PRIME MINISTERIAL COMMITTEE ON AGRICULTURE


Minutes

Prime Ministerial Committee on Agriculture

3rd Meeting: 20th of May, 2009

Economic Affairs Division

Chaired By

Minister of State for Finance and Economic Affairs

1. Opening Remarks:

The meeting started at 09.15 AM with the opening remarks by the Minister, Ms. Hina Rabbani Khar. The Minister stated that the main issue and focus of the Meeting would be to develop ideas and recommendations for the forthcoming National Budget. She mentioned that previous meeting had provided a solid basis for the Committee and that that the Sub-Committee on Marketing (Chaired by Mr. Afaq Tiwana) had furthermore presented a holistic plan for developing marketing channels for agricultural produce. 
The Chair noted that this session would complete a series of presentations that would build on the findings of the Committee in two previous meetings.
 These are noted from the previous meetings in an Annex to these Minutes).

2. Deliberations:

Presentation by the Finance Sub-Committee: the presentation covered the various factors impeding the delivery of finance and credit to farmers. Among the recommendations was the idea for a private-public partnership company to undertake due diligence for small farmers on behalf of the banks. Other recommendations included legal changes for enabling the recovery non-performing loans, introduction of a system of warehouse receipts, a proposal for a Rural Credit Guarantee Scheme and the need to undertake a system of computerized land records.
Discussion: With regards to warehouse receipt system the committee noted that ware house laws and legislations should be in place to handle corruption issues. The Minister said that it was too early to talk about laws implementation but at least legislation should be drafted. It was observed that 70-80% of the farmers pay their loans it is just 15% of them who put the pay back behavior of the rest into jeopardy so some legal changes were recommended for recovery. The committee recommended the establishment of Credit Guarantee fund for small farmers which will encourage banks to lend to small & marginalized farmers who do not have access to banks’ credit under normal circumstances. The committee further suggested that the land digitization issue should be taken up and since Punjab has digitized the records in two districts and now Sind is also following it, a proposal of technical assistance for designing and infrastructure can be given to those provinces who want to implement it. 
Presentation on Organic Trade/Certifications: The presentation elaborated that the organic trade was important because of quality issues, GAP practices, concept of safe food, fair trade-social aspects and organic food standards of different areas of the world. For the first time certification the basic recommendation was soil, no use of inorganic fertilizer, ingredients and their processing and handling operation and transplantation issues. It was presented that organic laws and government guidelines were non existent in the country. Therefore non profit organizations, NGOs or private sector and an international unit will have to be brought into the picture. At the same time the Government sector intervention in regulatory and developmental aspects was suggested. Committee further recommended creating an institution within a research establishment to make it cost effective with regards to resources needed as a transient option. EAD’s help, political support from the PM, retaining and retooling of staff and financial requirements were also requested.
Discussion: The committee recommended broadening the scope of certifications from merely the organic certifications. The committee further suggested private sector as the transient option. It was also recommended that a body be created first within PARC and then the private sector should be invited to intervene. Committee realized the sense of urgency regarding this issue considering Agriculture as the back bone of economy than merely the food security. Committee suggested for innovative interventions like predator parasite labs being set up in N.W.F.P
Presentation on Marketing Cooperatives: It was presented that there are 104 markets in Islamabad but the whole of Punjab has 121 agricultural markets and the farmer is at a loss to sell. The situation in other provinces is worse and there is a very strong Arhti system so some farm welfare steps need to be taken. Incentives to develop marketing cooperatives were discussed like new institutional arrangement, social aspects of Halla project or the basis on which Dhoodh Darya was established. It was recommended that a democratic process be followed for election followed by regular meetings and an electoral schedule should be the approach. Recommendation for membership, need assessment of the individual cooperatives and financial implications was also discussed. 
Discussion: no infrastructure for a marketing cooperative was needed. The farmers just need a place to set up a stall. It was further noted that ‘Halla’ model is the only successful model of cooperatives in the country and had to encounter a lot of troubles in the beginning and nobody at the time of its inception was hopeful of its success. But this cooperative proved successful and is functioning according to social needs of the particular areas. The model has been replicated to other areas with some functional changes in the next area. The committee recommended a person to handle this cooperative issue with agriculture knowledge and a will to do it and also asked for political will to make it happen. Some other examples include Crop Maximization project which has some village organizations working under its umbrella and all other development sector projects running with the help of social mobilization which can be strengthened to be converted to cooperatives.  A responsible central apex body was recommended as a way forwards to tackle this issue.  
Presentation by the Research Sub Committee: though agriculture research system devised earlier has served well but now it is outlived its utility and needs a conceptual change. It was discussed that research was a provincial function and there was a lack of coordination between universities and the research stations, provinces and Islamabad. Data of total PhDs and Masters Degree holders of different universities and research stations was presented and their active role in research was highlighted. Recommendations included pluralistic institutional structure, flexibility, autonomy and accountability for public research institutions and an opportunity for PPP in R&D. Priority research areas were highlighted and the meager amount of budget allocated to R&D was discussed and was compared with other countries. Twofold increase in R&D budget was recommended.
Discussion: current spending was only $1billion. It was recommended that this budget be doubled and monitored after one year as a follow up. Committee further learnt that 70-80% of the people working in R&D in agriculture sector are in the age group of 56-57 years and their replacement would be a great problem in the coming future which needs prior attention.  It was further discussed that research never trickles down to the farmer but CSF’s CEO mentioned the initiative taken by CSF to financially support a company to bring this research to the market. It was further emphasized to import new varieties from abroad by bringing in the private sector and tat the same time  continue the long term research rather than working 10 years on developing a variety that already exists abroad. The role of federal and provincial governments to realize the requirement of GM food in the recent developments was also appreciated. 
3. Summary of Meeting Recommendations

Finance

· Private-public partnership company to undertake due diligence for small farmers on behalf of the banks. 

· Legal changes for enabling the recovery non-performing loans, 

· Introduction of a system of warehouse receipts, 

· Rural Credit Guarantee Scheme 
· Develop a system of computerized land records.

Organic Farming and Trade Certifications

· Broadening the scope of certifications from merely the organic certifications. 

· Agency be created first within PARC to develop organic farming
Marketing Cooperatives

· Formation of an apex body to develop agricultural market networking based on the principles of the ‘Hala” organization
Research, Development and Extension

· Budget for R&D to be doubled 
4. Future Action Points:

Secretary MinFA, Mr Zia Ur Rehman was asked to contact concerned officials in the provinces and come with a report and a way forwards to deal with the issue of land digitization. Mr. Muhammad Ashraf Khan from State Bank will also work with MinFA. Technical help and inputs will also be given by Mr. Asad Umar and Mr. Afaq Tiwana.

Mr. Ashraf Khan, Mr. Afaq Tiwana, Mr. Asad Umar, Secretary MinFA Mr. Zia Ur Rehman to meet with Ms. Hina Rabbani Khar next Friday 22nd May with regard to recommendations given by Finance Sub Committee.
Mr.Zafar Altaf will provide a presentation on certifications and recommended changes lead it and Mr. Said Khan khalil will interact with him on predator parasite labs.
Mr. Zafar Altaf was assigned to design a central body and its operations with respect to marketing cooperatives issue. Mr. Asad Umer was asked to give inputs from management perspective.
ANNEX 1

SUMMARY OF FINDINGS OF PREVIOUS COMMITTEE MEETINGS ON 5TH AND 31ST MARCH 2009
1. INTRODUCTION

Agriculture in Pakistan is a priority sector. There is a need to learn from different stakeholders about an effective way forward in the agriculture sector. The donors should also be included to ensure that their projects conformed to the policies and requirements of the Government of Pakistan.  Value chain linkages both backward and forward must be emphasized. Public-private partnership is essential if the potential of Pakistan’s agriculture is to be released.  International trade relationships with neighboring countries are essential. Research is also important and the industry is constrained by a lack of infrastructure. Two major themes for the Committee were (i) strong links with international export markets via trade, especially with Central Asia and  (ii) a requirement to deal with the issues brought to the Committee on a large scale that had major impact to transform agriculture. 
2. FINDINGS
Agriculture is the backbone of Pakistan’s economy and is the key to food security. In many respects Pakistan lags behind world average crop yields even though the productivity has improved significantly over time. MINFA said that major initiatives included: promotion of cotton, development of the seed and horticulture sectors, an emphasis on agribusiness investment and on enhancing crop storage capacity. The presentation described these initiatives in detail.

There was a need to tackle farm productivity, but overall there were four major areas of immediate possible intervention in the agriculture sector:

a. Infrastructure: only 30% of commodities have covered storage facilities. There is a need for this lack to be covered by public-private partnership (PPP) arrangements. In this context the National Trade Corridor Improvement Project (NTCIP) is a critical component and must be considered by the donors. The implementation of cool chains was particularly important. Community-based infrastructure including storage was required.
b. Productivity: Farm productivity (especially for wheat) must be enhanced in order to release land for other, higher value crops and to limit demands on water. Forage production must be developed for the livestock industry and the entire farming and cropping system must be reorganized. This can be done via relevant policies, legislation and through research.
c. Value Addition: Agribusiness and food manufacturing were essential uses of agricultural raw materials. Special Economic Zones for agriculture could be created. There was a need for vocational skill training e.g., in food science. Investment by foreign agribusiness companies could be encouraged. Trade links needed to be encouraged for value-added Pakistani food items. 

d. Quality to World Standards: MinFA had created the National Animal and Plant Health Inspection Service (NAPHIS) with assistance from USDA. However more work was needed to strengthen this institution in particular the need for foreign technical experts.  There was a need for quality certification (e.g., GlobalGAP and HACCP) from the farm to the point of export and indeed beyond. Equally the domestic market quality could be improved. Certification of the irradiation plant in Lahore was an example of the need for assistance.
Finance in agriculture: it was estimated that the total credit needs for agriculture could be PKR 600 billion. Much more effort was needed to improve access to credit by smallholders and women. The need for a financial product covering the entire value chain from input to output was realized. The role of the Zarai Taraqiati Bank (ZTBL) and the Punjab Provincial Cooperative Bank were noted as was the importance of micro-finance. The target for agricultural credit for 2008-09 (July-June FY) was PKR 250 billion of which the banks had disbursed PKR 1309 million by February 2009. The major share of credit is taken for production purposes, with nearly 65% going to smallholders. That said, it is estimated that only 42% of the agri-credit requirements are being met by the commercial banks. Recommendations included establishment of a credit guarantee scheme, improvement of land records, removal of withholding taxes and implementation of the Loans for Agricultural, Commercial and Industrial Purposes Act, 1973 for recovery of Non-performing Loans.
Research and Development in agriculture: there was a need to consider unconventional approaches such as bio-fuels, renewable energy and biotechnology. New varieties, seeds and cultivars were necessary, especially in the fruit tree industry where dwarf varieties were important. Concern was expressed about the future of the citrus and mango industries unless replanting was undertaken and disease controlled. Little had been done in this area but the Committee thought that PARC provides the institutional structure to move forwards. For policy-makers there was a lack of economic research and analysis. Organizations like the Agricultural Policy Institute (API) need to be brought forwards and strengthened.
Cotton and textiles: the Committee heard that this was the mainstay of Pakistan’s economy and exports. Productivity needed to be significantly increased. However farmers needed certified seed. The seed certification process was reported to be paralyzed and dysfunctional. Genetically Modified (GM) crops remained a policy dilemma, especially “Bt Cotton”. Due to failure in this area Pakistan was not taking advantage of a reduction of cotton production in other countries (e.g., the USA). Cotton is suitable for Pakistan because it does not demand high levels of water.  However, the high productivity of Bt Cotton was required. 

Quality seeds are of major concern in all the main industries. Much depends on the ability of Pakistan top offer protection of intellectual property to seed companies. However, the amendments to the Seed Act had been pending for the last three years. The Committee heard that procedures had been held up by the Ministry of Law. The Plant Breeders Act was another instance of legislation that was required but had been held up. The lack of quality seed in the wheat industry provided a direct threat to food security with declining yields and the risk of disease.

Water supply and management was an important issue. For example the rice industry may not have enough water in the future and this was an important export crop. Some irrigation projects developed by the Government had not been successful (e.g., small-scale centre pivot technology). There was a need to bring the barani areas into production. Wastage from the main irrigation system was high and farmer water user’s groups needed to be strengthened. Citrus orchards suffered from increases in salinity as did coastal Sindh.

Value addition: the role of private sector was very important and needed to be encouraged to invest.  Current initiatives by the donors (especially USAID) emphasize the role of PPP. There was a strong need for the financial institutions to provide credit to agriculture and to help facilitate investment into the industry. Equally the competitive advantage of Pakistan in certain sub-sectors needed to be understood and measured. There appeared to be considerable opportunities for the export of higher-value added horticulture produce and for halal meat, but the market requirements needed to be complied with. 

Milk is a major dietary item in Pakistan and there was a need to move the dairy industry forwards; quality was a key issue since adulterated milk carried health risks. There was a special need to provide support for landless owners of one or two animals and to enhance the role of women in the industry. The quality of milk available to the consumer could be substantially improved by pasteurizing the fresh milk and through the installation of chillers through the production area. Various initiatives were underway (e.g., by Livestock and Dairy development Board and the Pakistan Dairy Development Company and various NGOs/RSPs) but that more could be done by both Government and donors. Constraints on the formation of small business groups and cooperatives at the community level needed to be removed by a review of the legislation. In general livestock research had been neglected and there was an absence of animal health care and correct husbandry practices.
Infrastructure and marketing:  Most agriculture sub-sectors needed improvements in this area. There were important private sector initiatives such as Agrimall that could be built upon and extended. Possibly a way forwards was for the Government to facilitate the establishment of similar community-based farmer service centres that dealt with inputs (seed, fertilizer etc.) and outputs (e.g., provided cool rooms and other storage facilities). Such centres would also provide a focal point for credit. However in order to move private investment in this area forwards the legislation had to be in place. The Committee felt that once the private sector knows about opportunities in processing, logistics, rural retailing and once the market is properly regulated and laws fairly applied investors would come forwards. This aspect was missing. 

Exports: poor quality and SPS are the areas holding Pakistan back. It was felt that Pakistan had excellent location advantages and that a trade corridor would materially assist, especially to markets in Central Asia. 

� Held on 5th March and 31st March 2009
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