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*Marginalization as a Socihl Constraint for‘the
Adoption of Agricultural Innovations'in Pakistan
..Dr. Haider.Ali_Chaudhari*

tFrom a‘sovisl ‘perspeotive undil‘our‘day; human society-has <never
-pxisted!, "The* contemporary wofld’willnot be’primfatily:remembered
* for-its niolear exptosions and- taming ofuaturd, but ¥ probably.-duesto
~the™faot ‘that*in® this-orucialvera 'the world: irasibrokemwin; andthe
institations of the moderatwdrldiisuontiasticommiinioation sischools,
political parties eto. have provided the basis of collective entity to the
human race to feel concerned for each other in. a global] perspective,
One of the more dramatio ohariges whioch_has odoured in the world
economic and political relationships in the past two years is"the suocess
' 1of she-developing:oountrieszin shiftingrcthe: subject noficthidir poverty
trfrom tthe*spériphery-tof-werld ifaira ¢othe ceutre. - Theis-accomplish,
v:ment has manyoauges inoludingisheruse of theiruramerioalyspreponder4
ance and voting solidarity to ensure that their causerieadsithe agenda
of all inter-governmentai meetings.2

.. Bxtensive litefature hasbeen:produced by internitional organizas
tions and scholars of various ocountries whiohuidgpictimbalance in
growth rates expressed. in oconcepts like ‘a divided world’ or the
*ever-widening gap’ between the rich and 'the'develdping societies.
Not orly between countries, but within a @ooiety, “the ‘disparities in
different segments have boen increasing. The unprécedented population
growth and the slow development of techdoldgical basé i’ the develop-

iingoouatriesibave drawn sattention~ofi-the, polioy.makers..and the
scholars for scientific analysie.

Poverty, » a i muiti+dimensionalr wvasiableszisrthe ~maint economio
. charaoteristio of the developing .countries and it works in & vicious
circle. For instance, inadeqaate diets lead to physical . weakness and

" *Professor and Oliairman, Department ‘of Rural Sociology, Faculty
- ‘of? égrldﬂism‘alhEconoinios* «and% Rural Sooiology,’ 'University: fof
-Agriculture, Faicalabad.
1. ~ Waorsely, Peter; The Third World, London, 1964, p. 1.
"2, Warely, T.K, Agriculiure in.International Economic Relations,
A.D.0,, New York, Reprint No. 29, February 19717, p. 15.
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susceptibility to disease, hence to low levels of labour mpubs to alk‘
aotivities including agricalture, hence poor returns from aarloulture

and poor dietsd. Henoce, to combat poverty a multi-dimentional -

approaoh has to be ado pted

The present paper is undcr taken to analysc basically the sooml
consequence which have resulted due to tho introduction of agrloultural
innovations in the socio-cultural setting of Pakistan. This phenomenon
more speoifically stated as the “Green Revolution’ denotes increase
in orop yields that in recent years have resulted mainly from the’
development and adoption of ‘“Miracle Seeds” and the lmproved
technology associated with these innovationa.

Broadly speaking for the introduction of new agrioultural innova-
tions from the social development point of view, three main factors
may Le kept in view. These are : ’

1. What are the personal and physical characteristics of the
farmers and the farming communities and their institutional |
and organizational structure where innovations sre to be
introduced.

2. What are some of the social and economic implications of the
main findings obtained through the introduction of agnoull;ural
innovations.

3. What useful lessons can be learat for broad generalizations '
and policy suggestions so that the experience gained so far |
becomes more mez2ningful and relevant for shaping the future '
course of development. !

The above stated factors are taken up one by one in the ensuing
digoussion,

I, The Farmers : Institotional and Organizational Constraints

i
Historically speaking, the Pakistani farmer is an extremaly hard

working individual but also an introvert. His surroundings, the -

village communities have been inward looking communities with little

%
l
outside contact with rare opportanities for diffusion of ideas from f
outside. In fao$, the inter-viilage communication was so low that [

3. Goldthorpe, J.E. The Sociology of the third World : Disparity '
and Involvement, Cembridge University Press, Cambridge,
-1975, p. 92.

!
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. every village was a little estate, self-sufficient within its own environ:
ment, resisting all outside influences, The fear of the unknown was
"a pre-dominant value. '

In contrast to the pre-industrial concept of resistance to change
and unwillingness to take risks, the emerging trait among the Pakistani
farmer is his readiness to consider and accept change in general, If
the farmer does not respond positively to change, his behaviour might
be explained by (a) Ignoramce—the farmer does not know what he
can do other than what he has been doing in the past ; (b) Inability—
the farmer knows what he could do but is unable to do it for various
socio-economic reasons ; and (6) Unwillingness—the farmer knows what
be should do and can do it, but he does not want to do it. Objectively
speaking, certain cultural values and attitudes prevent him?,

One of the serious impediments to the introduction of new
agricultural innovations has been the concentration of land ownership
among the big land owners, According to the Pakistan Census of
Agriculture, 1972, two-thirds of the farmers owned less than 12,5 acres
of lend which was only 30 per cent of the total farm area in the
country. It may be mentioned here that 12.5 acres is the subsistence
level of holding for an average farm family. In contrast only 11 per
cent of the farmers owning 25 acres or more owned over 40 percent of
the farm area. This would depiot the institutional constrainst under
which the small farmers have to work. -

Here, without going into the finer technical distinctions between
the marginal and the small farmers, these concepts have been used
with identical meanings to include those peasants who are hovering at
the poverty—line and at the level of low esonomio viability, These
small farmers and marginal farmers from a large number ; indeed
they are the core of the farm population. Their number runs into
millions.

Needless to state that in 19725 the Land Reforms applied a
drastic out on individual ceilings of maxzimum holdings from 500 acres

4. OQatello, Gelia T. All in a Grain of Rice: The Review of
Philippines Studies on the Soeial and Economic Implications of
the New Rice Technology, South East Asian Regional Centre
for Graduate Study and Research in Agriculture, 1975, p. 48.

5. Dettmann, Klaus *“Agricultnre in Pakistan—Its Foundations
and Potential’’, Applied Science and Development Institute
for Seientific Cooperation, Tubingen, Federal Republic of
Germany, Vol. 7, 1976 p. 100,
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-46"100 aores in' the-irrigated-and from1000 tot 300 aeresinti thevmon- .
ndrrigatedi«acres. - Acoording: to the.Government: saurces ;:sthesaland

resumed upto november, 1976 was 3.3 million:saeresconta:of . which
«1.44million.,.acres, have.besnt,distributed. among. 1, 31, 272 landless
i~tenants.

{'Uuder-the wew Lahd Reforms>now-<eventithe~oost*!of -seeds: and
‘itrigation* water *ocharges™ are to'~ be~-paid-byithé land-owners and’the
--eost’of reniaining inputs kas to be sharedequally between*'the- land

ownere*‘and” ‘the tenants. *Fragmentation‘of ioldings has‘ales ‘been a
‘sérious  prablem‘of agridalturs in* Pakistan.

. It .has heep.proverbially.mentioned.that the peasants in. this part
of the world: areborn.mnder.debt, live.under.debt and eventually die
_under debt. . Inadequate.resource base at. the.local level has been
responsible for. low produoctivity and making socially and economioally
“ the life.in tha villages less attractive with"the redaltant implisation~‘of
out-migration towards the cities. *Thé Governwment scheme to establish
the.*Agrovilles® to retain the redundant rural manpower in" the™Trade
Centres near the plaocs ‘of their origin-is not‘off the grouhd as-yet.

I Thesexploitive ahd nonegalitarian social structure:iin.ithe village
thag'»been tmainly rresponsible -for.-redugingi the risk.taking potential
1. fo7 the.majority of."the:people.® Itnism trueuthatt the .Land«Reform

measures have generated interéat.on.the part of. Absentee.land:lords,
ndargely out.of fear.that; their tenants. might. .otherwise_be aacorded
< :properietory.; rights..to..the. land.5 .. But. no real .impaot of the Land
-Reforma-hasbeen-felt.so far.

I, Adoption of Agricultaral Innovations : * Implications

The introduction. and the adoption of agrioultural’ innovations io
Pakistan have perplexed ths soocial scientists. For the adoption of

. wheat. whioh is: the :main food..crop, ..the .total acreage abder high
, yielding .varieties: during. .1974-75 went. up from. 8.6 million to over
- 9-million-aeres-or 5:86-percent ovee-the--previous --years. . The_highest
- sinoe 197071, .and" higher*than-in"1972:73 and 1973-74 'coinbined, the
--high yielding.varietias acreage during.1974+7500cupied 63 per cent of
.the; totall area:and.soconunted:fof 78 per:cent:of.4he total:production

6, » Nulty, Leslie ¢ The Green: Revolution.rin .xWest s Pakistan :
s-implications ‘of ¢ Technological Change}'Praegei Publications,
New York, 1972, p. 32,
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with an average yield of 17.7 mds®/acre.” The most rapid adoption
of new wheat seed has been in the Province of the Panjab.

Even for the barani (rainfed) areas the high yielding wheat
varieties were being grown on about 20 per cent of the land. According
to the estimates by Campos during 1874.75 in the Punjab, the high
yielding varieties in the barani areas increased 40 per cent over the
previous years. In the N.W.F.P, they have moved earlier and faster
than in the Punjab ocoupying over 32 per cent of the area in 1974-75.

To quote s epeocifio example, in the Mona Reclamation Experis
mental Projeot with additional supply of water through the installation
of tubewells and adotion of new varieties of seed in wheat, the yield
per acre went upto 20 maunds in 1974 which had oconsiderably gone
up, i.e.,, 24 maunds per acre in 1975-76. Needless to say that even
on irrigated farms in that ares in 1065-66 the average yield of wheat
was only 14 maunds per acre, '

For rice, Government price policy was the most important factor
jufluencing the adoption of high yielding varieties. The objective of
the Government has been to maximise foreign exchange earnings and
thus the inorease of support ~prices to maintain Basmati prodaction
‘was consistent with this objective.

During the Jast 10 years the installation of private tubewells has
played 8 signiﬁeant‘ role for increasing agrioultural produotivity, The
cropping intensity was 100 per cent when reclamation activities were
started in the Mona Area in 19065.65. In a period of ten years
(1976.76) the cropping intensity has gone upto 130 per cent. Other
factors remsining the same, the most singular factors for the develop-
ment of this region has been the additional water supply through
tubewells, Table 1 substantiates the point which has been mentioned
above.

Yertilizer is an important variable to increase productivity. It has
been estimated that & good farmer can obtained 7 to 10 times
additionol grain comared to the weight of the nutrient fortilizer .
applied in the wheat field provided that other factors are not limiting
the production, that is, the variety should be high yieldihg, the lend
properly prepared and the planting done in time and properly.8

#A maund is about 82.27 lbs.

7. Campos, Armondo, Wheat Improvment Production in Pakistan
Tord Foundation, Islamabad, June} 1976.
8. Oampos, Armondo, op cit. p. 27.
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When about 18 years ago the chemioal fertilizers were introduced
in the country the farmers were rolnctant and hesitant so use them.
It has been obsesved now that the total ‘fertilizer consumption in
1974756 inoreased 54 per cent over the Rgbi season of 1973-74 from
150,000 to 231,400 nutrient tons and with improved N:P ratio of 5.2:1.
Again during 1975.76 the total consumption jumped 18 per cent over
the 1974-75. During the last two years, 1974.75 and 1975-76 total
fertilizer consumpsion for the wheat orop increased 82 percen over the
1973.74 consumption figures. Objectively speaking, the trends in
fertilizer consumption are encouraging but not satisfactory,

To encourage mechanization during the recent years Government
has allowed liberal imports of tractors and some institational
ohanges were brought in for the sale and distributlon syetem of
tractors to provide free access to the farmers this facility, During
1976.77 16000 tractors are expected to be imported agaist 10809
tractors imported last year. To quote the figures obtained from the
Mona Reclamation Experimental Project on the basis of a study
conduoted in six villages it was observed that cropping intensity was
1256.1 and [30.6 per cent on non-tractor and traotor operated farms
respeotively, indicating thereby that the latter category was able to
grow crops on 5.4 per cent additional area, The mnet income per
oultivated acre was Rs. 384/- and Rs. 203/- on tractor operated and
non-tractor farms respectively. It was also observed that the yields
per acre of sugarcane, cotton, wheat snd garden crops were on the
average 4,0; 6.0; and 8.0 per cent higher on tractor operated farms
as comared to the non.tractor farms.® :

Aovording to another study,!? tractors introduced into areas of
the Punjab where sweet ground water was available earned a rate of
return spproximating 40 per cent.

While looking at the problem from another perspeotive it has been
obgerved that the biologioal/engineering innovations introduced in
this country have been desoribed as class and location specific,

9, Hussain, Mohammad, Extent of Utilization of Tubewell Water
with and wiihout cultivation in Mona Project Area (1970-11)
Directorate of Mona Relamation Experimental Projeot,
Master Planning and Review Divisinn, Mona Uolony, Bhalwal
November, 1974,

10, Ahmad Bashir. “The Economic of Tractors Mechanization in
the Punjab—Pakistan’’ Food Research Institute Studies,
Stanford University, Standard, Cslifornia, USA, Vol. XIV,
No. 1, 1976 p. 63.
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Adoption studies in Pakistan have indicated that the adopters own
larger farme, have more formal education, participate more in formal
organizations, have more sooial contracts and. higher inoomes. This
supports the hypothesis that the societies where the distribution of
lend is more egelitarian, marginality or smallness is nob accompained
by domination or disorimination. However, in societies where a large
majority of peasants makes & subgistanee living, as is the case in most
of the developing countries, a built-in inferiority mechanism exists and
the small peasants do not fully participate in the development process
of the economy. Researches have also indicated thab small farmers
lack the time, political power and other requisite socio-economio
characteristics to enable them to be benefitted by the Government
sponsored programmes of action,

In a recent study of adoption of new rice varieties in Gujranwala
area in the Punjab, the author had observed that out of 1929 rice
growers, only 180 were cultivating IRR] varieties. The average size
of the adopters was abous six heotares as compared to only 1.3 heotares
for the non-adopters. ' ’

In 1971 Rochin in West Pakistan observed a tendency for farmers
with larger holdings to have had greater access o credit and water and
greater contract with extension workers ; these farmers were likely
to have received the economic advantage of being among the first to
bave used the new varieties. (Gotsch had also documented the differ-
ential acces to the new technologies particularly tubewells-that permi
Pakistan’s larger farmers to aoquire the appropriate Vinputs' while
smallers either do without or use water and other costly inputs at
sub-optimal levels.

In another study by the University of Agrioulture in the Shadab
Project near Lahore, it was observed that small farmers were fertiliz.
ing their cropped area at the rate of 63 nutrient pounds per fertilized
acre, This cams to 20.5 nutrient pounds per cropped gor;a, While on
the other hand, big farmers (with holdings above 25 aores) were
fertilizing 70 per cent of their croppad ares at the rare of 9% nutrient

L pounds per fertilized aore and the aversge doze per oropped acre
;; worked out to be 66 nutrient pounda.

In another study by the author and his cclleagues in four rural
. .communities of Sialkot district, it was observed that the small farmers
E were localite in nature and they would generslly be not the innovators




for the introduction of agrioultural innovations.!! The results
supported the findings of Wilkening (1952), Lindstorm (1958),
Insyatullsh (1982), Razzaq (1963), Bajwa (196%), Chaudhary (1966),
and Cheema (1971)12 who in their respective studies revealed that the
informal personal media (farmers of ths same village, farmers of
another village, friends and relatives) were most frequently used for
the adoption of technological innovations in agriculture,

In another study of two villages in Faisalabad where the relation-
ship between the density of population in the village communities and P
the rate of adoption of agricultural innovations was sought for, it was i
observed thay the adoption of agricultural innovations was higher in
the densely populated community as compared to the sparsely
populated area. This would suggest that population pressure may

act as a stimulant for paople to find new ways to improve their level

of living.’

11, Qureshi M, Akbar and Chaudbari, H.A, ‘Adoption of
Technological Innovations by Small Punjabi Farmers'’, a
paper submitted for publication, Department of Rural
Sociology, University of Agriculture, Lallpur, 1977,

12. Wilkening E.A. 1962, Acceptance of Improved Farm Praoctios
in Three Coastal Plain Countries, North Carolina Agricultural
Experiment Station 98 : 161-165.

Lindstorm, D.E. 1968, Diffusion of Agrioultural and Home
Pisotices in a Japanese Rural Commmunity, R. Sociology, I
23 (2): 81, 1

]
Inayatullah, 1962, Diffusion and Adoption of Improved Practices ]
Pakistan Academy for Village Development, Peshawar, Research
Report No. 6.

Razzaq A.A. 1963, *“Evaluation of Communiocation Media on
Agricultural Extension and Farmers Knowledge about Them'’,
M.So. Thesis, Dapartment of Agri. Extension, WPAU, Lyallpur,
Pajwa, I.A, 1965, Charaoteristics and Role of Looal Leadgers in
the Diffusion Process in Two Rural Communities of Sialkot
Distriot. Research Studies I, WPAU,, Lyallpur.

Chaudhary, A.A. 1066, Sources and use of Agrioultural Informa-
tion by Low Income Farmers in Two Rural Communities of Toba
Tek Singh Tehsil, Distriot Lyallpur : M.So. Thesis, Deptt. of
Rural Sociology, W.F.A.U., Lyalipur.

Cheema, 8.B. 1971. The Role of Information Sources in the
Adoption of Improved Agricultural Practices by the Farmera of
Toba Tek Singh Tehsil, District Lyallpur. M.So, Thesis, Depart-
mert of Rural Sceiology, U.A., Lyallpur.
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In & Board of Economic Enquiry study 3 of 380 farmers of ten
distriots of the Panjab, those farmers who had more than 150 acres of
land, all of them were using improved gowing implements ; 92 per oent,
were using improved soeds, and fertilizers, In oontrast, those farmers:
who had subsistence holdings of 12} aores or less, 57 per cent were,
using the improved seeds ; 72 per cent were using farm yard manures
and fertilizers and only one-third had the sowing implements. This.
suggests that the farmers with larger holdings are in a better position,
to take economio risks. )

Recently several studies have bean put out by the United
Nations Resaarch Institute for Social Development, Geneva, on the
different aepects of introduction of new agrioultural technologies in
the developing countries, which indioate ocertain relevant implication
in our context.

Bhati while studying the sooial and cconomio aspeots of the
introduction of new varieties of paddy in Malaysial? has primarily
confirmed the findings of studies conducted in Pakistan so far. He .
argues that the farmers who have banefittad more from the ‘Gresn
Revolution® had larger farms, more teohnical know-how, bettor seeds,
earlier aocoess to institutional cheap oredit and other resources. Small
farmers aud tenants who constitute a large propoction of farming
population seemed to have lagged behind. They had not been able to
fully exploit the potentials of the high yielding varieties. He has
conoluded that aithough the incomes of the paddy farmers have
generally inoreased, the disparities in their income levels have also
" widened. Olearly, the benefits of the high yielding variety programme
have not been shared equally by all farmers. CoeN .

Similarly in Indonesia Palmerls has observed that the new
potential profitibilies offered by the ‘Green Revolution’ acted as a

 catalyst by tempting those who had access to land to rationalize
. their production methods in suoh a manner as to maximize monetary

13. Qazi, Z 1. Grooming the Punjab Farmers for a Green Revolution
The Punjab Board of Enquiry, Lahore, 19 5 pp. 20-21.

14. Biati, U.N. *“Some Social and Economics Aspects of the
Introduction, of New Variety of Paddy in Malaysia’® United
Nations for Research Institute for Social Development,
Geneva, 1976,

v 16, Palmer, Ingrid. The New Rice in Indonesia, Uni'ted Nations
Research Institute for Social Development, Geneva, p. 165.
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gain to themselves aven if this meant turning thaeir backs on traditiona}
behaviour patterns. Even in the home of ‘Green Revolution”,
in Mexicol% it has been argued -that: agrioultural modernizatian has
ultimately led to arban and not to rural development. The technologies
employed have beea adopted to tha needs of agricultural enterpre=
neurs, Bot peasants, and the imstitutional structure regulating the
exchang of goods and services between hinterland and metropalis
unsuited to enocouragement of consistent contributions by small,
peasant holdings to national growth, .

For the Philippines from where the *micraele rice® " -originated,,
Castillol? argaes that while the miracle rieo offers tremendous potenia-
Nties for rice crop, to the subsistence farmers it would probably remain
a potensiality alteast for the immediate future. This she believes
that the miracle rice requires muoh inpats, skills and envio:nmental -
eontrols to enable it to perfram its mirecles and the subasistence farmer
has little of these requisites.

Similarly some studies in India have indicated that the effects of
of the ‘Green Revolution® seemed to have inoreased existing inequali-
ties of income distribution in favour of larger land owners.

II. Conclusions

‘One obvious conclusion frow the above discussion is that, the
past Governments have had a paternalistic astitude and polices toward
the big lend owners. The technolagies, more so on the engineering
side were those whiol, were not within the reach of the common man.
The big fish has tried to gebble up, all the developmental aida and
even the small fish, The *Trickle Dowa’ theory whioh assumes that.
the benefits going to the big farmers will automatioally trickle down to
the under-privilegod people has in fact given rise to the ‘Evaporation
Theory.” Therefore, it is becoming evident thae the rural poor is
becoming poorer than before.

The humane approach which has been adopted more recently with
seoial justioe objective in view .is resulting inso commercialization of

16, Hewitt de Alcantara, Cyathia. Modernizing Mexicun
Agriculture Socio-Ecomomic [Implications of Technological
Change [946-1970, United Nations Research Institute for
Social Development, Geneva, 1976 p. 305.

17, Castillo Gelia T, *‘A New Look at old Concepts in Develop+
- ment*’, Solidarity, Vol. 3. No. 5, May, 1868, p. 14,



11 -

agricuiral sector which would ultimately provide incentive for the.

common man to relieve himself from the patronage of the landlords
and strive for a more egalitarian social structure.,

Phere could be two possibilities which may exist: the political
vacoum which is created in the rural areas through the lessening of the
landlord inflaences can either be exploitead by a neo-feudal class or
government steps in as the custodian of the common man: and create
sociel institutions at the local base to serve tho imterest of the
majority.

Through the creation of the unified Ministry of Sociai Woelfare,
Loosl Governmeat. and Rural Development, it can be hopnd that the
rural level institutions will be strengthened.

The pricing of agricultural inputs/innovations should be aruoh that
the adoption of such innovationsfinputs is profitable for the common
man. It must be realized tbat the risk taking potential of the
common farmer is very low, therefore, the demonstration modeis
which are intended to oreate an impaot on the common man should
not be efforts of trial and error.

Although the formal institutional sources like the extension
services play a very crucial role to create awareness about agrioultural
innovations, yet the adoption patterns manifested by the villagers
show that they are still primarily motivated by the localite sources of
information in whom they repose a confidence. Village level institu.
tions which can ereate credibility with the farmer while offering a
o packsge of improved agrioultural innovations with prowen 'economio
profitability and which are compatible with the cultural values of the
traditional farmsrs will have a high degree of acceptability.

The oreation and utilization of agriocultural technology has to
ulumntely ‘end up as a sovial and human problem, It has been rather
unfortunate that for the extension of knowledge about agrioultural
innovations so far we have not adoped a socia| or a human approach.
8o far we have adopted a technorat’s approach to view increase in
productivity as positively leading to general happiness. It is rather
pathetio to aoknowledge_tha.'t not a single rural sociologi-t is working

in the Department of Agriculture to analyze the social implications
of adoption of innovations,

The feasibility studies on the transfer of teohnology from the
technioal point of view should be supplemented with intensive researoh
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efforts to assess the psychological, sboial-, economio and cultural
impediments whioh retard the acceptance of innovations. Our knows’
ledge about the man who is the ultimate user of tachnology is so
limited at this stage that generalizations about his behaviour patterns
could be misleading. It is believed that cooperative research under--
takings between the plant and soocial scisatists would enhance the
economio profitibility and social aeceptibility of agricultural innovation-
in Pakistan. Agrioultural research institutes must give priority to
developing & package of innovations that are within the farmer’s-
resources and competence,

With no intension to annoy ohange agents working in agrioultural
extension, I am tempted to mention that transister radio has been:
the most potent instrument for creating awareness aboyt agrionltural
innovations in Pakistan. A decade ago, probably less than one-thirds.
of the foermers were using any chemioal fertilizers, and more than
two-thirds of them did not know evsn about the availability of
improved seeds. quay, over 90 per cent of the _farmers are using to
some measure, the chemical fertilizers and also the Improved seeds,,
especially the wheat seed. The credit must be given to radio and its
agricultural programmes for educating the rural communities about
new innovations but the final adoption hes been achieved through the
verification by indvidual farmers from personalized, non-institutionaliz
ed sourees of information,’ '

The present regime has indicated its determination to introduce
Panchayat System (the Council of kiders) in the villages, which has
been tried in the sub-content in the earlier years as well, We are
entering into another era of experimentation for rural uplift, The
past experience has shown that in several states of the undivided India
statutory Panchayats were established in every village. The Panchayars
were administratively linked-up with the District Boards aud the
District Community Counoils. Villages in this part of the world, have
always been manifesting heterogeneous oharaoteristios with strong
factions on the basis of oaste, kinship or Biradari (common ancesteral
lineage). Empirical evidence supports the hypothesis that wherever
there were less factions, and the opinion leaders were impartial, the
Panchayats had worked well. In the Province of the Puojab, especiaily
the Panchiyats had almost every where failed “to administer the
villages. The main reasons were the lack of supérvision or the little
knowledge on the part of supervisors to train the opinion ieaders for
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s system of self-government. Moreover, the Panchayats were used as
a judicial orgenizations and not as administrative bodigs. In additoion,
it may be pointed out that the Pgnchqyats were not introdnoed
agoording to the felt=needs of she people:

The small ar the marginal farmer in she treditional sooigties like
Pakigtan would nop change their behewionr patterns uatil they change
their wider attitudes towards life and sooiety. The Pgschayats heye
to function as & prooess of self-government, but snch ingbifutions
must not alievate the majority of the small farmers from their.
traditional society. As the basio aim of such g sysiem jg to give the
village a voice in its affairs, disoussion wonld necessarily hpye fo be
substituted for diotation. An experient for rnral development has
been conduoted in Senegal under the caption of “Rurs] Anjmation’’,
which is being replicated in some other deveioping countries as well.

Animation’s (same as in the osse of Panchayats) originality lies in
its insistence on finding the leadership for innovation withia traditional
village society. It works through the local power structure, nob
against it, for it is the village’s decision makers who pick the animator
(the Punchs) and then decide what projeots, if any, they will undertake

Ideally the animators or the village Punchs should represnt the village
to the government, and not the goverament to the village.18

: To provide further iinpetus to the adoption of agrioultural
“innovations in the rural communities by the small marginal level
" farmers, the locai Puuchs or opinion leaders must be trained by the
extension staff, Careful selestion with adequate representation to the
Evarious segments of society in the village Panchayats will have
- acoeptibility who will be the in-groupsrs and their opinions would
F influence the dissemination of innovations. The primary responsibility
g of the extension staff should be to work with the local opinion leaders
f rather than for them because the people have to be the subjects and
not the object or targets of change,

: Tn the words of a scholarl® who has studied comprehensively the
F phenomena of Green Revolution in the Indo-Pakistan sub continent,

18. Borton, Raymond E, (Ed) Getting Agriculture Moving, Vol. I,
Agricultural Development Council, Ino,, New York, 1966,
pp. 316-325. '
Sen, Sudhir. A Richer Harvest New Horizons for Developing
Countries, Tata McGraw-Hill Publishing Co. New Delhi,
1974, p. 313.
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the need for the present is to resource-based development, with
maximum conoentration on sciencesbased agrioulture backed by oredit-
based financing, and nationwide linkages tying farms and villages to
markets, towns and oities. This we have experimented in the form of
Integrated Rural Development Programme. It isjbeyond the scope of
this paper to present an extensive analysis of this programme, but.
suffice here to state that the Programme has failed to provide the
administrative and organizational linkges between the funotionaries.
of the Nation Building Departments and the rural masses. Leaving
agide the political expediencies, as & potent tool for social and
economio development whether it is the I.R.D.P. or the Punchayat
system, it must aim at reduoing the gap between the hgve nots and the
have lots in the rural areas through the introduction of agrioultural
innovations. : :




" TABLE 1 | |
Cropplng Intensities of Tubewell and Nontubewell Farmers by Size of Farm, West Pakistan (Ponjab), 1967¢
(figures In pereent of cultivated area)

Farm Size Tubewell Farmers Nontubewell Farmers
(in acres Summer Winter Total Summer Winter Total

Rice area

less then 12.5 70.5 72.8 143.3 55.6 79.2 143.8

12.6—25 78.9 739 1528 40.9 63.8 104.7

25.1—50 77.1 67.7 144.8 399 60 2 100.1
" above 50 53,0 70.2 123.2 44.2 50.4 94.6

Cotton area

less then 12.5 70.6 59.1 129.7 51.0 48.4 99.4

12.6—25 57.6 47.5 105.1 39.2 38.6 71.8

25.1—50 63.5 61.5 125.0 33.1 42.2 80.3

above 50 64 4 47.1 111.5 379 307 68.6

Both areas

less than 12.5 70.5 66.2 136.7 53.9 64.9 118.3

12.6—25 67.6 62.9 130.5 39.9 50.4 90.3

25.1—50 69.0 64.0 133.0 38.8 49.6 48.4

above 50 59.4 '57.2 116.6 40.1 37.8 77.8

*Hiromisu Kaneda and Muhammad Ghaffar, *‘Out
Punjab : Some Empirical Results’’, Pakistan In
No. 80 (Karachi, March, 1969). Table 2, p. 8 (Mimeographed).

put Effects of Tubewell on the Agriculture of the

stitute of Development Economics Re

Pakistan Institute of Development Economic Survey.
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PROBLEMS OF PUBLIC ENTERPRISES IN PAKISTAN

Khawaja Amjad Saeed*

Broadly speaking, the publio seotor in Pakistan, by the end of
1971, comprjsed Ipdustry and Fuel (Oil and Gas Deyelopment Oorpora-
tion, Wah Ordinance Board and Wah Industries Limited) ; (Water gnd
Power Development Authority and Karachi Electric Supply Corposa-
tion) ; Transport and Communications (Pakistan International Airlines
Gorporation, Karachi Port “Trust and National Sihpping Corporation);
Agrioultpre (Agricultural Development Corporation and Rurgl Supply
€redit Corporation) ; Credit (International Development ;Bankﬂ.of
Pakistan, Pakistan Industrial Credi¢ and Investment Oorpon\tion,
Agriogltpral Development Bank, Houss Building Fipance Corporation,
Natioral Bank of Pakistan and State Bank of Pakistan) ; Regional
Development (various development authorities end miscglianequs
aspects eovering Pakistan Insurance Corporation and Pakistan Gouncil
of Scientific and Industrial Research etec), .

Bim Enterprises

With a view to implementing the manifesto of ghe Pakistan
Peoples Party which came to power on December :20, 1971, the
‘Government of Pekistan took oser 32 indyatrisl units apd natiopsalised
them wunder the Economio Reforms Order, 1972, These industrial
units alongwith the projeots under the Pakistan Indpstrigl Deyelpment
Corporation, already & public seotor undertaking, were grouped
into ten functional corporations and handed over to g Board
-of Industrial Management (BIM) to coordinate and supervise the

aolivities of all the corporations, one being a pon-manufaeturing
-erganisation, which are responsible for the management and cgntrol of
-66 industrial units. The details are as under :

*QOhairman, Department of Bpsinegs Admigisbratig% University
«of iBunjab, New Oampus, Lighare Pakistan, °
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TABLE I
List of Qorporations Under BIM

Name of Qorporation Units

A. Working Corporation
Federal Chemical and Ceramio Qorporation Ltd. 13
Federal Light Engineering Gorporation Ltd.

National Fertilizer Corporation of Pakistan Ltd. .
Pakistan Automobile Qorporation Ltd.

Pakistan Industrial Development Corporation
Btate Cement Corporation of Pakistan Ltd.
State Heavy Engineering and Machine Tool Qorporation Ltd.

7
3
9
Pakistan Traotors Corporation Ltd. 1
7
8
3

State Petroleum Refining and Petro-Chemioal
Oorporation Ltd. _ 1

S R R A N

=

Service Qorporation

National Design and Industrial Servioes Oorporation Ltd. 1 .

s e
e

86*

f Bource : Annual Review 1975.76, Board of Industrical Management p. 4

E ¥ Upto Maroh 31, 1977 the number had gone upto 56, These
corporations, managed by BIM, are playing significant role in
oreating a nuoleus of basio and heavy industries, thereby
providing a solid base for future development,
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Achievements of BIM

Aoccording to its 1975+76 report the main achievements of BIM
have been as follows ;

1. Aggregate physioal production increased by 4%,

2. Bales inoreased from Rs, 4.69 billion ($0.47 billion) in 1974.75
to Rs. 5.0 billion (8.50 billion) in 1976-79.

3. A sum of Rs. 1,331 million ($133 million) was contributed to.

' the Governmen® exchequer in the form of corporate tax,

sales-tax, capacity tax, import duty, exclse duty and other
taxes. The corresponding amount was Rs. 1214 million
($ 121 million) in 1074-75 and Rs. 667 million ($ 66.7 million
in 1973.74.

4, Oompared to 54,049 personnel of all oategories in State Enter-
prises, this figure was 57,823 towards the end of 1975.76.

6. The Caustio Soda Expansion Plant at Gharo was commissioned
in 1976.76 when Larkanas Sugar Mills and People’s Steel
Mills also wen$ into commercial production.

Later ou, in December 1076 the Federal Minister for Produotion
recounted the following achievements of BIM enterprises :
During the past four years produstion went up by 70%,.
2. Losing companies were turned into profitsmaking conoerns.

3. During the past five yeara, the duties and taxes paid by these
induastries iuereased 7009..
4. In the next five years, a sum of Rs, 66 crore ($ 56 million)

was expeoted to be generated from the nationalised sector’s
own resources.

6. Labour was given a batter deal.

6. BIM exports from heavy engineering registered a big increase
(100% in 1075.76.)

Major Problems
An attempt will now be made hereunder to review, in broad terme

the_ major problems of BIM State enterprises with suggestion for
improvements,
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Labour Productivity

Besides the attainment of economic and sooial objectives, envingc
ed for publio enterprises, the basio oriteria for evaluating their per-
formance is the achievement of physical targets laid down during &
given period and their steady increase’ with the passage of time. On
the time basis of its four annual reviews the production of BIM
enterprises was as follows :

TABLE 2

Increase in Produotion in BIM Enterprises

Year ' Percentage inoreace over
corresponding previous year

1972.73 18
197874 31
. 1974-75 22
. 1975.76 .

Source : Annual Reviews 1972.73 to 1976.76 BIM,

. Acoording to the Pakistan Economic Survey 1976.77, the percent-
'age increase in the physical production for the firsd nine months, i.e.,
- July 1, 1976 to March 31, 1877 was 2.4%.

From the foregoing analysis, it would be clear that since 1974-75,
‘steady decline in physical produotion is turning out to be the main
j problem area.,

‘ In some cases, such as steel and automobile industries, only a
single ehift is being worked. In order to redauce the fixed cost
oomponeno per unit, it is, therefore, essential that double or triple
nhxfts are introduced in these industries. This would not only
provide more employment opportunity, it would also bring a greater
relief in the shape of bigger volame and lower prices.

:; The Labour Policy enforced in 1969 had emphasised that in fatare
Ho wage raise should be allowed unless it was linked with prodactivity.
nfortunately, this golden prinociple has not yet been implemented.

i A debate is still going on for defining ‘productivity standards’
and: laying down conditions for establishing their relation with salaries
and wages. It would be stressing the obvious to repeat that this is an
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area which requires urgent attention of our planners for an expeditious
decision. :

A regular feature of BIM management is to pay attendence
allowance and produotion bonus to its workers. The need is to
universalise this incentive. It would emcourage higher production
which in turn would have a softening effect on the price level..

The labourers should also be provided training by their employers
in the field of industrial and behavioural sciences. For this purpose,
training centres should be set up where the labour force could sharpen
‘their skill and working efficiency. The labourers also need training
to learn better use of raw materials and avoid wastage of inputs like
gas and electricity, It has been observed in & number of situations

" that improper planning and lack of ocoordination sometimes results in

tremendous loss to industrial concerns. It is, therefore, essential
that coordination between various segments of publio seetor receives
top priority. A little shut-down in basic industries, whether due to
labour negligence or power failure or shortfall in supplies results in
great loss to industrial eoncerns. Muoh of this loss could be cut down
if 1abour - management relationship is improved and better coordinas
tion is ensured between different departments and seotions.

Cost Reduction Techniques

At present, the cost accounting conoept with BIM seems to be to
account for costs after they have been incurred. This is an obsolste
coucept and might be changed to “‘what & cost would or should be’’.
Unfortunately there is hardly any organisation in the country which
oould claim that its cost structure was representative of the situation
or environment. It is suggested that an independent oi'ganisation of
Professional Oost Accountants be created which should work alongwith
the BIM management to work out the cost structure applicable to’
various industries and oarry out further research to find out ways and
means to reduce oost. The standards thus established by the
Professional Body of Gost Accountants should be used as basis for tax
levy with certain allowances for changes in the evironment and pre=
vailling oonditions. ' :

In Pakistan, as in some of the other less developed countries, due
attention is not being paid to cost reduction teohniques. This ie
mainly due to the shortage of qualified Cost Accountants. ‘The
Institute of Cost and Management Accountants of Pakistan is playing
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its role in this respect, but it has yet to sucoeed in meeting all the
needs. The author and Professor Zaheer Ahmad Butt of the Depart:
ment of Business Administration, University of the Punjab, Lahore,
are ourrently busy in developing course material for Work Improvement
Cost Reduction (WICR). One feels that this téchnique would go a
long way in filling the gap. It would also be helpful if the ESCAP
undertakes a research study in this respect and develops 'a dcost
reduotion technology for the benefit of developing countries,

The public seotor is planned to serve as a model for the private

sector in almost all countriesa. The BIM should provide the spear-head

| in various direotions especially in the sphere of cost reduction
{ teohnigues.

. Commercial Outlook

The public enterprises are eventually expected to work on
f commercial lives. It is, therefore, useful to look a¢ the growth of
| their sales and not profits, But it ehould also be remembered that
?proﬁtability is not the sole objeotive of a public enterprise. There are
f other considerations too, which work very strongly in this respect.
iBut we shall take them up later. For the time boing, let us analyse
ths working of BIM enterprises. The following table shows the rate
tof growth in eales and profits during the past four years: .

TABLE NO. 3
Growth of sales and proﬁt

'.. Year Percentage increase in Inorease in ;;roﬁt before
’ sales over the corress tax over the corresponds
ponding previous year ing previous year
197913 a0 18
97374 .63 170
$74—16 60 218
107578 8 166

b Source1 Annual Reviews 1972.73 to 1976-76, BIM.

, A oomparison of table 2 and 3 would reveal that the percentage
negease in sales has been faster than the percentage inorease in
pbysioal produotion, This highlights the fact that a state of monopoly
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@xists in these public enterprises and a tendenoy is developing in them
$o raise the prices of goods and services with s view to reaping profits.
This is further corroborated by the figures given in the Pakistan
Eoonomie Survey for 1076-77. et salen of BIM enterprises smounted
to Re. 4,111 Million (§ 41} million) duzing 1076.77 (July March) and
the net profit in the same peried smounted to Rs. 60.1 miliion
($ 6.01 million), o

Employment Opportunities

One of the sacis}, though not the primary, objective of a public
enterprise is to provide employment opportunities. From this point
of view, the progress in BIM enterprises had been fairly satisfactory.

The following figures show the new job opportunities oreated in these

enterprises :
TABLE NO. 4

(Job opportunities in BIM)

Year New job opportunities
oreated
(number)
1972—173 2,860
1973 —T4 . 3,900
1974—176 ' 4,807
1976—176 3,781

Source ; Annual Reviews 1972-73 to 1975-76, BEM.

The Pakistan Economio Survey for 1976-77 reveals that the total
number of personnel employed rose from 57,045 in February 1976 to
61,731 by the end of December 1876, Thia means that BIM has
provided 4,086 additional jobs which may be due to capaoity increase
tn some of the industries. ‘

The fact, however, should not be ijgnored that BIM enterprises
are highly capital-intensive, 1t is, therefore, nod expeoted of them to
make a substantial contribution to increase employment opportunities.
The Draft Five Year Plan (1876-81) hopes to devote 70 pereent of
public investment to the basio industries of steel, fertilizers and cement,
yet it adds that “the employment to investment ratio is exceptionally
low.”’




Op erational Aspects

It is universally agreed that publio enterprises should fanotion in
striot oompliance with the established publio ethioal standards. The
following norms are pertinent in this respect and also helpful in-
evoluting the performance of publio enterprises

1. The quality of pro&uots should not be lowered in order to
make larger profits.

2. Stocks should not be hoarded in order to create an artificial
soaroity and charge higher prices,

3, Devices to evade taxation should not be adopted.
Manipulation of accounts should not be resorted to.

5. The public enterprises should serve as a model for others in
extending suoh faocilities as housing, medioal aid, transport, fair
price shops, canteens, vooational training and edaoation eto.

In order to ensure that these basic requirements are striotly
adhered to, empirioal research becomes imperative. However, in
cortain areas somo general information is available. It has been claimed
‘that during the last five years, the dues and taxes collected from BIM
enterprises inoreased by 700%. The labour was given a better'deal
and the average monthly take home wage was about Rs 600 ($60) per
month in 1976-76 compared wth Rs. 140 ($14) in 197172 But some
of the financial statements of BIM enterprises reveal that they have
been passing through serious working capital management orise. This
direa needs to be explored fully. Thus far the nationalised banking
seotor has come to their rescme. But, in ultimate analysis, these
,énterpriaes must set high example of better house-keeping.

Development Programmes

. The mix of resources in the new units which are coming up is
-roughly 70% debt and 30% equity. The cost of oapital these days is
Every high and, therefore, it is desirable to change this mix, This
would also help in bringing down the cost price.

]

:

. Recently there has been a change in textile technology. All over
%the world the open-end teohnology is being used. Bat in Pakistan
‘e are still making investment on conventional technology. The result
‘j;s that our investment is beeoming uproductive and we cannot compete

in the international market,
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The installed oapacity in a number of industries, especially in
textiles, sugar and vegetable ghee——all essential consumer goods——
js more than adequate. Instead of making new investment in these
fields, the public seotor especially the BIM should make arrangements,
and suggest to others as well, to balance and modernise the existing
units. This method will not only help in reducing the cost prioeA through
improved efficienoy of the existing units, but will also economise on
soaroe finanoial resources,

One of the cardinal principles, whioh ought to be implemented in
respeot of financing the development programmes of public enterprises:
is that these enterprises must gemerate their own funds to finance
their development needs. On June 11 1977, the former Pakistan
Federal Finanoce Minister also strongly empahsised this point. It is
absolutely necessary to implement this principle and develop ways and
means whereby the process of internally generating funds and ear-
marking 8 portion of the earned profits for development purposes is
gotually persued, This oritical area calls for serious attention as the
Pakistan Federal Budget 1977-78 reveals that against a sum of
Rs. 3370 million ($ 337 million), the BIM enterprises have generated
a sum of only Rs, 160 million ($- 16 million) for their future develop:
ment plans. : ’

During 1975+78, the ten corporations were allocated a sum of
Rs. 330 erore ($ 330 million). The largest allocations were Rs. 100 orore
($ 100 million) for the Karachi Steel Mills and Rs, 98 ocrore (§ 96
million) for National Fertilizer Corporation.

The expansion programme of BIM units covered 43 projects,
inoluding expansion of capacities of the exising units and new units
in various stages of completion. Bxcluding the Karachi Steel Mille
(A Ra. 1342 crore or $ 1342 million project), the total investment in
the other 42 projeots will be Ra. 964 crore ($ 984 million), including
Ra. 574 orore ($ 574 million) as foreign exchange component. Broadly
these projects inclade Fertilizers® (3) Petroleum and Petro-chemioals
(5} Chemicals end OCeramics (7) Heavy Engineering (2), Heavy
Electrical (2) Light Engineering (7) Cement (4) Automobile sector
¢2) and PIDQO (10) in respest of their on-going projects in textile,
sugar, refraotories, and wood industry.
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- Obviously, therefore, BIM’s own funds would fall short of its
requirements and it will have to depend heavily on foreign assistanoce.
The Draft Plan asserts that publio seotor industry would be required
to generate more funds and finance an - inoressing part of the publio
seotor industrial investment programme but strangely it does not
discuss means to this end.

'

Accountability
, The former Prime Minister of Pakistan, in his national broadoast
E of December 20, 1971, laid a great empha,éis on the question of
| enforcing accountablility as an effective tool for control. To ensure its
i implementation, it is necessary to evolve some solid machanism. A
, .present. no comprehensive budget ‘in respeot of BIM enterprisss is
| presented to the National Assembly for debate and disoussion. It
would boe in the fitness of things to prepare a regular budget and
. present it to the Parliament for approval. Besides, a wider dissemi-
} nation of information in respect of operaional results and financial
k. position of the publio enterprises is also necessary.

L Structure of Management

In BIM as well as in other pubho sector organisations the top
; mansgemenc is in the hands of people either drawn from various
b gervice oadres or engineers, In very few oases wholly professional
I personnel are running the show. With few exceptions the service
} people and engineers do not have the requisite knowledge of the science
. of financial management, The financial experts engaged by publio
3 enterprises do not enjoy adequate authority commensurate with their
 respongibility to check or control the finances. Their functions have
fbeen reduced to petty book-keepers and their only job seems to be to
ilease their bosses for earning good annual reports.
. Inorder torun the BIM enterprises on more soientific lines &
foentral pool of financial experts will have to be created which should
bo managed by an independent and separate authority. In BIM,
herb already exists a Finanoe Group that oould serve the purpose well.
This would help in ourtailing unnecessary and unproductwe spendmgs
and result in reduced finanocial cost.
" The importance of employing Professional Managers in their true
8inge cannot be over-emphasised. Some time back the BIM did
employ Professional Managers to meet the challenge of work, But it
ﬁpears that later on this measure was dropped under some kind of
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‘pressure and the personnel were .stuffed by :depuntionists and nons
professtonal genoralists, In the ingerest of efficiency the old poliay
.shonid be re-inteoduced and the oply eriteria for reeruiting managorial
staff shonld be sompetence, initiative, sincerity of purpose and drive.
‘The shortage of trained menagerial personvel leads to. owver-centraliss.
tion and excessive bureaucratic control. Ths BIM directorates often
compalin about the lack of autonomy from the Ministry, while the
managers of publio szator corparations and production units oompaling
that thejr initiative and flexibility has been curtailed hy BIM mapage.
ment, Qonversely, the top echelons suspect that there was inexperi-
enoe and.incompetence ot lower lovels and therefore they have to make
al) important decisions themselves. )

‘On a matter of priaciple the Government should not seek to
‘impose external sontrols on the eorporations .more than is necessary
for official supervision. ‘The need is £0 revise the exiating Government
BIM relation:hip. The objective shonld be to give maximum antonomy
to production units, The discipline-of business and .industry is signifis
eantly different from the discipline of a political or government
administration. 'The basio difference between & corporation and
government department should not be only in the absenoe of rule but
in tbe .attitude towards them. If objectives such as achievement of
presoribed target, reduction of production ocost, cutting down of
completion time, improvement of efficlency ete.,, are served by
departure from normal proocedures, such departare should be permitted
freely. If is obvious that the existing procedures meed change and
the sooner they are changed, ths better. 'The departue in any case
should be for a purpose and must be the result of deliberate decision.

Generally, the Government departments are not in 8 position to
deal with cases sent by the public enterprises beeause the rules of
business of ten reguire harizontal consideration with several departments
and for vertical clearapce, Moreover, the Seation Officers of the
Goverpment are usaally not fully equipped to deal with urgens refer-
ences which the corparations prepare with an intelligent investment of
time and energy+ Generally such casea keap lying for months together
in red-tape on the desks. of seotion Officers awaiting their turn for
disposal, Io the interest of work efficienoy and speedy disposal, of
cases, therefore, it is essential to relax Government control and ensure
antopomy to public, enterprises.
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Tn order'to improve tho management, therofore, the -following
stops are ne0essary 4

1. Greater autonomy should be given to the managemen$ of
various corporations by delegating to them a number of preros
gatives whioch are now ooncentrated in the Ministry of
Production. Likewise, greater autonomy should be admitted
to the management of each produotive unit especially in day
to day affairs.

2. The standard of management in public seotor should be
improved throagh in-service training.

3. The BIM should be changed with the responsibility of man

power planning and manpower development. To achieve
this purpose an assesament of the present and future require.
ments of wvarious positions for manageriad, technical and
supervisory personnel will have 6"be made,

L Dividend Policy

1 The dividend policy which is being centrally controlled in BIM

. needs & second look. It appears that dividend deolaration is not
guided by the capaocity of the concern paying the dividend, but by

certain other consideration, In some cases it has been reported that.

 the dividend rates aro as high as 259, to 369,. The prioes of goods
. made available by these industries er'hon;ld be so0 adjusted as to maintain
. @ reasonable level of profits and dividends should be brought duwn to
10416%. The rationalisation of the dividend policy would preculde
¢ the possibilities of overconcentration of resouroes in industrivs where
' the rate of dividend deolared is anusually high.

Stock Levels & Mechanisation of Record Keeping.

. Theinventory levels in most of the BIM units are not being
 determined on scientifio lines. The level is normally guided by the
. top management wishes, who are uéually nob competent enough to do
¥80. It is absolutely necessary to determine peak levels and to re-order
j them according to supply resourcas, This could be achieved only if
fthe inventory accounting is mechanized. The introdaction of mechanized
feystem would also remove inventory valuation problems. It would
'fourb the freedom of management to manipulate profitability through
jvaluation of inventories. The introduction of new system would
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further enable the management to execute proper control measures
against thefts and obsolescence and will reduce financial cost. This, in
fact, would establish acoountability.

FRENCH EXPERIENCE

BIM could well take a cue from France. In France the nationa~
lisation of certain industries began in pre-war years and was well
extended from 1948-1954. The nationalised industries are managed by
the representatives of the Government as well ae those of the consumers,
The administrative control is vested in individual Ministers who are
accountable o their parliament and are responsible for the general
economic and technical policy of the undertaking. The Central Board
and its Chairman are nominated by the Minister. A Commissioner is
also appointed by the Minister and is charged with the responsibility
of oarrying out the technical and economic policies of the undertaking,
The Finance Minister appoints a State Controller who exercises defini.
tive financial control over every enterprise, Periodical reports on their
working are submitted to the Minister concerned. Reports by the
Financial State Controllers and the opinion of Cour Des comptes are
placed at the Bureau of of the Chambsr. Members of the Parliament
move salternations and additions to the existing legislation regulating

these undertakings. Accountability is ensured through questlona snd
debates on any proposal contained in the Finance Bill.

CONCLUSION

In oonclusion, ene may repeat that the public sector oooupies amx
important place in the large-scale industry, - BIM, therefore should
take initiative in introducing technical innovations, creating stronger
links with small industries through such means as sub-contracting and
servicing, improving labour-management relations and raising efficiency
standards. To achieve these targets it must improve its managerial
and accounting standards snd secure maximum autonomy from the
Government.




THE AGRICULTURAL ‘TAXATION REFORMS—1977
' ' ' Balal Abbas*

The agrioultural taxation structure of Pakistan is in need of a
change from the way it is being regulated. There is a need to mould
it according to the changed sooio-economie and political conditions and
a revolutionary change in the concept of taxation. The traditional

.concept of land taxation has lost much of its viability especially in less
developed countries, where the fundamental problem is the maximum
possible domestioc resource mobilization, The solution lie in the
integration of agrioultural taxes with the overall tax struoture of the

. economy. This need for ohange has also historical basis. In 1925 the

- question was examined by the Indian Taxation Enquiry Commission

whioh wrote :

‘.., there was no historioal or theoratioal basis for continued
exemption from the income tax of incomes derived from
agriculture.’’

Similarly, the Taxation Inquiry Committee 1960 saw the matter
' 88 “the pattern of central income tax was both practicable and
E equitable.’’ The basio reason why the agricultural income tax was
3 negleoted was the predominance of big landlords in the legislatare, e.g

' fn 1961 80 percent of the members eleoted for the Punjab Agsembly
| were landords,

 Balanced Tex Structurs :

The division between agrioultural income and non-agrioultural
hoome oreates a serious flaw in a taxation system by making {t
nelastic and unrealistio. A progressive tax Bystem has to adopt equity
bjective as a basic principle of its policy. The vertical equity
liminates inequalities of income and wealth, whereas horizontal equity
8 concerned with an idential treatment for all tax paying sectors and
sintaining an inter-seotoral balance in taxation system. The tax
truoture in Pakistan fulfils the objeotive of vertical equify to som

*Post-graduate student, Department of Economios Govesnment
College, Lahore, '
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extent but ignores horizontal equity, allowing, an inter-seotorak
d'sparity to be maintained. The Tax Comumissioa appointed in 1970
wrote.” - T L :
“There was no economio justification for treating agrioultural

and non-agrioultural incomes separately. In faot a separate tax
treatment to income originating from different sources militates

againat the very conoept of income taxation.”

Another feature of our taxation struoture is that it does not
contribute revenue in accordance with the rise in the GNP, It can be
seen that the taxation capacity of the couantry has already reached a
saturation point. The taxes already in existenos bting only 12.2 percent:
of the GNP to the national exchequer. The ratio of direct taxes is
even more disoouraging. In a sample of twenty seven developing
countties takon by the International Monetary Find, Pakistan is at
the lowest rung in Tax-GNP ratio. This is sc because the existing
tax structure covers a relatively narrow range of population, and even
a small inoreagse in the rates of taxation adversely affects the
propensity to save of this particular population group.

About 15 percent of the total tax revenue of the federal and
and provinocial gavernments is raised thr_ough direct taxes which affect
Jess than one percent of the population. The contribution of direot
taxes to agriculture is negligible, i.e., about 0.5 percent. Aoccording
to an estimate the incidence of direct taxes is 73 percent on urban
population and 27 percent on rural population, thus making the tax
burden inequitable and taxation system harsh and unjust.

An increasing reliance on indirect taxes has been a major cause
of distortions, especially of price hike. The oontribution of indirect
taxes to total revenue has lately gone up to 83 percent. On the other
hand the ratio of direct taxes has not shown any appreciable increase
during the last thirty years. A reasonable balance, therefore, has to
be struck between direot and indirect taxes for balanced growth.,

Tax Reforms—1977

The reatization of the above facts on the part of the government
brought about the Laad Reforms of 1977. The new system of taxation
in agriculture is intended to raise the share of direct taxes in the total
tax revenue and raise the Tax-GNP ratio by broadening the tax base
and providing a large and yet untapped ares of taxation potential
for exploration.
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The following are the highlight of the reforms i
1. Agricultural income tax replaces the existing land revenue.
Incomes from 26 avres or less of irrigated and G50 aocrea or less of
unirrigated 1and are hot liable to income tax,

2, No individual can own more than 100 acres of irrigated or
200 acres of unirrigated land.

8. The assessment of agricultural income is to be made according
to a simplified procedure. The tax i3 to be paid in installments, one
on December 15 and the other on June 16 of each yesr. -

4. Land resamed by the governinent is o be graated free of
charge to tenants, who passessed it during Kharif of 1976 and Rabi
of 1075-76, :

The imposition of agricultural income tax is of crucial importance
in these reforms sinee it was being necessitated on botb economioc and
social grounds, in view of the ohanging economic structure of Pakistan,

Taking the economioc aspeot in can be argued that land revenues
was mot & tax on actual income but it was a tax on aveérage income
from an acre of a particular type of cultivated land, caloulated on the
basis of past thirty years and assumod to remain conatant during the
next thirty years. This non-progressive tax was inadequate for the
purposes of resource mobilization for development. Avcording to the
Repott of the Study Group on Mobilization of Arioultural Inoomes,

«, . .agrioulsural incomes in West Pakistan iitorsased at

current prices from Rs. 7711 million in 1959.60 to R, 15478

million in 1969-70, agricultural tazes during the same period

registered a small increase from Rs. 172 million to Rs 183 million

(the ratio of agricultural taxes to agrioultural incomes falliog

from 2.2 percent to 1.2 percent).’’

During the last few years successive inoreases in the prices of
wheat, rice, cotton and other agricultural product on the one hand
and the subsidies advanced by the government for inputs on the other
were bestowing upon the farmer large inflows of income. A progressive
income tax is therefore justified on these inoreasing incomes. MJr'b&'v'élf‘
during the past fow years the cosideration of redistribution of inoome
has gained a lot of importance. The strategy of “Redistribution with
Growth” has become the new fad in developmént economios. The
role of progressive income taxes as an instrument of achieving growth
as well as equal distribution of income is self evident.




From the social point of view it was also desirable to tax the big
landlords, busy with conspicuous expenditure and enjoyinrg immense
economic power. The income tax is more fundamental for its psycho-
logical aspeots than for its net yield in rupees. Politically also it
will have the effect of breaking the back of those landlords who are
used to assume the politioal leadership of their area irrespeotive of
their inherent qualifications. '

Effects on Resource Mobilization :

In a developing economy like Pakistan the task of resource
mobilization for development has many aspects. It does not merely
mean the generation of new resources by increased production. The
more important aspect is the adoption of an appropriate sooioé
economio strategy for their besv possible use, and their distribution
among various sectors and classes of society. Acoording to Hirschman
the real scarcity in less developed countries is not of resources but the
means and ability to bring them into play. He writes that,

“ _, . the development is held back primarily by the diﬂionltiei
of channelling existing resources into available productive invest.
ment opportunities.’’

This task can be achieved by adopting progressive income distris
bution policies which direct the tempo of socio-economic advance on
the right iines. It also implies the prevention of wasteful resource
allocation, oonspicuous‘oonsumption, non-funotional and bugury invest
ment and the diversion of the flow of these resources into productive
jnvestment. In oase of Pakistan, there is growing evidence that
mechanization and commerocialization of agriculture has generated
large sums of money, which are not being productively utilized, Since
many of the inducements and incentives are being provided by the
government, for making agriculture a commercial enterprise, introduos
tion of income tax is & logical step.

The new fiscal approach will enable the government to collect
more revenue from big and proaperous farmers than the old inflexible
land revenue systom. Indirectly, the more ecientiic and progressive
income tax may also help to divert a large portion of agricultural
incomos, now going into wasteful consumption, to more productive
channels by linking tax liability to investment allowances. Over a
period of time, this can be expected to generate reasonable private
savings, which can be transferred to the public sector. In the first
year of its oporation the revenves should be much more than a mere
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Rs. 20 orores that the land revenue has been able to generate, It is
estimated that four lakh new assesses will pay a sum of around
Re, 50 crores as income-Tax. This estimate is based on the number
of farms falling in. the category of 25 to 150 acres. However, the
real significance of this revolationary step is not confined to a single
yoar. Basically it is a long range measure which will enable the
planners to have a mora clear picture of domestio resouroes.

Viewing the issue from author angle, we see that the agriculturai
seotor constitutes, the major consumer goods sector in Pakistan.
It is a surplus in this seotor that will set the pace of growth of
investment in the industrial seotor of the economy. The expanding
productivity of the agrioultural seotor is a pre-requisite for the
oreation of & eurplus in this sector. But even when agricultural
productivity is increasing it may not result in any reasonable surplps
for investmeat in the iudustrial sector. Certain measures are necessary
to stop the agrioulturiets from keeping the inoreased output for their
own consumption. The agrioultural income tax will, hopefully, work
o8 g strong device to tap Lhin surplus for investment in other sectors
of the economy. It can even be used by the govornment in the
agrioultural seotor for building physical and sociai infrastructure.

Tbe role of agricultural income tax can also be important in
mobilizing saving potential concealed in the form of disguished unem-
ploymeat in rural areas of Pakistan. The marginal productivity of
some labourers in agrioulture is zero and if they are withdrawn from
this sector the total output will remain unaffected. If surplus labour
can be withdrawn from agrioulture and put to work somewhere else,
their employmeat can be financed by the mobilization of sarvings
relcased by their withdrawal from agriculture. As Nurkse pointed
out the process of employment of surplus labour in development
projects becomes self.financing if output relessed in the agricuitural
seotor is fully mobilized. A stiff income tax on the agricultural
sector will prove useful for this purpose, as is evident from Japan’s
experience in this field.

An argument which is frequently reiced against agricultural
income taxation relates to the problem of its administration in view
of large size and varied character of population. But if we study the
matter in detail, it is note-worthy that the farmers owning below
26 acres of irrigated and 50 aores of unirrigated land constitute about
70 percent of total holdings, Therefore, there is no danger that the

I
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tax reforms would involve the small farmers, tenant cultivators, share,
oroppers and Jandless labourers, A major proportion of rural popula-
tion will remain outside the range of income taxation. This will
reduce the administiative complexity of the new system especially
when emphasis is being laid on self-assessment by the tax payers.
Further, this will attract greater investment for modernization of
agrieulture, since these measures provide concessions for stimulating
fnvestment in agriculture. The government has allowed deductions
against oapital investment in tractors, tube-wells and other agriculturat
machinery.

CONCLUSION

1t can be contended that these reforms will lead to the trans-
formation of the rural structure by an equitable distribution of wealth.
The disparity between the privileged and the uaprivileged will
narrow down. It will evolve a dynamio and progressive approach to
agricultaral taxation. The tendency to exempt the largest segment .
of the economy would be stopped. It will remove inter-sectoral
imbalance and raise the Tax-GNP ratio by inoreasing the percentage
of direot taxes. But all this, in the ultimate analysis, depends on the
efficiency and sineerity of purpose in implementing these reforms.
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THE IMPACT OF SOIL EROSION ON WHEAT
PRODUCTIVITY IN PUNJAB

By Azhar Mohiyddin*

Soil erosion losses are for practical purposes Irretrievable. There
are some soil type areas where the sub.soil can be brought into a good
fertility state relativelv quickly and with little effort, buv they are
rare. Usually onos the precious topsoil is gone the land must be
abandoned. Because of the irreveraable nature of erosion losses,
seciety’s first and foremost effort should be to reduoce svil erosion to a
minimum to keep the top-soil in place.

Fertility depletion in contrast to erosion is & reversable process
where the land is not sueceptible to water or wind erosion. A soil
depleted in fertility oan usually be restored through manure, green
manure, commercial fertilizer and good tillage practices.

The most serious problem being faced by Pakistan is that of
water logging and salinity. Irrigated areas constitute over 80 percent
of the total cultivated land and the oulturable commanded oanal
irrigated area is about 33 million acres, Prior to. large soale
irrigation ihe water table was 80 to 80 feet below the ground surface,
It has now risea to within 10 feet of the ground surface, a potentially
hezsrdous limit-in 17 million acres. In some areas it is within 0-4
feet below the ground sarface. In addition, about 11 million acres is
sffected by salinity. This has resulted in low agricultural yeilds of
the order of almost one third of world average. Aoccording to &
report on waterlegging and salinity published by W.A.P.D.A. in July
1073, if we were to attribute only 209, of the reeuced yeilds to these
twin faotors, the loss in agricultural production was estimated to
Rs, 2.6 billion (U.S.8 260 million) per annum. The report said that
some 15 years ago it was estimated that approximauely 100,000 aocres
per snnum of agricultural land were going out of cultivation on
acoount of salinization.

*The author is an old Ravian. The artiole is based on an extract
from his thesis submitted to the P.U., in 1975-76, in partial ful-
filment of the requirements for Master degree in Economic.
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This showed the need for a massive integrated effort to be made
“in a systematio fashion to take measures to reolaim land thrown out
of oultivation as well as to prevent good land from going bad.

Previous Approaches

Although waterlogging and salinity were always recognized as
evils, the efforts to combat this twin menace were sporadic and not
inspired by an overail effective strategy. It was in 1964 that with
U.S. Governmert assistance & major attempt to arrive at a correot
appraisal of the problem was made. The programme extended over
12 years and covored 31 miilion acres. It resulted in a better unders
standing of tha relationship between the various faotors affecting
waterlogging aod salinity. Thus a olear concept of drainage recla<
mation and colateral agricultural development emerged.

New Approach

In 1959, the first major effort for waterloggion and salinity
control was made on a large scale. A salinity control and Reclama.-
tion Projeot (SCARP) was taken up for 1.2 million acres. In 1:61, an
overall programme with a long term perapsctive was conceived
80 as to assess the magnitude of the effort and resources required.
_Soon after, the problems of waterlogging and salinity became the
subject of & comprehensive multi-disoiplinary study, when &t the
request of the Government of Pakistau the late U.S. President
Mec.John F.Kennedy approved the appointment of a White House
Panel of internationally resowned experts in agriculcure, hydrology,
engineering, economios and the social goiences whioh wag assembled by

Dr. Jerome B Wiesner (Special Assistant to the President for seien e
and Technology). The Chairmaan of the Panel was Dr. Roger Revells,
Scientist Adviser to the Seoretary of the Interior. The task
entrusted to this Panel was to arrive at solutions to tackling the
problems of waterlogging and salinity in West Pakistan based on the
Jatest technology. The first draft report of this Panel was submitted
in September, 1962, While forwarding the repors to the President of
Pakistan, Mr.John F.Kennedy stated :—

«The solutions of the problem of the low agricultural produetivity
and waterlogging aud salinity in Wess Pakistan requires efforts of
unprecedented proportions. Tae most far-reaching conclusion of
the Papel has been that waterlogging and galinity must be

attacked within the context of & broad approach towards a large
/
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and rapid inorease in agricultural - production, combined with |

sustained human effort and sufficient capital investment to attain
momentum in improvement, The Panel’s primary recommenda<
tions to achieve these goals fs a reorientation of strategy to
concentrate effort on limited projeot areas, each roughly a million
aores In size so as to permit a coordinated attack on all aspects
of the agrioultural problem. In total, this becomes an ambitious
programme, but one that is required to meet an exceedingly
difficult set of problems’’.

The final report was forwarded by the former U.S. President
Mr, Lyndon B, Johnson to the Presieemt of Pakistan in Maroh, 64,
This report has been a valuable asset in tackling the twin problems
and has gones along in providing a firm technological and eccnomio
basis towards evolving a long term etrategy based on sound
soientifie lines.

After looking at the problem from the national point of view,
now we can study it in context with the Punjab, In 1959 WAPDA
took up its first salinity Qontrol and Reclamation Projeot (commonly
koown an SOARP) which was formulated on the basis of investiga-
tion carried out in the past. The primary emphasis under the
project was to eliminate waterlogging and to rezlaim the saline soils.
The project provided for pumpiug of ground water from a tubawell to
fields in the project area; and its utillzation for irrigation after mixing
with canal water as the ground water on the basis of its quality, was
found to be useable, The water pumped by tubewell constituted a
great asset for intensification of agrioulture and for reclamation, The
quantity to be withdrawn in the project was based on the concept of
‘operation’ defined as the quantity of water which can be artificially
withdrawn from a ground water reservoir without lowering ground
water level below on economic lift.

Keeping in view the above mentioned criteria seven SCARPS in
the Panjab covering 10.1 million aores were planned. Out of the
goven projects planned for the Punjab so far, four projects, namely
SCARP-I, SCARP-II, SCARP-III and SCARP-IV have been approved
for implementation to cover an area of 4.85 million acres and installa-
tion of 6844 fresh ground water tubewells, 808 saline tube-wells and
construotion and remodelling of 490 miles of surface drains. The
total outlay on these projeots is estimated to be Rs. 1683 million.
All the 6844 fresh ground water tube.wells have been installed end
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put into operation. In adition 340 miles of surface drains have been
donstfuoted. The work on the installation of saline zone tubewells

‘;[ have been initiated. The total expenditure on the projects upto June
| 30, 1976 is about Rs, 1266.23 million.
\

This programme met a setback in the last few years due to
financial constraint. The present Government, realizing the severity
of the problem and importance of agricultural development to meet
the needs of growing population, directed the agencies concerned to
formulate an accelerated programme. The Goverment promised to
earmark adequate funds to support this programme. The Government
b also ocreated a publio corporation called National Tabe-weli Construo-
| tion Corporation to augment the existing capability in the country to
exeoute this gigantio programme.

To make a start on the implementation of Accelerated Programme
for the control of waterlogging and salinity in the Punjab. three
Pilot Projects, SCARP Shahpur, Shorket, Kamalia end Panjnad |
Abbasia, ocovering an area of 0,48 million acres have also been -
approved for implementation. These projects provide. for installation
of 988 tubewells. The total estimated outlay on these projects wilk
be of the order of Rs, 355 06 million, Work has been initiated on al}

the three projeots.

The project performance can be ocomsidered from two angles.
Firstly from point of physical performance of projeot tubewells and
gecondly from the point of view of achievement of the ultimate
objectives in terms of eliminating waterlogging and salinity, provision
of additional irrigation supplies for increased agricultural production.

The physical performsnce of SCARPS, particularly of SDARP-I
has been quite satisfactory inspite of some operational and main-
tenance funds constraints and technical limitations.

The performance of SCARHs from the second point of view is
also enmcouraging. In all the SCARP projects where tubewells have
beenin operation, the waterlogging problam has becn brought fully |
uader control. Some head.way has also been made to reclaim the
galt offested lands, This, however, requires more conoerted efforts
and organisational support. As a result of additiodal irrigation
water made available from the project tubewells, the cropping

J intensity in the ares is increasing gradually and more arcas are being |
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brought under cultivation, Detalled information oo the performance
of projeots which have have besn completed and are in operation for
sometime is deseribed below 1—

Groune Water Pumpage

In Punjab some 6844 irrigation-cum.drainage water tubewells
have been progressively brought into operation between 1961 and
1973 as a pars of SOARP.I, II, III and IV. The total pumpage
during 196263 when SCARP.I was put intc operation was 2.77
million acre feet. The pumpage gradually inoreased with the
generation of new tabewells and was 2.84 million acre feet in 1964.65,
3.80 MAF in 1989-70 and 7,24 in 1974-75.

SOARPel comprises 2069 tubewells and went into full operation
during 1962+63. The average annual pumpage during the four initial
years amounted to 2.45 MAF which dropped to an average of 1.75
MAF during 1974+75 as against the designed pumpage of 1.64 million
acre feet. The over pumpage during the initial years of operation
represented largely wastage of water due to mismanagement by the
farmers. The reducation in pumpage in subsequent years apart from
indicative of the experience of the farmers to utilize ground water
more efficiently, is also due to reduction in discharge of the individual
tubewells as a result of inorustation of tubewell soresns, lowering of
watertable and wear and tear of pumping equipment. Nevertheless
inspite of the reduction in discharge vapaocity of the tubewells, the
actual pumpage has all along been more than the ptojested pumpage,
excopt daring 1974-756 which ocauld be attributed to low demsand
beoause of wide spread rains, Thus the parformance of the projeot with
respeot to groundwater supplies for irrigation has 8o far ®xoeeded the
project targets.

Out of 2205 tubewalls in SCARP-II 1552 tubewells were gradually
placed in operation between 1963.to June, 19:2 and the remaining
663 during 1672-73. Consistent with the inorease -in the number of
operational tubewells, the actual pumpage in the project has gradaally
inoreased to 2.69 MAF during 1974.75 as against the designed
pumpage of 2.80 MAF,

In SCARP-III 818 tubewells wete placed in operation between
1068 to June 1972 and the remaining §17 tubswells during 1972-73,
Consistent with the above schedule of tubewells operation ths
pumpage in tha project ares has gradually increased to 2.24 MAF
during 197475 an against the designed pumpage of 2.0t MAF
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Out of 936 tubewells in SCARP-1V, 562 tubewells are pladed in’
operation between 1958 to June 1972-and the ramaining 373 tubewells.
during 1972-73. The actual pumpage in the area was accordingly
increased to 0.99 MAF during 1974-75 as againat the ultimate designed
pumpage of 1,26 MAF. ' '

Waterlogging and Salinity Control

As a result of pumpage by the SCARP taubewells the watertable
in the project areas has been brought fully under control. In ‘
SCARP.I atea, which has been in operation for over 12 years, the
average drop in watertable is estimated to bo 19 feet thus largely
eliminating the water logged conditions. BSimilarly, out of 0.316
million acres affected by soil salinity in SCARP I about 0.312
million acras have been reclaimed upto June 197i. However, in
areas whioch cannot be reclaimed through simple teaching technique
because of sodic soils, more concerted efforts are needed to reclaim the
jand with the use of chemical amendments and proper ocultural
praoctices.

In SCARP II the drop in watertable betwean 1988-70 is estimated
be 2 to 8 feet. In SOARP III and IV, the average decline in waters
table is etimated to be 3 feet and & feet respeotively over the short
period of their operation. '

The extent of areas having watertable within 10 feet of ground
surface (preproject) was 58% in SCARP I, 64,09/ in SCARP II and
38.4% in SCARP.IfI. With the operation of tubswells the areas
having depth to waterable within 10 ft of gronnd surface reduced to
17.2% in SOARP I, 20.6% in SCARP Il and 36% in SCARP III

upto June 1974,

In SCARP I area the gross value of agricultural produce has
jnoreased from Rs 93 million under pre-project conditions to over
Rs 440 million at the constant price index thus represeanting five fold
increase. It is estimated on the growth pattern of SCARP I that the
annusl inorease in agrioultural production in the completed portions of
other SCARPs at present is of the order of Rs. 600 million.

In an article on “Problems of Policy in Planning the Indus Basin
Investment in Weat Pakistan’’ Arther Gaitskell said that, *‘There is
the difficulty—of knowing whether the increase in gross production
was the result of extra yield per aocre or was mainly due merely to
extra area cultivated, 1t is very difficult to assess this poiat. Claims
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- have been made in SCARP I that there has been & subatantia) increase
in yeild per acre, but a recent survey made on a representative number
of water channels does not corraborate this claim. ‘Undoubtedly some |
of the increase was due to new zones bronght into firrigation for the Ii
first time but apart from this it may well be that the farmers first "
reaction to getting additional water was to extend the amoung of land
(i.e. the intensity) devoted to crops within his farm",

The table given on the following page shows partioulars of salinity
oontrol and reclamation projects taken up so far,




PARTICULARS OF SALINITY CONTROL & RECLAMATION PROJECTS
TAKEN UP SO FAR

Fresh Salln; L O;p:‘ta:l lcost
C“““"“(’i“’d g'°‘;“d“l';°' S ater eg%t’ lectrification
s). Name of Project commanded | N, | tube-wells | N, | tubewells) surface | Million Rupees
No. ) area million Installed Installed | drains [{On the present
acres capacity capacity | (Miles) rate of
(cusecs) (cusocs) exchange)
l. SCARP—I ‘:
{Central Rechna Doab) 1.14 2,058 5812 - - - 239.16
2, SCARP—II .
(Chaj Doab) 2,10 2.208 8468 460 2760 450 $39.96
3. SCARP—III o k
(Lower Thal Doab) 1.05 1:604 6129 131 631 150 407.15.
4. SCARP-—1V v
0.56 933 3714 —_ —_ 189.32

(Upper Rechna Doab)
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. The table given on this pagé shiows the bensfits from the main
projects inoluded in the proposed programme for control of water
b-logging and salinity including on-going end new projects in the
. Punjab.

BENEFITS FROM THE MAIN PROJECTS INCLUDED
IN THBE PROPOSED PROGRAMME

. Name of Projects

Intensity of |Water availability Benefits
cultivatlon);, |IMAF Per Annum [t ratio

With- | rateof
project | Intetest

With- | Pre-
project | project

Pre-
project

p:

"ON GOING PROJECTS

§CARP—I 74 109 125 335 34:1
SCARP~—II ©100 126 267 454 46:1
SCARP—III 7 120 18 370 3d:l
 SCARP—IV 92 150 055 189  5:1

'NEW PROJBCTS

SHORKOY KAMALIA 114 137 066 146 7.9:1

' PANJNAD ABBASIA 87 150 4.1 630 17.2;1
k . .
| : _

The area under water logging ond salinity in the Punjab for a few

| years is given on the following page. This shall give us an idea and a

better understanding regarding the problem in a greater detail. We
shall be able to note the general trend from these figures. 16 will also
onable us to calulate the productivicy foregone. This can be done by
"multiplylng the total ares that has gone oat of oultivation by the per
 acre yield in the respective Provinos, divicion or district, Finally we
boould also find out the less in monetary ternis by multiplying produc-
tivity foregone by the price per maund in the respective year.

<
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PRODUCTIVITY FOREGONE DUE TO WATERLOGGINGF
AND SALINITY CALCULATED FOR 1970-7t-

To:al Area Yeild | Productivity

gone out of | Mds/acre foregone

cultivation . :
The Punjab 3074728 12.22 37573176.16
Rawalpindi Division 40422 3.04 204626.88
Lahore Division 637393 - 11.70 7456698.10
Multan Division ; 1110210 16.11 17885483.10
Bahawalpur Divislon 448032 13.15 " 5891620.80
Sargodha Dyvision ' 838671 | 12.48 10466614.08
Sargodha 20:460 12.30 2502558.00
Lyallpur 346182 15.88 54973770,16
Jharg 287004 12,61 3619120,44
Mianwall 0025 6.87 - 13911.75

Taking the productivity foregone from the above table for the
Punjab whioch is 375673176,18 and multiplying it by 17 which was the
price of wheat per maund in Rupees for the year 1970.71 we oan
oaloutate the ioss to our country in monetary terms for the year in
question. This loss would come equal to Rs. 63874399472, It is
worth noticing here that these caloulations and their results if made
for the present year that is 1966 the would show an even greater loss,
Both the yield per aore and the price per maund of wheat have
increased considerably. Therefore importance of relaiming the land
gone oub of oultivation is also increasing with the passage of time and
inorease in population. For making this analysis we have taken the
assumption that if all the land that has gone out of cultivation was
available for cultivation, it would have been used for oultivating
wheat. ,
~ Finally we can quote Prime Minister Zulfigar Ali Bhutto, speaking
on the subjeot who said :

*We have to give greater attention to the ourse of waterlogging
and ealinity. So far we have merely toyed with the problem,

It seriousness must be seriously faced. We must do something

worthwhile on a large scale, far above the SCARP scale’’.

This shows a sign of hope, the extent of realization and the degree
of importance regarding the problem of waterlegging and salinity
whioh we have discussed at length in this chapter.
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AREA UNDER WATERLOGGING AND SALINITY IN THE PUNJAB FOR T

HBR YEARS 1966.67 TO. 1970-71.

Area in Acres

1966-67 1967-68 1968+69: ‘ 1969470, ‘, 1‘970-"-’ -
Division and District | n — = - B —
?qugtgé' Saliné | Total Y;‘;:;I Saline | Total }ggag‘:‘; Saline | Total ggagt:; Saline | Total ;):ga;:; Saline | Totsl
Punjab 65307 3214678 3279985 65027 3109410 3174437 67186 3129971 3129971 54386 3042863 3297249 51039 3023689 3074728
Rawalpindi Division 3056 54327 57383 4163 56687 60850 7245 46619 53855 5109 43755 48864 3962 36640 40422
Lahore Division 1798 716654 720452 2728 683728 686456 740 665366 666106 626 659572 560138 1783 635608 637393
Multan Division 13107 1173066 1187173 15191 1161263 1176454 12101 1179533 1191634 12084 1117631 1129715 10555 1099655 1110210
Sargodha Divislon 05357 855020 880386 20848 783631 806479 24355 812378 836733 18830 797823 816653 17000 821671 838671
Sargodhs 17872 253518 271390 16354 241305 257669 12445 186040 198485 9170 185924 195094 7668 195792 203460
Falsaiabad 2583 344762 347345 2559 305264 233015 3568 330691 334259 3859 334132 327991 3739 34243 336182
Jhang 4302 249753 249755 3335 229680 229680 3783 2882265 292048 4264 285414 289678 4056 282948 287004
Mianwali 600 6996 7596 600 7382 444198 4559 7382 11941 1537 2353 3830 1537 s 205
19989 10097 20007 424101 22745 426084 448820 17738 424082 441819 17737 430295 448032

Bnhawalp{u‘ l.)iv'lsio'n

415602

435591

(e) ¥%
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Now it would be most appropriate to finally have a look at the
package of inputs whioh really brought about a revolution in our
agrioultnre sector. For decades the agrioulture in West Pakistan had
remained stagnant. Then suddenly within a period of two or three
years spectacular lncreases in the agricultural producetion occured.
The wheat production went up from its traditional of ¢ million tons
in 1966.67 to more than 6 million tons in 1967-68, adding about
1,000 million rupees to G.N.P. S8imilar results wers found in case of
other crops such as rice, maize eto. Different people wouid desoribe
this phenomenon in different wards but the fact that this breakthough
oooured in a very short period, shows that it ocould have only been
adequately discribed by a word such as ‘revolution’. .

The green revolution has not been partioularly based on better
gseeds alone.. In case of wheat, no doubt Mexican seeds have been the
major-engine of growth in West Pakistan agricultare but an equally
jmportant aspect which must not be lost sight of, is that the founda-
tions of green revolution had in faot been gradually laid in the years
prior to the commercial introduotion of Mexican wheat and IRRI rice
in 1967-68. To quote an example, in late 1963, there was an exoess
gtook in West Pakistan of about 250,000 tons of fertilizers but by
November 1364 not only had all the excess stooks- been disposed off
but the WPIDO factories had unfilled orders of 185,000 tons coupled
with this, outburst in fertilizer usage wasd the tremendous initiative
shown by the West Pakistani farmers ia putting up tubewells, A rapid
growth in private tubewells which had been going on for a number of
years even prior to 1964 gained a farther momentum in the years after
1964. 1In feot mid 1934 was the real turning point in the history of
agrioultural development in West Pakistan. ’

The three major components of green revolution in West Pakistan
and speocially in the ‘Punjab have been an investment in private
tubewells high-yield seeds and inoreased use of fertilizers. Therefore
although this green revolution is more broad based than a mere chance
acceptance of ‘miracle seeds’ yet it is not broad based enough to have
become institutionalised in our egricultural system. Also it must be
admitted that lasting progress is mot achieved through ocoasional
breakthroughs. It can be sustained only through institutions which on -
the one hand are permavent enough, so that the polioy makers and the
farmers are able to set their sight on the long range and on the other
hand flexible enough to accommodate the fluctuating needs of agricul-
tural progress. -




“DEVELOPMENTBUDBGETS*OF PAKISTAN
“(1970:75) _
«By Nadeem:Asghar*
Introduction ‘

“The ~period o1970-75 ::is 2of ugreat ssignificance «in ibath :ghe
political ~as-well as-economiothistorywof Pakistan. «We:fased:-amerious
orises during70:71-when ‘both «natural - phenomensuand ripolitioal ndise
turbances hurt the “development -process->very i badly. tAgricultural
productiontiniEast /Bakistan vwas adverssly siaffected by »a sgevere
‘eyclone, -while,” during the-same-year, Western.Wing :anffered sifrom 58
shortage ~of <wrater--due 4o late-rains andslow discharge in:the;canals.
Tndustrisl-production, was-low due todabour unrest,nstrikes uand uthe
olosure ~of ~mills -in *East*Pakistan, * Then:the:year 1971:72:bears:the
‘imprint of the wéll-remembered- tragio-political--developments iin “East
‘Pakistan. “In this regatd, the steps-taken:to-preserveithe integrity.of
“Pakistan, both the aotual-war and-the-preceding-action;and eventually
‘the Tall of East Pakistan‘have also'taken their-toll iin. economio “field.
“Political stability - was created ~after ~the -assumption -of office’iby
_Pakistan Peoples"Party. *But ‘then the prcoess of-deveélopment-seemed
- to be hinderéd by the flodds, the Qifficulties creatéd’'by the-world«wide
soarcity of capital-goods and international -price’hike*during 73:74.
«However, 74-75 has seen some signs of relief and prospects for growth
in future seem to be brighter than in the past.

+The following table shows that,inspite of so many adverce faotors,
.the growth in Gross. Domestic Produot.at, constant. factor ogst (1959,60)
didn’t.decline. :Thapgh.the average annual percent rate of increase is
only .3.2%. but itis:less than popnlation growth rate which somes out
soche 3:4%;per.annum. .Thus per-oapita incpme jnereased by .0.3%
duzing 170-35. GDP inoreaged,by.16% and ;papulation.grew by 127
allowing per.oapits ingome to inarease by.4% during these five years.

from his**Thesis, - *A study-of Federal Development: Budget.(1070-76)
saubmitted (4o sthe JUniversity (of .Banjab .in jpartial _{ulfilment of
.Examination for. M.A. Degree.
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~#The au‘iher is-an-old student of Govt. *Gdllege, Lahere, Extract



- TABLE Nb. 1
| (Mot Rs.)
GOWTH OF GRDSR DoMESTIC PRODUCT DURING i970.75

1 3 I
- . (Qﬁn‘iﬁag‘m faotor dost 1059-60=180

. e e e LN Pt
Séotéts l 1970.3 { % | 187112 | % ' 184273 ‘ % io‘?a-"u’ % | 1b74.78 l %
AjriGultiesi i2,188 iz,611 12,821 13,357 13,086
Mig: 2.Qafrr§ing 156 159 161 110 202
fast. Tndustiy b,d6s 4,988 8,474 5,871 8,834 i
i.8. 1,050 3,813 4,088 4,585 §500
8. 8. 1178 1,175 1,200 1,2k6 1,326
Gonétriotion 1,390 1,164 1,346 1,40 1,802
Othe Ser¥iod §,0ds 8,718 4,721 10,173 11,105
bpb 32,368 35057 34 007  ge,d4d 38,042
ol S L~ =l N~ X — diliond [Vl ] H =0

Sourcé: Pakistan Eéb, §ur§7e§ 767s.

ﬁoté : nguﬁa for i97ig75 are ;ev}sed es%imate while othbrs ake aotuai.
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Agricultore

The annual growth rate for agrioultural geotor achieved in the
past are presented in the following table. '

TABLE 2
Period % G.R.
1950-59 1.5
1960-65 3.4
196670 4.1

Source : Working Papers for the development perspective

(1975-80) Govt. of Pak. Planning Commission Vol. II.

But during 1970-75, agrioulture suffered a deoline in its annual
precentage rate of growth as compared to previous period.

TABLE 3
Period ‘ %GR,
1971.72/197C+71 , 3.5
1972-73/1971:72 1.7
1973-74/1972-73 1.6
1974.7: [1973.7¢ 2.0
(1970 — 175} o 1.0

Taking a detailed analysis, it becomes very clear that produoction
targets for more than one or two orops were not aohieved even for a
gingle year during 1970.75. Various factors contributed to. such &
poer show. These include disturbed political conditions in 1970-7t,
war with India in Deo. 1971, shortage of timely rainfal, floods cyclones
low canai discharges, high prices of fertilizsrs eto. It is important to
note that produotion of food grains inoreased by 11.477 i.e. ab an
average growth rate of 2 3 per annum, while the inorease in population
is about 12% as already explained. Therefore to attain self-
suffiviency in food supplies, the production of food grain should grow
at a higher rate than population so that per capita availability of food
" domestioally is increased to replace the important component in the
per ocapita availability of food grains. The performanoce of agriculture
eector is shown in Table No, 4 presented below.



e Ak T SRS AT A v 1ADLY, INO 4. ) . .
A DETAILED VIEW OF AGRICULTURE 1970-75 IN PHYSICAL TERMS

1970171 197172 ' 1972-73 1973.74 1874-75
Crop. it T Achieve-l Hr Achieve| o, |.p . lAchieve- o iT Achieve-] | Achieve-
Unit arget ‘ment ‘%:__" arget |71 ent éf Target ment ’ % argetr ment | ¥ | Target ment | %
Wheat mo-tons 7.600 6.511. 86 7.338 6450 82 7.200 7.400 103 8.500 8.500 100 8.500 = 7.460 88
Rice »» 15.000 12,938 86 12.700 2169 17 2400 2.288 95 2.600 2.402 92 2800 2277 81

Sugar cane » 31,500 33.374 106 34.200 19.700 58 22,000 19.632 89 23.000 22.708 99 23500 - 22.000 94 .

-

©
Jute mn-bales 7.400 6.877 93  5.000
Cotton 0 3.300 2.297 90 _3-263 4,150 127 4,150 3,947 95 3,700 3.704 100 4.500 3567 1
'f‘ea mn-lbs. 73 000 69.000 94 40000

Total Food mn-tons N.A, 10;014 N.A. NA, 10064 NA. 11,100 11.086 100 12,360 1260 98 129.60 11.157 86
Grains ' '

Consﬁmptic‘m nut-tons = 596 425 71 - 578 282 66 450 43 97 675 404 60 600 425 71
of Fertilizer

Sbutce ¢ Annual Plans 1970475
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“Wheat Oroﬁ the most i'mporbiht of all food éfains, has been
prodaced below target throughout the period except 1972473 and

13-74, when the proourement’ price for wheat was raised from Rs. 17.00 |

to 22.60 per mound for 72.-73 Crop and again to BRs. 25.60 for

73-74 Crop. Mdreover! soil-moistare subsequent to floods enabled |
the nation to have more wheat production during 72.74.
The produotion of rice has also been below target. It has |

been greatly reduoed_.sinoe 71.72 congequent to the debacle of

East Pakistan, However, demand for rice has also been reduced so it |

does not present any serious problem. 20-25%, of total produo’bion of
sugar-cane was prodused in East Paskistan.! But in 1971-72, its
production was reduced by 419 i.e. from 33.374 mn tons to 19.7 mn
tons. It remained almost stagnent during 72-73 but inereased by 15%
pext year, But, as other orops, the target for its poduotion have
never been attained during 70-756 except for the first year. The
production of Jute has gone to a zero figure as it was produced in the

other wing of the country, now ealled as “BANGLADESH"’. The -
production of cotton which was below target by 109, during 71.72, -

exceed the target by 309,. Bat the production declined by 5% to
3.947 mn bales during 72.73, It recorded a further decline of 5% in

73-74¢ and 5% .in 74.76. Thus during 71-72 to 74-75 it declined by -

169, i.e, from 4.16 mn bales to 3.567 mn bales.

A rough estimate can be made about the net impact of develop~
ment expenditure in agrioulture. Value added by agrioultural sestor
to GNP may be divided by the federal investment as & ratio of total
investment in the seotor. This will give us the contribaution of
federal development expenditure to GNP, It may be pointed
out here that Government’s contribution cannot be truely judged
in these ternms only. Because federal investment goes in those
fields where private seotor hesitaies. However, the contribution of”

publioc seotor in these terms is not so easy to estimate, therefore, we

suffice on presentiug the following table.

1, 25 Years of Pakistan in Statistios, C50, Government of
Paklstan,




TABLE No. 5

IMPACT OF DEVELOPMENT EXPENDITURE ON VALUE ADDED TO GNP BY AGRICULTURE

Private Public Total Value added| Federsl Constribution of
Investment | Investment to GNP | Investment Federal Investment
YEAR | ,
Milllon Rs. | Million Rs.| Miilion Rs. | Million Rs.{ Million Rs. Million Rs. %
197071  463.4 748.2  1211.6 16236.00 47.23 632.9 3.89
71—72 - 5352 - 231.00 7662  17934.00 27.38 640.3 3.57
7273 612.1 480.00 - 1092.1° 21907.00  82.93 1663.5 7.59
73—74 937.6 639.20 1576.8 28084.00 ~ 109.43 1949,00 6.94
7475 1150.0 9979 21479 33645.00  575.92 9021.3" - 26.81

-

Source :  For public Sector : Annual plans from 70-75 to 75-76.

For private Sectors Annual plans 75-76.

19
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Finally, we may say that inspite of various soclo-economic reform
made by the present government, the value added by agrioultural 7
seotor has not shown any appreciable increase during the period 70-75.
Had the policies and reform been more. wisely designed, implemented
wholeheartedly, and responded to quickly, the rate of growth would
have been much higher, |

INDUSTRY

The average annual growth rate for large scale industry wes
16.8% in the 2n0d Plan but declined to 9.9% during the 3rd Plan
period. The annual growth rates for the period 1970.76 are given

below,
TABLE 6
'YEAR Largo Scale Small Seale * Total
107172 —8.77 —0.25 —5.31
72.73 2.14 1.:2 1.96
774 403 3.05 . 382

74.75 268 3.12 2.69

" Bource: Pakistan Economic Survey 76-76.
Note : (i) Figures for 74-75 are revised estimates while all other
are sotual, '

(ii) Growth rates for such year are claculated over 1970-71,

The performance of the economy in industrial seotor has also not
been very encouraging. The rate of increase in industrial output
during 70-71 is estimated at less than as compared to 8 89, during
69 70. Industrial production suffered particularly during the last

' - quarter when the production in East Pakistan was less than 269, of
what was in the corresponding period during 69-70, It would not be
out of place to mention here that even a single item was not producad
upto the target leven during 70-71. For example, food manufactures
were, on average, 38% short of target. The production in Textile
Industry was 46%, below target. Then in 1971.72, a series of far-
reaching reforms were introduced by PPP’s government immediately




TABLE No. 7
A DETAILED VIEW OF INDUSTRY DURING 1970e75 IN PHYSICAL TERMS

Source :

INDUSTRIAL PRODUCTION Change in
COMMODITIES UNIT 1970-71 1971-71 1972-73 197374 1974-75 g’ad;:é{:;l
Target | AQENC | o | Target ACnen | % |Tareet |Achicve | o | Target | AGRSE" | or | Targes | Achieve- | o/ 19600 | 197475
Food Manufactures
. White Sugar 000 tons 1000 609 61 623 370 59 450 452 96 550 598 109 630 490 75 ’600 690
Vegetable Ghee 000 tons 300 130 43 140 159 115 209 185 88 223 230 102 275 265 95 i63 330
Tea Mn pounds 90 72 80 ‘ .- . -
~ Textile Manufactures
Cotton Yarn Mn pounds 1100 744 68 650 740 114 770 829 108 881 836 95 950 774 81 2387 3400
Jute Goods 000 tons 1030 444 43 15 30 200 15 34 227 N.A. 36 w  N.A, 45 (vSpindles)
Paper & Board &
Writing & Printing 000 tons 200 34 17 15 25 167 30 24 80 N.A 26 . 39 39 100 47 54 E
Boards (Alli kinds) 000 tons 150 40 27 35 34 97 50 37 74 40 44 110 37 4 19 44 54
| Newsprint & others 000 tops 75 30 40 . . . . ' .
~ Fertilizer (in terms of natrient tons) 000 tons 1425 187 13 190 201 106 300 483 94 N.A. 304 N.A. 307 w150 310
Cement 000 tons 7300 2653 36 3242 2564 79 3000 2830 9% 2800 3055 110 3100 3100 107 3100 3400
. Basic Metals .
Steel 000 tons 750 36 5 .-
Steel (Furnace) 000 tons N.A, N.A. . 136 136 100 100 N.A. 214 N.A 202 256 &od
. Machinery )
- Machinery except electrical Mn Rs. 874 354 41 282 382 100 410
Elect. machinery Mn Rs. 678 422 62 400 300 100 555
- Transport eqpt. Mn Rs. 701 400 57 320 378 118 378

Anpual plass 70-76 " '
The data for 1970-71 relates to whole Paklstan la order to show.the effect of separation of East Pakistan on industrial ction. i
during 70-75, the year 1971-72 would provide a meanigful comparison. uotrial produstion. - But for industrlal process

Note :
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after arsumption of office in Deo, 71. These inolude, the major step
of taking over of strategioally important industries inoluding iron and
steel, basio metals, heavy engineering, heavy electrical, heavy ohemical,
gas, oil, cement, assembling and manufacturing of oars and traotors.
Thus through an Economio Reform order, 31 major industrial conoerns
were ‘nationalised’. A Board of Industrial Management was also
constituted to look after these units. But value added declined by
5.6% over the preceding year. The factors held responsible for such
o result include : the non-availability of imported raw materials whioh
aggravated the phenomenon of under-utilization of capacity in imports
‘based industries ; the shfinkage of the domestio market due to fall of
East Pakistan and above all the growing labour trouble in the end of
the year. However, the economy covered up its loss in the industrial
seotor and an inorease of 6.569%, in the value added brought manufact:
uring " industries back to 69.70 levels, But 1973-74 had to see devas~
tating floods which necessitated a revision of. targets in the industrial
sector, Transport bottlenecks, eleotricity shortage and dall inter-
national markets made a higher growth-rate impossihle. The recession
in international market continued during 74-75 and this coupled with
lower production of sugar-cane caused the growth-rate i in manufaotur-
, ing industry to be much below its target. !

The following provides a detailed pioture of the manufacturing
industry during 70-75 in terms of physical outpat. _

In case of Food Manufacture, it is important to note that we have
never been able to reach our target during :0-75. The actual produg-
tion of white sugar was 299, below capacity. Vegetable Ghee wae

" produced acoording to target but 179 below its aotual capacity. The
production of cotton yarn, in case of Textile Manufaotures, hss
increased marginally during 71-75. The target for writing-and printing
paper was achieved bat still there was 28%, capacity unutilised. It is
s matter of great relief that the production of fertilizers has increased
appreciably during 71-75, i.e. by 54%, and still more encouraging faot
is that this success ir achieved shrough utilising idle ospacity. In case
of cement, it seems that it hasn’t kept pace with the development
needs which are growing faster and faster. :

On the whole, we may eay that heavy engmoermg mdustry and
cement and steel require further attention.

The same methodology, as explained on preceding pages can be
uged here toe in order to have a very rough estimats of federal “cons
tribution in the industrial progress during 70.75. . This is done in
table No. 8




TABLE No. 8
IMPACT OF DEVELOPMENT EXPENDITURE ON VALUE APDED TO GNP BY INDUSTRY

Private Public Total Value added | - Federal - Conteibution of
Investment | Investment to GNP | Investment Federal Investment
YEAK - ——
, |
Million Rs. | Milllon Rs.| Million Rs. | Million Rs. i Milllon Rs. | Million Rs, %
1970—71  1425.70 477.88 1903.60 5822.00 58.38 1786

71—72 1235.40 78.50 1313.90 5777.00 27.38 120.4
72—73  1044.80 249.50 120430  7212.00 82.93 466.60
73—14 981 80 624.00 160580  9383.00  113.40 676.10

74=15 1380.00 1658.00 3038.00 12844.00 517.96 2189 80

Source : Fot Public Sector : Annual plans from 70.71 to 75-76.

.. FRor Private Sectaor: Annua) plan 75-76. , e
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Impact on Prices

Price Level is said to be a barometer of the state of any economy,
It indicates the economic health of the country, Exceasive fise or fall
both are equally important and alarming. Therefore the sugcess of a
budgetary policy ligs in its impact on ihe price level. If a high rate
of growth is achieved without disturbing the price structure too much,
then budget may be eaid to have attained the 803l of growth with
price stability. The preceding section deals with the impaot of
development budgets on production whereas in this section we will
consider the behaviour of prices during 1970.75.

The table shows that during 1960s70, thp index for wholesale
prices (General) inoreased by 31% while during next five years i.e.
1970-783, it inereased by 1105;. Moreover, this is also evident that
prices kept rising faster during 1970.75. The ennual perceytage rate
of inflation was 4%, in 1970-71 but increased to 2694 during 1074-75,
It appears that during the first two years, prices didn’t increase by an
unmarcagable extent. But the period 72.75 is charagterjsed with
serious inflationary pressures on tl‘;; economy. Oost of living Index
based on 1959-60 =00 was 105,71 in 1970-7§ and increased by 6%
approximately to 110-67 during 71-72. But the rate of ‘inq;reag_é got
doubled in 71-72 i.e. 10%. Agsin in 72-73 and 73-74 the cost of
living index increased by 30% and 27% over T1-72 apd 723
respectively .2 '

Starting from 71-72, the major influences op_eratiz::g op the .prices
include & wage and salary incrpase, hottlengoks in the produstion
stream and diffioult énpply i)ositioﬁ of certain essential items. Then
1972.73 bears the counter effeots of devaluations, defioit finanoing and
of course, the international inflationary spiral. The year 1974.75 saw
an increase in the price of some essential items such ag gas, jkerosene,
m;otor 8pirits, wheat, sugar and vegetabje ghee, The feotors respons
sible for ;prioe-jlﬁke during the period are of both types i.e. demand-
pull as well as the cost-push, Taking monetary expansion, first of all
from the list of demand-pull factors. Total monetary assets increased
from Rs 2019,32 crore in 1970-71 to Rs, 3727 Crore. An Inorease of
85% took place during 1970-75 .inspite of the faot that the country
was reduced to West Pakistan only. An analyeis of .the oausitive

2. All these figures are based on data in Pakistan Economio
Survey 1975-76,




~ TABLE No. 9
INDICES OF WHOLESALE PRICE

YEAR Gener'al' ' " Food ng Material Manufacturgrs &l;:‘;ér%éﬂ:s :

1960—61 104,77 106.30 108.20 99.23 . 99.10-
1965—66 112.03 108,24 25,57 112,70 ' 109.18
1970—71 137.32 136.50 133.23 142,33 137.08 .,
197172 150.31 15350 136,34 151.52 15063 - -
197273 17974 189,05 157.81 170.75 182.20
1973—74 229,07 24268 205.10 209.00 236.04
1974—175 288.89 - 302.38 232.13 284.85 314.24

Source ¢ Pékléton Economic Survey 1975-76.
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.faotors would show that the share of public sector in inoreasing total -

Monetary assets is climbing up. Large part of such behaviour can be
expressed in terms of deficit financeing resorted to meet public expen-
diture. Using a one year lagged relationship between defioit financing
and inflation, it has been found out that deficit finanoibg explains
777 of the total inflation,3 Besides this, an inorease in population
also led to expanded demand especially for food items. On ghe cosd
push side, the faotors responsible include the devaluation of Pakistani
Rupee in May 1972, It has added considerably to inflationary
Pressures by inoreasing the costs of inpus, For example, the depre.
ciation cost increased since most of the machinery is imported from
abroad. It also made the problem of debts gervicing more serious.
Because of devaluation, the foreign ourrenoy loans wers also reduced
in rapee terms. The rupee ocost of all imported materials also
inoreased, The General Index of the unit value of imports which
stood at 134.3, based on 1960-61 =100, increased to 262 1 for the
period July-Sept. 1972. Devaluation inoreased the value of our
exports in rupee terms, unnecessary, therefore exports increased
but the net availability  of goods declined, For instance the
wholesale price Index for 71-72 and 72-73 shows that in raw ootton,
the price rise was 337, raw wool 299% hides 49%, ekins 5:%
eto.? Alongwith the effeots and after-effeots to devaluation, the
increase in Money Wages, no doubt a very popular step, tended to
raise the cost of manufactures instead of reducing the profit margins,
Prices increased further and perhaps more than the rise in wages,
Thaus real wages were down even below the levels exigting prior to such
8n inorease. Thus as a compensatory measure, the inorease in wages
was demanded by most of the labour unions. In this way, the
inflation in Pakistsn has aoquired a self-generating tendency. Ooma
pensatory increase in wages, allowed to offset rising costs of living,
aren’t matohad with higher productivity. This keep the price spiral
alive, However, dealing with the price increase during 1970.75, one
must not ignore or under emphasize the effect of international faotors
on our economy. Most of the market-economy industrial nations of
the world have been experiencing a double digit inflation whioch exceed
207, in some oases, Our ocountry, since the separation of Easi

3. Current inflation in Pakistan, Hashmi 8. A. & Faruqi A,
Economio Journal, Govt, COollege Lahore (Summer 1376).

4. Pakistan Times dated April, 13, 1975,
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‘Pakistan, has'been engaged:in:internationalitreade to .2 much' grester:
.extent, *The surplus :items «whichswere.exported:to:Esst:Bakistan 4o

meet their.needsthad to:be:sent :to sforeign :mawkets. ;Similacly -whas:

we ‘used to:import-from East:Pakistan.was now comingfrom ahroad. ;

Therefore any-change in'international prioes’ was rtranslated iinto : anr:

economy ‘without - muchdag. ‘Taking:the case ofsindirect taxes,:it has

already‘been-explained that the ratio -of-indireot’taxes :to stotal +taxes:
has registered -an apprecigble-inorease. *Direct:taxation dampensithe.
demand-pull effeots by reduding ‘the ‘total -disposable :income while.
indireot-taxation-works'in an-apposite.direction. through-styongthening.
the .cost :push influenoes. (Further, it :also :bnilds an infiationary.
psychology «whioh:is'fed -on :its -.own. A strong :positive linkage chas
been caleulatedibetween the«twowariables’i.e..ratio.of indireat taxes:to
thetotal:and the:rate-of inflation,s

‘Finally:we may say that though ‘the ‘impact -of developmeuh
budget on _prices eannot be caloulated so easlly, _yet-a picture of-change
in the price level in the economy as & whole would “indioate the
direction in which the economy is marching. On these basis it may
be said that domestie policies_fabricoted’in the developmeut ‘budgets
were, .of course.responsible for. .8ivipg rise to inflationary pressures,

Conoluding on the :impast (of development budgets it .must be
pointed out (that these budgets didn’t suceeed ;muph .in increasing
production-and creating.a:stahle priceslevel. Both of these objectives
should be attained simulaneously. .Btice satability.at:the.expense .of
slowing down sthe growthirate:in:produetion .cap .never .he .acoeptahle
to people. And, .on the .other-hand, growth with high rates of inflas
tion js self-defeating and:it.cannot take the form .of a self-sustaining
procesz bub.ends,after;some time.

Therefore it -appears that :the required strategy for growshiin
future should not take:the;question nf :xising (prices ;lightly rather )it
must ‘be accorded top priority.

5. Ibid Hashmi 8.A, & Farugi-A.
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Book Review

' ECONOMIC ‘STRUCTURE :OF PAKISTAN*

‘There'is no dearth of eoconontio ‘literature on '‘Pakiitan, What

‘was essentially lacking was an effort‘for- compiling sthe latest statisticdl

informations and econontio data-dbout ‘various*spheres-of-the ‘economy-

in accordance with the shanging patterns ‘of econoniic -conditions -6f

Pakistan “Professor ‘Khawdja ‘Anijatl ‘Sacell ‘therefore -reslizing shis

Tequisite preserts-a-ccherent:treatment ‘of <the -economio strustate of

Pakistan ‘in -a <theoretioal as -well as- pragmatio «way, Dhisiwas:also
being mecessitated owing ‘to ‘the -80 ‘many structural.changes .during
the last few vears, such as the -adoption:of:aigoal:of sspaial, jnstice
with growth and,more emphasis on widening the rale of ,public sentor
in economio activity.

“The author’s-approachiis‘beautified by the «avoidente of :all mne
necessary -details vsnﬂ' putting‘the materisl in-a:comprehensive:manner.
It'is‘further fanned ‘by:the smallintroluctions givendn the ‘beginning
df-each chapter desoribing basic-econontic:conocepts. "Then:a dong list-of
tables :stating upito-date figures @bout sthe reconomic struoture .of
Pakistan'is'indeed very hé]pflil,=pnﬁioularvl-y for:dtudonts,

He starts with the deseription of ‘oharatoteristios of LDQs, albeit'in
én orthodox nonetheless, useful .manner, with giving necessary
informations.about the growth of the national economy since mdepen-
dence in & ueeful way.

;The.rede,emlqggfeatmeqof ghe:boak.is.the .concern shown by the
asuthor for .the .Eoonomic System based on .Islamic principles.
But just two ;pages .are .incapable .of grasping the whole Islamioc
Eoonomio.system end .the concept:of .interest-free banking. Further,
he does .not .present .various Islamic principles .in a manner in
which these ought to be presented. Just to say that.lslamic economic
systems will find its base :in Holy .Quran is rﬂOﬁ Ssufficient, in

*By Khawaja :Amjad.Saeed, Taxasion.and Aooountanoy Institate,
Lsahore, 1977,
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our view it is a good alibi, unlegs one desoribes the various broad
Islamio Eoonomio principles in a quantified manner, one ocannot
visulize the pioture of an economy. Similar is the case with the idea of
interestiess banking which needs more attention than given by
the author.

Al'LDCs in general and Pakistan in partioulsr are under a conti.
puous pressure of inoreasing population. Relevant material on this
subjeot therefore helps in understanding the nature of the problem.
Remarkable is the distinotion drawn by the author between Population
Planning and Family Planning, *“But now it has been realized that
Family Planning by itself cannot produce the results it seeks, &
broad deoline in birth and decrease in overall population growth rates.
The programme has therefore been redesigned as population planning’*
He also takes a olose look on the dire consequences of population
growth on the eeonomy of Pakistan,

Agrieulture in Pakistan holds a key position. Hence he makes
a ocompact analysis of the agrarian set-up of the ocountry, by
giving the latest position of various orops and narrating vaiious
bottlenecks in this regard. An appraisal of 1976 Farm Polioy is also
very fruitful. Inputs in agriculture have direot Bearing on produce
tivity, various problems in the context of availability of agrioultural
inputs have also been dealt in a satisfactory manner, Not only at-
present but in the past there has been a call for rural developments.
The suthor presents a good summary of various measures taken by
various governments in this connection and also makes certain valuable
suggestions. One however will find that there is a relative negleot of
the concept of agricultural planning and problems confronting it.

Then the author goes to industrial structure of Pakistan. Basie
informations about the four corners of industrial sector have been given
to the reader, such as 8 summary analysis of various industrial policies
followed in the past and the new trends in industrial development.
Current position of key industries has been analysed, proper
attention has also bsen devoted to the problems and progress of
nationalized industries. A pioture of mineral resources of the country
stating the ourrent position is also very helpful.

Then he passes on to review the planning experiences of Pakistan,
at first considering the strategy adopted for development during 60s,
which to him failed due to negleot of.social justice, negleet of human
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resouroes eto. Moreover, disoussing the development models he has done
8 good job. He eriticizes the work of the Planning Commission in
adopting Harrad-Domar grewth model, sinca it takes no acoount of
labour force. Further he makes a detailed study of planning procedures
of Pekistan, the objectives and machinery of planning., This has been
made more relevant by inoluding the Annual Development Plans, sinoe
70s, which present a good guide for understandiag the. strategy of
development after 70°s, ' . A

Pakistan a4 present is confronted with an intensified inflationary
pressure. Infaat, it is a sort of stagflasion, i.e. inflation ocoupled with
increasing unemploymea$. The next part deals with this specifie
problem and with monetary expansion, which holds direot relationship
with inflation and price hike, A good disoussion of various policies
adopted with oertain recommendation is worth-mentioning. He
believes ‘‘there is need to help develop consumer - resistance so that
& oheck is enforced against arbitrary inorease in prices.” Which no
doubt seems to be a workable solution the of problem combined with
other poliey measures,

Coming sowarda the international scene the author makes a review
of policiea followed in the past such as idduatrialization via impors
substitution. Then oertain other domesis policies for exports
promotion and various import policies are analysed while suggedting
measures for promoting exports. A obapter on barter trade is also
very useful. Another current eonasrn touched by him is the state of
energy conditions in Pakistan, He holds the opinion that use of
energy which is one of the indicators of development is not so
enqouraging in Pakistaa,

An analysis of taxstion straoture in a traditional maenner is also
beneficial to comprehend the state of affairsa in this sphere. The
problems of foreign aid and debt servioing, very crucial for a LDC like
Pokistan, have ably been dealt by the author by taking a look at the
various forms of foreign aid available to Pakistan, then debt servicing
ratio, review of ourrent foreign assistance both from muslim countries
sod other sources. In this regard the consideration of settlement of
Bangladesh debt is worth-mentioning. Pakistan at present has the
highest ratio of debt services to its foreign ohange earnings. The
author in this regard suggests certain measure like cutting down of
imports, enhanoing exports aad that the foreign aid should be turned
into grants,

|
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The distinguishing feature of book is & comprekensive look on
struotural reforms since independence, especially land reforms.

At ourrent there is a debate to bridge the gulf between developed
and underdeveloped countries j.e. third world. This third world is
making demand for a new International Economio order, Acoording to
the author this realizations among LDOs stems from the reasons *‘that
the teohnioal and material resources of the world are dispropor.
tionately distributed resulting in uneven growth, Then the would
market mechanism is being dominated by advanced ocountries, There
countries therefore set mp big monopoly enterprises exploiting less

developed oountries, Forther they impose tariff and noa-tariff

restriotions on goods from LDOs while these LDCs have to import goods
from these ocountries, Then the world financial institutions are also
under their control so they diotate their own terms and oconditions ia
advancing loans and aid to LDCs, which provide opportanities for them
to hold their economio control on Ldos.*’

This discussion of new world economio order has great relavanoce for
the oconditions prevailing in all the LDUs, and especially for Pakistan.
Pakistan being the leader of third world is the inherent protagonist of
this cause., Henoe this New International Eoonomio order entails
direct relationship with the economic struoture of Pakistan, The
author therefor realiziag this necessity has inoluded this in his book,
He ooncludes by saying :

“Unity is nurtured by mutual accommodation. It is born out of
the realization thae in its absenoe every one’s interest will inevitably
suffer,”

In short we can argue that Professor K.A, Sased has produced a
creditable stady of economic structure of Pakistan, which is an

‘excellent and fruitful addition to economio literature on Pakistan.

Bilal Abbas
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