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The Role of the Local Government in Community’s
Economic Development

DR. ABDUL HAFEEZ CHAUDHRY*

1. Introduction :

The story of the rural community’s planning failure in many
developing countries draws attention to the fact that in general the
treatment given to the rural community development problems in less
developed countries has not been appropriate and relevent to the
nature and structure of the rural economy. While there are many
factors which are responsible for the failure of the rural planning,
the following fundamental points need special consideration :

(1) ““the errors associated with the demands made by the govern-
ment for short term socio-economic and political solutions to
intrinsically long term problems. '

('.2) the errors driving from an overwhelming self confident belief
in the virtues of the European and American approach to
development in which progress is equated with urbanisation
and industrial growth.

(3) the mistake associated with a lack of knowledge concerning
the patterns of life in rural areas.” (Siddle.1978) 1

Short term solutions of development problems may provide
political answers by presuading an inexperienced electorate of the
activity and dynamism of their government, but they rarely gencrate
positive rural change leading to a vital and essentially rural pattern of
| life. Nor do they provide for the needs of an individual already
| ¢ engaged in changing his economic base from the predominently sub-
sistent to partically commercial,

The approach for community development has so for been
¥ towards engineering a view of economic development along lines
dominated and directed by an external culture say urbanisation.

*The author is Assistant Professor, Department, of Economics, Bahaud Din
Zakriya University, Multan.
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In other words the contribution of rural majority to the civilising
process has been an increased agricultural productivity and output,
the man‘érbeneﬁts of which accrue to the urban minority. Quite
clearly it is agricultural development and not rural development, which
urban system requires and most strategies of rural development reflect
this assumptlon and it has discouraged the exammatlon of rural
soclety astan identity in itw own right.

J'::’:Manjy sbc1al scientists havs worked hard to blur the distinction
between ggral and urban economic and social systems. .The view of
rural somety and rural economy as a system of interdependent relation-
s‘lgk? a d1st1nct1ve subset, within the urban system, is immediately
suggestlve,‘ i0f fmore appopriate approach to processes of rural develop-
meuét! andwchange (Williams, 1973)2

2 "wc&ﬁ‘ﬁ‘lﬁhlty Development :

u! ol Rﬁ [ E)

; 'ZComq;umty development embodies two major ideas. The first is
thatiof conséious acceleration of economic, technological and social
’d‘g,\’gibpment "The second, that of locality, refers to planned social
cha ge ‘ing 4" vlllage, town or city. It relates to projects that have
bv.lous local s1gmﬁcance and which can be initiated and carried out
byrlocal pe In general communities are units of action which
p‘pmbme {outsxde assistance with organized local self determination
and-efforfss

abivolt] hasrbeen realised now-a-days that to achieve economic goals
.MoTe quié’]?ly,a large numbezr of people, especially in the rural areas,
uha,_,p\to be,imoblhzed through the local government and other rural
*mshtutxonse <especially in the fields of rural reconstruction and mass
.edicationywand for the mobilization of local resources for social
N,s;glfg;,e and-cconomic development.

Arthur Dunhan (1960)3 tends to view community life and the
.capasity: for community integration and self direction. Four basic
elements ordinarily found are :

(i) A planned programme.
" (i) Encouragement of self-help.

(iii) Technical assistance, which may include, personal equipments
and supplies.
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(iv) Integrating various specialities for the help of the com-
munity.

One of the principal problems in using democratic methods in
community development is that the central government puts preasure
on village level workers through the local government and rural
institution to achieve national goals within a given time period. As a
result the village workers attempt to speed up the programme with
less democratic methods. When the programme is highly formalized
as in many Five Years Plans in the past, the focus tends to be upon
the programme rather than upon what is happening to the people
involved in the programme. The main emphasis is upon accomp-
lishing sets of activities in health, welfare, agriculture, industry,
recreation and community’s infrastructure. In this connection
community development may be said to be a method through which
national goals are to be achieved. The experience in developing
countries shows that community development programmes have been
recognised as a method designed to initiate a process of transforma-
tion in the social and economic life of the rural people.

Community development as a system is supposed to do three
things :

(i) Achieve unity of thinking and action between the official
agency, the people’s agency and the people ;

(i) transform the social and economic outlook of the people,
chiefly through rural organisation.

(7if) and conduct intensive area development based on a multi-
purpose approach. (Sanders-1964) 4.

In general community development will no doubt continue to be
regarded as the single most important method available to the
government for coordinating social and economic planning.

Furthermore, it must not be assumed that all community develop-
ment programmes are governmental in nature. In highly developed
countries, for example, the stress has been upon local initiative,
usually sponsored by private groups or organisations such as welfare
councils, chamber of commerce, people, civic clubs etc, with only
occasional assistaace from som: governmental agency. This com-
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munity «development is viewed as a method of carrying-out specific

projects, each worthy in its own Tright, rather than in part of some
detahed nat10na1 plan or programme,

In order to accelerate the community development programme
the-typeofsocial control employed will lying assumptions. In this
regard atdleast four types of functionaries ars required in community
»dEVelopmentrprogramme

) ,Flrst local leaders are essential if there is to be genuine

: fnvolvement of the people of the community. In a country

"like Pakistan where community development is tied in with

‘ e 1ocal government, these leaders may be public officials or
 elécted representative of the people or both.

t G, LT

s it u(lipeAcsecond type of functionaries is the community organizer
sntgni 7 30ften called the village level worker. He should’ be trained
=06 ¢ -gdrhuman relations skiils rather than any subject matter:field
Sy '?gﬂéh' as agriculture health and recreation.  The rural'worker
1s supposed to know to relate these fields to thie problem
’;A}avreas that local people ideatify.

f’m’i

PR Y
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(iify A third type of functionaries is the subject matter specialist,
for example, agriculturist, sanitarian, literary experts, and the
“like. Under community development the local people are
‘expected to prepare an over-all plan involving several of
“%hese fields, begianing with the profects for which they have
the greater enthusiasum and sufficientl means at their dis-

‘e niposal,

‘:"“ir

(iv)-The final type of functionaries is the person responsible for
-4 ¢+ - nlkeeping the administrative machinery of national programme
" . afiltrunning order. If all these functionaries become conscious
about their reponsibility the programme will enjoy a measure

of success.

3.° Locil Government Functions :

' Local government institutions which are important in a demo-
cratic society are broadly classified into twe categories-urban and

rural,
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In rural areas in Pakistan, there is three their structure of admini-
stration known as District Councils, Tehsil/Talga Councils and Union
Councils. The provincial government however, has the option to
drop the middle tier and have only a two tier system. (Rizvi-1980)3

The function and specific power in the field of rural community
development and local administration have been assigned to the
institutions of the local government in rural areas: as such they are
responsible for :

(a) Agricultural Production.

(5 Rural Industries,

(¢) Medical Relief.

(d) Maternity and Child Welfare.

(e) Establishment of social and physical infrastructure.

(f) Construction and maintenance cf Village road, streets and the
provision of sanitation drainage.

(g) Education.

They also look after the maintenance of village records and the
collection of land revenues. Furthermore they are competent to try
cases involving minor offences under the Pakistan penal code and
other special and local laws. Their powers of punishment are limited.

The aim of the local government is to bring about an integrated
development of rural areas, covering the social, cultural and econcmic
aspects of community life. This is sought to be achjeved through the
fullest development of available human and material resources on an
area basis and hereby raising the rural community to higher level of

living with the active participation and, as much as possible, on the
initiative of the people themselves.

4. The Organisation of the Rural Community :

In developing countries, economic growth is straining at the leash
of an iniquitous and outmoded social dispensation. For democratisa-
tion of the process of economic development, the willing participation
and involvement of the people is crucial for its success. Nothing less
than a thoroughgoing sccial, cultural and economic transformation of
the rural economy will meet the need of the situation. The obvious
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neédéiof thérhour in almost all spheres of econoniic activity is organi-
zatlf)’iil organization of planning to make the marriage of people’s
necyd;tiwnhﬁaVailable resources possible ; organisation of work to enable
aiﬁf’fl,l"ﬁutililbation of labour ; organisation of education to usher in
jﬁs‘ﬁfu’-t;iopal changes, and above all, organisation of masses to secure
th"éifr' fsarf?%ipation in economic effort and to ensure equtable distribu-
thI’l of the: frults of growth.

In this-regard there is a need to enable the rural people, through
effective organisation, to change their socio-economic environment in
a manner conducive to their socio-economic welfare and progress.
The traditional approach to rural development has mainly centred on
seeking to involve the whole community-the rural privilleged as well
as under-privileged-through governmental machinery rather than
being concerned with the development of voluntary independent, free
and-self-reliant organisations of the rural people, for effective partici-
paf{il‘l)fi in economic and social development.

The salient feature of the present rural scene in Pakistan is the
existence of elected representatives of local government, and many of
thel% are among the small elite who own the bulk of economic assests
n‘the area and consequently responsible for the rural development
and! omal Welfare in the form of enhanced capital value. As they are
electedrt: répresentative, they exercise all functions of social and
ecol}omlc Ieadershlp so that any resources invested in the area pass
directly or 1nd1rectly into their control. Therefore the basic and main
elen?ent of the new approach must aim at the creation of an organisa-
thI} df the' rural community, strong enough to protect their interests,
whfle ‘at ‘the sametime, stimulating economic growth and ensuring
full’ :partlclpatlon of the under-privileged of rural area in the benefits
of development

4.1 - Information and Education :

The rural institutions are and shall be engaged in Informing the
rura“l peopl‘é‘ about their opportunities and rights and educating them
to use’ their‘institutions to secure these rights and avail themselves of
these opportumues The scheme for the general promotion of literacy
and educat10nal level of both the members of the rural community as
also of the active leadership should be an essential component of the

L
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local government. However this component should be so structured
as to secure maximum impact in terms of creating awareness of
economic betterment potentials and the ways of [realising such
potentails through organized efforts.

4.2 Representation and Communications :

The need for this is obvious in view of the large scale failure of
the government project in the past to have a direct and beneficial
impact on the rural population. Communications, both to and from
government, must be definite and concret in their objectives, institu-
tions, and must also, if and when necessary, be capable of exercising
responsible pressure for furthering and protecting the interests of their
members. This, in turn, requires identification and united effort in
defining and overcoming such obstacles as have prevented, and
continue to prevent, the full involvement of the lower income groups
and their benefiting from the overall social and enconomic develop-
ment which is essential both in their and the national interest,
Responsible pressure is defined as representation, on behalf of the
members of the community, to secure legislative or executive action
directly influencing the well-being of the rural people. Among the
more important aspects of such action affecting the government policy
towards the rural community are :

(a) Agrarian reforms, and Tenancy Rights.
(b) Minimum wage for agricultural workers.

(c) Availability of inputs, credits and removal of exploitation by
money lenders, and middle men, and such other measures as
many be desirable for ensuring rural development with social
justice.

4.3 Participation in Development :

The extent of the success of the rural institutions in achieving
the aim of allowing undistorted information to reach the rural people
and in educating them to use such informations would determine how
far the rural people are able to use their institutions to benefit from
the opportunities available. The local government could assist the
rural community effectively by participation in the development
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‘a%t_’lvyjlzt‘tyﬁ,%%g‘ng others, in following ways :

datig) itkould act as a negotiator with the Central Government
‘ and other provincial agencies for the utilization of resources
and funds earmarked for development promotion, especw]ly

those which are committed exclusively to the benefit of the

s s ’!.” 11 al
a fu al people Since these resources are, at present, under-
J,‘}T’:: G’

iy utlhsed because of the difficulties put in the way of under-
e pr1v111ged rural groups, there is much to gain by the dévelop-
“en rhe"h't of rural institutions through which such résourcés could

?channehzed and properly utilised.
r‘:u’ I ﬁlav
()} Tgle 1nvolvement through local. government could be used as

bw LB ahmeans of full involvement of the rural commumty in _any
i g socral and economic development actlvuy so as to ensure
crrolhr the1¥1 due enjoyment of the benefits arrsmg Funds for such

“ actrvmes are usually available from government and also
f‘::‘. ﬁ%’m the nationalized Banks and specilised institutions. The
o 1 here is not always the availability of fesources only but

noiss v‘tw
& !: absorptlve capacity’ of the commumty
A9

seile(e): Innaddrtlon to advising and assisting in the use of an introduc-

tion of new techniques, fertilizers, seeds, etc. local govern-

meént can do much to encourage and assist in self-help

projects such as low-cost housing:and infrastructural develop-

mént. It can also and, where approprrate, assist in the

development of skills as well as the settmg up of small scale

(el A mﬂ”ustrles on cooperative basis. It can also provide market

*”'féﬁlit’iee for goods & services which are necessary for the
07 L community.

BAGELTE

In th1s way the local government can hope to become an mstru-

development needs of the rural community but can also deal effectiv-

e]y ”lﬂdwuh' the promotion of individual and subgroup economic

4
erﬁ'grts among the rural community.

ey L LN

4. ‘4“' ‘Résources and Social Planning :

Resourlces planmng isa general term for the process of laymg out
better programms for the de\elopment of natural resources but in
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almost all developing countries the planning are formulated from the
view of opportunistic, short run and expediting use of the available
resources on development programms (Meier 1956)8

Little efforts have been made so far for the preparation of
resources planning in our country. The local government agencies
can do this sort of planning at least in the rural ares in order to get a
clear picture of the domestic resources available at the disposal of the
Pakistan rural community.

Resources planning has not been fully centralized in any society
but is distributed among various departments responsible for agri-
culture, forestry, fisheries, mining, education, recreation, and regional
developmeet. After national plans become explicit, resources planning
still contains an assortment of specialized programmes initiated and
implemented by these functional units, as well as by cooperative and
private corporations and rural institutions such as local bodies.

In this regard a huge centralised information gatheriug operation
is required which will enable us to pinpoint the natural sources of raw
materials to be fed into the expanding agricultural and industrial
progress in the rural areas. On the basis of such information, work-
able plans can be built up of the projects undertaken by local
government planning agencies, working within the public sector, the
private sector, or some combination of both. Consequently the
projects in rural areas shall be selected and shaped according to the
resources and criteria set for welfare and economic growth.

Similarly a ‘social’ plan is designed to meet the needs of a society/
which means, ip many cases, an entire nation (Myrdal. 1959)7. All
decisions on priorities to be adopted cannot simply be based on
economic calculation. There are also political decisions based on
social values. The decisions embodied in a Plan are mace for political
reasons ; they also have long-term political effects. Thus the core of
social planning consists in a plan for balanced investment in Industry
and agriculture. National Plans must also allocate sufficient resources
for education, housing, health; social and physcial infrustructure and
other kinds of social investment in urban as well as in rural areas.
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5,,.,'ESQt':i,0‘-Eg:ggomic Development in Pakistan Since 1979 to 1983.

“Uithe ef'd: of Sth Five Year Plan, the Pakistan economic trends
shov@fhe restoration of viability in the domestic and external financial
resourdes, price stability and the attainment of high growth in all

fors; andé“a subslantial progress in education, health and other
sdéiéflf"se'fviék‘s’:v
i T‘ki" b'

,Hjhex[slamw .values are being reinforced, among the people,
through a campaign of social reconstruction and legislative reforms,
as ‘the spiritual and moral values of Islam provide the ultimate

objeetlves ofiithe government social and economic policies.
ﬂme /ziﬁ i

-,-,,‘I}'ﬁ'klstany,began in 1980 a three-year programme for the Islamiza-
tlo,ggggg,g;ts,ngcpnomy (1) and to make institutional arrangements for
compulsoryscollection of 2.59; Zakat. Now they have also introduced
59dedyr onragricultural produce called Usher. (2) Nationalized
bankswand icooperative societies were required to make interest-free
loans: (3) Banks:and Business changed from interest to profit sharing.
There: hias been an enthusiastic response from the public in this massive
exercise: (Survey)8

' T e 5th ‘Flve Year Plan (1978-83) has realized its physical pro-
ducfxfog am‘i growth targets. ‘“‘An average growth rate of 6.29 per
annulga durmg the plan period represents 909 achievements of the
plan targets Agrlcultural growth has converted large food deficit
1nto,s1ghpluse£§v For the first tim= agricultural sector as a whole has
en;‘llexgged as, j‘ r})et exporter. Industrial production targets were achieved
in most s1gn1ﬁcant fields giveing rise to sizeable surpluses in sugar and
introgenous “fertilizer. Major shortfall in the manufacturing sector
was.on account of the dealy in the completion schedule of Karachi
Stéé‘l‘"’MllI i 'Only partial production has become available with 5th
Fn‘;e Year Plan”9 Pakistan has attained a diversified base in Chemical

Steé] ’“§ome heavy engineering and machine and tool industries.
A i‘" S (RS

'-iRakistan has been very fortunate. It has raised, although to a
lessegextent,,.the relative contribution of manufacturing to GDP. It
was i5% in; 197910 and has reached 17.5% lin 1983, whereas the
average growth rate for manufacturing from 1975 to 1980 was 5.2%11,
Now it has reached up to 99 during the period of the 5th Five Year
Plan (1978-83),




The Role of the Local Government in Community’s... i1

Agriculture, as the major sector of the economy, is contributing
27.7% in the GDP at the average annual growth rate of 4,99 during
the plan.12

Rural development is an important part of national economic
policy. Three-forth of the country’s population is rural, scattered
over an area of 776,096 square kilometres in 45000 villages.13 The
present government has declared that “rural development programme
aims at increasing agricultural production, improving and enhancing
physical infrastructure, providing basic amenities and eradication of
mass proverty, by mobilizing the community to create better living
and working conditions in the rural areas through participatory
institutions”’14. This policy indicates that more emphasis has been
given to rural development during the present regime.

The economic history of Pakistan proves that a nember of rural
development programmes were introduced from time to time under
different names such as : Village Aid, Rural Works Programme, Basic
Democracies, Integrated Rural Development Programme and People’s
Works Programmes.

However during the first, to 4th Five Year Plans, the majority of
small farmers did not receive much benefit from thses programmes
and the impact on the rural life was quite marginal. In a wide sense
they failed to achicve the desired increase in agricultural productivity
and to develop the expected leadership, initiative and drivein the
people. Some of the reasons for the failure were :

(a) the temporary nature of the programme which could not
attract and retain the talented persons.

(b) selection of the personnel was unfortunately fairin the sense
that the technical persons were subordinated to non-technical

executives.

(¢) because of the rivalry between rural development institutions

and other nation building departments.

In 1979, the representative local institutions were introduced in
the country to coordinate and implement the new rural development
programmes in order to mobilize the local resources and improve the

rural economy.
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The ultlmate objective of the economic policy is to improve the
standaréd of’ 11vmg and quality of life in the country. Unfortunately
in the past Pakistan has never experienced a smooth economic growth
with, the exception of few years between 1958-and 1968 because of
political and social instability since independence.

Tihe“ecc‘momy of Pakistan, starting with a weak base in 1977-78,
has 'efnerged in a stable and strong complean in the period of 5th
Flve Year Plan (1978 83). Itisso because the present government has
mamtamed a development-orlented policy while recognising the role

Ladl Ml
and 1mportance of the private sector. Furthermore it has provided

AT .
better opportumtles for cap1tal investment and has adopted a liberal
1mport pohcy for'capital goods and has maintained a consistent policy
of gradually adjusting wages and salaries in line with the impact of

changes(in prices.

In th1s regard the local government institutions have contributed
pralseworthy achlevements in the following sectors, as shown in the
table glven below

, ‘,Jl%u_raliDevelopment—Physical Targets/Achievements15

Ttems ' Units 1978-83 Estimated

L Plan Target Achievements
Rural Roads Miles 42020 39878
Water Supply Population 36%, 30%

; Covered

Sanitation -do- 3.5% 1.79%
Rural Health -do- 1009 N.A.
Primary ‘Schools No 10598 ~N.A.

Sourté : Planning Commission Govt, of Pakistan Islamabad
6. Conclusnon/Suggestlons.

At the end I have to mention that the local government institutions
have helped to provide significant employment opportunities for the
zural-population and have helped in mobilizing additional financial
and'manpower resources for the implementation of local projects. It
has also made possible the association of large segments of the rural
population with the development eflort.
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In order to deal with the crucial and structural ‘problems of our
economy there is a need to bring about the following changes :

(a) The transformation of an impoverished rural economy into
viable production sector capable of meeting the food and

basic material needs of society.
(b) The transformation of the rural economy into a diversified
economic system with labour-intensive agro-based industries

in rural areas.

(c) The creation of a social system founded on the principles of
equality and Islamic social justica.

(d) The development of decentralised planning system that is
close to the people and based on their needs and require-
ments.
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Political economy of Pablic Organizations in a
Developing Country : A Ca se Study of Pakistan

DR. KARAMET ALI*

Economic development has been of primary concern to all the
nations. Developing countries are making efforts to accelerate their
rate of economic growth for achieving this objective. Organizations
whether private or public play very effective and important role in
this respect. ‘‘Private as well as public organizations are the instru-
ments through which a community attains its social objectives, such
as higher standard of living and their internal structure corresponds
to the executive segment of a political system. Persisting organiza-
tions, therefore, are analytically part of the complex of political
institutions,”’1

But public organizations are different from private organizations
in many respects. “The major features distinguishing public and
private organizations are found in basic differences in the political
bases of organizations and their mechanism of economic resource
procurement.”’2

Public organization in developing countries are the instruments of
carrying out public policies. Implementation of economic policies is
the sole objective of many such public organizations. These
organizations are the product of different economic policies form-
ulated by different governments for economic development of a
country. Politico-economic process is the base of these organizations.

1. Talcott Parsons, Structure and Press in Modern Societies.
Glencol: Free Press, 1960, pp. 41-44 as quoted by Peter M. Blau,
Exchange and Power in Social Life, U. S. A.: Jobn Wiley & Sons, Inc.,
1964, p. 279.
2. Gray L. Wamsley and Mayer N. Zald, The Political Economy of Tublic
Organixations, U.S.A. : D.C. Heath & Company, 1973, p. 6.
* The author is at present Assistant Professor Department, of Economics,
Bahaud Din University, Multan.
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The aim of the paper is to show that how in Pakistan during
1947 to 1974, such organizations emerged because of the political and
economic cons1derat10ns of the ruling governments during this period.
Public ’orgamzatlons will be analytically analzed in the perspective
that thése o(lrgamzanons are caugit up in the problems which are faced
by these nations due to their social-political-economic sturcture and
internationél politicaleconomic relations. It i3 important to study
orgamzatlons in this perspective because it is in the environment of
,orgamzath,gs that the major source of change is to be found, especi-
allyin pub_ll{f) agencies. And it is environments that play a leading
1olgjin thef changes that take public organizations from the realm of
Aplamd outme to crisis and controversy. To ignore the dynamics of
agency; envlrtonment relatjons is to reduce the quest for theory analyms
of ad"mmlstratlve (or in the case of Simon, management) techniques,
P or o an e)f%mmatlon of organizations as closed systems.’’3

s ;;-[Ra]kxst_‘z:;n,gt(the time of its independence, i.e., August, 14, 1947,
hadino ind‘ustrial base, Most of the industry, at the time of in-
dependence went to the share of India. ““The total number of
factorles ¢Slinfed at the time were 921, emplying I, 137, 150 persons
:dall)mh?Out ‘Hof ' these only 34 (that is less than 4 percent). with a total

E’i’iall)g»’empl‘&rement of 26,400 persons, came to Pakistan. Considering
“th @O’perceni of the total population of the subcontinent (according
to ’1‘941 census) lived in Pakistan areas, this was a meagre share,
Morever the industries in Paklstan were of a comparatively small size
érf" rnet véty simple needs.”

a "\
lar 2 ie] ! i3

e [Rapldi'development of modern industrial sector has been adopted
.as;a}po'hcyggfor economic development in Pakistan. The basic as-
sumption‘nnderlymg this policy is that the economy a developing
country, gg‘n,sls.ts of two sectors— —-——a modern sector and a subsis-
tence.sector.. In the latter, there exists a massive surplus of labour
with its marginal productivity nearly zero. Therefore, it is possible
for mdustrlal sector to develop by attracting surplus labour from the
silbdisténce sector at low wages. As wages are low and profits are

‘ hlgh _morg. reinvestable funds are created leading to industrial
expansmn W1th increase in employment opportunities for the surplus

2 JB"ci(GraylL Wamsley and Mayer N. Zald, op. cit., pp. 14-15.
4, Mlmstry of Information & Broadcasting, Government of Pakistan Twenty
Years of Pakistan : 1947-67, Pakistan Publication. 1967, p. 183,
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labour and national income. - This process is considered continuing
until the surplus labour in subsistence scctor is absorbed by the
modern sector and self-sustaining process of economic development
is initiated. This view has been the basis of development policies in
Pakistan. Although Pakistan’s economy was basically agricuyltural
and 80 percent of the population lived in rural areas, industrial deve-
lopment was considered the basic strategy for economic development
of the country. So many public organizations emerged for stimulat-
ing the process of industrialization.

The other important policy of the government has been to
encourage frez enterprise through all typzs of incentives concessions
and assistence. In his foreward to the Third Five Year Plan, prcsid-
ent Ayut made reference to the principles of economic policy of his
governmennt.

“Qur approach to economic planning has been pragmatic all
along. It has been the constant eadeavour of the government to
mobolise the creative enzrgies of the nation and all possible incentives
for the stimulation of private initiative. The government has limited
its own role to providing a suitable framework for the private sector
and to the creation of those facilities which the private sector had
neither the ability nor the willinganess to develop. There have been
on grand experiments in nationalization, no fancy slogans about
socialism, no undue intervention in the private sector.””s

Pakistan’s dependence on foreiga assistence in terms of loans,
technical assistance and aid, like other developing countries, has been
enourmous and increased over the period of time under consideration.
This is an important aspect to be considered while studying develop-
mental organizations developing countries because most of these
organizations are linked to foreign assistancz in one way or the other.
Some of these organizations are financed by foreign aid, while others
headed or advised by foreign experts. There are two implications
of such assistance, important for organizations. One is the political
strings attached to the assistance and the other is that most of the
foreign advisers and experts are unaware of the social, political and
economic structure of these countries and try to implement programs

5. Planning Commission,Government of i’akgta;],The,ﬁrdEve Year Plan ;

1965-70. Pakistan ; Government Press, May 1965, p. iv,
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assuiiing:’ thit the conditions are same as in advanced industrialized
countfies. - Eoreign assistance has been considered very essential by
the g‘d“v’c"r’nnféhts‘ for economic development of a country.

TSN Y
Thqlefge Vyg;eﬁ the main underlying policies of the governments
durlng%,l94g 70 and for pursuing these policies, a number of

orgamzatlon%were set up. Development Board (1948), an Industrial

De"e.l%’,f,’}e% Finance Corporation, an Industrial Investment and

Credit Corporation (1949), Industrial Development Corporation, a

Directorate of Cottage and Small Industries, and a Refugee Rehabilit-

atiomFinante @orporation (all in 1952) are some of such organiza-

tlons‘:m"As fhefmllltary came in power in 1958, some these organiza-
, tions; Wete réfofmulated and also many new emerged. Pakistan

Indust'r'lal levelopment Finance Corporation was converted into 3

Industual Dévelopmeut Bank of Pakistan (1961) and new organiza-

tions; likeyfnv}g:stment Advisory Centre of Pakistan (1963), National

Invegmgpt@ar!ust (1962), Pakistan Investment Corporation (1966),

Were . .established.6 With the government in power headed by

Zulﬁwar, Ah’fﬂhutto of the Pakistan’s people party, which claumed to

be a so&”ghst,xgarty, some of these organizations were abolished, some

reformullate‘é&ind‘new organizations as Board of Industrial Manage-

ment: ga972) emerged

Nowtbefore studylng some of these organizations in detail, it is
irnpbrtant to' briefly discuss the political, administrative and social
structire of” the country which will be essential and useful to underst-
and: tﬁ"eforgamzatlons in the perspective as stated in the beginning of

the p’a'p“er
R0 'ﬂn

Tihe.. pohtlcal scene of the country has been dominated by
land{ords, bureaucrats who joined politics or got political ‘positions
thoi’xghrone«yay- or ther. Mr, Chulam Muhammad who was in Indian X
Flnanceh‘Servgce ;became Governor General of Pakistan in 195,
Khayi; a-Nazmmddm and Malik Feroze Khan Noon who were Prime
Mmlster3 for,tSame turny durnig 1954-8, Same from Landed anistocey.
Iskindar Mirza who was Governor General and then president in 1956
was also a bureauerat. Similarly Ghauhdhri Muhammad Ali who was
PrimeMinster in 1955 was from Indian Finance Service, Muhammad

6. . Source.of Information : Ministry of Information & Broadcasting. op.
cit , p. 185, '




Political economy of Public Organizations in a Developing Country 19

Ayub Khan who was in power from 1958-1969 and Mr. Yayha Khan
who was in power from 1969-72 were from the army. In the peoplis
party Government although there were people from middle class but
still the dominating groupw is of landlords, bureaucrats and industri-
alists. Whatever the form of government and constitution, the
Cabinet members, members of National and Provincial Assemblies
and people holding key offices in political parties have been from the
classes mentioned alove.

A number of people can be mentioned who werc in bureaucracy
but gained polined position during the period under discussion.
This trend is a good indication of powerful and influential bureaucr-
acy in the country.

The entire administrative structure and statecraft was inherited
from Britishers. Ambition to rule the country, luxurious life, greed,
pride and corruption,are generally the characteristics of public servants
in the developing Courts is, though they are supposed to carry out
the policies of government for the welfare of the people. And may
of the public servents in Pakistan was no exceppion to it.

Social structure of the country is dominated by fuedal, traditions
and values. Contentment, alienation and social apathy are prevailing
in all sections of population which are the product of poliiico-
economic structure of the country. Landless peasants, unemployed
laboures, frustrated students and corrupt bureaucrats can be sech
everywhere in the country. Concentration of power, lack of initiative
and indifference to economic incentives are the land mark of people
working in public organizations.

These are the factors which make bureaucary in developing
eountries different from that in Western societies and as bureaucracy
is the base of such organizations, the operational differences of public
organization in developed and developing countries are obvious.
Prethuse has rightly stated that ““while the structural components of
bureaucracy are often similar in each milieu, the behavioral manifest-
ations are often quite different Particularly, one tends to overlook the
extent to which the manifest goals of bureaucracies, in under-
developed countries are challanged by their welfare imperatives.
Perhaps useful index for differentiating western and non-western
bureaycracies is the relative balance between Weberian claims
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for sklllil impfar‘t'iality, predictability -and the achievement of the
E2 A L Y . .

organizitionsiformal objectives and welfare claims.that stress cooper-

ationwﬁfullempiby‘efuent*and fringe benefits...The western bureaucratic

modelwiwlth its, structural and behavioral elements of efficiency, -

ratlona’hfryg andﬂcontrol rests upon certain normative assumptions
abou,&zg(rgle man and motivation. When such values are absent or
when%g;%’ 'yo,are sharply challanged by the -objective - of “welfare
bureaucracy 5% the merely existence of highly-bureaucratized organiz-
ations;.as oftenseen in traditional society, tells us little about their
operatxonal*cop’%quences Where social do not assign a high'priority
to ob;ectxwty'&:roductlvny and economic assign a high priority to
obj ec“fmty,‘prod uctivity and economic gain, the manifest structure ot

bureaucracy: lS of little relevance as a guide either to its real goals.”’?

as
Px"c?)r gietalled study, Pakistan Industrial Development Corporatlon

(PIDE)rwill be one of the most suitable organizations. The PIDC

was es%a”bhshed N 1952 ““with the object of promoting mdustnal"E
enterprlse‘whx*’h pnvate industrialist were either unable or unwilling "’

to & i h this view fiften industries were named in the schedulé
of P ID C Aét of'1950. The corporation was meant ‘to supplément’
and notiito rcplace‘ private ‘enterprise its emphasis was “not on
ownershlp butapromotlon .The corporatioa begins by carrying out a
prellmmary survey for which a revolving credit is available. -~Efforts
are madento Lssocnate private capital from the beginning,-failing-
whlch”the ;pggject is pressed on nevertheless. After it is completed,
eﬁ'orts,ag,e‘rewewed to attract private capital or sell it out, If again
there,hlismno success it is converted into a joint stock company and its
share placed on the market with the corporation as managlng agents.
The P I fD C was set up with an authorised capital of Rs. 10 million
(3 l«mlihon) Jgnl"'half of which was subscribed by govérnment. All
the ﬁ‘n"éln'é'es"'for projects undertaken come from dnnual budgetery
gran?’fd OF the*central ; from foraign aids and loans; and from
workifigitapitflobtained from private banks on normal ‘commercial
termg?’8"/ L

The organization al structure of P 1 D C was based on principle

7. "Robert"V. Perthus, ‘“Weberian Vs Welfare Bureaucracy in Traditional
.Sotiety: ' Administrative Science Quarterly, Vol. 6, No. 1, June 1961, pp.

8, .Ministry of. Information and Broadcasting, op. cit., pp. 187-188,
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of centralized authority. P I D C was an orgainization liked with
the central government and no relation with the provincial govern-
ments as far decision and policy making was concerned, Chairman
of PID C was the central figure with centralized authority of
decision making and the only man responsible for operations of the
organization and answerable to the central Ministry of Industries.
The first result of this centralisation was that all the decisions even
. for simple affairs were to be made by chairman. Morever as it was a
central government organization, its decision were irrespective to the
provincial conditions and decisions of those governments. East
Pakistan province was a thousands mile away from west Pakistan
province where the central office of P 1 D C and other .offices of
central government were located. After 10 years of this structure
with all its problems and difficulties, it was decided in 1962 that
P ID C should be provincialized and put under the control of pro-
vincial governments”. Thus in 1962, P I D C became as East Pakistan
Industrial Development "Corporation and West Pakistan Industrial
Development Corporation. This change in the structure of the
organization did not only emerge because of administrative problems
but also because of political factors. Provincial out onomy which
. was the political demand of people from East Pakistan and less
centralization were the main factors responsible for this change,
The objectives of the organizations remained the same but the
finances for the projects undertaken by the organization were now the
responsibility of provincial governments instents instead of central
government. People of East Pakistan were of the opinion that al-
though it is a centrally financed organization in which they contribute
the share, but West Pakistan gets more than its contributs in terms of
the projects being launched and in decision making process by the
organization. It is a dilemma of centralization and autonomy which
such national development organization face in developing countries.
It will come again and again as other organizations are discussed.

The other dilemma is a ‘““Mixed-economy dilemma”. On one
hand, governments in developing countries want private enterprise
to progress but on other hand the government has to initiate industri-
al projects and promote free enterprise by various policies. This is
the dilemma which P I D C faced as an organization with double and
conflicting objectives.. Although P I D C encouraged private sector
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> butﬁltéwasunot‘lpos&ble for the organization to make public sector
i stro‘ﬁg!xsandiiaselfsustalnmg in the process of industrialization in-the
¢ COTMEE Ly 5Buts this policy did not help in developing a pnblic sector.
Mo st}ofﬁthepytlme industries were established and handed over to

‘ to‘qp""'vateg gneterprlse The efficiency of P I D C was affected because
'rongonefhand*pcople working for P I D C as managers of such in-
dustnesh had ~no incentive to run them efficiently as they were to be
tak"é“nsoverlgbyf privated seector in this case. On other hand all indus-

' trles swhi¢hv did not make reasonable profits were never taken over by
erateusector»aﬁd P 1D Chastorun them. SoPID C because of

: th"r*?‘i yollcy*' of": promotmg private investment became an inefficient

' orgamzatlon

B ;)U'Ut PRI O

i mhe othemmportant consequence of this policy was link - between
.r,‘«bﬁ‘r”auuratsj‘and industrialists, because of the policy of P I D C, which
leadﬁto;corruptlon of pureaucrats and undue advantages made by
o mdustnahsts;, Some of the industrial units initiated and owned by
i *Pﬂ;D}C were intentionally run inefficiently by the managers and
"PO]HE G so]: these on very low prices to private entrepreneurs who
ar had%ﬂlnks‘ With:- these managers and kaew about it. Afterwards these
nagcrs remgned from P1DC jobs and Jomed those private
ompames runmng those units. Most of the time a share of the
- dlﬁ'erence “between the actual value of the unit and the value at which
it Wﬁ'sfboug%t‘by the entrepreneur went to the pockets of the high
'r'émliiﬁ@ péOple in P I D C as a reward for their favour. These links
© wefé n6t usgbd in P I D C operations but also in other forms when the
: bureaucratsﬁworklng in PID C were transfered 'to other organizat-
1ons§?’dépaﬁ“ﬁ‘1ents or divisions. Politieal influence of industrijalists as
Wél'jl‘?’:*é‘/‘sﬂb'ulf;ééucr'ats became tremendous in Governments during this
period. s W
R e e
L Hence;fhere is evidence that an organisation was not working

1neﬂ"1c1ently Jjust because of its organizational structure, but also

because of the policy of the government. Political factors did bring
-a change in the structure of organization and objective of the

organization also influenced the political structure of the country by

linking industrialists and bureaucrats which were the strongest class
. when.Peoples laws government took power in 1972. It is important
. to koop, this link in mind because it leads to another dilemma.

1
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As new government came in power, P T D C was abolished
because it bad no role to play according to the policies of this govern-
ment. That government claims to be a socialist government and
before coming in power the party had promised to the people the
introductur socialiatic economic aystem. Islam, socialism and
democracy were the threz basic priaciples of the party’s manifesto.
Nationalization of key industry was oae of the basic solution put
forward by the party for improving the economic situation of the
country. So under this new policy proposad by the government,
there was no need of PIDC and P I D C banished not because of its
structure and efficiency only but also because of political and policy

change.

The peoples party government established ‘‘Board of Industrial
Management” (BIM) in 1572 for carrying out its policy of nationa-
lizing industry. Government took over the management of 3I
industrial units. It is important to understand that it is not nation-
alization of industries but change of management from private
enterprise to government appointed pzople. Industrial units produc-
ing steel, light engineering, automobile, machine tools, petroleum
refining and products, fertilizers, chemicals, cement and vegetable
oil were taken over. The total paid up capital total to Rs 82 crores
8.2 million). The aggregate employement in 51 operating units is
around 48,000.°

Centralization of authority and decision making was the basic
principle of this organization and it was a common feature for all
public organizations in Pakistan. Board has a chairman in ths person
of the Minister of Industries and production. It also had a vice
chairman in the person of the Spscial Assistant to the prime Minister
on Economic Affairs. All the ten chairmen of corporations sat in the
meetings of the Board, but only three of them were the members of
the Board who were appointed as such. Minister of Industries and
production was also the head of Ministry of Industries and produc-
tion. He was also a member of the National Economic Council
which supreme decision making body in the economic spheie presided
by the Prime Minister of the country.

9. Source of Information : Pakistan Economist, June 7, 1975, p. 5.
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A’WiEach“Ycorporatxon consisted of all the industrial units producing
-11'331mxlar good ‘»Bach industrial* unit was headed by the Managin
lee“(:‘for and had different departments as accounts section, sales
department ‘purchase department and labour office; each headed by

o sacc%‘ﬁ‘n‘taqtl sales officer, purchase officer and labour officer respectlvely
1 Xﬂm,
rmmhenggwas no decentralization and authority was not delegated

' tbif'he)"per*sons «qualified to handle a given problem. -That is .the
dllemma tbetween centralization -and aut onomy in large organizat-
1onsmThefautonomy required for effective operations in the major
raise mentsj;i 6fyan-organization and the centralized direction requlred for
ective cgordination of the various segments often coms into, conflict,
and manyg«practlces instituted to further one imped the other. The
innprg otypeglshthe pperennial conflict between professional and . adminis-
-5 rrtratlve.requxrements in bureauracies with professional personnel.”’10
'y B,w} Mns‘atygood .example of this dllemma and COI‘lﬂlCt Any . depart-

‘dutﬁf’o the chairman of the corporation: and the chalrman of
vtﬁexcorporatlon seeked decision from the chairman of the B IM who
;waJs“aMlmster of Industries and production and also headed Mmlstry
dofwlndustnes and production. So bureaucrats in the Ministry. played
g mgflrole rin all the de01s1ons of BI M. Here comes the conflict

mpo»xéyg lehe.strong hnk between industrialists and bureaucrats Wthh
emerged as‘ithe policy of the governments before 1972 was . the ,most
Un1mportant€iﬂ'factor in this respect. Now on one hand industrialists
1d*notllm'étmpulate the economic and political situation of. the
ilﬂéoﬁ%ﬁ’y' aﬁdother hand bureaucrats were not enjoying the: privileges
wandlluxl.mes&pxowded to them by private entrepreneurs.

Not only that bureaucrats disagreed with the pohcy of ‘taking

10.2 Pete_t(M..Blau, op. cit., pp. 319-320
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over industrial units by governmeént but also did not like that techno-
crates and professionals well the heads of industrial units and
corporations. In the last 25 years, they were the most powerful and
influential element in the country. Technocrats and professional
have been working under these generalist civil servants during this
period which they never liked. The confiict between technocrats,
professionals and bureaucrats has prevailed during all this time and
had taken its worst shape in the peoples party government.

Because of administrative hurdles created by this organizational
structure, ‘- industrial units are running inefficiently and private
entrepreneurs are arguing that nationalization is an inefficient way
of progressing and accelerating economic development.

There exists unhealthy competition between private sector and
public sector on one had and between generalists civil servants and
sechnocrates on other hand, Technocrates are getting frustrated
because of administrative intricacies and bureaucrats are using this as
an indication of their non-capabilities. Industrial units are surviving
because there is no competition and corporations have monopoly in
producing goods and fixing prices. Who is paying the price for all
this? Public in terms of having lower standard of living as prices are
increasing and the quality of the goods is deterving.

B 1 M is a good example of monolithic, centralized, monopolistic
organization facing problems not only due to its structure but also
because of the policies being persued and political-adminis:rative
structure of the country in general. The main contradiction arising
out of the half-hearted and novel type of nationalization keeping

all the other structure same.

As industrialization was considered the essential and basic policy
for developing economy of a country, all types of facilities and
incentives were provided. Financial and advisory instutions were
established by the government for persuing the policy. Pakistan
Industrial Finance Corporation which was established in 1949 was
abolished in 1957 because of its inefficient performance and a new
organization called Pakistan Industrial Credit and Investment Cor-
poration (P 1 C1C) was established. Later Industrial Development
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.,;uBﬁi‘ikgof"{Pakistan (I D E P) was established in 1961.11

L sty
q‘heg‘é aré two pubhc orgamzatlons for providing financial assis-

vy o J i
tanc1e to thc pr1vate sector for the establishment of industrial units

/H ?2?1 the1r extenslon They provide medium term and long-term
R11’0;,_23.115‘,‘ in local and foreign currancy with a view to acceleratmg the

i ,,,tem_po ofnmdustnal development. They overlap in their objectives
bitP 1 G {I,C.is, considered a public limited company with foreign
and: domestxc private investors and with some government represntation

i onhtsiwboard of directors. One of the problem of public organjzations
i devefopmg, country is their overlapping functions and objectives

Iy .W1th .mmor, differences.

Mlxed-ecéhb'my dilemma comes again because there are com-
merclal banks for providing the financial assistance to industry.
Unhealthy Eompetition existed between commercial banks and such

o ’pubhc Srgamzatlons providing the same type of facility except with
*’é”&?’l’é A dlﬁ%'rences Commercial banks with short term liabilities are
8 l%ﬁ’s??ppoﬁ‘ed to be involved in long term commitments, Moreover,
i s?notgjust a'matter of lending money but also quite often particip-
ih é’f n‘im«*the ownership of industry. Industrial banks or financial
He mstltutfdﬁ's ‘Have to play a part in providing equity also. There has
been"alwa’y's“‘a ‘confusion about the demarcation of activities between
ID BP and PIC1IC on one hand and role of these institutions and
commerce,banks on other.

'u"n 51 R

-~ WRecafiée of political reasons the Head office of ID BP was
"/i,r,ﬁfzi‘eia"t’x"lé?h Kharchi (West Pakistan) to Dacca (East Pakistan) in
e : ~er “thie separation of East Pakistan, Head office was reest-
Karach1 1971. 1Industrial Development Bank of Pakistan
‘ ‘example of linking professionals with private entrepre-
nﬁe%{asit nd‘ 1mpllcatlons of such a link. Loans were sanctioned for
the pro_]egts,,not on the feasiability of the project but on the basis of
_urp/iahonshxpe ketween the Management of the bank and the
M, Jentrepreneur There has been no effective procedure of evaluating
s Projects; forﬁwhlch money was sanctioned. Commerce banks have

,’;beenjoﬁ'ermg,,h;gh salaries, better facilities and rapid promotions

Wip

T s X O; Ev

Source of Information : Ministry of Information & Eroadcasting, op.
cit p. 176.

tagqdl
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which attracted most of the people with good managerail capabilities
working in 1 D B P. Because of lack of objective criterian for
sanctioning loans and evaluating projects arterwards. it has been
difficult to recover loans. 1D B P became an inefficient financial
institution not only because of organizational deficiencies but also
because of the policies persued and politico-socio-economic structure
of the country.

In 1974 peoples party government forth over the management of
commerce banks which. All banks were nationalized and the distinc-
tion between I D B P and other commerce banks as far management
was concerned ended because of change in the policy of government.
Theroleof I D B P as providing financial assistance to private
entrepreneurs is dubious because of litter investment activities took
place in private sector during 1972-77.

Taking over management of industries and uncertainitv about the
new policies of nationalizing private sector by ths government made
private entrepreneurs reluctant for new investments. Similarly the
role of PICIC is not clear under the new pattern of economic
system. PICI Cand I D B P with their former objectives had no
role to play because of change in policies of the government.

Myth about the lack of management in developing countries as
an obstacle to industrialization and economic growth is common in
these countries. Government of Pakistan established an Investment
Advisory Contre of Pakistan (I AC P) in 1963 for coping with this
problem. I A C P was established as an independent non-profit
organization to render advice, to both public and private sectors, in
investment, planning and management. In 1962 the government of
Pakistan started negotiating with U S A ID for help in this respect.
The dilemma of such an organization was that all the professionals
required were foreigners and for a long time centre was just a training
centre for Pakistanis working with these experts. Only government
financial institutions benefitted from the centre. In 1965, organiz-
ation started charging from private sector and became a profit orga-
nization.12 The role of I A C P in present time is an advisory to the

12. Source of Information : Pakistan Economist, August 15, 1975, p. 16,
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,D,government1mst1tut10ns which may.have financial advisor as a part
,,,ro%he,g,‘orgamzatlon It looks like that I A C P is turning into a
yresearc‘h;, centre. conducting research on investment potentialities and

{qums1ng,£0relgn governments, Again changes in policies have made
Uﬂlﬁnwadv,fsb‘ryltorganlzatlon to play a different role from for what it was
" *;%'ﬁ‘fia’bn‘s'hed

Alt hough agricultural development was not given due attention

-l;zn %:Eft; e?%.rher years, some organizations were established for this pur-
na:pnqsg? _”;qecause 80 percent population lived in rural areas, landlords
' ‘a3 avere arggmmant force in politics and country was primarily agricul-

tural gt was, naot possible for any government to neglect agriculture
mf‘spc(tpr ?:)mpletely The matter was only of perfering industrial
development over agricultural development. The main feature of
agnculture in Pakistan is few number of big, absentee landlords and
a;large fiumber of small peasants, landless tenants and agricultural
lz%ﬁf’eisp’ “Landlords were always interested in maintaining status
quo an‘éwhe development of rural areas although beneficial to them
’vz)nom%cally was against their political dominance and feudal rule.

‘*‘they w?"re willing to sacrifice the economic benefits for their influence

R p‘f’;e"stige As they were not interested in any type of rural
development‘ so inspite of being predominant in political sphere, they
~never pressed for policies leading to agricultural development or

& aﬁéﬁ‘n'st Policies discriminating agriculture and pref ering industry. It
v ""’ﬁhportantlto understand this fuedalistic attitude which is contrary
i 5% proﬁt’" maximization. So any type of organization except which
elitljgi ddlyﬁ'f)‘eneﬁcml for big land lords could not be established in rural
~0areas oﬁfthls country. The main organizations which were established
it were orgamzatlons giving financial assistance to these big land lords
o 1and pro%"xdlng other facilities which were beneficial to them. In 1952
"eﬁ?'* A*g‘?ﬁcultural Development Finance Corporation was established.
< I%W9571qurlcultural Bank of Pakistan was estabiished, Later, it
sbe Wéfsyreaf‘%ed ‘that these two financial institutions have overlapping
“‘3" bJectlves ¢'Soin 1961 the two organizations were converted into
‘“%grlculf“re Development Bank of Pakistan. The Agriculture Develop-

“4ffent Bnk of Pakistan (A DBP) advances short-term medjum

v’i’tern'j an‘c’i long-term loans for raising crops, marketing of crops,

Pgrghase~of agriculture implements and machinery and forvarious other
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developments in agriculture.13 Another organization established was
Agriculture Development Corporation(A D C), for providing fertilized,
improved seeds and expert advice on agricultural improvements.

Although organisations were established for agricultural develop-
ment in general and for all thz p:ople, but because of socio-economic
structure of the country, only big land lords, which is 5 percent of

ural population, benefitted from these organizations. 80 percent

small peasants, landless tenants and agriculture labourers has little to
gain from these organizations becauss they did not have land to
improve it or get financial assistance by showing their land ownership.
Loans by banks are always granted against some property to cover
the risk.

Thes: organizations became a link between big landlords and
bureaucrats. Bureaucrats werc influenced by these landlords and got
‘benefits from them in regards to all public policy matters. Agricul-
ture reforms and other efforts to improve the lot of poor rural people
have always been frustrated because of this strong link. Burcaucrats
who are supposed to carry out these policies are the allies of the class
which is strangly against the improvement of the condition of poor
people. Whatever good policies government may make, such as land
reforms, without change in socio-economic structure, no policies will
be carried out in its spirits and no organization will be able to fulfill

its objectives in real sense.

One of the most fascinating experiment for rural development
political and social institutions was carried out by the government in
1962. Basic Democracies and associated scheme, i.e., Rural Works
programme were devised to build into the administrative system, a
decentralized, local admintstration which should be sensitive and
responsive to public welfare. Basic democrats were from the local
areas and were supposed to carry out normal development works on
the basis of cooperation and local situation. Rural works programme
was initiated to utilize the idle labour force and to inject capital into
rural economy.

13. Source of Informatioa ;: Ministry of Insormation and Broodcasting op.

cit., p. 368,
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akhe programmes were basically decentralized and were carried out
by the:people of the area under the leadership of *“Basic Democrat”.
So'the. prg,b‘ilgmu of centralization and not understanding the local
sittation and needs was soived. The only outsider in the programm
was ‘“‘@eneral Secretary” of the Union Council. But the fate of these
’Orgain’i‘z‘atit)fﬁSI weére not different from the other because of the social, !
polifital afiti#economic structure of the country. Most of the ‘“Basic
Democratsi” twere either big landlords themselves or their allies which |
were’Xﬂb’t‘iriféiested in any type of change. General Sscretary was Jjust
trying'to ffﬁfiintain an office in order to keep his job. He did not want *
to'm8b0lige'the’ general people of rural areas because he was afraid
of 4t?ﬁé"'“~"‘Béi§i”c Democrats” who were opposed to such movement. The
only. way o‘;ut for him was to fill in the files for making his superiors »
happy: who- were also an ally of big landlords and conflict with
«“Bagit" Défivcrats”. He did not know local people and area condit-

S 1 T . .
ions! Sy link was with “Basic Democrats’”.
g .{11'1‘ .

.ﬁ;ﬁibtl}‘:e}hﬁhiilar organization which was established in rural areas
bx.;f},m”;gfgox{é,if’n_lﬁent was Village Agricultural Industrial Development
wenio@ 1
(‘V‘-A‘Ié!;]_?,) -g‘g‘;hi:ch ‘met the same fate as any other organization in
de,i“ié;]‘,gging";gountry and was abolished by the military government.

Hzg“ »i . .
,l’rlxle government which assumed power in 1971 abolished “Basic

Vit

Democraciés’ aid initiated on the national level an ““Integrated Rural

Déve‘l‘opmeﬁnt programm (IRDP).” While launching IR D P on Juiy

1, 1;5){{7%2(,}%?;1}(3, Minister Bhutto admitted that so far we have tried

man‘};lél‘aé% ‘olf village uplift but they had failed and that IR D P was
prolla}gly,our last hope to improve the economic position of the vast

ma‘jiz;ii[y qffﬁur small farmers, and thus to improve the quality of life

in vi‘llfégesr,: tg,aﬂ'ord employement opportunities, and to reduce the gap h
between the urban and rural areas so that the pzople living in the
villaf‘g'és" ma'y: participate with pride in political, social and economic
life Sﬁ)é'éaiintr'y.”m In achieving its objectives as an organizat-
ionafgffxﬁéf“d%c; Tt faced the problems which all other organizations
of tiisthatufé: had faced or are facing in existing socio-economic
structure.

’ '1‘;&;-'“?Eq'i};q»r_,,}f‘The'Meanings of IRDP*’, The Pakistan Econowist, December 1.. 7
1972, p, 5.
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The dilemmas of these organizations are not particular to the
structure of organization but are dilemmas of socic-economic structure
in which these organizations are trapped. There are four main such
dilemmas :

(i) Mixed-economy dilemma ;

(ii) Centralization vs Decentralization dilcmma
(iii) Technocrats vs Bureaucrats dilemma : and
(iv) Welfare vs profit Maximization dilemma.

The main dilemma of organizational structure is ‘“Centralization vs
Departmental Autonomy”. So far this dilemma is concerned, the
difference between developed and developing countries is of the
degree. In developing countries there is more centralization of
authority and decision making power as compared to the developed
countries. But the dilemmas related to the sociozcoaomic conditions
of the developing countries in which public organization are caught
up, are peculiar to these countries. Moreover, political changes and
changes in public policies lead to reformulation of the objectives and
srtucture of such organization and in certain cases they are abolished
and new organizations emerge.

In case of Pakistan, these public organizations played an import-
ant role in linking civil servants with industrialists, big landlords and
army. Bureaucrats emerged as a strong class and played vital role in
the polities of the conntry. So organizations were not only affected
by political changes but they also playzd part in leading to changes
in political structure of a country. The real political power has
been in the hands of civil servants which was the result of such
organizations.

Although some of these organizations have been abolished by
the new government or even by the governments which established
them, because of inefficient working and not achieving the objectives
for which they were formulated. But still they have provided an
experience to the planners nnd policy makers to avoid the short
comings and come up with more efficient organizations. It would be
unjust to blame these organization for inefficient in themselves,
They are the product of the system and as the system is inefficient,
the inefficiency of these organizatioas is inevitables,
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The situation ‘of the country-is not bleak or devastating. : There
are allsthe potentialities in the country to develop at a steady rate
and :isuch -organizations can play an important role if they are geared
into a right perspective. The country has faced the crisis of succes-
sion in 1971 and has survived as an independent and progressing
country for the last 36 years. inspite .of all political, social, internat-
ional and economic hazards.
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Protectionism and Stractural Adjustment :
ot see A Case Study of Pakistan

\ ' DR. Z. A. VAINCE*
Gl
T compo»:txon of exports and the destination of goods export-
'd'lays a cfucial role in the growth of exports of any country.
The importance lies in the fact that if exports consist of primary
good"s,\demand for which is rather inelastic and supply also inelastic,
onenﬁdoes fiot ‘have a very bright prospects for growth of exports.
Sxmllaf’ly, if the exports reach such countries which have either
slugglshlyugrowmg economies or the protectionist policies are the
rule; fg;xen the situation is even more depressing. In Table 1, we
pregsent the‘! structure of Pakistan’s trade. The table clearly brings
out: aklstans heavy dependence on the developed market econo-
ies ;(;DMEs) for exports as well as imports, Although even at
p:éfé‘ént Shaxli'e of DMEs in Pakistan’s exports is around forty per cent,
yetiit is:significantly lower than the share of DMEs in Pakistan’s
export in. Ethe early Seventies, when it was around fifty per cent.
Theadechne* in the share of exporis of DMEs in Pakistan’s exports
toge'her w1th ‘the fact that Pakistan’s exports did not grow significant-
during toe Seveaties clearly shows that the demand for Pakistani
exports in the DME:s did not increase in any significant way. While
this:. could* partly be due to recession in the DMEs, it eannot be
denied- that;ma Jor factor has been the protectionist policies pursued
by most ofsthe DMEs.

It mdy be argued that the imports of Developed Market
Ecohomlcsifrom developing countries have risen more sharply than
those from the other countries, and as such the protectionist
measures do not hit the developing countries. It is true that the
1mports of DMEs from developing countries did increase by 5.6

+ thfcvautho;f»is at present Associate Professor of Economics at Quaid-i-Azam
University; Islamabad.
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per. cent over 1973-80 period as against an overall rate of increase.of
4:2 per cent yet this must be qualified by two things. First, despite
the faster! glliov;;th rate of imports from non-oil developing economies
in total imp‘brts has gone down from 15.1 to 14.7 over the same
period. This ‘shows that the terms of trade have moved very
adversely againist the developing economies. What they gained in
vo'iﬁme have lost in the prices. Second, the major beneficiaries of
expﬁbrtr expénsipn have been a very few countries whose export
structure is: diversified significantly. The last factor implies that
those countrieszbenefitted most from trade expansion which could
avoid the prod‘ucts subject to protective duties in"DMEs:~ It- implies
not beén pursued growth of exports of developing economies would
have  had:been even higher. Unfortunately, as shall be shown later,
Pakistan has been one of these countiies which could not avoid the
effect of protectlomst polices on her exports.

Tn order to-analyse the extent to which protectionist policies
have been respons1b1e for the decline in the share of DMEsin

Paklstan ’s.export, we shall analyse the structure of Pakistan’s exports
to.developed market economies. The major exports of Pakistan
Subject to: resmctlons imposed by the developed countries are
reported in Table 2, while other exports to developed countries which
are either ot significant or are not subject to restrictions, because
they are p"t'iméry products,* arc shown in Table 3. Table 2 clearly
showns thatétwelve manufactured products, all of which are subject
to ifher Ftarlﬂ's or various types of non-tariff barriers (NTBs) includ-
mg;quanhtauve restiictions, account for more than sixty per cent of
Paklstan s total exports tothe DMEs. Itis mterestmg to note that
although share of individual export items did change over time,
these twelve products accounted for about two third of Pakistan’s
expo'nts to DMEs during the Seventies. 1t is important to. note that
the share of cotton yarn and cotton fabrics has declined significantly
over 1972-73 to 1979-80 period, the share of clothing (excluding fur
clothing) and floor coverings has increased rapidly over the same

period. The share of remaining products has remained somewhat
constant.

* However, import of rice in EEC is subject to import levies.
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TABLE 2
Composition of Exports to the Developed Market Economics

Precentage Share of the Production in Pakistan’s
Exports to Developed Market Economics

197273 197374 1978-79  1979-80

Leather 10.87 7.64 10.10 8.11
Manufactures of leather 0.62 0.83 0.73 1.01
. Footwear 1.48 1.54 0.87 0.96
Textile Yarn and Thread 17.68 10.36 7.66 6.57
Cotton Fabrics 15.10 24,13 13.95 11.11
. Fobrics— Non-cotton 0.24 0.12 0.05 0.06
Articles of Textiles Materials 1.69 4.60 3.43 3.83
Clothing not of Fur 1.97 5.56 5.04 6.86
Floop Coverings, Tapesterees  7.24 9.83 19.96 22.15
Scientific instruments 1.81 1.80 2.34 2.54
Cutlery .02 .03 A3 22
Toys, Games & Sporting goods 2.75 3.59 2.18 2.40.
61.47 70.03 66.44 65.82

Source : “Export Receipts”, Monthly Bulletin of State Bank of

Pakistan, Karachi (Various issues).

It is interesting to analyse as to what constitutes the remaining
thirty to forty percent of Pakistan’s exports to the DMEs. The other
main export products are shown in Table 3 which shows that almost:
exclusively consist of primary goods, the demand for which is not all
that c¢lastic. Therefore, we may conclude from the above that the
DMEs demand for exports of Pakistan is not expected to grow
sharply, partly because of the primary goods for which demand is
not very elastic and constituted one third of total exports and partly
because the manufactured products, in which Pakistan has com-

| parative advantage, are subject to severe controls.*

How much exports of Pakistan are being hurt by the protectidnist
policies of course depends on the share of DMEs in Pakistan’s

* A 1LN. Study {UNIDO, 1982] on the Revealed Comparative Advantage
shows thgt Pakistaz has a coﬁaparative advantage in all these products.
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exports of the twelve main products., Table 4 shows the share of
DMESJ.‘,m} the export of twelve products. The table clearly shows
that” with “the- sole exception of mnon-cotton fabrics, Pakistan’s
depeni{ienc% on the DME:s for all of these exports is rather high.
Moreover ﬁe share of developed countries has declined over time in
leathierd leather manufactures, cotton yarn, and non-cotton fabrics
and'games ~and toys This underlines the fact that the protectionist
R
10 ,
d®Share-of other Products in Pakistan’s Exports to DMEs

7.0 o

TABLE 3

1972-73  1974-75  1978-79  1979-80

éoﬁg;ﬁ%ﬁaw o 1660 1383 463 3.4
Rice a.e o 0.89 0.25 1.76 6.67
W.00]; g.,nd A‘mmal Hair 1.96 0.88 1.17 1.26
Ollsle:ed;, nut and Kernel 1.79 1.06 0.45 0.45
Crude: Vegetable material 1.97 3.79 3.06 3.61
Feedlng stiff for Apimals 1.01 0.83 0.44 0.56
CruderAmmal 'materlal 0.87 1.30 1.15 1.04
'Flshgjggsh?and preserved 3.91 2.89 0.45 4.17
FistSfifined ' 0.85 0.56 0.58 0.71
10 ’, Ao 8 0

Source r ‘*Ekport Receipts”, State Bank of Pakistan, Karachi,

- (Various Issues).
Y. 17: TRRT Y IO

polices: -arg expectcd to have a formidable depressing effect on
Paikiﬁtin's"tékports

s 3o,

,SJThe lossﬁof DMEs share in exports of all the major exports of

Pa_ggﬂl,s;t.an_ eregtgd serious adjustment problems for Pakistan. How-
ever,fthe correspondence of the decline in the share in Pakistan’s
exports as, shown in Table 5 points to the fact that Pakistan failed
to.increasg exports to other areas following the decline in the exports
of a particular product to DMEs. In order to pursue the explana-
tion of declme in share of DMEs in Pakistan’s exports, we analyse
th%‘ “rfl‘t‘e of 1ncrease in exports of the product ; vis-a-vis the growth
rate. '8 overall exports of Pakistan and the relationship between the
share‘of 'D_MEs and the ceilings imposed by the developed economies.

e
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I'n order to assess the impact of rate of increase in exports, we
compare the growth rates of exports of various products across the
region as well as against the exports of Pakistan. Composition of
growth rates is included in Table 6. Pakistan’s exports, measured
in:current dollars, have increased at an annual rate of 17.6 per cent
over 1.972-73 to 1980-81 period. Against this, the exports of leather,
footwéar, yarn, cotton fabrics, other fabrics and toys to DMEs grew
at a’ rate gof 3.39, 4.32, -3.35, 7.15, 7.89 —and 7.93 per cent
respectlvel?' We may note that these products accounted for almost
half .of total exports to DMEs. Moreover, because of high depen-
derce on ﬁDMEs in case of all these products, the growth of exports
allf‘these products fell significantly short of the overall growth of
PaKistan, gireposne phenomenally high rates of growth for the deve-
loping’ couf:ntries.

B 72

: TABLE 5
é Share in Pakistan’s BExports
; 1972-73 1973-74 1978-79  1979-80
Leather 2 6.60 3.74 7.36 5.70
| Manufactuf'% of Leather 0.34 0.37 0.40 0.47
Footwear » 1.25 0.95 0.56 0.49
Cotton Yarn 21.91 19.88 11.91 9.09
Cotton Fabics 1327 1608 1239 8.72
Non-cotton3Fabrics 0.77 0.88 0.31 0.33
Artxcles ofp:l"extlle Material 2.36 3.77 5.46 4.20
Clothing not of Fur 1.42 2.82 3.55 3.80
Floor. covermg 4.19 4.95 10.35 9.38
Cuflery - 0.06 005 008 0.10
Scientific mstruments 0.90 0.94 1.41 1.21
Toys 1.79 1.96 1.52 1.32

Source : ‘‘Export Receipts”’, State Bank of Pakistan, Karachi
(various issues) and Table 3.5 (B).

Since the decade of Seventies was marred by high rates of
inflation, it will"be important to analyse growth rates at constant
prices. Unfortunately, data on quantity or value of exports at
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constant prices are not available. The growth rates of a few products
for which' data weré available ‘are reported in Table 7. Table 7
shows that the growth rates at constant prices were desperately low
and even negative in a few cases. This coupled with the fact that
terms of trade moved again;t Pakistan,* the import capacity of
exports has fallen significantly as far as developed market economies
are concerned.

TABLE 7

GROWTH RATE OF EXPORTS TO DEVELOPED
COUNTRIES AT CONSTANT PRICES. 1969-70=100

1972-73 1974-75
‘Commodities to to
h 1980-81 1980-81
Leather —13.63 -4.78
~Tegtil¢ Yarn & Thread - —~11.44 1.96
Cotton Fabrics Woven —2.23 10.77
Clothing not of Fur 21.14 14,62
’ ] 1976-77 to 1980-81
Floor Coverings, Tapestries etc. 0.35

. Source : Economic Survey, Government of Pakistan, Islamabad.
(Various Issues).

. * That the export sector has generally become much less effective as a
stimulus to growth in the domestic economy of Pakistan, is borne out by the
cbmparison of the contribution made by the growth in the purchasing power of
exports to the total growth in GDP. As is evident from :he following table
the contribution during the period 1973—80 is negative as compared to the
period 196373,

Contribution of the Pakistan’s Euport Sector to
GDP Growth (Percentage) Annual Average

Terms of Trade Purchasing Power of Exports PPE/GDP+
1963-73 | 1973-80 1963-73 | 1973-80 | 1963-73 1973-80
—0.7 —4.6 49 —1.8 103 —39

Source : UNCTAD. Handbook of International Trade Statistics
"~ © (various issues). :

(5) Change in purchasing power of exports as a proportion of
.. 'change in gross domestic product, but measured in U.S,
dollars at 19/5 prices exchange rates.
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It is interesting to analyse the growth of exports in the context
of various restrictions imposed by DMEs. Unfortunately such data
are available only for textiles and garments and as such our analysis
will not be complete. Nevertheless, it will show the extent to which
protectionist polices can have adverse influence on exports of
Pakistan. In Tables 8, 9 and 10, we show rate of change in ceilings
imposed on cotton yarn, cotton fabrics and garments.

The ceilings on the exports of yarn have declined from 7860
metric tons in 1972 to 7000 metric tons in 1978. Exports of yarn
have iacreased since 1978, but even in 1981, exports of yarn were
significantly Iower than the level reached in 1978. We may note that
although declining trend in the growth of export has been reserved
yet the growth rates are only half per cent per aunum. The long
term agreement which was concluded in 1981, also project growth
rate of only 0,56 per cent per annum.

The rate of change in ceilings on imports of cotton fabrics from
Pakistan upto 1977 was quite respectable, as may be seen from
table 3.9. However, we should note that the change in ceilings was
not a reflection of liberal import policies by the DMEs. Rather,
they were a reflection of the fact that share of Pakistan in global
quota, which was very low upto the mid-Seventies was increased.
Since 1977, the ceilings are so stringent that a growth rate of even
one per cent could not be realised. Morever, the prospects are
even more bleak because the growth over 1932 to 1986 period would
fall further to 0.66 per cent per annum,

TABLE 8
Ceilings on Cotton Yarn
1972 to 1978 1978 to 1981 1982 to 1996

West Germany 1.64 0.32 N.A.
France —3.60 1.02 N.A.
Italy —4.14 0.19 N.A.
Benelux —3.15 0.56 N.A.
Ireland —27.19 1.80 N.A.
Denmark — 0.91 N.A.
U.X. 7.99 0.43 N.A.
Total —1.91 0.50 0.56

Source : Pakistan Exjort Prcmotion Bureau, Ministry of Commerce,
Goverrment of Pakistan, Islamabad.
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TABLE 9

EEC : Ceilings on Exports of Cotton Fabrics from
‘iPakistan : Rate of inerease in Exports allowed.

1972-73 1975 1977 1982
Countries to to to to
1975 1977 1981 1986

Eegieral Republic of Germany 52.44 21.53 25.90 N.A.

France 4524 2153 21.56  N.A.
Italy = " 17.14 1779 2387  N.A.
BgnglpxCountrives_ —10.15 17.81 38.52 N.A.
Detimark — —  67.46*  N.A.
UK. 102 050 167  N.A.
Total 982 7.00 081 0.66

Source : Pakistan Export Promotion Bureau, Ministry of Commerce,

various Notifications.

“* Base Year 1978.

;_”Tablg 10 shows that exports of garments (clothihg not of fur)
have, been; allowed to increase more liberally. On average, the
exports of garments grew at an annual rate of five per cent. How-

ever, it should be noted that the quantity allowed is very small.

»



TABLE 10

Ceilings on the Exports of Garments (Clothing not of fur)
from Pakistan : Maximum Growth Rate of Exports from
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Pakistan by the EEC countries (1978-82)

"Growth Rate over
1978 to 1982

Knitted shirts
Knitted Jersies
Knitted Pyjamas
Knitted and Crocheted Gloves
Blouses

Shirts

Babies Garments
Dresses

Skirts

Night dresses
Toilet Linen

Bed Linen

Source : Pakistan Export Promotion Bureau, Ministry of Commerce,

Government of Pakistan, Islamabad.

3.95
6.00
5.04
14,95
1.711
3.66
5.50
5.99
6.15
5.96
5.33
5.88
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The analysis of ceilings and changes in them brings into sharp
focus the fact that unless composition of exports to DMEs change
significantly, Pakistan’s exports would fail to rise rapidly. There-
fore, while Pakistan should make ali the efforts to get concessions
from DMEs through UNCTAD, she must seriously consider diversi-
fying her exports. It is obvious that in cotton group, the reliance
on yarn and cotton fabrics, will not lead to higher rates of growth
in exports. Garments industry, through subject to restrictions, does
present the possibillity of reasonable growth in exports. However,
garment industry has its marketing aspects which should be faced up
by Pakistani industry. '




PAKISTAN'S DEVELOPMENT EXPERIENCE
1955/6—1982/3
SAJJAD HAIDER SAYED*

INTRODUCTION

State of economy of Pakistan after independence

It is now for about 35 years that Pakistan has been going through
the process of economic development to increase the economy’s real
national income. When Pakistan gained independence on 14th
August, 1947, she inherited an economy which was widely regarded
an “‘economic waste land”’. 1In the era of unbridled imperialism, the
economy was conditioned to suit the ends of British rulsrs. The land
was rich but people were poor, discases were their heritage and wail-
ing of children was the voice of majority of our homes. The country
was preponderantly agrarian and was amongst the poorest in the
world. ““At independence, Pakistan simultaneously, created and dis-
rupted by the partition of British India-was widely considered an
economic monstrosity. The coun‘ry was among the poorest in the
world and had no industries to speak of almost no industrial raw
materials, no significant industrial or commercial groups”’.1 Aggravat-
ing the problems were the disruptions caused by influx of millions of
refugees.

In 1949-50, Gross Domestic product (GDP) of Pakistan was of
the order Rs. 10398 million and Gross Na‘ional Product (GNP) was
Rs. 12380 as there was a negative net factor income of Rs. 18 million
to the world. The population was estimated at 35.31 million souls
leading to per capita income of Rs. 351, The agriculture sector was
contributing 53.2 percent towards GDP against the manufacturing and
mining sector’s contribution of 8 percent. The construction sector’s
contribution was of the order of 1.4 percent and services sector con-

* The author is at present Assistant Professor, Department Ecdnomics,
Govt. College, Lahore.

1. G. K. Papanek, Economic Development of Pakistan, Oxford University,
Press. 1968 p. 1. '
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tributed 37.4 percent, which was a mani-festation of the structural
imﬁalance in the economy. The rate of economic growth of 3 per-
centilin'earlyj*g,t;ages of first few years was little better than the popula-
tion growth' rate of 1.78 percent. The rates of savings and invest-
merits were-abysmally low at 5 to 10 percent of G.N.P. In 1949-50,
our import amounted to Rs. 912.2 million while exports were worth
Rs. 535.1 million only showing a deficit in balance of trade to the
tune, of Rs. 377.1 million against a favourable trade balance of

saﬁl%'l million during the period of 15th August, 1947 to 30th June,

’b"f PR

-"*“*ECON’OMIC DEVELOPMENT DURING FIVE PLANS

R _j ’
pGrowthéof .GDP, GNP, per capita Income upto fifth Five Year
Plany ‘1978 83.

-ty ecdlibmy of Pakistan recorded an average growth of 4.5
peré‘eﬁ”“perg annum in terms of GDP and 4.8 percent per annum in
terg_ls of Gﬁi”durmg the period 1951-1977 and achieved a growth
ratés «6f 6‘?_2’ -percent in GDP and 6.8 percent in GNP on per annum
basiskdiriigiFith Five Year Plan period 1978-83. The rate of growth
of 184k pefcent per annum in the fifties was quite low but it gained
momentumiand increased to 6.8 percent per annum in sixties. This
upsurge: in the growth rate was significantly curtailed to 3.3 percent
perrannumrduring the seventies. However, the average rate of growth
of GNP, of 4.3 percent per annum was much higher than the GDP
growth rate, in_seventies, mainly due to steep rise in the home remit-

tances{rom\workers employed abroad. Remittances by Pakistanis,
worklng abroad amounted to US dollars 1153 million in 1977-78

agamst dollars 96 million in 1971-72 but has further gone upto 3000
mllllon dollars in 1982-83. The net factor income payments was a
negatlve factor in Pakistan’s national accounts and it would have
acqulred hlgh proportions during the seventies due to rising interest
payments on foreign debt, had it not been for a much larger increase
in. worker s remittance. In 1982-83, there was a positive net factor
inconie? from"éb'road to the tune of Rs. 35,412 million against negative
factor 1nc§>me of Rs. 18 million in 1949-50.

The per capita income increased from Rs. 351 to Rs. 725
af constant factor cost of 1959-60 registering an increase of 106 per-
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cent over the period 1949-to 1982-83 while at current prices it has been
estimated at Rs. 4176 during 1982-83. On an average basis per
capita income registered a growth rates of less than 1 percent per
annum in the fifties, Taking 1959-60 as the base for the period, when
the development plans had started yielding siganificant growth in the
economy, the per capita growth was 2.8 percent in 1960-81. The per
capita income has been crucially affected by demographic trends in
Pakistan which indicate a continuing acceleration in the rate of
population growth from the earliest estimates of 1.7 percent to the
latest by about 3 percent.

2.3. Periodical average growth rate per annum in GDP, GNP,
per capita income and population, are tabulated in the following
table :

TABLE 1

Growth Rates

Period Growth rates per annum per cent

GDP GNP  Percapita  Population’

Income

1. First Five Year 3.1 3 0.5 1.78
Plan 1955-60

2. Second Five Year 6.8 6.8 3.8 2.43
Plan 1960-65

3. Third Five Year 6.7 6-8 3.8 3.65
Plan 1965-70

4. Annual Plan Period 4.2 4.9 2.0 3.00
(1970-78)

5. Fifth Five Year 6.2 6.8 3.6 3.00

Plan 1978-83
(Source : Plan documents)

Siuce the second five year plan, the economy has witnessed a
continuing growth rates of over 6 per cent but the momentum was
staggered and growth rates declined during Non-plans period 1970-78
only to be accelerated again in Fifth Five Year Plan 1978-83, The
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différenceiinsgrowth rates of GDP and GNP reflect the net factor from
abroad: ' Butspositive gains of growth in GDP and GNP have partly
been\r'oﬂ‘set iby the rate of population growth as rate of growth in per
caplta income:have not been significant.

fu“ e LR

e GROWTH OF AGRICULTURE, INDUSTRY AND

. ¢z »SERVICES SECTORS UPTO 1978-1983

(03 Growth of Agriculture sector
lf“l n e
3.1, The development effort in the country has witnessed a

gradua;tl shg't in the composition of GDP from agricalture sector to
the services: sector as well as to the growing share of industries within
thgg cbmmddlty producing sectors. The agriculture sector recorded a
growth:rate:of 1.7 percent in 1950-60 but made a quantum jump to
registér a growth rate of 4.9 percent per annum during 1960-70 which
wasvdaccentuated by the higher growth rates in mid-sixties steming
from the famous green revolution. The higher growth rates could
not besustained in 1970-81 as agriculture sector recorded a growth
rate’ of nly “2.6 percent per annum during that period although situa-
tlz)B‘ 1mproved considerably in later part of the seventies, growth rates
of agriculture through various five year plan periods are depicted in

table 2}
TABLE 2

Growth Rates of Agricultural sector

Plan-period Annual Growth rate percent
» Agriculture Major Minor
:“‘"' sector crops crops
1. First Five Year Plan 1955-60 2.1 2.3 0.8
2. Setond Five Year Plan 1960-65 3.8 4.7 4.8
3. Third Five Year Plan 1965-70 6.3 9.1 3.8
4. Non Plan (1970-78) 1.7 0.9 4.7
5. Fifth Five Year Plan 4.4 4.8 3.1
. 1978- 83'
ATED b

Source Slxth Tive Year Plan(1983-88) p. 439,
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It may be noticed that agriculture sector has been witnesing
visscititudes in growth rates over various plan periods. Abysmally
low growth took place during non-plan period 1970-78 with less than
one per cent growth in the major crops but situation has improved
substantially during Fifth Five Year Plan- The sixth five year plan
(1983-88) promises to carry further the growth in agriculture sector
with an annual growth target of 6.4 percent.

During the period under review yields per hectare have
increased substantially. Wheat yield per hectare went up by 80 per-
cent from 922 kg to 1660 kgs and cotton yields have doubled from
516 to 1042 kgs per hectare. There has been a pronounced ch;ange
in the methods of cultivation and the input package. The extensive
use of chemical fertilizers and growing mechanization make agriculture
today a very different occupation from the rural scene at the time of
independence. This could be indicated by the accelerated use of
madern key inputs over various plan periods and production of major
crops as depited in table 3.

TABLE 3

Use of key inputs and output of major crops

Item Unit First Second Third Non Fifth
Plan Plan Plan Plan Plan
55-60 60-65 65-70 70-78 78-83

inputs
1. Fertilizer 000 19 87 312 720 1191
off-take N/Tons

Improved seeds 000 tons 27 31 28 69 115

3. Plant Protec- 000
tion coverage Hect. 546 1307 656 1679 1618
4. Mechanization No 124 114 163 55000 137,000

(operational
traciors)

5. Water Avail- MAF 50.25 63.87 75.5 27.39 101.49
ability at
farm gate

6. Agri. credit Mil. Rs. NA 173 210 1925 6589
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At

Qutput. .-

i"Whital ' 000 tonnes 3908 4550 7293 8367 12200
2 Rice (: -do- 995 1350 2401 2950 3369
3":{;Cétton, o . 291 378 536 575 82
4 Sugarcane . 10661 18665 26365 30077 34000
5:5({Oilrseeds .. ’s 835 992 1397 8471 2081
'6‘.”‘*1">iﬁs‘e§ e . 837 875 679 813 712

ot Lavdooh

BEY Source 2°TiXth Five Year Plan, 1983-83 p. 450-455.

arjeatn i

SWHTRE 4HGVe fable indicates that there has been tremendous increase
in thé‘*use*of key inputs which has given boost to the production of

varlous‘crops OVCI‘ time.
kS[L' 1‘ Y IE

(b) Growth in Industry

‘The growth in industry was quite remarkable during the fifties
and sixties. :While in the fifties, the significance of a high growth
rates.in man‘ufacturing was limited by a small base, the combined
1ndustr1al expansmn during the sixties was important factor in chang-
mglfhe composmon of GDP. During the entire period from 1950 to
1970ﬁe expansmn of industry was largely in the light consumers
goodss» and easy processing category. During seventies efforts were

‘dlverted to create a substantial base for more sophisticated basic and
‘heaVyQ ngmeermg goods industry. The later include chemicals,

chemxcal fert111zers, ship building, assembly cum manufacturing of
car, v:graptorsh@trucks and rolling stock for the railways, telephone and
tele cémmufqication equipment and host of other engineering equip-
meﬁtga,‘g“d components. The first steel mill of the country has moved
into,rpartial gproduction and would be completed by June 1984. Over

the _years there has been a radical increase in the share of manufactur-
;mg and-even more pronounced incrcase was witnessed in organized

mduhs't‘r‘;‘él sé‘ctor comprising large-scale manufacturing mineral, con-
struction, eléctricity and gas, the share of which in GDP have risen
fromg4gppercent:to 22 percent. Large scale manufacturing have alone
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increased from a neglible 1 percent at the end of forties to acquire a
respectable share of 13 percent in the early eighties. Manufacturing
seclor is dominated by the food processing sector which together
account for 55 percent of valueadded, the contribution of engineering
sector is estimated to be only 15 percent of the income derived from
manufacturing.

4.1. Industry sector as a whole registered a substantial growth
rate of 10.0 percent during 1960-70 but its growth declined to 5.5
percent during the period 1970-81 due to slow down in the growth of
manufacturing sector from 9.4 percent during 1560-70 to 4.4 percent
in 1970-81. The growth in manufacturing sector as well as in the
largescale manufacturing field is depicted in table 4.

TABLE 4

Growth Rates of Manufacturing Sector

Plan period Rate of growth per annum (percent)

Manufacturing Large Scale

Sector Manufacturing
1. First Plan 1955-60 5.2 7.6
2. Second Plan 1960-65 11.7 16.8
3. Third Plan 1965-70 8.1 9.9
4. Non Plan 1970-78 3.5 2.2

5. Fifth Plan 1978-83 9.00 9.7

Source‘: Sixth five year plan 1978-83 p. 439.
The high rates of growth in large manufacturing suffered a jolt
during 1970-78 and slumped to 2.2 percent only but again gained
momentum to register a phenomenal growth of 97 percent per annum
during fifih five year plan. The trend is likely to continue during
sixth five year plan 1983-88 with plan target of 9.3 percent growth in
manufacturing and 10 percent in large scale manufacturing.
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(a) ~Growtheof services sector

The growth in the services sector has been high in Pakistan
an{l accounts for a substantial proportion of overail growth. This
factor is related partly to the policy package directed towards early
rep]acement "of some of the essential services dominated by foreign
ownership. The banking services were largely provided by the banks
whose head oﬁ’ices fell in India at the time of partition of the sub-
contlnent 1;1’ 1947. These banks decided to close their offices in
Paklstan probably finding it difficult to mange a large numner of Y
branches m a foreign country with which relations were strained.
The pohcy of government of Pakistan encouraged the growth of
domestlcally “based banks to fill the vaccum which proliferated
rapidly. The number of Banks in Pakistan jumped from 1953 in
1948 to 7375 in 1982. The growth of insurance, shipping and air

‘ travel was also quite rapid. The growth of construction activity was
t acceéntuated. to large immigration after 1947, rapid urbanization and
implementation of Indus Basin Replacement work.

51-3_, 19‘@;"50 utilities and services sector constituted 37.4
percent of Paklstan s GDP which went up to 39,3 percent in 1959-60
and to 40. 2 percent in 1969-70. The services sector continued its
growth to raise its structural share in GDP and by 1981-82 claims 47
percent of GDP. The services sector had recorded a growth rate of
3.7 jpercent during 1950-€0 which was accelerated to 7 percent during
the: qperlod 1960-70 but was curtailed to 6.1 percent during 1970-81.
The* growth of services sector recorded during various plan period is
givemsih table 5.

] TABLE 5
l Growth Rates of Services Sector <
Plan Period! Growth Rate per Annum (percent)
1. First Plan 1955-60 3.6
| 2'.~:Second Plan 1960-65 8.3 x
| 3.Third ‘Plan 1965-70 .66
| 4 "“Noi Pian 1970-78 6.2
5 'Fifth- Plan 1978-83 6.4

Source : S:xth Five Year Plan 1983-88 p. 439.
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High growth rate of over 6 percent have been witnessed by services
sector since 1960 which does not augur well for the structural balance
of the economy vis-a-vis commodity producing sector. The sixth five
year plan document envisages a growth rate of 6.4 percent.

Impact of growth and stractural changes on the standard of livings

of the people-social affects

The economy of Pakistan witnessed periods of high growth
with the advent of sixties, with an average growth rate of 5.7 percent
in GDP and 6.1 percent in GNP, in order to remove stagnation of
fifties in the economy and optimize the level of livings of the people.
Agriculture maintained a growth rate of 4 percent while large scale
manufacturing grew at 7.6 percent per annum. The objective has
been to commensurate growth achievement with socio-economic dis-
tributional policies. The growth in economy has substantially chang-
ed the structural composition of GDP as may be seen in table 6.

TABLE 6
Composition of GDP of Pakistan

Sector Percentage share in GDP

1949-50  1959-60 1969-70 1976-77 1982-83

1. Agriculture 53.2 45.8 38.9 34.8 29.1

2, Manufacturing 8.0 12.4 16.5 15.0 18.7
and Quarrying

3. Construction 1.4 2.5 4.2 5.2 4.9

4, Utilities and 37.4 39.3 40.4 45.0 47.3
services

Source : 1. Zafar Altaf, Pakistani Enterpreneures, Croom Helm, London,
1983, p. 6.

2. Economic Survey of Pakistan, 1982-83 p. 26.

The share of agricultural sector has plunged from 53.2 per-
cent in 1949-50 to 29.1 percent in 1982-83 while that of manufactur- -
ing and services sector rose from 8.0 percent and 37.4 percent to 18,7
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percent: and 47.3 percent respectively. The increase in. share of
ser)_gce;csector -does not reflect fivourably oa the development- potential
of ;they,economy. Nevertheless availability of goods and services
increased over the period. Increase in per cipita income was of the
order of 106 percent from Rs. 351 in 1949-50 to 735 in 1982-83 at
constaiit fadtor'cost. With an increase in flow of home remittances,
the per capita income at current factor cost rose to 4176 in 1982-83,

‘With' an average of 6.7 person per family, estimated on the basis of

Hous%’é and population census of 1980, this amounts to an average
of’ ’fam_lly intome of Rs. 2332 per month. By comparision, 46.2 per-
cé’nt ‘Sf thé world’s population in 1980 lived in countries with per
caplta 1ncon;1e lower than Pakistan.

r),!‘J;._, L

Dy the ; field of social development, where the progress
leaves »much to be desired, the sixth five year plan document claims
thatithe per caplta calorie intake has gone upto 2464 in 1983 which
is 99 percent of ths recommended minimum level. The crude death
rate have dropped to one third of the level prevalent at mdependence
while dife expectancy at birth has increased from 37 years to 55 years
since 1950. The enrolment of boys in primary schools has increased
by 373 percent and of girls by an even a higher figure of 980 percent
since fl"980. In terms of health facilities, as many as 374 rural health

centres:and. 6489 basic health units and other primary health facilities

ha‘\7e‘:§5*e'en’\s'et up to increase the out each of health care into the rural
pOpulatron Ma]or leeway has been made in village electrification
programme and more than oue third of villages in Pakistan have been
electrified.

D‘éspite‘ concerted development effort over the years, there
xsfmuch to be .desired. The population is growing at alarmingly high
rate of 3 percent off setting the positive effects of development.
Aggravatmgtthe problem is the low level of literacy as the proportion
of pdpulatibon which is barely able to read and write is not mere than
one quarter The infan: morality remains as high as 90 per thousand

of" lnve bir'ﬁ"’ Pure drinking water is not available to 88 percent of

rural populatlon without which meaningful health programmes,
coupled with inadequate drinage facilities in rural areas, suffer badly.
About.two-third of the villages are still without electricity and half of
theyvillagesrpopulation has almost no roads to find access to the
markets, -

s
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Acomperative picture of Pakistan’s state of economie develop-
ment with reference to certain developing .as well as developed

countries.

The sustained developmant effort exienling over a period
of more than one third of the ceatury only iadicates a modest deve:,
lopment by comparision with the general performanc: of the develop-
ing countries. At per capita income of US dollars 350 in 1981,
Pakistan is in the group of poorest countries of the world today which
also includes India with per capita income of 260 dollars and 32
other countries per capita income of which range from dollars 80 to
dollars 400. In term of overage annual increase of per capita GNP
during 1960-81, Pakistan witnessed a growth rate of 2.8 percent as
compared to growth rate of 9.2 percent in case of other low income
countries and 4.0 percent in respect of India. The rate of growth in
per capita income of Pakistan also does not compare favourably with .
those of 39 middle income economies having per capita income rang-
ing from dollars 420 to 1670, who had recorded an average annual
per capita growth of GNP at 3.7 per cent during the same period.
The rate of growth of per capita income of 19 upper middle income
countries with per capita income of 1700 to 5670 dollars, was 4.2 .
percent and that of 19 advanced industrial economies, having per.
capita income of 5230 dollars to 17430 dollars, was comparative
sluggish at 3.4 percent than that of upper middle income countries
but was far better than the low income economies including Pakistan,

The annual average growth rate in GDP of Pakistan during
1970-81 was of the order of 4.8 percent as compared to 4.5 percent of
low income countries, 5.6 percent in respect of middle income coun-
tries, again 5.6 percent in respect of upper middle income countries’
and 3.0 percent for industrial economies. The growth rate in Pakistan
was higher than the average of low income developing countries but
substantially below the growth rates experienced in the rapidlly
developing countries of East Asia and latin America. By 1981, Agri-
culture sector’s contribution was 30 percent to Pakistan’s GDP as
compared to 37 percent for India and 45 percent in case of other low :
income countries, 14 percent for middle income economies, 10 percent .
for upper middle income enconomies, 10 percent for uppzr middle
income enonomies and only 3 percent in case of industrial economies, .
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thhys mamfeatatxon of:the dominance of agriculture in our-economy
thoughy, ltkdepxcts +a -much -better. picture as compared to other low
ercoutitries.

fJu’ﬁ.fFﬁfe‘filoW?-‘savings rate of 7 percent of GDP and investment
*ra‘ti*‘fdfllwf)e’“r'cent'bf GNP indicates dependence on external resources
to'\I"' h""’extent “of 10 - percent in -1981, which is poor as compared to
savmg ratno~ of 20 ‘percent and investment ratio of 23 percent in case
ofg‘Iﬁiila db22 percent and 25 percent in case of middle income
countrnes “WR4'981, the rate of literacy in Pakistan was 24 percent
whlch "doesbnot compare favourably with 36 percent in India, 85
percent'hn‘Srllanka, 4) percent in other low income countries, 76
perc_c':ntQ in! upper -middle incomz economies and 99 perceat in indus-
tﬁal“eddr’fé’ﬁ'l'le‘s The lief expetancy of above 55 years at birth
estxmated ‘fofjﬂPaklstan is much lower than middle income economies

qudustnal economies ‘which have life expetancy of 60 years, 65
ycaréuandm?ilyearSrrespectively. The ra‘e of 3 percent in population

| e

growths- lsaiﬂa‘r’@ingly higher than the population grawth rate-of 2.6
percent}mﬂlciwﬁﬁcome countries, 2.1 percent in India 2,4 percent in
"Bdlé‘“ incomsa- countries, 2.2 percent in upper middle income
econpmleswagd-ﬂOJ percent in industrial economies, which warrant
eﬂ‘&tiVEi‘p“o'ficy—measures'to curb the population growth rate in
Pakistan. tox -
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ngred 5 Conclusions

unhub o 5]2:;4;‘?
.Ihe. development effort of Pakistan delineated in the previous

cﬁ;p;;;; ‘ﬁpresents distinct periods of rapid growth and stagnation.
In‘sﬂ,ﬁfnes1 the(.gtowth was low barely little better than the growth
m,,populatlon The growth was accentuated mainly from industriali-
zatlon“pasedhon private investment as agriculture sector was growing
poorly’? Ingsixties, the economy recorded high rare of growth as both
agrxcu’lture;an»Lndustry sectors registered satisfactory growth rates.
The-'hxgh growth however, was not supplemented by the better distri-
buuonahpohcles :and at the fagend of 1960s, vocal dissention against
thealopmded seconomic development was pronounced. As.a reaction
eafly.seventies witnessed the moves towards socialization of the
economy:asrthoughtless nationalization of many industries were made

~
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fore quickly than the capability cf administrators to manage them:
The growth momentum was staggered during this period as it was
thought that poor masses have not gained much from development
and as such distribution was fore-most in the policy for development.
The role of public sector as engine of economic growth. become  more.
pronounced as private investment dwindled away. from -industry:
sector. The process was hated in mid 1977 when the new military.
government tried to restore confidence of private sector. Growth
with better distribution, however, bscame the basic plank of the
development strategy. As a result economic growth gained momontum
as sustained growth is a necessary condition’ for making a significant
improvement in economic conditions of the people.

Over the years, per capita income has doubled- itself. in-
terms of constant factor cost and has exceeded Rs. 4000 in. curreat
prices. The fact that average Pakistani family enjoyed an income of-
Rs. 2332 per month, put her above 46 percent of the world popula-
tion who have lower per capita income than Pakistan. The - studies
relating to income distribution discussed in preceeding chapters
suggest that inequalities in income have been declining but these
studies related to sixties and needed to be updated to late seventies.
These studies also show a high percentage of .population living below
the poverty line and poverty phenomena has also been confirmed . by
an 1LO Survey warranting radical programmes to eliminate it.

The structural composition of GDP has undergone signi-
ficant changes as share of agriculture has gone down considerably
and there has been doubling of the percentage share of manufactur-
ing since 1949-50. The ugly feature of the economy has been the
soaring percentage share of services sector reflecting inhezent weakness
in the ecomomy. On top of this, the rate of population growth has
been quite high as compared to other countries which has been
eroding the gains of ecopomic development to the population. Des--
pite recent impressive growth in agriculture particularly food grain
and import substitution through rapid industrialization principally of
replacement of imported consumption goods, there has so far-not
been appreciable progress in the direction of correction of disequili-
brium in balance of trade. The balance of payments remains adverse
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@ﬁg‘l’y@&g‘gggunt of mounting energy import bill and is only alleviat-
ed tosome extent by the growing home remittances from abroad.

’"Q“E‘é'fgi’st‘ﬁﬁa’s" problems have been intensified by the growing
oifé‘ﬁ‘fr'fé'sﬁ[o‘f"{héf’”*eco:iomy by way of increasing contact with high con-
s"ii'fﬁ‘f)'lii(”)@éé‘b"ﬁomie's in the Middle East. The rate of domestic savings
H‘Eé?féfﬁéin&“d}ﬁuité‘low both in private as well as public sector as such
P’&ﬁ's‘t'?fl haSto' rely heavily on external financing for its economic
A8 s PmentieHort,

«di lo i;;ﬁ[q Gl '

muplibe. .ndévelopment experience of Pakistan despite high
pg}riod‘s\‘,‘pf .fgrpvxgh,((has been modest as she is still brackated in the low
incomé-countries. The structural composition of GDP has gradually
been 56ycrwij;felmingly dominated by the services sectors as such
s'éi'cr?d'l!lﬂgp‘?é ‘and policy measure are warranted to make the process
ofvetotiomicdevelopment more meaningful for the people. Some of
thie medsuresfare discussed in the following paragraphs.

-rlugoq @ how -
1..;dmprovivg Economic Efficiency

«19tltow productivity has been the major constraint in the uplift
oféthé Weélfareof the people. Yields per hectare in agriculture sector
and!iatustiial efficiency in manufacturing has to be improved sub-
stantiallyr to'provide strong base for production in the commodity
;)‘f'(')dﬁ‘(?i‘ﬁg*”s'éctofs. Yields per hectare im agricultural field have
already inCréased since 1960s yet these could further be increased by
way of provision of package of inputs and transfer of technology to
stnAall® fa'.'_ﬁiié'f'éb&nd provision of other infra-structural facilities such
a‘é"fé‘?x’ﬁ@ﬁ)"ﬁ“ﬁﬁé@ roads, storages and good ‘mandis’ for marketing of
a@'mﬁfifg’pré‘duce. The chances of improving industrial efficiency
iﬁd"tla'!caaﬁxéﬁgr"ﬁ“éector are dependent on the competition that their
prOAUCH WilPHAVeE in the market, There has been a progress in this
d]?é'c‘ﬁ'of'ii“'é’s'“ihc")‘dern sector has been challenged by products manu-
f5¢firedbby thetindigenous one which has forced modern s:ctor to
im‘é’i})vefitsifc‘dst Ueffective ness.

nigw bbb

2, Equitable Growth

M ¥ g aext) .- . . .
"0 fconomic’ growth with strong production base is not the
ot

guéfr’é'iﬁ%‘e 1f3f'imj)r0Ved standard of living of the people. Production
shouid be-didtributed equitably. Since 1960s the expected trickledown

jyl
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had failed to materialize warranting change in policy and adoption
of basic needs strategy of development ss improved health cover,
better education facilities, proper nutrition and adequate potable
drinking water etc. was thought as the way of raising the productivity
of the people. However, we must guard against the temptation to
assume that growth is going to trickle over from the distribution. We
need a more balanced package in which growth and distribution can
sustain each other. ‘ ‘

3. . Effective population programme

The -unbriddled increase in population render the develop-
ment effort difficult. Any decline in the rate of population growth
would substantially increase the gains of economic growth. The target
should be to curtail population growth at 2 percent per annum. Pre-
vious popuiation control programmes have not been successful. People
have to be motivated through pursuation to adopt family planning
measures. In this regard increase in the rate of literacy could help
propagate the usefulness of the programme. This implies that any
population control programme should accompany a drive for adult
education programme.

4, Mobilization of domestic resources for development

" Pakistan has to finance its development programme by way
of heavy reliance on external financing as there is no great virtue in
self financed stagnation. However, to make foreign aid effective, more
strennous efforts are needed to mobilize domestic savings. A rapidly
rising ratc of domestic savings would eventually bring dspendence on
foreign aid to a natural end. This implies sacrificing consumption
gains and reduction in nondevelopment expenditure of the govern-
ment for a considerable time to come. This call for careful husband-
ing of the remittances from abroad for development purpose.

5. Emphasis on the development of domestic sources of energy

The mounting import of energy bill has put constant pressure on
our precarious balance of payments position, Concerted efforts are
required to augment domestic sources of energy by way of exploration
of new oil and gas fields, raising of energy plantation, harnessing of
solar energy and making in-roads towards nuclear energy programme.
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All¥this must'be combined with investment of resources in energy
,’w .
conservation and more efficient use of energy.

. 10.
o Man, London, 1977,

cr i,’lt'l“fi .
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