Interview with Michael Lipton

Michael Lipton holds the positions of Research Professor and Director of the Poverty Research Institute at the University of Sussex, as well as Professor of Development Economics at the Poverty Research Institute. He earned an MA degree from Oxford University and a DLitt degree from the University of Sussex. In the past, he has held positions at the Institute of Development Studies, All Souls College, Oxford, the International Food Policy Research Institute, and the World Bank. His extensive research record has focused on agriculture and rural development, land distribution, poverty, demographics, and nutrition. Most recently, he has contributed to the International Fund for Agricultural Development’s 2001 Report on Rural Poverty.

How did your interest in development economics begin?
As a student of Paul Streeten in Oxford, I was asked to comment for Gunnar Myrdal on his book, then in draft, Beyond the Welfare State. This led to an invitation to work on his huge review of Asian achievements and frustrations in the search for development, Asian Drama.  My work in 1960-62 for this book - mainly on levels of living, economics of climate, demography, and ‘economic planning’ – convinced me that development economics was, by the 1960s, what was previously known as ‘economics’: the analysis of poverty and its reduction and of ‘the natural progress of opulence’, seen in part as an issue of resource allocation by individuals and firms, in part as an issue of public policy choice.
Your involvement in development economics has been very much focused on the rural sector. How did this particular interest develop?

Again, this had its roots in my work with Gunnar Myrdal’s team for Asian Drama. Extensive literature reviews, required for this work, convinced me that then (even more than now) the economic analysis of development issues was absurdly neglectful of the 60-70 per cent of economic agents in developing countries who live and work in rural areas – and, through this neglect, involuntarily supportive of policy biases against rural people and the agricultural sector, and hence against the efficient poor.  Also, it was clear that rural farm households presented a great chance to deepen our understanding of economics at the general level – as the last four decades of economics of risk and uncertainty, and of technical progress, confirm. In 1966 my eight months in an Indian village, learning about and from smallholders’ decisions and responses, deepened my involvement in rural issues as the core of early development and poverty reduction.

Why is rural development so important for poverty alleviation?

Of the world’s ‘dollar-poor’ (those consuming below $1 a day at 1993 international purchasing power parity) 70% now live in rural areas, and the best projection (by Ravallion) is that half will still do so in 2035. Anti-poverty policies in most cases need to address the poor where they are. Further, the poor survive almost wholly on incomes from work, and the capital cost per workplace is normally much lower in rural than in urban areas. The technical and economic feasibility, and great developmental and growth benefits, of rural-based poverty strategies were demonstrated by huge poverty reductions during the ‘green revolution’ – in India (1975-89), SE Asia (1970-95) and, in the context of egalitarian land privatization, China (1977-85). The efficiency and labour-intensity of small-scale farming, and its crucial role in creating subsequent demand for labour-intensive rural industrialization, further demonstrate the concordance of efficiency, equity, and rural development.
In your view, are multilateral development institutions, such as the World Bank and the United Nations Development Program, appropriately focused on rural poverty issues?

No. Agriculture – which provides the main income source for about two-thirds of the world’s dollar-poor - now receives barely 12 per cent of sectorally allocable aid.  The absolute real value of aid to agriculture fell by over 60 per cent between the late 1980s and the late 1990s. The World Bank led the way in recognizing the role of agriculture and supporting it with appropriate aid in the 1970s – and still leads in rural and agricultural sector analysis – but, tragically, also led this catastrophic retreat in support for agricultural infrastructures, which, especially in Africa, has in no way been made good by private or governmental flows. 

The UN specialised agencies in the UNDP context lack the investible resources to provide major infrastructural support to the rural sector, though FAO, WHO and ILO make important local contributions. IFAD, with an almost ideal mandate and goals (to focus on agriculture, especially with nutritional benefits, for the poorest people in the poorest countries), has some excellent micro-activities and analyses, but is hamstrung by lack of cash and of clear strategy and priorities.   

What are the most pressing policy changes required to successfully address rural poverty?

One pressing need, the reduction of the price squeeze on agriculture, has been largely met since the mid-1980s. However, urban elite groups are no less powerful in most developing countries. So better farm prices – apart from being undermined by EU, US and other actions to artificially glut world farm markets (see next reply) – are offset by other public policy changes, even further cutting rural people’s shares of key public-goods, merit-goods and infrastructural provision. The fiscal crisis of African governments presses such provision down overall – and charging policies for health and education, while often justified in general, impinge specially severely on rural people, because they are poorer and because they get worse services. Large rises in the share of public energies and expenditures going to provide – or where feasible (not all that often) to pay the private sector to provide - rural roads, properly staffed and stocked clinics and schools, and perhaps above all means of water control and management (not subsidies),  would in a large majority of developing countries be both poverty-reducing and growth-enhancing. 

In the medium term, however, the most pressing single policy change that is needed in many developing countries is to raise substantially the priority of agricultural research directed at raising yield and lowering risk for labour-intensive smallholders.

Trade economists often mention continuing agricultural protection in the United States and the European Union as significant inhibitors of rural development in the poorer countries of the world. Are they correct in this assessment?

Yes. Returns to farming in poor countries are pushed right down by huge, artificial over-supply of farm products in the US, EU, and Japan. There are also more subtly harmful indirect effects: increased instability, because EU and many other farm suppliers are partly insulated from the need to respond to market signals through output shifts;  encouragement of developing-country governments to think that rural and farm development is hopeless (because it will be undermined from EU and other rich producing countries) and needless (because farmers from those countries will force them to give food aid); and, most insidious of all, the massive and increasing biasing of research – notably into genetically modified seeds - towards the priorities of artificially stimulated, big and capital-intensive farms in the west, to the neglect of research that meets the central needs of tiny farmers in poor countries for higher yields and greater robustness under moisture stress. 

Much of the current research on the trade and development process is focused on growth as an objective of development. In your view, what role does growth play in the development process?
There are few, if any, examples of sustained poverty reduction without growth. Much recent work suggests that more growth is normally better for the poor than less growth, across a large sample of countries. However, this misses the important point that the responsiveness of poverty to faster growth varies enormously across countries, and within the same country across time-periods. Hence there is great scope for ‘events’ or policies to alter the effectiveness of a given (politically and economically) attainable growth rate in reducing poverty. 

Policies, not just events, can increase the poverty-reducing effects of growth – without damaging, indeed sometimes while benefiting, the rate of growth itself.

First, very unequal initial distribution of income and assets greatly reduces the impact of subsequent growth on poverty reduction. There is evidence that more equal distribution of either operated farmland (e.g. achieved by land reform) or education raises the rate of growth. Much low-end inequality - keeping the poor back, and thus out of certain key markets, by making it hard for them to save or borrow - is partly ‘achieved’ – rewarding the efforts, and economically demanded capacities, of those who become rich – but, especially in many developing countries, substantially ‘ascribed’: people get rich by be-ing of the right caste or tribe and/or old, male, urban,or born to rich parents. Ascribed inequality harms both growth and the poor’s income shares and prospects. Despite elite power, clever politicians can and do devise policies to attack ascribed inequality and gain votes and patronage – as well as growth and poverty reduction - by so doing.

Second, countries that are more successful at reducing fertility thereby substantially accelerate poverty reduction; two effects of reduced fertility (mainly via higher adult/child ratios), faster growth and less low-end inequality, are about equally responsible. This implies huge advantages, both for growth and for poverty reduction, from policies increasing incentives and options for fertility reduction, thus soon raising the adult/child and hence worker/dependent ratios. Such policies include attacks on child mortality (which, if successful, soon persuade couples to reduce replacement and child-hoarding fertility); better options and lower opportunity-costs for education (so parents can ‘replace quantity with quality’ in children); and better employment prospects for parents, especially women (raising the opportunity-cost of raising many children). But it is imperative for such policies to focus, far more than they now do, on groups left behind by demographic transition, and still with high fertility and few incentives to cut it: the poor and the rural.

