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Chapter 1

Structure of Growth

Growth in GDP

The performance of Pakistan'’s economy has vafied
considerably err'time. To_obtain a comprehensive viey of
varyih@ trends auring thevyéérs from l949—50vtp:1979—60'it
has béén found better to divide this periodliﬁtojthiee
sub~periods: (1) from 1949-50 to 1959-60, (ii) from 19%59-60

to 1969-70, and .(1ii) from 1969-70 to 1979-80.

A comparison of growth performance. of various sectors
for the three periods shows that whereaéwgrqwtp ratés‘wafe
either}gtagnaﬁttéx.uneven dpg;hg thé First %nd’thi§d periods,
the second pe?iod exhibiteg'q,relétivély bpoader baged
devéldpment, which was reflected in a sﬁbady;upwdrd trend

in growth rates for necarlv all sectors (See Table 1.

The author is deeply indebted to Prof. Syed Nawab Haider
Nagvi for his help and encouragement in initiating this: study, which
was prepared for the CSCh.

The first draft of the study was presented to the
Sixth Meeting of the CSCD held in WNepal in 1981. Its final vexsion
was accepted by the Eight Meeting of the CSCD held in Colombo in
1983.



Table '1

Growth Rates of GNP,GDP

and different Production
Sectorsl

{1949-50 to 1979~80)

(Percent per annum)

Growth Rates
1949-50  1959%60: . 196970
to to to
1959-60  1969=70" ..1979480

Comnodity Producing Sectors 2,60  oun iR20EE0 R8T
Agriculture . 1.58 . 5,01 2.35
‘Mining and Quarrying "10.0Quet, o0 Bedling 4,76
Manufacturing } 7,70 09,900 . 4,29
Large-Scale 15,39 . - 13.31 ¢ . .3.27
Small=Scale ' 2,30. . 2,91..- ..7.30
Serviees Sectors , .3.85. .0 7.45.  .6.24
Construction 9.08 12.26 6.90
Electricity, Gas - 12.41 22.07 9.13
Transport, Storage 4.43 7.85 5.58
Wholesale, Retail Trade 3,61 7.79 4,55
Banking, Insurance 11.27 13.72 8.52
Ownership of Dwellings 2.85 2.88 3.56
Public Administration ' :
and Defence ~1.84 7.10 9.61
‘Services (others) 3.98 4,39 5,52
GDP K 3.10 6.75 . 4.54
GNP 3.10 €.77  5.18
Mid=-Year Population - 2.00 2.86 .. 3.00
Per Capita Income 0.61 3.81 So2.11

Source: Calculated from Appendix Table 1

|: Growth Rates are annual compoung:fates.



The performance of commodity-<preducing sectors was -
generally depressed during the first and . .. - third periods.
During the first period commodity~producing sectoxs
grew at an.annual compound rate of 2,6 percent.due largely
to rapid growth of large-scale manufacturing sector.  The
agricultural sector was, however, stagnant during this period.
Though the situation improved considerably towards the end
of the decade the years during the period from 1951 to 1953
witnessed ncar-famine conditions because of inclement weather.
‘As a result, per capita avallability of domcstic agricultural
qutput declined as population growth rate of around. 2 percent

exceeded that of. agricultural production.

The agricultural sector performed slightly better
during  the third period as value-added grew at an average
annual rate of growth of 2,4 percent during most of the
Seventies. While performance improvgd visibly dﬁring the
last three years of the decade .. growth rate of agricultural
sectoxr during the period from 1269-70 to 1979-80 waé ;tiilS

much less than ... rate of population growth of 3 percent.

As ﬁentioned oa£lier, the years.durin§.1959~60 t§
1965-~70 witnessed a consistent uéWérd trend in growth rates
of all sectors. Within the commodity-pféduéing‘éectors £h0>
faétést rate of gfowth of a 1ittlé over.lé.péréeﬁﬁx wgs :
registered by large—écale manu%acﬁufinéﬂséctbfl Agficditﬁre,

too, logged an impressive rate of growth of 5 percent. As a



result, per capita availability of commodity output increased

steadily throughout this decadey

The services sector) also' logged: an impressive rate of
growth of over 7 percent per annum and contributed substan-

tially to .in rapid growth of GDP .during this period,

Throughout the ycars from 1949-50 to 1979-80

T
sérvices sectors grew at a xgteﬁxwhich was much higher than
rate of growth of commodity-producing sectors;. &his wnép
quite expected_during_ear}ie; periods~wﬁeﬁ baéic iﬁfréstiuc~
tural facilitics wexe ?Qing constructed; 'Howevéf,kéuring
later years the combination of rapidly growing Qéf&iéeg
sectqrg‘and stagnating commodity'putput ledxfa'écéﬁﬁdlation

of inflationary tendencies .in the economy which manifested -

themselves egpeclally during the first half of the Seventies.

Conmposition of GDP

The rapid growth of the services sector led to a
significant change in = composition.of GDP. Table 2 shows
that while the share of comqu;tyuproduéing seéﬁoré fé;l frdm
a little over 61 percent in 1949-50 to oﬁly 47.6 percent in
1979-80, that of scrvices sectors increased from 38.8 percent

to 52.4 percent during the same period.



Table 2

Percentage Share of Different Sectors
in Gross Domestic Product
(1949-50 to 1979-80)

1949-50 1959-60 1969-70 1979~80

Commodity Producing Sectors 61.16 58.24. 55.41 - 47.60

Agriculture 53.19 45.83 33,88 31,45
Mining and Quarrying 0.22 0.42 0.49 0.50
Manufacturing , "7.75 11,99 - 16,04  15.65
Large=Scale 2,23 6.89 12,50 11.06
Small-Scale 5.52 5,10  -3.54 4,59
Services Sectors 38.84 41,76  44.59 52,40
Construction 1.44 2,54 4,20 5,24
Blectricity, Gas 0.22 0.52 1.98  3.04
Transport, Storage o 4.98 5.66 6,26 6,91
wholesale, Retall Trade 11,91 12.51 13.78 13,79
‘Banking, Insurance : - 0,44 0.95 1,79 2.60
Ownership of Dwellings 5.10 4,97 3.44 3.13

Public Asministration and
, Defence 7.04 6.23 6.43 10.33
Services (others) =~ S 7.70 8,39 6.71 . 7.36

GDR : 100,00 100.00 100.00 100.00

Sourca:s Appendix'Table 2.

Within the services sectors the fastest growing sectors
were electricity and gas followed by banking and insurance,
construction and public administration and defense. By 1979-80

trade still accounted for the largest share (13.79 per cent)



among services, but the share of public administration and
defense had increased to 10.3 percent from 7,0 in 1949-50,
while transport, electricity, gas and construction sectors

together accounted for a little over 15 percent,

The increase in shares of various servicces sectors

Occured at the expense of agriculture sector whose share fell
from 53,2 percent in 1949~50 by 7 to 8 points in everf»decade
so that by 1979-80 it constituted only 31.5 percent of GDP,
The share of‘manufacturing sector incrcased steadily through-
out the period from 1949-50 to 1969-~70 but in the subsequent
decade it declined slightly despite an increase in share
of small~-scale manufacturing sector, The steady decline in

importancé of cémmodity producing sectors was an unhealthy
sign for a developing econony like Pakistan since it reflected
an increased dependence on imports, on foreign resources for
financing investment and pointed to the phenomenon of stag-

flation. (See 4@%&7 Y
Money Supply and sStagflation
Table 3 shows the difference between growth rates of

money supply and commodity-producing sectors, which gives a

rough measure of stagflation experienced by the economy.



Table 3

Growth Rates of Monetary Assets and Real
GDP
(1959-~60 to 1979-80)

(Percent per annum)
1959-60 1964-65 1969~70 19276-77
to to . to o
1964-65 1969-70 1976*77 1979—80

(1) Growth of Money Supply: .11.54  11.10 17.62 - 20.54

(2)  Growth of Commodity
Producing Sectors 5.66 6,78 1.92° 5.46

Excess of (1)

ovar (2) 588 432 1570 1508

Source: Calculated from /44 / and / 38_/

The rapid expansion in money supply during the Sevan-
ties was a radical departure from éﬂrlier'practice since
monetary policy in‘Pakistqn had by traditiqn‘been‘conéerVative
in naturg.‘_Monetgxyvexpansion during the period‘frpw 1955 to
1960 was op}yvmoderate.‘ In the first half‘of the sixtiegttbis:v
expansion.registered an annual compouﬁd rate of a littlenabové,
11 percent and accounted for over 15 percent of total government
expgnditure.‘ Hoyeyer,}growﬁh in output of qommodity—prqquging_ :
‘sectqrs,and‘especially 7;of A agriculture segpoxvabsogb;d“ﬁqst
of the incfease ih monetary expansion so tﬁat :1 impacfxonu_

price level was only minimal,



For most of the years during the later half of the
Sixties a restrictive monetary policy was‘followed that sharply
curtailed  expansion of money supply, Thé primary aim of
this‘policy was to dampen inflationary effect of increased
non-development expenditure that stemmed from the September
1965 war with India. However, to an extent, this policy prooved
ﬁofbg cdunter‘prbductive since contraction in méney supply,
vhile commoéity production Sxpanded led to ~ creation of
deficit in - availability of domestic resqurces’for devalop-
meﬁt. Moraover, to mainﬁain support pricéé férfagricultural
commodities development expenditure had to be further cux=-

tailed in order to gencrate the required resources.

’During the Seventies .+ rate of growth of money
supply increased from i7.6 parcent during the period from
1969-70 to 1976-77 to 20.5 peréent during thé“femaiﬁing
YQafé of the decade. ~However, ; growth in ek&éss demand
for ﬁonetafywaéSéﬁs was stable around 15 percent throughout
the "decade. "This was due to revival of ““"cémmoditynéro«
auéiné sectors, which during the pericd from 1976-77 to
1979-80 fégisfered a growth rate of over 5 pgréent, which was
mich higher “than - growth rate of less than 2 percent in
the carlier yearg of the decade. As a fesult,{inflétidn rate
which had ¢limbed to 14.3 percent during most of the Seventiss
was brought down to' 7.5 pefcent‘towaf&ééfhéwéhd:bfvfhé'dééaée.

(See Table 4).



Table4

Inflation Rates in Pakistan

(1949-50 to 1979-80)

(Percent per annum)

Years

Rates of change in the

General Price Level.

1949-50 to 1954-55 4.7
19$§¥5s’£o|1959460 3.8
1959460At§“l964m65 2.6
1964-65 to 1969~70 3.2
1969-70 to'19?6~7§l 14.3
1976-77 to 1979-80 7.5
1949-50 to 1959-60 4.3
1959-60 to 1969-70 2.9
1969-70 to 1979-80 11.6

Sruree:Calculations are based on data obtained from / 37 /%
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Chapter 2

Trends in Commodity Production
Agriculture:

Till the Sixties the state of agriculture
sector was characterized by low productivity and stagnation,
It registered an annual compound growth rate of around 1.6
percent, which was much less than rate of population growth,
As a result, per capita availability of domestic agricultural
producte declined throughout this period. -Since agriculture
sector had a share of no less than 50 percent in GDP its

stagnating growth rates had a depressing effect on overall

performance of the economy during this period.

The stagnation in agriculture sector was due to a
combination of structural, technical and administrativé.faCN
tors. .The land tenure system,that included parasitic préduc—
tiqn relations was inefficient and>inequi£able. It was plagued
by concentration:of land ownership, expldiédtion'df tenants
and by absentee landlordism. Over three f£ifths of cultivable
land belonged to less than 100,000 big landlords., Furthermore,
lack of irrigation water made agricultural production precari~
ously dependent on weather while shortage of fertilizer,
agricultural machinery, credit, farm-power contributed to low

productivity of agriculture sector. During the years from
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1951 to 1953 a series of bad harvests led to  complete reversal

of the little advances that had been made in agricultyre sector,

Though cultivated area increased for most

crops produc=

tion did not increase proportionatoly. This was due to  decline

in yield per acre for most

wheat and

sugarcane,

Area Under Principle Crops and Growth
Ratest
(1945~50 to 1979-80)

Table

principle cropsginciuding »

(See Table 7).

5

Growth Rates™

Five Ycar Average Area (000 Hectares) (Percent per annum)

1949-50 1.959-60.1969~70 1979-80.

1949~50 1959-60 1960=70

to - to to
1959~60._1969-70 1979-00

Foodgrains 6829 7666 9450 10473 {..2) . (2.1) (1.0)
Wheat 4180 4775 6020 6780 (1.3) (2.4 (1,2)
Rice - 883 1165 1511 1973 (2.8) " (2.6) (2.7)
Bajra - 899 807 758 581 (=1.1)  (~0.:6) (=2.6)
Jawar 483 455 523 446 (~0.6) . (1.4) (~1.6)
Maize 384 464 629 693 (1.9 (3.1)  (1.0)

Cash Crops 1858 2334 . 2934 3292 (2.3) 7. (2.3)y  (1.2)

Sugarcane 197 411 571 806 (7.8) ~ (3.3) (3.5)
Rape Beed and . -
Mustard 452 522 507 A2 (1.5) . (=0,3) (~1.8)
Cotton 1192 1362 1795 2018 (1.3)  (2.8) (1.2)
Tobacco 17 39 61 a7 (8.7) (4.6) (~2.6)

Source: Calculated from é?ﬁB;?ﬂ

1:

Growth Rates are annual. compound growth rates,
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While cultivable area regigteraed minor increases 'and yields:

stagnated agricultural .labour force increcased ata rate -of

around 2 pgncént Quring, this period (See Table 16 . This led

to worsening of land-man ratio and. -decline in availability of’

agricultural

surplusg,

Table 6

Production and Growth Rates of Principle
‘ Cfbpsl :
(1949-50 to 1979-80)

Growth Rates

Average Five Year Production (000" Tonnes) (Percent,_per annum)

1949-50 1959-60 1969-~70 1979-80 1945-50 I959-60 196970
to  to to

1959~-60 1.969-70 19579-80

Foodgrains - . 5388 ~ 5879'°¢ 10167 - 15054 . {0.9) - (5.6)  (4.0)
 Wheat - 3664 3844 6739 10469 (0.5)".  (5.8) (4.5)
_Rice 768 1024 2079 3179 (2,9 © (7.3) (4.3)
- Bajra 337 319 352 - 282 (-0.5) (1.0) (=2,2)
 Jawar 236 220 296 255 (~0,7) (3.0) (~1.5)
' Maize. 383. . 472 701 869 (2.1} (4.0) (2.2)

Cash Crops 6670 12682 22972 31363 {6.6) (6,1) {(3.2)

Sugarcane 6246 12082 22026 30360 - (6.8) (6,2) (3.3)
© Rape Seed and S
Mustard 181 231 266 283 (2.5) (1.4) (0.6)
Cotton 218 301 . 566 648 . {3.3) (6.5) (1.4)
Tobacco 25 . 61 114 72 0 (9.3) . (6.5)  (=4.5)

source: Calculated from / 387/

1: Growth Rates are annual compound growth rates.
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During the period from 194950 to 1959+60 ﬂjafagrigulture gector:--.
also sufféréaﬁfrom‘sﬁritt’administrative~¢ontfol’o&er‘procu:emeht'
of surplus fébd~graiﬁs at lesé than market. prices gnd'other.qqer—
cive regulégions>that had<their‘robts in_the colonial systeﬁ of

administration..
Table 7

Yield Per Acre and Growth Rates
of Principle Cropsl
(194950 to 1979-80)

Pive Year Average for Yield Per Growth Rates

Acre (1/1000 Tonne per Acre (Porcent per annum)
1949-50 1959-60 1969~-70 1979-80 1949-50 1959-60 1969-70
Crops - . )
to  to  to
1959-60 1969-70. 18979-80
Wheat — T w17 205 1113 1544 (~0.9) (3.3) (3.3)
Rice J70 379 13758 161y - {0.1) {1.,6) (L.56)
Bajra - 375 395 . 464 485 L(0.5) (1:8). °  (0.,4)
. Jawar a0 AB4 - BGG 572. . (~0.1) (1.6) . {Q.1)
fﬁaize . 997 1017 - 1114 1254 (0,2) {0.9): (1.2)
Cash Crops
Sugarcane
Tonnes Per . ‘ o
Hectare) - 32 29 .39 38 (=1.0) (3.0)  (~0.3)
Rape Seed and I .
Mustard 400 443 - 525 672 (L.o) - (1.7) T (2.5)
Cotton 183 221 315 321 (1.9) (3.8) . (0.2)

Tobacco 1471 1564 - . 1869 1532 (0.6) (1.8) . (~2.0)

Source: Calculated from / 38 /

1: Growth Rates are annual compound growth rates
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A significant improvement in agriculture sector was

- during
registered/  the.subgsequent decade from 1959-60 to 1969-70, However,
/even _ ' . :
though cultivated area increased only slightly {See Table 5)
production of nearly all principle crops rose significantly
becauée of substantial improvement in yield per acre. Thig
improvemnent stemmed, primarily, from extensive use of fertili-

zers, high-yielding varieties of seeds, irrigation water,

tractors etc.

Table 8

Selected Agricultural Inputs Availabi
lity and Growth Rates
(1959-60 to 1979-80)

Water Availlability Fertiligor - _ Tubewells Tractors

(Million Acyxe Peet): {Thousand N Tonnes) (Numbers) (Numbers)
,<1) (2) . (3) (4) (5)
1959=60 :48.17 o 19.4 5624 3642
1964-65 61.49 87.2 . 36469 112593
1969~70 75.50 307.7 ' 86754 26485
197475 77.02 . 435,58 137102 37877

1979-80 ‘ 94,14 .- 1044.1 178720 131159

Growth Ratesl

1959-60 to (Percent per annum)

196465 5.0 35.1 45,3 28.2
1964-75 to ' , _ :
1969-70 4.2 ' 28.7 18.9 16.0
1969~70 to :

1974=75 0.4 6.7 9.6 7.4
1974-75 to " : , , :
1979=80 - 4.1 19.7 5.4 28.2
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Source: Column_(2)_ for 1959-60 to 1964=65 Calculated
from / 33_/
For 1969-70 ‘to 1979-80 / 38 /

. cdlumn:(3)lfon.1959;60’/ﬁ§3~/

./ 'For 196465 to 1979-80 / 39

a»

- Column (4) for - 1959=60 to 1964-65 cdlculatéd
from /6/ and / 52 / o

For 1969 70 to 1979 80, / 36 -/ and / 38/
: Columnv(S) Calqulated from 5’_ .42u_/

1: Growth rates are annual compound growth rates.

Table & shows thr rapld 1ncrpa e 1n use of ess entiél
farm-inputs durlng thL perlod from 1930 60 to l964~65 No small
role in thlS wa° plaved by qov rnment sub81dlzatlon prégrammes
whlcﬁ were médc posslble, to a large exténf by gupoly of foodw
grains under the US aid programme. ‘Thege‘suppl;es hQ1ped to
stabilize food=-grain piiccs, ma&e resources available for invest«
menf‘bréérammeé,vpxovlded 1ndust1lal raw méterlals at low prlces

-and enabled SWltPh—OVGr from food-crops to cash-crops for export.

quever,iéove?nmént‘éidevélopmenf progrémmé‘fdr agyi-
culture: sector was confinéd to ‘removing oﬁiy teéhﬁical and
administrati#e constraints, Ofniﬁ~othéflwads, thé*devélopment
efforts were limited to extending 6p§ortunity spaéé of farmers.
The structural set¥Up remained the samewdespite S
‘the 1958-59 land-reforms an&“adminigﬁtativé’“Hé¥c6nfroi3'of'
uinput'diStribution which, in essence, strengthened the private

faeétqrfénd.reinforéed;social inéquélify. ”(SQéﬂlﬁéyﬁ
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‘The pérformance of aériCultUre;segtOr'during"fhe Seven=-
ties was modest~for the de;a@é;ag a'wﬁo}é_an.énnuél,comédﬁﬂﬁ
growth rate of 4.0 percont was attained.l.gowgygr, impressive
increases in aqricultura;;éutputfwere‘yisible;only towards the
fag end of the decade while for most of the Seventies, agricul-
tural production stagnated. Furthermore, the  growth of this
sector was not balancéa since ho£ §i1’¢ropé gréw‘;t the same time
and while food~cr5ps £égi§terea'impréééivéiiﬁéfegées most of

cash-crops stagnated. Towards thééendﬁbflﬁﬁé dec5He the
most significant achievemcnt was attainment of foodgrains sclf-
“shfficiency though some' imports still had to be' fade to build

essential reserves.,

The improvement in agriculture sector in the later
téntly Clement weathdy and acreage increases., "However, yield
‘par scre of principle crops, déspite minor incréases during the
decade, was still among the lowest in the world ‘and improvement
‘An agricultural productivity remained the crucial constraint

to agricultural growth,
Strategy for Agricultural Development.

Pill the 8ixties the development of agriculture sector
did not receive much priority in government policy. .During. this
time =i policies designed for it were, in. essence, measures to

extract surplus to finance industrialization. This was secured
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through a series of etrict-administratiVe controls over procure-

ment of agrlcultural commodltles. Resources for industrialization
B \

were also generated through the . over-valued exchange rate, which

biased against agrlcultural exports in fayour of imports of

capital goods. The general neglect of agriculture sector led to

i
EPR O Vieoe
v
oo

worseﬁing of ;anduman ratio‘andies population expanded there

was no démpe%e;;inq_increase in celtivated arca nor in output per
acre, 'Furthermore, the inequikable system of land ownership,
which was eharacterized by extreme form of expleitaﬁion conti-

nued to plague agriculturxe sector,

During the early Fifties the terms of trade moved
fagalnst agrlcultura in favour of lndustry. The sifuation
deteriorated further A8 _‘exchange rate waé not aéjusted to
countprnbalance fall in world prices of agricultural COMMO =
ditles,which fell further in ‘the aftermath of Koreanwwar boom,
As a xesplt, a glut of agricultural products was created,
;Which>seriousiy affocted the'sector3e overall performance and
ledvﬁovv decline in the country's exéert'ee;nihgs.x inetead of
devaluing'the Rupee in response to exckange crisis direct
controls wexe instituted which biaséd heavily in favour of

industry.

BAs a result of combined action of these factors, by
the end of the Fifties, the country had been converted into a
large.net'lmporter of food commodltles and scarce resources had

to be diverted from industrial development for their import,only
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- when the decline in production of-agriqultufalfraw materials.beéame
Q;aaxiouﬁlconstraintito_iﬁdustxialcdevéldpmenthdiafagricultufal
development . begin to receive serious attention frdm the gover~

_nment,

The modernization stratéqy adopted for agriculture
vﬁector emphasized use of production technologies of developed
countries without inétituting reforms in social structures., The
staxtinq.point of development was-the‘prevailing.ciaés interxee
lationships and traditional Iand'tenure”syéﬁém,' Since produc-
tion was considered to be wholly determined by a feﬁ parameters
_like cultivable land acreage, crop yields etec., it was thought
»ghat increase in. supply of. these idputs woﬁld lead to higher
?prQQuction. A nmassive programme to build agricuiﬁdral
infrastructure and tQ.SuQPly.subsidizéé'inputs-ﬁasiinitiated
.without considering the ¢hoice bétween‘briﬁqing new land under
cultivation and providing old lands with additional iﬁputs.
Very often -actual use lagged behind'éfforts:to briﬁg hew land
under cultivation. Furthermore, availability of ihputs and
.expansion. of cultivable area did not necessérily'imply develop-
ment since it.led only to extension of 6pportuni£y épace rather

than to intensive use of inputs. (See Zféo:} Yo

It was mentioned earlier that agricultural development
strategy did not emphasize reform of prevailing social struc-
tures. 1In fact, its successful outcome depended on ﬁbsitive

response.of rich elite farmers. In so far as the problem was
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onc. of substituting food imports by generatinq3a'mérke£551e"
surplus subsidy. programmes benefitted'1arge.farms,“whiéhlhéd
greater ability to prbduce53-sutplUS:even;théﬁgﬁ*fhéiriéﬁfi;
cieﬂdy'W&SWIbW“aha=theyﬂcould hot'éurvive wiEhéutfpfefereﬁtiél
treatment. fThe'implémentation.of'iand reférme and break=-up of
land concentration would have not only raised efficicncy of
agricultural sectér but also led to. increase in ‘labour

demand. {See / 19 /).

The obvious conseguence of,elitewfarmgr—stxatggy wWas
deterioration in regional rural inequality. The éérly bene-
ficiaries of subsidized inputs-were-concentréted=in é;éaéléf
central Punjab whigh had large acquifer reservesnSiﬁéé?ex?i@iEapiop
of underground water resources in combination ﬁitbiﬁi@h.yié;ding
varieties of seeds and fertilizers led to adop%ion‘pf'éfoﬁping
patterns of higher value. In Ffact, this was part'ofithe'mech$m4
nisn by which foxéign'eXchange'éarhingsfwere tféhsfbfﬁea into
capital goods imports. The supply of foodtjra_ihs undérPLw/lBO
programe enabled to sﬁbstitute cash crops“fof\fdod.érops”wﬂile
the formef weré subsequently exported. to aarn foreién exchange,

which was utilized mainly for industrialization.

Though éVailabi%ity of  foodgrains:under . aid programme
raised domestic nutritional standards and‘kept pricesfoﬁtagri—
cultural commodities low it was obvious that to make thé mnost of
the breathing spell provided by aid quick changes were re@gired

in the pattern of production. But these were not forthcoming
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and after the war with India in 1965 it became obvious that nct

benefits of aid programme wexe not much since the procurement of
fcod7grainsuinyolyg¢ expenditure grieateér than “gains from

substituting fibre crops, for. food trops.” But there was at
leagt,onevmajqrI}pngwtgpm,benefit;%Many farﬁefg*héré foxr¢ed
(becausgﬁog,higber prﬁit:margingﬁinfcdmmercial'cfoﬁs)-fo‘
intensifgvggg of various inpufs‘énd adopt”ﬂé%'fbdhni§ues‘of

production. (See.éfi? *7 )e

A substantial improvement in agriculture sector was
possible only during a few years in the Sixties. Though increase
in water agqilgpil;tyvand.other vital’ induts ddhtribuéed}siQN
nificantly tomggod"pe;formancexa-subStantiél'rsieiﬁaé‘also‘piayed
byif@vourabJG yegthervconditions;sVFurthermorgi wﬁéﬁé@éi growth |
was registered by this scctor was"hht“bfoad¥bésed,. fh;upgimafy
impetus‘gas;pgovtiQubyfmajqr crops while growth of mincr crops
was ndt,subsﬁantiaiﬂv pgspite'greater use’ of inﬁﬁfgnaVérage farﬁ
Productivity‘remaineénomly one-half o one“thirdiof;bbtontidl'
19V61i;fert}lize£ ansgmptionvonlyﬁa:third be5§tim$i?fequirements
while plant protection.was.provided to 1é$§fthahﬂtenfpé;éénﬁﬂof
cropped ar$9Land‘;;;igationuwater mat-less than thrde fifths"'

of actual requiremengs,

Manufacturing

During the thrée defades under review -  performance of

manufacturing sector as’éomﬁaréa with that of otherlcommodityf
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producing sectors was impressive, Large-Scale manufacturing was
the fastest growing sector during the Fiftieg, registering an
annual compound growth vate of a little over 15 percent.As a result,
despite .pooxr showing of small-scalg ﬁapufacturing, the share

of valuéwaddea in manufacturing sector as a whole, increased

from only 7}8 percent of GDP in 1949-50 tofalmost 12 percent in

1959-60, fThe relatively faster growth:oﬁ this éector during the

Sixties‘fﬁrtheg increased'its‘ghare of GDP. tc:over 16 percent

(See Table 2)

The rapid industrialization during the Fifties wos a

signifiéant achievenent as it reflected a remarkable “adjustment

o a nerrd@ime for the economy, whose itraditional soutwee of

supply of manufactured goods and mdin warket of agricultural
commodities had been cut-off at time of independence, In

P

fact, the Yow lovel of domeétic:supply of manﬁfactured products

prooved,
. 1|

to be an important source of industr&hl gxowth in the
iiﬁmedia%é postnindependance‘years. Tﬂe‘proséerity arising from
. ‘ o , .
‘ihcréaséquxports dufihg the Xorean Wér combénéd with rapid
.ufbanizgtion furtheg;incregséd démand:fbr inéuétrial goods while

Icurtailment;of importg due tb foreignfexchan%e constraints,
aftéfi _ coiiéééé Of: export #ooﬁ; led ﬁo protected
ﬁarket $5i}@aﬁufacpﬁ£¢é gébd%;r The ﬁaiﬁtaiéence4of an overe-
U S P R SR !
_ydlﬁ§a éx¢ﬁqﬁge;§atQ énd airgct'téx'éonéess;ons also contributed
si%hifiéﬁ%#i&i%bvﬁdisinqngoﬁitgﬁéli?y Bf new investment. There

is evidence that suggests thdt during the Fifties import-substi-
tution was the most important source of growth for manufacturing
seotor. Later, during the early Sixties domestic demand ‘took

over' as the major impetus to industrial growth. (See /f45;7 ).
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Table—9

Selected Manufacturing Industrics:
productidén and Growth Ratesd
(1949—“0 o 1979_ 30)

Grovwth Patoa (“ercen; ner apnum;

2656.0

Tniustries - 194%5=50 | 185%~60  19689=70 - 1279-80 1545-5C to 1959-60 to 1965-70 to
1959-60 . 1% 69v70 : 1)73»80 :
Cotton Yara. (Millien XiG.) - ©  —12.1 160.4 27322 362.9 22,5 5.5 2.9
Cotton Cloth (Million $g.MEs) Y 46.3 485.0 . °606.5 342.3 - 25.7 2.9 -5.6
Sugar (00C‘Tonnes) - . i7.0 84.0: 612.90 573.7-. i7.3 21,9 0.6
Vegetable Ghee (090° Tonnes) 2.0 .29.0 126.0 460.0 21.9 15.8 . 13.8
Cigarettes (Billion 1ios) 1.5 F 8.2 22.4 - 36,2 18.5 10.6 £.9 -
Mitrocenous Fertilizer (0CC N .Tonneg) = - 83 - 129.3. 389.9 - 30.7 11.7 .
Phosptatic Fertilizer (000 H.Tonnes) - 0.1 2,2 - 51.% - 45,3 28.5 .
‘Cycle Tyres and Tubes (000° Nos) 1i2.0 3079.0 6727.0 8083.0 32.3 . .8.1 - 1.9
sizycles (000 Nos) : - - 151.3° - 272.4 - L= 5.6
Electric Fans (000 Nos) : - ’ - i6L.8 . 28815 - : B g . 6.G
Writing Papér (000 Tonnes) - - - - © 24,0 - = o
Ms Products (000 Tonnes) ” - - 180.0 420.9 = 7 8.9
Cement' (000 Tonnes) - 395.0 982.0. . . 3343.0 5 2

,:::{O ;

Source: Calculated from 7 37./.
1: Growth rates are annual compound growth rates.
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Table 9 shows that during the Fifties rapid industrialization
was due largely to expansion of coﬁsumer'gogds.industries.
Textiles and manufactured fdod productS'regisferednimp;essive
rates of gféwth of much over 20 percent per annum,. Ag a‘resglt,
towards the end of the Fifties consumer goods sector dominated
large-scale manufacturing with a share of little oveQ‘GO parcént
in total value~added in large~scale manufacturing sector

(See Table 10} .

Table 10

structure of Large-Scale Manufacfuring
Sector and CGrowth Rates of Value~Added
(1959-60 to 1970-71)

Sectors Share in Value-aAdded Annual Rates of Growth
’ {Percentaye) : {Percent per annum)
- 195960 1963-64 1969-70 1959~-60 1963-64
to ' to

v 1964=-65 1970-71

Consumer , ) ,

Goods - 60.2 -54.6 80.0 . 13,0 14.5
Intermediate

Goods 22.6 2.1 7.0 15.0 11.2-
Capital

Goods 17.2 24.3 13.0 , 26,0 7.2

Source: Zfzaj7.
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The workinq‘of linkage effects during subseguent years
caused rapid growth Q£ intermediate and capital géods industries
whilé laxge igfloﬁ of foreign aid facilitated import:of
capifgl goodévwhich aiong with nassive government investment for
infrastruéﬁural developuent contributed substantially to

industrial growth., (See 4?14_7')and_(é§£7 ).

The curtailment of foreign aid following the 1965 way
with India discouraged growth of intermediate and capital goods
scetors, which were capital intensive and depended largely on
foreign financing. As a result, during the latcr half of the
Sixties growth. rates for thesglsegtors d;épped to around 11
percent and 7 percent rospactivoiy and by'1969~70 contyibuted
only 20 percent of valuc added in manufacturing. The structure
of protection, which was heavily biased in favour of conéﬁmef
goods was also an important factor that:discouraged import of

capital goods. (See /47/).

The.pattern of industrialization prevalent in the later
half of the Sixties had by this'time become an ohbstacle éhat
prevénted subsequent rapid growth of the sector. Once
consumer goods.éector had been saturated high growth rates
woula havg beeh possible only with .. eﬁpansioh”of iﬁterm@diate
and capital goods sectors. But lack of incentives énd forei@n
exchange constraints prevcented development of these industries.
As a result, private investment in industry, measured in recal

terms, began to fall towards the end of the Sixties. Table 9



shows that even during the Seventies with oxception of
cigarettes and bicycle industries production either stagnated
Orﬁdeclipea for industries im . pgivéte soctor. Sustaineg
and éighﬁficanf;incfeaggs in prodﬁction were attained only
: b§ Qegetable:ghec and fettiliéer industries; which ware bhoth

in the public¢ sector,

The sugar and téxtile iﬁdustries,which were in the
private sector and contributed around 30 percent of value-added
in large-scale manufacturing,registered negative rates of
growth., This was a matter of concern since textile in&usiry
hadudeveloped within a highl? protected market and Waé:Supportad
by téx concessions apd incentives., But by the Seventiag,
plant maohinety had beéoﬁe,outwdatéd and productivity had: begun
to decline which adversely»effecteﬂ»exports»and led to-
reduction in phe countrst shafe éf‘world textile exports. ' An
“interesting feature of»industrial developm@nt during the
SaVengiés was that while traditional igdustrieS’stagnatéd;and
in some cases éven,declined, non-traditional industriésaand
sméll-scéle manufacturing registered consistent and substantidl
gains in production and in their share of valme-added in manu-
facturing sector. This is explained, partly, by massive deva-
' luatiOn.in the early Seventiesg, which acted as an incenpiyeifor
industries that carlicr received neiﬁher fiscal supp0rt.h0rA
benefitted. from éxchange controls., dn the other hand, .
vprdfitability was considerably reduced of indﬁstriés tﬁ%t7had,

-under the old‘system,beenaprotectéd by high tariffs and provided
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incentives through  dual exchange control system. Furthermore,
abolition of incentives revealed an inefficient technological
structure of traditional industry, Excessive protection had
praduccd éllocativé inefficiencies and overQCépitaliéation
axising'ffom capital costwreducing policies had led fo exXcess

capacity, (See /28/ ).

Stiategy for Industrial Development

The over~valued exchange rate during the early years
after independence acted as a strong incentive for industriali-
zation, Capital~goods iméorts were subsidized at the expense of
primaiy-goods oxports. The over-valuation persisted despite
devaluation in 1955 hecause by this time rising domestic prices
had further reduced real value of Rupee. . But this was not
the only means by which resources were generated for developmont
of industrial sector. The prices of agricultural commoditiés
were- - kept at a low lQVOl to gubsidize urban consumpticn. As a
regult, wages also remained depressed while industrial raw materxials

-were procured at low cost,

This policy was continued till the Seventies while during
the S@cond and Third plan poriods it was reinforced with r* help
of large inflows of foreign aid. Attempts were also made to
revive agriculture sector by developing cash crops but with the

aim-of increasing export earnings vhich could later:be utilized

for industrialization:  Till the mid-Fifties import-substitution
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provided the major impetus to industrial growth. In the subsequent decade,
domestic demand.tqpk dygg the lead and still later,thé gréwth impulse
wag distributed more or less evenly between impdrt~substitﬁtion, (
domeétic‘demand and export expansion, The.policy,df iméért-substituting
industriélization had its negative effects as well.'vThe inefficiént
allocationlof resources lad to high profiﬁs,bﬁndernutilization'of
capacity andiwaste. The high level of protection giveﬁ to conéume;
goods industiy continued ?ight till the‘Sevénties which negativel§x,
influenced overall growth»of manufacturing sector. Once growth dynamism
due Eo raRid_develOPment of consumcr goods industries had pctered out
the emphésis ghould have heen placed on development of intermediate and
capital goods industries. This was the only way in which high rates.
of growth of manufacturing sector could have been sustained. But
consumer goods industries continued to be excessively protected. As

a result, by the end of the Sixties this industry bhad a share of

around 80 percent in total value added in large scale manufacturing
which led to imbalance in structure of production since = bulk of
requirements of intermediate and capital goods indusfries continued

to be met from imports. Only a very small elite of traders and merch-
ants was able to utilize opéoftunities Qpened by industrialigation
policy. Ana'because of laék of competitive market this led to

creation of monppolies which operated inefficientiy, utilized resources
in a way that‘did not reflect factor endowménts of the country

and manipulated markets to their advantage. As é result;‘a high degrée
of inefficiency prévailed in consumer goouds indusfﬁies. ‘There is -
evidence that ﬁany industgial'unifs contribgted ﬁegative value aéded

_—

when measured at world prices, (See /16a/, 1527'and éﬁg?').
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The most disturbing feature of industrialization
policy was its almost open advocacy of ineguality. Since the
main constraint to industrialization was considered to be

domestic savings it was found necessary to mobilize them by

encouraging high~-saving sectors, This implied, in essence,
the neglect of stagnating and subsistence agriculture sector

and development of large-scale manufacturing sector.

In actual practipe » industrial sgctor failed avan to-
generate.hiqh rate of saviﬁgs< Mor@pyer,‘no‘geriogs attggpt
waé madejto faise égvingé>in urban a;éasvby cu:ﬁailing consump-
tiéﬁ. Aé a résult,a siéuatiog of stagnating demand led to

excess capacity and ran counter to the strateqy of accelerating

growth through reinvestment of industrial profits.

Investment and Bavings

The high growth rate:of -GDP observed in the first. post~
independence decade and due largély to growth in manufacturing’
and certain:sexvices sectors was reflected in - investmon&
levels during gprrespohding yearss The volumevofJinvestmentj‘
at curfent prices increased steadily throughout the three decades
£xom 1949-50 to 1979-80 (See Appendix Table IIj. The rxates of’
increase of investment,were, however; different for -different -
periods. . The fastest rate of increage was Tregistercd during PR

the second.half_of the Fifties and early Sixties. -"As.a result,:
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investment rate attained aupeak_of?arOuﬁa-zz'percent‘during the
mid~Sixties, But while the Thixd Plan (1965-70) hoped to main-
“tain investment rate above 20 percent, a’combination of
adverse exogenous factors. (war with India, reduction in foreign
aid, pooxr haryggts cte.) led to declinc of"bﬁer Siéércent in
Aih&esfhént rate. Though a slight improvement was registered
during the Seyenpies investment levels of mid-Sixties were
ngf étiained; and this ogeoured despite revival ofbpfivate
iﬂ&éstmen£ and congiderablq_effoxts in "phﬁiic QCEtor to

increase investment (See Table -11) .

Table 11

Gross Domestic Investment Percentage
Distribution and (Rates)l
(1959-60 to 1979-80)

{Percent shares),

9
&

Private Sector Public Sector Total
1959-60 y 50.9 (5.8) " 49.1 (5.8) 100 (11.6)
1964-65 54.0 (11.5) 46,0-(9.8) 100 (21.5)
196970 ; 51.1 (7.3) - 48.9 (7.0) 100 (15.8)
197475 32.1 (4.6) . 67.9 (9.8) 100 (16.2)

1979-80 o 32.0° (5.3) ©68.0 (11.2) 100 (17.3)

Source: Appendix Table IX

1

.o

Poxcent of GDP at Current Market Prices,

2: Includes changes in stocks.

The increase in investment in the immediate post-independence
years occured, mainly, in ° private sector and was duc to

inflow of capital as a result of migration of muslim traders from
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India. ..During the period of the First'Five.XeamgPIanb(1955—
1960) privaté investment was encouraged. through adoption of
impont;substi;ution po};cies,ﬂlicensing Qf imECrﬁS,etC- This
produéed_wihd—fall_p;ofifs‘inwtradg qnd.cOnsumerpgdods?ihdustries

which because of high returns were recycled inte investment,

Public sector investment plan was not. implemented comple-
telx Fhough signiﬁicqnt»hcqﬂway was nade in'gansﬁpuctioﬂ of
infrastruétural‘facilitigs and cstablishnent of indqstriai units
where private scctor was s;ow in coming. Ey l959~60, pubiic
sector investment constituted elmost half of the total but when
private investment began to slow down during the ;ate Sixties
publiéjéeééorléssuméd éngreaﬁgﬁpygié in investment financing,

A nunber of‘féét;rs cohéribgééa‘to?;n‘ slow=-down «f private
'inveﬁtmeﬁt;‘ Among the'more'1mpértaﬁt“wag”hﬁtibnalization of

industrial assets 'during the early Seventics. Moreover, the

v

elimihation.Of over—véiﬁé& exchange rate reduced - incentive
;ibr capita} goods imports and made new investhent less profitable.
Ofeia;lPgomin31 inve3tmcnt, ﬁﬁwever,.dgubleduevery five years
during thée Seventies thanks to increase’ in public investmenﬁ.

That the significant increasc in investment did not have a
corresponding impact ‘on growth, ‘especidlly during the‘early
Seventies, is explained by . v domposition éf pubiic investment

outlays which were biased in favour of large, capital~intensive

-industrial units with long gestation pqriods.



Table—12

Growth of Fixed Capital Formaticn by Econcmic
Sectorsl.
(1964~65 to 1979~80)

(Percent per annum)

Growth Rates
Frcem 1984-€5 to 196%-70 From 1969-70 to 1974-75 - From 1974«75 to 1979=-80

Public Private Total Public Private:  Total - Public Private Total
Cormodity Producing . . _ . ; -
Sectcxrs 0.5 -7.6 ~£.9 12.3 4.1 7.6 - 28.0 19.0 23.5
Agriculture -0.3 5.7 1.4 0.4 12.2 4;7 S =6.9 23.9 .. 11.1
Manufacturing 6.1 1.7 2.2 42.8 0.6 5.7 = 42,0 . 15.8 . 30.8
ﬁhrge-Scale' - 1.0 3.8 ,42.é -3.9 8.1 25,1 1741 33.7
ﬁining and Quarrying 3.5 3.1 3.2 48,3 11.5 - 28.3 13.6 9.9 = 12.4
Services Scctors ' 9.5 0.8 5.2 33.0 12.5 25.8 16.5 . 19.1 © 17.2
Construction - 9.5 - 9.9 - 0.4 0.4 - -— 912 ; 9.2
Ownarship of Dwellings -~ 1.0 | 1.0 - C17.7 17.7 - 3'21.5 f; 21.5 {
PUbLic.Administration 9.¢ - 9.6 23.9 - 28,9 12,6 - 12.6
Gthers Services 5.4 0.3 4.3 36.6  10.3 26.3 191 17.7 15.8

Sourcc: Calculated from Appendix Table ITI

l: Growth Rates are annual compound rates.
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Table 12 shows ~ growth rates of private and public
inyastment in various economic sectors. As a result of varying,
grOWth:rates during the period from 1964—65:£o‘l954~75 there
waé ‘Cdntinuogs aeqline iﬁ: : shaf; of qommodiﬁynproducing
sectors'in'favdﬁr of_sgrvides sectors (Seeifgble 13)§ The
consistaent incréase in: sﬁéré-éf invéstméﬁtlin Sefvices
sectors. was not a ﬁéalthy sign for the eq9nqﬁy as it p?inted
to the ¥elgtive1y slower ihcréase in avéilagiiiFy‘éfJéémmodity
output, whiéﬁ in é éituation éf rising ingomés'laé&§’¥§

increased pressure on forgignlexchange‘fesouxc§5'anﬁitp steng»l
thening of inflationary:tendencies. Duringlfﬁé éixtiés'thg"'
major 1poztiqnzof pablic sector investméat inl‘: ;ébmﬁodiEQ
rroducihg séct0¥5 Qént to agficulture.‘lHowebe;;"dﬁfingﬁ the
subsequent decaéo - dmportance of.puplig secﬁo; ih?éstment‘
declined q;aduéliy as expenditure on Indus Basin Works
decreased. As.a result, by end‘of the decade'itglshaéc had f
droppedito onl§‘2.8 pércéntlof’tﬁé totai. Ibn.th; othe;.%and;
private éectbr investment in agriculﬁure ingfeasédksteédil§.
This.waslpartly due ﬁdﬁiﬁcréasiﬁg comméfciaiizatién inlagrim
culture and partly to greater use of modern agriculturai

inputs.

In manufacturing’ sector an opposité trend prevailed.
Thelgbarg-of publicﬂsectqi iﬁyegtment'in;maanacturingf
inc;easéagby élﬁ;égf%i§§fﬁpléé thie-ghe share of pgivate=
invéstméﬁé deéliﬁéé‘éf¢ﬁ 40 éezéenﬁiiﬁi;969»70 to only 24,1

percent in 1979-80. Owneféhip of dwellings, construction and



Table 13 -32 (a)-

Structure of Fixed Capital Formation
(1964—65 to 1979-80)

(Percentage  Shares)

1964-65 - 1969-70 . 1974-75 - 1979~80

Public Private Total  Public Private Tdtal:  ©Public Private Total  Public Private Total

Commodity Producling

Sectors 46,7 64.6  58.0 36.3  54.%  45.4 19.7  44.4 27.6  28.1 44.3  33.3
Bgriculture . 41.1 8.3 20.4  30.7 13.6 22.0. 9.5 16.2 11.6 = 2.8 19.8 8.2
Manufacturing 5.3 29.5  20.6 5.4 40.0 23.0 9.7 27.6  15.4 25,0 24.1 24.7

large-Scale - - 26:4  16.7 5.3 3406 20.3 9.6 19.0 12.6 24.9 17.5  22.5
Mining and ngu , : , ( ; : , .
rrying © 0.3 0.3 ~ 0.3 . 0.2 0.5 0.4 0.5 0.5 0.6 0.4 0.4 0.4

Services Sectorsw  53.3 35;4 42.0 53.7 45.% 54.8 80.3 55.5 72.4 71.9.  55.7 .. 66,7
cbnstruction - 5;9 L 0.5 - 1.7 0.9 - 1.2 0.4.f - : 0.8 d¢3
Ovnership of oo o | .-. | -
Dwellings - 11.0 7 6.8 - 184 7.3 -~ 21.8 7.0° . - 281 7.7
Public Adminis- : : i S o _ 1 S
tration | 26.5  23.5° 24.7  31.9  29.8  30.8 4650 32.6 41.7 46,0 30.8 4l
Other Services 25.8  23.5  24.7 s1.9 29.8  30.8 46.0 32.6  4l.7  46.0 59.8” 41.1

Source: Calculated from Appendix Table III.
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other'services benefitted from "flight' of private' capital
ﬁromgmanufacturing sector., Even within the manﬁfaétdring
sector there was a movement away from ‘invegtment in tra-
ditional industries like textilds towardsiihvestment in non-

traditional industries. Investment in small-scale manufacturing
increased kapidly,Jparticulary aftey elimihation of exchande:
controls and devaluation, which acted as an incentive for it

: {

This. increasc:was, however, .not enough tqhoffsgt " declining’
trend of investment in ‘traditional’ indgsﬂnies>that gonsti-

tutaﬂ,thejbulk of‘totalumanﬁfacturihg acﬁiﬁitj, As a ‘result,
private investment share in the total declined furthier to 24,1
[ : » el

. .
' ¢ ’

percent by the end of the Séventies fromi27.6 percent in

197475,

In the immediate post-independenge.years capital goods

importy were financed largely by foreign!ekehange reserves
e , . A "
received at 7  time of independence andiby ekport earnings

made during the Korean War boom. Domestic: savings constituted

a very small proportion of total reéource:mobilization

effort (See Table 14).;'During-subéequeﬁt years also develop=

went effort,, whigh involved large investments in manufacturing
. N . . : : I S ¢ :

' - - ; o
and infrastructure was financed by foreign.resources which at

times constituted more than half of total.. national savinqs,

The decline in share of foreign savings in the second

half'of /the. Sixties wds due to curtailmént of foreign aid bec-

T 1

A .~ . . \'j‘ L . ‘l |
ause 'of war with India. During the same perfiod, investment
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1

Savings Structure and{Ratoes)
(1959-60 to 1979-80)

(Percent)
-DQmeétig-Savings S 'ibtal
Pablic Private Total Foréign Savings Savings
1959-60 - . ~(-1.4) 55.3(6.4) 43.0(5.0) 57.0(6.7) 100,0(11.6)
1964-65  1.0(0.2) 60.2(12.9)61.2¢13.1) 38.8(8.3y * = 100.0(21.5)
1969=-70 6.0{1.0) 77.6(12.2)83,6(13.2) 16.4(2.6) o 1QOﬁQS%§‘8)
1974-75 ~{+0.6) 40.1(6.4) 36.5(5.9) 63.5(10,2) 200,016 .1)
1979-80 12.6(2.0) 60.6(9.7) 73.2(1117)T26;8(4.3) 100,0(16.0)

Source: Calculated from Appendix Table IV

1: Savings rates. are percentage of GDP at’currént prices,

also declined significantly, which pointed to failure of
domestic savings rate to rise and revealed the dependence of
:developmeﬁgégéfort'oﬁ‘ continuous infiow of foreign resources.
As & res&i;»of' . decline in inflow of foréign resources”
-savings rate fell from its highest level of a Littie above 20
percent during mid-Sixties to arouﬁdrls percen;”gufinq_ﬁhé
Seventies. The domesticbgavingslféte wé; at.itgzminimum during
the mid-Seventies due to éﬁagnatiOn in '“.”hational income.,
What was worse :the dec;inéiin: 8gyings;xate‘dccﬁred aésbite
massive effort by lgovérnﬁenf tﬁ mobiiiée démesfgéhréégggées
through-additional £akatioh. AS a result, during most of the
Seventies more than 60 pe;éeﬁt of investﬁgnf_ﬁﬁs fiﬁﬁnced_ﬁré@;
inflow of forqigg,resdurces,_inrlérde part from Aréb-oil expCE=

ting countrids. The situation imprdved somewhat . towards the
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end of the decade as growth in national income, inflow of

.remittanceéfby{QQ;ﬁéeaéfEégistani'aéfkérs and largé ihcrease

in public_savingébiéiseduégg;egété savings by . substantial

’émouﬁgl;ﬁTﬁé"séviﬁQSfratg; hgygyer,'sti11 hovered around 16

percent i pebt servxcs.ng had become aheavy b“lden

{amounting to much more’ than half a billioh US dollars) which

»Signifi¢dﬂ£l§ reduced #§£jinfloﬁ Of“féréigh”résouréé; év;n
o T A S : o

though gross inflow levels had recmainediworce or' less: the: same.

Labour Force Participation.

Participation rates were highest
during the Sixtics when growth rates of different production
sectors and of GDP were higher than those registered during

'6thér:peri¢a$.
Table 15

Labour Force Participation Rates
{1951 to 1974-75)

o (Perdent of Total)

Rural  Urban ~ - Total
1951 © o T 3046
1961 - 33,2 S 29,9 . 32.4
1970-71 7 31.5 27.0  30.4
1971=72 + 31.0 ©  "26.5 29,3
1974~75 30.8 26.5 29,5

Source: / 32/ and /43 _/



3G

Participation rates were particularly low during
earlier years of the Seventics,due to depressed level of
economic activity. Hfhe decline in rural labour force parti-
cipation rates can be expigined,as'resulting, partly, from
adpg;ion'of4moﬁérﬂ fechnoLngjgpd changes in agrarian structure
_Ih-f&bt; - 5eéliﬁé in nunber of tenants and_cprresponﬁiqg
incrgqﬁe in owners andiownéf_Cumigénénts”héd the éfi@ct\of‘
Withdféwl 6f“wofkogé; cspegially femaios, from the working

forca,

In urban arcas some decline in pa;ticipat;on rates
can be prlained‘by adébtioh.of capitalmintenéi§e industriali-
sation apd education bﬁtQEhewmajor céﬁse ig to he found in
ingufficient increase in job opportuﬁities. The leyel of
economic activity was generally depressed during the carlier
years of the Seventies. while cbﬁmbdity‘producing secﬁbrs

ragistered a rate of growth of a little less than 3. percent

during this period, - services sectors logged a growth rate
of 6.2 percent and contributed most to achievement of
4,5 percent annual increasc in GDP. However, despite ©° . 2.8

percent increasce in labour force cmployed in services sector
increase in total employed labour force was only 2.5

percent, which was much below “lio increase in population growth
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Sectoral Composition and Growth Rates
of Labour Force

_37_

(1951 to 1980)
© .Growth Rates:
Percentages (Pexcent pori annum)
1951 1961 . 1870 1980 1951 .1961 1970
to _to  to
_ 1961 1970 1980
(1) (2) (3) (%) (5} _(6) (7) (8)
commodity Producing Sectors 75.1 73.2 70.6" 69.6 2.6 3.7 2.3
Agriculture L 65.3  59.6 55.2 56.1 1.9 3.3 2.6
Mining and Quarrying 0.1 0.1 0.1 0.1 2 0.5 4.3
Manufacturing $.7 13.5 15.3 13.4 6.2 5.6 1.2
Services Sectors 24,9 26.8 29.4 30,4 3.6 5.2 2.8
Construction,EBlectricity, :
Gas and Water R 1.8 2.3 4.3 4.7 5.511,8 3.3
Transport, Storage, Commu= i
nications,Commerce 5.6 - 9,8  14.6 15.5 22849 3.1
Serviecas” = 11,3 12.5 8.2 10,2 3.0 9.9 4.8
Unclassified 3.2 2.2 2.3 =09 4.4
Total (Number in thousands) 9506 12156 18107 23133 2.8 4.2 2.5

fSource: Calculated from

col. 2,3, /87

col. 4, /-

In contrast to drastiq changes over the years in sectoral

value added shares in GDP -

composition of gectoral employ-

ment did not change significantly. The share of commodity

producing séctors declined from 75.1 percent in 1951 to 73.2

percont in 1961 and to 69.6 percent in 1980,

while agriculture
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contributed most. to: thig - ‘decline betause of glower increase
in employment opportunities, mahuchturing cector tended to
offset this decline-an&“évén‘d&nbributed to - increase in

share of commodity producing sectors in total employment.

Employment in manufacturing sector;gréw'iépidly till
1970 as a result of which _share of this sector in total
employment increasad steadily frow a little less than 10 percent
in 193] to 15,3 percenu in 1970, 'HoweVer during the Seventies,
employment ln manufacturlng sector Ancreased slowly at_the rate
lof only 1.2 percent per annum despite respectable growth rate
of 4.6 percent in value-~added in this sectof. As & result,
its share in totaiTéhpibyﬁeﬁt ééélined to the leyel attained
during the:Beventies. - Thiwaaglauémﬁo édoption of capital
intensive techn1q§e< which Qas faoliltated by capital-c¢heapening

import and taxation policies.

While.-:#Lincrease'iﬁb“'f sha;e_of services sectors in
~total emplOyﬁent was'in line Qith '-anid rise in_theifishére
of GDP the’ change in share of commodlty produc1nq secfors‘Qa;
dlgturbing since’ thc*r share .1n enploymcnt fall from 75 1 per—
Tcent in 1951 to 69,6 percent 1n 1980 whlio thelr share in GDP
by aréund 14-p01nts, which’ reflected adecline in product1v1ty of

these .sectors.,.
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Chapter - 3

Problem of Income Distribution:

The quality of research on - problem of income
t@isgributibh in PaKistan has Eéén‘mafred Eyndaééxgrgglems,
@hézhbgséhoid survéy data on which this régéarch ié[uéﬁéiiy
bhased Qnder4estimateé incoméé of well-off groubsﬂﬁhicyﬂééiiously
distorts fésults;.’Given béldw iéva'brief ;u;ve§;of

problem of income-distribution and poverty in Pakistan.

Income Digtribution in Rural Households
{Sharas of Incpme)
(196364 to 1970~71)

(Percent)

ﬁéwest Lowést Middle Highest . :.Highest - Gini

20 40 40~60 20 8 By Coeff-

— Percent “Pexcgnt Percent  Percent = Percent iclents
196364 6.8 18.0 16,5 430 1740 0.36
1966;6? uv 8.5 26,5. 16,0 . 4al.4, . 16.5 0.33
196869 ﬁ¥, eﬁé 216 6.8 - 39.0 14.5 0.30
1969-70 8.6 25 16,5 9.0 148 0.0
1970=71 9,2 . 21.9 . 16.9 38.6 15,0 0.29

Source: /49 /7 .



Table 17 shows that during early Sixties distribution
of rural indome wag highly skewed, Almost 20 percent of income
was ¢Oncen£rated in ©  hands of 5 percent of;hSﬁsehoids while
the‘ppqrgstfzo_pergent N .; Qarnéd ié;s than 7zpé;;éﬁt
of total income. In the later half'af fﬁé Sixﬁies.thé reiééively
poorer sections of rural population increascd their share of
income at the expense of betferFﬁff houscholds. However, the

difference was slight and occured largely as a result of trick~

ling down of bencfits from the 'Green Revolution®,

There is reason to belicve that since modern agricultural
inputs,réquired lumpy investments the early beneficiaries of.the 'Revo-
lution® were largae landloxds.And cvon these were concentrated in specilfic
regions of Punjab where double-cropping and intensive use of
fertilizers was méde pqssible by explgitation qfifreshéwater
underground reserves due to tubewells, Dufihg}thg'iaﬁef'ﬁAif of
the Sixties agricultural sector logged imﬁréssivé gfé@ﬁh
rateg, which was accompanied by slight redistribution of income
in favour of poorest 20 percent households., It'is however,
ne¢essary to.point out thaflthere is not much conclusive enpirical
evidence (despite the decline in Gini. Coefficientsréver time)

on this issue due to faulty nature of data. At best it

¥

can be concluded that during'the‘Sixtiészthe pattern of rural

income distribution didrnot hhdergé any radical change.
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. The: situation was,.however, somewhat different during
the Seveﬁti@s; »On the one hand, rural waqés rosé4;ap1diy, -on
the other, smaller, holdlngs procvod to be relatlvoly moré pro- '
ductive and efficient as use of highuy;eldlng varlétles of seuds

and other wodern inputs became widespread' (Sce Table 18),

Tab%y 18

Growth of Rural Real Wages
(1951~52 to 1974-75)

(Percent per annum)

1951-52 to 1959-60 o c . 1.8
195960 o 196465 S 2.1
1964-65 to 1969-70 - 8.0
1969-70 to 1974-75 - S ' 6.@

Source: Z,S 7;

The growth of rural wages ‘at =~ rate of 8 percent
during thé laté Sixties and of ‘6,4 percent during Aeérly
Seventies was much highexr than ° ‘rate of increase in average

rural income,' As a result, wage earners”we;é ablé:tonfaisé
their share in total rural incohe'whiéh*cdmbinedgwith
satiéfactory'performance of agricuitur&i sector dufinqughé Latg
Sixties led to  reduction in total percentage of rural popu~

lation below poverty line. However, as Table 19 shows. this was
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Table 19

Rural Population in Poverty
(1963-64 to 1971-72)

Percentage Size
of Population (Mi}lions)
1963-64 66 _ 29,5
196667 : 60 O mas
1968~69 - - o 62 . 26,7
1969-70 ' 60 2.5
1970=71 | 55 25.3
1971-72 58 27.5
Source: _(:-2_.7 .
not enough to bfing about gsubstantial decrease in ¢ absolute

number of people below this line, - Even worse absolute'éoVerty
increased at a time when agricultural'sectoﬁ_was growing.
rapidly. The situation did not improove much as late as the
mid~8eventiés whan almost one-third of rural population suffered

from calorice deficient diet (See Table 20).

Ahile the figures in the above table sugeest that rural
population was better off as compared with that of urban
areas in so far as nutritional adequacy of diet iz concerned

the situation was far from satisfoactory. During the
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Table20

Calorie and Protien Defficiency

(Percent of Population)

Caloric Caloric Caloric Caloric
‘Deficient Adequate Total Deficient Adequate Total

Protien
Deficient 9 2 LAl 15 2 17
Protien
Adequate 24 65 89 31 52 83

Total 33 67 100 46 . 54 100

Source: [/ 40_/

mid-Seventies more than 60 percent of childrén in rural areas
suffered from malnutrition. Furthermore, the problem of vitamin
and protien deficilency was compounded by widespread prevalehce

of water-borne diseases.

The problem of inequitable distribution of yural
incomes and poverty stemmed, primarily, from skewed distribution
of land ownership., Table 21 shows the pattexrn of land

distribution during the period from 1950 to 1972.



Table21

Distribution of Land-ownership
(1950 = 1972)

" (Percent)
~ Less than 525 25-100 . 100-250 250 acres
acres acres acres ACLES and above

Owners Acre Owners Acre Ownars Acre Owners Acre Owners Acre

1950

1972

64,1 15.3 28,7 3L.7 5.7 21.8 1.1 15.8 0.1 15.4

46,7 77 41,9 33.5 9.7 30.3 . 1.3 l4.4 0.4 14.1

Source: F[or 1950 Calculated from /‘§b /

For 1972 Calculated from ,;Eggf

The distribution of land-ownership during the Fifties was
highly skewed. Less than 7 percent of landowners controlled
more than half of total land with holdings of over 25 acres,

On the other extreme, only 15,3 percent of ‘- lahd belonged to

64.4 percent of owners who had holdings of less than 5 acres,

During subsequent two decades there was significaﬁt
change in ownefship pattern for smallex holdings. As percentage
of ownexrs with holdings less than 5 acres declined there was a
more or less corresponding increasc in percentage of owners with
holdings of upto 25 acres. Howevex, those rémaininé in “i. less
than 5 acre category had lesser acreage of land at their dis~v
po&al, which suggests that upward movement in ownership occured

at the expense of pocrer farmers and led to concenptration of holdings



-45-

in fewer hands, The decrease in percentage of owners with
holdings of over 100 acres was duc to some land redist{ibution
resultin§ from implementation of land reforms, Sonme idea‘about
income distribution pattern in urban areas can be hand by
looking at nutritibnal status of the‘pobulation, the extent of

poverty and concentration of industrial wealth.

Table 20 showed that ’ problen of calorie and

protien deficiency was, during the carly Seventies, more acute
in urban areas., Almost half of urban population was calorie
deficient while 17 percent suffeied from protien deficiency,
Since average caloric consumption is closely related to

income the above figurés give a rough idea of extent of
poverty in urban areas, What is worsé during early Seventies
per capita consumption of calories actually declined. As com-
pared with 1969-70 | per capita consumption of calories dec=~
lined from 2082 units to 2046 units in 1970-71 and 1966 units
in 1971-72, These figures compare badly with the recommended
daily energy intake of 2354 calories, True, . v availability
of food per capita increased substantially by 1977-78 but this
did not suggest in any way an improvement in average nutrient
intake among low-income groups., The most disturbihg feature of

"+ pattern of nutrient deficiency wés ité high incidence among

children (See Table 23)
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Table 22

Children Under Five Years of Age Req-
uiring Help in 1976-77

(1976-77)
(Percentgggs)
Pakistan = - Rural Urban
1. Priority 7.18 7.16 . 7,22
2. Action 9,52 L 9.82 8,65
3. Attention 43.36 . 43.73 - 41,29
4, No intervention 39,95 39.28 11,84

Source: ZC‘Q.;7 «

The table shows that towards the end of the Seventies
moxe than 7 perceant of children suffered from acute nutrient
deficiency while only 40 percent feceived adequgt@ d;eﬁ.
Malnutrition among children was due both to gualitative and
quantitative inadeéuacy;of diet and to widespread prevalence
of diseases. Almost 80 percent of children.under five suffered
from diarrﬁoea and respirﬁtory iafections. hs a result, around
30 gércent of infants died because of dehydg@tionvstemming from
diérrhoea. Thus, inﬁant (bét&een 1 to 5 years of age) morta-
1iﬁy wasg extremely high aa 1} poxcent of infantsgdied within the
first year of their lives and another 10 percentlﬁetween 2 to

5 years of age.;‘

' L*J -
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The widespread prevalence of malnutrition was the
result of existence of large pockets of ‘poverty both in urban
a;¢w511 as in rufél aréaéj The most disturbing‘feature, howe-
ver, is that the situation worsened over time leading to an
absolute increase in . number of people living below povarty
1ine:A During the hid»sixtiéé as many as 70 percent of urban
pqpulatiqn could be categoxised as pooig Tﬁduéﬁ towards the
Seventies the percentage number of people living in poverty had
declined to around 60 percent the absolute number still hovered

around 10 million.2

among the various social groups where incidence of
poverty was most felt industrial workers suffered badly.,
Thoughéut the late Fiftiéé and'éarly Sixties real Qages were
either falling or staénaht.‘ This was true in particular for

textile workers (Sce Table 23)

Table 23

Indices of Real Industrial Wages

(1954 -100)

, 411 Industries Textiles
1954 100.0 .. .100.0
19558 94,3 99,7
1957 94.1 92,6
1958 - 96.9 T 92,8
1959~60 96.9 92.8
1962-63 88.4 89.2
1963-64 , 90.1 - , -
1966~67 88.8 76.9.

Source: / 18 /. -
For 1966-67 / 13 /

2: / 29/
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The real wages of wurkerz la textile industry fell. con~
sistently since 1954 to the extent that by 1966-67 average wages
‘were no‘mofé tﬁan‘twﬁ thirds of the level that prevailed during
the mid-Fifties. This was due partly £o large influx of
unskilled labour from rural areas .whici- along with lack
of unionization and trade union activiﬁy kept wéges QQ the
minfmum subsistence leﬁel. M&reov%r, thé poiicy of depresaing
prices of agricuiturél comnoditias not only nade cheap‘rgw
materials available for industxy bﬁt also kept price bf wage
goods to a minimum, On the other extreme,‘this‘po%icy led to
concentration of both industrial ahd financial wealth in a fow

hands (See Table 24) .

Table 24

Largae~3cale Manufacturing Assets

{ 1968 )
(Peycantage Controllad)
‘ Asset Privately
ALl Assets Controlled
Largest 4 familieg and
organizations 13.3 16,4
~do- 10 =30~ 24.2 29.7
~do~ 20 w30 - - 34.3 42.1
~do~ 30 -d0~ 39.7 48.7

Source: £.53_57

The above table shows that towards the Seventles almost
40 percent of all assets in large-scale manufacturing sectox

were controlled by 30 largest organizationa. If publi¢ sector
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enterpriscs arc oxcluded this figure jumps to almost 50 percent.
The concentration was most intensce for intermedia£e and capital
goods industries. In the case of manufacture of lubricating
oils, éhémicals, bulbs and tubes, tractér and refrigerafor assem=
bly the 1argcst four firms controlled 100 percent of total
asséts. A_high degree of concentration also prevaile@ in
control of banking and insurance asseté. TTheglargeét\ééur banks
controlled more than two thirds of deposits andlover 65 percaent
of earnings assets. Similarly, four l&rgest insurance companies
controlled over half of tétal insurance assets.3 hat was worse
a few families controlled the major share of both industrial

as well as financial assets. Though the situation improved a
little after the reforms during tho carly Seventles, within the

private sector the control of assets remained more or less the

same .
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Chapter 4

Foreign Aid and Trade

Since independence the performande of Pakistan's
trade sector has been far helow satisfactory levels.
During the period from 1949-50 to 1979-80 favourable balance
in trade was registered only twice and while the country's
dependence on trade almost doubled during the two decades

since 1959-60 its share of world trade declined,

Trade Gap

In the early post-independence years thé negative trade
balance was due to deliberate setting of investmgnt targets
much in excess of domestic savings. This was especially’ true
during the first two plan pegiods from 1955 to - 1965
65 when .t trade gap increased at rates of 2970 percent per
anhum and 19.4 percent per annum respectively. (See Table

25) .



Table25

Imports, Exports, Total Trade, Trade
Balance as Percentages of GNP, Margi-
nal Rates and Growth Rates

(1949-50 to 1979-30)

Marginal Rate

Imports Exports Total Trade Trade Gap Tmports Export
S

QAQ-BEN -
S TN

195455 < - . - - -
1959-60 10,7 4.5 15.3 6.2 - -

20.0 4.0
196465  14.0 4.4 18,4 9.7

~2.3 2.7
1969~70 7.6 3.7 11.3 3.9

16.7 13.9
1974-75  19.8 9.7 29,5 10.1

20.8 10.5
1979-80  20.3  10.1 30.4 10,2 :

Growth Rotes
(Percent per annum)

1949=-50 to

195455 -3.0 =1.7 ~2.5 «5,0
1954-55 to

1959-60 18.2 9.2 15.0 29.0
1959=-60 to

1964-65 15.3 8.4 13.4 19.4
1964~65 to

196970 -2.2 7.1 .3 «7,9
1969~-70 to

1974~75 44.8 - 44,9 ad .9 44,7
1974-75 to :

1979-80 17.5 17.9 17.6 17,2

Source: Appendix Table VII

1: Growth rates are annual compound growth rates.
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Table 25 shows that though exports were also increasing
during this period the rate of growth of imports was far higher.
In‘fact? the marginal ?ate for imports of 20 pgrcent during the
yearsvffom 1960 to 1965 exceededvaverage import rqte and marginal
exporf réte; As a result, £he tfa@e gap, as a percentage of GNP,

ingreased fram 6,2 percent in 1959-60 to 9.7 percent in 1964=65,

During the five years following the September 1965 War
with India imports declined significantly due to decreased avai-
lability of foreign assistance., However, the respectable growth
rate of a little over 7 pércent registered by exports was still
not sufficient to close the trade gap, which though considerably
reduced, still ccnstituted almost 4 percent of GNP in 1965-~70.
Meanwhile as a result of'rélatively wuch faster growth rates for
both imports and exports thé country's dependence on foreign
trade increased and during the mid-3Sixties constituted a little
over 18 percent of GNP, A dramatic increase in " country's
dependence on trade occured during the Seventies and by the end
of the decade it accounted for around 30 pefcent of GNP, Much
of this increase was due to rise in oil prices and faster price
rise of traded as compared with non-traded goods. This led to
stebilization of trade gap to around 10 percent of GNP fér most
of the Seventies, As a result, by the end of the decaéa‘ﬁountry

Ty
had accumulated a foreign debt of U.S, dollars 8.9 billion,

2 Sy 7
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Financing of Trade. Gap.

The inflow of foreign assistance that started in 1950
played an important role in achicvement of rapid growth of
maﬁufacturing sactor during the decade in 30 far as dmport of capital
goods required for industrialization was ... facilitated by

‘inflow of foreign assistance.

Table 28

External Assistance
(1947 to 1979=80)

(US Dollars Million)

- Total Grants as Loans Repayable in

Pariod Assistance Percentage of foreign Exchange as

Total Percentage of Total
1947-1954 337 - G4 ' 30
1955-1960 1073 Y o
1960-1965 2757 40 S .57
1965-1970 2746 26 74
1970~1975 3944 7 .9 91
1975-1976 958 11 89
1976=1977 1115 17 83
1977~1978 - 979 15 : 85
1978~1979 1479 15 ' 85
1979-1980 1714 18 82

Source: £f32j7.
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Till the mid-Sixties the most encouraging aspect of for-
elgn assisténce was the iarge share'bf'grants in total aid.
Duringﬁﬁhe-perigd‘frOm 1950 to 1965 almost half of total assis-

- tance was in | - form of grants. ,Furpgermore, a significant
- portion of aid fgceived was payable. in Rupées.' However, less
th@n 10 percent of aid wag in " form'df-uﬁrestriétedﬂbalancew
_of-payments support., The rest was tied to specific p;ojécts
and to purchases from donor countries which, in effect reduced

the real value of aid‘inflow.

During the early Seventiesg there was a significant
change in source of aid and iniits composition and charac=-
ter, Thé main features of this change were visible even after
the 19654wan‘wi£h India. But though volume of aid inflow
duiing thellater ﬁaiﬁ oﬁ the Sixties was glmqst as wuch as .

in the earlier hﬁlf, net inflow declined bec%use of -
inc:gased service payments. furthérmore, the share of,gxants
also dropped sharply during this time. The decline during the
Seventies in inflow of aid frOm traditional soﬁrces {congor-
tium countries)fwas offéét by “.s» increasa in aid from prab
»Qil—exporting‘countriés, ghgugh consortium,ﬁountrieé stili
qpnsﬁitﬁtedvthe largest‘source;oﬁ foreigﬁwéssistance..;As 
such, there was increase in aid comﬁitments as.compared‘to
earlier years., However, the share of éfants hqdbéimiﬁished in
size and repaﬁment of loans caused, ;sériousidréih_pn:the,q

country's resources.
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Table27

Net Inflow of Foreign Assistance and
Debt Ratio
(1972-73 to 1979-80)

{US Dollars Million)

Gross . Debt Service | Net Trans- Debt Service
Disbursements - Payments fers (per-~ . Ratio to
(Net of Relief) centages ) Foreign Exch-
’ ange earnings
(1) (2) ) ' (4) 5.
1972-73 355 193 162 (46) 18.1
1973-74 497 197 300 (60) 14,2
1974-75 1019 259 760 (75) 17.1
1975-76 1064 288 776 (73) 21,7
1976-77 961 355 606 (63) 20.7
1977-78 856 374 482 (56) 12,9
1978-79 918 494 454 (48) 15.8
1979-80 1470 - 656 814 (55) 18.8
Sources Fox Columng 2-4, 4?38 /

——

For Column 5. / 36/ .

(S

Table 27 shows that during the second half of the

Seventies gross Gisbursements stabilized around a billion U.S.

dollars but net transfers declinad because of incredsing burden of

debt service payments, Towards the end of the decade net trans-

fers constituted almost half of gppss”disbursements. Further-

more, the shift towards provision of project aid from programme

assistance was intensified

*. which led to much

reduced pace of aid utilization.
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Throughout the Seventies increasing debt sexrvice
payments were a substantial.burden on the country which had to
exert extra efforts to mobilize . required resources, This
is illustrated by Table .27, During the Seventies debt
service ratio to total foreign exchange earnings averaged a
little above 17 percent. When expressed in. terms of the coun-
try's export earnings this ratio jumps to much over 35 percent

for the later vears of the Saventices.

It was mentioned earlier that for most of the years
from 1954-55 to 1979-80 trade gap had increased at a fast
rate. Part of the deterioration in balance of trade stemmed

from unfavourable terms of trade.

Table 28 shows that except for the year 1973-74 prices
of country's imporits were rising much faster as compared
with prices of its exports. The terms of trade were unfavour-
able for almost all years during the Sevgnties. In fact,

for most of thelyears from
1949~50 to 1979-80 terms of trade were unfavourable, which
contributed to widening of .. import-export gap. Given below

is a closer look at the behaviour of imports and exports,



Table 28

Terms of Trade
{1970-71 to 1979-80)
{1969=-70 =100)

-Export Trade Inport Trade Terms. of

Index v Index ‘ _Trade
1970-71 106.9 119, 89.3
1971-72 129,1 155.9  82.8
1072-73 27206  aes.2 95,6
197374 . 4300 42,6 106.4
197475 409.7 64,5 6.7
1975-76 210.8 582.6  70.5
1976=77 481,7 627.3  76.8
197778 507.7 683.8 74,2
197879 6322 710,6 89.0
1979-80 eesz ' 869.7 78.6

Solirce: ' For the years 1970 to 1975: Lﬁﬁim7

For the rest of the years: Lfﬁgé7.
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Imports

A sustained .and significant increase in ‘imports has
been the .characteristic feature of the country's-external trade.
This iﬁcrease'was fed by investment needs and rising consumption
requirenents of '“dvqrowin; urban sector, Moreover, in times
of poor_doﬁestic harvests imports of foodgrains conétituted a
significant portion of total imports.. The inelastic demand of
imports revealed the country's economic dependahce on them,

which given-the slow rise in export earnings, led to.. widening

of the trade gap.

Table 29 shows that till the Seventies capital goods
constituted almost half of total imports which along with
declining éhare of consdﬁéf goods inports poiﬁts to the pheno~
menon of import-substituting indugtrialization. The decline
in  share-of capital imports and corrvesponding increase in

share of industrial raw materials during the Seventies rxef=~
lects to a certain extent -government's efforts  to revive the
manufacturing sector. A se:ies of bad hafvesﬁs during the mid-
Seventies led to . rise in imports of foodgrains which because of
foreign-exchanggrcdnstrainFS'had to be made at the expense of
capital goods. = Towards the end Qf the decade capita; goods
imports revived largely at. the expense of,consumer goods imports,
which were consideraﬁly reduced because of increased domestic

availability.
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Composition of Imports and Growth Rates1

(1964-65 .to 1979-80)

{Percentages)

Industrial Raw Materials

Capital Capital Consumer Total 'Consﬁﬁer
Goods Goods’ Goods Goods
1964-65 48,0 - = 26,0 26.0
‘196768 47.3 - o 30,4 22,2
196970 50,4 10,5 . 29,1 39,6 10.0
1974-75 29,4 8,6 39.5. 48,1 22.5
1976~80 35.5 6.2 42.3 48,5 16,0
Growth Rates
(Pexrcent per annum)
1964~65 to.
1969-70 = =1.3 - - 6.4 ~19,2
1969-70 to
1974f75 30.0 . 39,3 53.9 50.5 70,3
1974~75 to , - ,
i979f80’ 22,1 10,1 19.2°  17.7 9,7
Source: Calculated from Appendix Table IX
1: Growth rates afe-annual“COmpdund“grbwthfratés.
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However, the decline in share of consumer goods
imports in the total had stafted much earlier, The policy of
licensing importg initiated in the.early Fifties, to counter
the growing tradé gap, had by middle of the decade led to

significant decline in . share of imports of both consumer
‘goods and raw material for consumer goods, ‘Though largely
successful in curtailing non-essentizl imports licensing
policy 1ed.t0 large profits for ilmport pormitiﬁaldérs and because
of inherent bias in favour of creating additional capacity,

to non-optimal utilization of industrial capacity.

In the early Seventies the intricate system of import
controls and export incentives was abolished but import licen=-
ging still continued though in a much diluted way, while'tpe
policy of restrictions against imports, and duties on wany

exports implied a hias in favour of import-substitution

It may be noted that high rates of growth rggistered
by imports qnd axports during the carly half of the Sevénties
did not reflect ‘real’ growth but rather increase in value that
occured because of fiso in international price of traded
goods, That imports and exports increased- their share of GNP
during thisg time is aiéé‘explaihed partly by this phenomenon.
More specifically,the higher marginal rate éf exports as compared
with average rates is explained by rige in energy prices'and

increase in imports of capital goods required for development.



Table 30

Structure of Imports
(1964-65 to 1979-80)

{Percentages of total)

1964-65 1967-68 196970 1974~75 1979-80

Food Products 19,2 17.5% 4,1 21.5 - 10.2
Poodgraing 15.6 14.7 1.7 ©o11.8 2.2
Tea and
Sugar - e 0-03 302 2.1
Edible 0Qil 3.6 2.8 2.3 6.5 2.9

Patroleum and C

Proaducts Q.3 5.4 6.3 15,9 22.8

Foertilizers 0.2 3.7 - 8.6 4,9 5.8

Transport Bg-

uipment 6.1 4,7 10.4 5.9 10.4 -

Chemicals and

Medicines 5.2 5,0 1.7 3.1 3.5

Electrical

Goods 2.8 2.3 8.7 - 5.7 3.8

Non=-Electrical

Machinery 2.7 13.6 21.6 9.9 11,9

Iron and Steel -

Goods 8,7 4.1 11,0 9.8 6.4

Sharc of Ten :

#Major Imports 52.2 56.3  73.4 76.7 80.6

Source: ' Calculated from Appendix Table X.
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Table 30 shows thot the country's dependénce on a few
lmajor‘imports increased over time, Tén major imports'COns-
tituted only a little over half of total imports it 1964-65
but by 1979-80 this share had jumped to over 80 percent. A closer
look at structure of imports shows that most of them con=-
.sisﬁed of capital goods and foodgrains. . In fact, fbr‘the
majority of years the latter constituted the single most
imﬁortant component of total imports. The volume of foodgrains
imports, however, fluctuated significantly over time veflecting
instability of domestic production and its precérious dependence
on weather. The share of tea, sugar and edible oil imports also
increased steadily during the Seventies. This was due, partly
_to stagnation in domestic production (especially in the early
Sevent?es) and- partly to - significant rise in domeéstic demand

because of rising incomes stemming from inflow of remittances,

Tpg share ¢f imports of petroleum and related products
registered a sustained and substantial increase over time. This
wag due largely, to - - inerease in oil prices during the Seven-
ties though inability to raise domestic productibn fast4enough

also contributed to increase in volume of these importso

The case of fertilizers also reflects the country's
inability to meet its increafing requirements frem domestic |
production, As a result, dusing tho period from 1964-65 to

1979+80 share of fertilizer imports in totel increased
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substantially despite almost ten fold increase in domestic pro-
duction because domestlc démand increased at a much faster

pace. As a result, by 197980 a littie over 77 percent of total
‘consumption was being met by impoxts. Towards the end of the
Beventies ﬁomestic productive capacity was significantly
increased with the commissioning of new fertilizer factories

but domestic production needed to be increased further to reduce

dependence on tertilizer imports,

In was mentioned earlier that a lo@sc.inverse relation-
ship existed between imports of foodgrains and of capital
goods imports, Thisvwas especially true after the 1965 War
with Indie when %vailabilify of chéap foreign capital becamne
an important. constraint to growth. Thus, when foodgrain
imports increased,imports of capital goods declined with the result
that domestic investment, especlally in manufacturing sector
suffered, -Furthermore, stagnation in manufacturing sector
during the early Seventies had an adversge effect on - relative
share of capital goods imports which fell significantly to only
29.4 pgrcent in 1974-75. Though manufacturing sector improved
during the second half of the decade sharc of capital goode imports
did not achieve the levels of earlier decades. This can be explained
by the fact that recovery in manufacturing scctor reflected more a
making up of lost ground rather than real'improVemeﬁt;\Hence, the
signifigantlrise in share of impﬁrts of induétri&l réw'materials,
which towards the end of the Seventies had the'lafgést share in total

impoxts.
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Exports

Till the nid-~Fifties primary ¢goods exports had a

major share in total exports of the country. As a result of
rapid industrialization the subseguent years witnessed a sig-
nificant change in structure of exports in favour of manufac~
tured goods. In faet, for many industries liké cotton textiles,
leather and gports-goods export promotion had become the primary
gource of growth during the Sixties. During this decade the
dominant trend i1 export sector was substitution of primary

goods by processed and manufactured goods.

In the swhsequent decade no specific trend prevailed.
In the earlier Lflf of the Seventies export of manufactured
goods was effectaed by - break-up of ' country and by
stagnation in j.dustrial production, With the revival of
manufacturing ictivity exports of manufactured goods not only
regained lor& ground but managed to increase their sharé to

almost half »f total exports in 1977-78,

Tﬁe exports of.primary goods were‘able to maintain
their shiire of around 40 pexcent in total. A closer look at major .
exports ‘reveals an interesting picture. Some diversification in
oexport & took place during the Seventies but share of ten major
cxporﬁs remained more or less stable around 70 percent of the total

{See *able 31).
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Table 31

Composition of Exports
(1969-70 to 1979-80)

(Percéntages of Total)

Primary  Semi~Manufactured  Manufactured

7 Goods ' Goods Goods
1969-70 33.1 23.3 43 .6
1970-71 . 32,6 VVV 23.6 : ; 43.8
1971-72 as8 271 :J 281
1972-73 39.4 30.2 | 30.4
1973-71 39,4, 22.6 _ . 38,0
1974-75 . 48,0 - 12,7 - ,l 39,3
1975-76 . 43.7 - 18.4 . 37.9
1976-77 . 40.9 , 16,7 0 a2,
1977-78 . 35.7 14,7 . 49.6
1978-79 132.3 20,6 f _ 47.1
1979-80 42,0 : 15.0 | ' 43.0

Source: Calculated from Appendix Table XII.
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Table32

Structure of Exports
(1969-70 to 1979-80)

(Percentages of Total)

1969~70  1971~72 1974-75 1977-78 1979~80

Rice 5.8 8.1 22.4 - 18.6 . 17.9
Cotton Products - 46.0 58.4 38.4,_ 31.1 36.3
Raw Cotton 3.0 28.3 15.0 . 8.5 14,2
Cotton Yarn 5.8 .17.6 8.3 8.2 8.7
Cotton éioth“ | 16.0 11,5 12.8 13.4 10.3
Garments 1.2 1 2.4 Ll 3.1
Fish and prepérations 5.2 3.3 1.5 2.5 2.3
Carpets and Rugsg 3.4- 3.2 4.4 ‘:Q.Q; . 9.4
Leather 6.8 5.1 3.6 4.9 5.4

Share of Major Expor
ts in Total 67. 2 78. 1 70.3 66.2 71.3

Source: Calculated from Appendix Table XII.
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In fact, more than half of total export earning throu-
ghout the decade was provided by exports of rice and cotton
products. This is a disturbing feature of Pakistan's exports
as 1t reveals considerable dependence on export of few pri-

mary commodities for foreign exchange earnings.

The share of raw cotton, cotton yarn and other tradi-
tional exports like fish and preparations declined after
1971-72. This happened because the export bonous scheme which
had an implicit multiple exchange rate that favoured tradi-
tional exports, was eliminated in 1971 and the Rupee devalued.
Because of devaluvation non-traditional exports like carpets
and rugs, surgical equipment sports goods cte, increased signi-
ficantly. BAmong % major exports carpets and rugs registered
the fastest gtthh énd managed to increase thelr share from
oniy 3,2 percent of total exports to over 9 percent duxring the

last three years of the decade.
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Cliapter 5

Features of Demographic Change

A rapid growth in population especially since the

Sixties has been a prominent feature of Pakistan's post~

independence development, What. is more, during the three

decades from 1950 to 1980, the rate of population growth has

been rising continuously. (See Table 33)

Table 33

Total Population and Growth Rates
(1950 to 1980)

Census Fiqures v Estimates
Population in Intercensal Population in Interperiod
Thousands Growth . Thousands Growth
1950 ‘36450
1951 33740 1.8
1955 40609 2.2
1960 - 45851 o
1961 42880 2.4
1965 52415 | 2.7
1970 69449' 2.8
1972 64890 3.6 /
1975 | 69390 2.8
1980 80442 . .. 3.0

Source: 4735 / .
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The inter~censal annual rate of growth of 1,8 percent during
thg first decade duevFo natural growth and to a large nct
inflow of popﬁlatiqﬁ f?o% Ind}a was followed by  sharp
increase in éOPulation g:owth rate to 2.4 percent dgring the
subsequent-décadeg ‘Herver, . actual poﬁulatioﬁ growth rate
was much higher given = under-enumeration of 6 ?efcént to 8
percent in the 1961 ceﬁsus.1 fhe hiéhér'rate of pdpulation
growth during this period stemmed from - sharp fall in death
rate and increéée?is-births due to rolatively better avai-

lability of health facilities.

Table 34

Vital Rates
(1962-65 to 1979-80)

{annual Averages)

Births Por Death Per
1000 . 1000
l962-~65l ' 42.0 » 15.0
" .
1975 40.5 ' -
1979-80° 41.0 12.0

Source: 1; /“247
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Dur@ng the inter=-censal period from 1961 to 1972 the
ratce of population growth of 3.6 percent was higher as compared
to that in the previous decadc. Even when adjusted for under-
enumeratlon in the 1961 census growth rate could not have been

less than 3 percent. A similarx hlgh rate of growth
1so prevailed dufing the Seventies thankb largely to high birth rate and
< - = 1 ~

e Lo ..._A.n

alling death rate. &an important factor that caused prevalencce
of high population growth rate during the Sixtios and Seventioes
was enlargement of marriageable age group during precading
decades due to higher percentage of population in under 15
years age group. The 1951 census showed that this group cons-
tituted more than 43 percent of total population. This proportion
declined'slightiy by 1 percent by'the time of the 1962 census
put was still high enoﬁgh to contribute substantially to popu-
lation growth during the subsequent decade. But the fact that’
rate of population growth failed to register even a small decline
during this time was cause for some concern as it reflected the
failure of populétion planﬁing programme to make any significant

impact on population growth.

Table 3%

Urban and Rural Population
(1961 to 1980)

(Percentages of Total)

Urban . Rural
1961 22..5 77.5
1965 23.5 76.5
1970 24,8 - 75.2
1972 25.2 74.8
1975 26.0 74,0
1980 27.3 72.7

~I

sSource: Zj%s__
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Table 35 shows that during the period from 1961 to 1980
increase in population wag accompanied by relative rise in
ﬁrban'popuiétion which in 1961 accounted for‘oni§‘22.5 percent
of the total. However, by 1980 its share in totalvpopuiation
had increased to 27.3 pe}cent which was due mainly.tb rapid
growth of manufacturing actiVity; fast expansion of services
sector and relatively faster decline in mortality in urban

arecag.

Fertility and Mortality Trends

During the period since the Fifties the dramatic fall
in mortality was accompahied by a more gentle deciine in
fegtility 1ev¢ls; During the Fifties and Sixties total fer-
tility rate was allittle above 7,00 children pef.w;man which
declingd to arouﬁdv6.95 during the early Seventies and to~
6.75 in the later half of the decade? The family pl;nning
programme and subsequent increase in contraceptive use had
some impact(but not a substantial one)on decline in fer-
tility. The more important factor was ‘r spread of female
aeducation which contributed to fertility decline, directly and
indireéély“by delayiﬁg average age at marriage. But tﬁis
factor wasbsignificant only in case of womehdwith dn»

intermediate or higher education,

2% /25 .7 .
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The substantial d;yerqence between fertility and
moxtality rates was the wnajor cﬁuse of rapid increase in
population growth witnessed during tho perlod from 1930 to
1580. A closer look at mortality tréﬁds shows that through-
out the post-independence period it had been on the decline,
which accelerated especially during the Fifties.3 During
this time mortality rate fell by"more'than 50 percent due
to control of nearly allvhajdr diseases, The public hea;th
programme had a positive iﬁpdct particularly. on decline in infant
and maternal mortality andﬁlargeﬂscale use of modern medicine
significantly reduced fatal incidence of diseases like malaria

and typhoid.

Table 36 shows that during the period from 1962 to 1973,
with exception of infant group, for which a significant
rise was witnessed, mortality rates remained more or less the
same for all other groups. But this increase could have bean
due to  difference in age reporting since there is evidence
which suggests that during this period infant mortality declined

sﬁbétantially%




Table 36

Age-Specific Mortality Rates
(1962-65 and 1968-71)

<73~

(Average Rates)

_Age For 1962w65 ‘For 1968-71
Infant Mortality 105 115
1-4 18 17
5-9 3 3
10-14 2 2
15-~19 2 2
20-24 3 3
25~29 3 3
30-34 4 3
35-39 4 3
41-44 4 4
15~49 5 5
50=-54 -8 10
55-59 10 8"
60 and Above 31 32

Source:

VAR
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Table 37

Life Expectancy at Birth
(1950 to 1980)

YEAR MALE FEMALE TOTAL
1 .

1950 33,04 34.64
2

1960 44,33 42,45

1970° 52,90 51.80

1980% - - 56,40

Source: 1., / 2L /

During the period from 1950 to 1980 as a result of
improving nutritional and health standards and control of
fatal diseases there was a marked increase in life expec-
tancy at birth (See Table 3%). Fox gales it incrgased from_33
years in 1950 to a little over 44 years in 1960.. In the subse-
quent two decadesnthe increasa was from glmost 53 yeérs in
1970 Yo around Béfyears in 1980. The corresponding increase in.
life expectancy for females was relatively slow bgt,for both
categories the gains followed an exponential pattern as marginal
returns feom above-mentioned factors, though positive, declined

since the Sixties.
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mducation Sector

Since independence the performgnce of education sector
has not been satisfactory. The slight increase in literacy
rate from 16.3 percent in 1961 to 21,6 percént in 1972 was not
enough cause for;réjoicing,for.it waé‘éccompanied‘by a decline
in quality of education. In 1972 almost 11 percent of literééés
were not formally educated while more than three fourths had
either primary or secondary education, This only lecaves a dismal

12 percent who were matriculates or with higher degrees,

During the Seventies the situation did not improve much,
The adult literacy rate was only 24 percent and fof‘females it
was a much lower 11 percent. WNeither did the syétém of education
undergo any radical changes while structure of enrdllment remained

almost the same.

Table 38 shows that during the period from
1960-61 to 1979-80 the sharc of Universities in total enroll-
ment remained almost the same, Similarly, shareé'of’céiieges
-and vocat@onal institutions also remained static around 3
percent and 0.5 percent respectively., On the other hand,
higher schools and’professiohal colleges increased their shares
slightly at the expense of primary education bedause of faster

;glative;rates of growth,.
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Table 38

Enrolment Structure and Growth Rates
(1960-61 to 1979-80)

(Percentages of Total)

Profess~ Univer-

Primary Middle Higher Secondary Colleges ional sities Total

Colleges
1960=61.. 74.3 16,2 5.7 " 0.5 2.6 0.5 0.2 100.0
166465 74,5 15.3 5.5 0.5 3.1 0. 0.3 100.0
1969-70 72,4 16.7 6.3 0.5 3.2 0.6 0.3 100.0
1974«75 71.6 17.1 6,7 0.6 3,0 0,7 -9;3 100.0
1979-80  71.9 16.9 6.7 0.4 2.9 0.9 0.3 100.0

1960-61 to |

196465 10,3 8.6 8.5 8.8 15.6 6.9  27.0  10.1
196465 to :

1969-70 5.1 7.6 8.7 6.7 6.6 14.9 2.9 5.8
1969-70 to

1974~75 5.0 5.8 6.7 7,7 3.5 5.8 7.0 5.2

1974-75 to
1979-80 3.6 3,2 3,5 -3,.6 3.0

O
B

w0
o
%
a

;n

Source: Calculated from Appendix Table V
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But because of high rates of enrollment growth
enrollment ratio (enrolled students as a percentage of total age

group population) improved over time (See Table 3¢),

Table 39

Enrollment Rates
11965 and 1970)

1965 1970
Primary | 20,7 50,3
middle | w.e 25.6
Higher . . | 8.6 11,4
SQcoﬁdafyz(Vocational) o.d. 0.5
Colleges 4.3 _ 4.9
Professional Colleges S
and Universities L 2.4 2.4
Total.: 2.4 | 27.1

Source: /. 1,7 .

During the per;pd from 1965 to 1970 enrollment gatg
for higher and specialized education did not witness any‘signi-
ficant change and near}y all imﬁrovemenﬁ in overall enrollment
rate stemmed fram incréases at the lower level. But as figures
'in Table 40 show at this level there was no corresponding

increase in provision of schools and teachers, During the second
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half. of the Seventies index for schools and teachers increased
by 7 percent and 13 percent respectively while .corresponding
increase in enrqllment index was 40 percent., This led to conges-
tion in SCﬁéols and decline in ~  level of teaching: It may be
noted that at level of‘secondary education the situation was
not as bad. The increase in schools did not watch the rise in
enrollment but the situation on the teacher's front was satis-
factory. On the other hand, a marked improvement in highex °
eéucation was witnessed during the later half of the seventies as
the index for schools and teachers rose by around 45 points as

compared to an increase of only 21 points in enrollment.

Indices for the Number of Enrollments,
Schools and Teachers
(1974-75 and 1978-79)
1970-71 =100)

Enrolliment Schools .- _Teachers

197475 1978-79 1974~75 1978=79 1974=75 1978-79

Primary Educa-

tion 126 166 118 125 130 143
Secondaxy : : o
Education 134 155 130 141 133 158

Higher Pduca~ .
tion 108 129 118 150 118 . 155

Source: _(_755 7 »

—
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The state of primary education was particularly bad
in rural areas. The quality of physical facilities in schools
was poor, teachers were under-paid and basic necessities like
text books were in short supply. Furthermore, there was
imbalance in the type of education imparted which was reflected
in bias against teaching of science subjects at all levels,
Attempts to rectify the situation met with serious difficultics

due to largely to lack of adeéuately:trained teachers.,

Table 431

Output of Educated Persons as Percen-
tage of Enrolled
{1960-61 to 1979-80)

i i (Percent)
Matriculates - College Degree University
_1960461 o 34.6 ' 33.5 : 26.0
2064-65 . 325 ag.7 ) 30.0
1969-70 40.4 57.1 . 56.7
107475 33.2 o ae 55.5
1979-80 33.3 - ~ 50.4 ' 41.4

Source: Calculated from Appendix Table VI.
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Some indication of general efficiency of * education
system can be had by lookipg,ap;drop-out rates. Table 41
shows the output of educated persons as percentage of total
enrolled at three different levels. The table shows that
drop-out rate was much ﬁigher af lower levels of education. But
eSpécially at the College and University levels drop-out rate
Edeqlined»dﬁring,the period from 1960 to 1980. However, in the
case of matriculates the drop—out rate has beeq around 67 per-
cent. And at primary education level the situation was
far worsae. Not oﬁly was drop-out rate ver&lhiéh;ﬁuﬁ;fepea~
ter rate was high as well. Thic was due to a Variet§ of reg§§ns.
For poor families the cost of schoolingwas sometimes unbéarab;e
while tbe opportunity cost -increased with length of-schoolihg
because of earniﬂg potential of children. Moreover?.éocid«
vcultuxal'factorsgmévented tﬁ?enrollment and loﬂgervsébooling
of girls, which contributed substantially to highervovegail

‘drop=out rates.
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APPENDIX TABLES

Table I

Value Added by Different Production Sectors
GDP, GNP
(1949-50 to 1979-80)

194950 1959-60 1969~70  1979-80

Commodity Producing Sectors 7583 9799 17917 23999
Agriculture . 6595 7711 - 12574 15859
Mining and Quarrying 27 . 70 157 250
HManufacturing 961 2018 5186 ’ 7890

" Large-Scale 277 1159 . 4042 5575
Small~Scale 684 859 1144 2315

Services. Sectors 4315 7027 14419 26424
Construction 179 - 427 1357 2644
Electricity, Gas ~ =~ .- 27 87 639 1531
Transport, Storage 617 952 2026 3487
Wholesale, Retail Trade 1477 2105 4457 . 8953
Banking, Insurance 5§ 160 579 T 1312
Ownership of Dwellings 632 . . . 837 1112 1577
Public Administration ‘ '

- and Defence . 873 1048 - 2080 . 52009
Services {others) 955 1411 2169 3711

GDP 12398 16826 32336 50423

Net Factor Income from

Abroad {(~)18 (-)23 (+)2 (+)3152

GHP 12380 16803 32338 53575

Mid~Year Population Millions 35,31 45,03 59.70 80.23

Per Capita Incomne 351 373 542 668

Source:  (38)
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Table II

Gross Domestic Investment
(1959/60 to 1979/80)
(at Current Market Prices)

(Million Rupees)

Doméstic_Investment

Private Sector Public Sector  Changes in Total
: ' Stocks Investment

195960 1025 - 990 25 2040
196465 3230 2746 a0 6016
1969~70 '3493 3341 . 706 7540
1974~75 5208 11010 . 2000 18218
1979-80 12441 26420 % 2000 20861
Source: for 1959-60 to 1964-65: (54)

por 1969-70 to 1979-80: (38)
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Table— III

Fixed Capital Formation by Economic

Sectors
(1964-65 to 1979-80)
(Current Market Prices)

(Million Rupees)

1264-65 .1969-70 1974=-75 | 1975-80

Public Private Total Public .Privete Total Public Private Total Pupblic Private Total

Commodity Producing , : o :
Sectors 1182.0 2807.C 3989,C 1212.,3 1889.5 3101.8 2167.7 2312.8 4420.5 7£36.4 550%9.4 12945.8

Ajriculture 1042.0 361.0C 1403.0 1024.8 £76.1 1500.9 1043.

_ 2 845,7 1888.9 730.8 2465.3 3196.1
Manufacturing 133.0 1283.0 1416.0 179.2 1355.9 1575.1 106£.9 14356.5 2501.8 6592.2 2595.6 9588.5
Large-Scale - 114€.0  1148.0 177.1 1208.2 < 1385.3 1056.6 990,4  2047.0 2573.2 2177.3 8750.5
tining and Qua-~ _ RS i
rrying 7.0 15.0 22.0 5.3 17.5 25.8 59.6 30,2 - 89.8 112.7  48.5 161.2
Services Sectors 1350.0 1540.C  2890.0 2128.4 1603.8 3732.2 8842.4 2895.0 11737.4 18983.5 6931.2 25914.7
Construction - 38.0 38.0 - . 61,0 - 61.0 =~ 62.3 62.3 =~ 96.8 96.8
Ownership of . o :
Dwellings - 478.0 478.0 - 502.3 502.3 - 1326,4  '1336.4. - 3003.0 3003.0
Public Adminis- _ : . -
tration 671.0 - €71.0 1063.5 - 1063.5 3783.2 ~ ' 3783.2 6839.6 - 6833.6
Other Services §79.0 1024.0 1703.0 1064.9 1040.5 2105.4 5059.2 1696.3 6755.5 12143.9 3831.4 15575.3

Source: For 1964~65: (54
For 1965~70 to 19792-80: {38)
l: 1Includes Electricity and Gas, Finance, Transport and Communications, Railways,
Serxvices and Rural Development.
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Table 1V

Savings
(1959/60 to 1979/80)
(Current Market Prices)

e

(Million Rupees),
‘Domestic Savings '

e Public  Private Total  Foreign Saving  Total Saving
(1) = (2) 13) {4) N {62445}
1959-60 -251 1129 878 | 1162 } 2040
1964~65 59 3620 3679 2337 6016
1969~?O 452 . 5848 6360 1240 7540
1974~75 | =639 7297 66583 11560 18218
1979-80 5149 24746 20895 10966 40861

Source: Columns 2,3,4 for the years 1959=60 te 1969-70: (54)

Column 5 calculated as difference between Domostic
Investment and Domestic Savings,
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Table V

Enrollment in BEducational Institutions
by Kind
(1960=61 to 1979-80)

{Thousands)

1960-61  1964-65  1969-70  1974~75  1970=R0

Primary. (1=-5). 2060 3050 3910 4580 - 5931
Middle(6-8) - " . 449 624 S80% - 1191 13958
Highor (9-10) 150 . 222 337 - 465 552
Secondary and

Vocational 15 21 2% 42 35
Collages 71 1 s 208 241
Professional . | : :
Colleges 13 17 34 ‘ 45 72
UniverS’itieé o L5 13 15 21 - 21

Total 2773 4074 5399 6952 8247

Source: (38),
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Table VI

Output of Educated Persons by level
11560~61 to 1979-80)

(Thousands)

Matriculates Internmediate Degreé  University

1960-61 55.4 146 vz L3
1964*65j 72.1 o303 15;3,'*h 3.9
1969-70 - 136.1 62,5 37.5 8.5
1974-75 154.2 518 47,9 111
1679-80 184.0 720 . 495 8.7
Source:

(38) .
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Table VII

Imports, Exports, Total Trade,
Trade Balance and GNP
( at Current Prices )
(1949-50 to 1979-80)

(Million Rupeesg)

Imports Exports Total Trade Trade Balance _ GNP
194950 912.2 ©  535.1 1447.3 ~377.1
195455 783.0 "~ 491.4  1274.4 -291.6
195960 1805.7 763.1 2568.8 ~1042.6 16803
1964-65 3672.4 1139.6 4812.0 ~2532.8 16147
1969-70 3285.1 1608.6 4893.7 -1676.,5 43348
1974-75 20925.0  10286.3 31211.3 ~10638.7 105787
1979-80 46929.1  23410.1 70339,2 -23519,0 230867
Source: (38).



Table VIII

Terras of Trade

(1969-70=
(1970-71 to 1979-80)

100)

,88,

.Terms of

'Eiédét:Tnade .f;; 1mpp¢ﬁy¢féde S

‘ index - . 7 Index ;. 'frade
1970-71 106.9 119.7 89,3
197172 129.1 155.9 82.8
1955}33 272.6 285;2  95.6
1953¥74 439.0 412.6 106.4
197§m55 409.7. 614.5 66.7
1975476 410.8 582.6 70.5
1976-77 481.7 627.3 76.8
1977-78 507.7 683.8 74.2
197879 632.2 710.6 5.0
1979-80 683.2 869.7 78.6
Source: For the years 1970 to 1975: (36),

For the rest of the years: (38).
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Table VIV

Composition of Imports
(1964-65 to. 1979-80)

(Million Rupees)

Industrial Raw Material
Capital - cCapital Consumer Total . Congumer = Total

Goods Goods Goods Goqu
1964-65 1764 - . 954 954 3672
1967-68 1575 - - 1012 746 3327
1969~70 1655 344 957 1301 329' 3285
197475 6152 1802 8257 10059 4714 20925

197980 16679 2916 19835 22751 7500 26929

Source: For 1964-68 (54)

For other years (38).



Table X

Major Imports
(1964-65 to 1979-80)

-90-'

(Million Rupees)

Food Products
- Foodgrains.
Tea and Sugar
Edible Oil
Patroleum and Products
Fertilizers

Transpoxt Eguipment

Chemicals and Medicines

Electrical Goods
Non-Electrical Machinery
Iron and Steel Goods

Total

1964~65 1967-68 1969~70 1974-75 1979-80

7050

573.0

132.0
10.0
8.0
223.0
192,0
103.0
358,0
318.0

3672.0

582.0

490,0

3327.0

133.7

55.7

0.9

77,1

208.4

282.3

340.1

153.6

218.9

709.0

360.,5

3205.1

4493.7 4792,3
2469.5 1050.1

664.4 1447.3
1359,8 2294,9
3333.6.10684.6
1022.0 2711.1
1226.6 © 4903.0

644.8 1645,9
1186.5 1904,3
2070.8° 5589.9
2054.1  2992,0

20925,0 46929,1

Source: For 1964-68 (54)

For other years

(30) .
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Table XI

Composition of Exports
(1969-70 to 1979-80)

{(Million Rupees)

Primary - Semi«Manufactured Manufactured Total

Goods | . Goods : Gooés
1969-70 - 531.7 . 375.4 701.5 . 1608.6
1970vf; 650.3 472.,2 876,0 1998.,5
1971-72 1510.4 913.8 947.2 3371.4
1972~f3 | 3365.6 2583.3 2602.3 8551.2
1973-74 4007.3 2293.8 3860.1 10161 .2
1974»75 4931.5 _ 1308.2 4046 .6 | 10286,3
1975-76 4902.2 2067.5 4283.2 11252.9
1976n77 ) 4622.4 1888.,1 4783.4 - 11293.,9
197778 4634.2 1911.5 6434.7 '12980,4
1978-79 5473.7 3488.6 7962.7 16925.0
1979»80 9838.3 3519.3 .10052.5 23410.1

Source: (38).
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Table XII

Ma jor Exports
(1969-70 to 1979-80)

{Miliion Rupees)

1969-~70 197172 197475 1977-78 1979=80

Rice 93,9 274, 2303.7 2408,5  4179.3
Cotton Products 740,2 1970.1 3952.7 4041.2 8506,2
Raw Cotton 209,7 954,8 1543.9 1101.8 3321.0
Cotton Yarn 254.0 592,3 051.4 1059;5 2038.0
Cotton Cloth 257.6 387.1 1312,5 1741.2 2416.0
Garments 18.9 35,9 244,95 138.,7 731.2

Fish and Preparationg 83.3 111.1 156.5 341.4 530,5

Carpets and Rugs 55.1 108.7 456.,0 1170.8 2198.4
Leather 109.3 173.5 367.3 636.5 1l261.4
Potal ‘ 1608,6 3371.4 10286.3 12980,4 23410.1

Source: (38).
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