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1. Introduction: A new view of irrigation management

Irrigated agriculture as an area for development cooperation has acquired an
unfavourable image recently. It is accused of not only being the largest consumer of
water in terms of volume but also of showing a very low level of efficiency. In relation to
the results of production, water consumption is too high — and conversely, in relation to
the water consumption, the results of production are too meagre. In addition there are
the extremely high investment, operating and maintenance costs for the irrigation
systems, which constitute a substantial burden on public sector budgets. As a further
consideration, the financial resources devoted to the irrigation systems do not all result
in actual irrigation, but “leak” away to other points. Finally, inappropriate irrigation has

led to serious environmental damage.

To document these problems areas fully and develop promising approaches to their
solution, interdisciplinary dialogue is needed. Specifically, there is also a need for lines
of enquiry which go beyond technical aspects of these problems to look at the political
and socio-economic aspects as well. The present paper is an attempt to examine
irrigated agriculture from the standpoint of the new institutional economics. The core
idea of this (still relatively young) theory is to interpret and explain the behaviour of
individuals and groups in terms of political and administrative systems. This does not
mean that the personal characteristics of the actors would be irrelevant. However, if we

take an “average” actor, there are clear relationships between the structures in the

environment within which they act and their behaviour. By configuring such structures, it
is possible to direct the behaviour of the people operating within them. The structures
and rules of the system not only determine people’s scope for action (“What can, may
and should | do?”) but also the relative individual benefit of the various alternative .

actions for the actor concerned (“What course of action is most advantageous for me

personally?”). The new institutional economics pays special attention to this latter
aspect. It explicitly investigates the structures of incentives within which an actor moves
and which largely determine their motivations (cf. Richter/Furubotn 1996).
Recommendations for improvement based on the new institutional economics
accordingly do not involve identifying “oad people” or “villains”, but rather “poor”
organisational structures and rules — i.e. ones which do not serve the organisation’s
goals optimally. :

The political systems in many developing countries are organised on centralised and
bureaucratic lines which promote certain ‘system-specific modes of behaviour by actors

‘which are known as “rent seeking”. As we will see, the institutional framework can have

a decisive effect on irrigated agriculture. We will show how and why rent seeking can
adversely affect the development of an irrigated agriculture which is aimed at economic
efficiency and sustainability. Problems in operating and maintaining irrigation systems
must be seen here in a broader, systemic context,

The goal of our analysis is to raise awareness of the problem of rent seeking and show
ways for irrigated agriculture to meet its. development policy objectives better. Chapter 2




es a general overview-of the phenomenon of rent seeking. The focus here is on the
distinet functional logic of social, political and economic systems which lead to rent
~ seeking. With this foundation chapter 3 looks for examples of rent seeking in irrigated

agriculture in developing countries. The emphasis here is on the question which
indi'vidual goals the various actors are pursuing through () rather than in irrigated
agriculture. Chapter 4 then shows that many of the problems of irrigated agriculture are

linked with rent seeking. Finally, chapter 5 discusses appr idi
inke _ ; oa
limiting rent seeking. Chapter 6 is a summary. Pproaches for avoiding and

2. Rent seeking: striving for profit from,transfers

To help understand the phenomenon of rent seeking. h ' |
become a classic example of the problems involved (c’g ,Scirnii<;31 3815):1:nalo
'The king wishes to give a favourite the monopoly for banana production in his
kingdom. The ce_mdidates begin to compete for this royal monopoly, and
embark on spph:sticated lobbying activities. In their struggle for the’ro al
- favour, they invest a great deal of time, energy and other resources whi)::h
- they would'gtherwise have (had to) invest in productive enterprises’ under
other gqndltnons — i.e. free market laws instead of state distortion of
competition. For the individual candidates, it is potentially worthwhile to invest

in lobbying. If successful, the ; »
profits. Stake pays off in the form of fat monopoly

The analogy is about rents, in this case mon

, ; — ‘ opoly and -
seeking — which in this case is lobbying. POy monapoly profits, and rent

2.1 Rent

First, a brief definition of “rent”.

) finition of To avoid misunderstandin s, “rent” in thi

(rjlf‘t‘hmg to dq wn,:[h rent in the sense of rent for land or‘progperty'. Invthetmzdct;:tifntheist
rent segkmg , rent strictly speaking means financial income which is not matched b

corregpoqdung 'Iabour or investment in the market: sense, but by a high level 03;

’girqggnlsatlonal input, F{ent' in Fhis sense arises from manipulation of the economic
vironment (e.g. monopolies, import and trading restrictions, subsidies) and describes

that part of income deriving from pri '
o price and market distorti
production in response to market demand. rtlon§ and not from actual :

In the extended sense used here, “rent”
by any corresponding entrepreneurial o
résources are consumed in rent see

covers a!l types of welfare trahsfer unmatched

kr' productive labour and investment inputs. As

' X ren ing which are then no longer availab

ﬁ)é%%l;cgv;n?ggw:gs, rent 'seeI:;]ng Involves heavy social costs (cf. Tullo%k 1967 Téﬁis];or:
95). Rent seeking requires that it be possible and advantageou an

to do something which is not advantageous for the system asga wl?oﬁgr ihe relevant actor

gy which has

.
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As a rule of thumb, this requirement is more likely to be met under bureaucracies
remote from the market than in competitive systems of organisation, as under the latter
unproductive behaviour is automatically penalised. This form of pressure from efficiency
does not exist in bureaucracies. This does not, however, mean that every bureaucracy
is automatically burdened by rent seeking and that every company is automatically
efficient. Hierarchical forms of organisation are thoroughly appropriate for specific
functions, in parallel to market forms of organisation for other functions (cf. Wolff 1995,
pp. 30 et seq.). Ultimately, it is not possible for every socially-required service to be
provided through markets alone. It should also be noted that rent seeking arises not
only in the interaction between state and society, companies and politics, ‘or within
public administration, but also within companies in the private sector (cf. for example
Milgrom/Roberts 1990 and 1992, pp. 193 et seq., 271 et seq., Picot/Dietl/Frank 1999,
pp. 391 et seq., and Wolff 1999, p. 33). The structural organisational problem is always
the same: how to design the organisational structures and procedural rules so that the
opportunities for misusing resources are limited. This is done through incentive and
control mechanisms. : : ' '

Although rent is an economic category, macroeconomic research has not yet succeeded
in developing a generally valid procedure for identifying rent or rent elements in income
in quantitative terms. However, fairly good estimates can often be made of rent seeking
activities and their consequences — particularly by the actors involved themselves, i.e.

"the beneficiaries, and those in their immediate environment, including victims.

Experienced observers of organisations also are quick to identify typical rent seeking
constellations. ‘ . : ,

2.2 Two approaches to rent seeking behaviour and process

Rent seeking as political behaviour |

Rent seeking constitutes a form of political behaviour which can be described as
lobbying superior regulatory bodies to garner rent. Characteristics of lobbying behaviour
for the purpose of gaining rent are: submitting, following, serving, profiling, making
important and indispensable, soliciting, networking, passing on incorrect or distorted
information, suppressing information and frequently also bribing decision-makers (cf. for
example Dietz 1998).

Rent seeking as economic behaviour .

Rent seeking is also an economic form of behaviour which aims at avoiding
competitive or market pressure in order to bring about price distortions in one’s
own interest in the political sphere for the purpose of earning rent. One example of
such an activity is forming cartels. This also illustrates the difference from profit seeking,
the prototypical economic form of behaviour in a market economy. In contrast to rent,
profit arises in a competitive, market-oriented process whose goal is to invest resources
in productive activity (in the Schumpeterian sense) as a way of earning an economic




surpl‘us — or profit. Rent seeking on the other hand i i '
: e IS manipulative behavi
to avoid merket Or competitive pressure for productivity. lnpshort: °

Profit seeking is striving for productiv it ren
profits. P profit, rent seeking

Rent seeking as a process

Rent seeking also designates a process, describing the variety of interactions between
ple, individuals, social groups or interest

rent.seekers and rent providers. For exam

Ig‘;ar\cl)eulzsreegxz;er:jtiri]ngﬂ;Jhenc:Iel ontpoliticf:ians and bureaucrats at all political and administrative
. € allocation of resources and changes in ec i ' '
of disposal and use. State bodies hav i A ot fights
lis . Ste e the sovereign power and discreti
sal a . onary a
decision-making scope to create just these rights, and so assign resources.yRennC:

Example: an Egyptian government office ‘
Eromlour western perspective we would describe the scene in a rural
: rgirsl/lp()ttagn gtolxi(ernrr:jegt office as follows: a lot of people sit around for hours
a, talk, and basically do nothing. Seen from another ' ’
. : erspective, the
fsamre sceqe would be deserlbed as the farmers present showiFr)1g tr?eir respect
F?r t 'e official through the!r presence. Courtesies are exchanged endlessly
: neccj)pi Cee:t;l;engp convelrsatlons, praise the government, exchange information'
casually mention problems. Naturally. s thi
done about the problem, and ' o o s o be
ne . » and people look for ways to do something. Th
official promises to approach his superiors about a solution. The sgt'isfieg

farmer thanks him and promises his i
oo cont P :
indicating rent seeking. '”Qed SUppovrt. A typlca! interaction

Ilire tlr:sp :::Vnet%; g i:”impc;rtaptb to note that the solution to the rent eeeking problem cannot
contact between farmers and bureaucrat iti i politici
Politicians and administrators do i “aton from tho raes Woians.
, after all, rely on information fr h
carry out their functions optimally. The ion i D 1o oS 10
‘ - question is much more how to en
Sgggig?telyheomplete an‘e ,relevant information is provided in the most cost-effeisztil\r/i'\::; t
e while blocking “side payments”, i.e. payments not officially part of the system)./

The reason for this is that dist i i
: orted information a ified . i i
suboptlmal decisions for the system as a whole. nd'falsmed noentives lead to

2.3 The effects of rent seeking: welfare losses and social costs

The social and economic effects of re
res'ult is total distortion of the str
misallocation of resources, leading t
1997). Rent seeking hinders econom

nt seeking take many forms. In the long term the
ucture of social and economic incentives and
0 heavy welfare losses and social cost (cf. Pritzi
IC growth and social development. Weede (Weede

ur which aims

is striving for transfer

Gl
e

1985) goes as far as stating that rent seeking is one of the main causes of
underdevelopment and poverty in numerous developing countries.

“Among rent seekers, lobbying and distributional struggles absorb enormous social

resources which are not invested in'productive activity. However, most of the population
in the developing countries have no opportunity to engage in rent seeking, as they do
not have the necessary resources (first and foremost influence, time, finance,
education). The only part of society which will be able to assert its claims are those with
the corresponding capacity and channels of influence for rent seeking — generally the
upper class and the bureaucratic middle management (government service officials and
clerks). There is accordingly great danger that the gap between the poor and the
wealthy will widen. The rent providers follow a redistribution policy which leads to (a)
major inequality arising in the distribution of income and wealth, (b) entrepreneurial
activities being relocated to the informal sector, (¢) encouraging capital flight, and (d)
higher inflation occurring (Pritzl 1997). :

However, it also appears that rent seeking systems can lead to favourable social policy
and economic effects, particularly in the short term. In individual instances, government
distribution policy may very well benefit poorer population groups, for example through
subsidies for food or fuels. Market restrictions, such as high import duties, can help
protect emerging domestic agriculture or industry from overwhelming international
competition. In the long term, however, the defects outlined above set in.

2.4 Institutional environments for rent seeking in developing countries

Rent seeking is a phenomenon which is present in principle in all political systems,
although in different forms and intensities. In centralised and bureaucratic political
systems, rent seeking is much more widespread than in democratic and free market
systems. This is because institutional conditions develop in non-democratic systems
which reward rent seeking behaviour and make it attractive for many actors (Pritzl
1997). From the point of view of the new institutional economics, institutions are
standards and rules which have a decisive effect on individual behaviour because they
can change the relative advantage of various individual options (Richter, Furubotn
1996). In this sense, institutions cover both organisations (e.g. official agencies, interest
groups) and codes (e.g. written and unwritten laws). From the point of view of
institutional economics it is accordingly important that laws and regulations should not
only be promulgated but also enforced. Enforcement mechanisms are integral elements.
in every institutional environment. Centralised and bureaucratic systems are controlied
primarily through a hierarchical command and administrative apparatus. The
bureaucracy as a control instrument, following the Prussian ideas of Max Weber, only
functions if the institutional environment is configured so that behaviour which benefits
the system is more advantageous to the individual actor than behaviour which damages
it. If behaviour benefiting the system is not profitable in this way for the individual
decision-maker, actors will start pursuing their own interests within the scope available
to them — at the expense of the system’s goal. Bureaucracy as a control system will then
quickly become dysfunctional. Rent seeking is one of these functional defects. It tends




to be favoured in developing countries by the following institutional conditions (cf.

Pawelka 1985 and Pritzl 1997).

e hierarchical management with murky decision-making processes
e highly bureaucratic, partly personalised administrative apparatus
 lack of (adequate) controlling bodies | :
° minimal separation of powers between legislative, executive and judiciary
° unclear legislative environment, high degree of legal uncertainty
o little democratic tradition, dubious elections '
e wide educational and information gap between actors

Political systems with thése characteristics evolve their own fUnctional'logic. Political
leaders 'are generally not democratically-based in the western sense of the term. They
and their appointed and dependent bureaucrats (primarily government service officials

and clerks) have to focus consistently on their political survival and ensure adequate

political support from social groups: The dominance strategy they use is a simple trade:
material advancement in turn for political loyalty and support. This has serious
implications for the bureaucratic ideal as a management instrument. It is overlaid by
other functional relationships and exchange mechanisms, takes on autonomy and is no
longer able to meet its originally intended management function. State actors ~ ie.
politicians and bureaucrats — operate a deliberate redistribution policy to provide their
political support, resulting in an economic policy which is primarily redistributive in
9mphasis. To enable them to pursue this-policy, they need to retail all options for action
In terms of assigning rights of use or disposal or transfer payments, and to make a
pgrsonal matter of all the related decisions. Principles of the rule of law, such as the
division of state authority, legal security or responsibility in office are difficult to reconcile
.yvith this. Politicians and bureaucrats turn the - institutional arrangement into an
instrument for their own purposes. This also explains why they generally oppose
changes in the institutional status quo. <

2.5 Social conditions for rent seeking

In principle, any individual can seek to modify market conditions in their favour and profit
from rents, Even societies which are described as democratic but still badly drganised
can structurally promote rent seeking. Germany and the European Union offer plenty of
examples of this, for example in agricultural and coal policy, or nepotism within the EU
bureaucracy. We see in many societies that rent seeking under the institutional

conditions described above is favoured and even encouraged by specific organisational
~ Constellations, |

'Segmc?nte'd societies with strictly separated and internally highly étructured
organl.sa.tlonal units - e.g. ethnic, religious and regional groups, family
associations or guild-like occupational groups - are more prone to rent seeking.
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Under such social conditions, the political leadership finds it easy to exploit these groups
in their competition with each other for rents. In the long term, no group will be able to
avoid rent seeking, as they otherwise risk economic and political oblivion. Once
established, rent-seeking systems tend to become autonomous and intensify.

Segmented population groups are by no means always the starting point for the
formation of systems which promote rent seeking. Anderer (1991) has shown that the
causal relationship can run the other way, using Jordan as an example. Under the
institutional conditions above, societies inevitably segment and organise themselves into
“distributional coalitions”. In Jordan, e.g. the decades of distributional policy of the
Hashemite royal family led to the emergence of successive coherent, closed and
competing social groups, such as trans-Jordanian major landowners, Palestinian
wholesalers or Bedouin military (Renger 1996). Once these groups are organised, the
structure of the system promoting rent seeking is finally stabilised. Ultimately, they
benefit the rulers most able to change them. , '

Another characteristic of rent seeking systéms is that social groups or specific social
interest groups establish “bridgeheads” in the bureaucracy. This enables them to

~pursue rent seeking particularly effectively. Frequently, parts of the government are

identical with individual interest groups. A regular characteristic, for example, is the
major landowners with corresponding interests are represented in government or the top
level of bureaucracy and pursue a policy of distribution for themselves and their fellows.
Limits are rarely set to self-assigned privileges. It is accordingly not surprising that in -
such systems land reform programmes (for example) almost always run contrary to the
interests of small and medium-sized farmers or that entire industrial sectors are
dominated by a few families.

2.6 Rent donors and their resources

As already noted, the grant of rents involves successive redistribution of social
resources. Successful rent seekers not only collect monopoly profits which others have
to pay, they also benefit from direct transfers of income. The question that accordingly
arises is where the rent donors acquire their resources, particularly where they involve
direct transfer payments, e.g. in the form of subsidies. ‘ -

Political research into developing countries shows that political rent donors themselves
can appear as rent seekers at a higher decision-making level (Pawelka 1993). There are
accordingly rent-seeking hierarchies. Individuals and groups display rent seeking
behaviour with respect to local authorities, which in turn display it with respect to those -
at regional level until the national level is reached. Here, the chain frequently continues
at the international level. All national governments pursue rent seeking at the level of the
international community. Such governments are known as rentier states, defined as
governments obtaining a considerable proportion (at least 40%) of their budget in the
form of rent from outside sources (Luciani 1987). Rents in this context can have
economic origin (e.g. income and investment from petroleum) or political origin (e.g.

11
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development aid). This external rent puts politicians and bureaucrats in rentier states in
a unique position. They can largely do without taxes for the national budget, depriving
the call for democracy based on the slogan “no taxation without representation” of any
basis from the start. Instead they act as socially elevated and benevolent rent donors,
buying political loyalty and support from strategically important groups. |

2.7 Rent seeking and corruption

Rent seeking is extensively linked with corruption. How far rent seeking constitutes or
involves corrupt behaviour is ultimately a matter of definition. The range of possible

definitions of corruption extends from bribery through to abuse of an official position for

private purposes (cf. For example Dietz 1998 and Pritzl 1997). Rent seeking can hardly
be described as corruption if it operates within the existing legal framework and legally
permissible scope of action and decision-making. Politicians’ favours to clients or
lobbying by interest groups are not in themselves corrupt behaviour. Ultimately, a
certain exchange of information between politicians and the population is essential for
the functioning of the system. According to Pritzl (1997), rent seeking can be described
as corruption at the point where politicians and bureaucrats specifically exploit their
current opportunities to manipulate the existing institutional framework so that in future it
serves their own private interests. This includes specifically material advantages and
financial benefits. Corruption is also present if illegal financial benefits — e.g. bribes — are
used for rent seeking. Here again, members of “developed” nations should not be too
quick to point the finger at developing nations. Certain western democracies display
exactly the same problems, as shown by the unresolved problem of donations to
political parties. There are at least corrective mechanisms here.

3. Rent seeking in irrigated agriculture:

The results of scientific research into rent seeking have only been applied on an isolated
basis to development cooperation. Repetto (1986) with his “Skimming the water: rent
_seeking in the performance of public irrigation schemes” was the first to introduce a new
perspective into the debate over problems of irrigated agriculture and. ways of
overcoming these, at least in the short term. Rent seeking is widespread in irrigated
agriculture. However, the extent of it, and hence its impact, varies substantially from
country to country, region to region or project to project. The issue of rent seeking has
been considered in Germany since the end-80s in political research (Schmid 1991) and
in corporate theory (Erlei 1996, Krékel 1997 and Wolff 1999). The topic has acquired
new importance in international development cooperation with the publication of the
~ world development report “The state in a changing world” (World Bank 1997), focusing

on the central role of the state in the development process in the Third World. In this

connection the chief criticism is directed at the misallocation of state resources and the
overblown bureaucracy ‘ :
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With regard to the debate on managing complex systems of exchange, the institutional
economic view of the bureaucracy as a management system is a highly promising
approach to identifying rent seeking in irrigated agriculture. Consideration of rent
seeking in terms of actors and institutions makes it possible to reinterpret problems of
irrigated agriculture (e.g. questions of economic efficiency, demand management,
operation or maintenance) and to develop new concepts.

3.1 ldeal ihstitutional conditions for rent seekers

According to World Bank estimates, some USD 600 billion will have to be invested in the
world’s water supply in the next decade. The sheer volume of resources alone makes
rent seeking behaviour appealing in this area. Another factor is the institutional
structures typical of many projects. Large public irrigation projects in particular are in
danger of being overlaid by rent seeking. First, they are almost entirely subject to the
bureaucracy as a management system, because the government bureaucracy is also
the central decision-making, operating and controlling body. Here, the institutional
environment acts as an incubator and ideal feeding ground for rent seekers. Second,
irrigated agriculture is a goldmine for rent seekers and rent donors, because it is the
object of huge government investment and payments, frequently made possible with
external financial or technical assistance. There are simply countless rents available
from government bodies (e.g. agricultural ministry, water authorities) for social interest
groups (e.g. large-scale farmers) or individuals (e.g. old established families) to collect.
The resources allocated by the state include for example water quotas, land,
monopolies of cultivation, sale and marketing, payments for operation and maintenance
and — above all — the wide range of direct transfer payments, e.g. in the form of free or
cheap supply of water. Rent appears by definition as profit when agricultural products
are sold. It is then that part of income which can only arise from state-imposed distortion
in prices and. markets. Rent seekers who have for example succeeded in obtaining
water virtually free benefit in the form of rent from the water tariff Wthh they would
otherwise have had to pay for the supply.

Rent can also be collected in other ways, i.e. directly. Development cooperation practice
has frequently shown how government officials and employees of government agencies
can use projects to provide further sources of income for themselves. For example,
project-related commissions, committees or working parties are set up, creating
additional paid positions. Another known phenomenon is the “per diem gatherer”.
Participants in workshops often have the primary aim of collecting daily allowances and
travel expenses. Where the issue of water is controlled by water management officers
and “ditch riders”, there is the danger that they may demand a gratuity from farmers for
opening farm sluices. Particularly in view of the difficult financial situation of many civil
servants and employees in the lower and middle levels of official agencies, it is not
surprising if additional sources of income are sought, created and exploited. This
becomes a particular problem if significant sums vanish into the bureaucracy and the
financial resources allocated by the state no longer suffice for the intended purpose.

13




3.2 Ideal social conditions: strong interest groups

In considering irrigated agriculture it is also necessary to take into account the problem
of rent seeking because- agrarian interest groups — primarily large landowners —
traditionally constitute strong pressure groups which no political leadership can ignore.
Generally, in fact, these interest groups occupy parts of the top level of the national
bureaucracy. This means that politics and the agricultural sector are directly interrelated,
leading to a situation where major agricultural interests are reflected to a
disproportionate extent in concrete political decisions.

Individual rationality and the functioning of rent seeking were outlined in general terms
at t_he start of this paper. As irrigated agriculture is frequently affected by rent seeking,
major public irrigation projects will be used as an example for exploring what

preferences and priorities determine the actions of the actors (i.e. rent seekers and rent

donors). This question is crucial in analysing not only central and bureaucratic control
syst'ems but control systems generally, because the actors and their interests and
motives are decisive determinants of all organisational systems.

3.3 Water user prefei‘enées which determine action

For farmers, the top priority is the availability of water and other production
resources. For the farmer or landowner the central questions relating to water in large
public irrigation systems are: how do | get water for irrigation? How do | ensure that |
‘ !(gep a certain quota? How can | reduce the costs to my advantage? As the large public
Irrigation systems are operated by government agencies, water is seldom available for

purchase on the market, and there is often no enforceable legal claim for water

allocation, farmers accordingly mostly depend on the bureaucratic rent seeking system
to achieve their goals. Without the “favour” obtained from the agencies — in this case the
fact and amount of water distributed by the agencies — farmers are unable to farm (and
hence make an income) at all: Farmers will have to invest a great deal of time, energy
and creativity to gain entrance to all possible agencies and lobby them. This is not just a
matter of making a brief application. Relationships have to be made and gradually
~ cemented in order to get on the “distribution list” As a result, activities aiming at overall

economic efficiency and ecological sustainability of water use suffer. The reason is that -

these are less profitable for the individual than rent seeking activities

Example: Jordan ) | .
Studies by USAID in Jordan show that farmers spend a disproportionately
large amount of time on contacts with government agencies. Even small
farmers make laborious trips from the Jordan valley to Amman to visit the
Ministry of Agriculture and Irrigation. The agencies recall an oriental bazaar,
with crowds of people and wheeling and dealing (cf. PRIDE 1992)

Rent seekers in irrigated agriculture are broken down by their available means

(influence, tjme, money) and wha.t they want to achieve where. Large landowners, for
example, will start at a high level in the administration to get exclusive cultivation rights
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for profitable products. Small farmers will apply to state agricultural extension services
for agricultural supplies Dealers will. approach the relevant agencies to acquire
marketing rights. ‘

. Example: Jordan o
The major landholdings are almost entirely in the hands of traditional trans-
Jordanian families, some of which hold top positions in the government, e.g.
the office of minister president). They are the key figures in the extremely
lucrative cultivation of export products. The central national Jordanian market
for agricultural products in Amman is dominated by some 20 dealers, who are
regarded as having great political influence (cf. Renger 1996).

3.4 Resource distributor preferences which determine action

Government and ministries ' ‘

The government and ministries. are the topmost national resource distributors, and
primarily follow the goal of retaining power. For this, they pursue a policy of distribution .
and favour aimed at initiating a stream of new, large-scale government irrigation projects
instead of operating existing irrigation systems in a way which is economically efficient
and sustainable in terms of development policy. Irrigation projects are very attractive to
the government for a number of reasons. They increase the scope for distribution in
order to serve old and new clients, e.g. through land allocation, water supply -and
licensing. As parts of the government are often recruited from agrarian interest groups,
self-serving has priority. In decisions on land reform (e.g. exceptions to the upper limit
on ownership) or infrastructure (e.g. routing of canal systems) it is clear that high-
ranking officials and traditionally influential landowners are frequently favoured. Large-
scale and (particularly) new irrigation systems are very prestigious and are eagerly
exploited by politicians and high-ranking officials to improve their own images. Due to
the long time horizon of irrigation projects, implementing the conditions imposed by
international donors (e.g. the introduction of water tariffs) can easily be delayed. The
complexity of major state irrigation projects makes it easier for those who have power
over resources to distribute these on a politically motivated basis. Existing and
deliberately encouraged asymmetries in information make it difficult even for

- appropriately motivated international controllers to push through improvements in

efficiency against the interests of the national political leadership. Ultimately, given
adequately long-term and complex projects the political leadership will always find an
argument supporting its position which is impossible to test directly, so that it does not
even have to reach the point of an open conflict of interests.

Example: Uzhbekistan

In the Soviet period, a gigantic system of irrigated agriculture was created
in Uzhbekistan for cotton growing on the steppe and desert. The Aral Sea
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disaster is one of the tragic consequences of this economic policy. Despite
corrections to the political system in the course of independence in 1991,
parts of the old nomenklatura have seized the cotton industry. Unfair
economic advantage, political self-serving and nepotism are the core
problems in the irrigation sector. Structural reforms urgently needed for an
_irrigated agricultural system which is macroeconomically desirable. and
ecologically appropriate are -still outstanding despite international pressure
(cf. Renger 1998).
Statal and parastatal organisations ‘
Statal and parastatal organisations play a key role in irrigated agricuiture They are
generally the long arm of the ministries, or (frequently) pursue an autonomous
distribution policy. They allocate the actual resources for distribution, i.e. land, canal
- systems, water, agricultural supplies, services (e.g. O&M) and agricultural credits. These
organisations have their own view of themselves, not as a development agency or even
~ a service company, but rather as an exalted disttibutive institution which is above the
issues. The focus of their activities is not optimal management of the . irrigation

systems in economic and development policy terms, but rather management for

political advantage. This involves first carrying out the instructions of the ministries,
which the subordinate agencies depend on not only for their funding but for their very

existence. Second, the officials and employees in the rent donor agencies follow -

' concrete personal interests, such as maintaining the status quo, retaining resources and
~ creating its own structure of dependencies dominated by patronage. To ensure the
maintenance of the status quo, each agency must establish a political profile with the
superior agencies and appear important in the struggle for power. This also means that
it must compete with other agencies for state resources (primarily funding), thus itself
taking on the role of a rent seeker. Frequently — and particularly in the water sector —
agricultural agencies compete with urban water suppliers for scarce water resources.
Another widespread phenomenon is for agencies to establish systems of patronage for
offices and bureaucratic simony. Often, organisational units are occupied by a relatively
closed social group (e.g. people from a given region, ethnic group or family). Friends,
acquaintances and relatives form virtually closed communities, developing a distributive
coalition and benefiting reciprocally from the rents made available. It is no coincidence
that many agencies are accordingly totally overstaffed. Above all, resources disappear

somewhere within the apparatus. It is important for the agencies to make their policy as

obscure as possible, to make full use of their discretion and decision-making authority
and thus strengthening their position in the rent seeking systems. The retention or
distortion- of information — for example relating to the availability of water — makes it
possible to play rent seekers off against each other.

Example Kenya. '

In the Ewaso Ngiro region, numerous bureaucratic agencies have emerged at
various levels in the course of administrative decentralisation. Whether
intentional or not, confusion about competency has emerged on a previously
unknown scale in the agricultural sector as a result of unclear assignment
and definition of responsibilities between ministries, water distribution
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agencies at province and district level, and sectoral institutions (e.g. regional
development, agriculture etc). At the same time, competition has risen
sharply between groups of actors (including cattle breeders on large farms,
land purchase companies, European farmers, immigrant clearance farmers,
pastoral nomads and tourism companies) for land, water and government
assistance. Due to the high level of organisation and optimal contacts with
the political leadership, European large scale farmers have been particularly
successful in asserting their interests in irrigated agriculture (cf. Sottas 1996).

International financial donors '
Under development cooperation, the mternational donors suppiy financial and technical
aid for large-scale state irrigation projects. As the grant of development aid also pursues

“the donor’s own geopolitical regional and global goals and economic interests, attempts

to implement important conditions to prevent rent seeking are frequently little more than
token efforts. As a result, crucial economic, institutional and (above all) political
structural reforms are still outstanding in irrigated agriculture in many developing
countries.

4. The impact of rent-seeking on irrigated agriculture

The actor-based study of rent seeking has already outlined examples of the impact on
irrigated agriculture. The following sections systematically examine individual problems

~of irrigated agriculture from the new institutional economic perspective of rent seeking.

4.1 Economic inefficiency and water waste

Economically efficient use of water resources is not a priority for actors. For the
government, ministries and subordinate agencies, “politically efficient” water use is the
decisive consideration. Water use, i.e. water supply and distribution here, is based on
considerations of dominance. Once water has been deeded, promised or actually
distributed to strategically important groups or individuals, the goal has been reached of
binding these politically through material benefits. The farmers have to work on two
fronts — first, in the fields, and then at the agencies. Time and energy are absorbed in
rent seeking. As water distribution is subject to a process of negotiation within an
uncertain and barely defined systems of laws and norms, all attempts to achieve

efficient water use are incalculable in their consequences and accordingly. of

subordinate importance. Private investment in irrigation technology to increase
productivity involves enormous risk. Profit is first realised in the political sphere, and

then only in the market. The issue of economically efficient water use shows particularly -

how rent seeking distorts the overall system of economic incentives and evokes different
economic behaviour which is thoroughly rational within the constraints of the system.
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4.2 Encouragement of obscurity and deficient control mechanisms
Irrigation systems often fall short of their deVelopm'ent policy and economic. goals

because lack of transparency prevents effective management and control. The agencies
frequently have inadequate financial accounts, controlling, logistics and statistics.

Monitoring and evaluation by the agencies leave a great deal to be desired. An

additional consideration is the reticence on the part- of agencies to make laws,

regulations and rules or water management and agricultural data available to the public.
For government agencies and organisations, any form of transparence is a direct threat
to their comfortable position as the allocative institutions. Lack of transparency is a
crucial condition for creating scope for action and decision-making in assigning rights of
use and disposal or transfer payments. It is accordingly not surprising that all activities
aiming at accountability, data .collection and control encounter resistance. This applies
for example to the introduction of water meters to record water consumption. Rent
seekers — both large-scale farmers and small farmers — also have reason to fear
transparence. This is because transparence involves the risk that other social groups
and sectors (e.g. town dwellers, industry) and international donors will demand
correction to hard-won privileges. ‘ :

4.3 Suppression'of the control effect of water prices

'In?ernational donors require water tariffs to cover the costs of operating and maintaining
Irrigation systems. The introduction of water tariffs which- even approximately cover
costs is an illusory goal in systems characterised by rent seeking. None of the actors
has any interest in this. Rent seekers will do everything possible to prevent the
Introduction and collection of water tariffs. They succeed in this not because they pursue
particularly subtle strategies, but because they are in alliance: with all the government
ms.titutions. For political decision-makers, considerations of power politics make water
tariffs inappropriate. Water tariffs arouse demands and cause unrest. Ultimately,
~ someone who pays has an entirely different sense of their rights. The water authorities
are also not committed to water tariffs, because they generally flow. directly to higher-

ranking institutions. The decisive factor is that realistic water tariffs would deprive them

of th'eir role as distributive agency, so that they would have to provide the corresponding
services. Frequently, water tariffs are introduced de jure in order to satisfy international
donOrs_, but are not collected de facto. The efficiency in collection of state water
agencies is accordingly extremely small for the most part. .

4.4 Deficiencies in operation and maintenance (OM)

In prec_quinantly rent 'segk_ing'systems, almost all state services in operating and
maintaining large public irrigation projects have the nature of rent. Operation and

maintenance do not function in their own right, but because they are created, allocated -

and possibly withdrawn by state agencies as assets for distribution. The actual

recipients, e.g. farmers, have to engage in rent seeking for this purpose. Mostly, .

operation and maintenance are heavily subsidised by the state. Only minimal financial
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demands are made of farmers for the purpose of covering'operation‘ and maintenance
costs. They benefit from the resulting savings in the form of rent.

The water agencies responsible for operation and maintenance have primarily to
ensure that the irrigation system functions in accordance with the state of negotiations in
the distributive game with water users. Economic operation of the systems is not the
objective here. Questions of maintenance also play a subordinate role. The state
agencies are much more concerned with implementing a steady stream of new projects
and systems, to give themselves more political scope for manoeuvre. New systems
mean new assets for distribution and — naturally — enhanced political prestige. The
temptation to have international donors finance and install new systems is another
motivation. Why maintain existing systems if new ones are more politically opportune,
and are even financed into the bargain? “The faster it crumbles, the faster we get brand
new” (Ostrom et al. 1993). , ‘

It is even possible to argue that the agencies have an interest in the systems not
operating. Disfunctionality of systems is one of the structural foundations of rent
seeking. Everything has to be negotiated, even things which would seem to be
automatic, like cleaning canals or opening farm sluices. This gives the agencies the
opportunity -to consolidate their position of power as the allocative institution, because
rent seekers are forced to step up their lobbying and compete with each other. At the
lower and middle bureaucratic levels in particular, there is a wide range of opportunities
for direct corruption in the form of collecting payments for “additional services”. :

Example: India -

In south India, a comprehensive system of corruption” has been uncovered in
irrigated agriculture. Government officials and employees, and particularly the
engineers at the lower level, made money by keeping government funds for
operation and maintenance, and by taking bribes to place orders for
construction and from farmers for supplying water. These activities were
covered and promoted at a high political level by the sale of lucrative
positions in the irrigation agency (cf. Wade 1982). :

The official agencies will have little chance of providing adequate management of
irrigation systems in a rent seeking environment. The classic management functions —
planning, organisation, control and management — take on their own meaning within the
system in this case. Planning aims at acquiring resources from higher state institutions.
Organisation, control and management cover essentially the direction of the
bureaucracy and the social environment for power political purposes. Operational and
strategic. management is focused on questions of “politically efficient” allocation of
resources. '

Officials in rent seeking systems are mostly extremely sceptical about reform efforts

aimed at decentralisation and (in particular) delegation of authority. This applies not only
to the decision-making level, but also to the levels involved in operation and
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maintenance. Under considerable political pressure, certain functions are often
~-transferred to water user cooperatives. This means, however, considerable weakening
in the agencies’ position as allocative institutions, and hence their power — quite apart
from the opportunities for acquiring improper privileges. Officials accordingly generally

do everything in their power to oppose their loss of influence, specifically .on the
operation of systems. ' '

Example: Indonesia , ‘ " _
As a result of a crisis in public finarices, the Indonesian government was
forced to introduce economy measures in the agricultural sector as well at the
start of the 90s. One strategy has since been to transfer the operation and
maintenance of irrigation systems to water user cooperatives, not least in
~order to enable streamlining of the totally overblown bureaucracy. These are,
however, proving very resistant to reform efforts. First, reforms are delayed
by the irrigation agencies, so that the formation of water user cooperatives
and the transfer of functions has been held up in many areas. Second, the
water agencies have actually succeeded in exerting concrete influence on
central government decisions, e.g. so that reforms have been limited to small-

scale irrigation instead of covering the large public irrigation systems as well,
as originally planned (cf Bruns, Amato 1995), ‘

The farmer is confronted by rent seeking in all areas of the irrigation system. He has to
ensure that the water reaches his fields through the primary and secondary systems.
Operation and maintenance of these systems are generally the responsibility of official
agencies, i.e. if there is no water user cooperative with the relevant authority. The
farmer. must frequently “organise” operation and maintenance , i.e. meet with the
agencies and negotiate accordingly. For this it is crucial to have established stable
relations with the agencies and their operating units, as this is the only way to. keep the
investment in rent seeking within reasonable bounds. Repetto (1986) argued in this

connection that demand for all possible services connected with operation and -

maintenance will rise excessively. The more is asked for in rent seeking, the greater the
probability of actually getting something. This is particularly true for irrigation systems in
the farmer's fields. As will be seen in detail, private investment for maintenance in
particular is highly risky, and is accordingly made with great hesitation. Instead, it is
much more profitable to acquire new systems and equipment through the agencies. This
is also linked with the hope of earning more through modern equipment. As in rent
seeking systems the institutional context — here, for example, land use rights, water

allocation or sales guaranties — are subject to constant change, and are accordingly

subordinate importance from the start. The farmer's focus is on the present, i.e.
engaging in rent seeking and farming. Farmers, like officials, accordingly have only
marginal interest in maintenance. In contrast to this, farmers have great interest in the
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functioning of the irrigation syétems, as their agricultural production and hence their
livelihood depend on this. “

4.5 Deterring private investment

As already briefly outlined, private investment in a rent-seel'dng environment represents
an incalculable risk. As farmers in many developing countrles.frequlently have no long-
term use rights or even property rights in irrigation systems,. private investment oy wa’t_erI
users can hardly be expected. Nevertheless, many internatlooai donors call for fmanCIaI
participation by water users in the form of contributions to an investment fund. The goa:j
here is to encourage water users to make responsible use of the_ systeros. In open an

unstable institutional environments like rent seeking systems, thl_s goal is unatta_unable.
The financial contributions will most likely not be associated with rights and security, and
will probably vanish somewhere in the bureaucratic apparatus. ‘As long as the

institutional uncertainties persist,.any financial contribution by the farmers themselves is

merely an additional burden.

4.6 Blockading organisational improvements

Rent seeking is an extensive barrier to modernisation in irrigated agrioulture. Thls
relates less to the technical state of the systems than to the knowhow in managing
irrigation systems. In this context, the knowhow relateo to,organls‘atlon land
management. For the state agencies as operators, technical and organisational

improvements are entirely welcome, but only in the sense of new assets for distribution,
- The possible favourable economic and development policy effects of new technology or

organisation are secondary considerations as far as they are conoorned. However,
improved technology in particular is extremely weloomo' as additional assets for.
distribution. There is correspondingly great interest in acquiring a great deal.of modern
technology through international donors. Farmers genera!ly rely on the agencies or even
monopoly distributors in purchasing new technical equ1pment.\Th'ere is rareily a free
market in this, as the distribution of agricultural supplies and capital goods is llargely_
subject to state regulation. Breaking this up, however, _briogs us back to questions of
organisational improvement. As already noted, if orgamsa’oonol improvement does not
feed into the power of decision-makers, there is no interest in this.

5. Institutiohal constraints on rent seeking in‘ irrigated
agriculture -

Rent seeking is a phenomenon to be taken seriously, with the ability to undermine the
development policy and economic goals of irrigation projec?s. As we have seen, r.ent
seeking is one reason why many public irrigation systems ‘dls'play serious deflo|eno|es,
for example in terms of operation and maintenance, productivity, economic efficiency or
sustainability.
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5.1 Requirement: analysis and disclosure of actors’ interests

ft?gr::ognisingf tzat institutional enViro'nrnents can have a decisive influence on the

ehaviour of the range of actors in irrigated agri ' isive i

: . nge o griculture is of decisive importance in

trrr:apagmg complex irrigation systems. This is because actors do not behav?a in a way

irr? \;\fe would expect e.g. frpm the perspective of economically optimal operation of the
Igation systems. All experience shows that most people are not altruistically following

any official organisational targets, but rather pursuing their own goals, which may -

conflict with the organisational objectives. To this extent there is an entirely separate

functional logic which has to be underst '
| gic wh ood before the interactio ' '
operation of irrigation systems can be improved, ' " between actors n the

::der;-tified prople_ms -_ appropriately. ‘Instead, organisational concepts are needed to
asgi (ljgeL:jr(?nch mstltutu_)rnal '_framework so that key problems in irrigated agriculture can be
1 In advance. To give an illustration. g clogged irrigati ' '
technical problem but the result of an or nisati staks - speafios tory ot a
| ganisational mistake — specifically. th
has any incentive to unblock the canal ' i herhans 1 oosurs oy

, as quickly as possible, or perh
blockages are avoided as far as ible i i 4 1t may b adanta ot
. possible in operation. Instead. it may be
4 al ” H H ' ' adv
for the “responsible” actor to wait until the desperate farmer offers a “élratuity" aniageous

5.2 Goal: fo make rent ino i :
nctivitien seeklng Iess attractive than productive

nvironment in such a way that rent seeking is no Io‘nger profitable, and productive

. + . S e

:)r;emgir;)r;iig:??;; Itlhgit'rule of law, ,Treating transparency, democratisation and political
1zens, as well as promoting the free market ec '

as } onomy and-private

::ctpr. Interpal bureaucratic refor'ms are also needed on the lines of pyrivate Fzsector

fvice providers, for example the introduction of an accounting system coupled with
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performance-related systems of compensation and promotion (cf. for example Picot,
Wolff 1994). Such reforms demand above all a clear commitment and determination by
the political leaders of the states involved and the international donor community to
press on in the face of the resistance to be expected. ' ,

Concrete steps can be taken against rent seeking in irrigated agriculture. There are a
range of possibilities for this in the institutional sphere aiming at restructuring the
organisation of irrigation systems and the relationships between the various actors.
Development cooperation can make a decisive contribution here, drawing on long years
of experience in structuring institutional environments under technical cooperation. For
this, however, a political understanding is needed of development cooperation, together

with a corresponding mandate. |

5.3 Securing and promoting private sector commitment

A key element in constraining rent seeking is promoting private sector commitment.

Even in societies in which rent seeking is a widespread phenomenon, there are actors

interested in changes in the system which promote efficiency. These frequently include

the craft trade, commercial and industrial sectors, and social groups such as the urban

middle classes and small farmers. It is important to promote these, in order to increase

their political weight. We see how entrepreneurs invest, both inside and outside state- -
dominated irrigated agriculture, in profitable areas such as the manufacture of export

products, distribution of agricultural supplies, marketing and transport. The structural

modification programmes initiated years ago in many countries (e.g. Peru, Jordan) are

'showing their first fruits here. Compared with the state sector, the private sector is able

to show considerable success in irrigated agriculture, as the competition here

systematically penalises inefficiency. The actors are aware of this, and accordingly
behave in an efficient manner from the start. The international donor community should

accordingly promote investment where it helps limit opportunities for bureaucratic -
influence. For example, collective and private storage and pumping installations reduce
dependence on state water agencies. : ,

5.4 Creating transparent financial responsibility in irrigation systems

- Financial reforms should aim at creating direct and transparent financial relationships

between all the actors. Decision-makers must also bear full financial responsibility
for the results of their decisions, right down to the level of the individual. '

Agricultural agencies for example could be given a published budget for which they
are responsible to their customers and to the agencies at higher levels. Official services
going beyond basic state functions can be at least partly financed through fees. Water
fees should be paid directly to the water agencies and used by them for the
operation and maintenance of installations. Funds provided by higher-level agencies for-
investment, operation and maintenance should be recovered and repaid. A repayment
system of this kind can not only counter the disappearance of funds but alsé encourage
economic commitment.
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quividual actors who fail to discharge .their responsibillitvies should themselves be
discharged. Successful performers or applicants must be promoted accordingly or

rewarded or compensated in other ways. Public disclosure must be made of these

measures and for successes and failures in irrigation. Ultimately, public pressure from
local a.ndrgloblal public opinion in the media age is the most promising way of eliminating
undesirable situations at the various decision-making levels. In many cases, tax money

is (also) involved. As a result, publicity leads to pressure on decision-makers to pursue-

efficiency. This applies at least to the extent that decision-makers wish to preserve an
appearance of democratic legitimacy, to avoid other adverse consequences.

3.5 Utilising the management effect of prices and competition

While the market is not a panacea, economic incentives. operating through market and
competitive structures are still an appropriate means of constraining rent seeking.
Exchange relationships which are as clear as possible should be established
between the various actors in irrigated agriculture, i.e. clearly defined performance in
gxchange for clearly defined contributions. Water users, for example, should participate
in the investment costs of installations, if this is combined with ownérship or long-term
user. rights. Fees for water, operation and maintenance of installations should be
collected, provided that the service in return for these is clearly specified. The fees must
go to the agencies providing the service to be paid for, and those créating the demand.
for the service must have alternatives available, at least over time. Otherwise, economic
incentives cannot have their effect. N , -

.Competitive alternatives can be created by auctioning adequately defined service
pagkages for limited periods among various service providers. The latent threat of
losing the order after the end of the contract promotes — self-interested — restriction on
the waste of resources (Wolff, Huppert 2000). ‘ o

5.6 Goal driented use of the influence of internafi@nal donors

The international donor community has a central role in constraining rent seeking, as it
Is a key source of joint finance for the irrigation systems and can accordingly exércise
greaf pqlitical influence on the governments of other nations. Development
cooperat?on should aim to leave no scope for rent seeking. At the level of development
coopfaratlon, projects can be designed so that they do not allow the conditions for fent
Seelfmg to arise at all. Transparency of decisions and allocation of funds: and the
part|0|pgtion of autonomous target groups are promising approaches for this’ purpose
Otherwise development cooperation runs the risk of promoting rent seeking, as has;
happened frequently in the past decades. ' ’

It-is also necessary to engage in political dialogue with the partner nations to promote

Systematically political reforms favouring civilian, democratic and free market structures. -
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5.7 Coherencé: the link with GTZ policy of capacity development

It is explicit GTZ policy to promote human resources and better institutional and
organisational structures in development cooperation. This is known as capacity
building and occurs at various levels: ‘

e individuals and groups

¢ institutions and organisations

o overall system of statutory, political, economic and administrative environments.

Our proposals are aimed primarily at the institutional and organisational level.

To limit the scope for negotiation in rent seeking, transparent and binding norms and
rules are needed. In the long term the agencies must develop a new view of
themselves away from that of an allocative institution. The core element of the new view
should be service orientation in terms of the general welfare defined politically by the
national population. Such a view does not emerge as a result of moralising and
preaching, but through organisational changes. ‘

1. For example, the responsibilities and authority of the agencies must be clearly
defined and publicly stated. -

2. The ability to reward good performance and penalise any violations of duties is also
important. : '

3. For this purpose, performance must be capable of measurement, which is only
possible on the basis of clearly defined target criteria and observable and
measurable performance parameters. ‘

4. Managing agencies also implies better monitoring of the work of the agencies, either
through internal controlling or external review. '

5. Transparency of costs and benefits is the basis for holding agencies to their duties,
for example through legal, appeal or arbitration bodies, which also need to be
created. ‘ :

6. At the same time, new and formal channels of communication must be created
between the agencies and their customers as a means of promoting the exchange of
information. A useful element here is to have water users actually pay for services
used. They will then act as more demanding customers, and so force the service
providers to be more efficient. :

7. If water users had a choice between different providers — at least over time
productive competition in service can emerge through the replacement of poor
operators by better ones. ‘ ‘

8. Other important elements are developing a body of qualified staff and strengthening

the existing technical knowhow within the agencies. Training can contribute to this,

as can public announcement of vacancies and transparent selection processes.

These last measures also have the effect of countering nepotism and overblown

bureaucracies. o ' ‘ , '

. Another important organisational reform strategy is to limit the responsibilities

government bureaucracies in principle to the politically essential minimum and
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transferring as many responsibilities as possible either to market providers or to the
water users themselves. -

The practice of development cooperation has shown that the formation of water user
associations, communities or groups is a successful strategy for more efficient and
sustainable irrigated agriculture. Democratically structured water user organisations can
not only act as effective representatives of farmers’ interests but also take over
operational responsibilities from the government agencies. Practical experience in
projects has shown that water users can make an autonomous contribution towards the
operation and maintenance of irrigation systems. For this, individual models of incentive
Systems are required, so that agencies and water users can develop a mutual interest in

- the smooth operation of the systems and (particularly) their maintenance. According to
Repetto (1986) it is particularly worth considering transferring parts of the irrigation
Systems to water user organisations by way of sale or assigning them for long-term (1)
use.

One thing which the measures proposed here show clearly is that rent seeking cannot
be combated through one measure alone. Instead, institutional reforms to the system

are required - simultaneously at a number of points, if sustainable success is to be

achieved in the reorganisation process.

6. Summary

The present contribution analyses irrigated agriculture from a perspective of new
- “institutional economics which has previously received too little attention, namely in terms
of rent seeking. The individual behaviour of the actors (here primarily the irrigation
agencies and farmers) is decisively affected by the institutional environments in the

countries concerned. Institutions are both organisations and sets of rules and norms.’

Central and bureaucratically organised systems in particular display structural features
which favour rent seeking. Rent seeking is the process of seeking income and
advantages which are not matched by labour or investment in the productive sense.
Rent seeking can be described as lobbying aiming at creating market and price
distortions through higher-level regulatory bodies and obtaining transfer. payments.
Distributors of rents — mostly politicians and bureaucrats — base their policy primarily on
. considerations of dominance. They allocate resources (e.g. monopoly rights and
subsidies) to social groups and individuals, receiving in return political loyalty and
Support. Rent seeking diverts resources from productive activities and leads to a
redistributive policy which causes heavy welfare losses and social costs. |t damages the
economic and social capability of the affected system. ‘

Large goverriment irrigation projects are a goldmine for rent donors and rent seekers.

Adminjstration and operation are generally subject to a highly bureaucratic apparatus

allocating a wide range of rents, e.g. land, water or services. This is largely made
possible by international development cooperation. Agricultural interest groups, large
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landowners and farmers strive through lobbying to obtain access to state-allocated
resources and services. In this way, irrigated agriculture becomes overlaid by an
unintended functional logic based on rational behaviour of individual actors aimed at
individual goals. As a result, the focus of these activities is not on ecgnqmuc and
development policy goals but on “political efficiency” in terms of specific mt.e.re'sts.
Irrigated agriculture acts as.a platform for retaining and expanding power for politicians
and bureaucrats. For the farmers too the issue is not primarily economically effective
and sustainable agriculture, but rather the power of disposal over state-allocated -
resources, including water. ‘

Rent seeking -can accordingly be interpreted as a key reason for the diversity of
problems in irrigated agriculture. These include minimal economic efficiency, exorbitant
costs, deficiencies in operation and maintenance of systems, and the failure of control
mechanisms. To enable irrigated agriculture to fulfil its development policy goals, it
seems essential to combat rent seeking. There are numerous institutional approaches
for structuring the organisation of irrigation systems and the relationships between
actors in such a way that rent seeking no longer pays. First, it is important to prorr'lot‘e
private sector involvement and help competitive incentive structures. Second, it is
necessary to regulate financial responsibility in particular so that resources are used for
their original purpose. The logic here is for people who make good decisions to share in
the profit from these and for those who make bad decisions to share in the
consequences. Nobody should be able to derive advantages at the expense of others.
Within government bureaucracies it is important to establish transparent and binding

~‘norms and rules aimed at defining clearly the responsibilities and authority of the

agencies, and to give these legal force and make them transparent. The international
donor community has a particularly important role in this. If it continues to reward and
promote systems favouring rent seeking, no institutional improvement can be expected
at government level. Development cooperation must give greater attention to the
problem of rent seeking in order to meet its objectives sustainably.
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