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Comparative Costs of the Manufacturing Industries in Pakistan -

A Sta t i s t i ca l Study.' 

The magnitude and pattern of industr ial isat ion in 

Pakistan has attracted a considerable amount o f interest at 

home and abroad. The pattern of industr ial isat ion has been ana-

lysed in a number of studies . The re lat ive e f f i c i e n c y of the 

industries has also been analysed in terms of the e f f e c t i v e pro-

tec t ion i . e . , protection of the value added in manufacturing 

industries in Pakistan. However, a direct estimate of the costs 

of manufacturing industries and the ir comparison with the costs 

of competing imports have not been so far avai lable . This paper 

i s an attempt to c o l l e c t empirical evidence in the comparative 

costs o f a large number of Manufacturing Industries in Pakistan. 

This i s an important raw material f o r the study o f industrial 

e f f i c i e n c y in Pakistan and hence is considered worthy of present-

ation here f o r use in further research. 

The main sources o f data f o r th is study are the reports 

of the Tar i f f Commission, Government of Pakistan, which has 

most generously made available the various reports prepared by 

the Commission on the manufacturing industries of Pakistan. 

Accordingly the sample of industries covered in the study, though 

large, does exclude some important industries l i k e cotton t e x t i l e s , 

jute , woollen t e x t i l e s , e tc . which were not referred to the 

Commission. They do cover, on the other hand, a wide variety of 

individual industries which are well defined in terms o f their 

products and contain in addition a comparison of costs with well 

defined and c lose ly substitutable competing import products. 

This avoids the problem of weighting, on the one hand, and compa-

r a b i l i t y , on the other, which are involved i f large groups of 

industries are dealt with. It i s possible that the sample of 

industries i s a biased one in the sense that only the industries 

with the highest cost approached the Tar i f f Commission. On the 
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other hand, i t might be argued that only those industries which 

could not either manipulate or influence in their favour the f i x a -

ton of t a r i f f rates without an approach to the Tar i f f Commission 

approached the Tari f f Commission. Moreover, since the quantitative 

res t r i c t i ons remained through out the period an important means 

of shutting o f f foreign competition, an appeal to Tar i f f Commission 

may have been necessary only in cases where quantitative r e s t r i c -

t ions are not adequate. Therefore, the d irect ion of bias in the 

sample of industries covered here is not quite c lear . 

The data are presented here chronological ly . The cost ratios 

are calculated f o r each of the individual products o f the individual 

industry to the extent that data were avai lable . The cost rat io 

i s estimated as the ratio o f ex-factory price to the c i f price of 

the c lose ly competing import product. The ex-factory prices are 

in some cases estimated by the Tari f f Commission, since either 

the cost estimates are not submitted by the industry concerned 

or the estimates submitted by the industry are not acceptable or 

inadequate and, therefore , need cross-checking and in some cases 

an adjustment of some of the items o f cost are found necessary. 

There are cases where the costs d i f f e r between individual firms 

within an industry. In the majority o f these^cases the Commission 

se lec ts a representative firm whose costs i t takes as the basis 

f or comparison with the c i f price o f the competing import product. 

In some other cases, comparison of the c i f price i s made with the 

ex-factory prices o f a number of firms so that instead of having 

one price ratio f o r one product, there would be a number of cost 

rat ios f o r a product. The individual cost rat ios are indicated 

in the table . In other cases each of the ex-factory prices i s 

compared with a l l the alternative CIF prices . There are cases 

where the c i f prices d i f f e r considerably depending upon the or ig in 

of import and th i s a lso y ie lds a range of ra t i o s ; there are commodi-

t i e s in the case of which there are not only alternative quotations 

o f c i f prices but also d i f f erent ex-factory prices f o r d i f f erent 

firms producing the same commodity. In these cases, the alternative 
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cost rat ios are estimated sometimes by pairing o f f highest c i f 

price with the highest domestic ex-factory price and the lowest 

c i f price with the lowest domestic ex-factory pr ice . 

A c l a r i f i c a t i o n about "Drugs and Pharmaceutical Industry" 

i s to be noted. The products o f th is industry are divided into 

24 broad groups. Most of the groups contain more than one product, 

We have followed the same method as described above and have 

compared individual items. Afterwards, we have tdcen average of 

individual items of each group and have presented only groupwise 

average. We have not given the comparison of individual items. 

The year referred to in the present study f o r each industry 

or product indicates the period when the reports of Tar i f f Commissi 

were f ina l i zed and presented to the Government. Usually the data 

also re late to the same period but whenever there i s a discrepancy 

and data belong on to ear l i er period, i t has been mentioned. 

The present analysis covers 115 industries and more than 

three hundred individual products. A cost ratio f o r an individual 

industry i s a simple average of the cost rat ios f o r the individual 

products produced by an industry. The Tar i f f Commission reports 

do not 'provide information on the value of output of each ind iv -

idual items of an industry so as to use than- as weights f o r 

averaging theicost rat ios o f d i f f erent products. The quantities 

of output o f individual items are sometimes given in units which 

are not comparable as between d i f f e rent items. In cases where 

there i s only one product produced by an industry, the quantity 

of output i s given in units which are not comparable between 

d i f f erent industries and hence quantities can not be used as 

weights to combine the cost rat io f o r a number of industries. 

Moreover, data on quantities of output are not available f o r a l l 

the industries. 

An intertemporal comparison of the cost rat ios is possible 

on the basis of the present data, even though a changing composi-

t ion of industries over time imposes an important l imitat ion . 
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Moreover, a c l a s s i f i c a t i o n of industries into three categories 

i . e . consumer goods, capital goods and intermediate goods or into 

other major groups of industries can be made. 

These cost rat ios are based on the given exchange rate 

prevailing at the time of the comparison. In this sense, the 

rat ios may indicate the magnitude o f re lat ive overvaluation of 

exchange as wel l . However, these cost rat ios are private cost 

rat ios and not soc ia l cost rat ios in the sense that fac tor prices 

and costs do not necessarily r e f l e c t the scarcity pr ices . They 

may include excessive pro f i t s in protected industries or r e f l e c t 

the e f f e c t of high wage rates in organised, t a r i f f protected 

industries. These are some of the issues which research on the 

analysis of the data presented here may devote i t s e l f t o . An 

additional aspect o f the analysis o f the cost rat ios would be a 

c l a s s i f i c a t i o n of industries in terms o f their labour or capita l 

intensity or in terms of fore ign exchange component, both current 

fore ign exchange requirements and fore ign exchange component of 

capital equipment. Unfortunately, the deta i l s of cost data are 

not available to enable the ident i f i ca t i on of the particular 

reasons f o r high costs in individual industries. I t i s necessary 

to c o l l e c t supplementary data on these aspects from other sources 

in order to discover areas or industries in which Pakistan's 

comparative advantage l i e s . 

In addition to the Tar i f f Commission reports which have been 

used f o r the present study, there may be available additional 

sources of data on the comparative costs of the Pakistan industries. 

These may be available in the various f e a s i b i l i t y studies which 

are prepared f o r new industrial projects in Pakistan. It i s 

presumed that a large number o f such f e a s i b i l i t y studies have 

been undertaken during the f i r s t and second f i v e year plans. 

An examination of such data would provide valuable insight into 

the problem under study here. 
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HT 
1952: 

H I i n i n 

NOTE: 

mg: 

Lock Industry 

G.I. Padlocks 1.00 .91 

G.I. Padlocks 2" 1.59 1.41 

Brass padlocks 2.55 2.32 

Brass padlocks 2» 2.83 2.57 

German Spring type 2" 1.16 1.05 

Master type 1.73 1.57 

Master type ordinary H" 1.28 1.16 

Pin Tumbler Type 1.40 1.27 

Drawer Lock (brass) 3" 1.62 1.47 

Fair Price 
Average 1.75 .1.58 

Vermicel l i , Macaroni" 
and spaghetti 1.42 1.29 

NOTE: FAIR PRICE 

1952: Bidi Industry 

Average s i ze , medium quality 
and average price of b i d i from 
India 

East Pakistan 

West Pakistan 

1.49 

1.53 

Average 1.51 

NOTE: FAIR Price . Dif ferent C.I.Fs and ex-factory prices f o r both 
wings. 

1952: Umbrella Industry 

Average price of Imports (most 
comparable ) 

India 

Hongkong (cheap) 

Japan (Cheap) 

Average 

0.93-1.24 

1.92-2.56 

3 .51-4 .68 

5.94-7.91 

3.07-4.09 

Note: Fair pr i ce . Two exfactory prices depending oh quality of clotr 
r ibs and handle used. . 
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( 1 ) (2) (3). 

953 Diesel Oil Engine Industry 
Horizantal type Engine 
15/16 H.P. 
18, 2?, 24 and 26 H.P. 

Average 

<:ote: Fairprice 

1953: Wire netting Industry 

Galvanised Iron wire 

netting (square and hexagonalmeshes) 

3 x 16 

5 x 20 

10x 20 

16X 28 

Average 

Note: Fairprice 

1954 Fire" bricks Industry 

Moderate Heat duty 

Fire urick (Aluxninia 

Contents upto 40>* ) 

Mote: Fairprice 

1954 Brush Industry 
1. Hair Brush, wooden 

back, nylon br i s t l e s 

2. Paint brush 2"single 
Hog br i s t l e s 

3. Paint brush 2" double 
Hog br i s t l e s ' 

4. Paint brush 3" hog b r i s t l e s 
5. Cloth brush, wooden back 

Mexican f i b r e 
6. Cloth brush,'wooden back, 

with handle, Mexican f i b r e 

Average 

1.80 
1.39 

1.23 

1.12 
1.38 

1.45 

1.45 

Average 

2.05 & 2.20 

2.33 

1.03 

1.53 
2.01 

2.77 
1.96 

(4) 

1.57 

1.81 

1.69 

1.64 

1.26 

1.12 
1.02 
1.26 

1.32 

1.32 

1.78 & 1.91 

2.03 

0.93 

1.39 
1.83 

2.52 

1.75 
IM'ote: Fairprice . For item No.1 one exfactory price and two CIF ouetations 
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(1 ) (2) - • (3) (4) 

24" ( Japan and U.S.A.) 2.87 & 1 .37 2.50 & 1.19 
3" ( " " ) 2.84 & 1 .24- 2.47 & 1.08 

Average 2.95 & 1 .47 2.57 & 1.28 

Note:- One exfactory price f o r each spec i f i ca t i on has been compared 
with two C.I .F. quotations being lowest and highest C.I .F. 
quotation for each s p e c i f i c a t i o n . 

1963:- "Sulphur 

Nasir trading Co., ( l » c a l ) 
'1, For Chemical Industries (U.S.A.) 3.32 2.95 
2. For News Print (U.S.A. ) 1.64 1.46 
3. For Paper Mills (Belgium) 1.56 1.39 
4 . For Sugar Mills (W.Germany ) 1.71 1.52 

» " 1.83 1.63 
5. For Match Fac'tories " 1.48 1.32 

I t I t 1.39 1.24 
Average 1.85 1.64 

N o t e ' O n l y one exfactory price has been compared with a l l the C.I.F. 
quotations. Imported Sulphur used by d i f f erent industries bear 

' d i f f e rent C . I .F . 
[ a Exfactory price 1961-62 

1963 : - Shell Lining Plates / a 

Italy 1,96 1.74 

/a 1962 prices 

1963: Brass Rods, Brass Wires 
and Brass Hexagonal Industry 

A, Brass Rods 

2i" to 7/16" d ia . 1.66 1.48 
3 / 8 " , 5 /16", £" d ia . 1.56 1.39 
5/16" dia. (Belgium) 1.53 1.36 

B, Brass Wire • • 
Less than i " dia . * 1.56 1.39 

Average 1.53 1.40 

N§te;- Average exfactory pr ice f or each group of spec i f i ca t i on . 
Similarly average C.I .F. « f d i f f e rent sources f o r each group 
of s p e c i f i c a t i o n s , 

196^ ?- Asbestas Cement Sheet Industry 

A, Asbestas cement sheets 
B, Galvanised corg . Iron sheet 

U.S.A., ( 26 and 28 G) 
Japan (26 G) 

; " (28 G) 

Average 

Note:- Only one exfactory price 

1.37 1.22 

1.47 1.31 
1.82 1.62 
2.06 1.83 
1.68 1.49 
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TABLE-II 
EXCESS CAPACITY AND NUMBER OF FIRMS. 

0 ' 0 " _ ^Percentage of 
Year {flame of Industry or Product 5 No. of Firms ^capacity u t i l i -

0 *ff • I zation 

1951 
1951 
1951 
1951 
1951-
1951 
1952 
1952 
1952 
1952 
1952 

1952 
1952 
'1-952 

1952 
1952 
1953 
1953 
1953 
1953 
1953 
1953 
1954 
1954 
1954 
1954 
1954 
1954 
1955 
1956 
1956 
1957 
1957 
1957 
1957 
1958 
1958 

1958 
1958 
1958 
1958 
1959 
1959 

Steel Casting Industry 
Steel Re-rol l ing Industry 
Grinding Wheel Industry 
Motor Car and Cycle Pumps 
Leather Footwear Industry 
Industrial Type power switch , 
Board Industry 
i->atch Industry 
Washing Soap Industry 
Lock Industry 
Vermicelli, Macaroni and Spaghetti 
tfidi Industry 

2 
29 

1 
5 b / 

Many units 
" 1 

Umbrella Industry 
Sodium S i l i c a t e Industry 
Paints, Colour and varnish-

Industry 
Plastic Industry 
Fruit Preserving Industry 
Hurricane Lantern Industry 
Iran Safe and Almirah Industry 
Cycle Tyres and Tubes Industry 
Canvas shoe Industry 
Diesel o i l Engine Industry 
wire Netting Industry 
Fire Brick Industry 
iirush Industry 
Pulleys Industry 
Electr ic Bulb 
dattery and Battery Plates 
Beret Industry 
Beer Industry 
-ioot Polish Industry 
Coir Goods 
i-'atch Industry 
Vermicelli, Macarone & Spaghetti 
Slate and Slate Pencil Industry 
Almunium and Brass utensil Industry 
Gas Lantern including Gas Mantle 

Industry 
Typewriter Ribbon and Carbon 

Paper Industry 
Electr ic Motor Industry 
Grinding Wheel Industry 
Electr ic Fans 
Safety Razor Blade Industry 
Hurricane Lantern Industry 
Industrial Type Power Switch 
Board Industry 

12 
1300 
23 

1 
very 

large number^/ 
48 
15 
15 
5 3a/ 

108 
5 

21 
8 
4 

78 
2 
9 

12 
26 

2 
2 
2 
1 

42 
61 V 
39 

1 
81 
57 
20 

5 
2 

27 
1 
9 
4 

21.81 
27.77 
22.00 
n.a. 
61.17 
12.00 
29.41 
32.28 
n.a. 

1.63 
n.a. 
n.a. 
33.33 
17.33 
28.10 
32.46 
16.92 
n.a . 
31.19 
29.92 
41.70 
52.60 
24-85 
66.66 
66.66 
41.00 
29.78 
62.47 
n.a. 
n.a. 
25.00 
45.83 
17.67 
n.a . 
32.78 
95.00 
7.02 

n.a. 
66.66 
n.a. 
86.60 
21.05 
n.a. 

a / 16 large and 37 small 
b / Small Scale Industries 
c / Many Small Units 
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1 

959 Straw 3oard Industry 
959 Fruit Preserving Industry 
960. Diesel Oil Engine Industry 
960 Fire Bricks Industry 
860. Sodium Bichromate 

.Manufacturing Industry 
960 Plast ic Industry 
960 Ashing So" ' Industry' 
960- Iron Sjjfe and Steel Almirah Ind. 
960 Wire Netting Industry 
960. Transformer Industry 
961 Dye Stuff Industry 
962. Slate and Slate Pencil Industry 
962 Belting Industry 
§62. Breakfast.and Farinaceous 

Food "Industry 
962 Accetone 
962 Bicycle Tibe Valves 
962 3rass Strips 
962 Brass Ingots 
962 Fire Fighting Hose Pipes 
962 Vermicelli., Macaroni & Spaghetti 
963 Umbrella Industry 
963 i«»atch Industry 
963 Transformer Industry 
§63 Texti le Power Loom Manufacturing 

Industry 
963 Grinding Wheel 
963 Alkatra 
963 Arc Welding Electrodes 
963 Steel Ball (Grinding Media) 
963 3rass Hinges 
963 Electr i c Meter 
963 Barytes Industry 
963 Galvanised Iron Pipe 'J 
9 63 Sulphur 
963 Shell Linning Plates 
§63 Brass Rods, Brass Wires & 

Brass Hexagonals Industry 
963 Asbestas Cement Sheets Industry 
963 Umbrella Fitting 
963 Bicycle ManufacturSng 
963 Drugs and Pharmaceutical Industry 
964 Electr ic Bulb 
964 Rubber Vaccum Brake Fittings 
964 Hurricane Lantern Industry 
964 Safety Razor Blade 
965 Iron and Steel/Brasswood 

Screws 
965 'Sodium Hydrosulphite 
965 Aluminum Sheets 
965 Hydrogen Peroxide 
965 Sodium Bichromate and basic 

Chromium 
965 Wire Drawing 
965 Dry Cell and Batteries industry 
965 nylon Monofilament 
965 Spark Plug 
965 Steel Re-rol l ing 
965 Caustic Soda 
965 Oil Circuit Brakers 

5 49.07 
10S n .a . 
103 22.09 

13 27.81 
1 n .a . 

21S a / 9.11 
1070 b / . 33.33 

37 n.a. 
7 53.10 
2 n.a. 
1 39.50 

84 19.29 
4 7.23 
1 n.a . 

1 14.28 
2 n .a . 
1 4.20 
1 n .a . 

n.a. n .a . 
3 5.00 

112 15.67 
19 n.a. 
2 71.00 

27 19.00 

2 51.80 
18 37.00 
4 n .a . 
1 n ,a . 
1 52.36 
2 23.29 
9 n .a . 
5 46.00 
2 38.30 
1 n.a . 

1 16.33 
1 63.10 
a 30.00 
5 99.10 

130 n.a . 
3 86.00 
3 n .a . 
5 33.00 
4 n.a. 

12 28.60 

2 34.00 
2 n .a . 
1 58.33 
1 37.00 

n.a. n .a . 
9 n.a. 
1 9.00 
1 11.66 

29 n.a . 
3 6.70 
2 n .a . 

a / 39 large and 179 cattage scale 

b / Only those producing more than 100 
ton per year 
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