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The decline of about u; percent, in tae index of Pakistan's income © wms
of trafle'} between _A,,4/53 to 19560y 61 has made necessary vigorous measurcs o
promote and divercify exports, so that an increasing amount of foreign exchange
could be made available through dorestic efforts. One aspect of exmort policy
directed toward this end has hecn the conclusion of bilateral agreements

desimmed to make possible the import of morc canital goods %y improvineg the
balance of npayments position.

Prior to 1958 important agreements were sig_:nerjZ with India, Jtalwr, dustria,
Egypt, Poland, Japan, Spain, Switzerland, Ceylon, W st Germany and Irance. These
agreements howsver, were mostly of the nermissive type in which the two governments
attomphed to mromate trade and commercial relations under the wrles and
regulations prevailing in the resrectlive covuntries, Consequently, expaert and
import licenscs up to certair cusnitities or monetary limits were made availeble
without any firr coamitment to buy thess amounts, and payments were Lo be
settled mostly in pound sterling. In case of agricultural cmmmodities agreerents
were apalicable only for normal crop years.

Since 195€ Pakistan has entercd into a number of trade agresments of.the
barter type. Of these some were with countries belonging to Communist bloc, with
whom any sizeable trade outsice bilateral agreements is not likelw. Others were
with countries with whom Pakistan had regmilar “rade rela'-bions? It anpezss that.
the world recession of 1958 encouransed the conclusion of these trade agrcements,
characterised by a strict form of bilateralism,

The purpose of this paper is to shudyv those bilater+i| agreements since
1958 which involve a strict form of negotisted trade and payments regulations
between governmeats to achieve.a predetermined guantitative ratio betwesn tonain
resnective exports, Henceforth, these will be referred to as barter acrecements,
An attempt will be made to =valuate the consistency of Pakistan's harter trade
policies with the general econcmic policy of the country. Accordingly an
analysis is undertaken of the extent to which barter trade has affected the
magnitude and direction of total trade with barter countries, and 2lso the =ctent
to which it has bzen successful in changing the structural pattern »f our
exports, Finally, an altemnt is made to speculate on the future prospzets

of barter tradec and ite camposition, estecilally with Commnist couniries.
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base for the mumerator and denominator is 1$352/53,
and aenommar,or is the ave.-ge of quarterly indirces
shown n Central St'ltlstlr'"l Office, Statistical

Index of dmore prico

Bulletins,.
2 The following are countries with whonm important barter agreements hawve been
concluded:
Communist countries. Jmechoslovakia, USSR, China (Mainlard), Poland,

Hungary, YU‘&OU_LQJJ_'J.,
Jon~Communist countrics:icbanon, Holland, Portuszal, Austria,
Zaypt  Syria,

Mr, Matlub Fassain, €.aif Zconomist of the I.D.E. (r'u*‘”crbl)r on leave at
Venderbilt University). collaborated with the avthor in the initial stages ofothis
study. The present ~uthor is deepls inde ')m.d to Dr. John E. Powe-r, Resezrel. A viser
I.D.E,, for 1"*”"@9; many val.uable co1”1*1€“1ts and sugg ﬂqtmru on an earlisr draft of the
paper, but the author olone, howsver, is responsible for “he <fews ~xrressed in
this study
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In Pakistan'!s barter trade negotiations, the commodities involved
are specified in detail and periods or dates of shipment are fixed. The
prices of Pakistan's imports are normally settled in advance (especially
with communist countries), while those of exports are usually left to be
negotiated separately between imprters and exporters, The Government,
however, exercises its influence to ensure that export prices are com-
petitive and in accordance with the terms and conditions of world market.
The prices are expressed mostly in pound sterling and the shipments are
invoiced accordingly. The payments are made through non-convertible
accounts, which is supposed to ensure an eventual bileteral balance. In
case the balance is not reached within the stipulated period, the defaul-
ter normally pays an interest charge on the accumulated non-convertible
balance.

Normally barter agreements are on a Government-to-Government basis
and represent the bulk requirements of certain essential commodities and
the requirements of some government or semi-government departments which
get separate foreign exchange allocations. Thus barter agreement may be
negotiated at a departmental level or through some central agency which
circulates these requirements and the commodities offered in exchange to
the representatives of the various countries who are interested in barter
agreements,

Though all agreements are negotiated on a government-to-government
basis, some do not represent entirely the requirements of government or
semi-government organizations, Participation of private businessmen to
fulfil the quantities agreed in barter deals is often invited. The
government, however, protects the interests of private businessmen by
exercising its influence where needed.,

III

Barter trade plays a very small role in the total trade of the
country, The share of exports under barter agreements amounted to only
2.0 per cent of total exports in the year 1959, and that of imports to
1.8 per cent. In the yeer 1960, the share of barter in total trade
was only slightly higher at 3.4 per cent of total exports and 2.05 per

cent of



total imports. The year 1961 saw a considerahle decline in this percentage
as the share of agreed barter exports and imports to total exports and
imports declined to less than 1 per cent.

While, barter trade is a small fraction of total trade, because
of the trading practices of some countries, especially those belonging
to the communist bloc, barter irade forms a significant portion of
Pakistan'!s total trade with them. In 1959 and 1960, *ra=de with Czechoslovakia
was substantially in the form of barter agreements, For the year 1959,
agreed barter imports from China amounted to 20 per cent of Pakistan!s
total imports from C:ina. In 1960, barter imports amounted to 19.1 yer cent
of total imports from Hungary, 25 pr cent of total imports f{rom USSR,
and 21 per cent from Yugoslavia. Furthermore, these are countries whose inte-
rmational trade has been growing very rapidly.

In 1959 the percentage share of communist countrics in Pakistan's
barter trade was 9L.7 per cent though it declined to 45.8 rer cent in 1960,
and in 1962 49.1 per cent. Although the shzre of non-commnist countries

in barter trade was equal to that of communist countries in 1960 and 1962,
its percentage intheir total trade was low, so as to suggest no significant
impact of barter trade on their total trade with Pzkistan.

The figures shown in Table 1, help to clarify the relation of trade
under barter agreeme nts to total trade. We will be concerned especially
with commnist barter countries., For the study of bartzsr trade in relation
to overall tradewith bharter countries, the years 1953-61 have besn divided into t
three periods i.e., predevaluation (1953-55), post—devaluation to depression
of 1958 (1956-58), and barter neriof after 195¢ (1959-61), thus avoiding
the effects of erratic annuzl fluctuations in data, Table 1 shows that
Pakistan's total exports have been increasing over the entire period
1953-61. It also shows that exports to barter countries increased ohly very
slighly from the first period to the sccond but much more rapidly from the

second to the third when barter trade was introduced.
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1648 psr cant of tutal exports, might have arrested further decline.
In 1960 and 1961 total exports to Comsunist countries were substan-

tially abcve the
Table 3

Brzter and Hon-barter Exports to
Communist Countries

(In thousand rupees)
f Non-Carteny borter § fotal { #Percentage of barter to total
Year | Exports IBxports JExports | exports to Communist
i X |8 § countries

1955 131971 131971
1956 100344 106344
1957 . 97253 07253
1958 101222 101222
1959 33319 29379 62698 46.8
1960 121409 29299 150709 19.4
1961 114379 1860C 132279 1£.0

Source:s CSC Bulletin and unpublished data.

level of previous years, z2nd non-barter ex.orts, were slightly above
tne average of 1958-59. Hence, barter exports might have arrested
further decline in 1959 and in 19€0 and 1961 might have only slightly
increased the level of total exports to Cowmaunist countries.

Table 2 shows tnat the increase in exports to non-Coamunist
countries in 1959-61 was far in excess of agreed bartsr trade,
suggesting that other causes such as the Zxport Eonus Scheme were
important. However, table I shows that exports to non-communist
countries in 1959-61 incrersed -much. more.thsn to all.non-barter
countries, suggesting that barter trade did have some indluence on
the level of exports to non-communist countries.

Increase in imports from non-Communist countries in 1959-61
was a little more than agreed barter trade, btut was considerably lesc
than the increase in 1956-58.

IV
Balance of Trade

It is perhaps instructive to describs the balance of trade
with Communist countries. Pakistan nad an export balance with
comzunist countries over the entire psriod 1653-61, However,previous
to 1959, balances were



settled in convertible currencies. The export balance with communist
countries was reduced in 1959-61 and this may have been due to barter
deals which aim at maintaining a trade bal=znce. If, aowever, out of
the present (195¢-€1) export balance a part is of barter trade, it
amounte to a capital outflow frcir Pakistan., It is not possible to
estimate capital flows in either direction in Paxistan's barter deals,

however, since we lack adequate infcrmation.

Table 4 shows that the composition of exports to non-barter
countries was hezvily biassed towards jute and cotton in 1$53-55,

However, the percentage share of 'other comuaoditiass' in total trade

)

of non-barter countries increased somewhat in period two and three,
due mainly, to an absolute decline in raw cotton exports and to an
absolute increase in the exports of 'other comuodities', However, the
pattern of exports as to primary versus other comuoditiess, to barter
countries, changed rslatively littls, except that, the share of raw
cotton declined, while that of raw jute increased over 1953-62, Within
barter countries, non-Comzunist countries had a larier share of 'other
comgodities' than Comaunist countries over 1953-62, altnough the per-
centage increase of ‘other comnmodities!, in 1959-62, was higher to
Communist countries than to non-Comzunist ccuntries.

The compcesition of exports under barter agrsementis, has been
egven more concentrated in troditional products suci as ra2w jute and
raw cotton, Manufsctured products h-ve had only a very simall share
in the barter trade whercas other prinery comnodities, such as goatskin,
raw wool and cotton yarn, ned a significant sharsz cnly in 1959, Barter
agreenents concluded in 1962, did not include manufactured products
or primary comaoditiess other then jute and cotton, It is alzo intercs-
ting to compare the weight of jute and cotton in barter trade with that
in total trade from 1959-62. Table 5 and 6 show that it was much higher
in barter trade than total trade. Barter deals app~rrently have not
helped in diversifying Pakistan's exzorts.

It may be suggested that barter desls were concluded so as to
increase tctal demand for raw jute, thus counteracting the export
demand lag for raw jute in the world mariet, It however, remains to be
seen whether an export desand lag for jute actually existed during

the years barter deals were
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concluded. 4 recent study concludes that the case of Jute 'fits nicely

into the Nurksian theme of demand deficiency!.

Teble 7

Statistical Position of Jute Since 1G56/57.
(Million bales of LOO lbs.)

World |Pak~ [Percent- [Domestic [Pakisten's fWor- |[Per- | Price
Year Pro- |istan's [aze of [fUtili~ [Exports {1d |cent-] (& per
duc~ [Produc-1(3) to Ization | [Tr- lage | L. ton)
tion |tion ((2) lade lcf |
| I I I(6)to]
(1
1 4

1956-57 12.8 5.5 437 1.10 4.07 L.20 96 114
1957-58 13.9 6.2 Loy 1.24 L.57 L.86 94 110
1958-59 15.5 6.0 38.7 1.51 4,09 L.62 88 111
1959-60 14.4 5.5 38.9 1.80 4.00 4.52 88 141
1960-61 15,6 be5 28.8 2.1 2ok Nekb - 129

Sources (3,5,6)= Jute situation, Ministry of igriculture,
Government of Pakistan, (2,7)=F.0 Trade Yearbcok-1501,
(S) = Economic Bulletion for nsia and the Far East-19c¢1.
i study of the statistical position of jute since 1$56-57, however,

suggests an alternative explanation of the export lag. Pakistan's

production of raw jute has declined since 1955-56 whel it was 6.5
million bales. The decline was relatively sharp during 1559-60 and

1960<61; Pakistan's utilization of raw jute increased in the same period,
further affecting the exportable surplus, While total world trade in
jute has declined, Pakistan's share in world trade has also decreased.

Jute prices, moreover, have increased since 1956-57. It therefore seems
that the export lag for Pakistan's Jute is the result of supply
deficiency caused by an increase in domestic utilization and reduced
production; and, given the monopolistic position of Pakistean, this
has resulted in a rise in price.

Since Pzkistan's share in world jute trade has declined while prices

have gone up, exports under barter deals were apparently & diversion

from the world market. at & given level of Jute export prices barter

3

I.D. Pal, Eccnomia Internazionsle, November 1961,
'Pakistan: h Case of an Export Lagging Economy',



deals cannot be recommended on a large scale since that will divert
supplies from the world market,

Even if no export demand lag for raw jute exists, given Pakistan'!s
monopoly position, barter deals might still be helpful in raising
export price, if these were an addition to rather than a diversion from
world demand. Assuming an absolutely inelastic supply SS in the short
run and fairly inelastic demand DD, price before the conclusion of

barter agreements will be settled at P, in Diagram 1,

e = e o e e e e e m e et e e e e N

!
The conc lusion of barter deals will reduce the supply to S5 from

the world market and the new price will be settled at %. Moreover, it
will be possible to negotiate barter dezls at the new export price,
since in most of the agreements it is guaranteed that barter prices
will be in accordaence with world prices, However, if barter purchases
are simply a diversion from the world market, the demand schedule will
have shifted to the left as much as the supply schedule and thetvorld
price will not be raised, This is shown by the intersection of DD with
éé (assuming barter countries demand has zero elasticity).

It may be suggested, then, that barter deals were concluded so as
to increase total demand for jute, and the increase in prices were a
consequence of that, But, even if we assume that these were an addition

to world demand, prices could not be affected significantly as barter

deals were a very small proportion of total jute exports,.Moreover, if

we look at the overall imports of raw jute of the communist countries these

increased only very slightly during the relevant years, as shown below,



while Pakistan's exports of raw jute declined very substantially. It

may, therefore, be concluded that it was not the increase in demand,

Table 8

Year fTotel raw jute imports of the I Exports of raw
ICommunist countries, '000! I jute by Pakistan,
fmetric tons I 1000' metric
{ 1 tons

1958 §0.5 905.4

1959 8le1 809. 4

1960 83.0 757.8

Source: FAQO Trade Yearbook,

but the reduction in supply to the external market that increased prices
during these years.

The above diagrammatic analysis applies only to the short run, but
the repercussions of prolonged barter agreements are likely to be diffe-
rent., For instance, if barter means some demand creation, the higher price
of raw jute is likely to accelerate the rate of substitution to substitute
materials, Furthermore, the diversion of trace via barter deals may lead
to a loss of traditiocnal markets. It may however, be pointed out that
long range barter agreements may help to stabilize export earnings of
traditional products. It is important to note, however, that once the
traditional markets are lost to other exporters, it will not be possible
to negotiate these deals from a position of strength. also we will not
be able to take the advantages of any upward swing in the world markets
as during 1959-61, when prices of our jute exports were exceptionally
favourable,

The impact of barter deals on non-barter trade is likely to be
different for a commodity such as cotton in which the country has to
compete in the world market. The speculative tendencies due to these
agreements may artificially raise price in the domestic market. And under
the assumption of competition in the world market the danger is that
Pakistan may lose i1ts share of the world merket even in the short run.

An important contribution of barter agreements could be preferential
access to particular foreign markets for menufacturing irdustries which at
this stage cannot compete freely in the international market,., This may

lead to trade diversion, as the two countries may have to pay higher prices



for their respective imports. However, the application of the conventio-
nal analysis of trade diversion versus trade creation mey be prejudiciel

to the development efforts of the underdeveloped countries, since what is
presently trade diversion may ultimately become trade creation., A high cost
industry may eventually develop a comparstive advantage when given access
to foreign markets through barter arrangements if the industry is on a
decreasing cost curve. For these new procducts in the initial stages

barter agreements provide a protected foreign market.

In the present circumstances with the operetion of the Export Bonus
Scheme it is not possible to include manufactured products under the
barter deals, since no bonus is sveilable for barter exports. Therefore,
it appears necessary that a subsidy be provided to the manufactured
products exporters to offset the possible loss of the export bonus. It
however, still remeins to be seen whether manufactured products will be
accepted in barter deals by communist end other barter countries.

VI

Composition of Imports under
the Barter Agreement

The composition of imports is heavily biased towards machinery, raw
materials and fertilizers. In the year 1959, the percentage import of

machinery to total barter trade was 67.3 whereas that of raw materials 30.9.-

In 1960, the share of machinery declined to 11 % that of raw meterieals
increased to 43 per cent, and fertilizers to 42.3 per cent. Barter

agreements of 1962 include machinery and fertilizers with almost equal
shares in total barter imports.
Ls pointed out earlier, imports under the barter agreements have been

a very insignificant portion of total imports. These ,therefore, have not
contributed substantially in the import content of capital formation, It

may be added, however, that the proceeds of barter exports have not been

utilized for the imports of consumer or non-essentizl goods.
VII

A gain from barter trade may possibly arise if terms of trade under
barter agrcements are more favourable than world terms. Unfortunately, no
data on barter prices is available. It may however, be worthwhile to compare
the unit values of raw jute and raw cotton exports. to barter and non-
barter countries., It is evident from Table 9@ that unit values of expor:s
of raw Jjute to barter countries were higher than to non-~barter ccuntries
during the entire period under study. This presumably reflects a difference

in grades of jute goods exported. The key point is, however, that the
ratio of barter country unit values for jute exports to non-barter country

unit values was virtually constant over the entire period. Hence, there is
no evidence that barter trade
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affected jute export prices.

The unit values for raw cotton with barter countries as
against non-barter countries were higher in 1959-61, and 1956-58
but lower in 1953-55, The ratios of barter countries unit values
for raw cotton in 1959-61 to non-barter countries was higher than
the ratio in 1953-55, but it was lower than the ratio in 1956-58,
suggesting, again that barter deals did not influence the unit
values of raw cotton with barter countries.

On the import side little meaningful data is aveailable
either. 4s an illustration, however, the unit values of coal for
three years for the world (excluding the Communist countries) and
the Communist countries are shown in Table 9, Over these years the
unit values of coal imports from Communist countries were Ligher
than from the rest of the world. It is, however, important to note
that for a commodity such as coal transport cost forms a very
significant portion of total cost. In Table 9, the unit values for
the world are lower because a substantial part of Pakistan's coal
imports come from India which has a lower transport coste. If there-
fore, barter deals divert the source of supplies to Communist
countries, it involves a loss to be wid in terms of higher unit
values,

In short there might at times be some advantage in barter
trade on the export side but this may be offset by higher import

price.
VIII

With continuing liberalization of world trade among
developed countries, multilateral trade will increasingly be Subs =
tituted for bilateral trade., It seems, given current ana prospective
trading practices, the countries available for the future negotia-
tion of barter agreements will be mostly from the Comriunist bloc or
alternatively under-developed countries with balance of payments
difficulties, If no new exvorts are involved the possibilities of
any substantial increase in barter trade with underdeveloped count-
ries appears remote since they are not likely to be customer's for

Pakistan's traditional exports,






In so far as the decision to negotiate barter agreements
is politically motivated in the Communist countries, the future
of barter trade with them, is equally uncertain, hAn expansion of
barter trade on this basis may then be expected only when these
countries have political axes to grind., However, while it may be
possible for them to achieve political gains with certein countries,
the future basis of the overall trade of the Comuwunist countries
is likely to be economic, It may, therefore, be suggestive to note
that the exports of the centrally planned economies to the rest of
the world increased by 5 per cent in 1959 and by 13 per cent in
1960, whereas imports increased by 7 and 13 per cent in the two
years, respectively,

Table 10
Trade of the Centrally rlenned Economies

with the Rest of the World
( Millions of dollars )

Rest of the World

Year Exports rercentage change|lmportsiPercentage
| | | change

1958 3LLL 3429

1959 3640 + 5 3683 + 7

1960 4138 +13 4370 +18

Asia and Far East

1958 591 L,23

1959 530 -10 507 +20

1969 606 +14 535 + 5

Source: World Economic Survey 1960~ UN,

The Comnunist countries have increased their exports to
Asia and Far East from 591 million doller® in 1958 to 606 million
dollars in 1960, ind also imports from 423 million dollars in
1958 to 535 million dotlars in 1960, The rise is reinly accounted
for by the trade of Eastern European countries which enlarged
their imports from the ECLFE region by 58 per cent in 1960 and
exports by 15 per cent. In short growing participation of the
centrally wnlanned economies in the world trade can herdly be
explained on the political grounds alone,

Although the demand for our exports by the Comiunist
countries may rise, and these exports have been rising since

1953-55, the composition of demend is also important when trade



is to be expanded on some bilateral asrrangement, The present trend
in the composition of Pakistan's total exports suggests that the
share of traditional exports will steadily decline, But an analy-
sis of the commodity comnosition of imports of the centrally
planned economies requires speculation on the future pattern of
their domestic economic policies., It appears safe to assume that
these countries for some time to come will go on diverting their
resources to the accumulation of capital goods. Hence imports
from the Western countries are likely to continue for items such
as machinery and chemicals whose domestic production is yet insnff-
icient for their technological needs., The following table showw
that the net deficit with the rest of the world in machinery and
chemicals has increazsed from 75.1 million dollars in 1958 to
222,2 million dollars in 1960,
Table II
Composition of Trade of Centraliy llanned

Economies with Rest of the World
( millions of dollars)

Item and Year Exports Imports Balance
1) Raw Materials
1958 159.3 219.5 —- 542
1959 217 oLy 151.0 + 66.4
1960 332.8 2731 + 59.7
2) Machinery & Chemicals
1958 85.2 16043 - 751
1959 7842 22043 ~1421
1960 106.5 328.7 —-22242
3) Other Manufactured Goods
1958 20749 292.6 - 8447
1959 194.9 35145 -150.6
1960 29347 539.7 -24,6,0

Source: World Economic Survey 1960-UN

In addition to this demend for machinery, their higher
growth rates lead to increased demend for raw materizls, and our
Jjute exports to the Communist cbuntries have increased over the
years, However, it is also true that centrally planned economies
are biased in favour of delf-sufficiency in baeic raw materials,
Therefore, increased production according to the suitability of
factor proportions and natural resources within the bloc to foster

each otherTs needs is likely to take place at an increasing rate,
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Production of Jute in China has increased as shown below:

Table 12
Jute Production in China

1955~56 1956~57 1957~58 1956=-59 1959~60
( '000' bales of LOO 1bs.)
14L10 1422 1681 1703 2040

Source: Jute situation (Department of Agricultural
Economics and Statistics, Ministry of Food and
Agriculture, Government of Pakistan,Rawalpindi).
Furthermore, data show that for 1959 and 1960, the bloc was a net
exporter of raw materials.

However, it is also becoming evident that there is a great
internal pressure to increase the availability of consumer goodse
And the available data for some of the Comriunist countries reflect,
that a range of consumer goods are already imported.

Table 13

Soviet External Trade
Consumer Goods

Year Exports Imnorts
per cent of total)

1950 1147 1542

1955 6.3 18463

1957 81 ) 20.6

1958 7o 23 .9

Source: Trade with Communist Countries
by Alee Nove and Desmod Donnelly.

UN data on commodity composition of imports of Communist countries
with the rest of the world shows that the deficit in manufactured
goods other than machinery has increased from 84.7 million dollars
in 1958 to 246 million dollars in 1960. Our own teble 4 on the

compossition of Pakistan'! s exports to «...ciiieeiienecenns
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the Communist countries show that the index of exworts of other
commodities' such as jute manufactures, shoss and cotton manufac-
tures rose to 135 in 1959-62 taking 1953-55 as base period.

The increased participation of the Communist countries in
Cold war, also throws on them a heavy responsibility to aid or
trade with the underdeveloped countries, xnd where the choice of
consumers'! is limited, their nolitical goals may well be met by
exchenging capital goods for manufactured consumer goods like
cotton cloth from the underdeveloped countries, even wnen the

latters ¥ goods are less attractive in quality and price.

The possible complementarity of the Communist and the unader-
developed economies established in the above analysis could make
possible the import of more capital goods in exchange for new
exports such as cotton and jute manufacture or traditional
exports, raw jute and raw cotton. This is important when
Pakistan's traditional and.new.exports are likely to.be. influenced
by the restrictive policies of the European Common Market and the
industrialized countries. whereas, it may be possible to divert
trade to the Communist countries in traditional exports on a
strict bilateral basis, by giving up traditional buyers, it is
important to realize that such a trading agreement is only a

second best alternative. What Pakistan should seek in barter

deals is a complete reversal of the previous emphasis on primary

commodity exports. Cnly if they include a substantial amount of

trade in new exports do barter deals with the communist block

as with other developing countries promise advantage to
Pakistan's development effort. The availability of protected
markets for new exports can be very advantageious, however, since

once the economies of scale are completely exploited it may be

possible to compete in the free market,

IX

Conclusion

(1) Pakistan's barter trade has been a very small proportion of
it's total trade, but it'!'s share in trade with Conmunist

countries has been significant. It is difficult to see clearly the
effect of barter deals on the magnitude of total trade with barter
countries, because of the problem of identification. However, the

significant share of barter exports in Communist countries total
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exports suggests, that the magnitude of total exports with
them has been affected in 1959-61, But the increase in
exports to Communist countries in 1959-61 fell short of
agreed barter trade, suggesting that a significant portion
of the increase might have taken place otherwise, It may
however, be pointed out that in 1959 exports to Commnunist
countries declined substantially, and barter exports, being
46 per cent of total exports to them, might have arrested
further decline,

(2) Pakistan's exports to barter countries have been
heavily biased towards traditional products over 1953-62,
whereas exports to non-barter countries have significantly
changed in favour of new exports including manufactured
goods, in 1959-62, a4s to the composition of Pakistan's
barter exports, they have been heavily concentrated in jute
and cotton and the concentration has been much greater than
in Pakistan's total exports over 1959-62, It is therefore
concluded that barter deals have not helped in developing new
exports,

(3) No data on barter prices is available. However, the
ratio of barter countries unit values in jute and cotton to
non-barter unit values have remained almost constant over
1953-62, suggesting that barter trade has not significantly
affected export prices.

(4) The composition of barter imports has been heavily
biased towards items such as machinery, fertilizers, and
raw materials., Hence, imports under barter deals though a
very small proportion of total imports, contributed to capital
formation., However, we do not have any meaningful data on
barter import prices, but it might be suggested that at times
the advantage of higher export prices might be offset by

higher import prices.
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(5) It appears that in future it will be mostly the
Communist countries, who will be available for trade on

a bilateral basis, while it may be possible to divert our
traditional exports to them via barter deals, so as to
stabilize our export earnings, such an arrangeient is

only a second best alternative, since the loss of
traditional markets will make it difficult to negotiate
these deals from a position of strength. horeover, if at all
these agreements are to be concluded, these should be long
term purchase agreements rather than ad hoc commodity
arrangements. However, it i1s important that the present
composition of our exports under barter deals should be
reversed and new exports especially manufactured products
should be included, since the introduction of these
products in protected foreign markets, z2nd the resultant
expansion in the size of the market will make possible the
exploitation of the economies orf scale, and hence increase

their ability to compete in the international market,
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