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THE UbE OF IMPORT PRIVILEGES .INCENTIVE 
TO EXPORTERS IN PAKISTAN 

by 

Walter E. Necox* 

INTRODUCTION 

T h i s Research Report dea ls w i t h two s e p a r a t e t o p i c s , namely, 

e a r l y export promotion measures, and import l i c e n s i n g procedure 

a f t e r the R e v o l u t i o n . The reason f o r p u t t i n g them in a Research 

Report i s to make the in format ion a v a i l a b l e t o o t h e r s doing 

r e s e a r c h on t h e s e t o p i c s . The a u t h o r ' s purpose o r i g i n a l l y was to 

look a t a l l measures used t o promote exports i n P a k i s t a n . The 

two methods of export promotion p r i m a r i l y used i n P a k i s t a n have 

been 1 ) a d d i t i o n a l import p r i v i l e g e s based on export performance, 

and 2 ) a d d i t i o n a l import l i c e n s e s made a v a i l a b l e under the 

r e g u l a r import p o l i c i e s . 

The f i r s t s e c t i o n of the Report d e a l s w i t h export promotion 
l?f ; ri 

measures used p r i o r t o the i n t r o d u c t i o n of t h e Export Bonus Scheme 
y 

in 1959. As can be seen from t h e i r c o n t e n t s , the current Bonus 

Scheme draws h e a v i l y on i t s p r e d e c e s s o r s mistakes and s h o r t -

comings. In a d d i t i o n , t h e recommendations of the Export Promotion 

Committee of 1952, a l s o d i s c u s s e d , foreshadowed many of t h e export ' f" 

promotion measures l a t e r adopted. There wore o t h e r means used to 

encourage e x p o r t s during the per iod p r i o r to 1959, many of w h - i . c n 

are mentioned i n p a s s i n g , but t h e Export I n c e n t i v e Scheme and the 
• 

Export Promotion Scheme were t h e most important . A look a t the 

current Bonus Scheme w i l l show the s i m i l a r i t i e s between the 

recommendations of the Committee and the p r a c t i c e s of the two "vP i 

e a r l i e r promotion schemes. 

The new regime which took p o l i t i c a l c o n t r o l of P a k i s t a n in 

October , 1953 introduced two primary changes in t h e promotion of 

exports i n January, 1959. One was t h e Export Bonus Scheme which 

*The Author i s ^ u l b r i g h t Student a t the P a k i s t a n I n s t i t u t e of 
Development Economics f o r the Academic year 1 964-65, 
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rewarded e x p o r t e r s with import p r i v i l e g e s based on a percentage of 
2/ 

a c t u a l export performance, and the other was a gradual l i b e r a l -

i z a t i o n of r e s t r i c t i o n s on import p r i v i l e g e s . I t i s the second of 

these s u b j e c t s which t h i s paper covers i n the s e c t i o n d e a l i n g w i t h 

the h i s t o r y of import l i c e n s i n g a f t e r t h e R e v o l u t i o n . Major 

emphasis has been placed on t h a t part of l i c e n s i n g d e a l i n g w i t h 

e x p o r t s , a l though mention has been made of l i b e r a l i z a t i o n i n 

imports f o r other s e c t o r s of the P a k i s t a n economy. The purpose 

has been to t r a c e the evolut-ion of import l i c e n s i n g from a very 

s t r i c t p o l i c y immediately a f t e r the Revolut ion through the per iod 

when i t was g r a d u a l l y l i b e r a l i z e d and changed to, encourage more 

export performance as wel l , as to achieve o t h e r o b j e c t i v e s . The 

major innovat ions which w i l l be looked a t are the Automatic B a s i s 

of l i c e n s i n g , the Open General L icense (OGL), the Request B a s i s 3/ . . 

of l i c e n s i n g , and t h e Free L i s t . 

I t i s the a u t h o r ' s c o n t e n t i o n t h a t t h e i n c e n t i v e s o f f e r e d 

e x p o r t e r s under i n d u s t r i a l l i c e n s i n g may have been as -great a s , 

or g r e a t e r than, t h e i n c e n t i v e s under the Bonus Scheme. The t 

long-run aim of the a u t h o r ' s program of s tuay i s to compare t h e s e 

i n c e n t i v e s . P r e s e n t l y , however, not enough work has been done t o 

say anything q u a n t i t a t i v e l y about t h i s q u e s t i o n . But a d e s c r i p t i o n 

ox t h e o p e r a t i o n of the systems i s a f i r s t s t e p i n t h i s d i r e c t i o n . 

REPORT OF THE EXPORT PROMOTION COMMITTEE "y 

During 1952 a Government appointed Export Promotion Committee 

s t u d i e d in g r e a t d e t a i l the q u e s t i o n of the f u t u r e of P a k i s t a n ' s y 

e x p o r t s . I t s r e p o r t , which was ready i n l a t e 1952, l i s t e d a 

number of p r a c t i c a l s o l u t i o n s whose implementatian would d i v e r s i f y 

and s t r e n g t h e n export t r a d e . This was the n a t i o n ' s f i r s t complete 

study of b a r r i e r s t o t r a d e , and a s such i s the o r i g i n a l source of 

many changes which were made in l a t e r y e a r s t The main s u g g e s t i o n s 

are summarized below. 

At the time of the 1952 i n v e s t i g a t i o n , t h e - e x p o r t of a r t i c l e s 
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c o n t a i n i n g p a r t s imported from abroad, or those using m a t e r i a l s 

imported from o u t s i d e P a k i s t a n i n t h e i r manufacture, was s t r i c t l y -

r e g u l a t e d . The Committee f e l t t h a t t h i s approach towards c o n t r o l 

of exports was wrong. I f the imported p a r t s were used i n the• 

manufacture of e x p o r t a b l e goods, t h e country could only stand t o 

g a i n by earning f o r e i g n exchange. The f e a r t h a t the export of 

such commodities would le^d to i n c r e a s e d domestic p r i c e s f o r the 

goods was dismissed by the Committee. They f e l t t h a t the 

c o m p e t i t i v e p o s i t i o n of the manufactures of t h e s e goods was so 

weak t h a t i t would be almost imposs ib le to f i n d markets on a l a r g e 

enough s c a l e to a f f e c t the domestic supply p o s i t i o n . The Committee 

s t a t e d t h a t the only time when r e s t r i c t i o n s were j u s t i f i e d was i n 

the v e r y extreme c a s e s where the i n g r e d i e n t raw M a t e r i a l was of 

a very e s s e n t i a l nature and t h a t i t c o n s t i t u t e d 50 per cent or 

more of the v a l u e of the exported i tem, and was imported from a 

hard-currency a r e a . In a d d i t i o n , they asked t h a t t h e import of a l l 

such m a t e r i a l s and a r t i c l e s as were r e q u i r e d f o r the manufacture 

of export a r t i c l e s should be a l lowed f r e e l y , upon the i m p o r t e r ' s 

f u r n i s h i n g a bond which would commit him t o r e - e x p o r t the manufactured 

a r t i c l e s a t a v a l u e h i g h e r than the imported c o s t , pp. 4-5_J7. 

In the case o f goods or commodities which a c t u a l l y should 

be c o n t r o l l e d , the l i c e n s i n g system should be automatic and a s 

simple as p o s s i b l e , the Committee s t a t e d . The n e c e s s i t y t o t a k e 

out l i c e n s e s f o r i n d i v i d u a l shipments had been a c t i n g as a d e t e r r e n t 

to people e n t e r i n g the export t r a d e . This caused a s e r i o u s l o s s 

in f o r e i g n exchange \fhen a l a r g e number of ..contracts had to be 

c a n c e l l e d when the Korean boom ended due to the sharp d e c l i n e in 

p r i c e s because shipments could not be e f f e c t e d i n time f o r 

want of a l i c e n s e , p . 6 J . 

An o r g a n i z a t i o n a l b o t t l e n e c k was c r e a t e d by the r e g u l a t i o n of 

the Export Contro l Order by not only the M i n i s t r y of C o m m e r c e , 

but a l s o by the M i n i s t r y of Food and the M i n i s t r y of I n d u s t r i e s i n 

some c a s e s . This l e d t o d e l a y s which were harmful t o export t r a d e . 
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should be placed under the c o n t r o l of the M i n i s t r y of Commerce, 

who should p e r i o d i c a l l y oo-n&ult ^ i i r i i s t r i e s and e s t a b l i s h 

p o l i c y p . 6_J\ 

A comprehensive and -coordinated p o l i c y f o r the promotion of 

c o t t a g e i n d u s t r i e s was asked f o r , which would be a b l e to a s s i s t 

the c o t t a g e worker a t every s t a g e of h i s work. Help was c a l l e d 

f o r i n : 

1 . Finance 

2. Supplying of raw m a t e r i a l s at cheap p r i c e s 

3 . Research in t e c h n i q u e s , p r o c e s s i n g , d e s i g n , e t c . 

4 . Marketing and s a l e s of goods > p. &JJ 

More r a d i c a l in approach was the r e q u e s t f o r a subsidy t o 

be paid t o e x p o r t e r s of manufactured goods. The Committee 

suggested t h a t e x p o r t e r s be e n t i t l e d to r e c e i v e a c e r t a i n per-

centage o f the f o r e i g n exchange they earned. Furthermore, they 

should be a l lowed to s e l l t h i s f o r e i g n exchange through a u t h o r i z e d 

banks a t the open market r a t e s . The f o r e i g n exchange made a v a i l a b l e 

i n t h i s manner could be u t i l i z e d f o r the import of t h o s e items 

which were not e s s e n t i a l t o the country and were considered 

l u x u r y i tems. These " l u x u r y i tems" could then be e l i m i n a t e d from 

the items importable under r e g u l a r l i c e n s e . This i n c e n t i v e would 

he lp turn manuffctuees towards the export t r a d e . The p r o f i t 

which the e x p o r t e r could make on the s a l e of f o r e i g n currency 

would make c o m p e t i t i v e a number of products which could not 

compete i n i n t e r n a t i o n a l markets without some t y p e of s u b s i d y . 

Another p o s s i b i l i t y was t o earmark f o r e i g n c u r r e n c i e s e q u i v a l e n t to 

a c e r t a i n percentage of p r i c e s of exported goods f o r the use of 

e x p o r t e r s in making payments o v e r s e a s , t r a v e l l i n g o v e r s e a s , paying 

brokerage f o r agents abroad, or the import of raw and processed 

m a t e r i a l f o r e x p o r t a b l e goods. The committee f e l t t h a t a l though 

t h e r e was a very s t rong case f o r d i r e c t subsidy of e x p o r t e r s of 



pr/xxie-, the p**obl<s»«s or a^teiirj-et/ra-fciru* fch<* a d d i t i o n a l 

s t r a i n s t h i s would p l a c e ori the a l r e a d y burdened Government made 

imposs ib le d i r e c t s u b s i d y . The program o u t l i n e d above was considered 

adequate to a c h i e v e the r e s u l t s of a subsidy without many of i t s 
u _ 

problems [_ 3> pp. 10—11 7"* 

A g e n e r a l rev iew arid r e d u c t i o n of t a x e s on exported commo-

d i t i e s and goods was r e q u e s t e d , when t h e r e had been a shortage of 

raw m a t e r i a l s on the -world market, the Government imposed c e r t a i n 

t a x e s i n order t o take up the d i f f e r e n c e between p r i c e s in the 

producing and consuming c o u n t r i e s and to share in the p r o f i t s made 

by the middlemen. But wi th thy onset of the r e c e s s i o n i n demand 

f o r raw m a t e r i a l s , t h e s e d u t i e s should have been removed. 

Revenue from export d u t i e s c o n s t i t u t e d an important share of t o t a l 

i n t e r n a l revenue of the Government, i n 1951-52. export d u t i e s 

formed 39 per cent of t o t a l revenue. The Committee f e l t t h a t in 

cases where exports did not f a c e any s p e c i a l compet i t ion, the t a x e s 

should remain. But o t h e r commodities' l e v i e s should be reduced 

or e l i m i n a t e d t h a t they would not burden t h e i r compet i t ive 

c a p a c i t y . A lso s a l e s t a x e s should be discouraged , p. 1 1 J 

The f i n a l s u g g e s t i o n the Committee made was f o r the 

es tabl i shment of a Department of Trade Promotion. This was f o r 

the purpose of making a v a i l a b l e t h e most u p - t o - d a t e informat ion 

r e g a r d i n g developments in f o r e i g n c o u n t r i e s and r e l a t i n g t o 

market c o n t r o l , t a r i f f s , p r i c e s , e t c , The Department would a n a l y z e 

market t r e n d s and c o n s t a n t l y rev iew the compet i t ive p o s i t i o n of 

P a k i s t a n ' s products in f o r e i g n markets , p . 17_J. 

These were merely s u g g e s t i o n s , but che p o l i c i e s i n l a t e r 

y e a r s mirrored t h e s e i d e a s . In f a c t , almost a l l o f the recommendations 

were i n some form or another adopted by the Government i n i t s 

v a r i o u s at tempts t o upgrade export performance, us shown i n the 

f o l l l o w i n g s e c t i o n s , the Export I n c e n t i v e Scheme and t h e Export 

Promotion Scheme were l i m i t e d at tempts to a c h i e v e the i n d i r e c t 

s u b s i d y f o r e x p o r t e r s t h a t the Gommittee had s u g g e s t e d . 
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By the middle o f 1954 liafct.pd -exchange earning c a p a c i t y 

of P a k i s t a n ' s primary products had become ev ident i n an i n t e r n a t i o n a l 

market o f d e c l i n i n g p r i c e s . There was a need t o encourage the 

export of manufactured goods and primary products . This need brought 

about the announcement of the Export I n c e n t i v e Scheme by the 

M i n i s t r y of Commerce on June 2S, 1954. The purpose was to g i v e 

encouragement to items o t h e r than the main P a k i s t a n exports of 

j u t e , c o t t o n , h ides and s k i n s , and t e a . 

Under t h i s Scheme e x p o r t e r s of c e r t a i n primary and manufactured 

goods were e n t i t l e d t o import l i c e n s e s f o r s p e c i f i e d goods up to 

a p r e s c r i b e d percentage o f the va lue of the exports made. 

O t i g i n a l l y e f f e c t i v e u n t i l March 3 1 , 1955, the Scheme provided t h a t 

upon proof of export and r e c e i p t of exchange by an exporter 

(of one of the s p e c i f i e d i tems) the S t a t e Bank would i s s u e a 

voucher f o r 30 per cent of the v a l u e of the export e a r n i n g s . 

This voucher was a p p l i c a b l e f o r t h e import of items e l i g i b l e f o r 

import under the p l a n . In c a s e s where the 30 per cent e n t i t l e m e n t 

came t o l e s s than Rs. 5,000, no vouchers were i s s u e d ( i . e . , a 

minimum of Rs. 5,000). The vouchers were exchangeable f o r import 

l i c e n s e s from the Chie f - C o n t r o l l e r of imports and Exports f o r the 

import of the s p e c i f i e d va lue of the s p e c i f i e d goods. V'hen the 

voucher e n t i t l e m e n t was between Rs. 5,000 and Rs. 50,000 the 

e x p o r t e r was e n t i t l e d t o a u t o m a t i c a l l y r e c e i v e import l i c e n s e s f o r 

the i tems and v a l u e s a p p l i e d f o r . In c a s e s where the amount was 

above Rs. 50,000, the e x p o r t e r was r e q u i r e d t o apply f o r a t l e a s t 

f o u r items on the import l i s t , i n d i c a t i n g in order o f p r e f e r e n c e 

the p r o p o r t i o n a t e d i s t r i b u t i o n of h i s e n t i t l e m e n t over the i n d i c a t e d 

i t e m s . Import l i c e n s e s were i s s u e d as f a r a s p o s s i b l e i n accordance 

v i t h the a p p l i c a t i o n s . The l i s t of primary export commodities 

e l i g i b l e under the Scheme contained twenty minor i t e m s , whi le the 

l i s t of manufactured items numbered s i x t e e n . The items importable 

a g a i n s t these e x p o r t s numbered t w e n t y - s e v e n . 



iit the siaae tim& t h a t this- Sch<^me was announc-ed, t h e Government 

placed a l l manufacutred a r t i c l e s and commodities, except a r t e m i s i s , 

on export OGL and took s t e p s to remove a l l hindrances i n the way 

of exports and t o f a c i l i t a t e i ssuance of import l i c e n s e s . The 

most promising primary export commodities i n the Scheme were 

rock s a l t , crushed bone, f i r e w o o d , t imber , ana b e t e l n u t s . Some 

of the manufactured goods had e q u a l l y good p o s s i b i l i t i e s f o r 

i n c r e a s e d f o r e i g n e a r n i n g s . The S t a t e Bank attempted t o modify 

tho harmful e f f e c t s of the high minimum l e v e l of earnings necessary 

to o b t a i n vouchers by p e r m i t t i n g accumulation of export earnings 

by s e v e r a l smal l e x p o r t e r s . But the Bank would not i s s u e vouchers 

f o r l e s s than lis. 1 ,000 each, which meant t h a t an exporter had to 

export enough s c t h a t h i s cumulative voucher p r i v i l e g e s equaled 

Rs. 1,000 august 1954, p. 60_J 

By October 'Id, 1954 v a r i o u s changes were necessary i n t h e 

Scheme and the CCI&Ei i n a Publ ic Notice s p e c i f i e d these a l t e r n a t i o n s . 

The l i s t of primary export commodities e l i g i b l e under the plan was 

expanded from twenty items t o t h i r t y - f o u r i tems, w h i l e the l i s t of 

manufactured goods r e c e i v e d t w e n t y - e i g h t i t e m s , making a t o t a l of 

f o r t y - f i v e , A t o t a l of t h i r t y - f i v e items were made e l i g i b l e f o r 

import w i t h vouchers , making s i x t y - t w o items i n a l l . The e x p o r t e r s 

were e n t i t l e d t o continue t o r e c e i v e 30 per cent of export earnings 

in t h e form of vouchers , except f o r f o u r items i n the primary 

goods ' l i s t and t e n items i n the manufactured goods ' l i s t which 

were e n t i t l e d t o r e c e i v e only 20 per cent of the f o r e i g n exchange 

they earned. The a d d i t i o n a l items became e l i g i b l e f o r vouchers 

from the day ox the announcement /~~4, January 1955,, pp. 64-65_J7. 

Although the Scheme was scheduled to end on March 31 } 1955, 

I t was extended on t h a t day up to September 30, 1955. The d e c i s i o n 

to extend the durat ion of t h e Scheme was a p p a r e n t l y based on a 

f a v o u r a b l e performance in the seven months of i t s e x i s t e n c e . 

Not only was an a d d i t i o n a l source of f o r e i g n exchange c r e a t e d , but 

the plan a l s o helped s o l v e the problem of f i n a n c i n g the import o f 
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e s s e n t i a l goods. Most of the items included in the l i s t s ox 

e l i g i b l e e x p o r t s had e i t h e r n e g l i g i b l e or n i l performance 

b e f o r e the imposi t ion of the Scheme £~l+, August 1955^ PP»1-2»6_7* 

The major o b j e c t i v e of the Export I n c e n t i v e Scheme was to 

s t e p up the export of P a k i s t a n ' s minor exportable i tems. In 

t h i s sense , i t was s u c c e s s f u l i n terms of some i tems, but not a l l . 

Compared w i t h the t r a d e year 1953-54, the export of rape seed o i l 

cakes , beef and sheep c a s i n g s , s a l t p e t r e , and crushed bones 

r e g i s t e r e d an i n c r e a s e under the Scheme, as w e l l as other i tems. 

In a d d i t i o n , the Scheme was ins trumenta l in i n t r o d u c i n g to 

o v e r s e a s buyers a number of new commodities from P a k i s t a n /~4, 

May 1956, p p . 5 - 9 , 1 1 J7". 

When measured as a p o r t i o n of t o t a l export t r a d e , however, 

the Export I n c e n t i v e Scheme did very l i t t l e to s u b s t a n t i a l l y 

i n c r e a s e P a k i s t a n ' s expOrt proceeds. In the shipping period 

January-June f o r example, e x p o r t s under ttyi Scheme were 

on^y 1 per cer\t of t o t a l e x p o r t s . One breakdown of earnings 

under the I n c e n t i v e Scheme i s g i v e n in Table 1 below ( f i g u r e s 

f o r t h e per iod June 23, 1954-September 30, 1954 are not a v a i l a b l e ) : 

TABLE I 

QUARTERLY EXPORTS UNDER THE EXPORT INCENTIVE SCHEME 
(thousand R s . ) 

Period From E. Pak. From W.Pak T o t a l 
Oct/Dec 1954 213.3 336.6 1 , 0 9 9 . 9 
Jan/Mar 1955 450.5 1 , 6 6 0 . 4 2 , 1 1 0 . 9 
Apr i l/June 1955 313 .3 4 ,236.5 4 , 5 9 9 . 3 
July/Sept 1955 1 , 5 2 3 . 3 5 , 5 7 2 . 4 7 , 1 0 1 . 2 

T p t a l 2 , 5 0 5 . 9 1 2 , 4 0 5 . 9 1 4 , 9 1 1 . 3 

Source: /~4,May 1 ? 5 o , p p . 5 - 9 , 1 1 _ 7 

The f i g u r e s i n Table I i n d i c a t e t h a t i n the f i r s t , second, and t h i r d 

q u a r t e r s of 1959 e x p o r t s under the Scheme roughly doubled over t h e 

immediately preceding q u a r t e r . Apparent ly t h e i n c e n t i v e was 

s u f f i c i e n t to induce a h i g h e r amount of s u b s i d i z e d exports each 

q u a r t e r . However, t h e s e f i g u r e s do not cover the e n t i r e d u r a t i o n 

of the Scheme. Another source has est imated t h a t Rs. 20.1 m i l l i o n 
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•worth -of axpov%e were af'f-eot-ed tiuring the ejatir-^ dor a t ion of the 

Scheme A p r i l 1955, pp. 1 -5_J. 

Apparent ly t h e s e two e s t i m a t e s , from the CCI&E's O f f i c e , 

measure only exports reported during the d u r a t i o n of the Scheme. 

But when the Scheme was removed a f t e r September, 1955, those 

e x p o r t e r s who had made shipments during the per iod of o p e r a t i o n 

of the Scheme and had not a p p l i e d f o r vouchers were s t i l l e l i g i b l e 

t o apply f o r exchange vouchers . These r e q u e s t s f o r vouchers 

continued t o be r e c e i v e d f o r s e v e r a l y e a r s . Thus, the above 

f i g u r e s cover only part of t h e e x p o r t s e l i g i b l e f o r subsidy because 

o f a de layed r e c e i p t of c l a i m s . The S t a t e Bank l i s t s Rs. 48.14 

m i l l i o n as the amount of exchange earned under the Scheme f o r the 

e n t i r e per iod ( i n c l u d i n g delayed c la ims) f o r which Rs. 1 1 . 1 6 m i l l i o n 

in exchange vouchers were i ssued /~4, A p r i l 1955, pp. 1 -5__7. 

The l i m i t g d scope of the Scheme meant t h a t i t had very 

l i t t l e e f f e c t on t o t a l export e a r n i n g s . I t was est imated t h a t in 

1954-1955 the Scheme covered exports va lued a t Rs. 20 m i l l i o n as 

compared wi th exports o f the same commodities i n e a r l i e r y e a r s of 
6/ 

Rs. 6 . 9 m i l l i o n in 1952-53 and Rs. 8-4 m i l l i o n in 1953-54 . Thus, 

the exports covered amounted t o only about 1 . 7 per cent of the t o t a l 

va lue o f exports on p r i v a t e account f o r t h e y e a r 1954-55 /~*5 spp.53-5jt 

T h i s i s not t o minimize the b e n e f i c i a l e f f e c t s which t h i s p r o j e c t 

had i n terms of i n t r o d u c i n g exports to the i n t e r n a t i o n a l market, 

a l though i n terms of percentage of t o t a l export earnings the 

new items w i l l be a smal l a l though growing share f o r many y e a r s 

to come. 

With t h e occurence of d e v a l u a t i o n in 1955 and the t e r m i n a t i o n 

o f the extended Export I n c e n t i v e Scheme, the d e c i s i o n had to be 

made on whether any a d d i t i o n a l i n c e n t i v e would be extended to 

e x p o r t e r s . The f e e l i n g of the Government was t h a t d e v a l u a t i o n 

c o n f e r r e d - r e a t concess ions on e x p o r t e r s , enabl ing them t o f a c e 

r i v a l s u p p l i e r s by o f f e r i n g c o m p e t i t i v e q u o t a t i o n s . I t was 

r e a l i z e d , however, t h a t t h i s c o n c l u s i o n a p p l i e d more t o primary 
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products t-haja t o processed commodities.* I t was obvicrus t h a t 

t r a d e r s would be more i n t e r e s t e d in the importing than in the 

export ing f i e l d u n l e s s somy type of i n c e n t i v e was cont inued. The 

Scheme had, to some e x t e n t , s t i m u l a t e d i n t e r e s t i n the export 

t r a d e , but i t was f e l t t h a t the withdrawal of concess ions would 

l e a d t o a s l a c k e n i n g of t h i s a c t i v i t y and a c e s s a t i o n of i n t e r e s t 

in i n t r o d u c i n g f u r t h e r new items which had not y e t been exported. 

A l s o , many o f the newr items which had been exported f o r the f i r s t 

time under the I n c e n t i v e Scheme had not y e t gained a s u f f i c i e n t l y 

f i r m grasp in overseas markets. T h e r e f o r e , i t was decided t o 

r e t a i n p a r t s of the I n c e n t i v e Scheme under a new plan e n t i t l e d the 

Export Promotion Scheme which became e f f e c t i v e October 1 , 1955. 

EXPORT PROMOTION SCHEME-OCTOBER 25, 1 955 TO JANUART 15 ,1959 

The Export Promotion Scheme e s t a b l i s h e d two schedules of 

i tems. The f i r s t one d e a l t w i t h primary commodities and l i s t e d 

s i x t y - s e v e n i tems, the export of which would e n t i t l e the t r a d e r 

t o r e c e i v e import l i c e n s e s valued a t 15 per cent of the f o r e i g n 

exchange earned. The same schedule l i s t e d f o r t y - s i x items which 

could be imported wi th the vouchers earned. The second schedule 

contained f i f t y - t h r e e goods of P a k i s t a n i manufacture which were 

e n t i t l e d to r e c e i v e import l i c e n s e s of 25 per cent of the f o r e i g n 

exchange earned, a g a i n s t each export item t h e r e were s p e c i f i e d 

the imports of machinery, raw m a t e r i a l s , and packing m a t e r i a l s 

which could be brought i n t o the country with the vouchers earned. 

The new Scheme d i f f e r e d from the prev ious Export I n c e n t i v e 

Scheme i n s e v e r a l ways. Under the o l d Scheme e x p o r t e r s could 

import any of the items on the e s t a b l i s h e d import l i s t . The new 

Scheme l i m i t e d the choice in the case of manufacturers (schedule I I ) 

t o raw m a t e r i a l s , machinery, packing m a t e r i a l , t r a n s p o r t equipment, 

ana spare p a r t s used i n the manufacturing process of t h a t i n d u s t r y . 

This l i m i t e d manufacturers to the import of only such commodities 

as were r e q u i r e d f o r the manufacture, p r o c e s s i n g , and packing 
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o r t h f t g o o 4 a . T h i o lift a- ck^y* C o r o d w e t h © c o s t of p r o d u c t s a n d t h u o 

h e l p i n meet ing f o r e i g n c o m p e t i t i o n i n e x t e r n a l m a r k e t s . The 

procedure f o r i m p o r t i n g under schedule I remained the same as 

i n the p r e v i o u s I n c e n t i v e Scheme. Vouchers earned could be used 

t o import any of the i tems e l i g i b l e f o r i m p o r t , s u b j e c t t o c e r t a i n 

r e s t r i c t i o n s l i s t e d be low. 

Upon the r e c e i p t of B i l l s of Exchange t h e e x p o r t e r s approached 

the A s s i s t a n t Exchange C o n t r o l l e r of the branch of t h e S t a t e Bank 

concerned f o r t h e i s s u e of a v o u c h e r . No vouchers were i s s u e d 

where t h e voucher e n t i t l e m e n t s were l e s s than R s . 1 ,000. Those 

e x p o r t e r s who shipped i tems whose e n t i t l e m e n t came t o l e s s than 

Rs. 1 ,000 could accumulate voucher e n t i t l e m e n t s u n t i l t h e i r 

a g g r e g a t e v a l u e came t o Rs. 1*000, a t which t ime t h e y could 

o b t a i n t h e i r v o u c h e r s . Import l i c e n s e s a g a i n s t the vouchers were 

i s s u e d t o any e x p o r t e r f o r the f a c e v a l u e of the vouchers h e l d , 

u n l e s s i n t h e case of e x p o r t s of the i tems i n Schedule I t h e 

a g g r e g a t e v a l u e of t h e vouchers was Rs . 50,000 or more. In t h a t 

c a s e , t h e e.;: . .rter had t o apply f o r a t l e a s t f o u r i tems of import 

I n c l u d e d - i n schedule I i n order of p r e f e r e n c e . Where p o s s i b l e , 

t h e s e p r e f e r e n c e s were f o l l o w e d . The import l i c e n c e s were v a l i d 

f o r about s i x months from t h e d a t e of i s s u e , and imports could t a k e 

p l a c e a g a i n s t t h e s e l i c e n c e s anywhere i n P a k i s t a n November 

1 9 5 5 , PP. 4 3 - 5 6 . 7 . 

The c o n c e s s i o n s granted t o e x p o r t e r s under t h i s Scheme, 

which r a n f o r an I n i t i a l per iod u n t i l September 30, 1956, were i n 

a d d i t i o n t o normal l i c e n s i n g p r i v i l e g e s . A n o t h e r h e l p t o e x p o r t e r s 

extended a t t h i s t ime was t h e r e f u n d i n g of customs d u t i e s c o l l e c t e d 

on raw m a t e r i a l s which were used by i n d u s t r y i n t j ie manufacture of 

goods f o r e x p o r t o u t s i d e of P a k i s t a n . This was a l l o w e d only where 

t h e f u n c t i o n s of i m p o r t e r , m a n u f a c t u r e r , and e x p o r t e r yere combined 

i n a s i n g l e company November 1955 , pp. 1 - 2 J . 

In the l i s t of primary commodities ( s c h e d u l e I ) e l i g i b l e f o r 



vouchers only thos-e i t e m s which Had not been exported a t a l l or 

had moved -only i n i n s i g n i f i c a n t q u a n t i t i e s tfere i n c l u d e d . Items 

l i k e crushed bone, sheep c a s i n g s , mustard s e e d s , o i l c a k e s , and 

rape s e e d , which t o g e t h e r had accounted f o r 60 per cent of t h e 

earnings under the Export I n c e n t i v e Scheme, were exc luded, -he 

Government s t a t e d t h a t d e v a l u a t i o n had removed the main o b s t a c l e 

which stood i n the way of s a l e s o f P a k i s t a n ' s primary commodities 

and was a s u f f i c i e n t i n c e n t i v e i n i t s e l f . But the Government 

extended the o p e r a t i o n of the Scheme co a number of commodities 

as an a d d i t i o n a l i n c e n t i v e . The p r o v i s i o n of a 15 per cent import 

e n t i t l e m e n t was, t h e r e f o r e , f e l t to be a g r e a t concess ion to 

primary products producers on the pa r t of t h e Government. I t was 

thought t h a t t h i s a d d i t i o n a l earning power would enable e x p o r t e r s 

to meet the c o s t of market surveys i n c o u n t r i e s where o t h e r 

c o m p e t i t i o n s had a l r e a d y e s t a b l i s h e d t h e m s e l v e s . The Government 

a l s o s t a t e d t h a t the d u r a t i o n of the Scheme f o r a whole year 

(the Export I n c e n t i v e Scheme had o r i g i n a l l y been announced f o r a 

per iod of only s i x months, and l a t e r extended) would be a 

s u f f i c i e n t l y long per iod to' enable e x p o r t e r s t o e s t a b l i s h bus ines 

c o n t a c t s abroad and undertake market r e s e a r c h /~4> November 1955, 

pp. 1 - 2 _ 7 . 

In March, 1956 f i v e more manufactured i tems were made e l i g i b 

under schedule I I f o r earning v o u c h e r s , and one more item was 

added to the primary commodities i n schedule I A p r i l 195o, 

P» 49_7» During the shipping per iod January - June 1956 e a r n i n 0 s 

under the Scheme t o t a l l e d R s . 7 .64 m i l l i o n . In a d d i t i o n , exports 

under the Scheme during the second q u a r t e r of 1956 were almost 

double the earnings during the f i r s t q u a r t e r r e g i o n a l break 

down by q u a r t e r s i s shown i n Table I I . 
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TABLE I I 

EXPORT UNDER THE EXPORT PROMOTION SCHEME 
(January - June 1956) 

(thousand R s . ) 
From West Prom East 

Period Pakistan Pakistan T-oa3 

January-March 1956 1 5 5 . 6 2,554.1 2 ,709.7 
Apr i l -June 1956 874.3 4 062.4 4 ,936.7 

T o t a l 1 ,029.9 "oj'bl 6 .5 l Y o i t X 

Note: Post p a r c e l f i g u r e s Source: A l l f i g u r e s based cn 
not a v a i l a b l e . lata compiled by Export ' 

:/ing of O f f i c e of CCI&E? 

Govt, of P a k i s t a n , as c i t e d 
i n / 4| November 1956, 

PP. 4 - 9 J . 

On October 8, 1956 the Government .announced the e x t e n s i o n and 

r e v i s i o n of the Export Promotion Scheiae f o r another year from 

October 1 , 1956 t o September 30, ?957. Primary commodities were 

covered by schedule 1 . A t o t a l of t h i r t y - t w o i tems were e l i g i b l e , 

upon proof <jf e x p o r t , t o r e c e i v e import l i c e n s e s valued a t 1 5 per 

cent jqI* the f o r e i g n exchange earned. This could be used f o r the 

iiaport of any one or more of the f i f t y - e i g h t importable items 
2/ 

l i s t e d i n schedule 1 . Items of P a k i s t a n i manufacture i n schedule 

I I were t r e a t e d i n a manner s i m i l a r t o the* treatment under the 

p r e v i o u s schedule I I . The t h i r t y - t w o manufactured items l i s t e d 

in schedule I I r e c e i v e d import l i c e n s e s f o r 25 per cent of the 

f o r e i g n exchange earned. This was a p p l i c a b l e t o the import of any 

one or more of the raw m a t e r i a l s , packing m a t e r i a l s , or spares 

l i s t e d a g a i n s t each manufacture. A new a d d i t i o n i n t h i s per iod of 

the Promotion Scheme was a schedule I I I a l s o cover ing manufactured 

i t e m s . The e x p o r t a b l i tems n t h i s s c h e d u l e , numbering t w e l v e , were 

e l i g i b l e to- r e c e i v e vouchers worth 40 per cent of t h e amount exported. 

This was a p p l i c a b l e towards t h e import of any s p e c i f i e d i tems of 

machinery, raw m a t e r i a l s , or packing m a t e r i a l s l i s t e d a g a i n s t each 

export i tem ( s i m i l a r t o the import procedure under schedule I I ) . 

The l i s t of P a k i s t a n manufactures r e c e i v i n g t h i s added i n c e n t i v e 

contained t h e f o l l o w i n g : 

1 . Brass and copper w a r e s , a l l s o r t s 
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AluKd.ja.Ium wares 

3 . S u r g i c a l ias"Crum©£its 

4 . Musical instruments 

5. Cut lery 

6 . Machinery, t h e f o l l o w i n g : 

i . L a t h e s , d r i l l chucks , o i l e x p e l l e r s , o i l e n g i n e s , 

sugar cane crushers and p a r t s t h e r e o f , c e r t i f u g a l 

and deepwell t u r b i n e pumps 

i i . Sewing machines and p a r t s t h e r e o f 

i i i . Machine t o o l s i n c l u d i n g hand t o o l s 

7 . Trucks , b u c k e t s , s a f e s , despatch boxes , and h o s p i t a l 

f u r n i t u r e and equipment 

3. Hurricane l a n t e r n s 

9 . Cycle t i r e s and t u b e s , rubber s o l e s ana h e e l s , and 

s u r g i c a l rubber goods 

10. Locks and padlocks 

1 1 . S p e c t a c l e frames 

1 2 . P l a s t i c manufactures , a l l s o r t s . 

As i n the prev ious p e r i o d , no vouchers were i s s u e d f o r v a l u e s 

• under Rs.. 1 .000, but e x p o r t e r s could accumulate t h e i r e n t i t l e m e n t s 

"Unti l they equaled t h i s sum. Exporters had t o apply w i t h i n one 

month of the r e c e i p t of vouchers f o r t h e i r import l i c e n s e s . For 

those e x p o r t e r s i n schedule I wi th vouchers above R s , 5 0 , 0 0 0 , 

f o u r items had t o be l i s t e d i n order of p r e f e r e n c e , i n d i c a t i n g the 

p r o p o r t i o n a t e d i s t r i b u t i o n among the i tems when a p p l y i n g f o r import 

l i c e n s e s . The import l i c e n s e s themselves were v a l i d f o r s i x months 

from the date of i s s u e /~4, December 1956, pp. 54-57_7. 

The r a t i o n a l e behind the i n c l u s i o n of schedule I I I , wi th an 

e n t i t l e m e n t of 40 per c e n t , was t o provide those i n d u s t r i e s which 

l a r g e l y depended on imported raw m a t e r i a l s w i t h s u f f i c i e n t s u p p l i e s 

t o ensure p r o d u c t i o n , h e l p decrease c o s t s , and thereby r a i s e the 

volume of e x p o r t s of t h e s e i t e m s , In June, 1957 one more export 

i tem was added t o schedule I and f o u r i tems t o schedule I I which 



were e l i g i b l e f o r voucher earnings /~4> June 1957, P* 54_7* 

A review of the operat ion of the Export I n c e n t i v e Scheme and. 

the Export Promotion Scheme concluded t h a t the schemes, coupled 

with d e v a l u a t i o n and r a b a t e on import d u t i e s , had been maior 

f a c t o r s i n c u t t i n g c o s t s and encouraging growth of both smal l s c a l e 

and l a r g e s c a l e i n d u s t r i e s . A l s o , P a k i s t a n had been able t o 

Import a range of u s e f u l i tems under the earnings of the schemes» 

But some bad e f f e c t s of the schemes a l s o were touched upon. 

Various m a l p r a c t i c e s by e x p o r t e r s were r e p o r t e d and complaints abou 

the cumbersome operat ions were r e l a t e d . An Export Promotion Board 

was s e t up a t t h i s time t o rev iew a l l measures r e l a t i n g t o 

export promotion and h e l p c o r r e c t any m a l f u n c t i o n s . L a s t l y , 

the review /%t A p r i l 1958, pp. 1 -5_7 shewed a summary of the 

schemes ana t h e i r earnings as shown i n xab le I I I . 

The M i n i s t r y of Commerce i n a Press Note on October 1 5 , 

1957 aga in extended the Export Promotion Scheme f o r a per iod of 

one y e a r from October 1 , 1957 t o September 3 1 , 1958. In another 

announcement on January 22, 1958, v a r i o u s changes were made in the 

Scheme. The minimum l i m i t of Rs. 1,000 below which vouchers were 

not i s s u e d was lowered t o Rs . 250, and import l i c e n s e s were made 

v a l i d f o r one month i n s t e a d of s i x months as p r e v i o u s l y . A l s o 

v a r i o u s minor a d d i t i o n s and changes were made t o the three 

schedules /~4, February 1958, pp. 51-52_/. 

The Export Promotion Scheme was f u r t h e r extended and a l t e r e d 

on July 5, 1958. I t was made a p p l i c a b l e t o e x p o r t s through 
8/ 

June 30, 1960 , The three p r e v i o u s schedules were r e t a i n e d , but 

with v a r i o u s changes made i n the number of e x p o r t s covered, as 

f o l l o w s : 

Schedule I - 9 export i tems added 

Schedule I I - 55 export i tems added 

Schedule I I I - 42 export i tems added 

a l s o schedules I I and I I I became schedules I I I and IV r e s p e c t i v e l y 

i n order t o c r e a t e a new primary goods schedule ( I I ) . This l i s t 
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e i g h t e e n KYpiT.tir'^ jvK tkj&Qts w©2*e e n t i t l e d t o 

r o e e i v e voucirsrs v a l u e d a t 10 per c e n t of the f o r e i g n exchange 

earned, f o r t h e import of goods importab le under s c h e d u l e I of t h e 

Scheme and/or machinery and equipment r e q u i r e d f o r the product ion 

of t h e i tems e x p o r t e d . 

In a d d i t i o n , t h e Government d e c i d e d t h a t 5 per cent of 
i1 i 

exchange e a r n i n g s from the e x p o r t of manufactures i n c l u d e d i n 

s c h e d u l e s I I I and IV could bo u t i l i z e d f o r t h e import of the i tems 

a d m i s s i b l e under schedule I . This 5 per cent had t o be w i t h i n the 

t o t a l e n t i t l e m e n t a d m i s s i b l e i n the case of t h e e x p o r t of t h e 

v a r i o u s i t e m s . The import e n t i t l e m e n t on t h e e x p o r t of a r t s i l k 

f a b r i c s was r a i s e d from 25 per cent t o 50 per cent a t the same 

time /~4, August 1958, pp. 5 - 4 , 24_7* 

A s p e c i a l Export Promotion Scheme f o r Mil l-made Cotton 

T e x t i l e s was s e t up on June 1 2 , 1958 t o run f o r one y e a r . T h i s 

a p p l i e d only1 t o c o a r s e and medium v a r i e t i e s of y a r n and c l o t h . 

E x p o r t e r s were e n t i t i l e d t o r e c e i v e import l i c e n s e s f o r v a l u e s 

equal t o 25 per c e n t and 10 per cent of the FOB v a l u e of c l o t h 

and y a r n r e s p e c t i v e l y . Vouchers were i s s u e d f o r R s . 5>000 and 

m u l t i p l e s t h e r e o f ( lowered t o R s . 1,000 on August 26, 1958 ) ana 

h o l d e r s of vouchers had t o a p p l y f o r import l i c e n s e s w i t h i n s i x 

months of the exchange t r a n s a c t i o n . The import l i c e n s e s , i n t u r n , 

had t o be used w i t h i n s i x months f o r t h e import of s p e c i f i e d 

machinery and c h e m i c a l s j T 4 , J u l y 1958, pp. 56-57^7". 

Even though t h e Export Promotion Scheme had been extended 

i n d u r a t i o n u n t i l June 30, 1960, t h e new regime a b r o g a t e d i t on 

January 1 5 , 1960 w i t h t h e announcement of the Export Bonus Scheme. 

F i g u r e s a r e not p r e s e n t l y a v a i l a b l e t o e v a l u a t e t h e o v e r a l l 

e f f e c t and s i g n i f i c a n c e of the Promotion Scheme, but i t i s obvious 

t h a t i t had i n h e r e n t i n i t many of the same weaknesses as the 

e a r l i e r Export I n c e n t i v e Scheme. P r i m a r i l y , t h i s weakness was due 

t o the opin ion of the Government t h a t any type of i n c e n t i v e i n 

a d d i t i o n t o d e v a l u a t i o n was merely a f a v o u r , and t h a t e x p o r t e r s 
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should be a b l e t o compete i n the world market because of d e v a l u a t i o n . 

This i s shown by the f a c t t h a t the i tems which had moved most 

r a p i d l y under the e a r l i e r I n c e n t i v e plan were excluded from the 

Promotion Scheme, s i n c e they were presumed t o have become e s t a b l i -

shed. Obviously with t h i s type of a t t i t u d e the Government was unable 

t o provide a system of i n c e n t i v e s designed t o s i g n i f i c a n t l y s t e p up 

export performance. Other weaknesses were the u n c e r t a i n t y about the 

durat ion of the Scheme, i t s v e r y l i m i t e d c o v e r a g e r and the low 

r a t e of bonus. Another p o s s i b l e weakness might have been the l a c k 

of l i b e r a l p r o v i s i o n f o r imports t o accompany t h e i n c e n t i v e s . 

Perhaps the monetary bonus by i t s e l f was not enough i n l i g h t of 

l i m i t e d s u p p l i e s of n e c e s s a r y i n p u t s f o r p r o d u c t i o n . 

Time a f t e r time the d i f f e r e n t i n c e n t i v e s were extended and 

changed in hopes t h a t one more year would w i t n e s s s i g n i f i c a n t 

s t r i d e s . The f a i l u r e of t h i s type of a t t i t u d e i s shown by the 

sad shape of export earnings a t t h e t ime of the R e v o l u t i o n i n 

October, 1958, a f t e r f i v e y e a r s of i n c e n t i v e schemes. The f a i l u r e 

of the schemes can be l a i d t o t h e i r l i m i t e d scope. C e r t a i n l y 

the i tems which were inc luded i n the schemes i n c r e a s e d i n terms 

of export performance, but t h e y were an i n s i g n i f i c a n t p a r t of 

t o t a l exports and t h e r e f o r e t h e i r improvement had no apparent 

i n f l u e n c e on export earnings as a whole. 

THE EXPORT INDUSTRIES SPECIAL LICENSING SCHEME - JUNE 1 , 
1957 TO MAY 31, 1958 

One of the major draw backs of the Export Promotion Scheme 

was the requirement t h a t f i r m s have export performance t o t h e i r 

c r e d i t b e f o r e b e i n g a b l e t o import needed m a t e r i a l s . The Government 

decided i n May, 1957 t h a t one of t h e main hindrances t o export 

promotion i n some l i n e s of manufactured goods was t h e inadequate 

supply of imported rav; m a t e r i a l s needed f o r the manufacture of 

goods. The Export Promotion Scheme provided f a c i l i t i e s f o r t h e 

import of s p e c i f i e d i tems t o some e x t e n t , but did not f i l l the 

need i n a l l c a s e s , a s i t r e q u i r e d exports t o be e f f e c t e d b e f o r e 
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the i n a u s t r i a l i s t became e n t i t l e d t o an import l i c e n s e . There 

were i n e x i s t e n c e some f i r m s capable of manufacturing q u a l i t y as 

and marketing them abr-oad. i f s u f f i c i e n t Q u a n t i t i e s of raw m a t e r i a l s 

were a v a i l a b l e t o them 

In order t o meet t h i s need, the Export I n d u s t r i e s S p e c i a l 

L i c e n s i n g Scheme was announced on May 3 1 , 1957 and ran u n t i l 

May 3 1 , 1958, The Scheme provided f o r the import of raw m a t e r i a l s 

and packing m a t e r i a l s not produced i n Pakis tan f o r the manufacture 

and packing of goods dest ined f o r r t . The Scheme contained 
I 

the f o l l o w i n g c l a s s e s of manufactures: 

1 . E s t a b l i s h e d i n d u s t r i a l importers 

2 . Other manufacturers who had no e s t a Dlished import 

c a t e g o r i e s , but who could s a t i s f y the Government of 
V- * 

t h e i r a b i l i t y t o export t h e i r proaucts i f the needed 

raw m a t e r i a l s or manufacturing were made a v a i l a b l e t o 

them. y • N ' * 

The schedule l i s t e d t h e i r y - s e v e n items e l i g i b l e f o r the b e n e f i t s 

of the Schems. Against each item was l i s t e d t h e i tems of raw 

m a t e r i a l s and packing m a t e r i a l s which could be imported i n advance 

and the performance s t i p u l a t e d t o q u a l i f y f o r the b e n e f i t s . 

Below are some examples of t h i s type of export requirement: 

A r t i f i c i a l Leather Cloth - 250 per cent of the va lue ox 

imported m a t e r i a l s , or 100 yards of f i n i s h e d c l o t h f o r 

eyery Rs , 200 worth of imported m a t e r i a l s , 

Bocj| P o l i s h - One ton of boot p o l i s h f o r every Rs. 2,590 

worth of imported m a t e r i a l s ( i n c l u d i n g - R s . 1 ,760 worth of 

T i n p l a t e , T i n s t r i p , and Aluminium F o i l , and Rs. 330 worth of 

other m a t e r i a l s out of the s p e c i f i e d l i s t ) . 

E l e c t r i c Bulbs - 3&3 f i n i s h e d e l e c t r i c bulbs f o r imported 

m a t e r i a l worth Rs. 100. 

Macaroni, S p a g h e t t i , and V e r m i c e l l i - ' 2 0 t imes the value 

of imported m a t e r i a l s . /~4, May 195S, p . 29_7» 

Advance l i c e n s e s were g iven f o r the raw m a t e r i a l s and packing 
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m a t e r i a l s , s u b j e c t t o l i m i t s f i x e d by the Government i n 

each c a s e . But these l i m i t s could not exceed the minimum amounts 

f o r which raw m a t e r i a l s 1 import l i c e n s e s were given t o the 

i n d u s t r i e s through the normal import l i c e n s i n g procedure during any 

of the previous t h r e e shipping p e r i o d s . As f o r as p o s s i b l e , 

p r e f e r e n c e was g i v e n i n grant ing l i c e n s e s t o the f i r m s which 

had the l a r g e s t export performance in the p a r t i c u l a r l i n e s during 

the prev ious t h r e e sh ipping p e r i o d s . The advance l i c e n s e s were 

i s su e d on the understanding t h a t the a p p l i c a n t s would export 

manufactured goods of FOB value i n a p r e v i o u s l y determined r a t i o 

t o the va lue of the l i c e n s e s i s s u e d . For those i n d u s t r i e s which 

had made previous e x p o r t s of the i tems inc luded in the S p e i c a l 

L i c e n s i n g Scheme, these p r i v i l e g e s were extended only t o those 

e x p o r t s over and above the maximum performance during preceding 

shipping p e r i o d s (when the Schems was not in o p e r a t i o n ) . 

Manufacturers were al lowed s i x months from the date of i s s u e 

of the l i c e n s e s 1i© export the goods r e q u i r e d . For those f i r m s 

f a i l i n g i n t h i s endeavor, an amount p r o p o r t i o n a l t o the s h o r t f a l l 

i n e x p o r t s was deducted from the normal and/or commercial l i c e n s e s 

which the f i r m would otb-e-rwise have r e c e i v e d i n the? shipping period 

immediately f o l l c w i r r g the e x p i r a t i o n of the s i x mppth p e r i o d . In 

c a s e s where the v a l u e of r e g u l a r l ic-or^os d id ntffc cover the advance 

l i c e n s e s , the remainder was taken out i n the next shipping p e r i o d . 

This proceedure a p p l i e d both t o f i r m s e x p o r t i n g only p a r t i a l 

requirements and t h o s e making no exports under the Scheme. 
i 

Import l i c e n s e s were v a l i d i o r f i v e months from date of i s s u e . 

Imports a g a i n s t t h e s e l i c e n s e s were al lowed only in t h a t Wing of 

Pakis tan i n which the a p p l i c a n t f i r m was l o c a t e d . The Small 

I n d u s t r i e s Corporation handled the mass import and d i s t r i b u t i o n 

of m a t e r i a l s and assurea the export of r e q u i r e d items i n r e t u r n f o r 

those small i n d u s t r i e s over which i t had c o n t r o l . I t was c l e a r l y 

s t a t e d t h a t e x p o r t e r s a g a i n s t whom complaints were r e c e i v e d about 

poor q u a l i t y or non-conformity w i t h the agreed s p e c i f i c a t i o n s 
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rendered themselves l i a b l e t o being denied the b e n e f i t s of the 

Scheme. I n d u s t r i e s also- i n c l u d e d under the Promotion 

Scheme were e n t i t l e d t o r e c e i v e t h e b e n e f i t s , of b o t h , provided 

t h a t they exported enough t o meet the requirements of the l i c e n s e s 

granted t o them under the S p c i c a l Scheme as w e l l as those under 

the Export Promotion Scheme June 1957; PP» 1 - 3 J » Various 

a l t e r a t i o n s i n the items of export e l i g i b l e f o r advance imports 

and the i tems importable a g a i n s t s p e c i f i c i tems were made on 

The S p e c i a l L i c e n s i n g Scheme was l i m i t e d i n scope and was not 

renewed a f t e r i t s one y e a r of e x i s t e n c e . l e t i t foreshadowed l a t e r 

attempts t o provide manufacturers w i t h the n e c e s s a r y imported 

components so that they could manufacture f o r e x p o r t . This l a t e r 

p r o v i s i o n of advanced m a t e r i a l s was p r i m a r i l y extended through 

the import l i c e n s i n g procedure r a t h e r than through the Export 

Bonus Scheme, a l though anyone was. f r e e t o buy Bonus Vouchers and 

import any of the items e l i g i b l e f o r import . 

The t h r e e i n c e n t i v e schemes p r i o r t o the Revolut ion were 

v a l u a b l e exper ience i n the f i e l d of export promotion. The 

d i s c o u r a g i n g r e s u l t s during t h i s per iod helped make the Export 

Bonus Scheme a much sounder program. The Government found t h a t 

P a k i s t a n i manufacturers were not able t o compete i n i n t e r n a t i o n a l 

markets s u c c e s s f u l l y and t h a t they needed he lp on a long-term 
a 

b a s i s . A l s o i t became apparent t h a t i n order t o boost t o t a l export 

earnings s i g n i f i c a n t l y , i n c e n t i v e s would have t o apply t o a 

l a r g e segment of i tems exported or those wi th the p o s s i b i l i t y of 

being exported with proper encouragement. The s u g g e s t i o n s of 

the Export Promotion Committee and the l e s s o n s learned from the 

v a r i o u s i n c e n t i v e s were blended i n t o the new Export Bonus Scheme 

announced on January 1 5 , 1960. 

Although the a n a l y s i s g i v e n above i s incomplete , i t does 

show t h e attempts made t o i n c r e a s e t r a d e . F a i l u r e can be blamed 

A p r i l 1 9 , 1958 May 1953, p . 29_7. 
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problem -han on a l a c k of attempts t o a l l i e v i a t e i t * The 

schemes were undertaken in a l l s i n c e r i t y , but they were 

inadquate t o cope w i t h t h e long-term problems f a c i n g t h e P a k i s t a n 

economy. 

NEW INITIATIVES TAKEN BY TPIE GOVERNMENT AFTER THE 
REVOLUTION 

Soon a f t e r t h e new regime took c o n t r o l m i l i t a r y law 

i n October , 1958, s e v e r a l s top-gap measures were i n s t i t u t e d t o 

c o n t r o l the domestic economy and the f o r e i g n exchange s i t u a t i o n . 

Because of t h e confused import l i c e n s i n g s i t u a t i o n cou;. w i t h 

s e r i o u s balance of payments problems, a temporary f r e e z e -was 

p laced on a l l u n u t i l i z e d import l i c e n s e s as of December 3 1 , 1958. 

T h i s was necessary because payments p r e s s u r e s had been s t e a d i l y 

i n c r e a s i n g during 1956-57 and 1957-58, and reached a peak in 

July-September 1958 when the c u r r e n t account d e f i c i t r o s e t o 

R s . 163.2 m i l l i o n , t h e h i g h e s t l e v e l s i n c e 1952. At t h e 

same t ime 

g o l d , d o l l a r , and s t e r l i n g r e s e r v e s reached a new low at the end of 

September, 1958, standing at Rs , 726.2 m i l l i o n , l e s s than enough t o 

meet t h r e e month's payments. The new regime promised t o u n - f r e e z e 

t h e outstanding l i c e n s e s as soon as a complete survey -was taken of 

t h e amount of l i c e n s e s held by t r a d e and industry / " l , p p . 34-36_/, 

Other short- term and long- term measures were adopted t o 

h a l t the d e t e r i o r a t i n g s i t u a t i o n . C r e d i t c r e a t i o n in t h e Government 

s e c t o r was s h a r p l y cut and borrowing by t h e S t a t e Bank in the form 

of ad hoc Treasur B i l l s was s topped. New c o n t r o l s were i n s t i t u t e d 

t o prevent smuggling, both a cause and a syaptcm of l e a k a g e s from 

t h e exchange c o n t r o l , and h o l d e r s of f o r e i g n exchange were asiced t o 

d e c l a r e and surrender a l l f o r e i g n a s s e t s i l l e g a l l y held by them t o 

the S t a t e Bank, For t h i s purpose an amnesty was granted f o r 

d e c l a r a t i o n s made in the s p e c i f i e d t i m e , r e s u l t i n g in the t u r n o v e r 

of Rs , 82,2 m i l l i o n . At the same t i m e , a d e l i b e r a t e p o l i c y o f 

i n c r e a s i n g f o r e i g n exchange r e s e r v e s t o a s a f e l e v e l was i n s t i t u t e d , 
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import and exchange c o n t r o l s . An i n d i c a t i o n of the success . of these';' 

bold s t e p s was the decrease i n the r a t e of i n c r e a s e i n the money-

supply . I t rose by 9 per cent over the three year period from 

1953-59 t o 1960-61, as a g a i n s t 37 per cent in the preceding t h r e e 

year period /~~1 , pp. 34-36_7. 

By January, 1959 the Government had been a b l e t o e v a l u a t e 

the economy, t o des ign p o s i t i v e p o l i c i e s t o c o r r e c t i t s weaknesses, 

and t o r e p l a c e the emergency s top-gap measures. The M i n i s t e r of 

Commerce, Mr. Z u l f i k a r A l i Bhutto, announced the bold new changes 

i n a press conference on January 1 4 , 1959. A f t e r r e v i e w i n g the 

reasons f o r the s e r i o u s s i t u a t i o n ija the f o r e i g n exchange s e c t o r 

of the economy, and the indadequate s t e p s taken t o c o r r e c t t h i s • 

s i t u a t i o n by the former regime, he l i s t e d s e v e r a l new plans t o he lp 

aspects of the problem. One was the Export Bonus Scheme which 

would not only expand the export s e c t o r , but would a l s o l i b e r a l i s e 

imports w i t h i n the l i m i t s of f o r e i g n exchange r e s o u r c e s , A new 

procedure was s e t up by the S t a t e Bank t o c e t r a l i z e the handl ing 

of f o r e i g n exchange. Under the system import l i c e n s e s were t o 

be i s su e d only upon a c c r u a l of f o r e i g n exchange e a r n i n g s , thus 

e l i m i n a t i n g t h e dangers of e x c e s s budgeting of f o r e i g n exchange. 

£or t h i s purpose t h r e e accounts were e s t a b l i s h e d which were 

cont inuously suppl ied by incoming f o r e i g n exchange ( a f t e r t h e 

Government made p r o v i s i o n s f o r b u i l d i n g up r e s e r v e s t o a s a f e 

l e v e l ) . Account No. I contained 20 t o 1+0 per cent of f o r e i g n 

exchange earnings from exports of items e l i g i b l e f o r bonuses under 

the Bonus Scheme f o r the purpose of i s s u i n g bonus import l i c e n s e s . 

The balance of f o r e i g n exchange earnings was t o be d i v i d e d i n t o 

Account No. I I f o r Government imports and Account No, I I I f o r 

p r i v a t e i m p o r t s . 

Another s t e p taken was a new process of export t r a d e c o n t r o l . 

P r e v i o u s l y only those goods s p e c i f i e d by the Government could be 

exported, a l l others be ing banned. The Government changed t h i s 
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p o l i c y a*vi only th?oo ii>oa»o b^caus** o f t h e i r e s s e n t i a l 

r o l e in the c o u n t r y T s economy and s e c u r i t y , were p r o h i b i t e d f o r 

e x p o r t . Thus, only s i x t e e n i tems were included on the l i s t , a l l 
t 

others being f r e e l y e x p o r t a b l e . Other s t e p s included increased 

f a c i l i t i e s f o r businessmen and i n d u s t r i a l i s t s t o t r a v e l abroad and 

s e t up o f f i c e s , s i m p l i f i c a t i o n of the procedure f o r r e b a t e of 

import d u t i e s paid on raw m a t e r i a l s used i n the production of 

exported goodsj and c o n s i d e r a t i o n of t a x p r i v i l e g e s f o r t r a d e r s . 

S i m p l i f i c a t i o n of export c o n t r o l by means of c e n t r a l i z a t i o n in the 

M i n i s t r y of Commerce, and s i m p l i f i c a t i o n of customs f o r m a l i t i e s 

were a l s o i n s t i t u t e d . 

Mr. Bhutto o u t l i n e d Government p o l i c y concerning the proposed 

s h i f t from a f u l l y r e g u l a t e d economy t o a f r e e r economy. The use 

of Export Bonus Vouchers was intended t o r e p l a c e i n some cases the 

need f o r s p e c i f i c import l i c e n s e s out of the funds i n Account 

No. I I I . This change would take t i m e , however, and he s t r e s s e d t h a t 

i n t e r m e d i a t e s t e p s would be taken t o sa se the change-over . In some 

i n d u s t r i e s earnings of export vouchers were expected t o cover 

requirements of raw m a t e r i a l s and spare p a r t s . These i n d u s t r i e s 

were t o r e c e i v e import l i c e n s e s from Account No. I l l only u n t i l 

they had accumulated Bonus Vouchers s u f f i c i e n t t o r e p l a c e t h e i r 

prev ious source of imports . For other i n d u s t r i e s Voucher earnings 

were not expected t o cover a l l import requirements and i n these 

cases s p e c i f i c l i c e n s e s would c o n t i n u e . F i n a l l y , f o r non-export 

i n d u s t r i e s e s s e n t i a l f o r the n a t i o n a l economy and f o r e s s e n t i a l 

commodities f o r the domestic market l i c e n s e s would continue t o be 

i ss u ed out of Account No. I l l /~4, February 1959, pp. 5 - 7 , 9 J * 

Although many changes were i n s t i t u t e d i n January, 1959 t o 

r e v i v e the economy and s t e p up f o r e i g n t r a d e , the primary ones 

were the i n t r o d u c t i o n of the Export Bonus Scheme and the gradual 

but continuous l i b e r a l i z a t i o n of imports as announced every s i x 

months i n the Import P o l i c y pronouncement.. The l a t t e r , change, 

i n some ways l e s s s p e c t a c u l a r and a more gradual change than the 
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higher than the July-December 19 53 c e i l i n g s The i n c r e a s e i n the 

c - s e of" machinery was arbout 42 per cent. 

Severa l changes were a l s o made in the l i c e n s i n g procedure. 

F i r s t , some i n d u s t r i e s and items were i s s u e d l i c e n c e s f o r import 

on an annual b a s i s f o r the f i r s t time. This was not an e n t i r e l y 

new idea 5 s ince in the past c e r t a i n commodities under a id were 

l i c e n s e s a n n u a l l y , but i t s scope was widened and i t now appl ied 

to cash l i c e n s e s a l s o . This s tep was taken to ensure a r e g u l a r 

f l o w of e s s e n t i a l items i n t o the country and to enable the importers 

to import the goods on more f a v o r a b l e terms. Secondly , an amais.as-~~ 
11/ 

t ion of c a t e g o r i e s was completed. The purpose was to enable 

importers to concentrate on t h e i r main l i n e s o f b u s i n e s s , to 

reduce the number of c a t e g o r i e s , and to e l i m i n a t e the n e c e s s i t y of 

i s s u i n g l i c e n s e s f o r small amounts. For the same; reasons , the 

Government decided to group small - l i c e n s e holders t o g e t h e r f o r the 

i s s u e o f l i c e n s e s . This was being done f o i - a i d l i c e n s e s at the 

time of- the announcement, and w?s. s l a t e d to be extended to cash 

l i c e n s e s a l s o . . 

Mr. Bhutto a l s o announced that i t would be. imposs ib le to a l low 

newcomers i n t o the .import s e c t o r , i n l i g h t of the l i m i t e d amount 

of exchange. lie p o i n t e d out that the current importers, were g e t t i n g 

only a f r a c t i o n of t h e i r import c a t e g o r i e s , and i t was d i f f i c u l t 

to keep i n d u s t r i e s suppl ied .with enough imported raw m a t e r i a l s 

and sp?re p a r t s . However, he s t r e s s e d that .imports were a v a i l a b l e 

to o u t s i d e r s , as to everyone, under the Bonus Scheme>/~4, J u l y 1959, 

pp. 1 - 1 7 ? . 

The Government a t tempted. to help encourage t rade i n t h i s 

per iod through the establ ishment o f a d d i t i o n a l b a r t e r and t r a d e 

agreements. From 1948 to uhe end. of 19 59 the Government of P a k i s t a n 

had concluded s e v e n t y - f i v e trade agreements with t w e n t y - e i g h t 

corn t r i e s and had entered i n t o barter- dea ls with twenty c o u n t r i e s . 

The n a t i o n a l s o had concluded, major long-term agreements or 

t r e a t i e s with three c o u n t r i e s : B r i t i a n , I r a n , and the United S t a t e s . 
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But ottfc of t h i s number, fchrcs of tfes severity—five t r a d e agreements, 

f o u r t e e n o f the twenty b a i t e r d e a l s , and tT,o of the three major 

agreements were concluded- in 195S by the new regime f 4 , March 

1960, pp. 14-16/ . Other measures ta'.ien during the y e a r were the 

establ ishment of two Inland f r e i g h t Rates Committees and an 

Overseas F r e i g h t Study Committee to help the expert t r a d e . In 

a d d i t i o n , two Export Promotion C o u n c i l s , f o r cotton t e x t i l e s and 

cot ton , were e s t a b l i s h e d . 

J^FDARY - JUKE 1960 

The Import P o l i c y f o r January-June 1960, announced by the 

Chief C o n t r o l l e r o f Imports and Exports on December 29, 1959, 

continued the trend towards more l i b e r a l l i c e n s i n g a l l o c a t i o n s . 

The l i s t o f l i c e n s a b l e items stood at 200 di-.rin;: t h i s p e r i o d , wi th 

the only d i f f e r e n c e from the prev ious l i s t being' the removal of 

newsprint from the l i s t . Out of t h i s l i s t , 38 items were e x c l u s i v e l y 

l i c e n s a b l e to i n d u s t r i a l consumers, and 7 items were meant only 

f o r East P a k i s t a n . The new p o l i c y was designed to achieve two 

o b j e c t i v e s } to i n c r e a s e product ion in the country and to Increase 

the s u p p l i e s of consumer goods in the m?rket. The g e n e r a l l e v e l 

of l i c e n s i n g f o r most items remained the same as in the preceding 

p e r i o d , with some i n c r e a s e d l e v e l s . G e n e r a l l y there was an 

i n c r e a s e of over 9 p e r cent i n the t o t a l budget f o r consumer goods 

/ ~ 4 , February 1960, pp. 1 6 - 1 7 / . 

A major s tep towards l i b e r a l i z a t i o n during t h i s per iod was 

the c r e a t i o n of an ' 'automatic approval system" f o r drugs and 

medicines. This s tep was a p r e d e c e s s o r to the Automatic l i c e n s i n g 

system which was l a t e r se t up. The l i b e r a l i z a t i o n i n the import 

of drags and medicines was s u b j e c t to c e r t a i n safeguards a g a i n s t 

the p o s s i b i l i t y of i n d i s c r i m i n a t e i ssuance o f l i c e n s e s and e x c e s s i v e 

import o f i n e s s e n t i a l types of drugs and. medic ines . Within these 

l i m i t s , importers were a l lowed to import 250 per cent o f t h e i r 

category i f i t was betw* en Rs. 5,000 and Rs* 100,000, and 150 per cent 

i f t h e i r category was above R:„ 100,000. I n a d d i t i o n , they 
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were e n t i t l e d t o &£ditiottsl lioens&& as soon as prev ious 

ones had been u t i l i s e d f u l l y and p r o p e r l y . Also chemists and 

d r u g g i s t s who had been i n the business f o r a long per iod but were 

not r e g i s t e r e d as importers were e n t i t l e d to apply f o r l i c e n s e s , 

f i n a l l y , the i n d u s t r i a l c a p a c i t y i n the country which produced 

drugs and medicines was s u p p l i e d with raw m a t e r i a l s at 100 per cent 

of t h e i r a s s e s s e d requirements, This "-as the f i r s t s tep on the 

ro-d bac . towards l i b e r a l l ie-easing under Open General L i c e n s i n g 

(uGL) ana Automatic l i c e n s i n g . 

The i n d u s t r i a l bias i n the Import P o l i c y was continued, 

although a gradual s h i f t towards more l i c e n s i n g f o r everyday 

consumer items s t a r t e d i n t h i s p e r i o d . A speed up i n the i ssuance 

of l i c e n s e s a f t e r the announcement of the p o l i c y was attempted 

f o r both cash and. a i d l i c e n s e s . Also an amalgamation of c a t e g o r i e s 

f o r commercial i m p o r t e r s , s t a r t e d i n 1956, was f i n i s h e d and a book 

of c a t e g o r i e s was publ ished. In Karachi a new l i c e n s i n g procedure 

f o r commercial importers was se t i n motion on January 1 , 1960. 

This system s h i f t e d some of the l i c e n s i n g work onto Scheduled 

Banks and provided pass bocks f o r the i n d i v i d u a l imports and a 

book o f c a t e g o r i e s / ~ 4 , February 1960, pp. 32-36/. 

On March 28, 1960, the Government announced a f u r t h e r r e l e a s e 

of f o r e i g n exchange f o r the import o f c e r t a i n consumer and producer's 

goods. A d d i t i o n a l l i c e n s e s were i s s u e d f o r t h i r t e e n commercial i tems 

(cons mer goods) and to twelve i n d u s t r i e s engaged i n the product ion 

of consumer goods f o r a d d i t i o n a l raw m a t e r i a l s ' imports jT4, May 

1960, pp. 47-48?. 

JULY - DECEMBER 1960 

A f t e r the exper ience o f p u t t i n g drugs and medicines on 

Automatic l i c e n s i n g i n the prev ious p e r i o d , t h i s p r a c t i c e was 

continued and expanded to a l a r g e r s e c t o r of the economy, During 
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t h i s shipping p e r i o d twenty-e ight items were pieced, on Automatic 

l i c e n s i n g i n the same way that drugs and medicines had been 

b e f o r e . These items inc luded e s s e n t i a l i n d u s t r i a l raw m a t e r i a l s and 

v i t a l co sumer goods. Che reasons giver, f o r t h i s l i b e r a l i z a t i o n , 

in a d d i t i o n to a more f a v o r a b l e f o r e i g n exchange p o s i t i o n , were the 

d e s i r e to provide recognized i n d u s t r i a l c a p a c i t y wi th adequate raw 

m a t e r i a l s Co wor!.c e f f i c i e n t l y and c o m p e t i t i v e l y , and the d e s i r e to 

s t a b i l i z e the p r i c e s of e s s e n t i a l consumer goods at a reasonable 

l a v s l through i n c r e a s e d supply . I t was est imated that with the 

raw m a t e r i a l s p laced on Automatic l icensing: some 130 i n d u s t r i e s , 

i n c l u d i n g a«,ior i n d u s t r i e s engaged i n the manufacture of consumer 

goods, would be provided with e s s e n t i a l raw m a t e r i a l s adequate 

to o p e r a t e a t 100 per cent of s i n g l e s h i f t c a p a c i t y . In most 

cases i n d u s t r i a l consumeis e n t i t l e d to r e c e i v e d l i c e n s e s f o r these 

goods received, them at 100 per cent o f a s s e s s e d c a p a c i t y . Upon 

proof of u t i l i z a t i o n o f e a r l i e r l i c e n s e s , they had. the r i g h t to 

apply f o r another l i c e n s e . Com.aercial importers of these items 

l i k e w i s e could- reapply f o r another l i c e n s e a f t e r proper u t i l i z a t i o n . 

Even with the l i b e r a l l i c e n s i n g of these i t s . s , there were cases 

where e s s e n t i a l items were not inc luded. In these i n s t a n c e s the 

Government expected industry to use Bonus Vouchers to meet t h e i r 

a d d i t i o n a l needs i n o r d e r to o p e r a t e at 100 per cent of s i n g l e 

s h i f t c a p a c i t y . 

In the consumer s e c t o r t h e r e were complaints of shortages of 

e s s e n t i a l goods a n d . i n c r e a s e s in t h e i r p r i c e s . The s u c c e s s f u l 

exper ience of p lac ing drugs and. medicines on Automatic l i c e n s i n g , 

which ved the supply of a l l e s s e n t i a l medicines at reasonable 

p r i c e s , l e d the Government to p l a c e a d d i t i o n a l consumer items 

under t h i s system. The l i s t a l s o contained items to help a g r i c u l t u r a l 

product ion, speed the development o f f i s h i n g , and. items meant 

e x c l u s i v e l y f o r i a s t Pa'cist an. Commercial importers r e c e i v e d 

i n i t i a l l i c e n s e s at 100 per cent of t h e i r c a t e g o r i e s , and repeat 

l i c e n s e s in the usual manner. 
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Xrt a d d i t i o n t-o- fc-lae Automatics Bfesis. a~f lio-oKfisins» Automatic 

l i c e n s i n g f o r i n d u s t r i e s was begun i n t h i s p e r i o d , I h i s p o l i c y 

al lowed f o u r t e e n s p e c i f i e d i n d u s t r i e s to r e c e i v e i n i t i a l l i c e n s e s 

f o r t h e i r import requirements at 100 per cent of assessed s i n g l e 

s h i f t c a p a c i t y . Also repeat l i c e n s e s were i s s u e d a f t e r 100 per cent 

u t i l i z a t i o n of previous l i c e n s e s . The d i f f e r e n c e between the two 

xinds of automatic l i c e n s i n g r e s t e d on the c l a s s i f i c a t i o n of import 

covered. Under the Automatic B a s i s o f l i c e n s i n g the import of any 

items (raw m a t e r i a l s or spare p a r t s ) l i s t e d was a l lowed at a. . 

percentage o f ent i t lement or assessment by e i t h e r commercial o r 

i n d u s t r i a l importers . On the o t h e r hand, Automatic l i c e n s i n g f o r 

i n d u s t r i e s (no commercial importers) provided f o r the import of . 
i . • 

a l l requirements of the i n d u s t r i e s l i s t e d , ss w e l l as repeat 

p r i v i l e g e s ( i . e . based on the i n d u s t r y , not the i tem imported). 

In the case of some goods imported both under normal l i c e n s i n g 

and under Bonus, a p r i c e d iscrepancy arose, . S ince the Bonus 

Vouchers were bought at a premium, t.ie cost o f items imported i n 

t h i s manner was higher than the cost when imported under normal 

l i c e n s i n g procedure, N a t u r a l l y , the p r i c e of goods imported 

under normal l i c e n s i n g - as the same as the "price under Bonus.. In 

order to e l i m i n a t e t h i s w i n d f a l l p r o f i t under normal l i c e n s i n g , 

c e r t a i n i tems had to be removed from Bonus import and l i c e n s e d 12/ 

e x c l u s i v e l y under normal procedure The items removed were 

e s s e n t i a l consumer goods whose h i g h e r p r i c e d r a s t i c a l l y hurt the l o 

income consumers.. C e i l i n g s f o r import under the new system were set 

so that they would be no l e s s than what was imported during the 

f i r s t shipping per iod under normal l i c e n s i n g p l u s Bonus l i cens ing: . 

Tie l i c e n s a b l e l i s t f o r July-December 1960 contained 188 itema 

v e r s u s 200 items in the previous l i s t . Eleven items regarded as 

luxury items were e l i m i n a t e d from the l i s t , and one item was 

removed because of adequate domestic production, . 
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i n t o the t r a d e ( o t h e r than i n drugs and medic ines under Automatic 

l i c e n s i n g ) . The purpose was to i n t o d u c e i n t o the import t rade 

genuine t r a d e r s from the c o m p a r a t i v e l y l e s s - d e v e l o p e d areas o f 

P a k i s t a n . For t h i s purpose , newcomer a p p l i c a t i o n s were i n v i t e d 

from t r a d e r s i n towns o t h e r than d a r a c h i , L a h o r e , Dacca, and 

Chi t tagong f o r twenty i t e m s . Ten of t h e items were common to both 

wings , e i g h t i tems were meant e x c l u s i v e l y f o r East P a k i s t a n , and" 

two i tems e x c l u s i v e l y fox West P a k i s t a n . A p p l i c a t i o n s were e l i g i b l e 
one 

to apply f o r only >' / item, and had to p r o v i d e c e r t a i n i n f o r m a t i o n 

upon a p p l i c a t i o n . F i n a l l y , the new l i c e n s i n g procedure i n t r o d u c e d 

i n K a r a c h i during the l a s t shipping period: f o r commercial i m p o r t e r s 

was extended to the whole of P a k i s t a n f o r both commercial and i n -

d u s t r i a l i m p o r t e r s / " 4 , J u l y 1960, pp. 24-277. 

JANU.1RY - JUKE 1961 

The Import P o l i c y f o r t h i s p e r i o d conta ined c e r t a i n f e a t u r e s 

which were summarised by the Commerce M i n i s t e r , Mr. H a f i z u r Rahman, 

i n a speech on December 19 , 1960. He s t r e s s e d that the p o l i c y was 

des igned to g e n e r a t e g r e a t e r p r o d u c t i v i t y i n a l l s e c t o r s . Subs-

t a n t i a l f a c i l i t i e s ware p r o v i d e d to a l a r g e number o f i n d u s t r i e s 

engaged i n the p r o d u c t i o n of e s s e n t i a l consumer goods o r producer-

goods f o r the import o f t h e i r requirements . In a d d i t i o n , many brought 

consumer goods were/ under the Automatic B a s i s of l i c e n s i n g . 

He a l s o announced that- newcomer^ would, be i n t r o d u c e d during t h i s 

shipping p e r i o d i n t o the f i e l d o f import t r a d e f o r as many as 

t w e n t y - s e v e n i tems. The p r i n c i p l e o f bulk l i c e n s i n g of i n d u s t r i e s 

was a l s o e s t a b l i s h e d f o r c e r t a i n i n d u s t r i e s to enable them to 

import what they a c t u a l l y needed. He s t a t e d t h a t a d e f i n i t e 

export b ias e x i s t e d i n the Import P o l i c y . Upon the recommendations 

of the 'uxporters 1 Convent ion, the Government d e c i d e d to p l a c e twelve 
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in these i n d u s t r i e s , those with reasonable export performance to 

t h e i r c r e d i t were e n t i t l e d to r e c e i v e not only Automatic l i c e n s i n g 
13/ 

p r i v i l e g e s , but a l s o l i c e n s e s f o r ba lanc ing , and modernisation 

machinery to enable them to work or • mo re economic and compet i t ive 

b a s i s . Those u n i t s without adequate performance r e c e i v e d 

.Automatic l i c e n s i n g p r i v i l e g e s , but were at the same time warned 

that f a i l u r e to expand exports would u l t i m a t e l y • l e a d to a reduct ion 

in t h e i r import p r i v i l e g e s . In l i c e n s i n g newcomers, p r e f e r e n c e 

was g i v e n to a p p l i c a n t s ' with export performance to the::> c r e d i t , 

and they r e c e i v e d l i c e n s e s at a ra te higher- than admiss ib le to 

other non-export ing a p p l i c a n t s ^ f 4 , January 1961, p. 20/. 

As shown above, the Automatic B ^ - i s o f l i c e n s i n g was wide ly 

expanded during t h i s p e r i o d , i n terms .items e l i g i b l e . T h i r t y -

three new items were added to the twonty-na • ..-.* litems a lready on the 

l i s t o f imports under Automatic l i c e n s i n g froA the immediately 

preceding period.- Out o f these new a d d i t i o n s , seventeen were f o r 

i n d u s t r i a l use o n l y , twelve were consumer goods, and f o u r were 

r e s t r i c t e d f o r import i n t o East P a k i s t a n o n l y . In >:• . . • :.t of i tems 

under Automatic l i c e n s i n g , both i n d u s t r i a l consumere .uid commercial 

importers were e n t i t l e d to apply f o r repeat l i c e n s e s , upon proof 

of u t i l i z a t i o n of the prev ious ( o r i n i t i a l ) l i c e n s e . Proof i n t h i s 

case meant a B i l l o f Lading c e r t i f i e d by a- Scheduled Bank and 

accompanied by r e l e v a n t i n v o i c e s f o r the f u l l amount of the out-

standing l i c e n s e s . 

Ihe i n i t i a l l i c e n s e s f o r Automatic l i c e n s i n g imports were 

in most cases i s s u e d to i n d u s t r i a l consumers at 100 per cent of 

t h e i r a s s e s s e d requirement on a s i n g l e - s h i f t b a s i s . Unless the 

Assess ing A u t h o r i t y had...made a change in an i n d u s t r i a l consumer's % 

assessed requirements, they were the same as during the J u l y -

December 1960 shipping p e r i o d . B e f o r e i s s u a n c e , the l i c e n s i n g 

Authori ty a d j u s t e d the amount f o r any advance l i c e n s e s i s s u e d , and 
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reserved ttte r i g h t to c ^ l l f a t ^vid^ftcs of pxo$>dr u t i l i z a t i o n of 

l i c e n s e s i s s u e d during 1960. For commercial importers l i c e n s e s 

were i s s u e d at 100 per cent of c a t e g o r y in most cases . As shown 

above, these c a t e g o r i e s were o r i g i n a l l y computed as an average o f 

those imports brought i n t o P a k i s t a n by the importer during the 

f i v e shipping p e r i o d s under COL ( J u l y , 19 50 - November, 19 52), 

These c a t e g o r i e s were c o n s o l i d a t e d and a d j u s t e d during 1959 and 

1960 and publ ished by the r e g i o n a l l i c e n s i n g a u t h o r i t i e s as a 

Book o f C a t e g o r i e s . 

There were 118 i n d u s t r i e s under Automatic l i c e n s i n g during the 

January-June 1961 per iod as compared to 14 i n d u s t r i e s i n the 

prev ious per iod ( a s shown i n Annexure I I of the Import P o l i c y ) . 

They r e c e i v e d i n i t i a l l i c e n s e s at 100 per cent of assessed s i n g l e -

s h i f t c a p a c i t y and repeat l i c e n s e s a f t e r 100 per cent u t i l i z a t i o n 

of p r e v i o u s l i c e n s e s . Within Annexure I I , 12 i n d u s t r i e s were 

s i n g l e d out f o r s p e c i a l treatment to enable them to expand t h e i r 

export b u s i n e s s . The i n d u s t r i e s were as f o l l o w s : 

1 . Sports goods 

2. I, eat her f o o t w e a r 

3. L e a t h e r manufactures 

4. Rubber footgear--

5. Rubber manufactures 

6. C u t l e r y 

7 . S u r g i c a l instruments 

8. F i s h , canned 

9. P a i n t s ( i n c l u d i n g v a r n i s h e s ) 

10. T o i l e t r e q u i s i t e s ( c o s m e t i c s ) 

1 1 . E l e c t r i c f^ns 

12. L e a t h e r tanning 

L i c e n s e s f o r these i n d u s t r i e s were i s s u e d only a f t e r documentry 

proof of" the extent o f export performance during the y e a r 1959-60. 

Those u n i t s w i t h i n the 12 s p e c i f i e d i n d u s t r i e s which had s u f f i c i e n t 

export performance to t h e i r c r e d i t were a l lowed the f u l l p r i v i l e g e s 
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c f / a J f c ^ s ^ j j j Eu—u&xxiasHt ^ niJ<3a:ti-0-.a, 

p i l o t e d to request permiss ion to import machinery or c a p i t a l equip-

ment f o r replacement, b a l a n c i n g , and modernisat ion. These requests 

were g i v e n f a v o r a b l e c o n s i d e r a t i o n . Those u n i t s which did not: have 

export performance to t h e i r c r e d i t were a l lowed to r e c e i v e i n i t i a l 

l i c e n s e s at 100 per cent o f t h e i r assessed c a p a c i t y , but were not 

al lowed repeat f a c i l i t i e s . F u r t h e r , they were warned that i f 

wi th in s i x months they did not e s t a b l i s h themselves i n the export 

market, a c t i o n would be taken to reduce t h e i r l i c e n s i n g . Thus, the 

non-export u n i t s were t r e a t e d l i k e i n d u s t r i e s i n Annexure I I I 

( to be d e s c r i b e d below) whi le export ing u n i t s were t r e a t e d l i k e 

i n d u s t r i e s i n Annexure I I , but a l s o r e c e i v e d a d d i t i o n a l l icensing; 

f o r balancing and modernizat ion. 

A l i s t o f f i f t y - o n e i n d u s t r i e s were t i v e n in .the Import 

P o l i c y as Ann exu re III5 there were e n t i t l e d to imports at 100 p e r 

cent of t h e i r assessed requirements, but repeat f a c i l i t i e s were not 

a v a i l a b l e to them. I n d u s t r i e s l i s t e d i n n e i t h e r Annexures I I nor 

I I I were t r e a t e d s e p a r a t e l y and announced by the r e s p e c t i v e L i c e -

nsing A u t h o r i t i e s . Thus, during t h i s shipping pei iod. approximately 

f o u r - f i f t h s o f the i n d u s t r i e s in P a k i s t a n were granted at l e a s t 

100 per cent of t h e i r r e q u i r e ments f o r s i n g l e - s h i f t product ion 

J T I , pp. 35-38?. 

A p r o v i s i o n was i n s e r t e d in the Import P o l i c y which al lowed 

i n d u s t r i a l consumers to p l a n t h e i r imports on a more r e a l i s t i c 

b a s i s . They were a l lowed to i n d i c a t e the amounts o f the v a r i o u s 

items of t h e i r approved requirements which they would l i k e to import 

( w i t h i n t h e i r e n t i t l e m e n t ) . As f a r as p o s s i b l e , these requests were 

g r a n t e d , except where r e s t r i c t i o n s were necessary f o r p a r t i c u l a r 

i tems. In e s t a b l i s h i n g such a system, the Government expected 

industr ies , under Automatic l i c e n s i n g to achieve optimum product ion 

and to reduce the p r i c e s of t h e i r p r o d u c t s . I t was announced that 

u n i t s which did not f u l f i l l t h i s requirement were l i a b l e to have 

t h e i r requirements reduced j T 2 , December 19, 1962?. 
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-EJ^tjgy .- -ni. T ' ~ > ' e s a w s x c u i . J^XOSfec^ 

On March 8, 1961 Mr. H a f i z u r Kehman, Commerce M i n i s t e r , 

announced that- the P r e s i d e n t i a l Cabinet had decided to p l a c e 

e l e v e n items on Open General L i c e n s e (OGL) with immediate e f f e c t 

The items xvere: 

1 . Iron and s t e e l ( i n c l u d i n g metals) 

2. Drugs and medicines ( l i f e saving and e s s e n t i a l medicii 

o n l y , a l i s t o f which was s e p a r a t e l y n o t i f i e d ) 

3. T r a c t o r s ( s t a n d a r d i s e d makes only) and t r a c t o r spares 

4. Cement ( f o r East P a k i s t a n only) 

5. Spare p a r t s f o r automotive v e h i c l e s 

6. T i r e s and tubes 

7 . Milk food 

8. Typewri ters and o f f i c e machines 

9 . Laboratory g lassware and s c i e n t i f i c instruments ( f o r 

t e c h n i c a l and e d u c a t i o n a l i n s t i t u t i o n s only) 

10. Books 

11 . Tools and workshop equipment ( s p e c i f i e d items only) 

The Government s t a t e d that t h i s a c t i o n was taken to assure the 

consumer t h a t his l e g i t i m a t e i n t e r e s t s were f u l l y safeguarded and 

that the t rade s e c t o r was not allowed to e i t h e r c r e a t e a r t i f i c i a l 

shortages o r to take advantage of s c a r c i t y c o n d i t i o n s by charging 

high p r i c e s . 

The items under OGL were not e x h a u s t i v e , but inc luded some 

o f the more important m.tem^ e s p e c i a l l y those that had p r e v i o u s l y 

been removed from p r i c e and d i s t r i b u t i o n c o n t r o l s . I t was a l s o 

announced that i f the need a r o s e , s u b j e c t to f o r e i g n ' exchange 

a v a i l a b i l i t y , a d d i t i o n a l items would be placed on the l i s t . The 

procedural o r g a n i z a t i o n was somewhat d i f f e r e n t from that e x i s t i n g 

during the OGL per iod i n 19 50-52. The prev ious OGL s u f f e r e d from , 

l a c k of f i n a n c i a l d i s c i p l i n e and had no b a s i c s t r u c t u r e . This l e d 

to a conglomeration o f imports which did not conform to any 
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Scheme of p r i o r i t i e s * As a r e s u l t , the country had to pay f o r the 

mistakes made during the OGL per iod f o r s e v e r a l y e a r s a f t e r i t s 

-withdrawal. In o r d e r to avoid t h i s problem i n the new OGL, i t was 

•decided to p a t t e r n the i s s u a n c e procedure a f t e r the s u c c e s s f u l 

manner in which Automatic l i c e n s i n g procedure was handled. This 

would ensure e x p e d i t i o u s i s s u a n c e of l i c e n s e s and a l s o provide a 

means o f accounting f o r the items imported. 

The announcement l i s t e d two b a s i c f e a t u r e s o f the new OGL, 

F i r s t , imports were not to be l i m i t e d to any p a r t i c u l a r c l a s s o f 

importers . Secondly , any person genuine ly i n t e r e s t e d i n importing 

an item on OGL should be able to p l a c e an o r d e r without wai t ing 

i n d e f i n i t e l y f o r a d m i n i s t r a t i v e approval . As a r e s u l t , f o r the 

import of items under OGL, an y person engaged i n any trade who was 

a l e g i s t i m a t e r e s i d e n t n a t i o n a l o f Pakis tan could r e g i s t e r h imsel f 

as an importer and through h i s bank open a l e t t e r of c r e d i t f o r 

any -jne item on the above l i s t (up to a maximum s p e c i f i e d amount). 

Imports f o r personal u s e - d i d not have to go through the r e g i s t r a t i o n 

procedure. \ repeat f a c i l i t y was also- inc luded. This provided that 

upon product ion of b i l l s o f l a d i n g up to o r more than 75 per cent 

of the v a l u e of the e a r l i e r l i c e n s e , another l i c e n s e would be i s s u e d . 

This procedure a p p l i e d not only to OGL imports , but was extended to 

a l l commercial items and i n d u s t r i e s under both types of Automatic 

l i c e n s i n g . The repeat l i c e n s e s , i n t h i s c a s e , were equal to the amount 
the 

f o r which b i l l s o f lad ing were p r e s e n t e d , r a t h e r t h a n / f u l l v a l u e of 

the prev ious l i c e n s e . 

In r u l e s of e l i g i b i l i t y s t a t e d that a f i r m or i n d i v i d u a l 

applying f o r a l i c e n s e under OGL f o r a commercial o r i n d u s t r i a l 

purpose had to be genuinely engaged i n some t r a d e , and p o s s e s s 

proof of t h i s f a c t . I n i t i a l l i c e n s e s f o r each of the e l e v e n 

items were i s s u e d at a f l a t r a t e . But a r e g i s t e r e d importer who was 

able to show reasonable export performance to h i s c r e d i t was granted 

a l i c e n s e f o r any item under OGL to the extent of 25 per cent i n 

excess of the p r e s c r i b e d c e i l i n g s . Importers were not 



al lowed to r e g i s t e r themselv-es f o r store than one i t e m . Persons 

a l r e a d y r e g i s t e r e d a s commercial importers were e l i g i b l e to apply 

i n a sh ipping period f o r the import of any one i tem under OGL 

provided t h a t the importer did not a l r e a d y hold a c a t e g o r y of R s . 

1,000 or above f o r t h a t p a r t i c u l a r i t e m . Any r e g i s t e r e d i n d u s t r i a l 

consumer was i n e l i g i b l e to seek any OGL l i c e n s e f o r a commercial 

purpose. The o b j e c t i n e s t a b l i s h i n g the OGL was not to f u r t h e r 

s t rengthen e s t a b l i s h e d i m p o r t e r s o f the p a r t i c u l a r i t e m s , but to 

introduce new a p p l i c a n t s i n t o the import t r a d e . T h e r e f o r e , 

e s t a b l i s h e d importers w i t h a c a t e g o r y of Rs . 1,000 or above i n 

any i tem on the l i c e n s a b l e l i s t f o r July-December 1960, or any 

importer whose a g g r e g a t e o f c a t e g o r i e s t o t a l e d Rs .1 ,000 or more 

was p r o h i b i t e d from apply ing f o r the import of any i tem under OGL. 

On the o t h e r hand, no r i g h t s or c la ims f o r r e c e i p t of l i c e n s e s i n 

the f u t u r e were c r e a t e d through import under the OGL, Normal import 

l i c e n s e s under the t w i c e y e a r l y import p o l i c i e s were to be i s s u e d as 

u s u a l , but w i t h r e p e a t f a c i l i t i e s a v a i l a b l e a t the more l i b e r a l 

r a t e as d e s c r i b e d above/ 4» A p r i l 1961,pp,10-13_7» 

JULY - DECEMBER 1961 

This per iod wi tnessed a de-emphasis o f Automatic l i c e n s i n g 

f o r i n d u s t r i e s and a move towards a "Request B a s i s . " The Automatic 

B a s i s of l i c e n s i n g was continued f o r c e r t a i n i tems which both 

commercial and i n d u s t r i a l importers u s e d , A group of i n d u s t r i e s 

remained under the Automatic l i c e n s i n g f o r i n d u s t r i e s procedure which 

was s i m i l a r to the prev ious p e r i o d . But w i t h the e x i s t e n c e of t h e 

OGL i m p o r t s j Automatic l i c e n s i n g became l e s s i m p o r t a n t , A t o t a l of 

1 $4 i tems were importable during t h i s p e r i o d , as a g a i n s t 166 i n the 

p r e v i o u s p e r i o d . Out of t h e s e i t e m s , 40 were l i c e n s e d e x c l u s i v e l y to 

i n d u s t r i e s , 14 i tems were on the Automatic l i s t {versus 51 i n January-

June 1 9 6 1 ) , and 49 i tems were on OGL ( v e r s u s 11 i tems i n the p r e c e d i n g 

p e r i o d ) . 

Both commercial and i n d u s t r i a l importers who he ld c a t e g o r i e s 

or quotas f o r the 14 i tems on the Automatic B a s i s o f l i c e n s i n g l i s t 
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were-• - e l i g i b l e bo o b t a i n i n i t i a l l i c e n s e s .at 100 per cent of • a t e g o r y 

or quota , except where a h igher l i c e n s i n g f a c t o r was adopted f o r 

' p a r t i c u l a r i t e m s . Repeat l i c e n s e s were i s s u e d upon proof of 

U t i l i z a t i o n of 75 per cent or more of the v a l u e of the e a r l i e r 

l i c e n s e s . A l l r e p e a t l i c e n s e s were i s s u e d a t 100 per cent of 

. c a t e g o r y or q u o t a . 

The Open General L i c e n s e b a s i s of import ing continued during 

t h i s shipping per iod according to the r u l e s announced on March 8, 

1961 when i t was e s t a b l i s h e d . Whereas t h e r e were only 11 i tems on 

the OGL import l i s t when i t was f i r s t e s t a b l i s h e d i n March , 1961, 

during t h i s , per iod the Government p laced 49 i tems on the l i s t . 

For 173 i n d u s t r i e s "Request B a s i s " was e s t a b l i s h e d to take 

the p l a c e of the Annexure 11 Automatic l i c e n s i n g f o r i n d u s t r i e s 

procedure of the immediately preceding per iod (al though Automatic 

l i c e n s i n g f o r i n d u s t r i e s continued during t h i d per iod f o r a 

smal ler number of i n d u s t r i e s and was l i s t e d as Annexure I I I ) , 

The amount of f o r e i g n exchange l i c e n s e d to t h e s e i n d u s t r i e s jfas 

based on r e q u e s t s made by the i n d u s t r i a l consumers themselves . 

In most c a s e s , however, the; amount l i c e n s e d f o r i n d u s t r i e s worked 

put to. 125 per cent of assessment on a s i n g l e - s h i f t b a s i s , even, 

though t h e y submitted t h e i r own r e q u e s t s . In any c a s e , the Import 

P o l i c y s t a t e d t h a t the i n d u s t r i e s " . . . w i l l b e . l i c e n s e s on 

'Request B a s i s 1 f o r such amounts a s may be asked f o r by an i n d u s t -

r i a l consumer to meet h i s requirements f o r raw m a t e r i a l s and spare pa-

p a r t s f o r the next 12 months." f 2 y July-December 11961_7Thi si 

c o u r s e , was dependent upon a reasonable and r e s p o n s i b l e r e q u e s t 

having been made, • 

These i n d u s t r i a l consumers. werE r e q u i r e d to produced proof of 

u t i l i z a t i o n of l i c e n s e s f o r p r e v i o u s p e r i o d s b e f o r e r e c e i v i n g new 

ones . Cases where such prooifl was not f o r t h c e s i r i g - w e r e decided 

upon the m e r i t s o f each case by the l i c e n s i n g a u t h o r i t y concerned, 

U t i l i z a t i o n i n t h i s case meant opening of confirmed i r r e v o c a b l e 

l e t t e r s of c r e d i t f o r 100 per cent of the va lue o f the prev ious 
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As i n the preceeding period,?-a l i s t of twelve i n d u s t r i e s 

( d i f f e r e n t ' f r o m t h e l i s t d u r i n g January-June 1961) was drawn up f o r 

s p e c i a l treatments These u n i t s w i t h i n the i n d u s t r i e s with export 

performance or pxport p o t e n t i a l " , . . . . w e r e surveyed by a team of 

o f f i c e r s headed by the S e c r e t a r y , M i n i s t r y of Commerce, and 

l i c e n s e s were i s s u e d t o e l i g i b l e u n i t s w i t h i n these i n d u s t r i e s t o 

meet t h e i r requirements of b a l a n c i n g and modernization machinery ," 

f k i July 1961 , pp, 7-3J7* T h e i n d u s t r i e s s e l e c t e d t h i s time were: 

1 , Beer 

2 , B i s c u i t s 

3t Dry b a t t e r y c e l l s . 

4 , Fountain pens 

F r u i t canning and p r e s e r v a t i o n 

6, Gas mantles 

7 . Gramaphone r e c o r d s 

i . Hosiery 

9. Plywood i n d u s t r y 

10, S p e c t a c l e frames 

11V S a n i t a r y f i t t i n g s and water f i t t i n g s 

1 2 , Tanning and l e a t h e r f o o t w e a r . 

E l i g i b l e u n i t s w i t h i n t h e s e i n d u s t r i e s , b e s i d e s r e c e i v i n g the 

import p r i v i l e g e s 'under the Request B a s i s (Annexure I I ) , were g i v e n 

l i c e n s e s f o r the import of machinery or c a p i t a l equipment f o r 
* r 

replacement , b a l a n c i n g , and modernizat ion . No statement was made 

i n t h i s Import P o l i c y about p o s s i b l e r e d u c t i o n s i n the import 

l i c e n s e s o f those non-export ing u n i t s which did not improve i n 

export performance, 

JANUARY - JUNE 1962 

The C h i e f C o n t r o l l e r of Imports and Exports announced the 

Import P o l i c y f o r January-June 1962 i n a speech on December 26, 

1961 He f i r s t of a l l reviewed the l i b e r a l i z a t i o n s which had taken . 

p l a c e i n the p r e v i o u s shipping p e r i o d s . He s a i d t h a t there had 

been a g e n e r a l i n c r e a s e i n output a s a r e s u l t o f t h e i m p o r t a t i o n 
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c f i n d u s t r i a l ! T w site, re- parts ' sm^er-tha- Automatic 

•Basis and the Request B a s i s . Although some i n d u s t r i a l i s t s o v e r -

est imated t h e i r requirements under the Request B a s i s , he i n d i c a t e d 

t h a t the l e g i t i m a t e needs were p r o p e r l y met so t h a t i n d u s t r y was 

a b l e t o operate economical ly on more than a s i n g l e - s h i f t b a s i s . The 

p r e v i o u s p o l i c i e s had a l s o provided a number of i n d u s t r i e s with 

equipment f o r b a l a n c i n g and modernizat ion, t h e r e b y helping- them 

lower c o s t s and improve t h e q u a l i t y of t h e i r manufactures , which i n 

t u r n would permit t h e n t o compete » u c c * 8 * f u U y l a t h e world market. 

But t h e l a r g e i n c r e a s e i n imports was not f o l l o w e d by en e q u a l l y 

l a r g e i n c r e a s e i n e x p o r t s . T h e r e f o r e , the Government decided t o l i n k 

the l i c e n s i n g o f i n d u s t r i e s over a broad r&rjge w i t h t h e i r export 

performance. This was the only way t o ensure t h a t export earnings would 

keep a c l o s e r e l a t i o n s h i p t o t h e r i s e i n imports January 1962, 

pp. 1 9*217. • * 

While maintaining the l i b e r a l p a t t e r n o f imports , t h e new p o l i c y 

was intended t o provide maximum l a c i l i t i e s f o r the- import o f e s s e n t i a l 

goods and i n d u s t r i a l raw m a t e r i a l s . The o b j e c t i v e s - o f the p o l i c y were 

the f r e e a v a i l a b i l i t y of goods i n the market and i n c r e a s e d e x p o r t s . 

During t h e . p r e v i o u s two s h i p p i n g p e r i o d s most export p o t e n t i a l indus-

t r i e s had been provided w i t h l i b e r a l imports , and b a l a n c i n g and moder-

n i z a t i o n equipment, but too few had gone on. and expanded e x p o r t s . 

The changes made i n the import p o l i c y i.:- anuary-June 1962 were 

designed t o c o r r e c t t h i s problem. 

Tb^ l i s t o f imports under the Automatic B a s i s o f l i c e n s i n g con-

t a i n e d f o u r t e e n i tems, the same a s i n the preceding p e r i o d . Both 

commercial and i n d u s t r i a l importers of t h e s e i tems were a l lowed t o 

import under the same r u l e s as i n the July-December 1961 shipping 

per iod ( i . e . i n i t i a l a t 100 percent of c a t e g o r y or quota, repeat upon 

u t i l i z a t i o n o f 75 per c e n t , r e p e a t l i c e n s e s i s s u e d a t 100 percent of 

i n i t i a l ) . 
* » 

The l i s t of i tems importable under OGL contained f o r t y - e i g h t 

items as a g a i n s t f o r t y - n i n e i n the preceding p e r i o d . In order to 
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prevent f u r t h e r c o n c e n t r a t i o n of impor t e r s i n the p r i n c i p a l t 

towns, which a l r e a d y had a high c o n c e n t r a t i o n , f r e s h l i c e n s i n g 

under OGL was not permitted f o r app"'ie .mts i n these towns 
*, * ' 

( K a r a c h i . Lahore, Dacca, Narayanganj , Chit tagong) i n order t o 

g i v e g r e a t e r opportuni ty t o importers i n the i n t e r i o r of the 

c o u n t r y . The success of the OGL p o l i c y was i n d i c a t e d by the l a r g e 

number of new importers admitted to the t r a d e . Most of the i n c r e a s e , 

approximately 77 per cent r e p r e s e n t i n g 13,300 new i m p o r t e r s , took 

p lace i n East Pakis tan where the new OGL l i c e n s e s r e p r e s e n t e d 

more than h a l f of t h e t o t a l v a l u e l i c e n s e d i n the commercial 

s e c t o r . At the same time t h i s p o l i c y l e d t o a p r i c e r e d u c t i o n 

and a supply i n c r e a s e i n the commercial s e c t o r f o r e s s e n t i a l i t e m s . 

A l s o , a number of r e l a t i v e l y i n e s s e n t i a l i tems were a b l e to be 

placed e x c l u s i v e l y on Bonus Import , A survey was made of new import© 

e r s and a p p l i c a n t s to e l i m i n a t e f i c t i o u s f i r m s and u n s u i t a b l e 

p a r t i e s . /~4, January 1962, pp. 19-21 J , 

For the Request B a s i s i n d u s t r i e s a d d i t i o n a l i n c e n t L v e s were 

provided to turn t h e i r a t t e n t i o n towards export markets . 

I n d u s t r i e s were d i v i d e d i n t o t h r e e sub-groups w i t h i n the Request 

B a s i s a c c o r d i n g t o t h e i r export performance a n d p o t e n t i a l , One 

sub-group, A - i was l i c e n s e d a c c o r d i n g to t h e i r requests^ a s i n t h e 

p r e v i o u s p e r i o d , because of t h e i r high export performance. The next 

sub-group A - i i , was i n i t i a l l y l i c e n s e d a t &0 per cent of the v a l u e 

l i c e n s e d during July-December 1 9 6 1 . The t h i r d sub-group A - i i i 

r e c e i v e d l i c e n s e s on the same b a s i s as during the p r e v i o u s 

sh ipping p e r i o d , i f a " r e a s o n a b l e and r e s p o n s i b l e " r e q u e s t 

had been made. 

There were seven i n d u s t r i e s p laced i n sub-group A - i , the 

"Request B a s i s proper" group. They a l l had s u b s t a n t i a l export 

performance to t h e i r c r e d i t in p r e v i o u s p e r i o d s . As b e f o r e , t h e s e 

i n d u s t r i e s were a l lowed t o plan t h e i r requirements on a twelve 

month b a s i s , w i t h l i c e n s e s i s s u e d f o r the f i r s t s i x months' 

requirements and a promise made to r e l a e a s e the remainder w e l l 

b e f o r e the beginning of the next sh ipping p e r i o d . These i n d u s t r i e s 

had t o f i l e wi th t h e i r a p p l i c a t i o n s f o r l i c e n s e s a schedule 
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showing.the dates upon which confirmed i r r e v o c a b l e l e t t e r s of 

c r e d i t would be e s t a b l i s h e d . 

The sub-group A - i i c o n s i s t e d of t h i r t y - o n e i n d u s t r i e s which 

r e c e i v e d i n i t i a l l i c e n s e s a t 80 per cent of t h e i r a l l o t m e n t in 

July-December 19.61* However, s ince the July-December 1961 l i m i t had 

been 125 per cent of quotas f o r i n d u s t r i e s under Automatic L i c e n s i n g 

and i n many, cases 125 per cent of previous quotas f o r i n d u s t r i e s on 

the Request B a s i s , t h i s was tantamount to s e t t i n g a l l o t m e n t s at 

100 per cent of the o r i g i n a l quotas . I n c e n t i v e to export was 

provided by the s t i p u l a t i o n t h a t a d d i t i o n a l l i c e n s i n g would be 

i s s u e d t o u n i t s i n t h i s group a t 100 percent of the FOB va lues of 

exports covered by l e t t e r s of c r e d i t opened by f o r e i g n importers 

or bank guarantees c e r t i f y i n g f i r m export o r d e r s . In t h i s way 

there would be no shortage of f o r e i g n exchange to f u l f i l l l e g i t i m a t e 

export o r d e r s . D e f a u l t i n g u n i t s , those who obta ined e x t r a f o r e i g n 

exchange under the scheme but whose subsequent export performance 

i a . i l short of the r e q u i r e d amount, were r e q u i r e d to surrender the 

e q u i v a l e n t amount of f o r e i g n exchange i n the form of Bonus Vouchers. 
• 

Upon f i r s t g lance i t might appear t h a t i n d u s t r i e s in A - i i were 

more adequate ly provided f o r than i n d u s t r i e s i n A - i , whereas the 

i n d u s t r i e s in A - i were b e t t e r e x p o r t e r s . However, i n d u s t r i e s which 

r e c e i v e d only i n i t i a l l i c e n s e s a t 100 per cent of t h e i r quota, * » 

i n s t e a d of the amounts r e q u e s t e d , were r e q u i r e d t o o b t a i n export 

orders b e f o r e being permitted t o import the needed raw m a t e r i a l s 

and spare p a r t s f o r f u r t h e r product ion (beyond what could be 

produced wi th i n i t i a l l i c e n s e s ) . On the other hand, the seven 

i n d u s t r i e s i n A - i were a b l e t o import amounts requested at the 

beginning of the p e r i o d , and thus a c h i e v e a' smooth f l o w of pro-

d u c t i o n . A l s o , they were not r e q u i r e d to surrender Bonus Vouchers 

i f t h e i r export performance f e l l below a c e r t a i n minimum. 

The t h i r d sub-group, A - i i i , contained 122 i n d u s t r i e s which 

were l i c e n s e d in a manner s i m i l a r t o the previous p e r i o d . Thus 

i f t h e y had been unde_ the Request B a s i s , they r e c e i v e d 
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the same amount as. they had requested or had been permitted i n the 

prev ious p e r i o d . I f they were under Automatic l i c e n s i n g , , they receivec 

125 per cent of t h e i r quotas0 These i n d u s t r i e s did not r e c e i v e 

e i t h e r r e p e a t l i c e n s e s or a d d i t i o n a l l i c e n s e s based upon export 

performance,, 

One p o l i c y a p p l i e d to a l l the i n u d s t r i e s i n A - i , A - i i , and 

A - i i i ( t o t a l l i n g 160 i n d u s t r i e s ) . A s i d e a f f e c t of the prev ious 

l i b e r a l p o l i c y was a l a r g e accumulation of s t o c k s of raw m a t e r i a l s , 

spare p a r t s , and f i n i s h e d goods, Although some of t h i s went i n t o 

i n v en to r i d s ; a l a r g e p a r t was h e l d f o r s p e c u l a t i v e s e a s o n s . 

T h e r e f o r e , i t was r e q u i r e d of a l l i n d u s t r i a l consumers t o submit 

a d e c l a r a t i o n of s t o c k s h e l d by them or by the. banks on t h e i r b e h a l f 

so t h a t e x c e s s s t o c k s could be l i q u i d a t e d b e f o r e a d d i t i o n a l l i c e n s e s 

were i s s u e d . 

The l i s t of i n d u s t r i e s under Automatic l i c e n s i n g (Annexure I I I ) 

was i n c r e a s e d f r o m . e i g h t e e n to t h i r t y - s i x during t h i s shipping 

. period,. In the preceding peripd. i n d u s t r i e s under t h i s method of 

• l i c e n s i n g . w e r e g i v e n i n i t i a l l i c e n s e s a t 125 per cent of. s i n g l e - , 

s h i f t c a p a c i t y . The Government considered the s t o c k p o s i t i o n 

adequate f o r these i n d u s t r i e s , . a n d reduced i n i t i a l l i c e n s e s t o 

100 per cent of s i n g l e - s h i f t a s s e s s e d c a p a c i t y . Repeat l i c e n s e s 

were i s s u e d a t . t h e same l e v e l upon product ion o f b i l l s o f entry 

showing 75 per cent u t i l i z a t i o n of e a r l i e r l i c e n s e s . 

L i c e n s i n g f o r i n d u s t r i e s i n n e i t h e r Annecure 11 nor I I I was 

announced s e p a r a t e l y by the r e g i o n a l l i c e n s i n g a u t h o r i t i e s concerned^. 

A commitment was made by the Government to l i c e n s e these i n d u s t r i e s 

a t r a t e s no lower than they obtained in the July-December 1961 

shipping per iod (except f o r the b i d i and wool len i n d u s t r i e s ) . 

These i n d u s t r i e s r e c e i v e d no a d d i t i o n a l . l i c e n s i n g or export 

performance i n c e n t i v e s . s i n c e almost without e x c e p t i o n , they had no 

export c a p a b i l i t y c . . . 
' * • > " ? » . . . 

The Import P o l i c y a l lowed a l l importers to i n d i c a t e the 

amounts up t o which they would l i k e toimport v a r i o u s i tems of t h e i r ' 

approved requirements w i t h i n t h e i r ent i t lements , , L i c e n s e s f o r raw 



m a t e r i a l s : W e r e not c o n v e r t a b l e i n t o s p a r e - p a r t s l i c e n s e s , and 

v i c e v e r s a . L i c e n s e s f o r spare p a r t s which required s p e c i a l 

f a c r i c a t i o n and which took longer than s i x months t o o b t a i n could 

be extended beyond the normal s i x month v a l i d i t y upon r e q u e s t . 

F i n a l l y , i m p o r t e r s , whether commercial or i n d u s t r i a l , could apply 

f o r lower v a l u e s of l i c e n s e s than they might have been e n t i t l e d t o 

without p r e j u d i c e to t h e i r f u r i & e j ? ' l i c e n s i n g /~2, December 27, 1961__7 

and f l + t January 1962, pp. 19-21_7; 

In March, 1962 the Government announced an expanded program 

of advance l i c e n s i n g f o r raw m a t e r i a l s f o r the manufacture of goods 

intended f o r e x p o r t . This was granted to the f o l l o w i n g t y p e s of 

manufacturers : 

1 , E s t a b l i s h e d i n d u s t r i a l importers 

2 . Other manufacturers who had no e s t a b l i s h e d import 

c a t e g o r i e s t but who could s a t i s f y the Government of 

t h e i r a b i l i t y to export t h e i r products i f raw m a t e r i a l s 1 
: \ ' ' 

needed f o r manufacturing them were made a v a i l a b l e . 

Advance l i c e n s e s were granted only f o r those^aw m a t e r i a l s importa-

b l e under the r e g u l a r import p o l i c y , and u s u a l l y conf ined t o the 

raw m a t e r i a l s f o r which the a p p l i c a n t u n i t s were c a t e g o r i z e d . This 

advance l i c e n s i n g was s u b j e c t to the c o n d i t i o n t h a t the e n t i r e 
• t • 

q u a n t i t y o f the goods imported under the scheme had t o be used f o r 

exportJ a n d ' t h a t no p a r t could go i n t o consumption w i t h i n the 

c o u n t r y . The va lue o f the l i c e n s e s was not to exceed 40 per cent 

of the FOB va lue of the manufactured goods exported* These advance 

l i c e n s e s were i n a d d i t i o n to the normal l i c e n s e s a d m i s s i b l e under 

the r e g u l a r import p o l i c y , 

. R e c i p i e n t s o f t h e advance l i c e n s e s had to complete t h e i r 

export performance and b r i n g In the f o r e i g n exchange earned froija 

t h a t export w i t h i n nine months of t h e date of i s s u e o f the advance 

l i c e n s e . The i tems exported were e l i g i b l e £r the u s u a l bonus 
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earnings under the Export Bonus Scheme/~4, March 1962-, ppc33-34_7» 

JULY - DECEMBER 1962 

The Import P o l i c y f o r July-December 1962 was announced more 
* 

than a month b e f o r e the beginning of the shipping p e r i o d , i n s t e a d 

of a few days b e f o r e which was the u s u a l p r a c t i c e * This was done 

because of a change i n the Commerce M i n i s t e r ' s p o s i t i o n and a 

d e s i r e t o avoid any s p e c u l a t i o n about the p o l i c i e s under a new 

man* Mr. Mohammad Hafiz-ur-Rahmanj the outgoing Commerce M i n i s t e r , 

l i s t e d the o b j e c t i v e s behind the past and f u t u r e import p o l i c i e s 

w h i l e announcing the P o l i c y f o r July-December 1962* He l i s t e d 

v a r i o u s examples of s u b s t a n t i a l improvement i n the r e s t r i c t e d 
f o r 

nature of l i c e n s i n g / ' i n d u s t r i e s and - e s s e n t i a l commercial i tems 

over the p r e v i o u s t h r e e y e a r s under the new regine .He then s t a t e d 

t h a t "On a t e n a t i v e c a l c u l a t i o n , . . * more than 60 per cent of the 

i n d u s t r i e s i n the country which used to be working around 30 per 

cent of c a p a c i t y a r e now a b l e to operate a t a minimum of 100 per 

cent of s i n g l e - s h i f t c a p a c i t y * " This import l i b e r a l i z a t i o n ? ! a l s o 

had the e f f e c t o f reducing i n t e r n a l p r i c e s through i n c r e a s e d 

s u p p l y . At the same t i m e , l i c e n s i n g procedures were s treamlined 

and minimized. 

The Import P o l i c y i t s e l f was almost i d e n t i c a l to the p r e v i o u s 

one^ with a few changes i n the number of i n d u s t r i e s or i tems i n 

the v a r i o u s c a t e g o r i e s . The l i s t o f i tems importable under the 

Automatic B a s i s o f l i c e n s i n g remained a t f o u r t e e n items-, a s ^id 

the procedure f o r i n i t i a l and r e p e a t l i c e n s e s . The OGL import 

system a l s o continued t o operate as during the_ previous^ period? 

Mr. Hafiz-ur-Rahman reported t h a t t h i s system had been q u i t e 

s u c c e s s f u l in a d j u s t i n g imports of the v a r i o u s i tems t o the t r u e 

demand for- t h e . Wings s e p a r a t e l y and f o r the country a s a whole 

/~4, June 1962, pp. 13-1$_J. 

The l i s t of i n d u s t r i e s In Annexure I I , the Request B a s i s 

i n d u s t r i e s ^ decreased t o 145 i n d u s t r i e s fipom the p r e v i o u s number 

of 160. The A - i , or "Request B a s i s p r o p e r " , l i s t i n c r e a s e d from 

7 to 9 i n d u s t r i e s * These i n d u s t r i e s were l i c e n s e d according t o 



t h e i r requests on a twelve month b a s i s , as in the prev ious p e r i o d . 

The method of l i n k i n g a d d i t i o n a l import l i c e n s i n g t o export p e r f o r -

mances f o r the A - i i i n d u s t r i e s proved s u c c e s s f u l and was expanded 

dUfillg July-December 1962* The CCI&E reported t h a t , based upon 

the'performance of the 31 i n d u s t r i e s in t h i s group during the 

f i r s t f i v e "months of 1962, the scheme could be judged a s u c c e s s . 

Foreign s a l e s of the products of these i n d u s t r i e s rose s u b s t a n t i a -

l l y over whdt the i n d u s t r i e s had found p o s s i b l e to export be fore 

the i n t r o d u c t i o n of the new i n c e n t i v e . Many of the p a r t i c i p a t i n g 

i n d u s t r i e s had doubled t h e i r e x p o r t s i n the f i r s t part of 1962 over 

the l a s t s i x months of 1961, In order to e x p l o i t even more export 

p o t e n t i a l , 4 more i n d u s t r i e s were added to the l i s t , making a t o t a l 

of 35 i n d u s t r i e s on the A - i i l i s t f o r the July-December 1962 per iod. 

A l l of the i n d u s t r i e s r e c e i v e d i n i t i a l l i c e n s e s a t 100 per cent 

of the amounts issued in the preceding per iod . A d d i t i o n a l l i c e n s e s 

were a l s o i ssued at 100 per cent of the FOB value of export orders 

under the prescr ibed procedure. In order to make the i n c e n t i v e 

even more powerful , the a d d i t i o n a l l i c e n s e s f o r t h i s period were" 

, , , i ssued from our ( P a k i s t a n ' s ) own cash resources because a id 

l i c e n s e s may e f f e c t the prompt u t i l i s a t i o n and f u l f i l m e n t of 

export orders may be d e l a y e d , " Also these i n c e n t i v e l i c e n s e s could 

be used a t the e a r n e r ' s choice f o r e i t h e r raw m a t e r i a l s or f o r 

balancing and modernization equipment £~2, May 26, 1962J and 

J u n e 1962, pp, 1 1 - 1 2 T h e A - i i i ' l i s t contained 101 i n d u s t r -

i e s during t h i s shipping period as a g a i n s t 122 i n the preceding 

per iod. They were l i c e n s e d f o r the. same amounts as in the 

preceding p e r i o d . 

Annexure I I I , the i n d u s t r i e s on Automatic l i c e n s i n g , 

increased from t h i r t y - s i x in January-June 1962 to f i f t y - t w o 

i n d u s t r i e s i n July-December 1962. They continued t o r e c e i v e i n i t i a l 

and repeat l i c e n s e s a t 100 per cent of assessed s i n g l e - s h i f t 

c a p a c i t y f o r raw m a t e r i a l s and spare p a r t s . Proof of u t i l i z a t i o n 

of previous l i c e n s e s n e c e s s i t i a t e d production of B i l l s of Entry 

f o r 75 per cent or more of the v a l u e of e a r l i e r " l i c e n s e s . 
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JANUARY - JUNE 1963 

The January-June 1963 import p o l i c y , announced by the Chief 

C o n t r o l l e r o-. December 31 j 1962, continued the p r e v i o u s p e r i o d ' s 

p o l i c i e s almost unchangedo The most s i g n i f i c a n t change was the 

i m p o s i t i o n , f o r the f i r s t t i m e , of a p e n a l t y a g a i n s t those i n d u s t r i e s 

on the Request B a s i s which did not export but accepted the b e n e f i t s 

o f the i n c e n t i v e s given* 

The l i s t of i tems importable under the Automatic B a s i s of 

l i c e n s i n g was decreased by one item and stood a t t h i r t e e n , during t h i s 

p e r i o d . The reason f o r the decrease was t h a t domestic c a p a c i t y could 

supply, demand f o r the i t e m . The c o n d i t i o n s and repeat 

l i c e n s e s were the same as during the p r e v i o u s two shipping p e r i o d s . 

The l i s t of OGL imports remained p r i m a r i l y the same, with i n c r e a s e d 

minimum u n i t s f o r c e r t a i n raw m a t e r i a l s and consumer. i tems. A t o t a l 

of f o r t y - n i n e i tems were on the OGL l i s t and domestic supply and 
'3 : 

p r i c e c o n d i t i o n s of t h e s e i tems remained s a t i s f a c t o r y , 

A t o t a l of 144 i n d u s t r i e s were covered by Annexure I I and were 

d i v i d e d among the v a r i o u s sub-groups as f o l l o w s . The i n d u s t r i e s i n 

A-i i n c r e a s e d from 9 t o 10, but o t h e r w i s e the p o l i c y of g r a n t i n g 

l i c e n s e s according t o r e q u e s t s made continued u n a l t e r e d ! e x c e p t f o r 

the p e n a l t y a g a i n s t non-exporters d e s c r i b e d b e l o w ) . Two i n d u s t r i e s 

were removed from the A - i i l i s t , l e a v i n g 33 i n d u s t r i e s which were 

l i c e n s e d a c c o r d i n g to export performance a f t e r i n i t i a l l i c e n s i n g 

h a d - t a k e n ' p l a c e o T$e' c o n d i t i o n s f o i i n i t i a l and r e p e a t l i c e n s e s 

remained the same, but a d d i t i o n a l l i c e n s e s could be used i n the 

per iod f o r the import of packing m a t e r i a l s a l s o . The i n c r e a s e i n 

exports brought about by t h i s i n c e n t i v e was shown by the f a c t t h a t 

t w i c e a s many a d d i t i o n a l import l i c e n s e s were iss i ied i n July-December 

1962 as i n January-June 1962 a g a i n s t s p e c i f i c export o r d e r s , or 

f i r m commitments to export ( i . e . the va lue of a d d i t i o n a l import 

l i c e n s e s based on FOB v a l u e of e x p o r t s was t w i c e a s l a r g e ) . 

In s p i t e of t h i s i n c e n t i v e ; which had been i n f o r c e f o r a 

y e a r , the Government f e l t t h a t c e r t a i n u n i t s o f some i n d u s t r i e s i n 



su.b~grou.ps A - i and A - i i were not accept ing t h e c h a l l a n g e and 

improving t h e i r export performance0 A warning t o t h e s e u n i t s 

had been g iven in May, 1962 and t ime was g i v e n t o a l low t h e 

non-export ing uni ts t o i n v e s t i g a t e markets abroad and t o 

prepare f o r export t r a d e „ However, the Government could no 

l o n g e r t o l e r a t e " . . . such u n i t s undue and e x c e s s i v e concen-

t r a t i o n on l o c a l s a l e s without regard t o t h e v i t a l n e c e s s i t y 

of earning f o r e i g n exchange,, Their a t t e n t i o n must now be 

d i v e r t e d t o markets abroad." January 1963, pp. 7 - 1 q 7 * 

order t o do t h i s , a token cut of 10 per cent was made in t h e 

import l i c e n s e s i ssued t o t h e non-export ing u n i t s i n A - i and 

A - I i . But any exports made by t h e s e u n i t s during t h e shipping 

period were e l i g i b l e f o r t h e a d d i t i o n a l l i c e n s i n g at 100 per cent 

of FOB v a l u e of exports ( i f they were in t h e A - i i l i s t ) . As a 

f u r t h e r s a f e g u a r d , small u n i t s w i t h import l i c e n s e s f o r l e s s 

than Rs. 25,000 in 1962 were exempted from t h i s r u l e . 

The number of i n d u s t r i e s in A - i i i remained t h e same, at 

101# They r e c e i v e d l i c e n s e s at t h e same r a t e as in the p r e v i o u s 

p e r i o d . There were 51 i n d u s t r i e s in Annexure I I I , under 

Automatic l i c e n s i n g 5 as a g a i n s t 52 i n the proceeding p e r i o d . 

They r e c e i v e d i n i t i a l and repeat l i c e n s e s at loo per cent of 

assessed s i n g l e - s h i f t c a p a c i t y 0 I t was necessary t o . p r o d u c e 

evidence of u t i l i z a t i o n of l i c e n s e s f o r January-June...19.63. , 

L i c e n s i n g f o r four i n d u s t r i e s was d i s c o n t i n u e d in t h i s per iod 

because they were a b l e t o meet t h e i r import requirements out 

of Export Bonus Voucher e a r n i n g s . The i n d u s t r i e s were: 

1 . B i s c u i t s and c o n f e c t i o n a r y 

2 . Beverages 

3 . B r i c k s and t i l e s 

4 . C l o c k s and watches , 

U n i t s of t h e s e i n d u s t r i e s , w i t h export performance t o t h e i r 

c r e d i t 3 however, were e n t i t l e d t o earn a d d i t i o n a l import, 

l i c e n s e s again.""4- c~p^rt performance or bank guarantees i n t h e 

p r e s c r i b e d form C t h e sane V as f o r A - i i ) . 



As in other, shipping p e r i o d s , i n d u s t r i e s not l i s t e d in 

Annexures I I . o r I I I had t h e i r import p r i v i l e g e s announced by t h e 

r e g i o n a l l i c e n s i n g a u t h o r i t i e s concerned. In no cas js , however 

was a quota or c a t e g o r y cut from what, i t had been in t h e preceding 

perxod. A l s o j l i c e n s e s were issued t o i n d u s t r i a l consumers on the 

b a s i s of t h e amounts i n d i c a t e d by them f o r . d i f f e r e n t items of 

t h e i r approved e n t i t l e m e n t s s u b j e c t t o any r e s t r i c t i o n s which may 

have, been p r e s c r i b e d in r e s p e c t of p a r t i c u l a r i t e m s . L i c e n s e s 

f o r raw m a t e r i a l s - w e r e not c o n v e r t i b l e i n t o spare p a r t s , and 

v i c e v e r s a . L i c e n s e s f o r s p e c i a l spare p a r t s which r e q u i r e d more 

than t h e normal per iod of v a l i d i t y were i ssued upon, r e q u e s t /~2, 

January 1 , 1963J7 and / ~ 4 , January 1963, pp. 7 - l 0 . J \ 

JULY - DECEMBER 1963 

T h i s shipping per iod witnessed an import p o l i c y s i m i l a r t o 

t h e one in the preceding p e r i o d , and an .extension of the p o l i c y 

f o r the p r e v i o u s t h r e e p e r i o d s (going back t o January-June 1 9 6 2 ) . 

The l i s t o f importable items under t h e Automatic B a s i s of l i c e n s i n g 

f o r commercial and i n d u s t r i a l importers contained t w e l v e i t e m s , a 

d e c l i n e of one item from t h e prev ious p e r i o d . Otherwise , the 

procedure f o r importing t h e s e items remained t h e same. The OGL 

l i s t of imports i n c r e a s e d by one item t o f i f t y during t h i s p e r i o d , 

and not only continued t o supply t h e domestic economy a d e q u a t e l y , 

but introduced new t r a d e r s i n t o t h e p a r t i c u l a r items in c o m p e t i t i o n 

w i t h t h e e s t a b l i s h e d l i c e n s e h o l d e r s f o r t h e s e i t e m s . 

The i n d u s t r i e s in Annexure I I remained at 144, and t h e 

d i s t r i b u t i o n between t h e v a r i o u s sub-groups remained t h e same, a s 

did the p o l i c i e s f o r each sub-group ? A very encouraging improve-

ment in export performance was reported by t h o s e i n d u s t r i e s in l i s t 

A - i i during January-June 1963, An a l t e r a t i o n was made, however, 

in the method of psra l i zat ion non-export ing u n i t s in l i s t s A - i and 

A - i i , Only t h o s e u n i t s without export perfor..-.,. oe and wi th import 

l i c e n s e s t o t h e i r c r e d i t during t h e per .od J u l y , 1962 t o June, 

1963 of Rs. 30,000 or more were f a c e d w i t h a cut i n t h e i r import ' 
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ent i t lement of 10 per c e n t . A l s o t h i s p o l i c y did not apply t o 

new u n i t s of any s i z e in the f i r s t s i x months of t h e i r produc-

t i o n . 

Annexure I I I . Automatic l i c e n s i n g f o r i n d u s t r i e s , 

contained f i f t y - o n e i n d u s t r i e s t h i s p e r i o d , a decrease of one 

from -ne preceding p e r i o d . Otnerwise , t h e p o l i c y f o r i n i t i a l 

and repeat l i c e n s e s was t h e s a n e . In t h e preceding per iod 

four i n d u s t r i e s r e c e i v e d no i n i t i a l import l i c e n s e s ( n e c e s s i t a -

t i n g t h e i r importing w i t h Bonus Vouchers) but were g i v e n 

l i c e n s e s t o t h e v a l u e of 100 per cent of export performance. 

T h i s p o l i c y c o n t i n u e d , w i t h one of the i n d u s t r i e s , t h e c l o c k 

and watch i n d u s t r y , r e c e i v i n g part of i t s requirements in 

t h i s manner and t h e other requirements from domestic sources 

e n t i r e l y . These were the only i n d u s t r i e s , , o t h e r than t h e ones 

i n t h e A - i i l i s t , which r e c e i v e d a d d i t i o n a l import l i c e n s e s 

based upon export performance. The i n d u s t r i e s l i s t e d i n 

n e i t h e r Annexure I I nor I I I were t r e a t e d s e p a r a t e l y , as announced 

by t h e r e g i o n a l l i c e n s i n g a u t h o r i t i e s concerned. 

JANUAHZ - JUNE 1964 
i 

The broad p o l i c y g u i d e l i n e s which determined t h e content 

of t h e Import P o l i c y f o r t h i s per iod were announed by t h e CCI&E 

on December 3 1 , 1964 as a p r e f a c e t o t h e c o n t e n t s of t h e p o l i c y 

They were* 

1* P u l l e r u t i l i z a t i o n of i n d u s t r i a l c a p a c i t y in t h e 

country so a s t o prov ide f o r i n c r e a s e d a v a i l a b i l i t y 

of goods, 

2 . To broaden and whoreever n e c e s s a r y s trengthen the 

base of export i n d u s t r i e s so a s t o lend greater , 

c o m p e t i t i v e a b i l i t y t o P a k i s t a n ' s manufactured goods 

in the export market . 

3 . A p r o g r e s s i v e r e d u c t i o n i n the import of a wide 

range of commodities manufactured l o c a l l y . 

4 . P r o v i s i o n f o r improved supply through commercial 

channels of such other i tems of i n d u s t r i a l and 

consumer importance as were not manufactured or wer 

i n s u f f i c i e n t l y a v a i l a b l e in P a k i s t a n J a n . 1 9 6 4 . p 



The new p o l i c y provided f o r i n c r e a s e d a l l o c a t i o n s of a number of 

items i n order to i n c r e a s e the l e v e l of s u p p l i e s of t h e s e items t o 

a l e v e l compatible wi th the growth r a t e of the economy. The l i s t 

of i tems whose a l l o c a t i o n s were i n c r e a s e d contained both industrial 

and commercial requirements , as w e l l a s some of consumer i n t e r e s t . 

The main l i b e r a l i z a t i o n , however, was a l i m i t e d f r e e import l i s t , 

which was g r e a t l y expanded i n the f o l l o w i n g p e r i o d . Four i tems out 

of the i r o n and s t e e l c a t e g o r y were p laced on a f r e e import system 

which did not r e q u i r e any l i c e n s i n g and was open t o a l l P a k i s t a n i s 

(with c e r t a i n l i m i t a t i o n s d e t a i l e d b e l o w ) . A l s o , a l l o c a t i o n s of 

l i c e n s e s f o r other i tems in the i r o n and s t e e l - group under OGL 

import were c o n s i d e r a b l y i n c r e a s e d , as w e l l as f o r o ther groups of 

items such as drugs and medic ines , books, s c i e n t i f i c ins truments , 

second hand c l o t h i n g , marine e n g i n e s , machinery and spare p a r t s , 

dyes and c h e m i c a l s , and raw f i l m . 

On Free L i s t import were p laced M.S. B i l l e t s , P i g I r o n , Tin 

P l a t e s , and Tin S t r i p s , the import of which aid not r e q u i r e any 

l i c e n s e s a g a i n s t U.S. Loan. 'Previous commercial importers and 

i n d u s t r i a l consumers of i r o n and s t e e l as were a l r e .dy registered 
i 

w i t h the Government, as w e l l as any other r e s i d e n t n a t i o n a l of 

P a k i s t a n , and such f i r m s , b u s i n e s s houses and i n s t i t u t i o n s as were 

w h o l l y owned by r e s i d e n t P a k i s t a n i n a t i o n a l s were e l i g i b l e t o import 

items on the Free L i s t wi thout cover- of any l i c e n s e . However, 

Importers were r e q u i r e d t o cpen l e t t e r s of c r e d i t f o r an amount not 

l e s s than .s.50,000 f o r one or a l l of the items at a t ime. A l s o , 

imports had t o be a t t h e most c o m p e t i t i v e r a t e s and importers were 

l i a b l e a t any time t o have t o submit documents f o r s c r u t i n y concerning 

p r i c e s p a i d . Imports of o ther i tems of i r o n and s t e e l continued t o 

be governed by the l i b e r a l i z e d OGL import l i s t and r u l e s . The ex-

i s t e n c e of the Free L i s t had the e f f e c t of removing a l l r e s t r a i n t s 

on the import of the i tems on the l i s t , and t h e r e f o r e the p r e v i o u s 

c a t e g o r i e s and quotas f o r t h e s e i tems were of no f u r t h e r s i g n i -

f i c a n c e . 

Only nine items remained on the Automatic B a s i s of l i c e n s i n g 
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t w e l v e . I n i t i a l l i c e n s e s continued co be i ssued at 100 per cent 

of c a t e g o r y or s i n g l e - s h i f t c a p a c i t y and r e p e a t l i c e n s e s were 

i ssued upon proof of u t i l i z a t i o n of 75 per cent or more of the 

v a l u e of the p r e v i o u s l i c e n s e c The OGL l i s t contained f i f t y 

i t e m s , an i n c r e a s e of one item from t h e preceding p e r i o d . The 

procedure f o r OGL import was l i b e r a l i z e d and modif ied in c e r t a i n 

r e s p e c t s concerning t h e e l i g i b i l i t y of importers and t h e amount 

t h e y could import . For OGL a p p l i c a n t s with proof of s i z e a b l e 

export performance during the p r e v i o u s t h r e e year p e r i o d , i n i t i a l 

l i c e n s e s were i ssued at 25 per cent more than t h e amount p e r m i s s i -

b l e f o r other e l i g i b l e a p p l i c a n t s . This f a c i l i t y was not 

a v a i l a b l e , however, f o r any exports on which t h e a p p l i c a n t had once 

been g i v e n c r e d i t of a d d i t i o n a l l i c e n s i n g . 

I n d u s t r i a l l i c e n s i n g was changed in se e r a ! ways during 
\ 

t h i s p e r i o d . A l l i n d u s t r i e s f e l l under four sub-groups of 

Annexure I I i n s t e a d of under Annexures I I and I I I as during 

t h e preceding p e r i o d . Obvious ly , .no l i c e n s i n g was necessary f o r 

t h e items on t h e Free L i s t s i n c e t h e items were e q u a l l y a v a i l a b l e 

t o a l l Importers . The A - i l i s t of Annexure I I continued t o be 

t h o s e i n d u s t r i e s on t h e "Request B a s i s p r o p e r . " Ten i n d u s t r i e s 

were a b l e t o obta in a c t u a l requirements under t h i s p o l i c y . They 

were required t o submit, along with r e q u e s t s , c e r t i f i e d f i g u r e s 
requested 

of export i n 1963 and reasons f o r / ; amounts, The A - i i 

l i s t continued t o p r o v i d e a d d i t i o n a l i n c e n t i v e s f o r export t o 

f o r t y - t w o i n d u s t r i e s , an i n c r e a s e of nine over t h e prev ious 

p e r i o d . A r e d u c t i o n was made in t h e i n i t i a l l i c e n s i n g t o 80 

per cont of p r e v i o u s e n t i t l e m e n t , i n s t e a d of l o o per cent as 

b e f o r e . Cash l i c e n s e s equal t o 100 per cent of t h e FOB v a l u e 

of t h e i r exports f o r the import of s p e c i f i c items of t h e i r 

requirements of raw m a t e r i a l s and spare p a r t s , b a l a n c i n g / . 

modernizat ion equipment, and c e r t a i n packing m a t e r i a l s were 

a l l o w e d . The v a l u e of l i c e n s e s f o r packing m a t e r i a l s , was 

doducted from FOB v a l u e of e x p o r t s and Bonus Vouchers were i s s ued 
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f o r t h e . h a l a n c e , 

a Automatic l i cens ing , f o r i n d u s t r i e s , gub-group A - i i i , was 

extended to. 83 i n d u s t r i e s , an i n c r e a s e frPUL the 51 i n d u s t r i e s 

covered p r e v i o u s l y . Both i n i t i a l and repeat l i c e n s e s were i s s u e d 

f o r 100•. p e r cent of a s s e s s e d s i n g l s s h i f t c a p a c i t y . The A - i v l i s t 

covered a l l o t h e r i n d u s t r i e s whose import p o l i c i e s were announced 

by .the r e g i o n a l l i c e n s i n g a u t h o r i t i e s concerned. A t o t a l o f 122 

i n d u s t r i e s were on t h i s l i s t . 

Advance l i c e n s e s were a v a i l a b l e to i n d u s t r i a l consumers, 

whether recognized o r unrecognized, f o r the import of s p e c i f i e d 

items of t h e i r p r o d u c t i o n requirements , Including packing m a t e r i a l , 

up to 40 per cent o f the FOB v a l u e of e x p o r t s . They had to submit 

a bank guarantee that they would surrender , w i t h i n a per iod s p e c i -

f i e d by the l i c e n s i n g a u t h o r i t y concerned, an amount equal to the 

v a l u e of the l i c e n s e , i n the form o f Bonus Vouchers, I f they f a i l e d 

to export . 

Four i n d u s t r i e s were required to meet t h e i r requirements of 

raw m a t e r i a l s and spare p a r t s from t h e i r own r e c o u r c e s . They were: 

1 . B i s c u i t s and c o n f e c t i o n e r y 

2. Beverages 

3. B r i c k s and t i l e s 

4.. Cotton t e x t i l e s (weaving and spinning) 

Units o f i n d u s t r i e s one and t h r e e above were, however, e n t i t l e d to 

o b t a i n l i c e n s e s a g a i n s t a c t u a l export performance s i m i l a r to the 

procedure f o r A - i i i n d u s t r i e s , / " 2 , January 1 , 1964/ a n d / " 4 , Jan-

uary 1964, pp. 24-59J?. 

JULY - DECEMBER 1964 

The s u c c e s s f u l working o f the l i m i t e d Free L i s t during the 

preceding p e r i o d encouraged, the Government to g r e a t l y expand i t s 

scope i n the shipping, p e r i o d July-December 1964. The i tems 
\ 

i n c l u d e d covered " . . . p r a c t i c a l l y the bulk o f the requirements 

of the i n d u s t r i e s f o r imported raw m a t e r i a l s and s p a r e s . " / " 4 , 

J u l y 1^64, p. Also a l a r g e v a r i e t y of e s s e n t i a l consumer 

i t ems we re 



f r e e l y importable without cover of any l i c e n s e . The Government 

a l s o took s t e p s t o ensure t h a t s u p p l i e s of raw m a t e r i a l s not 

covered by the Free L i s t were made r e a d i l y a v a i l a b l e t o i n d u s t r i e s 

so t h a t production was not held back by p o s s i b l e s h o r t a g e s . The 

means of achiev ing t h i s was the removal of the prev ious c l a s s i f i e s 

t i o n .of i n d u s t r i e s f o r purposes of l i c e n s i n g (Annexures I I and I I I 

which' had been used s ince January-June 1961 t o denote v a r i o u s 

t reatments of i n d u s t r i e s ) and the i n s t i t u t i o n of a more s i m p l i f i e d 

procedure t o p l a c e a l l i n d u s t r i e s on a uniform b a s i s f o r purposes 

of l i c e n s i n g . In most c a s e s I n d u s t r i e s r e c e i v e d l i c e n s e s at 100 

per cent of t h e i r e n t i t l e m e n t f o r items not covered by t h e Free L i s t 

(or e x c l u s i v e l y on Bonus import) w i t h a f a c i l i t y f o r repeat l i c e n s i n g . 

The Free l i s t was expanded from t h e f o u r types of i r o n and 

s t e e l imports i n January-June 1964 t o a l i s t of f i f t y - o n e itmes 

cover ing l a r g e segments of i n d u s t r i a l end consumer . needs . Var ious 

r e s t r i c t i o n s governed the import of Free L i s t i tems both in s i z e and 

source because many of the i tems were being suppl ied by aid g i v i n g 

c o u n t r i e s under t i e d procurement agreements. G e n e r a l l y , t h e minimum 

u n i t f o r which a l e t t e r c r e d i t could be opened v; s R s . 50,000 f o r 

•iron and s t e e l i t e m s , and Rs, 20,000 f o r other items importable 

under aid or l o a n . Imports had t o be at the most c o m p e t i t i v e r a t e s , 

which importers had t o prove upon r e q u e s t . I n d u s t r i a l ' consumers 

importing items on t h e Free L i s t were required t o use such m a t e r i a l s 

f o r i n d u s t r i a l production and were 'prevented from s e l l i n g , t r a n s f e r r -

ing or using such m a t e r i a l s f o r purposes other than f o r manufacture 

(as r e q u i r e d of imported m a t e r i a l s i n t h e p a s t ) . In a d d i t i o n , 

machinery maintenance spares f o r a l l i n d u s t r i e s and components and 

other i tems of e l e c t r i c meters , motors, t r a n s f o r m e r s , and s w i t c h g e a r s 

were placed on Free L i s t f o r recognized i n d u s t r i a l consumers o n l y . 

They were e n t i t l e d t o open l e t t e r s of c r e d i t up t o 100 per cent 

of e n t i t l e m e n t d e t a i l e d in t h e i r pass books without o b t a i n i n g any 

import l i c e n s e . For t h i s purpose pass books were i ssued t o a l l 
1 6 / 

r e g i s t e r e d i n d u s t r i a l consumers . 
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The OGL l i s t continued t o introduce newcomers i n t o the 

import t r a d e and t o provide compet i t ion f o r the e s t a b l i s h e d 

i m p o r t e r s . The l i s t of items under OGL stood at t h i r t y f o u r t h i s 

p e r i o d , a decrease from the f i f t y - o n e items in the previous pariod 

(many of which had been placed on Free L i s t ) . The v a r i o u s r u l e s 

governing import under OGL were s i m i l a r t o those in the preceding 

p e r i o d . However, a new p o l i c y was added t o encourage t h e growth 

of a c l a s s of e x p o r t e r s as d i s t i n g u i s h e d from manufacturers and 

i m p o r t e r s . For t h i s purpose a p o l i c y was e s t a b l i s h e d under which 

any person other than an i n d u s t r i a l consumer, i r r e s p e c t i v e of h i s 

p l a c e of b u s i n e s s , could ap^ly f o r an import l i c e n s e in r e s p e c t of 

any item on t h e OGL l i s t by f i r s t producing ev idence of export of 

double t h e amount of the minimum u n i t f o r t h e OGL item appl ied f o r . 

The u s u a l c o n d i t i o n s f o r OGL import did not apply i n t h e s e c a s e s . 

A l i s t of f i f t y i tems, export of which would q u a l i f y f o r t h i s 

scheme, was g i v e n , w i t h t h e p o s s i b i l i t y of a d d i t i o n s l a t e r . This 

system was a v a i l a b l e t o t r a d e r s in t h e f o u r major c i t i e s which had 

been deprived of t h e advantages o f t h e OGL system under p r e v i o u s 

p o l i c y , 

A new l i c e n s i n g procedure was e s t a b l i s h e d f o r t h o s e items 

not under Free L i s t a t e x c l u s i v e l y on Bonus Import, The o ld system 

of annexures and sub-groups was r e p l a c e d by two l i s t s , A and B , 

L i s t A contained 202 i n d u s t r i e s which r e c e i v e d l i c e n s e s at 100 per 

cent of e n t i t l e m e n t f o r t h o s e goods not on F r e e L i s t or e x c l u s i v e l y 

on Bonus import . Repeat l i c e n s e s were a l s o a v a i l a b l e upon product ion 

of a B i l l of Entry f o r 50 per cent or more of t h e v a l u e of t h e 

e a r l i e r l i c e n s e s Ca r e d u c t i o n from t h e 75 per cent i n t h e preceding 

p e r i o d ) . The B l i s t covered 43 i n d u s t r i e s whose import p o l i c i e s 

were announced by t h e r e g i o n a l l i c e n s i n g a u t h o r i t i e s (other than f o r 

F r e e L i s t i t e m s ) . A l l i n d u s t r i e s i n L i s t s A and B, whether 

recognized or not (other than c o t t o n - t e x t i l e s , j u t e manufactures , 

and b i d i ) , were a b l e t o obta in a d d i t i o n a l l i c e n s e s based upon 

export performance. These l i c e n s e s were a v a i l a b l e f o r t h e import 



of s p e c i f i e d items of t h e i r product ion requirements , e x c l u d i n g those 

on the Free L i s t , a t a l e v e l not- exceeding 50 per cent of the FOB 

value of exports (many i n d u s t r i e s r e c e i v e d a l l o t m e n t s a t a f r a c t i o n 

of the maximum f i g u r e of 50 per c e n t ) . These l i c e n c e s were a l s o 

v a l i d f o r the import of machinery and equipment f o r ba lancing and 

modernization (not f o r a d d i t i o n s ) s u b j e c t t o approval of r e g i o n a l 

l i c e n c i n g boards . Import of packing m a t e r i a l a l s o was p e r m i s s i b l e 

up t o 10 per cent of the va lue of the a d d i t i o n a l l i c e n c e s . For f i v e 

i n d u s t r i e s , however, l i c e n c i n g was withdrawn a l t o g e t h e r , and they 

were r e q u i r e d t o meet t h e i r requirements of raw m a t e r i a l s and spares 

from t h e i r own r e s o u r c e s (except items on the Free L i s t i n c l u d i n g 

maintenance s p a r e s ) . These i n d u s t r i e s were: 

1 . B i s c u i t and c o n f e c t i o n e r y 

2. Beverages 

3 . B r i c k s and t i l e s 

4 . Cotton t e x t i l e s (spinning and weaving) 

5 . Woollen m i l l s 

Various arguments were considered a s t o whether the i n c e n t i v e 

i n the form of a d d i t i o n a l import l i c e n c e s should be continued in 

l i g h t of the l i b e r a l import a v a i l a b i l i t y under t h e Free L i s t . 

Misuse of th'e f a c i l i t y by some e x p o r t e r s and the f a c t t h a t t h e r e 

would not' be a need f o r e x t r a l i c e n c e s s i n c e the bulk of i n d u s t r i a l 

requirements were a v a i l a b l e i n the market were used as arguments 

a g a i n s t the scheme's cont inuance . However, i n the Government's 

opinion the i n c e n t i v e had played a s i g n i f i c a n t r o l e i n the past in 

b r i n g i n g about a growing awareness of the export market and an 

i n c r e a s e i n the v a l u e of e x p o r t s . The i n c e n t i v e was cont inued, 

a l though i t s value t o t h e e x p o r t e r s as an i n c e n t i v e was reduced, 

A c o n f l i c t between p r i c e s of imports under r e g u l a r l i c e n c i n g 

and Bonus imports had been n o t i c e d i n the p a s t . Regular l i c e n c e 

h o l d e r s r e c e i v e d a w i n d f a l l p r o f i t a t t h e expense of the consumer 
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on items imported under both Bonus and cash l i c e n s i n g . This was 

caused by the f r e e market premium on Bonus Vouchers, which made the 

rupee cost of Bonus imports higher than the rupee c o s t of an equiva-

l e n t amount of imports under r e g u l a r l i c e n s i n g . This per iod witnessed 

a reduct ion of the items common to both the l i c e n s a b l e and Bonus 

l i s t s t o a bare minimum. Only a couple of items such as machinery 

and s p a r e s , automotive v e h i c l e s , and automotive p a r t s remained on 

both l i s t s Ju ly 1964, pp. 2 1 - 6 k f and /*~2, October 1 7 , 19647". 

JANUARY - JUNE 1965 

The Import P o l i c y during t h i s per iod f o l l o w e d t h e same l i b e r a l 

p a t t e r n as during July-December 1964 when the Free L i s t was f i r s t 

used f o r the bulk of import requirements of many i n d u s t r i e s and f o r 

the import of many consumer i t e m s . I t was hoped when the Free L i s t 

was adopted t h a t t h i s s t e p would ensure i n c r e a s e d product ion, a 

reasonable p r i c e l e v e l , g r e a t e r a v a i l a b i l i t y of q u a l i t y goods, and 

a f a s t e r b u i l d - u p of export s u r p l u s . In announcing the c o n t i n u a t i o n 

of the Free L i s t , the CGI&E s t a t e d t h a t t h e s e c o n d i t i o n s had i n larg^ 

me--sure been f u l f i l l e d . T h e r e f o r e , the Government decided t o continue 

t o maintain a s i z e a b l e p o r t i o n of imports under the Free L i s t during 

January-June 1965. C e r t a i n changes were made i n the procedure f o r 

import and the minimum amounts a l lowed i n order to prevent any specu-

l a t i v e i m p o r t a t i o n , some of which had taken p lace in the preceding 

p e r i o d . Various r e s t r i c t i o n s on amounts importable as w e l l as source 

of supply had t o be r e t a i n e d in order t o conform t o the v a r i o u s a i d 

programs which were supply ing some of the Free L i s t items under loan 

or a i d agreements. The minimum u n i t o f import f o r i r o n and s t e e l i tems 

was reduced from Rs. 50,000 t o Rs. 25,000 and f o r o t h e r items i t 

continued at Rs. 20,000 a g a i n s t US Aid l o a n . 

The l i s t o f OGL items r e c e i v e d one a d d i t i o n during t h i s per iod 

making a t o t a l of t h i r t y - f o u r i tems. Repeat l i c e n s e s f o r t h e s e 



i tems were a l s o a v a i l a b l e s u b j e c t to c e r t a i n c o n d i t i o n s . The GCI&E 

s t a t e d t h a t "The cont inuance o f t h i s system, i n s p i t e of the f a c t 

t h a t a l a r g e v a r i e t y of items a r e on the Free L i s t r e f l e c t s only 

Government's a n x i e t y t o see t h a t more and more of our new and smal l 

people should get i n t o t h e import t r a d e so t h a t the b e n e f i t of import 

b u s i n e s s i s d i f f u s e d over a p r o g r e s s i v e l y l a r g e r number of people 

, , £~l+, January 1965, p. 4_/. A p r e f e r e n c e was a g a i n expressed 

i n the p o l i c y f o r those a p p l i c a n t s w i t h export performance t o t h e i r 

c r e d i t . I n i t i a l l i c e n s e s were i ssued a t 25 per cent more than normal 

l i m i t s f o r u n i t s w i t h s i z e a b l e export performance (not l e s s than doubl 

t h e amount of minimum u n i t f i x e d f o r the item a p p l i e d f o r ) . Also 

e x p o r t e r s anywhere in P a k i s t a n could apply f o r a l i c e n s e f o r any one 

the commercial items covered by the OGL l i s t i f they had proof of ex 

port of a va lue not l e s s than double the amount of minimum u n i t of 

the OGL item a p p l i e d f o r , prov id ing t h a t the a p p l i c a n t was not 

a l r e a d y r e c e i v i n g an import l i c e n s e e i t h e r as a commercial importer 

or as an i n d u s t r i a l consumer. The r e s t r i c t i o n s on newcomer a p p l i -

c a t i o n s from the major c i t i e s i n both Wings was r e l a x e d i n January-

June 1965. A p p l i c a n t s from Lahore and Dacca ( i n c l u d i n g Narayanganj) 

were a l l o w e d , thus exc luding only people in Karachi and C h i t t a g o n g . 

The t h i r d type of imports , those importable under n e i t h e r Free 

L i s t nor OGL, numbered 9$. For t h e s e items normal l i c e n s e s were 

i s s u e d . The procedure f o r t h i s was the same as i n the prev ious 

p e r i o d , i . e . the treatment of i n d u s t r i e s i n L i s t s A and B remained 

the same. L i s t A contained 236 i n d u s t r i e s v s . 202 in the preceding 

p e r i o d . Thes i n d u s t r i e s were granted l i c e n s e s f o r p e r m i s s i b l e items 

of t h e i r requirements other than those on the Free L i s t (and 

e x c l u d i n g items which were e x c l u s i v e l y importable under Bonus) at 

100 per cent of t h e i r e n t i t l e m e n t f o r such i tems, .also they were 

e n t i t l e d t o repeat l i c e n s e s on product ion of B i l l s of Entry f o r 

50 per cent or more of the v a l u e of the e a r l i e r l i c e n s e . L i s t 3 

contained 56 i n d u s t r i e s ( v s . 43 p r e v i o u s l y ) which were l i c e n s e d 



t o the d e c i s i o n s of t h e r e g i o n a l L i c e n s i n g B o a r d s . 

For export performance by i n d u s t r i e s i n both l i s t s 

(except f o r c o t t o n t e x t i l e s , j u t e manufactures , and b i d i ) 

a d d i t i o n a l l i c e n s e s were granted at a l e v e l not exceeding 

50 per cent of t h e FOB v a l u e of e x p o r t s . These l i c e n s e s 

were v a l i d f o r t h e import of machinery and equipment f o r 

ba lancing and modernizat ion (not f o r a d d i t i o n s ) , s u b j e c t 

t o t h e approval of t h e r e g i o n a l L i c e n s i n g B o a r d s . Import 

of packing m a t e r i a l a l s o was p e r m i s s i b l e a g a i n s t t h e s e 

a d d i t i o n a l l i c e n s e s up t o 10 per cent of t h e FOB v a l u e 

of e x p o r t s . The same l i s t of f i v e i n d u s t r i e s as in t h e 

preceding per iod had t o meet t h e i r requirements of raw 

m a t e r i a l s and spare p a r t s from t h e i r own r e s o u r c e s 

(other than i tems on t h e Free L i s t ) . Another c o n c e s s i o n 

t o . i n d u s t r y during t h i s per iod was the r i g h t of r e c o g n i z e d 

i n d u s t r i a l u n i t s t o meet t h e i r requirements of raw m a t e r i a l s 

under Bonus import in a d d i t i o n t o r e g u l a r l i c e n s e s . 

O r i g i n a l l y an item was importable from only one source 

( e i t h e r under Bonus or under r e g u l a r l i c e n s i n g ) , but 

c e r t a i n i n d u s t r i a l raw m a t e r i a l s were pat on both l i s t s 

so t h a t i n d u s t r i e s using 'them could i n c r e a s e product ion 

by supplementing t h e i r s u p p l i e s under r e g u l a r l i c e n s i n g 

wi th imports under Bonus. The l i s t of i tems was l i m i t e d , 

but i t was hoped t h a t those i n d u s t r i e s r e c e i v i n g the 

a d d i t i o n a l s u p p l i e s would be a b l e t o i n c r e a s e i n d u s t r i a l 

prod. ict ion January 1965, pp. 3-33_7 a*id /~2, January 

1 1 , 1965J? 
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A s s e s s m e n t - amounts of raw materials and spares necessary for 

single shift production "by industries, as determined "by the 

Government. 

Automatic Basis of licencing - a system of import licencing 

allowing initial imports of listed items ("both raw materials 

and consumer goods) at a percentage of assessment, and 

additional imports after proper utilization of initial licences. 

Automatic licencing for industries - a system of import licencing 

allowing listed industries to import a specified percentage 

of their requirements of raw materials and spares; as well as 

the allowance of repeat privileges. 

Basis of Licencing - means the percentage, rate, or formula 

adopted for determining the amount of licences issued to an 

importer or exporter. 

Bonus Vouchers - import privileges (applicable to listed imports only) 

issued under the Export Bonus Scheme; freely exchangeable 

on the open market. 

Category - means a half yearly import entitlement of a registered 

commercial importer, originally established as an average o f 

the imports brought into Pakistan "by each commercial importer 

during the original OGL period (five shipping periods from 

July, 1950 to November, 1952). 

Certificate of Registration - given to importers admitted for 

registration, indicating whether importer i s 

a. Established importer 

b. OGL importer 

c. Newcomer 

d. Free list importer 

e. Government Account importer 

f . Indentor 

g. Industrial consumer 
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Chief Controller of Imports and Exports (Cd&E)- heads the 

import and export control organization with offices in 

different parts of the country. He is responsible for issuance 

of licences and implementation of the various policies of 

the Government relating to imports and exports. 

Commercial Importer - means an importer who imports goods for sale 

in the same form. 

Entitlement - means half yearly requirements of raw materials or 

spares of an industrial unit as established by assessment or 

recommended by the sponsoring authority. 

Export Bonus Scheme - an incentive for exporters (of items other 

than raw jute, raw cotton, hides and skins, wool, rice, and 

tea) based upon a percentage of the amount exported, given in 

the form of import licences (Bonus Vouchers) either freely 

exchangeable or applicable to the import of specified items. 

Export Incentive Scheme - effective from June 28, 1954 to September 30, 

1955 (and revised periodically). 

Export Industries Special Licencing Scheme - effective from June I , 

1957 to May 31, 1958. 

Export promotion Committee - a Government appointed body which 

met ±n 1952 to study the future of Pakistan*s export . 

potential and to make recommendations. For the report, see 

C*J . 

Export Promotion Scheme - effective from October 25, 1955 to 

January 15, l959(and revised periodically). 

Export' Promotion Scheme f o r Mill-made Cotton T e x t i l e s -

e f f e c t i v e from June 1 2 , 1953 t o June 11 , 1959. 

Free L'ist - a c o l l e c t i o n of those imports i n each s h i p p i n g 

per iod ( s t a r t i n g in January-June 1964) which are 

f r e e l y importable by any P a k i s t a n i n a t i o n a l r e s i d e n t 

without cover of any l i c e n c e ( s u b j e c t t o c e r t a i n 

r e s t r i c t i o n s ) . 



Import Policy - an announcement by the CCI&E at the beginning of 

each six month shi pping period specifying the exact details 

governing imports for that period, including the items 

eligible for import, the quantities, and other pertinent 

information. 

Industrial importer - means a firm or unit requiring imported 

material for the manufacture of its products. 

Licence - means authorization of import or export involving 

foreign exchange. 

Licencing Authorities - means' the authority appointed for each 

region to issue licences, permits, and registration certificat 

includes the Chief Controller, Joint Chief Controller, 

Controller, Deputy Controller, and Assistant Controller of 

Imports and Exports. 

Licencing Boards - one each in Karachi, Lahore, and Chittagong. 

In accordance with allocation made and principles laid down 

by the Government, they decide the basis of licencing for 

their respective regions for only such items and industries 

which are not announced in the Import policy. 

Open General Licence (OGL) - a policy under which a l l items listed 

are freely importable (or exportable, as the case may be) 

without cover of a licence. For imports this was f irst 

introduced during the Korean War when foreign exchange was 

plentiful. Later it was removed as the boom ended. For exports 

this was f irst instituted in November, 1955 in an attempt to 

encourage exports by removing as many bureaucratic 

controls as possible. 

Pass Books - for commercial importers show items, ITC classification 

and value of categories held by them. For industrial consumers 

they show items of maintenance spares, ITC classification, 

and value of entitlement (and may also show entitlements 

for raw materials). 

Permit - means authorization without involving foreign exchange, 
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and includes import permits, cleanance permits, and 

export permits* 

Request Basis of Licencing - a method of import licencing for 

industries which allows the units to specify the types and 

amounts of imported materials req-uired on a twelve month 

basis* £ 

Scheduled Banks - those banks authorized by the Government to 

deal in foreign exchange. 

Shipping period - calander year divided up into two six month 

periods from January^June and July-December for purposes 

of policy decisions and announcements. 
4 

Source: Definitions from the body 

of the paper, and as defined 
in Pakistan, Ministry of 

Commerce, Office of the Chief 

Controller, Manual of Imports 

and Exports Control. 

(Karachi* Manager of 

Publications, 

October 30, 1964), 



FOOTNOTES ' 

l / The export Bonus Scheme provides exporters (of items other 

than,raw jute3 raw cotton, hides and skins, wool, rice, and tea) with a 

percentage of their total foreign exchange earnings in the form of Bonus 

Vouchers. These Vouchers can either be sold freely on the open market, or 

used to import any of the items allowed under the Scheme. 

2/ For a discussion of the Export Bonus Scheme see Bruton, Henry 

,. J. , and Swadesh R. Bose, The Pakistan Export Bonus Scheme (Karachi: 

Pakistan Institute of Development Economics, 1961 )• 

3/ Readers are referred to the Glossary for a definition of the various 

terms used throughout this paper. 

4/ For the report, see /~3J• 

5/ The suggestions of the Committee in regard to a freely exchangablo 

export subsidy were similar in many wa2rs to the system 01 Subsidy which 

emerged in 1959 as the Export Bonus Scheme. 

6/ Estimates are from Pakistan, Ministry of Commerce, White Paper on the 

Budget for 1956-57. (Karachi* Manager of Publications) 

P. 24, as cited in ^"5, pp. 53-54J• 

7/ In other words, items in schedule I were treated in the same manner 

as under schedule I of the first Export Promotion Scheme which ran from 

October 25, 1955 to September 30, 1956. 

8/ AlthoUt 1 the Export Promotion Scheme was extended until June 30, 

1960, it was eliminated by the new Government on January 15, 1959 and 

replaced by the Export Bonus Scheme. 

9/ For purposes of policy decisions the calendar year is divided up 

into two shipping periods ruining from January to June ,-nd from July to 

December. The Government issues for each shipping period an "Import Policy" 

specifying the procedures governing the import sector of the economy for 

that period. 

10. / Licences issued from "cash" resources are financed out of Pakistan's 

foreign exchange reserves, while licences issued from "aid" resources are 

sub-authorizations from the various aid loans given to Pakistan, by foreign 

countries. There may be restrictions on source, quality, and quantity 
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for aid sub-authorizations (tied aid), "but c&eh 
, : . be 

licences can / used in any area desired (unless the 

licences specify a certain currency area). 

l j / The term »' category" refers to a half yearly import 

entitlement, of a registered commercial importer. 

12/ The price of items imported exclusively under normal 

licencing procedure would be less than previous Bonus cost 

only i f aggregate supply end competition v/ere present to a degree 

large enough to force the price downward ( assuming demand 

unchanged). 

13/ Whenever Automatic licencing is discussed in connection 

with industries it refers to the policy of Automatic Licencing 

for industries. On the other had, when specific items of 

import are mentioned, for either commercial or industrial 

importers, i t refers to the Automatic Basis of licencing. 

14/ Refer to Appendix A for a chart sucsnary of licencing 

procedure affecting industries in each shipping period. 

15/ The f irst OGL was established during the Korean War boom, 

but was rescinded when the boom collapsed. It ran from July, 

1950 to November, 1952 (five shipping periods). 

16/ Pass books for industrial consumers show the items of 

maintenance spares and raw m&terils for which they 

hold entitlement, the values, and the Import Trade Control 

classification. 
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Shipping ' 
period 1 

Policy 

i 

Jan-June 
1961 

Annexure II (118) - Automatic Basis 
100% single shift + 100% repeat 

Special Basis - in 12 selected industries 
of Annexure II exporting units received 
balancing & modernizing equipment 
licences. 

Annexure HI (51) 
100% single shift entitlement 
no repeat 

other industries not 
listed announced separately 
by regional licensing 
authorities 

July-
Dec 
1961 

Annexure IE (173) - Request Basis 
1/2 of requirements for 12 months based 
upon requests made 

Special Basis - in 12 selected industries 
of Annexure II exporting units received 
balancing & modernizing equipment 
licenses. 

Annexure IH (18) Automatic Basis 
initial at 125% of single shift assessment 
+ repeat at 100% of single shift assessment 

Other industries not 
listed announced separately 
by regional licensing 
authorities 

Jan-June 
1962 

Annexure II (160) Request Basis 
A-i (7) "request basis 
proper" 
1/2 of requirements 
12 months based on 
requests made 

for 

A-i i (31) 
80% of previous + 
100% FOB value of 
exports 

A-iii (122) 
Same as previous-if 
reasonable request made 
but no repeat, no addi-
tional based on FOB 
export 

Annexure 111(36) 
Automatic Licens-
ing initial at 
100% single 
shift assessmen t 
+100% repeat 

Other industries not 
listed announced'by regional 
licensing authorities. 

July-
Dec 
1962 

Annexure II (145) Request Basis 
A-i(9) "request basis A-ii (35) 
proper" 100% of previous 
1/2 of requirements for 12 entitlement + 100% 
months based on requests FOB value of 
made exports 

A-iii (101) 
Same as previous-if 
reasonable request made 
but no repeat, no addi-
tional based on FOB 
export 

Annexure IH052) 
Automatic 
licensing initial 
at 100% single 
shift assessment 
+100% repeat 

Other industries not listed 
announced by regional 
licensing authorities 

Jan-June 
1963 

Abnexure IT(144) Request Basis 
A-i (10) "request basis . 
proper" 
1/2 of requirements, for. 
12 months based, on 
requests made. 

A-ii (33) 
100% of previous-if 
entitlement +100% 
FOB value of 
exports 

A-iil(lOl) 
Same as previous-if 
reas-onable .request 
made but no repeat, no 
additional based on FOB 

Annexure 111(51) 
Automatic- licen-
sing initial at 
100% shift single 
assessment +100% 
respeat 

Other industries not listed 
announced by regional 
licensing authorities 
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Shipping 
period 

i 
i 

Policy 

Annexure E (144) Request. Basis. . . . . . . . . . . . .... ^ . . . . . . .. .- . . . . Annexure 111(51) Other industries not 

July-
Dec 
1963 

A - i (10). "request.basis, 
proper" 
1/2 of requiresments for 
12 months based on 
reauests made. 

A-i i (33) 
100% of previous 
entitlement+100% 
FOB value of 
exports 

A-iii.(101) . 
Same as previous-if 
reasonable request made but 
no repeat, no additional 
based on FOB export 

.:. Automatic Licen-
sing initial at 
100% single 
shift assessment 
+100% repeat 

.. l isted announced by 
regional licensing 
authorities. 

Am'iexuro II (25V) Request and Automatic Basis (4 items on Free List) 

Jan-
June 
1964 

A- rCcO) "request basis 

1/2 of requirements for 
12 months based on 
requests made,; , 

A-i i (42) 
•'c'Z% of previous • •-' 
initial entitlement 
+100% of FOB value 
of exports. 

A-iii• (83) Automatic 
Basis " 
initial at 100% single shift 
assessment +100% repeat 

• A-iv £22) 
Basis determined and announced" 
by regional licensing authorities. •_> 

July- List A (202) - industries receive Free List 
Dec items (51) + 100% of entitlement +100% 
1964 " repeat- + up to "50% FOB value of exports 

List B (43) - industries receive Free List items (51) 
+ basis sf licensing announced by regional authorities 
+ up to 50% FOB value of exports . . . . . . . 

Jan- List A (236) - industries.receive Free List List B (56) - industries receive Free List items (51) 
June items (51) ¥ 100% of entitlement + 100% + basis of licensing announced by regional authorities 
1965 repeat + up to 50% FOB value of exports + up to 50% FOB value of exports 

Note: Figures m paranthesis are number of industries affected by particular policy on Free List except those beside 
Free List-which represent number of items. 
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