate change risks into policy processes.  
Cambodia has developed a national climate change 
strategy and plan.  Additionally, it has translated these 

                                                                                                            
Panel on Climate Change”. Cambridge, UK: Cambridge University 
Press. 
http://www.ipcc.ch/publications_and_data/ar4/wg2/en/contents.html 
3 UNFCCC. 2010. Report of the Conference of the Parties on Its 
Sixteenth Session, held in Cancun from 29 November to 10 December 
2010. Decision FCCC/CP/2010/7/Add.1 
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policies to respond to localized impacts, through 
integrating climate impacts into their subnational 
development planning processes.  Similarly, Nepal has 
also integrated climate change adaptation activities into 
local and national level planning.  China has developed a 
National Adaptation Strategy, which was produced by 
nine key ministries and includes priorities, guidelines and 
principals for adaptation.     
However, there is still much to be done and countries are 
still facing significant challenges to integrate climate risks 
into planning.  According to consultations with 
government officials, these include limited technical 
support, financial support, capacity, stakeholder 
coordination and community engagement.  There is still a 
gap in the knowledge on climate change across 
government offices.  This includes an understanding of 
the costs of climate impacts, interventions and options for 
adaptation.  Countries face information gaps on 
vulnerability and how to address it, an important feature 
of adaptation policy development that ensures that the 
needs of those most at risk are met.  
 
    Access to financing at the global level is an onerous 
task and its future it is still unclear. A number of funds 
such as the Least Developed Country Fund and Special 
Climate Change Fund, both managed by the Global 
Environmental Facility, are having a tremendous impact 
on improving adaptive capacity and/or reducing 
vulnerability. However, public finance alone, be it from 
donor countries or from tax receipts at the domestic level, 
will not be sufficient to address the scale of adaptation 
that will be required in developing countries. Countries 
will need to start taking purposeful measures to combine 
and sequence multiple sources of funds including, most 
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importantly, catalyzing the private sector and private 
sources of finance.  
 
    The latter requires a strong need to create a business 
case for actions that have adaptation benefits. The private 
sector, meaning not just large corporations but across the 
spectrum from individuals to collectives to small medium 
enterprises to large corporations who make decisions in 
their own self-interest or that of their collective (eg. 
community) must be incentivized and effectively 
supported to safeguard existing businesses, move into 
new business areas and/or develop supply chains under 
conditions of a changing climate regime. Public policy 
has an important role to play, even if public money alone 
will not be sufficient to manage issues at scale. 
Governments have a decisive role in incentivizing private 
actions, at scale, through reducing risks, removing barriers 
and creating an enabling environment.  
 
    In order to achieve sustainable adaptation to the current 
and future changing climate, country systems in LDCs 
and other developing nations need to be continually 
strengthened so that these countries can independently, 
efficiently and effectively manage climate financing. This 
includes the collection of financial, procurement, 
administrative, planning, implementation, monitoring and 
evaluation processes that are used in combination within 
countries – particularly by their governments - in order to 
administer climate change adaptation related policies, 
plans, programs/projects, budgets and, ultimately, results. 
The process by which more strategic and longer-term 
investments are planned and prioritized has emerged as an 
area in need of strengthening. As countries are 
progressing in the delivery of initial results on urgent 
adaptation actions, they are discovering the need to shift 
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gear towards thinking about medium- and long-term 
priorities while simultaneously addressing “urgent and 
immediate” needs. This requires systemic changes to 
make development planning and budgeting more climate 
responsive. The support provided by UNDP, and its 
partners, to countries on their National Adaptation 
Planning process is therefore of paramount importance. 
 
    UNDP is responding to this challenge by helping 
catalyze financing to allow countries to undertake this 
important work.  It is also working to strengthen 
capacities to directly access funding and building public 
and private capacity to develop fundable programs.  As of 
February 2014, UNDP has supported developing 
countries to access more than $790 million in grant 
financing from the GEF managed Least Developed 
Countries Fund and the Special Climate Change Fund, the 
Kyoto Protocol’s Adaptation Fund as well as bilateral 
donors such as Canada, Germany, Japan and Australia. 
Over the same period, UNDP has supported countries to 
leverage over $2.5 billion in co-financing for adaptation, 
much of it domestic and international development 
finance.   
 
    Much work needs to be done to ensure that countries 
will be able to plan and implement climate resilient 
development strategies.  As Asia’s transition continues, it 
is essential address climate change in an integrated 
manner in order to secure the significant development 
gains and protect livelihoods for the most vulnerable.  
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The BJP Manifesto: What is means for social policy? 
 

Namrata Chindarkar* 
 

As I write this, the 2014 general elections in India are well 
beyond the halfway mark. If opinion polls are indeed an 
indication of actual election outcomes, this election may 
belong to the Bharatiya Janata Party (BJP) and its prime 
ministerial candidate Narendra Modi. While the BJP has 
been riding the wave of Modi’s successful Gujarat growth 
story, what does his growth-oriented approach mean for 
social policy?  
    In the run up to the Indian elections, two sets of 
eminent economists published books which inadvertently 
led the debate on the social policy approaches of the two 
leading parties. On one side were Jean Dreze and Amartya 
Sen supposedly reflecting the Congress Party ideology, 
and on the other were Jagdish Bhagwati and Arvind 
Panagariya supposedly reflecting the BJP, or more 
specifically, Modi’s ideology. In what became popularly 
known as the Sen-Bhagwati debate, Sen argues that 
economic growth should not be viewed as an end in itself. 
Growth, he believes, is a necessary means to achieve 
greater human development. Sen supports large-scale, 
government funded, entitlements-based and redistributive 
policies. 
    Bhagwati on the other hand believes that growth in 
itself is sufficient to achieve social policy goals of 
reducing poverty and inequality. He proposes a two-stage 
growth approach. He calls the first stage “unfinished 
reform agenda of the early 1990s”, which includes further 

                                                        
* Assistant Professor, Lee Kuan Yew School of Public Policy, NUS 
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trade liberalization, labor market reforms, and opening up 
even the controversial retail sector. The second stage is 
where returns generated from the first stage reforms are 
spent on education, health, and social security. His core 
argument is that the second stage should not take priority 
over first stage reforms, which is what he argues Sen 
supports. Without adequate means to spend, social 
expenditure can only be superficial. 

In practice, is BJP’s social policy ideology 
reflected by Bhagwati’s arguments? Or are BJP’s social 
policies path dependent on the ruling party’s ideology? To 
examine this, I deconstruct the 2014 election manifesto of 
the BJP. Unsurprisingly, the BJP manifesto emphasizes 
on the widely acknowledged “decision and policy 
paralysis”, “poor governance”, and “poor delivery” of the 
ruling government. The BJP claims that public service 
delivery suffers from the “last mile” problem where the 
country has schools and hospitals but no staff to deliver 
the services.  

On several fronts, the BJP almost echoes the 
rights-based social policy ideology of the Congress party. 
It advocates “universal food security” and claims that the 
right to food will be implemented full-scale in a 
corruption-free manner. Further, it also states that right to 
education will be strengthened by expanding it to 
universalizing secondary education. Education is the only 
social policy area where the BJP sets an expenditure 
target of 6% of GDP as well as the only where it states 
that it would encourage private sector participation.  

For healthcare, the BJP proposes “National Health 
Assurance Mission” with an aim to provide universal 
healthcare and reduce out-of-pocket expenditure. The 
weakest social policy area in the manifesto is social 
security. It states that “It is in our culture to help the aged, 
the weak and the helpless. We have to retain this”.  Social 
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protection for the elderly takes the form of tax incentives, 
employment opportunities, and increase in the number of 
old-age homes. The manifesto alludes to pensions for 
laborers in the unorganized sector and armed forces. 
However, it does not propose any concrete social security 
reforms. Even if we were to assume that BJP’s social 
policy ideology resonates with Bhagwati’s two-stage 
approach to growth, the manifesto does not state policies 
for further trade liberalization and clearly excludes the 
retail sector from foreign direct investments. 
For a manifesto that has supposedly been developed based 
on suggestions by citizens, concrete policy proposals are 
lacking. As you read it, you constantly ask yourself the 
question, “That is fine but how exactly or what exactly 
would be done?” Whether this is because the BJP believes 
that the proof of the party’s commitment to social policy 
reforms lies in the success of its prime ministerial 
candidate in Gujarat or whether it wants to steer clear of 
future accountability is debatable. For all the anticipation 
and the overwhelming support for the BJP in the opinion 
polls it should have adequately at least addressed the key 
social policy issues below. 

First, the specific “best practices” that are needed 
to reform the public distribution system (PDS) should be 
made clear given the whopping budgetary allocation 
towards the right to food bill. The state of Chhattisgarh 
serves as a successful model here. The key reforms it 
implemented were increasing the number of fair price 
shops (FPSs) by allowing village governments, 
cooperatives, self-help groups, and forest protection 
committees to operate FPSs and disallowing private 
dealers; procuring grains directly from local farmers in the 
state at the minimum support price (MSP); and expanding 
the list of households that were eligible for PDS. To 
increase transparency in the targeting mechanism, the 
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state computerized the records of all households living 
below the poverty line and publicly displayed the lists of 
those receiving PDS grains. 
Second, improvement in teacher salaries might be able to 
attract more people into the teaching profession. 
However, a bigger problem facing government schools, 
especially in rural areas, is teacher absenteeism. Even 
with teachers in public schools receiving sixth pay 
commission wages, teacher absenteeism prevails. There is 
a need to link teacher salaries and tenure with student 
learning outcomes. 

Third, while reducing out-of-pocket health 
expenditure is an urgent policy concern, it is important to 
highlight the specific delivery systems that are necessary 
to achieve affordable and accessible healthcare. This 
could be a mix of public and private healthcare providers. 
A 2012 study estimates that universalizing healthcare 
would amount to nearly 3.8% of GDP as public healthcare 
expenditure, which is well above the 2.5% of GDP target 
set in the 12th five year plan (2012-2017). 

And finally, social security reforms are needed for 
provident fund and the employee pension scheme. Re-
thinking the mandatory 12% employee provident fund 
contribution and giving employees the choice to select 
their pension and insurance programs must be a priority. 
Further, it is anticipated that the ageing population in 
India is likely to increase to about 14% from the current 
9% over the next decade. It is crucial that social security 
schemes accommodate these demographic changes. 
If the BJP is indeed elected into the government, it is 
critical that it spells out clearer social policy goals and 
holds itself accountable for its policies.  
 
 
 

ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1



 

 
 

References 
Bhagwati, Jagdish. (2011) Indian Reforms: Yesterday and 
Today. In: Pradeep S. Mehta and Bipul Chatterjee (eds.) 
Growth and Poverty: The Great Debate. 
Bhattacharya, P. (2013) Everything You Wanted to Know 
About the Sen-Bhagwati Debate. Live Mint, July 20. 
Krishnamurthy, P. et al. (2014) The Impacts of Reforms to 
the Public Distribution System in India's Chhattisgarh on 
Food Security, Economic Research Report No.164, 
United States Department of Agriculture. 
Prinja, S. et al. (2012) The Cost of Universal Health Care 
in India: A Model Based Estimate. PLoS ONE, 7(1), 1-9. 
Sabharwal, M. (2014) A Toxic Employment Benefits 
Regime. The Indian Express, February 10. 
Sen, Amartya. (2011) Growth and Other Concerns. In: 
Pradeep S. Mehta and Bipul Chatterjee (eds.) Growth and 
Poverty: The Great Debate. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1



 

 
 

What can economic interdependence do for Asia? 
 

Rohan Mukherjee* 
 
In a short essay published in 2000, Aaron Friedberg noted 
that for the first time in the modern era, Asia is emerging 
as “a cluster of strong, prosperous, independent nations 
dealing intensively and continuously with one another in 
diplomatic, strategic and economic matters.” Did this 
mean that Asia would follow pre-1945 multipolar 
Europe’s path to war and self-destruction?  Or would 
Asia—fundamentally different from Europe—somehow 
discover the basis for lasting peace?1  
 History provides sufficient reason for pessimism 
about future conflict in Asia.  Between 1946 and 2007, 
Asia—including East, Central (minus Russia), South, and 
the Middle East, or West Asia—was home to 66 percent 
of interstate wars and 95 percent of combat deaths in such 
wars.2  This statistic presents a stark contrast to the 
century prior to 1945, when Europe and the Western 
hemisphere dominated the war ledger.  The record in the 
case of intra-state or civil wars is similar.  Between 1946 
and 2007, Asia accounted for 43 percent of such wars and 
56 percent of the combat deaths in these wars.3  It 
becomes evident that the locus of geopolitical competition 
and great-power politics has shifted steadily eastward in 

                                                        
* Visiting Fellow, United Nations University; PhD Candidate, 
Princeton University 
1 Aaron L. Friedberg, “Will Europe’s Past Be Asia’s Future?” 
Survival, 42:3, Autumn 2000, 147-159. 
2 Computed from the Correlates of War project. Data available at 
www.correlatesofwar.org.  
3 These figures exclude the Chinese and Taiwanese civil wars of 
1947-49, which alone account for 52 percent of battle deaths if 
included. 
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the course of the 20th century.  Indeed all of the United 
States’ wars since 1945, with the exception of Kosovo in 
1999, have been fought in Asia. 
 In some respects, Asia’s place as a site of 
considerable military conflict in the late 20th century is an 
artifact of the Cold War, a time that saw more wars on 
average per year and more external interference in Asian 
politics compared to the post-1989 world.4  It is possible, 
therefore, that the world today is fundamentally different 
in the ability of countries to enjoy relatively peaceful 
relations.  Less optimistic observers point out that China’s 
late 20th-century “calculative” grand strategy5 designed to 
facilitate a peaceful rise is giving way to a more assertive 
stance.6  Others highlight the potential for the United 
States to make missteps in Asia that might lead to war.7  
Many analysts have thus predicted conflict between the 
United States and China, China and Japan, or China and 
India in coming years.   
 The actions of great and rising powers will 
undoubtedly be critical for Asia’s future, but there are 
other material factors operating between countries that 
might mitigate the impetus for future conflict.  Prominent 
among these factors is economic interdependence, or the 
manner in which economic relations between countries 
ensure that events in one country become contingent on 
events in another country, and vice versa, thus limiting the 

                                                        
4 Between 1990 and 2007, Asia’s share of wars—44 percent—was the 
same as Europe and the Western Hemisphere combined. 
5 Ashley J. Tellis and Michael D. Swaine, Interpreting China’s Grand 
Strategy: Past, Present, and Future (Santa Monica: RAND, 2000). 
6 For a summary of this debate, see Alastair Iain Johnston, “How New 
and Assertive Is China’s New Assertiveness?” International Security, 
37:4, Spring 2013, 7-48. 
7 Steve Chan, China, the U.S., and the Power-Transition Theory: A 
Critique (New York: Routledge, 2008). 
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policy autonomy of both countries.8  All else being equal, 
military conflict between two countries is likely to 
severely attenuate their economic relations.  The less 
substitutable these relations, the more likely countries are 
to try and avoid military conflict.  The logic of 
interdependence suggests that the future of Asian stability 
hinges on the ability of countries to develop the types of 
economic relations that are costly to disrupt. 
 There are broadly four modes of inter-state 
economic engagement in Asia: trade, investment, aid, and 
cross-border production.  These channels vary in the 
strength of the interdependence they foster.  Aid is clearly 
the least likely to create any sort of binding commitment 
between nations.  Although interdependence may exist 
between recipient and donor, both parties are generally 
able to replace aid with other policy instruments in a 
pinch.  Nonetheless, aid often constitutes an expression of 
diplomatic interest, friendship, or support; the channels of 
collaboration and communication that accompany a 
thriving aid relationship can be useful in times of crisis. It 
bodes well then that Asian countries have steadily 
increased the amount of aid they provide to other Asian 
countries.  Between 2000 and 2011, this figure amounted 
to USD 167.3 billion.9   
 Trade is more likely to promote interdependence 
between nations and thereby constrain them toward peace 
in times of crisis.  This is particularly the case if the 
products and services traded are specialized to a degree 
that makes them difficult to replace.  The Asian economic 

                                                        
8 For an extensive treatment of this concept, see Robert O. Keohane 
and Joseph S. Nye, Power and Interdependence (Boston: Addison-
Wesley, 1977). 
9 Computed using data from M. J. Tierney et al, “More Dollars than 
Sense: Refining Our Knowledge of Development Finance Using 
AidData,” World Development, 39(11), 2011, 1891-1906. 
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miracle since the 1970s has largely been based on 
increasing openness to trade, a phenomenon that has led 
to a degree of interdependence even between the United 
States and China.10  Since the end of the Cold War, Asian 
countries have steadily expanded their trading 
relationships with each other.  In 2013, Asia’s product 
imports from Asia accounted for 63 percent of Asia’s total 
product imports, and Asia’s product exports to Asia 
accounted for 60 percent of Asia’s total product exports.11  
In this regard, Asia is second only to Europe, whose 
corresponding shares were 67 percent and 70 percent 
respectively.12  Despite this impressive comparison, the 
bulk of trade in Asia occurs between countries in East and 
Southeast Asia.  South Asia, Central Asia, and the Middle 
East remain poorly integrated as stand-alone regions.  
This is an important disparity that attenuates the effect of 
trade-induced interdependence when considering Asia as 
one geopolitical unit. 
 Trade is still a relatively tenuous channel of 
interdependence, given the competitiveness of global 
markets and the mostly low-tech (i.e. substitutable) 
products traded between developing countries, of which 
there are many in Asia.  In comparison, direct (not 
portfolio) investment is a surer way of fostering 
interdependence.  When a firm in one country makes 
greenfield investments in another country or purchases 
equity stakes in firms of another country, a more concrete 
interest is created (depending on the size of the 
investment) that is harder to disrupt in times of crisis.  In 

                                                        
10 Wayne M. Morrison and Marc Labonte, “China’s Holdings of U.S. 
Securities: Implications for the U.S. Economy,” CRS Report for 
Congress, RL34314, August 19, 2013. 
11 Computed from the Trade Map of the International Trade Centre 
(based on UN COMTRADE data): www.trademap.org.  
12 Ibid. 
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2012, Asian countries themselves accounted for 45 
percent of the approximately USD 5.4 trillion stock of 
FDI in Asia (the comparable figure for Europe investing 
in Europe was 73 percent).13  Again, regional disparities 
are hidden in this figure, with East Asia investing 
significantly more in its own region compared to South, 
Central, or West Asia in their respective regions.   
 When compared to aid, trade and investment, 
cross-border production networks—a relatively new type 
of economic relationship—constitute one of the strongest 
forms of economic interdependence in the world today.  
These networks, operated mostly by large multi-national 
firms, take advantage of advances in information and 
communications technologies to horizontally segment 
their supply chains across multiple geographies, mostly at 
the regional level, thus profiting from the respective 
comparative advantages of different economies while also 
creating less substitutable forms of economic integration 
between nations.14  The most obvious example of a state 
that has benefited from these types of networks, and has 
also been drawn closer to its neighbors as a result, is 
China.  East and Southeast Asia have benefited as a result, 
but other parts of Asia remain strangers to this new form 
of engagement, primarily due to the lack of adequate 
infrastructure and economic complementarities, and the 
presence of political obstacles especially in South and 
West Asia. 
 Thus if we accept the postulate that growth in 
certain forms of economic interdependence is likely to 
dampen the impulse toward conflict in Asia (all else being 
                                                        
13 The International Monetary Fund’s Coordinated Direct Investment 
Survey (http://cdis.imf.org/).  
14 Devesh Kapur and Manik Suri. “Geoeconomics versus Geopolitics: 
Implications for Asia,” in N. Kaur and N. Singh ed., Handbook of the 
Economics of the Pacific Rim (Oxford University Press, 2014). 
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equal), then three broad observations emerge from the 
brief survey above.  First, Asia is clearly a variegated 
geopolitical unit with diverse economic and political 
constraints.  The beneficial effects of interdependence are 
likely to be felt in some parts earlier and more intensely 
than others.  In order to ensure a more even spread, 
policymakers must capitalize on opportunities to better 
integrate regions such as South and Central Asia, and 
even the Middle East.  Second, not all forms of 
interdependence are equal, and the ones with the most 
potential also require the greatest public investment in 
terms of physical infrastructure, human capital, and 
domestic order (even the rule of law).  Thus although 
trade, investment, and production are driven largely by 
private actors, the state in Asia has a major role to play by 
creating the necessary public goods for economic 
interdependence to emerge.   

Finally, economic interdependence is a necessary 
but insufficient condition for future peace in Asia.  There 
are a host of factors—including territorial disputes, 
nationalism, and miscalculation—that might lead to war 
in the future.  While deepening webs of economic 
linkages may not prevent such occurrences, they are a 
precondition for the type of growth and prosperity that 
might dampen the impact of crises and under some 
circumstances even preclude them.  As noted by Larry 
Summers in a recent speech on whether the year 2014 will 
resemble 1914 in its propensity for a worldwide military 
conflict, “economic success does not assure peace, but 
economic failure and disintegration almost assures 
conflict.”15  Asia’s leaders have much to gain from 

                                                        
15 Larry Summers, “Will 2014 end up like 1914?” The World Post, 
April 22, 2014. 
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building the types of economic relationships that provide 
the most reliable insurance against conflict. 
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Global Climate Change Governance & 
DomesticPolitics: India’s Changing Role 

 
Khyati Malik* 

 
Abstract 
International efforts to curb carbon emissions have failed 
miserably, as is evident from the ever-increasing rise in 
the global carbon emission rate. Developing countries 
exempt themselves from committing to reduce emissions 
by citing that developed countries have been historical 
polluters. Developed countries take the position that rising 
emissions is a global issue and should be curbed by all 
countries together. Recently, however, India is becoming 
a more responsible and active international player by 
committing to stricter emission norms for itself. In this 
paper, I analyse the evolution of India’s stance in 
domestic and international climate policies over time and 
the political and geographical drivers responsible for it. I 
compare India’s emission trends in the last 30 years with 
other major economies to show that besides China, India 
stands poorly in terms of overall emissions and emission 
rate. This suggests that India needs to take significant 
steps to curb its emissions at levels comparable to other 
economies. Hence, India’s more responsible stance on 
controlling carbon emissions should be welcomed as a 
step in the right direction. I perform a sector-wise analysis 
of energy consumption and emission data of India to 
propose policy recommendations to curb emissions. 
Specifically, I suggest moving away from a centralized 
coal-based power sector to a decentralized power sector 
based on a mix of renewable and alternate locally 
                                                        
* Sciences Po, Paris 
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available fuels. In order to fulfil its household and 
industrial energy needs, India, being agriculture-
dominated country, can utilize agricultural by-products 
such as Gobar gas and bagasse based fuels instead of 
fossil fuels. In the transportation sector, India should 
focus on developing less expensive and less polluting 
high speed ground transportation rather than aviation.  
 
Introduction 
Rising greenhouse gas (GHG) emissions because of 
human activities can have a profound impact on global 
climate (Walther et al. 2002, Raupach et al. 2007, 
Solomon et al. 2009). GHGs capture infrared radiations 
from sunlight causing global warming. Stabilizing the 
concentrations of GHG would require a collaborative 
international effort. However, the most contentious issue 
in the debate on climate change is the perceived divide 
between the interests and obligations of developed and 
developing countries (Stewart et al. 2009). The 
developing (or so called Annex 2) countries are pushing 
for “common yet differentiated responsibilities”, with an 
aim to exempt them from making significant climate 
policy changes. On the other hand, the developed (or the 
Annex 1) countries are pushing for policies with a stance 
that the future emission trends should be curbed by all 
countries together (Lim et al. 2005). The steadfast 
resistance of developing countries to the idea of limiting 
their emissions has led to the claims that these countries 
are not doing their fair share (Jeffrey et al. 1999). In 
response to these claims, developing countries often point 
out that most developed countries have failed to reduce 
emissions to the levels pledged under the Kyoto protocol 
(Victor 2004). On the other hand, it is argued that an 
initiative to reduce GHG emissions only by the developed 
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countries would lead to a significant relocation of energy 
intensive production to the developing countries, which 
in-turn would lead to an overall increase in the global 
GHG emission levels (Babiker 2005). The festering of 
differences among countries has led to a deep mistrust 
between the developed and developing countries. This 
raises the question: is the international community is 
capable of crafting an effective response towards the issue 
of climate change? (Helm 2008, Stewart et al. 2009)  
 So far, the objective of India’s negotiation strategy 
on climate change policies has been to ensure that the 
climate regime evolves in a manner consistent with the 
principle of differentiated responsibility (Massai 2010). 
With this strategy, India had limited international 
commitments with respect to emission control policies. 
However, in the last few years there has been a broad 
political shift in India’s approach. Besides adopting a 
comprehensive domestic climate change program, it is 
becoming strategically important in global climate 
negotiations. It is, thereby, earning itself the reputation of 
a ‘deal maker’ rather than being portrayed as an 
obstructionist (Michaelowa et al. 2012). This 
transformation of India’s stance resonates with its 
aspirations, which relate to overcoming various 
developmental challenges including its intense 
vulnerability to the impact of climate change, energy 
security, energy access issues and enhancing its 
international stature in the global governance scenario 
(Michaelowa et al. 2012). Although, emissions in India 
continue to rise, there has been a drop in the growth rate 
of emissions (Chandler et al. 2002). However, it still 
remains to be seen if India can undertake actions on 
climate change without sacrificing economic growth or 
developmental goals. In addition, its capability to break 
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the climate deadlock formed between emerging and 
advanced countries will be tested.  
 That said India’s changing stance has been 
criticised domestically – mainly by economists and 
industrialists, who opine that under a stringent emission 
control regime, economic growth will be negatively 
affected. In this paper, I analyse the emission trends of 
India in comparison to other countries and show that 
India’s emission levels are at much higher levels than 
other similarly growing economies. India can significantly 
reduce its emission levels without hurting economic 
growth. In order to substantiate this conclusion, I analyse 
a sector-wise break up of energy consumption and its 
sources in India. Based on different geographical 
conditions, I suggest structural and policy changes in 
energy generation and distribution, which would help in 
curbing emissions.  
 
India’s climate: emissions, economy and 
developmental challenges 
Figure 1 shows annual CO2 emission trends of eight major 
economies. In terms of annual CO2 emission levels 
(International-Energy-Statistics 2011), China has 
overtaken the United States as the largest polluter in the 
world. China, India and Indonesia have steeply rising 
carbon emissions in the last three decades. India is the 
third largest polluter in the world, with current carbon 
emissions of 1.7 billion metric tonnes per year. India’s 
emissions have been steadily rising at an approximate rate 
of 64 million metric tonnes per year. India currently emits 
five percent of global GHG flows.  

In terms of GDP based on purchasing power parity 
(PPP), India is the third largest economy in the world 
(IMF 2012) and is among the fastest growing economies 
in the past decade (Ahya et al. 2010). In order to meet its 
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developmental goals, the Indian government has targeted 
a growth rate of 8-10 percent (IMF 2012), which can be 
achieved through an increase in primary energy supply by 
three to four times and an increase in electricity 
generation capacity by five to six times. The conventional 
fossil fuels – coal and oil account for about 75 percent of 
India’s energy consumption and approximately 70 percent 
of its energy is generated from coal fired power plants 
(India). Fossil fuels are the mainstay of the Indian 
economy so far. Thus, India continues to grapple with the 
challenge of rising emissions. Figure 2 shows the trend of 
CO2 emissions per year (in million metric tonnes) versus 
GDP (in billion USD) for different countries. Apart from 
United Kingdom and France, all other countries show an 
increase in the CO2 emissions per year with the GDP. 
China, India, Brazil and Indonesia show a large increase 
in emissions with increases in GDP over the years. Hence, 
as India grows economically, its absolute carbon 
emissions are bound to increase even as the relative 
carbon density decreases. This implies that emissions are 
going to increase significantly in future years. By these 
standards, India can be classified as a major emitter.  
 In Figure 3, the amount of carbon emissions per 
unit GDP for different countries is plotted for the last 30 
years. This parameter is a measure of the emission 
efficiency of the production of goods and services in a 
country. The first observation is that the slope in Figure 3 
is downward for all countries. This could be because of 
two factors. First, energy efficiency is getting better over 
the years because of improvement in technology. Second, 
energy requirement would be expected to scale sub-
linearly with the GDP (and population) when the overall 
land-use area of a country does not change significantly. 
China is the most emission inefficient country, with more 
emissions per unit GDP than any other country. United 
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States, India and Indonesia are also emission inefficient 
countries, whereas, Brazil and France are the most energy 
efficient countries among the group studied. The largest 
share of France’s energy consumption comes from 
nuclear energy (39 percent). Brazil chiefly depends on 
ethanol, oil and natural gas for its energy production. On 
the other hand, coal is the major source of energy for 
China and India.  

 
Figure 1. Total CO2 emissions trends for different 

countries for the last 30 years 
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Figure 2. CO2 emissions (million metric tonnes) versus 
GDP (in PPP) (log-log scale) 
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Figure 3. CO2 emissions (million metric tonnes) per unit 

GDP (PPP) for the last 30 years 

 
 
India’s emission levels measured in per capita basis 
currently stand at 1.5 percent of the world’s emission 
levels (see Figure 4) and are expected to significantly rise 
with a rapid rise in its GDP and standard of living, given a 
population of 1.2 billion. India imports a staggering 3.06 
million barrels of oil a day (India). These are alarming 
statistics even if a conservative stance is taken on the role 
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carbon emissions play in global climate change. In 
comparison, Brazil, with a comparable GDP, has much 
lower carbon emissions (0.47 billion metric tonnes per 
year) and emission rate (34 million metric tonnes per 
year). Similarly, countries like Mexico and Indonesia fare 
significantly better than India in these statistics 
(International-Energy-Statistics 2011). India has often 
argued that emissions are bound to increase with GDP 
growth. However, data on countries like Brazil and 
Mexico show that India can make significant progress in 
curbing its emissions. The major problem with India is 
that it relies heavily on coal for its energy needs. Coal has 
lower calorific value than petroleum or ethanol and 
releases more carbon to the atmosphere per joule of 
energy produced.  

India has built over 3,200 dams over its rivers 
during the last 60 years, but these cover only 21.5 percent 
of its energy needs (India). Hydropower projects in India 
have often met with stiff resistance from the local 
population because of the demographic and ecological 
changes associated with them. Therefore, India does not 
foresee a significant improvement in its hydropower 
generation from building dams. It may look at tapping 
oceanic tides for power generation, but this area has 
remained largely unexplored. Energy generated by 
alternative means also constitutes a very small percentage 
of the energy demands in India. Moreover, these means 
have not been tapped into efficiently. Only 2.8 percent of 
the energy generated comes from nuclear power plants 
and only an increase up to nine percent is envisaged in the 
next 25 years. Solar energy currently accounts for less 
than one percent of India’s total energy generated and 
wind for only 1.6 percent (India).  
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Figure 4. Per capita emission levels of India compared to 

the rest of the world 

 
Although India has maintained impressive growth levels 
for a decade, India has a third of the world’s poor. About 
40 percent of its population lies below the poverty line 
(Ravallion et al. 2010). About 400 million people do not 
have access to electricity (Bank 2010). In such grim 
economic circumstances, no Indian government would 
think of introducing policies that would stifle the current 
growth rates. The trade-off between economic growth and 
emission control has often been used by Indian climate 
policymakers as a justified argument for the limited 
efforts directed towards cutting down emissions. This 
trade-off can be mitigated to a certain extent, for instance, 
by focusing on greener energy solutions, such as solar 
energy, green buildings, hydro power and nuclear energy, 
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introducing better technologies (like hybrid and more fuel 
efficient cars), development of more extensive public 
transport systems in cities, better vehicular emission 
norms etc. India has implemented these measures to some 
extent, but as discussed above, they have not become 
widespread. It is important to note that although the 
emission levels have increased in India and are bound to 
increase further based on current trends, its annual 
emission growth rate has decreased in the last decade by 
approximately 111 million tonnes a year (Chandler et al. 
2002). India’s energy, power and carbon intensities have 
started decreasing since 1995. A lower intensity implies 
higher efficiency of converting energy into GDP. The 
decrease in the emission growth rate and higher 
intensities, however, are not mainly because of climate 
change policies but because of other key drivers to 
economic growth, such as new and better technologies 
and growth in non-energy intensive industries. However 
since Indian industries are still highly energy intensive as 
compared to those of developed countries, there is still a 
large scope for improvement (Chandler et al. 2002). 
Even though the overall per capita emission level of India 
is low, large regional disparities exist (Garg et al. 2001). 
This disparity offers flexibility to policymakers for cost-
effective mitigation.  

Even though uplifting its poor to better standard of 
living is the focus of India, the country is well aware of 
the fact that it is highly vulnerable to the understood 
impacts of climate changes (O’Brien et al. 2004). This is 
another aspect of the Indian story. Large parts of India’s 
agricultural land depend on monsoons for irrigation. 
Changing weather patterns are predicted to distort 
seasonal monsoon patterns (Kumar et al. 2006, 
Prabhakar et al. 2008). The Himalayan glaciers have 

ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1



 

 
 

been reported to be receding fast. A global rise in 
temperature is expected to cause a significant rise in sea 
levels flooding the coastal parts of India. The poorest and 
the most vulnerable sections of the Indian population 
would get worst hit by the impacts of climate change 
(Sathaye et al. 2006). Therefore, in the current scenario, 
India faces a dichotomy of issues whether to continue to 
fuel its economic growth to lift its population out of 
poverty or mitigate effects of climate change. For the 
present, India appears to be shifting towards a middle 
path, where emission growth rates are decreasing without 
impacting economic growth. However, the priority is to 
reduce the total emission levels and not merely reduce the 
emission growth rates.  

 
Traditional approach of India towards climate change 
negotiations 
Addressing climate change in developing countries poses 
several challenges. Since the income levels in these 
countries are far below those of developed countries, 
these countries will continue to increase their emissions as 
they strive for economic growth and better standard of 
living. India’s traditional approach towards international 
climate negotiations remained quite unchanged for the last 
two decades. India has always seen the climate change 
debate as a threat to its interests. The climate change 
negotiations were often seen as a geopolitical stratagem 
by industrialized countries to contain its recent economic 
growth (Dubash 2011). Economists and private 
businesses have solely focused on achieving maximum 
economic growth. During international negotiations on 
climate policy, equity among nations was demanded as a 
strategic device to hold the industrialised nations at bay. 
India joined hands with other developing countries in 
demanding a more responsible position of advanced 
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countries in curbing emission levels. The argument posed 
by developing countries was that, historically, the 
advanced countries have been major polluters and hence it 
is their responsibility to address this issue. The developing 
countries demanded a policy regime in which they are 
allowed to concentrate on their developmental goals while 
their actions to reduce emissions should be voluntary in 
nature. So far, India has been fairly successful in its 
traditional negotiating strategy: it has limited international 
commitments and the architecture of international climate 
change regime remains divided into two tracks with 
different expectations from Annex 1 and Annex 2 
countries (Massai 2010).  

India’s traditional stance can be understood as 
follows. Before the 1990s, India’s economy was growing 
at a slow pace. To boost its economy, India needed to 
ensure unhindered industrial growth. Only in the early 
2000’s did India adopt open-market policies that triggered 
an impressive economic growth, and hence it was wary of 
making policies, which would disrupt this. At the political 
level, India’s traditional stand on environmental policies 
was framed primarily at the domestic level, in isolation 
from foreign policy issues. Climate change policies were 
not given too much attention. Before the present decade, 
the telltale signs of climate change were not clearly 
observed and rationalised, and so the predictions of severe 
impacts of climate change on the world were merely seen 
as speculative, if not imaginary.  

Besides this, there were structural features, for 
example, coal, a highly polluting fuel, played a major role 
in the growth of Indian economy and sources of 
renewable energy were limited and underdeveloped for 
adequate supply. The Indian economy also depends 
heavily on crude oil. India has little petroleum reserves of 
its own, and needs to import most of it from the Middle 
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East. A restriction on oil or a change in its price because 
of global environmental regulations would put a 
significant burden on the Indian economy. Also, India’s 
industrial sector is relatively nascent in comparison to the 
developed countries. It is dominated by small and medium 
industries. With the financial and technological 
limitations of the industrial sector, it is difficult for them 
to take climate change issues in consideration. All these 
factors prevented India from playing an active role in 
global climate negotiations.  
 
Winds of change: A new India in international 
negotiations 
On the periphery, the notion of equity i.e. equal per capita 
access to the atmosphere governs India’s position in 
climate negotiations. However, a shift in India’s position 
was observed since 2007, when the Indian Prime Minister 
Dr. Manmohan Singh announced that India’s per capita 
emissions will never exceed those of advanced nations. 
Although this commitment received a lukewarm response 
internationally; it actually implied a significant drift from 
India’s traditional position of not committing to emission 
constraints. This position was further strengthened with 
the release of National Action Plan on Climate Change 
(NAPCC) (Kahn 2009). Besides prioritizing India’s 
development imperatives, this plan established a concrete 
framework to address climate change issues domestically. 
The pace of this change rose with the re-election of Prime 
Minister Singh and appointment of Jairam Ramesh as the 
Minster of Forests and Environment. In order to be 
perceived as a ‘Deal Maker’ Prime Minister Singh 
encouraged Minister Ramesh to play a constructive and 
proactive role in climate change negotiations. The 
rationale behind this stance was to weave climate 
diplomacy into India’s foreign policy agenda. At present, 
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Indian foreign policy is dominated by three significant 
concerns – advancement of economic and developmental 
interests of India, regional security and a desire amongst 
political leaders for international status. These concerns 
aligned itself along the interests of international partners 
like United States and China which led to a concrete shift 
in India’s traditional non-committal approach with respect 
to the climate change issues thus fuelling its aspirations of 
becoming a key player in the global climate change 
negotiations. With the aim of enhancing India’s 
international role, Minister Ramesh argued in a letter to 
the Prime Minister in 2009, that India should play a more 
pragmatic role in climate change negotiations. He also 
suggested that India should break free from G77 or a 
group of 77 countries to join G20 (Sethi 2009). 

Several developments indicate a tangible effort in 
pursuit of the objectives discussed above on India’s 
climate diplomacy. India voluntarily pledged to reduce its 
emissions intensity (emissions per unit GDP) between 20-
25 percent below 2005 levels by 2020 without any 
international financial support, clearly indicating the 
country’s acknowledgement of its responsibility towards 
international climate change issues (Kahn 2009). Further 
in late 2009, India formed an alliance with other emerging 
economies – Brazil, South Africa and China (BASIC). 
This step signalled the collective responsibility of these 
emerging economies, different from that of the remaining 
developing countries towards climate change. India 
worked with both China and United States to help develop 
a set of guidelines for better transparency on mitigation 
actions taken by developing countries. The set of 
guidelines to ensure that the developing countries abide 
by their pledged promises on mitigation policy actions 
was often referred to as Measurement Reporting and 
Verification (MRV). The developing nations, primarily 
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China and India to some extent were not comfortable with 
the use of this term as it was construed as an infringement 
of their national sovereignty. At this point, introduction of 
the concept of ‘international consultations and analysis’ 
by India broke the ice as this term dissuaded the intrusive 
element associated with MRV. Finally, Minister 
Ramesh’s proposal to specify the details of the process of 
‘international consultations and analysis’ a month prior to 
Cancun’s conference was welcomed internationally and 
sealed India’s role as a bridge builder in the global climate 
change negotiations(Kahn 2009). 
 
Domestic reactions to India’s new approach 
Although various domestic clauses contained in NAPCC 
have been well received by the climate community in 
India, there has been scepticism as far as India’s position 
on international climate change negotiations is concerned. 
First, Prime Minister Singh‘s concurrence to the two-
degree goal was met with widespread criticism 
domestically as he was accused of being inconsiderate of 
India’s developmental objectives. Specifically, 
economists and industrial players in India strongly spoke 
against India’s changing stance, as their primary concern 
was to ensure steady economic growth of the country. 
These developments reflect the dynamics of democratic 
nation grappling with multiple challenges at the same 
time such as sustaining high economic growth and 
uplifting its vast population lying below poverty line. In 
general, the perspectives of Indian climate community can 
be understood to have evolved from being “stonewallers”, 
to being “realists” and then to some extent as 
“internationalists”(Dubash 2011).  

Stonewallers saw the climate debate itself as a 
threat to Indian interests. They worried about reduced 
economic growth as a consequence of steps taken to 
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mitigate the climate change. They always canvassed for a 
strategy that would stonewall commitments for India. 
They preferred a weak climate regime that would allow 
India an unconstrained growth. Most economists as well 
as industrialists were stonewallers because their primary 
concern was unhindered economic growth. There has 
been a discernible shift in the mindset of the climate 
change community from that of stonewalling strategies 
supporting mitigation of emissions to being more of 
“realists” when it comes to the same.  

The realists acknowledge that climate change 
poses a threat to India surely in the future. However, they 
are still too cynical of the developed countries’ stance for 
not taking the historical responsibility for accumulated 
greenhouse gases. They believe that the developed 
countries are using the growth story of countries, such as 
India and China, as an excuse for not strictly enforcing 
emission reduction policies. Realists suggest that per 
capita based burden-sharing architecture is the equitable 
way forward for climate regime. In terms of India’s 
growth strategy, Realists argue for a shift in favour of 
more environmental sustainability and internal equity by 
pursuing co-benefits at home. The realists’ view has long 
been the dominant perspective of Indian climate and 
developmental NGOs. The Government of India’s 
position has also recently shifted from being stonewallers 
to becoming realists.  

A small section of the climate community has a 
perspective that can be termed as “internationalists”. The 
internationalists, just like the realists, acknowledge that 
the developed countries are using the growth of India as 
an excuse for inaction. They stress for an equitable 
climate regime and for actions that would bring internal 
development and climate co-benefits. The internationalists 
believe that India should play its part in global negotiation 
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dynamics by aligning its interests with a strong global 
climate change regime. The internationalists argue that 
since climate change would hurt the poorest in the 
country, an effective climate policy is needed.  

 
Table 1. Three evolving Indian perspectives on climate 

change 
 Stonewaller

s 
Realist

s 
Internationalist

s 
Political 
Reading 

Geopolitical 
threat 

India as 
excuse 
– 
fatalis
m 

India as excuse 
– cooperation 

Foundationa
l Demand 

Equity Equity Equity + climate 
effectiveness 

Domestic 
agenda 

Growth first Co-
benefits 

Co-benefits 

Internationa
l strategy 

Stonewall 
commitment
s 

Focus 
at 
home, 
delink 
globall
y 

Link domestic 
and global 

Motto It’s our turn It’s an 
unfair 
world 

Seize the 
moment 

 
They canvas for an aggressive national program of co-
benefits measures, and realize that there are potential 
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economic opportunities arising from climate mitigation 
efforts. The internationalists believe that such measures 
will also allow India to seize a moral high ground in 
international conferences. The internationalists are a small 
group, mostly drawn from civil society and academia. So 
far, their voices have not coalesced into a strong 
movement. The three evolving Indian perspectives have 
been listed in Table 1. 
 
The future challenges and policy recommendations 
Although the international community has been debating 
about international climate change policies for slightly 
more than a decade, the steps taken to curb emissions 
have been too insignificant. India, in particular, has been 
quite late in realizing the need for climate change policies. 
India currently faces challenges in three fronts: 1) climate 
change policy negotiations at the international level, 2) 
implementation of policies at the domestic/state level, and 
3) technological developments to ensure effective 
policies. I will discuss each of the three challenges and 
suggest policy recommendations for the same.  
 
Climate change policy negotiations at the international 
level 
While India has significantly changed its approach in 
climate change negotiations, it still remains apprehensive 
about taking a firm stance on accepting groundbreaking 
policy decisions to curb emissions. India has often been 
associated with a defensive stance that focuses on narrow 
national concerns. India needs to support a strong global 
climate regime. As a responsible nation, it needs to accept 
the framing of climate change as a problem of equity and 
of environment. This would require India to accept a 
measure of responsibility for its growing level of 
emissions. India has recently taken welcome steps toward 
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broader engagement; nonetheless, much more can be 
done. It is often argued that one of the reasons for India to 
support international climate negotiations is its ambition 
to play a larger role in the global governance scenario. 
Pushing for membership in United Nations Security 
Council, greater voting rights in international financial 
institutions etc. are several manifestations of this 
aspiration. This argument appears to be true to some 
extent. However, in order to achieve this position, India 
must show that it is willing to go beyond its traditional 
underpinnings in the foreign policy arena. The country 
has to exhibit its ability to balance the interests of the 
advanced as well as emerging block of countries. India 
has to shift from a reactive stance on the legal architecture 
of a climate regime to one that proactively articulates a 
legal framework consistent with its national interest and 
with a strong global regime. The legal framework could 
be steps ensuring implementation of clean development 
mechanism (CDM) projects. For example, Delhi Metro 
Rail Corporation (DMRC) became the first rail project in 
the world to earn carbon credits because of regenerative 
braking system in its trains. DMRC has earned over 
400,000 carbon credits, which translate to around Indian 
Rupees 12 million. Such steps would shake off the 
perception that India is satisfied with a low equilibrium 
deal that requires little from the developing nations and 
little of the developed countries.  
 
Implementation of policies at the domestic/state level 
For far too long, India has approached climate change as a 
diplomatic rather than a developmental challenge. India 
maintains a stance that domestic actions unsupported by 
international finance will remain outside the purview of 
the global process(Dubash 2011). However, because of 
severe climate impacts, India’s interests lie firmly with 
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the strong climate regime. Hence, instead of a strategy of 
de-linking, India may be better served by an approach that 
leverages domestic actions to demand more ambitious 
commitments from other countries. Implementation of 
new strategies imposes several challenges at the political 
level as well as for its stakeholders. It will involve 
coordination among the federal and the state governments, 
as well as, various ministries. Further, it is essential to 
garner full support of stakeholders to avoid any backlash 
in the future. No federal or state government will be 
willing to forego economic growth in lieu of lower 
emissions.  
 What are the structural and policy changes at the 
domestic level that could help India to reduce its emission 
levels? Figure 5 shows sector-wise break-up of India’s 
emissions. The major sector that contributes towards 
emissions is the power sector (electricity generation). 
India has a centralized grid mechanism for electricity 
distribution. The centralized grid system was thought to 
be more robust towards handling load variations and for 
ensuring equitable distribution of electricity. However, 
centralized grid system has its disadvantages. It favours 
generation of electricity through large power plants, 
which feed the grids. Small, decentralized power plants 
based on alternate/renewable fuels would probably be a 
better approach for the future. Decentralized plants reduce 
transmission losses. They provide opportunities of 
generating power at a small scale using alternate and 
renewable sources of energy. Many promising 
alternatives, such as Gobar Gas plants conceived in 1980s 
in India, suffered because the centralized power 
generation system made small-scale power plants 
inefficient, as their transmission losses were quite high. 
Although, coal would remain as the major source of 
generation of electricity, but small-scale power plants 
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based on locally available alternate sources of energy 
should be considered. India is the largest producer of 
sugarcane in the world. A by-product of sugar industry is 
bagasse. For example, Uttar Pradesh, the leading state for 
sugarcane production, would be more suitable for bagasse 
based power plants (Michaelowa et al. 2007). Other 
agricultural based states like Haryana, Punjab, Andhra 
Pradesh and Madhya Pradesh, can develop small-scale 
Gobar Gas plants. Gobar Gas plants are environmentally 
friendly because their farm waste is converted into 
methane and other hydrocarbon fuels. Its by-product is 
manure, which can be recycled back to the farms. Other 
renewable energy alternatives, such as, solar energy 
generation via photovoltaic cells are too inefficient to be 
viable at small scale. Therefore, large solar fields, for 
example in Thar dessert, can be economically viable. 
Electricity generation by solar energy is not limited to 
using photovoltaic cells (Lewis 2007), and techniques, 
such as using solar generated steam are other alternatives.  
 Another major sector contributing to emissions is 
the transportation sector. In the last decade, India’s 
aviation industry has grown multi-folds because of 
introduction of private airlines. Indian government has 
neglected the development of high-speed railways. High-
speed railways produce roughly 50 percent less carbon 
emissions per passenger and are cheaper than airplanes 
and hence could be a better alternative (Singh 2005). 
Since year 2000, all public transportation in New Delhi 
was mandated to run on compressed natural gas (CNG) 
instead of diesel. CNG produces significantly low 
suspended particulate matter (SPM) and is a more 
efficient fuel than diesel or gasoline. India also 
implemented stricter emission norms for private vehicles 
called Bharat III, which are at par with European 
vehicular emission norms. However, other cities have 
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lagged behind New Delhi in implementing this change. 
Residential emissions can be decreased by introducing 
green building designs (Lockwood 2006). Use of solar 
based heating and cooling systems can reduce residential 
electricity load. The government should also provide  
 

Figure 5. Sector-wise breakup of carbon emissions in 
India 

 
Incentives to companies willing to invest in R&D to 
develop more efficient technology. Last but not least, the 
government should ensure that Indian public is aware of 
the issues of climate change, so that the people can take 
up emission reduction steps at their local level (for 
example, reduced use of private vehicles, more awareness 
towards recycling garbage and so on). 

 
Technological developments to ensure effective policies 
Apart from climate change, India faces the challenge of 
providing energy security and adequate energy access to 
its vast and growing population. Although coal will 
remain the mainstay of resources in the recent future, 
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India can no longer restrict its energy supplies to sources 
like coal and oil. Besides its significant role in increasing 
the level of emissions, there are severe constraints in 
terms of the size of coal-powered economy that India 
would ultimately be able to build. Further considering that 
most of the oil-rich resources are located in unstable 
regions of the world and growing resource competition 
from other emerging economies, oil is not a reliable 
energy source either. India needs to turn its attention 
towards renewable sources of energy more aggressively. 
It would be a win-win alternative from the point of view 
of India’s developmental goals as well as its climate 
strategy. Renewable energy resources are required to 
supplement the existing electricity mix, to provide 
resources to off-grid consumers and for captive power 
generation for industries. It is also recognized as an 
important industry in the future, in which India aspires to 
be competitive. In the long term, solar as well as wind 
energy has huge growth potential for India.  
 The government has started many “technology 
push” programs, supported by subsidies to create niche 
markets for otherwise expensive solar technologies 
(Chandler et al. 2002). These include solar lanterns, 
home and street lighting systems, solar cookers, solar 
water pumps, solar water heating systems. Radiation-
based solar power plants have been proven to be quite 
successful in many European countries, such as Spain and 
Germany. India receives plenty of sunlight and hence it 
should consider radiation-based power generation as a 
viable option. Furthermore, impetus should be given to 
wind, small hydro, biomass and industrial waste-based 
electricity generation technologies. Markets for these 
alternate renewable sources have expanded through rural 
entrepreneurship and government programs, in which 
technical know-how is provided to private players willing 
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to invest in these technologies (Eric et al. 2002). While 
the quantitative impact of these systems may appear 
small, it has been argued that the most significant 
achievement of the renewable energy program is the 
creation of domestic capacity that would sustain 
renewable energy markets in the future. 
  
Conclusions 
The world is at a point in time when significant, effective 
steps need to be taken in order to ensure a healthy climate 
for the humans. The previous impasse between the 
developed and the developing countries needs to be 
demolished in order to take some serious steps to global 
emission mitigation. India has an important role to play in 
the current world scenario. Categorized as a developing 
country, a recent fast growing economy and also a major 
contributor to emissions, India can act like a role model to 
other developing countries by adopting a stronger climate 
change policies. It should step forward to ensure effective 
policy decisions are taken as well as implemented. India 
has made some progress in this regard in recent years. For 
future, it needs to go further in this direction. At the same 
time, India needs to ensure that its economic growth is not 
hurt by emission reduction policies. For this, it needs to 
invest in many renewable, green energy solutions as well 
as design its domestic policy based on incentives for 
adopting greener solutions.  
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An Analysis of Non-Point Source  
Water Pollution in China and The Economic Policies 

For Combating Non-Point Source Water Pollution 
 

Larissa Paschyn* 
 
Abstract 
Overuse of nitrogen, typically in the form of fertilisers 
and pesticides, causes Non-point source pollution (NPS). 
This study attempts to identify and discuss the mechanism 
and reason that results in this nitrogen over-use. It 
assesses how to introduce market tools that would provide 
the right incentives to stop its overuse. The paper 
compares the current water pollution management 
systems in the Chesapeake Bay, USA, where payments 
for capital costs at the farm and abatement programs of 
agricultural measures have been undertaken, with the 
current systems of Dianchi Lake in China.  
 The methodology used involves a comprehensive 
review of the relevant definitions of terms used in 
Payment for Ecosystem Services (PES) by the Chinese 
and the international community. It discusses 
implementation of PES for managing farmers’ use of 
fertiliser in China, and includes the steps needed to 
determine appropriate compensation levels in these PES 
systems. The analysis uses interviews conducted with 
farmers in Yunnan Province and an economic analysis of 
current subsidy policies, taxes, and grants used 
domestically and internationally to determine the best 
PES measures needed 
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The findings suggest that one of the main ways to reduce 
the overuse of nitrogen and thus reduce run-off pollution 
(NPS) is to change the current Chinese subsidy programs 
by creating new direct subsidies that will promote and 
reward behaviour change. This will give incentives to 
farmers to curb their overuse of chemical fertilisers. 
 
Introduction 
Non-point source pollution (NPS) is identified as one of 
the prominent sources of water quality deterioration. NPS 
is caused by agricultural runoff (EPA, 2003), and 
agricultural runoff is caused by the overuse and 
dissemination of various chemical and nitrogen fertilisers 
and pesticides typically used in farming practices. These 
chemicals are distributed via water sources, water 
operations, and rain runoff, and are often carried to 
downstream rural and urban populations. This polluted 
water can then affect the quality of life and health of local 
communities. Thus, controlling agricultural NPS pollution 
source is a necessary priority. 

However, effective work has yet to be done on 
how NPS can be mitigated, and what ecological 
compensation mechanisms could be effective. Though 
China has attempted to implement several ecological 
compensation mechanisms, most of the focus has been on 
curbing pollution identified from single localized sources, 
a.k.a. point-source pollution. This study will show that 
many international governments and organizations, 
including the USA, utilise environmental Payment for 
Eco-system Services (PES) and subsidies through central 
government grants and taxes. These taxes and grants 
encourage better environmental practice by considering 
local watershed development costs and economic effects 
on the local farmers/community, while developing NPS 
curbing measures. Therefore, this study will examine and 
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consider how such PES schemes implemented in the USA 
can also be used in China to mitigate the overuse of 
chemical fertilisers. 
 
Background: General Water Resource Situation 
Three quarters of all rivers in China suffer water pollution 
(China Daily, 2005). Agricultural NPS is considered to be 
a predominant source of this pollution. It results in health 
problems for citizens, soil erosion, and loss of land 
productivity. NPS modelling using Soil and Water 
Assessment Tools by Xiaoyan Zhai (2013) has shown that 
since 2001, NPS has been increasing in China. NPS 
sources of water pollution are those such as agricultural 
chemicals (fertilisers, pesticides, herbicides), and the 
discharge of wastewater from animals released via soil 
erosion and water runoff.  

The main causes of NPS are overuse of chemical 
fertilisers as well as overuse of insect killing sprays 
known as pesticides (Sun, et al., 2012). The yearly use of 
these toxins has risen to almost 120 percent (Norse, 
2005). In fact, China is the main consumer as well as 
manufacturer of these fertilisers. The application of 
chemical fertilisers is typically over-used by up to 50 
percent more than necessary, which is more than intensive 
vegetable production needs (Norse, 2005). Farms are the 
largest source of sewage runoff and nitrogen emissions, 
and intensive agriculture has been found to be the main 
source of phosphorus emissions. In fact, nitrogen and 
phosphorus have been found to directly contribute to the 
wide range of water quality problems in China (China 
Environmental Protection, 2010). 

The main issues found in curbing the over-use of 
such fertilisers relate to high inefficiency in fertiliser 
application. Ammonia and nitrogen found in these 
fertilisers is released unintentionally through rains, flood 
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and general water loss. This then leads to high amounts of 
such chemicals in local waterways (Norse, 2005). Why 
farmers over-use these fertilisers is a difficult question to 
answer and involves various socio-economic factors, 
including yield losses, costs and profit margins, as well as 
climate discrepancies. 

Thus, the behaviour of small farmers is a main 
cause of agricultural runoff pollution (PRC, MEP, 2010). 
It is important to understand the farmers' choices and 
incentives, and to develop and implement sound measures 
that take their choices into consideration when adopting 
NPS mitigation policies. There are a number of tools to 
combat NPS pollution. These include direct regulation 
(such as censoring certain practices), economic incentives 
(such as taxes, subsidies, allowances), and promotional 
activities (such as educational campaigns, training 
workshops, and pamphlets). However, the long-term 
interests of the farmers need to be considered as a priority 
before the implementation of any or all of the suggested 
above policies and measures. 
 
Research Question 
The research question for this paper is the following: How 
to introduce market tools that would provide the right 
incentives to stop nitrogen and chemical fertiliser over-
use in conjunction with legal, institutional and educational 
policies?  

This study discusses why farmers currently 
overuse nitrogen fertiliser, which causes Non-point source 
pollution (NPS). It explores what economic incentive 
instruments can assist in curbing the over-use of nitrogen, 
when combined with additional legal, institutional, 
educational and social policies.  
 
Methodology 
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This paper discusses current developments in Dianchi 
Lake in China with developments in the Chesapeake Bay, 
USA and provides suggestions for the watershed 
component of China’s projects. It assesses the 
implementation of PES trials and successes in the USA, 
and studies the relevancy it may hold for China. 
Furthermore, the main water pollution schemes that have 
been implemented in China for NPS processing are 
discussed and reviewed in order to determine what 
distinct characteristics a Chinese PES system will need to 
embody in order to achieve successful curbing of nitrogen 
over-use. 

This methodology of using survey and analysis of 
secondary data, combined with the comparison of 
domestic and international case studies, will allow for the 
assessment of both Chinese and US policy models and 
will allow for the discernment of gaps and deficiencies in 
current Chinese methods. 
 
Case Study  
Since the 1990s, Dianchi Lake has been suffering from 
serious water pollution due to the increase discharge of 
NPS by agricultural practices and livestock production. 
Water analysis, and documented interviews with farmers 
conducted in Dianchi Lake will be incorporated in order 
to understand how effective PES can be in China.  

These interviews are secondary sources, derived 
from previously published reports. These established 
interviews will be used as part of the survey-research for 
determining if PES Subsidies could be a viable alternative 
and practically implemented, or if they contrast to the 
beliefs and needs of local farmers. This will provide the 
data necessary to make recommendations for the 
implementation of such subsidies, and allow for the 
mapping of the potential implementation scheme needed 
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in water pollution management in China. Information and 
data for Dianchi Lake is compiled from reports by the 
CCICED Task Force and Center for Agriculture in China. 
International Comparison. For an example of a 
successful case of PES implementation, the Chesapeake 
Bay, USA project will be analysed. It will define and 
examine the steps taken in the Chesapeake Bay to curb 
NPS pollution and farmer participation. This international 
comparison will focus specially on the following: tradable 
pollution permits used, NPS pollution control in the area, 
nitrogen fertiliser use, farmer’s perspective in past and 
current programs, and farmer’s perspective on reforms in 
subsidy policies.  

Project data, project information documents, 
implementation completion reports of PES and subsidy 
policies in New York are provided by the Chesapeake 
Bay Committee. 
 
NPS Pollution in China 
There are two types of pollutants typically found in water. 
One is the biological variety, microorganisms that can 
cause diseases. The other is, chemical pollutants like the 
ones found in chemical fertilisers. The two main chemical 
pollutants are nitrogen and phosphorous. In China, only 5 
percent of water is characterized under Grade I, which 
means that it is considered ‘pristine’ (Huang, 5). 27.6 
percent of China’s water is classified as Grade II, meaning 
that it is sanitary for use and can be used for drinking 
purposes.  
 
Classes of Agricultural NPS Sources: Prevention and 
Modification of Land-Use Practices 
All NPS sources are derived from soil loss caused by 
water run-off. This water run-off usually is derived from 
rainfall, snowmelt or over water-use and irrigation. These 
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pollutants eventually reach main water sources such as 
rivers, lakes, and streams, and hurt the local ecosystems 
including animal and human populations (Ren, 250). 
Thus, NPS agricultural pollution is a result of the excess 
use of fertilisers and pesticides, as well as the burning of 
straw, manure, and sewage in rural areas and solid waste 
emissions. It is transported through the leakage of run-off 
and soil (Ren, 250). 

Excessive nitrogen fertiliser in the production of 
grain and vegetables in China leads to the loss of 
1,740,000 tons of nitrogen per year (Williams, 12) and is 
a direct source for pollution in China’s water systems. 
Fertilisers play a vital role in crop production. The 
production and consumption of fertilisers in China has 
grown to 41.24 million tonnes. At present, the use of 
fertilisers is about 400 kg / ha of fertiliser in China. 
Average use of fertiliser in China is only 30 percent to 35 
percent. The remaining 60-70 percent of the fertiliser is 
absorbed and lost into the environment, thus polluting the 
soil and water (Ren, 250). 

Chemical fertilisers have polluted the rivers and 
lakes of China, such as in the Dianchi basin. 
Approximately 23 percent of nitrogen discharge in 
Dianchi Lake is from fertiliser use. In fact, throughout 
China, there has been the loss of 1,740,000 tons of 
nitrogen per year due to the production of grain and 
vegetables (Williams, 12). 

Use of these chemical contaminants is detrimental 
to long-term health. Chinese pollution studies have found 
a correlation between NPS pollution and increased 
occurrences in liver cancer and stomach cancer. This is 
due to the consumption of chemicals and heavy metals via 
water and produce (Ediger, 6). In fact, China has the 
highest mortality from cancer of the liver and stomach in 

ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1



 

 
 

the world. This is 4-8 times higher than the world average 
(Facts and Details, 2010).  
 
Dianchi Lake Case Study 
Since the 1990s, Dianchi Lake has been suffering from 
serious water pollution and NPS discharge of agricultural 
practices due to an increase in the intensification of 
livestock production. Therefore this analysis addresses 
pesticide and chemical fertiliser use in Dianchi Lake. It 
will show how new policy suggestions are beneficial to 
locals. The comparison focuses on key farmer fertiliser 
use and their reasons for chemical fertiliser dependency. It 
also focuses on the farmer’s perspective in past and 
current programs and the farmer’s perspective on 
potential reforms in subsidization policies.  
 
Dianchi Lake Background 
Dianchi Lake is the main water resource of Yunnan’s 
Kunming. The lake is used for industry, irrigation, and 
even provides drinking water (Huang, p2). 

Dianchi Lake received nearly 240 million cubic 
meters of wastewater in the year 2000, including 
industrial wastewater of about 50 million cubic meters 
and urban wastewater of about 190 million cubic meters. 
These are the sources of pollution. It also received large 
amounts of rural waste NPS pollution. According to the 
2002 statistics, more than 30 percent of the water 
pollution in Dianchi Lake originates from agricultural 
NPS pollution now (Huang, 3). 
 
NPS in Dianchi Lake 
Surveying and testing in the towns around Dianchi Lake 
has focused on the use of phosphorus and nitrogen in the 
area. It has revealed that farmers, urban dwellers in the 
city, and the chicken factory are the main source of the 
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chemicals. The contribution of phosphorus and nitrogen 
from NPS in the Dianchi Lake region has been studied 
with farming being shown to cause 38 percent of 
phosphorous levels and 48 percent of nitrogen levels 
(Guo, 147-156). NPS makes 68 percent of the 
phosphorous and 74 percent of nitrogen in the lake, 
exceeding point-source pollution.  
These tests have shown that there has been inefficient use 
of agricultural chemicals, which is directly caused by the 
excessive use of chemicals and a large loss of nutrients in 
the water.  
 
The Farmer’s Perspective. The key questions to ask are, 
firstly, whether farmers are overusing fertiliser from an 
economic point of view and, if so, to what extent? 
Secondly, what have been the factors determining the 
level of fertiliser use? In particular, what is the role of 
information in this process?  

These questions are most important in developing 
an NPS policy to convince the farmer. Any policy, 
regulation, system of incentives, or outreach programs to 
change the application of fertiliser should consider how 
the farmer makes his decision on what type of fertiliser he 
choose to use. Williams interviewed farmers in Yunnan 
regarding their farming policies, and found that nitrogen 
and phosphorous were used heavily. Some farmers also 
admitted to considering the experience of other farmers, 
and their advice on agricultural services when making a 
choice (Williams, 8). 

The reason for limiting the use of or over-using of 
chemical fertilisers includes the purchase prices of 
fertilisers, and the effect the fertiliser has on the taste and 
quality of their fruits and vegetable products. The 
inefficiency of chemical fertiliser and how it affects crops 
was also considered, especially whether or not there were 
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weak reactions of some crops to the fertiliser (Williams, 
19). These seemed to be the reasons for the overuse of 
nitrogen fertiliser.  
Williams’ empirical data and survey shows that farmers 
who used chemical fertilisers did so because they believed 
in the efficiency of these fertilisers. The efficiency 
counterbalanced the cost of purchase. In addition, 
chemical fertilisers were readily available whereas 
manure access was limited (Williams, 19). 

As evidenced above, fertiliser use is determined by 
a variety of factors, and varies from farmer to farmer. One 
of the causal mechanisms appears to be price and 
affordability of chemical fertiliser. However, for many, 
the decision to use or not use is also influenced by 
technical service extension agencies and by irrigation 
restrictions (Williams, 19). For any policy, farmers’ 
demand for agricultural economic development needs to 
be considered and policy makers need to recognise this 
crucial fact (Williams, 19).  

In summary, fertiliser overuse is an issue; farmers 
in China appear to be systematically overusing fertiliser. 
The reason is this may due to a lack of financial resources 
coupled by the low price of chemical fertilisers, and low 
productivity and lack of irrigation systems. Reasons for 
such high demand for chemical fertiliser are complicated. 
Part of reason may be related to the high opportunity cost 
of labour. Furthermore, the traditional extension system 
encourages overuse, and does not educate on alternative 
farming practices, and the poor control on the quality of 
fertiliser induces farmers to use more fertiliser. 
 
Current Policy Developments 
Current Chinese agricultural policies and environmental 
protection laws do not curb chemical use, and only 
encourage farmers to make production decisions based on 
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short-term benefits and to engage in production of 
environmentally-unfriendly ways. For example, the price 
of subsidized fertiliser and pesticides leads to lower prices 
of these chemicals on the market, and encourages farmers 
to increase pesticide use and fertiliser use (Huang, 4). In 
addition, there are no subsidies for agricultural production 
of ecological agriculture, but only for circulation of 
agricultural products. A series of “green box” subsidies 
that are non-trade impeding government sponsored funds 
have not yet been implemented in China (Huang, 5), and 
local policies and schools have not been able to make the 
external costs of agricultural production successfully 
internalized to encourage sustainable use because of a 
lack of specific regulations or penalties (Huang, pg. 4). 
Current water laws (as mentioned in Chapter 2) leave 
water rights and polluting penalties vague and make 
enforcement difficult. In addition, local governments do 
not encourage educational training programs or lectures 
on NPS management (CCICED Working Group, 2004). 
 It is important to implement policies, both 
economic and social, that can persuade farmers to adjust 
their model of soil employment, reduce agricultural 
chemicals and improve farming techniques, thereby 
dropping nutrient concentrations of nitrogen and 
phosphorus in the lake. However it is also important to 
note that any eco-compensation practice in China must 
manage agricultural pollution while dealing with the 
distinctive societal features of the country’s agriculture. 
This includes taking into consideration the low farmer 
income and very small farm size. A holistic, integrated 
approach must be used. 
Given the current characteristics of the NPS and the 
institutional context of the watershed of Dianchi Lake, 
one of the most important tasks to achieve the objectives 
of the fight against agricultural NPS, is to implement 
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policies that can encourage farmers to change their pattern 
of land use, reduce inputs of agricultural chemicals and to 
improve agricultural production techniques, thereby 
reducing nutrient concentrations of nitrogen and 
phosphorus in the lake.  
 Agricultural economic development is a key 
concern for farmers, and policy makers should be 
considerate about this. A policy instrument focusing 
solely on environmental protection may not be enough. 
Rather, each factor of the local economic development 
and institutional backgrounds should be considered as 
policy instruments for controlling agricultural NPS water 
pollution in Dianchi Lake area. 
 
Policy Options 
Based on the above analysis, economic based policies for 
agricultural NPS pollution control in Dianchi Lake need 
to include reforms in agricultural taxation and fees 
(Williams, 13), as well as new payment systems. There 
will also need to be reforms in the current subsidy 
policies. To ensure subsidy reform, China needs to 
withdraw the original subsidies on chemical fertilisers and 
pesticides, and instead implement “green box” subsidies. 
These “green box” subsidies should include subsidies for 
technological improvement, and stopping the use of 
pesticides and chemical fertilisers. Below is a more 
detailed explanation of the types of taxes, fees and 
subsidies that could be effective specifically for Dianchi 
Lake. 
 
Polluters pays principle in agricultural NPS control 
Pollution fees or taxes are a specific application of the 
“Polluters pays principle” (PPP) in environmental 
management. This mandatory fee on polluters encourages 
them to reduce their pollution and find alternative 
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practices, subsequently improving the local ecosystem 
(Huang, 4). This policy instrument is hard to apply to 
NPS because pollutant emissions of farmer’s crop-land 
are too difficult to monitor or identify since the discharge 
is discrete and scattered.  

However, since nutrient pollution of nitrogen and 
phosphorus comes from agricultural production causing 
water deterioration of Dianchi Lake, and since a main 
strategy for reducing these toxins from farm land is to 
decrease the application rate of agricultural chemicals, 
PPP can be an effective way to restrict the amount of 
fertilization and pesticide utility of the local farmers for 
controlling agricultural NPS in the Dianchi Lake area. In 
this case, adopting a transformation form of pollution 
fees, i.e. agricultural chemicals over-use fee, which is 
levied upon the over-use of fertilisers and pesticides 
(Huang, 4) could be successful. This however, must 
ensure that cropland yield is in direct proportion to the 
agricultural chemicals utility amount. The nutrient loads 
discharged from the same cropland must also be in direct 
proportion to the agricultural chemicals utility amount. 
This is necessary because the social cost is more than the 
private cost of the farmer’s in this case. If the local 
government implements a regulation on agricultural 
chemicals utility amount per unit of cropland, and 
stipulates a specific and high-enough penalty rates upon 
the farmer’s overuse of agricultural chemicals, then the 
farmer will reduce his agricultural chemical input level to 
make his/her private marginal cost equal to the social 
marginal cost. In other words, the farmer will reduce the 
input to the optimal level. 
 
Reforms in Subsidization Policies 
Using only PPP as the NPS policy scheme would be 
unfeasible as one of the most important criterions in 
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choosing an effective environmental policy or policies is 
that no extra burden is imposed on farmers as a result. 
Hence, to ensure attainment of water pollution control 
targets, subsidies to farmers to reduce NPS pollution must 
be a necessary component. 

A potential subsidy would be a yield reduction 
subsidy. Subsidizing yield reduction caused by the 
reduction of agricultural fertilisers and pesticides utilities, 
would offset profit losses and operation costs of the 
farmers. There should also be subsidies and payments that 
encourage farmers to buy bio-scientific or commercial 
organic fertilisers with less hazardous ingredients. The 
government could also encourage the abandonment of 
tillage with a subsidy that promotes the use of ecological 
forestry.  

For farmers who view the use of these chemical 
fertilisers as crucial to their livelihood, these subsidies 
would ensure the development of an agricultural economy 
while also protecting environmental resources. Therefore, 
if the subsidy is high or large enough, the farmer will 
maintain the lower yield caused by lower input of 
agricultural chemicals. Otherwise, the farmer will be 
likely to increase input of agricultural chemicals again to 
get more private financial benefits. 
 
Tradable Pollution Permits 
Implementing tradable pollution permits could also be an 
effective way to control agricultural NPS under some 
certain preconditions. Since agricultural NPS is mainly 
caused by nutrient discharges from the use of fertilisers 
and pesticides, tradable pollution permits could become 
marketable agricultural chemical use permits. These may 
be traded between at least two NPS sources, or between a 
point-source and NPS source to restrain the total 
deterioration of the water pollution in Dianchi Lake.  
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However, the prerequisite of implementing tradable 
pollution permits is that a gross pollution control system 
must be set up in the local water environmental 
management office, which Dianchi Lake has not done. 
Further, equitable distribution of starting emission permits 
among the local polluters is another critical factor to 
effectively implement this policy. Finally, calculations of 
the transaction costs for emission permit trading must be 
undertaken, and these can be hard to determine (Huang, 
pg. 5). Despite this, tradable emission permits in pollution 
control can be more efficient compared with conventional 
policy instruments. 
 
Non-economic Policies 
Economic incentive instruments can assist in curbing the 
overuse of nitrogen, but only when combined with 
additional legal, institutional, educational and social 
policies. This will be discussed in greater detail in the 
subsequent chapters, but will also be touched upon briefly 
below. 

Technical assistance services should be increased 
and should include expert guidance, such as water quality 
maintenance, soil erosion management, inorganic and 
organic fertiliser management, proper and efficient use of 
fertilisers, agricultural transition, and the application of 
new technologies. These plans are vital for agricultural 
productivity and environmental protection.  
The development of a composting facility and waste 
treatment site could also improve NPS dispersion. 
Demonstrations of this in the Dianchi Lake of sewage 
treatment and recycling has shown to prevent as much as 
32.2t nitrogen and 3.9t phosphorous from entering the 
water, when 92 of solid waste was collected and 
approximately 88 percent was recycled (Lu, 19).  
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Summary and Dianchi Lake NPS Policy Analysis 
As of now, Dianchi Lake’s watershed programs are only 
in the initial stages of development, with planned 
subsidies for organic fertiliser use and better agricultural 
operations. Currently, there are no subsidies for 
production of ecological agriculture, but only for 
circulation of agricultural products. A series of “green 
box” subsidies that are non-trade impeding government 
sponsored funds have not yet been implemented. The 
current agricultural policies and environmental protection 
laws of China induce farmers to make production 
decisions from views of short-term benefits and engage in 
production activities in environmental-unfriendly ways. 
Current production subsidies for chemicals and pesticide 
manufacturers results in lower prices of these 
fertilisers.Thus current economic-incentives in fact make 
chemical fertiliser cheap to use and encouraged. This is 
why current PES schemes for NPS in Dianchi Lake have 
not been effective. Further, Dianchi Lake watershed 
management is still only beginning to implement pilot 
programs for economic-incentive schemes. Coupled with 
the corruption and bureaucratic infighting of the MEP, 
MWR, and RBOs, mentioned in earlier chapters and their 
lack of information-sharing, this prevents PES programs 
from taking root.  

In the following chapter, methods for curbing NPS 
in the USA will be analysed to see if and how they can be 
adopted by China. 
 
International Comparison: The Chesapeake Bay 
Just like in Dianchi Lake, the Chesapeake Bay, USA, has 
also faced NPS issues, particularly NPS caused by 
farming practices. Given the current characteristics of 
NPS and the institutional context of the watershed of 
Dianchi Lake, one of the most important tasks to achieve 
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the objectives of the fight against agricultural NPS, is to 
implement some policies that can encourage farmers to 
change their pattern of land use, reduce inputs of 
agricultural chemicals, improve agricultural production 
techniques, thereby reducing nutrient concentrations of 
nitrogen and phosphorus in the lake. The Chesapeake 
gives an example of the steps China can take for curbing 
farmers’ practices. 
 
The Chesapeake Bay Project 
Located in the United States, the Chesapeake Bay 
watershed includes encompasses a total of six different 
US states, and also includes Washington D.C, the capital 
of the US.  The Bay’s “total area is 64,000 miles”, and 
includes “150 major rivers and streams” (Cestti, 3). 
Agricultural chemicals, animal waste and food dispersal 
has resulted in high levels of toxic chemicals in the Bay. 
This has caused an increase in turbidity, reduced 
sediment, and the death of fish and shellfish due to 
disease. Agricultural NPS is chiefly to blame for this, and 
is caused by the manufacturing industry and factories 
along the Bay, as well as from agricultural practices and 
urban NPS pollution caused by residential construction 
(Cestti, 3). NPS has accounted for 68 percent of nitrogen 
77 percent of the phosphorus, with agricultural run-off 
being the single biggest polluter (Chesapeake Bay 
Program, 1997).  

Common strategies for curbing water pollution 
include land management and water use management, the 
establishment of best management practices (BMPS), 
training programs for farmers, and financial aid and cost 
splitting for monitoring, enforcement, and implementation 
of projects. Furthermore, in the US, there has been 
government agency funding for market-based water 
quality trading, and subsidy grants for targeted 
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watersheds. There also has been financial support for 
technological development from the federal government 
as well as financial support from states (ADB 2011, 1). In 
addition, there have been established quotas for nutrient 
discharges with the Clean Water Act that has established 
maximum daily loads, thereby allowing for the adoption 
and subsequent trading of nutrient discharge permits 
(ADB 2011, 13).  

The Chesapeake Bay has various BMPs for 
agricultural management. They include: pesticide 
management, waste management, tillage and irrigation 
policies, soil erosion prevention methods, nutrient 
organization and budgeting, technical regulation, crop 
rotation, and covering crops in winter (Cestti, 9). There 
are also monetary incentives and technical facilities and 
programs that encourage the adoption of the BMPs 
mentioned above. The Agricultural Water Quality Cost-
Share Program pays for 88 percent of the cost of BMP 
installation in the state of Maryland. There is also cost-
shared assistance for animal waste control and handling. 
Each farm receives a maximum of fifty thousand dollars. 
However, they receive sixty-five thousand dollars if they 
combine the treatment/containment program with other 
BMPs (Cestti, 9). Each other BMP program can entitle a 
farm to receive ten thousand dollars to thirty-five 
thousand dollars, depending on the farm and program. 
Virginia’s program pays for 75 percent of BMP 
installation, and tax credits of 25 percent for agricultural 
BMPs also support farmers to set up management 
practices (Cestti, 9). 

Finally, there are now upstream and downstream 
payment systems, where farmers upstream are given 
payments for the services they provide in environmentally 
friendly ways. An example is that farmers along 
waterways in the Catskills and in Delaware are given 
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monetary compensation from New York City, which uses 
the water from upstream for drinking. In addition, new 
water regulations have allowed for public participation by 
local communities, state and federal government funding 
for programs, well-developed quotas and standards for 
measuring program success and water quality, and 
guaranteed accountability and transparency by having 
both local enterprises and local community members 
serve on monitoring and policy committees (ADB 2011, 
13).   
 
Financial Incentives and Educational Services for 
Farmers 
The Chesapeake Bay Area offers financial incentives for 
farmers to reduce nitrogen use. Taxes, subsidies and Best 
Management Practices have been organisations by the 
local and state governments (Cestti, 8). These assist 
farmers in implementing better practices, and especially 
ease costs of farmers by compensating them for initial 
product and profit losses. For example, Maryland gives 
tax credits to farmers to change their fertiliser brand. 
However, in states like Virginia, farmers are given tax 
breaks when they participate in their best management 
schemes (Cestti, 10). Farmers need to buy nutrient 
management plan accredited technology that applies 
nutrient qualification testing. The state pays for 25 percent 
of this cost via tax break (Faverno, 1997).   
 
Factors influencing farmer involvement and 
implementation of BMPs 
The Department of Agriculture in the U.S. (Feather and 
Cooper, 1995) has shown that, much like in Dianchi Lake, 
the profitability of the farm is the most important factor to 
influence farmers' decisions. Any management approach 
that is adopted by the views of farmers, and its impact on 
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profitability, and farmers’ knowledge and familiar 
practices affects their desire to implement BMPs. 
Successful BMPs promote inexpensive changes in 
existing agricultural practices. As mentioned earlier, the 
Chesapeake Bay program uses various monetary 
incentives, including tax breaks, payments and 
government funding, as well as training programs to 
promote BMP implementation. The use of BMPs and 
financial incentives improve environmentally friendly 
agriculture, and incentives to off-set the initial cost of the 
additional use of BMPs are crucial for successful 
implementation. All the BMPs used in the Cheesecake 
Bay have required some sort of incentive system (Cestti, 
20). Of course this must be combined with educational 
policies to ensure successful BMP implementation. It is 
shown by the program that certain types of financial 
assistance are essential for agricultural NPS control, and 
cost-benefit analysis, including the use and 
implementation of technology, has to be considered for 
any financial incentive plan to be effective and efficient 
(Cestti, 20). 
 
Lessons to Be Learned from Chesapeake Bay  
The successful NPS reduction results of the Chesapeake 
Bay Program are due to BMPs. However, the Chesapeake 
Bay program also shows how crucial it is to design a 
system of cost-sharing. All BMPs in the program were 
given the same level of state support, and the cost-sharing 
allowed mitigation of the cost of agricultural operations 
following the adoption of BMPs. This ensured 
effectiveness of programs. The Chesapeake Bay project 
gives examples of what would occur without such 
financial aid. In Virginia, BMPs were adopted when 
government funding was provided, but when funding 
ceased, BMP use also ceased (Cestti, 21). 
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Therefore sustained or continuing financial assistance is 
crucial to control and curb agricultural NPS (Cestti, 22). 
Tax incentives and subsidies are needed to make farm 
practice changes feasible and economically non-damaging 
to the farmers. A survey of New York Catskill farmers 
within the Chesapeake Bay participating in the Water 
Agricultural Program found that 44.3 percent of surveyed 
farmers believe monetary payments maintain or improve 
their income level. Extra income has also allowed for 
development of infrastructure and allowed them to focus 
on marketing their enterprises too. These added bonuses 
have also improved their overall profits and management 
systems (Pagiola et al. 2003; Rosa et al. 2003; Orrego 
2003). They represent a level of financial stability for 
tenants and as a result the tenants can make informed 
investment decisions for the future, while also continuing 
their farming as their main source of income. 
Nevertheless, economic incentives would not have been 
successful without the educational campaigns and 
community participation mentioned above, nor without 
the BMP training programs they offered to participants. 
 
Implications for Dianchi Lake 
Based on the above, several lessons from the Chesapeake 
Bay may be applied to Dianchi Lake’s treatment of NPS. 
Firstly, training programs and lectures should be launched 
for farmers in order to change the behavior of farmers in 
their agricultural operations and to educate them in 
sustainable practices. However, a key part of the training 
program is the availability of cost share assistance for 
these volunteer projects and its personnel. Also subsidy 
programs encouraging adoption of BMPs are needed to 
offset loss of profits from lower yield. Finally, 
environmental regulations or regulatory threats such as 
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fines and fees may be an incentive to the producers 
involved in agricultural projects to curb nitrogen overuse. 
Comparing Dianchi Lake and the Chesapeake Bay reveals 
two different approaches to NPS management. The 
Chesapeake Bay has active central/federal government 
and local government participation in regulating, 
financing, and managing NPS control. The program 
encourages strong community participation by local 
citizens and enterprises. This is done through website 
platforms for public information sharing, allowing for 
outreach, education, and citizen involvement. Dianchi 
Lake has not developed such community participatory 
platforms yet, and the technical extension services 
available are limited in size and scope. 
 Dianchi Lake in contrast has a fragmented 
government management structure, typical of most 
watersheds areas, with MWR, RBOs and the MEP 
fighting over jurisdiction, roles and duties. Monitoring 
and regulating is not strongly enforced and inconsistent. 
There is also weak community participation with local 
farmers not having access to education and training. 
 In terms of economic policy, Chesapeake Bay uses 
subsidies and grants to encourage farmers to adopt new 
BMPs and to curb fertiliser use. Dianchi Lake does not 
currently use such schemes to off-set the costs of adopting 
new BMPs. In general, NPS management needs more 
participation in Dianchi Lake by the local community.  
Finally, the Chesapeake Bay program has a regional 
regulator body that uses monitored data and has training 
programs for encouraging the adoption of BMPs. In 
Dianchi Lake, this is not yet the case, though the regional 
government is starting to develop PES and BMP 
programs for future use. In summary, though Chesapeake 
Bay shows how new subsidies and economic policies can 
assist in curbing NPS; the Chesapeake Bay program also 
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shows that educational/training programs, government 
monitoring and enforcement, as well as legal policies are 
needed to effectively change the behavior of farmers. 
Based on the above analysis, economic policies for 
agricultural NPS control in Dianchi Lake should include 
carrying out reforms in agricultural taxation and fees. 
There should be an exemption on the original agricultural 
taxes on special products.  The government should also 
stipulate the max allotment of chemicals that can be put 
on each farmland unit based on the crop being planted. 
The government needs to also develop a standard set of 
penalties for those who overuse fertilisers and pesticides. 
 Reforms on the subsidy policies should also be 
carried out. The original subsidies on chemical fertilisers 
and pesticides ought to be cancelled, and “Green Box” 
subsidies must be implemented. One of these green 
subsidies can include a yield decrease caused by reducing 
agricultural fertilisers and pesticides utility. A second 
could be a subsidy for technological improvement while a 
third could be a subsidy for giving up tillage and instead 
for planting ecological forestry, etc.  
 The government ought to also set up a gross water 
pollution control system and needs to create conditions 
for implementing tradable pollution permits. In addition, 
there needs to be the establishment of a centralized plant-
scale composting system. Finally, the government must 
set up waste treatment facilities.  
 
Recommendations 
This study has attempted to explain how to introduce 
economic market tools and what economic incentive 
instruments would work best to avoid and curb the 
overuse of nitrogen, which causes NPS, when used in 
conjunction with institutional/legal/education policies. It 
has also attempted to identify the market mechanism 

ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1



 

 
 

through which this nitrogen use over-develops, and 
suggest what market system would provide the right 
incentives to lessen this current over-use. 

Various economic incentive instruments could 
assist in curbing the overuse of nitrogen, when combined 
with additional legal, institutional, educational and social 
policies have been studied and explored. This has been 
achieved by assessing the experiences of the Chesapeake 
Bay program and theorizing if the use of PES in the 
market would make the market more efficient, and if it 
would provide financial incentives for farmers to limit its 
use of the conservation of natural resources on the market. 
The paper also compared the current systems of the 
Chesapeake Bay, where payments for capital costs at the 
farm/abatement of agricultural measures have been 
undertaken, with the current systems of Dianchi Lake of 
China.  
 
Main Findings Correlation between Nitrogen Overuse 
and Economic Incentives 
A survey of reports on the environment of Dianchi Lake 
has shown that chemical fertiliser is over-used and has 
resulted in NPS for the area. It was established that 
farmers were generally over-using fertilisers for largely 
economic reasons and then specific factors were identified 
which led to fertiliser over-use and why it was still 
continuing. The key questions were if farmers were 
overusing fertiliser for economic reasons and what 
specific factors have caused this overuse. The reasons for 
this overuse include an imprecise agricultural economic 
policy. This seems to be one of the main causal 
mechanisms for the over-use of nitrogen fertiliser.  
Indeed, the current price of subsidized fertiliser and 
pesticides, leads to lower prices of these chemicals, and 
provides negative incentives for farmers to reduce 
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pesticide use and fertiliser. As a result, they acquire short-
term high yields, but neglect environmentally sustainable 
tools and outcomes. Therefore, one of the major economic 
causal mechanisms appears to be price and affordability 
of chemical fertiliser when compared to their income. 
Other Reasons for Overuse. Agricultural practices in 
Dianchi Lake have shown that fertiliser over-use is an 
issue; and that farmers in China generally appear to be 
systematically overusing fertiliser. Reasons for the high 
demand of chemical fertiliser are complicated and include 
issues over production efficiency, income and costs for 
alternative practices, and lack of education on BMPs. The 
traditional extension system also encourages over-use by 
not providing information on alternative practices or 
encouraging their adoption of BMPs. It is likely that poor 
control of the quality of fertiliser has induced farmers to 
use more fertiliser in an effort to provide adequate yields 
of acceptable quality. 

Furthermore, the reason for the use of chemical 
fertilisers also included the relative affordability of 
fertiliser, and its beneficial effects on the taste and quality 
of fruit and vegetable products. Farmers who used 
chemical fertilisers did so because they also believed in 
the effectiveness of these fertilisers, and that efficiency 
off-set the cost of purchase. In addition, chemical 
fertilisers were readily available while access to more 
environmentally acceptable fertilisers such as manure was 
limited (Williams, 19). As a result, any policy for curbing 
fertiliser over-use needs to consider the farmers’ demand 
for agricultural economic development and improvement 
in order to ensure adoption of new BMPs. 
Problems with China’s Water Enforcement and 
Legislation. Because of the many sources of NPS, China 
has no overall management strategy. A Department of 
Agricultural Management of NPS does not exist, and 
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therefore no one is responsible when pollutants are 
generated in agricultural production. China needs to build 
complete system for managing NPS. 

In addition, there is a lack of defined roles and 
duties in the water laws (Wang, 2007, pg.403). The 
"Water Law” (2002) approves the MWR to supervise 
water management. However, the MWR also considers 
water quality protection as one of its main tasks, even 
though SEPA views water quality monitoring as its main 
duty, resulting in strife over the scope of authority. The 
two agencies do not share data, do not have a common set 
of data, and do not work together in data analysis of 
quantitative and qualitative tests of water (Wang, 2007, 
pg. 403). This undermines the value of any analysis of 
current water quality in China, or enforcement of 
environmental policies for local and regional areas. 
Steps to Curb Overuse. China needs to remove subsidies 
on initial chemical fertilisers and pesticides and instead 
implement "green “subsidies. These green grants should 
include subsidies for technological improvement, and the 
commitment to stop the use of pesticides and chemical 
fertilisers. Therefore, pollution markets are an effective 
way to reduce diffuse pollution, while at the same time 
using only the marginal costs. Input and process 
objectives also provide practical solutions and they may 
be more practical rather than developing policies to 
reduce the average load of nitrogen. 

Using the Chesapeake Bay program as a model, 
while factoring in profit costs for farmers, policy changes 
could include structural and technological change, as well 
as institutional reform that include the formulation of 
laws, policies and regulations. These policies should 
include a ban on wastewater/sewage discharge and the 
establishment and management of water rights. There 
must also be the formation of a water-saving type of 
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society (in order to encourage community participation 
including water-use associations. For example, specific 
water-associations for root vegetable farmers for 
continuing education and training should be considered as 
a priority. Capacity building at all levels, and public 
participation must be encouraged. In addition, there 
should be coordination and negotiation with neighbour 
provinces/state on common water sources. Finally, the 
government should incorporate the use of economic tools 
such as payments for ecosystems services, as well as 
private sector involvement (economic aspects and sharing 
of good practices). 
Problems with Current Subsidies. Current Chinese 
agricultural policies and laws on the protection of the 
environment do not curb consumption of chemicals, and 
only encourage farmers to make production decisions 
based on short-term benefits and to engage in production 
in environmentally hostile ways. For example, the price of 
subsidized fertiliser and pesticides leads to lower prices of 
these chemicals on the market and encourages farmers to 
increase the use of pesticides and fertilisers. In addition, 
there are no subsidies for agricultural production to 
organic farming, but only for the movement of 
agricultural products(Huang, pg. 3). Local policies have 
not been able to encourage sustainable use of land and 
water and fertiliser due to a lack of specific regulations or 
penalties (Huang, 4).  
 
Recommendations 
The various agricultural sources of agricultural NPS 
inhibit the ability to use only one individual policy in 
managing NPS. Rather, the characteristics of NPS mean 
that several policy instruments need to be used in tandem 
(Braden and Segerson, 1993). In addition, any policy 
program must be established on a case basis, and 
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determined by the specific area and the characteristics of 
the polluters, victims, and the body of land and water.  
A variety of tools can be used to reduce NPS agricultural 
pollution. Tools include educating farmers, taxes, 
subsidies, tax efficiency and governmental research of 
BMP prospects. Each tool has its own strengths and 
weaknesses but is strongest when combined. For example, 
taxation can be highly successful in curbing NPS and 
changing behavior patterns thus improving water features, 
but can result in higher costs for pollution 
producers/farmers. Therefore, in addition to taxes, a 
combination of subsidies is needed so that farmers can 
adopt new technologies and consulting services (Wei, pg. 
11). 

Taking this into consideration, the best program is 
likely to include a mixed permit and trade scheme system 
combined with taxation for polluters to curb their 
chemical use, and subsidies/grants encouraging alternative 
practices/technologies.  This system does not need to 
factor in costs of agricultural profits, losses or gains, and 
off-site damage information. However, continuous water 
rate increases could easily impact on low-income 
households, which is why subsidies and grants are crucial. 
Institutional Reform, Education and Public 
Participation. Partnerships with the NGOs to provide the 
public and private sectors with agricultural extension 
services can be useful to encourage farmers to adopt 
agricultural BMPs. Through the provision of training and 
certification programs (Xie, 53), the government can 
promote better agricultural BMPs for farmers, while also 
maintaining low costs for administration. Hence, new 
funding policies are needed to provide these additional 
programs for farmers.  Agricultural extension services can 
be utilised to implement these information meetings, give 
advice on programs, and provide demonstrations.  
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These programs need to focus on three key lessons: 
enhanced rural policy, superior compost policy, and 
general water and ecological policy knowledge. This is 
very important for farmers developing greater land and 
water resource knowledge and understanding of and 
desire for sustainable development.  

Other issues that need to be looked into include 
the capability of government bodies and their financial 
investment means, as well as coordination between 
sectors/activities that could prevent their in-fighting. 
Furthermore, the function of water user associations has 
not been adequately explored and developed and water 
laws and water rights also needs clarification. 
PES Incentive Schemes. PES would encourage market 
forces to be more efficient and sustainable thus improving 
environmental services. Through the development of 
national standards, market transactions should begin to 
protect the use of new technologies which will reduce the 
cost of protection and support environmental defence 
(Force, 2006 pp. 15-23). 

This can be done through: Regulation, 
Agricultural Taxes and Fees, Environmental Cross-
Compliance (farmers must achieve certain pollutant 
quotas for acceptance into certain subsidy programs), 
Water Quality Trading Programs (polluters purchase 
credits from other polluters to offset their pollution 
discharge) and Green Payments to Farmers (PES and 
conservation practice subsidies). 
 
Summary 
In summary, a variety of methods are available for 
improving watershed ecological compensation. This 
would include taxes, funds, and concessional loans for 
project support. Payment can be in the form of direct 
agreements between companies or farmers with those 
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communities or cities affected downstream by their 
pollution. It can also be through trade permits that assist 
polluters in reaching environmental quotas or through 
permit credits to be able to carry out certain practices, or 
through direct compensation. In this plan, the downstream 
communities, such as industry or government help pay for 
safeguard measures. Upstream communities pay the water 
fee on regional market prices, and those supplying water 
and wastewater treatment downstream would be 
compensated at a competitive price.   

Overall, this study recommends a framework for 
curbing NPS that include the following items below.  

There must be a tax that corresponds to 
approximately the cost of 50 percent of the nitrogen 
fertiliser. Fertiliser use should also only be allowed in the 
spring season, when growth yields are at their highest due 
to spring’s temperature and rain level. This makes 
fertiliser use most efficient. In addition, the government 
should force or encourage the use of alternative fertilisers 
including slow organic fertiliser. 

 With the introduction of new fertiliser policies, 
the government needs to provide subsidies that will 
encourage the use of compost. The government must also 
provide subsidies for recycling manure, and a PES system 
of environmental trading units/permits between upstream 
and downstream users must be established.  

In addition, there should be a system for the local 
community, for farmers and for environmental advisers to 
share information and water management techniques and 
BMPs experiences among one another. Training programs 
and networking events that offer courses for farmers by 
experts in water management should be developed by 
local agencies as well as overseen by the provincial and 
municipal agencies. Consumer-oriented activities are also 
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needed so that the public is aware of water quality, causes 
of water pollution and ways to combat it.  
Finally, water assessment and monitoring by a team that 
includes local residents, farmers, businesses and 
communities is crucial. The use of surveys by local 
governments to understand current water and health 
perceptions is necessary to ensure full program 
effectiveness. There must also be a full public exposé of 
environmental information so they too can monitor the 
agencies activities. 
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Financial And Organizational Restructuring Of 
Agricultural Production In India 

 
Ayush Prasad* 

 
Between 2001 and 2011, India’s population rose by 1.7 
percent (compounded annual growth rate for the period) 
and reached over 1.21 billion in 2011 (Census 
Organisation of India). The challenges of rising 
population have been compounded by an increase in per-
capita demand for food that is driven by real growth in 
incomes, especially among the lower income groups who 
have a higher marginal propensity of consumption. 
However, the GDP growth in the agriculture sector 
stagnated to 3.6 percent during the 11th Five Year Plan 
period (2007-12). This mismatch of demand and supply 
has led to an acute increase in food prices by around 10 
percent (Economic Survey of India, 2012-13).   

Agriculture is often called the mainstay of the 
Indian Economy as it employed over 50 percent of the 
workforce of 430 million workers, but formed just 14.5 
percent of the GDP in 2011-12 (12.3 percent Agriculture, 
1.4 percent Forestry & Logging and 0.7 percent fisheries). 
Between 1960-61 and 2011-12, there was a 33.5 
percentage point reduction in the contribution of 
agriculture to India’s GDP and the labour employment 
fell by about 19.5 percentage points, which approximates 
to an 18 percent reduction of labour productivity in the 
sector (Economic Survey 2012-13). 

The low labour productivity in the sector can be 
attributed to an institutional problem of small land 
holdings. Agriculture Census of 2011-12 reported that 
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there are 138 million land-holdings in India with an 
average size of 1.16 hectares. 118 million (85 percent) 
land holdings are of Small & Marginal Farms, which are 
farm land less than 2 heactares in cultivated area. (NSS 
Report, 2002-03).  

The low labour productivity has made agriculture 
an unprofitable economic activity and this has been 
proven by the National Sample Survey Organisation 
(NSSO) Data in 2003 report that found that income per-
hectare for a marginal farmer is INR 1659/hectare-year 
while consumption is INR 2482/hectare-year leading to a 
negative saving of INR  823/hectare-year. The same 
report also showed that small farmers have a negative 
savings of INR 655/hectare-year. National Commission 
for Enterprises in the Unorganized Sector (NCEUS- 2008) 
commented in its report, “… this deficit would have to be 
plugged by borrowing”.  

This has created a problem of high levels of 
indebtedness among the farmers. The same NSS study in 
2003 found that out of the 89.35 million farmer 
households in the country, 43.42 million are unable to 
come out of the debt trap. 4.9 million farmer households 
in Andhra Pradesh (82 percent of its farmers) are in debt 
while in Uttar Pradesh 6.9 million farmer households are 
in debt. More than 45 percent of the Marginal farmers in 
India are in heavy debt. In Andhra Pradesh, over 73 
percent -83 percent (2004) of the marginal farmers 
borrowed money from the informal sector. Across the 
country today, 22.6-58 percent of the loans obtained by 
the marginal farmers are from the unorganized sector 
(NSS Report, 2002-03).  
The indebtedness has had several social ramifications and 
among them is farmer suicides. National Crime Record 
Bureau records show that 216,500 farmers in India have 
committed suicide between 1997-2008 (Raj Patel, 2007). 
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These alarming statistics have forced the Government into 
action and it has under-taken several steps to ease the debt 
burden in rural India. Under “The Agricultural Debt 
Waiver and Debt Relief Scheme” (2008), INR 600 billion 
worth of total value of the loans was waived for 30 
million small and marginal farmers (estimated at 500 
billion rupees1 (USD) and a One Time Settlement scheme 
(OTS) for another 10 million farmers (estimated at 100 
billion rupees (USD).The Mahtma Gandhi National Rural 
Employment Guarentee Act (MGNREGA), the largest 
public works program in the world, has injected Rs. 1300 
billion into the rural economy through wages between 
2006-12 (Ministry of Finance).  
 
Capital and Debt Funding 
In all sectors apart from Agriculture, Small & Medium 
Enterprises are usually financed by a combination of debt 
and equity; but agricultural process in India is almost 
entirely funded by debt & savings. In 2012-13, the debt to 
GDP ratio in the agriculture sector was 80 percent while 
the weighted average of the Indian economy stood at 55 
percent (Economic Survey, 2012-13). It can be calculated 
that the cumulative average debt/hectare of agricultural 
land is approximately is INR 38,000 and this debt is rising 
every year.  

82 percent of the investment in the agricultural 
processes on the field is by the farmer and at most 
instances are financed through credit (Economic Survey, 
2012-13). The Government has encouraged this by 
providing INR 5750 Billion worth of Agricultural Loan in 
2011-12 and had set an estimate of INR 7000 Billion for 
such loans in 2012-13 (Ministry of Finance). 

                                                        
1 Approximately 1 USD = 60 INR 
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Debt funding of agriculture in India has the following 
inherent problems:  

i. About half the net sowed area in India is under irrigation. 
This makes the non-irrigated land, almost completely 
dependent on monsoons (India Statistics, 2011). Chances 
of crop failure due to intensity of weather conditions 
(either high or low amount of rain) or crash in market 
prices due to excess supply are high. Debt Funding is 
insensitive to the weather and the market.  

ii. Weather conditions affect a large number of farmers at the 
same time. At a time of drought, large scale default in 
payment of loans by farmers can affect the stability of 
Financial Sector in India due to the large amount lent to 
the sector. And since India would be forced to import 
food grains, it would lead to an increase Current Account 
Deficit, affecting the value of the currency and thereby the 
macro-economic fundamentals of the country.   

iii. At the Micro-Level, the entire risk of the investment and 
related economic activities for agriculture production is 
on the farmer. The financier does not share the burden of 
the risk.    

iv. Due to lack of risk & involvement, financiers also do not 
provide any other form of support to the farmers such as 
technical know-how or market information.   

v. The farmers are expected to repay the loan in monthly 
installments. But the agricultural cycles are not monthly 
and also vary according to the crops. Farmers are often 
forced to borrow from an alternate source to pay an 
installment to the primary source of loan.  

vi. The installments remove operating cash with the farmers 
during crop cycles.  Unlike equity dividends, it cannot be 
withheld and re-invested for further growth. During my 
field visits, I often found that debt was almost never 
invested, but used to meet current needs of seeds and 
fertilizers or to service another debt.   
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vii. Repayment of debt is only through incomes by sale of 
produce. But in equity, funding is recovered through rise 
in value of the investment and through dividends.  

viii.  
Women and National Rural Livelihood Mission 
(NRLM) 
Women constitute a growing percentage of the rural 
population due to the migration of men to urban areas and 
them staying behind. MGNREGA increased the real 
wages for women in rural areas by on an average 3 
percent every year during 2006-11 and this has 
encouraged the participation of women in economic 
activities (The Hindu, 2013). Women's literacy rates, 
child rearing obligations and cultural constraints are seen 
to make them less qualified than men for non-agricultural 
employment. 86 percent of female workers in rural India 
are dependent on agriculture for their livelihoods and 38.7 
percent of the rural adult women work on marginal farms 
(UNDP Human Development Report, 2007).   

To address the concerns of livelihood and 
elimination of poverty among rural women, the Ministry 
of Rural Development of the Government of India 
launched a program called Aajeevika National Rural 
Livelihoods Mission (NRLM) in June 2011. The mission 
aims at creating efficient and effective institutional 
platforms of the rural poor thereby enabling them to 
increase household incomes through sustainable 
livelihood enhancements and improved access to financial 
services (Aajeevika, 2013). 

NRLM has set out with an agenda to cover 70 
million BPL households, across 600 districts, 6000 
blocks, 250 thousand Gram Panchayats and 600 thousand 
villages in the country through self-managed self-help 
groups (SHGs). SHG is a village-based social group 
usually composed of 10–20 local women. SHGs are 
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mobilized by NGOs, Government agencies or Banks 
(Aajeevika, 2013). 

 
Incorporation of the Company 
Most members in SHGs come from household that own 
marginal or small farms. Within most SHGs, women are 
supporting other women by providing capital to start or 
expand individual livelihoods. But two or more women 
taking up loans for a joint enterprise is quite uncommon 
as discovered during the research in districts of Rae 
Bareilly in northern state of Uttar Pradesh & Kurnool in 
the southern state of Andhra Pradesh. They typically did 
not form joint ventures due to lack of formal structure and 
ownership issues.  

The scope of SHGs, established under the purview 
of NRLM, could be extended by organizing them into 
equity funded economic institution where its members 
carry out agricultural production together. 

Let us assume 5 members of a SHG come together 
proactively without external directions to incorporate a 
publically traded company, called ABC Farmers: 

i. Each SHG member who is incorporating the company 
would lease out all or part of their land for a long period 
of time say 25 years. It is preferable that the leased lands 
are continuation with each other.  

ii. Land Titles define the owner of the land. It is often the 
male members in the household who hold land titles, 
while most SHGs have women members. Women owned 
less than 2 percent of agricultural land in India as of 2008 
(Holmes et al, 2010). 
Land-Titles could be re-defined as jointly owned by a 
household. This may require amendments to revenue land 
laws of a few states of India.  

iii. The company would carry out valuation of the land that 
has been leased to it, as per government guidelines.  
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iv. The net value of the lease would not be paid in cash to the 
farmers but in terms of equity shares of the company. 
These shares would form the basis of ownership of the 
company for the SHG members.  

Assuming that each hectare of land lease for 25 
years is worth 1 million rupees (USD), we could obtain 
the following share-pattern. 

 
Table 1: Share Pattern of a Fictitious Company (ABC 

Farmers) 
Farmer’s 
Name 

Land Area Net Valuation 

A 2 hectare 2 million 

B 1 hectare 1 million 
C 3 hectare 30 million 

D 0.5 hectare 5 million 
E 3.5 hectare 35 million 
Total 10 hectare 10 million 
 

v. The company would get capital investment through 
selling equity. This money could be invested by SHG 
Federations, Banks, Mutual Funds, and Private 
Individuals such incorporating and other farmers or even 
the Government.  

vi. To protect the interests of the farmers and to prevent 
wasteful investment, the capital investment could be 
limited by a law to match up to the valuation of the lease 
of the operational land.  
Let us assume that ABC Farms obtained a cash 
investment of 10 million rupees (USD) from the local 
SHG Federation. Therefore, the SHG Federation owns 50 
percent of ABC Farms while Farmer C owns 15 percent 
and so on.  
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vii. In the future, to raise more capital, the company would 
have to get more farmers to take up equity by leasing their 
land to the incorporated company. This ensures that there 
is no over-financing and the interests of the farmers are 
protected.   

viii.  
Tenancy and Ownership 
Most farmers interviewed were not comfortable with the 
idea of transfer of ownership of their land to an external 
agency, even though that agency is partially owned by 
them. The ability to trade their shares in the market was 
seen as a threat to losing their lands. Therefore, tenancy is 
suggested as a way to create shareholding in the company 
without disturbing the ownership of the land. It also 
protects the farmers from stock market fluctuations.   
The monetary value of the tenancy of agricultural land for 
a year is small. To increase the net value and therefore the 
percentage of ownership of the company of individual 
farmers, a long duration pledge of the tenancy has been 
suggested. This duration could be mandated by law and 
could be different for different states. These shares could 
be treated as locked-in shares of the promoters.  
Purchase Ratio. The Purchase Ratio α  is defined as the 
number of years required to buy the land by paying annual 
rent, at constant prices without any interest.  
 

=    1 ℎ    
   1 ℎ   

 /  
 
It is one of the many ways of determining the duration of 
the lease period. It ensures complete liquidity of the 
company (such as ABC Farms) at the time of their 
incorporation.  
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For Example, during fieldwork in state of Madhya 
Pradesh, one hectare of land could be purchased for INR 
155,000 and could be leased for a year for approximately 
INR 6,000. Therefore  = 25 years and 10 months. The 
law in the state of Madhya Pradesh could, therefore, 
mandate that the incorporating companies would have to 
lease land for 25 years to give equity to the farmer. It is an 
assurance to capital investors that for the next 25 years, 
the company would operate on the leased lands.  
 
Trading Shares. Some states in India, allow only 
agriculturist to buy or lease revenue lands. To enable 
investments from non-agriculturists into the incorporated 
companies, these laws would have to be amended.  

The Agriculture Company should have the 
freedom to be traded in any stockmarket in the country. 
They can be traded in one or more of the 38 regional stock 
exchanges. This would give a major boost to these 
exchanges as they would have more volumes of share 
trading. The Government could support by training 
stockbrokers in rural India and providing an access point 
in each village for such enable trading. 

 
Management. As per Section 149 (1) of India’s 
Companies Act, 2013, the shareholders of the company 
who would include in this case financial investors and 
farmers would appoint a board for oversight and corporate 
governance in their annual general body meetings.  

The board would appoint a qualified Management 
Team to run the company on a day-to-day basis. This 
team would use the invested capital and the leased lands 
to operate and grow the company. 

 
 
 

ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1



 

 
 

Impact Analysis 
The impact of the change in policy would be noticed in 
various ways and would herald a socio-cultural change in 
rural India.  
 
Availability of Capital. 
 
CAPITAL FOR PERSONAL USE 
Due to poverty, farmers in India do not have operating 
capital and are forced to borrow from various sources 
such as Non-Banking Financial Institutions (NBFCs), 
Moneylenders, Banks, SHGs and Cooperatives. 
Subsidized loans have been made available through state 
intervention but often the amount of capital that the famer 
is eligible for is only enough to meet immediate needs and 
is not enough to invest in building a stronger future.  
SHGs have encouraged a habit of savings that has 
provided necessary seed capital for investment. It is an 
asset on which loans have been taken through inter-
lending and then from other financial institutions.  

For the farmer, the shares of the incorporated 
company would serve a similar purpose. The farmer could 
sell (with greater relative ease) the shares, without losing 
ownership of the land, and get cash at prevalent markets 
rates (consistent with inflation). The farmer could also 
take a loan mortgaging the share.  

Share prices at Bombay Stock Exchange’s Sensex 
have had a compound annual growth rate of 15.87 percent 
for a long period of 20 years from 1991 and 13.96 percent 
for a short period of 3 years from 2009  (Business Today, 
2013). Today, most farmers prefer to invest in gold due to 
stability of rise low monetary value of the minimum 
investment, has a compound annual growth rate of 10.045 
percent for a long period of 20 years. Equity investments 
would be a better investment option for farmers. The rise 
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in investment value quoted above does not take inflation 
into account, which is quite high in India.  
CAPITAL FOR AGRICULTURE 
The invested capital in the company would be used for 
agricultural & other associated purposes. Due to the 
upfront availability of large capital and consolidation of 
land, it could be used to buy equipment such as tractors; 
to develop local infrastructure such as storage for seeds & 
grains; to lease more land or to construct local irrigation 
facilities without state support or taking up debt. 
The investors would earn returns on their investment 
through the rise in value of the company and annual 
dividends. The company could hold back the payment of 
dividends and re-invest the money to further grow the 
company.  

Growth of the agriculture sector is dependent on 
the Gross Capital Formation, which is about 19.8 percent 
of the GDP of the sector (Economic Survey 2012-13). 
Accounting for the rise in credit available to the sector 
and by keeping all other costs fixed at current levels, it 
would take approximately 5-6 years to organize all 
marginal farms in India into these incorporated 
agricultural companies. The impact of the funds would be 
higher and the administrative costs would be much lower. 
 
Employment: Nature & Number Today, the labour 
productivity of the agricultural sector is the lowest in 
among all the sectors of the Indian economy and as a 
result 62 percent of farmers are below poverty line (World 
Bank, 2000). Many farmers have stated that they want 
their children to work in other sectors of the economy 
after they grow up. They are often investing large 
amounts of money to get their children a good education, 
which is often seen a way of jobs in the organized and 
non-agriculture sector.   
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The agriculture sector in India has almost closed its door 
to people belonging to non-agricultural households by 
lack of training opportunities and laws in many states that 
prevent non-farmers from buying agricultural land. By 
forming corporatised companies, employment 
opportunities would be created for a wide range of skills 
that presently find no application in agricultural processes 
such as Engineers and Managers. These jobs would be 
financially attractive and would be based in rural areas.  
JOBS FOR FARMERS 
Ideally, the farmers who incorporate in the company by 
leasing their lands to it should be employed by the 
company. The employees would earn a monthly salary for 
their labour. They would also get benefits of industrial 
labour such as pension to old farmers, medical insurance, 
maternity leave etc.  

The company would be able to efficiently manage 
its employees. Problems such labour shortage during 
harvest and absentee farmer (due to poor health, age or 
migration) would be managed better. It may lead to rural 
– rural migration as well but will introduce market 
efficiencies in agro-labour market.   

The role of the farmers may change from tillers of 
the soil, to people involved different specialized activities 
such as storage of grains, guards, maintaining equipment 
etc.  

To avoid the mistakes of the Cooperative Societies 
in India, the ownership and management of the company 
must be kept separate. If an illiterate farmer has been 
elected the Chairman of the Company, he should continue 
to be the gate-keeper for his day-job. He would earn 
salary for all his labour in addition to the annual dividends 
in the company’s profits.  
 
Social Discrimination. In certain states such as in the 
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northern state of Bihar, agriculture is extremely labour-
intensive on small landholdings that have led to disguised 
unemployment. There may be situations where not all 
owners of land find employment with the company they 
incorporated with their lands. This would be required for 
the profitability of the company by increasing labour 
productivity. 

The instances where a farmer belonging to a 
weaker section of the society (especially Maha-Dalits & 
Tribal) incorporates a company along with farmers 
belonging to other sections of the society, but then he may 
not find employment in the company incorporated by 
him/her.  The law must ensure protection in employment 
for people belonging to weaker sections of the society.  
Profitability. To provide the above-mentioned benefits 
and sufficient returns on the investment, agriculture 
would have to be more profitable and earn greater income.  
As discussed earlier in this paper, small and marginal 
farmers lose some money in every crop cycle. But large 
farmers (with conciliated land holdings of over 10 
hectares) earn a profit INR 3249/hectare (NSS Report 
2002-03). The main reasons are the consolidation of land, 
better local infrastructure (access to irrigation) and greater 
power in the market. The policy initiative described in 
this paper creates an enabling environment and provides 
incentives for marginal and small farmers to achieve 
growth.  
 
Bargaining Power in the Market. The government has 
taken several steps to increase the bargaining power of the 
farmer in the market place. Several commercialization 
(forward linkages) based initiatives such as formation of 
Agriculture Produce Marketing Cooperation (APMC), 
Foreign Direct Investment in Retail Sector and SHGs 
mobilization have tried to integrate the produce for 
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marketing. Also, Minimum Support Price (MSP) has tried 
to include the cost of production and a healthy profit 
margin for the farmers. These steps have increased the 
percentage of the price that is transferred to the farmer 
and hence their profitability. 
If we study the distribution of the price paid by the 
consumers, between the producers, distributors and 
retailers in different sectors of the Indian Economy, it 
should be noted that in the Pharmaceutical Sector, on an 
average, 79.82 – 84.40 percent of the price of a drug paid 
by the consumer was transferred to the producer while the 
distributor got a share of 4-8 percent. The Commission for 
the retailer c was fixed between 12-20 percent of the price 
of the drug paid by a consumer. 

To understand a similar transfer of prices in Indian 
Agricultural Sector, 10 kgs of rice & 10Kgs of Vegetables 
was chosen and followed from the farm gate in the north 
Indian state of Haryana to the markets in Delhi in the first 
week October 2013.  Surprisingly, only 31 percent of the 
price paid by the consumer for rice went to the farmer 
(producer) while for vegetables only 12-15 percent of the 
consumer price was transferred to the farmer. The cause 
for price escalation was speculative commodity trading 
along the value chain. The integrator of the produce 
(middlemen) made most profits of around 50 percent of 
the price paid by the consumer.    

Even if the middlemen (approximately 50 million 
people in India) are eliminated from the supply chain and 
farmers directly connect with large retailers, the 
bargaining power is still skewed against the famer. The 
procurement agency always fixes the price and the 
farmers are forced to comply. 

A study was conducted in the eastern state of 
Assam for prices of 4 vegetables in 2012 and the results 
are shown below:     
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Figure 1: Prices of 4 vegetables in Assam 

 
 
In most cases, the price was entirely determined by the 
market and it was almost independent of the cost of 
production. Considerable escalation in prices could be 
noticed due to commodity trading in the value chain. Only 
beans had a standard escalation in price while moving in 
the value chain. Due to poor storage facilities at the farm-
gate level, many farmers were often forced to resort to 
distress sale of their produce at very low prices. 

The incorporated companies being proposed in 
this paper would integrate large volumes of farm produce 
and thereby increase the bargaining power in the market.  
As the companies grow, it is expected for them to under-
take a process of “Forward Chain Integration”. They 
would have partnerships with retailers & food processors 
and later could even build their own retail & processing 
capacities. Unlike Cooperative units in the past, due to 
pre-defined property rights and introduction of people 
with professional skills, the proposal would change the 
dynamics of the market. 
 
Planning. Due to poor information about consumer 
demand and the desire to maximize profits, some 
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instances of overproduction of a certain crops during a 
particular season could occur. It is the same crop that was 
under-produced in the last crop cycle.  

Furthermore, large areas of India are producing 
crops that are unsuitable for those regions, with regard to 
availability of water, soil type and local climate. A typical 
example is the production of water-intensive cash crops 
such as sugarcane in leeward regions of Maharashtra.  

Large FMCG Sector companies use data-analytics 
to predict and often have with over 97 percent accuracy 
the location and time of demand. Such planning leads to 
efficient supply chains and profit maximization.  

Over a period of time, due to availability of capital 
and induction of skilled personnel, the incorporated 
companies would be able to develop capabilities in 
analytics etc. It would guard against market crashes and 
drought by proper production planning. 
 
Wastage. At the distribution level, wastage is very 
frequent due to lack of storage facilities, improper 
transportation and inability to access the markets. A 
nation-wide study of post-harvest losses for 46 
agricultural products in 106 randomly selected districts of 
India was conducted by CIPHET in 2010. It revealed that 
wastage in fruits & vegetables is 5.8 percent to 18.0 
percent while wastage for staple crops is 3.9 percent to 6.1 
percent and for cereals & pulses is 4.1 percent to 6.3 
percent. The data is expressed in percentage of wastage 
per unit weight of production (New Indian Express, 
2012).  

Over 70 percent of the storage facilities (by 
volume of storage capacity) is owned and operated by 
Central & State Governments (Agri Mark Storage and 
Housing, 2011). These facilities are centralized and 
inadequate. But a major portion of wastage in storage 
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occurs near the farm gate when grains are stored in straw 
bins or mud-pots.  

With the available capital, the incorporated 
companies would be able to develop storage infrastructure 
at the farm gate. Training would ensure better quality 
storage.  

Small and Marginal Farmers use 56 percent more 
fertilizer/hectare than the national average (Agri Mark 
Storage and Housing, 2011). Wastage of electricity, seeds, 
fertilizers, pesticides and water would reduce by proper 
accounting and training. It would also reduce the harmful 
effects on the environment.  
Innovation & Training. The innovations from 
Agriculture Universities, CAPART (a government body 
to promote innovations for the rural sector) and other 
farmers are not available to most farmers. The companies 
would form an intermediary level between the institutions 
and farmers, thereby improving the access to innovations 
and knowledge. Furthermore, large companies would 
have their own innovation labs to improve productivity in 
their regions of operation.  

India does not have the training infrastructure to 
directly train all the 230 million people employed in 
agricultural sector. Due to extreme poverty and illiteracy, 
many of them are not in a position receiving training and 
implement the training without continuous supervision. 
The companies would build specialized skill sets amongst 
their employees. Information would trickle down 
information to the grass root level.  
 
Food (Quality and Prices). Due to the government policy 
of Minimum Support Price (MSP), there is hardly any 
incentive to improve quality of production as there is not 
much difference in price between high quality produce 
and ordinary produce.  
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Due to competition and development of brands, there 
would be pressure to improve quality of production. This 
would encourage innovation and consumers will get better 
quality products.  

The greatest impact of the integration of the 
supply chain would be stability of prices for consumers 
and good quality supply in adequate volumes to meet 
current demands. 

About 60-70 percent of the staple crops produced 
by small and marginal farmers are retained by them for 
domestic consumption or for barter (NSS Report, 2002-
03). Due to poor storage facilities at home, a large 
proportion of stored grains are wasted. The farmer 
household also eats only one kind of food, which leads to 
malnutrition.  

Since about 70 percent of the food produced in 
India is from the marginal and small farms (NSS Report 
2002-03); the size supply in the market would increase by 
over 230 percent, in case there is a complete procurement 
and higher efficiencies as discussed in the paper. This 
would also increase the number of consumers by 48.67 
percent, assuming that all food needs of marginal farmers 
can be met by their own produce. If the per-capita 
consumption remains the same with no change in other 
associated costs, in a linear model the farm gate prices of 
raw food should fall by 44.85 percent. This is a weighted 
average price for all the agriculture products on an all 
India basis. 

Minimum Support Price (MSP) is a determined by 
a statistical method by computing the cost of production 
along with a profit margin. The increase in efficiencies, 
supply chain integration and reduction in wastage would 
further reduce the consumer prices by 15-20 percent and 
increase supply by 10-15 percent in volume.  
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The ‘economy of scale’ should ideally reduce prices, but 
the rural infrastructure is in a poor state in different parts 
of the country. Hence, the prices may go-up unless steps 
are taken by government to improve the public 
infrastructure to handle increased capacities.  

Increase in labour productivity would reduce cost 
of production. Since small and marginal farmers work on 
their own fields, the labour cost is not considered in the 
cost of production. Furthermore, the farmer would earn 
from annual dividends and monthly wages. Adding to that 
creation of higher paying jobs would increase the net cost 
of labour. 

There is also pressure on the government to 
remove subsidies from the agriculture sector. The 
government gave a subsidy of INR 65,974 Cr (USD 
659.94 billion) in 2012-13 for fertilizers and different 
state governments’ subsidized electricity, water etc 
(Ministry of Finance, 2010). If all of these subsidies are 
removed, the prices could be expected to rise by 20-25 
percent.  

Overall the prices may remain the same or may 
marginally reduce from the current levels. The chances of 
increase in prices beyond normal inflation are low.  
 
Government and Economy. Similar to NRLM and 
MGNREGA, the policy initiative enables many poor 
households to access cash through wages & dividends, 
and loans backed by new form of assets in share-holdings. 
This additional cash would encourage the farmer’s 
household to consume different kinds of products. Since 
they have high marginal propensity to consume goods of 
basic necessities, it would rapidly accelerate the growth of 
economy especially in the food, FMCG and real estate 
sectors.  
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Ability to trade shares and increased cash incomes would 
encourage the growth of Banks in rural India. Today most 
banks encourage only savings account in remote rural 
villages. They would also have to provide DEMAT 
Accounts to farmers to enable trading of shares and cross-
sell many of their products thereby increasing their 
profitability by operating in such areas. The Business 
Correspondents of Banks providing last mile services in 
rural areas would earn more money due to increase in 
number of transactions.  
 
Government Expenditure. In the initial few years, the 
Government may have to invest in the new incorporated 
agriculture companies as private capital may be hesitant to 
invest. The direct participation of Government in GCF in 
agriculture sector would increase in the short-run and 
would act as a stimulus to encourage investments from 
private and institutional investors.  

The Government would have to pass legislations 
and issue regulations to create an enabling environment 
for the formation of such companies. It would also have to 
use the official channels of Revenue, Agriculture, Food 
Processing and Rural Development & Panchayati Raj 
Departments to create awareness about amongst the SHGs 
and other bodies about the new policy. The Revenue 
Department of the state governments would have to 
provide proper land titles and in some cases evaluate the 
land tenancy. The Government would then have to 
identity companies and invest capital in them through 
banks.  

The disinvestment by the government in a phased 
manner would yield greater returns than the subsidized 
loans. Since these companies need to competitive, the 
Government could do away with subsidies. It would 
further save government expenditure.  
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Government revenues. The policy initiative would create 
several professional jobs in the agricultural sector. These 
jobs would directly produce a new group of people who 
would be eligible to pay income taxes from rural areas.   
Corporate Taxes contribute 40 percent to the revenues of 
the Union Government. Industry forms 27 percent of the 
GDP but contributed 80 percent of the corporation tax, 
while the contribution of Agriculture to it was only 5 
percent in 2012-13 (Ministry of Finance, 2010).  With the 
formation of corporatized companies, the government 
would also earn Corporate Taxes from them. Though a tax 
holiday for the first 5 years is suggested and it would not 
affect current government revenues.  

The increase in processed and packaged food 
products would boost indirect tax revenues for the 
Government. 
 
Land Acquisition. Acquiring land incorporated as an 
agriculture company would have two stages- acquiring 
tenancy and acquiring ownership.  

Let us assume that an agriculture company- ABC 
Farms operates 100 hectares of land and the government 
wishes to acquire about 10 hectares of its land. The 
market capitalization of the company on a particular day 
is said to be around 15 Cr.  

i. The acquiring agency would have to call for a General 
Body meeting where dis-investment of 10 percent of the 
company. This would have to be voted to as per the 
guidelines on basis of Companies Act, 2013.  

ii. The acquiring agency would pay 10 percent of the market 
value to the agriculture company, which would be 1.5Cr.  

iii. This money would be an income of the company and it is 
up to the management to decide what it wishes to do with 
the money.  
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iv. The acquired shares would be taken off the market. The 
government has now acquired the tenancy to the land.  
The next stage would be to acquire the ownership of the 
land. The acquiring agency would have to purchase the 
land from the owner, at the rate determined by the Land 
Acquisition and Rehabilitation Act 2012, after subtracting 
the tenancy price paid to the company.  

Let’s assume that a particular farmer had invested 
10 hectares of his land to incorporate ABC Farms and all 
of the incorporated land was acquired. The market value 
of the 10 hectares is about INR 60 million (USD 1 
million). So, he would get INR 4.5 Cr (USD 750,000) and 
he would continue to hold the shares and his job in ABC 
Farms, though his land has been acquired.  
It increases the time duration for acquiring the land, but it 
provides social protection to the owners of the land. It 
also ensures continuity of employment and equity in the 
company for the farmer whose land has been acquired. It 
also prevents an outright displacement of the farmer from 
both his land and livelihood. It has obvious psychological 
benefits for the farmer & his farmer.   
 
Conclusion 
Institutionalizing the process of agriculture in India and 
providing it with debt free capital could be the reforms 
that would help eliminate rural poverty through real rise 
in productivity. It will bring it mechanization and lead to 
specialization of labour. It will also lead to creation of 
new jobs that would attract new skills & talent to 
agriculture.  These structural reforms would bring in 
market efficiency into the sector and enable the 
withdrawal of state intervention from the sector.  
It recognizes the property rights of farmers and provides 
them protection from the market, nature and the society. It 
spurs entrepreneurship and creates an incentive for 

ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1ASIAN JOURNAL OF PUBLIC AFFAIRS VOL. 7. NO. 1



 

 
 

growth. It is also a step of organizing, what may well be 
the largest unorganized sector in the world.  
The method of structural reforms is based on principles of 
social mobilization and proactive citizenship. It is aligned 
to the philosophy and working methods of current rural 
development & poverty alleviation programs. So, it is also 
possible to implement on a large-scale basis in India 
within existing framework of governance.  
All sectors of the Indian economy have undergone 
considerable reforms since the mid-1980s. But the 
agriculture sector has largely been left untouched by 
successive governments. Most steps have been short-term 
aid, which cannot sustain itself without state intervention. 
These reforms in agricultural sector would have an impact 
beyond the sector and benefit the entire economy.  
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Capturing the Demographic Dividend in the 
Philippines: What needs to be done? 

 
Ida Marie Pantig* 

 
Abstract 
As most economies in Southeast Asia have already paved 
their way towards development, the Philippines lags 
behind in terms of economic growth. The Philippines is 
known to have one of the highest population growth rate 
and fertility rate in the region, which has now resulted in a 
large working-age segment of its population. This unique 
scenario on the changing population structure needs to be 
leveraged upon in order to fast-track economic growth 
and development.   

Demographic dividend in the Philippines will be 
discussed in this paper alongside three areas: how the 
Philippines arrived at its current position in the regional 
economy; how the population structure has something to 
do with the country’s current position; and moving 
forward by taking advantage of the big working-age 
segment of its population. The paper is divided into the 
following parts: Philippine demographic trends, 
Philippine development planning and outcomes, 
government investment in human capital, and 
demographic dividend and the demographic sweet spot in 
the Philippines.  

As a conclusion, this paper recommends that, in 
order to reap the benefits of the demographic dividend, 
the government should continue to fuel the booming 
services sector and make use of this momentum to 
develop the industrial sector in parallel.  Along with this, 

                                                        
* Research Analyst, Philippine Institute for Development Studies 
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creating a pension system that will provide a stable source 
of income for the elderly, strengthening of the current 
social protection programs for the poor, and assertion of 
political will in implementing the development agenda 
that will aid in bridging this dividend.  
 
Introduction 
Demographic transition is a unique event that provides a 
“window of opportunity” for economic growth and 
expansion. The changing demographic structure from a 
young population to a working population is expected to 
provide growth opportunities for an economy. This is 
brought about by the workforce’s enhanced ability to earn 
and spend or consume. This brings forth the notion of 
“demographic dividend,” which is the economic rewards 
brought about by the increasing number of working-age 
population and decreasing dependency ratio.  

The UN estimates that 60 percent of the 
population in Philippines in 2010 was in the working-age 
segment (UN DESA Population Division 2011). This 
current situation, however, was brought about by the 
natural decline of fertility rate, and not by population 
control mechanisms by the government, as experienced by 
the neighbouring countries in Southeast Asia. As these 
countries implemented their population control programs 
in the 1970s-1980s, a corresponding GDP growth was 
also seen in these countries (Balisacan and Hill 2003). 
The population control programs have changed the 
structure of their population over the next decades, 
creating a bigger bulk of working-age segment in its 
population. As already discussed, the larger working-age 
segment, and therefore lower dependency rate, may have 
resulted in the GDP growth experienced by these 
countries.  If this is the case, can the Philippines follow 
suit? The high fertility rate-low mortality rate combo in 
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the 1970s has resulted in  a working-age  majority in the 
population. As the demographic transition takes place and 
the “window of opportunity” opens, it needs to be seen 
how efficiently and effectively this demographic dividend 
can be bridged/leveraged.  

This paper aims to explore the possible policy 
recommendations that could help boost the economy 
during this period of demographic transition. This will be 
done by providing a brief background of the Philippine 
economic planning and development in order to give an 
idea on what shaped the current Philippine economy. In 
addition, programs on human capital investments will also 
be explored to give an idea of how the government is 
taking its population into consideration through its 
programs.  
 
Demographic Transition and the Demographic 
Dividend 
Demographic transition, according to Lee and Mason 
(2006), is the shift from a “largely rural agrarian society 
with high fertility and mortality rates to a predominantly 
urban industrial society with low fertility and mortality 
rates.” This shift will result in a population where the 
younger generation will be outnumbered by the working-
age segment and the aging generation. In another sense, 
“the labour force temporarily grows more rapidly than the 
population dependent on it, freeing up resources for 
investment in economic development and family 
welfare,” thus, resulting to growing per capita income, all 
things held equal (Lee and Mason 2006).  

More specifically, demographic transition occurs 
in three stages: The early stage is demonstrated by the rise 
in population due to falling mortality; the intermediate 
stage is evidenced by the decline in fertility rate which 
increases the share of working-age population and lowers 
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the dependency ratio, and the late stage, or the aging 
population, which resulted from low mortality and 
fertility rates (Lee and Mason 2006).  

The demographic dividend, then, occurs when per 
capita income increases, resulting from the demographic 
transition. This first dividend, according to Lee and 
Mason (2006), can last five decades or more. It will be 
best to exploit the first demographic dividend during the 
intermediate stage. But with the late stage of demographic 
transition occurring, this accumulation of assets will in 
time turn negative, as income grows albeit at a slower 
pace.  

Lee and Mason further argue that a second 
demographic dividend is also possible. Since the elderly 
are expecting a longer period of retirement, they would 
want to accumulate assets during their productive years to 
be able to have retirement money. These assets, in turn, 
will contribute to the increase in national income (Lee and 
Mason 2006). 
 
Philippine Demographic Trends and Transition 
The following section presents the various indicators that 
give a concrete picture of the country’s demographic 
structure. These indicators will also help to understand 
how the country’s current demographic structure is 
appropriate for achieving the demographic dividend. 
The Philippines is known for having one of the largest 
population growth rates in Asia.  Comparing this with 
neighbouring Southeast Asian countries, population 
growth rate has remained at 1.73 percent between 2005 
and 2010 as compared to 3.54 percent between 1950 and 
1955; while other countries have recently reached the 1.0 
percent mark (Figure 1). The Philippines has had the 
largest population growth rate since 1950 among its 
neighbours.  
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Figure 1. Population Growth Rate in Percent, Selected 
Southeast Asian Countries 

 
Source: Population Division of the Department of Economic and 
Social Affairs of the United Nations Secretariat, World Population 
Prospects: The 2010 Revision 
 
The Philippines also stands out in terms of dependency 
ratios. The country recorded the highest total dependency 
ratio in 1965 at 102 dependents for every 100 working-
age population (Figure 2). This is brought about by the 
high fertility rate during the 1950s after the war. After the 
war, population grew at a very slow rate and this has 
contributed towards the high total dependency ratio. 
Based on 2010 estimates by the UN, the Philippines has a 
60 percent total dependency ratio in 2010, with Malaysia 
trailing behind at 51 percent.  This seems contradictory to 
what the demographic transition pushes for, but given the 
natural decline of population growth rate, the dependency 
ratio will eventually be lowered.  
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Figure 2. Total Dependency Ratio, Selected Southeast 
Asian Countries 

 
Source: Population Division of the Department of Economic and 
Social Affairs of the United Nations Secretariat, World Population 
Prospects: The 2010 Revision 
 
Looking at the old-age dependency ratio, however, the 
Philippines has the lowest compared to selected Southeast 
Asian countries (Figure 3). UN estimates that in 2010, the 
old-age dependency ratio was at six elderly per 100 
working-age population. Projections indicate that the 
Philippines will have the lowest old-age dependency ratio 
until 2100 as compared to Vietnam, Indonesia, Thailand 
and Malaysia. This indicates that the Philippines will have 
a relatively younger population compared to its neighbors. 
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Figure 3. Old-age Dependency Ratio, Selected Southeast 
Asian Countries 

 
Source: Population Division of the Department of Economic and 
Social Affairs of the United Nations Secretariat, World Population 
Prospects: The 2010 Revision 
 
Fertility rates have remained high for the Philippines. 
Neighbouring countries have implemented population 
control programs which were not the case here and this 
has left the Philippines with the highest fertility rates 
since 1980. Vietnam implemented its Two-Child Policy in 
1988 (Goodkind 1995), Thailand officially launched its 
National Population Policy in 1971 (Frazer 1992), 
Indonesia in 1970 (Barnwal 2004), and Malaysia in 1967 
(Marzuki and Love 1968). The Philippines had the highest 
in 1950 at 7.42 compared to Malaysia’s 6.23 and 
Vietnam’s 6.2 (Figure 4). After the implementation of the 
population control programs, the Philippines is still left 
with the highest fertility rate in 2005-2010 at 3.27, with 
Malaysia trailing at 2.72 during the same period (UN 
DESA Population Division 2011). 
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Figure 4. Total Fertility Rate, Selected Southeast Asian 
Countries 

 
Source: Population Division of the Department of Economic and 
Social Affairs of the United Nations Secretariat, World Population 
Prospects: The 2010 Revision 
 
Another indicator of population growth is birth and death 
rates. Consistent with the demographic transition theory, 
the Philippines exhibited a period with high birth rates in 
the 1920s, but it was also accompanied by high death 
rates. While birth rate remained high, improvements in 
health and sanitation and advances in medicine 
contributed to the decline in death rate (Ray 1998). 
Sudden drop in death rates was observed since 1946. This 
transition from high birth and death rate, to high birth rate 
and low death rate has caused a rapid increase in 
population, as exhibited by its steep rise in Figure 5. 
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Figure 5. Birth and Death Rates, and the Philippine 
Population 

 
*birth rate is number of live births per 1,000 population; death rate is 
number of deaths per 1,000 live births. 
Source: Philippine Health Statistics, Department of Health.  

 
 
The population explosion caused by the demographic 
transition has created a big portion of work-age 
population. The steady fertility rate of 2 percent-3 percent 
has maintained a young population, with working-age 
segment composing more than 60 percent of the 
population. In the demographic dividend discourse, this 
could mean that the country currently has its “window of 
opportunity” open. This large share of working-age 
population, however, is accompanied by an increasing 
unemployment rate (Figure 6).  
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Figure 6. Unemployment Rate and Working-age 
Population 

 
Source: Unemployment Rate from Labour Force Survey; Working-
age Population from Population Division of the Department of 
Economic and Social Affairs of the United Nations Secretariat, World 
Population Prospects: The 2010 Revision 
 
A quick look at the youth unemployment reveals that the 
country has a large pool of jobless labour who are 
available and actively looking for work. Youth 
unemployment for female is at 20 percent on average 
from 1987 to 2009 (Figure 7 below), while male youth 
unemployment is, on average, at 15 percent during the 
same period (Figure 8 below).  
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Figure 7. Youth and Adult Unemployment Rate (Female) 

 
*provisional figure 
Source: Labour Force Survey 
 

Figure 8. Youth and Adult Unemployment Rate (Male) 

 
*provisional figure 
Source: Labour Force Survey 
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Philippine Development Planning and Outcomes2 
The Philippines was on its way to economic and social 
prosperity after independence from Japanese Occupation. 
When development planning started in the late 1940s, the 
emphasis was on post-war reconstruction and 
rehabilitation of the economy. The country’s Five-Year 
Program of Rehabilitation and Industrial Development 
(1949-1953) stressed initiatives on import-substituting 
industries to ease the country’s dependence on outside 
markets. Various initiatives on developing the country’s 
agricultural and industrial projects were also introduced in 
this development plan. In the 1950s and 1960s (Five-Year 
Economic and Social Development Program, 1957-1961, 
and the Five-Year Integrated Socioeconomic Program of 
the Philippines, 1961-1965), development planning was 
focused on investments in the country’s industrial 
capacity, which is seen to provide solutions to the 
country’s unemployment problems at that time .  

A boom in the manufacturing sector was seen in 
the 1950s due to the foreign exchange and import controls 
that were instituted. However, with the difficulties in the 
country’s balance of payments, the responses to this led to 
the decline of the manufacturing sector that exports were 
outpaced by import demand. This inadvertently resulted 
to further problems in unemployment—opposite of that 
the second development plan was aiming for. 

The policy initiatives in the Four-Year 
Development Plan (1972-1975) were a total diversion 
from its predecessors. Social goals were emphasized in 
this plan: higher per capita income, greater employment, 
and more equitable income distribution. This is in 
addition to other macroeconomic goals such as internal 

                                                        
2 Discussion on this section draws heavily from Jurado 
(2003) and Dolan (1991). 
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stability and regional industrialization and development. 
Following the footsteps of neighbouring Taiwan and 
South Korea, liberalization was deemed as the viable 
option for the economy. In the 1970s, technocrats within 
the government worked to rationalize and improve 
incentive structures to stimulate liberalization and move 
away from import-substituting industrialization. Focus 
was shifted to export-led industrialization, which was 
largely unsuccessful. The looming economic crisis was 
further aggravated by President Marcos’s misuse of funds, 
which he reportedly used for his re-election bid. It was 
from this point forward that the government resorted to 
foreign loans and agreed to IMF structural adjustment 
policies. Martial law was declared in 1972 and lasted until 
1986. During this time, crony capitalism, monopolization 
and corruption have severely affected the economy. To 
add to this havoc, the world economy slowed down in 
1976, and the government had to introduce abrupt 
changes in its economic policies in an attempt to save the 
economy.  

To revive the economy from the Martial Law’s 
aftermath, the new administration developed the Medium-
Term Philippine Development Plan (1987-1992), focusing 
on poverty alleviation and employment generation. 
Liberalization was identified as the key intervention, 
which was expected to generate employment. Agriculture 
has long been considered as the country’s competitive 
advantage, and investments in this sector will translate to 
increased demand in rural areas, stimulating the industrial 
sector. The plan also stressed the importance of social 
service provision, with increased budget for education and 
manpower, health, nutrition and housing, among others. 
Growth was observed during this time; however, budget 
deficits remained a problem. These continued until the 
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1990s and were exacerbated by natural calamities that hit 
the country. 

Development planning from the 1990s up to 2010 
focused on human development and improving the quality 
of life of the Filipinos. Emphasis was given to 
investments in educational system reform and on the 
promotion of basic skills. Apart from this, the plan was 
also keen on the modernization of the agriculture and 
fisheries sector, these being the competitive advantage of 
the country. The latest plan, the Medium Term Philippine 
Development Plan 2011-2016, has an overall theme of 
Inclusive Growth and Good Governance. Talks on the 
raising the competitiveness of the manufacturing sector 
were revived in this plan, in addition to developing a 
climate-resilient, environment-friendly and sustainable 
agricultural sector. Business environment will also be 
enhanced through incentives such as tax breaks and 
special economic zones for for investors.  

Despite government initiatives in building a 
conducive environment for development, the attempts 
seemed to be futile. The highs and lows of the economy 
that time are reflected in the average GDP growth rate in 
comparison to neighbouring countries (Table 1). The 
Philippines was the envy of most Southeast Asian 
countries in the 1950’s, with average GDP growth rate of 
6.5 percent, above that of Thailand’s and Indonesia’s. But 
it has been downhill for the Philippines since then. The 
rest of its neighbouring countries have started to 
experience growth, but the Philippines had the lowest in 
1990-2000. 
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Table 1. Average GDP Growth Rate, Selected Southeast 
Asian Countries, 1950-2000 

Country 
1950-
1960 

1960-
1970 

1970-
1980 

1980-
1990 

1990-
2000 

Indonesia 4.0 3.9 7.6 6.1 4.2 
Malaysia 3.6 6.5 7.8 5.3 7.0 
Philippines 6.5 5.1 6.3 1.0 3.2 
Singapore — 8.8 8.5 6.6 7.8 
Thailand 5.7 8.4 7.2 7.6 4.2 
Source: Balisacan and Hill (2003), from Villamil and Hernandez 
(year unknown) 
 
Failing to develop local industries, the share of the 
services sector eats up the majority of the country’s GDP. 
The services sector captured 52.6 percent of GDP in 2000, 
compared to 38.6 percent in 1970. Agriculture sector, on 
the other hand shrank from 29.9 percent in 1970 to 16.5 
percent in 2000 (Table 2). Real value added per worker, is 
highest for the industry sector (Table 3). However, sector-
wise, the services sector has the highest share, with the 
industry share steady at roughly 30 percent, while the 
share of agriculture steadily declining from 1974 (Figure 
9). This scenario suggests that the services sector is 
supporting the domestic growth. Services sector, also 
known as the tertiary sector, covers a wide range of 
activities that can be broken down into the following 
subsectors: electricity, water and gas supply; wholesale 
and retail trade; hotels and restaurants, transport, storage 
and communication; financial intermediation; real estate, 
renting and business activities; public administration, 
defence and compulsory social security; education; health 
and social work; and other community, social and 
personal services (Aldaba and Pasadilla 2010).  
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Table 2. Share of sectors to GDP at market prices, 1970-
2000 ( percent) 

Sector 197
0 

197
5 

198
0 

198
5 

199
0 

199
5 

200
0 

Agriculture, 
Fisheries 
and 
Forestry 

29.
9 

30.
2 

25.
8 

24.
4 

21.
9 

21.
4 

16.
5 

Industry 31.
5 

35.
2 

38.
5 

35.
9 

34.
5 

32.
2 

30.
9 

Mining and 
quarrying 

1.8 1.6 2.1 2 1.5 0.9 0.6 

Manufactur
ing 

24.
5 

25.
6 

25.
5 

24.
8 

25 23 22.
1 

Constructio
n 

4.3 6.7 9.4 6.4 5.7 5.7 5.2 

Electricity, 
gas and 
water 

0.8 1.4 1.6 2.6 2.2 2.6 2.9 

Services 38.
6 

34.
6 

35.
7 

39.
7 

43.
7 

46.
4 

52.
6 

Source: Balisacan and Hill (2003), from Villamil and Hernandez 
(year unknown) 
 
Table 3. Real Value Added Per Worker, 1970-2000 (PhP) 
Year  Agriculture Industry Services 

1970  15,884  62,364  36,666 
1975  14,961  84,227  38,578 
1980  16,791  99,162  39,048 
1985  14,472  77,396  32,551 
1990  16,046  69,976  33,279 
1995  15,391  67,985  32,897 
2000  17,151  72,000  32,436 
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Source: Balisacan and Hill (2003), from Villamil and Hernandez 
(year unknown) 
 Figure 9. Sector Value Added,  percent GDP 

 
Source: World Development Indicators 
 
Similarly, in terms of each sector’s contribution in 
providing labour to the growing population, the services 
sector provides a solid support to the domestic manpower 
supply. The share of the industry sector has not expanded 
substantially for the past four decades. The additional 
manpower produced by the population is largely absorbed 
by the services sector. From 1971 to 2008, the share of the 
industry sector to domestic employment has remained 
almost constant. In 1971, the industry sector has remained 
to account for roughly 15 percent of the Philippine’s 
domestic labour market (Figure 10). As the share of the 
services sector to domestic employment has been 
constantly increasing, the share of the agriculture sector 
continues to diminish. From 1971 to 1984, the agriculture 
sector accounted for more than half of the domestic labour 
market. With the transition of the economy away from 
agriculture based production, the excess labour from the 
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rural area is absorbed mainly by the services sector. Over 
time, the role of the agriculture and the services sector 
reversed. From 1971 to 2008, the share of the agriculture 
sector substantially declined from 50 percent to 35 
percent. Meanwhile, the services sector absorbed from 34 
percent of labour in 1971 to 50 percent in 2008. This 
shows that developing the domestic industrial sector can 
provide the country with further potential in terms of 
growth, and employment for the fast expanding labour 
market. Economists argue that by aggressively expanding 
the labour-intensive manufacturing sector, the government 
can have larger room to alleviate poverty and provide a 
more inclusive growth. A bigger manufacturing and 
industrial sector can provide more higher-paying jobs to 
the less-educated workforce which will aid the poverty 
reduction process (Roa 2012). 
 
Figure 10. Sector Share to Domestic Labour Absorption 

 
Source: Labour Force Survey 
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Government Investment in Human Capital 
The country’s commitment to the MDGs represents its 
initiative to improve its human capital. Poverty and 
unemployment has devastated the country partly due to all 
the failed attempts to boost the economy. However, 
looking at the country’s performance, targets for 100 
percent primary education enrolment are hardly achieved. 
In 2010, the net enrolment ratio in primary education is at 
85.1 percent, compared to 84.6 percent in 1990.  
  
Figure 11. Public Expenditure on Education and Health 

as  percent of GDP 

 
Source: UIS Data Centre, UNESCO Institute for Statistics 
 
Primary completion rate, on the other hand, is at 73.3 
percent in 2010, compared to 64.2 percent in 1990. As for 
health indicators, under-five mortality and child mortality 
are declining at a favourable rate, enough to meet the 
target in 2015. Under-five mortality rate is at 33.5 percent 
in 2008, compared to 80 percent in 1990 while target is 
26.7 percent; infant mortality rate, on the other hand, is at 
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24.9 percent in 2008 compared to 57.0 percent in 1990 
while the target is 19.0 percent (NSCB). Investments in 
education and health sectors are relatively low, given their 
below-4 percent share of the country’s GDP (Figure 11). 

Health insurance and social security systems also 
determine the country’s investment in human capital. The 
country’s social security system has been in place since 
the 1950s and the health insurance system since the 
1970s. The first health insurance under Medicare was 
later rehashed into PhilHealth in 1995, and is now 
working towards the attainment of universal health care. 
The country’s social security systems—Government 
Service Insurance System (GSIS) for civil servants and 
the Social Security System (SSS) for private employees—
were created to provide sickness, unemployment, 
retirement, disability and death benefits for employees 
(Government Service Insurance System 2012 and Social 
Security System 2012) . These schemes also include a 
pension scheme for the same beneficiaries. Despite this, 
the Family Income and Expenditure Survey (FIES) in 
2006 reveals that income from pension for the elderly 
aged 60 and above only accounts for 7.2 percent of their 
total income. This shows that the elderly are not heavily 
dependent on pension income provided by these systems 
as well as the private pension providers.  

With the poor investments in education and health, 
as well as an incompetent pension system in the country, 
this situation may translate to additional burden for the 
government, as they will find it necessary to provide basic 
social services to these people in the future.  
 
Leveraging on the Changing Population Structure  
The term “demographic sweet spot” has been recently 
used as the catchphrase among analysts in describing the 
change in the Philippine demographic profile and the 
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corresponding benefit that the economy is expected to 
reap. With the existing population forecasts, the country is 
expected to enter the sweet spot by year 2015. This 
occurrence is described as the period where the bulk of 
the population come from the working age group, thereby 
fuelling domestic consumption and investment. This 
expectation is also the backbone for the general optimism 
for the country which even made HSBC predict that the 
Philippines will be among the global top economies by 
2050. 

On top of the growing working age group, the 
forecast is also based on the premise that succeeding 
governments will build on the current government 
reforms and focus solely on improving the living 
standards of the Filipinos. In addition, economists argue 
that an active population policy, which will slow down 
the population growth rates, must also be implemented by 
the government. A more controlled population growth 
rate can drive better human capital and infrastructure 
spending which will result in ‘positive demographic-
economic synergies’ (Pernia 2012). 

The economic push from the demographic sweet 
spot can already be felt, based on the study done by 
CLSA Asia-Pacific Markets in 2012. The study notes that 
the services sector, specifically the Business Process 
Outsourcing segment, propels the current boom in 
domestic growth. Young professionals working in the 
sector are already investing in real estate, financial 
markets, and other durable goods. Despite that the ‘well-
educated 25 to 35 year olds’ only account for 7 percent of 
the total workforce and 3 percent of the population, the 
segment already contributes to 20 percent of the local 
discretionary consumption. The CLSA projects that by 
2020, this age segment will contribute to 50 percent of the 
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Philippines’ discretionary expenditure and contribute to at 
least 20 percent of the total GDP (Dumlao 2012).  

In addition, the abundant supply of younger 
workforce who is actively searching for a job remains 
high. This gives the economy the enabling situation 
necessary for harnessing the rewards of the demographic 
transition, as long as productive employment is also made 
available. Youth unemployment, to some extent, can be 
related to the problem of poverty. Reyes et al. (2013) have 
pointed that the persistence of high poverty rate in the 
country partly stems from the failure of the country to 
expand its manufacturing sector due to various bottle 
necks. Their paper analyzed the relationship between 
regional production network in the Philippines and 
inclusive growth by generating employment for the poor 
though the manufacturing sector. The agriculture sector 
still remains the main income source of the poor in the 
Philippines, and to successfully eradicate poverty, 
improvement in the agriculture sector productivity and 
development of the industry sector must be pursued 
(Reyes et al. 2013). 
 
Conclusion and Recommendations 
The demographic transition provides a unique “window of 
opportunity” that can catapult an economy towards 
sustained higher growth through the demographic 
dividend. In order to do so, a good mix of population 
structure, infrastructure, social policies and an enabling 
government will be necessary. The Philippines is 
currently in a good position to jumpstart efforts for 
sustained and long-term development. The population 
structure can be considered at its peak in terms of 
maximizing economic returns. The various failed attempts 
from the previous decades, however, may have led to the 
poor state of infrastructure in the country as industries 
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have yet to develop. Social policies, in turn, may have 
been in place, but are implemented at a scale where 
maximum returns are not realized. But despite this, an 
enabling government is currently in place, with the 
positive feedback from the international community of the 
Aquino administration’s good governance advocacy 
(Porcalla 2013). 

With the positive outlook for the Philippine 
economy at present, it is time to take advantage of the 
investments that are currently pouring in the country. It 
will be the ideal time to come up with long-term, 
sustainable development plans for the country. This is 
where the sound economic policies that need to match the 
population structure come in. If this is the case, reaping 
the Philippine demographic dividend should be close at 
hand. More specific policy recommendations in order to 
reap the demographic dividend are articulated below: 
 
Continue to fuel the services sector, this being the 
primary driver of economic growth. As the services 
sector is absorbing the majority of the labour force, the 
government should continue to fuel this sector, as it 
provides income and employment to the people. However, 
as already noted, services sector-driven development is 
not sustainable due to its low productivity. Despite this, 
the services sector is providing the country’s manpower 
with the needed training and skills, which should be 
considered as investments in human capital. A number of 
export processing zones have already been put up, but 
most are concentrated in a few areas only. If the ideal 
scenario would entail providing employment to the 
maximum number of people, these “hubs” need to be 
distributed all over the country and not only in a few city 
locations. If hubs were to be established in a vast part of 
the country, the trickle-down effect of foreign direct 
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investments will then be felt by majority of the people, 
thus resulting in a more inclusive growth for the 
economy. An inclusive growth means that all segments of 
the population will benefit from the economic growth. As 
income grows, people would have more money at their 
disposal for both physical and human capital investments 
and asset accumulation, which will in turn contribute to 
the growth of the economy. 
 
Expand the industrial sector using the momentum in the 
services sector. The industrial sector will be the key in 
creating a more solid foundation for long-term growth in 
the country. It has been noted that the industrial as well as 
the manufacturing sector will play a big role in inclusive 
growth and poverty alleviation as these provide jobs to the 
less-educated. In addition, the value added in the 
industrial sector will be significant, compared to other 
sectors. The industrial sector then should be developed in 
parallel with the booming services sector. Assuming that 
the location of the hubs will be distributed across the 
country, additional revenue will then be generated not just 
for the national government but also for the local 
governments. These earnings can then be used to develop 
the industries that will be necessary for a more sustained 
economic growth. By the time that the industrial sector 
will be ready, the high-skilled manpower trained in the 
services sector will be manning this vital sector. 
Manpower will be critical in ensuring that the industrial 
sector will develop. Thus, the higher quality manpower 
from the services sector will then play a vital role in 
developing the industries. 
 
Develop a pension system that will provide old-age 
income to the population. As the workforce will be 
absorbed by the services and industrial sector, a working 
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pension system should be instituted which will provide 
old-age income to the current generation of working-age 
population. The current pension system in the country has 
not been utilized by the older generation since its 
accessibility is limited. If the pension system is instituted, 
a positive impact will be expected on the savings of the 
younger generation, or the next working-age population. 
In addition, more investments in health and education for 
the younger generation may be realized since financial 
dependence by the elderly on their family members will 
substantially decrease once a stable pension income is 
made available. As the country is also in its period of 
“demographic sweet spot,” the economy now has a 
population that is financially empowered, and it will be 
ideal to take advantage of this through the pension 
system. 
 
Strengthen current social protection programs, 
particularly the Conditional Cash Transfer (CCT) for 
the poor. The CCT program provides a small allowance 
to eligible poor households conditional on the following 
terms: children should regularly attend school, and should 
receive regular health checks (DSWD 2013). This is a 
very good form of investing in human capital. This 
program was launched in 2008, and it will be better if this 
is expanded to a larger population. The government, 
however, should ensure that the elementary schools and 
rural health facilities are equipped to provide these 
services. So long as the hubs that will eventually be 
developed will also be located in the rural areas, these 
investments in human capital will definitely not be put to 
waste. This means that job opportunities will then be 
made available to the most number of people, and people 
will be given higher chances of getting better jobs since 
they themselves are “better quality human capital.” The 
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government should not think twice about providing these 
important health and education services since it will be 
investing on the future drivers of the economy.  
 
Promote good governance and assert political will in 
implementing the development agenda. The last five 
decades have been marked with political scandals and 
instability that these have significantly affected the 
country’s economic development and growth. The 
Philippines needs a leader with the political will to 
implement priority development agenda. The current 
advocacy for good governance by the Aquino 
administration has made the economy attractive in the 
eyes of the international community. This shows that 
political will and good governance does have a positive 
effect. The government needs to consider the 
sustainability of such advocacy during the term of the 
succeeding administrations. This will be an opportunity 
for the government to entice foreign investors to develop 
the much needed industries that will provide better 
opportunities to the population.   
These recommendations are valid in addressing the policy 
problem at hand albeit its feasibility and workability have 
not been elaborated upon, which will merit a paper on its 
own. 
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Civil Society, NGOs and Democratization: A Case 
Study of Pakistan 

 
Kashif Mumtaz* 

 
Democracy, civil society and Non-Governmental 
Organizations (NGOs) are some of the buzzwords in the 
development discourse that has prevailed since the end of 
the Cold War. The triumphal euphoria generated by the 
events surrounding that momentous event led the Western 
capitalist democracies support democratization in other 
parts of the world. Strengthening civil society and NGOs 
became an integral part of this agenda. Barring few 
exceptions, however, the donor-funded democratization 
through NGOs has not turned out to be a particularly 
effective strategy. This is mainly because in most cases 
the NGOs suffer from credibility deficit and fail to strike 
roots in their own societies. Pakistan is a case in point 
where Western donors’ enormous support for advocacy 
NGOs as part of their democracy assistance programs has 
produced minimal results. By looking primarily at the 
developments during Musharraf era (1999-2008), this 
study argues that urban-based advocacy NGOs are hardly 
in a position to effect a genuine democratic change: any 
such change has to come through the joint efforts of most 
segments of broader civil society and political parties.  
This essay, which draws upon the literature from political 
science, development studies, anthropology and social 
movement theory, is divided into two main parts. The first 
part looks at the evolution of democracy assistance and 
that how civil society became aid community’s favourite 
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means for democratization. It then discusses how and why 
the donors came to equate NGOs with civil society along 
with some of the criticisms of this approach. The second 
part looks at the specific case of Pakistan. It first sketches 
a rough map of NGO terrain in Pakistan and then 
discusses in relative detail the Musharraf era 
developments and the Lawyers’ Movement. 
 
The Rise of Democracy Assistance 
Following the end of the Cold War, many established 
Western democracies, particularly the US, and various 
multilateral donors showed increasing interest in 
supporting democracy promotion in different regions of 
the world (Burnell 2000; Carothers and Ottaway 2000; 
Jamal 2012). As a result, a phenomenal growth occurred, 
within a short span of time, not only in the financial 
allocations towards that end but also in the number and 
variety of organizations involved, the range of projects 
and programmes and the target countries (Burnell 2000, 
34). 

Democracy assistance assumed even greater 
salience in the wake of 9/11 as the US, the largest and the 
most active player in the field, came to view it from a 
national security perspective. Convinced that the terrorism 
that had struck the US on that fateful day was the upshot 
of democracy deficit in the Middle East, the Bush 
Administration pushed democracy promotion to the top of 
its foreign policy agenda. President George W. Bush’s 
remarks on his second inauguration on January 20, 2005, 
clearly explain his administration’s thinking on this 
subject: “Now it is the urgent requirement of our nation’s 
security….So it is the policy of the United States to seek 
and support the growth of democratic movements and 
institutions in every nation and culture, with the ultimate 
goal of ending tyranny in our world” (Bush 2005). 
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This enhanced US interest resulted in several new policy 
initiatives and a phenomenal increase in its financial 
allocations for democracy promotion which by 2009 had 
reached $2.5 billion per year (Carothers, 2009). Prominent 
among these new initiatives were the Broader Middle East 
and North Africa Partnership Initiative, the Middle East 
Partnership Initiative, and the Millennium Challenge 
Account (Jamal, 2012). 

Various factors explain the rise of democracy 
assistance in the early-1990s: the end of the Cold War, 
which allowed the Western powers to prioritise in their 
foreign policy agenda issues like democracy; domestic 
pressure for democratic reforms in a growing number of 
countries in various regions of the world; the potential of 
such assistance to boost the image of foreign aid which 
was under attack in donor countries for having failed to 
reduce third world poverty; and paradigm shifts in 
academia and policy community towards the idea that 
development and democracy were not antithetical but 
were related in complex ways (Burnell 2000; Carothers & 
Ottaway, 2000). 

 
Promoting Democracy by Strengthening Civil Society 
Initially, democracy promotion programmes were mainly 
aimed at assisting recipient countries in holding free and 
fair elections and reforming state institutions. By the mid-
1990s, however, civil society strengthening had emerged 
as international donor community’s (IDC’s) favourite 
child in this realm. Guided by the assumption that a 
vibrant civil society was the sine qua non for successful 
democratization, bilateral and multilateral donors started 
funding thousands of projects meant to strengthen civil 
society in different parts of the world. In fact, civil society 
became such a fashionable concept that its invocation 
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became almost obligatory in any document or discussion 
about democratization (Carothers 1999, 207). 

The literature on democracy promotion identifies 
several factors which led to this shift in focus: the heroic 
and successful challenging of authoritarian regimes by the 
civil society organizations in various parts of the world, 
particularly in Eastern Europe, which fostered the 
appealing idea of civil society as a domain which was 
powerful as well as pro-democratic; the failure of earlier-
tried forms of democracy assistance such as elections and 
institutional reforms which convinced the donors to turn 
to civil society as an alternative, more accessible and 
welcoming target for aid than state institutions; the cost 
effectiveness of civil society assistance which appeared 
all the more appealing in an era of shrinking foreign aid; 
and the early adverse reaction to political parties by 
citizens who had earlier experienced single-party systems 
in many of these countries. In the case of the US, another 
important factor was the coming into office of Clinton 
administration whose many of the appointees in the 
foreign policy bureaucracy had themselves come from 
civil society organizations (Alagappa 2004; Carothers 
1999; Carothers & Ottaway op. cit.; Doherty, 2001; 
White, 1994). 

It’s worth mentioning here that the Western 
donors were not the only ones to have discovered the 
democratizing potential of civil society. During that 
period, the concept and idea of civil society was 
witnessing a renaissance in academia as well. Many books 
and articles were being published on various aspects of 
this phenomenon. In these works, though the scholars 
continued to debate the exact meaning and functions of 
civil society, a fair amount of consensus seems to have 
emerged around a view of civil society is otherwise fairly 
inclusive regardless of its exclusion of private business 
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and the formal political sector (Carothers 1999, 208). 
According to White, the main idea which is common to 
most current uses of the term is that of “an associational 
realm between state and family populated by 
organizations which are separate from the state, enjoy 
autonomy in relation to the state and are formed 
voluntarily by members of society to protect or extend 
their interests or values” (White 1994, 379). 

Many of these newly published works suggested a 
relationship between civil society and democracy by 
pointing to a broad variety of roles civil society can play 
in this arena. (McLaverty 2002). Diamond (1994), for 
example, argued that civil society promotes 
democratization by “providing the basis for the limitation 
of state power”; by “stimulating political participation and 
by stimulating the efficacy and skill of democratic 
citizens”; and by “aiding citizens in the collective pursuit 
and defense of their interests and values”. Similarly, 
White (1994) identified four ways in which civil society 
could help promote democratization: by altering the 
balance of power between state and society in favour of 
the latter; by enforcing standards of performance and 
improving the accountability of both politicians and 
administrators; by playing an intermediary role between 
state and society; and by redefining the rules of the 
political game along democratic lines. 

The civil society enthusiasts also believed that it 
served the cause of democratization at all stages of the 
process: “A robust civil society, with the capacity to 
generate political alternatives and to monitor government 
and state can help get transitions to get started, help 
reversals, help push transitions to their completion, help 
consolidate and help deepen democracy. At all stages of 
democratization process, therefore, a lively and 
independent civil society is invaluable” (Linz and Stepan 
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1996, 9). Some of these academic works were as 
eulogising vis-a-vis civil society’s role for 
democratization as the aid community officials. Norton 
(1995, 7), for example, equated civil society with 
democracy itself by maintaining that democracy was not 
“contested elections and the secret ballot, but civil society 
where associations, clubs, guilds, syndicates, federations, 
unions, parties, and groups come together to provide a 
buffer between state and citizen.”  

It is due to such “magic bullet” powers attributed 
to civil society that donors quite often begin to see civil 
society as end in itself (Sabatini 2002, 8). However, 
notwithstanding all the euphoria surrounding civil society 
as an agent of democratization, the fact remained that civil 
society was a highly contested idea, perhaps too vague to 
be effectively operationalized in democracy assistance 
programs. The international donor community 
circumvented this quandary by practically equating civil 
society with a narrow range of NGOs.   
 
Civil Society as NGOs 
When it comes to providing actual assistance to civil 
society in recipient countries, international donors almost 
always chose formal, urban-based, professional, elite 
NGOs which are involved in advocacy for socio-political 
issues closer to donors’ agenda such as election 
monitoring, civic education, parliamentary transparency, 
human rights, anticorruption, the environment, women’s 
rights and indigenous people’s rights (Carothers, 2000.; 
Hearn, 1999). In fact, so closely are the NGOs identified 
with the concept of civil society by the aid officials, they 
talk of the few NGOs they support as the core or even 
bulk of civil society in the countries in question 
(Carothers, 2000, 210; Hearn and Robinson 2000, 241).  
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Before proceeding to discuss the reasons for NGOs’ 
popularity with the aid community, it seems appropriate 
to touch upon the phenomenon of NGOs’ emergence as 
an important player in the international arena. Hulme and 
Edwards (1997) point to the phenomenal rise in the 
number of NGOs in various parts of the world and 
attribute it to developments in economic and political 
thinking which viewed markets and private initiatives as 
the most efficient means of economic growth and service 
delivery. Zaidi (1999, 261), in a broad overview of the 
relevant literature, identifies following factors that led to 
the associational revolution in developing countries: the 
Reagan-Thatcher popularization of laissez-faire policies; 
the serious debt crises in Latin America; the fiscal and 
administrative crises of under-developed countries; the 
overall retreat of the state; and the end of the Cold War.  
The IDC’s fascination with advocacy NGOs as a vehicle 
for democratization could be attributed to a variety of 
factors having as much to do with ideological persuasion 
as to the dictates of practical necessities. In an 
authoritative account of democracy aid, Ottaway and 
Carothers (2000) have described some of these reasons, 
which include the ahistorical approach of donor 
community that led them to think that no civil society 
existed in these countries other than NGOs; NGOs’ 
perceived ability to affect political developments without 
getting involved into politics; the fact that assisting NGOs 
is much easier than most of the other civil society 
segments; and the professionalized NGOs’ ability to 
respond to donors’ administrative/bureaucratic 
requirements.  
 NGOs’ political and democratizing role has been 
mentioned in academic literature as well.  The role played 
by NGOs in democratic transitions and consolidations in 
various countries, particularly in Latin America is 
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frequently cited in literature to underline their role as 
democratic players. Mercer (2002) identifies three central 
arguments supporting NGO’s role in democratic 
development within the literature on NGOs and 
democratization: they pluralize the institutional arena as 
they provide more opportunities for a wider set of interest 
groups to act as a watchdog vis-à-vis the state; they both 
widen and deepen possibilities for citizen participation; 
and they can check state power by challenging its 
autonomy at both local and national level and by 
developing an alternative set of perspectives and policies.  
Alex de Tocqueville’s classic Democracy in America and 
Robert Putnam’s influential Making Democracy Work are 
generally considered as the two main academic works that 
spurred modern interest in NGOs.  Tocqueville put 
forward the idea that a flourishing civil society was the 
bedrock of a healthy democracy. In Tocqueville’s view, 
hierarchically ordered institutions (from churches to 
private institutions) served American democracy by 
strengthening society’s capacity to check the dictatorial 
powers of the state (Encarnacion 2000, 10). Putnam 
argued that the social capital generated by civil society 
organizations is a critical factor in accounting for 
democratic stability and economic prosperity 
(Encarnacion 2000, 11). 

At the same time, however, there is no dearth of 
commentaries critical of donor community’s approach 
that puts NGOs at the centre of the democratization 
agenda, neglecting political parties and other critical 
elements within civil society that often drive political 
change. The weak representative base of most of NGOs is 
a major concern which has led many scholars to question 
whether such unrepresentative organizations have any 
right to try to influence legislation. Many authors have 
also cited corruption among the NGO officials. Some 
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authors have pointed to the lack of democracy within 
organizational structures of most NGOs (Carothers, 2000; 
Ottaway and Carothers, 2000.; Sabatini,.2008). However, 
the aspect which has elicited strongest criticism of NGOs, 
is their excessive reliance on donor funding. In fact, the 
single most important factor responsible for mushrooming 
of NGOs in every part of the developing world is said to 
be the flow of foreign aid. In addition to other 
repercussions, this dependence means that NGOs remain 
locked in a patron-client relationship with their donors 
and whatever intellectual enquiry they undertake, is 
always donor-driven (Najam, 1996; Zaidi, 2008).      

 
Civil Society, NGOs and Democratization in Pakistan 
Like many other developing countries, NGOs have 
experienced mushroom growth in Pakistan in the last two 
decades. Several of these are advocacy NGOs, which have 
been generously supported by Western donors as part of 
the latter’s civil society strengthening and democracy 
promotion programs in Pakistan. Post 9/11 era brought a 
windfall for these NGOs as huge amounts of donor money 
started pouring in the country after Musharraf regime’s 
decision to side with the US in its war on terrorism (Bano, 
2008; Mikail, 2011). However, not much evidence exists 
to suggest that the strategy has yielded any positive 
results. On the contrary, research has shown the negative 
impact on of aid to NGOs’ performance and ability to 
mobilize members (Bano 2008).  

The Musharraf era dynamics best explain Civil 
Society/NGOs-Democracy Nexus in the context of 
Pakistan. Two aspects stand out: first, leading NGOs’ 
cooperation with Musharraf’s military government put a 
huge question mark on their democratic credentials; 
second, though NGOs experienced massive growth during 
this era, it was the other elements of civil society, mainly 
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the bar councils and political parties, which initiated, 
sustained, and helped succeed the Lawyers’ Movement, 
seen by many as the vanguard of democracy and as 
“embodying civil society’s finest moment” (Zaidi 2008). 
Looking at these factors, the following section shows the 
inadequacy of the approach that sought to promote 
democracy in Pakistan by strengthening NGOs while 
neglecting other elements of broader civil society and 
political parties.  
 As in most other cases, NGOs in Pakistan 
constitute only a small part of wider civil society fabric of 
the country. Some of the other constituents of Pakistan’s 
civil society are labour unions, media and press, chambers 
of commerce, citizen clubs, and community groups, clans, 
village and neighbourhood organizations, traders 
associations, bar associations, teachers’ and students’ 
unions, and charity organizations (Khan and Khan 2004; 
Qadeer 1997). Though Qadeer (1997) describes civil 
society in Pakistan as robust, Shah (2004, 370) is of the 
view that long history of dictatorial regimes, suppression 
of opposition, and centralization of state power has 
depoliticised civil society and stunted its evolution and 
ability to influence political change. Rais (2007) and Zaidi 
(1999) tend to share Shah’s description of civil society in 
Pakistan. 
  Interestingly, while other segments of civil society 
remained dormant during the previous decades, more 
specifically 1980s and 1990s, NGOs have proliferated, 
particularly since mid-1980s. According to some 
estimates, by June 2009, there were more than 100,000 
NGOs working in Pakistan, though exact figures were 
difficult to ascertain (Thaindian News, 2009). However, 
the number of registered and active NGOs is believed to 
be much smaller. In addition to the factors that led to the 
growth of NGOs internationally, the emergence of new 
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economic and social forces in the country explains the 
proliferation of NGOs in Pakistan. The phenomenal 
increase in the size and wealth of lower strata of Pakistani 
society, particularly in Punjab, resulting mainly from 
remittances from Persian Gulf led to increased use of 
education as a means of social mobility and to growing 
urbanization. These processes not only helped existing 
elites consolidate their power but also saw the emergence 
of new economic and social forces who articulated their 
social and political interest through non-profit civil 
society organizations (Pasha 1997, 191). 

Not only has there been exponential growth in 
NGOs’ numbers, but their organizational diversity too has 
increased. In the initial phase (1980s), NGOs in Pakistan 
focused mainly on human rights, minority issues, and 
social development in rural areas. Gradually, however, 
many of them started taking up governance and 
democracy related issues such as rule of law, 
representative government, voter education and 
decentralization (Rais 2007; Shah, 2000). According to a 
recent study, in terms of sectoral involvement, advocacy 
NGOs are the second largest concentration (17% of the 
total) after the educational NGOs (46% of the total) 
(Navivala 2010). These advocacy NGOs have been 
receiving huge funding as the democracy and governance 
became priority areas for two of the largest donors to 
Pakistan - the US and the UK (Mikail 2011). 
 As NGOs started proliferating and taking up 
political issues, it was hoped that they would provide a 
potential spark which may ignite the democratization 
process, safeguard citizens’ rights and make formal 
institutions more responsive (Sims 1997, 213). However, 
notwithstanding their mushroom growth and huge foreign 
funding, advocacy NGOs have failed in making 
meaningful contribution to strengthening democratic 
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culture in the country (Shah 2004, 368). In the scant 
scholarly work on this phenomenon, several shortcomings 
of Pakistani NGOs have been identified, which explain 
why NGOs have not delivered on this front. Shah (2004, 
367-368), for example, points to low level of institutional 
development, weak organizational skills, and poor internal 
transparency and accountability of the most of the 
prominent NGOs. He attributes weak institutional 
development to growing dependence on the foreign 
donors which erodes NGO’s public credibility, distorts 
their organizational agenda and removes incentives for 
building indigenous resources. He criticises NGOs also 
for failing to link up their resources with other segments 
of civil society, noting it a major reason why they have 
failed in affecting state policies towards open and 
accountable governance.  
 Bano (2008.), in an important study based on a 
countrywide survey of 40 civil society organizations, 
argues that the idea of channelling development aid 
through NGOs with the purported aim of strengthening 
civil society was having reverse effect as NGOs’ 
dependence on donor money had removed the incentive 
and ability to mobilize local constituencies which made 
their bargaining power vis-à-vis the state very weak. 
Moreover, the heavy dependence on donor money meant 
that the NGOs had very little control over setting their 
agenda, which was evident from the changing nature of 
their activities, clearly in response to changing donor 
preferences.   
 Yet, Pakistani NGOs’ most serious flaw, at least 
from the standpoint of this study, is the lack of 
commitment to democracy and readiness to be co-opted 
by the military dictatorship. Bano (2008), Shah (2004) 
and Zaidi (2008) all have made this point, each drawing 
this conclusion from NGOs’ relationship with the 
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Musharraf regime. Shah (2004) and Zaidi (2008) point to 
some important NGO personalities’ joining of the military 
leader’s cabinet, whereas Bano (2008) points to the 
absence of any critique of Musharraf’s military regime by 
the wider NGO community, including the most 
established advocacy NGOs, and its strict avoidance to 
participate in the on-going military vs. democracy debate. 
In fact, the Musharraf era episode showed that NGOs 
were concerned more with the need to advancing 
westernization and sociocultural liberalization than 
politics and democracy. This is what explains civil society 
and NGO leaders’ preference for a socially liberal general 
(Pervez Musharraf) over a conservative, though elected, 
political leader (Nawaz Sharif) (Zaidi, 2008).  
 Zaidi (2008) has also noted that NGOs in Pakistan 
quite often become state’s partners to get material 
benefits, and this is true also of those involved in 
advocacy as several of them were partners of the military 
regime in its devolution plan. Shah (2000) shares this 
observation: “Far from resisting autocratic rule or altering 
the political balance of power in favour of an open and 
accountable political system, large swathes of this 
depoliticized civil society derive privilege and benefit 
from the authoritarian state.” 
 It was within this civil society context, dominated 
by foreign-funded advocacy NGOs that the historic 
Lawyer’s Movement started, only to show the critical 
significance of other elements of civil society and political 
parties if Pakistan was to move towards a genuine 
democracy. 
 
Lawyers Movement: Civil Society and Revival of 
Democracy 
The historic Lawyer’s Movement started in March 2007 
after the military ruler, General Pervez Musharraf 
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suspended the Chief Justice of Supreme Court (SC) of 
Pakistan, Iftikhar Muhammad Chaudhary, by levelling 
charges of misconduct against him. The Pakistani public 
generally viewed the charge sheet against Justice 
Chaudhary, who was becoming increasingly independent-
minded, as fabricated. Justice Chaudhary’s judicial 
activism, which was aimed at restraining executive 
powers, was believed to be the real cause that had led 
Musharraf to take this drastic step. This activism was 
evidenced by several of SC decisions, particularly the one 
that annulled the sale of Pakistan Steel Mills, one of the 
country’s largest public sector enterprises, on the ground 
that the deal had been done in indecent haste. The Court’s 
readiness to take up the issue of missing persons whom 
Musharraf regime had allegedly arrested under the pretext 
of fighting terrorism without following due process of 
law, was the other main factor that was believed to have 
prompted Musharraf to act against Justice Chaudhary 
(Fair 2009; Munir 2009).  

The move against Justice Chaudhary was 
therefore, seen by the public as signifying the 
highhandedness of the military ruler. Though people in 
general were anguished over the development, it was the 
lawyers’ community that decided to forcefully oppose it. 
And they did it in an unprecedented way, rendering huge 
financial sacrifices and braving the worst type of state 
oppression. They would regularly boycott the courts and 
stage peaceful protests demanding the restoration of 
Justice Chaudhary. The movement came to a brief halt 
when Supreme Court reinstated Justice Chaudhary in July 
2007. However, when General Musharraf imposed 
emergency on November 3, 2007, and again sacked 
Justice Chaudhary, along with several other judges of 
higher judiciary, the movement started with a renewed 
fervour. Though Musharraf relinquished presidential 
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office in August 2008, his successor too was not willing 
to restore Justice Chaudhary, fearing latter’s activism. The 
movement, therefore, continued despite the change in 
government. It culminated with a massive ‘long march’, 
enjoying the support of Pakistan Muslim League-Nawaz 
(PML-N) – the major opposition party, on March 16, 
2009, which forced the Pakistan People’s Party (PPP) 
government to announce the restoration of Justice 
Chaudhary.  

The Lawyers’ Movement, one of the broadest and 
longest sustained movements in Pakistan, was heralded by 
many as civil society’s long awaited coming of age (Zaidi, 
2008). The movement was not confined to any particular 
geographic region nor did any particular ethnic or 
sectarian group dominate it. Other segments of civil 
society too became involved in it, though it remained 
largely a lawyers’ movement. People belonging to 
different political parties participated in it. In fact, such 
was its popular appeal and legitimacy that major political 
parties had to align their policies in line with the 
aspirations embodied by the Lawyers’ Movement. The 
movement presented a fascinating example of civil 
society’s potential in newly democratizing countries 
(Munir, 2009).  

Started as a movement to get the dysfunctional 
Chief Justice restored, it soon turned into a struggle for 
free judiciary and revival of democracy. In addition to 
realizing its immediate goal of Chief Justice Chaudhary’s 
restoration, the movement had a profound effect on the 
legal and constitutional milieu of the country. It shattered 
many a myth about Pakistan’s democratic prospects. 
Stephan Cohen, the leading Pakistan expert in the US, 
who had declared Pakistan an ideological ghetto for its 
liberal elements, admitted that he had misjudged 
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Pakistanis’ commitment to constitutional principles 
(Traub 2008).  
Two important conclusions emerge from the study of 
Lawyers’ Movement. First is the role-played by Bar 
Councils – a prominent segment of traditional civil 
society in Pakistan. As discussed earlier, one of the 
critiques of international donors’ democracy promotion 
programs through civil society strengthening is that such 
programs almost exclusively focus on urban-based 
advocacy NGOs, to the total neglect of other segments of 
civil society. The lawyers’ movement forcefully brings 
home the point that civil society’s democratizing potential 
could be realized not by strengthening advocacy NGOs 
only, which remain a tiny segment of civil society in most 
new and struggling democracies. Rather, all or the most 
constituent elements of civil society have to be strong, 
assertive and, above all, of pro-democratic disposition, if 
any civil society has to fully realize its democratizing 
potential.  
 The second point is the importance of ‘political 
society’ in democratization. Although lawyers’ fraternity 
was wholeheartedly waging their struggle and had been 
joined by several other segments of civil society including 
urban-based NGOs, the movement was not appearing to 
be any nearer to success. In fact, at time it appeared that 
first General Musharraf (October 1999 – August 2008) 
and then President Zardari (August 2008 – till date) had 
been successful in forcing the wind out of the movement’s 
sails. This became evident when a long march in 
Islamabad on June 14, 2008, could attract only 40000 
protesters, much less than half a million that the lawyers’ 
community had hoped for (Ahmed and Stephan 2010). 
The long march, consequently, failed to exert any serious 
pressure on the government for the restoration of Justice 
Chaudhary. Zaidi (2008) feared at that time that the 
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movement had lost its momentum because of its lack of a 
connection with any of the established political parties. 
Civil society, he noted, was important, but political 
society mattered as much, if not more.  Rais (2007) too 
had expressed doubts over the chances of the movements’ 
success unless it enlisted the support of opposition 
political parties along with their subsidiary groups.  
 And the importance of the ‘political society’ 
became evident with the second and decisive long march 
held on March 16, 2009. The lawyers’ community had 
been planning to hold a second long march since June 
2008. However, the experience of the first long march had 
raised serious doubts about its success. Given the fact that 
the total number of registered lawyers in Pakistan stood at 
around 80000 (Phelp, 2009), it was unrealistic to expect 
that they could bring about such a huge show of power as 
would force the government to bow before their demand. 
Though many other segments of civil society, including 
NGOs, had joined the Lawyers’ Movement, what was still 
needed was the support of major players in political 
society. And as PML-N – one of the two largest political 
parties in the country - joined the long march, bringing 
out hundreds of thousands of its supporters on the roads, 
the government was forced to announce the restoration of 
Justice Chaudhary.  
 
Conclusion 
Notwithstanding the attribution of ‘magic-bullet’ qualities 
to NGOs in terms of their democratizing potential, the 
practical realities should caution us against putting too 
much hope in them as a vehicle for democratization. 
Pakistan’s case study corroborates this observation. The 
NGOs in Pakistan cannot be credited with many of the 
democratizing qualities attributed to NGO within the 
literature on NGOs and democratization: Their 
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proliferation has not pluralized the institutional arena 
because in most cases it is the outcome of supply side 
dynamics and a means to promote certain individuals’ 
personal ambitions; as they become dependent exclusively 
on foreign donors they do not feel any incentive to 
cultivate domestic constituencies which prevents them 
from widening and deepening possibilities for citizen 
participation; and when they become partners of state for 
petty gains they are no longer able to check state power. 
Finally, the importance of other segments of wider civil 
society and political parties needs to be appreciated. 
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Book review of “Freedom from the Press” by 
 Cherian George 

 
Yvonne Guo* 

 
Introduction 
Like its predecessor The Air-Conditioned Nation, 
Freedom from the Press explores how the Singapore 
government has managed to combine political control 
with capitalist objectives. In this book Cherian George 
further expands on the “comfort through control” theme 
by offering up the intriguing concepts of “calibrated 
coercion” and “networked hegemony”. Drawing liberally 
from the Gramscian theory of cultural hegemony, he 
constructs a narrative of how Singapore’s political 
leaders, through the use of a combination of “hard” and 
“soft” instruments, manage to achieve not only political 
hegemony but also an intellectual and cultural 
stranglehold over its mass media.  

The narrative Cherian George constructs makes 
for fascinating reading. The process by which the PAP 
government established control was a methodical, logical, 
one: firstly, breaking down established counter-
institutions (e.g. independent newspapers) and punishing 
its leaders; secondly, modifying the legal regime so that 
these institutions could not exist anymore; and thirdly, 
setting up their own government-sanctioned institutions, 
headed by government-sanctioned leaders, to “co-opt” the 
members of the original institution. Through this process, 
the objective of self-regulation was achieved with 
minimal bloodshed. In a memorable excerpt, Cherian 
George quotes Lee Kuan Yew admonishing his 
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counterparts in China and Malaysia for using force too 
blatantly in the Tiananmen protest and Anwar Ibrahim’s 
capture, leading to widespread international condemnation 
and popular outrage. According to George, Lee’s critique 
was tactical rather than ideological. The same objective of 
repression could have been achieved with subtler 
methods: why use brute force unnecessarily? Indeed, the 
combination of “hard” and “soft” techniques in the model 
of “calibrated coercion” renders it more effective, and 
also belies the Singaporean government’s sophisticated 
understanding of the tools of power and control. 
 
Separating Perceptions from Reality 
The strength of George’s book lies in his ability to turn 
established wisdom on its head, and to make readers 
comfortable with the numerous paradoxes that underpin 
Singapore’s media regime, one which spins a healthy 
profit while putting out officially-sanctioned narratives. 
He begins each chapter with a myth he seeks to overturn. 
In Chapter 6 he cites, for example, the perception that 
Chinese and Malay journalists are more compliant 
because of cultural factors. And then he destroys that 
myth with the following rejoinder: 
 
When trying to explain the political stances of 
Singapore’s different language media, the right question 
to ask is not who loves the PAP more. Instead, we could 
think about who have suffered the more debilitating blows 
to their confidence and capabilities. The record is clear: 
the Chinese press has paid a disproportionately high 
price for Singapore’s progress.  
 

He then makes the observation that only Chinese-
language and Malay-language journalists were arrested 
under the ISA, whereas English-language journalists 
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remained unscathed. Culture, evidently, did not prevent 
the Chinese and Malay journalists from being critical in 
the early days. So culture was not a convincing 
explanation for their change in behaviour. What made the 
difference, George argued, was the taming of the Chinese 
and Malay press by a combination of hard and soft 
instruments. 

Although critical of the PAP regime and its 
penchant for control, George can be just as critical of its 
foreign critics. He charges, not without reason, that these 
critics are blinded by their own prejudices, leading to a 
shallow and superficial understanding of the mechanisms 
of power and control in Singapore, and in so doing, they 
perpetuate misconceptions and untruths. In Chapter 2, 
George cites another myth, perpetuated this time by a 
foreign journalist who had spent a few months working in 
The Straits Times: 

 
The paper is run by editors with virtually no background 
in journalism. For example, my direct editor … was an 
intelligence officer. Other key editors are drawn from 
Singapore’s bureaucracies and state security services. 
They all retain connections to the state’s intelligence 
services, which track everyone and everything. 
 

Accusing the journalist of not desiring to “let the 
facts get in the way of a good story”, Cherian George 
breaks down the story, explaining that Singaporean 
journalists and editors are well-qualified professionals in 
their own right, and attributing the tight links between 
media and government to a similar talent recruitment 
process based on meritocracy. To George, therefore, such 
ill-informed foreign critics “underestimate the 
sophistication and resilience of the PAP model of press 
control.” 
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A Narrative “Too Perfect”? 
One possible critique of George’s otherwise excellent 
narrative is that it portrays government action as almost 
too coherent, as carefully calculated, and perfectly 
rational. With the benefit of hindsight it is perhaps easy to 
perceive everything as planned from the beginning, part 
of a long-term vision. In my view, George does not pay 
enough attention to the incoherencies between different 
parts of the government’s media policy and the possibility 
that some policies may have been knee-jerk reactions 
rather than part of some grand strategy. Ironically, unlike 
Lee Kuan Yew’s critique of his Chinese and Malaysian 
counterparts, Cherian George’s critique of the PAP 
regime’s tactics of media control is ideological rather than 
tactical. Even as he expresses admiration for its seamless 
blending of legal and political instruments, he decries the 
outcome of this process: a prevalent culture of self-
censorship, an absence of investigative journalism, and 
the gradual delegitimisation of the mainstream media by 
alternative online media. 

Another surprising aspect of George’s book is that 
after painstakingly describing the sophisticated and 
carefully-designed nature of the PAP’s press control 
mechanisms, and detailing how these were in line with the 
ruling party’s objectives, he asserts that:  
The PAP may actually have more to gain than its 
opponents from a vibrant press. […] The PAP — 
especially while it is in government and can tap an able 
civil service — remains well ahead of the opposition in its 
ability to run the country. This superiority should be 
manifest in more open debate. Having the most strength 
in depth, it can improve instead of wither under public 
scrutiny. [...] Thus, a rational long-term strategy for the 
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PAP’s self-preservation would seem to require investment 
in independent and credible mainstream media.  

While it sounds inherently persuasive – and 
George’s argument for a freer media regime may not be 
entirely devoid of self-interest – it is not clear, to me at 
least, and certainly to the PAP, that it would have more to 
gain than to lose. Firstly, it may be oversimplistic to 
assume that just because the PAP has been more 
technocratically capable in “running the country”, that it 
will be equally deft in its handling of a freer press. The 
temptation of resorting to old methods like defamation 
suits may never completely disappear. Secondly, freeing 
up the media regime could also lead to the uncovering of 
long-suppressed truths that could be detrimental to the 
PAP’s legitimacy.  

A third general critique of George’s book is his 
penchant for unsubstantiated generalisations such as the 
following – which, ironically, would not sound out of 
place coming from the mouth of Western critics which 
George seeks to distance himself from: 

 
Dictatorships don’t last. In the long run, the divergence of 
interests between leaders and led rips regimes apart. 
 
In his desire to write for a broader audience in an 
engaging journalistic style, it is clear that George has 
made some sacrifices in the area of academic rigour. 
Though powerfully written, his book straddles 
uncomfortably the line between academic monograph and 
popular non-fiction, and arguably does not really belong 
in either category. While not conforming to the structure 
and norms of an academic publication, with a literature 
review, theoretical framework and empirical 
methodology, it might be a tad too academic for the 
average Singaporean reader, with its constant references 
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to critical theory and the communications literature. 
Perhaps George, consciously or not, wrote it with his 
students in mind, rather than for academics or for laymen. 
 
Powerful Conceptual Constructs 
That is not to say that Freedom from the Press is devoid 
of academic value: ultimately, the greatest contribution of 
George’s book to the political science literature is his 
concept of calibrated coercion. Although used to describe 
media control in his book, it is hard to think of any aspect 
of Singapore society which is not regulated in the same 
manner. “Calibrated” is a particularly well-chosen word 
because it is a preferred catchphrase of current Prime 
Minister Lee Hsien Loong, and reflects his preference for 
incremental policy change rather than a fundamental 
overhaul of Singapore’s political system and the 
principles which sustain it. “Calibrated” also calls to mind 
theories of behavioural economics, with the state 
attempting to “nudge” people toward socially desirable 
outcomes. Thus, seen in this light, “calibrated coercion” is 
not unique to Singapore. Other countries do it too: the 
question is one of degree and effectiveness rather than 
absence or presence. It was particularly amusing to read 
the Singapore government’s reply to George’s op-ed on 
the topic: “the Government does not depend on ‘calibrated 
coercion’, but derives moral authority precisely from what 
Dr George himself acknowledged — ‘an outstanding 
record in delivering the goods, internal discipline, ability 
to win genuine freely-given loyalty from the majority of 
Singaporeans’”. 

Networked hegemony – the outcome of calibrated 
coercion – is another useful concept from the book, 
though it is hard to see how hegemony can be established 
without networks. To his credit, George does point out 
that the networks the PAP established, such as NTUC and 
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REACH, were done with the deliberate intention of 
consolidating its control, and perpetuating its discourse. 
He also alludes to their unintended consequence: the 
nature of these networks means that they are imperfect 
feedback mechanisms, since they are controlled and 
perpetuated by individuals with inherent biases. Thus 
although these networks are instrumentalised, they are 
also limited. “Open” networks, on the other hand, are 
resistant to government control and dominance. George 
ends with a pitch for more citizen participation, something 
that, in my view, is not necessarily incompatible with 
hegemony, so long as citizens are given the opportunity to 
participate while denied that of decision-making. This 
would allow the PAP government to, in George’s words, 
“have its cake and eat it too.” 

 
Conclusion 
Freedom from the Press is an engagingly-written and 
insightful contribution to the literature on both politics 
and media in Singapore. In particular, the concepts of 
“calibrated coercion” and “networked hegemony” stay in 
the mind of the reader long after he finishes the book and 
are useful frameworks for understanding the methods and 
outcomes of media control and the PAP’s political 
dominance in Singapore, both of which, as George shows, 
are inextricably intertwined.  

Ultimately, though, calibrated coercion and 
networked hegemony are premised on the PAP’s 
monopoly of the press, a monopoly which is gradually 
being challenged by the emergence of free news sources 
both online and offline.  

Instead of looking at the question from the angle 
of government control, as George has done, another 
question that should be asked is whether SPH’s business 
model is still relevant and what the value proposition of 
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its newspapers is in an era where consumer tastes are 
changing and many competitors offer the same news at no 
cost. Indeed, it costs a lot less in terms of time and money 
to read news from TODAY or Yahoo! News Singapore, 
than to read the Straits Times, whether online or offline. 
Moreover, SPH has to contend with former journalists 
like Bertha Henson and PN Balji, whose independent 
news-commentary blogs fill a market niche and cannot be 
easily regulated. Finally, the Straits Times’ editorial line 
has also shifted to carry a more diverse set of views 
compared to in the past, perhaps to satisfy changing 
consumer expectations. The setting up of the Straits 
Times’ Singapolitics blog, and the occasional featuring of 
op-eds critical of prevailing government policy, as well as 
flattering interviews of opposition politicians, are all signs 
of a significantly different approach by Singapore’s 
flagship newspaper compared to a decade ago.  

 
Cherian George argued that the success of the 

PAP’s media strategy was due to the fact that political 
control was compatible with profitability. In my view, the 
tension between both objectives will increase with the 
emergence of new competitors, especially if sites like 
Breakfast Network and The Independent manage to grow 
and become financially self-sustaining. These small 
competitors will not consign the mainstream media to 
irrelevance, but will pose a significant legitimacy 
challenge. It is in responding to this legitimacy challenge, 
within a changed political context, that the mainstream 
media might progressively achieve some level of 
“freedom” from conservative forces. 
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Review of “An Uncertain Glory: India and  
its contradictions” by Amartya Sen and Jean Dreze 

 
Mrinalini Kaur Sapra* 

 
In “An Uncertain Glory: India and its contradictions” 
Amartya Sen and Jean Dreze seek to capture the failings 
of the Indian state since the liberalization process began in 
the 1990s. Has the resultant growth been inclusive? Have 
efforts been made to ensure growth for all sections of 
society? How well has democracy functioned in India? Is 
the administration imbibing values from best practices 
within the country and outside? 
 
In terms of GDP per capita, India’s rank in South Asia has 
improved due to economic progress. However, if you 
evaluate the progress from the lens of social indicators, a 
distressing picture emerges. The rank has actually 
worsened with India lagging behind in areas such as life 
expectancy, infant mortality rate, access to improved 
sanitation and female literacy rate. There is considerable 
variation between regions in India, with marked 
improvements in some areas coexisting with regressive 
features in others. The authors point to this contradiction 
in their work and state, “A democratic country can hardly 
want to become part California and part sub-Saharan 
Africa” (pg. 40). 
 
An important point raised by the authors is the need to 
learn from the experiences of successful countries outside 
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India and states within India – and emulate these 
practices. For example, Bangladesh has made phenomenal 
progress within a short period of time addressing issues 
such as immunization, fertility rates and schooling. With 
the exception of Nepal, all other countries of South Asia 
have performed better than India in terms of access to 
improved sanitation. In India, 50 percent of Indian 
households did not have access sanitation facilities, 
compared to one percent in China. States such as Kerala, 
Himachal Pradesh and Tamil Nadu have fared better than 
their counterparts and can be studied to understand their 
policies and policy implementation capabilities. 
 
The dualistic nature of India’s development model is 
exacerbated by the failure to responsibly incorporate 
environmental sustainability as a goal. No cohesive 
structure appears to be in place to address the issue of 
negative externalities generated from manufacturing and 
urbanization. On the other hand, India’s failure to expand 
operations such as mining and infrastructure has been 
attributed to “democratic practices” such as seeking 
requisite clearances from the Ministry of Environment 
and Forests. 
 
Commitment to environmental sustainability cannot be 
compromised upon as the well-being of the country and 
its future generations depends on it. Sen and Dreze write, 
“…Development cannot be divorced from ecological and 
environmental concerns” (pg 43). Linear models and 
projections alone cannot capture the delicate linkages that 
exist and the complexity of the situation needs to be 
appreciated. The recent flooding in the state of 
Uttarakhand in India in June 2013 has been attributed to 
irresponsible, uncoordinated and unregulated 
development. The unofficial death cannot be known with 
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certainty but some estimates place it at over 10,000 
people. The area had seen a proliferation of hydroelectric 
projects and illegal construction activities. Failure to 
recognize the fragility of the eco-system and its 
detrimental effects led to complacency of officials who 
were caught unaware when the situation imploded. 
Lessons need to be learnt from such excessive 
interference with natural cycles.  
 
They ask the question: Has Indian society become so 
arrogant that we are not reading any warning signs? 
 
Perhaps one reason why officials turn a blind eye and 
complacency enters the system is the rampant corruption 
that has become institutionalized in government 
processes. The authors argue, “Corruption has become 
such an endemic feature of Indian administration and 
commercial life that in some parts of the country nothing 
moves in the intended direction unless the palm of the 
deliverer is greased (pg 95).” An atmosphere of 
“informational darkness” (pg 96), social sanction and 
prosecution failure promotes corrupt practices, which is 
also aided by the lack of accountability in the system. 
 
India prides itself on its vibrant democratic processes. The 
Indian media is free to report on a wide range of issues. 
However, the quality of the coverage has been lacking. 
The authors highlight that “the biggest barrier to the free 
operation of the media in democratic India lies in its 
partiality in favour of the rich and the powerful…” (pg 
264). Issues such as rising inequality, caste and class 
prejudice, sanitation, rural issues and health – hardly get 
any coverage. The media helps to perpetuate an elitist 
image of India and fails to tackle the dual nature of 
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India’s economy and society. The underprivileged, the 
poor, the oppressed and the struggling cannot find a voice 
in today’s media. This is the state of affairs in a country 
with over a hundred news channels. 
 
There has been a lot of debate on poverty figures within 
India with the divergent definitions of poverty and income 
levels coming under controversy as being unrealistic and 
too low. However the authors note that even with the 
present poverty line more than 350 million people in India 
are officially acknowledged as being poor. They question 
whether it is possible to lead a dignified existence in these 
circumstances. In Chapter 2, they emphasize the need to 
understand multidimensional poverty, which includes 
living conditions, inequality, deprivation and the 
expansion of human capabilities. 
 
Dreze and Sen’s work has come at a crucial time in 
India’s history. India cannot afford to be complacent 
anymore and there is a “need for impatience” (Chapter 
10). Blind reliance on markets to solve the education and 
health crisis in India is not a viable long-term solution. 
They call for the “skilful use of the complementarity of 
economic expansion and human advancement through 
education, healthcare, better nutrition and other 
determinants of human capability (pg 278).” This has not 
been done in India. 
 
Policy analysts, scholars, and students will benefit from 
this important work on social and economic development 
in India. However, the wisdom from their insights is 
applicable not just to India but to all emerging nations 
dealing with the forces of globalization and internal calls 
for modernization. In this game of “catch up”, there is an 
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urgent need to turn around and see who is left behind and 
why. 
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