REPORT

OF THE

NOMIC APPRAISAL COMMITTEE

NOVEMBER, 1952
(REVIEWED : FEBRUARY 1953)

Published by
THE MINISTRY OF ECONOMIC AFFAIRS
GOVERNMENT OF PAKISTAN

PRINTED BY THE MANAGER, GOVERNMENT OF PAKISTAN PRESs, KARACHI
1953



CORRIGENDA

‘her Particulars For Substitute
I s
2 3 4 5
X L - R .
C ... Economic Adviser’s Officer  Economic Adviser’s Office.
- {
1 1952-53,(budget estimates) .- 1,27,73 1,27,72
11 1952-53 (budget estimates) +2,98 +2,97
11 1952-53 (budget estimates) 1,24,89 1,24,87
11 1952-53 (budget estimates) ¢ +38 +36
7  Table No. 4 (last line, last but one 7,76,11 7.76,61
column).
38 5th line . e ... Eleswhere Elsewhere.
90  3rd line . . . certainty uncertainty.
fo1  Lastline ... Thefollowing table shows  Tables Nos. 19 and 20 (on
s . the previous page) show
105 1st line, last word ... Wherehouses .o warchouses
119 Last column ... e +59,49 59,46
216  Table No. 34 Total after Item No. a5 .82
289 Item No. 7 400 n.a.
291 4th line ... as heavy in our case as heavy as in our case
291 Item No. xii ... ... Umbarellas Umbrellas.
Footnote, 2nd line, 12th word ... proper’ poorer
467" 9th line, 3rd word ... beging begin
474 Marginal heading «+ - .. Foreign Aid loans recelved Foreign aid and loans
* received
483 Quotation, 7th line 11th word ... ,however . However
1 Marginal heading ... Indecent Inherent
73 Marginal heading v ... scrating scrutiny
80 4th line .. e ... Schme Scheme
112 3rd line e . ... hereself herself
116 5th line, 1st word ... recomended recommended
266 ° 2nd line Add “(para 306)” at the end
169  3rdline ... Add “(para 311)”  attheend
170 3rd line ... Add “(para 315)” at the end
174 3rdline ... Add “(para 319)”  attheend
176 6thline ... Add <(paras 324
and 325)” . at the end
227  Sthline, 10th word If In
231 Add ¢(para 432)"  at the end
238 Marginal heading e ... Planning Sub-Committees Planning Sub-Commissions °
2 Heading and 2nd and 9th lines ... Secretarianism Sectarianism
2 Item No. 6 ... Suggeted Suggested
2 12thline . . ... three third
6  24thline ... about251bs above 25 counts
Footnote, 4th line e ... (40—54-20 (40—254-20)
APPENDICES
6 Marginal heading o ... Conversive Conversion.
National Highways, 7th line ... Rs, 616,426,000 Rs. 161,642,600
Canada: para: 3, item No. 1 ... structure Vee structural
Ttems 1-4 ... § $




REPORT

OF THE

ECONOMIC APPRAISAL COMMITTEE

November 1952
(Reviewed : February 1953)

COMPOSITION OF THE COMMITTEE

Chairman

The Honourable Mr. Fazlur Rahman, Minister for Economic Affairs.

Members

1. Mir Laik Al
2. Mr. Zahid Husain, Governor State Bank of Pakistan.

3. Mian M. Afzal Husain, Ex-Chairman, Pakistan Pubhc Service
Commission.

4, Mr. Ghulam Faruque, Chairman, Paklstan Industrial Development
Corporation.

5. Mr. Mohemedali Habib, Managing Director, Habib Bank I.td.

6. Mr. Mirza Ahmad Ispahani, Director, Pakistan Industrial Deve-
lopment Corporation.

* 7. Mr. Muazzamuddin Hosain, Chairman, Agricultural Development
Finance Corporation.

8. Mr. A, F. Atwar Husain, Head of the Department of Commerce,
Daceca University.

Secretary

Mr. A. Rashid Ibrahim, Deputy Secretary, M1n1stry of Economic
Affairs.



Letter of Transmittal
* x % %

ECONOMIC APPRAISAL COMMITTEE
’ CoMMITTEE RooM,
Brock No. 90,
CENTRAL SECRETARIAT.
Karachi, the 23rd November, 1952.
To
The Secretary to the
Government of Pakistan,
Ministry of Economic Affairs,
, Karachi.
Sir,
In terms of the Government of Pakistan Resolution No. 2 (21)-PG|52, .dated the
20th August, 1952, constituting a Committee to review the economic conditions pre-
vailing in the country in order to determine the measures which should be taken to

reinforce its economy, I submit herewith, on behalf of the Committee, its Draft
Report to the Government of Pakistan.

2. The Committee has practically completed the task assigned to it, but has not
yet been able to reach final conclusions on some questions. The Committee hopes to
resume its deliberations in the fourth week of December, 1952, and submit its Report
soon thereafter.

Your obedient servant,

(A. RASHID IBRAHIM).
Secretary to the Committee.

Second Letter of Transmittal
% * * *

ECONOMIC APPRAISAL COMMITTEE

CoMMITTEE Roowm,
Brock No. 90,
CENTRAL SECRETARIAT.

- Karachi, the 20th March, 1953.
0

The Secretary to the
Government of Pakistan,
Ministry of Economic Affairs,
Karachi.
Sir,
With reference to my letter dated the 23rd November, 1952, f
Report of the Committee, I submit herewith, on behalf of the C
Report to the Government of Pakistan.

) 2 For certain unavoidable reasons, the Committee could not resume its delibera-
tions in December 1952 as ori

Lions ginally expected and reconvened only on 26th January

orwarding the Draft
ommittee, its final

.. . 3. The Reports of three Working Groups appointed by the Committ t i
(i) international commodity agreements, (ii) invisiblesy and (iii)1 oigalfisgﬁ:)idgg
gépG. 1;S & D., will be forwarded later, and will constitute annexures to the Committee’s
ort.

Your obedient servant,

e
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vB. ' TABLE OF EQUIVALENTS

1 crore

1 lakh

1 million
1 rupee

1 dollar

1£

1 Indian rupee
1 maund

11b.

1 ton

1 acre

1 bale

= 100 lakhs=1C million.
= +01 crore = *1 million.
= ] crore = 10.lakhs,

= -306 dollar (30-22 cents) = ‘10793 £ ~42s..2d.).—= 1-44
Indian rupees.

= 3-3 rupees.
= 9-27 rupees. )
= 7 Pakistani rupee.

= ~4Q seers = B2:27.1bs. = “~367ton.

= 012 maund = *49 seer.

= 20 cwts. = 2240 1bs. = 27°2 maunds.
= 4840 sq. yards.

= x400:1bs;:roughly.

C. ABBREVIATIONS USED

Central Board of Revenue,

Central Statistical Office,

Director of Commercial Intelligence.

Directorate General, Supply and Pevelopment,

Economic Adviser’s Officer.

Economic Commission for Asia and the Far East.

Economic and Social Couritil.

East Pakistan.

Food and Agriculture Organisation.

International Monetary Fund.

Not available.

Open General Licence.

Pakistan Industrial Development Corporation.

State Bank-of Pakistan.

Technical” Co-opetation Administration (of UY Sf-“Govern-
ment).

West Pakistan.

Not applicable (or insignificant).
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Area—

. BASIC DATA ABOUT PAKISTAN

Total 365,907 square miles (23-42 crore acres).
W.P. 311,406 square miles (19-93 crore acres).
E.P. 54,501 square miles (349 crore acres).

(Distance between W. P.

Population—(1951 Census)—

Total 7,58,42,000.

W. P. (Density 108 per s
E. P. (Density 772 per s

and E. P.—nearest points—About 1,000 miles).

quare mile).
quare mile).

Labour force (civilian)}—(1951 Census)—
{

Total 2,19 lakhs.

Agricultural 1,69 lakhs (W.P.—62 lakhs ; E. P.—107 lakhs).
Non-Agricultural 50 lakhs (W.P.—28 lakhs ; E. P.—22 lakhs).

Monetary unit—

Pakistani Rupee = 25, 2d =

$ -3 = 1-44 Indian rupees.

National income—(1948-49 estimates)—

Total

Agricultural production
Industrial production
Other sectors

1,692 crores. Per capita Rs. 230 or $ 69,

1,171 crores.
13 crores.
508 crores.

Area under cultivation—(1951-52)—

Total 5:40 crore acres.

Rice 2-:25 crore acres.
Wheat 1°02 crore acres.
Jute + 18 crore acres.
Cotton ‘34 crore acres.

Electric power production—(August 1952)—

Total 2,19,81,791 Kilowatt hours.

Steam 1,28,34,323
Diesel 40,34,418
Hydel 51,13,050

Communications—(1950)—

Railways
Roads

»
”

kil

6,982 miles.
71,233 miles.

Inland waterways (East Bengal)—2,670 miles.

Literacy—(1951 Census)—

Percentage of population 13-5

Health—

Expectancy of life...About 27 years.

( viii )



11. Central Budget—(The fiscal year is April to March)—
(In lakhs of rupees.)
1950-51 1951-52 1952-53

(actuals) (revised (budget
estimates)  estimates)

Revenue ... . 127,73 140,56 124,89

Expenditure met from revenue 124,75 139,90 124,51

Surplus/deficit on revenue account -4-2,98 +-66 438

Capital expenditure ... 25,69 65,51 56,36

12. Public Debt—(As on July 31st 1952)—

Total Rs. 131,49 lakhs
Central Government ... ’ 110,18 T,
Provincial Governments » 21,31 '

13. Foreign Exchange Budget—(The foreign exchange year is July to June)—
(In lakhs of rupees.)
1949-50 1950-51 1951-52

Receipts ... 94,85 247,15 240,61

Payments ... . 129,82 189,49 287,90

Errors and omissions. . +3,50 - -5 +93

Surplus/Deficit —31,47 +57,61 —46,36
14. Administrative Units— Area

(in square miles)
Governor’s Provinces—

East Bengal 54,501
Punjab 62,987
Sind ... 50,443
North West Frontler Province (N. W F.P. ) ... 13,815

Centrally Administered Areas—

Baluchistan 52,900
Karachi 812
Tribal Areas 27,242
States—
Bahawalpur 15,918
Khairpur 6,050
Baluchistan States Umon (Kalat Las Bela, Mekran and Kharan) 81,239
Chitral s 4,000
Dir 3,000
Swat ... 1,800
Amb .. 174

“ (ix)



INTRODUCTORY -

The Economic Appraisal Committee was appointed by the Government’ of
Pakistan on 20th August, 1952, under their Resolution No. 2(21)-PG152 published
g{l the Gazette Extraordinary of 21st August, 1952 (reproduced in Appendix

o. 1),
2. The appointment of the Committee was %onsidered necessary by the
Government of Pakistan in view of the world economic recession and its reper-
cussions on the economy of Pakistan, which called for a comprehensive review
of the economic situation in the country, as a basis for thé determination of
measures which should be‘ taken to reinforce the economy and to ensure that
the pace’of development in the country was not retarded by the economic reces-
sion and that the objective of raising the standard of living of the people in the
shortest possible time was not affected adversely.

3. The detailed terms of reference ofrthe Committee were :(—

(1) To assess thé economic conditions of Pakistan and to recommend
ways and means fer increasing the productive capacity and
_ foreign exchingé earnings.
(2) Toreview the fiscal, tariff, trade and industrial policies from the
* standpoint of development and increased production so as to
stabilisé the country’s economy on a long-term basis.

(3) To review the financial and material resources available for
d'evelopment during the next five years.

(4) To review the development, schemes already approved or under
preparation and make fecommiendations regarding individual
schemes and the overall pattérn ¢f economic déve’lopmen% to be
underthken durihg the next five years.

Note :-—This review should covér the schémes of' ‘Central Provincial and State Governments, Ths
activities falling urid r thé private sictor of” the National Plan‘$hould also be reviewed.

(5) To recbmmend priorities for projects récommended for execu-
tion durmg the next five years. The: fixation of priorities should
keep in view the effect of a scheme ‘in ralsmg earnings or sang
expenditure of foreign exthange. s

(8)' To review the progress made so.far in the execution of develop-
ment schemes,. especially in the field of agriculture and industry,
and to make recommendations to ensure the acceleration of exe-
.cytion and the- attaihment of full productive eapacity.

4, The composition of the Committee was :

Chairman. )
The ‘Honourable Mr. Fazlur Rahman, Minister for Ecanomic Affairs.

Members.
. Mir Laik Ali.
.. Mf. Zahid Husain, Govérnor State Bank of Pakistan.
Mian Afzal Husam,, Ex-Chalrman Pakistan Public Service Comm1551on
Mr. ‘Ghulam Farique, Chairmah, Pakistin Industrial Development
Corporation.
. -Mr. %\\gohemedah Habib, Managing Dlrector Habib Bank Ltd.
Mrc irza Ahmad Ispahani, Director, Paklstan Industrial Development
Orporatlon
. Mr. Muazzamuddin ‘Hosain, Chaifman, Pakistan Agricultural Developmént
Finance Corporation,
. Mr. A. F. Atwar Hdsam Head of the Department of Commerce, Dacca
University-

© =3 ';5»?:1 OO

Secretary,.
Mr. A. Rashid Ibrahim, Deputy Secretary, Ministry of Economic Affairs.

(xi)



5. The Committee was requested to submit its report as soon as possiple
to: enable the Government to consider its recommendations and 'take’ suitable
measures expeditiously:

6. We held ouyr first meeting on 29th August 1952, which was addressed
by the’ Prime Minister 'of Paklstan who -assured us of the fullest co-operation
and assistance on the part of the Gover ent e d prom1sed prompt considera-
tion and implementation of our recommendatl

7. On examination of the terms of reference; we found that they
were of such a comprehensive character and so wide in scope, that very consi-
derable data would be reauired before the problems involved could be g1ven
adequate consideration. We drew up an outline of our requirements but in view
of the urgency attached to our deuberations, proceeded immediately to con-
sider matters which could be discussed w1thput awaiting detailed information.

8. We held almost daily meetmgs from thé beginning of September, 1952.
To consider éertain problems.requiring more detailed examination, we appointed
a number of Sub-Committees and Working Groups. We had to adjourn for a
fortnight in the first week of October, 1952 on account of the annual meeting
of the Muslim League Council and resumed our sittings on 20th October, 1952.
On 23rd November, 1952, i.e., in less than thrée months from the date of our
first meeting, we submitted a Draft Report to the Government which practically
covered the entire scope of our enquiry. This was done in order to enable the
Government to take into consideration our recommendations before framing
the Budget for 1953-54. However, conclusions had not been reached on
some questions and we had to ad;]ourn again on account of the Common-
wealth Prime Ministers’ Conference. We could meet again only from 26th
January 1953 after a lapse of over two .months, and finalised our Report on
14th February 1953. We availed ourselves of this opportunity to bring the con-
tents of the Report up to date as far as possible, and to take note of further deve-
lopments during the interval. Mr. Mohemedali Habib could mot take part in
the deliberations of the Committee after 27th October 1952 and we regret that
we were thus.denied the benefit of his advice. The other Members attended all
or most of the meetings of the Committee. ya

9. We considered over 200 documents and memoranda submitted by the
Central and Proyincial Governments at our instance. We take this opportunity
of expressing our deep appreciatiori of the manner in which the various Minis-
tries: of thé -Central Government and the Departments of Provincial Govern-
ments responded to our requests. Notwithstanding their preoccupation with
normal work, they furnished the information required with speed and diligence.
Without this cooperation we could not have completed our task in the time
available to us.

10. We had the benefit of the views expressed in the Interim Report
(January 1952) of the Agricultural Enquiry Committee presided over by Lord
Boyd Orr. We also profited by the Report of Mr. Colin Clark, the Australian
economist who visited Pakistan in May—July 1952 and studled our economic
problems. The Report of the Export Promotion. Commlttee abpointed bv the
Mihistry of Commerce (September 1952) was also'made available to us and we
had the opportunity of reviewing its recommendations.

11. In the course of our deliberations we examined a number of wit-
nesses, official and non-official. The: Chairman of the Committee held a special
meetlnq Wlth the representatives of the chambers of commerce and assoc1at10ns

(xu) C
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of trade and industry. at.Karachi and invited their views and suggestions. The
views of mofussil commercial and industrial organisations were secured through
correspondence.

12. The structure of our Report does not strlctly follow the terms of
reference, as the latter overlap each other. After a general survey of the econo-
migisituation, a study has been made of the urgent problems: of the- balancé of
trade, the balance of payments and food shortage. The long-term remedies to be
found in increased agricultural and industrial production have been discussed
thereafter, followed by a brief reference to other sectors of development. A
general review of development projects has been given and the problem of targets
has been considered. Finally, an appreciation of the financial resources is made
and ways and means are suggested for meeting the total needs. The conclusions
and recommendations have been summarised at the end. (

13. We wish to record our deep appreciation of the able manner in. which

I

our Secretary, 'Mr. A. Rashid Ibrahim, has handled his very difficult task. We
are also pleased to express our gratltude 4o his staff who had to work hard and

long hours.
%8 ler @vﬁ\}-—a (FAZLUR RAHMAN)
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CHAPTER L

REVIEW OF ECONOMIC SITUATION
Section 1.—Review of.foreign trade

1. The five years since the Partition of the Indo-Pakistan sub-continent have Economic
been full of strains and stresses for Pakistan. With an.economy based largely recessiof.
on the export of agricultural raw materials and the import of manufactured
goods, she is naturally sensitive to changes in world economic conditions and
particularly to the level of production and consumption in'the industrial coun-
tries. Besides, the production of our exportable commodities is subject to
seasonal hazards. Internal consumption of raw materials must necessarily
remain limited in the present state of our development and there is always the
possibility that a larger production of particular commodities might lower the
prices obtainable in world markets. Unfortunately, economic recession in the
world occurred before development in Pakistan had advanced sufficiently to be
able to withstand its shock. It hit hardest the textile industry which consumes
our major commodities, viz., jute and cotton. The recession has been severe
but with determination and proper planning, its éffects can be overcome.

2. Pakistan emerged from the Partition with valuable resources in raw Develop-

materials, principally jute and cotton, which were unlikely to-go out of demard. ?:S:tsx::lncc
However, she faced many economic difficulties. The whole economic life had
been dislocated by the Partition and the situation was aggravated by the large
influx of refugees. The new country was short of essential commodities like
cloth, coal, iron and steel, and was denied access to the nearest market in India.
New internal trade routes had to be fashioned towards the ports and new con-
tacts established with traders abroad. Banking and insurance facilities had to
be developed. Howewer, efforts in these directions had advanced so much that
when a majority -of the world’s currencies were devalued two years after the
Partition, Pakistan found herself able to maintain the external value of her
rupee in terms$ of dollar and gold. Though this decision was severely tested
not only by countries holding genuine doubts about its permanence but also by
the sustained refusal of recognition by India, it was maintained. This cheap-
ened imports and helped to check inflation.

3. The outset of war in Korea restarted the seller’s market which, after Korean War
persisting from the end of World War II, had shown signs of subsiding ; and and after.
this time, prices of raw materials rose higher and faster than those of manu-
factures. Consequently they had to swing back further when the frenzy of
buying gave way to mdére regulated purchases again. The influence of the
Korean war has perhaps been overstated in -the ease of Pakistan’s cotton.

Fears of an excessive surplus led to restrictive measures in U.S.A. in 1950, which
were designed to reduce the cotton crop from 16 million bales to the region of
12 million, -Adverse seasonal factors, howewer, produced a decline to 10 mil-
lion bales. This loss of 6 million bales, or 20% of the normal world crop, in
a single se¢ason was in itself enough to shake the cotton markets of the
world, even without any Korean War, and did in fact do so. The im-
portant points for Pakistan are that the quantitative demand for her products
should be firm and that the prices of the goods she has to import should
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be in reasonable relation to the prices of raw materials. There does not seem
to be any indication of failure on either of these points and so it can be con-
cluded from a long term point of view that the inherent strength of the country
in the sphere of foreign trade, within the limitations of its present type of eco-
nomy, is unimpaired.

4. The following table shows the balance of trade on private account.
Reference to imports‘on Government account is made in para. 8 (page 5). As pay-
ments for Government imports are at present not shown in the foreign exchange
accounts separately from other Government payments (e.g., on account of Diplo-
matic Missions abroad) and the Customs authorities do not maintain a full record
of Government imports, it is not possible to work out an accurate balance of all
exports and imports :

Table No. 1.—Balance of trade on private account*

(In lakhs of rupees.)

Exports Imports Balance
January—June 1948 (half-year) 41,66 10,03 31,63
July 1948—June 1949 80,46 75,58 4,88
July 1949—June 1950 ... 86,96 74,93 12,03
July 1950—June 1951 2,30,76 1,27,29 1,03,47
July 1951—June 1952 2,18,69 1,92,67 26,02
Total** ... 6,58,53 4,80,50 1,78,03

(Source : S. B. P.)

* This table has been compiled from the published figures of the State Bank of Pakistan. The exchange control
with India was introduced only on 27th February 1951 and the table therefore does not include the figures of trade
(exports and imports) with India before that date. It also does not include the figures relating to Afghanistan, Nepal
and Tibet but the level of trade with those countries was negligible, The figures of trade on private account
with India as compiled from Customs returns are given below :

(In lakhs of rupees.)

Period Exports Imports Balance
January—June 1948 (half year) (This includes only sea-borne trade 7,13 9,57 —2,44
‘between April and June).
July 1948—June 1949 (This covers sea-borne trade plus land- 1,04,38 40,67 +63,71
borne jute exports).

July 1949—June 1950 31,78 29,10 +2,68
July 1950—February 1951 ... 27,90 17,51 +10,39
Total 1,71,19 96,85 +74,34

On the whole, there was a favourable balance of trade on private account with India of about Rs. 74 crores.
The total figure of surplus given in Table No. 1 would therefore be about Rs. 250 crores.

** The figures for July—December 1952 are :

¢ Exports Imports Balance
60,91 ° *76,70 —15,7%

2



The most striking point in these figures is the consistent surplus. This is readily*
explainable in the first period when the flow of imports had not-been activated ;
but it is significant that this surplus should persist when imports were being
freely stimulated to stock the country. The rise in. cotton prices magnified the
surplus in 1950-51 ; but even in the year 1951-52, which has been widely regarded
as discouraging, the trade balance on private account was favourable.

5. The following statement shows the level of exports and imports in respect Diversifica-

of the more important countries trading with Paklstan : ‘radef’f

Table No. 2.—Exports and imports on private account, by countries*

(In lakhs of rupees.)
July 1950—June 1951 July 1951—June 1952
Country
Exports Imports Exports Imports
Dollar Area
Canada 67 79 10 1,31
U.S. A, 15,90 9,46 5,26 11,88
Others 11 o 36 1
Total 16,68 -10,25 5,72 13,202
Non-Dollar Area

Argentine 2,12 81 11
Belgium 8,52 2,59 6,22 4,61
Germany 13,62 3 37 10,71 6,31
Japan 33 31 23 18 21,95 46,72
Switzerland v 94 10 1,21
Australia 5,61 41 1,07 78
Ceylon 1,68 2,69 60 3,24
China 8,85 8,68 25,40 2,34
Czechoslovakia 1,84 1,30 2,16 90
France 17;01 2,73 17,24 2,43
Hong Kong 12,44 4,69 5,34 4,41
Iran 8 6,10 5 1,88
ITtaly 15,18 7,92 13,12 11,59
Netherlands 2,62 1,83 2,13 2,06
Spain 4,48 58 2,42 1,30
U.S.S.R. 1,00 70 2,15 11
United Kingdom ... 32,03 37,78 27,98 39,94
Poland 4,75 80 6,07 52
Indian Republic ... 55,63 21,56 37,56 34,67
Others e 17,44 6,90 11,88 20,33
Total ‘2,38,21 1,44,16 1,94,96 1,85,36

Grand Total 2,54,89 1,45,00 2,00,68 1,98,56

(Source: C.S.0.)

A deliberate policy of diversification of trade was adopted by the Government.
Whereas in 1948-49 there were only four countries each having trade exceeding
Rs. 10 crores with Pakistan and together accounted for 77% of the total trade, in
1949-50 the number increased to seéven covering 64% of the trade, and in 1950-51

* This table, compiled by C. S. O., is based on returns submitted by the Customs authorities. The totals will not
tally with the totals shown in Table No. 1, because the latter represent actual credits or debits to the foreign ex-
change account maintained by S. B. P, There is a time lag between exports dnd realisation of foreign exchange
earnings. In.thé case of imports, the foreign exchange expenditure may be incurred before or after the goods have been
received at the ports.
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to ten accounting for 83% of the trade. Inr 1951-52, there were nine* countries
sach having trade exceeding Rs. 10 crores with Pakistan, covering 82% of the
total trade as shown below :

Table No. 3.—Countries with trade level exceeding Rs. 10 crores in 1951-52."

(July—Juns y=ar) (In lakhs of rupees)
Value of | Percentage

Country . trade  |oftotaltrade
India 72,23 18
Japan 68,67 17
United Kingdom ... e 67,92 17
China ... 27,74 7
Italy 24,71 6
France ... e e ees 19,67 | 5
U.S.A. ... 17,14 4
Germany ... 17,02 4
Belgium ... e 10,83 3

(Source: C.S.0.)

6. While the prices of our exports have fallen sharply during the last nine
months, the prices of our imports have not come down in the same proportion.
Thus the terms of trade are at the moment, comparatively, unfavourable to
Pakistah. It may be added, however, that the prices of cloth and yarn which
constitute the heaviest item of imports have shown an appreciable fall.

Section 2,—Foreign exchange position

7. Since the Partition (during the period January 1948 to June 1952), the
exports on private account contributed Rs. 6581 crores to the foreign exchange
account. The “invisible exports” (“Other receipts” in the following table)
i.e., foreign exchange earnings otherwise than through the export of commo-
dities, were Rs. 70 crores. The imports on private account cost Rs. 481% crores
and the imports on Government account and other external payments by
Government Rs. 204 crores. The “invisible imports ” (“ Other payments” in
the following table) i.e., foreign exchange expenditure otherwise than on
imports of commodities, were Rs. 92 crores. The overall balance of payments
was minus Rs. 52 crores. Details, by years, are given below :

Table No. 4.—Balance of payments.

(In lakhs of rupees)
IR Receipts Payments ]
Imports
. Imports | and other
Period Other on payments | Other Balance
Exports receipts Total private |on Govern-| payments Total
account ment

= N account

January—June 1948 41,66 3,00 44,66 10,03 10,44 2,51 22,98 +21,68
(half year).

July 1948—June 1949 80,46 20,42 1,00,88 75,58 56,43 14,41 1,46,42 —45,54
July 1949—June 1950 | -« 86,96 7,89 94,85 | 74,93 34,02 20,87 1,29,82 —34,97
July 1950-June 1951 2,30,76 16,39 2,47,15 1,27,29 43,32 18,88 1,89,49 -+57,66
July 1951—June 1952 2,18,69 21,91 2,40,61 1,92,67 59,80 35,44 2,87,90 —47,29
Total** 6,58,53 69,61 7,28,15 4,80,50 2,04,01 92,11 7,76,11 —48,46
Adjustment for errors and omissions ~3,53,
Net deficit ’-.T—;I,T9

_(Source : S.B.P.).

* The value of total trade with Hongkong was almokt Rs. 10 crores (Rs. 9.75 érores); and
thus the number of countries with trade level exceeding Rs. 10 crores was practically 10.

t If trade with India is included, the figures will be Rs. 830 crores (exports) and Rs. 577 crores (imports).
1 The figires for July—December 1952 (half-year) are given in the footnoce on next page.,

4




8. Over the whole period, we get the following abstract, of account

Exports .
Invisible receipts

Imports on private account
Imports on Government account and other payments ...

Invisible expenditure

.

Net deficit in balance of payments

(In crorcs of rupees.)

6,58
70

7,28
4,80
2,04

92

7,76
—52

Total

Total

ase e s ven ]

As foreign exchange expenditure on Government account is nof classified
in the same way as expenditure on private account, exact figures for various

items in respect of each year are not available.

As explained earlier, ‘even a

broad division into expenditure on Government imports, and Government pay-

ments made otherwise, is not possible.

However, a very rough estimate for the

entire period is given below :

Table No. 5.—Government imports and other payments on Government account.

(In crores of rupees.)

1. Coal (a) 23
2. Oil») 10
3. Foedgrains (c) 14
4. Sugar (¢) 51
5. Salt (¢) 1
6. Defence stores (d) 83
7. Payments on account of Diplomatic Mission abroad {(e) ... 4
8. Other Government imports and expenditure abroad<{f) 18
Total 204
Note 1. (a) Figures supplied by the Coal Commissioner.
® ., » D.G.S. &D.
(¢) ' ' Ministry of Food and Agriculture.
@ » Ministry of Defence.
@ . . Ministry of Foreign Affairs and Commonwealth Relations, (based on

fiscal year 'expenditure).

(f) This figure has been arrived at simply by deducting the total of the items Nos. I to 7 from the total
known figure (204) of ‘ Government imports and other payments on Government account ’. It
would include imports by D. G. S. & D., other than oil, by the Railway Division and by Posts &
Telegraphs Department, figures for which could not be obtained.

Note2.  As thg figures are not based in all cases on ‘actual expenditure © booked * by the accounts officers concerned,
no reliance can be placed on them.
__"1-3' e . . - g LY >
1 The figures for July-Dzcembzr 1952 (half-year), vide footnote on previous page are :
Ly Receipts Payments
J Imports
Imports | and other
on ‘payments . Balance
Exports °|  Other Total private |on Govern-| Other “Total’ y
receipts account ment, ‘payments,
" account . .
60,91 8,65 62,56 76,70 27,35 13,02 117,07 —47,51
Adjust for errors and omissions —78
Net deficit . Cape ~48,29

Imports on
Govern-
ment
account.



lavisibles. 9. The drain on foreign exchange from invisible imports is excessive,
mainly on account of the undeveloped character of our shipping, banking and
insurance services. For the period in question, the total was Rs. 92 crores and
net (taking into account invisible receipts) Rs. 22 crores. For the year July -
1951—June 1952, the corresponding figures were Rs. 35.44 crores and 13.53
crores.

Element of 10. There are two points of interest to be noted before leaving these statis-
?f;éztfn tics of trade and balance of payments. TFirst, exports are made almost entirely
g:‘yﬁgtgf on private account, and represent over 90% of foreign exchange receipts. Im-
" ports are madé both on private and Government account and the former repre-

sent about 2|3rd of foreign-exchange payments. The following table gives the

figures for each year :

Table No. 6.—Commercial exports and imports (excluding trade with
India before 2Tth February 1951).

Exports as Imports as
percentage of percentage of
Period all foreign all foreign
exchange exchange
receipts expenditure
January—June 1948 (Half year) 93 44
July 1948—June 1949 80 52
July 1949—June 1950 ‘92 58
July 1950—June 1951 93 67
July 1951—June 1952 91 67
Total (From January 1948 to June 1952) 90 62

(Source : C. S. O.)

g:;fg‘ggt:gy 11. The second point to note is the distribution of the deficit among the
arrency ~ various currency areas. This is significant because, as a member of the sterling
areas. area, Pakistan is expected to restrict her dollar expenditure to the minimum

possible. The following table shows the position :

Table No. 7.—Balance of payments by currency areas.

(In lakhs of rupees.)

Period Sterling India* Dollar | Other | rotay
January—June 1948 (Half year) e s +93 e —1,95 +22,70 +-21,68
July 1948—June 1949 . . —46,03 - —11,37 411,86 —45,54
July 1949—June 1950 e e e —35,45 e : —8,98 +9,46 —34,97
July 1950—June 1951 —25,36 +15,80 —8,07 +75,32 +57,69
July 1951—June 1952 —56,01 +24 —25 87 34,32 —47,32
Total ... —161,92 416,04 -—56 24 + 153,66 —48,46
Adjustment for errors and omissions —3,53
Final tofal} —51,99

. (Source : S, B. P.)

*The figures do not reflect the entire volume of transactions with India before 27th February 1951 when the exchange
control with India was introduced.

1The figures for July—-December 1952 are :—
Sterling Area  India  Dollar Area  Other countries  Total

—34,86 —5,61 —4,58 +-2,46 —47,51
Adjustment for errors and omissions —78
Final total —48,29



Although Pakistan had a deficit with the dollar area, she had a surplus with Balance of
the European Payments Union (which came into being in July 1950). While with E.B.U.
she over-draws dollars from the central reserves of the sterling area, she helps
. to reduce the area’s deficit with the E. P. U. which has to be paid for in gold or

dollars under certain circumstances.*
Table No. 8.—Balance of payments with E.P.U. countries (excluding U.K.)

(July—June year) (In lakhs of rupees.)
Total
1950—51 1951-52 (Two years)
Receipts 64 19 59,83 124,02 ‘
Payments 21,81 37,85 59,66
Balance 42,38 21,98 64,36

(Source : S. P. B.)

Against a surplus of Rs. 64.36 crores with the E. P. U. we had a deficit of
Rs. 33.94 crores with the dollar area in the corresponding period. Our total
dollar deficit for the period January 1948 to June 1952 amounted to Rs. 56.24
crores.

12. Under the Partition settlement, Pakistan received a share of the gold, E;l;'rvneaél
dollar and sterling balances of the Government of undivided India. The
changes in these reserves, which reflect both the'draw on initial balances and the
excess of current expenditure ovefr current earnings of foreign exchange, are
shown below. In addition to these reserves, we hold Indian securities of the
value of Rs. 14.82 crores.

Table No. 9.—Gold, dollar and sterling reserves.i
(In lakhs of rupees.)

Total Change from
Date rupee previous
value balances
Half-yearly—
June 30, 1948 . 51,79
December 31, 1948 1,41,61 89,82
June 30, 1949 . 1,65,51 —23,90
December 31, 1949 98,02 —67,49%
June 30, 1950 ... 95,85 —2,17
Quarterly—
September 30, 1950 ... 87,07 —8,78
December 31, 1950 94,16 +17,09
March 31, 1951 1,38,16 +44,00
June 30, 1951 ... 1,51,31 13,15
September 30, 1951 1,49,00 —2,31
December 31, 1951 1,48,17 —83
March 31, 1952 1,33,50 —13,68
Monthly—
June 30, 1952 ... 1,04,57 —29,92
July 31, 1952 ... 87,16 —17,41
August 31, 1952 77,21 -—9,95
September 30, 1952§ ... 66,23%* —11,98

(Source : Ministry of Finance).

° 2‘Payments were made in gold by UK. in certain months of 1951 and in the months of January to September
1952.

*#* Includes 12,70 crores in gold, Rs. 1.53 crores in dollars (with authorised dealers) and Rs. 52 crores in sterling of
which £ 12.6 million is in No. 2 Account i.e., blocked sterling.

T Gold and sterling assets due from Reserve Bank of India on account of Pakistan’s share
under the Partition settlement were received from time to time between 1948 and 1950 and
amounted to Rs. 197.36 crores. These reserves include Rs. 3.45 crores representing gold and
sterling securities still held by the Reserve Bank of India. Apart from these reserves, Rs. 11.96
crores were received from India under the two Payments Agreements in force with that country
prior to 27th February 1951,

iRs. 43,30 lakhs is on account of depreciation of sterling and other assets.
§The figures for December 31, 1952 is Rs. 60.61 crores.
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Section 3.—Review of exporis

13. During the period between January 1948 and June 1952, jute ahd cotton

"together were responsible for approximately 86% of total eXport earnings, edch,

contributing nearly the same percentage viz. 43%. Wool earned 4%, hides &
skins 4%, and other. exports, the balance. These figures exclude ‘ the
transactions with India before 27th February 1951. However, it makes little
difference to the percentage of earnings from cotton which run at much the
same figure before and after that-date. Jute, on the other hand, contributed
40% by the end of 1950 but with the inclusion of Indian purchases, has been
running at 45% of total export earnings. '

14. The following statenrent shows the exports of jute :

Table No. 10.—Ezxports of jute.

(July—June year) (In lakhs of bales.)
-Exports
Year o
. ther
India countries Total
1948-49 41.32 19.17 60.49
1949-50 16.54 17.28 33.82
1950-51 24.67 41.20 _ 66.67
1951-52 16.44 £ 32,050 ¢ 48.48

(Source: C. S. 0.)

15. Jute is on O.G.L. for the dollar area and freely licensed for the non-
dollar area, though destinational quotas are imposed. The outstanding fact
in the above Table is that whereas 68% of our jute went to India in the first
full year after the Partition (1948-49), only half of that figure (33%) went
last year. Following India’s refusal soon after the Partition to lift agreed
quantities of jute and cotton and her denial to give us the agreed quanti-
ties of essential supplies, it has been the policy of the Government of Pakis-
tan to diversify trade and to encourage its widest spread throughout the
world. The devaluation of sterling and other currencies and Pakistan’s deci-
sion not to devalue her rupee, brought about a crisis in the jute trade. India
stopped her purchases altogether, and other purchasers, notably in the U.K. and
other European countries, also decided to pause in the hope that either Pakistan
would devalue in a short time or with India out of the market, there would be
a steep fall in prices. The Government took emergency measures to stabilise
the position in the short-term, and introduced a price support scheme (minimum
price of white jat bottom variety was fixed at Rs. 23 per maund) to safeguard
the interests of the jute growers. Simultaneously, steps were taken to secure
factual basis for the formulation of long-term policies on the assumption that
jute had a place in world trade so long as its regular supply was assured from
year to year, both in quality and quantity according to world requirements -and
at reasonable prices. The Jute Board was created in October 1949 under a
special Jute Ordinance. It was made responsible for operating the support
scheme, and was further directed to make investigations into all aspects of jute
trade such as acreage, baling facilities, finance, marketing, manufacture and
research. The implementation of the recommendations made by it continues
in a progressive manner. The main feature of domestic policy has been to
strengthen the position of the jute grower and provide him with facilities on
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cooperative lines for the holding of his jute and means for sorting, baling and
marketing. Externally, consumption of jute in countries other than India is
now aimost double of what it was in 1948-49. .

16. The following statement shows exports of cotton :

Table No. 11.—Exports of raw cotton.

(July—June year) (In lakhs of bales.)
Exports
Year. India 28; gterrl es ’ Total
1948-49 ... 3.47 4.58 8.05
1949-50 ... 0.21 9.39 9.60
1950-51 ... 13.72 13.72
1951-52 ,. 10.95 10.95

(Source : C. S. O.)‘

The export of cotton is regulated by the issue of export licenses to
individual shippers but without any restriction as to destination. The
Partition of the country seriously disturbed the acreage and quality of
cotton but the position was quickly recovered and has since improved. Prior
to the Partition, cotton trade was mainly in the hands of Indian or other foreign
merchants, and steps were taken not only to ensure exports in a smooth and
uniform manner but also to provide opportunities for Pakistanis to participate
in the trade in a substantial measure. The 1950-51 season registered a fall of
+ approximately 6 million bales in the U.S.A. cotton crop. This occurred at a
time when world demand was rising and, in common with other world markets,
brought about instability in the Karachi market. The position was controlled
by an adjustment of the export duty which proved to be of considerable benefit
to the Government revenues. However, severity of fluctuations in price left
behind a feeling of uncertainty which continued into the next season. There
is some inherent weakness in the cotton trade as many traders lack adequate
finance to tide over the recessions in demand and this provides the foreign
buyers an opportunity to further depress the market. To bring about stability
in the trade and to keep a continuous watch on its operations, the Cotton Board
was created in December 1951 under a special Cotton Act. It was required to
studv conditions of the entire cotton trade in all its stages and devise measures
to bring about an improvement in the quality of cotton and ensure its most
advantageous disposal. To create steadiness in the internal market, a
- price support scheme was introduced in March 1952 (the minimum price of
289 F-RG variety was fixed at Rs. 90 per maund). The operation of the support
scheme involved some adjustment in export prices which were permitted by the
Cotton Board, the losses being borne by it.

17. The export of wool is on O.G.L. Statistics about this-commodity are
somewhat unreliable as some of the flocks of sheep are nomadic and cross. in-
ternational borders. The export surplus is generally taken as running between
25 and 30 million 1bs., mostly carpet wools. Complaintsin foreign markets about
uneven quality and failure to give guaranteed yield are being met by the grading
scheme which has been introduced very recently. Pakistan exporters put them-
selves at a disadvantage by their fondness for consignment business. This has the
attraction of requiring very little finance and storage but it can be disastrous on a
falling world market, as traders found to their cost in 1951. The possibility
of establishing local auctions is under investigation. -

9 S

Cotton,

Wool.



Hides & 18. Export of cow hides and sheep skins is on world O.G.L. but export of

skins. goat skins is on O.G.L. for the dollar area only and licensable for the non-
dollar area with destinational quotas. The exports of hides and skins during
1951-52 were as follows : )
Table No. 12.—Exports of hides and skins.
(July—June year) (In lakhs of pieces).
Year Export
1948-49 98
1949-50 1,02
1950-51 1,44
1951-52 85
(Source : C. S.0.)
In a survey undertaken by the Government in 1951 it was considered that the
objectives of our policy should be an improvement in quality, and further pro-
cessing before export, so as to produce more valuable product. Pakistan is the
third largest exporter, following Argentina and South Africa. There has been
substantial expansion of tanning facilities within the country and exports of
raw hides and skins would gradually show a fall.
Tea. 19. The production of tea, which is concentrated in FEast Pakistan has

steadily increased from 336 lakh lbs. in 1948-49 to 530 lakh lbs. in 1951-52 (fiscal)
and the exports of tea have risen from Rs. 265 lakh 1bs. in 1948-49 to Rs. 436 lakh
Ibs. in 1951-52 (July—June year).

Other items 20. The five main commodities referred to above account for over 95% of

ofexport.  the export trade. Among other items of export, the more important are fish,
fruit, sports goods, surgical instruments and other products of small scale and
cottage industry.

&veratge 21. The following table shows the average export prices of the principal
pr?c‘éﬁ, commodities since the beginning of 1948. Prices include duties at the various

rates operative from time to time :

Table No. 13.—Average export prices of principal commodities
(Inclusive of export duties).

(In rupees.)

Hides
Jute Cotton Wool and Tea
Period (per bale) (per bale) (per 1b.) skins (per 1b.)
(per piece)
1948—
January—March 197.4 403.8 1.09 4.24 1.73
April—June 215.0 406.0 1.26 4.67 1.61
July—September e .. 212.5 457.3 1.47 3.69 1.74
Qctober—December ... 210.9 407.8 1.30 4.27 1.55
1949—
January—March 196.6 447.2 1.29 3.53 1.43
April—June ... 227.1 533.9 1.46 4,76 1.47
July—September 176.7 521.2 1.38 3.36 1.6
October—December ... . .. 177.9 490.0 1.27 2.84 1.62
1950—
January—March e e e 193.4 475.1 1.29 3.07 1.62
April—June ... 152.6 457.8 1.49 1 3.38 1.62
July—September e vee .. 151.8 488.0 1.62 3.28 171
October—December ... 168.0 778.2 2.21 3.60 1.72
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" Hides
Period Jute Cotton |- Wool and Tea
(per bale) (per bale) | (perlb.) (pgkg?:ce) (per 1b.)
1951 —
January—March 171.3 845.9 3.48 6.35 2.55
April—June ... 235.6 935.5 3.58 5.96 1.24
July—September 238.0 897.9 2.16 4.10 1.21
October—December ... 194.9 694.5 1.68 4.10 1.28
1952—
January—March o . 202.4 717.7 1.65 3.92 1.30
April—June ... 195.5 669.1 1.35 3.21 £1.26
July—-September* . . v 106.9 628.8 2.01 3.23 1.23

(Source : C. S. 0.)

22. Although these are average prices over the respective quarters and Fluctuations
thus do not disclose the full extent of fluctuations, they show.nevertheless the ih prices.
stresses to which our economy has been subjected in these years on account of
changes in world markets. It is remarkable that it has stood up td these

. knocks as well as. it has done. The stresses are shown up more vividly in the
graph on next page. We are once again passing through difficult times.

*The figures for the quarter October—December 1952 are :—

Jute Cotton Wool Hides and skins Tea
106.3 503.6 1.83 3.17 1.33

11
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Section 4.—Review of imporis

23. An analysis of expenditure on imports during the years 1948-49 to 1951- Analysis of
52, shows that in the private sea-borne trade, which accounts for roughly 90% of fmports.
. all private imports, Pakistan spent approximately 8% on capital goods
25 to 30% on industrial raw materials (including yarn), about 45% on essential
consumer goods and about 7% on non-essential consumer goods. About 10%
of the imports are not specifically classified. The figures for different years
are given below :

Table No. 14.—Break-up of sea-borne imports on private aecount.

(July—June year) (In lakhs of rupees.)
1948-49 1949-50 1950-51 1951-52
1. Capital goods 6,68 7,83 11,59 17,99
2. Industrial raw material (e.g. yarn,

metals & ores, chemicals, dyes,

leather, etc.) 30,50 28,16 33,35 59,65
3. Essential consumer goods (e. g.

cloth,vehicles, jute manufactures,

oils, paper, madicines, matches, .

rubber manufactures, etc.) 58,93 42,15 58,76 72,56
4. Non-essential consumer goods

e. g (silk textiles, tea, manufac-

tured tobacco, tinned provisions,

ear;henware, toilet requisites, 12,57 8,73 7,36 8,16

etc.

5. Miscellaneous. 19,92 11,95 18,84 14,25
Grand Total 1,28,60 98,82 1,29,90 1,72,61

(Source : Ministry of Commerce).

24. The largest single element in the import field is cotton cloth and yarn. cioth and

In the last twelve months (July 1951—June 1952), the cost of imported cottonyarnimports.
cloth was 18% of all imports and imported cotton yarn came to another 13%.

The development of cotton textile industry within the country should be ex-
pected to operate to reduce this drain on foreign exchange. However, as the
following table shows, over a period when imports of yarn have been fairly

steady and domestic production of both yarn and cloth has grown substantially,
imports of cloth have continued to increase. Although between 1948-49 and
1951-52 domestic production of yarn rose from 92 to 198 lakh Ibs., and
domestic production of cloth from 870 to 1490 lakh yards, yet cloth imports
simultaneously rose from 2910 to 3970 lakh yards. On these figures, the
average individual consumption of cloth today, taking into account production

of handlooms and allowing for unused stocks of cloth and yarn, would appear

to be about 10 yards.

Table No. 15.—Total supply of cloth and yarn
(indigenous production and imports).
(In lakhs of yards and pounds & in rupees.)

Cloth Yarn

Year Indigenous Price per Indigenous Price per
production Imports yard— production Imports pound—

imports | (Surplus from imports

mills)

Yards Yards Rupees Lbs. Lbs. Rupees

January—June 1948 4,63 2,70 1.30 23 10 3,23
July 1948—June 1949 8,69 29,10 1.04 91 5,40 2.59
July 1949—June 1950 9,85 28,20 ., 078 1,05 6,60 2.22
July 1950—June 1951 11,41 40,80 0.81 1,49 8,30 2.77°
July 1951—June 1952 14,90 39,70 0.86 1,98 8,00 3.25

(Source : Office of Textile Commissioner and C.S.0.)
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25. The large imports of cloth and yarn in the last two years (July 1950—
June 1952) have made the cost of Open General Licence heavy. The policy of
the Government was the utmost possible liberalisation of essential imports and
the fewest possible changes in the O. G. L. The objectives were the assur-
ance of reasonably cheap goods in the unregulated categories and the minimum
of disturbance to trade so as to generate confidence in the stability of policy.
The liberalisation was curtailed immediately after sterling devaluation until
the world markets settled down, but by July 1950 a good deal of import trade
was freed from control. This freedom was extended in July 1951 to a consi-
derable number of industrial raw materials and associated requirements, cost-
ing in the aggregate relatively little. At the same time, the free limit of cloth
was raised from Re. 1 to Rs. 1/8|- a yard to match the advance in world prices
and this, as events turned out, cost a great deal. Despite a slump in the local
cloth market some months earlier and increased indigenous production, another
bout of buying began, apparently due to the circulation given to rumours of
devaluation of Pakistan rupee by interested persons. It has been estimated
that the O. G. L. covered about 70% by value of all commercial imports during
1950-51 but nearer 85% in 1951-52, and this on a much higher total import.

Section 5.—Food situation

26. A serious problem which has developed recently is the food shortage.
The areas now forming West Pakistan were known, before the Partition, as the
granary of the sub-continent. Pakistan should therefore be a surplus food
country. However, early in 1952, a few weeks before the wheat crop was
harvested, a wheat deficit developed. The following table shows the imports
and exports of foodgrains since the Partition :

Table No. 16.—Imports and exports of foodgrains

(Calendar year) (Figures in tons.)

Commodities 1947 1948 1949 1950 1951 1952
1. Wheat and wheatffour—
Imports 8,710 717,726 1.31,358 325,180
Exports .. 2,520 27,021 1,35,052 53,656 e
2. Rice—
Imports 5,411 63,233 .
Exports . 69,303 ee 367 2,06,538 +32,107
3. Gram—
Imports 2,200
Exports s 60,000
4. Other foodgrains—
Imports 39,734 17,500
Exports . 4,562
Tofal—
Imports 14,121 1,19,660 2,12,091 e . 3,25,180
Exports e ] 71,823 31,583 1,95,419 2,60,194 .32,107

(Source : Ministry of Food and Agriculture)



Imports of foodgrains had been necessitated during 1948 and 1949 due to condi-
tions arising out of the Partition. Large stocks of foodgrains had been trans-
ferred immediately before the Partition to the areas now forming India, and
erops had been adversely affected by the events which took place at the time of the
Partition. Imports of rice were required for East Bengal which needs annually
1.5 to 2 lakh tons in addition to the 1local produce of about 70 lakh tons.
It took some time before the agriculturist refugees, who were allotted land in
Punjab and other parts, got used to the new conditions and obtained satisfactory
yields. However, during 1950 and 1951, it was possible to export 2 to 3 lakh
tous of foodgrains, after meeting the requirements of East Bengal.
Food

27. Deterioration in the food situation started in West Pakistan with the shortage
failure of monsoons in 1951 which affected the production of kharif* crops.and
The drought continued and it also affected the sowing of rabit crops resulting "3
in short sowing by about 7% and -short yield of wheat by about 24%. production.
Action was taken by the Government to step- up the pro-
duction of kharif crops as far as possible, in order to release pressure on wheat
consumption. However, the rains were again less than normal and in Septem-
ber 1952 locust *‘swarms swept over large areas in Sind and Bahawalpur.
Nevertheless the total production of kharif crops showed an increase by
1.61 lakh tons over the previous year. A Grow More Food Conference
was convened in July 1952, and a number of measures were recommended for
increased production during the next rabi crop e.g., restoration of land
to wheat, double cropping and intercropping, maximisation of canal water
supplies wherever possible, remission of land revenue for new lands brought under
food crops, reduction in abiana for additional area brought under food,cultiva-
tion, procurement and distribution of seed to cultivators at concessional prices
and accelerated supply of chemical fertilisers at subsidized rates. The Con-
ference also considered long-term measures for increasing food production
during the next five years.

28. At the same time, imports of substantial quantities of wheat were uvi’qh%‘ﬁ‘rtt
arranged from abroad§ and distributed over the different units. Normally, ports.
Punjab, Sind and Bahawalpur and Khairpur States are surplus in wheat but

. imported supplies had to be made available to them also. Although wheat was
supplied at below the imported cost, prices of wheat in the non-provisioned areas
have risen to unusually high levels. Provisioning of foodgrains is at present con-
fined generally to towns in West Pakistan with comparatively large popula-
tion, and while the prices in such areas remain closer to the official sale price, in
the non-provisional areas prices have soared and black-marketing flourishesll.

29. The prospects for the year 1953 also are not bright. There was failure Prospects
of rains again at the time of sowing of the rabi crops, and the yield (harvest©r!%53
due about April 1953) is expected to be worse than the 1952 crop. It is estimated
that the sowings have been about 80% of normal in Punjab and there have
been similar shortfalls in N.-W.F.P. and Baluchistan. Apart from rains, other
factors have contributed to the food shortage. These factors and the ways and
means of increasing food production on short-term and long-term basis, have

*Kharif crops are summer crops sown generally between the months of April and July
and  harvested between the months of September and December. The main kharif crops are rice,

maize, jowar, bajra, pulses, sugar-cane and cotton.

Y Rabi crops are winter crops sown. generally between the months of October and December and harvested
between the months of March and May, The main rabi crops are wheat, barley, gram, oil-seeds and pulses. Out
of the kharif crops, sugar-cane and cotton exfend into the rabi season.

$ Abiana means water rate.

§The total quantities arranged and actual quantities received upto the end of December 1952 are shown in the
footnote on next page.

1 During recznt months provisioning has been gradually extended and now covers almost all towns and some rural
areas also.
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been considered in Chapter IV—Section 3 (page, 70). Immediate require-
ments, however, will have to be met through imports. The wheat shortage for
1952 (the wheat year is May—April) was estimated at 8 lakh tons. The estimate
of shortage for 1953 is 12 lakh tons.

§The total quantities arranged and the actual quantities received upto the end of December
1952, vide footnote on previous page, are :—

Total Quantity
Supplying country quantity received Remarks
arranged
Tonz Tons
India 38,628 38,628 Under barter against rice.
Japan 106,000 76 960 »
U.S.S.R. ... 146,000 65, 941 Under barter against jute and
cotton.
Turkey e vee .. v - 100,000 99,016
Syria 5,341 5,341
U.S.A. 162,000 30,150 Ur}der a wheat loan of §.15 mil-
0n.

U.K. 9,144 9,144 Under a tamporary loan.
Canada 100,000

Total 667,113 325,180

NoteE.—Further "quantities arranged for delivery before April 1953 will raise the total from
667,113 to 804,000 tons.
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CHAPTER II
TRADE AND COMMERCE

Section 1.—Imports

30. The balance of trade is of vital importance in our economy. After pay- f)?ggﬁilclge
ing for the consumer goods and developmental goods imported on private of trade.
account, and defence' stores, capital equipment and other goods imported on
Government account, a favourable balance is required to meet the excess of
invisible payments over invisible receipts. Our invisible earnings of foreign
exchange are relatively small and have ranged between 6 and ‘8 per cent. of
earnings through commercial imports. On the other .hand, invisible pay-
ments both on Government account e.g., expenditure on Diplomatic Missions
abroad, and on private account, e.g., overseas travel and education, shipping,

insurance and banking services rendered by foreign firms, etc., are substantial.

31. Imports into Pakistan are governed by the Import and Export (Control) Import
Act of 1950 and notifications issued thereunder from time to time. Kor the “™°"
purpose of issue of licences, two shipping periods are adopted wviz., July—
December and January—June, and the world is divided broadly into two cur-
rency areas, viz., dollar and non-dollar. A break up of actual imports, by prin-
cipal commodities, is given in Appendix 5B.

32. Improvement in the balance of trade can be effected in two ways—Dby Restriction
increase in exports and by reduction in imports. Reduction in imports is no °f impert
real remedy as it involves the imposition of controls, tends to raise prices of
consumer goods and reduces Government revenue, and may even hamper deve-
lopment and lower economic activity. Nevertheless, it is unavoidable in cir-
cumstances where exports are inflexible, and export prices are not favourable.

33. The question is how far imports can er should be restrictéd, on a long- D:Vgéopment
term basis. Pakistan is an under-developed country, and the basic need is an °™
extensive and speedy development of her resources which would create em-
ployment and diversify economy. Provision has therefore to be made, for an
adequate supply of capital goods (whether imported on private account or Gov-
ernment account), for purposes of further development, and of raw materials
and semi-finished goods for increased production by industry. These activities .
will in due course result in large savings of foreign exchange expenditure, e.g.,
by reducing imports of yarn and cloth, jute manufactures, paper, sugar, etc.
However, they mean heavier expenditure on the import of development goods-in
the first instance.

34. Defence stores form a heavy item of imports*, and we would very much Defence
like that conditions in the world at large and nearer at home, should be such s
as not to necessitate high expenditure on defence, which an under-developed
countrv like Pakistan can ill afford and which can only retard development.
Though security of the State is an overriding consideration, we recommend
that there should be a reasonable balance between the expenditure on import
_of defence stores and the expenditure on development goods and other essential

*Defence stores are imported mainly on Government account but non-war like items putchased through local
agencies form part of imports on private account,
17
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imports. It should thus be possible to effect reduction in external expenditure on
defence. Further, productive capacity should be rapidly expanded within the
country for the supply of as many of defence requirements as possible.

35. More substantial reduction will have to be effected in the case of con-
sumer goods. An analysis of imports op private account has been given in
para. 23. As stated therein, a large portion of imports is claimed by plant and
machinery required for development projects and industrial installations
and by metals and ores and other raw materials or semi-finished goods required
for factories in‘operation. For the rest also, the major portion is claimed
by cloth, and in recent months by food, both essential requirements of
the people. The volume of imports of non-essential consumer goods is rela-

ti;ely very small and of items, which might be termed as luxury goods; less than.
3%.

36. Except in the case of cloth, the field in which savings can be effected is
very limited. Besides, reductions cannot be made indiscriminately or drasti-
cally. The consequences of such restrictions have been mentioned earlier—
higer prices and inflationery pressure leading to all the resultant complica-
tioms. It is, therefore, important that not merely the supply but the demand
of such goods should be reduced. The level of consumption of the middle
classes and the richer class will have to be reduced, and the step should be
voluntary rather than compulsory, if reduced supplies are not to lead to
increased prices. The nation must recognise and accept the need for austerity.
The feeling 'must be changed that with the establishment of a State of our own,
weé should be provided immediately with all comforts and amenities. If we
wish to retain economic as well as political independence and desire to become
a strong and modern State, we must make sacrifices in the present to build up
for the future. A strict code of austerity should be accepted by all.

37. The Government must frame its future import policy on this basis. We
recommend that all imports sheuld be made licensable. (We are glad to note
that the Government has taken this action—in-November 1952). Even if imports-
can be allowed more freely in certain periods, the ceilings should be raised
rather -than the items placed on O. G. L. Credit restrictions imposed by the
Government in June 1952, in connection with imports, may, however, be re-
moved. The procedure for licensing should be 'simple and ‘so devised that delays
and hardships in the issue of licences are avoided, particularly in the case of
capital goods and industrial requirements. Side by side, action should be taken
to limit the profits of importers in order to ensure that the consumer is not un-
duly burdened. Strong administrative and legislative measures should be
taken to prevent profiteering, corruption and other anti-social practices in trade.
The Government should also take necessary steps to encdourage the establish-

mént of ‘ fair price’ shops and of consumer co-operative societies whi¢ch would
make direct imports.

38. It has been suggested that the import of “luxury” items such as ex-
pensive cars, watches, shoes, furniture, crockery, cutlery. cigarettes, toilet
goods, sweets, tinned provisions (except butter and baby food) and biscuits,
should be banned altogetlier. We do hot agreé to total bannirg, but recommend
that their import should be severely curtailed. Eleswhere (in para. 448 : page
161), we have suggested the imposition of heavy import duties on such items,,

39. In the case of items which are produced within Pakistan, the import
should be banned or restricted according as the local production.is sufficient to-
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meet the entire or partial needs of the country. However, the following con-
siderations should be kept in view in the selection of each item :(—

(i) The fundamental needs of the country should not be lost sight of,
e.g., import of oil engines should not be restricted because of the
overall shortage of power.

(ii) The quality of .goods. produced—while steps should be taken to attain
proper standards in local production small imports of specialised
articles might be allowed in order to introduce an element of com-
petition, e.g., simple lathes, scientific instruments and laboratory
equipment.

40. The level of commercial imports during the years 1949-50, 1950-51 Ceilings for
and 1951-52 (July—June period) has been Rs. 115 crores, Rs. 145 crores and jomerec®
Rs. 199 crores, respectively (vide Appendix No. 4A). World prices of consu-
mer goods are now coming down. Keeping this in view and in consideration
of our total export earnings and other needs (estimates for which have been
made in para. 156 : page 51, we feel that the amount that can be allowed for com-
mercial importsds.Rs. 80 crores per year. We would have recommended a higher
level of commercial imports for the reasons that (a) it determines the level of
exports, particularly in the case of “treaty ” countries, (b) it provides the main
support to internal revenues of the Central Government through income from
custom duties, and (c) it helps to keep down the prices and the cost of living.
But we cannot do so, in view of the high demand of defence stores and develop-
mental goods and other Government (external) expenditure. The figure should
no doubt be raised suitably when improvement occurs in our foreign exchange
earnings. We hope that the proposed amount will permit adequate imports on
private account of capital goods (excluding the requirements of the P. I. D. C.
projects which are imported against Government account) and industrial raw
materials such as yarn, iron and steel, cement and timber, and a reasonable
volume of consumer goods on an austerity basis. With the development of
manufacturing capacity within the country of certain important consumer goods,
£.g., cloth,-paper, jute manufactures etc., the position would improve apprecia-
bly. Ceilings for the import of various classes of goods and individual items
should be fixed against the total of Rs. 80. crores, after due deliberation and
balancing of different requirements. A sum of Rs. 1 crore per annum should
be kept aside to meet the unforeseen requirements of industrialists, in between
the licensing periods.

41. The biggest single item of consumer goods promising savings in com- Important

mercial imports is cloth. The value of imports (cotton and silk piece goods) individual
during the last four years (July to June) has been Rs. 39, Rs. 23, Rs. 35 and 2‘1’2‘{?
Rs. 39 crores. Cloth is no doubt an essential requirement but there have been and yarn.
excessive imports of it during the last two years as indicated in para. 25 (page 14).
The purchasing power of the people is limited and it is no use accumulating further
stocks. Keeping this in view, the principle in relation to imports should be that
for the time being a maximum consumption rate of 10 yards per capita should
be adopted. The indigenous mills are fast increasing their production and hand-
looms meet a substantial portion of requirements. Only limited imports of
cloth should therefore -be allowed, after taking into account total mill and hand-
loom production. On the -gther hand, import of yarn should be allowed more
liberally (after taking into account indigenous production of surplus yarn),
as that provides cloth at less expenditure of foreign exchange and gives more
employment and income to handloom workers. The value of yarn imports
(cotton-and silk) during the last four years has been Rs. 16, Rs. 15, Rs. 25 and
Rs.'29 crores.
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42. Another item where saving can and should be effected is sugar. It is
imported on Government account but is meant for public consumption. The
level of imports and local production is shown in the following table :—

Table No. 17.—Total supply of sugar.
(Indigenous production and imports)

(In tons)
Ju Fiscal year Indigenous Imports Total
il production
1948-1949 35,497 76,145 110,099
* 1949-1950 - 30,227 123,991 153,131
1950-1951 38,572 58,583 93,107
1951-1952 57,374 212,464 281,824*

Source : C. S. O,)

Sugar is an essential requirement but in times of need its consumption
could well be curtailed, as was done during the last World War. It will be
observed that consumption has jumped from about 1 lakh tons in 1950-51 to
almost 23 lakh tons in 1951-52. We consider that while the foreign exchange
position is difficult, sugar imports should be severely cut down.

43. Regulation of trade in many countries not only includes licensing and
exchange control, but also the structure of trading organisations. Private
enterprise in some countries has been substituted by State-owned monopolies. °
We must, however, point out that state trading is not free from difficulties. In
the sphere of imports, for instance, the Government must be in a position to
make an accurate forecast of the domestic demand. The demand for a commo-
dity is affected by several factors which interact on each other. The demand
for different varieties of an article also varies with prices, and only a free func-
tioning of the price mechanism properly determines the changing demand and
supply position of various commodities. We, are, however, of the opinion that
for commodities which are vital requirements of the people or of which the
Government are the biggest consumer, a system of trading on Government
account might be considered. At present, the Government make imports of sugar,
foodgrains, coal and iron & steel. While there may be justification for state
trading in our present conditions in foodgrains and sugar, or even in coal, which
is largely consumed by the railways, we consider that there is no justification
for state trading in iron and steel. The existing stocks should be liquidated,
as early as possible, by utilising the steel equalisation fund, and further imports
should be left to private enterprise. We do not suggest any further extension
of state trading at this stage of the country’s economy. We would add, how-
ever, that expenditure on state trading (or stockpiles) which is at present
financed out of the cash balances of the Central Government, should appro-
priately be met through advances secured from the commercial banks. This
expenditure is essentially of a commercial nature and should not be treated as

ordinary capital expenditure. As and when commodities are disposed of, repay-
ments should be made.

44. There are similar difficulties in the adoption of state trading for export-
able commodities. If a Government organisation is going to. sell abroad, it
*Includes 57,000 tons imported for stockpiling,
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must be in a position to procure supplies and find reliable markets. The over-
seas markets which are governed by factors like consumers’ preference, etc.,
are difficult to be managed by a State-controlled agency. We recognise, how-
ever, that in certain conditions, export trade may have to be regulated by the
Government. In the case of jute and cotton this has been done, but actual
trading has been left to private enterprise. We do not consider that it is neces-
sary or desirable for the Government themselves to undertake export trade.

45, We would emphasise the need for the Government to keep in touch Consultation
with the commercial community and consult them on sll matters affecting Jith trade
trade. The establishment of the Foreign Trade Development Council which
consists of representatives of the various chambers of commerce and trade asso-
ciations, is a step in the right direction. We would, however, suggest that the
chambers of commerce and trade associations should set up a secretariat similar
to the bureaus of foreign trade in other countries which could analyse statistical
data, conduct market research and study other problems of trade. The utility
of the Council could also improve considerably if steps were taken ‘to ensure
that the representatives of chambers of commerce and trade associations are

men of considerable experience and knowledge of trade.

Section 2.—Exports

46. The main hope for improving the balance of trade lies in the promotion Importance
of exports and the most vigorous effort is called for in this direction. of exports.

47. Exports out of Pakistan are also governed by the Import and Export Export
(Control) Act of 1950 and the notifications issued thereunder from time to time, control.
Goods are divided into four broad categories, viz.

(i) Where export is altogether banned.

(ii) Where export is licensable.

(iii) Where export is on O.G.L.

(iv) Where export is not controlled at all and no licence is needed.

The goods placed under (i) are generally those which are essential for building
the economy of the country, or are in short supply : export is however allowed
in exceptional cases. Category (ii) comprises foodgrains or goods of local
manufacture produced in adequate quantities for the country’s internal require-
ments. When and where export is permitted, ceilings are fixed. Category
(iii) relates to goods in excess of local requirements but their export is regu-
lated occasionally with regard to destinations or quantities. No goods are
specified under (iv) above. A break-up of actual exports, by principal commo-
dities, is given in Appendix No. 5A.

48. Considerable attention has been given to the export drive of the two Export
main exportable commodities viz., jute and cotton, in respect of which announce- Promotion.
ments of export policy are made from time to time. The three commodities
next in importance—wool, hides & skins and tea—have also claimed attention.

It appears, however, that adequate attention has not so far been given to
minor exports, existing or potential.

49. While in view of the world trend for regulated economy and the impact Export
of external factors, it might not be possible to dispense with the export control Pois-
entirely, it is essential that it should be made as liberal and flexible as possible.

A policy of developing and diversifying exports would require that the mini-
mum of restrictions are placed and the maximum of facilities are given for
export trade. Except in the case of main foodgrains and particularly vital
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materials, -there should be no.control, subject, however, to the consideration
that in order to direct exports to the dollar area.or to particular “ treaty ” coun-
tries, destinational quotas may have to be fixed. Licensing might have to be
resorted to-in certain cases in order to ensure adequate participation by .Pakis-

tan nationals in the export trade. We .recommend that an examination should

be carried out of each item for which export restrictions are considered neces-
sary, and all the rest should be placed on O.G.L.

50. This principle should apply not only to raw materials but also to manu-
factured goo(ds There could be little apprehension of over-export of manufac-
tures, in view of the small volume of output and the comparatively high cost
of production. On ‘the other hand, it is essential that our goods are known

‘abroad and gain popularity which would lead to increased production -and

higher ‘foreign exchange earnings. There may be instances in which the com-
paonent raw material is of an essential nature, is imported: from the dollar area,
and forms the major cost of production. The export of such goods could be
restricted. But .in all -other cases exports should be encouraged and not only
‘the component raw materials should be allowed to be imported freely but re-
fund should be given of the import duty paid, if any, on evidence of export.

51. Even where exports have to be controlled, the hcénsmg system should
be simple and automatic. Wherever possible, destlnatlonal quotas alone should
he prescribed and individual licensing should not be insisted upon.

52. The levy of export duties has a bearing on export trade. Export
duties.are 1ev1ed in Pakistan principally for the purpose of Government
revenues. However, in determining their rates in the case of agricultural -pro-
duce it is essential to ensure that the interests of the grower do not unduly suffer.
When external prices rise inordinately and out of all proportion to internal.
prices, as they did in the period immediately following the Korean War, the
rates should be enhanced in order to stabilise the internal prices of particular
commodities and as an effective anti-inflationary measure.

53. Excise duties paid on exported goods are refundable. This is a cor-

xect policy. JHoweyer, there are complaints of inordinate delays in refunds,.e.g.

in the case of tea exports. It is essential that refunds should be authorised
promptly and in any case within two months of the date of export. The docu-
ments giving evidence .of export should be a sufficient basis to enable making
of refunds.

54. We consider that like excise duties, sales tax paid on exported goods
should be refunded, again without any av01dab1e delay.

55. Re-exports can prove to be a valuable source of earnings of foreign
exchange, particularly in relation to the dollar area. Imported goods might
be re-exported, in cases where no conditions are imposed by the exporting coun-
tries and the consumption position in Pgkistan warrants such a course. In such
cases refund .should be allowed of the import duty paid, if any.

06. In,order:to promote exports and maintain firm markets, it is essential
that the importer should be assured of the quality of the goods he has contrac-
Jted for. 1In .the .case.of.agricultural commodities, grading has been provided
for in the .Agricultural Produce (Grading and: Marketmg) Act of 1937 and
substantidl -work has been done to prescribe and enforce grades. For manu-
factured .goods, a Pakistan.Standards Institute has been set up recently to lay
down specifications and standards. It is considered, -however, that in our
present conditions, a compulsory enforcement of 'grades and standards might
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prove a bottleneck for exports. Besides, in a number of cases, different quali-
ties may be needed for different tastes and markets. Therefore, while grades and
standards may be prescribed for all commodities their adoption should be left
open to the'exporters. A procedure should be introduced whereby the Pakistan
Standards Institute would give certificates of conformity with standards, to-ex~
porters who may apply for them. It is likely ‘that'in order to re-assure the
customers, the exporters would make increasing use of such certificates. It is
also possible that the importers at the other enid may ask for such certificates.

57. The existing procedure for settlement of trade disputes W&tween our grbitr.attipﬂ
exporters and importers abroad is not satisfactory, whether the intercession of “*°“*"*"
our Trade Commissioners is sought or direct negotiations' are held. There are
inordinate delays and difficulties. As a remedial measure, a Pakistan Arbitra=
tion Association should be set up and its constitution and working metliods ap-
proved by the Government. This association should establish links with
similar bodies in other countries, and, on the basis of contradts and the stand-
ards specified therein, give speedy awards in trade disputes.

58. There is no separate Government agency at present to give the desired Department
attention to export promotion. The Directorate of Commercial Intelligence 5 Trace
answers trade enquiries and provides commercial information, but its scope is
limited and its organisation inadequate. It should be expanded into a Depart-
ment of Trade Promotion having two wings—trade promotion and intelligence. It
should be responsible for watching developments in foreign markets in produc-
tion, controls, tariffs, prices and Governmental policies, and also for maintain-
ing and interpreting information about levels of internal production, denrand
and standards of exportable goods. On the basis of statistical and other data
available, it should prepare reviews and appreciations from time‘to time for use
of the Government and the business community. It should watch changes in
export trends and make prompt suggestions regarding measures to counteract
them. It should also help actively to remove the difficulties of exporters
arising from official regulations and ‘procedures and act as teacher and guide
in procedural matters. The department should zealously watch that no
restrictions are placed on export of any commodity ‘unless the matter has been
fully examined in each case. The head of this department should function
as a Director of Exports and take over the functions relating to exports from
the presént Chief Controller of Imports & Exports.

59. We feel that the Trade Commissioner and commercial officers attached Trade
to our Missions abroad have not so.far proved as effective as'was expected. It Sommis-
is necessary thatthe trade officers should work as active salesmen:of the country’s ‘
products. We recognise that most of them have not been long enough at their
stations. Further, they are seriously handicapped for -want. of guidance from
Karachi. A manual should be prepared as a basic guide for such officers and
they should be continually fed from Karachi with-infermation- relating to trade-
and industrial developments. This' could be done best by the proposed Depart-
ment of Trade Promotion. Before a trade officer is posted abroad; he should
go through an intensive course of training in the Ministry of Commerce and
allied offices for a period of six months. There should be periodical interchange
of officers between the Department of Trade Promotion and trade offices abroad
so that. each side may understand problems encountered at the other end.

60. One of the common worries of the traders is the delays- thatroccur in Delays in
their dealings with Customs Houses, Port authorities and other offices with which §fom
they have frequent contacts. Such delays not only upset businessmen but con- T
sume considerable time which could be better utilised in their normal activities.

The offices which have dealings with traders should adopt commercial methods
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of ‘disposal and be more businesslike in their operations. Besides, instead of
raising objections and finding faults, they should guide and teach the traders
how to satisfy the necessary official formalities.

61. Next to the availability of goods for trade, the essential requirement is
transport to carry them. The means of transport should be easy, quick and
cheap. The problems relating to transport and communications will be consi-
dered in Chapter VI. Here we would only emphasise that expanded facilities
of road transport, railway wagons, river movement, telegraph and telephones
etc., are a great help to the trade. The expansion of port facilities is particular-
ly important. For overseas trade, better and cheaper shipping arrangements
should be provided. The Conference Lines practice of allowing rebates fo their
regular shippers is considered to be a factor hampering trade. The Govern-
ment should therefore take suitable measures to eliminate this restrictive prac-
tice as far as possible. Concerted steps should be taken to bring Pakistan ship-
ping on international routes. Besides, the present postal rates for parcels con-
taining manufactured goods for export, which are unrealistic, should be revised

- to enable our goods to compete abroad.

Individual
commodities,

Jute.

Jute support
scheme
revived.

Regulation
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62. The measures discussed above relate to export trade generally. Indi-
vidual consideration might be given to the more important exportable commo-
dities.
63. The 1951-52 jute season synchronized with a world-wide recession in
demand. The position was further aggravated by a bumper crop. Under
normal conditions, the world demand of jute is estimated at about 95 lakhs of
bales, 55 lakhs by Indian ‘mills and 40 lakhs by mills in countries other than
India. The only other country producing raw jute is India but as the demand of
her own mills is much higher than local production, she is not in a position to ex-
port jute. India should normally be a large importer of Pakistan jute, but due to
that country’s policy of continuous expansion of jute cultivation, her off-take from °
Pakistan has considerably reduced. Imports of jute by India and other countries
have been indicated in Table No. 10 (page 8). A major factor in the recession of
world demand for jute was the high export duty levied by India on its jute manu-
factures, towards the end of 1950. This combined with an all-round rise in the
prices charged by the Indian mills made jute goods considerably dearer in rela-
tion to other competing fibres. However, the high prices of Indian manufactures
placed the other manufacturing countries in an advantageous position in rela-
tion to the Indian mills and stimulated substantially the demand of Pakistan
jute for export to countries other than India. Nevertheless, the overall effect
was a considerable drop in the consumption of jute manufactures. India attemp-
ted to counter-act this early in 1952 by a drastic reduction in the export duty
but this action in itself has so far failed to restore the former position. The
export of jute being of vital consequence to Pakistan, she had to ,take steps to
neutralize in some manner the violent fluctuations in world prices brought
about by action on the part of the Indian mills, and it was decided to levy a
special licencing fee of Rs. 2|8]- per maund of jute exported to India. This gave
the other manufacturing countries some advantage in relation to India in the
price of raw jute, and regulated the demand for jute.

64. With a view to maintain a reasonable level of internal prices, the jute
support scheme was revived in March 1952 (the minimum price for white jat
bottom variety was fixed in July 1952 at Rs. 17 per maund). This resulted in the
Jute Board coming into the market in a large manner and the purchases on Jute
Board account for the 1951-52 season amounted to approximately 13 lakh bales.

65. It is necessary that the fluctuating world position with regard to jute
should be kept under continuous examination so as to ensure the disposal of crop
from season to season in a satisfactory manner., The production should . not
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exceed the world demand including internal consumption, and towards this end
we have recommended elsewhere (para. 402 : page 142) the target for jute pro-
duction. A proper adjustment of the jute acreage would release land, which
. should be brought under rice cultivation thereby reducing the rice deficit of East
Pakistan. A proper study should be made of the extent to which rice crop can
replace jute and a scheme of crop regulation worked out to enable the transfer
of land from jute to rice, when the relative price level of the two commodities
SO demands.*

!4»,,; 66. As stated earligr, the Jute Board made an elaborate study in 1950 of all Recommen-
problems connected with the productlon and marketing of Jute The imple- JﬁtéoBoa?d
mentation of its recommendations should be pursued, keeping in view subse-

quent developments. The main recommendations of the Jute Board were :

(i) A basic acreage of jute should be authorised for a period of five years
and increases considered necessary from year to year should'.be
licensed only in the districts producing the qualities in demand.
There should be a continuous check on the progress of the crop and
export quotas should be based on the final survey, which should be
published not later than the end of September.

(ii) A separate ‘department of jute cultivation should be set up by the
Government of East Bengalt. It should conduct propaganda regard-
ing the most suitable varieties of jute, and encourage the use of
quality seed. Better cultivation methods e.g., line sowing instead
of broadcast sowing, and improved retting techniques, should be
propagated.

(iii) Six large experimental farms (including the present Dacca farm) .
should be established for growing quality seeds and for their dis-
tribution.

(iv) The establishment of cooperative societies of growers should be
sponsored by the East Bengal Government in order to undertake
movement of jute from the fields to the baling centres, and in due
course to undertake kutcha baling and make direct sales to pucca
balers.

(v) Adequate storage should be provided for jute to prevent its deter1ora-
tion particularly when stocks have to be held over extended
periods, e.g., for the operation of the jute support scheme. Private
dealers and exporters should also be encouraged to build more stores.
(The Government have since built 167 jute godowns but more may
be needed for their own purposes).

(v1) To put purchasers from India on equal footing with foreign buyers,
the jute sent to Calcutta should also be in pucca bales as far as possi-
ble (kutcha bales of unassorted jute having no extra baling charges
cast less than pucca bales). Increased pucca baling facilities should
therefore be provided.

(vii) The Narayangan] Chamber of Commerce should have a licensed
measurers’ organisation, and a tribunal for arbitration. Contracts
should be executed in standard forms which should be recognised
by all buyers.

* Mr. Muazzamuddin Hosain has suggested the following measures in connection with jute :—

(a) A jute stabilisation fund should be created out of the proceeds of export duty or jute and net profits of the
Jute Board and losses in the operation of the price support scheme should be met from it

(b) The Jute Regulation Act should be stnctly enforced and penalties should be imposed on offending. cultivators
and on officials conniving at offences ;

(¢) The methods of checking area under jute cultivation should be improved and physical checks should be carried
out both before cultivation and after cultivation. Jute licensing should be finished by November and check-
ing by the following March ;

(d) Jute statistics should be maintained more accurately ;

(¢) An adequate number of jute godowns should be built.

+ Mr. M. Afzal Husain considered a separate department unnecessary. The Department of Agriculture should
be able to do this work.
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(viii) The organisation of Director of Jute Prices should be overhauled
and all inspectors and supervisers given a proper course of train-
ing in jute assortment. The duties of the Directorate should be
expanded to cover all transactions from the grower to the kyutcha’
baling centres. ‘ )

(ix) All handling at the Chittagong port should be done by mechanical
devices to reduce damage, and loading and unloading should be done
under cover, as far as possible. ) :

(x) Bulletins should be issued fortnightly to give foreign buyers up:te-
date information about crop forgcasts, quantity and quality sold and
exported, transport and baling facilities, steps taken to eliminate
abuses and improve retting, etc.

67. A Central Jute Committee has been in existenge since August 1950,
with headquarters at Narayanganj. It is concerned with agricultural, techno-
logical and economic research in jute, study of methods of crop forecasting and.
jute statistics, production and testing of improved seeds, enquiries into trans-
port facilities and advice on marketing conditions. It receives annual grants
from the Central Government (total Rs. 24 lakhs up to 1952-53). The Com-
mittee has in view a number of schemes, the more important of which are estab-
lishment of a Jute Research Institute, a Central Jute Museum and jute seed
multiplication farms. We recommend the formulation and pursuit of a co-
ordinated programme.

68. Unlike jute, Pakistan is comparatively a minor producer of cotton, our
production being about 10% of U.S. production and about 5% pof the world pro-
duction. The level of exports to India and other countries during the previous
years has been indicated in Table No. 11 (page 9). Indigenous consumption of
cotton has risen from 1 lakh bales in 1948-49 to over 2 lakh bales in 1951-52 and
will rise further, but the production of cotton has also increased from 9.6 lakh
bales in 1948-49 to 17.5 lakh bales in 1952-53 and the exportable surplus has thus
steadily gone up. We should, however, spare no pains to improve the quality of
our cotton both by the use of better seeds and by further improvement in picking,
grading and ginning. It is because of their low quality that our cottons fetch
less prices in the world markets than comparable cottons of other countries.
The Cotton Control Act and the Cotton Ginning and Pressing Act should be
strictly enforced, and all possible measures taken by the Central and Provincial
Governments to ensure improved arnd unadulterated supplies of cotton. Sugges-
tions have been made in various quarters for the establishment of a hedge
market in Karachi to promote the export of cotton and stabilise the market.
We. were unable to make a full study of the question and are therefore not in
a position to comment on the advisability or otherwise of the proposed step.
We consider that the proposal requires detailed examination to bring out all
its implications and suggest that the Government should appoint an expert com-
mittee for the purpose*.

69. A Central Cotton Committee has been'in existence since January 1949.
Its aim is to develop. the qualitative and quantitative growing of cotton and its
marketing and manufacture. It gets its funds from a cess imposed on cotton
(whether exported or consumed by indigenous mills) which are supplemented
by grants from the Central Government (total grants Rs. 28 lakhs up to 1952-53).
The Committee has framed a five-year programme and has already approved 31
schemes covering a wide range of research work pertaining to improvement in the
quality and yield of cotton, supply of pure seed, control of cotton pests and
diseases improvement of marketing conditions, etc. Buildings for the Pakistan
Institute of Cotton Research and Technology are nearing completion and the
laboratory equipment required is on its way. The Institute is expected to start

* A Note by Mr, Zahid Hussain on the esj:ablish.ment’_of futures commodity markets, which
was received after the Committee had concluded its deliberations, is reproduced. in Appendix No. 29.
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functioning by July 1953. The Committee also plans to set up an Institute of
Plant Industry which will undertake fundamental research on the cotton plant
as distinguished from the cotton fibre and yarn. We recommend the expansion
and active pursuit of the Committee’s programme.

70. With an annual production of 500,000 tons of cotton seed of which Cotton seed.
only a quarter is required for seed and cattle feed, there is a sizeable problem
regarding the disposal of the balance (375,000 tons). Oil mills in operation
or under construction will consume about 175,000 tons, leaving 200,000 tons
foM disposal. It is possible to absorb about 50,000 for the manufacture of non-
edible oil for soap-making but the balance (i.e., 150,000 tons) has to be utilised
for the marufacture of edible oils. This would not only remove an export
problem but would also save a considerable sum of foreign exchange (about
Rs. 80 lakhs) spent om the import of vegetable oils. Meanwhile, in order to

assure the foreign buyeérs of the quality of cotton seed, a grading scheme should
be introduced.

71. The wool grading scheme should be pursued vigorously and a system Wool.
of yield certificates to be issued by the grading authorities should be prescribed.
It is estimated that with the completion of woollen mills under installation, most
of the indigenous wool will be consumed by them.

72. Hides and skins are good dollar earners. It is necessary to improve Hides and
the quality of hides and skins, which is at present very poor because of faulty S
flaying and curing. The sellers should be educated in modern methods of flay-
ing and curing ; flaying should be licensed in all important towns and modern
curing yards provided in suitable centres.

73. The rehabilitation of tea estates owned by Pakistanis has been receiv- T¢a
ing attention of the Government for some time. We recommend that no fur-

ther time should be lost in taking the steps considered necessary in this direc-
tion.

74. Two other important commodities in which an export drive can yield. Tobacco.
substantial results, are tobacco and fish. Average annual production of to-
bacco is 16 crore 1bs. and Pakistan is thus an important tobacco producing
country in the world. However, most of the tobacco grown (over 80%) is
of inferior quality usable only in hukka, biri, etc. In order to feed the growing
indigenous biri industry, the cultivation of hukka and chewing varieties of to-
bacco should be partially diverted to biri tobacco. Similarly, larger quantities
of superior (virginia) tobacco should be cultivated. The cigarette manufactur-
ing industry in Pakistan is not interested in the production of tobacco in excess
of its own requirements. The Government should themselves undertake to
encourage cultivation, distribute good quality seeds, establish flue curing fac-
tories in producing centres and sponsor research, as part of an organised export
programme. The quantity and price of our virginia tobacco are such that its
export could forqs a dependable source of foreign exchange earnings.

75. Fish and prawns can be good earners of dollars. The establishment of Fish.
the proposed fish harbour at Karachi with cold storage facilities, will be a great
help to the fisheries industry. Expansion and modernisation of fishing facilities
and processing and cold storage arrangements should generally be provided
both in West and East Pakistarn.

76. There is considerable é:zcope for the development of fruit trade—fresh, Fruit-
dried and preserved. The fruit trade should be reorganised, and picking anhd
packing methods should be improved. Grading, which will ensure the export
of gond auality fruit, will help to establish regular markets abroad.

77. The export of sports goods and surgical instruments also deserves to be SPosg°°0

.. -« stimulated  They have stood well the shock of the Partition and proved their :tnrgm%lgftage .

industry pro-
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worth in foreign markets. However, the quality and standard must be main-
tained in order to sustain and improve exports. We have elsewhere in the Re-
port (para. 320 : page 107) suggested a drive for the overseas marketing of other
products of small scale and cottage industries.

Ocher com- 78. It is not possible to refer individually to all other items of exports

' " and we can only recommend that every item which has been exported or has
potentialities for export, should be examined in order to see how and in what
direction export can be enlarged.

Price factor. 79. Apart from quality, the most vital factor in the saleability of a com-
modity is its price which should be realistic and competitive. We must keep this
fundamental consideration in view, both in respect of manufactured goods and
raw materials, and, on the one hand, improve their quality and, on the other,
keep the prices attractive. If adjustments are made in the internal prices of a
country’s exports the exchange ratio of its currency does not matter so far as
their sales are concerned. However, if the cost of production remains inflexi-
ble and high, little adjustments can be made. Better and more efficient methods
of production—agricultural and industrial—must therefore be adopted : these
have been referred to in subsequent Chapters (Chapters IV and V).

Section 3.—Trade and Commodity Agreements

Justification. 80. Trade and commodity agreements are being increasingly considered as
important measures for promoting trade and maintaining it at a high level.
Basically, however, they are against the concept of free trade. In the present
controlled economy of the world, Pakistan cannot afford to ignore the prospects
offered by trade and commodity agreements for the disposal of her surplus com-
modities on terms most favourable to her.

fi‘r‘éfggms 81. At the time of the partition, Pakistan found herself greatly dependent

g " upon India, and to a smaller extent, upon U.K. The danger of such a situation
soon became apparent when India stopped supplies of goods required by Pakis-
tan and restricted import of our raw materials. The so called “ natural ” market
for our trade having been blocked, we had to look in other directions. A policy
of diversification of trade was adopted and with that objective, bilateral trade
agreements were negotiated with a number of countries. A list of such agree-
ments, in suitable detail, is given in Appendix No. 7.

fl}e{aiiur;es 82. The basic feature of such agreements was that permissible limits of

" exports from Pakistan and imports from the other country were provided and

both the Governments concerned agreed to remove controls or grant facilities

(e.g., issue licenses and authorise quotas) for transactions to that extent. But

there was no guarantee for off-take on either side as the operations were left

to private enterprise. In certain cases, however, definite quantities of exports

from Pakistan or imports of essential or scarce goods from the other country

were sought to be ensured. As a quid pro quo single country licenses for im-

port into Pakistan were issued. These bilateral trade agreements helped to

provide a formal basis for new avenues of trade and removed devendence on

any one country for the export of our surplus commodities or the import of

essential goods e.g., capital goods, metals, yarn and piece-goods. Thus. while

at the time of the Partition, Pakistan was ‘almost entirely dependent upon India

for the disposal of jute and cotton, the number of countries importing jute over

Rs. 50 lakhs in value increased to 21 in 1951-.52 (from 10 in 1948-49). Simi-

larly, countries importing cotton over 25,000 bales increased to 8 in 1951-52
(from 5 in 1948-49).

tW%rking of 83. As the actual level of trade under the bilateral trade agreements has

ments. . been less than the level envisaged, the impression might be created that these

' agreements have been ineffective. This i not correct. Unless there was state
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trading on both sides, full attainment of targets could not be expected. Indeed,
it is best that while the traders should have the opportunity to make
exports to or imports from a particular country, they should be free
to enter into actual transactions on the most suitable terms, after a comparison
of the prices and conditions obtainable in various countries. We consider,
therefore, that the existing pattern of bilateral trade agreements should
continue.

84. The question would rise whether, in addition to specifying quantities, Price clause.
a ¥ange of prices could not be specified in the bilateral agreements in order to
etidure stability in the ptices of our exportable raw materials, which are subject
to violent fluctuations from year to year. It has also been suggested that the
agreements should be for longer periods e.g., three years or more instead of one
vear as at present. The problem of prices is delicate and intricate. It is doubt-
ful whether it would bé practicable to determine a range of prices, and then to
include it in an agreement without offering similar or compensating terms to
the other country. Without state trading on the one hand, and a more general
enforcement of prices (e.g., international) on the other, prices could hardly be
sustained at pre-determined levels. As regards the period of agreements, the
balance of payments situation of all countries being as difficult and uncertain as
it is, it is unlikely that the other parties would be in a position to accept long-
term commitments, even if we ourselves were prepared to enter into them.
This does not mean, however, that in respect of individual commodities, long
term arrangements for disposal should not be tried. Efforts should be made to Contracts
negotiate bilateral agreements or contracts, particularly with countries with 229 barers:
which we have regularly a deficit in balance of payments. Such contracts,
made on reasonable terms, will give suitable strength to the commodity con-
cerned. as off-take of part of the production will be assured. For the same
reason, we would recommend the conclusion of barter agreements, in conditions
where they are found more practicable and advantageous. Pakistan has re-
cently entered into barter deals with Russia (jute and cotton vs: wheat) and
Japan (rice vs : wheat).

85. This brings us to the question of international commodity agreements. Commodity
Such agreements are being intreasingly regarded as an instrument for stabilis- 25
ing the demand and prices of primary commodities which are subject to fluc-
tuations. Commodity agreements may take a variety of forms and no particular
type can be ruled out on general considerations. If commodity agreements are
to benefit Pakistan, they must definitely ensure a floor price for the commodi-
ties and a definite guarantee on the part of foreign purchasers to buy specified
amounts. In addition, there must be some provision incorporated in the agree-
ments which will allow for an automatic variation of the agreed price keeping
in view the general movement of world prices. The International Wheat
Agreement became unpopular because the prices specified therein have actually
proved to be widely off the mark over the duration of the Agreement and the
Agreement did not include any provision for their automatic variation. How-
ever. a recent study made by the Food and Agriculture Organisation on the
working of the Wheat Agreement has suggested a new formula for adjust-
ment of prices specified in the Agreement. This study was presented to the
eighth session of the International Wheat Council which met in London last
April and had a favourable reception. It seems certain that future discussions

on commodity agreements will take into account the analysis incorporated in
this study.

86. Previous experience in the various international conferences, where g."ema.““a’
the subject was discussed, showed that the industrially advanced countries were “*"* ™
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interested only in preventing a rise in the prices of primary products and were
not anxious to conclude commodity agreements to arrest a fall in prices. It now
appears that support is growing within the United States administration and in
several other industrialised countries, for stabilisation of commodity prices in
order to maintain the income of primary producers as an objective of foreign
economic policy. This seems to be a consequence of intensive Government
study of the entire raw material question during the last few years, culmina-
ting in the publication of the Paley Commission Report in June 1952. In order to
stimulate foreign trade and the development of new resopurces, and to maigtain
economic stability in the primary producing regions, the Commission rgcem:
mended that the United States should negotiate inter-governmental commodity
agreements and enter into long-term contracts with price guarantees. In the
last session of the Economic and Social Council which met in New York in
July and August 1952, the spokesmen of some of the leading industria-
lised countries made a powerful advocacy of commodity agreements to aid back-
ward countries in reviving and maintaining economic stability. The Common-
wealth Economic Conference held recently in London agreed that wviolent
fluctuations and uneconomic levels of prices for primary commodities
were against the interests of consumers as well as producers. All Common-
wealth Governments therefore expressed their readiness to co-operate in con-
sidering, commodity by commodity, international schemes desighed to ensure

stability of demand and prices at an economic level. They also recognised the °

need for an agreed procedure for calling together the Governments concerned
to consider emergency action in the event of rapidly developing conditions of
surplus or shortage of commodities entering into international trade.

87. Pakistan’s main objection to commodity agreements so far was that it
did not appear possible to secure any effective guarantee against a slump in the
commodity prices. The recent trends, described above, have recognised the
importance of this viewpoint. We also desired firm assurance from industria-
lised countries for supplies of manufactured goods, particularly capital goods,
as a feature of commodity agreements, as without such an assurance we would
be left with little bargaining power to secure manufactured goods on suitable
terms. Pakistan’s suggestion for a formula which would link up prices of manu-
factured goods with those of raw materials did not find much favour in the Eco-
nomic and Social Council. However, as the result of a recent E.C.0.S.0.C.
resolution, the problem of relationship between the prices of raw materials and
manufactured goods is being studied by the Secretriat of the United Nations.
The advanced countries generally base their objections on the difficulty -of--con-
trolling effectively the prices of innumerable varieties of manufactured -goods.
In present circumstances, we need not press our stand on this point, a5- with
keen competition among industrialised countries, we can reckon on securing our
requirements of manufactured and capital goods, at reasonable prices on the
whole.

88. It seems that there is greater danger of the terms of trade turning
against raw material producing countries. This is specially so in the case of
Pakistan dependent as she is mainly on two textile fibres i.e., cotton and
jute. Industrialised countries can protect themselves in conditions of recession
more easily than raw material producing countries, as the production of the
latter is Tess flexible. It is, therefore, in our interest to accept commodity agree-
ments in principle. As such agreements cover only a part of the actual or
ootertial exportable surplus, the door to bilateral agreements with countries
not parties to the commodity agreements, is not barred.

89. In cotton, our exports form a small proportion of the total exportable
surplus of the world. Conditions in the world market are determined by the
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total world production and the domestic policies of U.S.A., which is the largest
single producer and exporter of cotton. Fluctuations in the American ex-
portable surplus and price of cotton cause pronounced reactions in other cotton
exporting countries. An international commodity agreement in cotton would
therefore give stability to the internal cotton markeét. On the other hand, in
jute, Pakistan is the largest producer and the only exporter. By limiting our
production to total world requirements (jute being a regulated crop, this can be
done), a firmness could be given easily to the internal jute market. If the prices —
arelfnaintained at a reasonable rate, thé threat of substitutes would be dimin-
ish&d. An international commodity agreement would be of advantage only if
it ensures the creation of additional world demand for jute. As regards tea,
Pakistan is already a member of the International Tea Agreement which regu-
lates the acreage and exports of tea. @~ 'We have not joined the International
Wheat Agreement because hitherto we were self-sufficient in- wheat with no
export or import problem.

90. It must be emphasised that the whole concept of international economic gapitisation
co-operation is of comparatively recent origin. Violent fluctuations in the prices of agricultu-
of our agricultural products introduce an element of great certainty in our eco-™ P
nomic situation. If we can ensure stable prices for our exportable commodi-
ties, it would add materially to the strength of our economy,*.

Section 4.—Trade between West and East Pakistan

91. The need for promotion of trade between East and West Pakistan to Tmportance.
the maximum extent possible is self-evident. It will help to reduce foreign
imports, through each wing supplying the wants of the other, and it will
stimulate production in either wing, apart from bringing the people closer
. together.

92. The first essential is easy and cheap transport, both for persons and Transport

goods. Pakistan has the unique feature of having two wings, more than a fcilities
thousand miles apart. Nevertheless, they are parts of-the same country and
this fact must be recognised with all its implications. Transport costs between
two parts of the same country _should not be as high as they are. The Gov-
ernment should assess what rates would be reasonable considering all factors.
In regard to passenger traffic, they should subsidise the air and shipping com-
panies to the extent considered necessary. Further, the transport of goods
between the two wings should be treated as inland movement and “through ”
booking facilities provided by the railways. The existing trans-shipment and
despatch difficulties at ports effectively prevent expansion of inter-zonal trade.
If necessary, the North Western Railway and the Eastern Bengal Railway,
should create special organisations at the ports to deal with inter-zonal traffic.
The quotation of through booking rates will mean that there should be regular
shipping services and fixed shipping rates, and both these requirements should
be met. Additional storage accommodation would also be needed at the ports
for purposes of inter-zonal trade.

93. ‘The next most important requirement is adequate knowledge of the Goods
produce and potentialities of the other wing and establishment of trade con-fuitablefor
tacts;. There ares many goods which can be exported from West Pakistan to trade.
East Pakistan and vice versa. The usual source of supply is India, which in-
yolves unnecessary expenditure of foreign exchange unless it breeds illicit
trade, which is worse. A list of the commodities in demand in West Pakistan

and available in East Pakistan, and vice versa, with an indication of the present

+ A Note by Mr. Zahid Hussain on stabilisation schemes for’cotton.and jute, which was
received after the Committee had concluded its deliberations, is reproduced in Appendix No. 30.
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production in either wing, is given below :

Table No. 18.—Production in West and East Pakistan of goods suitable for
inter-zonal trade.
(Fiscal 1950-51)

. . Production in Production in
S.No. Commodity Unit West East
Pakistan Pakistan

A. Commodities in demand in
West Pakistan :

1. Betel nut ... maunds Nil. 12,07,000 (a)
2. Pan » Nil. 30,87,000 (b)
3. Tea 1bs. Nil. 3,78,56,080

4.  Onions e e ... maunds 27,52,000 33,95,000

5.  Garlic ,, 9,000 ’3,77,000

6.  Ginger " 1,00,000

7.  Pine apples v Nil. 1,45,250

8.  Bananas " 1,02,170  4,36,15,000

9. Egsgs » 14,17,06,600  38,49,9E,000 (c)
10.  Fur and fancy skins ... pieces 11,93,000 7,10,000

B. Commodities in demand in
East Pakistan :

1. Rice ... - ... maunds. 2,32,47,000  20,03,59,000

2.  Wheat.. . ” 10,73,15,000 5,46,000

3, Rape and mustard seed v 51,57,000 24,28,000

4. Malta (or,ange) ' 35,16,400

5.  Apples... . e e " 8,20,095 .

6. Grapes... ' 1,83,400

7.  Cotton... . ... tons. 2,32,000 3,000

8.  Cotton seed tons. 4,93,500 6,500

9. Dates ... ... maunds. 40,96,310
10.  Pomegrantes] ... e .. " 71,040 e
11.  Wool ... " 2,86,000 (c) 3,000 (¢)
12.  Cattle ... heads 1,45,80 OOO(d) 1,53,16,000¢ (d)

(superxor (poor quahty)
quality).
(a) 1948-49 (b) 1944-45 (c) 1949-50 (d) 1948. ( Source : C.8S. 0. )

94. There must be other commodities in either case and there is need for
detailed investigation. It has been suggested that trade offices should be set
up at Chittagong and Karachi with the specific purpose of providing informa-
tion and promoting inter-zonal trade. It has also been suggested that Provin-
cial commercial museums should be established in all Provincial headquarters
and other important towns, displaying the products of all Provinces. We would
commend both the suggestions.

Section 5.—Financing of trade

95. It is difficult to judge the adequacy of credit facilities for trade-in its
various stages, without a detailed study of credit conditions in different parts of
the country for different commodities, and adequate data about volume and
areas of production, distribution and consumption centres, turn-over during
various parts of the year, prices, etc. Credit facilities for trade are required in
each of the following stages :

(a) Procurement of produce from the growers or manufacturers.

(b) Movement of produce from centres of production to collection centres
and from there to processing centres and later ta export points (in
the case of exportable commodities) ; and movement to centres of
consumption within the country (in the case of domestic and im-
ported commodities).

(c) The processing of raw produce.

(d) Stocking of domestic or imported commodities at centres of con-
sumption and of exportable goods at exporting points.
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96. The provision of finance by credit institutions has certain pre-requisites fefel'lisiws
viz., ability do deposit margins required, pay the rates of interest asked for and 4 ’
furnish suitable security against advances. Where even the minimum require-
ments of these factors cannot be satisfied, the provision of credit is necessarily
limited. : .

97. In the case of (a) above, credit facilities were mainly provided before gpggreggnt
the Partition by mahajans* and now by the local well-to-do ‘landholders, and in produrc%,

a smaller measure, by cooperative societies. Commercial banks make little
contribution at this stage.

98. In the case of (b) above, viz., movement of produce, credit facilities %O‘gggg
are usually available from the commercial banks against receipts issued by the P )
railway or (in the case of East Bengal) inland steamer companies, but difficul-
ties arise for want of adequate number-of branches of commercial banks. If
the centre of production or collection does not-have a bank office, the railway
receipts have to be sent elsewhere in order to obtain credit. If there is no
railway station, the position is worse as risk of transport of cash from the bank
town to the production or collection centres has to be faced. However, after
the goods reach port towns, credit facilities are reasonably adequate.

99. In the case of (c) above, viz., the processing stage, branches of banks Processingof
are generally located at the processing centres, but in the absence. of goodp )
godown facilities the banks are unable to extend credit in desirable volume.

100. In the case of (d) above, viz., financing of stocks, credit facilities are Financing of
very inadequate except in the port towns, and this is a great lacuna in {f;ggnal
the credit structure. Even in larger cities there are complaints of inadequacy
of funds for retail business. The commercial banks do not wish to provide
finance against pledges, as stocks of retailers are continually drawn upon for
daily sales. Before the Partition, Hindu shroffs provided finance by discount-
ing the hundist and subsequently rediscounting them with the commercial banks.

Efforts on the part of the National Bank of Pakistan to develop a similar system
‘have not yet succeeded.

Table No. 19.—Increase in the number of banks.

August 1947 August 1948 August 1952
1. Number of Scheduled Banksi ... 46 34 31
2. Total number of offices of Scheduled Banks 213 194 2159
3. Number of Non-Scheduled Banks 190 124 95
4. Number of offices of Non-Scheduled Banks e 493 172 o 146
(Source : S.B.P.)
Table No. 20.—Consolidated position of Scheduled Banks.
(In lakhs of rupees.)
July July July July July
1948 1949 1950 1951 1952
1. Demand ligbilities 85,92 89,57 1,00,65 " 1,17,55 1,14,25
2. Time liabilities .. ... e 15,48 18,28 24,23 28,25 25,13
Total demand & time Habilities ... 1,01,40 1,07,85 1,24,88 1,45,80 1,39,38
3. Cash in Pakistan 3,74 3,27 3,58 4,21 4,18 , .
4, Balance with State Bank of ) .
Pakistan . e . 24,87 18,44 12,34 23,01 10,19
5. Advances in Pakistan ... 24,08 40,06 4485 42,19 72,58
6. Bills discounted in Pakistan 42 2,39 3,50 9,54 6,30

(Source: S.B.P.)

*Mahajans wire Hindu money-lenders.
+Hundi mans bill of exchange.

1A Scheduled Bank is a bank included in the Second Schedule of the State Bank of Pakistan Order, 1948. It
must have a paid up capital and reserve of an aggregate value of not less than Rs. 5 lakhs.
{ Although the increase since August 1948 appears to be 21, it was actually 125. A large number out of-194

offices.in 1948 was defunct and closed down shortly afterwards.
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gggkgmﬂﬁa‘ 101. Cemmercjal banks :anve the basis of credit structure. ‘With the depar-
. fure of Iindu bankers in the wake .of the Partition, -a difficult situation was
created. The establishment in July 1948 of the State Bank of Pakistan was -an
event of great importance. The State Bank helped to regulate and .organise
the banking system. The following table shows the progress :
Financing of 102. "The ¢wo main commodities requiring large finance for trading are cotton
$otton and jute. In the absence of normal banking facitities, the (Government sponsored
in ‘Sertember 1947, the Pakistan Finance Corporation but its scope was limited
as it gave credit against baled cotton only. Considerable finance is required also
for purchasing and -ginning cotton. The co-operative banks were able to help
substantially, by entering into the commercial field. With the ppening of more
branches of commercial banks every year, credit facilities have progressively
increased. The National Bark of Pakistan, which initially confined its atten-
tion to jute, has now become the main finaneier of cotton business. (During
1:951-52 season it lent Rs. 31 c;‘ores).

?inaxtlrcigg of 103. In the case of jute, finance was mainly prov.ded by marwaris and by

utetrade:  foreign banks, but they withdrew the facilities after the sterling dewvaluation
in September 1949. The National Bank of Pakistan was sponsored in Nowember
1949 and assumed heavy responsibilities immediately, lending almost Rs. 11
crores in the first season. ‘The amount increased to Rs. 16.38 crores in the
105152 season.

Bill market. 104. The commercial banks face £we main preblems—the inadequacy of
funds .during the busy season and the absence of good godowns. Thepe is no
bill market in Pakistan which could ensure .automatic increase and -decrease #n
the money supply in the country according to requirements, through redis-
counting facilities given by the LCentral Bank. The system of .cash -credits is
mere pepular in the country. The gcommercial banks .alse have not favoured °
bills because of the comperative ease in getting -Central Bank accommedation
against government securities and higher rate of stamp -duty payable on time
bills. The State Bank has recently introduced a scheme of bill discounting
under which advances will be granted to the scheduled banks, in the form of
demand loans on their executing demand promissory notes supported by
usance promissory notes of their constituents maturing within 90 days. The
scheme also provides for the rediscounting of bills. The rate of interest an bills
has been reduced to half a percent below the bank rate of 3% and the 'State
Bank bhears half the cost of stamp duty. Under the scheme, agricultural bills
are also eligible for rediscounting and for the grant of advances against such
bills. These steps have been taken by the State Bank as the first measure to-
wards the development of a bill market. We understand that where necessary.
the maturity period can be extended under the law to 9 months in the case of
agrieultural commodities. We recommend that this facility should be allowed
in practice, as liberally as possible. A further step to encourage the bill market
will be to grant special legal protection to the settlement of claims against bills of
exchange.

Warchouses, 105. The absence of an adequate number of well-regulated wherehouses
and the system of warehouse seceipts, avhich would constitute negotiable docu-
ments, is a big obstadle to the availability of easy credit facilities to cultivators
and traders. Some storage accommodation has been built by the Government
for commodities in which they are interested as part of their state trading
operations i.e., for foodgrains and sugar or price support schemes i.e., for
jute {vide Appendix No. 13). But it is insufficient to meet their ewn normal
requirements for the purpose of custody and distribution -of stocks. Very few
private warehouses exist. At the porf fowns the problem is less acute, but in
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the interior, even the larger ginning factories have no proper storage accom-
modation. We recommend that the Government should sponsor one or more
corporations (preferably one in each Province or producing region) for estab-
lishing warehouses in the country. These corporations should be financed
joinzly by the €entral as well as Provincial Governments, commercial banks,
corporations, individual businessmen and the general public. There should
be' a eentral board for coordinating the activities of the corporatioms and for
regulating their policies and procedures. The corporatipns sheuld fune-
tion. on: purely comrr}ercial‘g lines aiming’ to- make reasonable profits:
They should lay downi the various types of accommodation and the
minimum engineering, and: other requirenients. The corpordations: may
also help the existing warehouses and godowns to: come up to the
preseribed standards and' grant themr licences: for condieting similar' opera-
tions. Ani assessment of the storage requirements oft the country will have to’
be made carefully after a study of the areas: of produttion; quantitiies: of crops;
centres: of distribution and consumption tlte volume of movement duting
various parts of the year, the existing facilities available, etc., and: a: balanced:
sterage-map of the country drawn up. What is needed is-a chain of storehouses
stretching throughout the country and providing facilities in all impertant.
mandis-and collecting centres as well as for groups of villages in the producing
areas.

Sectiom: 8:~Prices

106. Restrictions on import of consumer geods lead. to rise in prices. At Need for
present,. stocks of many imported items are plentiful in the country, partiey-Pprice control.
larly the essential item. of cloth.. We also hope that our appeal for austerity
. in consumption will reduce' the effective demand. for consumer goods. Newver-
theless, immediate consideration should be given to. the question- of control of
prices;.in order that the consumer may not'be put to- undue- hardship. The
change from 0.G.L.. to. a policy of import license¥ calls: for a roest vigilant
watch on the trend of prices. It is-a matter of regret that. in many cases exces-
sive profits. have been charged. by importers- and: middlemen, so thiat the' consu~
mer did not always receive the benefit of the non-devalued rupee- or liberal
imports. The range of profits has-been 50% to 100% or even:more, from: land-
ed cost. to- wholesale price and then. to- the retail: price: The suspension: off
0O.G.L. will further restrict the element of competition and there is danger that
thHe unscrupulous will only increase the margin' of their unjustified gains.

107. The Central Government has powers, under: the Essential Supplies Legisfative
(Temporary Powers): Act of 1946 to control tHe production, supply, distribu- powers.
tion and: prices of the following commudities :—

(i)- Foedstuffs.
(i) Cotton and woollen textiles:
(iii) Paper.
(iv?) Petroleum and- petroleum: products.
¢w). Spare parts-of mechanically-propelled: vehicles.
(vi) Coal.

(vii) Iron and 'steel.

(viii) Mica.

108. We are not in favour of enforcing controls if it can be. helped.. They Control on
impose heavy burden-on the-administrative machinery and lead to all sorts of mal- &ential
practices. Controls which are not administered with full efficiency and integ- only.
rity,. prove  worse'than no controls. We consider, thepefore,.that controls should:
be imposed. ordinarily enly on. the. most.essential- commodities which:are in short
supply. The scope of the above Act need not be widened further except to
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the extent necessary for the well being of the common man. For instance,
items like drugs and medical preparations, photographic materials including
X-ray films, medical and surgical instruments and appliances should only be
included.

109. Control orders in respect of various items should be kept ready and
a plan for the administrative organisation and procedure should be drawn up
in advance. The controls should be introduced as soon as a long-term short-
age of the particular item threatens to develop. The corollary of price control
is distribution control and the two should not ordinarily be divorced from each
other. h

110. Other measures to arrest the rise in prices should be thought out and
adopted. Of foremost importance is increase in indigenous production. We
have suggested earlier that fair price shops should be opened and consumer
co-operative. societies should be organised which should make direct
imports. Such steps are particularly necessary for salaried personnel having in-
flexible incomes. The Government should also arrange to give wide publicity to
the landed cost of at least the more common articles of consumption as an in-
direct measure to discourage unduly high profits by middlemen. The prices of
as many goods'as possible should be marked on them. Fair retail prices should
be determined whenever feasible, particularly in the case of monopolies (whether
in imports or in local production) and the margins of profit should be reason-
able—keeping in view all factors. The co-operation of the people should be
enlisted fully in order to make price controls effective. The businessmen them-
selves should be associated and their public spiritedness invoked. The provi-
sions of the Hoarding and Blackmarket Act of 1948 should be made more com-
prehensive and more practical. The punishment should be more deterrent and
in the case of fines, which a profiteer can well afford to pay, the amount should
be such as to reduce the offender to penury. The law ‘should provide punish-
ments both for the seller and the buyer who deliberately helps him in charging
a high price. An enforcement machinery will need to be created in order to
check cases of malpractice. Further, effective means should be adopted of re-
ducing procurement and distribution costs of Government-rationed commodi-
ties, e.g., foodstuffs. The difference between the procurement price and the
final sale price has ranged, even within West Pakistan, from 50% to 75% and, in
the case of rice sent from West Pakistan to East Pakistan, more than 100%.
This is obviously untenable and means undue hardship for the consumers.

111. There is disparity of prices between West and East Pakistan, both in
the case of imported articles and goods produced in West Pakistan. This is
partly attributed to smuggling of imported goods from East Pakistan to India
and partly to higher freight charges to Chittagong. Steps should be taken to
bring down the prices in East Pakistan, and in the case of manufactured articles
sent from West Pakistan, to give a special rebate in freight wherever possible
to purchasers in East Pakistan.

112. While on the question of prices, we would like to emphasise the need
for accurate and reliable statistics of prices of both agricultural and non-
agricultural items. At present, only the following types of statistics are main-
tained :—

(i) Average wholesale prices of commodities.
(ii) Retail prices of important consumer articles in.major towns..

No cost of living indices are published except in the case of industrial labour
in five selected towns. It is extremely important that cost of living indices of
other sections of population and an average index for the population as a whole
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should be compiled. Besides, wholesale price indices should be constructed
for major commodity groups. These also may be weighted into an overall
wholesale price index to permit comparisons with price trends in other coun-
tries. For any effective prlce control administration, it is essential that the
fullest and most reliable price data should be readlly available. We would
therefore suggest that there should be a special Price Section in the C. S. O.

113. The result of the present inadequacy of price statistics is that while Published
there are appreciable and sometimes serious fluctuations in prices, the official ;’gﬁ;‘t‘ws
figures do not reflect them. The public has, therefore, lost confidence in Gov-
ernment price statistics. Official statistics are normally based on control pricea
where they exist. There should be a system of covering free market prices
also and bringing out the effect of that element. The published cost of 11v1ng
indices for industrial labour have not shown much variation (figures for Sép-
tember 1952 are 101 for Karachi, 98 for Lahore and 114 for Narayanganj, with
the base year 1948-49 as 100). This is apparently because the indices are
weighted heavily in favour of food items, and in Pakistan the procurement and
ration programmes of foodgrains have generally kept the food costs within
reasonable levels in the rationed areas. Nevertheless, whenever any overall
shortages develop, as at the present time, a black market at much higher prices
flourishes. Data about retail prices of imported or locally-produced goods is
not available prior to January 1951 but wholesale prices are available since
1948 (fuller details given in Appendix No. 9), and these have been depicted for
selected articles in the following graph, in order to give an idea of the move-
ment of prices. A graph showing the price movement of exported commodities
has been given on page 12.
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Section 7.—T'rade statistics

114. Trade statistics have heen largely covered by the Central Statistical
Office and data about seaborne trade, land-borne trade, analysis of imports and
exports by countries and by :commodities, -operation of trade agreements and
coastal trade is regularly published. However, detailed trade statistics are
available only with a time lag of two months. Provisional data is now proposed
to be made available within three weeks. In order to expedite the flow of data
and -commpilation of final statistics a system should be devised whereby Tand cus-
toms outposts can report trade returns more rapidly than they do at present.
We suggest that all possible steps should be taken to eliminate the delays in
compiling trade statistics and where they are unavoidable, a system should be
evolwed of incerporating estimates. Mechanization of foreign trade statistics
sheuld e undertaken in order to speed up the release of final data. i

115. A serious lacuna, on account of which our study was greatly handicap-
ped, is that properly classified figures regarding imports made on Government
account are not available. Tor this reason, it has not been possible to compile
a worrect statement of eur balance -0f trade. We have been told that Govern-
mrent impert accounts are not maintained by the Government on the same lines
as the -commercial imports. The defect arises out of differential treatment
given by the custom authorities to imports on Government account. We con-
sider that Government imports should be classified in the same way as private
impeorts and wpito-date records, maintaired in similar detail to -enable proper
examination and control. Tiarge purchases are made through our Diplomatic
Missions abroad and information about their transactions is not readily avail
able. They should submit accounts for each month by the middle of th
following month, and the C.S.0.|S.B.P, should be gizen full assistance to com-
pile ‘trade[forelgn exchange statistics under appropriate heads.

116. We make the following detailed suggestions :

(i) Imports on Government account should be subject to the same cus-
tom regulations and procedures which apply to commercial imports,
as regards filing of documents and recording of statistics. In the case
of defence stores, no further analysis need be given, if so required
in the interest of security, but the total figures for all defence stores
recetved from time to time should be recorded, fuller details being
maintained by the Ministry of Defence.

(ii) The irade classification used feor imperts en Goevernment account
should be as detailed as for private account imports, and invisible
expenditure on Government account i.e., payments otherwise than
for physical imports, should be kept separa‘te ~

(iii) In order that full information about Government imports is made\
available, and delays in submission of returns are eliminated, the
Cs.0. should work out detailed procedures in consuitation With the
Custom Houses and other agencies concerned. '

(iv) The Diplomatic Missions abroad should submit accounts for., each
month by the middle of the following month and these shiild be
promptly made available to the C.S.0./SB.P. in the form réq ired
by them. ~

{v) All trade statistics should be maintained on the July—June year basis,
but an analysis by quarters should be shown invariably. This
would facilitate conversion of the figures to the calender year or the
fiscal year basis, whenever needed.
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CHAPTER III
BALANCE OF PAYMENTS

Section l.—Invisible exports and imports

117. The balance of payments is the account of receipts and payments of
foreign exchange. A country should try to be in baldance with each of the
other currency areas with which it has transactions, in order to avoid adjust-
ment of the deficit in gold or in dollars. Members of the sterling area need not
have individual balancing of accounts with each other, but each of them should
balance her transactions as a whole, and together they should balance their
transactions with the rest of the world. J

118. The “ balance of trade ”, is frequently confused with the “ balance of
payments ”, and there exists an impression that if the balance of trade is favour-
able, there is no further problem. As explained earlier, our foreign exchange
payments arise not only from imports on private account but also from imports
by Government (whether of commodities needed for public consumption e.g.,
foodgrains, sugar, coal, oil, etc. or stores required by Government departments
including Defence). Besides, there are ‘invisible’ payments on private and
Government account which are only partly set off by ‘ invisible ’ receipts. Under
the present system of maintenance of foreign exchange accounts, the expendi-
ture on invisibles on Government account is not shown separately from expen-
diture on physical imports made by the Government. We have elsewhere
recommended that the -foreign exchange account should be maintained in
greater detail : only then would it be possible to group togethier all expenditure
on phvsical imports distinctly from expenditure on invisibles.

119. The trend in the balance of payments since January 1948 is shown in
the following table.

Table No. 21.—Balance of Payments, by half-years.*
(In lakhs of rupees.)

. Errors
Period Receipts Payments and Balance
omissions
Jan.—June 1948 © 44,66 22,98 —3,18 +18,50
July—Dec. 1948 32,02 56,71 +3,81 —20,88
Jan.—June 1949 68,86 89,71 —8,54 - 29,39
Total - 1,00,88 1,46,42 —4,73 —50,27
July—Dec. 1949 36,26 60,34 +2,23 —21,85
Jan.—June 1950 58,59 69,48 +1,27 —9,62
Total . 9485 12982 +3,50 —31,47
July—Dec. 1950 77,71 81,66 +2,11 —1,84
Jan.—June 1951 1,69,45 1,07,80 —2,16 +59,49
Total . 2,47,16 1,89,49 —5 +57,62
July—Dec. 1951 1,18,40 1,28,31 +2,42 —7,49
Jan~—June 1952 1,22,21 1,59,59 —1,49 —38,87
Total 2,40,61 2,87,90 +93 ~-46,36

(Source : S. B. P.)

*The figures for the half year July—December 1952 are :—
Receipts Payments Errors and omissions Balance.
69,56 117,07 —78 —48,29
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Our balance of payments was in deficit from July 1948 to June 1950. Under
the impact of the Korean boom the deficit decreased and in the half-year Jan-
uary—June 1951, we had a heavy surplus (of almost Rs. 60 crores). Since then
the balance of payments has been deficit. again. It will be observed, however,
that the balance for the two years July 1950 to June 1952 is plus 11.28 crores,
while for the previdus two years July 1948 to June 1952, it is minus Rs. 81.74
crores. During the earlier period, we were able to meet the deficit by drawing
down our sterling balances but this is no longer possible in view of the present
position of the reserves.

120. The following table shows the position of balance of payments and
reserves, on quarterly basis, since July 1950.

Table No.-22.—Quarterly balance of payménis,during boom period and after.

(In lakhs of rupees.)
Foreign
Errors exchange

Period Receipts Payments and Balance reserves

Omissions « atend
of period*
July—Sept. 1950 e e . 29,15 38,87 +1,25 —38,47 87,07
Qct.—Dec. 1950 ... . v 48,56 42,79 + 861 +6,63 94,16
Jan.—March 1951 94,48 49,62 —1,76 443,09 1,38,16
April—June 1951 74,97 58,18 —40 +16,39 1,51,31
July—Sept. 1951 ... 53,70 58,28 +2,24 —2,33 1,49,00
Qct.—Dec. 1951 ... 64,70 70,03 +18 —5,17 1,48,17
Jan,~—March 1952 78,39 88,44 —49 —10,55 1,24,50
April—June 1952 43,82 71,15 —1,00 —28,33 1,04,57

July—Sept. 19521 - 25,62 65,59 —63 —40,59 66,23*

(Source : S. B. P.)

Until June 1951, the position of reserves was continually improving. A small
deficit (Rs. 2.33 crores) developed in the balance of payments during the quarter
July—September 1951 and it increased (to Rs. 5.17 crores) during the following
quarter viz. October—December 1951, the total deficit for the half-year being
Rs. 7.50 crores. However, the reserves at the end of December 1951 stood at
Rs. 148 crores, a figure much higher than was normally required (in para. 152,
page 50 we have assessed it at Rs. 110 crores). The Government continued the
liberal import policy adopted in July 1951 beyond December 1951 apparently
on the strength of this reserve, and in the view that as the boom conditions were
over, commercial imports during the half year January—June 1952 would not
be higher than they were during July—December 1951 (Rs. 83 crores). It was
evidently considered better to enlarge the imports of plant and machinery and
industrial raw materials and stock the country with consumer goods, than to
keep the foreign exchange earnings in the form of sterling balances beyond a
reasonable figure. However, there was speculation on the part of importers and
excessive buying occurred against the O.G.L. Eventually, the total commer-
cial imports during January—June 1952 turned out to be Rs. 109 crores i.e., an
excess of Rs. 26 crores over the previous half year, when the same liberal im-
port policy had been in operation. An element of this expenditure was due to
over-invoicing of imports. The result of this excessive expenditure was a deficit

* The figure at the end of quarter October—December 1952 was Rs. 60, 61 lakhs. This further fall is due largely
to heavy wheat imports.
+-The figures for the quarter October—December 1952 are :— .
Receipts Payments Errors & omissions Balance
43,94 51,48 —15 —17,69
* The difference between successive figures in this column is not the same as the figures in
the previous column, because of fluctuations in other items of Investment and Financing Account
of the balance of payments,
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of about Rs. 39 crores during the half-year January—June 1952, although the
earnings were still high and slightly better than the previous half-year.
The Government took certain steps in June and July 1952 to control speculation
and excessive imports on the part of trade—they imposed marginal restrictions
on the opening of letters of credit, prohibited clean overdrafts, restricted advances
against stocks and raised the import duty on cotton textiles.

121. However, despite these restrictive measures, the commercial imports,
though declining, continued at a high level—the ﬁgure for the quarter July—
September 1952 was Rs. 43.57 crores. This coupled with a sharp decline in
earnings due to the fall in prices of jute and cotton and a further draw on
account of unanticipated food imports, led to a serious depletion of reserves
which came down to Rs. 66 crores at the end of September 1952. The O.G.L.
was curtailed only in August 1952. We recognise that the decline in the prices
of our exportable goods has been more precipitous than expected. We feel,
however, that the restrictive measures adopted by the Government from time
to time should have been imposed earlier than they were.f The O.G.L. was
entirely suspended in November 1952.

122. The existing level of reserves being low, we must live within our earn-
ings. We have to balance our foreign exchange receipts and payments on cur-

rent account : indeed we must build up our foreign exchange reserves as soon
as circumstances permit (the required level of reserves is considered in para. 152

(page. 50).

123. The measures for reducing physical imports and increasing exports
in order 1o achieve a more favourable balance of trade, have been con51dered in
Chapter II. The problem of increasing “ invisible ” exports and reducing “
visible ” imports may be considered now.

124. Our invisible exports are very small in volume and though they have
increased, with the increase of export and import trade, they are likely to
register a fall in conditions of recession. An analysis by main items is given

below :—
Table No. 23.—Invisible exports

(July 1951 to June 1952)
(In lakhs of rupees)-

1. Shipping 1,85
2: Air . 17
3. Insurance . 38
4. Foreign Governments and R. A. F.’ 1,30
5. Office maintenance 28
6. Savings 8
7. Interest on ster]mg and India rupee balance 1,86
8. Foreign Missions 13
9. Losses ... 3
10. Profits ... e . 28
11. Commission 22
12. Income tax 53
13. Settlement of claims 32
14, Repayment of overdrafts ... 1
15. Settlement of money orders 14
16. Expenses on imports, exports etc. ... 25
17. Miscellaneous 14,08
Total 21,91

(Source : S. B. P.)

+ The Hon’ble Mr. Fazlur Rahman did not hke to express any opinion regarding the apprecia-
tion and conclusions contained in paras 120 and 121.
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125. The scope for increasing invisible exports.does not appear to be large tTrg‘é{éS‘

at the present stage. Attempts, however, could be made in certain fields, for
instance, tourist traffic. On account of inadequate hotel and transport facilities
at the places and in the areas likely to draw tourists, there is little attraction at
present for visitors. These deficiencies should be made good and everything
possible should be done to encourage foreign tourists. A tourist organisation
should be set up for the purpose. One facility that could be provided imme-
diately is to allow transit passengers passing through Karachi to visit the City

during their halt, by providing a transit ticket and even free transpoxt.

126. The same considerations apply to the holding of international confe- International
rences in Pakistan which should be encouraged to the extent facilities can be pro- U
vided for them. Likewise, efforts should be made to have regional offices of offices.
the United Nations and other international agencies established in Pakistan.

127. Another possibility that can be explored is to develop a free zone for g{ffnfgg‘;s

imports and re-exports—this would improve invisibles through commissions

earned by Pakistani intermediaries.
128. While there is not much scope of effecting improvements in invisible Reduction
. . . . . in invisible
exports in the immediate future, there are better prospects of effecting savings imports.
on invisible imports. An analysis of such imports is given below : —

Table No. 24.—Invisible imports
(July to June)

Items 1948-49 1949-50 1950-51 1951-52
L J

1. Travel. 86 2,59 2,63 4,20
2. Family maintenance 88 1,15 1,17 1,35
3. Agency services ... 70 99 84 1,09
4. Educational expenses 10 16 18 28

5. Periodicals 2 3
6. Refunds and rebates 1,00 98 1,11 4,40
7. Insurance premia & other insurance payments 28 41 78 1,87
8. Film rentals 6 6 9 26
9. Freight charges and passage earnings 1,16 1,73 2,54 1 5,55
10. Operating expenses of Pak. steamship & air companies 1,30 82 . 61 2,21
11. Remittance of savings 1,81 1,48 1,08 66
12. Profits, interest and dividends 71 1,84 2,49 3,14
13. Payment of debts 11 25 21
14, Royalties 2
15. Miscellaneous ... 5,53° 8,52 5,12 10,19
Total e 14,41 20,87 18,88 35,44

(Source : S. B. P.)

In addition to these invisibles are the invisible payments on Government account Invisibles on
i.e., payments for purposes other than import of goods, e.g., expenditure on Socount
Diplomatic Missions abroad and officials and delegations sent out. These in-
visibles are likely to increase in future on account of (a) the annual payments
of debt to India as Pakistan’s share of the net liabilities of the Government of
undivided India and (b) the repayment instalments on account of World Bank

and other loans.

129. The items of largest magnitude are : freight charges and passage pay- main items.
ments (Rs. 5.55 crores), refunds and rebate (Rs. 4.40 crores), travel abroad
(Rs. 4.20 crores), remittance of profits, etc., by foreign firms (Rs. 3.14 crores)
operating expenses of Pakistani steamship and air companies (Rs. 2.21 crores)
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and insurance payments (Rs. 1.87 crores). All the figures quoted relate to the
year July 1951 to June 1952. Concerted and planned action is called for in
order to effect savings under each heading. Our recommendations designed to
reduce the volume of invisible expenditure are as follows :—

Travel. 130. Travel.—(i) The basic quota of foreign exchange admissible to an
tnd1v1dua1 for European countries should be reduced from £ 250 to £150 for each
year.* (We are glad that this has since been done.)

(ii) Steps should be taken to limit the total expenditure on account of
travel to R¢' 2.5 crores.t

(iii) No leave salary or salary on duty should be paid to Government
servants during visits abroad. When on duty, a Government servant is given
suitable allowances. Like non-officials, he should justify his requirements and
obtain foreign exchange on an ad hoc basis.

(iv) The maximum limits adopted for release of foreign exchange for
business travel abroad, viz., £10 for UK. and the Continent and $40 per day
for U.S.A. should be reduced by 25%.

Family 131, Family maintenance.—No foreign nationals* should normally be per-
maintenance. mitted to remit more than £75, per month for the purpose of family main-
tenance, instead of the present maximum limit of £ 100.

Agency 132. Agency services—Pakistani businessmen should be encouraged to

services. open branch offices abroad in order to reduce the payments made to foreign
business houses for agency services. However, adequate safeguards will have
to be worked out to ensure that the foreign exchange provided for the purpose
is not abused and the branch offices do not help to under-invoice exports and
over-invoice imports.

Refunds and 183. Refunds and rebates.—No releases of foreign exchange in settlement®
rebates. of claims for refunds and rebates should be permitted except on presentation of
award by a duly recognised body.

Film renals, 134. Film rentals.—(i) The ceiling for expenditure on films should be
Rs. 26 lakhs—Rs. 18 lakhs for India and Rs. 8 lakhs for other countries. With
India, reciprocity should be established as far as possible.

(ii) The Pakistani film industry should be developed and should seek
markets, apart from India, in other adjoining countries.

Air transport. 135. Air transport.—(i) Chartering of aircraft, whether between West and
East Pakistan or for foreign countries, should be finalised with due regard to
the foreign exchange expehditure involved.

(ii) In order to encourage the national air lines to buy provisions including
petrol, in Pakistan instead of foreign countries, a rebate should be given to them
on custom and excise duties levied.

(iii) The quality and quantity of services at the air ports—medical, cus-
toms, security and catering arrangements—should be improved.

(iv) An office of the National Bank of Pakistan should be set up at the
Karachi Airport and other airports to facilitate money-changing.

(v) Better arrangements should be made for the display as well as sale of
Pakistani products at the Karachi Airport, and other airports.

* For Indian nationals there are special regulations which allow remittance up to Ks. 35 per month only.

+ Mr. Moazzamuddin Hosain expressed the view that such limitation of expenditute on tfavel should not affeck
adversely travel for the purpose of performing kaj-or receiving education abroad.
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(vi) The Civil Aviation Department should try to -arrange that a national
airline, instead of a foreign airline, is selected to look after the interests of
companies which do not have offices of their own at our airports.

Note.—Our recommendations on the developmtent of internatidnal air ser-

vices (Chapter VI) will also help to increase foreign exchange receipt and re-
duce expenditure.

136. Shipping.—(i) All chartering of ships by the Government should be Shipping.
arranged through the Controller of Shipping who should canalize his demand
through one agency in order to avoid raising the quotations. ’

(ii) The payments made for purchases or repairs of ships should be jeal-
ously scrutinized and made subject to the production of certificates by a recog-
nised firm of price surveyors, which should be checked by the Controller of
Shipping. Similarly, a detailed examination of all expenses incurred abroad
by the shipping companies should be conducted by the Controller of Shipping
in consultation with the State Bank of Pakistan.

(iii) Rebate of customs duty should be given to Pakistani companies for
provisions, stores and fuel purchased in Pakistan, including the vessels plying
between West and East Pakistan. Where import licences are needed by them
they should be granted liberally on the recommendations of the Controller of
Shipping in order to avoid purchases abroad.

(iv) Pakistani ships should be employed for foreign exports and imports
as far as possible, e.g., where Conference Lines do not operate, or where provi-
sion can be made in bilateral agreements or barter arrangements.

(v) The earnings of Pakistan shipping companies should be jealously
scrutinised. The Controller of Shipping should obtain regular returms of the
movements of ships. Complete accounts pertaining to each voyage should be
submitted to the State Bank through the Controller of Shipping within six
weeks of the completion of the voyage. Such accounts should be chegked, if
necessary, with the assistance of a firm of recognised surveyors. The credit
of all amounts received by shipping companies as compensation from insurance
companies should be watched. No Pakistani vessel should be allowed to be
mortgaged abroad without the prior sanction of the Controller of Shipping.

"Note—Our recommendations on the development of international ship-

ping (Chapter VI) will also help to increase foreign exchange receipts and re-
duce expenditure.

137. Profits, «interests and dividends.—The provision in the income-tax Rfemitgim@
law requiring distribution of more than 60 per cent. of assessable income as """

dividend, prevents investment by foreign companies, and should therefore be
re-examined.

138. General.—(i) The statistics relating to invisible payments and receipts General.
should be improved. The classification of receipts and expenditure should be
under the same or similar headings. The invisibles on Government account
should be separated from payments made for Government imports, and they
should be subdivided under distinct headings similar to those adopted for invi-
sibles on private account. Expenditure on important items such as Diploma-
tic Missions abroad should be available readily. The existing “ Miscellaneous ”
heading in the case of both receipts and payments should be further subdivided
as far as practicable in order to enable fuller analysis and better control of the
transactions covered.
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(ii) A further examination should be conducted of the Miscellz_meou; ”
invisible receipts and payments by the Ministry of Finance in constiltation with
the State Bank of Pakistan and the Ministries concerned.

139. In connection with the remittance of profits by foreign companies, the.
need for control over foreign firms generally and over foreign insurance com-
panies particularly, was considered. Foreign firms are welcome in industry
and in such commercial activities as require spccial technical knowledge and
experience. However, many foreign business firms are only subsidiaries of
organisations abroad and their transactions are not fully accounted for in Pakis-
tan. We feel that legislation should be undertaken to provide that all foreign
business firms and all foreign companies dealing with imports and exports, in-
surance, banking, shipping and forwarding and clearing, etc., should take out
licences specifying the nature of business. The proposed legislation should
empower the Government to call for any information from such firms. The
question of associating Pakistani capital and employment of Pakistan nationals
in commercial and other firms, as in the case of industrial concerns, should be
investigated. We understand that proposals on these lines were made pre-
viously by the State Bank of Pakistan and the Ministry of Commerce.

140. Insurance premium earned by foreign insurance companies involves
appreciable expenditure of foreign exchange. The foreign companies make
remittances of surplus funds after deducting liabilities due to commissions,
office expenses, taxation, losses paid out or outsanding and reserves for the un-
expired risks not exceeding 40% of the net premium. On the subject of in-
surance, we make the following recommendations :

(i) The State-sponsored Insurance Corporation should be established as
early as possible*. It should examine the possibilities of early in-
vestment of large funds in first class insurance companies and should
be provided with a sufficiently large capital and reserve, so as to
retain, to start with, 30% to 509 of the re-insurance business in
Pakistan. It should act as a -mother institution for insurance com-
panies in the same way as the State Bank of Pakistan acts for banks
and assist existing and promote new insurance companies. At present
out of 89 insurance companies operating in the country only 11 are
Pakistani.

(ii) The question should be examined whether the establishment of
mushroom insurance companies could be controlled, as also the rene-
wal of licences to existing foreign companies and grant of permission
to new foreign companies. Many mushroom companies have been
set up specifically to cover the insurance business of large importing
and exporting foreign business concerns.

(iii) The question should be examined whether any effective step can be
taken to curb the practice of illegal rebates.

(iv) Before remittances are authorised the foreign insurance companies
should be required to submit to the Controller of Insurance and the
State Bank of Pakistan a complete analysis of their transactions at
the end of each financial vear, in the revised proforma suggested for
the purpose (Appendix No. 11). The proforma provides for reten-
tion of reserves for unexpired risks at 100% of net premium income
of the year for marine, 50% for fire and 50% for accident insurances,
and these limits should be enforced.

(v) All Governmental and semi-Governmental organisations should give
to the Pakistani insurance companies the first option of their busi-
ness. All Government contractors should also be made to insure

* The Insurance Promotion Corporation has since been set up (January 1953).
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(vi)

(vii)

(viii)

(ix)

with Pakistan companies by including this condition as a term of
contract. Further, all Pakistani importers should be required to
purchase goods, on F.O.B. or C.L.F. basis and should take out insu-
rance with Pakistani companies. This should be made a condition
precedent to the opening of letters of credit.

A pool of Pakistani companies should be established for allocating
business glven by Governmental and semi-Governmental agencies,
and run in consultation with the Controller of Insurance

Pakistani companies should be encouraged to make re-insurance
treaty arrangements with foreign companiés on a reciprocal basis,
consistent with their own resources.

Pakistani insurance companies should be encouraged to maximise
the use of re-insurance locally among themselves.

It should be laid down that remittances for insurance business placed
abroad directly will be permitted only on production of a certificate
from the Controller of Insurance to the effect that the risk could not
be covered either wholly or partly within Pakistan.

(x) The question should be examined whether a directive could be issued

(xi)

(xii)

(xiii)

(kiv)

to the foreign banks not to insist on insurance being placed with
foreign companies before allowing banking facilities to Pakistani
traders. If necessary, legislation should be brought out for the
purpose.

The taking out of life policies by Pakistanis, in foreign currencies,
should be prohibited except where exemptions are made by the
Controller of Insurance for sufficient reasons.

A pool of Pakistani and foreign companies should be formed for
taking on the business of Thole Produce Yard at Karachi in order to
spread the risks and bring down the rates.

The Controller of Insurance should advise Pakistani companies to

adopt procedures which will expedite the settlement of legitimate
claims, in order to attract more private business.

The Controller of Insurance should examine whether remittances
for re-insurance purposes on life policies should be stopped altoge-
ther, except for policies in excess of specified amounts.

141. With reference to payments on Government account, other than for
import of goods, we would recommend that every effort should be made to re-
duce their volume, e.g., the expenditure on the sending of delegations to inter-
national conferences, etc., and of officials on tours abroad should be curtailed.
Likewise, the expenditure on our Diplomatic Missions abroad should be brought

down.

Section 2.—Leakages through evasion of foreign exchange law

G

Government
invisibles.

142. Leakage of foreign exchange occurs through infringement and evasion Re]a(sons for

of the provisions of the Foreign Exchange Regulatlon Act and the rules made '
thereunder.

The objectives are transfer of capital in order to escape tax, or

import of goods against part payment to foreign suppliers in cash or sale of
foréign exchange in free market. There is a good market for such sales in view
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of the continuous demand of gold smugglers, Indian nationals in East Pakistan
wishing to repatriate funds, and payments by East Bengal residents for agricul-
tural rents, film rentals, etc. due in India.

143. The State Bank of Pakistan has been introducing measures from time-
to time to prevent leakage of foreign exchange. The State Bank took over the
exchange control from the Reserve Bank of India on 1st July 1948 (the date
S. B. P. was established). The control covéred all countries except India and
Afghanistan ; it was extended to India on 27th February 1951. Our decision in
September 1949 to maintain the value of our rupee threw an enormous strain
on the control machinery, as exchange profits through evasions of the regula-
tions became more lucrative. To cope with the situation the Exchange Control
Department of the State Bank was strengthened, rules and regulations were
revised to make the control more effective and measures were taken to -close the
loop-holes whenever they came to notice. Assistance of the Special Police
Establishment was sought in the investigation of cases of evasion and certain
amendments to the Foreign Exchange Regulation Act were carried out to make
the legal provisions more effective. Repatriation of Pakistani notes from
countries outside Pakistan was banned and special notes were introduced for
pilgrims going to Hejaz. The basic travel quotas for the European continent
and other countries were reduced and subsequently completely withdrawn for
India and the Persian Gulf. Export price checking procedure was introduced
for exports of cotton and subsequently for exports of jute, in order to ensure
that foreign exchange credit was received in each case in accordance with the
price prevailing on the date of the contract.

144. However, evasions continue and further steps should be helpful. The
main sources of leakage and our recommendations in respect of them are given
below : )

145. Smuggling of goods, gold and currency.—Pakistan is faced With special
d:.fficulties in the matter of smuggling, namely,—

*(a) Proximity of the Makran coast to the Persian Gulf ports and conse-
quently. the ease of smuggling operations. Smuggling of gold has
been a regular feature since before the Partition.

(b) Extensive borders with India, both in East and West Pakistan which
render easy the smuggling of goods and currency.

(¢) Large scale movement of people between East Bengal and India.

(d) Non-application of evacuee law to East Bengal resulting in pressure
from the Indians owning business and property in East Pakistan to
take out funds to India.

In these circumstances, it is difficult to adopt comprehensive anti-smuggling
measures. We can only suggest that the checks by the customs authorities
should be made more effective and that the customs staff should be suitably
strengthened and equipped with transport for patrol duties.

146. Payments through non-official channels.—Large remittances are made
through the free market to India chiefly from East Bengal, in breach of the
foreign exchange regulations. Provision should be made in the law for heavy
punishment for persons indulging in free market operations with a view to
making exchange profits. It is also necessary that all the various agencies
concerned namely, customs, import and export control, police, exchange control
and commercial banks exercise full vigilance in their respective spheres and
co-operate fully with each other in preventing unauthorised remittances.

147. Evasions in import and export trade—In the case of imports, the ex-
change is remitted against import documents, before the goods arrive into the
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country, but subsequently either the goods may not be received or their quanti-
ty or quality may be lower. Similarly, in the case of exports, after the goods
have left the country, either export documents may not be negotiated or export
proceeds may not be received by the authorised dealers. The following mea-
sures should be adopted :—

(i) All exporters and importers must be registered by an order under the
Import and Export (Control) Act. Before registration, the antece-
dents of the applicants should be checked and,either the person should
be required to provide a guarantee from a, Scheduled Bank, the
amount depending upon the nature and volume of trade sought to. be
conducted, or the firm should be incorporated as a Pakistani Company
with a paid-up capital of not less than Rs. 5 lakhs. These caonditions
may be relaxed in the case of Pakistanis only, by competent authority.
‘The applicant must in any case be a person|organisation of sufficient
standing and business integrity with financial stake in the country.
Whenever malpractice is detected, the registration should he can-
celled and other suitable action taken. (We are glad to note that

action in this direction has since been taken by the Ministry of Com-
merce.)

(ii) In the case of perishables (including fish, poultry and ghee) of which
there is a large volume of exports by smaller men, particularly in
East Bengal, the question should be examined whether (i) above can
be made applicable. It is considered that apart from the ports, only
-a limited number of points of exports should be named and exports
through other routes prohibited. The objection that this would
affect direct exports by smaller parties and bring in middlemen, is
not quite valid, as already the exports are mainly conducted through
intermediaries. For example, in the case of fish in East Bengal, ex-
ports are concentrated at a few places where facilities regarding ice
and boxes are available.

(iii) The question whether irrevocable letters of credit should be insisted
upon in the case of all exports except specified items, should be con-
sidered. !

148. Under-inyoicing of exports.—As stated earlier, an E.P.C. (export price under
check) procedure is now in existerice for exports of cotton and jute. It has iovorcing

been found successful, though very small margins of under-invoicing, e.g., 1 or
2%, are difficult to detect. The extension of this procedure to other commodities
has been considered, but the obstacle is the absence of fixed varieties in those
commodities to which prices could be related. We suggest that the Govern-
ment should appoint a small committee consisting of both officials and non-
officials to suggest measures for the elimination of under-invoicing in exports.

149. Ower-invoicing of imports.—

(i) The committee proposed in the preceding paragraph should also
¢ consider the problem of over-invoicing of imports.

(ii) A system of intelligence of the prices of imported goods in the.ex-
porting countries should be established and the Trade Commissioners
should be charged with the function of watching and reporting on the
prices, particularly in the case of commodities where malpractices
are suspected e.g., iron and steel. Importers found guilty of mal-
practice should be removed from the list of registered traders,
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(iii) We understand that the authorised dealers* are required to insist
upon the production of a firm contract before booking any foreign
exchange or opening any letter of credit. We suggest that the
authorised dealers should see, as far as possible, that there is no
over-invoicing and in cases where they detect over-invoicing, they
should report to the State Bank of Pakistan.

150. Unauthoriséd imports. .o

(i) The import trade schedulé should be revised "‘and omnibus items
should be specifically divided up in order to prevent the import of
useless articles covered by the general description of many items.

(11) In order to check the import of goods of more than the authorised
amount in case of licensable items, the question should be examined
whether both the copies of the import license issued, should not be
checked after the licenses have been utilised.

151. General.

(i) The conducting of all illegal foreign exchange transactions, which are
already penal offences under the law, should be elassified into major
and minor offences. Prompt action should be taken on all offences
and, in the case of major offences particularly, deterrent punish-
ment should be awarded in order to prevent a commitment of further
offences.

(ii) Arrangements should exist in the Ministry of Finance and other
Ministries concerned for examining on a regular basis all receipts
and payments of foreign exchange including invisibles in order to
see how far earnings can be promoted or savings made, and necessary
measures should be ladopted from time to time. We understand
that an inter-departmental committee exists which makes a periodi-
cal study but that it has not been active recently. We consider that
this committee should function more effctively and should have as
members representatives of the Ministries of Commerce, Industries
and Economic Affairs, apart from the Ministry of Finance and the
State Bank of Pakistan. Representatives of ‘other Ministries e.g.,
Defence and Foreign Affairs & Commonwealth Relations should be
co-opted whenever matters pertaining. to them are discussed.

Section 3.—Level of foreign exchange reserves

152. We have considered the question of minimum level of foreign exchange
reserves which should be maintained. This level should be determined with
reference to (a) the amount required as backing for currency, and (b) the
amount needed as a working balance. Even if we do not take into account the
seasonal fluctuations, the year to year changes in currency circulation must be
kept in view. In consideration of the increasing economic activity and higher
governmental expenditure, provision should be made for a’ currency circulation
of Rs. 250 crores, as against the existing level of Rs. 203 crores (September 1952).
At the rate of 30% the requirement for currency backing will be Rs. 75 crores.
As regards the working balance, wé feel that it should be at least' 25% of the
normal annual imports. Accordingly, for imports worth Rs. 140 crores or less
the amount will be Rs. 35 crores. Thus the minimum requirement of reserves
will be Rs. 110 crores, as a long-term objective.

153. In view of the existing position of reserves (Rs. 66.23 crores on 30th
September 19521, excluding the Indian securities worth Rs. 14.82 crores), it is

* Authorised dealers are banks and other agencies authorised by the S. B. P. to deal in foreigh exchange,
1 Rs. 60.61 crores on 31st December 1952,
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We consider that, as soon as circumstances permit, Rs. 10 crores should be set
aside each year for this purpose. If the foreign exchange earnings exceed the
expenditure by a margin higher than estimated by us in Section, 4 part of the
excess also should be utilized to build up the reserves.

154. The present proportion of gold in the foreign exchange reserves is not Gold reserve.
adequate. The gold is formally valued at Rs. 12.70 crores at the I.M.F. price.
We recommend that it should be substantially increased. We understand that
smuggled gold consfiscated by the customs authorities is at present retained by
them or sold in the open-market. We recommend that such gold should be made
over to the State Bank at the official price.

Section 4.—Estimates for future

155. For a planned programme of imports, both of consumer goods and goods Need for
required for developmental purposes etc., it is necessary to make an assessment 2F potocar
of the future position of the balance of payments. Such an assessment is position,
extremely difficult as our earnings of foreign exchange depend upon the demand
and prices of our primary commodities, the level of which is largely affected
by world factors. There have been sharp fluctuations during the last five years
which make us hesitate .to attempt the task. A number of estimates prepared
previously have proved incorrect by the turn of events. Nevertheless, some sort

of appreciation is essential to give guidance for planning.

'156. Our estimates of earnings for the half-year July-December 1952 and Estimates
January-June 1953 are as follows : '
Table No. 25.—Estimates of foreign exchange receipts for July 1952-June 1953.

A—Half-year July-December 1952*

Rs.
Jute ... 2647 crores
Cotton .... 26.38
Other exports ... 8:06 ,’,’
Other receipts ... 865 »
Total .. 6956
B—Half-year January-June 1953
Rs.®
Jute (321akh bales, 10 to India at Rs. 90/- per bale and 22 to other countries
at Rs. 120/- per bale) . e . 3540 crores. -
Cotton (8 lakh bales at Rs. 375/- per bale) 30:00 ’
Other exports ... . 8-00
Other receipts ... 8-00 :,’
Total e 81:40 v
Grand total for the year July 1952 to June 1953. shghtly reduced and
rounded off to 150-00

E2d

157. The basis for these estimates (half-year b anuary-June 1953) is indicated Explanations
below :

Jute.—It is estimated that for the half-year J anuary-June, 1953, a total quan- Tute

¢ tity of 32 lakh bales would be shipped. For the previous half year, about 25 carnings.
lakh bales were shipped (roughly 9 to India and 16 to other countries) which
makes a total of 57 lakh bales (19 to India and 38 to other countries) for the
« whole vear (July 1952-June 1953). The average price per bale is estimated

at Rs. 9() for Tndia (India takes her jute imports largely in kutcha bales which

are much cheaper than pucca bales because the former contain unassorted Jute

and involve less baling charges) and Rs. 120 for other countries. This year’s

*These estimates have now (10th February 1953) bzen replaced by the actual figures compiled by S. B. P.
wbinh have since become available,
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érop is estimated by East Bengal Government at 68 lakh bales which together
with a carry over of 17 lakh bales gives a total 6f 85 lakh bales. The
export of 57 lakh bales during the year will leave a carry-over of 28 lakh bales
for the next year. ‘

Cotton.—For the half-year January-June 1953, shipment of 8 lakh bales
is .estimated. The figure for the previous half-year is 6 lakhs or less which
gives a total of 14 lakh''bales for the whole year. The new crop is estimated at .
17.5 lakh bales which?together with the carry-over of 3:ifkh bales of old crop
totalled to 20.5 lakh Bhles. 3 lakh bale is estimated as the amount of internal
consumption. The carry-over beyond June 1953 will thus be 3.5 lakh bales.
If international cotton market improves exports could easily be higher, and the
foreign exchange earnings would be appreciably stepped up.

Other exports—A figure of Rs. 8 crores has been assumed for the half-year
January-June 1953 on the basis of figures for the four half-years prior to July
1950, which marked the beginning of the Korean boom (Rs. 7.33 crores, Rs. 10.30
crores, Rs. 7.90 crores and Rs. 7.48 crores).

Other receipts.—A figure of Rs. 8 crores for the half-year has been assumed,
keeping in view the decline, although the figure for January-June 1952 was
Rs. 12.71 crores.

158. Our estimates of payments for the two half-years are as follows :—

Table No. 26.—Estimates of foreign exchange payments for July 1952-June 1953.
A-—Half-year July-December 1952*%

Rs.

Imports on commercial account ... 76*70  crores.
Imports and other payments on Government account 27-35 »
Other payments ... 13-02 »

Total . 11707 .

B—Half-year January-June 1953
Rs,

Imports on commercial account ... 35:00 crores.
Imports and other payments on Government account 30:00 »
Other payments ... 12-00 »

Total 77-00 .
Grand total for the year July 1952 to June 1953, rounded off to 19400 ,,

159. The basis for these estimates is indicated below :

Import on commercial account—For the half-year January-June 1953,
the imports should be restricted to Rs. 35 crores. As we have recommended
licensing of all imports, this should be possible. On the basis of Rs. 80 crores
a year, recommended in para. 40 (page. 19), the figure for a half-year should be
Rs. 40 crores, but considering' the large imports in the previous half-year, a lower
figure has been suggested. .

Imports and other payments on Government account.—The figures for the

year 1949-50, 1950-1951 and 1951-52 (July-June) are Rs. 34.02, Rs. 43.32 and
Rs. 59.80 crores, respectively. Keeping in view the maximum expenditure so

* These estimates havé now been replaced by the actual figures compiled by S. B. P. which have since become
available.
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far, the estimate for the half year January-June 1953 is placed at Rs. 30
crores. The Government expenditure is increasing as the result of greater
development activity etc. The recent fall in the prices of manufactured goods.
should help to obtain actually a larger volume than represented by Rs. 59.80/
crores at last year’s level of prices.

s .
In this connection, we have to observe that the estimates for imports emd Fauity
payments ort Government account are prepared on a most inadequate beusis. famais of
We understand that the MNihistry of Finance ask for an assessment of thiz re- payments.
quirements of various Cemtral Ministries when preparing the foreign exclhange
budget for a half-year. The figures are generally not supported by fac%s and
are related neither to commitments nor to future obligations. A very large
expenditure is incurred by the D. G. S. & D. or allied agencies but even in
their case no proper accounts of orders placed and existing and future.com-
mitments, in relation to different periods, are maintained. We suggest that a
detailed proforma should be prescribed by the Ministry of Finance for estimates
of requirements to be furnished by various Ministries and the supply of full in~

formation should be insisted upon. ;

Other payments.—A figure of Rs. 12 crores for the half-year January-Juine Invis ible
1953 has been assumed, keeping in view the highest figure for a half-year during ™= ditvre-
the pre-boom period (Rs. 12.8 crores).

160. The above estimates give the following appreciation for the whole year Ove rall
, esty nate

July 1952—June 1953. . for 1952-53.
Receipts Rs. 15000 crores
Payments Rs. 194:00 »
Balance Rs. 4400 »

This means that the gold, dollar and sterling reserves which stood at Rs. 105
crores at the end of June 1952 will stand at about Rs. 61 crores at the end of

June 1953.

161. For the succeeding four years (1953-54 to 1956-57), we estimate earn- li'j;';tl'mzttes
CIr syose-

ings of foreign exchange as indicated below : et
195354 ...  Rs. 160 crores ' e nings.
1954-55 Rs: 170 crores
1955-56 e Rs. 180 crores
1956-57 e Rs. 190 crores

On account of the present recession in the textile industry, the demand for cotton
has not kept pace with the supply, resulting also in fall in prices. The position
in future years should be better. Our recommendations for a vigorous drive in
other exports should also bring in some additional earnings. However, the.
largest increases are expected on account of jute manufactutres and additional rice-
production. By the end of June 1954, jute manufactures are expected to con-
ribute Rs. 10 crores and by the end of June 1955 another Rs. 10 crores.
The further rise during the year ending June 1956 is expected partly on account -
of further exports of jute manufactures and partly on account of rice exports.
The final increase by June 1957 will be due partly to rice exports and partly to-
additional cotton exports. Additional exportable surpluses of rice and cotton.
are expected to arise from the" completion of the Lower Sind Barrage and
further progress in the Thal Project and other agricultural measures stated in-

Chapter IV.
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Payments.

162. Un the other hand, with the completion ot industrial projects in pro-
gress, our foreign exchange expenditure should decrease appreciably. Table
No. 46 (page 112) gives an idea of the savings expected from the P.I.D.C. pro-
jects. The development of cotton textile industry should also help to reduce

. substantially the expenditure on import of cloth and yarn. The projects under-

Distribution
of payments.

- Food
imports.

Foreign aid
and loans.

taken by private enterprise will also assist to reduce the import of consumer
goods. Our recommendations in Sections 1 and 2 should help to reduce invi-
sible expenditure, as well. There will of course be, on the other hand, in-
creasing demand for capital goods and additional demand for consumer goods
also will be generated with increased employment agghimproved incomes. How-
ever, on the whole, it should be possible to balance the foreign exchange budget

-every'year: A sum of Rs. 10 crores a year should be set aside to rebuild foreign

exchange reserves, from the year 1954-55 onwards.
163. When foreign exchange earnings for the year rise to Rs. 170 crores, the
amount available for ordinary expenditure (allocating Rs. 10 crores to reserves)

‘would be Rs. 160 crores. Our effort should in any case be to maintain the Jevel
‘of external expenditure at Rs. 160 crores in order to keep the economic activity

in the country at a reasonable pace. Out of this sum at least Rs. 80 crores
should be available for commercial imports, for reasons given in para 40 (page.
19}, We expect an average expenditure of Rs. 20 crores on invisible imports
during the next four years. The balance of Rs. 60 crores should be
adequate for Government imports and other Government payments. It should
enable the continuance of the development programme in the public sector at
the present level, keeping in view the level of actual expenditure which reached
the maximum figure of Rs. 59.60 crores in 1951-52. In addition, some foreign
assistance should be expected to be available for Government projects (vide
the following paragraph). On the other hard,.a fall in expenditure on Govern-
ment account should occur as the result of our recommendation, made earlier,
that a serious effort should be made to reduce “ other payments on Government
account ” such as the expenditure on Diplomatic Missions abroad and the depu-
tation of delegations etc. outside Pakistan. We have also recommended else-
where (para. 293 : page 97), that preference should be .given to indigenous manu-

factures when making purchases for supplies required by various Government
departments etc. '

164. However, there is a disturbing feature for the next year at least. It is
likely that to meet the wheat shortage, import of foodgrains will continue to be
necessary and this may mean substantial expenditure. It may affect even the
level of Government imports. To enable wheat imports, import of sugar should
be drastically curtailed as suggested earlier (para 42: page. 20). When the
country is faced with a food grain deficit, the people will undoubtedly be prepar-
ed to reduce consumption of refined sugar and use gur and shakkar. The short-
age of foodgrains wil have to be made good in any case, and if their import costs
an excessive figure, every effort should be made to secure wheat loans i.e., loans
from foreigh Governments or agencies specially for the import of wheat. One
such loan ($ 15 million) has been secured recently from U.S.A.

165. We have not taken into account in the preceding estimates foreign
aid and loans, available for development purposes. In Chapter VIII, these are

‘expected on an average to contribute Rs. 11 crores per year. This contribu-

tion is normally required to be spent exclusively on development projects and
to the extent efforts are successful tp have it increased, the progress of develop-

‘mental activity will be dccelerdted:
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CHAPTER v
AGRICULTURE

[AR]

Sec?i&n 1.—Agricultural "economy
ot
166. The economy of Pakistan rests mainly on agriculture, which provides Agricuttural

food, clothing and in many cases, ever shelter to our immense population. Agri- economy.
cultural products provide raw material for the major industries in the country.

Direct and indirect land taxes and tdxes on produce provide the bulk of the
revenue for the administration of the Provinces|States and contribute substan-

tially towards the financial resources of the Central Government. Export of
agricultural commodities is the main source of foreign exchange earnings. The

rural population constitutes the bulk of consumers and, therefore, the level of
internal trade of the country depends upon the spending power of the farmer.
Increase in agricultural production and maintenance of remunerative prices for

the produce form the bases for improvement in the standard of living of the
people. Recession in production or in prices of the produce means all round
distress, the first victim of which is the farmer himself. The peasant and his
occupation should, therefore, receive the fullest consideration in any scheme of
planning for the welfare of the State and the stability of its economy.

167. The development of agriculture in the Indo-Pakistan sub-cohtinent has Previous
been the subject of periodical eriquiries for almost one hundred years. The "
Beéngal and Orissa Famine Commission of 1866 was followed by similar ‘other development.
Cominissions, and they all emphasised the importance of agriculture and the need
for its advancement. The first systematic report on the improvement of Indian
agriculture was-submitted by Dr. Voelcker in 1889. More recently, there was
the Ro¥al Commission on Agriculture (1926-27), which made an -exhaustive
study -of the whole field of agriculture and presented a very voluminous and
comprehensive report. This was followed after an interval of ten years by an
enquiry conducted by Sir John Russell and Dr. Wright (1936-37). The Famine
Enquiry Commission of 1944-45 also dealt with the problem of food and agricul-
ture. With particular reference to Pakistan is the recent report of Agricultural
Enquiry Committee presided over by Lord Boyd-Orr (1952). The Interim
Report of this Committee was made available to us.* It deals in an admirable
manner with questions relating to agriculture in Pakistan, including the problem
of increased production.

168. All Reports have deplored the low standard of production and recom- Low standard
mended steps to overcome it. Irrigation has been continuously extended, °rfoducﬁon
Departments of Agriculture have been established, researches carried out and’ '
extersion services developed. The progress made was described by the Royal

Commission on Agriculture (1926-27) thus :

“That production has increased is beyond doubt# some part of this
increase'is due to the enhancement resultirig from the expansion of
irrigation but a far larger part is due to the spread of cultivation.
Only a small portion of it can be attributed to the introduction of
higher yielding varieties of crgps and it is doubtful if any appreciable
increase in yield can be attributed to better methods of cultivation or
the increased use of manures ”. -

*Subsequently, we had the opportunity to see the final Report.
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i’g{’;;gf;‘;“ ’ 169. Since then, further progress has been made. Improved.varieties of
production.’ SEVeral crops are available and are grown on a larger scale than previously. The .
[pesition, however, remains more or less the same. It is clear that agricultural

Joaduction has not kept pace with population growth.

Demand for* 170. The world demand for foodstuffs must increase with the rise in popula-

ggg‘ggg‘;fal ‘tions and standards of living. The food shortdge that exists in Pakistan to-day
«calls for special attention towards increased food, .production. With higher
world levels of industrial proddction and consumption, the demand for other
.agricultural ccmmodities is likely to increase. Increase in agricultural produc-
tion is therefore an object of vital importance: However, the production of such
-crops as juite, cotton and tea should be regulated in accordance with the world
requiremsnts.

Section 2,—Increase in production

;rg"’r’iﬁffufl‘fil 171. The target for agricultural production indicated by the Agricultural
producti on. {'aquiry Committee is an increase of 5 to 10 per cent. per annum. The Grow
"Mlore Food Conference, which was held in July 1952, and which considered
specially the problem of food production, suggested the target of 25 per cent.
increase over the existing output of foodgrains, within the next five years. We

agree that an overall target of such a magnitude should be aimed at.

‘g‘f‘:}t’-i:e"em‘ﬁnt 172. How can such a high target be achieved in practice ? Judging by pre-
tar get, vious experience and present rate of progress, this appears almost impossible, but

if a determined effort is made, the result might not fall too short of the objective.
The two broad ways of increasing production are; (a) increase in area under
cultivation, and (b) increase in yields per acre. Before discussing the possibi-
lities of increased production, it .will be useful to clear the ground and attempt
an appreciation of the existing position.

=“Comparative

Crop yields, 173. We are often presented with a gloomy and depressing picture of the

low tyields of our crops, and we are told that these are among the lowest in the
world. Below are some figures which are often quoted :

Tdble No. 27.—Yiélds per acre in different countries
(In 1bs. per acre)

|
Country Wheat Maize Paddy

1. Pakistan 768 946 1,249
2. China ... 938 1,182 2,246
3. Egypt ... 1,620 1,859 3,519
4. France ... 1,392 946 2,293
5. India ... 534 582 1,044
6. Italy 1,218 1,719 4,552
7. Japan ... 1,332 1,036 3,361
8. United Kingdom ... 2,166

9. U.S. A, ... 1,026 2,055 2.144

(Source : Ministry of Food & Agriculture)

From such data, the conclusion is drawn that something is radically wrong with
/ our farmer and our system of farming. :
Our agricul-

174, Excessive self-glorification breeds complacency, and excessive self-
criticism frustration. A rational appreciation of our achievements and failings
would create self-confidence and provide basis for improvement. The following

56 /

tural skill,



is a comment made on the agricultural skill of our farmers by a scientist—Dr.
Voelcker :

“ There can be no question, that the ideas generallgr entertained. .that
Indian agriculture is primitive and backward are altogether erro-
neous. . . . The conviction has forced itself upon me that, taking every-
thing together and more specifically the conditions under which
Indian crops are grown, they are wonderfully good. At his best the
Indian raiyat* is quite as good as, and, in some respects, the superior
of, the average British farmer ; whilst at his worst it can only be said
that his state is brought about largely by an absence of facilities for
improvement which is probably unequal in any other country and that
the raiyat™ will struggle on patiently and uncomplainingly in the face

" of difficulties in a way that no one else would ”.

175. At the same time it does seem strange that inspite of the efforts of l\gl?i?ocauses
research workers and the Departments of Agriculture, extending -almost over yieids.
half a century, the yields of crops are what they are. And, it is necessary to

investigate the causes for this state before means of improvement can be devised.

176. The main causes of the low average yields of.our crops are : Cultivation
of marginal

(i) [The density of population has forced the farmer to bring' marginal 2o St

and sub-marginal lands, with low productivity potential, under the lands.
plough. In many countrles such lands would be under forests, grass
or left uncultivated. This is evident from the fact that in Pakistan
the forest area has been reduced to 4 per cent., though 25 per cent.
is'considered normal for a balanced economy. There are hardly
any grass-lands. Further, agricultural statistics, as they are collected,
compiled and presented, give an entirely erroneous idea of crop yields.
For instance, during one year yields of wheat per acre in Punjab
varied from 270 lbs. on unirrigated land to 1,191 lbs. on irrigated
lands. Simple averages are struck when publishing data. No scienti-
fic statistical analysis is attempted and we are presented with such,
low figure as 768 lbs. as the yield per acre of wheat. If statistical
data are analysed, the yields will be found much higher than we are
given credit for.

‘/(ii) There are factors beyond human control which put serious limitation Climatic
on increased production. The dominant factor controlling crop yields factors:
all over the world is climate—precipitation and its distribution, water.
humidity, temperature, movement of air, intensity and duration of
sunlight, etc., and the climate of most parts of Pakistan is unkind.

It is well recognised that a tropical climate with alternating strong
sunshine, torrential rains and wind, is hard on cultivated plants.
Rainfall (irrigation water supply being an expression of it) exercises
a predominating influence on crop prodyction. It is very rare that
in any part of Pakistan it rains just at the right time, at required
intervals and in desired volume. It is concentrated during the
few -monsoon months. Droughts, floods, hailstorms are extreme
manifestations of the fickleness of weather. Vagarieg -of monsaon
determine the fate of the farmer and make all the difference between
plenty and ‘penury. Irrigation provides a margin of safety,
but even here the sypply of irrigation “water is grossly inadequate
for maximym achievement of high-yielding” varieties and heavy
erops. The cangls in’ Punjab pr0V1de for an 1ntens1ty of. 50 to 75

s

*Rai yat ieans farmer (generally tenittre- holder)
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v /
per cent. of the area commanded, and yet the average intensity .of
cultivation approaches 110 per cent. The farmer banks on rains
and if the rains fail him, the yields of his crops drop. Experiments
conducted at Lyallpur show that under similar conditions of soil
fertility, the quantity of irrigation water determines the yields

obtained.

Table No. 28.—Effect of water on crop yields

[ e

Total water Yield per acre
applied (in maunds)
(in inches)
straw grain
1. Wheat ... 8.6 52 24
14.6 60 29
17.6 68 30.5
20.6 72 31
kapas
2. Cotton ... 22.7 14
28.7 18
34.7 20.48
377 20.84
cane
3. Sugarcane 49.30 871
62.80 1,081.45
70.55 1,159.5
77.30 1,207.93
85.05 1,264

(Source : Results of Experiments on Water
Requirements of Crops at Resalewala, Lyallpur).

In countries where high yields are obtained, through use of fertili-
sers, water is the determining factor, because fertilisers act with full
efficiency only in the presence of adequate soil moisture.

pack of (iii) Practically all that the land yields in Pakistan (other than fibre) is
utilised as food, fodder or fuel, and very little is returned to the soil.
Chronic shortage of fuel for cooking forces the farmer’s wife to burn
in the house-hold hearth all that can be burnt—cattle-dung, cotton and
jute sticks, sugarcane thrash or remnants of other crops. Not only
that, but these materials, useful for enhancing soil fertilitys are also
sold in the towns as fuel. The land is thus starved of humds with its
life giving properties—food for plants, water-holding c%pacity, tex-
ture, and what is aptly described as “ good heart ”.

Handicaps 177. Besides several other factors, which are subsidiary, these three are
fafeinio8  the main factors which determine the efficiency of farming. As long as these
yields, cannot be controlled, yields approaching those of countries more fortunately
situated, where land of low fertility potential is not, cultivated, where rainfall
is more certain and better’ distributed and where supply of fuel, other than
cattle-dung and crop remnants, is available—cannot be attained. This fact

must be faced.

ﬁﬁ%ﬂ??ﬁt + 178, Even so there is room for improvement. It is, however, riecessary to
local condi- P€ cautious, as adoption of measures which may have been successful else-
tions, where is no guarantee of their success under oiir conditions. Novelty is not

necessatily improvement. Every plant gives its best performance under a

certain set of ecological conditions, and the rhutual relationship of individual
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factors in the environment of the plant s a very compiéx phenomenon. We
have been often led astray by blindly following what others have done. Sir
John Russell said : , .

“The improvement of Indian agriculture-has been attempted by many
Governments over a long period of years and by a variety of me-
thods. In the first instance, Western: methods were introduced on
the assumption that as they had succeeded in the countries of their
origin they~would also'succeéd +ih India..!. *Iii general these me-
thods failed.... Finally it was recognised that Indian agriculture
constituted a problem of its own; it could not be modelled on any
other system but must be developed to accord with the natural con-
ditions of the country and the requirements of its people .

This is a truth which is not fully recognised. We must develop our farming to
accord with the natural conditions of our country and our social structure.

Increase in area under cultivation.

179. We may now examine the prospects of increased production. First, Increasein

we shall consider the increase in cultivable area. The total area of various units {yon arcs*

of Pakistan and the area under cultivation, are shown in the following table :— unger culti-gj
' vation. .
/

Table No. 29.—Total area & area under cultivation

(1948) (In lakhs of acres.)
B Other
! unculti=
vated
Net area Current Total land Not avail- Total Area not
Province/State sown fallow |cultivated | excluding | Forasts able for area reported
’ area(2-+3)| current cultivation| (4to 7)
fallow
1 2 3 4 5 6 7 8 9
1. Punjab 169.5 28.0 197.5 95.7 11.4 67.0 371.6 32(a)
2. Sind 56.4 62.3 118.7 53.0 7.2 123.0 301.9
3. N.-W.F.P. 24.5 4.9 29.2 26.2 4.1 26.3 85.8 ) 160.0(6)
4, Bahawalpur ... 23.3 4.3 27.6 8.7 .1 8.7 45.1 81.9(0)
5. Khairpur R 2.1 5.9 .1 2 3.6 9.8 | 28.2(0)
6. Baluchistan% 4.6 6.8 11.4 6.2 .8 4.8 23.2 | 818.4(d)
.
«
(Total) West Pakistan 282.1 108.2 390.3 189.9 23.8 233.4 837.4 1120.7
7. East Pakistan ... 197.5 23.1 220.6 42.1 29.7 50.7 343.1
Grand Total ... 479.6 131.3 610.9 232.0 53.5 284.1 1180.5 1120.7

(Source : Ministry of Food & Agriculture).
Note :-—(a) Border area of D.G. Khan District for which the classification is not reported.
() N.-W.F.P. states and Tribal Areas. -
(c) Mostly desert.
(d) Baluchistan States for which the classification is not reported.

180. It will be observed that in East Pakistan, about 75% of the avaitable grigation
area is already utilised for cultivation. In West Pakistan, there are much better projests.
potentialities of bringing new land under cultivation, but the: problem here is-
shortage of water. Two large schemg§ already undertaken-aze the Thal Project -
inPunjab (promisingirrigation of 15 lakh acres) and LowerSind Barragé-Project

in'‘Sind (additional 164 lakh”acres). A sizeable scheme—Kurram Garhi Weir

i
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Project—is under way in N.-W.F'P. (additional 1.2 lakh acres). The Nari-Bolan
Project and the Sailaba Cultivation Project in Baluchistan promise to bring under
cultivation 1.7 lakh and 1.2 lakh acres, respectively. Of the larger schemes still
under consideration, important ones are Tankzam-Gomal Scheme in N.-W.F.P.
(1.5 lakh acres) and Taunsa Barrage Scheme in Punjab (5.9 lakh acres).’
If the target of increased production is to b# achieved, more schemes of similar
character, will have to be thought out and vigorously pursued. Every inch of
available land and every drop of available water should be utilised. We are
not in a position to express an opinion on the merits of individual projects, but
would emphasise the necessity for a very careful enquiry into the potentialities
of a scheme before it is launched.

181. We recommend the most vigorous action for the utilisation and develop-
ment of the water resources of Pakistan. This is necessary not only to extend
the area under cultivation but to ensure full productivity of the lands already
cultivated. The shortage of water from canals controlled by India which has
already affected production in Punjab adversely and may do so inh greater
measure in the future, brings into relief the gravity and urgency of the problem.
Therefore, apart from the big rivers, the potentialities of smaller waterways and
of subsoil waters should be investigated and made use of, undér a concerted and
sustained plan of action. Canals, reservoirs, wells, tube wells, power pumps and
other means of bringing water to cultivable land should all be exploited.

182. The smaller irrigation schemes, which are easier to handle and. inex-
pensive to execute, promise more immediate results. We feel that greater atten-
tion should be given to them, and would therefore draw the specific attention of
the Central and the Provincial Governments towards this measure. v/

tion of land :ftfon and reclamation of land which has gone out of cultivation or is rapidly de-

water- )
logging and ™
salinity.

Soil
erosion.

Dredging &
drainage.

{/ 183. Almost as important as ifrigation projects, are those for the tonserva-

teriorating. In Punjab alone, water-logging as such has taken away 40,000 acres
of land from cultivation, and the worse menace of salinity, which is sometimes
linked with water-logging, has made over 20 lakh acres of land barren. And it is
stated that 20,000 to 30,000 acres of good land is going out of cultivation every
year. No effective cure for water-logging and salinity has yet been found.
Punjab has undertaken a large tube-well project to recover such land. We
understand that, on the recommendations of a team of F.A.O. experts, four pilot
projects are to be undertaken in Punjab, Sind and Khairpur State, to investigate
a method, or combination of methods, which can most efficiently remove the
surplus underground water and reduce water-logging and salinity. We con-
sider that the highest priority should be given to the completion of these pilot
projects and, as soon as definite results are established, successful methods should
be brought-into use more widely.

184. Punjab and Baluchistan face another serious problem—soil erosion.
Large tracts of valuable land have been rendered unfit for cultivation in the
course of & few years in the northern districts of Punjab (estimated 80 lakh acres)
and in Baluchistan uplands. We feel that thé problem should. be tackled more
diligently and on a more extensive scale than it has been done hitherto. L

185. In East Pakistan, large cultivable areas are rendered useless by rain
water floods and by silting up of rivér beds and channels causing overflow of
water. A multipirpose scheme involving inter alia dredging bf waterways
commonly tatiéd as the Brahmaputra Project, has been conceived by an F.A.Of
expert, but its tiagnitude and cost are such that it will take many yeéars to reach
fruitioh. A srhaller schétne—Gdrigdes-Kobadak Scheme—has been suggested for
ithmediaté &xécution 4s part of the bipger project but that too has hot yet been
worked out in detail. We-eonsider that high priority should be given to the’
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investigation and designing of this project in its various parts and to its execu-
tion in suitable phases. In the meantime, smaller excavation and drainage
schemes, covering khals* and beelst should be executed with greater speed and
\/determination, as they will yield more immediate results: No time should be
- lost in making effective use of the fleet of dredger§ which is stated to have been

ordered recently.

186. Double tropping ahd  inter-cropping are important rmeasures for Double

cropping and

increasing the overall crop area. The present area under double éropping is inter-

shown in the following table :

24

Table No. 30.—Double ércpped drea i Pakistan.

4

cropping.

(!n iakhs of acres.)

Fast f Punjab | N.-W.F.P. | Sind | Bahawalpur | Total
Béngal
B
1. Total area cropped 2,62 1,71 25 63 25 5,46
2. Net area sown to crops ... 2,05 1,61 22 55 23 4,66
3. Double cropped area 57° 11 3 8 2 81

(Source : Ministry of Food & Agriculture).

The largest potentialities are in East Pakistan, where the land is very fertile

and water resources abundant, and it is possible to grow even three crops on the :
\/ same land during the year. Of special importance in this connection is the Lift

Irrigation Project of Kast Bengal, which aims at the installation of 500 power

pumps over five years in order to provide water during the dry season to enable

double cropping. Of course, when attempting such high intensity of cropping,

measures should be adopted to maintain soil fertility at high level.

187. While it under-developed parts of Pakistan bringing more land under Increisein”
increase in

ields per acre Yiclds per
@E&W. Therefore, reéatively higher priority sHou%ﬁ be given to

cultivation appears a comparatively simple matter,

measyres calculated to increase yields.
\/IJSS. Having secured an adequate supply of water, the following ‘measures Various
m

can substantially increase yields :

(a) use of better varieties of crop plant,
(b) pse of organic manure particularly greén matiuring and inorganic

fertilisers,

(c) use of improved implements,
(d) application of bettef farming methuods,
(e) research atid application of kriowlédge gained,

(f) economic- holdings, ce-operatives angd dand reforms,

(g) techitizition.

—_— i 3 "

casures.,

*Kxhal is a water channel.

tBeel is low-lying magshy land.
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B s of 189. All the Provincial and State Governments attach considerable import-
crops. ance to the provision of good seeds of approved varieties to the farmers, but the
supplies cover only a few crops. There are very few seed farms in Pak1stan

and considering the large requ1rements the work to be done is immense, but it

is worth the effort and the expenditure involved. The provision for better seeds °
envisaged in the Six Year Plan is Rs..9.9 crores but the number of seed farms

set up so far is dJsappomtmg More schemes and greater effort at executing

them are called for.

}

gﬁ‘lﬁn o 190. The farmer;is no doubt aware of. the value'of manures. Unfotrtunately,
need for: rrhecause of shortage. of fuel, cattle-dung, .cotton sticks, jute sticks, sugar-care
ggg’;',;’gﬁe] trash, and every other plant material is burnt as fuel. The remedy, therefore, is
" to find a cheap alternative fuel. In East Pakistan, the problem could be met

by extensive growing of madar and other quick growing trees, which are suitable

as fuel. In West Pakistan, trees suitable for fuel should be grown everywhere

and anywhere, particularly along the rivers, canals, roads and railway lines.

There is a campaign already afoot for afforestation and tree plantation, but it

should be intensified. Suitable trees for different types of soils and climatic
conditions should be selected and:seedlings and other facilities provided exten-

sively This is a field in which co-operation of villagers could be secured and

usefully exploited. Immediately, it seems necessary to discover an alternative

domestic fuel* and also to carry out investigations to evolve a less wasteful

choolaht. .

Green 191. Despite concessions given in certain Provinces for the growing of green
crops. and Imanure crops, the farmer has not shown adequate response. It is true that one
other organic green manure crop would benefit several subsequent crops, and: the monetary
manurgs.  Joss involved initially would be more than made up later, but our subsistence
farming, pressure of immediate food requirements and shortage of water do not
generally permit land being put under green manures. Nevertheless, all possible

measures to encourage green manure crops should be taken.
Other_ 192. The use of other organic manures e.g., fish-meal, bone-meal and oil-cakes
s, should also be popularised, and their export should be restricted. Certain types
' of oil-cakes may with advantage be fed to the cattle and farmyard manure there-

after applied to the fields.

ghf?xgal 193. At present the use of chemical fertiliser is very limited in Pakistan.
condiion  For the area of 480 lakh acres under crops, the maximum annual quantity im-
for use. ported so far is 20,000 tons. In comparison, Egypt uses 8,00.000 tons over an

area of 60 lakh acres, which gives a ratio of 1 to 320. In Japan and Western
countries the use of artificial fertilisers is extensive. A priori it would appear that
the soils of this sub-continent which have been cultivated for countries, and
have thus been exhausted and depleted of nutrient elements, much more than
lands in the West, would stand in greater need of replenishment. Howeéver,
while the theoretical possibilities of chemical fertilisers may appear almost
limitless, their achievements on the majority of our lands is restricted by *soil
and climatic factors, particularly deficiency of humus and water supply, quite
apart from financial considerations. Sir John Russel says :

“The results given by fertilisers dépend almost entirely on the water
supply. In regions of precariofis rainfalls or inadequate irrigation,
artificial fertilisers usually fail and organic manhures are erratic in
their action. With good m01sture supply, attificial fertilisers are
more effective”.

*The possxblhtxes of using natural gas and crude oil shouid be. mvestlgated to begm thh mthetowns N
+ Choolah means cooking range. r
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As regards humus, the average nitrogen content of our soil is 0.05 per cent. and
organic carbon content 0.6 per cent. European soils have 0.15 per cent. nitro-
gen and 3 per cent. organic carbon, that is; the European soils are almost five
times richer in humus content than our soils. This fact explains the disappoint-
'ing results we sometimes obtain from fertilisers. It is stated that in severai
cases repeated applications of chemical fertiliser have led to bad residual effects
on the soil, but when used in combination with organic manures, such deteriora-
tion has not appeared. This again points to the importance of humus.

194. As to the relative place of organigfmanures and chemical fertilisers in Organic
the scheme of crop production, two divergent schools of thought exist, and each e hemical
school has eminent scientists to support its viewpoint. The following is perhaps fertilisers.

an extreme view :—

“ _...the United States of America, using fertilisers on a scale without
precedent in the history of agriculture, has already exhausted 100
million acres of land in less than two centuries of cultivation. ”*
At the same time, there is considerable justification for the view
that :—

....organic manures, even when caref&lly conserved, cannot be expected
permanently to serve as the basis for a high level of agricultural
production, without simultaneous use of artificial fertiliser. ¥

On the whole, organic manures and chemical fertilisers should be regarded
as complementary, and the combination should be capable of giving very high
yields. An assured supply of water and humus must be provided for in order
to secure the best results from chemical fertilisers.

195. Careful and, systemalic.experimacnds are necessary to determine the Suitability
value of different chemical fertilisers, their time and manner of application, °ffertilisers.
doses, etc. Wherever possible, they should be used in combination with compost.
Chemical fertilisers, when used to grow leguminous crops for green manuring,
help greatly to increase the humus content of the soil. In Pakistan, the main
chemical fertiliser used at present is ammonium sulphate. Little application
has been done of super-phosphate or combination of super phosphate with
ammonium sulphate. Soils which are inherently poor in humus are better served
by phosphates, as has been the experience in the case of reclaimed eroded soils
of the Tennessee Valley in U.S.A. '

~196. The Six-Year Plan envisaged an expenditure of Rs. 9.2 crores on sub- Subsidisation
sidization of fertiliser. Almost every Province|State has schemes of subsidiza- of fertilisers.
tion but the scale and progress of work has been meagre. During 1952, Pakistan
received 10,000 tons of fertiliser from U.S. Government under the T. C. A. Aid
Programme which was distributed to the various units. There is ho doubt that
subsidization of fertilisers will be necessary until their use has been fully tried
and’they are more popular with the ordinary farmer. The proposed fertiliser
factory in Thal Area is planned. to produce 50;000 tons of ammonium sulphate
per year. This quantity is too small to meet the requirements of the country
and the capacity of the factory should be expanded in due course. ‘Besides, early
attention should be given to indigenous manufacture of double super-phosphate
fertiliser. Pakistan is favourably placed in regard to the, production of sulphuric
acid, but the supply of rock phosphate, would have to be arranged -from other
countries; e.g., Morroco. Adequate supplies are available Wwithin Pakistan of
bones which alse could be treated with comparative ease with sulphuric acid and
turned into super-phosphate fertiliser. We consider that not only the manufac-
turing capacity for chemical fertilisers should be developed within the.country

* Josue de Casto—Geography of Hunger. ) ’ 4

t Yates : Four Thousand Million Mouths. :

[11

63,



as-much as possible, but the internal consumption ¢f chemical fertiliser should
be raised by quick stages to 400,000 tons per year by 1957. The present distri-
bution system of subsidised fertiliser through Government departments has not
succeeded in enlarging the sale and use of fertiliser, and the employment of a
private agency, which would establish an efficient sales and publicity organisa-
tien should be considered. The expansion of consumption at the rate proposed
would greatly depend upon the efficiency of the distribution system.
Improved

implements. 197. Improved implements help to save labour and increase efficiency, but
despite the efforts made so far to evolve and preduce suitable implements, the
farmers have not taken to them on any large scale. One or two implements-
e.g., cane crusher and fodder cutter have, however, become popular. There are
two reasons for lack of popularity. TFirst, the increase in efficiency is not
significant, and the saving of labour is not an important cansideration with
Pakistani cultivators. Secondly, the implements are generally expensive.
Consequently, the remedies will he further research in order ta evolve more suit-
able and effective implements, and large scale production of acceptable imple-
ments in order to reduce cost. There is of course also the need for demonstration
of the use and benefits of the implements.

?ettef 198. The question of better farming methods has two aspects—research and
arming . . . . .
methods  eXtension. The value of measures like crop rotation, deep ploughing, furrowing,
;’riggf: rﬁﬂg line sowing, timely watering, etc., has been established. We feel that altheugh
" useful researches have been made in these and other directions their application
is generally confined to the experimental or Government farms. “ Extension”
is therefore even more important than research. We understand that with the
assistance of U. S. Government under the T. C. A. programme a large Village AID
(Agricyltural-Industrial-Development) Programme is contemplated with the
two-fold objective of spreading the knowledge evolved for the use of cultivators
and mobilisation of the voluntary effort of villagers in order to improve rural
conditions. We attach the highest importance to such a programme and urge
speedy and sustained pursuit of it. The villages are the basic units of all agricul-
V tural activity and should be recognised and organised as such. We consider that
much can be achieved, by making the village the focal pqint of agricultural
development. A new enthusiasm and a healthy spirit of rivalry amongst
the neighbouring villages need to be created. The Village Aid Programme will
take some time to gather momentum. Meanwhile extension work should be
accelerated.

Economic 199. The gradual shrinkage of the size of holdings and their fragmentation
holdings.  hag been responsible, in a large measure, for decrease in agricultural pro-
duction. For one thing, the ordinary -cultivator’s surplus production,

if any, is so small that he has no incentive either to increase it or- to

market it properly, and for another, no effective large scale measures

can be adopted to secure improvement in yields. The existing legislation

for the consolidation of holdings has proved of little avail, as it is

based on voluntary approach. In fact the tendency is increasingly towards
fragmentation on account of the law of inheritance. We consider' that, legisla-

tion should be undertaken to provide that if a holding goes below a minimum

size so that it ceases to be economically productive (which may be 4 acreg, but

2 would require further examination tq syit local conditiong in each Province),

it should be acquired by the Government on prompt payment and reseld-in suit-

- able consolidated units. At the same time, the exgrcise of the right of pre-
emption should he encouraged in order to enable the .owners of .adjaining un-
econdmic holdings to enlarge their holdings and prevent their requisition.* We

* Mr. Muazzamuddin Hosain considered that no acquisition should ﬁq‘q&ﬁé &by-tl‘;‘e"a‘qv'éalment‘butonly «the
right of pre-emption should be more widely exercised. '
6"




realise that this will be no permanent solution as the same process of fragmenta-
tion will start again. But we hope that the proposed legislation will discourage
.people from cutting up the land and that the agricultural families will adopt the
practice of retaining only a few members on the land, while others seek their
living elsewhere.

. . Co . .
200. An equitable agrarian system is an obvious necessity for a contented i-ea}ggms

peasantry and full-scale productive effort.y. Land reforms haye been effected
in all Provinces since the Partition, in a greater or lesser measure. The problem
was studied in 1949 by a committee appointed by the Muslim League Party,
which at present is in power both in the Central Government and in all
the Provincial Governments, and the objective was defined as the abolition of -
all landlordism and creation of peasant proprietorship. East Bengal has been
the most progressive in land reforms. That Province had a system dating back
to 1799 under which all lands were held by landlords and the rents were paid
to the Government by them or their sublessees at whose mercy remained the
actual tiller. There has been a series of legislation culminating in the East
Bengal State Acquisition & Tenancy Act of 1950, which provides for the acqui-
sition of all lands by the Government on payment of compensation and their
direct allotment to peasant owners. Legislation has been passed in other Pro-
vinces also though not as far-reaching. In Sind laws were passed in 1950 and
1951 to provide security of tenure to the tenants. In Punjab and N.-W.F.P.
also laws have been enacted which confer greater security on the cultivator and
ensure for him larger share of the produce. Jagirs* have been abolished in
these three Provinces. We recognise that without creating in the peasant real
interest in his cultivated land and providing him an adequate return, no appeals
for increased production and no measures for improvement will be fully effective.

201. It is also true that farming of large compact areas of land under unified Large sc@le

control gives better results. In fact, for efficient agriculture, resulting in
increased crop yields, farming ih large units is necessary, where mechanisation
could be introduced, where unnecessary labour both of men and cattle could be
eliminated, where water economy could be practised, where fields could be
properly manured and fertilised, where central supervision and expert guidance
could be arranged, where crop planning could be done and all waste eliminated
and where marketing could be properly planned. At present conditions suitable
for'such farming exist only in tea plantations and some fruits farms. Co-opera-
tive, joint and collective farming has been urged, for the same reason, for many
years, but has found no extensive use in actual practice. Such farming should
be encouraged through all means available to the Government. At the same
time, in areas which are newly irrigated or reclaimed, large scale farming should
be introduced, on cooperative or joint stock basis, particularly for crops like
sugarcane. Large sugarcane farms for supply of sugarcane to specified indus-
trial units would help to reduce the cost of sugar production which at present is
excessive.t

202. Thus two major considerations in crop production in our country at &A_gricu
present are : ilem,

(a) increased production per unit area of land, and

* Jagirs are lands granted in the past to persons in lieu of meritorious services, the land revenue being assigned
to the grantee.

1 In this connection Mr. M. Afzal Hussain wished to draw attention to the Note submitted by Sardar Muhammad
Ghazanfarullah Khan to the Agricultural Enquiry Committee (Appendix VIII of its final Repoyrt). )
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(b) maximum employment over available cultivable area.

And these considerations are conflicting, as maximum employment means small
holdings which in turn mean low yields. This constitutes an agricultural

dilemma.

ﬂ-’ﬁﬁh““iza' 203. When considering mechanical means for purposes of agriculture, their
two main categories should be distinguisheéd :—

-

(i) The use of mechanical equipment and power machinery for liftin.g”"f
water and for other stationary work ; and ' ‘

(ii) the use of power traction machinery for cultivation, haulage, etc.

There is no doubt about the utility of the first category. In fact, tube well
cultivation is not possible without the use of oil engines or electric motor pumps:
Mechanisation for this purpose should be extended as far -as possible, though a
prerequisite is cheap motive power. As regards traction machinery it has three:
essential features, namely, (a) lower labour cost, (b) speed in operation and.
(c) efficiency in cultivation. In Pakistan, labour is available in abundance and:
is cheap. Mechanisation is estimated to throw two out of three farmers out of
employment. In certain soils, deep ploughing.with tractors once in three or
our years may be advantageous and a programme should be developed for the
purpose to cover such areas where they are large enough for the use of tractors®
The breaking of sub-soil hard pan which is sometimes formed in continuously
irrigated areas, without the use of tractors and heavy equipment like rooters, is
ot possible**, Mechanization is also necessary in the case of East Bengal haor
lands and other areas where the cultivation must be done very quickly, in order
to exploit the short rain and free season. Wherever deep rooted weeds have to
be destroyed, mechanical operations are unavoidable. The conditions which,
favour mechanization for cultivation purposes are reasonable cost of tractors and
allied equipment, easy availability of repair and maintenance facilities, cheap
supply of mineral oil and existence of large farms. The Agricultural Enquiry
Committee has indicated a unit of 300 acres of canal irrigated land with 100%
intensity as an economic proposition for a tractor of 25 to 35 H.P.

204. There is another consideration in favour of mechanisation. At present
, of there is a widespread shortage of fodder, as well as of concentrates, for the

2 gder cattle population of the country. In Pakistan the cattle serve the purpose pri-

marily of cultivation and secondarily of supply of milk and meat to the popula-
tion. Consumption of fodder and other animal foods by the work cattle does not:
Jeave surplus to feed milch cattle which therefore suffer in quality and yield.
The limitations on the use of tractors to replace plough animals have been:
described above. One great difficulty lies in evolving a suitable tractot which

ould be used economically, in comparatively small plots of land. A very low

ower tractor may rot be able to function effectively in land the crust of which
;s hardened for lack of rain. On the other hand, for standard high power tractors
the plots are generally too small. If a satisfactory tractor could be evolved, it

— » Mr. M. Afzal Hussain did not agree that deep ploughing with tractors was of any advantage in Pakistan soils,
n the other hand, he felt that this would lead to soil erosion by exposing the moist under-earth to the scorching sun.

+# Mr. M. Afzal Hussain expressed the view that the formation of hard-pan did not cccur in West Pakistan soils
qucnﬂy the use of tractors in water-logged areas was no remedy.
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would be well worth the research expenses involved : it may mechanise agricul-
ture without displacing labour extensively, may make cultivation more efficient
-and would save the expense of maintaining work cattle which remain idle for
more than half of the year.*
f Use of

205. While for normal cultivation except as indicated above the use of ;3°°.
mechanisation in Pakistan is limited, there is large scope for it for reclamation '
and other purposes. In fact, reclamation of-extensive eroded areas and of cul-
turable wastes could not' be done effectively and cheaply without the use of
tractors  Similarly, tractors are also ideal for construction of bunds and
village roads.

206. The Agricultural Enquiry Committee has estimated the total number Tractors
of tractors in West Pakistan at 2,000 plus another 50 in East Pakistan Schemes.
Mechanization is being slowly extended in Pakistan since the Partition. A
number of projects involving the use of tractors have been undertaken by the
Provincial Governments, and the bigger landlords of Sind, Bahawalpur State
and Punjab are taking to tractors. The largest concentration of tractors is in
the Thal Project which seeks to reclaim 15 lakh acres within five years. A
number of tractors is already in use and more are being purchased under a loan
secured from the World Bank. A big tractor workshop and a mobile unit are
already in existence in Thal. The World Bank loan will help to improve the
stationary workshop and establish four mobile workshops. A special agricul-
tural machinery organisation is being set up under the Thal Development
Authority. In Sind, a small tractor cultivation scheme has been in operation for
some time—it aims both at reclamation of uncultivated land (1,800 acres per
year) and at mechanical cultivation of large farms (600 acres a year) on a con-
tract basis under which the landlords hire the tractors. A mechanical cultiva-
tion scheme aimed at bringing 5.000 acres of new land under cultivation by
bunding and terracing of ¢ barani’ land in Baluchistan was started in 1946~ and
is now part of the normal activity of the Provincial Department of Agriculture.
Tractors are used on hire basis as in the case of Sind. The objective of the
Baluchistan scheme, known as the Sailaba Cultivation Project, is to dig channels
to lead flood waters to fields which will be bunded and terraced with the help
of tractors and to construct dams at suitable sites to establish reservoirs for
perennial irrigation. For East Bengal, a large Mechanical Cultivation Project
has been in view for some time—it aims at providing 450 tractors in 5 years.
A central workshop, four subsidiary workshops and ten mobile workshops will
be established and tractors will be let out on hire to cultivators on a no-profit-
no-loss basis. The-Government of N.-W.F.P. have in view a similar scheme.
under which a Tractor Division will be set up in the Provincial Department of
Agriculture and the reclamation of culturable waste land will be undertaken
(their extent is 26 lakh acres). The Punjab Government will in due course
have a huge scheme for the reclamation of eroded soils in the northern districts
(30 lakh acres out of a total affected areas of 80 lakhs are considered reclaim-
able). The Central Government also had prepared a scheme for a Central
Agricultural Engineering Organisation for purposes of reclamation of land in
different areas—a net work of tractor units and workshops was to be establish-
ed together with an institute of traction technology. But this scheme has not
been pursued apparently because action on Provincial basis was considered more

* Mr. M. Afzal Hussain wished to draw attention to the need for attrac‘tin'g the educated class to the villages. At
present educated men and women are lured by the life in towns, and Government service and other urban occupations
are sought after. The possibility of mechanised agriculture which eliminates drudgery from farming might engourage
the educated class to return to the village and improve village life and agricultural methods.. As Sir John Russel has
said : * The absence of educated middle class agriculturists is intimately bound up with the unattractiveness of the vil-
lages, the malnutrition and unhealthiness, and the inertia engendered thereby . It would appear necessary that the
limitation of khudkasht area which has been introduced in Punjab is reviewed in the light of this consideration.
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suitable. We suggest that two institutes, one in West Pakistan and the other in
East Pakistan, should be set up to test different tractors and auxiliary imple-
ments, and evolve suitable types for our requirements. These institutes could -
also make experiments in smaller agricultural implements to be used with bul-
locks or by hand. We also consider that, to begin with, the tractors used in Pakis-
tan should be confined to a few tried varieties and makes, and accordingly their
import should be regulated. Further, it is important to ensure that adequate
spare parts are available for the tractors imported and that full service and repair
facilities are provided. Results of tractor operations should be carefully exa-
mined and analysed in the case of all major schemes.

Ple:rtli and 207. The various methods of increasing yields directly have been considered

oad above. The problem of control of pests and diseases of crops and stored grains
or other products is no less important. The Agricultural Enquiry Committee
has estimated that losses caused by crop pests and diseases amount to at least
15 per cent. every year and up to 50 per cent. or even higher in certain years.
By adopting suitable measures to deal with pests and diseases the net yield of
crops can be increased and the final produce protected. The locust menace has
been, we are glad to say, tackled fairly effectively, but for other destructive
insects and diseases there is no adequate organisation. We feel that each Pro-
vince or State should have a Plant Protection Branch in the Department of
Agriculture, with adequate equipment.

Water 208. Water hyacinth is a major problem for East Bengal. It has been

hyacinth. . yughly estimated that 30 to 40 lakh acres of water surface and land are affected
by it. The plant blocks rivers and channels rendering them unfit for naviga-
tion. and causes silting-up leading to overflow of water. It provides breeding
ground for mosquitocs and creates malarial conditions, and it damages the agri-
cultural crops directly by intrusion and enveloping the land. No effective cure
for the water hyacinth problem has yet been found. Recent experiments show
that the harmonic type of herbicides are very effective—their spray disintegrates
and destroys the plant. We consider that power machines and other equipment
needed for the spray should be acquired and an organisation created, on an experi-
mental basis, 'to deal with this problem. The water hyacinth flows into East
Bengal largely through water-channels coming from Assam, and cooperation
with India should be secured in order to eradicate the water-hyacinth at its origin,
as far as possible. It may be possible to find some use of water hyacinth as green
manure or for the production of paper pulp or power alcohol.

Storage 209. Next in importance is the storage problem. Storage is required not -

problem. ]y to protect the harvested crops against disease and weather, but also to faci-
litate distribution and marketing and to secure the most equitable prices for the
grower. Storage godowns and warehouses are a prerequisite for credit facili-
ties. The physical loss and deterioration for lack of proper storage cannot be
assessed, but it must be considerable. It is estimated that less than 40 per cent.
of the food grains is marketed and, the balance remains with the producérs.
It is, therefore, also necessary to evolve better household storage bins and
simple storage technique for adoption by the farmers.

Storag: 210. The existing and proposed storage accommodation in the country is
accommoda- i gicated in Appendix No. 13.” We feel that this storage is very inadequate,
considering the needs of the country. ‘A fuller investigation should be made by
the Government to assess the requirements as suggested by us earlier (para, 105 :
page. 34), and a long term programme of construction should be prepared.
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211. The following two tables show the livestock population of Pakistan and Livestock

livestock products, as estimated in 1948 (no later estimates are available) :—

Table No. 31.—Livestock population (1948)
(In lakh heads)

1. Oxen 12 2,43
2. Buffalo:s ot 56
3. Sheep and goats 1,01
4. Horses 5
5. Donkeys 9
6. Camels 5
Total 4,19

——

(Source : Ministry of Food and Agriculture).

Table No. 32.—Livestock products (1948)

(Figures in lakhs)

1. Hides ... 51 pieces
(a) Kips 45 pieces
(b) Buff 6
2. Skins  -.. %,
(a) Sheep skins ... 24 pieces
(b) Goatskins ... 52 ’
3. Fancy furs and skins . 19 .
4. Wool ... 247 pounds
5. Goat and camel halr 82 ”
6. Milk ... . 15,58 maunds
(ay Milk consumed in fluid ... 5,12 maunds
(b) Milk used in making ghee 10,46 ”
7. Ghee ... 28 Lo
8. Meat ... 71 s
(@) Beef 44 maunds
(b) Buffalo meat 10 ’
(c) Goat meat ... e m .,
(d) Mutton 6

(Source : Ministry-of Food and Agriculture).

and its
products

212. Livestock form a very important element of national wealth. Broadly Livestock

speaking, they fall into two categories—draught animals and milch animals.
Every effort should be made to improve livestock breeds. The number of draught
animals should be reduced as suggested earlier. Milch animals should, as far as
possible, be preserved as such so that the milk supply is increased. A number
of modern. cattle farms exist in West Pakistan and a very large farm is being
established in the Thal area with the assistance of the Commonwealth Govern-
ments of Australia, New Zealand and Canada. There are no farms in East
Pakistan with the result that the cattle population is suffermg deterioration
in quality and quantity. A large farm is now proposed to be established at
Katabari, but many more farms are needed. In the case of sheep, we would
not suggest the breeding of higher quality wool animals as climatic conditions
in our country are not suited for the purpose. On the other hand, the existing
- coarse quality sheep should be developed so that their yields are increased.
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Wool. of the type produced in Pakistan is a good dollar earner. Goat grazing
has been responsible for denudation of many fertile lands, and effective mea-
sures should be taken to deal with the prohlem. .

213. The number of fowls and ducks in Pakisfan was estimated in 1948 at
21 lakh and 51 lakh respectively. Of the total, about 74 per cent, of fowls
and about 98 per cent. of ducks were in East Pakistan. Likewise, of the total
production of 52,57 lakh eggs in the whole of Pakistan 38,50 were produced in
East Pakistan. Poultry farming is a subsidiary occupation of agriculturists
in East Pakistan, but no large model poultry farms exist. It is considered that
this industry should be organised on a scientific basis. Not only will it improve
the diet of the people but there is considerable scope for expanding its exports.

214. Fisheries fall in three main categories, ‘ marine’, ‘estuarine’ and
‘inland fresh water’ fisheries. Pakistan has a coast line of 740 miles (West
Pakistan 530 and East Pakistan 210 miles). East Bengal, Sind and Baluchistan
have got access to the marine fisheries. The estuarine fish fauna is very rich
owing to the discharge of the Indus in the Arabian Sea and of the Ganges and
other rivers in the Bay of Bengal. Fresh water fisheries have immense pofen-
tialities particularly in East Pakistan. Total annual production of fish in
Pakistan has been estimated at 77,000 tons as indicated below :—

Table No. 33.—Production of fish in Pakistan (1948)

Karachi 12,500 tons

Sind 9,500 ,,

Punjab vee 8,000 .,

Baluchistan ... 7,000 ,,

East Bengal ... 40,000 /
Total ... 71,000 ,,

(Source : Ministry of Agriculture).

Fish is exported in large quantities to India, Ceylon and Burma. The methods
of fishing are still primitive and power crafts are seldom wused. As suggested
by us earlier (para. 75: page. 27), fishing facilities should be expanded and
modernised. The problem of fishery development has been studied by F. A. O.
experts and a large fish harbour is proposed to be established at Karachi. Sea
fishing should also be developed in East Pakistan and all the requisites, e.g., cold
storage curing yards and fish processing equipment, should be provided.

Section 3.—The food problem

215. In Chapter I, we have indicated the extent of food shortage which
developed in the country during 1952 and which threatens to continue during
1953. Continued food shortage will have most serious repercussions. We can-
not possibly afford to import large quantities of foodgrains, as in consequence,
not only: will the import of essential consumer goods required in the country
be restricted, but also that of capital equipment and industrial requirements,
thus affecting the entire development programme and the prospects for future.
The import of 1 lakh tons.of wheat, at the present prices, costs Rs. 3.5 crores.
The margin of food. surplus in normal years (about 2% of the total production)
was too small to withstand the shock of adverse climatic and other factors and
it is unfortunate that our attitude towards food production, until recently, was’
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one of complacency. The food problem is a world problem and has engaged
the attention of other Governments and the F.A.O. The total world supplies are
short of requirements, and it has been stated that the consumption of food. per
eapita in the world is less now than 15 years ago. The problem is becoming
more acute every day, as in the existing world population of 280 crores, an
increase is occurring at the rate of about 3 crores per year. It is, therefore,
extremely important for Pakistan to increase food production not only for her-
self but to help to relieve the world shortage as far as possible.
e,

216. The area under food and non-food crops during 1951-52 is shown
below :

Table No. 34.—Area under food and non-food crops of Pakistan during 1951-52
(In lakhs of aérés)”
Gar- Sugar- Tea Po- To- Cot-  Jute
Province/State ~ Cereals (a) Pulses (b) Oxlseeds (c) den cane tato bacco ton .
crops ‘
1. East Bengal 204-91 9.44 7-07 8-88 229 75 100 1-30 *57 17°79
2. Punjab 9968 20-85 5:72 2:43 333 d. *30 18:65
3. Sind e +32°64 426 3-84 ‘80 -15 d. 02 834
4. N-W.F.P. 19-39 2-36 ‘91 *25 1-03 d. 14 16
5. Baluchistan 4-26 d. 62 24 d. -0t
6. Bahawalpur 10-23 3:07 2:27 16 -43 d. <02 5-31
7. Khairpur 1-75 21 76 11 02 d. d. 73
Total 372-86 40-19 2119 12:87 7-25 ‘75 1-00 1-79 3376 1779
'
Approximate per- o
centage of total 733 79 4-2 2’4 14 01 02 04 66 35
Food crops 89-57%; -+ Cotton 66 —96°1%
Non-food crops 10:5%; - Cotton — 3-9%
Total 100-0%
(Source : Ministry of Food & Agriculture).
(a) Include rice, wheat, bajra, Jawar, Maize & barley.
(b) Include gram, mung, mash, math, masur, etc. The figures under this heading represent the average area.
under pulses in 1948-49.
(¢) Include rape & mustard, linseed and sesamum,
(d) Below 300 acres
Food crops—cereals, pulses, edible oilseeds, sugarcane, -condiments and

stimulants—together account for more than 85% of the -cultivated area. It
cotton is also regarded as a contributory food crops, because of the cotton seed
which is a source of edible oil, then the percentage goes up to 96.
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217. Rice and wheat are the most important foodgrains produced in Pakis-
tan and form the staple diet (rice in East Pakistan and wheat in West Pakistan).
The annual production of various foodgrains in Pakistan since the Partition
is shown in the following table (these figures, however, are not reliable) :

Table No. 35.—Production of foodgrains in Pakistan

(In lakhs of tons.)

Comrhodity 1947-48 1948-49 1949-50 1950-51 1951-52

1. Rice 73-85 84-06 81-38 81-95 77-45
2. Wheat 33-21 39-96 39-58 39-53 3060
3. Jowar 2-03 2:35 217 2:38 1°99
4. Bajra 2-96 3:92 3:59 3-55 276
5. Barley 1-26 1-93 1'54 1-61 1-37
6. Maize 3:55 3-76 423 3-68 3-96
7. Gram 517 8-04 7-11 7-43 4-92
Total 122-03 144-02 13960 140.13 123:05

(Source : Ministry of Food and Agriculture)

218. After making an allowance for seed, cattle feed and wastage, and also -
for consumption by food industries, the average quantity of food grains avail-
able for human consumption in Pakistan during normal years may be placed at
125 lakh tons. If the basis of an average daily ration of 16 ounces per capita
(including children) per day, mentioned in the Six-Year Plan, is adopted, the
total requirement for a population of 7.60 crores will be 123.9 lakh tons. In
actual practice, the consumption has been somewhat less, which enabled the
exports made during 1950 and 1951. By 1957, the population is expected to
rise to 8.1 crores and the consumption should increase to 132 lakh tons. On the
basis of existing production, this will mean a deficit of 8 lakh tons. In order to
cover the deficit as well as to provide against lean years and some surplus for
export, we should aim at increasing our present production by 25%, i.e., 32
lakhs tons, by 1956-57. This was the target adopted by the Grow More Food
Conference, held in July 1952. Its break-up by Provinces and States has been
suggested as follows :—

Lakh tons
1. East Bengal 1400 ™~
2. Punjab 12°60
3- Sind 165
4., N-W.F.P. 2:00
5. Baluchistan *30
6. Bahawalpur 1-25
7. Khairpur +20
Total 32:00
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219. It will be a most difficult task to achieve this target and it will require Maximum

all the resources and efforts of the Central and Provincial|State Governments to increase food
reach up to it. We shall have to think of both short-term and long-term production

measures.

220. Before taking up the consideration of measures for increased pro- }‘eﬁsgﬁgr‘;f
duction, it is advisable to analyse the reasons for shortage of food which deve- agein W. P.
loped in West Pakistan during 1952. The main factors responsible for it are

considered to be :

(a) Failure of rains,

(b) Low water-levels in rivers and canals, due partly to failure of rains and
largely to diversion by India of normal supplies of water reaching
Pakistan.

(¢) Diversion of land from food crops to cash crops.
(d) Hoarding.

(e) Smuggling.

(f) Increased consumption.

It is almost impossible to estimate the effect of each individual factor, as the
various factors interact on each other and our agricultural statistics are not so
advanced as to enable an assessment of variations in acreage and yield due to the
operation of different factors.

221. Evidently, however, the failure of rainfall has the most serious conse- Failure of
quences. Cultivation in barani* areas depends on rainfall—both in point of "5 ™
quantity and time (pre-sowing, sowing and post-sowing peniods) and not only the
acreage under cultivation but also yields are affected. The average rainfall since
the closing months of 1951 has been less than in corresponding periods of the
previous years. Rainfall also affects cultivation in sailaba** areas where the
level of floods determines the extent of cultivation. Similarly, although culti-
vation in irrigated areas is less dependent upon rainfall, the crops are influenced
by it. There is less supply of water in the rivers and canals and less areas can
be covered by irrigation.

222. In the case of Punjab and Bahawalpur, water supply in the canals is Water supply

not only dependent upon rainfall but also largely upon the regulation by India of ™2
quantities of water reaching Pakistan. It has been estimated that during 1951-52
there was a reduction in supplies of 51% in the case of Indian-controlled canals
and 22% in the case of others. The position in succeeding years may be worse.
Short and uncertain supplies in canals can be most damaging to the yields in
Punjab and Bahawalpur. We can onlsarecommend that all possible steps open
to the Government should be taken to ensure more regulated and fuller supply
of water in the canals. The canal water question which has been the subject
of a dispute between Pakistan and India is of vital importance for Pakistan’s
economy, and an early and equitable settlement of it is a foremost necessity.
As suggested earlier, all sources of irrigation should be developed.

' 223. The diversion of cultivable area from cereals to non-cereals such as-Diversion
sugar-cane, cotton, oil-seeds and tdbacco is due to the higher-financial returns from cereals
offered by the latter. The area under sugar-cane is estimated to have increased non-cereats.
in 1951-52 by only 22,000 acres, mainly in the N.-W.F.P. The area under cotton

‘Baram'.lands are rain-fed lands.
*#Sailaba lands are flood-fed lands.
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increased by about 363,000 acres. This diversion must have largely affected
kharif foodgrains in 1951 though the wheat sowings might also have suffered to
some extent. The area under oil-seeds .showed an increase of 215,000 acres.
This must have affected the wheat acreage as well as other wabi crops.
The diversion of land from cereal crops to non-cereal crops can theo-
retically be checked either by regulation of prices or by regulation of cultivable
areas of various crops. At present no price regulation is.done, except in: the
case of foodgrains where Government;;purchases are made at controlled -rates,
and in the case of jute and cotton where minimum price support schemes are
operated. Similarly, no regulation of.acreage is dene except.in the cage of
jute. The regulation of prices of food crops in relation to non-food crops, the
prices of which are essentially determined by world factors, is a most difficult
process and fraught with many risks and complications.. Similarly, the regula-
tion of acreage is an extremely difficult proposition and, in view of the immense
administrative responsibilities it would entail, cannot be recommended off-hand.
We suggest, however, that the Government may assume powers for regulation of
both prices and acreage of agricultural crops, and for the exetcise of such powers
equitably under take a study of the price-area relationship. When
necessary and feasible, regulation could be introduced, in specified areas.
We consider that the Government should give all the official patronage
that is possible to food crops. This can take the form of concession
in land revenue and abiana, facilities of irrigation water supplies, offér
of chemical fertilisers at concessional rates etc. Action has already been
taken along these lines, during the last kharif and rabi seasons. The Provin-
ces and States in Pakistan gave 25% remission of revenue on lands diverted
from other crops to foodgrain crops and complete remission on lands brought
under cultivation for the first time and put under foodgrains. We recommend
the continuance of these concessions and the adoption of other measures of en-
couragement in order to ensure as far as possible that there is no diversion from
cereal to non-cereal crops. It is, however, to be recognised that we are also
short of sugar and vegetable oil—two very useful and necessary foods.

Hoarding. 224. It is well-known that at the slightest indication of shortage, panic is
created and large-scale hoarding resorted to. The growers and the zamindars
retain larger quantities of wheat than they would normally keep for their own
use. The Government procurement drive should be made as comprehensive
as possible and the Hoarding and Black-market Act of 1948 should be made
more effective. The distribution of available supplies over all areas should be
arranged in an efficient and equitable manner. While conditions of shortage
continue, a food reserve of adequate proportions, should be built, both as a
margin of safety and as a measure for discouraging hoarding.

Smuggling, 225. For reasons of scarcity and higher prices across the borders, the,temp-
tation for smuggling is great. The extent to which smuggling has taken place-
cannot be judged. A number of steps have been taken by the Government to
prevent this malpractice. The custom checks have been. made more extensive
and intensive ; ¢ prohibited ’ belts of land along the border in Sind and Bahawal-
pur have been created, and police outposts have been established. The East

Bengal (Smuggling of Foodgrains) Act was passed in 1950 to prevent smug:l;zﬁ/

of foodgrains out of East Bengal and it was extended to West Pakistan in Apri
1951. A more comprehensive law viz., the Prevention of Smuggling Ordinanee
was enacted in September 1952. We consider that all anti-smuggling
measures should be tightened up. The Prévention of Smuggling ‘Ordinance
should be brought into operation throughout West Pakistan and enforced
effectively.
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226. With the gradual increase in population, (at the average rate of 10 I:g;rseuar;e%ion
lakhs per year), there must be proportionate increase in the éonsumption of food- and other
grains. Some other reasons are also mentioned as having contributed to the reasons.
food shortage. It is stated that the productivity of land has decreased and the
yields per acre are falling. It is also stated that the refugees settled on land
have not yet been able to secure full normal production, as their tenure on land

is.generally of short and un-certain duration.

291 ‘ caf
297. Amongst short-term measures to"improve the food situation, the most ﬂgst term
effective appears t6 be an expansion i rtifici ili It iS jnereased

stated that the application of one ton of fertiliser increases the yield by two tons. production.
A very extensive use of artificial fertiliser is therefore called for. The invest-

ment made in the purchasé of fertiliser would be much more than repaid. The
Government should obtain fertiliser against foreign aid or loans as far as
possible. The recovery of the subsidised price from cultivators should be made

in instalments, the major portion to be paid after the crops have been harvested.

We suggest that a consumption target of at least 200,000 tons should be aimed

at during 1953. A special machinery will have to be created for the import,
transport -and distribution of fertiliser, as on the smoothness and efficiency of
distribution would depend the quantum of production.

228. We have, earlier, referred to some short-term measure adopted by the Grow-more-
Government to increase the production of the last kharif and rabi crops. ampaign.
These measures should be continued. We have ‘also urged the fullest official
patronage in favour of foodgrain crops. For the supply of water, the smaller

irrigation schemes including tubewells and power pumps ywould yield quicker
results than the bigger irrigation and reclamation projectd' and all possible
attention should be given to the investigation and execution of such schemes.

229. Both as a short-term and long -term measure, a campaign of * grow more Long-term
food ” should be initiated in the urban as well as rural areas. In the cities and measures.
towns, garden cropping should form part of all housing programmes and neces-
sary facilities should be provided for the purpose. In the villages, the resources
of the villagers and of the cooperative societies and other village bodies should
be mobilised and, wherever possible, vegetables, fruit and other garden crops

should be planted. A country-wide drive.shou e made to bring each bit of
available land under the plough.

230. As regards improvements of food situation on a long-term basis, not Dictory re-
only the existing agricultural projects will have to be pushed through vigorously quirements.
but the formulation of more schemes will be necessary. All the various
measures mentioned in Section 1 for increasing agricultural production will
assume a new importance in the face of the vital and urgent need of increased
food production. The completion of existing projects according to schedule
should improve the position substantially by 1957. As indicated in Table No.

4{ 10 (page. 85), the major schemes of irrigation and reclamation alone should
elp to produce additional foodgrains to the extent of 22, lakh tons.
S

9231. In Pakistan, the net area’sown at present is 4.8 crore acres as
against a population of 7.6 crores. The land available for production
is thus 0.6 acre per capita. The population will continue to rise but there is a
limit to the extension of area under cultivation or increasing yields per acre.

It has been estimated that in U.S.A. the area of land required per canife for a
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“liberal " diet is' 3.1 acres, for an ““ adequate ” diet from 1:8 to 2.3 acres and for
“emergency restricted ” diet to tide over difficult times ‘and periods of priva-
tion 1.2 acres, It seems clear that, in the years to come, it will bdcome more
and more difficult to meet the total food requirements 6f Pakistan from local
.prodyction. The alternative is' the adoption of a'system of rationalised
dietetics. The tequired supply of carbohydrates ‘cohistituting the bulk of our
food, ‘must be, obtained from sourceé which produce these in ‘the highest
quantities per acre. Of the éssential‘components of hifmar'diet—carbohy@#ates,
proteins, fats, minerals and vitamins'_Jthe cereals afé rich in ‘éarboh¥drates
(up to 78% of weight) but the protein’ contents are -inadeqilate(not mote ‘than
"129%). They are deficient in fats also. It appears that both from the point of
view of yield per acre and food value, we could with"advantage change over
partially to tubers from cereals,, which at present forrii our staple diet.

232. Tubers have a much higher yield per acre than cereals i.e., the same
acreage can feed more people. As against the prodtiction per acre of about 10
maunds of wheat or rice, the yield of potatoes is over 100 maunds. While rice
yields 7.8 and wheat 7.1 maunds of carbohydrates (starch mainly) per acre,
potatoes yield 22.9 maunds. The performance of sweet potatoes is even better.
Thus for the same area of land, potatoes provide carbohydrate needs of
three times the population as compared to rice or wheat. For this rea-
son, potatoes have become a popular food in the European countries
and America replacing cereals by almost 50%. U.S.A. has a million acres
under sweet potatoes. China and Japan consume large quantities of sweet
potatoes. In Pakistan, we can easily grow both potatoes and sweet potatoes.
There is no reason:avhy with the necessary push, and provision in sufficient
quantities of healthy seeds, the use of tubers cannot be extended in our country.
While in the case of potatoes, supply of seeds is a limiting factor, sweet potatoes
can be grown from cuttings. The cultivation of fubers leads to soil jmprovent
also. In Pakistan there will be difficulties in marketing, particularly in the.

eginning. As the product is bulky and as it has high water content, the
“keeping ” qualities are not satisfactory. Not only transport and storage
facilities will need to be provided, but to begin with, the Government will have
to guarantee the off-take in selected areas where the experiment of popularising
substitute food might be started. Carrot is another food which has a very heavy
yield per acre. We might add here that the cultivation of soya beans as a subs-
titute food should also be tried.*

233. A well balanced diet must have the various component in correct
proportion. Little attention has so far been given in Pakistan to the protective
‘foods e.g. meat, poultry, fish and eggs (which provide proteins) and milk and
milk products (which provide fats). The reasons are mainly economic. The
existing ¢onsumption is apallingly low. The supply of these foods should be ex-
panded and made cheaper through the development of cattle wealth and poultry
and fisheries. The same applies to fruits and vegetables which are important
sources of vitamins. Lack of balance in diet results in malnutrition and disease.

234. The ciuestion will arise as to what,priorities inter se should the vérious

agriculture,  agricultural crops have in general, and in the newly irrigated or reclaimed areas

in particular. The first place must obviously go to cereals and, as stated earlier,

not only the country should be made self-sufficient, but a reasonable surplus

should be attained. The objective should be self-sufficiency in wheat and
K '

;Mian Afzal Husain suggested that the possibilities of utilising cotton seed flour as human food should be investis
gated. i
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exportable: surplus in rice, as rice earns foreign exchange almost double of
wheat. There should be increased production of crops which yield more food
per acregsueh as tubers and roofs, potatoes, sweet potatoes, carrots, etc. Pulses
including, gram should be next in order of importance as they are a substitute
for meat for the poor. Oil:seeds and sugar-cane will come next. Both of them
will be needed. for indigenous industry and will help to reduce import of
g;ypgetable oil and suggr. However, the production of these crops and the indige-
sBBys eapacity for, mapufacture will have to be inter-related and coordinated.
tbhe fullest use Ashoulgg be made of cotton seegds, as a source of edible oil by
extending ithe -crushing industry. Of the cash crops, tobacco will not demand
much extra land but if any additional acreage could be put under it, it should
be for the superior virginia variety. As regards jute and cotton, we have recom-
mended elsewhere (paras 402 : page. 142 and para. 403 : page. 143), production
targets for them. We must add, however, that the requirements of fodder should
not be lost sight of in any programme of increased production, and additional
fodder should be produced wherever possible, in order to provide proper food
for the cattle and increased. production of milk. At the same time, as envisaged
earlier, it will be necessary to reduce the number of work cattle by the introduc-
tion of tractors of suitable design.

235. In connection with the food problem, a question which is always posed Control of
is whethéer population should and could be restricted. There is no doubt that population.
at the rate at which human population is increasing, the problem of food will
become more and more diffi¢ult of solution, despite all efforts at increasing food
production. However, the suggestion of family planning is neither easy mnor
generally acceptable, and in any case it will take years to show effects. The
problem, however, requires careful consideration. v

Section 4..-The problem of employment

236. In his Report, Mr. Colin Clark has attempted an analysis of the total Agricultiral

land available for cultivation in West and East Pakistan and the maximum em- ec!gll)ulr?)(,:nlﬂaernkts
ployment it can offer. 2500 man-hours of work per year per male cultivator Y™

is’ considered to represent reasonably full employment, the extra help available
from women and children duting the busy season being offset by the time re-
quired to look after the cattle. For this amount of work, roughly 4 acres of rice
land would be needed for cultivation. However, in East Pakistan 94 lakh male
cultivators (1951) have on an average only 2.18 acres of crop land, equivalent
to 2.80 acres if double cropping is taken into account. Thus there is little room
for further agricultural employment in East Pakistan. As regards West Pakis-
tan, there is no shortage of land, but there is shortage of water. After assess-
ing the total water available, through existing or future schemes of develop-
ment, and taking into account the water requirements. of various crops,
Mr. Colin Clark has come to the conclusion that the probable practical limit of
cultivation would provide full time employment for 73 lakh cultivators only as
against 57 lakhs at present’ (1951). According to the census of 1951, the total
labour force in Pakistan excluding Karachi is roughly 219 lakh (about 30 per
cent. of the whole population). Out of this figure, 169 lakhs (62 W.P. and 107
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E. P.) are in agricultural and 50 lakh in non-agriculiuyral occupations (28 W. P.
and 22 E. P). The figure estimated for 1961 is 247 lakhs,-an increase of 30 lakhs
or 3 lakhs per year. On the basis that the ratio of labour force to total population
in Kast Pakistan is at present lower than the national average, it.is estimated that *
there will be 2 lakhs in East Pakistan and 1 lakh in West Pakistan to .be provided
for every year. Summing up, while no addition can be made to the number of
cultivafors in East Pakistan, an increase, of 16 lakhs might be possible in Wegt.
Pakistan, if water resources are exploited more vigorously, J§1nd new land brought
under cultivation. While the acceptabilify;of such figures, is dependent upon the
accuracy of various assumptions made, there is no doubt ?cﬁxat there is seripus
under-employment in Pakistan, particularly in the rural areas.

ol

237. The view expressed in the Agricultural Enquiry"'"‘@ornmittee’s Interim
Report is that the increase in Pakistan’s population could be supported only
by the development of the potential agricultural wealth'.of the cdountry. The
Committee has estimated that even if all the industries contemplated in the
Six-Year Plan were completed they would give employment only to about 3
lakh workers (over the entire period). Consequently, the removal of under-
employment and the provision of employment for the additional labour force
should be sought in agricultural development.

238. We are of the view that the solution of our problems should be found in
balancing' agricultural and _industrial development. Development of industry
will directly increase employment and dévelopment of agriculture will reduce
under-employment. Both will improve our financial resources which will help
gradually to absorb more and more people in social services, trade, transport
services, etc., and openfup increasing” avenues of employment.

Section S.—Agricultural organization-

239:"The achievement of the target of increased food production and the
improvement and extension of agricultural activity otherwise, call for a sus-
tained and determined effort. The existing agricultural organisation in the
Provinces and States or at the Centre has worked well in many ways. but seems
incapable of bringing about a major change in the factors on which accelerated
improvement will depend. The Agricultural Enquiry Committee made -a ten-
tative suggestion for a three-winged organisation viz., (a) the recently consti-
tuted Agricultural Finance Corporation to raise and provide funds, (b) a
National Co-operative Corporation to promote increased production and orderly
marketing with an associated Board for special development, and (c) strengthen-

ed Department of Agriculture. :

240. We have considered the question and feel that the problem must be
tackled from both the bottom rung and the top rung. Villages are tbe. basic
agricultural units and agricultural development:must be organised with them

as the nuclel.  Multipurpese co-operative societies should be established in each
Village or group. of villages*. They should be responsible for all econemic and

* Mr. Muazzamuddin Hosain considered that the village self-governing institutions e.g., Union 'Bpards in East Bengal
and panchayats in West Pakistan should be revitalised and that they should have suitable powers and responsibilities.
They should-function like tiny republics and report their activities to the Collectors. A healthy spirit of rivalry should
be created amongst them, and at the end of the year, certificates of*merit awardéd to selected villages on the basis of
results shown. ; .
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social activities in the village—formulating minor schemes in agricultural and
other fields, popularising measures for increased production, mobilising volun-
tary labour to improve village conditions (roads, bunds, drainage, social
amenities ete.), acting as media for agricultural credit, ensuring proper market-
ing of produce, etc. These societies ‘'should be non-official bodies, but it will be
necessary to provide 2 Goverament official‘as secretary who will act as the link
between the villagé and the Government. He must identify himself with the
interests and needs of the village and’be a friend and guide to the villagers.
Siféh village agents must be given prbfer training and as an incentive provided
with reasonable emolunfents and good“prospects for advancement. We under-
stand that it is proposed to, establish four tra‘ning institutes for such workers
(two in West Pakistan and two in East Pakistan) with the assistance of the
T.C.A. under the Village Aid Programme. This is a welcome step but it must
be ensured that the training given is suited to our conditions. Economic and
social conditions in Pakistan are different from other countries and the level of
income of villagers is low. We have to be vigilant and should examine conti-

nually what is the best that can be done within existing resources and_in the
pfresent state of literacy of villagers. o

241. The organisation at village level should be projected upwards at Tahsil| gﬁf‘é‘f‘;};&w
Thana, District and Provincial levels culminating into a Provincial Co-operative Corporation.
Corporation. In the Tahsil|Thana, a separate official should be appointed spe-
cially for purposes of village development to supervise the village agents. In
the District, the Collector or Deputy Commissioner should be in overall charge
though he may have a number. of assistants to help him and to meet the various
requiréments of village societies communicated to him through the Tahs:1/Thana
officer. Much will depend upon the enthusiasm and the:attitude of the Collec-
tor. Many are the minor improvements which can beimade in ‘the villages if
only the administrative head takes a little interest.

242. While the village societies should look after the improvement needed Agricultural
in normal agricultural activity, it is necessary to establish at the top an crgani- Goemaron
sation which can undertake agriculture development on a large scale. We con-
sider that an autonomous agricultural development corporation should be con-
stituted to plan agricultural development projects and to direct and assist the
Provincial Governments and local authorities (including those which might be
set up for individual projects) to execute those projects. It is not intended
that this corporation or any other Government authority should undertake farm-
ing on a large scale but the idea is that waste land should be developed or land
goéne olit of cultivation reclaimed, and then made over to the farmers for cultiva-

tiof?! The Provinces may like to set up similar authorities for development for
thé'Province as a whole or for particular areas.

243, We agree, however, that in addition, the Provincial|State Departments rrovincial/
of Agriculture.should be strengthened.and revitalised. Very considerable work S ate Dzpart-
will have to be done if the target of food production and other measures to im- 'X;ﬁtcsu%re.
prove agricultural production are to be carried through. The Provincial Agricul-
ture Departments will have to feed the Village Aid Programme and will have to
guide the autonomous authorities that might be set up for agricultural develop-
ment. As an immediate measure, we suggest that in order to provide incen-
tive and create a healthy spirit.ef rivalry among the officials of Agriculture
Developments, a bonus scheme should be introduced. At the end of each year’s
working, a fixed percentage of subordinates should be selected on the basis of.
efficiency, enthusiasm and results shown, and suitable bonuses awarded to them:.

244. As the success of the entire agricultural and food programme hinges on Committee
the administrative machinery, we agree with the recommendation of the Agri- of experts.
cultural Enquiry Committee that a srhall committee of experts should be

79




appointed to study the existing organisation in various Provinces and to recom-
mend a stream-lined machinery capable of taking quick decisions and imple-
menting them without delay. It is essential, however; that whatever organi-
sations are set up at warious levels, they must be manned by adequately trained
and properly paid'personnel. (We made an interim recommendation to this’
. effect to the Ministry of Agriculture and are glad to find that. a-committee has
:already been appointed for-the purpose, with the following terms of reference.:

(i) to recommend what form th‘isgcbrganisation 'should take at variots
levels ; e '
(ii) to suggest the administrative details regarding personnel, functjons
. of various units of the organisation, their relationship inter se and
with other organisations, and reorganisation of,.the existing set up
if necessary ; and

(iii) to.examine the financial. implications of the proposed organisation.)

' Section 6.—Financing of agriculture

Sources of 245. The usual sources of rural finance are: (a) the Government, (b)

1ural finance. . , . . ..
private money lenders, (¢) commercial banks, and (d) co-operative societies
supported by co-operative banks. The Government finance’is generally available
as short-term loans for the purchase of improved seeds, manure, etc. (often in
kind) and long-term loans for improvement. of land. In actual practice, however,
substantial funds are made available only in periods of emergency such as
famines, floods and failure of crops. The Government loans are not generally
popular on account of the procedures_adopted and the attitude of smaller officials.
Private money lending $4$ very common until some years ago when it was con-
trolled by legislation. With the departure of mahajans after the Partition this
source dried up. The commercial banks give loans only on the security of agri-
cultural produce, and as no licenced warehouses exist the agriculturist derives
little kenefit from them. Co-operative societies were essentially a credit move
ment, but since the Partition, the funds of co-operative banks have been -in.
creasingly diverted from agricultural credit to comrnercial and industrial enter-
prises. ‘And this source of financing agriculture has also been rendered inade-
quate.

Agencies for 246. There is thus great need for improving and extending credit facilities

oo o for the agriculturist, both for short-term requirements at the time of sowing,

finance. harvesting and marketing and long-term requirements for the purpose?of-land
improvement. The Agricultural Enquiry Committee has suggested four differ-
rent agencies—two for short-term and two for long-term finance. In“the former
category will be the multipurpose co-operative societies (the objective of which
should be to provide credit as well as arrange marketing of agricultural pro-
«duce) and pilot agricultural banks sponsored by the State Bank of Pakistan.
The co-operative societies are intended to be financed, through the Provincial
Co-operative Corporations, by the State Bank of Pakistan or the Agricultural
Finance Corporation. The two agencies suggested for long-term financing are
the Provincial Governments acting through Agriculture Departments and the
Agricultural Finance Corporation acting through its own offices in the Pro-
vinces or through the co-operative societies.

f‘i;ll(:)‘txrﬁré} " 247. Thus the small agriculturist would have to deal with four separate
financing agencies, apart from private money lenders. We agree ‘that for short-
term loans, pilot agricultural banks should be established in addition to the’ co-
operative socleties because the Tatter have become inffective and it will take
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time to revive and expand their activities. We feel, however, that these two
agencies should be utilised for long-term finance also, partlcularly the-pilot agri-
| cultural banks. The Agricultural Finance Corporation "could finance agri-
*cultural banks as well as multipurpose societies for the purpose of long-term
loans but it need not normally make loans direct to small cultivators. If atten-
tion is concentrated on two agencies, better results will' be achieved. It is very
unlikely that in the face of the existing shortage of trained personnel, the Agri-
cultural Finance Corporation will be able to establish offices in many outlying
areas. In cases where the agricultural banks or the co-operatives do not find it
possible to make credit available because of lack of organisation or non-accep-
tability of seécurity offered, the Provincial Government might step in through
their Agrlculture Departments With the development and extension of these
two agencies (co-operative societies and agricultural banks) the need for Gov-
ernment assistance should gradually disappear, except in times of emergency,
when grants rather than loans are required.

248. We have considered a proposal for the establishment of khaikhalashi g‘fk“s‘hﬂ”’h‘
banks in East Bengal (details given in Appendix No. 14). In that Province a
system prevails under which a cultivator in need of money makes over to the
lender his cultivable land for a specified period under a usufractuary mortgage
deed (i.e., authorising full use of the land and its proceeds). The lender uses
the land and its income as he likes and returns it to the owner at the end of the
period without any encumbrances. The owner himself might be employed by
the lender as bagadar.* The proposal is to set up khaikhalashi mortgage
banks to lend money to the cultivators on the same terms. However, the banks
would charge to the account of the cultivator only 6% per cent. per annum of the
loan given plus overhead costs, and would place the balance of income from the
land mortgaged at the credit of the cultivator. By the end of the mortgage
period, there would be a substantial credit to the cultivator’s account, so that he
will not have to resort again to khaikhalashi, but on the other hand should be
able to make use of the funds for improvement of his land, etc. The basis is
that instead of the present lenders of money exploiting the cultivators. by charg-
ing exorbitant rates, these banks should charge what is reasonable and, without
making any profits, save the money for the cultivators. The drawback of this
proposal is that in order to be effective a large number of banks will have to be
established and overhead expenses will be considerable. The banks will have

gto organise the management of lands which will not be an easy matter. Be-
sides, unlike private moneylenders, the banks will find it difficult to investigate
land titles to enable them to advance loans. It was stated, however, that in
actual pracfice no difficulty would be experienced in ver1fy1ng ownershlps
through the Union Boards : between one and two lakhs of usufractuary mortgage
deeds are executed in East Bengal every year but very seldom have there been
cases of dispute about ownership. @ We feel that the proposed scheme, which
takes advantage of an existing system, is worth a trial under proper superv1s1on
We recommend that, to start with, it should be introduced in selected areas in

East Bengal where the extent of khaikhalashi transactions is substantial, and its
operations should be carefully watched.

249. In West Pakistan, existing land mortgage banks (which exist mainly Land mort-
in Punjab) have not been successful. The reasons given are many—lack of &£,
funds on a long-term basis, the directors’ indulgence in giving loans to their re- Pakistan.
latives or friends, misuse of loans which were employed for liquidation of debts
rather than improvement of land, etc. These defects arose out of the co-opera-

tive structure of the banks. We consider that the proposal for establishment

* Bargadar is an agricultural labourer who cultivates land for some superior owner.
Bengal) one half of the produce as the cost of his labour.
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of agricultural banks should be further examined keeping in view the features
and experiences of land mortgage banks. Land offers much better security
than agricultural produce and could be accepted to give long-term loans. It is
necessary, however, to ensure. that the loans are used for the purposes for which
they are made available. If advances are granted in kind wherever feasible,
that would be better. (A note prepared on this problem by the State Bank of
Pakistan is reproduced as Appendix No. 15.).

250. We reviewed the working of existing co-opex)ative banks and-feelli;‘hat
under the present system, wherein the directors (elected representatives of co-
operative societies) have no substantial financial stake in the banks and wherein
the advances and other transactions are not subject to the control of the State
Bank of Pakistan, many unwholesome practices exist. The staff employed by
the banks has no training in banking and the Registrars of Co-operative Socie-
ties, under whose guidance the banks function, have little knowledge of the
banking technique. The co-operative banks have increasingly diverted their

s funds to commercial advances. They have accumulated deposits (Rs. 20 crores)

equal to nearly 1[7th of the total bank deposits in the country. Their proper
running is therefore important to the economy of the country. We consider
that control over these banks should be exercised by the State Bank of Pakistan
in the same way as over commercial banks, in order to improve their financial
standing and promote their stability. Legislation should be brought about for
the purpose. The State Bank should be made responsible for the training of
officers of these banks for which regular cadres should be established in each
Province with provision for recruitment on a centralised basis. The training
should cover commercial banking; co-operative principles and practice and co-
operative bankingy and a training institute should be organised for the purpose.
We do not suggest, however, that the co-operative character of the banks should
be changed but hgpe that with the proposed measure, it will be improved and
reformed.

Section 7.—Marketing of agricultural produce

251. The main reason why a cultivator cannot get full price for his produce
is the difficulty of transport, particularly in East Bengal where inland water-
way communications are available only for part of the year. Matters pertain-
ing to transport are considered in Chapter VI. Other essential factors in mar-
keting are the existence of regulated markets, knowledge of.market conditions
on the part of cultivators, storage accommodation, grading of produce and bank-
,ing facilities. The number of regulated markets should be much larger than it
is at present. = Greater publicity should be given to the conditions of market
and 'the prevailing prices of various commodities. Punjab has already estab-
:1ished a number of regulated markets at important centres and Sind also has
passed legislation. The need for warehouses and the importance of grading
has been considered in Section 2 and the problem of financing in Section 6.

252. Another important factor in marketing is standardisation and regula-
tion of ‘weights and.measures. The provisions of existing legislation should be
enforced rigorously and Government factories set up to produce standard
weights, which could also be used for purposes of checking. We consider it
extremely desirable, as a long-term measure, that the metric system should be
adopted in weights, measures and currency in order to introduce simplicity in
transactions. We understand that a Committee was appointed by the Council of
Technical Education to consider the implications and requisites for introduction
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of this system. We suggest that either this Committee should be revived or a
new committee appointed to make final recommendations on the subject.

Section 8.—Review of progress

)

253. Mention has been made in the preceding sections of ‘a number of Agricultural
schemes of agricultural development which have been approved for execution. i‘,’;,?l‘;;g%;g.
A résume may “be given of the progreSs made in the more important schemes: con-
cerning expansion or re¢lamation of cultivable area and enlargement of irri-

gation facilities.

254. The Thal Project in Punjab is a huge undertaking, if all its three phases Thal Project.
are taken together viz., irrigation costing Rs. 15.4 crores, colonisation costing
Rs. 18 crores and road construction costing Rs, 3.3 crores i.e., a total of almost
Rs. 37crores. The Thal area covers 50 lakh acres of land but ‘the present projett
aims at developing only 22 lakh acres, of which 15 lakhs will be brought under
cultivation. The irrigation phase has been practically completed. The whole
of 230 miles of main canals and branches, and 1137 miles out of 1630 miles of
distributaries, have been constructed. Out of the total mileage (main roads)
of 676, over 450 miles have been completed. -Colonisationn is proceeding apace
and by now 70,000 persons have been settled and 3.25 lakh acres 6f land brought
under cultlvatlon The World Bank has given a loan of $3.25 rmlhon for the
purchase of 200 tractors for reclamation work.

¥

255. The next biggest project is Lower Sind Barrage which will command rower Sind

an area of 28 lakh acres in Lower Sind, at present partly fed by a number of Barrage.
inundation canals. The project will be completed in two phases—in the first
phase, which is expected to be completed by the beginning of 1954, the head-
works, the feeders and other new channels will be constructed, and in the second
phase, to be completed by 1960, the existing channels will be remodelled and
extended. The revised estimated cost of the project is Rs. 24 crores. OQut of
a total of 82 crores cubic feet of earth-work in the first phase, 77 crores has
been done so far June 1952, and the remaining will be completed by June 1953.
The progress on this prOJect which was started in 1946-47, is not satisfactory,
and we would urge that a detailed investigation should be made into the causes
of delay. An autonomous body like the Thal Development Authority should
be constituted for the speedy execution of the project as well as for develop-
ment of the new areas for cultivation and set. - . We understand that
controyersy exists between the Government of Sind and the ‘Central Govern-
ment regarding the crop pattern and intensity of cultivation in 'the irrigated
area, with the result that the project has not yet been formally approved.
This is unfortunate. We recommend that the controversy should be settled
without delay and full assistance of the Central 'Government should be
provided for the expeditious completion of the project.

i .

256. Taunsa Barrage Scheme]in Punjab, not yet formally ‘approved by the Taunsa
Central Government, aims at the construction of a barrage across the river Barrage.
Indus, 85 miles downstream of Dera Ismail Khan, with a road and railway bridge
on it and two irrigation canals linking up with the héads of existing inundation
canals. The total estimated cost is Rs. 10 crores and the total commanded area
will be 13.73 lakh acres.
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Kumam 957. Kurram Garhi Project in N.-W.F.P. provides for the construction of a

arhiProject . across the Kurram River near Bannu in N.-W.F.P. which will command
9.53 lakh acres of land. The estimated cost is Rs. 1 crore. Survey and other
preliminary work. at- site has been completed.

Tank-zam- 258. Another important scheme in view of the N.-W.F.P. Government is
Gomal  mank-zam-Gomal scheme which aims at the damming of two small rivers in
Dera Ismail Khan District and creating reservoirs to provide irrigation facilities

for over 2 lakh acres of land. . q

‘Nari-Bolan 959. In Baluchistan, two major schemes have been approved viz. Nari-
and Sailaba - pJan Project and Sailaba Cultivation Project. The estimated cost is Rs. 2
Projects.  crores and Rs. 60 lakhs and the area expected to be brought under cultivation
1.7 lakh acres and 1.2 lakh acres, respectively. Preliminary works are stated
to have been completed and execution is expected to be taken up shortly. Fin-
ancial aid has been offered by the Government of New Zealand under the

Colombo Plan for development of irrigation in Baluchistan.

g:gha:l:putra 260. For East Bengal, a huge multipurpose scheme—the Brahamputra Pro-
’ ject—has been drawn up by an F.A.O. expert. It will ultimately consist of the
following works :—

(a) A barrage on the Brahamputra river.
(b) A barrage on the Surma-Meghna river.
(¢) A'barrage on the Teesta river.

(d) Several electric pumping plants. -

(e) Hydro-electric power stations including a big plant near Mymensingh.
(f) A high tension transmitting set.

(g) An irrigation-cum-navigational canal system with diversion works
and locks, and

(h) A drainage canal system.

Ganges- It is a long-term scheme (30 years) estimated to cost Rs. 165 crores and consi-

Sehea®  derable investigations will have to be carried out before the project can be com-
pleted. It has been divided into a number of independent schemes to enable
execution by stages. These are (a) Ganges Kobadak Scheme, (b) Padma-
Faridpur Scheme, (¢) Teesta Scheme, (d) Surma Valley Scheme, (e) East
Meghna Scheme, (f) West Brahamputra Scheme, and (g) East Brahamputra
Scheme. The undertaking of a detailed survey for the Ganges Kobadak Scheme
has been approved. This scheme, estimated to cost Rs. 19 crores, provides for
the construction of a pumping station to pump water from the Ganges and the
excavation of a distribution canal out of old river beds. It will help to bring an
additional area of 18 lakh acres under cultivation. The entire Brahamputra Pro-
ject when completed will convert East Bengal from a rice-deficit Province to a
substantially surplus area. It will increase rice production by 20%, and also the
production of sugar-cane, oil seeds, tobacco, ground nuts and other crops in an
appreciable measure, Foreign aid (from T.C.A. and F.A.O.) is expected to be
available to carry out detailed investigations of the Ganges Kobadak Scheme and
other parts of the project.

%ift '{5‘3-*‘& 261. A major approved scheme in East Bengal is the Lift Irrigation Project,

fon ¥T0l¢ which also will be integrated with the Brahamputra Project. It provides for
the installation of 500 power pumps over a period of five years in order to pro-
vide irrigation water during the dry season. Only a few pumps have been in-
troduced so far and they have proved successful. Canada is expected to sup-
plv large number of pumps under the Colombo Plan aid.
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262. Another important scheme in East Bengal is the Mechanical Cultiva-
tion Project, which provides for the acquisition ,of 450 tractors over a perlod of Project of
five years for use in areas requ1r1ng quick cultivation (during non-flood season)
and for reclamation of lands in the Chittagong Hill Tracts. Only a few tractors
have been brought into use so far. A sizeable number is expected to be proyid-

ed by Canada under the Colombo Plan aid.

263. In the following table, an estimate is given of the-additional acreage to
be irrigated and the likely additional production as a result of the above

projécts :— \

Table No. 36.—Additional acreage and production

il

on account of major projects

(In lakhs of acres and tons),

Addi-
Addi- tional .
tional estimated
S. No. Name of project acreage pro- Remarks
: to be duction
irrigated  of food
grains

1 Thal Project ... 15.00 4.00 Total commanded area will be 22 lakhs
acres of which 15 lakh acres will be
cultivable. Estimated break-up of
increased production is 4.00 lakh tons-

- of food-grains, 0.25 lakh tons of cotton
and 2.75 lakh tons of sugarcane.
Existing production is *73 lakhs tons.

2 Lower Sind Barrage Project - ... 16.44 5.70 Total commanded area will be 28 lakhs
acres. The existing cultivable area
is 6 lakh acres and existing production
is 1.8 lakh tons.

3 Taunsa Barrage Scheme 5.89 2.14 Total commanded area will be 13.73
lakh acres of which 12.56 is
cultivable. Existifig irrigated area is
6.67 lakh acres and existing production

. is 2.43 lakh tonms.
4 Kurram Garhj Project 1.20 0.40 Existing cultivable area is 1.33 lakh
. acres.

5 Tank-zam—Gomal Scheme 1.50 0.50 Existing cultivable area is 50,000
acres.

6 Nari-Bolan Project . 1.70 0.62 o eeeeeees

7 Sailaba Cultivation PI‘O_]eCt Baluchlstan 1.19 057 L

8 Ganges-Kobadack Scheme 18.00 700 Ll

9 Lift irrigation Project, East Bengal 0.83 0.45 500 pumps will be installed, ‘each

pump to irrigate 165 acres approxi-
mately.

10 Mechanical Cultivation Project, East

Bengal 0.75 0.33 500 tractors will be used, each tractor
to cultivate 150 acres of Jand approxi-
mately.

Total e 6250 21,70 :

Note—All areas and yields shown above are approximate and productnon has been ca]culated generally at the
rate of 10 maunds per acre, except where definite estimates were available.
PO i ik

Section 9.=—Agricultural statistics

264. Agricultural statistics cover a wide field.

Broadly, they may be classi-

Mechanical
Cultivation

East Bengal.

Classification
of agricul-

fied into (a) basic statistics- embracmg the number of agricultural holdings and tural statis-
their main characteristics e.g.,-size, form of tenure, utilization of area, utiliza-
tion of agricultural produce, farm 1mp1ements and machinery, and (b) current

statistics embracing data on crop acreage, yields,

ducts, and prices of agricultural produce.
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livestock numbers and pro-
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265. The collection of agricultural statistics in Pakistan is confined to cur-
rént statistics. Another drawback is that ‘statistics are not collected on a uni-
form basis and there is a very large area (670 lakh acres comprising the Fron-
tier States and the Baluchistan States Union), which is not covered at alk
While the remaining areas in West Pakistan, namely the Provinces of Punjab,
Sind, N.-W.F.P. and Baluchistan and the States of Bahawalpur and Khairpur
have permanent revenue administrations which carry out cadastral surveys and
collect statistics, in East Pakistan there'is no administrative agency (except in
the case of Jute) to record currently*‘the crop acreage and other agricultural
statistics from field to field. The jute statistics are maintained .by a large staft
employed for the purposes of the Bengal Jute Regulation Act of 1940. This
staff is responsible for enforcement of the jute regulations ‘(to ensure that the
area authorised each year for jute growing, with reference to the areas under
jute in 1940, is not exceeded) and to collect jute statistics. The yield is as-
sessed on the basis of crop -cutting experiments mixed up with subjective esti-
mates. In actual practice, the official assessments announced by the East Bengal
Department of Agriculture, have been found to fall very short of the actual yield.
The lack of reliable agricultural statistics, particularly of food production etc.,
has proved a great handicap in the formulation of policies and planning of pro-
grammes, and improvement is urgently called for.

266. Acreage and production statlstlcs are at present maintained for the
following crops :— o

(a) Food-grains : ri¢e, wheat, barley, jowar, bajra, maize, gram and other
foodgrains including pulses.

(b} Oilseeds :'&rape, mustard, sesamum and linseed.
(c¢) Sugar-cane.
(d) Fibres : cotton, jute and others.

(e) Tea, tobacco, cinchona, dyes, fodder crops, fruit and vegetables,
condiments and spices.

Forecast for areas and yields of principal crops are issued by the Directorate of
Statistics in the Ministry of Agriculture, based on the data supplied by the Pro-
vincig} and State Departments of Agriculture.

267. The following suggestions are made in order to improve agricultural

recommen- cstatistics :—.
ded.

(i) The coverage of statistics should be expanded. Agencies for collection
of data should be set up in the non-reporting areas mentioned above.
Data for potatoes and sweet potatoes also should be compiled.

(ii) Statistics should be compiled for the Whole of Pakistan on a uniform
basis in order-thit they are comparable: =~ T¢ make such statistics
useful for international purposes, the classifications and definitions
worked out by the F. A. O. should be adopted as far as possible. A
coordinating committee on agricultural statistics comprising Central
and Provincial representatives should be convened in order to evolve
an agreement on the standardization of classification and methods of
collecting data. i

*A plot-to-plot survey of the whole undivided Bengal was made in 1944 and crop statistics compiled.
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(iii) In West Pakistan, the village patwari* who is responsible for the basic
collection of data of crop acreage, should be given a short course of
training for the purpose and his work should be properly supervised
and inspected. To relieve the burden on him the sphere of his
jurisdiction should be revised, and the collection of agricultural
statistics should be made his regular responsibility. In East Pakistan,
data is collected by Circle Officers from the presidents and
members of Union Boards, prominent cultivators and the village
headmen. A more satisfactory arrangement needs to be evolved. It
should be possible to make use of the jute regulations staff, after
giving them a short course of instruction.

(iv) For estimates of yield, the use and efficiency of sampling methods
should be given fuller attention. Sample aerial survey may be em-
ployed to check up acreage. A complete yearly census-taking in
agriculture is almost impossible but statistics based on “ judgment ”,
though inexpensive, are unreliable. The best via media is the
method of random sampling in order to obtain, estimates of .a
known accuracy rather than a partial enumeration with unknown
accuracy. Experience has shown that the error in sampling method
does not generally exceed 5%. Crop cutting experiments are more
dependable than subjective conjectures. Particular attention will
have to be given where mixed cropping is prevalent.

(v) In the case of jute, we understand that an F. A. O. expert has studied
the problem in detail and has made recommendations for the collec-
tion of more accurate statistics. It may be advisable to seek the
assistance of F. A. O. or other agencies and invite a mission of experts
for the reorganisation and improvement of the system of agricultural
statistics, as a whole.

(vi) Consideration should be given to the need for comprehensive basic
statistics, on a national scale, in order to provide reliable basis for
future planning. The undertaking of an agricultural census is no
doubt a big task but in view of its importance to an agricultural
economy, it must be given high priority.

(vii) As’in the case of other statistics, agricultural statistics including:
agricultural census should be made the responsibility of the C. S. O.
The Ministry of Agriculture may maintain a small staff for the pur-
poses of obtaining data from the C. S. O. and putting it into a shape
needed for the formulation of their policies.

*A patwari isa revenu® official responsible for survey and maintenance of revenue records connected with lands
covering a group of villages.
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CHAPTER V
INDUSTRY
Section l.—Increase in production

268. Industry is an essential complement of agriculture : without its deve-
lopment, an agricultural economy is extremely vulnerable. Increased indus-
trial production also lessens dependence upon imported goods and reduces expen-
diture of foreign exchange. Although surpluses of exportable raw material
rmight get somewhat reduced and the need for larger imports of raw materials
and consumer goods would develop, the balance of payments will on the whole
improve. We must also keep in view the uncertain supply position in the world,
which develops from time to time, and must therefore manufacture as many as
possible of ‘our essential civil and defence requiremeénts. Development of indus-
try should consequently receive adequate attention.

269. The ipdustrial policy of the Government declared in April 1948 (repro-
duced in Appendix No. 16) is that, except for a few specified industries, opera-
tions in the industrial sector should be the concern and responsibility of private
enterprise. Private enterprise has shown increasing initiative, but on the whole
the quantum of effort is not as large as it should be. The Government has had
to step into the field in order to start certain essential industries, which could
not brook delay, and the Pakistan Industrial Development Corporation has been
set up to sponsor industries in which the private initiative was found to be in-
adequate. The causes of slow progress on the part of private enterprise,
generally speaking, arise out of—

(a) Lack of experience and enterprise.
(b) Lack of-funds and the taxation structure.
(¢) Lack of adequate facilities.
(d) Government controls.
(e) Certain special problems.
These factors are analysed in the following paragraphs.

~ 270. Muslims of the Indo-Pakistan sub-continent had little opportunities in
the field of industry, before the Partition. Whatever little industries existed
were controlled largely by non-Muslims. Muslims were mostly engaged in trade
and had no industrial tradition. The creation of the new State and the migra-
tion of non-Muslim traders diverted all attention to the immediate problem of
importing consumer goods and exporting surplus commodities. Trade offered
quick returns. No large investments were needed to do the business of imports
and exports. Gradually, however, industry which promises more stable though
less immediate returns, is drawing increased attention but the investment is
not yet adequate. Taxation and other concessions have been granted by the
Government to industrial investors (details given in Appendix No. 17). Ap-
parently, these have not proved to be sufficient to attract the capital required.
The problem of investment has been considered in Chapter VIII where the
second point mentioned above viz., lack of funds and the influence of taxation

structure is discussed.
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271. As part of their industrial policy, the Government have undertaken to Lg"k 0{
provide the maximum facilities to private enterprise for the establishment and facilities.
developmient of industry. However, much greater and more sustained help is
needed in several directions, particularly land, water, power, building materials,

transport and communications.

272. We have studied conditions of availability and prices of land, parti- Land.
cularly in Karachi and Chittagong, and have come to the conclusion that much
more needs to be done in the way of facilitating the acquisition of land required
by industrialists and reducing its cost. With the resources at 'its.disposal, pri-
vate enterprise cannot afford to pay for land at the rate of Rs. 750 per acre per:
annum (this is lease rent and not liquidation payment) which is proposed to be
levied in the Landhi Industrial Area, or the still higher charges in Chittagong.
We consider that the annual rent on account of acquisition, development and
maintenance charges in the Karachi Federal Area should not exceed Rs. 250 per
acre for industrial estates or residential colonies where industrial labour and staff
will have to be housed. The standards adopted by the developing authorities and
the estimates of development expenditure should be modified on that basis. The
level of facilities thus provided should be adopted also for industrial estates else-
where in Pakistan to the extent that is practicable. We commend the establish- Industrial
ment of industrial estates in selected areas, which will not only enable the pro- estates.
vision of various facilities required by industrialists but also help in the balanced
dispersal of industry all over the country. The industrial estates should be
administered by autonomous authorities consisting of equal number of officials
and non-officials plus a chairman nominated by the Government. The non-
officials should be selected initially from the industrial and commercial associa-
tions in the area concerned, and subsequently elected from and by the members
of the estates. For the development of the estates the Government should
advance loans at the fixed rate of 3 per cent. and the estate authorities should
be allowed to realise an additional half per cent. for the purpose of liquidating
the loans i.e., they should make a provision for 35 per cent. towards
interest and amortisation of the loans obtained. The Government
should grant State owned land free to the industrial estates and transfer any
private land acquired at the actual cost of acquisition. For each industrial
estate provision should be made for a residential colony adjoining or near the
estate. The estates should be run on a no-profit-no-loss basis and, as far as pos-
sible, rentals should be charged on a sliding scale, initial charges for new indus-
tries being as low as practicable. Where the development of an industrial estate
is undertaken by the Government or by a Government agency e.g., Landhi
Industrial Area, it must be carried out expeditiously. If, for financial consider-
ations or other reasons, delays are anticipated, the establishment of industries
in the area concerned should not be held up indefinitely.” In such an event, the
task of development should be left to the industrialists themselves.

273. In respect of areas other than industrial estates, we recommend that Provision
the Government should provide maximum facilities for acquisition of private of/2nd
land and should make it over to the industrialists at the actual cost of acquisition.

The State-owned land should be made available at actual valuation, in terms of
the Land Acquisition Act, recoverable over a number of years. We further sug-
gest that the Land Acquisition Act should be amended to enable the Government
to acquire land for industrial purposes with the least loss of time. We would
add, however, that as far as practicable, good agricultural land should not be

used for industrial installations.

274. The problem of water is mainly confined to the Karachi Federal Area, Water

as elsewhere the selection of site for an industrial unit or an industrial estate is Xo0km in
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done with full knowledge of the water supplies available. The problem at
Karachi will not be solved until the water supply scheme for Greater Karachi
is completed and we suggest more vigorous effort in this connection. It is a
matter of great regret that the total available supplies of Karachi have not in-
creased to any appreciable extent though five years have passed since the Parti-
tion and many schemes have been-talked about. We would also suggest that at
present caution should be exercised in setting up more industries at Karachi,
particularly those having large requirements of water.

Power. 275. Power is perhaps the biggest single factor retarding industrial deve-
lopmert. It is considered in Section 2.

Building 276. All new or expanding industries require adequate and prompt supply

materials.  of building materials particularly structural steel, cement and timber. Steel has
to be imported and the problem of imports is referred to in a succeeding para-
graph. In the case of cement or timber, while for immediate purposes liberal
imports should be allowed, indigenous productlve capacity should be stepped up
on a priority basis. The explo1tat10n of Chittagong Hill forests to meet the re-
quirements of timber required for industry as well as railways, calls for a more
concerted effort.

;f;gﬂspoft 277. Lack of adequate and cheap transport also acts as an impediment in

communica- industrialisation. Quick movement, both of goods required for production and

tions. of the finished products, helps. Any inordinate delay in the arrival of raw
materials and stores might occasionally cause irretrievable set-backs. We there-
fore recommend that preferential treatment should be given by the railway
authorities to the request of industrialists for transport. The Railways have
a schedule of minimum and maximum charges per mile for different classes of
goods. Actual rates are fixed within this range with reference to the require-
ments and conditions of each class of goods. We feel that in order to encourage
indigenous industry, the Railways should reduce rates for industrial raw
materials and finished goods, whenever possible, where indigenous products can-
not compete with corresponding imported goods. It is not only the immediate
revenue to the Railways, but also the long-term return to the country’s econo-
my, that needs to be borne in mind. We suggest that rates advisory bodies
should be constituted for both West and East Pakistan, so that the industrial
and commercial interests could present their view-point more effectively. The
scope of these advisory bodies should cover railways as well as inland water
transport, in whose case also a schedule of minimum and maximum charges
should be drawn up. We further recommend that the policy of providing rail-
way sidings should be made more liberal, and that the Railway administrations
should ensure that no delays occur in con31der1ng the applications or executing
works and that the cost of providing a siding is kept down to the minimum. In
the case of industrial estates or concentration of industries elsewhere, the Rail-
ways should lay the sidings at their own cost and levy reasonable rents or
haulage charges.

Tele-com & 278. Difficulties are also experienced in the matter of telegrams and tele-
"phones. There are complaints of inordinate delays and defects in working in East
Pakistan. We hope that with the programme of development of tele-communi-
cations already undertaken, these difficulties will be largely eliminated.

Government 279. The following Government regulations have special bearing on indus-
controls. .
trial development :

(i) Control of capital issues.

(ii) Opverations of Development of Industries (Federal Control) Act,
-+ 1949. i
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(iii) Import control.
(iv) Labour legislation.

280. The control of capital issues is considered by some to be a serious Control of

‘obstacle in the way of industrialisation. It is said to be inconsistent with the junes.
policy of promoting investment and encouraging private enterprise. We have
considered the question carefully and feel that in the present circumstances this
control should continue for two main reasons*. The total resources available for
investment are limited and are not enough to meet the various demands on them.
In order to ensure balanced development they must be guided into particular
channels as far possible. Secondly, there have been many cases of misuse of
public investment and if reasonable steps to safeguard the interests of the share-
holder are not taken, it is possible that he may lose confidence in stock invest-
ment which still requires to be.nursed. Except where the promoters had failed
to supply further information (which thus casts a doubt on their bona fides)
very few applications have been rejected (50 out of 696 until August 1952) by
the Controller of Capital Issues.

281. We fully agree, however, that delays in the operation of the control g’égigve'
should be eliminated and that certain features of the present official policy should suggested.
be modified. For example, no share qualification should be imposed for direc-
torship, the fixation of terms for remuneration of directors is unnecessary, the
payment to managing agencies should be allowed up to 10 per cent. of net pro-
fits (instead of the present 6 per cent.), and a certificate of valuation of assets
from a recognised valuer or a chartered accountant should normally be accepted
when assets of an existing concern are-taken over by the new company. The pre-
sent exemption limit of Rs. 1 lakh should be increased to Rs. 23 lakhs. Further,
the statutory advisory committee for the Controller of Capital Issues (who is an
officer of the Ministry of Finance) should consist of, in addition to representa-
tives of the Ministries of Economic Affairs, Commerce and Industries, two
elected representatives of the Pakistan Bankers Association and the Chambers
of Commerce (five members in all). The Controller of Capital Issues should
not be of a rank lower than Joint Secretary to the Government. We also re-
commend that the Controller should have arrangements in his office to instruct
applicants in the requirements of legislation and other formalities to be observed
in securing sanction of capital issue. The attitude should not be one of finding
faults but of helping the promoters to meet the objections, if any.

282. Under the Development of Industries (Federal Control) Act, 1949, Development
planning and regulation of 271 specified industries has been taken over by the (Federal
Central Government. We agree that such Central control in selected industries ControD
is desirable. Although the Act has not been made applicable to undertakings
which eraploy less than 50 persons, its scope is nevertheless very wide and we
suggest that a review of it should be undertaken to confine its operations to what
is really necessary and feasible. Any one who wishes to start a new industry or
expand an existing industry, has to obtain permission on a prescribed applica-
tion form. We have found this to be too elaborate and consider that it should

Act.

*Mir Laik Ali and Mr. M. A. Ispahani did not agree that continuance of the control was necessary.

+The 27 regulated industries are :—

(1) Arms and munitions of war ; (2) Cement ; (3) Coal ; (4) Electrica] equipment—fans, lamps, motors, genera-
tors, transmitters and switchgears ; (5) Generation of electric power—hydel and thermal ; (6) Glass and ceramics :
(7) Heavy chemicals industry—sulphuric acid, caustic soda, soda ash, fertilizers ; (8) Heavy engineering industries
for construction of aircrafts, ships, locomotives, wagons, automobiles, agricultural machinery ; (9) High temperature
and high pressure reaction and carbonisation plants ; (10) Iron and steel ; (11) Machine tools ; (12) Manufacture of
telephones, telegraphs and wireless apparatus ; (13) Marine fisheries ; (14) Mineral industries ; (15) Non-ferrous
metals and alloys industry ; (16) Paper and pulp ; (17) Petroleum and mineral oils ; (18) Power and industrial alcohol ;
(19) Pharmaceuticals and drugs ; (20) Preserved and prepared foods ; (21) Rubber manufacture ; (22) Scientific instru-
ments, gauges and precision tools ; (23) Sugar ; (24) Salt ; (25) Tanning and leather ; (26) Textiles—cotton, woollen,
jute, silk and rayon ; (27) Tobacco.
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be simplified. The objective of the Act is to coordinate development particu-
larly from the point of view of location and balancing of investment, and if there
is no objection on these grounds, the requests should ‘be accepted straightway,
detailed information being collected later, if necessary. We regard the present
method of operation of this Act as a bottleneck and in some ways a duplication
of the controls exercised under the Capital Issues Act.

:,“;?0“ con- 283. Until 11th August 1952, all items of iron and steel, non-ferrous metals,
' and plant and machinery were on, K O.G.L. from non-dollar area and plant and
machinery was on O.G.L. even from the dollar area. Most of the raw materials
required by the industrialists and the building and engineering materials were
also on O.G.L.. For iron and steel items, licenses are issued by the Iron and Steel
Controller,-and-for non-ferrous metals and plant and machinery, by the Director
General, Supply and Development. In the case of other items required by
industrialists, licenses are issued by the Chief Controller of Imports and Exports
on the recommendations of the Ministry of Industries and preferential treatment
is given to industrialists. '
g:enses 284. The raw materials etc. required by industrialists are in most cases im-
industrialists, POrted for ordinary consumption also and it is difficult to distinguish genuine
industrial needs from others. Frequently, the import licenses secured by indus-
trialists have been misused and employed for trading purposes. Except for the
bigger concerns, industrialsts cannot make direct imports, as either they do not
have the necessary contacts or do not wish to lock up capital. The trade alone
can meet the requirements of smaller industrialists, and if it was unduly restricted
by confining imports of industrial raw material to industry, the industry itself
would suffer. We consider therefore that while facilities should exist enabling
industrialists to make direct imports, and they might even be encouraged to do |,
so in order to reduce manufacturing costs, either individually or collectively by
organising themselves into co-operative bodies, the serviceability of trade to
industry should not be unduly affected. In order to meet the unforeseen re-
quirements of industrialists between the licensing periods, a reserve of foreign
exchange should be kept aside (recommended elsewhere at Rs. 50 lakhs for each
half-year).

fégti’s‘;:tfion 285. Labour problems in Pakistan so far are not as grave as in other countries,
" because industry is in its infancy*. We should take lesson from the experience of
other countries and shape our policies accordingly. While on the one hand the
trade unions should be organised on proper lines, the suggestions for idealistic
programmes for labour conditions should be reviewed on a realistic basis. The
final objective should of course be to provide the best possible terms and most
favourable working and living conditions for all labour, but it would obviously
be unwise to apply hastily standards suited to more advanced countries of the
world where industry has been established on a firm footing for years and is pay-
ing good dividends. The infant industry of Pakistan should be given time tq
develop in order to be able to pay for better living conditions and amenities, and
should not be saddled with responsibilities which it cannot bear with its present
resources. The existing Pakistani laws already provide a good range of amenities
and rather than add to them we should ensure their proper observance, keeping in
view the circumstances of our industry, the limited resources available and the
need for rapid development. We suggest that representatives of labour should
be associated with the bodies constituted to ensure observance of existing laws.

* The *“ industrial Jabour ” numbers less than 10 lakhs. The term * industrial labour » covers workers employed
in factories (2 lakhs) and mining industries, on all types of transport including railways (2.5 lakhs) and handling of
cargos, construction works and organised agriculture viz. plantations (! lakh). Workers employed in cottage industries
are roughly estimated between 30 and 40 lakhs. There is also a large population of seamen.
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Arrangements should also be made to train personnel in problems connected with
working conditions and labour welfare. We consider that the question of provid-
ing further facilities should be considered only after a period of five years and
that any studies being carried out at present should proceed on that basis. Inter-
national Labour Conventions have not been ratified even by the more “ progres-
sive ” countries as readily as by Pakistan, and our attitude in future should
be more circumspect. We consider, however, that the institution of provident
funds for labour is an essential provision and should be introduced. The
provident fund institution should be extende& to all labour whether in factories
or in commercial establishments, employing 20 persons or more and the contri-
butions on the part of both employer and employee should ordinarily be 6% per
cent. which might be increased by mutual agreement to 8-1|3 per cent. The
contribution should start after an employee has served for a period of one year.

286. We also feel that trade unions should be given fuller guidance and the Proper
trade union movement developed on the right lines. Conditions should be created d&veiopmen
for the fullest consultation and co-operation between the employees and the urions.
employers both in order to eliminate strikes which our country can illafford and
to ensure full productivity. The greatest handicap in orderly development of
trade unionism is the illiteracy prevalent amongst the workers. Experiments
should be made in ““ fundamental education, ” the objective of which is not the
teaching of the three R’s, but the development of knowledge related to one’s work
and responsibilities. Centres for such education should be established, to begin
with, in localities having large concentrations of labour. It is necessary that
the labour, while concerned about its rights and claims, should be made aware
of its obligations, both as workers and citizens.

287. In order to help the industrialists to meet the requirements of Govern- Industrial
ment controls and to secure facilities which can be arranged by the Govern- Lecilities
ment, we commend the establishment of Industrial Facilities Committees. These
have been set up at Karachi and in one or two Provinces. Not only should
such bodies be established at each Provincial headquarters. but their working
should be made more businesslike. @ They should have whole time secretaries
who will receive complaints and representations and discuss them with the
industrialists, and progress the decisions of the Committees. We consider fur-
ther that greater publicity should be given, than is done at present, to rules and
regulations and other orders affecting industry, issued by the Government from
time to time.

288. There are a number of other problems affecting industrial production Seecial
which deserve attention. The most important of these are difficulties in the™®
supply of capital goods and essential raw materials, the shortage of trained
manpower and foreign competition.

289. Difficulties are experienced not only by private industrialists, but by Capital |
the Government Departments also, in the procurement of capital goods and Eeesn
essential raw materials required for industry and other development projects.raw s
The supply position of certain items of equipment and of raw materials has been ™"
difficult in the exporting countries due to the shifting of civilian production to
defence production, the emphasis given to the armament programme, arnd con-
sequent shortage both of productive capacity and raw materials. In many cases
delivery periods quoted are too long. Of late, the supply position in these
countries has shown improvement. However, while the prices of pri-
mary commodities have fallen precipitously, the prices of manufactured- goods
have remained comparatively high. Availabilities are larger in the dollar
area but owing to the difficult position of the sterling area balance of payments,
imports cannot always be made from there. There is little that can be done
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by indentors in Pakistan to improve the situation. It must be mentioned,
however, that the Government’s decision not to devalue the Pakistan rupee has
proved an incentive to the industry which is able to obtain the capital and
other essential goods at comparatively low rupee prices. An indication of the
level of imports and indigenous production estimated annual requirements, of
certain important development goods is given in the following table.

Table No. 37.—Total supply of developmental goods

(Indigenous production and imports)
(Fiscal 1951-52 except where stated otherwise)

- l”' - Imports
I Indigenous Estimated annual
Item production Quantity Value requirements
(in tons) (in tons) (In lakhs of rupees) (in tons)
1. Plant and Machinery ... n. a. n. a. 15,95 n, a.
. Coal 5,06,000 (1951) 974.160 2,82 20,00,000
. Iron and steel 2,889 steel ingots 229,149 5,57 3,50,000
(1951).
. Non-ferrous metals nil. 4,870 137 12,000
. Cement 4,99,000 (1951) 68,634 61 9,50,000
. Mineral oils .
(a) Aviation spirit nil. 36,823 n. a, 50,000
(b) High speed diesel oil... 8.229 67,047 n. a. 1,00,000
(c) Light diesel oil .- 13,712 91,625 n. a. 1,21,000
(d) Furnace oil 98,544 676,395 n. a. 9,00,000
7. Vehicles nil. n. a. 825 400
8. Fertiliser nil. 10,125 24 4,00,000 (by 1957)
9. Timber n. a. n. a. | 61 n. a.

(Source: C.S.0. & D.G.S. &D.).

290. The problem of trained manpower is apt to be exaggerated ; in many
cases deficiency can be met by a proper search, quick training programmes for
Pakistanis arranged either abroad or locally, and import of foreigners if neces-
sary. However, there is no doubt that the increasing pace of development and
the needs for maintenance and operation of completed installations, require the
building up of a large potential of technical manpower. We find that investiga-
tions about shortage of trained personnel and indigenous facilities for technical
training, have been conducted from time to time ever since the Partition. How-
ever, no comprehensive figures or final conclusions are available either in respect
of the shortage of manpower, existing and potential, or the measures required to
be taken. Engineering and other institutions have been developed on an ad hoc
basis. The emphasis appears to have been on training abroad whether under the
Overseas Training Scheme or under the various Technical Assistance Program-
mes. A most welcome opportunity has been provided by these Programmes to
strengthen the technical knowledge within the country, both by way of train-
ing Pakistanis in other countries and visit of foreign experts to our country.
Pakistan has taken full advantage of the facilities offered*. It is, however,

* 493 Pakistanis were trained abroad and 160 experts visited Pakistan under these Programmes, by the end of
December 1952,
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extremely important to ensure that such technical assistance is made full use
of, e.g., the trainees utilise effectively their experience on réturn and the advice
of foreign experts is received and acted upon promptly. It is also necessary
that all training is related to developmental activity already undertaken or pro-
posed to be undertaken and unnecessary visits abroad are not allowed. Further,
we consider that an assessment of the manpower required in various categories,
on the basis of both normal activities and developmental projects, should be made
as early as possible and a detailed programime for the expansion of existing
technical and technological institutions and the creation of new institutions with-
in the country drawn up. Much greater emphasis should be given to the en-
largement of training facilities W1th1n Pakistan than done hitherto and the ex-

penditure on technical training should bear a definite relationship to the invest-
ment made in industry and other fields of development. We understand that
Pakistani delegations have consistantly pressed in the Economic and Social
Counecil, the Colombo Plan Bureau of Technical Co-operation and elsewhere, that
the Technical Assistance Programmes must give greater help in the establishment
of training institutions locally than in overseas training. Such help would be
of lasting benefit and incidentally avoid expenditure of foreign exchange. It is
understood that U. K. has already agreed to provide equipment and instructors
for 8 Technical High Schools. The Ford Foundation is setting up a Polytechnic
at Karachi together with short-term Training Centres in general and electrical
trades. It is obviously of the utmost importance that, in order to operate and
maintain the various industries being set up in the country, particularly jute and
cotton textiles, adequate personnel at all levels should be trained.

291. The indigenous product is more often than not unable to compete with Foreign
the foreign manufacture. The reasons are many. Industry in other countries competition.
. is much better organised and has longer experience. Initial costs of setting up
plants were not as heavy in our case. Production is on a larger scale. Indi-
genous industry suffers from shortage of trained personnel and is seldom familiar
with cost accounting methods and measures to reduce expenses. It therefore
needs assistance. The Pakistan Tariff Commission, set up in April 1950 has
already helped to secure some measure of protection for the following
industries* :—

(i) Grinding wheels.

(ii) Lathes.

(iii) Paint, colour and varnish.
(iv) Biri.

(v) Industrial type power switch board.
(vi) Electric fans.

(vii) Hurricane lanterns.
(viii) Motor car and cycle pumps.
(ix) Cotton textiles.

(x) Leather footwear.

(xi) Steel re-rolling.

(xii) Umbarellas.

(xiii) Macaroni, spaghetti and vermicelli.

The Commission has already given reports on the following industries and we
suggest that the Government’s decision should he expedited.
(1) Steel castings.

* The information has been brought up to-date (February 1953).
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(2) Glassware.

(3) Fruit preservation.

(4) Torches.

(5) Matches.

(6) Rayon.

(7) Sewing machines.

(8) Plastic and fountain pens.

(9) Locks.

(10) Washing soap.

(11) Sodium silicate.

(12) Tooth brushes.
The following industries are under investigation by the Tariff Commission and
we would urge that recommendations in respect of them should be made as
early as possible :—

Machine tools; toilet soap; pulleys; wire netting; diesel oil engines;
woolen textiles ; incandescent lamps; cutlery; brushware, surgical
instruments ; batteries and battery plates ; iron safes and almirahs;
drugs and pharmaceuticals ; cycle tyres and tubes; sports goods;
canvas footwear ; ayurvedic drugs & medicines ; cycle saddles ; cycle
spokes ; automobile spare parts; typewriter ribbon and carbon
paper ; umbrella fittings ; slate and slate pencils; ink ; button ; coir
goods ; short gun and single barrel gun ; boot polish ; iron bolts, nuts
and rivets ; steel trunks and suitcases ; enamelware ; musical instru-
ments ; coal-tar paint; lace; cast iron sanitary fittings; printing -
type; icecream freezers, meat mincers and fruit juice machines;
fire bricks ; gas mantles ; combs ; deepwell turbine pumps ; vegetable
oil ; berets and door and window fittings.

Long delays have occurred in the consideration of the Tariff Commission’s re-
ports and frequently differences have arisen between the Central Ministries.
We consider that the recommendations of a body like the Tariff Commission
should be given effect to promptly and official delays should be eliminated. The
Commission has been handicapped in its working by lack of data from Govern-
ment Departments and lack of information from the importers and the indus-
trial concerns themselves. The machinery for statistics relating to industries
and prices should be strengthened. The Commission should be constituted into
a statutory body and given powers to call for books and accounts and to take
evidence on oath. The Tariff Commission examines only the cases of indus-
tries already established, but it is equally important in certain cases to examine
the need for protection before an industry is set up, as that alone will attract
investment. We recommend therefore that the terms of reference of the Com-
mission should be suitably modified to secure this objective.

292. While on the subject of protection, we would like to emphasise the
need for the indigenous industry to stand on its own feet. Initial help may be
necessary and should be given, but in due course the local products should be able
to compete with foreign manufactures. The cost of production should be re-
duced by proper organisation of the industry and by a continual study of com-
ponent costs, to be followed by necessary steps reducing those costs. Further,
the quality of goods should be improved so as to remove the existing bias in
favour of foreign products. Improvement of quality is the best protection for
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indigenous industry. For this purpose, testing facilities in Pakistan should
be expanded and standards for local products prescribed as far as possible: Means
should be devised to consult the consumers also, who. eventually use the pro-
ducts, about their quality and defects.

293. Apart from direct protection, there are other measures which can assist gu‘;‘éegnsfgsent
indigenous industry. The Government (Ministries of Central Government in- of indigenous
cluding Defence and Departments of Provincial Governments) are a very big products.
buyer. Their annual purchases made through D.G.S. & D. alone have increased
from Rs. 14.38 crores in 1948-49 to Rs. 46.26 crores in 1951-52, but orders placed
on indigenous mills ete. have intreased from Rs. 2.55 crores to Rs, 6.21 crores only
Preference should be shown in such purchases to indigenous goods.

Even in a highly industrialised country like U.S.A. a price preference
up to 25% is given to locally produced goods and this position has
been ensured by legislation. We wunderstand that similar policy is
followed by our Government and in order to develop new manufac-
turing capacity, even “educational” orders are placed. This is com-
mendable. It is necessary, however, that the production costs of in-
digenous goods should be- studied before giving any price preference. For this
purpose, cost accountants should be employed by the D.G.S. & D. No margin of
preference need be given in cases where the indigenous produects can be disposed
of even otherwise by sale to the public e.g., cotton textiles other than khaki cloth.
We consider, however, that Government orders should be placed as much in
advance as possible so that the particular indigenous industry can plan and sus-
tain its production e.y., re-rolling and fabrication of iron and steel. Normally,
the supply of goods of equal quality should be insisted upon but in some cases,
a lower standard of product as ¢ompared with foreign manufacturers may be
-acceptable. It must be borne in mind that the existing specifications followed
in Pakistan are based on British standards, which places non-British products
at a disadvantage. Revised specifications and' standards, keéping in view local

production and products of other supplying countries, should be drawn up as
early as possible.

294. Tariff inequities existing at present should be removed ; in no case should Rez@oya of

the import duty on manufactured goods be lower than the rates for component equities.

- raw materials, keeping in view their contribution to cost. For example, the
import duty on washing soap works out approximately to 15%, but the import
duty on caustic soda, a major constituent raw material, is 26% to 36%. Again,
there is no import duty on full units of plant and machinery but duty is levied
on component parts. Similarly, aluminium.cut in circles has less duty than
aluminium ingots. We suggest, therefore, that the import schedule should be
rationalised and an expert committee set up for the purpose, if necessary. We
also recommend that the sales tax payable on imported industrial raw materials Sales tax.
should be abolished whenever possible. Where the materials are also used for
non-industrial purposes, a refund of sales tax should be permitted on production
of consumption figures. by the industrial concerns.

295. In order to conserve foreign exchange the jimport of a number of articles Restrictions
which are produced locally, is restricted. A list of such articles is given in Jn ™
Appendix No. 20. In normal circumstances the policy should be to give ade-ports.
quate protection to indigenous goods after due investigation and.then let them
compete with foreign manufactures the import of which should not be restricted.

This would ensure improvement 6f quality and reasonableness of price of the

indigenous manufacture. However, in the present foreign exchange situation,
such a measure is not recommended.
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296. A campaign to ““ Patronise Pakistan Products ” has been launched by the
Government but its success can be ensured only if two conditions are satisfied.
First, the quality of products should satisfy the consumer and this implies that
the price should be reasonably related to the quality. Secondly, the product
should be easily available i.e., it should be produced in sufficient quantities and
should be on sale in accessible markets. There™ have been complaints
that persons, who wanted to buy Pakistani goods, could not do so because they
could not obtain them. Speaking generally, the policy in regard to indi-
genous industry should be to expand production to the maximum extent by utilis-
ing the entire capacity, to improve quality and reduce costs, and to develop
marketing on as extensive a basis as for imported goods.

297. Minerals can be a most valuable source of foreign exchange, but unfortu-
nately at present Pakistan has little. known deposits of the metals in high de-
mand in the industrial countries, e.g., iron, lead, copper, zinc, manganese, etc.
On the other hand, we have to make imports of both ferrous and non-ferrous
metals for internal requirements which adds to the cost of industrial production.
The investigation and exploitation of the mineral resources of Pakistan is there-
fore a matter of extreme importance. The Government of Pakistan passed the
Mines, Oilfields and Mineral Development (Federal Control) Act in 1948 and
subsequently framed rules.thereunder, in order to regulate the grant of mineral
concessions, etc. A systematic and comprehensive survey of the country is neces-
sary to ascertain the potentialities. The Six-Year Plan provided for an expendi-
ture of Rs. 1 crore for geological survey. A number of foreign geologists have
visited the country and given their reports. An aerial photographic survey of
Baluchistan and other unmapped areas of West Pakistan has been undertaken
very recently by a Canadian firm under the Colombo Plan aid. Oil and coal
have been referred to in the succeeding Section. Iron ore has been found in
Hazara District (N.-W.F.P.) and Chitral State but the deposits are considered
either inadequate or inaccessible. More deposits have been discovered recently
in the western district of Punjab and the ore is considered to be of good quality.
Manganese has been discovered in Las Bela. Pakistan has rich deposits of chro-
mite, gypsum, limestone, silica sand and rock salt and their actual production has
been as follows :

Table No. 38.—Production of important minerals
(In thousands of tons.)

| 1948 [ 1949 l 1950 l 1951 ] 1952
1. Chromite ... 17-4 162 181 174 - 174
2. Gypsum ... 113 156 156 227 ° 29-1
3. Limestone 3554 278-8 2303 34397 -+ 7024
4. Silica sand n.a. 16 34 53 46
5. Rock salt (fiscal year) 2083 173:4 1437 na.’g n.a.

(Source : Ministry of Industries).
There are also good deposits of antimony, bauxite, celestite, fireclay, Fuller’s
earth, soapstone and sulphur. Asbestos, beryllium, celestite, magnesite, marble
and mica are also known to be available, but are not worked in any commercial
quantities. We consider that high priofrity should be given to efficient mining
and. profitable disposal (processing and exports) of known minerals particularly
chromite, ‘gypsum and rock-salt, and to the exploration in promising areas of
new resources.

Section 2.—Power

298. Power is the most essential requisite of industry. Power is also impor-
tant for agriculture, where it may be used for lift irrigation, for reclamation of
water logged areas through tube wells, and for production of artificial fertiliser,
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etc. Cottage industries have a special importance for our country but in their pre-
sent form they are generally uneconomical and unable to compete with large scale
industry. The experience of Japan shows that if cottage industries are suitably
mechanised and provided with power, they can by themselves meet many re-
quirements of consumer goods and even help big industries in providing compo-
nent parts. The present supplies of power in Pakistan are most inadequate.

Table No. 39.—Consumption of power per capita in some countries.
¥

Country K.W.H. per head
in 1950
1. Pakistan ... 2
2. Brazil ... 55
3. Ceylon ... 11
4. Chile e 262
5. Colombia 63
6. India e 14
7. Japan (1947) 411
8. Malaya . ’ 109
9. Mexico 174
10. Panama 106
11. Phillippines 23
12, Thailand 3
13. Turkey 38
14. Umted Kingdom (1946) 810
15. U. S. A: (1947) ... 1776

(Source : Central Engineering Authority).

299. At the time of the Partition, the installed capamty in Pakistan was Pawer pro-
74,000 k.w. It has risen now to 1,25, 000 k.w. Part of the-increase is in hydel g:g;‘;;‘;“
power (Malakand 10,000 and Rasul 11 ,000). The other additions are thermal,
mainly at Karachi (8,000), Multan (3,370), Hyderdbad (3,600) and Dacca (3,000).

Actual production, however is much lower and is probably not more than 90,000

kw. This shows pamfully slow progress. The following table gives the ins-
talled capacity in August 1947 and in August 1952 :

Table No. 40.—Installed capacity of electric power
(In kilowatts)

August 1947 August 1952 Additions
) made
Province — since
Partition
Steam | Diesel | Hydel -Total Steam | Diesel | Hydel Total
1. East Bengal .| 3,200 4,086 7,286 6,200 5,282 11,482 4,196
2. Punjab ... ...| 26,308 5,530 1,100 32,938 | 31,902 | 11,198 | 12,100 55,200 22,262
3. Sind .| 1,750 | 4,996 6,746 5,150 6,340 11,490 4,744
4, N.-W.F.P, 1,603 9,600 11,203 1,435 | 19,600 21,035 9,832
5. Baluchistdn 1,735 1,735 2,741 2,741 | 1,006
6. Karachi ...|" 4,000 9,996 1 ... 13,996 9,000 | 13,606 22,606 8,610
Grand Total ...| 35258 | 27,946 | 10,700 73,904 | 52,252 | 40,602 | 31,700 |1,24,554 50,650

(Source : Central Engineering Authority).

Most of the increase in production is due to schemes started before the Partition.
There is acute shortage of power in East Bengal with the result that even the
installed looms of the new jute mills at Narayanganj cannot all go into produc-
tion. We must express our extreme disappointment that, despite the great de-
mand for power all round, so little has been done during the last five years.

300. Table No. 41 shows the projects under construction or examination :
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(August 1952)

Table No. 41.—Power projects in view

(Ink. w.s,).
Provi Projects under construction Projects under Two-Year Programme} Projects under examination or sanction
rovince
Steam | Diesel Hydel “Total Steam_ Diesel Hydel | Total Steam Diesel Hydel* Total
1. [East Bengal 9,480 14,058 20,000 9,000 55,000 160,000 | 1,60,000
“! (Sidhir- (Sidhir- | (Sidhit- (Karna-
ganj) . ganj) ganj) fuli)
(Chitta- 15,000 4,000
gong) (Chitta- |{(Chitta- |
) gong)” | gong)
168
(Brah- . 7,000
manbaria) - (Khulna)
200
(Chandpur) \
2. Punjab . 8,000 7,807 22,000 43,807 30,000 10,000 40,000 1,000 | 1,25,C00 | 1,26,000
(Lyallpur) | (Abando- | (Rasul (Lyallpur)| (Lyallpur) (Maker- (Mian-
6,000"| ned un- | comple- wal, under, | wali)
(Mont- ldertakings)| ted) | examina-
gomery) tion), -
T
3. Sind 15,000 s 15,000
(Hydera-
. bad).
4. N.-W.F.P. 20,000 20,000~ 4,500 | 1,50,000 { 1,54,500
(Dargai— (for War- | (Warsak)
completion sak cons-
expected truction)
Y. June 1953)
5. Baluchistan e v - 1,000 1,000
(under
examina-
. : tion.)
6. Karachi 15,000 | 15,000 30,000 |. 30,000 60,000 60,000
(comple= (under
tion expect- examina-
ed early . tion)
1954)
) . -
Total . I 29,000 21,865 ] 42,000 92,865 | 1,05,000 35,000 ' 1,40,000 60,000 6,500 | 4,35,000 | 5,01,500
*Approvéd by the Economic Council in September 1952,

It is understood that the capacities have since been revised for East Bengal stations as follows :
Sidhirganj (30,000 steam and 9,000 diesel) ; Chittagong (6,000 diesel) and Khulna (10,000 diesel)

(Source : Central Engineering Authority)



301. In March 1951, the Government approved as part of the Two-Year gg;‘e‘;‘a‘
Priority Programme, a prOJect for the expansioh of thermal power (140,000
kilowatts)*. Although almost two years have elapsed already, no results are yet
visible. We understand that the time has been spent mainly in making en-
‘quiries and calling for tenders because various parfs of the equipment required
‘twere sought to be purchased from different manufacturers. Orders for the
plants hdve now been placed or are being placed. But it will take another 18
to 24 months in the case of diesel plants and 36 months or more in the case of
steam plants, to 8o into production. Composite sets, which are more
readily available’ in America, would have been worth-while in certain
cases despite their hlgher initial price and operating. costs, because
of the resulting saving in time. Australia purchased last yéar 26 com-
posite sets from U.S.A. for similar reasons. We consider it unfortunate that all
the thermal stations are proposed to be installed on a departmental Dbasis.
There is shortage of technical personnel and we fear-that the governmental ma-
chinery will find it difficult to carry the burden -imposed by the simultaneous
execufion of a number of stations. We would recommend “ turn-key ” jobs for
stations for which final commitments have not been made. In any case, we con-
sider that a time schedule should be drawn up and both the manufacturers and
the officials responsible for installation should be tied down to it. We also recom-
mend that immediate steps should be taken to strengthen. agencies responsible
for installation and operation of the plants, and to institute an extensive.pro-
gramme of training in power generation at all levels.

- 302. From Pakistan’s point of view, 'hirdro-electrlc power is far more impor- Hydro-

tant than thermal power. Hydel power can be produced in much larger quan- p‘ow‘é‘f
.t1t1es and is cheaper. The hydel projects are generally multipurpose and help
in irrigation, flood control and navigation. The hydel potential of Pakistan is
estimated at over 80 lakhs k.w.s. but we may not have the resources fo make use
of all of it for some years to come. The Government have recently approved

three major hydel projects; details of which are given below :—
Table No. 42.—Major hydel projects

Expected date of supply
S. +Total cost Capacity J
No. Narhe bf project Rs.'in crores KWs
Year Quantity
1 Karnafulh (East Bengal) 20.70 1,60,000 ; 1957-58 1,20,000 K. W.
(Will also help to control ﬁoods) | 1960-61 (a) ’40 000 KW
2 | Mianwali (Punjab) 21.14 1,25,000 [ 1954-55 25,000 K.W.
- 1955-56 75,000 K. W,
1956-57 1,25 000 K.W
3 [ Warsak (N.-W.F.P.) e 22.02 1,50,000 1955-56 60,000 K. W
(Will also 1rr1gate 75,000 acres) 1957-58 90,000 K.W
(a) This phase has not been approved yet.
(Source : Ministry.of Economic Affairs).

As these projects involve heavy financial ottlay, effort is being made to obtain
foreign aid and loans for them. We consider that the importance of power
development is such that these projects should be proceeded with nevertheless,
unless foreign aid is forthcoming Wwithin a reasonable period. The expend1ture
will be spread over a number of years. Any delay in undertaking the préliminary
works will JeopardJSe the chances of cbmpletlon within the scheduled perlod

* Originally proposed at 1,25, 000 K W. s.
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303. The question is asked, particularly in connection with hydel projects,
whether load requirements justify the production of power. Assessments have
been made by the Central Engineering Authority on the basis of existing demands
and potential neéds and in the light of estimates given by foreign experts, aid
the conclusion is that the load will develop fast enough and that there should be
no fear of the supplies remaining unutilised. Indeed, the availability of power
breeds the demand. Nevertheless, it is necessary that as soon as a big power
project 15 started, steps should be taken to develop the market for it. But we
are convinced that it will be suicidal to hold up on that account the execution of
hydel projects. In fact the need for power isso great that we would not
recommend the curtailment of the programme for thermal power except where
hydel power is likely to be available within almost the same period.

304. For more expeditious execution of power projects and their efficient
management, we suggest that autonomous corporations with adequate Central
representation should be set up in each Province to undertake generation, trans-
mission and distribution of power, and that a central autonomous board with
representatives of the Central and Provincial Governments and the Provincial
corporations should be established to advise on the overall planning and control
of power. This board should settle inter-Provincial matters relating to trans-
mission and rates, where the Provinces concerned cannot reach mutual agree-
ment. Two or more Provinces may chodose to have ‘a joint corporation instead
of separate corporations. '

~ 305. Hydroelectric power when developed will become the backbone of
development in Pakistan, but at present coal and oil occupy a very important
position. In 1949, a foreign firm (Messrs. Duffryn Powel Ltd. of London) was
asked to survey the coal deposits and suggest measures for their scientific’
develooment. Pakistan’s coal is not generally of a satisfactory quality but in
certain directions it is increasingly meeting local requirements. High sulphur
content and the presence of unduly large, foreign matter, are handicaps for indi-
genous coal and as such it is not very welcome to the standard boiler operators.
Another drawback is its high cost. Considerable improvement is possible in
these directions. Usually, sulphur in coal occurs in intervening bands, and
if such bands and other foreign matter could be sorted out by the conventional
process, the mined coal should be satisfactory for direct use in the standard
boilers. Experiments are also being conducted for separating sulphur by other
means, but until such experiments are successful and their application on large
scale is possible, simple grading methods should prove to be of great advantage.
The existing high cost of production is the result of present mining operations
which are conducted in certain cases on the most primitive lines. The volume of
production has already been stepped up from 3 lakh tons a year to 6 lakh tons, and
the target given in the Six-Year Plan of 8 lakh tons would be reached much
before 1957. However, the known deposits of coal in Pakistan are estimated to
be 150C lakh tons, and as much as 30 lakh tons a year could be extfacted. But
such a target can never be achieved under present conditions wherein .numerous
isolated small scale operators exist. The Government should take stéps to integ-
rate and rationalise coal mining under central control, at least in the Makerwal
area in Punjab and the Sharigh area in Baluchistan. If large-scale mining is
conducted on scientific lines and mechanisation is introduced, it should not be
difficult to reach the target of 30 lakh tons in the course of the next five years.
The capital cost involved may be of the order of Rs. 5 to 6 crores spread over this
period, but it would be justified by the resulting savings in foreign exchange and
increased productivity of the country. At the moment, imports of coal are a
serious drain on the economy of the country. The use of oil as a substitute of
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coal is also not desirable, if it can be helped, because oil too means high éxpendi-
ture on foreign exchange. Apart from the development of coal resources in
Makerwal and Sharigh, due attention should be paid to the exploitation of
lignite deposits of East Bengal. It wolld present some serious local problems
as most of the lignite deposits are understood to be under rice fields. Neverthe-
less, the importance of coal to the country being so great, serious effort should
be made to resolve the administrative and technical difficulties involved. Inves-
tigations should also be made about the utilisation of lignite. It is believed that
cheap thermal power can be generate&'Wherlé lignite can be mined at relatively
low cost.

306. The production of crude oil in Pakistan has increased from 57,000 tons Oi
in 1948 to 200,000 tons in 1952. It helps to meet about 13% of the country’s
present requirements of refined products. The following table shows the pro-
gress in indigenous production of crude oil and oil products and the level of
imports during 1952 :—

Table No. 43.—Total .supply of. qil products

(Tndigenons production and imports)

(1a tons)
Products Indigeno_us_ production Imports
1948 1952 1952
Crude 0il 56,678 201,011

1. Furnacé oil " 26,730 98,544 | 676,395
2. Light diesel oil 3,381 13,712 91,625
3. High speed diesel oil ... 1,711 8,229 67,047
4. Xerosene oil 1,476 8,300 165,128
5. Motor spirit 8,681 48,378 85,409
6. Aviation spirit 36,823

(Source : Ministry of Industries).

Exploration, prospecting and drilling licenses hdve been given both to Pakistan
Oil-fields Limited (former Attock Oil Company) and Pakistan Petroleum Limited
(former Burina Oil Company), and drillings are at present bring carried out
near Chakwal in Punjab and Sui in Baluchistan, and at Patiya and Patharia in
East Bengal. Oil has been struck by Pakistan Oil-fields at Dhulian. At present
there is only one small refinery at Rawalpindi. The possibility of establishing
more refining capacity at the ports should be considered, in order to reduce the
volume of refined oil imports which mean much higher expenditure of foreign
exchange. '

307. With the change over of Pakistan railways from coal-burning to oil- Demand for
burning engines, the requirements of oil have increased. Oil will remain an°k
important fuel for the smaller towns and villages where oil engines could and
should be put up to run small scale and cottage industries and lift irrigation
pumps.

308. Power alcohol is another important source of power, though not yet fully §°W§rl
exploited in Pakistan. Sugar manufacturing capacity to the extent.of 95,000 tons cono™
a year exists and it is proposed tq be increased by 50,000 tons. If all the molasses
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that will become available are made use of, about 25 lakh gallons of power al-
cohol could be produced and thus help to reduce the imports of motor spirit. In
India, 1eglslat10n has been passed requiring 20% mixture of power alcohol with
motor spirit in certain areas and similar steps could be taken in Pakistan, so
that the off-take is assured. We consider that the sugar mills, existing and
proposed, should be encouraged to produce power alcohol, and financial assis-
tance should be provided for the acquisition of power alcohol plants, if necessary.
We also suggest that low temperature carbonisation of materials such as
maize cobs, water hyacinth, lignite and other surplus vegetable and forest pro-

duce should be explored.
Section 3.—Priorities within industry

;’,?gg‘;cmg‘;;;j 309. The main considerations that.should govern the planning of industrial
growth in the country are: ;

(i) Use of our own raw materials e.g., jute, cotton, bamboos, sugar-cane,
wool, hides and skins, cereal straws, oil seeds, limestone, gypsum, etc.

(ii) Reduction of imports, particularly of essential items in which we
should have certain' minimum indigenous productive capacity.

(iii) Maximum productivity in relation to the capital invested and maxi-
mum employment.

(iv) Net social and economic advantage to the country.

g‘l’g‘;& . 310. In the field of cotton textiles, not only have we to meet the cloth require-
manufacture, ments of our people but we have to provide a very essential balancing factor for
the cotton produced in the country, the disposal of which at present is at the
mercy of the export markets. Our objective should therefore be to consume in
our textile factories at least half of the cotton produced in the country. In the
case of jute industry, labour and climatic conditions make it desirable that an
appreciable part of our jute should be exported in the form of finished goods.
The ratio of the value of the finished goods to the capital involved is high in the
case of both cotton and jute industries, and the figure of investment per cdpita
employment offered is one of the lowest. Both these features have special signi-

ficance in the economy of Pakistan.

E;Ogteﬁging 311. The processing of other agricultural and forest produce must also find

agricultural @ h1gh place in the industrial programme, but all efforts should be made to

produce.  minimise the cost of production, so as not to burden the consumer and to
promote exports where possible. For example, the cost of sugar production in
Pakistan is at present .much too high as compared with the production cost in
other countries. It is, therefore, necessary to support such industries with a
good deal of resedrch and the Government should undertake such research thern-
selves, well ahead. of the installation of productlon units. We recommend the
early establishment of a research centre in East Pakistan for the treatment and
utilisation of timber and other forest produce, for the same reason.

Progessing  312. The mineral deposits in the country,-as known at present, are of a type
of minerals. that without special attention of the Government, the devélopment of mineral
resources would not be possible. In the preceding Section, we have made cer-
tain suggestions for the exploitation of coal resources.  Similarly, limestoné
resources should be more fully exploited. The demand for cement is at present
h1gh on account of the development and building programmes and the selling
price is excessive. We would therefore recommend rapid expansion of cement
production. In regard to other minerals such ‘as’ chrome, bauxite, etc., which
are available in abundance but are not likely to be utilised Within the country in
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the near future, we recommend that the Government should, in due course,
execute schemes for their primary processing and concentration, and the
standardization of products, for purposes of exports. Such products have a good
.market both in the dollar and non-dollar areas.

313. There are certain articles in which Pakistan as a matter of national im- Esseatial

portance, should be self-sufficient as far as practicable, even if the capital cost i
involved does not bear favourable proportion to the value of the out-put.
In this category would fall essential medicines and pharmaceutical products,
insecticides and disinfectants, refined petroleum and other allied products,
chemical fertilisers, certain heavy chemicals, materials on which other industries
are dependent and essential defence requirements. Likewise, light and medium
engineering industries must find a place as on them depends the future industrial
progress of the country. Some undue apprehension seems to exist in the minds
of some people about engineering industry, which we consider unjustified.
With a few suitable plants to deal with heavy fabrications and smaller precision
materials, a fair proportion of the equipment of other industrial installations
can be manufactured within the country, thus reducing the value of imported
materials as well as providing the nucleus for building in due course more com-
plete plants. In times of emergency, such plants can also manufacture spares
and other materials needed to keep the existing industries going. It may be
added that plants to manufacture motor-trucks, cycles, light and heavy electrical
equipment and machine tools would all come in the category of light and medium
engineering industry. Their provision could be suitably phased, depending
upon the resources available from year to year.

314. We have referred earlier to the policy of the Government to provide the co-ordi-
maximum facilities to private enterprise for establishment and development of n;‘g‘;‘t‘ew“h
industry. The Government has had to take the initiative through the sector.
PID.C. in setting up some of the heavy industries requiring large funds and
specialised technical skill, but the objective remains that as and when
‘private capital comes forward, the investment and control would be transferred
to it. To achieve this objective in due course, and for the present to guide and
canalise private investment into the more important and essential industries
which do not require such large blocks of capital, we feel that there should be
‘greater co-ordination than exists between the public and the private sector of
industrial development. As far as possible, development of industries should
be entrusted to private enterprise.

315. It is the declared policy of the Government not to permit undue concen- Location
tration of industry in any one area or Province. As far as possible, in locating °f 9ust:
new industries, the relative extent of unemployment in different areas should be
taken into consideration®. :

316. Cottage and small scale industries have special position in the economic Cottage
system of Pakistan, as they correlate and complement development in the field 2;36 s}fﬁﬁl,ls'.

botb of agriculture and industry. They provide part-time employment and in- try.
crease the level of income of the rural population, and meet the requirements of
consumer goods of a substantial section of the population. Cottage industries

*Mr. Muazzamuddin Hosain expressed the view that as there is greater under-employment in East Pakistan and
agriculture: cannot.absorb ‘more people, priority should be given to-East Pakistan in the location of industries. In this
connection he referred to the views of Mr. Colin Clark, who has estimated that out of the annual increase of labour force
of 3 lakhs, 2 lakhs will be the increase in East Pakistan, and who has therefore suggested that “ special steps should
be taken to favour East Pakistan in all industrial development projects *.
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have a traditional importance and we must correlate the expansion of large scale
industry to the need for development of small scale and cottage industry.

317. Large scale industry is indispensable in certain fields e.g., heavy engi-
neering, but as far as possible cottage and small scale industry should be promo-
ted not only to produce consumer goods but to feed large scale industry wher-
ever feasible. This has been done successfully in Japan. One great merit in
cottage industry is that the cost of investment required per capita is very smail
and with the same amount of money, many more people can be given employ-
ment than in large scale industry. Another advantage is that it does not involve
large concentrations of labour thus creating social and administrative problems.

318. The most important cottage industry is handloom. The total number
of handlooms in Pakistan is estimated at 5 lakhs (almost equally divided between
West Pakistan and East Pakistan). In East Pakistan, they provide cloth for the
major portion of rural requirements but only about half of them are considered to
be in active production. We consider that everything should be done in order to
make fuller use of existing handlooms and to improve their products. It is gene-
rally believed that a large expansion of handlooms would solve the problem of
unemployment or underemployment, but calculations show that there is
not much room for such expansion. For example, in East Pakistan, on
the basis of 18 yards per capita, the total requirements of cloth will be
72 crore yards. If the full-time production of one handloom is taken at 12 yards
per day, the yearly production (300 days) will be 3,600 yards. This will
mean that even if no other cloth is used, 2 lakh looms will give enough
production for the requirements of the entire population. Actually, however,
over 2,250 mill looms are already operating in East Bengal, and there-
fore the total demand for whole time handlooms will be much less than 2 lakhs.
Nevertheless, it is extremely important to utilise the entire productive capacity
of handlooms. This will, on the one hand, reduce the volume of cloth imports
and, on the other hand, make handloom industry more paying to the weavers.
The greatest handicap is shortage of yarn. We, therefore, recommend that not
less than 25% of the effective spindleage of each textile mill should be used to
produce yarn i.e., it should be left uncovered by mill looms, and that another
spinning mill of 25 000 spindles should be set up in East Bengal if necessary,
by the Government (in addition to the 50,000 spindles already sanctioned).
Further, the fullest facilities should be provided for the import of yarn until
indigenous capacity is developed to meet total requirements. We understand
that six handloom centres are proposed to be established in various parts of
Pakistan in order to give guidance to weavers in the matter of designing, calen-
dering and finishing and also to afford facilities for marketing the produce.
This is a step in the right direction. We recommend, however, that facilities
for the use of power looms should be provided in areas where electrical power
becomes available. In other areas, the use of small oil engines may be encour-
aged although their maintenance might present some difficulties. In East Bengal,
a semi-automatic loom, requiring no use of power, but having greater productive
capacity, has found favour Until power looms can be introduced the use of
such looms should be made more extensive and, if necessary, large scale produc-
tion of these looms at a central workshop should be arranged.*

319. In the case of other cottage 1ndustr1es, our view is' that a. deliberate
policy of encouraging particular industries in different areas, selected on the
basis of existing talent and production and g¢onsiderations of economic working
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should be followed, Further, a system of standardisation of products, and large
scale production of the same types and designs should be developed. A study of
production costs appears all the more necessary, in view of the experience of the
industrial colonies set up by the Refugee Rehabilitation Finance Corporation,
which incurred losses in many cases.

320. The major problems facing cottage industry are :— Problems o
(i) Lack of finance. Industry.

(ii) Difficulty in obtaining raw material at cheap prices.
(iii) Research in technique and processing etc.
(iv) Marketing of products.

The non-Muslim mahajans having left, cottage workers have no fixed saurce of
finance. The co-operative banks and commercial banks are not a dependable
source for cottage industry finance. With the departure of Hindu middlemen,
the established source of assistance in the acquisition of raw materials and dis-
posal of goods is not available. The Central Government are considering a
proposal for the establishment of a cottage industries corporation which will aim
at the solution of these problems. We consider, however, that as cottage
industry is a Provincial subject, each Province or State should have a cottage
industries corporation of its own and that at the Centre there should be a central
board consisting of representatives of these corporations to coordinate policies
and regulate marketing, particularly launch a drive for marketing overseas. .
Initially, these corporations should be financed jointly by the Central Govern-
ment and the Provincial|State Governments. While the corporations should
be run on commercial lines, the expenditure on research and training should be
defrayed by the Governments congerned. The Provincial|State corporations
should set up depots in all important areas where orders for supplies or purchase
of goods should be booked, advances made, standard designs made available,
guidance given to the cottage workers, raw materials sold at reasonable prices
and stocks of standard products kept. In each Province and Sfate, there should
be a research centre attached to the corporation and not only designs should be
standardised and new designs produced, but simple mechanical appliancés
evolved to facilitate production and improve the income of cottage workers.
Bach centre should have a museum with working models and should arrange
training classes and demonstration parties. The Central board should take steps
to develop foreign markets and arrange for necessary publicity, on a planned basis.

Section 4.—Financing of industry

"
N

321. According to the declared policy of the Government, activities in the private
industrial sector, except in the case of certain specified industries, are left to investment.
private enterprise. However, the degree of its interest so far is not adequate
in view of the country’s requirements, and is confined to a limited number of
fields. Internal trading and import and export business have provided greater
.attraction. There has been a change in outlook, of late, and restrictions in
imports would probably help in drawing more funds to industrial activities. The
following table gives details of investment made so far in various fields, through
joint stock companies. The total paid up capital for items-2 to 6, which appear
to fall in the industrial sector, amounts to Rs. 21 crores. -
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Table No. 44.—Joint-stock companies in operation, by types of business :
- October 1952* .

(In lakhs of rupees except for number of companies.).

Type of business | Number | Authorised | Subscribed Paid-up

capital capital capital
1. Tea and other planting companies ... 11 1,43 7 6
2. Mining and quarrying companies ... 39 10,79 | 27 25
3. Sugar manufacturing companies ... 3 1,18 " 54 50
4. Breweries and distilleries ... 2 29 24 24
5. Mills and presses 272 79,84 7,84 6,51
6 Trading and -manufacturing companies . 1,848 137,31 17,74 13,64
7 Banking, loan and insurance companies ... 8 3,39 2,35 1,13
8. Transit and transport companies 268 27,22 2,95 2,08
9. Estate and building companies . 43 16,86 25 5
10. Hotels, theatres and entertainment companies 165 10,48 55 44
11. Miscellaneous companies e ! 290 3,68 1,05 | 1,03
Total - 29,49 29,247 3,385 25,93

*Figures are provisional.

(Source : C.S.0.)

It will be observed that the subscribed capital is disproportionately small, as
compared to the authorised capital. We understand that the Controller of
Capital Issues does not now permit such dlsparlty between the authorised and
the subscribed capital of a company seeking the issue of capital.

322. Partly with a view to make up for the lack of private enterprise and
partly to meet essential requirements of the country, the Government have had
to enter the industrial field, in a large way. The P.I.D.C,, established in January
1952, has been made responsible for the development of the following industries :

Jute ; paper; heavy engineering (including iron and steel) ; ship-build-
ing ; heavy chemicals ; fertiliser ; sugar ; cement ; and textiles.

However for each individual venture, it is the policy of the Corporation to float a
public company and associate private interests with it.

323. The Government also established in February 1949, an Industrial
Finance Corporation to give medium and long-term loans for the develop-
ment of industry and its scope has recently been enlarged to cover individuals
and partnerships in addition to public limited companies and co-operative
societies. In each Province, legislation exists providing for State aid to small
scale industry by way of loans in the form of machinery or raw materials. The
suggestion has been made that an industrial bank should also be established by
the Government, but in view of the 1nst1tut10ns already existing, we consider
that such a measure, is not necessary at this stage.

324. There is need for much greater capital formation and larger investment
in industry. The lack of incentive created by the existing taxation structure
and remedies to overcome it are considered in paras. 435 et seq.
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325. The publicity given to the avenues of industrial investment for indi- publicity.
genous or foreign.capital is at present far from adequate. We feel that a com-
prehenslve brochure should be issued on the subject, which should also indicate
the various Government regulations and procedures. Such a publication will
-greatly help in attracting investors. The published literature must be kept
up-to-date in order to be. of practical advantage. In addition, a directive should
be issued to our Diplomatic Missions to conduct sustained propaganda in order
to attracting foreign capital.

-

Section 5.—Review of progress

326. Despite many handicaps, good progress has been made in the field of
industry during the last five years. A brief resume in respect of the more
important industries is given in the following paragraphs.

327. No jute manufacturing capacity existed at the time of the Partition. The Jute
.Six-Year Plan envisaged the setting up of 6,000 looms by June 1957. Three mills **"!*
of 1,000 looms each are being established by the P.I.LD.C. in collaboration with
a private firm. . One mill is already in production and the other two are
expected to go into production by the end of 1953. Besides these large mills,
two small units are in production (less than 250 looms). Four additional mills
of 500 looms each and two mills of 750 and 250 looms, will be set up by
the P.ILD.C. in partnership with other concerns and they are likely to go into
* production before the end of 1955. The total investment involved in jute in-
dustry is Rs. 16.5 crores of which the Government share (through the P.I.D.C.)
is estimated at Rs. 6.28 crores. They will consume over 10 lakh bales :of jute
when working in three shifts. Not only will the internal requirements of jute
manufacturers be met fully but exportable surplus worth over Rs. 20 crores
will be produced. Internal requirements are estimated at 35,000 tons-of jute
manufactures per year, while the production of 6,000 looms on two shift basis
will be about 240,000 tons.

328. At the time of the Partition, the installed capacity for cotton textiles Cotton
was 1,77,418 spindles and 4,824 looms (17 mills). The production of cloth was 'extles.
about 74,000 bales. The present position is indicated below :

Table No. 45.—Progress of cotton textile industry.

Spindles Looms

. In operation (September 1952-—33 mills) 3,90,853 8,604

2 Under installation .. 6,88,573 ) 468
3. Authorised (booked or under negotiation) ... 2,771,594 8,734
-Total .o 13,57,020 22,806

(Source : Ministry of Industries).

The cotton textile industry has provided the biggest attraction to private enter-
prise. The target in the Six-Year Plan was 10 lakh spindles which has already
been exceeded. The annual production on the basis of figures for January—
December 1952 is about 1,18,000 bales (1,500 yards each) of cloth and 56,000
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bales (400 Ibs. each) of surplus yarn. Some of the mills are not working three
shifts, because of shortage of power and as:yet untrained labour, but efforts are
being made to achieve full production as early as possible. The production on
normal working basis, taking into account the capacity under installation or on
order, will go up to 3;42,000 bales of cloth and 3,36,500 bales of surplus yarn
which help to produce on handloom the equivalent of another 3,58,900 bales of

cloth i.e., a total of about 7 lakh bales. In order to give & fillip to cotton textile

industry, the Government authorised last year the purchase of 11 mills of 25,000
spindles each on their own account, to be installed by Provincial Governments in
association with private enterprise. (East Bengal 2; Punjab 6; Sind 2: and
N-WF.P. 1). Their capacity is included in the above figures. When all these
looms and spindles are in production (expected by end of 1955), the cloth avail-
able in the country should be about 16 yards per capita against the present con-
sumption of 10 yards. The total surplus yarn available would be 1747 lakh lbs.
against about 1,000 lakh Ibs. during July 1951—June 1952. (Detailed figures
given in the footnote to para. 407 : page 144). Therefore, generally speaking,
indigenous production will be enough to meet internal requirements.

329. No woollen manufacturing capacity existed at the time of the Partition.
Two woollen mills with 4,000 worsted spindles and 400 woollen spindles are now
in production in Karachi and Punjab. Another mill at Karachi is producing
woollen yarn for carpets and blankets. The Government had purchased
machinery for two woollen mills of 2,340 spindles and 24 looms each for establish-
ment in the Frontier regions (Bannu in N.-W.F.P. and Harnai in Baluchistan).
These are now being installed by the P.I.LD.C. Nearly 60% of the yarn produced
by these mills will be made available for cottage industries. The P.I.D.C. is
setting up a third mill in the Thal Area of Punjab in partnership with private -
enterprise and the Thal Development Authority. The first two mills are
scheduled to go into production during 1953 and the third in 1954. Two other
woollen mills are being set up in Punjab by private enterprise. The total pro-
duction will be enough to cover internal requirements.

330. There was no productive capacity for paper or paper board at the time
of the Partition. A three-unit (estimated cost Rs. 4.5 crores) paper mill with
a daily capacity of 100 tons of paper (with provision for increase to 250 tons)
has been set up near Chittagong by the P.I.D.C. and the first unit is likely to go
into production during 1953. Full production will be achieved by the end of
1954. The P.ID.C. is also establishing a high grade board mill (estimated cost
Rs. 99 lakhs) with an annual capacity of 7,500 tons at Nowshera in N.-W.F.P. and
a straw board mill with similar capacity (estimated cost Rs. 60 lakhs) at Rah-
wali in Punjab. The plants have already been ordered and the mills are likely
to go into production by the middle of 1954. The total production will meet all
internal requirements of paper and cardboard.

331. The nominal manufacturing capacity of sugar at the time of the Parti-
tion was 65,000 tons (two factories in W. P. and five in E. P.) but actual produc-
tion was very much less. Since then, private enterprise, with the financial
assistance of the Government, has been responsible for the setting up of a big
sugar mill at Mardan (capacity 30,000 tons a year). Figures of yearly produc-
tion are given in Table No. 17 (page'20). The P.ID.C. proposes to set up 5 addi-
tional sygar mills each of 10,000 tons capacity a year, in various parts of Pakistan.
The new mills are expected to be completed by 1955-56. The total production
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will meet the bulk of internal consumption requirements, which are roughly
estimated at 2,65,000 tons a year. )

332. The productive capacity of cement at the time of the Partition was Cement.
600,000 tons per annum in W. P. (at Karachi, Rohri, Dandot and Wah) and
50,000 in E. P. (Chattak), but-actual production was only 350,000 tons. Since
then the factory in East Bengal, with the help of loans advanced by the Govern-
ment, has expanded its capacity to 75,000 tons. Other factories have also
enlarged their production. The P.I.D.C. proposes to set up additional factories
with a capacity of 400,000 tons a year in various parts of Pakistan—in Karachi,
Hyderabad and Thal. The cement plant for Thal (100,000 tons capacity) has
been offered by Canada under the Colombo Plan Aid. The resultant productive
capacity will largely meet the internal requirements envisaged at present.

333. The P.I.D.C. is setting up a caustic soda-cum-chlorine plant at Nowshera Heavy
in.N.-W.F.P. in private partnership. The capacity of the plant, which is expec- Someals:
ted to go into production by the end of 1954, will be 10 tons a day. One caustic Chlorine.
soda plant of 9 tons-a-day capacity is being instalied in East Bengal as part of the
paper mill and will also meet partially the requirements of that Province.

The P.I.D.C. has also taken up the responsibility of setting up-a D.D.T. plant
(capacity 2 tons a day), offered jointly by the World Health Organisation and
the United Nations International Children Emergency Fund. This is éxpected
to be completed in 1954. A fertiliser factory (ammonium sulphate) of 50,000 tons
capacity is being installed by the P.I.D.C. in the Thal area at a cost of Rs. 6.35
crores. The plant for this factory has been offered by the T.C.A. under their aid
. programme. The project will take three years to complete. Considerable pro-
ductive capacity for sulphuric acid has been developed already by private enter;
prise, but a plant of 20 tons a day capacity is proposed.to be set up by the P.I.D.C.
at Liyallpur for the production of 6,000 tons of super phosphate fertiliser per year.
The project is expected to be completed by the middle of 1954. The productive
capacity for chemical fertiliser will be far from being adequate for the planned
requirements of the country, but a good beginning will have been made.

334. The existing engineering industry comprises a large number of small Engincering
workshops and a few fair-sized rolling and re-rolling mills. It produces a wide ndusty-
variety of articles, such as agricultural implements, oil expellers, sugarcane
crushers, machine tools, lathes, light and heavy structural materials, surgical
instruments, electric fans and lamps, sanitary fittings, containers, ete. Towards
the end of 1949, the Government of Pakistan invited a foreign firm (U. S. Steel
Export Co.) to survey the steel requirements of Pakistan and suggest the most
effective methods of meeting such requirements with the minimum expense of
foreign exchange. The firm made recommendations for both short-term and
long-term measures. It estimated steel requirements of Pakistan at 260,000 tons
per annum rising to 600,000 tons in 70 years. Some of its recommendations have
been indicated in Appendix No. 19 (against item 4). The P.ID.C.
is preparing schemes for the setting up of rerolling and fabricating

 capacity of 200,000 tons of steel and structural material per annum,
but it is not possible to state at this stage when the schemes would be taken up
and completed. During 1951-52, 229,000 tons of iron and steel manufactures
were imported. As billets will have to be imported for the local industryv, the
ultimate saving in foreign exchange expenditure would be only Rs. 2 crores. as

against the present expenditure on imported iron and steel of about Rs. 15.6
crores.
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335. A comprehensive statement of the projects already undertaken or pro-
posed to be undertaken by the P.LD.C., showing the cost, earnings|savings of
foreign exchange and other details is given below :

Table No. 46.—List of P.I.D.C. Projects.
(In lakhs of rupees).

Foreign
exchange | Direct
Total Total Total Already | Balance | Balances ; savings/ | employ-
Industry cost Govt. private spent Govt. private | earnings ment
capital capital share share on offered

com- |(number of
pletion | workers)

1, Jute mills 16,50 6,28 10,22 8,50 3,92 4,08 21,28 50,000

2. Paper and board ... 6,00 4,75 1,25 2,52 2,23 1,25 3,84 5,350

3. Heavy engineering *8,50 *3,50 *8,50 *2,00 1,000

Iron and Steel.

4, Welding electrodes 8 6 2 2 6 8 38

5. Shipyard and boilers 5,00 5,00 5,00 3,98 6,945

6. Sugar ... 4,00 3,60 40 3,60 40 8,50 10,000

7. Caustic soda 26 13 13 4 9 13 16 173

8. Superphosphates ... 26 20 6 6 20 12 32

9. Ammonium sulphate 4,20 4,20 4,20 1,06 523
10. D.D. T. 13 13 13 15 50
11. Cement ... 4,25 4,25 4,25 2,72 925
12. Woollen textiles ... 1,25 1,17 8 70 47 8 39 600
Total ... 50,43 38,27 12,16 11,84 32,65 594 | 44,28 75,636

Notes.—(1) From 1952 onwards and until the completion of the projects, the saving/earnings of foreign exchange
accrue as follows :—

1952 Rs. 86 lakhs
1953 Rs. 7,00 ,,
1954 Rs. 17,30 ,,
1955 Rs. 34,67 ,,
1956 Rs. 43,41,
1957 Rs. 44,28 ,,

(2) The figures marked (*) are only preliminary. . .
(3) The capital outlay shown as the share of private enterprise takes into account only established partici-
pation or expectation. More definite assessment of private capital in the projects will be available

when the mills are nearing completion.
(Source : P.1,D.C.)

336. It is difficult to mention in similar detail all other indigenous industries.
Considerable progress has been made in the manufacture of vegetable oil and
soap, rubber and leather goods, cigarettes and matches, glass, ceramics and
machine tools. A list of important indigenous manufactures is given in
Appendix No. 19.

Section 6.—Industrial statistics

337. As in the case of agriculture, both basic statistics and current statistics
need- to be collected. There is a statutory provision for the collection of indus-
trial statistics in the Industrial Statistics Act of 1942, which empowers
the Central Government to collect statistics on any matter relating to
factories and certain matters relating to labour. Rules incorporating detailed
forms for purposes of collection were issued in 1945 and they now cover
63 industries. Every. Provincial Government has a statistical office
for the purpose of collecting data from the factories and forwarding it to
the Central Statistical Office. As the -latter office began functioning
only in September 1950, no compilation or analysis of industrial statistics
for the period until then  has been done. The biggest difficulty is incom-
pleteness and inaccuracy of the forms filled by occupiers of ‘fac;cories, who
are not always educated and do not maintain proper récords. They

112 .



either show apathy or aversion to the supply of information, or deliberately give
wrong data for fear of its use for other purposes, e.g., tax assessment. The allot-
ment and reallotment of evacuee factories has created further problems. For
the Federal Area of Karachi, no statistical authority has been designated since
its separation from Sind in 1950, and it appears doubtful that the required infor-
mation would now be available at all. The Industrial Statistics Act does not
apply to States and the rules thereunder do not extend to small scale industries,
both of which are serious omissions.

338. The task of collection, compilation and interpretation of industrial sta- Need for ,
tistics requires knowledge and experience in modern statistics methodology. sxve?ndﬁsmal
Accurate definitions of sub]ects have to be given and questionnaires have to be statistics.
designed carefully, keeping in view the convenience of those who will have to
fill them and avoiding ambiguity. Detailed instructions must be framed. After
the data has been collected, it has‘to be properly edited and tabulated. At pre-
sent the production and employment statistics are very inadequate, and they
need to be collected and compiled much more scientifically. It is essential, for
the purpose of industrial planning and regulation of imports, to have
the fullest information about local industries, covering not only the 27 industries
regulated by the Central Government but also other industries including small-
scale industries which are mainly the concern of Provincial Governments. The
data should not only cover the existing production but also productive capacity
and further potentialities for development, total demand at present and estimate
for future, imports, exports if any, requirements of raw materials, cost of pro-
duction and cost of corresponding imported goods, etc.

339. The following measures are suggested, but we feel that the problem Measures
should be gone into more thoroughly and a definite plan and procedure for the ged.
compilation of industrial statistics should be drawn up :

(i) The scope of Industrial Statistics Act of 1942 should be enlarged to
cover the acceding States. The rules framed thereunder should be
made applicable to all registered factories. For small scale indus-
tries, not falling within the purview of the Factories Act, a suitable
sampling scheme should be devised to collect the required data.
The C. S. O. should be designated as the statistical authority for the
Federal Area of Karachi (which will incidentally help the staff of that
office to get practical experience of field conditions). This will com-
plete the industrial coverage.

(ii) The forms prescribed for collection of data should be made as simple
as possible, though comprehensivé. Duplication in the collection of
data should be avoided e.g., the forms prescribed in the rules issued
under the Development of Industries (Federal Control) Act of 1949
should be correlated to the forms prescribed in the rules issued under
the Industrial Statistics Act of 1942. Adequate arrangements should
be made for the collection and compilation of statistics relating to
production and employment, as indicated in the preceding paragraph.

(iii) An advisory committee comprising the representatives of industry
and.the Central and Provincial Governments (including officials con-
cerned with both industry and statistics) should be constituted to
advise and assist the C. S. O. in problems connected with industrial .
statistics. This committee should also consider how the co- operation
of the occupiers of factories may be enlisted in obtaining complete and
accurate data.

(iv). Immediate consideration should be given to the compilation of basic

' industrial statistics covering large-scale and small-scale industries,
the latter to be dealt with on a sample survey ‘basis, if necessary.
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CHAPTER VI

DEVELOPMENT IN OTHER SECTORS

Section 1.—Transport and communications

Importance 340. The need for easy, quick and cheap means of transport has been brought

of transport 1t in Chapter II as a measure for promotion of trade. The importance of trans-
port facilities has also been emphasised in Chapter IV, as a factor in the market-
ing of agricultural produce to the best advantage of the grower and the country.
Transport is no less necessary for the promotion of industrial production. Ac-
cordingly, any programme of general development must be adequately supported
by a programme of transport development.

Provision in 341. The Six-Year Development Plan made the following provisions for
Sh-Year  Transport and Communications :
Railways ... Rs. 20 crores.
Roads ... Rs. 10.crores.
Ports ... Rs. 14 crores.
Telecommunications ... ... Rs. 9crores.
Total ... Rs. 53 crores.
Experience during the year and a half since the inauguration of the Plan (July
1951) has shown that these provisions are hot sufficient. Nor are they compre-
hensive, as the development of inland water transport, shipping and civil avia-
tion has not been provided for.
Railways. 342. The railways are the most important means of communications in this

country. The following table shows the progress of passenger and goods trafﬁc
handled by the railways :

Table No. 47.—Rail movement of passengers and freight.

(Fiscal year) (In lakhs)
Passenger
Period miles Ton miles
1948-49 489,20 233,90
1949-50 548,50 235,30
1950-51 567,60 271,80
1951-52 v 616,50 306,80
. (Source : Railway Division).

Thus, there has been a steady increase in both passenger and goods traffic. The
railways suffered heavily during the last War and at the time of the Partition,
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and have a large backlog of replacements and renewals. Additional engines and
rolling stock are also being acquired and, in order to reduce consumption of coal,
more than 50% of engines have been converted from coal-burning to oil-burning.
Workshop facilities are also being expanded. The following table shows the
equipment acquired and on order :

i

Table No. 48.—Progress of railway development programme.

e - =

(31
Future .
Already On programme
Type of equipment received order (with an Remarks
. indication
of period)
1. Engines— Broad gauge 23 19 18 (The figures in Column 4
Meter gauge 25 40 13 against Nos. 1to 3 relate to
the programme for 1952-53.)
2. Wagons— Broad gauge 366 3,823 159 2000 wagons were manufac-
- Meter gauge ... | 1,300 1,934 90 tured by E. B. Railway in
3. Carriages— Broad gauge Nil 122 123 its own workshops.
Meter gauge 45 133 86
4, Rail cars— Broad gauge Nil 10

(Source : Railway Division).

A loan of $27.20 million has been negotiated with the International Bank for
the railway rehabilitation programme. The railways have done well within
their resources but reports of congestion and delays, on certain sections of the
.railways, e.g., Chittagong Port, have been frequent. There are also complaints
of losses of goods in transit and inordinate delays in settling claims. We consider
that the railway authorities should investigate such reports and take steps to
provide additional facilities and remove the basis for complaints. It appears to
us that the railway programme will cost much more than the provision indicated
in the Six-Year Plan. The following table shows the' expenditure already
incurred or budgeted, on capital account.

Table No. 49.—Railway expenditure on Capital account.

(In lakhs of rupees
Net Capital expenditure Expenditure
from
N.W. Railway| E. B. Railway Total D.R.F.f
1947-48* (actualsy ... —62 —27 —89
1948-49 (actuals) ... 1,54 1,61 3,15 12
1949-50 (actuals) ... 2,86 1,73 4,59 77
1950-51 (actuals) ... 53 1,79 2,32 , 1,05
1951-52 (revised estimate) ... 2,14 4,53 6,67 7,67
1952-53 (budget estimate) ... 2,99 5.72 8,71 8,22

; ~ (Source : Railway Division).

. * The figures for 1947-48 relate to the period 14th August 1947 to 31st March 1948, 'Th-a negative expenditure
due mainly to recoveries under Store Suspense being largsr than the expenditure, resulting from non-adjustment
of the cost of stores and coal purchased.

_t'D.R.F. (Depreciation Reserve Fund) is created from the annual railway revenues at the rate of 1/60th of
capital-at-charge.
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Elsewhere (para. 434 : page 157), we have made some suggestions concerning
the administration of railways, with particular reference to the financial aspects.

Roads. 343. Roads are the next most important means of communications. The
existing mileage of roads of various types is given below :

Table No. 50.—Road mileage in various Provinces.

Superior Metalled Unmetalled
Provinces surface roads or kutcha Total
roads roads
1. East Bengal 594 1,028 20,272 21,894
2. Punjab ... 2,694 410 12,883 15,987
3. Sind . 597 160 11,648 12,405
4. N.-W. F.P. 1,103 120 1,899 3,122
5. Baluchistan 586 637 3,453 4 676
Total 5,574 2,355 50,155 58,084

(Source : Ministry of Communications).

Information about the States is not readily available. The progress in road con-
struction and improvement as well as maintenance has been satisfactory in
Punjab and N.-W.F.P., but Sind and East Bengal do not appear to have done well,
particularly the latter. The following table shows the expenditure on improve-
ment and construction of roads incurred so far:

Table No. 51.—Expenditure on construction and maintenance of roads.
hid

(In lakhs of rupees.)
Provinces/States 1948-49 1949-50 1950-51 1951-52
1. East Bengal 62:65 13591 210-21 30808
2. Punjab 12092 18947 262:20 309-82
3. Smd . 44'74 3790 3475 | n.a.
4. N.-W.F.P. | 56'14 57°90 51°10 57-12
5. Paluchistan - ... 1297 18-95 2783 36.32
6. Karachi ... 341 720 n.a.
7. ahawalpur State .. 13-09 10:09 17-29 2794
8. Khairpur State ... 3:78 3-50 2:72 3:66
. Total 3,14-29 45713 6,13:30

(Source : Ministry of Communications).

We understand that East Bengal has recently embarked on a large road construc-
tion programme with the help of mechanical devices. We would recommend
that Sind Province should also devote greater attention to road construction.
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344. A Central Roads Fund has been created out of a portion of the excise

The following allocations have been made from
it up to March 1952 for assisting the Province, etc., in road development :

and customs duty on petrol.

Table No. 52.—Allocations from the Central Roads Fund.
(Up to and including 1951-52)

(In lakhs of rupees.)

East Bengal
Punjab

Sind
N.-W. F. P.
Baluchistan
Karachi ...
Bahawalpur State
Khairpur State

LRNANR LN

Other areas and Reserve, etc. ...

TO(;']

37-57
39-64
17-26
13-71
10°04
629
419
1-22
60-02
180-24

(Source : Ministry of Communications).

Recognising the importance of roads the Central Government created last year
a fund of Rs. 5 crores for roads of national importance, to provide additional aid
to the Provinces. An integrated six-year programme for road development was

drawn up by a Chief Engineers’ Conference held in 1951.

Central
Roads Fund.

345. The number of motor vehicles in Pakistan has increased by more than Roadsvs.

“100% since 1947, which shows the increasing popularity and demand for roa
transport :
Table No. 53.—Number of vehicles
Type of vehicle 1947 1951
1. Motor cycles ... 2,715 8,021
2. Private cars 12,366 28,860
3. Taxi cabs 999 1,709
4. Buses 5,518 9,869
5. Trucks 3,142 7,415
6. Miscellaneous ... 695 1,525
Total 25,435 57,399

As between railway and road transport, the tendency so far has been to favour
the former. However, the modern trend in other countries appear to give greater
The advantages are smaller capital outlay,
greater accessibility and easier handling. Besides, little foreign exchange ex-
penditure is involved in road construction. Of course, for the heavier type of
traffic and long distance haulage, railways are indispensable, but it seems high
time that for other types of traffic, the comparative economics of road and rail-
way transport should be worked out and the programmes of railway and road
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Nationalisa-
tion of
transport.

Inland water
transport.

Shipping.

development adjusted accordingly. We recommend that an expert committee
should be appointed for the purpose which should keep in view not only the initial
capital cost and operating expenses but also other economic factors.

346. The Central Government passed legislation in 1951 envisaging nationali-_
sation of passenger road transport services in West Pakistan during the next five
years. Though from the point of view of improving the standards of service and
punctuality, this is understandable, we feel doubtful that such a measure is neces-
sary and that the required improvement could not be effected otherwise. It is
sometime suggested that all means of transport including roads, inland water-
ways and civil aviation should be nationalised. We consider, however, that the
financial and technical manpower resourges of the Government are hardly ade-
quate for the purpose. We would therefgore prefer that instead of nationalising
road transport, the Government should take steps to control and regulate it in
order to meet the objectives of improvement in the standards of service and elimi-
nation of undue rail-road competition.*

347. Inland water transport has not yet been developed in West Pakistan but
for East Pakistan it is vital. The existing mileage of waterways is estimated at
5,000 during the monsoons and 2,500 miles during the dry season. On account
of the network of rivers and the floods during monsoons, railways and road
transport cannot reach all parts of the Province and waterways are the only
means of communication for many areas. There are two main river companies—
River Steam Navigation Company and Indian General Navigation and Railway
Company. The Eastern Bengal Railway also put into service a small flotilla in
early 1951. And there is an enormous number of country boats ptying all over
the Province. Improvement is needed in two directions—dredging and training
of waterways and improvement in the number and type of river craft. For the
former, a fleet of dredgers has been ordered recently by the Government of East
Bengal and the proposed Brahamputra Multi-purpose Project provides for the
expansion, classification, and systematic organisation of all navigational channels
in order to open up the whole Province to river traffic. For the improvement of
river craft and river services, a phased programme of development is needed and
we consider that it should be planned without further loss of time.- We would
recommend that an inland waterways control authority should be set up for this
purpose. Elsewhere (para. 277 : page 90), we have recommended the constitu-
tion of a rates advisory body for inland waterways as well as railway rates.

348. Shipping is important for Pakistan both for international traffic and
coastal traffic. The following tables show the increase in shipping traffic :

Table No. 54.—Coastal shipping.

(In thousands of tons.)

Vessels entered Vessels cleared
Period ) No. Tonnage Tonnage
of No. of |
vessels In With vessels In With
’ ballast cargoes ballast cargoes
)

1949-50 213 1.1 347-8 556 167 38141 ~
1950-51 209 53 3880 271 47:9 372:0
1951-52 250 352 494°2 308 31'9 476°4
1952-53 (April to October) ... 128 24-1 2876 142 24'5 2424

(Source : C. S. O.).

1

* Mr. M. Afzal Husain was strongly in favour of nationalisation of road transport.

118




Table No. 55.—International shipping.

(In thousands of tons)

Vessels cleared

Vessels entered |

No. Net registered tonnage No. Net registered tonnage

of of

Period vessels vessels
In With In With
ballast cargoes ballast cargoes
1949-50 1,637 159°8 3,753-6 1,650 1,227'5 2,566°6
1950-51 1,729 4248 3,735°8 1, '837 1,240-9 3,102'5
195152 2,157 5583 4,454°2 2, 1010 1,522:0 3,400°7
1952-53 (Aprll to Octobar) 1,000 3147 2,852'5 ’990 8836 2,151-7
o
, (Source : C. 8. 0.).

The expansion of Pakistani tonnage has been considerable : from 2,000 tons
in 1947, it has increased to 165,000 tons (September 1952) under eight national
shipping companies. This was achieved through a policy of allocation of coastal
traffic on the basis of tonnage acquired by a company. TUnfortunately, many of
the ships acquired by the Pakistani companies are obsolete and uneconomic,
with the result that their operating costs are high and they cannot compete with
foreign ships on interpational routes. We consider that the Pakistani com-
panies should be orgamsed into a coastal conference. Further, a shipping corpo-
ration should be established with an authorised capital of Rs. 5 crores, in order to
enter into international routes. It is unfortunate that the Pakistani companies
have been unable to come together and form a corporation themselves. The
Government should therefore bring about legislation to create a corporatioh.
Care should, however, be taken not to accept the obsolete ships, which deserve
to be scrapped. An expert should be employed to study the whole situation and
recommend how many and what type of ships should be owned by the corpora-
-tion and all questions, both from the technical angle and economic angle, should
be gone into. The organisation of the Controller of Shipping should be streng-
thened by the appointment of technical advisers, experienced in different aspects
of shipping, on lines similar to the Civil Aviation Department. We consider
that there should be at least two passenger ships for regular coastal service
between West Pakistan and East Pakistan and that the entire haj traffic should
be taken over by Pakistani companies as early as possible. The coastal rates,
both freight and passenger, should be standardised. We are glad to note that
a Mercantile Marine Academy is being set up at Chittagong to train 120 cadets
every year.

349. The ports of Karachi and Chittagong and the Chalna anchorage, have
handled increasing amounts of cargo, as shown below :

Table No. 56.—Cargo handled by Pakistan ports.

(In thousands of tons.)

’ Grand
Imports Exports Total
Period - b ——— —
Karachi | Chitta- Chalna | Karachi Chitta- | Chalna All
gong | gong ports

1950-51 23,91 12,69 1* 10,81 | 4,26 32* 52,00
1951-52 26,22 12,04 1,30 11,56 4,45 2,18 57,75
- 1952-53 (April to October) 13,74 7,71 1,05 4,13 1,95 1,09 29,67

(Source: C. S. 0O.)

* From December 1950, the date of opening of the port, to March 1951.
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The Karachi port has a normal handling capacity of 43 lakh tons a year. We
understand that a scheme for the reconstruction of east wharves is under con-
sideration of the Karachi Port Trust. This would enable expansion of the capa-
city by 30%. The Chittagong port, which had a handling capacity of only 6 lakh
tons a year (and 4 ships at a time) at the time of the Partition, has been impro-
vised already for over 20 lakhs tons a year (and 15 ships at a time). The
Chittagong Port Development Project, designed to effect improvement on a per-
manent basis and increase the capacity to 30 lakh tons a year, is under progress.
Contract for the construction of new jetties has been given to an English firm and
the provision of sidings, railway yards, storage sheds, electric cranes and wate-
houses, etc., has been made the responsibility of the Eastern Bengal Railwdjys.
We understand, however, that the progress is behind schedule. This is a costly
project and we would recommend that after completion of Phase I of the project
(balanced in all respect) the economics of the whole project should be re-exa-
mined and further programme of expansion should be revised, if necessary,
keeping in view also the opening of the Chalna anchorage. In any case, the
reasons for slow progress should be investigated and the executive agencies
pinned down to specified completion dates. In order to facilitate port working
an autonomous port trust should be created for Chittagong on the lines of
Karachi Port Trust. The anchorage at Chalna (first opened in December 1950)
has proved more successful than anticipated and has already developed a capa-
city of 5 lakh tons a year. The earliest steps should be taken to develop it into
a regular port. An autonomous authority should be created also for Chalna and,
apart from normal working, it should be made responsible for initial construction
and provision of various port facilities. Such autonomous authorities should
have adequate Government representation and their constitution ‘should be such
as to ensure that national interests are not subordinated to commercial or depart-
mental considerations. ’

Sh(ijp repair 350. Great importance attaches in our view to the provision of facilities
an .
shipbuilding, for :—

(a) dry and wet repairs to all vessels for inland water transport, cogstal
and international traffic ; and

(b) building of vessels in Pakistan both for inland water transport and
for cargo and passenger traffic on the high seas.

None of these facilities exist to any sizeable extent in Pakistan at present with
the result that there is not only large ‘ invisible ’ expenditure of foreign exchange
but serious difficulties and delays are experienced in booking repair facili-
ties in foreign countries. The construction of a dry dock by the Karachi Port
Trust is thus a step in the right direction but, by itself, it will not meet all repair
requirements. A suitable modern workshop is a necessary adjunct to the dry
dock and this will be provided by the shipyard scheme to which we shall pre-
sently refer. The expansion and modernisation of dockyards at Narayanganj
for the smaller vessels and launches plying in East Pakistan is also important.
We understand, however, that though the project has been sanctioned no progress
on it has yet been made. )

351. The P. 1. D. C. has submitted a scheme to the Government for the setting
up of a modern shipyard at Karachi to provide repair facilities and to build
(a) cargo vessels including tankers of 8,000 dead weight to 12,000 dead weights
tons, (b) passenger ships for plying between East and West Pakistan, (c) pilgrim
passenger ships, (d) river craft for East Pakistan, (e) light vessels, inspection
boats and other Government vessels, and (f) new naval vessels of smaller classes.
Such a shipyard will meet a vital need. The P. I. D. C., in consultation with
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German experts, is also preparing a scheme for building up river traffic in East
Pakistan, with its complementary repair and building facilities, to be established
at sultable places in that Province. Tangible results should be expected from this

effort. o

352. Civil aviation in Pakistan is still in infancy. One of the two authorised g}g{m

airlines closed down in 1950 We understand that another company has
been, recently approved for schedule serv1ees ‘The Government has been )
considering nationalisation for a lon time 'but no results have been visible,
extept that three Super-cbnstellatlons have beel ordered for international traffic.
Weé recommend that an autonomous air corporation should be sponsored by the
Government, both for external and internal services, and that it should take
over the assets of existing companies and the aircraft ordered by the Govern-
ment. The Government must also accept the position that they will have to
subsidize the running of the corporation, particularly for passenger traffic
between West and East Pakistan. The provision of aviation facilities, e.g.,
improvement of air fields and air communications, navigational aids, etc., wiil
continue to be the responsibility of the Government and adequate steps should
be taken for the purpose. The training of a sufficient number of Pakistanis for
commercial flying is most important, and the instructional facilities at the flying
clubs should be expanded and improved.

353. The Posts and Telegraphs Department has made substantial progress
since the Partition. The following table shows the business transacted by it :

Posts and
Telegraphs.

Table No. 57.—Working of Posts and Telegraph Department.

(In thou'sands of rupees.)

Unit 1948-49 1949-50 1950-51 1951-52
1. Insured letters Rupees 9,72,42 11,09,58 12,86,23 15,18,80
2. Insured parcels s 75,69 1,29,00 1,46,93 1,55,86
3. V.P.letters ” 2,75,59 3,29,19 3,77,38 4,55,82
4. V.P.parcels » 86,72 1,13,13 1,13,96 1,75,83
5. Registered letters ... Number 65,30 82,01 87,86 94,83
6. Registered parcels ... ee ’ 6,41 6,97 8,27 9,08
7. Money orders issued Rupees 24,44,38 24,95, 09 24,59,96 27,83,57
8. Unregistered articles delivered... Number 32,13,15 31,7 6 36 35,59,61 39 88, 21

(Source : Ministry of Communications).

The expansion in the number of telephones, telephone exchanges and tele-
printers is shown below :

Table No. 58.—Telephones, exchanges and tele-printers.

Service 1947 1952 Six Year Plan Target
(15th August)| (15th August)
1. Number of telephones 13,726 21,904 28,000 Auto
6,850 Manual

244 296 55 additional new ex-
changes and ex-
Jansion of 67 ex-
isting exchanges.

~ -2, Telephone exchanges

3. Tele-printers e 28 56 100

(Source : Ministry of Communications).
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of social
development. .

A telephone factory has been started recently, under an. agreement with a
foreign firm, and in five year’s time the production will rise to 7,000 instruments
and 7,000 line exchange equipment per year. A factory for the production of
telegraph line stores is already in operation. V. H. F.* equipment for telegraphs
and telephones, both in West and East Pakistan, is proposed to be installed. A
siumber of wireless transmitters to establish direct communication between West
and East Pakistan and with important international centres, have been installed
and more are proposed. We understand that some equipment (wireless trans-
mitters) has been offered by Australia under the Colombo Plan.aid, and. that
more is expected. The expansion of postal and tele-communication facﬂltiés is
of great importance to the development of trade and industry, and the progress
made should be maintained. The complaints-ir—woTRINE reported from East
Pakistan, e.g., delays in delivery and mutilation of telegrams and delays in
securing trunk call on telephones should, in particular, be looked into.

354. The following table shows the capltal expenditure incurred by the Posts
and Telegraphs Department so far :

Table No. 59.—Capital expenditure of Posts and Telegraph Department
(In lakhs of rupees.)

Year Gross
expenditure

1947-48+ 12

. 1948-49 21

' 1949-50 1,29
1557 1950-51 82
1951-52¢ 1,36
1952-53 2.33

(Source : Budgets of the Central Government.)

Section 2.—Social developmeni—Education

355. Itis amost difficult task to determine what portion of available resources
should be devoted to social development. Such investment is not productive
in the ordinary sense and does not directly increase the quantity of goods avail-
able for consumption or export. A school of thought maintains the view that
in underdeveloped countries, the primary need is productive economic develop-
ment which, on the one hand, builds up resources for investment in social deve-
lopment later on and, on the other hand, has a disinflationary potential.
However, to ignore the requirements of education and health and other social
obligations, would neither be possible nor desirable. Even the basic educa-
tional and medical facilities are lacking in Pakistan and it would be wrong to
disregard the immediate need for their expansion. Political emancipation
creates demand for improvement in living conditions, of which the most obvious
factors are education, health and housing. We cannot also lose sight of the long
term effect of non-development of educational .and health facilities. The very
purpose of an economic development programme will be undermined if the man--
power, which is the primary sustaining factor, is rendered continually deficient
in knowledge and health. A programme of social development is therefore

*V.H.F. means very high frequency.
tFigures r¢late to the period 15th August 1947 to 31st March, 1948.
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L]
as important as, 4 ptogramme of economic development. It pays good dividends
ultimately;' enabling a faster rate of development than would be possible
othlerwise, 1

356. The percentage of literagy in Pakistan is one of the lowest in the world. gﬁfﬁggge
The following table gives the figures for various Provinces and States etc. : ¥

\
}

s ) + Table No. 60.—Pemncentage:'of literacy.
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(Source: C. S. O.).

The existing educational facilities are very meagre—only 40,295 primary schools Existing
and 6,500 middle and high schools for the population of 7.6 crores. The num- 2eilities
ber of technical training institutions is only 25 or so in the whole country.
Apart from the intrinsic value of education, lack of it hampers development

in two important ways—it makes it more difficult to pick up knowledge

and it prevents the growth of a full sense of responsibility. Technical educa-

tion and research facilities are vital for all industrial progress.

357. The provision for education included in the Six-Year Plan was only Exbgﬂditllfe
Rs. 19 crores (including Rs. 9 crores for technical training). This was in no° . peation.
way intended to represent the entire expenditure on education in the country,
but was sought to be an extra provision, i.e., in addition to the normal expendi-
ture on education in the various Provinces and other administrative units. The
inadequacy of this amount has been demonstrated already by the social uplift
grants which the Central Government made last year. Out of the total of Rs. 18
crores, education has claimed Rs. 8.82 crores. A list of the schemes approved
against the social uplift grants is given in Appendix No. 25. This shows that
the original provision was influenced more by the consideration of lack of funds
than by the real needs. The expenditure incurred- in the various Provinces
since the Partition is given in the following table. The figures for States are
not readily available.

Table No. 61.—Expenditure on education in Pakistan.

(In lakhs of rupees.)
1948-49 1949-50 1950-51 1951-52 1952-53 Total
1. Centre* 27°96 64'24 6607 1,24'63 1,03°37 3,95:49
2. FastBengal .. 1,8673 2,11°63 | 2,09°30 2,18°66 2,62:48 12,23-38
3. Punjab 22436 246'80 | 2,7846 3,0629 3,71-04 15,3561
4, Sind e 76'19 | 8248 89-76 1,03°10 1,4025 5,75:37
5. N.W.F.B. " .. 4148 " 4770 61°80 7635 8848 3,53-95
Total 5,56°72 6,52:85 | 17,0540 8,29-03 9,65:62 40,83°80

(Source : Bujdgets of the Central and Provincial Govts.).

The ‘annual exXpenditure on education has risen from Rs. 5.6 crores to Rs. 9.7
crores. However, the proportion of expenditure on education during 1952-53 to
the total revenues of the Central and Provincial Governments is only 5%. This

is grossly inadequate.

#Includes expenditure in Baluchistan and Karachi, which are Centrally-administered areas.
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Reorienta-
tion of
educational
policy : six-
year pro-
gramme,

358. A reorientation. of the educational policy has been attempted to suit the
ideals and aspirations of the new State. = An Education Conference was con-
vened towards the end of 1947. Three permanent bodies were set up, viz.,,
Advisory Board of Education, Inter University Board and Council of Technical
Education and a number of expert committees were appointed to investigate the
specific problems of educational aims, organisation, contents and methods. In
July 1951, a conference of Education Ministers, Vice-Chancellors and Directors, of
Public Instruction was held, and the Universities and Provincial Education
Departments were asked to draw up a ;ig(%year programme of education. “THe
total cost of the programme comes to Rs.:115 crores of which Rs. 72 crores is non-
recurring and Rs. 43 crores recurring. "Ah indication of the items included in
the programme is given below :

0

Table No. 62.—Proposed Six-Year Programme of Education (1951-57).

Present Position Provision under the pro- Cost (in lakhs of rupees)
gramme
Items
Num- | Capacity Number Capacity | Recurring Non- Total
ber recurring
1. Pre-primary educa- 18 883, 30 1,940 1474 1692 3166
tion.
2. Primary education 40,295 | 32,12,312 | 24,027 37,51,070 | 2,033-59 | 2,221-36 | 4,254-95
3. Sccondary education 6,486 | 11,64,142 721 2,37,600 57462 | 1,704°83 | 2,279:45
4, Education of the 9 166 7 800 9-93 9:65 19-58
handicapped.
+
5. Teachers training ... 136 ¢ 6,930 127 13,870 287-54 237-42 529-96
6. Additional inspecto- 113-54 7381 ' 12092
ral staff.
7. Higher education 125 39,393 10 colleges 3,050 82:07 31879 400-86
(Colleges). 10 hostels 985
8. Higher education 1 41 3 500 13-93 36°57 5050
(Domestic Science
and Arts).
9. Higher education 5 (Develgpgnent of 33201 1,208-46 | 1,540°47
(Universities). the existing five
universities).
10. Higher education 1 104-00 59-00 163-00
(New Universities)
11. Adult education 881 27,736 8,072 9,20,000 890 796 8896,
12. Audio visual aids ... 30-83 26°10 5693
13. Physical education 1 1 649 | 1562 22-11
14, Sports stadiums and (4 sta- 9 stadiums 5-56 112-30 117-86
gymnasiums. diums 2 sports hos-
and 105 tels.
gymna- 530 gymnasiums
siums. and
3 swimming
pools.
15. Youth movement ... | 2,858 845 youth 2723 56°66 83:89
: (youth clubs. ’
clubs.) 27 youth
6 hostels.
(youth R
hostels.) "e
16. Medical inspection . " | Regular 11918, 17°00 - 136118,
and treatment of |In 2 high medical f
school children. schools inspection
in 3,231
institu-
tions. '
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* Present position Provision under the Cost (in lakhs of rupees)
: programme N
Items f
F » .
1 Num- Capacity Number Capacity| Recurring Non- Total.
] ber recurring
17. Fresher courses for A 261 30,000 4.81 13.31 18.12
teachers. ( !
18. Encouragemerdt of | ‘1 Art 4 Art galleries 76.31 454.33 530.64
arp & cultural ac-  §igallery. 3 Scijence
i ities. - 1 ( . museums.
} Science!!, 3 p‘{lb lic muse-
(o) ind 19 muse-*y"* )1 ums.
P ums. « 2 Folleges for
+ 6 public *Y ' fine arts.
museums. 26 Cultural
2 col- centres.
leges of 524 Public libraries.
fine arts,
20 cul-
tural
centres
23 pub-
lic libraries
19. Overseas scholarships 372 in natural 56.73 3.00 59.73
sciences, the
humanities, techno-
logy and education;
20. Training of existing 264 persons to be 19.63 19.63
personnel abroad. sent abroad.
21. Technical education 2 Tech. 20 Technical 5,430 22082 531-40 | 752:22
high schools.
schools 7. Composite 1,770 L
3 Engg. schoqls.
colleges 2 polytechnics 2,250
2 Engg. col-
leges. 3 L
%22, Commercial educa- 8 Com- 774 12 Commercial 4,420 60-43 12063 181-06
tion. mercial schools.
schools 1 Institute of 350
Commerce.
3 Com- 614
mercial
colleges
23. Miscellaneous . (1) Institute of 41-93 4350 *85.43
schemes. Islamic
Research.
@ Urdu Acade-
3) Central
Council of
Fine Arts
etc.
’ Total 43,16.82 | 72,22-21 [115,39-99

(Source : Ministry of, Education).

359. The aim of the proposed programme is to achieve balanced .and:syste- %;Jf?g:l'l‘;?
matic educational progress.in all its aspects—physical, intellectual, social, moral, )
religious and aesthetic—at- all stages from the pre-primary to the post-graduate
standard and for all types of pupils including the handicapped. Adequate pro-
vision has been made for technical and commetcial education as an.integrated
part of the educational system. The programme contains practical suggestions
for financing. the recurrmg and non-recurring expenditure. It is intended that
apart from the provisions- which may be made by the Central, Provincial and
State Governments, private effort should-be mobilised. For instance, in the case
of primary ‘schools, while the entire recurring cost should be met by the relevant
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Governments, the responsibility for provision of land, buildings. and equipment

should be borne mainly by the people of the localities concerned
secondary schools, three prlvate schools
Goverpment school though the

In the_case of

shoulgyobe established against one
Government concerned should give grants-in-

aid up to 50% of the capital expendjture involved. As regards recurring expen*
diture, the schools should be able to find the major part of it by making,suitable

adjustment in fees
*aid to private Institutions, though on a* dduced scale
would apply to'the colleges
should be shared equally by the Gov

The Government concerned will, however, give grants-in-

”The same pmnc(lpgﬂs

‘The' cosi of’¥8uth movement ‘and cultural actiifies
fniffent and the private agenc1es On £

above basis, the distributién of finaritial resioonmblhty for, the progr%mme Wwou
be roughly as indicated below :— .

(In crores of rupees.)

Recurring Non- Total

recurring
Central Government ... 8.7 14.9 23.6
Provincial and State Governments 335 29.5 63.0
Public .8 276, 28.4
Total 43.0 72.0 115.0

360. The existing educational budget of Central and Provincial Governments

totals to only Rs. 9 crores a year.

Although an additional Rs. 8.82 crores have

been provided by the Central Government out of the social uplift grants, and this
should enable the Provinces etc., to launch the first phase of the educational
programme, it appears necessary that the provisions for the future should be

substantially higher.

Education forms the basis of all progress, political as well

as ecornomic and social, and no development projects can yield full benefits if the
personnel responsible fp(r their execution, maintenance or utilisation is not
suitably educated.

r

Expectancy
cf life.,

Section. 3.—Social development—Health

361. The standards of nutrition and the climatic conditions in many parts
of Pakistan are such that the incidence of disease is heavy. The expectancy .of

life is, therefore, one of the lowest in the world as would be apparent from the
following table.

Table No. 63.—Expectancy of life in various countries

Expectancy of life Year in
! which the
estimate was
Male Female made
1. Pakistan & India 26.91 26.56 1921—31
2. Austria 54.5 58.5° 1930—33
3. Australia 66.07 70.63 1946—48
4. Burma: , 30.61 31.00 192131
5. Belgium 56.02 59.79 1928—32
6. Canada 62.96 66.30 194042
7. Egypt 35.65 41.48 1936—38
8. Germany 59.86 62.81 1932—34
9. Japan . 50.06 | 53.96 1947
10. Norway 67.76 71.68 1945—48
11, Netheriands 694 | 715 | 1947—48
12, New Zealand 65.46 “¥ |~ ~68.45 1934—38
13. Switzer land 62.68 66.96 1939—44
14. Thailand 36.73 43.30 1937—38
15. U.XK. 66.01 70.63 1949
16. U.S.S.R. 41.93 46.79 1926—27

(Source : Ministry of Health)

b
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Apart from éthericonsiderations, the time W,asted in' sickhéss' atid the loss' of life
at an early age, mean a colossal national waste. ~Cotisiderable expansion is there-
fore called for int both the pre\iéfntn}e and curative wings of medical orgamsatlon
The existing facilities  are very meagre. There are only 1700 rural d1spénsar1es
and 800 hospitals of all sorts, for the populatlon of 7.6 ¢rorés and’ area of 360,000
square miles.

362. The prdvision for health in the Slx-Year Plan was only Rs. 4 crores, for Expenditure

tH{e‘i’same reasons as indicated for e gatlon in Section 2. The allocatlon for on health.
BRHAN'GUL of thd Central social uplift_grants of Rs. 18 crores made last year was,
RS 8747 crofes. A 11st of the, healt}t)‘schemes approved against these grants is
glvén in Apﬁendlx No. 35. The follo ring table shows the expenditure on health:
in the various Provinces since the Partition. The figures for States are not
readily available. ™

Table No. 64.—Expenditure on health in Pakistan.
(In lakhs of rupees.)

, a

1948-49 ’ 1949-50 ‘ 1950-51 1951-52 1952-53 Total

I. Centre* ... ..l 1050 13.09 13.92 14.60 25.73 2095
7. East Bengal ... 36.09 30.55 36.18 37.82 37,50 1,99.58
3. Punjab ... 26.43 64.57 1,18.77 1,94.26 1,44.46 5.58.33
4. sind ... 810 8.64 8.52 9.39 10.07 '53.32
5. N.W.F.P. 2.10 2.46 3.57 3.82 5.54 20.69
Total ... 8327 | 1,931 | 1,80.96 2,59.80 |  2.23.60 9,12.87

(Source : Budgets of the Central and Provincial Gévernments).

It will be observed that the annual expenditure has increased from Rs. 83 lakhs
to Rs. 2,24 lakhs. It was (during 1952-53) only 1% of the total revenues of
the Central and Provincial Governments, a figure totally 1hadeauate

363. A Health Conference was held at Dacca in January 1951 and a number Health
of development schemes were approved there. They are regarded by some as a Sonference
proposals.
six-year programme for health but cannot obviously claifii“this position as they
present no integrated picture and give no idea of the total expenditure involved.
The “programme ” covered the following schemes :—

Table No. 65.—Schemes included in the health “ programme .
(In lakhs of rupees.) «

Nams of scheme Non-recurring Recurring
- cost cost
1. 2,000 dispensaries of the type recommended by the Bhore Committee for n.a. n.a.
primary units.
2. 500 30-bedded hospitals n.a. n.a.
3. 160 200-bedded hospitals . n.a. n.a.
4, Conversion of two medical schoo]s in East Paklstan into medlcal colleges n.a. n.a.
5. One new medical college in West Pakistan n.a. n.a.
6. Institute of Hygiene and Preventive Medicine ... 1.0 3.4
7. Drugs factories—one each in West and East Pakistan 3.6 6.1
8. Medical Research Institute n.a. n.a.
9. Drug Testing Laboratories ... . na. " na.
10. Factory for Yhe manufacture of pen1c11‘1n n.a. n.a.
11. Improvement in the cxisting T.B. hospitals . n.a. n.a.
12. Improvement of water supplied in the country and ) prov1sxon of sewerage in. n.a. n.a.
main towns.
13. 4 200-bedded T.B. hospitals—two in West Pakistan and two in East Paklstan n.a. , n.a.
14, One additional 500-bedded hospltal at Karachi ... e 6.0 20.0
15. Installation of X-ray plants in all existing and proposed hospltals n.a. n.a.
16. Tmprovement of Dow Medical College, Karachi ... n.a. n.a.
17. Provision of adequate equipient for all existing hospltals e n.a, .. na.
18. Organisation of anti-malaria operations n.a. “exel” 1.3,
19. , A Radium Institute at Karachi 220 - n.a.
-20. A Nutritional Research Institute n.a,. n.a.

(Source : Mzmstry of Health)

*Includes expenditure in Baluchistan and Karachi which are Centrally-administered areas.
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Some of these schernes have already been taken up with the help of funds pro-
vided by the social uplift grants or as part of normal’ departmental activity,
but it appears that the other schemes have hot yet been worked out if’ detail.

364. The following other schemes-are stated to be in ‘View :—

Table No. 66.—Additional ‘health schemes in view

(In takhs of rupees’)

Non- Recurring
Name of scheme recurring cost
: cost
1. Mental hospital at Karachi . 2.6 7.3
2. Institute of Hygiene and Preventive Medlcme at Dacca 30 14.1
3. Malaria Institute building at Dacca . 7.0 Nil
4, T.B. control and tralnmg cengre at Karachl 4.2 .5
5. T.B. control and training centre at Dacca n.a. n.a.
6. Maternal and child health project at Karachi . 1.0 S
7. Maternal and child health projects at Dacca, Lahore and Peshawar n.a. n.a.
8. V.D. Centre at Karachi . . 1.5 1:5
9. V. D. Centre at Dacca’ 1.6 .5
10. B. C. G. vaccination in Baluchlstan 1.5 n.a.
11. Nurses Training Hospital at Dacca n.a. n.a.
12. Children’s Hospital at Karachi 2.9 n.a.
13. Medical College at Hyderabad 19.6 70.0

(Source : Ministry of Health).

365. It appears to-us essential that an integrated health programme for thé
country should be drawn up for the next five years, and priorities inter se
should be determined. The programme should be implemented to the extent
of available resources, but we envisage that both the Central and the Provincial
Governments will make larger provisions for health expenditure than made
hitherto.

Section 4.—Social development—Housing

366. Of the three primary necessities of human life viz., food, clothing and
shelter, housing is one. No statistics are available regarding residential accom-
modation available in Pakistan or the extent of hous1{]1;g shortage But it is a
matter of common knowledge that acute difficulties exist in the urban areas.
The movement of rural population to urban areas in search of employment is the
normal phenomenon of modern times, but the influx of refugees has greatly
aggravated the problem in Pakistan.

367. The provision included in the Six-Year Plan was only Rs. 4 crores.
However, out of the special refugee taxation levied in 1950 and the -refugee
rehab111tat10n fund of Rs. 5 crores created by the Central Government in 1951-52
budget, a substantial portion (over Rs. 3 crores), has already been made avail-
able for housing schemes for refugees only. This is in addition to the expendi-
ture incurred by the Provincial Governments on refugee housing, and the cost of
town planning schemes and ordinary housing programmes.

368. The following schemes of housing and satellite towns have so far been
approved by the Central Government for refugees :
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Table No. 67.—Schemes of satellite towns

(In lakhs of rupees).

Name of town Central
grant
Punjab— Rs.
1. Lyallpur (three colonies) ... 43.65
2, Multan ... 19.37
3. Gujranwala 14.62
4, Sargodha... 12.70
5. Montgomery 11.02
6. Rawalpindi S 21.52
7. Jhang ... . 21.83
8. Satellite towns at Lahore ... 40.52
Total 185.23
East Bengal—
9-—12. Four satellite towns at Mirpur, Narayanganj, Kaliganj and Tejgaon ... 2.54*
Sind—
13. Hyderabad 81.86
14. Mirpurkhas 7.76
15. Nawabshah 218
Total 91.80
Baluchistan—
16. Satellite town near Quetta ... 7.94
17. Houses in various areas . . .90
Total 8.84
Karachi Federal Area—
18. Lalukhet ...
. 33.78
19. Drigh village
Grand Total 322.19

* For Mirpur & Narayanganj only.

(Source : Ministry of Refugees and Rehabilitation).

These satellite towns are expected to provide housing accommodation for about
58,000 refugee families or for 3 lakh persons. Public amenities such as schools,
hospitals, maternity homes, mosques, etc., will be provided in these towns. In
Karachi, three refugee colonies have been developed already, Nazimabad (1,000
acres), Aurangabad (75 acres) and Lalukhet (524 acres). Two more are
planned—Drigh Village and Malir. The Refugee Rehabilitation Finance Cor-
poration has built one artisan colony at Nazimabad and has planned a second
one at Mangho Pir. A small colony at Landhi has been built out of the Quaid-e-
Azam Relief Fund. The building of such satellite towns is a step in the right
direction but two considerations are important: (a) such towns showuld be
located as far as possible in areas requiring housing for industrial labour so that
industry is relieved of this responsibility and expenditure, and (b) care should
be taken not to reduce such towns into slum areas for the poorest class of popula-
tion but there should be provision for housing of lower middle and upper middle
classés also.

369. The problem of housing is, however, far from having been solved and we Gravity of

consider that the efforts made should be intensified. The provision of houses for ‘I’g;’}’;g{ﬁ,i“
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.cfugees seems to have been left entirely to the Government initiative. In such
a matter, private enterprise and public interest should be mobilised, and many
more and cheaper houses built all over the country. In Karachi alone, 50,000
refugee families are estimated to be still squatting on foot-paths and the influx
into Karachi continues. Lack of housing is a grave source of discontent, apart
from being socially unjust and undesirable. The population of Karachi has
risen from 3.5 lakhs before the Partition to 11.13 lakhs at the time of 1951
Census, when the refugees were numbered at 5.43 lakhs. It is estimated that
the number of refugees has since gone up further to 7.5 lakhs. The available
water supply has consequently diminished from 40 gallons per capita per day
to less than 15 gallons. Similarly, the available power supply is under acute
strain. For these reasons we feel that the question of dispersal of surplus refugee
population from Karachi should be seriously considered ; and for the numbers
that can be retained in the metropolis, the house bulldlng programme should be
speeded up and all formalities and bottlenecks hindering progress should be

eliminated.
I{I’l"gvzgéa“' 370. Apart from hausing schemes for refugees, town planning schemes have
housing been undertaken in the bigger towns like Karachi, Lahore, Dacca and Chitta-

generally.  gong with a view to develop areas. both for industrial and residential purposes.
At Karachi, an Improvement Trust has been established and it has in view the
development of 10 different areas in and around the town. At Lahore, the local
Improvement Trust has created a number of new townships. The town planning

schemes of Dacca and Chittagong which are operated by the Provincial Govern-
ment themselves together involve a cost of over Rs. 2 crores and should help to

Housing for meet the growing needs of those towns. The Central Government (particularly
g‘;}:g ser-  the Ministry of Defence, the Railways and the Posts and Telegraph Department)
' and the Provincial Governments have been constructing housing accommoda-*
tion for their employees as part of their normal activity. The total expenditure

incurred by the Central Government on this account is 11.5 crores (includ-

ing the year 1952-53). At Karachi alone, over 10,200 Government quarters

of various types have been built or are under construction, and 1,030 more

are on programme (though 8,500 employees would still remain unpro-

vided for). Facilities have been offered both to Government servants and

private persons for building houses of their own, by allotment of Government

owned land (about 4,700 acres) to over 80 co-operative housing societies on

very cheap terms. About 600 houses have already been constructed by the
Government employees’ housing society alone. The authorisation by the Central
Government of house advances up to 18 months’ salary, has been of great help to
Government servants, particularty those who had lost their assets as a result of

the Partition.
Housing

Finance 371. We consider that an imaginative building programme on the part

Corporation. of the Housing Finance Corporation (authorised capital Rs. 5 crores) is called
for. The machinery of the Corporation should be set into operation without
further delay and all necessary measures to promote house building by. the people
at large should be taken, after a survey of requirements and potentialities in
various areas. Not only finance but facilities for obtaining building materials at
reasonable prices and extra labour where necessary must be provided.
The Central Government have offered two important concessions: no
income-tax is leviable for a period of two years on the rental valué of houses
started and completed during the period 1st April 1951 to 31st March 1953, and,
houses built in the Karachi Federal area after 28th February 1949 are not to be
requisitioned. We consider that these concessions should be continued.
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Section 5.—~Social Development—Refuges reh‘ﬁbilitation,

372. On the Partition of the Indo-Pakistan sub-continent on 14th August Numbef of
1947,. Pakistan faced, in addition to the big task of setting up a new Central &
admmlstratlon and re-organising the armed forces, the bigger problem of settl-
ing lakhs of refugees. Mass killing and looting took place and Muslims were
driven across the new border. Within a few months of the Partition over
60 lakhs of Muslims had entered West Pakistan. 'The mass migration to East
Pakistan started in March 1950 and by June 1952, 33.42 lakh Muslims had entered
East Bengal while 20.76 lakh persons left the Province leaving a net influx of
12.66 lakhs. Due to economic and social reasons, Muslims from India’ still con-
tinue to cross into Pakistan and the present rate of influx through Khokrapar
(Sind) alone is about 5,000 per month. The total refugee population in
Pakistan is now estimated at 75 lakhs. There is a net excess in West Pakistan
of nearly 11 lakh persons (67 lakh entered against 56 lakh left). In addition,
in West Pakistan (mainly Punjab) there are 5 lakh refugees from Kashmir.

373. The resettling of such a large number of uprooted people, in almost Expenditure

destitute conditions, presented a problem unprecedented in history. Not only 8 relief and
immediate relief by way of shelter, food and clothing had .to be provided, but tion.
permanent means of livelihood had to be found for the new comers. Very
considerable expenditure (estimated at over Rs. 30 crores) has been incurred
during the last five years by the Centre and the Provinces on refugee camps and
other relief measures, and subsequently on rehabilitation including the housing
schemes referred to in the preceding Section. The brunt was borne by Punjab,
East Bengal and Karachi. The Central Government levied special refugée
taxes in November 1950 in order to meet the financial burden. The proceeds
+ of this taxation, estimated at Rs. 4.65 crores (during the years 1950-51, 1951-52
and 1952-53) and the fund of Rs. 5 crores created from surplus revenues in
1651-52, have been allocated as follows :—

Table No. 68.—Allocation of Central refugee rehabilitation grants.

(In lakhs of rupees.)

1. East Bengal 1,25
2. Punjab ... 3,00
3. Sind 1,00
4. N:W.F.P. 10
5. Baluchistan 10
6. Karachi ... 3,00
7. Bahawalpur State 20
8. Kashmir refugees 1,00
[ Wy

Total 9,65

(Source : Ministry of Finance).

These allpcations are not considered adequate by the Provinces etc., whose total
immediate requirements are over Rs. 21 crores against Rs. 9.65 provided. In
addition to these grants, the Central Government has from time to time made
grants-in-aid and loans to the Provinces during the last five years. Apart from
the expenditure incurred by the Central and Provincial Governments large
monies were spent out of the Quaid-i-Azam Relief Fund (Rs. 3.29 crores), mainly
for immediate relief of refugees.
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374. Agriculturist refugees have been settled on evacuee land which has
generally been allotted on rental basis, but it is now proposed to give them pro-
prietory rights on the basis of their holdings in India, not exceeding however,
450 acres in any case. Taccavi* loans and maintenance allowances were given
liberally to enable the agriculturist refugees to start new life. It is estimated
that out of 46 lakhs rural refugees 42 lakhs have been settled on a temporary or
permanent basis. The remainder can be settled only with the help of new
irrigation and reclamation schemes like the Thal Project, Lower Sind Barrage,

etc., and their permanent rehabilitation therefore depends upon the progress of
such schemes.

375. The urban refugees have been settled in towns and cities by allotment
of evacuee houses, shops and factories, etc. In their case, apart from housing,
the problem was of finding suitable employment. The Refugee Rehabilitation
Finance Corporation was set up in 1948 with a capital of Rs. 3 crores to help in
starting cottage industries at different centres in order to absorb the artisan
classes and to grant loans (Rs. 1 crore advanced already mainly in the form of
equipment) to individuals and societies for resettlement purposes. The employ-
ment exchanges have also been helping to secure suitable employment for re-
fugees. The number of persons, comprising refugees mostly, registered and
placed in employment, is shown in the following table :

Table No. 69.—Persons registered and placed by Employment Exchanges

No. of No. of

Year persons persons placed

registered in employment
1947 13,615 4,455
1948 15,515 4,952
1949 18,923 5,974
1950 19,256 3,818
1951 21,121 3,126

1952 (January to August) .

Total . 88,430 22,325

(Source : C. S. 0.).

Numerous industrial homes and infirmeries have been established, either directly
by the Government or by public bodies, for maintenance of un-attached women
and orphans. Scholarships and stipends have been given to indigent refugee
students. In East Bengal, two major schemes for rehabilitation of 29,000
agriculturist refugee families and 4,000 non-agriculturist refugee families have
been taken up at a cost of Rs. 66 lakhs and 22 lakhs, respectively.

376. As regards refugees from Kashmir, 27,000 are still living in camps
while others are scattered over Punjab and Azad Kashmir. Efforts are being

made to enable these refugees to earn their living, and substantial expenditure
has already been incurred in this connection.

377. We consider that the permanent rehabilitation of all refugees is an
urgent problem. It is obviously important to resettle persons who have been
uprooted out of their normal environments and vocatiqns and to make them part
and parcel of economic life in Pakistan. Floating population and lack of employ-
ment, create not only acute moral, social and political complications but are a
disturbing source for the entire economy. Therefore, on the one hand, we would
urge all-out efforts to enable refugees to lead a fully useful life, and, on the other
hand we would appeal to the refugees also to help themselves and show anxiety
to make their contribution in the new economic and social conditions.

*Taccavi loans are loans advanced by the Government for assistance to agriculturists in improving land
purchasing cattle, etc.
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CHAPTER VII
REVIEW OF DEVELOPMENT PROGRAMME AND TARGETS

Section 1.—Development expenditure so far

378. Capital expenditure involves the creation of new assets or the Whatis
improvement of existing assets and may thus be considered development. But g:;gg’(ﬁf:j‘;t
all expenditure on capital account is not necessarily ‘development’. On the
other hand, there may be an element of developmental expenditure on revenue
account, particularly where reconstruction or renewal is involved. Most of
the expenditure on agriculture and almost the entire expenditure on education,
health and other items of social development is met by the Provincial Govern-
ments from the revenue account.

379. The following table shows the capifal expenditure on developmental Developmen-
purposes incurred by the Central Government so far. It makes a total of Rs. fie ofP®™"

88 crores. Central
Government.

Table No. 70.—Development expenditure of Central Government on Capital
account.
(In lakhs of rupees.)
. 1951-52 | 195253

1947-48 1948-49 1949-50 1950-51 (revised | (budget
(actual) (actual) (actual) (actual) | estimates)| estimates) |Total
1. Railways* ... —89t 3,15 5,59 3,37 14,34 16,94 42,50
2. Posts and Telegraphs®... 12 21 1,12 82 1,36 2,33 5,96
3. Agricultural improvement and 1 1,02 1,02
research i
4, Irrigation ... 3 10 3 9 14 39
5. Industrial development 3 1,03 51 6,43 10,26 18,26
6. Civil Aviation 5 4 41 26 1,08 1,18 2,65
7. Broadcasting 12 21 16 7 17 | 8 81
8. Civil Works ... 1,29 1,00 2,68 1,69 1,88 2,83 11,37
9. Capital outlay on Federal 30 2,32 2,62
Capital
10. Capital outlay on ports 11 33 44
{1. Misc. government investments... 50 1,52 2,02
Total . 69 4,67 10,72 6,75 26,26 | 38,95 88,04

(Source : Budgets of the Central Government.)
*The figures indicate gross capital expenditure, i.e., they include expenditure from D. R. F.
1For explanation, see footnote under Table No. 49 in para 342 (Chapter VI).
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Junds for 380. During the last three years the Central Government created a number
pment. . . . .
of funds out of surplus revenues, for development purposes. Their list is given

in Table No. 85 (page. 146). They total up to Rs. 50.80 crores (or Rs. 52.30
crores, including the agricultural development grants). .

3%2?3&?&“‘ 381. The expenditure on development incurred by the Provincial Govern-

of Provinces. Mments on capital account is shown in the following tables. It is Rs. 24 crores in
the case of East Bengal, Rs. 49 crores for Punjab, Rs. 20 crores for Sind and
about Rs. 6 crores for N.-W.F.P.

Table No. 71.—Development expenditure of East Bengal Government on Capital
account

{In lakhs of rupees.)

1951-52 1952-53

Items 1947-48 1948-49 1949-:0 1950-51 (revised (budget Total
(actuals) | (actuals) | (actuals) | (actuals) | estimates) | cstimates) ’
1. Irrigation, navigation, embank-
ment and drainage work . 40.00 1,60.00 | 1,40.00
2. Agriculture-development and
research .. 1.26 1.61 1.36 2.70 10.30 29.00 46.23
3. Industrial development 0.06 2.46 3.34 3.09 10.12 1,07.25 | 1,26.32
4. Narayanganj dockyard, etc. .19 420 11.00 15.39
5. Civil Works 18.62 59.12 1,51.18 279.91 6,26.70 8,88.27 | 20,23.80
Total 19.94 63.19 1,55.88 2,85.89 6,91.32 | 11,35.52 | 23,51.74

(Source : Budgets of East Bengal Government.)

Table No. 72.—Development expenditure of Punjab Government on Capital
account .

(In lakhs of rupees.)

1951-52 1952-53
Heads 1947-48 1948-49 1949-50 1950-51 (revised (budget Total
(actuals) | (actuals) | (actuals) | (actuals) | estimates) | estimates)
1. Trrigation Works 76.76 3,04.75 5,11.15 5,34.55 6,52.43 7,08.60 27,88.24
2. Capital outlay on agrlcultural 2.58 24.09 —4.94 154 23.27
schemes.
3. Capital outlay on industrial 18 —.15 —3.50 .16 —0.20 —3.H1
development.
4. Civil Works 3.78 81.89 1,48.68 2,07.45 3,24.10 3,29.28 | 10,95.18
5. Electricity Department ... 52.05 1,13.03 1,56.34 1,60.17 2,29.56 3,07.56 | 10,18.71
Total 1,32.59 5,02.53 839.91 8,93.73 | 12,07.79 13, 4524 | 49,21.69

(Source : Budgets of Punjab Government.)

Table No. 73.—Development expenditure of Sind Government on Capital account
(In lakhs of rupees.)

1951-52 1952-53
Ttems 1947-48 1948-49 1949-50 1950-51 (revised (budget Total
(actuals) | (actuals) | (actuals) | (actuals) | estimates) | estimates)
1. Construction of irrigation & 32.55 75.25 1,69.59 62.63 3,51.37 3,54.37 { 10,28.74
electric works.
2. Agricultural improvement & .20 3.25 4.72 3.35 6.08 17.60
research.
3. Industrial development ... 1,39.00 1,39.00
4. Civil Works 1,05.14 61.39 27.03 26.23 1,99.27 3,12.81 7,31.87
5. PFlectricity schemes 1.37 .67 .55 .66 7.28 1,20.75 1,31.28
Total 1,39.26 1,40.56 2,01.89 89.52 5,61.27 5,64.27 | 20,4849

(ISource : Budgets of Sind Government.)
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Table No. T4.—Development expenditure of N.-W. F. P. Government on Capital
account
(In lakhs of rupees.)

1951-52 1952-53
1947-48 1948-49 1949-50 1950-51 | (revised (budget Total

Items (actuals) ! (actuals) | (actuals) | (actuals) | estimates) | estimates)
1. Irrigation ... 1.28 373 | 7.76 27.68 48.27 88:72
2. Civil Works 7.15 15.09 22:24
3. Industrial development . 5.00 500
4. Flectricity schemes ... 19.31 28.04 7540 80.39 1,50.76 1,79.83 5,33:73
Total 19.13 29.32 79:13 88-15 1,85.59 2,48.19 6,49°69

(Source : Budgets of N.-W.F.P. Government.)

382. A summary of the development expenditure on capital account of the Development

Central and the Provincial Governments is given below :— g’;fgggft‘;re
- . . . . ac t.
Table No. 75.—Development expenditure in Pakistan on Capital account coun

(In lakhs of rupees.)

1951-52 1952-53
Unit 1947-48 1948-49 1949-50 1950-51 (revised (budget Total
(actuals) (actuals) (actuals) (actuals) estimates) | estimates)
1. Centre 69.00 4,76.00 10,72.00 6,75.00 26,26.00 38,95.00 | 88,04.00
2. East Bengal ... 19.94 63.19 1,55.88 2,85.89 691.32 11,3552 | 23,51.74
3. Punjab 1,32.59 5,02.43 §,39.91 8,93.73 12,07.79 13,4524 | 49,21.69
4, Sind 1,39.26 1,40.56 2,01.89 89.52 5,64.27 9,12.99 | 20,48.49
5. N.-W.F.P. ... 19.31 29.32 79.13 88.15 1,85.59 2,48.19 6,49.69
Total 3,80.10 12,11.50 23,48.81 20,32.29 52,74.97 75,36.94 | 187,84.61.

(Source : Budgets of Central and Provincial Governments.)

It will be observed that so far a total expenditure of Rs. 188 crores has been
incurred on development in the public sector. It should be borne in mind that
in all cases the figures for 1951-52 are revised estimates, and for 1952-53 budget
estimates and the latter might not be fully incurred.

383. Similar data in respect of the States is not available. At present little Development
developmental expenditure is incurred in the Baluchistan States Union (com- g’;"s’i‘;‘t‘égure
prising Kalat, Kharan, Makran and Lasbela) or in the Frontier States (Swat, '
Dir, Chitral and Amb). Khairpur State incurs some expenditure on irrigation &
industries, but details are not available. Figures in respect of Bahawalpur are
given below.

Table No. 76.—Development expenditure in Bahawalpur State on Capital account
(In lakhs of rupess.)

Heads ‘ 1947-48 ‘ 1948-49 1949-50 | 195051 1951-52 1952-53 Total

1. Irrigation ... ... o) 833 972 1983 | 3788
2. Commercial undertakings ... 34-19 23-85 10.86 15°73 733 15-00 106.96
3. Social uplift 3500 35-00
4. Electrification schemes 0.82 7.36 13:10 21-28
Total 42°52 2385 10°86 16°55 2441 82.93 201-12

(Source : Budgets of Bahawalpur State).

384. It is almost impossible to make an assessment of the investment made private
by private enterprise for developmental purposes. Figures of investment in inv.esgnent
joint, stock companies-have been given in Table No. 44 (page 108). The paid-up =~ ustry.
capital in the field of industry amounts to Rs. 21 crores, but there is substantial
private investment otherwise.
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385. The total expenditure during the last five years and a half on develop-
ment may be roughly put at Rs. 250 crores, taking into account the Governmen-
tal expenditure on capital account by the Centre (Rs. 90 crores) the Pro-
vinces (Rs. 100 crores) and the States (Rs. 3 crores) and private joint-stock invest-
ment in the field of industry (Rs. 21 crores), and making an allowance for Govern-
mental expenditure incurred on revenue account and private investment made
otherwise than through joint stock companies. This gives an average of Rs. 45
crores a year, which is roughly 3 per cent of the national income.

386. An estimate of the expenditure incurred by the Government (Central
and Provincial) on Centrally-approved development projects as such has been
made in Section 2 and excluding the agricultural grant schemes, it works to
Rs. 99 crores up to the end of March 1953. A summary is given below :—

Table No. 77.—Expenditure on approved projects of Central and Provincial

Governments
(In lakhs of rupees.)

Number Expenditure | Estimated
of Total incurred _| expenditure

approved cost upto during

projects 31-3-52 1952-53
1. Centre 56 1,06,91 17,91 15,76
2. East Bengal 32 41,26 1,25 7,27
3. Punjab 16 89,61 32,01 10,35
4. Sind 8 32,38 3,96 6,44
5. N.-W. F. P. 10 24,57 1,47 1,61
6. Baluchistan 26 2,09 80 55
Total 148 2,96,82 57,40 41,98

(Source : Ministry of Economic Affairs).

A break up by sectors of development is shown in the following table :—

Table No. 78.—Expenditure on approved projects by sectors of development

(In lakhs of rupees.)

Expenditure | Estimated
Sector Total upto expenditure

cost 31-3-52 during

1952-53
1. Agriculture and irrigation 80,85 28,34 13,77
2. Power 90,84 6,85 10,67
3. Industry 42,69 6,13 8,54
4. Communications 69,69 15,77 5,15
5. Other Sectors 12,75 31 3,86
Total 2,96,82 57,40 41,99

(Source : Ministry of Economic Affairs).

However, these figures do not cover all development projects, e.g., projects
which did not require to be referred for approval to the Central Government
or projects which the Provincial Governments could finance out of their own

resoyrees.
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Section 2—Commitments on development financed by Government

387. A comprehensive list of the'development prajects, Central and Provin- Approved
cial, which were approved by the Central Government until the end of Septem- g:gf;;gfm‘
ber 1952, is given in Appendix No. 23. It must be repeated that this list does
not cover all development projects. The rules of procedure of the Central .
Planning Commission require that all schemgs. .involving a cost of Rs. 5 lakh |
non-recurring (or Rs. 1 lakh recurring) shoufd' be submitted to i for prior ggjt
approval. Although information about the smaller schemes, which may be
approved otherwise i.e., directly in consultation with the Central Ministry of
Finance|Provincial Finance Department, is also required to be sent, actually
the Central Ministries|Provincial Governments do not submit it: The rules
have been finalised only recently and most of the offices are not fully aware of
them. Besides, the Planning Commission came into being only in January
1951. Prior to that a Development Board existed to which all schemes involv- .
ing a cost of Rs. 50,000 non-recurring (or Rs. 10,000 recurring) were required
to be submitted for purposes of co-ordination. The Provincial Governments
seldom submitted any scheme to it which they could finance out of their own
resources. We have beeh told that; notwithstanding the existence of the De-
velopoment Board or the Planning Commission, in many eases the Government
gave direct approval to development schemes. The result of all these factors
is that no comprehensive statement of development projects taken up so far,
could be made available. Elsewhere' (para. 493": page. 173)' we-have emphasised
the importance of observing strictly ‘the prdcedure laid down for approval” of

development schemes.

388. We have reviewed the individual projects and allotted three degrees Outstanding
of priority, A, B or C (vide list in Appendix No. 23). In giving these priorities, 23";’;‘;?;‘3;‘55

we have kept the following considerations in view : projects,

(a) The highest priority should be given to projects of agricultural,
power and industrial development. Schemes for technical training
of personnel in varjous fields should also receive high priority.

(b) Projects for which foreign aid has been received or anticipated should
come next.

(c) In the case of other projects, our view is that priority should be given
to schemes which.meet an urgent need, or are highly productive on
short-term basis, with due regard to foreign earnings.

As most; of the appraved projects, are already under execution, it has not been
possible for us to restrict category ‘ A’ projects to a smaller number, through we
wauld have-liked to do so, on.considerations of economy and relative importarice.
Reasons for giving low priorities have beén indicated in the Appendix.  Disre-
garding the projeets which have been completed or which have been given pf'io-
rity lower than. A, as also the projects which should be taken up by private enter-
prise, an estimate of commitments, both in respect of Central and Provincial pro-
jects, is given below. It has not been possible to secure up to date or authentic
figures and the following table is based on approximations in many cases. Details
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of State Government projects are not available : they are financed by those
Governments independently.

, i
- Table No. 719.—Commitments on development projects by units
i ' ! (In 1aKhs -of rupees.)

T

Agricul- .
ture - Power: | Industry | .Commt- Other Total
irrizg‘tii b’; S nicationsi S(j(,;toi )
1 = . - “*- — - N
1. Centre 5,07 2324 26,02 , 3023 7,94 [ 71,58
2. East Béngal ... 2,25 22,02 7,28 1,12 32,67
3. Punjab ... 5,64 26,40 32,04
4, Sind . 18,23 1,23 75 1,77 o 21,98
5. N.W.E.P. .. 6 21,57 o 21,63
6. Baluchistan 61 61
Total ... 31,86 73,54 26,77 39,28 9,06 | 180,51
(Source : Ministry of Economic Affairs).
Dsvelop- 389. The expenditure on development has been met mainly out of public

toeptsoans borrowings. The Provincial Governments did not float, until recently*, any
loans themselves and obtained funds on ldan from the Central Government to
supplement their resources. The allocation and utilisation of development
loans by the Provincial Governments is indicated below :

Table No. 80.—Allocation and drawal of Development Loans

(In lakhs of rupees.)

1948-49 1949-50 1950-51 ) 1951-52 Total 1952-53
Province
alloca- | drawal | alloca- | drawal | alloca- | drawal | alloca- | drawal | alloca- | drawal | Alloca-
tion tion tion’ tion tion * tion

~
1. Bast Ben-| 4,00 4,21 1,00 2,50 2,50 | 1500} | 2,50 3,90
.2 Pgl?l'll:iab | 500 5,00 5,25 5,25 4,00 4,00 4,50 450 | 21,651 18,75 2,90
3.8ind .. L75 ‘ 1,75 35 1,50 5,30 35 30
4. N. W. F. 52 52 | 90 40 75 75 1L,50) 1,50 4,57 3,17 90
Tlc),}al | 127 52| 1036 565| 750 510 10,00| 850°| 46,52 | 24,77 l .8,00
¢ . o

(Source : Ministry of Economic Affairs).

v {

Apart from these development loans, the Central Government have also been
giving grants for agricultural development, social uplift and refugee rehabilita-
tion details of which are given elsewhere.

"* Vidé Table No. 104 (page 163).
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390. In the course of review. of development prqjecfs and the expenditure peyelopment
incurred by various Provincial Governments, we have been struck by the slow-":ﬂEaSt Ben-
progress in Fast Bengal. We would recommend thdt the Central Government ™~
should help the East Bengal ‘Government to resolve stheir -'technical and adminis-

trative difficulties and give greater guidance and assistance to them in the matter

of planning and implementation of development schemes. -

391. Since 1949-50,..the Central Government has been setting aside each aCenitralltuml
year Rs. 50 lakhs (Rs. 1 ctére in the first year); for the purpose of giving grants deveiopment
to Provinces for schemes of agricultural development. Only part of the ex-srants.
penditure incurred during the year, on approved schemes, is covered by the
Central grants. The balance has to be found by the Provincial. Governments
from their own resources and there is no commitment on the part of the Central
Government for expenditure in future years, if any. Out of Rs. 2.5 crores
provided so far, grants have been authorised to the extent of Rs. 1.65 crores (East
Bengal—72 lakhs, Punjab—36 lakhs, Sind—35 lakhs and N.-W.F:P.—22 lakhs).

A Dbalance of Rs. 85 lakhs is available for further allocation. An idea of the total
cost involved in these schemes is given below :—

Table No. 81.—Provincial schemes of agricultural development partly financed
through Central grants.

(In lakhs of rupees.)

Province No. of Total

schemes cost
1. East Bengal ... 34 15,58
2. Punjab 8 18,37
3. N.-W.E.P. 18 3,41
4, Sind 10 1,92
Total 70 37,28

(Source : Ministry of Agriculture).

It has not been possible to obtain an estimate of outstanding commitments on
these schemes. Their details are, however, given in Appendix No. 24.

392. When the Six-Year Plan was originally drawn up in September 1950 Commitment
(c.f. Appendix No. 21), the approach was rather conservative. Besides, until Bgicatednot
then the process of planning was not well-advanced and the Plan was prepared
rather hurriedly. Subsequently, many inadequacies, and omissions were dis-
covered and had to be provided for. An-expert committee of officials (known
as the Supply’ Committee) submitted a Two-Year Priority Programme in Feb-
ruary 1951 (details given in Appendix No. 22) which incidentally supplemented
the original Plan in a number of ways. From time to time, more schemes have
been added and the process is not yet complete. The Central Planning Com-
mission has set up a number of Sub-Commissions for different sectors: of de-
velopment and they have been charged with the task of reviewing, -on a com-
prehensive- basis, the resources available and the requirements which should be
met, in the fields allotted to them and to prepare detailed schemes. They have
not yet completed their task and a revised assessment of total requirements for
the remaining period of the Plan is not yet possible. The provision
for power has been increased already to almost double the original figure.
Certain further additions will be evidently necessary e.g., for railways (the
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Estimated
dvelopment
expenditurs
during the
pext five
years.

National in-
come.

How to in-
crease na-
tional in-
come.

existing provision-would ¢over only three yéars period), roads: fthe.raté of actual
expenditure is much higher than originally envisaged); :shipping; civil aviation
and inland water transpont (no-provision was made for these three fields in the
original Plan), the Village Aid Programme (this was not envisaged when the
Plan was prepared), etc. The need for increased food production will call for
much larger outlay. Social development will also require much greater ek-
penditure than has been provided for.

[

393. It might be assumed that a minimum of Rs. 300 crores will be needed
during the next five years, for expenditure on development projects in the public
sector i.e., Rs. 60 crores per year. It might further be assumed that the Provin-
cial Governments will be able to find Rs. 40 crores a year from their own re-
sources, which would leave Rs. 50 crores a year to be found by the Central
Government-for expenditure in their own sphere -and for. loans etc., to the
Provincial Governments. It is difficult to make an assessment of the external
expenditure involved and the foreign exchange thus required. It ranges be-
tween 20% or less in the case of agricultural projects and 50% or more in the
case of thermal stations. Very roughly, 33% might be adopted-as a workable
basis. It would thus be necessary to find Rs. 20 crores (33% of Rs. 60 crores) of
foreign exchange every year for development programme undertaken by the
Government. ’

Section 3.—Total investment required

394, We may now consider the problem from another angle i.e., the total
capital outlay which ought to be made in order to improve the standards of
living appreciably and afford a reasonable level of employment. The total
national income of Pakistan roughly estimated for 1948-49 is'Rs. 1691 crores (vide
Appendix No. 3) which gives a per capita income of Rs. 230 for the year. By
far the largest portion of the national income is contributed by agriculture viz,,
Rs. 1171 crores or 69 per cent. and the present income from industry is
negligible. The following. table gives comparative figures of components of
national income of some countries.

Table No. 82.—National income of some countries by component settors
{In percentages of total)

Manufac- I Transport
Year Agriculture | turing and Trade and Com- Govt. Othefs

Construction munication

.Y ' .,
1 Pakistan 1948-49 69.2 0.3 8.7 1.0 3.2 17.6
2 Denmark ...1 1950 21.9 35.5 15.3 8.8 7.4 |, 114
3 Egypt 1945 44.4 11.1 10.2 3.1 6.4, 24.8
4 Finland .1 1949 29.3 39.3 13.1 6.3 8.5 3.5
5 France 1949 15.8 39.6 12.1 9.4 11.3 11.8
6 India 1948 47.5 17.2 18.9 5.3 11.1
7 Ireland - 1950 30.5 25.3 20:6 7.4 16.2
8 Ttaly 1950 29.5 3351 , 102 8.0 10.3 8.5
9 Japan 1949 28.4 322 14.0 8.3 47 124
10 Kenya 1949 42.6 15.2 18.2 8.0 8.5 7.5
4

(Source : C. §8.°0.).

395. No improvement will result in the standards of living unless the
national income is increased substantially. This can be done in one of three
ways :—

‘ (a) improvement in real output per head in various sectors of economy,
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(b) transfer of labour from the less productive to the more productive
sectors, and

(¢) exploitation of new resources in order to .create employment.

In Pakistan,'we must make an effort in all the three directions, as we have a very

long way to go. Figures of per capita national income of some 'developed and
under-developed. countries are given below.

“)d’
Table No.:83.—Per capita national income of some cousitries’in 1949

National by
income Population Per capita
Country (in millions of U. S.| (i1 millions) income
dollars)
1. Pakistan (1948-1949) 51,134 76 69
2. Afghanistan .- wer 600 12 53
3. Burma ... 612 17 36
4. Ceylon ... . 487 } 7 67
5. Chile 1,070 6 187
6. Colombia ... . 1,456 11 132
7. Ecuador ... 134 3 40
8. Egypt 1,989 20 100
9. France ... 19,857 41 482
10, India e 19,572 346 57
1. JIndonesia ... 2,000 79 25
2. Iran 1 450 17 -85
13. Iraq "424 1 4 85
14. Lebanon ... 155 1 125
15. Mexico ... e .- 2,960 24 121
16.. Philippines 850 19 44
17. Saudi Arabia 240. 6 40
18. THailand ... 650 18 36
19. Turkey ... 2,452 20 125
20. U.K. .. 38,922 | 50 773
21. U.S.A. .. e 216, 831 149 1,453

1

(Source : C.S.0.)

396. We have already recommended measures for increasing agricultural Ig’ggft’l‘(’f:;fm
yields per acre which will help in direction (a) above. We have also recom- jncome in
mended the extension of cultivation to new lands and reclamation of lands gone gthef count-
out of yse, as also the establishment of new industries, which will help in direction
(c) above. It appears, however, that the qulckest improvement in national
income can be achieved in direction (b) above wviz., transfer of labour from the
less productive to the more productive sector. = Most of our, labour force is
employed on uneconomic agricultural holdings and is grossly under-employed
but at the same time there is plently of labour available for industrial employ-
ment. The process of increasing per capita national income is difficult and slow
and ih recent hlstory only Japan has been able ta make a.substantial progress
(from 106 units in 1915 to 357 in 1936). In Japan there was a rapid movement
of population from primary production and an extensive development of
-secondary industry. ¢ {

t 397. On the other hand, the fact has to be faced that in normal conditions the Amount of
rate of absorption ‘in industry cannot be high. Except in Japan and in Russia, it inves.‘rmgf;‘
has not increased anywhere beyond 2 to 3 per cent. per annum of the labour force absorb
employed in industry. In Pakistan, the non-agricultural iabour force is 65 lakhs labour force.
and the maximum increase in normal circumstances will therefore be 2 lakhs.

We might aim at putting into non-agricultural employment the entire annual
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increase in labour fdfce which, is assessed at 3 lakhs. It has been estimated by
Mr. Colin Clark that new capital investment of Rs. 4 will raise. real national
income by Re. 1 per ahnumi The national income in Pakistan in 1948-49 was
Rs. 775 per person in the labour force. Mr. Colin Clark has therefore assessed
roughly that a capital of 4 times of Rs, 775 or a little over Rs. 3,000 will be re-
quired to place each additional person in employment. Accordingly, to increase
the labour force by 3 lakhs a year an additional capital of Rs. 90 crores per year
will be needed. However, if inditect and incidental eriployment is also taken
into account,"frough‘ly at ‘the sarr:llé); gure as direct employment, then the direct
investment réquired to absorb 3 lakh persons will be about Rs. 45 crores per year.
In order to reduce existing under-employment and secure an effective rise in the
national income per capita, the total investment should be appreciably higher.
T

Seéction 4.—Review of targets

398. The Six-Year Development Plan (July 1951—June 1957) did not lay
down targets for all sectors or all the different aspects of those sectors. In some
cases, simply lump provisions were indicated and in some other cases only the
individual schemes to be .executed were mentioned. A review is made of the
important items : S 73

Agriculture :

399. It has not been possible to obtain an appreciation of the improvement
effected in agricultural production since the Six-Year Plan was prepared, but in
the case of food-grains, a shortage has developed and a revised target of 32 lakh
tons for cereals only has been suggested. We do not consider this ta¥get “is
impracticable provided careful planning is done and the various measuresirecom-
mended in Chapter IV are pursued vigorously. As no agricultural crop except
jute is regulated under the law, it is difficult to ensure that the new or existing
cultivable areas are not used exeessively for non-food crops. The best way to
encourage production of food-grains in existing circumstances is to give official-:
patronage to it and adjust the various Government levies in favour of food crops.
We have already recommended that this should be done and have also indicated
the ideal priorities within agriculture.

400. Milk and milk products are essential components of food. The existing
consumption is so low that the targets based on normal consumption standards
(e.g., 10 oz., per head per day of milk) cannot be thought of yet. We can only
recommend that the production of milk, butter, ghee, etc., should be expanded
as much as possible, and for this puipose dairying should be popularised and
improved. For the same reason, the production of oil-seeds (and conversion into
vegetable oil) ngeds to be enlarged, but not at the expense of foodgrains.

401. Meat, eggs and fish are important foods. The development of cattle,
sheep, poultry and fisheries must therefore claim adequate attention. This has
assumed an urgency of late as the rate of killing cattle to meet the requirements
of meat seems to outpace their growth. A balanced growth of animal population
should be aimed at, consonant with the fodder resources of the country, giving
priority to draught and milch cattle.

402. Of non-food crops, the most imp'értant are jute and cotton. The produc:
tion of jute envisaged in the Six-Year Plan by 1957, viz., 66 lakh bales, has
already been exceeded as the production this year was 68 lakh bales. The pro-
duction target should be restricted to the internal consumption plus the external
demand. The latter factor is uncertain and depends largely on the price of jute.
If the price is low, the Indian production will go down as it will not be then

142



economical to grow jute in India and she will prefer to buy jute from Pakistan.
The demand in other countries is also stimulated by lower prices as substitutes
go out of favour, comparatively.. As far as we can foresee the local consumption
by 'the end of 1957 will be 10 lakh bales and the external demand will be,around
50 lakh béles Productlon should therefore be 60 lakh bales,in normal years.

bales) from the last year and the bumper crop of this year (68 lakh bales). Out
of the total 85 lakh bales, it should be poss1b to export 57 lakh pales this year
‘and corisume locally 3 lakh bales. A carry o er of 5 lakh bales would.be needed.

./20cord1ngly, the next year’s crop should be ]\{nmted to 60 minus 25, plus 5 or 40

lakh bales

403. The production of cotton env1saged in the Six-Year Plan by 1957, viz., cotton.
15 lakh bales, has also been exceeded already, as the estimated productlon for
1952-53 crop is 173 lakh bales. As a general proposition, the production target
should be equal to the local consumption from year to year plus exports at the
level of 14 lakh bales. This will help to sustain our foreign exchange earnings,
but extension of cotton cultivation should not be -at the expense of foodgrains
while the food shortage exists. -

404. Both for indigenous cigarette industry and for purposes of export, the Tobacco.
_production of superior quality tobacco should be increased. The target must
depend on our ability to export and, as recommended earlier, overseas ‘market
should be developed.

405. The laying .down of targets in other agricultural commodities is neither Other com-
important nor feasible. Increased production of sugarcane has to be related to ™odities:
the sugar manufacturing capacity, but rather than divert any part of existing
arablerland to its cultivation, new lands should be put under this crop. The acre-
age of tea is regulated by the International Tea Agreement. The productlon of
fruit should be expanded both for local consumption and export, mainly in Balu-
chistan and the Frontier Regions. High targets for the plantation of trees should
be prescribed for each Province, State, etc.

Industry :

406. In the industrial sector, apart from the targets included in the Six-Year Jute
Plan, certain targets have been adopted by the Industrial Advisory Council. The Manufac-
target for jute industry in the Six-Year Plan was 6 ,000 looms. We consider that
this should be increased by 1,500 looms which could be procured during 1955 pro-
vided orders arg placed by the end of 1953. We must add that the productive
capacity should be utilised fully and the jute looms should be worked to three
shifts.

407. The target for cotton textile in the Six-Year Plan is 10 lakh spindles. Cotton
This has already been exceeded and it may not be necessary to further increase textiles.
it .before 1957. However, an additional spinning mill of 25,000 spindles should
be set up in East Bengal to assist the handloom industry. As we have suggested
earlier not less than 25% of the effective spindles of each mill should be left un-
covered by looms. Although the Textile Advisory Committee of the Council of
Industries has suggested a target of 20 lakh spindles by 1957y we do not endorse
it in view of our limited financial resources, which are required in other fields.also
and the'lack of:purchasing power of ﬁmshed goods in the country. With the
total of 13,57,020 sp1nd1es and 22,806 looms -(vide Table No. 45, page 109) which
are expected to be in operation by 1955, the indigenous productlon on full work-
ing capacity basis will be 5,13,100 bales of cloth and 4,36,800 bales of surplus yarn.
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Together with the production of handlooms, this will provide 16 yards per capita*
and this should suffice for the present. Except for a small quota, if possible, of
fine and superfine cloth, no imports should be necessary at all. The ‘productive
capacity of mills should be utilised fully and three shifts should be worked. We
do not recommend .any further increase in the number of handlooms beyond the
existing 5 lakhs which, however, should be utilised more fully. As far as possi-
ble, they should be graduaHy replaced by power-looms.

Wopllen 4, 408. Fqrwoollen textiles, thigtarget indicated in the Six-Year Plan is 20,000

textilss.~ worsted spi djeb and 24,000 spmdles for hosiery and carpets, over and above the
capacity iniJune 1951. These targefs shquld be retained. In view of the
capacity of mills already being. set up, no further authorisation would appear

necessary. )

Vegetable 409. The target for oil crushing capacity in the Six-Year Plan is an additional

oil. capacity of 200,000 tons. This may be retained, but development should bhe left
entirely to private enterprise which appears forthcoming.

Sugar. 410. The target in the Six-Year Plan for sugar manufacturing capacity is

100,000 tons, over and above the capacity in June 1951. We have considered the
points for and against increasing production of sugar and have come to the con-
clusion that sugar is an essential food requirement, and in order to save foreign
exchange expenditure (almost Rs. 9 crores at présent), additional capacity should
be developed. However, the target by 1957 should be reduced to an additional
capacity of 60,000 tons in view of other pressing requirements and the time
needed for the development of sugar-cane plantations. The Iocation of new units
should be decided upon after careful examination of the suitability of climatic
conditions and availability of land for new sugar-cane farms, both in Weét -and
East Pakistan. -

Paper. 411. No paper, straw-board or card-board factories, other than already
authorised, need be allowed. However, thé possibility of producing newsprint
out of gewar soft wood, which is found in the Sunderbans in East Bengal, should
be explored.

Fertiliser 412. The target in the Six-Year Plan of 80,000 tons of ammonium sulphate,

production. may be reduced for the present to 50,000 tons on praetical considerations.
However, as suggested earlier, the productlon of super phosphate fertilisers
should be explored.

Engineering 413. The Six-year Plan made no provision for engineering industry, which is
industry. g serious omission. The steel re-rolling capacity, approved on the recommenda-
tions of the U. S. Steel Mission and the Supply Committee should be developed.
A dry dock at Karachi and shp-ways at Narayanganj have been sanctioned
already. High priority should be given to all well-planned engineering industries.

Other sectors : .

Other 414. We have no particular comments to make apart from what we have
Ssctors. said in Chapter VL

™ —
Normal  Full capacity
working workldg-

-

*The analysis would be (figures in lak

Productian of cloth by textile mxlls (22 806 looms)—yards ... 5,130 7,697 g
Production of surplus yarn—Ibs. ... e v 1,346 1,747 3
309 deduction for othér uses 6f yarn—Ibs. © e 404 524 N
Nett yarn available for handloom—Ibs, » 942 1,223 !
Conversion of yarn into cloth by handlooms—yards 3,768, ' 4,892 ~
(at 4 yards cloth per Ib. of yarn).
~ 13
Total supplies of cloth—yards ... 8,898 12,598

Per capita consumption of cloth (Population 800 lakhs) ... Nlyards. About 16 yards,
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CHAPTER VIII
FINANCIAL RESOURCES

Section 1.—Present ‘position

415. We must now take stock of our fihancial resources and try to see what Internal
are the prospects of finding money for development required in agriculture, ?;%ﬁi‘é‘e‘s
industry and other sectors. The prospects regarding foreign exchange have
been indicated in Chapter III (Section 4). An assessment of the internal

financial resources may now be made.
416. The following table summarises the revenue budgets of the Central Revenue

. .y . . budgets of
Government since the Partition (including the part year 1947-48*) : Central
Government,

Table No. 84.—Budgetary position of Central Government—Revenue account
(In lakhs of rupees.)

' 1947-48* 1948-49 1949-50 1950-51 1951-52 {953-53

(actuals) (actuals) (actuals) (actuals) (revised (budget

estimates) estlmates)

Receipts ... 19,89 66,76 88,58 127,72 140,56 124,87
Expenditure ... 23,60 64,70 85,32 124,75 139,90 | 124,51
Balance ... =371 | Br2,06 +3,26 +2,97 +66. 36

(Source : Budgets of the Central Government).

. 417. All the budgets presented so far have shown surpluses on revenue Analysis
account, except 1947-48, which was not a period of normal activity. It will Jhdtee™™
be observed that the revenues have been steadily increasing and were

in 1951-52 more than double of 1948-49. The remarkable improvement in
1950-51 over 1949-50 (almost 50 per cent.) was mainly due to conditions
arising out of the Korean War, though the much smaller U. S. cotton crop of 1950,
which helped the sale of our cotton. on even more favourable terms, was

also an important factor. The bulk—more than 50 per cent—of the Central
revenues comes from customs duties. These were directly affected by the
increase in demand and prices of our exportable commodities: Not only more
goods were exported but export duties were also increased. The improved
foreign exchange position in consequence led to increased imports and higher
revenue from import duties. The revenue from other sources, viz., income tax,

sales tax and'excise duties also increased due to the general rise 1n economig
activity. Although the full force of the Korean influence was reflected in the
1950-51 budget, the favourable position continued in Pakistan during 1951-52.

The outlook at the time of presentation of 1952-53 budget was still optimistic,

but the recession, which had shown its signs towards the end of the financial year
1951-52, rapidly gathered momentum thereafter ‘and has since resulted in
changing the favourable picture shown in the budget estimates for 1952-53.

* The period covered is 14th August 1947 (the'date of the Partition) to 31st March 1948.
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Funds 418. The increased revenues during the easy years were partly utilised to

- created from

revenue meet the increased current expenditure and partly set aside in the shape of

surpluses.  funds mainly for developmental purposes.
of the general cash balances, they represent a commitment of the Central Govern-
ment to provide the amounts specified for the purposes indicated (vide table
below). Substantial expenditure has been incurred already out of funds nos.

1, 2 and 5.

Table No. 85.—Funds created from Revenue surpluses

(In Jakhs of rupees.).

g

1950-51

1951-52

1952-53

Although these funds form part

Name of .Fund {actualsy (revised (budget Total
estimates) estimates) .

Developmental Funds:
1. Social uplift fund and grants 7,00 11,00 18,00
2. ‘Economic development 13,00 3,50 16,50
3. Development of agriculture . 500 5,00
4. Roads of national importance 5,00 . 5,00
5. Refugees rehabilitation 3,00 2,00 5,00
6. Promotion of cottage industry 1,00 1,00
7. Overseas scholarships ... . 30 30
Total 23,00 22,50 530 [. .- 50,80*

Other Funds :

8, Aircraft factory, tank and heavy gun manufacture 5,00 2,50 7,50
9. Civil defence ... . 1,00 1,00
10. Closer inter-Provincial contacts'... . 50 50
Total 5,00 3,50 50 9,00
Grand Total 28,00 26,00 5,86 59,80

(Source : Budgets of the Central Government).

Prospects for
1952-53 &

419. The fall in the demand and prices of our primary goods, which was first

fature years. reflected in export figures towards the end of the financial year 1951-52, has con-
" tinued. The revenue from export duties has decreased. Similar decrease in

the revenue from import duties has not yet occurred because the full effect of

not yet shown itself in the volume of
imports. A contributory reason' is the higher import duty levied on cotton tex-

the restrictive measures adopted has -

tiles from 9th July 1952. But for the year as a whole, some shortfall in receipts

from customs duties is certain.

*In addition, a total of Rs. 250 lakhs has been provided by the Central Government (though not from Revenue

surpluses) as non-lapsable Agricultural Development Grants: (1949-50— Rs. 100 lakhs; 1950-51—Rs. 50 lakhs;

1951-52—Rs, 50 lakhs and 1952-53—Rs. 50 lakhs). If these grants aretaken into account, a total of Rs. 53,30 has

been setaside in the form of special funds for developmental purposes.
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Table No. 86.—Monthly gross receipts from customs duties:

(In lakhs of rupees.)

Import duties Export duties
1951-52 1952-53 1951-52 1952-53
April 330.78 468.95 250.99 184.87
May 395.19 417.37 420.70 280.26
June 360.47 289.51 222.01 66.48
July 420.79 514.14 182.40 220.56
August ... 464.71 574.32 189.23 220.37
September ... 396.67 429.39 154.63 82.58
October ... 431.85 434.77 272.02 231.19
November 406.93 285.44
December 378.44 335.35
January ... 995.80 503.05
February ... 537.94 322.01
March ee 418.49 517.48
Total for the period covered ... 5538.06 3128.45 3655.31 1286.31

(Source: C.B.R.)

The revenue from sales tax will also be affected though income tax receipts
may not show an immediate fall. On the whole, the total reve-
nues for 1952-53 are likely to be in the neighbourhood of Rs. 115 crores. On
the other hand, expenditure has continued at the same rate. There would also
be losses on account of the operation of the price support schemes of jute and
cotton, in consequence of the continuance of relatively high export duties on
them. The financial year 1952-53 is therefore expected to end with a deficit on
revenue account. For the succeeding years, when the effect of various factors
-mentioned above will be more accentuated, the figure for revenue, on the existing
basis of taxation, will probably be Rs. 90 crores only.

420. A few words might be said about the financial position of the Provincial Revenue

2 . N . . bud ets
Governments. The budgetary p051.t10n since the Partition is summarised ;3§ vindjal
below : Govern-
ments.

Table No. 87.—Budgetary position of Provincial Governments.

(In lakhs of rupees.).

1947-48* 1948-49 1949-50 1950-51 | 1951-52 1952-53
Province (actuals) (actuals) (actuals) (actuals) (revised) (budget
estimates) | estimates)
East Bengal—
Revenue +9,72 16,86 14,42 17,60 19,45 ’ 28,49
Expenditure ... +8,84 16,00 17,10 18,24 23,55 29,19
Balance +88 +86 —2,68 —64 —4,10 —70
Punjab—
Revenue 6,57 17,21 19,50 22,18 25,56 23,75
Expenditure ... 10,88 19,43 18,31 20,50 23,73 24,10
Balance —4,31 —2,22 +1,19 +1,68 +1,83 —35
Sind—
Revenue 8,23 7,62 7,19 . 8,30 8,51 9,32
Expenditure ... Ve 9,52 8,25 8,08 -+ 8,33 9,26 9,17
Balance —1,29 —63 —89 -3 —75 +15
N.-W, F. P.
Revenue 3,36 3,20 3,31 4,20 4,80 6,03
Expenditure ... 3,66 3,41 3,77 4,43 5,09 5,71
Balance —30 —21 —46 —23 —29 +32

(Source : Budgets of the Provincial Governments).

* In the case of East Bengal and Punjab, these figures relate to the period 14th August 1947 to 31st March 1948.
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The share of Provincial Governments in items of revenue collected by the
Central Government, e.g., income tax, sales tax, jute export duty, etc., will be
affected, but generally the revenue resources of Provincial Governments are
much less susceptible to world factors. Consequent upon the Raisman Award
which reallocated revenues between the Centre and the Provinces, the latter
have gained substantially at the expense of the former. The main features of
the Award which come into force from the financial year 1952-53, and resulted
in a transfer of Rs. 6.5 crores to the Provinces, are :— ’

(a) 50% of. the net proceeds of income tax in the Provinces should be
reassigned to the Provinces.

(b) The administration of sales tax should remain with the Central Gov-
ernment and 50% of the proceeds in the Provinces should continue to
be assigned to them, collections at Karachi being also divisible
amongst West Pakistan Provinces.

(¢) 50% of the net proceeds of Central excise duties on tobacco, betel-
nuts and tea should be assigned to the Provinces.

(d) The additional duty on jute should be merged into the basic export
duty and 623% of the net proceeds should be assigned to Fast Bengal
without an upper limit. If any further increase in duty is made, 10%
of the net proceeds thereof should be assigned to East Bengal.

(e) The subvention to N.-W. F. P. should be increased from Rs. 100 lakhs
to Rs. 125 lakhs a year, and a subvention should be given to Baluchis-
tan, when it is made into a Governor’s Province, in order to cover the

estimated deficit.

Capital ex- 421. The following table shows the rate of capital expenditure of the Central

enditure of
gemm Gov- Government :

ernment.
Table No. 88 —Capital expenditure of Central Government.
(In lakhs of rupees.)
: | | Payments made—h
Expenditure met ¥y ;
Year Gross out of special Net capital fg:nesxltrigﬁl rg elgai;y
expenditure Funds expenditure previous column
1947-48 ... 3,07 3,07 —
1948-49 .. 36,12 36,12 10,39 (1)
1949-50 ... 86,18 1,00 85.18 54,00 (2)
1950-51 ... 26,76 1,07 25,69 | 20,75 (3)
195152 (revised estimates) 79,20 13,69 65,51 | 37,50 (4)
1952-53 (budget estimatcs) ) 69,83 13,47 56,36 l
(Source : Budgets of the Central Government.)
Fingtglcing of 422. This expenditure has been met out of revenue surpluses. and borrow-
api - . . . . . .
benditire. ings.  The latter (public loans and other savings) are discussed in Section 5

(page. 161). It was also met partly by drawing down the cash balances which
were received as Pakistan’s share at the time of the Partition. The following
table summarises the position of receipts and disbursements over the entire
period, 15th August 1947 to 31st March 1952.

(1) Payment made to the U. K. Government for the purchase of sterling pension annuities.

¢2) & (3) Payments made to the SBP for shortfall in its reserves due to the devaluation of sterling and Indian currencies.

(4) Payment made for subscription due to the I.M.F. (31,60) and the Tnternational Bank for Reconstruction and Deve-
Jopment (5,90) in the form of non-interest bearing non-negotiable notes.
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Table No. 89.—Receipts and disbursements of Central Government (15th August
1947 to 31st March 1952).

(In lakhs of rupees.)
Receipts Disbursements
1. \Cash balance received by Pakisian on \
Partition e T 70,05 | 1. Loans and Advances : *
2. Accumulated revenue surpluses 3 6,16 (i) Loans to, Provincial Govts. e | 51,02
(ii) Miscellaneous loans to States;
Government servants, and bther
bodies, etc. ... . 2,48
s 53,50
2. Capital Expenditure not met from
Revenue:
3. Public Debt—
Railways 15,84
(i) Permanent debt (net) 95,15
Posts and Telegraphs 3,23
(ii) Floating debt (net)* 1,21,09
Defence 47,01
@7ii) Unfunded debt (net) ... 4,22
. Civil Aviation ... 1,64
2,20,46 Broadcasting 80
Currency and Mint* 1,13,71
4. Received from India for— Civil Works 8,51
(i) Establishment of Ordnance Facto- Printing presses ... 88
ries (1948-49) ... 2,47
Schemes of state trading ... 11,65
(ii) Pakistan’s share of expenditure on
Joint Defence Council (1948-49) ... 3,00 Grants to Provincial Governments
for development 2,65
(iif) Contribution to the I.M.F. (1950-51) 1,82
—_— Industrial development ... 1,84
7,29
5. Payment by H.M.G.in respect of re- Miscellaneons ... 10,93
‘coverable Warexpenditure (1948-49) ... 11,93
2,18,69
6. Deposits and Advances & Remitiances .., 15,35
. 3. Closing balance ... 59,05
Total . 3,31,24 Total . 3,31,24
|
| i i
| | ;
j i
: |

(Source : Ministry of Finance.)

* This item includes it addition to the ordinary floating debt of the Government, the ad hoc securities provided by
the Government of Pakistan for various purposes. It includes ad hocs of the value of Rs. 1639 crores representing the
purchase of an annuity for sterling pensions; Rs. 31,59,56,652 in non-negotiable non-interest bearing securities paid as
part of membership subscription to the International Monetary Fund; Rs. 5,89,57,800 in non-negotiable non-interest
bearing securities paid as part of membership subscription to the International Bank for Reconstruction and Develop-
ment; payments made by the Government to the State Bank to enable it to cover the short-fall in the currency and other
reserves of the Bank arising from the depreciation of the pound sterling and the Indian rupee, in the shape of Government
securities, initially valued at Rs. 54 crores, but subject to variation with changes in note circulation, Except for the
payment made for purchase of the annuity mentioned above, the other items are also shown under the heading * Cur-
rency and Mint.”
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Reducing

The estimates for the year 1952-53 are given, below :

Table No. 90.—Receipts and disbursements of Central Government (fiscal
year 1952-53).

(In lakhs of rupees.)

Receipts Disbursements
1. Opening balance ... ‘I : 59,05 | 1. Loans and advances by the Central 8,70
R . Government (net).
2. Revenue surplus ... ¢ aes 36
2. Capital expenditure not met from
3. Public debr— Revenue—
(i) Permanent debt (net) ... 18,00 Railways 16,93
(i) Floating (net) 1,74 Posts & Telegraphs 2,33
(iii) Unfunded debt (net) ... 2,88 Defence 27,31
——— Civil Aviation L., 118
22,62
Broadcasting 8
4. Deposits and Advances (net) 8,14
Currency and Mint 15
5. Remittances (net) 40
. Civil Works 2,83
Printing presses 21
Schemes of state trading ... 283
Industrial development 10,26
Miscellaneous e * 572
Deduct—Amount met from various 13,47
funds.
56,36
3. Other disbursements 5
4. Closing balance 25,46
. Total 90,57 | e Total 90,57
(Source : Budgets of the Central Government).
423. The rate of capital expenditure in the Provinces is shown in the follow-
ing table :
Table No. 91.—Capital expenditure of Provincial Governments.
(In lakhs of rupees.)
1951-52 1952-53
Province 194748 1948-49 1949-50 1950-51 (revised (budget
(actuals) (actuals) (actuals) (actuals) estimates) | estimates)
1. East Bengal —2,00% 29 7,25 2,25 7,44 11,55
2. Punjab 63 2,70 13,84 4,78 10,96 14,01
3. Sind 5,01 —1,83* 4,33 2,80 —3,76* 8,69
4, N.-W.F.P. —q4* 22 1,25 48 1,79 2,717

(Source : Budgets of the Provincial Government.)

. Sectign 2.—Reduction in expenditure

T 1
I 424. In view of the reduced revenues and the high level of expenditure,
expenditure. narticularly the requirements of economic and social development, measures
must be considered of reducing existing expenditure, increasing revenues and
exploiting other financial resources.

*The figures represent the excess of amount of recoveries and profits, etc., made under the Provincial state trading

schemes over the total amount of capital expenditure incurred.
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425. An analysis of the revenue expenditure of the Central Government is Analysis of
given in the following table :

Table No.-92.—Analysis of Revenue expenditure

of Central Government.

(In Yakhs of rupees.)
' 1951-52 1 952-53
a Items - 1947-48 1948-49 1949-50 1950-51 (revised (budget
*95{"(actuals) (actuals) (actuals) (actuals) estimates) | estimates)
. a ) " [ s n | . —
1. Direct demands on revenue ... 69 1,55 1,97 2,15 2,67 2,76
2. Dsbt services e 90 2,10 3,52 6,56 6,45 7,62
3. Civil Admlmstratlon 4,90 | 10,90 14,21 16,49 22, 42 23,86
4. Currency and Mint .. 14 36 45 32 54 57
5. Civil Works 23 66| 95 1,39 1,30 2,78
6. Miscellaneous 80 1,51 1,03 30,59 24,11 10,70
7. Defence Services . 15,38 46,15 61,54 65,56 72,11 67,69
8. Contribution and mlscellaneous 50 1,40 1,60 1,60 10,10 1,85
adjustments between Central
and Provincial Governments.
9. Other Heads 2,53 7 5 9 20 6,68
Total :~ Normal expenditure met 26,07 64,70° 85,32 1,24,75 1,39,90 1,24,51
from revenue.

(S'ource : Budgets of the Central Government.)

An analysis of the capital expenditure is also given below :—

Table No. 93.—Analysis of Capital expenditure of Central Government (1948-49

to 1952-53)
(In lakhs of rupees.)
1951-52 1952-53
Items 1947-48  1948-49  1949-50  1950-51 (revised (budget
(actuals) (actuals) (actuals) (actuals) estimates) estimates)
1. Railway capital v . —89 3,15 5,59 337 14,34 16,94
2. Posts and Telegraphs - 12 21 1,12 82 1,36 2,33
3. Irrigation . 3 10 3 9 13
4. Agricultural 1mprovement and research . . . 1,02
5. Industrial development . 3 1,03 52 6,43 10,26
6. Civil Aviation . 5 4 41 26 1,08 1,18
7. Broadcasting 12 21 16 7 17 8
8. Currency and Mint* . 477 54,30 22,65 32,00 14
9. Civil Works 1,29 100 2,68 16,9 1,88 2,83
10, Commuted value of pensxons . . 1 4 7 5 5
11. Purchase of annuity for payment of ster-
ling pensions . . 10,39 —41 —28 —26 —26
12. Printing Presses 5 13 1 20 32 21
13. Defence capital outlay 3 11,62 13,68 4,51 15,51 27,31
14, Schemes of state trading 2,21 3,01 6,42 —7,15 5,32 2,83
15. Capital outlay on Federal Capltal . 30 2,32
16. Capital outlay on Ports . 11 33
17. Misc. Govt, mvestments 50 1,52
18. Lump provision for other schemes 61
19. Others 10 1,52 1,05y ...
Total 3,08 36,12 86,18 26.76 79,20 69,83
Deduct—Amount met from various Funds 1,00 1,07 13,69 13.47
Total net capital expenditure 3,08 36,12 85,18 25,69 65,51 56,36

(Source : Budgets of the Central Government).

* Includes ad hoes mentioned in Table No. 89 (page 149).
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g%fg:d"?t are. 426. It will be observed that the revenue expenditure of the Central Gov-
ernment has been increasing consistently—it has risen by over 100 per cent.
since 1948-49. The large expenditure is on Défence Services which also clajim
the lion’s share in capital expenditure. Figures of defence expenditure are
summarised below :

Table No» 94.—Defencé expenditure—Revenue and Capital.

(In lakhs of rupees.)

1951-52 1952-53

1947-48 1948-49 1949-50 1950-51 (revised (budget
(actuals) (actuals) (actuals) (actuals) estimates) estimates)
1. Revenue expenditure .. 1538 46,15 61,54 ' 65,56 72,11 67,69
2. Percentage of total revenue 77% 1Y% 68% 52% 51% 54%
expenditure,
3. Capital expenditurc . 3 11,61 13,68 4,51 15,51 27,31
4. Percentage of total capital ex- 9% 32%, 16% 18% 24% 48%
penditure,
*5. Total revenue and capital ex- 15,41 57,77 75,21 70,07 87,62 95,00
penditure. )
6. Total Central Revenues for the 19,89 66,77 88,58 ' 127,73 140,56 124,86
year.

(Source : Budgets of the Central Government).

The revenue expenditure has ranged between 51 and 71 per cent. of the total
Central revenues and the capital expenditure between 16 and 48 per cent of the
total capital expenditure. The total outlay has ranged between Rs. 58 crores
and Rs. 95 crores and constituted between 54 and 86 per cent. of the total revenues
of the relevant year. All these figures are very high. Effort must therefore be
made to economise in defence expenditure, both on revenue and capital accounts.
We recognise the paramount importance of maintaining our freedom, but exces-
sive expenditure in this field may affect outlay on development and development
alone can sustain the expenditure on defence. Expenditure on defence must
therefore bear a definite relationship to the total resources available and a balance
should be maintained between the allocations made for defence and development.
The correct balance will be the minimum expenditure on defence consistent with
security, and the maximum expenditure on development consistent with resour-
ces. The Government must take the people into confidence in order to secure
their intelligent co-operation in the programmes of defence and development.
They should also examine the question of integrating the defence requirements
with civilian industry and a competent committee should be appointed for the

purpose.
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N . . . . s_ e s » CiVil Ad‘
427. The next largest item in revenue expenditure is Civil Administration. SV

A break-up of the expendityre is given below :

Table No. 95.—Expenditure on Civil Administration.
(In lakhs of rupees.)

1947-48 1948-49 1949-50 1950-51 1951-52 1952-53

Head of Expenditure {actuals) | (actuals) | (actuals) | (actuals) | (revised (budget
o estimates) | estimates)

1. General AUministration 82:04 196.83 262.36 314.33 350.69 415.14
2. Audit 18-29 38.71 48.91 57.42 70.59 78.05
3, 'Administration of justice ... 1-10 5.01 1 5.72 8.24 24.75 10.87
4 Jails and convict settlements ... 2-351 6.88 9.49 9.17 10.14 " 10.13
5" Police , 14-89 48.43 79.98 1,45.97 213.35 223.52
6 Ports and pilotage ... 0-71 1.68 2.50 .54 11.68 17.15
7 Lighthouses and light ships ... 1-00 1.24 1.27 .08 2.07 2.48
8 Ecclesiastical 614 .32 .47 .15

9 Ffontier Regions ... 212-79 425.53 1 539.%51 558.29 720.13 728.16

-31 101.38 129.72 135.37 180.61 213 17
99 37.59 38.48 48.53 68.65 97.95

10-  Foreign Affairs 3';

1 .

9-22 27.96 64.%4 66.07 124.63 103.3
8- 28.53

3

6

0

11-  Scientific Departmer{fé.
12- Education ... -

13- Medical 31.39 55.50 82.6

14 Public” Health ‘11 10.50 13.09 1392 ° 14.60 25.73
15. Agriculture ... 27 15.01 19.07 43.4 95.08 57.90
16. Veterinaty ... -89 2.57 4.22 5.10 9.67 14.66
17.  Corporation .26 .17 .69 '1.23
18. Industries ... 1.11 1.72 6.85 9221  22.

19. Aviation ... 16-13 35.65 54.58 52.32 94.89 95.3
20. Broadcasting 10-96 46.28 42.90 53.84 66.71 59.4;
2. Department Supply and Development... 19-64 39.31 41.73 51.70 73.19 75.5
22. Misc. Départments ... .. 20-97 33.55 32.28 31.941 44.77 40.77

Total ":I 489-07 | 10,90.35 | 14,21.44 | 16,48.87 | 22,41.61 | 23,86.43

(Source : Budgets of the Central Govemﬁ%épt.)

It will be observed that the expenditure has risen from Rs. 11 crores or 16 per
cent. of total revenues to Rs. 24 crores or 20 per cent. of total revenues. While
some increase is understandable on account of increased wages and salaries, we
consider the total rise to be unjustified. No grganisation can afford to spend such
-a large proportion of its income on administration, particularly at a time when
income is declining. We consider that the expenditure on Civil Administration
should be redyced immediately to 15 per cent. of total revenues and in due course
to 124 per cent. An Economy Committee to review the governmental organiza-
tlon and suggest savings has been in session for over three years, hut the expendi-
ture has increased on the whole, instead of decreasing. We feel that no com-
mittees or outside advisers can effect reduction in any organisation, as the staff
employed and other items of cost can always be justified. We suggest that, on
the basis of the total amount available for Civil Administration, a suitable alloca-
tion, keeping in view the existing expenditure and other relevant factors, should
be made to the Ministries and Departments and they themselves should he made
responsible for reducing expenditure to that level.

428. In para. 447 (page. 160), we have envijsaged the level of Central reve- Future

allocation of

nues at Rs. 100 crores during the succeeding years. We suggest its board allo- expenditure.
cation as follows :—

Defen;ie Services ... ... _ Rs, 60 crores

Civil Administration

All other Heads .. RS 30 crores

Develdpment qxpen&iture met from tevenue ... .. R8s, 10crores
Total ... Rs, 100 crore$

We consider it necessary that a reasonable amount should be available from
reyvenues alse for expenditure on development, particularly of .thg non-pro-
ductive type, Negessary ecoftomies and adjustments should be mude in other
heads to make this possible.

153



Analysis of
revenue
receipts.

Revenues
from
customs
duties.

Section  3.—Increase in revenues
429. An analysis of the revenue receipts of the Central Government, is given
below :

Table No. 96.—Analysis of Revenues of Central Government
(In lakhs of rupees.)

’ 1947-48 1948-49  1949-50  1950-51  1951-52  '1952-53
Items (actuals)  (actuals) (actuals) (actuals) (revised  (budget
estimates) estimates)
Principal Heads of Revenu . 5 FOL
1. Customs id ?n" 11,37 32,92 & 78,73 79,70 71,90
2. Central excise duties e 1,38 5,34 5,17 6,86 7,25 500
3. Income tax and Corporation tax 2,70 6,59 11,56 13,38 16,50 12,50
4, Sales tax C e - 8,73 6,68 14,67 11,345
5. Salt ... w7 a0 3,76 2,51 3,20 2,40 2,40
6. Taxes and duties levied under the
Supplementary Finance Act, 1950 ... 50 1,93 2,00
7. Other Heads .. 27 5,29 1,51 1,74 1,84 2,30
Total Pnncipal Heads 16,12 53,89 71,70 1,11,09 1,2429 1,0745
8. Railways : Net receipts (including 1,71 3,34 1,97 1,27 51 74
interest charges)
9. Posts & Telegraphs : Net recexpts
(including interest charges) 8 25 3 1,47 41 28
10. Debt Services o 2,63 4,94 591 5,35 6,83 7,06
11. Civil Administration ... 22 71 1,08 1,17 1,46 1,55
12, Currency & Mint . 31 1,08 89 91 2,03
13. Miscellaneous 38 75 76 74 65 70
14. Defence Services 1,17 2,17 5,17 4,81 3,01 3,39
15. Extraordinary items 6 32 29 71 2,23 141
16, Other Heads ... 10 20 30 22 25 25
Total Revenuec 19,89 66,77 88,58 1,27,73 1,40,56 1,24,87
(Source : Budgets of the Central Government.)

430. An analysis of custom duties, which account for the bulk of Central

revenues, is given below :

Table No. 97.—Analysis of receipts from customs duties.

.

— (In lakhs of rupees.)
1952-53
Item 1948-49 1949-50 1950-51 1951-52 (budget
(actuals) (actuals) (actuals) (actuals) estimates)
1. Import duties (total) . 1967.98 3682.16 4162.12 | 5538.50 5115.00
(i) Spirit, hquors etc. 40.00 45.28 54.30 49.14 68.00
(if) Spices .. 17.09 35.54 43.22 104.47 100.00
(iii)y Tea ... 2.54 14.61 27.69 23.25 23.00
(iv) Tobacco e 38.07 254.17 355.26 262.92 276.00
(») Kerosene oil 59.36 65.60 105.69 109.26 81.00
(vi) Motor spirit 300.49 325.95 421.42 497.01 500.00
(vii) "Motor cars, cycles ‘lomes etc., and
© .. parts - 84.61 143.73 181.61 167.50 182.00
(viii) Machinery LY 55.70 47.27 55.56 87.95 49.00"
(ix) Iron and steel - 29.66 45.13 112.56 179.33 132.00
(x) Sugar ... 25.74 577.33 31.21 828.98 60000
(xi) Matches v 64.84 104.22 307.81 158.55 190.00
(xii) Textile manufacture - 531.15 1007.76 1275.37 1717.13 1530.00
(xiii) All others . 718.73 1015.57 1190.42 1353.01 1384.00
2. Export duties (total) ... 1881.95 1222.80 4277.33 | 3655.32 2975.00
() Jute raw 1176.76 571.06 921.48 | 1281.93 1250.00
(ii) Cotton seeds 41.10 15.80 23.18 7.94 11.00
(iii) Skins ... 25.99 9.74 27.00 11.51 12.00
(iv) 'Hides ... 17.14 13.21 29.93 18.63 33.00
() Jute manufactures 3 3 21 7
(vi) Raw cotton £ 564.16 509.64 3169:60 | 2187.38 1500.00
(vii) Rice .06 .14 1.07 | "~ '3.88 5.00
(viii) Tea ... K - 31.49 86.25 30.11 53.26 75.00
(ix) Other agncultural product 5.92 7.58 1.29 .62 4,00
(x) Fish (all kinds) .. .99 2.57 14.34 6.93 10.00
(xi) Wool raw 59.12 83.17 75.00
(xif) All others 18.31 6.78 . .
3. Miscéllaneous 42.36 90.16 99.85 73.78 80,00/
4. Gross receipts 3892.29 4995.12 8539.30 |, 9267.60 8170.00,
5. Refunds and drawbacks . 157:43 302.93 238:79 267.87 280.:00
6. Share of PIOVIQCﬁ g '649.00 |1 .436.50 ~708.60 | _639.74 |, 700.00,
7. Net receipts * o 3085.86 4255.69 7591.91°| 8359,99 7190. 00
- (Source : C.B.R.)

* These figures are based on returns submitted by the Customs Houses and do not tally with the figures in Table
No. 96 which are based on the figures furnished by the accounts offices.
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The customs receipts rose from Rs. 31 crores in 1948-49 to Rs. 84 crores in
1951-52, an increase of over 150 per cent. They have ranged between 50 and 60
per cent. of the total revenues. The revenue for 1952-53 is likely to be lower
than the budget estimate, for reasons stated earlier. In certain circumstances,
export duties might have to be reduced. Import duties may be raised but they
would apply to the relatively small field of non-essential and luxury goods, the
}Dulk of imports consisting of machinery.and industrial raw materials being duty-
reemr I%is

431. The next largest squrce of revenue is income tax and‘cotporation tax. gl;%ogg rt;:

The break-up of receipts i$ given below : ration tax.

Table No. 98.—Break up of receipts of income tax and corporation tax.
(In lakhs of rupees.)

1948-49 1949-50 1950-51 1951-52 1952-53
(actuals) (actuals) (actuals) (actuals) (budget
estimates)
Income-Tax
¥ g;g;f;a;ya;°lle°ti°ns} 543 | 7.83 9,83 12,39 11,51
3. Surcharge ... 26 24 24 - 8 6
4. Excess Profits Tax ... 37 35 21 14 8
5. Business Profits Tax ... 17 32 17 33 16
6. Capital Gains Tax ... 3 1 3 2
Total 6,26 8,75 10,48 12,96 11,81
Deduct—Share payable to Provinces ~—2,55
. Corporation Tax
1. Ordinary collections ... 28 96 1,92 2,83 2,46
2. Surcharge ...
3. Excess Profits Tax ... 3 -5 14 2
4. Business Profits Tax ... 7 44 93 1,32 1,21
5. Capital Gains Tax ... 1
Total 35 1,44 2,90 4,29 3,69
GRAND TOTAL* ... 6,61 10,19 13,38 17,25 12,95

(Source : C.B.R.)

Income tax data furnished to us in respect of the year 1950-51 (no later figures
were available) showed that the total number of income™ tak assessees was
72,000 i.e., less then 1 per cent. of the population and the income assessed was
Rs. 68 crores i.e., less than Rs. 10,000 per assessee. The number of assessees in
the income slab higher than Rs. 1 lakh was only 531. The reduced incomes on
account of lower export prices of goods and lesser imports will show their effect
in due course on income tax receipts. On the existing basis of taxation, the
revenue would fall. The rates of income tax and corporation tax cannot be
raised as they affect adversely the investment in industry ; in fact, during the
previous years, tax concessions have been given increasingly in order to en-
courage such investment. We would, however, point out that tax collection
needs to be made more efficient and comprehensive. In cases of evasion detected,
deterrent punishment should be given. "
432. Similar decline in revenue will occur in the case of sales tax. The saes tax.

administration of this tax was taken over by the Central Government in April
1948, and, on the recommendations of the Sales Tax Committee appointed in

* These figures are based on returns submitted by the Income Tax Commissioners, and do not tall)’ with those given
in Table No. 96, (Pags, 154) which are based on the figures furnished by the accounts  offices.

155




Excise
duties.

1950, its levy was limited to one stageé omly, i.¢., at the import|export stage or
manufacture stage; from 1st July 1951.
the chantes of evasion became leSs.

This led to 4att increase in reventié as

Table Na. 99.—Collections of sales tax.

{fn lakhs 6f rupées.)

o v,
1948-4 1949-30 }IQEQ-S,L 19?1- 2 1932-53
(actuals (actuals) (actuals) (acthials) (budget
estiftiates)
Gross collections . e 1,5 12,26 14,96 25,3 20,23
Deduct—Shé;gr}Ja‘sfaibIB t0 Provifites 3,3 5,25 8,%0 10,15 8,86
Net Receipts* 4,13 7,01 L 8,76 15,22 11,37

(Source : C.B.R.)

The standard rate of this tax is 10 per cent. though on Iluxury articles it
varies from }2% per cent. to 20 per cent. The latter rates could be increased
further but it i5 unlikely that they Woul&, more than offset the shortfall on

account of reduced imports and léwer incemes.

433. The next important source of revenue is excise duties.
main items is given belaw :

Arn analysis by

Table No. 100.—Break up of revenue from Central excise duties.

(In lakhs of rupees.)
. 1953-53
Tttt 1948-49 1949250 1950-51 1951:52 (budlget
(actuals) (actuals) (actoals) (actuals) estitrates)
1. tor spirit... i 37.00, 81.61 1,34.74 1,41.70 1,46.00
2 Kwéi-dsene . .87 3.30 4.70 4.10 {
3. Sugar 20.25 20.89 23.60 23.06 30.00
4, Matches 8.91 9.98 9.53 3.43 3.00
5. Tobacto 2,21.48 2,26.54 2,68.75 3,44.22 3,70.00
6. Betel nut 97.89 75.19 1,15.57 93.34 1,05.00
7. Te 36.15 17.03 50.89 22.12 32.00
8. Textiles e 1,18.12 72.96 46.64 54.87 65.00
9. Special excise duty on sugar ... .24 .02
10. Steel ingots ... 12 .16 .07 .10 ?9 00
11. Vegetable products .3 —2.95 4.95 5.56 e
12. Miscellaneous \ 4.38 | 3.74 7.53 6.85 o)
Total Gross 5,65.77 5,14.35 6,66.99 6,99.35 7:60..00
Deduct ¢a) Refunds 1.06 .33 1.65 4.55 0.00
(b) Shdre of Prdvinces —25Q.00
Net réceipts 5,64.71 5,14.02 6,65.34 6,94.8Q 500.00

genous enterprise is aiscour

r

be expected on the whole.

(Sotiree I'C. B. R.)

Excise duties could be increased in the case of ceftain items, but so far as manu-
factured goods are cohceérred, these have to be applied with caution lest indi-

aged. However, some increase in revenue ¢ould

TN U - 7 q PSRN PR 3
* These figures ate departmep‘q}ﬁgqres and do not tally with thecofresponding figures given in Table No. 96

(Page, 154) which are based on figures furnishe

by thé accqunt$ offices.

AN
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434, The Railways used to be an important soutce of revenue in undivided Raiey

India, and in Pakistan also, they did well in the beginning. They contributed
Rs. 3.84 crores to the Central fevenues in 1948-49. But this contributi_on has
fallen progressively and was bnly Rs. 51 lakhs it 1951-52. The decline is
brought out in the following table :

,Tabgg;"l\lo. 101.-=Nét receipts of Railways.

{In lakhs of rupees.)

. . Gross, Working &

Year : receipts expenses réceipts
1947-48 dctuals) o 1328 T 13,5 g,‘d
1948-49 (agtuals) ol 3513 L aL7e 34
1949-50 (actuals) 34.86. 32,89 1,97
1950-5] (actuals) 38,16 36,89 1,27
1951-52 (revised estimate) 40,93 40,42 51
1952-53 (budget estimate) 42,61 41,87 74

(Source : Budgets of the Central Government.)

" There has been steady increase in earnings as the result of larger coms- Suggestions
mercial activity since the Partition. Both the North Western Railway and the §§ﬁ§f;‘;§g
Eastern Bengal Railway are imore favourably placed in the matter of traffic
earnings than before the Partition, as the ports of Karachi and Chittagong are
" now the only inlets and outlets of the areas covered by these Railways. The
increase in expenditure is attributable largely to higher priceé of fuel (coal)
and increases in wages and salaries. Nevertheless, the margin between gross
earnings and working expenses should not have diminished as miuch as it has.
The railways in India (capital at charge Rs. 862 crores) have given increasing
surpluses : 15.05 crores in 1950-51, Rs. 20.06 crores in 1951-52 and Rs. 23.47
crores in '1952-53. We have no doubt inherited the unproductive strategic
railways of the north-west frontier but a reduction of Rs. 18 crores was made on
this account at the time of the Partition, so that the total capital at charge of
our Railways was estimated at Rs. 115 crores (now Rs. 133 crores). We consider
that the Railways must yield miuch larger surpluses—well over Rs. 5 crores in
due course. Economy should be made in expenditure and traffic shoquld he
developed with such adjustments in rates and fares as may be possible. The
railways must be run as a separate commercial department. We consider that
arrangements existing before the Partition should be readopted i.e., there should
be a separate railway budget and a Railway Board with the Financial Adviser
as part of it. This will help to improve the functioning of the railways as well
as the attitude of railway authorities towards their responsibilities. In order to ‘
give an incentive to the railways to earn. larger surpluses, part of the surplus
should be available to them for building a reserve fund for development of their
services. The responsibility for running the railways efficiently and economi-
cally should be.placed squarely on the Railway Board which sheuld be expected
to niake reasonable contfibutions to the general revenues. We suggest that an
expert committee should be appointed to make specific recommendations regard-
ing the composition, character and status of the Railway Board, the relation of
the Railway Fihancial Adviser with the Ministry of Finance and the allo¢ation

of railway suipluses. :

1at.



Tax conces-
sions to in-

dustry.

Existing rates
of income
tax.

Section 4.—Taxation structure

435. The existing pattern of taxation in Pakistan has been inherited from
undivided India. In order to encourage industrial development, the rates of in-
come tax have been progressively reduced since the Partition, a number of con-
cessions have been granted to industrial undertakings, changes have been made
in the customs tariff and other measures of relief provided for indigenous industry
(some details given;in, Appendix No. 17). However, the.basic structure remains
the same. The conditions in Pakistan call for a new approach. Our future pro-
gress depends upon gevelopment. Under their industrial policy, the Government
want and expect private enterprise to undertake responsibility for industrial de-
velopment. The Government have had to assume responsibility for the develop-
ment of certain essential industries, but, appropriately, private enterprise should
come forward to take them over. ~The need for private investment and capital
formation is therefore paramount and conditions must be created for it. A fun-
damental consideration in the evolution of our taxation structure should be that
it is equitable. Considerations of social justice require that both the richer and
the poorer sections of the population should be given, as far as possible, equal
opportunities to invest.

436. Investment should come out of savings, but with the present high level
of taxation in Pakistan there is little incentive to save. On the other hand,
there is a tendency to show lower incomes and higher expenditure in the income
tax returns. The rate of taxation in Pakistan for individual .persons .is about
the highest in the world, even though income tax per capita on 'the basis of total
population works to a low figure (the number of assessees being very smalil).

oy
2'1 T

v
A

Table No. 102.—Maximum rates of income tax in certain countries.

Country Maximum rate Annual income above

. of tax which levied

1. Pakistan ... | 78 per cent. Rs. 2.5lakhs. ~

2. India .. | 61 1 » 1.8 ,,

3. Ceylon .. | 64 » . 1.8 ,,

4. Philippines ... | 60 " s 33.00 ,,

5. Indonesia e | 22 " . .53,

6. Australia ... | 60 . ., 1.25

7. Urgentines e | 22

8. Peru .. | 30 "

9. Guetamala e | 12 . Between Rs. 5 and 10 lakhs.
1(1) Mexico .. | 30 v
+ 11,

Tax on ex-
penquure,
not income.

Brazil ... | 50

(Source : C. S. 0.)

437. In countries where industry has already developed, a high rate of
taxation might be justified. In an under-developed country like Pakistan
where investment in industry is not attractive for other reasons also, e.g., lack of
experience, delay in y1elds shortage of technical personnel, etc., and total capltal,
available for investment is not large, all possible encouragemeﬁt should be given
in order to promote investment. Not only that, but the taxation structure should
be such that the people are encouraged to spend less and save more. In this
background, the suggestion made by Mr. Colin Clark that income-tax should
cease to be a tax on income and should become a tax on spending, merits serious
consideration ‘if we want to encourage everybody to earn as much but to
spend as little as‘possihle 2
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438. To achieve the objective in view, we considered the following propo-g;’g;% als
sals :— )

(1) All savings invested in " approved ” investments should be declared
exempt from taxation provided that if any disinvestment was made,
tax would become leviable. .

(ii) A rebate on income tax|super tax:should be giveh'up to a maximum
of 50% of thgeanounts chargeable provided that ihe investment made
was double the-amount ‘of rebate sought in incor¢ tax ahd four times
the rebate sought in super tax.

(iii) Exemptlon has already been given* by the Government to investors
in the share capital of approved® public companies up to a maximum
of 10% of the total income. This percentage should be increased,
ranging from 20% to 50% for higher to lower-income groups.

We have examined the operation of each proposalin detail, and have had ela-
borate calculations made in order to estimate the measure of incentive provid-
ed, the investment likely to be secured, and the loss of reverues to the Govern-
ment under each proposal. While proposal (i) is expected to lead to the
maixmum investment and create an atmosphere where evasion of taxation
will not be ‘attractive, it benefits largely the higher income groups. However

assstated -earlier, a v1ta1 consideration in any such proposals should be that they
-are equitable and enable both the richer and poorer sections of the population, .as
far-as possible, equal opportunity and incentive to save. Proposal (ii) above
works well for lower income groups but for higher incomes—beyond Rs. 40,000
-a year—it does not provide an incentive for investment commensurate with the
*loss of revenue to the Government. Proposal (iii) has the merit of being
famlhar? but it does not suit the lower income groups who will have little
incentive to save, as the relief will be very small.

439. After careful thought, we have come to the conclusiont that the best Measures q
measures wdtld be that : r d. ommend-

(a) The percentage of exemption mentioned above should be increased
from 10% to 20%.

(b) In the case of income groups up to Rs. 25,000 per annum the option
should be given that a rebate on income tax may be claimed up to a
maximum of 50% of the amount payable provided the investment

- made'is double the amount of rebate sought.

(c) The investment enabling relief should include Government securi-
ties and savings certificates in addition to the present approved in-
vestment of “initial share capital (also share capital subsequently
issued) taken up in an approved public company incorporated in
Pakistan and formed for the purpose of engaging in an industrial
undertaking ”.

440. The, eason, for (c) above is that most people are not yet familiar with
investments in 301 1: stock companies. The Government securities offer a safe
field and the saving certificates are the most accessiblevform of 1nvestment

-

. * This exemption is formal]y descrlbed in the followmg words :

in respect of initial share capital (also share capxtal subsequently xssued) taken up in an approved pubhc company .
mcorporafed in Pakistan and formed for the purpose of engaging in an'industrial undertaking, the investor (not -being
a company) is given a tax concession which takes.the form. of exemption from both income-tax ‘and super-tax on th'-
amount of share capxtal subscnbed by him, subject to a maximum of ten per cent. of his total income, »? . .

Mir Lalk Alj d1d not find himself in agreement with the measure (p) above, prov1ded

1.
for the ‘middle classes as an alternative to (a).
A e
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y
agriculturists,

Business
profit tax.

Estate
duty.

Hoarded
wealth,

Turnover
tax.

Minimum
level of
Government
revenues.

Import
duties.

441. We feel that although these measures-are not as far-reaching as the
need for capital formation demands, they will create an atmosphere for invest-
ment. Moreover (b), above will create an urge for saving in the middle
classes and capital formation will thus spread over a larger section of the
population. We also hope that these concessions will lead to less evasion of
income-tax and the loss to Government revenues will not be as much as may
prima facie be expected.

442. We would 'recommend fdtther that with a 'view to encouraging
investment by the agricultural population, the question of granting relief trom.
taxation on agricultural income, in respect of amounts invested in approved
investments, should be examined. "

443. We haye considered the abolition of the business profits tax. But in

'view of the facts that exemptions have been given already and that it does

not apply to new industries, we do not recommend any change in the present
position.*

444. We consider, however, that the levy of estate duty should be held in
abeyance for a period of 10 years. It acts as a strong deterrent to capital for-
mation and leads to fragmentation of assets.

445, Linked with the question of taxation is the problem of hoarded and
underground wealth. It was estimated in 1949 at Rs. 200 to 300 crores by the
Public Investment Enquiry Committee, but must have increased substantially
since then. High profits in export and import trade and tax evasions must have
led to large accumulations which are at present concealed and are unproduc-
tive. In order to draw out this wealth, we recommend that a general amnesty
should be granted for declarations made by a specified date, provided the*
amounts are invested in approved investments. This date should be so fixed
as to give sufficient time to the persons concerned including those who wish to
transfer their capital from foreign countries. Safeguards will have to be pro-
vided to distinguish this wealth from current income, but care must be taken
to see that the attifude of income tax authorities in making enquiries gnd giving
amnesty does not defeat the objective of this measure.

446. We hawe also considered a suggestion for the levy of turnover tax,
whijch would cover not only a]l commodities but transactions gt all stages of
distribution, and have gome to the conclusion that the administration of such a
tax will be extremely difficult and beyond our present administrative resources.
It will also be inequitable, as logically it will be leviable even when losses are sus-
tained in transactions. This tax has not been successfully enforced in any country
though multi-point sales tax is levied in a number of countries. In Pakistan, the
single poiht tax has been found more successful than the multi-point sales tax.

447. We consider that the annual revenues of the Central Government should
not be allowed to fall below Rs. 100 crores. This is the level which would enable
all revenue expenditure including defence, on the reduced basis indicated by us,
to be met and allow some provision for capital expenditure of a non-productive
character, not appropridtely met from capital aceount. Keeping i view the
tendency of decline in révenues described earlier and the investment concessions
suggested by us, we make the following proposals.

448. Custom duties on import of consumer goods should be increased and
levied on a graduated scale, particularly fot articles of personal use, on the basis

*Mr. M. A.,Is%a};ani did not agree with this recomrpe_nr%atioxx as he considered that the
business profits tai, which wis introduced as'a war-time theasur€,, was no longer justified. :
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of their value and the degree of comfort and luxury offered. The general basis
should be that the higher income groups should pay more than the lower income
groups. Import duties will have to be raised in any case on textiles, motor spirit,
tobacco, liquor, matches, etc., but similar action may have to be taken if found
necessary for items like sugar, kerosene, etc. Exemptions given at present to
individuals on the levy of import duties should be completely removed except in
the case of foreign diplomats. The import tariff schedule needs review with the
objective of promoting indigenous industry and some considerations in this con-
nection have been indicated in Chapter V.

449, There is little scope for the levy of further export duties. gﬁgggt

450. The rates of sales tax should be enhanced on articles of personal saes tax.
consumption, particularly in the case of luxury items, on a graduated scale
depending upon the degree of luxury offered. '

451. Excise duty should be increased in the case of textiles, motor spirit, Excise duties.
tobacco, matches and, if found necessary, sugar, kerosene and salt*. But, in res-
pect of salt, the concessions already promised to East Bengal, may continue.

452. We consider that both as a measure. to increase revenues and as a Annual
step to enforce austerity, annual user tax should be levied on a graduated scale, vser tax.
on the possession of articles of personal use which are of the nature of luxuries.

453. A surcharge should be levied on railway passenger fares, on a graduated raiiway
basis. When the general level of economic activity has revived, a similar sur- f:;g: and
charge should be imposed, but on a flat rate basis, on goods and parcel rates.t '

454. We have refrained from suggesting specific rates of taxation in the garly impie-
absence of complete statistics and other relevant information, and recommend mentation.
that the Government should take steps to work them out for very early imple-
mentation. The objective should be that a minimum figure of Rs. 100 crores for
the total revenues of the Central Government is attained.

455. We recommend that the existing concessions to industrial undertakings Deprecia-
by way of depreciation allowances, etc., should be continued and should be ex-!ion allow-
tended to industries like chemicals, plastics, potteries and glass, etc., even if they
employ less than 50 persons and do not use power.

456. We would take this opportunity of suggesting that a change in the pre- Change in
sent fiscal year should be considered. Our revenues are directly affécted by the fiscal year.
volume of agricultural production and no estimates based on it can be made with
accuracy before the end of October. The jute year is July-June but the crop is
not out -of danger until August. The cotton year is from September to August
and the forecast of U. S. A. crop, which is an important factor in the marketing
of cotton, is not available until the end of August. The position of rice crop is
known only by the end of October. The present fiscal year is therefore out of
tune with our conditions and a change over to the calendar year January-Decem-
ber, as our fiscal year, appears desirable.

Section 5.—Savingsi

457. The volume of savings in a country mainly determines the rate of 1n- savings and
vestment and capital formation viz., the creation of real assets. Savings may be capital for-
on Government account or on private account. The latter may. again be mobilis- mation.
ed by the Government through public loans and official saving sehemes to help the

* Mr. Muazzamuddin Hosain did not agree that any increase on-excise duty of biri and hukka tobacco, matches, kero-
sene or salt could be justified, as it would affect the proper sections of the population. On the other hand, excise
duty might be levied on ghee, mutton, superior varieties of rice, yarns of above 25 counts, ,and the existing rates of
excise duty should be increased appreciably in the case of cotton cloth above Rs. 1/8/- per yard, artificial silk cloth,
and woollen‘cloth above Rs. 5/- per yard.

+ Mr. Muazzamuddin Hosain suggested levy of extra charges for reserving berths for sleeping accommaodation.

A Note by Mr. Zahid Hussain on savings and investment, which was received after the Com-
mittee had concluded its deliberations, is reproduced in Appendix No. 31.
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financing of the capital budget, or may be invested by the individuals or business
firms themselves. It is extremely difficult to make an assessment of total savings
in Pakistan and the rate of capital formation, as all the basic data required for
the purpose particularly in the private sector is not available.

Estimate of 458. No proper study of the question has yet been undertaken. The Public

;‘::igg:l Investment Enquiry Committee of 1949 made & rough guess of the hoarded
wealth in’ the country at Rs. 200—300 crores but did not make any estimate of
total annuad savings. Mr. Colin Clark has estimated the savings.at Rs. 43 crores
per annu“ﬁi-}—Rs. 19 crores urban savings and Rs. 24 crores rural savings—and has
hazarded a'guess of possible future savings at Rs. 98 crores but there is no reliable
basis for these figures. We consider that a scientific compilation of saving and
investment statistics should be attempted along with the national income statistics.
This is necessary for the proper formulation of development policies and planned
employment of national resources.

Desirafble 459. In countries where rapid progress is occurring, net capital formation is
il much higher than 10%* of the national income, which in our case amounts to

formation. Rs. 170 crores. In under-develdped countries, it is generally less than 5%.%
This is mainly due to low incomes and partly due to inadequate mobilization of
savings. We must aim at increasing capital formation to Rs. 100 crores a year
at least.

Mobilization 460. It is important not only to urge to all people to save more but also to

of savings. mobilize their savings and canalize them into proper-investments. The existing
taxation structure acts as a deterrent to savings and investments, and'this aspect
of the problem has been considered in Section 4. Much larger savings and
investment are needed in the private sector. The Government mobilizes savings
mainly through the floatation of public loans and the operation of a Small
Savings Scheme.

Public loan 461. The following table shows the public loans floated by the Central
central. Government so far, excluding the loans floated in October 1952% :—

Table No. 103.—Permanent debt of Central Govqrnment.

Date 7 Amount
Description of outstanding
floatation
] : Rs.
1. 23/49% Loan, 1953-54 14-2-1948 31,89,34,700
2. 2 3/4% Loan, 1955-56—
- (a) Original issue ... 18-10-48 11,81,42,500
(b) Further issue ... 14-2-50 1,59,07,000 ~
. Total (@) and (b) ... 13,40,49,500
3. 21/2% Loan, 1956-57 ... 20-7-50 6,95,58,000
4. 2 3/4%, Loan, 1958-59—
(a) Original issue ... o 18-10-48 6,73,44,000
(b) Further issue ... 14-2-50 3,57,09,000
Total (@) and () ... 10,30,52,000
(Table continued on next page)

* Rate of net capithl formation is stated to be 2397 in West Germany (1951), 25.9%; in Australia (1950), 21.5% in
Canada (1951), 15% inU.S.A, (1951) and 11.9% in UK. (1951).

1 Percentage of gross capital formation which includes depreciation reserves is stated to be 8.2% in Ceylon,
7.8% in Philippines, 13% in Cuba and 14%; in Chile.

t The, figures for the loans floated in October 1952 are :—

Date of floatation Amount outstanding
1. 239 Loan 1957-58 15-10-52 12,00,54,000
2. 3% Loan 1969-70 (Second issue) 15-10-52 2,97,12,900
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Date

Description - of : Amount

floatation outstanding

Rs.

i »

5. ,1-1/2 % Income tax free Bearer Bonds, 1958 14-2-48 . 8,55,200
6. ' 3%, Loan, 1960 .| 14-2-48 "' 12,74,09,900
7. 3/, Loan, 1963 v U .. | 18-10-48 3,02,33,300

8. 3% Loan, 1968— N ,
" "(a) Original issue ... ... | 14-2-48 7,19,90200

(b) Ad Hoc issue ... A o] 22-12-49, v 1,25,61,
(c) Further issue ... s wo | 14-2-50 T 40 0
Total (a), (b) and (c) . 14,45,98,600
9. 3% Loan, 1969-70 e | 20-7-50 2,33,08,700
Total debt} ... 95,20,03,900

(Source : Ministry of Finance)

A major portion of the loans has been subscribed by the banks, Provincial
Governments, local bodies, insurance companies and other 1nst1tut10ns and
contribution by individuals is very small.

462. The following loans have also been floated recently by the Provincial Provincial
Governments. They did not raise any public loans earlier as their requirements "
were met from loans advanced by the Central Government :

¥

* i<

Table No. 104.—Provincial loans floated since- Partition

Date Amount
Description of outstanding
floatation

Rs.
1. 3-1/2% Punjab Loan, 1963 . . | 27-11-51 3,92,16,406
2. 3-1/2% N.-W. F. P. Loan, 1964 ... | 30-8-52 75,00,000
3. 3-1 /2°/ Punjab Loan, 1964 ... | 30-8-52 4,11,94,700
Total 8,79,11,100

(Source : Ministry of Finance)

Conditions in the money market are stringent and there seems little scope for
further borrowings from the commercial banks and the pubhc in the immediate
future. However, all possible steps should be taken to popularise Government
bonds. The establishment and orderly functioning of security markets is a
vital factor in making Government bonds popular. We also suggest that there
should be a greater variety of bonds to meet different requirements. The floata-
tion of public loans for particular projects of large magnitude, which might have
pan appeal for particular interests or areas, might be con31dered
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463. The progress of the Small Savings Scheme of the Central Government
which aims at mobilising small savings through savings|certificates and postal
saving accounts, is shown in the following table :

Table No. 105.—Net savings in Savings Certificates and Postal Savings Banks
(In lakhs of rupees)

’ 12 years’ 6 years’
Pakistan Pakistan Post Office
. Date National Defence Saving Total
Savings Savings Banks
Certificates Certificates
1st April, 1948 10,70 28,26 38,96
1st April. 1949 10,55 4 29,48 40,07
1st April, 1950 11,04 44 30,48 41,96
1st April, 1951 11,60 56 31,77 43,93
1st April, 1952 12,36 93 33,69 46,98
(Source : Ministry of Finance.)

464. The net receipts from savings certificates have not exceeded Rs. 1.13
crores a year, which is not an encouraging figure. Facilities for the purchase and
encashment of savings certificates should be made more extensive and the forma-
lities connected with them as few and simple as possible.

465. The efficiency of postal saving banks should be improved. By provid-
ing suitable incentive for postal staff and extension of postal facilities, this
channel of savings could probably expand appreciably. Both in the case of postal
saving accounts and saving certificates, the limits for deposit|investment by indi-
viduals, should be enhanced.

466. In the rural areas, savings could also be promoted substantially through
the development of multi-purpose co-operative societies. The establishment
of agricultural banks, recommended elsewhere (para. 247 : page. 80), should also
help to mobilise rural savings.

467. Insurance can prove to be a very valuable means of mobilising sav-
ings and indirectly promoting capital formation. Therefore, insurance facili-
ties should be expanded as far as possible. In the advanced countries, life
insurance savings constitute a substantial proportion of national savings. It
is stated that in U.S.A. insurance companies command about 1|3 of the total
national savings lodged in major financial institutions and government savings
bonds, and constitute the biggest source of investment capital. We have
recommended elsewhere (para. 140: page. 46), that the State-owned Insurance
Co-operation should beging to function as early as possible, and assist existing
insurance companies and promote new ones. Greater use should also be made
of the postal life insurance system and its extension to the rural areas should
be considered, as private insurance companies are not likely to be attracted to
those areas.

468. The introduction of a compulsory savings scheme, which may take the
form of compulsory life insurance, for all salaried personnel of Government
and semi-Government offices, should be considered, and private employers
should be later urged to extend it to their staff. The recoveries should be made
on a graduated basis.

469. What is most important is that a vigorous publicity drive should be
launched for national savings. It should aim both at eradicating the habit ol
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hoarding and creating a desire for investment. The avenue for investment
should be made known fully. Savings are required not only to help the
Government to execute their development projects but also to assist private
enterprise in entering fields of economic and social activities. We have to rely
prificipally on our own efforts and resources, and our own efforts will have a
meaning only when we save to invest. To enable this, we should develop
an attitude of austerity and practise it in our lives. The desire to bring in
Western comforts into the country at the. earliest date must be restrained in
favour of an all-out effort to build the basic strength of the country’s economy.
The example of Japan is before us. By voluntary savings and by domestic
efforts, the country was able to raise its national income per capita almost three
times within a period of 30 years. On the other hand, if we continue in extra-
vagant habits, spending almost all that we earn, we shall face a permanent state
of national poverty. As incomes in our country are low, the need for saving is
even greater. All forms of extravagance should be avoided; for instance,
parties and entertainments should be restricted. Legislation should be under-
taken to enforce such measures of austerity, if necessary. In the mobilisation
of savings, will lie the test of our leaders and we hope that our public men will

lead the way, both by precept and by example, to create a climate and a fervour
for investment.

Section 6—Foreign capital

470. Foreign capital is welcome in PakRistan and equal facilities are g1ven Facilities for
to foreign investors. In the following industries, opportunity is required to be ‘omg i

vestors.
* given tn indigéhous capital to participate to the extent of 51% in the share capi-
tal and debentures :

Cement ; coal; cotton spinning and weaving mills ; fish cannings and fish
oil ; generation of electric power, glass and ceramics; heavy chemicals
and dye-stuffs ; minerals ; preserved and prepared food ; power alcohol ;
shipbuilding ; sugar ; and tanning and leather.

In other industries, opportunity should be given to Pakistani nationals to parti-
cipate to the extent of at least 30%. However, in either case, where the requir-
ed amount of indigenous capital is not forthcoming, the balance may be subscri-
bed by foreign investors with the permission of the Government. It is expected
that Pakistani nationals would be employed and trained by foreign investors.
Asfair and just treatment is assured to foreign capital and adequate foreign ex-
change is provided for remittance of profits.

471. In spite of the facilities offered, foreign capital has not come in to any I'g*‘?;;‘e‘;agy
large extent. The important countries from which capital can come are U.S.A. imvestments.
and UK. TU.S. investors have plenty of opportunities for investment at home,
in Canada and in South American countries. If they cross the ocean, they
seldom go beyond Europe unless it is in search of oil. As for U.K., she has
been in chronic difficulties of balance of payments and is hardly in a position
to allow large export of cgpital..

472. During the last five years, 105 foreign companies were granted permis- Foreign
sion to issue capital in Pakistan. But the total did not exceed Rs. 21,48 lakhs. fr‘l"l‘.?ﬁ?,‘;;:’l;
The following table gives figures by countries of origin.
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Table No. 106.—Foreign capital authorised for issue by Controller of Capital
Issues (between 14th August 1947 and 31st’ August 1952).

! .
Country No. of Issued capital
companics
1. UK. . s 12,28
2, U.S.A. 2 17
3. India 14 3.31
1. f?ther countries 38 571
J oo Total 105 2148

(Source Ministry of Finance).

Of these companies, 33 are in the field of industry, with an issued capital of Rs.’
16,71 lakhs.

473. The amount of foreign capital invested is far from being adequate, in
view of our requirements. An appreciable increase can take place only if the
attitude of foreign investors is more enterprising and helpful. On our part,
however, we suggest that the following steps should be taken as a further
measure to attract foreign capital :(—

(i) A reasonable period should be specified in which Pakistani . capital
should offer itself for participation and this period might be
indicated in the sanction issued by the Controller of Capital Issues.

(ii) Repatriation of foreign capital invested in approved industries should
be allowed at any time to the extent of original investment plus au-
thorised additions to investments including ploughing l?ack .of proht;
Further, just and fair compensation should be assured in case an in-
dustry is nationalised or otherwise acquired for publi¢”purposes.

(iii) Avoidance of double taxation agreements should be entered into with
countries from which investments are expected. These should
include U. S. A. and Canada.

(iv) Special facilities should be offered in selected industries’ in which
foreign investment is particularly needed, due to lack of indigenous
private entéerprise or technical skill, and special steps should be taken
through our Diplomatic Missions abroad to interest foreign inves-
tors in them.

The statement of industrial policy (Appendix No. 16) should be reviewed and
revised accordingly, and sustained publicity done through foreign missions
in Pakistan and our missions abroad. A comprehensive brochure outlining the
facilities available and relevant regulations should be prepared ard given wide
circulation.

474. Apart from private enterprise, foreign capital may come into the
country through grants or loans given by foreign Governments and international
agencies. The offers of such aid in the form of grants amounted to about Rs.
8 crores during 1951-52 ($ 10 million from Canada, £ A-2 million from Australia
and £ 250,000 from New Zealand under the Colombo Plan and $ 10 million from
U. S. A. under their T. C. A. Programme). The loans negotiated with Inter-
national Bank for Reconstruction and Development have amounted so far to
about Rs. 10 crores ($ 30.45 million) and actual drawals during a year are estima-
ted at Rs. 3 crores. Particulars of the various development projects eta, for
which the above grants and loans have been offered are given in Appendix.No.
26. Recently a wheat loan of about Rs. 5 crores ($ 15 million) has been obtained
from the Export-Import Bank of U. S. A..

166



475. Prospects for the future are difficult to indicate, but it is expected that %’Jgfggﬁfm
the aid under the Colombo Plan will continue in the same measure for the dura- and loans.
tion of the Plan viz., until 1957. The aid from U.S.A., might be expected to go up,
but much depends upon the attitude of the new Government in power. Fur-
ther negotiations are proceeding with the International Bank for loans for addi-
tional projects. The Bank has estimated Pakistan’s creditworthiness at the
equivalent of $ 150 million and has indicated willingness to negotiate immediate-
ly loans up to $ 65 million (in U.S. or Canadian dollars or Swiss francs) plus
such additional amounts in non-dollar currencies as may be available for loan
operations out of the Bank’s resources. The biggest obstacle has been that the
Bank has no ready availability for loan purposes of sterling and other European
currencies. U. K. -is the most familiar source of supply for -capital
goods required for our projects and the prices in U. K. and Europe are generally
lower even though delivery periods are somewhat longer than U. S. A. The
Government of Pakistan have been pointing out this difficulty to the Bank and
drawing attention to it in international forums, so that if it could be
removed, the resource offéered by the Bank could be more conveniently
made use of. In the E.C.0.5.0.C,, discussions have taken place for the creation
of an International Development Authority to give grants for non-self liquida-
ting projects, and for the setting up of an International Finance Corporation
to provide equity capital and loans to private enterprise. However, no imme-
diate results may be expected in these directions.

476. It has been recognised by all international experts that the internal re- lmportance
sources of underdeveloped countries and the maximum rate of capital forma- g;gggf,‘g“
tion which they might be able to secure, wéuld not be adequate to meet the re-
quirements of ﬁxheir development programmes, if the fall in their living standards
* (due to increase in population) is to be arrested and reasonable levels of employ-
ment and economic prosperity are to be provided in the foreseeable future.
They consider that the more highly developed countries must offer assistance in
a much greater measure than done hitherto. Pakistan has been able to meet
her requirements so far practically herself and we must continue to rely mainly
on our own resources. But these resources have been adversely affected by the
recent international recession and the development programme is gradually
taking fuller and more concrete shape, necessitating larger outlay. Foreign
aid will therefore be necessary and welcome. Its extent cannot be stated by us,
but the higher its level the greater the pace of development and the lesser the
burden on an already overburdened people. There is a limit to taxation and,
the national income being low, the potentialities for mobilizing savings, are not
large enough. Foreign capital, therefore, constitutes a most important source
for financing the development programme. Foreign capital has greater advant-
age than the monetary value it represents, because it is generally in the form
of capital goods and is accompanied by technical skill. It is also considered of
valuable help in stimulating and drawing out indigenous investment. We feel
sure that the need for added help in the present difficult period for.raw material
producing countries would be generally appreciated by those who are in'a

position to help.

Section 7.—Deficit financing

.t 477 The foregoing Sections bring out the fact that ordinary methods of Financing of
fifancing will not be adequate for the increasing requirements of the develop- gfgg‘r‘;fn“g;“
ment programme. Revenue from export duties has fallen and may fall further. '
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Commercial imports have to be reduced and though the rates of import duties
may be increased for certain items, there will be substantial reduction in revenue,
on the whole. The receipts from income tax should improve in due course but
they are likely to show a fall in the immediate future. The revenue from salgs
tax will also be affected adversely on account of reduced exports and imports.
The income from excise duties could probably be increased but not to any
substantial extent. The scope of raising money through internal loans and
savings is limited. We are, therefore, faced with the alternatives of cur-
tailing the deyelopment programme and finding other means of financing it.
As our future prosperity and the hope of higher standard of living lies in
development, there should be no question of reducing expenditure on develop-

‘ment.

Deficit finan-
cing.

Need for
assured
funds.

Deficit
financing in
other coun~
tries.

478. Deficit financing has been resorted to by countries when conditions
have made it necessary. In Pakistan also, deficit financing was done to meet
requirements of development and other capital expenditure, to the extent of
about Rs. 45 crores, until the end of last fiscal year (31st March 1952).* The
extent of deficit financing is decided upon by the Government normally at the
time of the annual budget, keeping in view (a) total requirements and the nature
of the projects which cannot be financed out of the normal means and (b) the
econorhic conditions prevailing at the time particularly the position of foreign
exchange and price and wage levels.

479. It is clear, however, that without assured funds, planning in advance
and orderly execution of development projects is not possible. Hitherto, the
requirements of the development programme were not extensive, as the projects
were either in the stage of consideration or designing, but the time has now,
arrived when demands are increasing and anassured supply of money must be
available, unless the projects are to be suspended or postponed. During 1952-53,
for instance the Provincial Governments required a loan of Rs. 28 crores from
the Central Government for the execution of their projects approved by the
Central Planning Commission, but only Rs. 8 crores could be made available.

480. Experience of other countries has shown that deficit financing is not
necessarily harmful. Its needs should be judged by the objective and the effects
i.e., whether conditions and justification exist for deficit financing and whether
its effect can be controlled. The experience of Western countries may not be
quite applicable to our conditions but it might be mentioned that in the thirties
both U.S.A. and Germany resorted to deficit financing, with results which fully
vindicated the policies adopted, although they were initially much maligned. In
this connection, we might quote from the proceedings of the second Working

*This deficit financing represents the excess of expenditure over revenue surpluses and borrowings and consists of
the following :—

(@) Non-revenue expenditure not financed through revenue surpluses and‘borrowings. Non-revenue expendi-
ture during the period was Rs. 331.24 crores minus the closing cash balance of Rs. 59.05 crores, viz.,
Rs. 272.19 crores. From this should be deducted the total revenue surpluses (Rs. 6.16 crores) and the
total borrowings (Rs. 220.46 crores) which leaves a figure of Rs. 45.57 crores.

(b) The amount of Central lpans subscribed by the State Bank of Pakistan up to 31st March 1952. This figurs
is Rs. 16.64 crores.

(¢) The amount of loans and advances provided by the State Bank of Pakistan to the Commercial Banks against
the collateral of Government securities. This figure is Rs. 18.64 crores.

The above three figures total to Rs. 80.67 crores. Out of this should be deducted the value of stock-piles. These are
roughly estimated at Rs. 5 crores as on 31st March 1952, The deficit financing was partly offset by drawals on Anitial
cash balances Rs. 11 crores (70.05 minus 59.05) and utilisation of special payments received from India and H.M.G.
Rs. 19.22 crores (7.29 plus 11.93). Actual deficit financing may therefore be placed roughly at Rs. 45 crores. "All the
figures quotet above are taken from Table No. 89, (Page 149) except the figures against (b)) and (¢) above which were
obtained from the S.B.P.
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Party of experts on mobilisdtion of domestic capital, convened by E.C.AF.E. in
September 1932,

“ Despite the measures discussed above, Governments might find it difficult
to avoid deficit financing ; indeed it was already taking place to some
degree in some countries. The Working Party recognised that in cer-
tain circumstances deficit financing need not be inflationary. But it
emphasized that inflationary deficit financing carried with it most
serious eonsequences and should not be practised to any significant
extentt In this connection the Working Party considered the various
factors relevant to deciding at what point deficit financing became
inflationary in its effects : the size of foreign exchange reasources, the
sensitivity of the cost and price structure and of exports and imports,
the speed with which particular development projects would lead to
increase production, the efficiency of the monetary weapons availahle
for limiting private expenditure .

481. There are large material and manpower resources awaiting utilisa- Relevant
tion—in fact, that is the basis of our entire development programme. The exist- ?:;‘l’srti;l“
ing percentage of labour force to the total population (about 30%) is lower than
other countries in a stage of economic development similar to Pakistan. It might
be argued that our manpower is mostly unskilled and there are shortages of
trained personnel. However, these shortages can and should be met. As regards
idle resources, apart from the possibilities of increased yields in agriculture and
extencion of cultivable area, our raw materials have enormous possibilities of
manufacture, e.g., jute, cotton, limestone, bamboos, etc. The agricultural and
industrial projects mentioned in Chapters IV and V are of a productive kind and
some of them promise results in the immediate future. The present level of
foreign exchange reserves is low, but as indicated in para. 161, earnings would
improve in the succeeding years. This income should be husbanded in the most
profitable manner. Restriction of imports of consumer goods and equitable dis-
tribution of essential goods would have to be done, but such controls already
exist, and further anti-inflationary measures could be taken. In particular, the
production and consumption of indigenous goods should be increased.

482. We agree, however, that deficit financing should not be adopted in an Extent of
uncontrolled manner, and its operations and effects must be watched. We have gt ™
suggested elsewhere strengthemng of the statistical machinery and accurate
compilation of price, ‘production and employment data. We would not
suggest the creation of paper money as such, but borrowing from the State
Bank. As the income of the State Bank by way of interest etc., reverts to the.
Central Government, in effect this makes no difference. We would in no -case
suggest deficit financing for ordinary Government expenditure, but exclusively
for development. Our proposal is that the development budget should be
separated from the ordinary budget. It should be financed, to as much an extent
as possible, from normal resources i.e., taxation, savings and borrowings from,
the public. Indeed the amount thus ‘made available for development should
have a definite relationship to the total ordinary revenues, so that the require-
ments of the«development budget are not sought to be met excluswely from deficit
financing. It should also be ensured that, as far as possible, the amount of
deficit financing corresponds to the expendlture incurred during the yvear on the
more highly and quickly productive projects e.g., production of foodgrains and
other projects which' start yielding results within two to three years. All deve-
lopment expenditure, though ultimately deflationary is initially inflationary, and
this precaution would -help to reduce the adverse effect. The fear that deficit
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financing tends to multiply itself will remain unfounded if the limit of deficit
financing is determined in advance and measures to control inflation are effec-
tively taken. In our view the extent of deficit financing should not exceed in any
year Rs. 25 crores. The aim should be to provide a total expenditure of Rs..60
crores a year for development in the country in the public sector i.e., development
financed by the Government. Out of it Rs. 10 crores Should be found by the
Provinces from their own resources, leaving-Rs. 50 crores to be provided by the
Central Government. Broadly speaklng, this amount shou"ld be found as

follows :— ,
[ 1t
From revenue budgets ... ... Rs.10crores.
,» borrowings
foreign aid and loans ... Rs.40crores.

deficit financing
Total ... Rs.50crorse.

The needs of the Provincial Governments for development loans should be met
out of this total.

Fgll ZXfploita- 483. The above conclusion presumes that efforts to exploit normal sources—
ormal taxation, borrowmgs and foreign capital—would in no way be relaxed. To

resources.  the extent that income from these sources exceeds the anticipated amount, the
pace of development could be further accelerated. We have suggested deﬁmt
financing only to ensure that the amount required by the Government from year
to year for developmental purposes will definitely be made available and pro-
jects will not be suspended or postponed on that account. We might quote here
from the Report on “ Domestic Financing of Economic Development " issued by
the United Nations (1950) :— -

“It was generally agreed that econorhic development should be achieved
with a minimum of inflation. If voluntary savings are not sufficient,
funds should be obtained through compulsory savings in the form of
taxation. If this is not sufficient various controls and external financ-
ing should fill the gap. If even these latter are not sufficient and the
development programme is essential, inflationary borrowing or print-
ing of money may be considered as alast resort, however this method
is a dangerous one. Nevertheless, the development should not neces-
sarily be suspended in order to avoid inflationary methods”

glef;é]? 484. In a country whose future depends solely on the extent and speed of
necess;rf, ¢or development of its resources, where the degree of under-employment is colossal
Pakistan.  gnd alternative avenues of employment do not exist and where population is
increasing fast, it would be suicidal ‘to restrict development expenditure and to
hold up the wheel of progress. In Pakistan,.the present situation indicates that
the balance of advantage lies in favour of deficit financing. The development
programme should, as far as possible, be accelerated rather than cut down. Its
undue curtailment would cramp the economy, setting up a cycle which would
constrict economic activity further and further. We envisage total receipts and
disbursements of the Central Government at a level of Rs. 160 crores, roughly

made up as follows :(—

Rs. z

Revenue receipts (including Rs. 10 crores for expendlture on de-

velopment) e 100 crores
Development expenditure not met from revenue (from borrowmgs

foreign ‘aid and loans and deficit financing) . 40 ,,
Non-productive capital expenditure mc]udmg Defence (to be met

mainly from borrowings) . 20 ,

Total 160 ,,
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Section 8.—Monetary Policy

485. The State Bank of Pakistan as the central bank of the country is the Role of State
chief monetary authority, with very important responsibilities under the law. We Bank of Pak-
have reviewed the policies that have been followed and the measures that have '
been taken from time to time in the monetary sphere. In this connection, we
have tried to ascertain if there are any steps which could be taken to enable the
State Bank to p ay,,its part more efficiently and effectively. We feel that the
special position and status which the State Bank enjeys—sheuld be utilised more
fully in the formation and implementation of overall economic policies to the
greater benefit of the country. For this purpose, it is essential that it should

be able to present its view-point to the Government as adequately as possible.

486. The central banks all over the world have enjoyed a high degree of Position of

freedom from legislative and executive authorities of the nation, and thus from Seafral.
Government control and political influence. In recent years, however, with other coun-
the expansion of economic responsibilities of the Government and the growth of '
public debts, a tendency has developed of integration or central banks into the
Governmental structure. In some countries, the central banks have even been
nationalised. However, generally, the countries have made elaborate statutory
provisions to make sure that the central bank is given an opportunity to develop
independently its own point of view and to assert that point of view strongly in
highest counsels of the Government. The aggressive use of monetary policy
adopted by some countries has led to a reaction and re-established the view that
the central bank should have a special and indepéndent position even within
the Governmental structure. It is only in the U. K. that the Minister of Finance
holds unqualified powers to direct the policy decisions of the Bank of England.
Similar legislative position, previously in force in the Netherlands, Australia,
New Zealand and Japan, has been rfecently modified. Special procedures have
been laid down for the resolution of differences of view between the central
banks and the relevant Government departments. In the Netherlands, the
central bank has the right of appeal to the Crown in case of disagreement with
the Minister of Finance. In Australia, the differences between the central bank
and the Treasury (Minister of Finance) are required to be placed before the
Government as a whole, and the Government’s decision is to be laid before the
Parliament together with statements of the bank and the Government. New-
Zealand and Sweden have given special status to the central bank by making it
responsible direct to the Parliament instead of the Government. In U.S.A.,, the
Federal Reserve Bank is required to act on the basis of its own best judgment
subject to such guiding principles and restrictions as the Congress prescribes.

487. Tt is recognised in all free countries that the exercise of central banking
functions requires special knowledge gained by experience, continuous study
and intellectual independence. For this Teason most central banks, while part
of the Governmental structure, occupy a special position within that structure
and the power to over-rule them tends now to be reserved to the Government as
a whole and is limited to cases of difference on basic national policies.

488. We should take note of these developments and make a provision special
for resolving differences of view between the State Bank of Pakistan and gg‘g’gggt‘;{f
the Ministry of Finance. It goes without saying that differences which need for pakistan.
to be resolved by a special procedure arise only after all efforts to find an agree-
ment have failed. We recommend that when such a situation develops the
matter should be submitted to the Government as a whoéle along with a state-

ment by the State Bank. The decision of the Government together with the
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reasons for it should be communicated to the Bank. We consider that such a pro-
vision in the rules of business will be in the best interests of the country and en-
able the Bank to emphasise with confidence its point of view in all important
matters of national importance.

Bank’s advice 489. We suggest that the various Ministries of the Central Government
fﬁ‘;‘f;d b2 and the Provincial Governments should be entitted to seek the advice of the

available.  State Bank through the Ministry of Finance.

Thg  Bank 490. We also suggest that in the case of Government-sponsored credit insti-
igfp(ﬁ;‘:j}ggl tutions e.g., financial corporations, one of the nominees of the Central Govern-
etc. ment should be a representative of the State Bank of Pakistan. ‘On other bodies,
the State Bank should be represented by an adviser or observer. This sugges-
tion is made in order to ensure that the special knowledge and experience of the

State Bank is available in fields where it is likely to be useful.
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CHAPTER IX

SOME GENERAL CONSIDERATIONS

Section l.—Planning Organization

491. Financi(%, .capital goods and technical skill are no doubt the most im- Need fo¥ldn
portant factors for the successful prosecution of a programme of development, iﬁ‘;‘;’};ﬁlﬁf"
.,but there are a number of other considerations which are vital for ensuring an sation.
orderly progress in the various settors of economy. We might first refer to the

need for an adequate and efficient planning organisation.

- 492, The existing planning organisation consists of the Economic Council, Existing set-
the Planning Commission and a number of Sub-Cominissions. The Economic®>
Council is presided over by the Prime Minister of Pakistan and has as its mem-
bers the Central Ministers incharge of Agriculture, Communications, Economic
Affairs, Education, Finance and Industries. Its function is to watch the progress
and ensure the implementation of the Six-Year Plan. It has final powers to
sanction schemes. The Planning Commission is presided over by the Central
Minister for Economic Affairs and has as its members, Secretaries of the Central
Ministries concerned with development, and Development Commissioners|
.Secretaries of the Provincial Governments. Its function is to consider and
coordinate development schemes, Central and Provincial, and to make recom-
mendations to the Economic Council. Under it are a number of Sub-Commis-

* sions (in the fields of agriculture, irrigation, industries, education, health and
housing), which are presided over by the Secretaries of the Central Ministries
concerned and have, as their members, representatives including technical
experts of the relevant Central Ministries and the Provincial Governments.
Other officials or non-officials .may be coopted. The rules of procedure for
consideration of development schemes have been finalised only recently. The
Sub-Commissions have not yet started functioning, but the Planning Cqm-
mission has been in operation since January 1951. The Ministry of Economic
Affairs (Planning Wing) acts as the secretariat of the Planning Commission and
a separate Division has been created in the Ministry of Finance under Financial
Adviser, Development, to facilitate financial advice in the sphere of develop-
ment. An elaborate form for the submission of development schemes to the
Planning Commission has been prescribed (reproduced in Appendix No. 27A).

493. It appears to us that, considering the shortage of qualified persons in the girict obser-
country and other limitations, both the planning organisation and the procedure Vancedof
for its working are on the right lines. We have, however, some comments® ™"
to make. First, the procedure does not appear to be followed strictly, with the
result that frequently schemes are sanctioned which have not been fully worked
out. We consider that no development scheme should be approved without
reference to the Planning Commission|Economic Council and that the supply of
the entire information required under the rules of procedure should be insisted
upon. It is better to spend more time on the proper investigation and designing
of projects than to make commitments on half-backed proposals, which may
lead to much more loss of time and money. For proper planning, full
knowledge of all features of a project is esséntial e.g., financial implications,
repercussions in other fields and requirements of plant, materials and person-
nel, both for construction and operation. A full scrutiny of the scheme, both
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from the technical and economic angles, i$ necessary to ensure its success and
all schemes should therefore be submitted for prior expert examination, if
necessary by foreign consultants having experience in the field. We also feel
that after a scheme has been sanctioned, its progress should be watched regular-
ly and, on its completion, the results compared with the original expectations
(forms at present prescribed for these purposes are reproduced in Appendix
Nos. 27B and 27C). The final approving authority (Planning Commission|
Economic, Council ) should always lay down a time schedule for the completion
of various part¥ of a scheme. In the case of schemes of.an experimental
charattér, a periodical assessment of results is all the more essential. Where
the sponsoring authoritiés fail to submit progress|completion reports, further
approval to their schemes should be withheld.

494. Secondly, more orderly and integrated planning should be done thin
hitherto. It appears to us that though certain targets in different fields have
been laid down, they have not been considered in relation to the overall resources
and requirements, and consideration and approval of schemes has proceeded
essentially on an ad hoc basis. Initially, this was unavoidable and it did not prove
harmful, because the field of development was so large and the needs so obvious,
that any project was bound to bring in substantial benefits. We would suggest
that it is high time that the Planning Sub-Commissions were asked to start
functioning and to complete at an early date the study of resources and require-
ments in their particular spheres. This alone will provide a proper basis for a
review of the existing Six-Year Plan by the Planning Commission in order to
make it an organic whole. We do not consider the formulation of a rigid plan
desirable, but in order to chalk out a programme, whether for the mobilisation
of capital or building up of technical skill, an indication of the schemes to be
taken up within an overall framework is indispensable. In order to enable quick
execution, the schemes must be fully worked out in advance. The constitution,
of a planning group of technical experts has been suggested by some foreign
experts, in order to undertake planning in various sectors. We feel that if the
planning Sub-Commissions do their task properly, and have their schemes duly
prepared and scrutinised by experts as prescribed in the rules of procedure, no
further technical examination should be necessary. A general economic appre-
ciation of the schemes recommended, the assessment of their repercussions in
other fields and the integration of proposals relating to different sectors should
be the function of ‘the secretariat of the Planning Commission.

495, Another observation that we have to make on the existing planning or-
ganisation is that there is no machinery to keep an overall watch on economic
events in the foreign countries as well as within Pakistan. The various Minis-
tries are concerned with their own particular spheres and have therefore a
departmental outlook. The Office of the Economic Adviser is expected to dis-
charge this function but in the absence of the Economic Adviser and incumbents
of other senior appointments in his office, no effective contribution has been
possible. Happenings in the last two years have brought into relief the import-
ance of an organisation, which should be responsible for closely watching econo-
mic activity, at home and abroad, to point out the symptoms as soon as they
appear and to suggest remedies before it is too late. We therefore regard the
early appointment of an Economic Adviser as extremely important, One of
his functions would be to prepare appreciations on current economic problems,
external and internal, and disseminate them to the Central Ministries and the
Provincial Governments. As a logical step, we consider that the FEconomie
Council should concern itself not only with development as such but with all
economic problems, which have such vital bearing on development.
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Section 2.—Statistics

496. The availability of accurate and up-to-date data is of fundamental Need for

accurate and

fmportance to any Government, whether for planning of development or conside- up-to-date
ration of other problems of administration. Underdeveloped countries do not statistics.
have adequate statistical machinery. Our task would have been greatly facili-
tated, if reliable and up-to-date figures had been available in all cases. In certain
cases, different 4&ts of figures'for the same item were supplied to us on different

oceasions.

Thé“modern trend is towards controlled economies, which makes

statistics all the more important in order to ensure effective observance of controls
and avoid adverse results. We have pointed out the need for accurate trade
(and price), balance of payments, agricultural and industrial statistics in Chapters
I 11, IV and V, and would now make a few general observations.

. 497. At the time of the Partition, the statistical machinery in Pakistan con- centrar —
sisted of a number of statistical cells inherited by the various Central Ministries, Statistical

ffice

THey varied in technical competence and on the whole were inadequately staffed '
and equipped. On the recommendations of a Statistical Organisation Committee
appointed in April 1948, the Central Statistical Office was constituted. It began
functioning in September 1950 and was headed first by an expert made avail-
able by the United Nations and now by an expert offered by the U. S. Govern-
ment under the Point Four Programme. The statistical cells have been merged
into it except in the case of the Ministry of Agriculture. The scope of its activi-
ties has gradually increased and a monthly statistical bulletin has been issued
since March 1952, giving statistics about foreign trade, irdustrial production,
prices, Communications and ﬁnanﬁe. Furthier improvement is called for in a
. number of directions :— ‘

(1)

(ii)

(iii)

The scope of functions of the C. S. O. should be enlarged to cover Eg’;‘;ggﬁ’:;‘st
statistics relating to agriculture, labour, housing, living conditions )
and population census. Census is basic to national statistics, as it

supplies data on population, education, occupations and ‘many other
characteristics, and should therefore be made a responsibility of the

Central Statistical Office. A census organisation, created periodi-

cally, leads to loss of much useful data. All statistical work should

as a rule be centralised in the C. S. O.

Greater attention should be given to the compilation of national National
income statistics, which should be collected and published annually. g,
Arrangements should be made to fill the existing gaps in certain
sectors and secure reliable data for them.

The C. S. O. should be strengthened by the provision of trained staff Staff and
and mechanical equipment. Adequate printing facilities should be ®avipment.
available to the C. S. O. to enable publication of statistics as soon as
compiled, and a small electric press might be provided for its exclu-,

sive use. In ‘order to 'attract suitable personnel, the question of service of
constituting a regular service of economists and statisticians should §Sopomsts.
be examined : this service could man not only the C. S. O. but also ians.

the Office of the Economic Adviser and other similar offices, and

could feed the Provinces on a deputation -basis.

(iv) Proper statistical machinery should be created in the Provinces and Compitation

the States which are the basic collecting and'compiling units. There 224 co-ordi-
should be effective coordination between the C. S. O. and the Pro-

vinces and States in the same way as between the C. S. O. and the
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Central Departments, etc., having statistical offices e.g. Custom
Houses, S. B. P. and others. It would, be advisable to have a stand-
ing committee of Central and Provincial|State representatives to
consider problems connected with the technique of collection, com-
pilatéoxé and interpretation of data. All duplication should be
avoided.

Surveys. (v) Survey operations should be given full attention. Studies relating
to family budgets have already been started by the C. S. O. in co-
operation with the Provincial Governments,; their range should caover
the various classes (by occupation and income level) of people parti-
cularly in the agricultural sector. Similar surveys should be under-
taken in other fields such as agricultural production, land use, housing:
and industry, by the ProvinciallState Governments undef the
guidance of the C. S. O.

ﬁ‘g‘ttsll;t;f;; (vi) As there is resistance on the part of the people at large wwarus

' statistics, suitable statistical legislation should be brought out so that
statistics in Pakistan are given a firmm and legal basis with appro-
priate responsibilities attached to the public at large as well as
Government officials. At present, legislation exists only in respect
of industrial statistics.  Further, the importance of statistics and
the need for public co-operation to ensure their accuracy should be

publicised.
ESOH}PtOf 498. Statistics should not only be accurate but they should be available
suﬁ,psgcal promptly and up-to-date. All necessary steps should be taken by the C. S. O.
data. and by the Provincial statistical departments in order to compile and publish
statistics without any avoidable delay. ]
Indepen- 499, It is important that the collection and compilation of statistics should

dence . . . . :
of statistical be done on a purely obiective basis ; otherwise the resultant figures might do

approach.  more harm than good. The analysis and interpretation of statistics should also
proceed on scientific lines and there should be no pre-conceived ideas to prove
or disprove a proposition. It is the job of the administrators and not the statis-
ticians to formulate policies and the latter should, therefore, be completely un-
biased in their outlook.

Oificial 500. Linked with statistics, is the question of Government accounts. The

accounts.  fficial accounts have been maintained in a form devised several decades ago
and it is frequently found difficult to get data in an easily intelligible shape or
at short notice. In the case of commercial departments, the accounts must be
maintained practically on the lines of commercial concerns. In the case of
other Government accounts also, the system of accounting and compilation
should be revised and we would suggest that a committee of experts should be
appointed to go into the whole question and make detailed recommendations.

‘ Section 3.—Other considerations

Constitution-, 501. We should like to take this opportunity of making some observations
?5;3{"5‘,‘"“" of a general character which have an indirect but important bearing on the
problems we have been considering. The present constitution of Pakistan is
the Government of India Act, 1935 as adapfed at the time of the Partition, and
amended subsequently from time to time. It indicates the spheres of legisla-
tion of the Federal Government and the Provincial Governments and includes
a list of subiects in which the Central and the Provincial Governments can both
legislate. The new constitution of Pakistan is in the process of finalisation. For
balanced and speedy development, with the minimum wastage of resources,
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central planning is essential. While the execution of national programmes
should be left to the Provinces as far as possible, their formulation must be done
on a coordinated basis for the tduntry as a whole. We would therefore suggest
that in the new constitution, planning and regulation of development should be
made a Central responsibility.

. 502. The administrative machinery'of the Government can be a serious Administra-
bottleneck for developtient in a-controlled economy. We recogniseithe valuable E‘r‘;e maghin-
role played by -civil®servants in erganising the administration .of the '
new country and are aware'of the very hard Woérk which mostiof them put in. But

we cannot help referring to the cortruption which is spteading and which is
undermining the structure of administration. (We have referred to this danger

more fully in a subsequent paragraph. There is also slackness of effort in

many offices and inordinate delays occuyr.» The loss of time not only costs
money but is also very upsetting, and cases have been reported to us where an
intending industrialist gave up the enterprise merely because he could no
longer afford to run from one office to another, in order to complete the various
formalities required or secure the facilities offered. One reason given

for the delays is that the junior staff is not well-trained and we would
therefore urge that suitable training programmes should be organised at all
levels. It appears, however, that the fault lies more with ‘the various pro-
cedures and formalities which have to be gone through before a decision is
reached. Inter-departmental consultation ahd coordination have their merits

but they can be overdone. Too many meetings are held and too many com-
mittees are appointed, and the responsibility for decision is cut into bits. An
Organisation and Methods Division has been created recently in the Central Gov-
ernment and we hope that it will not only look into routine procedural matters
.but also into the problem of allocation of responsibility and its speedy discharge.

The benefit of its studies and operations should be extended to the Provincial
Governments also. As an immediate practical measure, we would suggest that

a watch should be kept on all delays in correspondence or in reaching decisions,

by the highest official in the Ministry|Department, who should give this require-

ment personal attention in spite of the other demands on his.time.

503. Frequent complaints are heard against the common service depart-D.G.S.&
ments such as the Pakistan Public Works Department and the Directorate D.
General, Supply and Development. In the case of the former, long
delays occur in the various processes connected with the construction of build-
ings required for developmental and other purposes, and we can only suggest
that some procedure should be devised whereby these processes can be initiated
earlier and completed in shorter periods. Similarly, in the case of D. G. S. & D.
serious delays occur and the Provincial Governments and other indenting
departments have made them a standing grievance. D. G. S. & D. is a very
important department and the scope of its Supply Wing has expanded at an
extraordinary rate, as shown by the following figures :

Table No. 107 —Purchases made by the D. G. S. & D.
(In lakhs of rupees.)

Years Indigenous Foreign Total
purchases l imports
1947-48 47 3,54 4,01
(August—March).
1948-49 2,55 11,83 14,38
1949-50 ... 5,00 14,09 19,09
1950-51 5,14 16,26 21,40

1951-52 ... e e 6,21 40,05 46,26

(Source: D. G. S. & D.)
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A major portion of the purchases made is connected with development projects
and delays upset the entire progress, sometimes very seriously. We suggest that
the entire organisation should be overhauled anireplanned as a business con-
cern. The various "processes connected with pu¥chase should be made almos}
automatic. Ledgers should be maintained under different categories showin at

any time the extent of the orders placed, the sources of supphes detaild ‘of
delivery and the commitments with regard to different currencies. A system of
card-indexing, and -“cgntinuous pro ressmg of orders. pl ced should be 1ntrp
duced. The purcha e organisation’ in London anc‘f shmgton which are
responsible for lar e orders, shblld submit periddi Statements to  the
D. G. S. & D, so that the latter can keep its leggers up-to-date. We
would further suggest that the accounts of the purchase offices abroad
should not be mixed up with tHe -accounts of Diplomatic Missions to
which they are attached. The D. G. S. & D. should have regular liaison
with the other purchasing offices i.e., Railway Division (rolling stock and
sleepers), Posts and Telegraphs Department (telegraphs and telephone equip-
ment), Ministry of Food (food purchases) and Ministry of Defence (warlike
stores), the purpose of liaison being to evolve common procedures and to secure
the most advantageous terms vis-a-vis the same supplier. The staff of the D. G.
S. & D. should be properly trained and technically qualified persons should be
appointed to deal with different stores. An efficient system of accounting should
be-devised in the D. G. S. & D. also, in order to indicate the position of transactions
at any time and to ensure prompt payment of bills. The inordinate delays which
occur at present in settling the bills result in pushing up the quotations from
suppliers, who make allowances for the interest they have to pay on advances
secured from banks.

rf’. 504. We would like to add here that too much burden should not be thrown
on”’the Government ‘administrative machinery. The resources of the Govern-
ment, in qualified personnel and in finance, are limited, and they should not
therefore undertake more than what they can perform efficiently and effectively.
It has been rightly decided not to nationalise more than a few specified industries.
The scope of staté trading should also be restricted as far as possible. In the
course of our study, we have suggested the establishment of a number of corpora-

- tions. The -advantage of such organisations is that while the Government can

control and regulate their activities, the former can function more freely and ex-
peditiously than Government offices. We would take this opportunity to reiterate
that the people at large should also not expect the Government to do everything
for them. As responsible citizens of a democratic State, they should assume
their share of responsibility for the orderly promotion of economic and social life.

505. Official delays may also be attributed to the inability of various officers
to take final decisions for want of delegation of powers. Since the Partition,
there has been a gradual shift towards concentration of responsibility, so that a
problem is referred up and up and finality is reached after long. If officers are
given powers and confidence is placed in them, there is no reason why they should
not rise to the occasion and justify the trust reposed. A few errors and mistakes
will be less harmful than interminable delays. Financial responsibility must be
similarly delegated and officers representing the M1n1stry of Finarte posted to
various Ministries and- Departments as Financial Advisers. THheir powers should
be defined and within thése powers no reference should be necessary to the
Ministry of Finance. There seems to be an atmosphere of lack of confidence and
for each officiallorganisation entrusted with a certain work, another officiall
administration is provided for supervision or check. Some supervision and
check is no doubt necessary, but it can be overdone. We feel that, apart from
adding to efficiency and speed in disposal, appreciable economy can be affected
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in expenditure on administration by proper delegation of powers and judi-
cious reposal of confidence in .government officials|organisations.

506. The general tone of a ministration needs much irhprovement. Corrup- Corruption
tion and nepotism are rampant. We recognise that higher standards of public f‘s‘:g nepot-
conduct are expected now than previously and a more critical attitude
is adopted towards the national Government. But it is also true that
gﬁre has been deterfioxjsil(t{ion in the moral fghric, both of.pfficials and of persons

o seek favours frofy; officials. The offer of a bribe;as well as the

acceptance of it shotild be a penal offence inyglving deterrejit punishment. The
practice of sifardsh is statéd to be more prevalent now than'ever before and it is
alleged that almost hothing gets done unless it is backed by recommendation of
some sort. This is most unfortunate as it destroys confidence in the working of
administration and leads to all types of abuses. Publi¢ men who gain their posi-
tion through' votes of the electorate are more vulnerable to requests of favour:
In order that the officials should perform their duties without fear or favour, it is
important that no undue influence should be brought to bear on them. The
services should, therefore, have adequate protection, and they should not expect
to secure advancement by subservience to political influence. Integrity of
character and independence of judgment should be the most valued qualities of
officials and full weight should be given to these features when making promo-
tions. The present system of litigation is another potent factor in corruption.
We urge that something should be done to simplify and shorten the procedures
for settlement of disputes, which at present drag on and on, almost indefinitely.
We have also been told that only an insignificant percentage of the cases of
corruption detected by the Special Police Establishment result in punishments.
The causes for this should be investigated and removed. However, the evil of
-corruption cannot be dealt with on a curative basis only ; indeed, the preventive
basis would be more effective. The leaders should focus attention on it and
create an atmosphere where corruption would be considered so wicked and %o
unsocial as to be voluntarily shunned. The non-officials are as much responsible
for any corruption in public administration as the officials. The standards of
conduct. both public and private, need to be rdised.

507. The evils of provincialism and sectarianism also appear to be spreading. Provincial-
Such tendencies are directly opposed to the basic concept of unity of national 51224
existence. They must therefore be discouraged in every form in which they ism.

nianifest themselves.

508. We would also ask for a change in the official attifude towards industry, offeial

trade and development generally. The objective of the Government and the {heourase-
nation is to secure rapid development of the country’s resources and to improve development.
all sectors of economy. The official attitude should not therefore be one of °
raising objections or even of passive interest, but.it should be one of active
sympathy. There should be few occasions for taking stand behind authority
and regulations. On the other hand, an identification of interest between the
Government and the people should be developed. Officials should guide and
advise how to meet technical formalities. Indeed, they should be inspired By
an enthusiagm to;further the cause of progress. The problem is no longer: of
maintenance’ of law and order, or of conducting routipe administration, howso-
evér efficiently, but of improving conditions of living.and levels of employment.
We consider that as an incentive, the contribution that an official makes in the
programme of development and the attitude which he adopts towards matters
affecting economic progress, should be taken into account when assessing his
worth at the time of recording his annual report or considering his promotion. A
directive should accordingly be issued to all Central Ministries and Provincial
Governments. 179
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509. In a democratic ‘Government, “the public view-point must obtain.
supreme consideration. On matters of high poliey, it finds ventilation through
the legislature, but itis also important that Hun-official opinion should be
consulted, from time to time with regard to other Government decisions parti-
cularly when they affect the people at large. "We have elsewhere emphasised
the importanée of consulting trade in framing trade policies.. Simildr considers
ation applies to other fields of Governmental activity. We would add here that
public criticisin--shdgld be welcomed and full opportunity should be given. for
its expression.’ Whi¢gh we suggestzghis; we also hopeqthat -the public also, in
its turn, would avoid irresponsibld‘criticism and would, in discussing Govern-
ment policies or procedures, make'constructive suggestions, keeping always. in
view the larger national interests rather than Provincial, sectional -or personal
considerations. It is not only necessary for the Government to take the people
into confidence but to educate and instruct them so as to enlist their under-
standing cooperation.

510. We have repeatedly urged the need for austerity and for saving in the
present to build up the future. Not only savings, but hard work is needed. We
must adopt business-like habits and do a full day’s job and even more, each one
of us. It is only the hard work and savings of the present generation that can
give a better life to the next generation, and so on, and the process must be conti-
nued until we are able to compare ourselves with the economically advanced
countries. Freedom is certainly no synonym for laziness : freedom has to be
safeguarded by continuous hard labour and sacrifice. The virtues which
enabled nations to achieve remarkable progress are self-discipline, sense of
responsibility and the will to work. Not only must we work hard but we must
take pride in our work, however humble it may be, in the belief that it makes a
contribution to the country’s progress.

511. Finally, action is more important than deliberation. The submission
of reports and the making of recommendations will not help, however good they
may be. What is needed is steady implementation of decisions once reached.
No relaxation of effort should be permitted until a real improvement in the
standard of living and a reasonably high level of employment is achieved.

Section 4.—OQOutlook for future

512. Our objectives are the improvement of conditions of living of the com-
mon people and the provision of minimum standard of living in the immediate
future, and, for that purpose, avoidance of unemployment and under-employment,
as far as possible, through development of a balance and diversified economy. We
should aim at the fullest utilisation of our natural resources : we should increase
food production, make the best disposal of our surplus commodities and develop
industries based on our raw materials. Finally, we should ensure equitable dis-
tribution of goods and equal opportunities for all.

513. Our limitations are an excessive dependence on agriculture. Industry
is yet in its infancy. The earnings of foreign exchange, therefore, depend on a few
raw materials, the prices of which are subject to violent fluctuations. The
Government revenues are likewise heavily dependent upon custom revenues.
There is at present lack of iron and steel and shortage of coal and oil. Our
administrative resources as compared with other countries are small and the
availability of technical manpower is inadequate.

514. Though the present conditions are difficult and there is uncertainty
attached to factors operating in the immediate future, there is no cause for undue
anxiety. Even the most optimistic persons could not hope that the prices of raw
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materials would remain at the levels which they touched during 1951 and the need
for réadjustment was bound to arise sooner or later. It has arisen sooner than
expected, but the present conditions are generally not worse than prior to the
Kot¢an boom. The Central revenues, no doubt, threaten to go down to a low level
and necessary measures would have to be taken. But the foreign exchange
"earnings, despite the steep fall they have recently registered, are still much
better than 1949-50, and would improve in the following years. The interna-
tidnal recession .has alpéady lasted nearly twp years and may have almost spent
itself. The supplies ofiprimary commodities are readjusting. themselves to the
changed conditions of Werld demand and the production;. and .consumption
levels of the world are bound to stabilise in due course. We have valuable re-
sources in our raw materials. Economic prosperity can therefore be secured pro-
vided, on the one hand, realistic domestic policies are followed and, on the other
hand, there is real international cooperation. We must be constantly vigilant and
should frame our policies, taking full account of internal and external factors,
and keeping in view our objectives and our limitations.

515. Pakistan has lived through five years of stress and strain, and despite Outlook for
our limitations, we have made positive progress : economic life has stabilised f®re.
since the Partition, banking and trade have been organised and internal produc-
tion has increased. Notwithstanding the present difficulties we can face the
future with confidence. Our greatest wealth is the unbounded enthusiasm and
the patriotism of the people and their faith in their future destiny. While that
subsists and there is willingness to wark and make sacrifices, and uphold the
virtues of “ unity, faith and discipline ”, the road to economic prosperity and
stability is assured.
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CHAPTER X

SUMMARY bF CONCLU$IQNS AND RECOMMENDATIONS
Chapter I.—Review 'of Economic Situation

1. The ;recessug% has been sov;elt;e but with deter;g}}ggtlon and proper plan-
ning, its effects can be overcome Rara 1).

2. The important points for Pakistan aré that the quantitative demand for
her products should be firm and that prices of the goods $iie has to import should
be in reasonable relation to the prices of raw materials. There is no indication
of failure on these points, from a long-term point of view (para 3).

3. As payments for Government imports are at present not shown in the
foreign exchange accounts distinctly from other Government payments; it is not
possible to work out an accurate balance of all exports and imports (para 4).

4, The drain on foreign exchange from invisible imports is excessive, mainly
on account of the undeveloped character of our shipping, banking and insurance
services (para 9).

5. The fluctuations in our export prices since the Partition show the stresses
to which our economy has been subjected on account of changes in world markets.
It is remarkable that it has stood up to these knocks as well as it has done. We
age once again passing through difficult times (para 22).

3¢ 6. The average individual consumption of cloth, taking into account produc- +
tion of handloom and allowing for unused stocks of cloth and yarn, appears to
be about 10 yards (para 24).

Chapter II.—Trade and Commerce

7. The balance of trade is of vital importance in our economy. After pay-
ing for the consumer goods and developmental goods imported on private
account, and defence stores, capital equipment and other goods imported on
Government account, a favourable balance is required to meet the excess of
invisible payments over invisible receipts (para 30).

8. Improvement in the balance of trade can be effected in two ways—by
increase in exports and by reduction in imports. Reduction in imports is no
real remedy and has advéise consequences. Nevertheless, it is unavoidable in
circumstances where exports are inflexible and export prices are not favourable

(para 32).

9. -Provision has to be made for an adequate Qupply of capital goods and of
industrial raw materials (para 33).

10. There should be a reasonable balance between expenditure on import
of defence stores and the expenditure on developmental goods and other essential
imports. It should thus be possible to effect reduction in external: xpendlture
on defence. Further, productive capacity should be rapldly expanded W ’c’hm
the country for the supply of as many defence requirements as possible (para~34)

11. Most substantial reduction will have to be effected in the case of con-
sumer goods (para 35). Except in the case of cloth, the field in which savings
can be effected is very limited. It is important that not merely the supply but
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the demand of consumer goods should be reduced. The nation must recognise
and accept the need for austerity (para 36). The Government must frame its
future import policy on this basis (para 37).

. 12. All imports should be made licensable. Credit restrictions imposed by:Licensing.
the Government may he removed: The procedure, for licensing should be

simple and so devised that delays and hardships in the issue of licenses are

avoided, particularly-in the case of capital goods and jndpgtrial requirements

(para 37). - v b

13. ‘Side by side, a8t6H should be taken®to limit the prBiits of importers in Limitation, .
order to ensure that the consumer is not undlily birdened!” Strong admihistras o Proft
tive and legislative measures should betaken to prevent profiteering, corruption
and other anti-social practice in trade. ~ The Government should also take
necessary steps to encourage the establishment of “ fair price ” shops and of con-
sumer cooperative societies which would make direct imports (para 37).

14. We do not agree to total banning of luxury goods but recommend that Luxgry
their import should be severely curtailed. We have also suggested the imposi- #*°°
tion of heavy import duties on such items (para 38).

15. The import of goods produced within the country should be banned or Locally
restricted according as the local production is sufficient to meet the entire or Sroge
partial needs of the country, subject to the conditions stated (para 39).

16. In the present circumstances, the maximum amount for commercial Ceilings for
imports should be Rs. 80 crores per year. The figure should be raised suitably f&§$f§° @
when improvement occurs in our foreign exchange earnings. Ceilings for import
of various classes of goods and individual items should be fixed after due
.deliberation and balancing of different.requirements. A sum of Rs. 1 crore per
annum should be kept aside to meet the unforeseen requirements of industrialists-
in-between the licensing periods (para 40).

17. Total cloth supplies for the time being should be based on a maximum Cloth
consumption rate of 10 yards per capita. Imports should be allowed after taking ™Pors:
into account total mill and handloom production within the country. On the
other hand, imports of yarn should be-allowed more liberally (para 41).

18. While the foreign exchange position is difficult, sugar imports should be Sugar
severely cut down (para 42). imports.

19. State trading should be- considered only for commodities which are vital $tate
requirements of the people, e.g., foodgrains, or of which the Government are the racine.
- biggest consumer, e.g., coal. There is no justification for state trading in iron
and steel and the existing stock should be liguidated and furthér imports left to.
private enterprise. We do not consider any expansion of state trading desirable,
whether on import or export side (paras 43 and 44). )

20. The expenditure on state trading (or stock-piles) should appregpriately Financing
be met through advances secured from the commercial banks and not treated as ’?rﬂ,ff-f;g_
capital expenditure (para 43).

21. The Government should consult the commercial community on al] Consiltation
matters affecting frade. ‘The trade associations shoﬁ:ld also make themselves with trade.
rﬁ;?tequeful (para45). 5

+:22. The main hope for improving the balance of trade lies in the promotion Export.
of exports and the most vigorous effort is called for in this direction (para 46). Prometo™

23. Tt appears that adequate attention has not so far been given to minor Minor
exports, existing or potential (para 48). exports.
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24. Except in the case of main foodgtains and parti¢ularly vital mlzitt‘ezl"ials,,
there should be no export control, subject to conditions stated (para 49). . -

25. In the case of thanufactured goods, not onlly the component raw materijals
should be allowed to be imported freely, but réfund should be. given of the
import duty paid, if any, on evidence of exports (para 50).

26. Wheré ‘exports' have to bé f%ontrolled, the licen$ing system should*‘be
simple and automati¢. Wherever pdssible, destihational duotas alone should be
prescribed and ihdividual licensingi8hould not be insisted upon (para 51). !

27. In determiitsifig the rates fd%*export duties orﬁgggfcultural produce, it"is
essential to ensure that the interest§lof the grower do not unduly suffer (para 52).

28. Refunitl of excise duty paid on exportéd goods should be made promptly:
(para 53).

29. Like excise duty, sales tax paid on capital goods, should be refundable
(para 54).

30. Re-exports could be @ medns of earning foreign exchange, particularly
in relation to the dollar area (para 55).

31. While grades and standards should be prescribed for all commodities,
their adoption should be left open to exporters. In ‘the case of manufactured
goods, a procedure for the issue of quality certificates by the Pakistan Standards
Institute should be introduced (para 56). '

32. A Pakistan Arbitration Association should be set up to give speedy
awards in trade’ dispufes and it should establish links with similar bodies in
other countries (para 57).

4t 33. The Directorate of Commercial Intelligence should be expanded into a
Départment of Trade Promotion to give fuller attention to export promotion and -
tg perform the functions stated (para 58).

34. Trade Commissioners should be given fuller guidance from Karachi and
should be properly trained for their duties (para 59).

35. The offices which -have dealings with traders should adopt commercial
methods of disposals, and instead of raising objections should guide the traders
(para 61). ’ - e

36. Increased facilities of transport and communications (some mentioned)
are a great help to the trade (para 61).

37. The fluctuations in world position with regard to jute. should be kept
under continuous examination so as to ensure satisfactory disposal of crop
from season to season. The recommendations made by the Jute Board in 1950
should. be pursued, keeping in view subsequent developments (paras 64 and 66).
The Central Jute Committee shquld formulate and pursue a coordinated pro-
gramme (para 67).

38. No pains should be spared to improve the-quality of cotton, whether by
use of better seeds or by improvement in picking, grading and ginning (para 68).
The proposal for the establishment of a hedge market in cotton should be
examined by an expert committee to be appointed by the Government, (para 68).
Further expansion and adtive pursuit of the Central Oetton Comitittee’s: pro-
gramme is recommended (para 69).

39. Cotton seed should be increasingly utilised for manufacture of ‘&ible
oils and. in the meantime, a grading scheme for exports should be introdiiced
(para 70). '

: 40. The wool grading scheme should be applied effectively and a system of
yield certificates should be prescribed (para 71).
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41. The quality of hides and skins should be improved by modernising flay- §1ﬁ25 and
ing and curing (para 72).

49. ‘The rehabilitation of tea estates owned by Pakistanis should be taken up Tea.
urgently (para 73).

43. The cultivation of hukka and chewing varieties of tobacco should be Tobacco.
partially diverted to biri tobacco and larger quantities of virginia tobacco should
be grown. The Government should organise an export programme (para 74).
& 44, Fish exports should be enlarged by expansion and modernisation of Fish.
fishing facilities, etc., in West and East Pakistan (para 75).

45, The fruit trade should be organised and pickihg and packing methods gruit.
improved. Grading should be introduced for exports (para 76).

46. The standard. of sport goods and surgical instruments should be main- Sport goods.

tained to sustain exports (para 77). ,

47. Every item which has been exported or has potentialities for exports Other

should be examined to see how and in what direction exports can be enlarged “*°™
(para 78).

48. The prices of exports should be realistic and competitive, and.the cost S;Ii)c:r?sf.‘
of production should be brought down as far as possible (para 79).

49. Pakistan cannot afford to ignore the prospects offered by trade and Tradeand

‘s ditis
commodity agreements for the disposal of her surplus commodities on terms S‘;‘r‘;‘c’;‘,’eﬁt‘sf
most favourable to her (para 80).

50. The existing pattern of bilateral trade agreement should continue’ (para Bilateral
83). However, in respect of individual commodities,,long-term arrangements 28ments
. for disposal should be tried particularly with countrigs with which we ‘have a and barters.
regular deficit in balance of payments. Long-term contracts and barter arrange-

ments should be acceptable in conditions where they are found more advanta-
geous (para 84).

51. It is in our interest to accept commodity agreements in principle. As acif:elg‘;g'ttsy
such agreements cover only a part of the actual or potential surplus, the door to *® '
bilateral agreements with countries not parties to the commodity agreement, is
not barred (para 88). If we can ensure stable price for our exportable com-
modities, it will add materially to the strength of our economy (para'90). An
international commodity agreement in cotton would give stability to the internal
cotton market. A commodity agreement in jute would be of advantage only if
it ensures the creation of additional world demand (para 89).

92. The need for promotion of trade between West and East Pakistan is self- Inter-zonal

evident (para 91). The Government should subsidise air and shipping com- trade.
panies for passenger traffic to the extent considered necessary. For trangport of
goods, movement between the two wings should be treated as inland movement
and “through” booking facilities should be provided by railways (para 92).
Fuller investigation should be made of the commodities suitable for inter-zonal
trade. Inter-zonal trade offices may be set up at Karachi and Chittagong and
Provincial commercial museums may be established in all impotrtant Provincial
towns displaying the products of all Provinces (para 94).

53. It is difficult to judge the adequacy of credit facilities' for trade in its Financing
various stages, without fuller data (para 95). of trade.

54. The bill market in Pakistan should be developed and, as one measure, Bill market.

special legal protection should be granted to the settlement of claims against
bills of exchange (para 104). )
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55. The absence of well-regulated warehouses and a system of warehouse
receipts is a big obstacle to availability of credit facilities to cultivators and
traders. The Government should sponsor one or more corporations for estab-
lishing warehouses in the country. A chain of warehouses stretchihg-through-.

out the country in all important mandis and collecting centres, is needed (para
105).

56. Immediate consideration should be given to the question of control of
prices to relieve the consumer from possible hardship. It ds a matter of regret
that in many cases, excessive profits have bgen charged by importers and middlac
men ; suspension of O. G. L. would worsen the position (para 106). v

Ordinarily, control should be imposed on the most essential items which are
in short supply. The Essential Supplies (Temporary Powers) Act of 1946 should
be enlarged only to the extent considered really necessary (para 108). The
corollary of price control is distribution control (para 109). All measures to

arrest rise in prices should be adopted (some measures have been suggested)
(para 110). .

57. Steps should be taken to remove the disparity between prices in West
and East Pakistan (para 111).

58. Accurate and reliable statistics in prices are necessary for any effective
price control administration. A special Price Section should be set up in the
C.S.0. (para 112). A system of covering free market prices should be adopted.
Official statistics, based on control prices, do not inspire confidence (para 112).

59. All possible steps should be taken to eliminate delays in compiling
trade statistics (para 114). Government imports should be classified in the same
way as private imports '4nd recorded in similar detail (para 115). A number of .
detailed suggestions haveé been made in para 116.

Chapter IIl.—Balance of Payments.

60. The foreign exchange reserves came down to Rs. 66 crores at the end
of September 1952. We recognise that the decline in the prices of our exportable
goods has been more precipitous than expected. We feel, however, that the
restrictive measures adopted by the Government from time to time should have
been imposed earlier than they were (para 121).

61. The existing level of reserves being low, we must live within our earn-
ings. We have to balance our foreign exchange receipts and payments on
current account : indeed, we must build up our foreign exchange reserves as
soon as circumstances permit (para 122).

62. Our invisible exports are very small and the scope for increasing
them does not appear to be large at the present stage. But there are prospects
in certain fields, for instance, tourist traffic. Everything possible should be done
to encourage foreign tourists and a tourist organisation should be set up for the
purpose. Facilities should be provided to transit passengers passing through
Karachi to visit the city during their halt (para 125).

63. The holding of international conferences in Pakistan should be encour-
aged to the extent facilities can be provided for them. Likewise efforts should
be made to have regional offices of the United Nations and other international
agencies established in Pakistan (para 126).

64. The possibility of developing free zone for imports and re-exports should
be explored (para 127).
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65. While thete is little scope for effecting improvement in invisible exports BeS*.UC_ﬁPI;l]
in the immediate future, there are better prospects of effecting savings on import.
invisible“imports (para 128). Detailed recommendations for reducing the
yolume '6f invisible expenditure are given in paragraphs 130 to 137. They cover
travel quotas, family remittances, agency commissions, refunds and rebates, film

rentals, air transport, shipping, remittance of profits by foreign companies,
in§urance, ete. | )

to1y66. The statistics relating to invisible payments and receipts should be im- Statistics of
psoyed. The classification of receipts-and payments should be under the same ‘avisibles.
or similar headings. The invisibles 6n Government account should be separated

from payments made for Government imports and they should be suitably sub-

divided. The existing “ Miscellaneous " heading in the case of both receipts and
payments should also be further sub-divided as far as practicable (para 138).

67. A further examination should be conducted of the “ Miscellaneous ” Further
invisible receipts and payments by the Ministry of Finance in consultation with ¢xamination.
the State Bank of Pakistan and the Ministries concerned (para 138).

68. Legislation should be undertaken to provide that all foreign business Foreign
firms should take out licenses specifying the nature of business. The question of companies.
associating Pakistani capital and employment of Pakistan nationals in commer-

cial and other firms, as in the case of industrial concerns, should be examined
(para 139). ’

69. Remittances by foreign insurance companies involve appreciable expen- Insarance

diture of foreign exchange. Certain detailed recommendations have been made Sompanies.
in para 140.

70. Every effort should be made to reduce the volume of invisible payments Government
. on Government account, e.g., the expenditure on Delegations and tours of officials nvisibles.
abroad should be curtailed ; likewise the expenditure on our Diplomatic Missions
should be brought dowr (lara 141).

71. Leakage of foy exchange occurs through infringement and evasion Leakage of
of provisions of the Foleign Exchange Regulation Act and the rules made there- foreign
. under (para 142). A number of measures have been adopted by the State Bank * &
of Pakistan but further steps should be helpful (paras 143 and 144). Detailed
recommendations to prevent leakage have been made in paras 145 to 150. Thege
cover smuggling of goods, gold and currency, illegal transfer through non-official

channels, evasions in imports and exports trade, under-invoicing of exports, over-
invoicing of imports and unauthorised imports.

72. All illegal foreign exchange transactions should be classified into major Punishment

and minor offences and deterrent punishment should be given particularly in ©F °Tence
major offences (para 151).

. 73. All receipts and payments of foreign exchange including invisibles Regular
should be examined on a regular basis by a standing inter-departmental com. ™"

mittee in order to see how far earnings can be promoted or savings made (para
151).

74, The minimum requirerpent of .foreign exchange reserves is Rsi 110 Level of
crores, as a long-term objective '(para 152). As soon as circumstances permit, "7
Rs. 10 crores should be set aside each year for this purpose (para 153).

75. The proportion of gold in the foreign. exchange reserves should be Gold.
increased substantially. As one measure, all gold confiscated by the custom
authorities should be made over to the State Bank at the official price (para 154).

76. An assessment of the future position of balance of
difficult as our earnings of foreign exchange depend upon
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of our primary commodities, the level of which is largely affected by world
factors. Nevertheless, some sort of appreciation is essential to give guidance
for planning (para 155). Estimates of receipts and payments for the-year July
1952—June 1953 have been made-in paragraphs 40 to 44 and a net deficit of Rs. 44
crores during the year is expected.

77. A detailed proforma should be prescribed by the Ministry of Finance
for estimates of requirements of foreign exchange to be furnished by various
Ministries for the purpose of preparation of foreign exchapge budget every }lalf-
year (para 159). : o

78. For the succeeding four years, earnings of foreign exchange have been
estimated at Rs. 160 crores during 1953-54 rising to Rs. 190 crores during 1956-57
(para 161). The improvement will be due mainly to export-of jute manufactures
and rice (para 161). On the other hand, the level of payments will be reduced
on account of increased indigenous production. On the whole, it should be possi-
ble to balance the foreign exchange budget every year. Rs. 10 crores should be
set aside annually to rebuild foreign exchange reserves from the year 1954-55
onwards (para 162). The appropriate distribution of foreign exchange payments
is indicated in para 163. "

79. There is a disturbing feature for the next year at least, viz., the need
for import of wheat. The wheat shortage will have to be made good in any case
and ever¥ effort should be made to secure wheat loans from foreign Governments
or agencies (para 164).

Chapter IV.—Agriculture.

Y 0. The economy of Pakistan rests mainly on agriculture. Recession in
production or in prices of agricultural produce means all-round distress, the first
victim of which is the farmer himself. The peasant and his occupation should,
therefore, receive the fullest consideration in any schme of planning for economic
‘stability (para 166). ’

81. Food production has not kept pace with population growth (para 169).
The world demand for foodstuffs must increase with the rising populations and
standards of living. The demand for other agricultural commodities is also
like to increase with higher production and consumption levels in the world.
Increase in agricultural production is therefore of vital importance (para 170).

82. An overall target of 25% increase over the existing output, within the
next 5 years, should be aimed at (para 171). Judging by previous experience
and present programme, the achievement of this target appears almost impossi-
ble, but if a determined effort is made, the restilt might not fall too short of the
objective (para 172).

83. The main causes of low average yields of our crops are the cultivation
of marginal and sub-marginal lands, climatic factors including lack of water, and
lack of humus (para 176). The attainment of yields available in countries more
fortunately placed in these respects, is therefore extremely difficult (para 177).
However, there is room for imprévement. But we must develop our farming
to accord with the natural conditions of our country and our social structure
(para 178).

84. We are not in a position to express on opinion on the merits of individual
projects, but would emphasise the need for a very careful enquiry into the poten-
tialities of a scheme before it is launched (para 180).
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85. We recommend the most vigorous action for the development of wate
resources of Pakistan. Apart from big rivers, the potentialities of smaller water-
ways and of subsoil waters should be investigated, and a concerted plan of actio.nx
drawn up (para 181).

86. The smaller irrigation schemes which are easier to handle and inexpen-
sive to execute, promise more immediate results and greater attention should be

given to them (para 182). ,

‘16%7. Almost as important as irrigtion projects, are those for the conserva-
tion and reclamation of land gone out of cultivation. The highest priority should
be given to the completion of pilot anti-water-logging projects (para 183). The
reclamation of eroded soils in Punjab ard Baluchistan should be attempted more
diligently and extensively than hitherto (para 184). ,

88. High priority shoyld be given to the investigation and designing of the
Ganges-Kobadak Scheme and other parts of the Brahmaputra Project in East
Bengal. In the meantime, smaller excavation and drainage schemes, covering
khals and.beels.should be executed with speed and determination (para 185).

89. Double cropping and inter cropping should be extended wherever
possible, particularly in East Bengal and the Lift Irrigation Project there should
be expedited (para 186).

90. While in under-developed parts of Pakistan, bringing mpre land
under cultivation appears comparatively simple, increase in yields per acre
means real progress. Therefore, relatively higher priority should be given fo
measures calculated to increase yields (para 187).

91. More schemes for the provision of improved seeds and greater effort at
‘executing them, are called for (para 189). ’

92. A cheap -alfernative fuel for do ic consumption in rural areas should
be found. Trees suitable for fuel should be grown everywhere and anywhere,
and the campaign for afforestation should be intensified. Further, a less waste-
ful choolah should be evolved (para 190).

93. All possible measures to encourage green manure crops should be taken
(para 191). The use of other organic manures should also be popularised (para
192).

94. The desirability of using chemical fertilisers in Pakistan is considered
in paras 193 and 194. OQrganic manures and chemical fertilisers should be
regarded as complementary. An assured supply of water and humus must be
provided in order to secure the best results from chemical fertilisers. Syste-
matic experiments are necessary to determine the value of different chemical
fertilisers, their time and manner of application, doses, etc. Soils which are
inherently poor in humus are better served by phosphates (para 195).

95, Subsidising fertilisers will be necessary until their use has been fully
tried and they are popular with the ordinary farmer (para 195). Internal
consumption of chemical fertilisers should be raised by quick stages to 400,000
tons per year by 1957. Such expansion would largely depend upon the efficiency
of the distribution system: (para 196). .

96. The productive capacity of the. proposed fertiliser factory in Thal Area
should be expanded in due cotrse. Besides, early attention should be given to
indigenous manufacture of double super-phosphate fertiliser (para 196).

97. More suitable and- effective agricultural implements should ‘be devised,
and large scale production of acceptable implements should be arranged in order
to reduce, cost (para 197).
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Extension 98. Better farming methods should be more widely introduced and
llage Aid < otengion ” work should be accelerated. We attach the highest importance

Program®e: 4 5 the proposed Village Aid Programme. The villages are the focal points of
agricultural development and shoiild be recognised and organised as such (para
198). )

!

Economic 99. Legislation should be undertaken to acquire uneconomic holdings

holdings. .~ and re-allot them in consolidated units. At the same time, the exercise of the
/ right of pre-emption should be encouraged to reduce the number of unecqr&%r}‘i'c

holdings (para 199). €U f ' ol
Land 100. An equitable agrarian system i$'an obvious necessity for a contented
raforms. peasantry and full-scale productive effort. Unless the peasant has interest in

the land and gets an adequate return from it, no appeals for increased production
would be fully effective (para 200).

‘Large-scale 101. Co-operative, joint and collective farming should be encouraged

farming. through all means available to the Government. At the same time, in new
areas, large-scale farming should be introduced on co-operative or joint stock
basis, particularly for crops like sugar-cane (para 201).

Mechaniza- 102. A programme should be developed whereby deep ploughing

" tion. operation, once in three or four years, is done by heavy mechanical - ploughs.
Mechanization is also necessary in the case of KEast Bengal haor lands and
other areas where cultivation must be done very quickly. Besides, wherever
deep rooted weeds have to be destroyed, mechanical operations are indispens-
ible. The conditions which favour mechanization for cultivation purposes
are : reasonable cost of tractors and |allied equipment, easy availability of
repair and maintenance facilities, cheep supply of mineral oil and existence
of large farms (para 203).

Saving of 103. Another consideration in favour of mechanisation would be the saving

fodder. of fodder for work-cattle and better nourishment of milch cattle. But a suitable
tractor must be evolved to replace plough animals, without however replacing
human labour extensively (para 204). )

Other 104. Reclamation of ercded areas and of culturable wastes could not be
uses of done effectively and cheaply without the use of tractors. Tractors are also
tractors. useful for construction of bunds and village roads (para 205).

Some 105. Two institutes, should be set up to test different tractors and

requirements quxiliary implements, and evolve suitable types for our requirements. For the
of mecha®™™ present, tractors used in Pakistan should be confined to a few tried makes, and
their import should be regulated accordingly. Adequate spare parts and full
service and repair facilities should be arranged. Results of tractor operations

should be carefully analysed in the case of all major schemes (para 206).

pests and 106. Each Province or State should have a Plant Protection Branch in the
glantses Department of Agriculture, with adequate equipment, to deal with the problem
156835 of pests and plant diseases of crops and stored produce (para 207).

Water 107. An organization shouid be created on an experimental basis to deal
nyacinth.  with the water hyacinth problem in East Bengal (para 208).

Storage 108. It is necessary to evolve better household storage bins and simple

problem.  gtorage techniques, for adoption by the farmers (para 209). The requirements
of storage godowns and warehouses for distribution and marketing of agri-
cultural produce should be fully investigated and a long term programme of
construction prepared (para 210).

Livestock 109. Livestock form a very important element of national wealth. Modern
develop-  cattle development farms-should be established, particularly in East Bengal.
ment. Goat grazing should be restricted to specified areas (para 212).
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110. Poultry industry should be organized on scientitic lines (para 213). _It’oultré' and
1ts products.

111. Fishing facilities should be expanded and modernised, and,jﬁgl the Fishing,
requisites,’e.g., cold storage, curing yards and fish equipment should be provided
(para. 214).

112. Continued food shortage will have most serious repercussions, as we Food prob-
cannot possibly afford to import large quantities of foodgrains. It is extremely '™
important for Pakistan to increase food production, not only for hereself but
to h§lp to relieve the world shortage asfar as possible (para. 215).

113. By 1956-57 we should aim at an additional production of 32 lakh tonsFood re-
of foodgrains. All the resources and efforts of the Central and Provincial quirements.
Governments should be mobilized to achieve this (paras. 218 and 219).

114. The reasons for the current food shortage have been considered in paras. reasons of
220 to 226. They cover failure of rains, reduced water supply in canals, diver- gogd short-
sion from cereal to non-cereal crops, hoarding, smuggling, increased consumption g
and lower productivity, ete.

115. All possible steps open to the Government should be taken to ensure Water supply
more regulated and fuller supply of water in the canals (para. 222). in canals.

116. The regulation of prices of food-crops in relation to non-food crops, piversion of
the prices of which are essentially determined by world factors, is a most f_‘oog to non-
difficult process and fraught with many risks and complications. Similarly, °°¢ “P*
the regulation of acreage is an extremely difficult proposition and cannot be’
recomended off-hand. We suggest that the Government should assume powers
for regulation of both prices and acreage of agricultural crops, and undertake
a study of the price-area relationship. When necessary and feasible, regu-
lation could be introduced in specified areas. However, the Government
should give all the official patronage that is possible to food crops. This may
take the form of concession in land revenue and abiana, facilities of irrigation
water supplies, offer of chemical fertilisers at concessional rates, etc., (para. 223).

117. The Government procurement drive should be made as comprehen- Hoarding.
sive as possible and the hoarding and Black Market Act of 1948 should be made
more effective. The distribution of available supplies over all areas should be
arranged in an efficient and equitable manner. A food reserve, of adequate
proportions, should be built up (para. 224).

118. The Prevention of Smuggling Ordinance should be brought into Smuggling.
operation throughout West Pakistan and enforced effectively (para. 225).

119. Amongst short-term measures to improve the food situation, the most short-term
effective is the use of artificial fertilisers. A consumption target of at- least jicfoncea for
200,000 tons should be aimed at during 1953 and a special organisation should production.
be set up for the import, transport and distribution of fertilisers. Apart from
measures already adopted by the Government, to stimulate food production,
the execution of smaller irrigation schemes, including tube wells and power

pumps, should be undertaken with gxpedition (paras. 227-228).

120. A campaign of “ grow-more-food” should be initiated in the urban ggogv;;nnge--
as; well as rural areas and,-a country-wide drive should he made to bring each paign,

bit of-available land under the plough (para. 229). P

4, &~
121. For long-term improvement, the existing agricultural pr?)due%s should L ong-term
be pushed through vigorously and new schemes should be formulated. The measures.
successful completion of the major approved schemes alone should help to
produce 22 lakh tons of additional foodgrains (para. 230). '
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122. Tt seems clear that in the years to come, it will become more and
more difficult to meet the total food requirements of Pakistan from local pro-
duction. The alternative is the adoption of a system of rationalised dietetics
and using foods which are produced in the highest quantities per acre.
Increased cultivation and consumption of tubers (e.g. potatoes and sweet potatdes
should be considered, and also of soya beans (paras 231-232).

123. The supply of protective foods e.g., meat, poultry, fish, eggs and milk
and milk products should be expanded, as also of fruits and vegetables (para
233).

1Z4. Priorities within agriculture have been indicated in para. 66, roughly
in the order : cereal, pulse, oil-seeds and sugarcane, tobacco and cotton plus
fodder wherever poss1b1e (para 234).

125. Considering the rate at which human population is increasing, the
problem whether and how far population can be planned, requires careful con-
sideration (para 235).

126. Certain calculations have been made by Mr. Colin Clark regarding
levels of employment in Pakistan. The accuracy of conclusions is dependent
upon a humber of assumptions.  But there is no doubt that there is serious
under-employment in Pakistan, particularly in the rural areas (para 236). In
our view, the solution of the problem of under-employment and unemployment
in Pakistan should not be sought exclusively either in agricultural or in indus-
trial development, but in balanced development of both sectors (para 238).

127. The achievement of increased food production and extension of agricul-
tural activity would depend on the administrative and executive organisation
made responsible for it (para 239). A small committee of experts should there-
fore be appointed to make detailed recommendations for a suitable organisation
at various levels (para 244). Whatever form the organisation takes, it must b#»
manned by adequately-trained and properly-paid personnel.

128. Multi-purpose co-operative societies should be formed in each village,
or group of villages. A properly trained Government official should be appointed
as the society’s secretary.  Such officials must identify themselves with the
interests and needs of the villages (para 240). The organisation at village level
should be projected upwards culminating into a provincial co-operative corpora-
tion (para 241).

129. An autonomous agricultural development corporation should be
constituted to plan agricultural development projects and to direct and assist
the Provincial Governments and local authorities (including those which might
be set up for individual projects) to execute those projects (para 242).

130. The Provincial|State Departments of Agriculture should be ‘strength-
ened. As an 1mmed1ate measure, a_bonus scheme should be introduced to
create a healthy spirit of rivalry among “fhe officials of Agriculture Departmet{cs
(para 243).

131. There is great need for improving and extending credit facilities for
the agriculturist, both for short-term requirements at the time of sowing,
harvesting and marketing, and long-term requirements for the purpose of land
improvement (para 246). For short-term loans, pilot agricultural banks should
be established in addition to the cooperative societies. And these two agencies,
particularly the agricultural banks, should also be utilised for long-term finance
(para 247).

132. For East Bengal, the proposal for the establishment of khail-khalashi
banks may be given a trial in selected areas (para 248).
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133. The proposal for establishment of dgricultural banks should bé ‘exam- Agrlcultutal
ined further, keeping in view the features and experience of land mortgage &8
banks (para 249).

134. Control over cooperative banks should be exercised by the State Bank Cooperative
of Pakistan in the same way as over commercial banks, in order to improve bnks
their financial standing and promote their stability. Legislation should be
brought about for the purgose. The State Banks should also be made responsible
for training of officers -for these banks. However, the cooperative character of
the banks should not be changed, but reformed (para 250).

* 135. The number of regulated markets should be much larger than it is at Marketing.'
present. Greater publicity should be given to market c¢onditions and prevailing
prices of various commodities (para 251).

136. The provisions of existing legislation on weights and measures should Weights and -
be enforced rigorously and Government factories should be set up to produce ™™
standard weights. As a long-term measure, the question of introduction of metric
sysdtem in weights, measures and currency should be examined in detail by an
expert committee {para 252)

137. In paras. 253 to 263 a review of major irrigation projects has been made Review of
They are expected to bring an additional acreage of 63 lakh acres under cultiva- Iiaion
tion and increase food production by 22 lakh tons (apart from other crops). With
regard to the Lower Sind Barrage, we have.suggested that the controversy re-
garding crop pattern and intensity of cultivation should be settled without -delay
and full assistance of the Central Government provided for expeditious comple-
tion of the project. Investigation should be made into the causes of delay in pro-
gress and an autonomous body should be constituted for the speedy execution of
the vroject and development of the' new areas.

138. The lack of reliable agricultural statistics, particularly of food produc- Asricultural
tion, has proved a great handicap in the formulation of. policy and planning of pro- S2ustics
. grammes, and improvement is urgently called for (para 265). Certain detailed
suggestions have been made in para 267.

Chapter V.—Industry

139. Industry is an essential complement, of agriculture : without its deve- importance
lopment. an agricultural economy is extremely vulnerable. Development of in- gﬁv‘;’fc‘,“i},’;?,‘t
dustry should consequently receive adequate attention (para 268). pment.

140. Private enterprise has shown increasing initiative but on the whole the Reasons
quantum of effort has not been adequate (para 269). Factors affecting pro- mose.
gress have been discussed in paras 270 to 296. These cover lack -of .experience
and enterprise, lack of funds and the taxation structure, lack of.adequate faci-
lities (land, water, power, building materials, transport and. communications
ete.), Government controls and certain special problems e.g., supply of capital
goods and industrial raw materials, technical manpower, forelgn competition,
ete,

141. We commend the establishment of industrial estates in selected areas Industrial
all over the country. The annual rent on account of acquisition, development fstates.
and maintenance charges in the Karachi Federal area should mot exceed Rs. ¥
250 per acre. The level of facilities available within this amount should be"
adopted for industrial estates elsewhere in Pakistan. The industrial estates
should be administered by autonomous authorities. Loans and free land should
be provided. by the Government. The development of 'such estates should be
carried out expeditiously (para 272).
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142. In areas other than industrial estates, the Goverament should help
ta facilitate provision of land. The Land Acquisition Act should be amended to
enable the Government to acquire land for industrial purposes ¢(para 273).

143. It is a matter of regret that there has been no appreciable increase-in
the water supplies of Karachi since the Partition. More vigerous effort to
augment supplies is needed (para 274).

. 144. Indigenous productive capacity for timber should e steppéd up on
prlorlty basis. Chittagong Hill forests should be fully eXp101ted (para 276)

145. Preferential treatment should be given by the rallways to requesip of
industrialists for transport, and rates should be reduced for industrial raw mater-
ials and finished goods to enable indigenous products to compete with for E"
manufactures. Rates advisory bodies should be constituted in West and ast
Pakistan, covering railways as well as inland water transport. The provision of
railway sidings wherever needed should be facilitated (para 277).

146. The control over capital issues may continue (para. 280), but the delays
in its operation should be eliminated. Certain features of the present official
policy should be modified, as indicated. The present exemption limit should be
raised to Rs 2% lakhs. Non-officials should be associated with the advisory com-
mittee. The applicants should be guided and instructed in the requirements of
legislation (para 281).

147. Central control in selected industries is desirable, but a review should
be undertaken of the Development of Industries (Federal Control) Act, to confine
its operations to what is really necessary and feasible. The working of the
Act is at present a bottleneck and should b*e!simpliﬁed (para 282).

148. While facilities should be given to industrialists to make direct im-
ports and they should even be encouraged to do so in order to reduce manufac-
turing costs, the serviceability of trade to industry should not be unduly affected
(para 284). '

149. The objective of labour policy should b2 to provide the best possible
terms and most favourable conditions for all labour, but it would be unwise to
apply hastily standards suited to more advanced countries, where industries have
been established an a firm footing and are paying good dividends. Enlargement
of facilities should be considered after a period of 5 years. However, better
observance of existing labour laws should be ensured and provident fund should
be instituted for labour (para 285). Trade union movement should be developed
on the right lines. Conditions should be created for the fullest cooperation
between the employees and employers in order to ensure full productivity.
Centres for imparting “ fundamental education” should be started in labour
colonies (para 286).

150. Industrial Facilities Committee should be established at each Provincial
headquarters and their working should be made more businesslike (para 287).

151. The Government’s decision not to devalue Pakistan rupee has proved
ar incentive to the industry which is able to obtain the capital and other essential
goods at appreciably lower rupee prices (para 289). L u

' '152. The increasing pace of development and the needs for' maintenance
and operation of completed installations require the building up of a large
potential of technical manpower. A comprehensive assessment of manpower
required in various categories should be made and a programme of expansion
of training facilities should be drawn up. It is important to ensure that the
technical assistance provided under the various Programmes is made full use of.
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Mucﬁ greater emphasis should be given to training within Pakistan, and expen-
dituré on technical training should bear a definite relationship to the investment
made in industry and other fields of development (para 290).

- 133. Indigenous products are often not able to compete with foreign manu- Protection
factures. Indigenous industry therefore needs assistance, and a number of cases '® ndustr-
have been examined or are under examination by the Tariff Commistion.— The
Commission’s recommendations should be given effect to promptlyy: In order 4o
enable it to function inqre effectively, the Commission should be constituted into
a statutoty body. *Further, its terms of reference should be enlarged te consi-
der protection for an'industry even before'it is set up (para 291).

. 154. While initial help is necessary for indigenous industry, it must stand Cost and
oft*its feet in due course. The cost of production should be reduced and qua- Tl of
lity “of goods should be improved. The testing facilities in Pakistan should. goods.
be expanded and standards for local products prescribed as far as possible

(para 292).

155. Price preference to indigenous goods should be given in the case of gu‘;‘c’ﬁ;ggéent
Government orders, after due examination and keeping in view relevant con- )
siderations {para 293). :

156. Tariff inequities existing at present should be removed and ‘the import’éml?Ort
schedule should be rationalised. An expert committee should be appointed for “*"**
the purpose (para 294).

157. The sales tax payable on exported industrial raw materials should be Sales
abolished wherever possible (para 294). tax.

158. The campaign to ‘ Patronise *Pakistan Products’ will be successful only Patronise
if the quality and price of the products are satisfactory and they are easily avail- {Z;“gg;ﬁig
able (para 296).

159. High priority should be given to the efficient mining and profitable Mineral
disposal of known minerals, and to the exploration in promising areas of new Products.
resources (para 297).

160. Power is the most essential requisite of industry. It is also impor- Power and
tant for agriculture and for cottage industries. The present supplies of power industry.
in Pakistan are wholly inadequate (para 298). The progress in power produc-
tion has beén painfully slow (para299).

161. The purchase of composite thermal sets which are more readily avail- Thermal
able would have been worthwhile despite their higher initial price and operat- POwer-
ing costs, because of resultant saving in time. It is unfortunate that all ther-
mal stations are proposed to be installed on a departmental basis as we fear that
the burden would be too heavy for the governmental machinery. “Turn-key ”
jobs should be arranged where final commitments have not been made. In any
case, time schedules for completion should be drawn up ; and immediate steps
should be taken to strengthen the governmental agencies and to institute an ex-
tensive programme of training at all levels (para 301).

162. From Pakistan’s point of view, hydro-electric power is far more fzn- Hydel

portant. The three major hydel projects should therefore be proceeded with POWer-
even if foreign aid is not forthtoming (para 302). ’

163. The availability of power breeds the demand. Nevertheless, as soon Load

as.a big power project is started, steps should be taken to develop the market for reauire-
it (,para 303).Al ments.
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gg{m;fistra_ 164. Autonomous local corporations should be set up to undertake génera-

tion. tion, transmission and distribution of power, with a Central board to advise on
overall planning and control of power (para 304). .

Coal. . 165. The Government should take steps to integrate and rationalise cpal
mines under Céntral control. If mining is conducted on scientific’ lines and
gmechanisation' is"introduced, it should not be difficult to reach the target of-30
lakh tons during'the next five years. The use of oil as-a substitute of coal is
not desirableif it can be help¢d. The lignite deposits of.\Hast Bengal should
also be exploited (para 305). 4 wvig

oil. 166. The possibility of establishing more refining capacity for crude dl’ at
the ports should be considered. ‘

i’l‘(’:‘(’;’f&' 167. The existing and proposed sugar mills should be encouraged to produce
power alcohol and financial assistance should be provided, if necessary (para
308).

Priorities 168. The main considerations which should govern the planning of indus-

industry trial growth are stated in para 309 and priority items have been indicated in
(paras 310 to 313).

ilflgslf:tfr‘;h in 169. Industries, particularly where the cost of production is high, should be
" supported with a programme of research, to be undertaken by the Government
themselves. '

Coordiration 170. There should be greater coordination than exists between the public
ctor ! and the private sector of industrial development. As far as possible, develop-
ment of industries should be entrusted to private enterprise (para 314).

_Lfécattiron of 170. There should be no concentration of industries in any particular area,
mdustry.  put, in locating new industries, the relativgextent of unemployment in differen

areas should be taken into consideration asfar as possible. .
ggt&;%s%es 172. Cottage industries have a special position in the economic system of

Pakistan and their development should be co-related with the expansion of large-
. scale industry (para 316). .

Handloom 173. Everything should be done to make fuller use of existing handlooms and
industry. 4 jmprove their products. Not less than 25% of the effective spindleage of
each textile mill should be used to produce yarn for handlooms. Another spin-
ning mill of 25,000 spindles should be set up in East Bengal. Further, the fullest
facilities should be provided for import of yarn. Handlooms should be replaced
by power looms in areas where electrical power becomes available. In other
areas, oil engines may be used for motive power. In East Bengal, the use of
semi-automatic looms should be made more.extensive (para 318).

Specialisa- 174. A deliberate policy of encouraging particular industries in different
tion iardi. areas should be followed and a system of standardisation of products and large-
sation scale production of the same types should be developed.

of cottage

products.

Cottage 175. Each Province or State should have a cottage industries corporation of

lggfsgrya. its own to help in financing of coftage industries, supply of raw materials and

tions. provision of other facilities. There should be a Central board to coordinate poli-
cies and regulate marketing. The corporations should set up giIepots in all
important areas and also research centres for designing and ' evelving simple
mechanical appliances to facilitate production. Each research centre should
have a museum and training arrangements (para 320).

Financing 176. There is need for much greater capital formation and larger investment

ofindustry s oeded. The publicity given to avenues of industrial investment for indi-

foreign . A ; :
capital. genous or foreign capital is far from adequate. A comprehensive brochure
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should be issued on the subject incorporating all standing rules and regulations.
A directive should be issued to our Diplomatic Missions to conduct sustained
publicity for attracting foreign capital.

177. A resume of the progress made in some important industries has been Review of
given in paras 327 to 336. It covers jute textiles, cotton textiles, woollen textiles, Prosrss
paper and cardboard, sugar, cement, heavy chemicals including fertilisers, en-
gineering industry, etc. A comprehensive statement of P. I. D. C. projects is
given in para 335. A list in respect of some other industries is given in"Appendix
Ng. 19. e

178. At present, production and employment statistics are very inadequate. Industrial
It is essential, for the purpose of industrial planning and regulation of imports, St#"s!
to; have the fullest information about local industries covering not only existing
production but also productive capacity, further potentialities for development,
total demand at present and estimate for future, imports, exports if any,
requirements of raw materials, cost of production and cost of corresponding
imported goods, etc. (para 338). Certain detailed suggestions have been made
in para 339.

Chapter VI.—Development in other Secfors.

179. Any programme of general development must be adequately supported importance
by a programme of transport development (para 340). : of transport
180. The railways have done well within their resources but reports of con- Railways.
gestion and delays on certain sectlbns of railways, e.g., Chittagong Port, have
* been frequent. There are also cotnplaints of losses of goods in transit and
inordinate delays in settling claims. Steps should be-taken to provide additional
facilities and remove the basis for complaints (para 342).

181. We suggest that Sind Province should devote greater attention to road Roads.
construction (para 343).

182. The comparative economics of road and railway transport should be Roadsvs
studied and programmes of railway and road development adjusted accordingly. railways.
An expert committee should be appointed for the.purpose (para 345).

183. Instead of undertaking the proposed nationalisation of road transport, Natoinalisa-
the Government should take steps to control and regulaté it ini order to meet the joneor,
objectives of improvement in the standards of service and elimination of undue .
rail-road competition (para.346).

184. Dredging and training of inland waterways in East Bengal is very im- Inland
portant. For the improvement of river crafts and river services a phased pro- fansort.
gramme should be planned. An inland waterways control authority should be
set up forthe purpose (para 347).

185. The Pakistani shipping companies should be organised .into a coastal Shipping.
conference. Further, a shipping corporation should be established in order to
enter into ‘international routes and legislation should be brought about f&t the
purpose. The organisation of Controller of Shipping should be strengthéned.
There should be at least two passenger ships for regular coastal service, and the
entire haj traffic should be taken over by Pakistani companies as early as possi-

ble.) The coastal rates, both freight and passenger, should be standardised (para
348). :

4
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Ports. 186. The Chittagong Port Development Project should be re-examined after
completlon of Phase I and further expansion planned keepmg in view the open-
ing of Chalna anchorage. An autonomous port trust should be created for
Chittagong and also for Chalna. The earliest steps should be taken to develop
Chalna into a regular port with necessary port facilities (para 349).

gh‘iipsﬁpairs 187, The proyjsion of facilities for dry and wet repairs to different types of
bﬁndingf vessels and for. building of vessels in Pakistan, has great importance (para 35L).
ol 188. An alftohomous air corporation should be sponsore 5hby the Goverfr-

ment both for external and internal services. The passengér’ traffic betw
West and East Pakistan should be subsidizéd. A sufficient number of Paklstaifls
should be trained for commercial flying (para 352).

Posts and 189. The expansion of postal and tele-communication facilities is of great

Telegraphs.  jmportance to the development of trade and industry, and the progress made
should be maintained. The complaints in working reported from East Pakistan
should be looked into (para 353).

Importance 190. Even the basic educational and medical facilities are lacking in

el o, Pakistan. The very purpose of an economic development programme will be
undermined if the manpower, which is the primary sustaining factor, is rendered
continually deficient in knowledge and health. A programme of social develop-
ment is therefore as important as a programme of economic development (para
355).

Education 191. Lack of education hampers development in two important ways—it

:ggc;i?g;;f“‘ makes it more difficult.to pick up knowledge and it prevents the growth of a full
sense of responsibility. Technical education and research facilities are vital

for all industrial progress (para 356). -

Expenditure 192. The existing (1952-53) proportion ;of expenditure on education to the °

oneducation- ¢4 0] revenues of the Central and Provincial Governments is only 5%. It
appears necessary that provisions for the future should be substantially higher
(paras 357 and 360).

Health 193. The time wasted in sickness and the loss of life at an early age, mean a

facilities.  5]ossal national waste. Considerable expansion is therefore called for in both
the preventive and curative wings of medical organisation. An integrated health
programme should be drawn up for the next five years and priorities inter se
should be determined (paras 361 and 365).

Health_ 194. The existing (1952-53) proportion of expenditure on health to the total
expenditure.  rayenues of the Central and Provincial Governments is only 1% which is totally
inadequate. We envisage larger provisions in the future, (para 365).

Importance 195. Housing is one of the three primary necessities of human life, »iz., food,
ofhousing.  ¢]othing and shelter. Acute difficulties exist regarding residential accommoda-

tion, particularly in the urban areas (para 366).

Satellite 196. Two considerations are important in the housing programme for
townsfor  pefygees : the satellite towns should be located as far as possible in areas require-

refugees. ing housing for industrial labour, and care should be taken not to reduce,such
towns ‘into slum areas by making provision for housing of lower m1dd1e angd
Juppercmiddle classes as well as poorer sections (para 368).

Housing in 497. Lack of housing in Karachi is a grave source of discontent; apart from

Karachi.  hejng socially unjust and undesirable. We feel that the question of dispersal’

of surplus refugee population from Karachi should be seriously considered ; and
for the numbers that can be retained in the city, the house building programme
should be speeded up (para 369).
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198. An imaginative building programme on the part of the Housing Finance I-ig‘;ﬁ;flllg
Corporation is called for. A survey of requirements and" potentialities in g v
different areas should be made and, apart from fihance, other facilities for coh-
struction should be provided. The existing concessions to encourage housing
should be continued (para 371).

199. The permanent rehabilitation of all refugees is an urgent problem. ﬁegagifma-
Floating populatien and lack of employment are a disturbing source for the‘entire re?"ugeés.
egonomy. We s}}%ﬂd also appeal to the refugees to help themselves and show fivies

‘ . i v . . ) A . g PPy
apxiety to make, their contribution in the new economic and social conditions OlRIVS

(Bara 377). P

" Chapter VII.—Review of Developmenit Programme and Targets

200. The total expenditure on development during the last five years may Development
be roughly put at Rs. 220 crores which gives an average of Rs. 45 crores ‘a year, f;‘f:;‘:g‘;f
i.e., 3% of the national income (para 385). The expenditure on Centrally- far. “
approved development projects as such works to Rs. 99 crores. These projects
do not cover the entire developmental activity, e.g., the projects which the Pro-
vincial Governments financed out of their own resources without seeking

approval of the Central Planning Commission (para 386).

201. The progress in development has been comparatively slow in EastPelvEelopment
Bengal. The Central Government should help the Provincial Government to fensar
resolve their technical and administrative difficulties and give them greater

guidance in planning and implementing development schemes (para 390).

202. When the Six-Year Plan was originally drawn up in September 1950, Estimated
the approach was rather conservative. As the Planning Sub-Commissions have g’;ﬁfggﬁgi
" not. yet completed their task, a revised assessment of our total requirements for five vears.
the remaining period of the Plan is not yet possible. However, provisions would
have to be increased in a number of sectors (para 15). It might be assumed that
a minimum of Rs. 300 crores would be needed, i.e., Rs. 60 crores per year. The
external expenditure would probably be Rs. 100 crores, i.e., Rs. 20 crores per

year (para 393). .

203. The process of increasing per capita national income is difficult and Investment
slow. In-nermal conditions the rote of absorption in'industry cannot be high. ;%‘;g‘rrg‘iégi_
If direct and indirect employment are both taken' into account, an investment tionallabour
of about Rs. 45 crores per year will be needed to absorb 3 lakh persons, which is foree

the estimated annual increase in labour force (paragraphs 396 and 397).

204. Targets for development have been reviewed in paragraphs 399 to 414, Review of
These cover foodgrains, fats and oil seeds, protective foods, non-food creps (jute, arees:
cotton, tobacco, sugarcane, fruit, tea, etc.), jute manufactures, cotton textiles,
woollen textiles, vegetable oil, sugar, paper, fertiliser, engineering industry, etc.

Chapter VIII.—Financial Resources

. {265 The financial year 1952-53 is expected to end with a deficit on revenue Prospects
account. For the succeeding years, when-the effeet-ef-various factors responsi- ‘i’ggg’f
ble for reducing receipts will be more accentuated, the figure for revenue, on '
the existing basis of taxation, will probably be Rs. 90 crores only (para 419).

206. In view of contracted revenues and comparatively high level of Measures
expenditure, particularly the requirements of economic and social development, "e¢ss1Y-
measures must be considered of reducing existing expenditure, increasing
revenues and exploiting other financial resources (para 424).
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207. The expenditure on defence (on revenue and capital account) has been
very heavy and has ranged between' 54 and 86 per cent'of total revenues of the
relevant year. Effort must, therefore, be made to economise in defence expendi-
ture. We recognise the paramount importance of maintaining our freedom, but
excessive expenditure in this field may affect outlay on development and develop-
ment alone can sustain the expenditure on defence. Expenditure on defence
must therefore bear a definite relationship to the total resources available and a
balance shouldibe struck between the total allocations made for defence and
development (para 426).

208. The.Government must take the people into confidence in order to sedffte
their intelligent: cooperation in thé programmes of defence and developmbnt.
They should also examine the question-of integrating defence requirements with
civilian industry and a competent committee should be appointed for the pui-
pose (para 426).

209. The expenditure on Civil Administration should be reduced imme-
diately to 15% of the total revenues and in due course to 124%. On the basis of

-the total amount available for Civil Administration, suitable allocations should
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Tax collec-
tion.
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structure.

Taxation
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be made to the Ministries and Departments and they themselves should be made
responsible for reducing expenditure accordingly (para 427).

210. The level of-Central revenues is envisaged at Rs. 100 crores during the
succeeding years. Its broad allocation should : Defence Services—Rs. 60 crores;
Civil Administration and all other heads—Rs. 30 crores; and development ex-
penditure met from revenue Rs. 10 crores. We consider it necessary that a
reasonable amount should be available from revenues also for expenditure on
development, particularly of the non-productive type (para 428).

211. Tax collection needs to be made more efficient and comprehensive. In
cases of evasion detected, deterrent punishnient should be given (para 431). °

212. Excise duties have to be levied with caution, lest indigenous produc-
tion is discouraged (para 433).

213. The railways must yield much larger surpluses—well over Rs. 5 crores
in due course. Economy should be made in expenditure and traffic should be
developed with such adjustments in rates and fares as may be possible. The
railways must be run as a separate commercial department. We suggest that an
expert committee should be appointed to make specific recommendations regard-
ing the composition, character and status of the Railway Board, the relations of
the Railway Financial Adviser with the Ministry of Finance and the allocation
of railway surpluses (para 433). o

214. The existing pattern of taxation in Pakistan has been inherited from
undivided India. The need for investment calls for a new approach. Consider-
ing that our future progress depends upon development, the need for private
investment and capital formation is paramount and conditions should be created
for it. The taxation structure should be equitable and both the richer and the
poorer sections of the population should be given, as far as possible, equal oppor-
tunities to invest (para 435). Investment should come out from savings but with
the present high level of taxation in Pakistan, there is liftle incentive to save
(pata 436). The taxation structure should be such that the people are encour-

aged to spend less and save more (para 437).

215. The following measures should be adopted and though they are not as
far-reaching as the need for capital formation demands, they would create an
atmosphere for investment. In particular the measure (b) would create an
urge for saving in the middle classes and capital formation would thus spread
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over a larger section of the population. A We also hope that this concession would
lead to less evasion of income-tax and the loss to Government revenues would
hot be as much as may prima facze be expected (paras 439 to 4415"

(a) The existing percentage of exemption from taxation in respect of
approved investment should be increased from 10% ‘to 20% of total
income. )

(b) In the case of income groups up to Rs. 25,000 jper annum the option
should be given that a rebate on income tax rfiay be claimed up to
a maximum of 50% of the amount payable provided the investment
made is double the amount of rebate sought.

(¢) The investment énabling relief should include Government securities
and savmgs certificates in addition to the present approved invest-
ment of “initial share capital (also‘share capital subsequently issued)
taken up in an approved public company 1ncorporated in Pakistan
and formed for the purpose of engaging in an industrial under-
taking ”.

216. In order to draw out hoarded and underground wealth, a general Hoaliged
amnesty should be granted for declarations made by a specified date provided "
the amounts are invested in approved investments (para 445).

217. Other forms of taxation have been considered and recommendations Other pro-
made in paragraphs 443 to 453. They cover business proﬁt tax, estate duty, *°
turn-over tax, import duties, export duties, sales tax, excise duties, annual
user tax and railway fares and rates. The Government should take early
steps to consider and implement the taxation proposals made. The objective
should be that a minimum figure of Rs. 100 crores for the total revenues of the
Central Government is attained (para 454).

218. The existing taxation concessions to industrial undertaking shouid Sf,“rfcflﬁi‘t‘;;ls
be continued and should be extended to industries like chemicals, plastics, )
potteries and glass, etc., even if they employ less than 50 persons and do not
use power (para 455).

219. A change-over to the calendar year (January—December) as our Fiscal
fiscal year appears desirable, and consideration should be given to this sugges-**"
tion (para 456).

220. The volume of savings in a country largely determines the rate of Savings.
investment and capital formation. It is extremely difficult to make an assess-
ment of total savings in Pakistan or the rate of capital formation. as all the
basic data required for the purpose is not available (para 457). We consider
that a scientific compilation of savings and investment statistics should be
attempted along with national jncome statisties (para 458).

221: We should aim at increasing capital formation to Rs. 100 crores a Levelof
year at least (para 459). It is important not only to urge people to save more formation.

but also to mobilise their savings and canalize them into proper: investments.

222. Conditions in ‘the’ money market are stringent and there seerns little Government
scope for- further borrowings from commercial banks and the public in the onds.
Immediate future. However, all possible steps should be taken to popularise
Government bonds (para 462). Some steps have been suggested in para 462.

223. The' amount ‘of savings mobilised through ithé' small savings scheme:Savings
is not encouraging. Facilities for the purchase and encashment of ‘savings coificates.
certificates- should be made more "extensive .and theiformalities tonnected with
them as few and simple as.possible (pard 464 ).
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924. "The channel of savifigs through postal banks should dlso be improved
in the manner suggested (para 465). Rural savings could be pronioted through
multi-purpose €0- operative societies and agricultural banks (para 466).

225. Insurance can,prove to be a Yaluable means of moblllsmg sav1ngs and
mdlrectly prpmotmg papltal formation, ahd 1nsurance fac111t1es should be
expanded as far as g?s sible (pgra 4 7) _

226. The introduction of a compulsor sav1ngs sc‘heme which may take ti'le
form of compdlsory‘hfe 1nsurance for all’ Salarled persUﬁﬁe"l shotild be considered
(para 468).

227. A vigorous publicity drive should be launched for national savings.
We should develop an attitude of augterlty and practise it in our lives. If we
continue in extravagant habits, we shall face a permanent state' of national
poverty. All forms of extravagance should be avoided. Legislation should
be undertaken to enforce measures of austerity, if necessary. If the mobili-
sation of savings, will lie the test of our leaders and we hope that our pubiic
men will succeed in creating a climate and fervour for investment (para 469).

228. Foreign capital is welcome in Pakistan and a fair and just treatment
is assured to it (para 470). However, in spite of the facilities offered, little
foreign capital has come in so far (para 471). We should take further
measures to attract foreign capital. Some suggestions have been made in
para 473. Sustained publicity should be carried out through Foreign Missions
in Pakistan and our Missions abroad.

229. Internal resources of under-developed countries and the maximum
rate of capital formation which they might be able to secure would not be
adequate to meet the requirements of their development programmes. The "
more highly developed countries should offer assistance in a larger measure
than done hitherto, particularly in view of the recent economic recession and the
increasing spending capacity of development projects. Foreign aid is there-
fore necessary and welcome. We feel sure that the need for added help in the
present conditions would be recognised by those who are in a position to help
(para 476).

230. The ordinary methods of financing will not be adequate for the
expanding requirements of development programme. We are therefore faced
with the alternatives of curtailing the development programme and finding
other means of financing it. As our future prosperity and hope for higher
standard of living lies in development, there should be no question of reducing
expenditure on development (para 477). Without assured funds, planning in
advance and ordérly execution of development projects is not poss1b1e (para
479). I T

231. Deficit financing should, therefore, be considered. Its need should
be judged by objectives and by effects (para 479) There are large material
and manpower resources awaiting utilisation in Pakistan. Many agricultural
and industrial projects promising ‘short-term yields are ready (para 481). Of
course, deficit financing shquld not be adopted in an uncontro}led manner and
its operatlons and effects ust be watched. Deficit financing-should be for the
purpose, exclusively, of elopment Indeed, the development budget should
be separated from the ord1nary budget and met, as fat as possible, from normal
resources, the balance being found from deficit ﬁnancing.

:232..‘The aim ishoyild: be to provide a total expenditure of Rs. 60 crores a
year for development in the country in the-public sector. Out of-it, ‘Rs. 10
crores should be found by the Provinces from their own resources and the
balance as follows : from revenue budget—Rs. 10 crores; from borrowings,
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foreign aid and loans and deficit financing—Rs. 40 crores. The needs of Pro-
vincial Governments. for development loans should be met out of the total figure
of Bs. 50 crores’(pgra 482). T
233. Thet preceding conclusion: prestimes that.effortsri-to exploif, normal f;;’;ﬁ}fgs

esources—taxation, borrowings a,Lnd,,forei n capital—would fiI‘I’!I‘l'O way .he re- must be
féﬁea.*”. he objéct of deficit financing i¢’ only. 1;Qfen§ﬁfe”c_lri;§ltft,fi_é amotint Jﬁquj‘x'eq explaited.
by the Government from year to yeat for develppmetit’ pusy ose$ will definitely
be made available and projects will not be sti§pehdéd on’ ’ch%f&ccoﬁnt (para 483).

, 234, In,ajcountrysmehose.fufiire gepends; solely..on thgextent and.speed of Justification.
future development, it would be suicidal to restrict developniental expenditure.
Indeed, the development programme should be accelerated rather than cut
down. Its undue curtailment would cramp the economy setting up a cycle which
would constrict economy further and furtiier. The present situation indicates
that the balance of advantage lies in favour of deficit financing (para 484).

235. It is essential that the State Bank of Pakistan should be able to present S. B-P.
its view-point to-the Government as adequately as possible (para 485). Where
differences of view occur between the State Bank of Pakistan and the Ministry
of Finance, the matter should be submitted to the Government as a whole, and
suitable provision should be made for the purpose in the Rules of Business (para
488). The various Ministries of the Central Government and the Provincial
Governments should be entitled to seek the advice of the State Bank through
the Ministry of Finance (para 489). A representative of the State Bank should
be nominated on all Government—sponsored credit institutions and the State
Bank should be associated with other bodies through advisers or observers
(para 490).

8
Chapter IX.—Some General Considerations. ob

236. Apart from finance, capital goods and technical -skill, an adequate and P launing
efficient planning organisation is essential for the successful prosecution of the organisation.
development programme (para 491). Considering the shortage of qualified
persons in the country and other limitations, the existing organisation and the
procedure for its working appear on the right lines (para 492).

237. The prescribed procedure for the submission and consijderation of deve- Dﬁ"ebpmm‘
lopment schemes should be followed strictly and no schemes should be approved *"
without reference to the Planning Commission|Economic Council. A full scru-
tiny of any scheme, both from the technical and economic angle is necessary to
ensure its success. The progress of each sanctioned scheme should be watched
regularly and on its completion the results should be compared with original
expectations (para 493).

238. The Planning Sub-Commission should .start functioning and should Planning
complete at an early date the sfudy of resources and requirements-in theif committees.
particular spheres. This alone would provide a proper basis for a review of
the existing Six-Year Plan in.order to make it an organic whole. (para 494).

239. Tri’brdet to watch economiic events as a whble in the! foreign counftries Integrated
as well as virithin‘Pakista‘n ‘and to give timely advice, Lﬁl'}e n’ét'r‘lx appointment of an advice.
Economic Adviser is extremely important (para 495%° ) ' ‘

240. The Economic ‘Council, which is ‘at pres;ént respetisible for the imple- Economic

mentation:of Six-Year Plan, should: concern itselfinot énlywvith developmeént as Cowneil

such but with all economic problems (para 495).
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241. The availability of accurate and up to date statistics is of fundamen-
tal importance, whether for planning of development or consideration of other
problems of administration (para 496). Certain detailed suggestions have been
made in para 497 covering enlargement of functions of C. S. O., compilation of
national income statistics, provision of staff and' equipment, establishment of
statistical machinery in Provinces, undertaking of sample surveys and need for
statistical legislation. All necessary steps should be taken by the C. S. O. and
Provincial Statictical, Departments to compile and publish statictics without
any avoidable delay (para 498). The collection and compilation of statistics
should be done on a purely objective basis and the statisticians should be com-
pletely unbiased in tHeir outlook (para 499). P

242. In the case of Government accounts, the. accounts of commercial

. departments should be maintained practically on the lines of commercial con-

cerns. As regards other Government accounts, a revision of the system of
accounting and compilation appears to be called for and a committee of experts
should be appointed to go into the whole question and make detailed recommen-
dations (para 500). _

243 While the execution of national programmes should be left to the
Provinces as far as possible, their formulation must be done on a coordinated
basis for the country as a whole. Accordingly, in the new constitution, planning
and regulation of development should be made a Central responsibility (para
501).

244. We recognise the.valuable role played by civil servants in organising
the administration of the new country. However, there is slackness of efforts
in ‘many offices and inordinate delays occur. Suitable training programmes
should be organised at all levels and official procedures and formalities should
be simplified. The Organisation and Methods Division should not only look
into routine procedural matters but also into the problem of allocation of res-
ponsibility and its speedy discharge. A watch should be kept on all delays in
correspondence or in reaching decisions, personally by the highest official in the
Ministry|Department (para 502).

245. Some procedure should be devised whereby the various processes con-
nected with the construction of buildings by the Pakistan Public Works Depart-
ment can be initiated earlier and completed in shorter periods (para 503).

246. The entire organisation of D. G. S. & D. should be overhauled and orga-
nised as a business concern. Certain detailed suggestions in this respect have
been made in (para 503).

247. The resources of the Government in qualified personnel and in
finance are limited and they should not therefore undertake more than- what
they can perform efficiently and effectively. The people at large should also
not expect the Government to do everything for them and as responsible- citi-
zens of a democratic State they should assume their share of responsibility for
the orderly promotion of economic and social life (para 504).

248. An extensive and judicious-delegation of powers should be done in order
to expedite the reaching of final decisions. A few errors and mistakes would
be less harmful than interminable delays. Financial responsibility must be
similarly delegated (para 505). ‘

249. The general tone of administration needs much improvement. Cor-
ruption and nepotism are rampant. THe standards of conduct, both public and
private, need to be raised. The-services should have adequate protection and
should not expect to secure advancement by subservience to political inflience.
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Something should be done to simplify the present system of litigation and shorten

the procedure for settlement of disputes: The reason why most of the cor-

ruption cases detected do not result in punishment should be investigated.

The leaders should focus attention on the evil of corruption and create an-
atrposphere where corruption would be considered so wicked and so unsocial

as to be voluntarily shunned (para 506).

250. Provincialism and sectarianism, which are directly opposed to the basic Provincialism
gg%;‘ept of unity of national existence, must be discouraged in-every form (para :;’c‘zmanism.
251. The official attitude towards industry, trade and deyelopment general, Official

should not be one of raising objections or-even of passive interest, but one of feorrase-
active sympathy. The problem is no longer of conducting routine administra- development.
tion, howsoever efficiently, but of improving conditions of living and levels of
employment. The contribution that an official makes in this respect should

be taken into account when considering his advancement. A directive should
accordingly be issued to all Central Ministries and Provincial Governments

(para 508).

252. Non-official opinion should be consulted with regard to Government Consultation
decisions particularly when they affect the people at large. Public -criticism ;?,%Ei;“'
should be welcomed and full opportunity given for its expression. And the opinion.
public also, in its turn, should avoid irresponsible criticism and make construc-
tive and unbiased suggestions. It is not only necessary for the Government to
take the people into confidence, but to educate them so as to enlist their under-
standing cooperation (para 509).

253. There is need for austerity and for savings in the present to build up:Need for
the future. Besides, hard work is needed and each one of us must do a full day’s fasyrity and
job and even more. Freedom is no synonym for laziness: it must be safe- '
guarded by continuous hard labour and sacrifice. Not only must we work hard

but we must take pride in our work (para 510).

254. Finally, action is more important than deliberation. What is needed Sustained
is steady implementation of decisions once reached, without any relaxation of o™
effort (para 511).

255. Our objectives and limitations and the present prospects are stated in Outlook for
paras. 512 to 514. Economic prosperity can be secured provided, on the one hand, fture
realistic domestic policies are fecliowed and, on the other hand, there is real
international cooperation. We must be constantly vigilant and should frame
our policies, taking full account of internal and external factors, and keeping
in view our objectives and our limitations. Despite our limitations, we have
made positive progress during the last five years. Notwithstanding the present
difficulties, we can face the future with confidence. Our greatest wealth is the
unbounded enthusiasm and the patriotism of the people and their faith in their
future destiny. While that subsists and there is willingness to work and make
sacrifices, and uphold the virtues of “unity, faith and discipline ”, the road to
economic prosperity and stability is assured (para 515).
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SUPPLEMENTARY NOTE BY MR. M. AFZAL HUSSAIN

Food; shortage iis causes and:remedies (cf. pargs 26 et seq.and para 220 et seq)

, 1,,In Chapter 1, Section 5 and Chapter IV, Section 3, Wi have dealt with
the-warjous aspects .of: the Food Problem, 'Wé-have enurerated {lie causes of
food, shortage,: such as deficiént rajpfall, shott, supply of ‘candl witet, diversion
of area frqm.foodggain crops to other.crops, smiiggling oafding afid increased
consumption, t It,Is ympottant for the evolution'of a’sound policy of food produc-

i

tion and administration that the share ?f,e:‘i’c}‘i of ﬁ;”fiesgy,ari‘;);pé factors is assessed,
and.remedies to fight) against these ills discavered. ~ I:am, therefore, of the
opinion that a comprehensive and thorough enquiry be'made into the causes of
the existing shortage, and the:share ofveach cause assessed, 'and remedies dis-
covered to ensure that such a situafion does not arise in future.

Provincialism and secretarianism (cf. para. 507)

2. In Chapter IX, we have referred to the evils of provincialism and
secretarianism, which are spreading, and have recommended that they
must be discouraged “in every form in which they manifest ‘themselves ”.
The most glaring manifestation of provincialism is the existence of the quota
system in services, based on the Province of origin of the candidates. And,
lately, this has been introduced into the selections for scholarships for over-seas
training. As long as this quota system exists, provincialism is bound to survive
and flourish. Merit and merit alone should be the quality sought for in a public
servant, if it is desired to kill provincialism and secretarianism. A person who
gpins a position, or obtains a scholarship for study abroad, not on the strength
Bf his personal merit, but because of the accident of his birth in a particular zone,
cannot be expected to forget his origin in all his deeds and actions, in the position
he occupies in public life. Conversely, a person, who possesses high personal
merit, but has either lost a scholarship for study abroad or a position in public
service, simply because of his place of origin, gets deeply embittered, and having
tasted the bitter fruits of provincialism, carries the evil feeling throughout his
life.

Planning and regulation of development (cf. para. 501)

3. We have in several places dealt with planning and development in various
sectors-of our economy. _In this connection, I wish to draw attention to the
Report submitted by Commander R. G. A.Jatksonon-‘ Development in Pakistan’
(paragraph 30, page 6). There is, he says :

€<

. need for the clearest possible definition of functional responsibility
for the development of resources as between the Central and Provin-
cial Governments. Here, experience in other countries suggests
several things. First, there will be a natural tendency for the Central
Government to draw responsibility to itself. Experience indicates
that this will almost certainly lead to friction and inefficiency within
the Provinces. The primary function of the Central Government is
to plan the overall strategy for the nation as a whole, bringing the
Provinces -together with the Central Government for this purpose;
and then, when a national development plan is finally adopted, turning
back to the Provinces the responsibility for the tactical execution of
the plan. Second, failure to define functional responsibilities
clearly will also lead to friction and inefficiency. For example, if the
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Provinces are made responsible for agricultural development and the
‘Central Government?retaing authority for eléétric power " develop-
ment, it can be accepted that there will be misunderstanding and
duphcatlon of work, partlcularly in the field of water use. Third, a
clear understandmg of the réspectwe fields of financial responé1b1hty
is imperative. At present, all tHe Governmerits in Pakistan-—both
Central and Px%vmcial—are of the{dame party.  When thé day comes
on which’ dlﬁ’gf’éﬁt partles are in ;&8 er at the Ce fi% e and in the Pro-
vinces, any 'SWélkness 'in the définition of FESponsibilities will
undoubtedly be, exp101ted politically, and development will suffer ”

4. In my opinion the advice tendered by-Commander Jackson is very sound
and deserves most earnest consideration in all spheres of Governmental activities.
Today there is much duplication of effort between the Centre and the Provinces
and States, resulting in heavy cost of administration and recession of achieve-
ments on account of ill-defined sphere of responsibility. I agree fully that
planning should be done collectively and cooperatively, the Centre providing a
forum for it, but “ regulation ” (para. 501 of the Report) of development, with
its undefined scope and varied manifestations, will create serious difficulties and
lead to crippling inefficiency, as pointed out by Commander Jackson. Any
attempt at regulation of development will kill initiative in the Provinces|States,
and produce a feeling of frustration among the people, with all the evil conse-
quences. These have become evident to-day. )

5. In the Report that we are presenting, reference is made again and again to
the obstacles to development created by controls and regulations : control of capi-
tal issues (para. 362), Development of Industries (Federal Control) Act, 19 9
(para. 364), control over import of raw materials ete. (paragraph 366) andl
so on. These measures perhaps useful in themselves at the present stage of our
development, create difficulties through Central controls, causing delays and lead-
ing to corruption. In the Report, bottle-necks catised by controls have been
referred to agaln and again. As a remedy creation of “autonomous corpora-
tions ” and “ authorities” has been advocated to counterpoise the weight of
“regulation of development ”, and provide for initiative, freedom of action, and
expeditious execution of a project.

6. What I have said above does not apply to industry alone, but to all spheres
of development. Planning and cooperation can yield best results only when
elasticity is maintained, ensuring maximum freedom and unlimited initiative
consistent with the welfare of the country as a whole.
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‘SUPPLEMENTARY NOTE BY MR. MUAZZAMUDDIN HOSAIN

(The note received from Mr. Muazzamuddin Hosain referred to some other points
.also. Some of these have been covered by the addition of suitable footnotes
under relevant paragraphs of the Report. The other points were of a general
character, not relevant to the contents of the Report, and have therefore not
been teproduced.)

The handloom industry (cf. para 401).

1. T am not at all satisfied with the- recommendations in the Report regard-
ing the handloom industry, Although it is admitted in the Report that the hand-
loom industry deserves encouragement, the only suggestion made in respect of it
is that 25% of yarn manufactured in the textile mills should be reserved for
handlooms.

2. The following statement gives figures for spindles and looms in the
textile mills :—

No. of spindles No. of looms
(1) At the time of the Partition 1,77,418 4,824
(2) Instelled since the Partition 2,13,435 3,780
(3) Under installation ... 6,88,573 8,604
4 Totalof 1,2 &3 10,79,426 14,072
(5) Authorised 2,77,594 8,734
(6) Target suggeted by the Textile Advisory Commitize 20,00,000 37,750

The average out-turn of one spindle, of yarn of less than 25 counts, is 5 oz. per
shift, or 15 oz. per day of three shifts. This gives 280 lbs. for 300 working days
in a year. Spindles are expected to work three shifts a day, but for the secortd
and three shifts the out-turn will be slightly less. Allowance must also be made
for shorter output when turning out yarns of finer texture. Consequently, the
average annual output of spindles on three-shift basis may be put down roughly
at 240 lbs. The out-turn of one loom when producing coarse cloth is about 40
yards per shift or 120 yards for three shifts. Thus the average annual output
of a machine loom may be put down at 36,000 yards.

3. The total of items (1 to 3) of the statement-above shows that the number
of spindles and looms in mills already established or under installation, includ-
ing those existing at the time of the Partition, is 10,79,426 and 14,072, respect-.
ively: According to the averages given in the preceding paragraph, we should
get 10,79,426 <240 or 2591 lakh lbs. of yarn and 14,072<36,000 or 5066 lakh
yards of cloth. On the basis that for every 4 yards of cloth one 1lb. of yarn
would be consumed, the production of 5066 lakh yards of cloth would consume
1266 lakh 1bs. of yarn leaving 1325 lakh lbs. of yarn as surplus for the use of
handloom industry, etc. Leaving aside 30% for other uses, the amount of yarn
available for consumption by handlooms would be 927 lakh Ibs.

4. The total requirement of cloth in Pakistan on the basis of existing
population, and consumption standard of 12 yards per head, would be 76012
or 9120 lakh yards. The production of cloth by mills viz., 5066 lakh yards falls
short of this amount. However, 927 lakh lbs. of surplus yarns available for
consumption by handlooms would help to produce another 3700 lakh yards of
handloom cloth. This would give a total of 8766 lakh yards as against the
requirement of 9120 lakh yards. ) ‘

5. Even if it is presumed that 12 yards per capita would be consumed and
thus the total requirement of cloth in the country is 9120 lakh yards, the ques-
tion arises as to what is the position of handloom industry on this basis. As it
would produce only 3700 lakh yards, the production per handloom (the total
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number of handlooms being estimated at 5 lakhs) would be only 740 yards during
the year or 2.5 yards per day. The average capacity of a handloom being 12—
15 yards per day this means that the handlooms will not be fully utilised. It
also means that the daily income accruing to handloom workers for each hand-
loom will be too small to be attractive. These considerations are quite apart
from the bigger issue that in such a situation handloom industry will not be
able to stand alongside textile industry and may gradually die put.

¥ 6. When the additional looms awythorised for textile mills (8,734) vide item
3 of the above statement, also go intg production the position will worsen still
further. And in case the target suggested by the Textile Advisory Committee
is attempted, we shall be reduced to an absurd position. Not only will the hand-
loom industry be crushed, but the textile mills will also remain mostly idle, as
their productive capagity will be in excess of internal requirements. The
capital sought to be invested in cotton textile industry, should appropriately be
diverted elsewhere in the interests of all concerned. Undue expansion of tex-
tile industry will throw a large number of handloom workers out of employ-
ment, as the mills employ only 10% of the workers engaged in handloom
industry, for the same amount of production. It appears that in allocating
looms for textile mills no consideration has been’ given to the need for sustain-
ing the handloom industry. Reservation of 25% of yarn manufactured in tex-
tile mills for handlooms, as recommended in the Report, will not be of any real
help, as long as the total number of looms in textile mills is not restricted. We
must make an assessment of the total consumption of cloth in the country, pro-
vide reasonable activity for the handlooms and limit the number of mill looms
to mect the balance of requirements. This means that while the authorised
number of spindles might be retained, the number of mill looms should be cut
down. If the consumption of cloth Tises, more spind]gs should be installed to
make larger quantities of yarn available to handlooms, so that the later are more
fully utilised and are made a better economic proposition for the handloom
workers. Another step which appears necessary is that the textile mills
should be required to manufacture cloth of finer texturé e.g., about 25 lbs., and
the requirement of coarse cloth should be increasingly met through handlooms.
Indeed, ihe various types and varieties of cloth required in the country should
be specifically allocated for manufacture by mills or handlooms as may be suitable.

7. It might be argued that cloth could be exported abroad and that the in-
creased production by textile mills would not therefore affect the handloom
industry. Considering the production cost of our textile mills and the keen
competition for markets on the part of old and established manufacturing
countries, this does not appear possible in the forseeable future.
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SUPPLEMENTARY NOTE BY MB. ZAHID HUSAIN

[A long mote was received from Mr. Zahid Husain. Portions, which
referred to points discussed in the Committee and wherein a different ‘biew had.
been expressed by Mr. Zghid Husain, have been repnoduced below. Portions
which brought up entirely new points, at no time,placed before the Committee
but prowviding. additional materigl for considergtion of the problems discussed,
have been reproduced in Appendices (Ngs. 29, 30 and 31) and footnotes have
been added under relevant paragraphs of,the Report to dxdw attention to themm:
The.rest of the note mostly reiterated.points glready covered) or contained geniétub.
observations, mot relevant to the contents- of tha:Report. As thé note was
received’ after the Committee had concluded its deliberations, it could not be
considered by the Committee. The facts and figures contc_tj'f;ed in the following:
paragraphs have not been checked by the Committee’s secretariat.]

Import policy (cf. paras 25 and 35—40)

1. The objectives of ecommercial policy have. been var.oeusly defined: inter-
alia. as the securing of country’s requirements-and the dispesal of-its surplus pro-
duce on the most favourable terms, diversification of sources of supply and:
market, promotion of industrial development, increase of national participation
in foreign trade, maximising collections of custems revenue and finally the
utilisation of foreign exchange to the best advantage of the country. There does
not seem to have been any mention of the need of conserving foreign exchange
reserves. The emphasis on the O.G.L.—its continuous expansion and its main-
tenance—during the past years would: tend to show that as regards import trade:
our commercial policy lacked. in positive purspose, or at best that the objectives
of policy could-be achieved without controls. Over:70% of the import trade on
private account was free of all licensing controls after 1950 (over 856% in 1951-52).
and- even in the case of licensable: commodities, there is evidence that licences
were often granted freely. The O.G.L. made. trade diversification less likely
since it reduced our ability to give preference to countries which were able to
purchase our raw materials.*

2. Nothing is farther from-our-intention,than to criticise any one for policies
which seem in retrospect to have cost the country dearly. It is easy to be wise
after the event and, criticism would be profitless except to derive lessons for. the
future.

foreign exchange on importing capital goods. The degree of  such incompat-
ibility has been high in the circumstances which have prevailed in the country
since September 1949. Owing to persistent propaganda in the foreign press
regarding our ability to hold the rupee at the official rate, the market has been
characterised by recurrent rumours of impending devaluation. Accordingly,
the desire of our traders to import maximum possible quantities of goods by
taking full advantage of the O.G.L. and by applying strongest pressures on the
Government to grant licences for ever-increasing amounts can well be under-
stood. Their inclinations in this direction were reinforced by the large profits
which could be made immediately in the market.as licences are known to have
been easily saleable at substantial premiums. From April or May, 1952, the

* Actually, diversification was not affected, as would be observed from the facts given in para 5 (page 3) of the

report.
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end of liberal indport policy was clearly foreseen by all observers and this fur-
ther WheZc}tefd the appetite of importers to make the best of their opportunity in
the f(r;*leir"t%l,}ity of making large profits in the petiod of seareity which was bound
to OW.

4. It must also 'be admitted that-the O.G.L. help to convert our market intg
a Jumping, ground for consumer goods, part.cilarly eotten textiles, drugs, oilthan
stares, ete.  Some of the tonsumer goetls aré known to have bBeen imported to be
smuggled to.Indid: QOsrer importation‘ﬂéd to recurrent crises in the matket for
tdxtiles. The cost of 3.G.L. proved toPe Particularly heavy in terms of foreign
exchange. The imports nearly alway$ exceeded the estimates and made foreign
exchange planning meaningless.

5. The consequéﬂ‘cfgs of liberal import policy are vividly brougnt out by the
mounting expenditure on imports on private account. From Rs. 111.93 crores in
1949-50 there was an increase to Rs. 144.84 crores in 1950-51 and Rs. 197.83 crores
in 1951-52. The rise, though partly due to an increase in import prices, mainly
reflected a rising physical volume of goods.

6. It seems that the liberal import policy was considered héecessary in the
belief that the existence of large volumes of goods would ehsure distribution to
consumers at reasonable prices. For ensuring a réasonable price attempt should
have been made to erganise and encourage consumer tooperative societies on a
widespread basis. The possibility of auctioning the lieences should have been
investigated inr order to retain for the Government at least a part of the large
profits that were made by importers. Profits appropriated by the Government
to their revenues for use on public purposes do not fall unter the category of
‘ profiteering * which applies to gains made for private use. Undue profits made
by individuals or groups of individuals only are anti-social."

7. It appears clearly in retrospect that the liberal import policy was carried
too far. By the middle of 1951 commodity markets had bégin to ease; minor
vallies specially over the year-end, proved abortive and by the end of January
1952, the weakening tendencies were again in evidenee. By April|May, 1952
it was evident that barring unforeseeable internatienal political developments,
commodity markets were on a downward course. The foreign exdhahge reserve
had begun to decline and the economy had entered & eontractiofist phase. The
source of domestic recession lay in external influences, but measurés could have
been taken to safeguard our foreign exchange position by imposing diredt import
cuts which is the recognised method of meeting such a situation. For reasons
which are not known these were noet considered necessary and instead stringeht
credit controls on the finaneing of import trade were impeose. In the prevdiling
circumstances credit channels needed to be kept free itidtead of being chotked
at a time when employment and production were threatened with difficulties.

8. In the conditions that existed at that time credit rdstrictions could rot
achieve any purpose. The trade was aware that foreign-exchahgé resturces
were diminishing and credit restrictions had been imposed as a substitute for
import cuts. In other words, the deor for imports was left open while avéry
indicétion pointed to its inevitablé closing: The réstrittions proved ineffective
as they fa’iﬁad fo restrain the big trader. Similarly the increase of import duty
on cotton textiles also served as’a signal for further iniports sinte ¢l6th dealérs
expected to sell in the internal”market at a much higher price while foreign
quotations for textiles were falling shatply. Textils imports continued ét high
levels:* The dtain on ford¢igh excharge thiis eontinued unabated, the volume

--“*_Tl‘ilni; .is"not correct, TFextile imports (cottoh picee-goods and 4t silk Hiece- e
cheﬁ:linimé.7€ ThZ tofal ﬁgu;eésg sinceS Apri b1952 1(;'.2 lakhs (c)"f!; rupees) are — Xpriltilicgs%of)%f)a ;li‘iéygc?l} u;c;ntmg(a).lsl)./.
uly ~ 3 August — 3  September — ; Octobér —'144 ; Nove — ; her  _ ’
(Source ; C. S. 0.) mber — 88 and December 1952 — 57.
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of imports on private account during July—September 1952 atyRs. 43.57 crores
was only slightly lower, compared with Rs. 46.58 crores in April|June 1952 and
imports continued to pour in during October and November 1952, at an average
monthly rate of Rs. 11.75 crores in fulfilment of commitments made &fter the
credit restrictions were applied. By ‘the time a new 0.G.L. XIV was introduced,”
foreign exchange reserves had already fallen to perhaps the lowest figure since
partition. The ecancellation of this O.G.L. in November 1952 ended the struggle
for maintaining a liberal import policy, which world conditions had made
impossible. ’ '

9. The following additional recommendations are made.:—

(1) The question of selling import licences by auction should be con-
sidered.

(2) A condition should be included in the licences by which Govern-
ment should exercise the power of requiring the importer to sell the
goods partly or wholly to cooperative societies on payment of cost
plus a reasonable margin of profit which may be about 5 per cent.*

(3) A departmental committee consisting of representatives of Finance,
Commerce and Industries should consider and recommend the pro-
gramme of imports for each period and should also review the result
at the end of each period.f The reports of this committee should be
submitted to the Cabinet or to a high-powered Economic Committee
at Ministerig], level.

Exports—ILoss of Indian Market

10. One of the striking trends is the continuous decline in exports to India
since 1948-49. Thus, the value of exports to India in 1948-49 amounted to 104.38
crores, of which raw jute alone contributed over Rs. 80 crores. In 1949-50, the
total value had dropped to the low level of Rs. 32.4 crores and recovered very
gradually to Rs. 61.86 crores in 1951-52. The consequences of this reduced
volume of trade with India must not be lost sight of. India holds more than 60
ver-cent. of total world jute loomage. Her internal production of raw jute was
only 17 lakh bales in 1947-48 and she purchased 52.90 Takh balés in that year out™
of our total sales of 60.55 lakh bales. In 1951-52, non-Indian purchases increased
by 25.35 lakh bales. With an Indian crop of approximately 50 lakh bales in
1952-53%. there must be a contraction in our markets for raw jute. Similarly,
in regard to cotton there has been a decline of Indian purchases from 3.47 lakh
bales in 1948-49 to almost negligible quantities in 1951-52. From the purely
economic point of view we must view the loss of Indian market with perturba-
tion. We cannot trade with an unwilling partner but we must continie to
explore all possibilities of making it easy for India to resume normal trade.

* Tt is part of the import policy of the Government ‘to grant licences to co-operative societies for direct
mport of goods for the use of their members.

t The monstary limit for commercial imports is decided upon by the Government asa whole, and ceilings
are worked out by the Ministry of Commerce in consultation with the Ministries of Industries, -Food etc., under
he procedure already existing.

1 No official statistics of jute production in India are available, as far as could be ascertaired.
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Export polidy (cf. paras 46—79)

'11. Export policies must be administered oft' an ‘integrated basis by a.single
agency, replacing the present distribution of responsibifities among various
Ministries. It is understood that a Department of Trade Promotion is likely to
be created under the Ministry of Commerce. This would be & desirable step.
It s 'cgilld be assisted by appropriate advisory bodies consisting of officials and
_ non-offjcials. Recommendations have also been made relating to grading and
standardisation, postal and freight rates, transport and communication facilities,
arrangements for arbitration, the functioning of Trade Commissiopers in foreign
stations, export duties, etc. While these are in the right direction, it is neces-
sary to emphasise that they have a single purpose, viz., promotion of the export
trade. At present, they are apt to be considered on a compartnﬁental basis by
separate Ministries; jealously insistent upon their jurisdictional powers. The
Department of Trade Promotion assisted by appropriate advisory bodies should
be enabled to expedite decisions. Export promotion should be made a paramount
objective of national policy. The conviction must be brought home to officials,
no less than to private traders, that every possible avenue of export promotion
must be fully exploited. Today we can neither eat nor develop nor defend our
heritage unless we'export.

Commodity Agreemenis (cf. para 89)

12. In totton, our production being a small proportion of the total exportable
surplus of the world, the need for-commodity agreements is not so urgent pro-
vided we ensure reasonable prices and dependable qualities for the foreign
buyers. This could be achiéved by measures designed to,import, stability to the
internal market, such as the introduction of the héedge operations. Even so,
international agreements would be of use in that they would give confidence
and security.

13. Jute, on' tHe contrary has features which are especially 'favourable for
making long-term international commitments. Pakistan is the only exporter
and, therefore, there is no question of reconciling conflicting’ interests of pro-
ducers. Also jute tends to be in surplus which creates uncertainty with dangers
of serious fluctuations.  Substitutes will be discouraged uhder .international
agreements which ensure regular supplies, at reasonable prices.

Bilateral Trade Agreements (cf. paras 82—84)

14. It might appear at first sight that though opposed to'participation in
International commodity agreements, Pakistan has shown an dctive trend
towards bilateralism. A series of bilateral agreements have been concluded
between Pakistan and other countries during the last few years. It deserves
attention, however, that the quantities specified in the trade agreements con-
cluded hitherto have implied no firm commitments on the part of either party.
They have merely meant that the importing country ‘would be prepared to grant
import licences to the traders for importing specified goods up to the specified
maximum. If the traders did not import quantities specified in the trade agree-
ments, it is no concern of the contracting governments. Thé. result. has been
that though Pakistan’s bilgteral agreements have facilitated the process of trade
diversification, they have'not succeeded fully in their ptirpose. Since the agree-
ments are not of a binding charicter, there is' nothing to guarantee under con-
ditions of declining demand and falling activity in the world economy that the
guantities contracted for by the wvarious countries would actually be lifted
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amounts to Rs. 13.05 crores. This balance, even if it had been convertible
into sterling, would not have made much difference in the deficits which the
country has been incurring with other countries.

21. The deterioration in the balance of payments is emphasised by the
change from surplus to deficit with India sincé July, 1952. The surplus with
India of Rs. 15.80 crores in 1950-51 had shrunk to a fractional surplus of Rs. 0.24
crores in 1951-52 and had been converted into a deficit at an annual rate
of Rs. 11.22 crores during the 6 months ended 1952%. Similarly, the country:-
had a deficit with the United Kingdom.of Rs: 28.78 crores whigh rose to Rs. 51.28
crores in 1951-52 and was running at an annual rate of Rs. 67.04 crores
in July—December 1952. Finally, .there was a deficit of Rs. 24.66 crores
with Japan during 1951-52 as against a surplus of Rs. 13.92 crores in 1950-51.
The deficit continued to mount after June 1952 and was running at an annual
rate of Ks. 11.24 crores by the end of December 1952*.

22. A deficit in the balance of payments can be financed either by running
down foreign exchange assets (including gold) or by incurring capital liabilities
i.e., indebtedness. Individual countries in the sterling area, of which Pakistan
is 2 member can meet their deficits by dfawing on their holdmgs of sterling
balances. While the countries in the sterling area have a responsibility for
attempting to avoid a deficit with such countries or groups of countries as
would result in a net loss of gold and dollar, any member can, sub]ect to arrange-
ment with the U.K. finance its balance of payments deﬁc1t in any ‘part of the
world by drawing on the sterling balances.

23. Pakistan inherited the largest part of its foreign exchange reserves
in the form of sterling balances as a result of the division of assets of the
Reserve Bark of India. Total gold and sterling assets so received amounted
to Rs. 188 crores. In addition, as noted above, sterling 'valued at Rs. 11.95
crores was received from India under the Payments:- Agreement. In fact,
deficits in our balance of payments had arisen after July 1948 with countries
other than India but they are not reflected in the fall of foreign exchange
reserves, since during that period.assets were being received from India. -
After March 1949, however, the transfer of assets came to an énd and the
balance of payments deﬁmts began to be reﬂected in the fall of foreign ex-
change reserves which by September 30th, 1950 ‘were down to the level of
Rs. 87.07 crores. Thereafter, the surpluses arising from the commodity
boom helped to builduo the—balance—by Rs: 64.24-crores to Rs. 151.31 crores
by the end of June, 1951. Thereafter a period of deficits supervened and .by
December. 1952 the foreign exchange reserves had fallen to the lowest level
since partition, i.e., Rs. 60.61 crores. -

24. In other words, the country not only failed to conserve the resources
which it had inherited from India but also the resources which accrued as a
result of exceptionally favourable conditions following the Korean War.
Foreign exchange budgeting appears to have been an accounting process, the
striking of a balance between estimated current earnings and free sterling
available from past balances on the one hand and current expenditure on the
other. The liberal import licensing policy was yeversed, only on two occa-
sions, immediately after the non-devaluation in September 1949 and again in
August 1952, under compelling mrcumstances The need for adequate foreign

* Attentlon is invited to figures given on page 6 of the Report (Table No. 7 and footnote)
which show a different picture.
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exchange reserves is paramount in every country. A decline in such reserves
becomes a matter of grave anxiety and corrective measures. in the form of import
restrictions are considered and imposed.in good time when a drain appears and.
before it can go far.

25. The course of events in 1952, during which our sterling balances have
recorded a fall from Rs. 137.58 crores to Rs. 46.45 crores, has been explained
in paras 120 and 121 of the Report. The statement of the position therein is
neither complete nor correct. It is true that the e¢onomic outloek in January
to March 1952 could not be clearly interpreted to presage a stormy weather and
it was permissible to hope that the economic situation would not take a wholly
unfavourable turn. In the circumstances which appeared unmistakably from
April 1952 it was quité natural for¢ the traders to make commit-
ments for large, imports. They could not count on the continuation
of O.G.L. while the foreign exchange position was deteriorating and,
as bnsiness-men looking for profit, they made the best use of the
situation. They did not speculate but made purchase commitments
which contained the certain promise of large profits. It has been
stated that part of the strain on the foreign exchange position was due to over-
invoicing of imports. This is unsound since overinvoicing, if any, would apply
to all periods during the past and not to the specific January—June, 1952 period.
If the incidence of overinvoicing was more it was only because the volume of
imports- was larger under the O.G.L. Again, it is not wise to attribute heavy
imports to speculative trading since “speculation” was inevitable under the
conditions of foreign exchange strain following the decline in export prices
during this period. The imposition of credit restrictions far from reducing
speculative imports should, in fact, have provided greater impetus to them since
the trade rightly regarded these restrictions as a signal for strict import restric-
tion. It was again wrong to have based a liberal import policy on the slacken-
ing of boom conditions since purchasing power in the country which had in-
creased during the boom period was still active. It is also not clear how the
country could be ‘stocked’ with goods since no part of private imports could
be insulated from the market and thereby prevented from depressing prices and
affecting internal consumption. '

26. The credit restrictions that were imposed in June 1952 in the hope of
halting the drain did not constitute an adequate or even an appropriate mea-
sure*. In the prevailing circumstances, credit restrictions could act only as an
inconvenience and not as an effectivet obstacle to bar the way of those who
were operating in the market with the certainty of large profits after the can-
cellation of O.G.L. which could only be delayed but not prevented. They were
inappropriate because credit restrictions tend to depress economic activity and
are contra indicated in circumstances of recession. What was not obscure at

* Orn the contrarv, the view expressed in the recent Commonwealth Economic Conference was
that unless suitable internal financial policies including monetary and credit resfrictions are followed,
there would be increasing pressure on the external accounts of the members of the sterling area,
and that import restrictions were only temporary palliatives seldom successful in preventing
exchange crises. The I. M. F. has always emphasised the importance of fiscal and monetary
policies as against import restrictions.

+ The level of commercial imports since April 1952 does show that credit restrictions imposed
in June 1952 were effective in reducing the volume of imports. These figures (in lakhs of rupees)
are April — 1922-; May — 1883 ; June — 1460 ; July — 1616 ; August — 1379 ; September — 1064 ;
October — 964 ; November — 833 and December — 1952 — 677, (Source: C. S. O.)

217



any time after April. 1952 is clear now in retrospect that forthright meéasures for
restricting our commitments should have been taken to safeguard our foreign
exchange. To meet a similar situation Australia had in January 1952 cancelled
all commitments except those supported by letters of credit. It appears that
we not only did not cancel the commitments but made large further commitments
by issuing further licences of substantial amounts after June, 1952*, in the
curious belief that eredit restrictions would undo the mischief of generous

import licensing.

27. By dealing with this matter at length it is not the intention to appor-
. tion blame. This has been done so as to present a truthful picture in order to
derive lessons from the past for the sake of future.

Deficit Financing (cf. paras 474—484)

28. It has been proposed that the Central Government should annually
provide a sum of Rs. 50 crores for development purposes, Rs. 10 crores from the
revenue budget and the remaining Rs. 40 crores from internal borrowings,
foreign aid and loans and deficit financing. If deficit financing in any year is
not to exceed Rs. 25 crores, as recommended in the Report, it would imply that
development expenditure worth Rs. 15 crores can be financed out of internal
borrowings and foreign aid and loans. Borrowing is also expected to provide
ancther Rs. 20 crores per annum for financing non-productive capital expendi-
ture including defence. This means that the calculatiéns are being based on
the assumption that funds amounting to Rs. 10 crores would become available
from the revenue budget for development purposes and that borrowing and
foreign aid and loans would provide a sum of Rs. 35 crores per annum. Judg-
ing from the present context and prospective conditions-in the near future,
these assumptions appear unrealistic. The budgetary position is unlikely to
allow the earmarking of a sizable sum of Rs. 10 crores for development. The
inflow of foreign capital has been very insignificant so far and unless conditions
change radically, substantial amounts cannot be obtained from this source.
And, as shown above, hopes of internal borrowings too on anywhere near the
scale envisaged are bound to be disappointed.

29. Under these circumstances, the idea of a development budget separate
from the ordinary budget, as mooted in the Report, is fraught with serious
risks. While it is easy to lay down that the Government should find as much
as possible from its ordinary receipts for financing the-development budget, in
actual fact increasingly greater reliance is likely to be placed on created money
for this purpose, particularly if, as seems the intention, a pre-determined rate
of development expenditure has to be maintained at all costs. It would also
have serious effects on the disciplinary financial controls and administration of
the Government. There would be an increasing tendency to modify the tests
of productivity of schemes so that as many projects could be transferred from
the ordinary budget to the development budget as possible. Inflationary fin-
ance once it gets under way, might prove extremely difficult to stop. A diffi-
cult problem of judgment would be involved in determining exactly the point
beyond which it would not be safe to go. The lack of good statistical indica-
tors to determine the direction in which the economy might be moving would
be a serious handicap. Thus, much damage may be done to the economy even

before it is fully realised.

* This is not' correct. The issue of licenses was restricted simultaneously with the imposition of credit
restrictions.
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30. Deficit financing, ‘if it exceeds the safe limit, is likely to cause highly
undesirable repercussions.* The disastrbus consequences that would ensure
1if the limits are allowed to be over-stepped cannot be over-emphasised. It
would be realised that deficit financing is a negation of the direct organised
method of obtaining a part of national output through borrowing and taxation
and implies a failure to obtain resources in-a direct manner. Deficit financing,
if allowed beyond a certain limit would tend to raise the general level of prices
and would thus cut into the consumption of classes least able to bear this hard-
ship. Inflationary finance tends to raise or increase the costs cumulatively. The
estimates of development programmes would then tend to become frequently
out of date. Rising costs may also create difficulties in meeting the ordinary
expenses of the Government. The constantly increasing costs of goods and
services might upset the ordinary revenue budget and require deficit financing
in ever-increasing amounts even for a purpose for which it was not originally
intended. In the absence of an incorruptible, efficient and effective system of
price and wage controls, it would be extremely difficult to put a brake on the
rising level of prices. Inflationary conditions are likely to encourage the kind
of ventures not desirable from the point of view of sound economic develop-
ment, e.g., speculative undertakings, addition to inventories, investment in
real estate and hoarding of gold and foreign exchange. Voluntary savings
through financial institutions may also be discouraged due to the falling value
of money.

31. The argument that unemployed resources exist which could be obtain-
ed for development by means of deficit financing without restricting consump-
tion or rising prices over-simplifies the problem of economic development.
Idle resources in a country like ours are of an altogether different nature
from those in a developed economy passing through a recession. In the case
of latter, there are idle equipment and unemployed skilled labour which are
only to be brought together in order to expand output. But, in an economy
like Pakistan, the amount of wun-utilised or idle capacity at any particular
time, either in the fields or in the factories (which would come to be utilised
immediately as a result of additional effective demand) is not very much.
The process of economic development in- eur case involves much more than
the provision of finance and labour. Large amounts of money would first have
to be sunk in capital investment and construction activity for quite sometime.
As the propensity to consume is very high and there is no broad-based industrial
structure capable of expanding production in the short run, the inflationary
impact of such expenditure is likely to be fairly serious in the time lag, which
may be a fairly long time lag.

32. It needs to be emphasised that monetary outlay by itself cannot
carry the development programme to success if it disregards the nature and the
volume of available real resources. It is necessary to find out whether the en-
visaged rate of investment is commensurate with the ability of the community
to supply the necessary real resources. If this is not so, increased monetary
outlay would only lead to an increase in the price level due to the several inflexi-
bilities and inelasticities in the supply of resources. Again, the availability of
external resources for the deyelopment pragramme is crucial to the entire prob-
lem of deficit financing. Serious pressure is likely to develop on supplies of
imported consumer goods as a result of increased money incomes through money,

* In the Report (para 482), strict conirel of deficit financing has been suggested and a number
of measures have been proposed to ensure if. The maximum amount qof deficit financing envisaged
in any yedr'is Rs. 25 crores, but’ the amboiifit Wotld be Feducéd 'fo thé extent borrowings and
foreign aid and loans bring in more than Rs. 35 crores (40 —5 + 20 non-productive capitak expenx

diture).
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creation and would inevitably involve serious pressures on the balance of pay-
ments and the foreign exchange reserves. The size of -external resources ‘must
play a decisive role in another way, since the process of development involves
heavy imports of machinery and capital goods. The considerations of external
resources have become specially important now in view of the reduced level of
our foreign exchange reserves. The development programme must, therefore,
be hased broadly on a full and realistic appraisal of the total real resources of the
country, both internal and external. The programme must seek a balance with
the internal and external resources and the available monetary outlay on deve-
lopment must be so arranged as to bear a proper relatioriship to available external
resources.

33. In the light of the above considerations, the idea of a separate develop-
ment budget, which might come to be financed largely by means of created money,
is unsound. It is impossible to lay down precisely in advance as to what
amount of money can be created from year to year, if at all. A figure ranging
between 10 and 15 crores of rupees may, however, be mentioned as a relatively
safe target. Instead of a development budget, it is suggested that each year
the Minister of Finance, when preparing his budget, should determine the
extent to which the expenditure on development can be met from ordinary
resources. If such resources are not sufficient to meet all essential development,
he may decide to resort to deficit financing in the light of the then prevailing
conditions provided the dose of inflation is modest. It would of course be neces-
sary for this purpose to have reliable statistics in regard to employment, produc-
tion and prices in order to keep a watch on the conditions of the economy ; the
doses of inflationary finance would then be regulated in the light of their effect
on the economy. The various considerations that would be relevant in this
connection would pertain to the size of foreign exchange resources, the sensitivity
of cost and price structure and of exports and imports, the speed with which
particular development projects would lead to increased production and the
efficiency of the monetary and fiscal weapons available for limiting private
expenditure.

Future Ouileok (cf. paras 514 and 515)

34. The recession was virtually unrelieved during the year 1952. The
whole period was one of pronounced and almost unbroken downward drift in
prices. As to the future outlook, there is no doubt that under existing conditions,

—no-major change can be expected in the short-term and that to hope for an
early revival merely because the recession has lasted well over a year and half
is no more than wishful thinking. On the whole, there are.indications that
prices have still not reached their lowest level in the present recessionary
situation. This assessment of the outlook is strengthened by two significant
factors. In the first place, the defence programme in the United States is ex-
pected to level off by the end of 1953 and though it is not possible to make any
prediction regarding the future course of American economic policy, according
to all accounts, the new American Administration is-expected to restrict pub-
lic expenditure and endeavour to pursue orthodox policies: All authoritative
pronouncements upon the future outlook of U.S.A. economy point to the
danger of accentuated recessionary conditions when in .1955.the level of defence
expenditure begins to fall off. Secondly, in pursuance of the programme for-
mulated at the recent Commonwealth Conference, the sterling area is expected
to move towards the goal.of economic balance through orthodox monetary -and
fiscal policies. ‘ ' ’
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APPENDIX No. 1.

Government of Pakistan’s Gazettes Extraordinary dated 20th August 1952 and 29th
‘September; 1952, appointing the Economic Appraisal Committee.

-

1. Ministry of Economic Affairs Resolution dated 20th August 1952 :

“No. 2 (21)-PG|52.—In view of the present world €coriomit recession and its inevit-
able repercussion on the economy of Pakistan, it has become necessary to review the
economic conditions prevailing in the country in order to determine the measures which
should be.taken immediately to reinforce its.economy. The Goyernment of -Pakistan
have accordingly decided to set up a Committee with the following terms of reference
and composition :(—

Terms of reference s

(1) To assess the economic conditions of Pakistan and {0 recommend ways and
means for increasing the productive capakcity 'and foreign-éxchange édnings.

(2) To assess the financial and material resources available for development
during #t;be‘ next five years.

o A3).To Teview fiscal, tariff, trade and industrial policies from the stand-point of
development and increased production so as to stabilise the country’s economy on a long-
term basis.

(4) To review the development schemes already approved or under preparation
and make recommendations regarding individual schemes and the overall pattern of
economic development to be undertaken during the next five years.

Note.—This review should cover the schemes of Central, Provincial and State Governments.
The activities falling under the private sector of the National Plan should also be reviewed.

(5) To recommend priorities for projects recommended for execution during the:
next five years. The fixation of priorities should keep in view the effect of a scheme in
raising earnings or saving expenditure of foreign exchapge.

(6) To review the progress made so far in the execution of development schemes,
especially in the field of agriculture and industry and to make recommendations to ensure
the acceleration of execution and the attainment of full productive capacity-

Composition :
Chairman

1. The Honourable Mr. Fa“zlur‘Ra'hman, Minister for ‘Economic Affairs.
Members

2. Mir Laiq Ali.

3. Mr. Zahid Husain, Governor, State Bank of Pakistan.

4. Mr. Ghulam Faruque, Chairman, Pakistan Industrial Development Corpora-
tion.

5. Mr. Mohammad Ali Habib, Managing Director, Habib Bank Ltd.

6. Mr. Mirza Ahmad Ispahani, Director, Pakistan Industrial Development
Corporation.

7. Mr. Moazzam-ud-Din Husain, Ex-Member, Tariff Commission.

8. Mr. A. F. Atwar Husain, Head of the Department of Commerce, Dacca
University.

Secretary

Mr. A. Rashid Ibrahim, Deputy L§ecretary, Ministry of Economic Affairs.



The Committee has been asked to submit its.report as soon as possible to enable
Government to consider its recommendations expeditiously and to take suitable measures
to ensure that the pace of development in the country is not retarded by economic
recession and that the objective of raising the standard of living of the people is achieved
in the shortest possible time.

(Sd.) SAID HASAN,
Secretary.

2

2. Ministry of Economic Affairs Resolution dated 29th August 1952:

“ No. 2 (21)-PG|52.—The following addition is -made to the membership of the.
Committee announced in this Ministry’s Resolution' No. 2 (21)-PG|52, dated the 20th
August 1952, published on pages 941-42 of the Gazette of Pakistan, Extraordinary, dated
the 21st August 1952 :— )

¢ Mian Afzal Hussain,
Cha@rman,
Pakistan Public Service Commission ’.

(Sd.) SAID HASAN,
Secretary. »




APPENDIX No. 2.

Area and population of Pakistan, by units, showing refugee population and labour force.

(Census of 1951) (Figures in lakhs, except land area & population per square mile.)
Refugees Civilian labour force
Per-
. Per- centage
Unit Land Total Popula-{ Total centage | Agricule Non- Total of total
area popu- lation |refugee of tural agri- civilian labour
* |(Sq. miles) lation per | popula- total | labour cultural labour force to
.square tion popula-| force Ilabour force total
mile tion force popula-
tion
1. East Bengal Province 54,501 420.63 771.8 7.01 1.7 | 107,14 21.71 128.85 30.72
2. Punjab Province ... 62987 188.29 298.8 | 48.82 26.0
39.75 2040 60.15 29.15
3.. Bahawalpur State ... 15918 18.22 114.5 3.71 20.3
4. Sind Province ... 50443 46,19 91.4| S5.61 12.2
: 12.52 4.19 16.71 33.93
5. Khairput State 6,050 3.09 52.7 11 34
6. North-West Frontier Province 13,815 32.58 2358 .51 1.6
6.59 3.10 9.69 16.52
7. N.-W.F. Tribal Area 27,242 26.42 97,0
8. Baluchistan District $2900 6.22 11.8 29 4.7
2.64 .085 349 30.24
9. Baluchistan States Union 81,239 5.52 6.8 .01 0.2
10, Karachi Federal Capital Area 812 11.26 1386.6| 5.43-. 48.2 na. n.a., na. n.a.
TOTAL'(ALL PAKISTAN)' | 3,65.907 758.42 71.50 9.4

207.2

168.64* 50.25* 218.89* 29.37*

v

(Source: C.S.0.)

* Figures exclude Karachi.



APPENDIX No. 3.

National Income of Pakistan.

(1948-49) ' a {Figures in’ lakhs.}
Net National Product Sector Rupees ~ Péfcentafe
contribution
1. Agriculture : .
(¢) Major agricultural crops ... 629,72
(b) Minor _agrigultpral Crops. .., g o 174,74
(¢) Livestock' pgpgqgts . e e '.i ves e 301,69
() Fishing ... o e : 61,96
(e) Forests 3,26
1,171,37 692
2. Mining - v ey 724, 04
3. Manufacturing: ' . 5,40 03
4, Transport and Communications ... 16,50 ‘10
5. Government ... e s s 64,32, 312
‘6. Public ntility services  %1. 20,17 11
7. Services 251,76 15-0
8. Rental income ... - e i, 4179 25
9., Wholesale and retail:trade 131,63 87
10. RestoftheWorld .y e e ap s 2427, 10:.:
TOTAL NATIONAL INCOME . 1,691,90 100
ESTIMATED POPULATION (1948-4b) ... T34

PER CAPITA INCOMF

' R$.. 230 onnac 6.

(Source: C.S.0.)



APPENDIX No. 4.
Direction of Pakistan’s trade on private account®
A—TRADE BY COUNTRIES (EXPORTS & IMPORTS)

(July—June year). (In lakhs of rupees.)
COUNTRIES 1948-49 1949-50 1950-51 1951-52 (Jullgfigzc.)
EXPORTS
1. Belgium e . - e 666 193 852 622 318
2, China 204 214 885 2540 973
3. France 462 1008 1701 1724 310
4. Germany 528 394 1362 1071 483
5. Hong Kong ... 80 976 1244 534 206
6. Indian Republic 1,0438 3179 5563 3756 995
7. Italy 284 441 1518 1312, 372
8. Japan 453 , 438 3331 2195 1070
9. United Kingdom 2034 1838 3203 2798 736
10. U.S.A. 1117 683 1590 526 383
11. Other countries 1226 2502 4240 2990 1049
Total Exports ... 1,7492 1,1866 2,5489 2,0068 6895
IMPORTS

1. Belgium 84 156 259 461 112
2. China 939 361 868 234 28
3. France 80 62 273 243 87
4. Germany 20 75 337 631 246
5. Hong Kong ‘... 60 48 469 441 57
6. Indian Republic 4089 2732 2156 3467 971
7. Italy e e e 624 675 792 1159 358
8. Japan 206 1237 2318 4672 1108
9. United Kingdom 3617 2856 3778 3994 1773
10. U.S.A. 1040 1101 946 1188 513
11. Other countries 2103 2183 2304 3366 1265
Total fmports ... 1,2862 114,86 1,4500 1,9856 6518

(Source: C.S.0.)

* NoTE (a)—Land trade data is included completely from the year 1949-50 onwards. For the year 1948-49,
however, value of exports of only raw jute by land (and no other land trade), is included.

(b) Value of exports through Karachi is on * real value ” basis upto December 1950 and on F. O. B. basis since
January 1951. Value of exports through Chittagong, Chalna and over East Pakistan land frontiers is on * real value
basis upto July 1950 and on F, O. B. basis since August 1951.

5



APPENDIX No. 4—contd.
B—TRADE WITH INDIA ON PRIVATE ACCOUNT*

(Juiy—June yearr), ) (In lakhs of rupees.)

1952-53

Commodities 1948-49 1949-50 1950-51 1951-52  (July—Dec.)
EXPORTS
1. Raw jute ... " " .. e 8000 2127 3842 - 3026 814
2. Raw cotton ... 1586 92 4 2
3. Raw hides and skins ... 142 30 87 45 23
4. All other articles 710 930 1630 683 158
Total Exports 1,0438 3179 5563 3756 995
7 r—— ;
IMPQRTS
1. Apparel 24 36 11 4 , 1
2. (Chemicals, drugs and medigines ... 42 46 66 84 41
3. Coal and goke ) 52 55 26 219 99
4. Dyes and gojours 81 55 32 38 17
5. Hardware and instruments 37 22 18 50 16
6. Leather and leather manufactures 113 53 38 24 12
7. Machinery ... 18 39 20 36 42
8, Metals angd gres L 62 52 30 35 31
9. Paper, pasteboard and stationery 23 7 14 12 1
10. Provisions gnd oil-man’s stores ... 43 66 47 38 17
11, Rubber manufactures ... 48 20 3 3 1
12. Soap 25 8 8 28 17
13. Black tea 214 11 1 7 9
14. Cotton twjstand yarn ) 1504 476 - 469 _ 144
Cotton piecegoods o
15 Jutemanufactures ... 422 98 158 211 77
16. Artificial silk piecegoods 212 55 41 1 2
17. Tobacco un-manufactured h
195 528 409 534 81
Tobacco mapufactured ..,
18, All other articles 802 1008 592 1674 363
T<;tal ]mport;s 4089 2732 2156 3467 971

(Source: C.S.0.))

*Note.—(a) Land trade data is included completely from the year 1949-50 onwards. For the year 1948-49, how-
ever, value of exports of only raw jute by land (aqd no other land trade), is included.

(p) Value of exports through Karachi is on * real value ” basis upto December 1950 and on F. O. B. basis
since January 1951, value of exports through Chittagong, Chalna and over East Pakistan land frontiers is on “ real value *
basis upto July 1950 and on F. O. B. basis since August 1951.

6



APPENDIX No, 4—contd.
C—TRADE WITH JAPAN ON PRIVATE . ACCOUNT*

(J'gly—-.'_lu‘m; P’?Qr) (In lakhs of rupees.)
ier 1952-53
Commygdities . 1948-49 1949-50 1950-51 195152 (July~—Dec.)
EXPORTS
1, Rawcotton ... . 3,87 3,96 28,15 19,59 9,82
2, Raw hides apd skins ... e 53 4 10
3.. Raw jute o - e 65 38 2,48 2,13 69
4, Rawwool .. 1 1
5. All other artigles 1 4 2,14 19 ‘8
Total Exports 4,53 4,38 33,31 21,95 10,70
IMPORTS |
1. Hardware (excluding cutlery) 1 5 5 23 4
2. Instruments 4 2 14 13
3. Machinery ... 56 1,77 3,13 67
4. Metals and ores 3 9 6,76 1,67
5. Paper and pas&eboard 2 2
6. Rubber mapufactures ... 1 1 2 1
7. Cotton piect;goods 1,59 8,07 17,49 22,10 3,94
8. Cotton twist & yarn ... 37 3,05 3,09 8,94 1,89
9. All other artigles 8 54 67 5,38 2,73
Tota] ryports 2,06 12,37 23,18 46,72 11,08

(Source: C.5.0.)

#Note.—Value of exports through Karaghi is on * real value ” basis upto December 1950 and pn F. O. B. basis
since January 1951. Value of exports through Chittagong, Chalna and over East Pakistan land frontiers is on * real

value ” basis upto July. 1950 and on F. Q. B. basis since August 1951.



APPENDIX No. 4—contd.
D.—TRADE WITH UNITED KINGDOM ON PRIVATE ACCOUNT*

(July—June year) (In Jakhs of rupees.)
Commodities 1948-49 1949-50 1950-51 1951-52 (1111]953:]5)3&&)
EXPORTS
1, Rawcotton ... 4,44 2,14 9,79 7,13 17
2. Raw hides and skins ... 21 41 64 57 17
3. Rawjute 8,358 8,79 12,02 12,51 3,23
4, Tea .. 3,95 4,27 2,44 3,84 2,12
5. Raw wool 1,33 1,82 5,70 1,21 92
6. All other articles 2,06 95 1,44 2,72 75
Total Exports e 20,34 18,3 32,03 27,98 7,36
IMPORTS
1. Chemicals, drugs and medicines ... 2,68 1,81 2,02 2,86 1,75
2. Hardware 34 36 41 51 22
3. Instruments & apparatus 1,41 84 1,82 2,58 1,04
4. Machinery ... 4,14 4,32 6,12 8,92 4.51
5. Metals & ores 2,09 2,25 2,96 3,80 1,60
6. Oil, mineral ... 22 12 14 . 85 50
7. Paper & pasteboard ... 39 24 22 43 21
8. Provisions and oil man’s stores ... 56 24 32 45 29
9. Rubber manufactures ... 7,8 77 1,06 1,14 30
10. Cotton twist & yarn ... 3,99 2,41 1,40 1,40 30
11. Cotton piecegoods 8,77 6,8_5 6,42 4,89 1,50~
12. Vehicles (ex-locomotives) — 316 2,66 3,17 3,61 1,53
13. All other articles 7,64 5,69 11,72 8,50 3,98
Total Imports 36,17 28,56 37,78 39,94 17,73

(Source: C.S.0.)

*No1e.—The value of exports through Karachi is on “ real value * basis upto December 1950 and on F, O. B.
basis since January 1951. Value of exports through Chittagong, Chalna and over East Pakistan land frontiers is on
‘¢ real value ** basis upto July 1950 and on F. O. B. basis since August 1951,



APPENDIX Noa. 4—contd.
E—TRADE WITH U.S.A. ON PRIVATE ACCOUNT*

(July—June year.) . (In lakhs of rupees.)
Commodities 1948-49 1949-50 1950-51 . 1951.52, (Ji?;&gw)
EXPORTS
1. Rawcotton ... 56 22 20 - 11
2. Raw hides and skins ... 63 73 1,66 50 26
3. Raw jute 7,83 4,01 11,79 3,29 1,53
4, Black tea 9 7 11 2
5. Raw wool 1,34 1,35 1,45 99 1,69
6, All other articles 12 45 69 . 46 24
Totsl Exports 11,17 6,83 15,90 5,26 3,83
IMPORTS
1. Chemicals, drugs and medicines ... 45 88 ' 81 99 36
2. Hardware (excluding cutlel'ry) 31 41 32 20 8
3. Instruments and apparatus 37 45 58 35 13
4. Machinery ... 1,99 2,05 1,85 2,81 111
5. Metals and ores 55 62 12 57 17
6. Oils minerals ... . 44 54 59 2,05 1,24
7. Paper and pasteboard ... 15 6 8 19 4
8. Provisions and oilman’s std‘res 11 10 10 1' 1
9. Rybber manufactures ... 29 10 15 7, 1
10, Cotton twist and yarn® ... 53 19 6 2
11. Cotton piecegoods e 1,34 66 6 1
12. Vehicles 1,64 2,52 " 2,06 2,96 65
13, All other articles 2,23 2,43 2,68 1,65 1,33
Total Tmports 10,40 11,01 " 9,46 11,88 513

(Source: C.S.0.)

: : : . . - RE
*Nofe.—VYalue of e}(ports through Karachi is on * real value " basis upto Decédmber 1950 and on;F. O. B. basis.

£

since January 1951, Value of exports through-Chittagong, €halna and over East Pakistan lafd frontiefs is on * real
valye ** hasis ypto July 1950 and an F. O. B. basis since August: 1951. ‘ ’ P
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APPENDIX No, 4—contd.
F—DIRECTION OF JUTE EXPORTS*

(July—June year) (Figures in lakhs.)
0
1947-1948 1948-1949 1949-1950 . 1950-51 1951-1952 1952-1953
) (July—December)
COUNTRIES !
Qua.ntity Value Quantity  Value Quantity  Value Quantity  Value Quantity Value | Quantity Value
|
bal?s Rs. "bales Rs. bales Rs. bales Rs. bales Rs. bales  Rs.
1. Belgium . . 84‘ 146 2:76 4N - 82 146 4-40 438 2-79 593 2:21 286
2. France 1'17| 229 1-93 382 2°76 496 5°13 874 5-12 1168 98 114
3. Germany vee '34‘ 67 2:34 421 1-15 209 4-47 783 4-22 819 1-98 286
4. Indian Republic 41-32 8000 16-54 2127 24-67 3842 16-44 3026 9-96 815-
5. Twaly ... . <67 121 -70 136 135 236 4-17 689 326 694 2:07 275
6. Japan v 36 65 22 38 1-41 248 -88 213 55 69
7. Netherlands ..: 06 11 13 28 40 74 93 158 67 146 43 55
8. Spain .- -06 9 -13 21 *66 106 *36 68 *31 29
}
9. United Kingdom 1:66 ‘ 309 4-07 835 4-72 879 6°70 1202 5:56 1252 2-55 322
10, U.S. A, " 1-50 308 3-56 783 2-20 401 7-04 1179 153 329 1-51 152
11. All other countries_ . 1-45 . 274 3-24 826 3-53 631 373 1464 775 1648 2:52 302
Total e 7-69 1465 60-49 11956 33-82 5258 66°67 10983 48-48 9955 25:07 2706
(Source: C.S,0.)
1
“*NOTE :—

(a) Land trade data is included completely ﬁ]om the year 1949-50 onwards. For the year 1948-49, however, value of exports of only raw jute by land (and no other

land trade), is included.
(b) Value of exports through Karachi is on

L

Chalna and over East Pakistan land frontie{s is on * real value ” basis upto July 1950 and on F, O. B. basis since August 1951,

real value ™ basis up to December 1950 and on F. O. B. basis since January 1951. Value of exports through Chittagong,
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(July—June year.)

APPENDIX No, 4—concld.
G.—DIRECTION OF COTTON EXPORTS*

(Figures in lakhks )

1947-1948 1948-1949 1949-1950 1950-1951 1951-1952 1952-53
(July—December)
COUNTRIES

Quantity  Value Quantity  Value Quantity  Value Quantity  Value Quantity Value | Quantity Value
bales Rs. bales Rs. bales Rs. bales Rs. bales Rs. bales Rs.
1. Australia 33 131 -02 7 122 92 64 471 10 64 ‘12 63
2. Belgium 1-32 476 26 123 -10 34 09 70 <04 20
3. China 87 314 <42 199 47 203 1-09 828 3-34 2502 1-46 972
4. France <66 240 -06 28 1-24 500, 1:02 807 74 531 38 193
5. Germany . -08 26 *35 138 46 341 -32 191 ‘36 165
6. Hong Kong -53 203 17 73 228 968 1-83 1239 *80 531 *39 205

7. Indian Republic 1-26 478 3-47 1586 21 92 4 2
8. Italy ... *83 315 -20 85 40 160 1-09 753 76 518 07 32
9. Japan +53 166 *75 387 95 396 3-98 2815 2-87 1959 1-93 982

10. Poland 28 124 46 371 64 448
11. Spain... -47 183 °14 67 -27 114 54 332 24 173 -10 44
12. United Kingdom -86 240 1-08 444 *57 214 1-28 979 -85 713 - 04 18
13. All other countries o 2-11 830 1-39 632 2:25 1138 1-24 862 21 141 ‘74 396
Total 9:00 3576 8-05 3647 960 3973 13-73 9872 10-95 7773 564 309

o (Source: C.S.0.)
*NoTE :—

(a) Land trade data is included completely from the year 1949-50 onwards.

trade), is included.

(b) Value of exports through Karachiis on “ real value  basis upto December 1950 and on F. O. B, basis since January 1951.

For the year 1948-49, however, value of exports of only raw jute by land (and no other land

Chalna and over East Pakistan land frontiers is on * real value * basis upto July 1950 and on F. O. B, basis since August 1951,

Value of exports through Chittagon



WPPENDIX No. 5.
COM_P'_QSITION OF PAKISTAN’S TRADE ON PRIVATE ACCOUNT.*

A. EXPORTS
(July==June year.) (Value in lakhs of rupees.)
* 194849 . 1949-50 1950-51 -1954-52 1952-53
(July— December)
[
-Commodities Unit of —_
*Quantit})
Quantity Value Quantity Value Quantity Value Quantity Value Quantity  Value
1. ‘Raw.Jute Tons 1,080,000 1,19,56 604,000 52,58 1,190,600 -1,09,83 871,400 99,55 447,700 27,06
2. Raw Cotton . 143,800 36,47 171,400 39,73 245,100 98,72 195,000 71,73 100,700 30,92
3
. 3. ‘Raw Wool Lbs.' 22,449;000 3,10 | 25,978,000 3,51 | 29,287,000 7,47 | 18,540,000 3,12+ 26,492,000 3,30
oy
4. Hides and Skins Pieces 9,845,000 3,68 | 10,219,000 3,04 | 14,440,000 6,50 8,550,000 3,30 4,513,000 1,46
5. *Hlaglc,l:ea Lbs. 29,879,000 4,24 | 30,850,000 4,61 23,585,000 3,06 | 34,518,000 4,16 | 17,960,000 2,22
6. Othér Commodities 7,87 15,19 29,31 12,83 3,99
Total - - - 1,74,92 1,18,66 . 2,54,89 | “ 2,00,69 68,95

(Source: C.S.0.)

*No1e.—(1) Complete land trade data is incluc*ed from the year 1949-50 onwards. For the year 1948-49 however, only export of raw jute by land (and no other fand
trade data) is included.

(2) Value of exports through Karachi is on * redl valiié * basis upto December 1950 and on F.0O,B. basis since January 1951. Value of exports through Chittagong,
* * CHalna and over East Pakistan land\ frontiers is on * real value >’ basis upto July 1951 and on F.O.B. basis since Augast 1951.



AP.PENDIX No. 5—concld.

) B. IMPORTS.
(July—June year). (In lakhs of rupees.)
Co,mmodities 1948-49 1949-50 1950-51 1951-52 1952-;
(July—Dec.)
1. Chemicals, drugs and medicines ... 4,711 3,82 4,45 6,25 3,25
2. Artificial silk piecegoods 3,35 1,32 1,77 2,31 1,67
3. Artificial silk yarn 70 25 1,72 2,90 1,36
4. Cotton piecegoods 35,29 21,41 33,09 37,12 7,44
5. Cotton twist and yarn 14,87 14,89 20,55 25,76 4,67
6. Maghinery 6,68 8,10 11,19 17,12 7,89
7. Metals and ores 4,23 5,60 702 18,27 5,30
8. Mineral oils 2,72 3,53 6,26 9,75 5,14
9. Vehicles 5,48 5,77 6,55 9,29 2,65
%0. Other articles ... 50,59 50,17 52,40 69,79 25,81
Total 1,28,62 1,14,86 1,45,00 1,98,56 65,18

13

(Source: C.S.0.)




. ¥ v
xppintix No. 6
Pakistan’s trade by curFéncy areas (on private account)*

(July—June year). (In lakhs of rupees.)

J - ) ‘ 1952-53
Area ! JSnn: 21;348 1948-49 1949-50 1950-51 1951-52 (July—
(Half-year) December)
1. All countries : , ok .
Exports b T 41,66 80,46 86,96 230,76 218,69 60,91
Ve ¥ v .
Imports v .. 10,03 75,58 74,93 127,29 192,67 76,70
*y ) o
Balance --31,63 +4,88 +12,03 +103,47 126,02 —15,79
4 l -
2. Dollar Area : .
Exports . - 5,97 14,02 7,69 17,59 6.45 3,78
Imports 1,53 8,48 9,60 10,19 9,59 4,92
Balance +4,44 +5,54 —1,91 +7,40 —3,14 —1,14
§oLn ©ay
3. Sterling Area :
Exports 8,57 24,05 31,39 76,26 81,10 18,78
Imports 4,19 48,16 35,26 61,54 94,09 38,78
. Balance e 44,38 —24,11 —3,87 414,72 —12,99 —20,00
4. O.E.E.C. Countries (exclud-
ing UK.) :
Exports e .. n.a. n.a. na. 64,02 59,33 16,17
Imports n.a. n.a. n.a. 19,23 33,22 10,56
Balance e n.a. n.a. n.a. 444,79 426,11 +5,61
5. Other Countries :
Exports s e 27,12 42,39 47,88 72,89 71,80 22,17
Imports . .- 4,31 18,94 30,07 36,33 55,79 23,43
[
Balance +22,81 +23,45 +17,81 436,56 +16,01 —1,26

(Source: S. B. P.)

*Note.—This Appendix has been compiled from the published figures of the State Bank of Pakistan. The exch
c?x:trct)ll vc(/ith Ix;gia Véas introtg)ucqctiholnlc}l'. 0111) 2f7th lti:.brléary 1915 1 and dthe appendix therefore does not include etheé( fi gaunrii
of trade (exports and imports) with India before that date. It also does not iuclude the fi i i
Nepal and Tibet but the level of trade with those countries was negligible. ¢ figures relating to Afghanistan,

14
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Analysis of Pakistan’s Trade Agreements up to August 1952

APPENDIX No. 7

(In lakhs of rupees.)
Petiod of Agreement Agreed value Actual trade
S. Agreement country - [
No. Remarks.
From To’ Imports Exports From To Imports Exports Balance
1. Australias1952¢ v 5-1-52 31:12-52 Not specified: Jan; 1952 Aug. 1952 6. 91 (+)29.
Australia 1950-51 ... 19-10-50 18-10-51 *1,23 *2,00 Oct. 1950 June, 1952 91 1,47 (+)s56 *To be increased
by 509% due to
(Extended upto 30-6-52) extension.
Australia 1952-53 ... 1-7-52 31:6-53+ July, 1952 Aug., 1952 5 5
2. Belgium.1952-53 15-3-52 14-3-53 15,00 6,74 No figures have so
far been received.
3. Ceylon 1951-52 1-7-51 31-12-53 5,00 7,00  July, 1951 Aug.;. 1952 3,80 75 (—)3,05.
4, Czechoslovakia 21-10-48 31-10+49 July, 1948 June; 1949 87 2,85 (+)1,98¢
1948-49. |
Czechoslovakia 15¢1-50 31-12-50 Jan.;: 1950  March, 11951 1,46., 2,40 : (4)94-
1950-51. (Extended to 31-3-51) April, 1951 June, 1952 1,15 2,74 (+)1,59
Czechoslovakia 1-7-52 30-6-53" 1,94 2,25  July, 1952 Aug., 1952 10 2 -
1952-53.
5. Egypt 1949:50 1-7-49 306-50 July; 1949 June; 1950 2,Q7: 1 (-92,06
Egypt 195051 1-7-50 30:6-51 July/ 1950 Aug.,1952 4,35 74 (—)3,61
6. France 1949-50 ... 29-11:49 28-11-50 Dez., 1949 Nowv., 1950 1,33 13,873 (+)12,54 .
France 1950-51 . 30-11-50 29-11-51 12,00 17,00  Dex.,.1950 Dec., 1951 3,61 23,02, (+)19,41
(Extended-uptos292-52)
France 1952 1-1-52 31-12-52 2o Jan., 1952 July, 1952 1,37 8,491 (+)7,12. Figures for August
& 1952 not yet re-
ceived.
7. Germany.1950 1-1-50 30-9-50 Jan,, 1950 Sept., 1950 1,50 5,96 (+)4,46
Germany 1950-51 1-10=50 31:12-51 20;66 2214 Oct., 1950 June, 1952 8,9 21,00 (+)12,03
(Extended to 30-6:52).
Gegrmany, 1952-53 1-7-52 30-6-53 July, 1952 Aug.4.1952 99 557 (—)44¢
8. Hungary 1950-51 .. 27-11-50" 31=12-51~ 1,73~ 1,50+ Dec; 1950~  June;1952- 83- 20~ (—63
(Extended upto w0-6-52).
Hungagy 1952.53 .. 1-7-527 30-6-53 July, 1952 Aug.,.1952 11 1 (=)0~
9. India 1948-49 1-7-48 30-6-49 July, 1948~ June, 1949 40,89~ 1,04,38 (4)63,49
India 1949-50 1-7-49 30-6-50 July, 1949 June, 1950 27,32 31,79 (+)4,47 Trade was suspend-

ed due to non-
devaluation and a
short term trade
agreement: was
concluded in
April 1950.
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APPENDIX No. 7—contd.

(In lakhs of rupees.)
1
Period of Agreement Agreed value Actual trade |
S. I : | Remarks.
No. | Agreement Country l | .
From ‘ To Imports Exports From To Imports Exports Balance
! }
India 1950 ... 21-4-50 31-7-50
India 1951-52 26-2-51 30-6-52 Not possible to work Feb., 1951 July, 1952 42,96 66,06 (+)23,10
(Extended to 7-8-52) out.
India 1952-53 8-8-52 30-6-53 9,00 9,00 August, 1952 1,61 64 ()97
10, Iraq 1951-52 31-3-51 30-3-52 Not specified April, 1951 Aug., 1952 90 1 (—)89
(Extended to 30-3-53)
11, Italy 1950-51 .. 1-7-50 30-6-51 13,62 24,84 July, 1950 Oct., 1951 11,41 17,83 (+)6,42
(Extended upto 31-10-51) Nov., 1951
Dec., 1951 1,66 3,46 (+)1,80
Italy 1952-53 1-1-52 31-12-52 13,62 24,84 Jan., 1952 Aug., 1952 8,08 7,53 (—)55
12. Japan 1948-49 5-6-48 30-6-49 July, 1948 June, 1949 2,06 4,53 (+)2,47
Japan 1949-50 1-7-49 30-6-50 July, 1949 June, 1950 12,37 4,38 (—)7,99
Japan 1950-51 1-10-50 30-9-51 *23,00 *23,00 Oct., 1950 Aug., 1952 73,36 49,34 (—)24,02  *To be increased
(Extended to 31-12-51) by 50% dueto
(Further extended indefinitely) extension,
13. Norway 1951-52 . 22-5-51 21.5-52 Not specified May, 1951 Aug., 1952 74 15 (-)59
(Extended to 20-11-52)
14. Poland 1949-50 1-7-49 30-6-50 July, 1949 June, 1950 22 2,36 (+)2,14
Poland 1950-51 1-7-50 30-6-51 6,46 5,68 July, 1950 June, 1951 83 4,75 (+)3,92
) July, 1951 Dec., 1951 18 98 (+)80
Poland 1952-53 1-1-52 30-6-53 Jan., 1952 Aug., 1952 35 4,96 (+)4,61
15. Spain 1951-52 . 22-1-51 21-1-52 *10,00 *900 Jan., 1951 June, 1951 1,70 5,00 (+)3,30  *To be increased
(Extended upto 30-6-52) by 50%.
Spain 1952-53 1-7-52 30-6-53 July, 1952 Aug., 1952 6 10 (+)4
16, Switzerland 1950-51 ... 9-9-50 8-9-51 2,78 2,59 Sept., 1950 Aug., 1951 1,22 17 (=)1,05
. Sept., 1951 Feb., 1952 58 7 (—)51
SwitZerland 1952-53 ... 22-3-52 Till a fresh 1,85 1,73 March 1952 Aug., 1952 50 3 (—)47
agreement
is con-
cluded.
17. U.K. 2-4-51 1-10-52 Barter Agree-
ment.
18. U.S.S.R.... w. Oct.,, 1952 Dec,, 1952

(Source : Ministry of Commerce.)



APPENDIX No: 8

Changes in export duties of principal commodities:

(Upto 15th November 1952.)

(In rupees, annas & pies.)

1. Jute
Cuttings Other Kutcha
Period (per bale) descriptions bales
(per bale) (per maund)
Before 14-11-47 4 8 0 15 0 O
From141147t0313-48 4 8 0 15 0 0 300
From 1-4-48 to 30-10-51 6 00 20 0 0 4 00
From 1-11-51 to 30-6-52 10 0 0O 35 0 0 700
From 1-7-52 to date 500 15 0 0 312 0
plus
2 80
as licence fee
for exports to
India.
2. Cotton
Desi Other varieties
(per bale). (per bale)
Before 23-1-48 20 00 20 0 0
From 23-1-48 to 22248 L. 40 0 O 40 0 0
From 23-2-48 to 5-10-19 v 60 0 0 60 0 0
From 6-10-49 to 22-10-50 . . 40 0 0 60 0 0
From 23-10-50 to 23-11-50 180 0 0 180 0 O
From 24-11-50 to  9-9-51 300 0 0 300 0 O
From 10-9-51 to 10-9-52 . 100 0 0 180 0 O
From 11-9-52 to date Nil * 90 0 0
3. Wool
Before 6-12-50 . No duty
From 6-12-50 to 28-4-52 25%, ad valorem
From 29-4-52 to date Abolished
4. Hides
From 14-8-47 to 15-4-51 10%, ad valorem on tariff value
From 16-4-51 to date 10% ad valorem on real value
5. Skins
From 14-8-47 to 15-4-51 5% ad valorem on tariff value
From 16-4-51 to date 5% ad valorem on real valué
6. Tea
Before 15-3-52 .. 0 40
From 16-3-52 to 119-52 ... . . 0 3 0
Fiom 12-9-52 to date o Suspended
(Source: C. B. R)
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APPENDIX No. 9.
Average wholesale prices in Pakistan.

A. WHOLESALE PRICES OF SELECTED IMPORTED COMMODITIES AT KARACHL

Long White White Gunny Pipe Matches Kerosene Caustic Penicillin Writing Lux Tyres & Tubes Motor
Cloth Mulls  Shirting Bags Tobacco (Czech.) (Elephant Soda G. Crys- Paper Toilet (Dunlop) Spirit
16,000 8181 C40,000 B.Twill (Capstan Scissors Brand) (UK. talline Soap (Shell)
Japan Japan Holland 2 1/41bs. Navy Cut 50 sticks (Arlon (3oz) 500 x 19 500 x 19
Medium) Brand) Cover Tubes
Piece of Piece of Piece of 100 Bags Lbs. Gross 2 Tins of Cwt. Viols of Lbs. Dozen Piece Piece  Gall. in
42 yds. 20 yds. 42 yds. 8 Galls. 05 Mega : Bulk

Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p.

1948—

= Jamuary .. .. 9°4 0 28 6 0 .. 311 0 5 80 8 40 ..
February .. .. w10 2 9 36 6 3 311 0 56 8 0 8 4 0
March, . .. . w11 03 36 6 3 311 0 56 8 0 8 4 0
April e e 11 53 36 6 3 311 0 5 80 8 4 0
May e 11 60 36 6 3 311 0 56 8 0 8 4 0
June e 11 6 6 36 6 3 . 31105 80 8 40
July we 11 80 3712 3 311 0 56 80 8 40
August .. .. e 11 8 0 3712 3 311 0 5 8 0 8 4 0
September ... 11 9 0 3712 3 311 0 6012 0 814 O
October .. ... e 11 9 6 3712 3 311 0 6012 0 814 0
November .. ... w1101 3 3712 3 49360120 814 0
December ... ... o w1110 0 3712 3 493 60120 814 0
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APPENDIX No. 9—contd.

Long White White Gunny Pipe Matches Kerosene Caustic  Penicillin Writing Lux Tyres & Tubes Motor
Cloth Mulls Shirting  Bags Tobacco (Czech.) (Elephant Soda  G. Crys- Paper Toilet (Dunlop) Spirit
}gigfr? J8alp8aln I?Io‘}%g(c)io 2131./:{ 1‘1’3‘? ﬁg;%ﬁt SSOCISSt?gl‘; Brand) (UK (tX}rlllgg (3S %Z") 500x19  500x19 (Sbell)
Medium) Brand) Cover Tubes
Piece of  Piece of Piece of 100 Bags Lbs. Gros.™ Cwt. Voils of Lbs. Dozen Piece Piece Gall. in
42 yds. 20 yds. 42 yds. 05 Mega Bulk
Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p.
1949—
January 11 11 36 0 0 4 9 60 12 8§14 0
February 35 0 0164 0 O 1111 39 40 4 9 60 12 8§14 0
March 3312 0104 3 O . 1 1 37 00 4 9 60 12 8§14 0
April 34 3 012110 O 10 12 30 00 4 9 60 12 814 0
May 36 8 0124 0 O 10 12 30 00 57 60 12 $14 0
June 33 0 0120 8 O 10 14 30 00 5 4 60 12 8§14 0
July 35 8 0119 2 O . wor . 10 14 30 00 5 4 60 12 814 0
August 29 0 0112 6 0 .- 10 14 30 00 5 4 60 12 8§14 0
September 69 8 0 26 9 0100 0 0177 0 © 4 10' 14 28 7 0 54 60 12 8§14 0
October 70 0 0 2512 0 9% 8 0172 0 O 10 14 28 7 0 . 5 4 60 12 814 0 2 4 0
November 69 1 027 0 0 8 8 017712 0 e 10 3 28 7 0 4 6 60 12 814 0 2 2 6
December 65 2 0 27 0 0 80 8 018512 0 10 4 2 00 4 6 0 60 12 814 0 2 2 0




APPENDIX No. 9—contd.

.-

Long White White Gunny Pipe Matches Kerosene  Caustic Penicillin ~ Writing Lux Tyres & Tubes Motor
Cloth Mulls  Shirting Bags  Tobacco (Czech.) (Elephant  Soda  G. Crys- Paper Toilet (Dunlop) Spirit
16,000 8181 C40,000 B.Twill (Capstan Scissors Brand) (UK.) talline Soap (Shell)
TJapan Japan Holland 21/41bs. Navy Cut 50 sticks (Arlon (3oz) 00x19  5:00x19
Medium) Brand) 5Cover Tubes
Piece of Piece of Piece of 100 Bags Lbs. Gross 2Tinsof Cwt. Voilsof  Lbs. Dozen Piece Piece Gall. in
42yds. 20yds. 42yds. 8 Galls. 0'5 Mega Bulk
Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs a.p. Rs.a.p.
1950—

g January .. 65 5 025 9 0 8 0 01812 0 20 0 0 10 7 0 21 0 0 4 6 0 6013 6 814 0 2 2 O
February .. 65 00 84 0 0226 8 0 20 0 0 10 9 6 21 0 O 4 6 060150 810 220
March . 6615 6 225 3 3 20 0 O 10 9 6 21 0 0 111 0 4 6 0 220
April . 67 0 6. 89 0 0187 4 0 20 0 O 102 02100 111 0 011 9 4 6 0 6015 0 8 1 0 2 2 6
May we 67 8 9 1914 9 8 4 0202 3 3 20 0 O 10 1 6 Zi 00 111 0 0103 46060150 810 226
June . 69 8 0 95 0 0210 8 0 20 0 O 10 2 02100 1110 099 46065100 98¢0 226
July . 90 5 3 2813 3 198 0 0 20 0 O 102 019 50 111 0 096 460¢611 9 989 226
August wo 719 4 0 2313 0 187 3 3 20 0 O 10 2 0 19 5 0 111 0 4 6 0 70 86 911 0 2 2 6
September ... 68 10 9 . 190 0 0 20 0 0 10 2 0 19 5 0 010 9 4 6 0 7011 0 911 0 2 2 6
October .. 68 8 0 2012 0 18212 0 20 1 3 10 2 0 19 5 0 011 6 4 6 0 7815 0 1014 0 2 2 9
November ... 67 5 6 1911 6 176 10 9 20 2 O 10 2 0 19 5 0 012 0 4 6 0 70 5 0 1110 9 2 2 9

December ... 6414 6 1912 0 92 1 0177 8 0 20 0 O 10 2 0 19 5 0 012 3 4 6 0 66 7 0 11




APPENDIX No. 9—contd.

Long White White Gunny Pipe Matches Kerosene Caustic Penicillin~ Writing Lux Tyres &-Tubes; Motor
Cloth Mulls Shirting Bags Tobacco (Czech.) (Elephant Soda G. Crys- Paper Toilet (Dunlop). Spirit
165000 8181 ‘C40,000 B.Twill Capstan Scissors Brand) (UX.)) talline ap  —= - ~(Shel
Japan Japan Holland 2 1/41bs. Navvcut 50 sticks) (Arlon (3o0z) 500 x 19 500 x 19
Medium) Brand) Cover  Tubes
Piece of Pizce of lPiec.c of 100 Bags Lbs. Gross 2 Tinsof Cwt. Viols of Lbs. Dozen Pizce Piece Gall. in
42 yds. 20 yds. 42 yds. 8 Galls. 05 Mega Bulk
Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p.
1951—
$January 6 8 0 22 5 310012 0184 8 0°20 ¢ O 10 2 920 7 150 0123 4 640 67 70 14150 2 3.3
E 1February .69 7 6 24 1 6105 5 31812 0 20 0 O 911 6 2110 1 50 0146 46 067 3 6 14,150 2 4.0
“March 76 2 0 2512 9 194 6 6 22 0 O 910 9 23 9 150 110 46067 7 014150 2 40
April 78-10 9 2710 3 214 8 0 200 O 9 7 6 27 2 150 119 46016770 14150 2 40
May 74 5 6 2514 9 s 319 0 0 20 0 0 9 7 6 2510 1 50 110 4607213 3 1412 6 2-4 0
June 6612 0 22 3 6 .. 215 3 3 20 0 0 9 7 6 2510 150 110 460911 91496 240
July 55 50 19 03 . 204 0 0 20 0 O 9 7 6 2510 1 50 0150 460 9711 0 1512°0 2 4 6
August 5212 0 18 1 3 208 0 022 00 640 97 6 26 2 1 40 4 6 0 9711 0 1512 00 2 5 O
September 55 2 0 1813 3120 0 020612 9 22 0 0 6 4 0 9 9 9 27 6 1 36 0150 46 009711 0 1512 0 2 5 0
October 57 4 6 1810 3120 0 0221 8 0 22 0 0 6 5 3 911 0 2713 i 39 0150 46009711 015120 °2 5 0
November 57 0 3 18 4 3120 0 0235 0 0 22 0 0 7 0 O 911 0 29 2 130 0150 46 0 9711 0 1512 0 2 5 0
December 5611 3 19 3 3116 3 628212 9 22 0 0 7 4 6 913 9 29 2 130 0150 4 6 09711 0 1512 0 2 5 0
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APPENDIX No. 9—contd.

Long White White Gunny Pipe Matches Kerosene Caustic Penicillin ~ Writing Lux Tyres & Tubes Motor
Cloth Mulls Shirting [Bags Tobacco  (Czech.) (Elephant Soda  G. Crys- Paper Toilet (Dunlop) Spirit
16,000 8181 C40,000 B.Twill (Capstan Scissors Brand) (U.K.) talline Soap (Shell)
Japan Japan  Holland 2 1/41bs. Navy Cut 50 sticks (Arlon (3oz) 500x19 500x19
’ ’ Medium) Brand) Cover Tubes
Piece of Piece of Piece of 100 Bags Lbs. Gross 2 Tins of Cwt. Voils of Lbs. Dozen Piece Piece Gall. in
42 yds. 20yds. 42 yds. 8 Galls. 0'5 Mega 4 Bulk
Rs.a.p. Rs.a,p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a,p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.a.p. Rs.ap,
1952—
January 55 10 19 1 6111 0 0261 4 0 22 0 0 7 7 0 10 0 0 28 8 9 1 3 0 015§ 0 4 6 0 9711 0 1512 0 2 5 O
February .. 53 3 0 1810 3110 0 0229 4 0 22 0 0 7 3 0 10 5 0 2714 0 1 3 0 015 0 410 3 9711 0 1512 0 2 6 O
March . 51 0 0 18 4 0109 9 6182 6 6 22 0 0 615 0 1011 9 27 4 0 1 1 6 015 0 414 6 9711 0 1512 0 2 6 O
April o 5112 9 16 6 6108 0 0182 0 0 22 0 O 610 0 10 9 6 27 4 0 1 1 0 015 0 414 6 9711 0 1512 0 2 6 6
May .. 56 0 0 18 1 0108 0 0171 0 0 22 0 0 611 0 1012 0 26 7 3 1 0 0 015 0 414 6 9 3 0 14 8 9 2 7 0
June . 54 50 1814 3109 5 3128 4 0 22 0 0 610 0 1010 3 26 4 0 1 0 0 015 0 414 6 8 3 0 1312 0 2 7 O
July 5914 3 21 9 3116 0 011812 0 22 0 O 6 4 0 1014 9 26 4 0 1 0 0 015 0 414 6 8 3 0 1312 0 2 7 O
August .. 61 9 621 6 3118 0 0111 9 7 22 0 0 611 6 1015 0 26 4 0 1 0 0 015 0 414 6 8 3 0 1312 0 2 7 0
September .. 64 8 3 2015 3119 3 311812 0 23 00 7 00 1015 0 24150 1 00 1 20 4146 85.3 0 1378 0. 2:7:0
October . 6112 0 1912 0116 8 011814 0 23 0 0O 7 4 0 1015 0 24 8 0 1 0 0 1 2 0 414. 6 85 §,’03\12,120 25;16
November .. 63 8 6 20 9 3116 8 0124 1 7 23 0 0 7 7 6 1015 0 25 5 6 1 0 O 1 4 0O 414 6 8 3 0 1212 0 2 7 0
December .. 65 7 0 2114 3118 6 611912 0 23 0 0 810 0 1015 0 2811 0 1 0 0 1 3 6 414 6 8212 6 {215 0 2 7 0

(Source: C. S. 0)



APPENDIX. No. 9—contd.
B. AVERAGE WHOLESALE PRICES OF SELECTED LOCALLY PRODUCED

X COMMODITIES.
NI
T
Decem- Decem- Decem- Decem- Decem-
Commodity Market Unit ber, ber, ber, ber, ber,
1948 1949 1950 1951 1952
Food, Drink and Tobacco— b e gy
1. Wheat (Fair Average Quality) Karachi 2} Mds. 30 2 03 20239026 9.02814 6
Multan , Maund 14 0 0 911 0 715 0 10 1§ ”6 22 12 3
Lyallpur . 914 0 815 0 7 7 6 11 8 9 22 0 O
Peshawar . 1513 0 814 6 12 8 9 23 3 0
2. Rice:
Kangni (F. A. Q.) Karachi 24 Mds. 30 9 0 309 0 30 90 2 5 6 36 40
Sugdasi " " 46 1 0 46 1 0 46 1 0 3510 3 47 3 0
Basmati . Gujranwala Maund 40 0 O 18 6 0 18 6 0 20 6 6 20 0 O
Medium Quality Chittagong " 21014 0 15 7 0 15 2 0 21 0 0 21 6 O
» . Dacca » 3412 9 17 8 0 2312 9 23 0 O
3. Gram (F. A.Q.) Karachi 2} Mds. 2010 0 2312 0 20 8 O 4313 6
*Okara Maund 1500 6 86 8 00O 6 20 6 0
Peshawar ' 14 0 0 715 0 9 1915 9
Dacca " 17 0 0 15 0 16 0 0 1114 6 13 0 0O
4. Barley (Punjab variety) .
F.A. Q. Karachi 8 Mds 61 8 0 50 00
Multan Maund 12 0 0 5150 514 6 7 2 % 16 00
5. Maize Peshawar v 1313 0 6 90 9 5 3 1614 3
Lyallpur ' 15 0 0 611 6 0 916
6. Jawar Multan ” 1 8 0 5 3 0 810 614 0 17 6
7. Bajra Multan v 4 20 7100 8 2 079 8 0 1913 6
8. Pulses :
Mash (whole) Multan " 18 0 0 12 8 0 17 2 0 2414 9 24 3 6
Mash Kali (whole) Dacca " 15 4 0 811 3 1212 0
Moong Washed ... Karachi " 17 4 0 31 0 0 33 0 0
Moong (whole) ... Dacca ' o 22 0 0 20 0 20 0
9. Sugar (Refined Quality) Karachi . 3912 0 36 0 0 38 2 0 45 0:45 0 O
Lahore ' 40 2 40 8 9 41 4 0 47 4 0 4912 0
Mardan . 44 0 6 40 0 O 48313 6 44 8 O
Dacca ' 4114 0 38 2 0 36 4 0 45 0 0 45 0 O
Chittagong » 35 8 0 44 0 4 0 O
10. Gur Lyallpur ’ 9 4 0 18 8 0 25 1 6 15 0 O
(1st Quality) Mardan ” 18 0 0 10 8 0 15 0 0 2713 6 16 8 O
11. Edible Oils :
Til Oil ... Karachi v .
Coconut Oil (Local) " » 72 0 0 81 6 73 4 0
Mustard Oil (Ghani) Chittagong " 110 10 0 130 0 0 130 010612 9 74 8 O
» . Dacca " 118 0 011210 0 76 4 ©

Vanaspati
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APPENDIX: No. Ot

4

. . DC'C?I:h- Decem-  Decem- ]56cem— ‘ =cem-
Commodity and Market Unit ber, ber, ber, ber, ber,
Deséription - 1948 1949 1950 1951 1952
12. Tea :
Leaf Orange Peko Karachi Lb. 210 111 6 e
Dust’ High ‘Brown . . 280 196 '
Lipton White Label i " 290 2100 269 250 21 6
13. salt: -
Mairripore Variety Karachi Maund 350 350 3100 3110 390
Lahore Variety . ’ 512 0 7 00 6 0.0 5 8 0
Rock (F.A.Q) ... Lahore . 5 8 412 0 412 0 4 6 6 4 4 9
¢ Qrushed .-+ Chittagong ” 920 700 800 7156 715 6
" . Dacca ' 1011 3 8 80 10 00 1090 0
“~
14. Tobacco :
« Leaf Sargodha Maund 60 O 0100 0 0100 0 0 75 0 0 73 2 9
N Mardan . 812 0120 0 0 70 0 0 72 0 0 73 2 0
{
Motihari Dacca . 111 0 0 95 0 0115 0 0174 0 0 8 O O
Locol Chittagong ’ 3212 0 499 8 0 32 0 0 70 0 O
Raw Materials—
1. Jute Raw (Middle) Narayanganj Maund 37 0 0 28 2 9 3710 6 1612 0
2. Cotton Raw:
4F (Punjaby R. G. Karachi " 71 8 0 74 2 0 97 6 0122 4 9 61 8 O
289 ENT (Punjab) R. G. » " 90 8 0 7910 0101 4 012612 9 6812 O
L.S.S. (Punjab) R. G. " " 80 4 0 75 0 0 99 0 0123 9 6 6414 O
Sind Desi , ., ST 6 0 64 8 0 8912 0102 6 6 57 6 0
Pur\iz;bDesi » » 5012 0 5810 9 8 0 0100 0 0 54 4 0O
3. Wool :
Sind’ White' Karachi ” 120 0 © 265 0 0133 0 0149 0 0.
Punjab Superior White » » 275 0 0141 12 9 154 0
Goat Hair Cleaned ‘Multan " 750 0 70 0 0 8 0 0120 0 0 8312 0
Sheep Pulled Cleaned " » 90 0 0 60 0 0115 0 0100 0 0 9610 O
First Quality Peshawar . 52 8 0 810 9182 8 0 54 9 6 61 5 3
4. Hides and Skins :
Cow Hides 2/25 Ibs. Karachi 28 1bs. 30 0 0 25 8 0 40 4 0 3 0 0 22 0 0
Buffalo Hides 12/40 Ibs, . " 1612 9 19 4 0 3012 0 33 0 0 23 0 0
PRapras First 5 ieges of .
az%o Ibs. Ome; . 100 pieces 135 0 0218 5 3244 0 0172 8 O
Soat Skins 85 of First 15°
G%%con:l‘;SOOIIZOOIbs. /" » » 263 0 0276 4 0333 5 3252 0 0185 0 O




APPENDIX No. 9—concld.

T

TR T

Decem- Decem-

Decem- Decem- Decem-

Commodities Market, Unit ber, ber, ber, ber, ber,
1948 1949 1950 1951 1952
4. Hides and Skins—contd.
Cow Dry Salted ... Dacca Lb. 012 0 0 7 0 1 2 3 010 3 012 O
Buffalo Dry Salted » »s 073 040 0136 083 0280
Goat Skins » » 250 0 0175 0 036812 0175 0 0221 4 O
5. Oil Seeds:
Rape seed (Sind) ... Karachi . 21/2Mds. 67 3 0 5114 3 4714 O 33 90
Til seed ... . Maund
Sarsoon Seed Lyallpur . 24 0 0 1912 0 2010 9 18 9
Cotton Seed (N.T.P.K. New) Karachi ' 8§12 0 511 9 5 9 0 8 6 3 6 8 O
Cotton Seed Lyallpur ' 11 4 0 1114 0 7 7 3 9 6 O

25
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APPENDIX No. 10,
Pakistan’s Balance of Payments

A—ALL COUNTRIES*
(In lakhs of rupees.)

1948-49 1949-50 1950-51 1951-52 1952-53
1948 i
Items January
June July- Jan.- July~ Jan.- July- Jan.- July- Jan.- Jul
Dec. June Total Dec. June Total Dec. June  Total Deg. J :xrlle Total D‘;g
Receipts : 44,66 32,02 6886 100,88 3726 5859 9485 77,71 16945 247,16 118,40 12221 240,61 69,56
Jute exports 9,02 12,06 2698 39,04 10,59 19,85 30,44 3227 54,03 86,30 68,58 47,42 111600 26,47

Cotton exports 25,09 9,43 14,36 23,79 1390 2724 41,14 27,49 81,85 109,94 27,40 53,56 8096 26,38

Hides & Skins . .
exports ... 2,79 1,96 3,01 4,97 1,57 2,26 3,83 2,49 4,96 7,45 2,38 2,05 4,43 2,06

‘Woolexports 2,22 2,05 1,52 3,57 1,73 2,39 4,12 4,27 5,38 9,65 2,49 2,07 4,56 2,89

Miscellaneous
exports ... 2,54 3,32 577  -9,09 4,60 2,83 7,43 3,62 14,22 17,84 8,35 4,39 12,74 3,11

Total exports 41,66 28,82 51,64 80,46 32,39 54,57 86,96 70,34 160,43 230,77 109,20 109,49 218,69 60,91

‘Other receipts 300 3,20 17,22t 20,42 3,87 402 7,89 7,37 9,02 1639 9,02 1271 21,73 8,65

Payments : 22,98 56,71 89,71 146,42 60,34 69,48 129,82 81,66 107,80 189,49 128,31 159,59 287,90 117,07

Imports on pri~
vateaccount 10,03 26,52 49,06 75,56 3591 39,02 7493 58,56 68,73 127,29 83,39 109,29 192,68 76,70

Imports and
other pay-
ments on

‘Government
account ... 10,44 24,76 31,67 5643 15,64 18,38 34,02 1496 28,36 43,32 2796 31,84 59,80 27,35

‘Other payments 2,51 5,43 8,98 14,41 8,79 12,08 20,87 816 10,72 18,88 16,97 1847 3544 13,02

Balance : 421,68 —24,69 —20,85 —45,54 —24,08 —10,89 —34,97 —3,97 161,65 457,68 —9,91 —37,38 —47,29 —47,51
‘Errors and

omissions ... —3,18 +3,81 —854 —4,73 +223 +1,27 43,50 42,11 —2,16 —5 42,42 —1,49 +93 —78
‘Net investment
(+)or dis-

investment(—)--18,50 —20,88 —29,39 -—50,27 —21,85 —9,62 —31,47 —1,84 59,49 +57,62 —7,49 —38,87 —46,36 —48,29

(Source: S. B. P)

*Notes.—(1) Excludes transactions with Afghanistan.
(2) Transactions with India included from 27th February 1951, and with Nepal and Tibet from 16th March 1951, when exchange
cq?ﬁrgl l;vals) extended to these countries. For the earlier periods, in the absence of exchange control no figures are available
with S. B. P.
(3) Figures will not necessarily add to totals because of rounding off.

JIncludes Rs. 1302 of Receipts on Government account.

&b



APPEND]X No. }0—contd.
‘B. BALANCE OF PAYMENTS BY CURRENCY AREAS

1948-49 1949-50 1950-51 1951-52 1952-53

Items ;a:l?ligy

June %‘g- JJa{ﬁl; Total .]I;ég- }3?16- Total iI)uéc):,- }32(; Total Jlggz- .}irxlxc; Total lglgg-

STEBRLING AREA
Receipts .. 11,42 10,66 3322 438 16,50 2201 3851 27,15 43,19 70,74 22,82 30,36 53,18 2505
Payments ... 1049 4209 47,82 8991 3575 3821 73,96 46,64 49,07 9571 4429 64,40 108,69 65,52
Balance 31,93 —71,43 —14,60 —46,00 —19,25 —16,20 —35,45 —19,49 -—5,88 —25,37 —21,47 —34,04 —55,51 —40,47

DOLLAR AREA

Receipts 6,02 5,08 9,14 14,22 2,22 5,90 8,12 7,88 10,82 18,70 3,09 5,30 3,39 4,87
Payments 7,97 6,23 19,36 25,59 7,35 9,75 17,10 8,62 18,16 26,78 20,71 14,04 34,75 9,55
Balance . —195 —1,15 —1022 —11,37 —5,13 385 —898 —74 —7,34 —8,08 —17,62 —8,74 —26,36 —4,68

OTHER COUNTRIES
Regeipts .. 27,22 1628 2650 42,78 17,54 30,68 48,22 42,68 94,76 13744 5831 7530 133,61 39,64
Payments 4,52 8,39 2253 3092 17,24 21,52 38,76 2640 3572 62,12 44,81 54,48 99,29 41,99
Balance .. +22770 47,89 +397 11,86 430 +9,16 4946 -+16,28 459,04 47532 13,50 420,82 434,32 —2,35

(Source: S. B. P)

Notes.—(1) Transactions with India included from 27&171 Februyary 1951, and with Nepal and Tibet from 16th March, 1951 when exchange
control was extended to these countries. For the early periads, in the absence of exchange control no figures are available with
the State Bank of Pakistan.

(2) Excludes transactions with Afghanistan.
(3) Figures will pot negessarily add to totals because of rounding off.
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APPENDIX No. 10—contd.

C. BALANCE OF PAYMENTS BY SELECTED COUNTRIES

—.— —

1948-49 1949-50 1950-51 1951-52 1952-53
1948
fem Ja?ﬁﬁgy-July-De- January- Total July-De- January- Total July-Dec- January- Total July-De- January- Total July-De-
cember June cember  June ember  June cember June cember
1. INDIA*
Receipts n.a n.a na n.a n.a n.a n.a. n.a. 20,67 20,67 34,15 11,26 45,40 9,54
Payments n.a n.a n.a n.a n.a. n.a n.a. n.a 4,86 4,86 18,50 26,67 45,16 15,15
Balance n.a na n.a n.a 415,81 415,81 415,65 —15,41 +24 —5,61
2. JAPAN
Receipts n.a. n.a n.a n.a n.a n.a n.a. 10,12 28,74 38,85 5,89 17,88 23,77 9,88
Payments n.a n.a n.a n.a. n.a n.a n.a. 7,82 17,11 24,93 18,79 29,63 48,42 15,50
Balance n.a. n.a n.a n.a n.a n.a na. +230 +11,63 13,92 —12,90 —11,75 —24,65 —5,62
3. 0. E. E. C. COUNTRIES (excluding UK.)
Reczipts n.a. n.a n.a n.a n.a n.a n.a. 21,08 43,12 64,19 32,60 27,23 59,83 16,4-:7
Paymen”ts n.a n.a n.a n.a n.a n.a n.a. 11,08 10,74 21,81 18,85 19,00 37,85 16,88
Balance n.a n.a n.a n.a n.a n.a na. -10,00] 432,38 +42,38 4-13,751{"+8,23 +21,98 —41
4. UNITED KINGDOM
Receipts na n.a n.a n.a. n.a na n.a. 19,07 28,11 47,18 16,46 24,39 4085 11,65
Payments n.a n.a na n.a n.a n.a n.a. 36,66 39,30 7596 3567 56,46 92,13 45,17
Balance n.a na n.a n.a n.a n.a na. —I17,59 —11,19 —28,78 —19,21 —32,07 —51,28 —33,52
5. UNITED STATES
Receipts n.a na n.a n.a n.a na n.a. 7,57 10,41 17,97 2,91 5,07 7,98 4,52
Payments na n.a n.a n.a n.a n.a n.a. 7,91 16,41 24,32 19,24 11,49 30,73 8,67
Balance n.a n.a na n.a na n.a n.a. —34 —6,00 —6,35 —16,33 —6,42 —22,75 —4,15

(Source: S. B. P)

*Transactions with India included from 27th February 1951 when exchange control was extended to this country.

in the absence of exchange control, no figures are available with S.B.P.
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For the earlier periods,
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APPENDIX No. 10—concld.
D. INVESTMENT AND FINANCING ACCOUNT

(In lakhs of rupegs.)
1948-49 1949-50 1950-51 1951-52
January- 1952-53
Items June, July-
1948 Dgc.

July- January- Total  July- January- Total July- January- Total July- January- Total
Dec. June Dec. June Dec. June Dec, June

5.

10,

. Investment in Pakistan (—) —7 —10 —51 —61 —37 —4 —41 —14 —31 —43 —47 —53 —1,00 —82
. Investment by Pakistan (—) (in LM.F. +7,78 +31,93 439,71
and LB.R:D.) (+).
. Changes in gold, dollar and sterling 45,80 189,82 -+23,90 +159,52 —67,49 —2,17 —69,66 —1,69 --57,15 45546 -—3,14 —43,60 —46,74 —43,86
assets [Increase (+4) Decrease (—) ]. .
. Gold and sterling assets received from —26,67 —109,04 —51,90 —187,61 —7,93 —7,93 —1,82 —1,82
the Reserve Bank of India [Receipts
1!
<Changes in rupee liabilities [Increase = —61 —1,61 —82 —3,04 2,71 438 43,09 -—6,22 —34,75 —4094 +2,58 1,55 +4,13 490
(—) Decrease {-) 1.
. Changes in other short-term banking +5 45 —6 +4 414 +14 +22 —51 —29 —18 —39 63 —15
assets. [Increase (+) Decrease (—) ].
. Changes in other short-term assets +425 4425 —6,07 -+S5,03 —1,04 —32
{Increase (+) Decrease (—)].
. Suspense items ... e e +1,72 41,72 —22 —88 —1,10 —-3,92
. Allowance on account of .devaluation +43,30 e +43,30
of sterling etc.

Net investment () or disinvestment 18,50 —20,88 —29,39 —3{,70 —21,85 —9,62 —31,87 14,35 145329 +57,64 ~—7,50 —38,88 —46,38 —18,55

).

(Seurce: S. B, P.)

Nore,—(1) Transactions with India are included from 27th February 1951 and with Nepal and Tibet from 16th March, 195} when exchange.control was extended
to these countries.

(2) Figures would not necessarily add to totals because of rounding off.



APPENDIX No, 11

Proposed proforma for submission of accounts by foreign insurance companies

Particulars

Dr.

Cr.

Reserve for unexpired risks at the beginning of the year.

(a) Fire.Premia less Refunds,
Marine Premia less Refunds.
Accident Premia less Refunds,
(b) Fire Reinsurances.
Marine Reinsurances.
Accident Reinsurances.
(¢) Claims under policies less Reinsurances :—
Paid during the years :(—

Fire,
Marine.
Accident.

Add outstanding claims whether due or intimated as due at the

end of the year :—
Fire
Marine,
Accident,

Less outstanding claims at the beginning of the year :-

Fire,
Marine
Accident.

(d) Comnmissions paid during the year less recovered

on Refunds & Local Reinsurances.
Less Recovered on Treaty Reinsurances.

(e) Expenses of Mapagement.

(f) 'Head office expenses not being more than 5%

gross premium.

(2) Reserve for unexpired risk : being 1009, of the net pre-
“mium income of the year for marine, 509%; for fire,

and 509, for accident.
Balance being Profit/Loss

Explanations : —

(a) Premia (Gross Premium Less Refunds).

Tke Insurance Companies may be asked to submit a supporting schedule showing
(i) Premium introduced by Agents, (ii) Premium earned on Reinsurances accepted and
Premium earned on direct policies without any intermediary.

{b) The Insurance Companies may be asked to submit a supporting schedule
showing (i) Local, and (ii) Treaty Reinsurances separately. The figures to be shown in

this schedule should not be after deduction of Reinsurance Refunds.

Note : —Most of the foreign Insurance Companies will
Officés, they are unable to supply the figures .for Treaty Reinsurances

contend

that being Branch
placed by

their H. O. on the Branch’s A[C. ‘According to the accepted Treaty Reinsurance
accounting procedure obtaining to the H. O.s of an Insurance Coy’s., the Treaty
Reinsurance Premia, Loss Recoveries, Commission Recoveries, Reserves Created
and Reserves Released are worked out separately for each couniry, where their
income is subjected to taxation for filling Income Tax Returns. The Branch Offices
gartl, therefore, approach their H.O’s, to obtain the:- necessary Treaty Reinsurance
ata.

(c¢) Claims.

(i) Paid losses denote Gross Losses paid by the Companies in Pakistan Less

salvage recovery, if any, Local Reinsurance Loss Recoveries and Treaty Loss Recoveries.

(ii) Claims outstanding at the end of the year denote losses which have been
intimated to the Company but have not been paid. The figure given should represent



the net share of the Company in the Losses after taking credit for the Reinsurance
Recoveries. '

(d) Commissions.

The Companies may be asked to submit a supporting schedule showing (i) Com-
mission paid or adjusted on Reinsurance accepted and (ii) Commissions paid to Agents
on business received through them.

Commission Recovered on Refunds and Local Reinsurance denote commission
recovered from Agents on Refund of Premium and Commissions recovered by the
companies on reinsurance may be deducted and net commission recoveries shown. The
Insurance companies may be asked to submit a supporting schedule showing commis-
sion recoveries from Agents on Refunds and from other Insurance Companies on Re-
insurance placed locally.

Commissions recovered from Treaty Reinsurers on reinsurance placed with them.
This information will be supplied by the H.O’s. of the Companies. It may be pointed
out that- Marine Reinsurances are placed on original net basis i.e., the ‘Reinsurer is
paid his proportionate share of the net premium earned by the Reinsured (Premiums
Less Commission) as such the Companies may be asked to -give the particulars of the
Grosses Reinsurance Premium separately under (b) and the difference between the
Gross Premium payable and Net Premium paid representing the commission
recovery should be shown (c) (d) (Marine only). Further required usually deducts-
at an average of 5% a Commission called *Exchange Commission”. This recovery
may also be added to the commission recovery under Marine.

(e) Expenses of Management.

The Companies may be asked to submit a supporting schedule showing the maij
heads of expenditure and amounts incurred under each. It may be mentioned ther
in terms of certain Treaty Reinsurance Arrangements, the Reinsurers reimburse t
Reinsured with its expenses. Such recoveries generally do not exceed 10% of the r
insurance premia ceded and the Coys. may be asked to give credit for such recoveri
to the “Management Expenses” if their Treaty Arrangements include such a clause

Amounts which the Foreign Companies may be allowed to remit.

(i) Treaty Reinsurance Premiums on a quarterly basis on production of con-
firmed accounts from their Treaty Reinsurers. The accounts statements should give
full information regarding Reserves Released and Reserves Created. '

(ii) Any surplus on an annual basis worked out as per proforma. If the result
shows a deficit in one year, this should be deducted from the surplus of the following
year to arrive at the amount to be remitted or in other words in arriving at the sur-
Plus for a year previous year’s deficit, if any, must be deducted from the surplus of the
year under review.

31
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APPENDIX No, 12

Acreage and yield of principal crops in Pakistan

A—SUMMARY STATEMENT*

¢In thousands of acres and tons).

Area (€00 acres) Yield (000-tons)

Yield per acre (in

——~—=——{ 1bs.) Average for

Crops the years 1949-50,

1947-48 1948-49 1949-50 1950-51 1951-52 1947-48 1948-49. | 1949-50 | 1950-51 | 1951-52 to 1951-52

1. Rice 209,61 214,95 217,72 224,01 224,81 73,85 84,06 81,38 81,95 77,45 8,09
2. Wheat 98,55 106,77 107,15 108,32 102,19 33,21 39,96 39,58 39,53 30,60 7,73
3. Bajra 19,97 23,26 22,90 23,27 20,21 2,96 3,92 3,5% 3,55 2,76 3,34
4. Jowar 10,48 11,26 11,92 12,65 10,76 2,03 2,35 217 2,38 1,& 4,15
5. Maize 9,05 9,50 10,04 9,42 9,57 3,55 3,76 4,23 3,68 3, %15
6. Barley 4,88 6,60 5,62 5,71 532 1,26 1,93 1,54 1,61 1,37 6,08
7. Gram 23,82 30,03 27,41 28,13 24,06 5,17 3,04 2,11 7,43 4,92 5,48
8. Sugarcane 6,90 7,01 7,54 7,00 7,25 8,87 10,69 10,39 8,74 8,92 28,83
9. Rape and mustard 14,90 15,87 14,32 16,26 18,55 2,50 2,68 2,34 2,78 3,02 3,72
10. Sesamum 2,01 1,71 1,81 2,01 1,96 35 29 23 34 34 3,62
11. Linseed 74 74 80 66 68 13 2 13 10 12 345
12. Cottont 31,10 26,50 28,62 30,11 33,76 1,96 1,72 2,22 2,26 2,35 1,66
13. Jute} 20,59 18,77 15,61 12,50 17,79 12,22 9,78 5,95 1,95 11,31 12,34
14. Tea$§ 70 73 75 75 82 12:6 15 17 17 237 512

(Source: Ministry of Food and Agriculture.)

*Note.—(1) Yield of rice is given in terms of husked rice.
(2) Yield of sugarcane is given in terms of gur,

tCotton yields, in bales, work to 10.97 lakhs (1947-48), 9.64 (1948-49), 12.42 (1949-50), 12.9Q (1950-51) and 13.17 lakhs (1951-52),
}Jute yields, in bales, work to 68.42 lakhs (1947-48), 54.79 (1948-49), 33.33 (1949-50), 44.42 (1950-51) and 63.31 lakhs (1951-52).
§Tea yields in pounds, work to 282.24 lakhs (1947-48), 336.00 (1948-49), 380.80 (1949-50), 380.80 (1956-51) and $3Q.00 lakhs (1951-52).
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APPENDIX No. 12—contd.

B.—RICE
Area (000 acres) Yield (000 tons) . X

Yield per acre (in

. e - — —j—— —®_| 1bs.) Average for

Province/State the years 1949-50

1947-48 | 1948-49 | 1949-50 | 1950-51 | 1951-52 | 1947-48 | 1948-49 | 1949-50 | 1950-51 | 1951-52 to 1951-52
Baluchistan 58 48 51 65 67 15 12 13 20 19 637
East Bengal 1,90,06  1,9424  1,9528 200,07 2,03,01 67,36 76,73 73,78 73,43 70,34 815
N.-W.FP. .. 28 34 37 37 37 6 10 13 13 12 767
Punjab 6,52 7,05 8,00 8,37 7,66 2,46 2,97 3,11 2,80 2,62 795
Sind 11,63 12,21 12,87 13,76 12,49 3,65 3,95 4,01 5,14 4,01 751
Bahawalpur 38 50 53 61 44 11 15 16 18 13 666
Khairpur 16 13 16 18 17 6 4 6 7 4 747
ToTAL (All Pakistan) 2,09,61  2,14,95  2,17,72  2,24,01 2,24,81 73,85 84,06 81,38 81,95 77,45 809
Note.—Yield is given in terms of husked rice. (Source : Ministry of Food and Agriculture.)
C.—WHEAT

Baluchistan 2,62 2,57 2,63 2,64 2,56 44 55 50 52 41 409
East Bengal 85 95 96 94 96 20 19 23 20 23 517
N.-W.F.P. 10,13 10,87 12,13 11,01 10,91 2,80 2,67 2,96 2,65 2,32 521
Punjab 65,03 69,91 70,23 72,83 70,75 23,69 29,69 30.28 30,07 23,81 882
Sind 11,55 13,74 12,74 12,02 9,42 3,34 3,74 3,26 2,89 2,22 548
Bahawalpur 7,25 7,61 7,45 7,98 6,72 2,39 2,80 2,04 2,93 1,34 638
Khairpur 1,12 1,12 1,01 90 87 35 32 31 27 27 685
ToTAL (All Pakistan) 98,55 1,06,77 1,07,15  1,08,32 1,02,19 33,21 39,96 39,58 39,53 30,60 773

(Source : Ministry of Food and Agriculture.)
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D.—BAJRA
Area (000 acres) Yield (000 tons)

Yield per acre

' | ' (Ibs.) (Average

Province/State for the years

1947-48 1948-49 1949-50 1950-51 1951-52 1947-48 1948-49 1949-50 1950-51 1951-52 1949-50 to
1951-52).
Baluchistan 4 3 6 7 5 b) b) 1 1 () 361
Fast Bengal (@ 1 1 1 1 ®) (© ® ® @&
N.-W.F.P. 84 1,29 1,40 1,11 90 10 18 12 11 6 190
Punjab 11,56 13,00 1,216 12,42 10,51 2,07 2,73 2,32 2,23 1,73 401
Sind 6,05 6,71 745 7,96 7,41 47 52 73 83 67 219
Bahawalpur 1,44 2,16 1,76 1,65 1,30 31 48 39 36 29 495
Khairpur 4 6 6 5 3 1 1 2 1 1 640
TotaL (All Pakistan) 19,97 23,26 22,90 23;27 20,21 2,96 3,92 3,59 3,55 2,76 3,34
(Source : Ministry of Food and Agriculture).
E—JAWAR

Baluchistan 1,05 50 1,14 92 79 10 5 14 13 12 307
East Bengal 1 1 1 1 1 @) (d) d) ()] ) v
N.-W.E.P. 48 92 88 68 60 7 20 10 10 9 301
Punjab 3,30 4,16 4,10 5,21 4,18 57 73 77 91 71 397
Sind 3,04 3,60 3,75 3,83 3,11 65 83 74 82 59 451
Bahawalpur 1,82 1,30 1,38 1,36 1,41 39 29 30 30 31 491
Khairpur 78 77 66 64 66 25 25, 12 12 19 491
TotAL (All Pakistan) 10,48 11,26 11,92 12,65 10,76 2,03 2,35 2,17 2,38 1,99 415

(a) Below 500 acres.
(b) Below 500 tons.
(¢) Below 200 tons.
(d) Below 200 acres.

(Source : Ministry of Food and Agriculture.)
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F—MAIZE
Area ( 000 acres) Yield (000 tons) ‘ Yield per acre (1bs).
(Average for the
Province/State | years 1949-50 to
| 1951-52)
1947-48| 1948-49 1949-50 1950-51 1951-52 1947-48 1948-49 1949-50 1950-51 1951-52
{ i
Baluchistan .. e 9 8 8 11 10 1 2 2 3 2 541
East Bengal 6 7 12 13 10 2 2 3 3 2 512
N.-W.E.P. ... 4,60 4,86 4,99 4,63 5,08 1,86 1,99 2,30 2,07 2,32 10,19
Punjab s 4,04 4,22 4,57 4,30 4,03 1,60 1,67 1,82 1,50 1,55 846
Sind 4 4 5 5 6 1 1 1 1 1 420
Bahawalpur - v 22 23 23 20 20 5 5 5 4 4 462
Khairpur ... (@ (@) @ @ @ ® ® ) ® ®
TotaL (All Pakistan) 9,05 9,50 10,04 9,42 9,57 3,55 . 3,76 14,23 3,68 3,96 9,15
(Source : Ministry of Food and Agriculture).
G—BARLEY
Baluchistan - e 7 8 8 10 9 1 2 1 2 1 332
East Bengal 73 85 87 82 &2 15 16 17 15 16 428
N.-W. F.P. 1,57 2,00 1,72 1,38 1,53 39 50 49 41 44 648
Punjab 2,14 3,12 2,47 2,88 2,55 64 1,12 79 91 70 681
Sind 14 26 25 30 15 2 5 4 6 3 416
Bahawalpur v s 21 27 21 20 16 5 7 4 5 2 432
Khairpur ... 2 2 2 3 2 (@) 1 (@) 1 1
TotAL (All Pakistan) 4,88 6,60 5,62 5,71 5,32 1,26 1,93 1,54 1,61 1,37 608
(Source : Ministry of Food and Agriculture.)
H—-GRAM
Baluchistan 19 15 15 17 19 6 4 4 4 3 483
East Bengal 2,08 2,06 2,01 2,00 2,01 51 49 52 47 52 562
N.-W.F. P. 1,73 2,16 2,06 2,14 1,37 22 25 32 33 12 309
Pynjab 13,19 18,75 17,62 17,48 - 15,20 2,86 5,59 5,13 4,97 3,22 593
Sind . 4,15 4,18 3,36 3,59 3,62 79 88 68 83 76 481
Bahawalpur . 2,31 2,52 2,04 2,56 1,51 68 74 38 75 24 502
Khairpur ... .. 17 21 17 19 16 5 5 4 4 3 474
TotaL (All Pakistan) 23,82 30,03 27,41 28,13 24,06 517 8,04 7,11 7,43 4,92 548
(@) Below 500 acres. (Source : Ministry of Food and Agriculture.)

(b) Below 500 tons.
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I—-SUGARCANE

Area ( 000 acres ) Yield ( 000 tons ) Yield per acre (1bs.)
(Average for the

Province/State years 1949-50 to
1947-48, 1948-49 l 1949-50 | 1950-51 l 1951-52 | 1947-48 l 1948-49 | 1949-50 ‘ 1950-51 \ 1951-52 1951-52)

Baluchistan . .. . .
East Bengal . 2,24 2,25 2,27 2,26 2,29 3,27 3,41 3,10 3,33 3,43 3238
N.-W.F.P. . 1,21 1,09 1,02 82 1,03 1,34 1,22 1,15 91 1,15 2505
Punjab ... 2,89 3,04 3,50 3,35 3,33 3,73 4,81 5,28 3,79 3,60 2788
Sind 10 13 17 17 15 12 18 22 27 24 3337
Bahawalpur 43 48 56 38 43 38 44 61 42 47 2453
Khairpur ... . 3 2 2 2 2 3 3 3 2 3 2988
ToraL (All Pakistan) ... 6,90 7,01 1,54 7,00 7,25 8,87 10,09 10,39 8,74 8,92 2883

Note.—Yield is given in terms of gur. (Source : Ministry of Food and Agriculture.)
J—RAPE AND MUSTARD

. Baluchistan 58 20 40 74 62 7 2 4 4 5 165
East Bengal 4,32 4,63 4,77 4,88 5,02 78 83 86 89 1,00 420
N.-W. F. P. 76 1,04 1,02 93 89 6 9 8 7 7 174
Punjab ... 4,51 4,41 3,65 3,60 5,38 62 73 65 69 90 397
Sind 2,41 3,36 2,28 3,24 3,71 46 52 34 47 58 337
Bahawalpur . 1,86 1,69 1,49 2,15 2,17 41 37 24 47 26 374
Khairpur ... 46 54 n 72 76 10 12 15 16 16 470
ToTAL (All Pakistan) ... 14,90 15,87 1,432 16,26 18,55 2,50 2,68 2,36 2,78 3,02 372

(Source : Ministry of Food and Agriculture.)
K.—SESAMUM
Baluchistan
East Bengal 1,37 1,27 1,30 1,44 1,44 28 24 20 27 29 427
N.-W. F. P. 4 2 3 2 2 1 (© () () (c)
Punjab ... 40 24 29 30 27 4 3 3 3 3 234
Sind 13 12 11 15 13 1 1 1 2 1 229
Bahawalpur 7 6 8 10 10 1 1 1 2 1 320
Khairpur ... (a) ® (a) (a) (a) ()} (©) © (c)
TotAL (All Pakistan) ... 2,01 1,71 1,81 2,01 1,96 35 29 25 34 34 362
(a) Below 500 acres. (Source : Ministry of Food and Agriculture.)

(b) Below 200 acres.
(¢) Below 500 tons.
(d) Below 209 tons.
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L—LINSEED

Area (000 acres) l
. |

Yield per acre (Ibs.)
(Average for the
] year 1949-50 to

Yield (000 tons)

Province/State ! :
1947-48 ' 1948-49 [ 1949-50 ‘ 1950-51 ' 1951-52 I 1947-48 ' 1948-49 ‘ 1949-50 % 1950-51 i 1951-52 1951-52).
Baluchistan .
East Bengal 69 68 74 60 61 12 11 12 9 11 368
N.-W. F. P. ) . )
Punjab 5 6 6 6 7 1 1 1 1 1 354
Sind
Bahawalpur
Khairpur
ToTaL (All Pakistan) . 74 74 80 66 68 13 12 13 10 12 345
(Source : Ministry of Food and ~Agricultz}re").‘
M.—COTTON (Lint). . e
Baluchistan (a) b) -
East Bengal 55 55 55 55 57 2.5 3.2 2.7 3.2 3.2 120
N.-W. F. P. 4 5 6 11 16 b) (b) ®) ®) () 95
Punjab 18,26 15,77 16,13 17,13 18,65 1,19 94 1,29 1,11 1,14 152
.Sind 7,97 7,19 7,83 8,13 8,34 53 52 56 80 79 195
o . Bahawalpur 3,90 2,59 . 3,57 3,75 5,31 30 19 30 32 38 173
=3 Khairpur 38 35 48 44 73 2.5 2.5 3 3 4.4 139
ToTaL (All Pakistan) (c) 31,10 26,50 28,62 30,11 33,76 1,96 1,72 2,22 2,26 2,35 1,66
\ (Source: Ministry of Food and Agriculture).
: N.—-JUTE
Fast Bengal 20,59 18,77 15,61 12,50 17,79 12,22 9,78 5,95 7,95 11,31 1234
(68.42  (54'79  (33:33  (44-52  (63-31
Lakh Lakh Lakh Lakh Lakh
Bales) Bales) Bales) Bales) Bales)
TotAL (All Pakistan) (d) 20,59 18,77 15,61 12,50 17,79 12,22 9,78 5,95 795 11,31 1234
O—TEA
Rast Befigal 70 73 75 75 82 12:6 15 17 17 2377 512
70 73 75 75 82 12°6 15 " 17 17~ 73-7 512

"ToTAL (All Pakistan) (c)

(a) Below 500 acres.
(6) Below 1000 tons.

(c) Cotton yields in bales, work to 10.97 lakhs

(Source : Ministry of Food and “Agriculture).

(1947-48), 9.64 (1948-49Y, 12.42 (1949-50), 12.90 (1950-51) and 13.17 (1951-52).

() Jute yields in bales, work to 68.42 lakhs (1947-48), 54.79 (1948-49). 33.33 (1949-50), 44 42 (1950-51) and 63.31 (1951-52).

(e) Tea yields in pounds. work 1o 282.24

Takhs (1947-98). 336.00 (1948-49), 380,8 (1949-50), 38020 1950-51) and $30-00 lakhs (1951-52),
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Q‘“V““mmi storage accemmodation for foodstusts

(Capagity in tons)

S. Ne. \ Prowince/State

Fxisting storage accommaodation \

Schemes for-additional storage accommodation

1. Bast Bengal

2. Punjab

3. Sind

4. N.-W. FE. P.

5. Baluchistan

6. Karachi ...

1. Bahawalpur

3 Khairpur ...
TorAL

2,74,000 (Lahore sheds and Calcutta sheds)

77,000 (Lahore sheds 19,000 tons) ...
{Storage bins 58,000 tons)

60,000 (Lahore sheds 30,000 tons) ...
(Storage bins 30,000 tons)

10,000 (Lahore sheds and pucca godowns)
19,000 (Lahore sheds and pucca godowns)
30,000 (half coverect sheds) e

3,000 (Lahore sheds and pucca godowns)

10,000 (Lahore sheds and pucca godowns)

{50,00) fo: reservas of salt.
75,000 < 15,000 for reserves of sugar.
{.10,000 for elevators,at Chittagong.
(45,000
70.000 1\15,000 for reserves of sugar.
10,000 for grain elevators at Lyallpur: extension
(existing 4,000 tons-elevator).

24,500 20,000

4,500 for reserves of sugar.
3,000 (far reserves of sugat).
2,000 (for reserves of sugar).

28,000 8,000 for reserves of sugar,
20,000 for grain elevators.

32,000 30,000
2,000 for reserves of sugar.
5,500 5,000

500 for reserves of sugar.

4,83,000

2,40,000

&
¢
o

(Souree : Ministry of Foed and Agriculture).



APPENDIX No. 14.

Memorandum by Mr: Mugzzgmuddin Hosam an the estahlishment. 6f;thikhqlqsh.i Banks:
- in East Bengal.

1. The Bengal Agricultural Débtors Act and the Bengal ,MOT}QYTLenders Act have Disappear-
dealt a death blow to the professional motiey lenders of Bengal who, used to Jend money ?nn:geof
to the agriculturists ‘at ‘exorbifant rates ‘of ‘Intérest. The disappearance of such money- Tondors.
lenders is no doubt a boon to the country, but it must be admitfed that a country of,
petty agriculturists whose average area per family is only 3.35 acres as it is in East
Bengal, cannot get on without facilities 'fo,r, seasonal loans on easy ferms for carrying on
agricultural operations. It is unfortunate that though the professional money-lenders

ave disappeared, no attempt has so far been made to establish agrienltural banks in
tural areas for financing the dgriculturists at times of need- Far from any new banks
growing up for helping the agriculturists even the co-operative credit societies which
hitherto used to cater to the needs of the agriculturists have appreciably contracted
their fields of activities and most of such societies are now in moribund conditions.
The co-operative credit societies have been always finding great difficulty in realising
the overdue loans from the debtor-memberg as most of them are holders of uneconomic
areas of land and could not make any savings to pay their overdue loans. There is
thus no hope of co-operative credit societies ever successfully solving the agricultural
finance problem of East Bengal. The resources now left to-the agriculturists for rais-
ing money for meeting agricultural needs are (i) either by mortgaging portion of their
land in complete usufructuary mortgage or (ii) by selling portions of their holdings.
People who have some money in hand prefer outright purchase to usufruct-
uary mortgage although a usufructuary mortgagee ordinarily makes an
annual profit of 50 per cent. on the money invested and the debtor gets
satisfaction of loan annually at the rate of 1/15 only. It is estimated that transfer by
usufructuary mortgage is only 1/10 of that by sale deeds. There can be no doubt that
the vast majority of the agriculturists failing to secure money by offering land in
usufructuary mortgage, have recourse to sale. At least 4/5 of the sales could be pre-

. vented if money could be made available for agriculturists on usufructuary mortgage
basis.

2. In a typical Thana of 50,000 population and 100 square miles in area it has becn Sale deeds
found that in normal years lands worth Rs. 4 lakhs are transferred by registered sale and usufruc-
deeds and an average sum of Rs. 40,000 is taken as loan by registering complete usu- tuary mort-
fructuary mortgage deeds per year. If sales go on at this rate, the small agriculturists 825
who comprise not less than 70 per cent. of the agriculturists of East Bengal will be

entirely wiped out and lands will accumulate in the hands of bigger agriculturists or
non-agriculturists. ’

3. It is, therefore, suggested that the problem of agricultural finance may be solved Usufructuary
satisfactorily if usufructuary mortgage which is commonly known as khaikhalashi, is land mort-
popularised in the country, by establishing usufructuary Land Mortgage Banks (io be &age Banks.
called Khaikhglashi Banks) throughout the rural areas. Such banks will find no
difficulty in realising their dues as these will be automatically realised every year from
the produce of the mortgaged land. The land given in usufructuary mortgage to the
Bank, could be let out in borga* to the mortgager as is ordinarily done in khaikhalashi
transactions, but if the mortgager does nét play his part and daes not give the antici-
gated borga crops, the lands can be taken away from him and let out on
orga to some other ab'e-bodied cultivators. There is. thus no chance of
Banks dues falling in arrears except in years of agricultural calamity for which neces-
sary allowance may tge made in calculating the programme of realisation. In a tvpirsl
Thana of Kishoreganj Sub-Division of Mymensingh District, it is found that ordinarily
a plot of land producing Rs. 150 worth of crops is let out at Rs. 150 in usyfructuarv
mortgage for 15 years. The value of net produce excluding the borgadar’s half will

be Rs. 75 from such a plot. On calculation it is found that the entire lpan together
with profit of the financing bank, cost of collection and establishment charges can be
éasily recovered within 3 years. "

%

*‘Borga’ is a system under which a farmer culti s lan :
Jield-shoom e ks ‘ cultivates land owned by another person
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4. According to the terms of contract the mortgager’s debt will decrease by 1|15 or
Rs. 10 only per yeat,’in:the concrete case’undei*consideration so ‘that the entire debt of
Rs. 150 will be fully satisfied after 15 years:whehn the land will revert to the mortgager
free from debts. But if the debtor wants to take back the land before expiry or 1b
years, he has to pay the balance of the loan-money after deducting Rs. 10 for each year
of possession by thé mortgagee. In such transactions the mortgagee’s position also
is’ absolutely safe, both in respect of tHe principal and profit. Even if the land is
returned to mortga'ger affer 1, 2 or 3 years enjoyment by thg mortgagee, the former
will have to pay thé latter Rs. 140, Rs. 130 or Rs. 120 respectively, and the mortgagee’s
total recovery including the usufruct of the land ‘will be Rs. 215 (140-+75), Rs. 280 (130
75+ 75) or Rs. 345 (120 75 + 75 + 75), respectively. There is thus no chance of any loss
even if the land is taken back just after 1'year’s possession unless there be total failure
of crops in that year.: There is no possibility of any mortgaged land being taken back in
any: year of substantial~failure of corps as‘the debtor cannot possibly secure money in
such year for getting release of the mortgaged land. The mortgagee’s position is thus
absolutely safe under all circumstances.

5. The Banks suggested are proposed to be established with the monev secured
from the Pakistan National Bank or some other Government-sponsored Bank. It is
hoped that money w:ll pe available from sucn bank at 64% pront per year. Besides,
the profit payable at 61% to the parent bank, 334% of the annual income from the net pro-
duce of the land will be deducted every year for the cost of establishment and reserved
fund of the Khaikhalashi Bank, besides another 33% for contributions to a charity
fund. Over and above this, another 124% of the annual profit will be deducted for
meeting the cost of special staff to be appointed by the Bank for management of the
mortgaged lands. It will be seen that even after making all these deductions, ordinarily
the Bank’s dues will be fully recovered at the end of the 3rd year when a small balance
will be available for credit to the account of the debtor in the case cited above. At the
end of the 8th year as much as Rs. 319(3{10 will be the Bank balance to the credit of the
debtor afier clearance of all liabilities.

6. If another 2 years be taken as margin for partial failure of crops, it can be reason- *
ably expected that after 10 years an amount equivalént to twice the amount taken as
loan by the debtor will accumulate to the credit of the debtor in the Bank. It will be
perhaps better if -after clearance of Bank’s dues, a further 123% of the profit is deduct-
ed for credit to a Cattle Insurance Fund and another 6}% for credit to an Agricultural
Calamity Insurance Fund and monies accumulated in these funds are separately in-
vested in khaikhalashi transactions. If this is done, large amounts of money are sure
to accumulate to the credit of the insurance funds for substantial help for replacement
of disabled or dead cattle or for tiding over agricultural calamities, and this will enable
Government to reduce substantially its allotment for cattle loan and agricultural
loan in their annual budget. If the suggested deductions for the insurance funds be
made the aggregate deduction for insurance will be Rs. 14[1]- from an annual income of
Rs. 75- and so the net credit to the debtor’s accounts from 4th year onward will be
Rs. 4614|- (60]15{- minus Rs. 14[1]-) per year, instead of Rs. 60|15|- and the total amount
to the credit of the debtor at the end of 8 years or, to be on the safe side, 10 years will
be Rs. 202[10|- instead of Rs. 319/3[10. Seasonal loans may be given from the ‘balance,
up to half the amount of the balance on condition of repayment with an additional
amount of 61% just after the reaping of the next crop. The entire amount after re-
covery may be credited again to the debtor’s account. On failure of repayment, no
further seasonal loan shall ever be given to the defaulting debtor. At the end of 10
years, just at the time of closing the account, shares of the Khaikhalashi Bank up to the
value of the amount originally taken as loan on mortgage deed should be purchased out of
the Bank balance standing to the credit of the debtor and the remainder of the balance
(i.e.. RBs. 52|10-) should be either paid to the debtor as Tebate or kept as deposit in the
Bank if so desired by him. The idea is that the rural bank starting with the money
taken as loan from some Government-sponsored Bank will ultimately, after 10 years
or so, be converted, into a self-financed ‘co-operative bank of the agriculturists, entirely
run with the share-monev and deposits of the agriculturists themselves. Making two
vears_allowance for partial failure of crops, the debtors accounts is expected to be
closed down after 10 years. Even giving a further allowance of another 2 years for
unforeseen agricultural calamitiesof extraordinarv nature-it is almost certain that
there will be no need of keeping any account open for more than an aggregate period
of 12 years. But if due to continuous failure of crops of an unprecedented nature or
steep fall of prices of produce, the programme cannot be kept hp, the Bank will be
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at liberty to retain the land up to.15 years. If the debtor wants to take back the land
any time before the Bank releasing it of its own accord, he will not have any right to
claim 'the money which. would otherwise have been available for credit to his account.
On the contrary, he will have to pay to the Bank any amount left as balance atter
deducting 1]15 of the money, taken as loan for each year of occupation of the land by the
Bank. Under such circumstances there is little chatce of a debtor taking release of the
land before the Bank’s offering release. If the scheme works as indicated, the Bank will
not only clear off the debts of the agriculturists but will succeed in putting the tottering
agriculturists of Fast Bengal on their feet by making savings for them. out of the
produce of their own mortgaged land which will enable theim to tide over all financial
difficulties -incidental to an agriculturist’s life in Bengal and all this will be
possible. through Kkhaikhalashi system ‘of usufructuary mortgage which is per-
missible according to shariat. The taking.and. giving of .interest which is forbidden
in Islam can thus be entirely avoided according to this scheme. To make the“scheme
absolutely free from interest the first loan from the financing bank may be taken on
condition of payment with profit at not more than 25% of the net annual usufruct
instead of at 61% interests. ‘The loan will then ‘be cleared off in 8 yéars and another
2. years. net amount, of "usufruct will go towards profit. According to the usufructuary
‘mortgage deed the bank will still have another 5 yedrs as margin for years of failure
and partial failure of crops. ’
7. It is estimated that the average annual requirement of loans for agriculturists per Average
Thana will be about 2 lakhs of rupees. If one such Khaikhalashi Bank is established annual re-
in each Thana the -aggregate requirement for about 350 Thanas of East Bengal will be Jfrments
Rs. 7 crores. It will be better first to start every Bank with one lakh of rupees only ¥
and then gradually increase the capital. The scheme. may thus be implemented
with Rs. 3% crores and either the State Bank or the National Bank of Pakistan may
finance this amount with an assured return of 63% per year as profit. “The State Bank
can easily raise this money by floating a 5% loan repayable after 12 years.

. 8. The Co-operative Departments can be safely entrusted with the task of esta- Agricultural
blishing these khaikhalashi-credit banks and one such bank can be set up in every Sub- Develop-
- Division as an experimental measure from the next financial year. The Agricultural g’g‘;‘m

‘Development Finance Corporation should take up implementation of the scheme in Corporation.
right earnest. ’ )
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APPENDIX No. 15.
Memorandum by State Bank of Pakistan on thé establishment of Agricultural Banks

g}agggi’fcy 1. A study of credit facilities in Pakistan undertakeh by the State Bank some time

tacilities. ago, clearly revealed their inadequacy in the sphere of agriculture. No estimate can
be made about the total demand for short-term agricultural credit in Pakistan in
exact quantitative terms, But in view of the predominantly agricultural character of
the country’s economy, with the vast majority of population engaged in agricultural
operations and considering also the present unsatisfactory financial status of most of
the farmers, it can be safely concluded that this demand should add up to a substantial
amount. The growing pressure of population on land in Pakistan as well as the influx
of a largb number of destitute farmers, must also have increased the demand for agricul-
tural credit. .

Need for 2. Aside fromh the need for sedsonal credit, the agriculturist also needs long-term

long-term  funds for improvemént, purchase of equipment, cattle, etc. Since there are fo agenciés

funds. for the supply of long-term funds at present. functioning in this country, apart from

taceavi loans by Government, it is impossible to gauge the capital redqtirements of
agriculture, but there is no doubt that it must be substantial.

3. The available sources of supply of both long and short-term credit, have not been

sufficient to cope with the demand. The most widely used source beéfore thé partition

Cosoperativé was thie village money-lénder. The flow of funds from this source has been drastically

C";g;t dove: reduced after the mass migration of non-muslims¢ from West Pakistan. The co-operative

ment. credit movement; apart from the difficilties frotn which it is sufféring, has made

some progress only i Punjab, while its presence is scarcely felt in the other provinces.

Even in the Punjab, it is estithated that co:bperatives are not meeting more than 10 per

cenil. of the rural credit requirements and lhave thus touched only the fringe of the

problem. Commercial banks in Pakistan are not in a position to provide agricultural

finance to the farmers. The Government taccavi loans do help a little, but these,

-apart from their gross insufficieney, are Mot very pépiilar dué to delays in granting of
-advantes, rigidity in realisation and corruptiod anmiongst the subordinate staff.

landbmmt' . 4. Land Mortgage Banks are the only other agency that can be thought of in con-

gage banks. pection with long-term credit to agriculturists. Their number in Pakistan is woefully
small (12 in Punjab and 2 in East Pakistan) and even these are almost solely engaged
eithcﬁr ir. the collection of old advances from members or in voluntary liquidation pro-
ceedings.

Reasons for 5. These banks were initially organized in the Punjab in 1922, on co-operative prin-

their failure. ciples, for the Provincial Co-operative Bank. Long-term advances for periods extending
from 3 to 20 years, were granted on the security of land mortgages. They were expected
to be managed by members as in the case of other co-operative institutions, but were
at the same time the special responsibility of the Assistant Registrars. It is reported
that a number of them did function successfully till this personal supervision was forth-
coming but were involved in serious difficulties as soon as the management was left to
the Boards of Directors. The following reasons have been advanced for the failure
of land mortgage banks : —

(1) The funds, although required for long-term, were not raised through
debentures. This resulted in the use of short-term deposits for long-term
advances, and a consequent shortage of funds.

(2) The directors’ indulgence in loans to themselves and to their relatives
resulted in laxity and fraud.

(3) A number of the banks were started during the boom period when land
values as well as prices were high. Many of the members defaulted on
payment during the depression.

(4) Funds were generally advanced for the liquidation of old debts instead
of for the improvement of land.

(5) The lending rates charged by the banks varied from 5% to 10} per cent.,
which were rather high. )

(6) Delay in granting of loans, in-elasticity in rules governing their grants
inadequacy of amount, demand of high security, rigid realisations and
annuity instalments not well adopted to the repaying capacity of the
borrower, were some. other defects which handicapped the progress of
Mortgage Banks.
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6. With commercial banking ih the urbanh drea brought to a stage when it could Pilot Agri-
meet normal requirements, the State Bank considered it necessary té turn its attention cmal
to the supply of short-term credit facilities in the-rural ateas. With this object in view, )
the State Bank proposed the organisation of Pilot Agricultural Banks, one in West and
the other in East Pakistan, for the supply of short-term credit to agriculturists. It was
proposed that these banks would function purely as conimercial institutions, making
advahces on the security of produce, stored either in the Bank’s warehouses or in the
fields. The intention was that if successful these bahks should ultimately form them-
selves into large rural banks or function a¢ brahches of some of the existing commercial
banks. The scheme was submitted to the-Government ahg1 is under their consideration.

7. Mr. Moazzamuddin Hussain has presented a scheme to the Economit Mr. M.
ppraisal Committee, on the organization of bank§ for the makirg of long as well as ?gsams
‘short-term advances to agriculturists. The detailed functioning of these banks has *'*™¢
been worked out with special reference to conditions dand existing methods of
financing in East Pakistan. But, the idea as such, i.e., the organizati6én .of agricultutal
financing agencies around a local method of financing already familiar #o the people
.of the area, is sound annd may be extended to suit the requiremeéents of the other
_provinces as well. - .

8. Mr. Moazzamuddin Hussain’s schertte is to establish Khaikhalashi Banks in each Khaikhalashi
Thana for the purpose of providing long-term ctredit to small agriculturists on the Banks.
security of land which is given over in usufructudry mortgage to the Bank. It is pro-
posed that the Bank realises all its expenses from the income obtained from the renting
‘of this mortgaged Iand, the land reverting to the borrower at the end of the mortgaged
period. It is further proposed that as the amount accruing to the Banks in the fortn
of rent would be more than what is legitimately chargeable as irterest, the rest could
accumulate to the credit of the borrower with the Bank and could be utilised for granting
short-term funds to agriculturists. oo

‘ 9. The idea of the Khaikhalashi Bank, as outlined above is simple and has the
turther advantage over other schemes of reducing to the minimum the Bank’s risk in the
Erant of long-terim funds to small holders. No doubt, certain obvious difficulties can

e ralsed against the scheme, as, (1) the difficulties involved in dealing with those having
uneconomic holdings, (2) the risk of the borrower mortgaging the remaining portions of
his holding with private money-lenders and (3) the possibility of fraud by the petty offi-
cials of the Bank who will be responsible for obtain ng the Bank’s share of the produce
from mortgaged lands. Most of these difficulties imust be faced by all agricultural banks
and will arise wherever a scheme of rural credit is undertakeh. However, certain basic
precautions must be {aken irn safeguarding thé position of the Bank. Thuis!{ (1) in mak-
ing long-term advances special care must be taken to ensure the purpose¢ for which money
is granted, so that funds are not wasted in unproductive expenditure, (2) in making
advances to those with uneconomic holdings, it should be the objective of the Bank to
provide finance for the purchase of 1and with a view to creating economic holdings. (3)
similarly, the borrowers must be restricted from mortgaging ahy part of their holdings
to other credit imstitution, without the previous approval of the Bank.

10. The scheme prepared by Mr. Moazzamuddin Hussain provides a suitable occa- Land mort-
sion for reviewing the position regarding the organisation of Pilgt Agricultural Banks 828¢ banks.
which has been proposed to the Government by the Staté Bank. The formation of Land
Mortgage Banks with their technique and procedures based as far as possible on tradi-
tional methods would be a distinct improvement upon the idea of Pilot Agricultural
Banks designed for short-term credit only. Land Mortgage Banks would operate o
better security and could be used for providing short as well as long-term credit. Our
examination of the position shows that the idea is not imipracticable, though detailed
erquiries and investigation would be necessary to form concrete schemes and to propose
schemes of legislation.

Sind.

*11. With the exception of co-operative “bahks there are no agencies'in Sind
for the provision of either long or short-term Figénce, There are 2 types of co-operative
banks functiohing at present:.the Taluka Bapks which provide finance mainly-to small
Holders and the Zamitidari Banks, organiséd specially by the large Zamindars.

Taluka Banks. were orgatised by the dmalgamation of village tredit societies, for Taluka
the provision of shart ahd mediurh termed finance to cultivators, paying frorn Rs. 50 Banks.
to Rs. 1,500 per year as land revenue. These banks.-g&ferally chargé from ‘6% Yo 93 pet
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tent. interest on short-term advances  and from 4} to 53 per cent. on medium termed
oaus. Members are entitled to a rebate in interest of 4 per cent. for punctual repay-
nent can be either in cash or in kind;

According to the co-operative law in force in Sind, e(vei'y’ application for member-
ship in banks (both Taluka and Zamindari) must be accompanied by a declaration
specifying the immovable property on which a charge can be created for the dues of the

‘Baank. A member is precluded from alienating ahy part of the property specified in the

declaration. Also, subject to the prior claim of the Crown in respect of land revenue,
the Bank has a first claim on the property specified in the declaration. The amount
advanced by the Banks to any one individual cannot exceed one-third the value of the
land mortgaged. The Bank is also allowed under the said Act to attach the harvested
crop of the borrower in case of default. Apart from taking over the land in mortgage,
the Banks also insist on the execution of an agreement by the borrower to sell either
his total produce or at least so much of it as will cover the amount due, through a co-
operative sale society.

Taluka Banks -have a past record of 95 per cent. repayment in adwvances, ‘due
partly to the special provisions under which they function, the close supervision exer-
cised by the Registrar and to the fact that no further advances are granted to defaulters.
It is not to the interest of the member to default since this would mean that in the next

year credit would be available to him on much less favourable terms or not at all.

The Sind Zamindari Banks function under the same provisions as the ‘Taluka

‘Banks with the one distinction that they provide funds only to zamindars paying Rs. 1,000

or more as land revenue.

There are at present only 16 Taluka Banks and 6 Zamindari Banks functioning
in Sind. As there are 60 Talukas in the Province, there are over 40 Talukas where no-
co-operative, credit facilities are available. Even in the case of those Talukas where
Banks have been organised the funds available with the Banks are not sufficient and
membership is forcibly restricted. In the opinion of the Registrar, a number of agricul-
turists who have a good credit standing cannot be accommodated by the Banks due td
limitation of funds. '

The following reasons have been listed by the Registrar of Sind as being respon-
sible for the retarded growth of the Banks:—

(1) that, budget allotment for the Co-operative Department has been reduced
by 50 per cent. As a consequence, the Registrar does not have the staft
to organise more Banks and supervise them at the initial stages.

(2) that, there is a shortage of trained personnel who may be employed as
Managers of the Banks.

(3) that, only limited funds are available from the Provincial Co-operative
Bank, Sind. According to the Registrar the Provincial Bank obtains
most of its funds in the form of current deposits which cannot be loaned
out for periods of 10 months to a year as needed by the Taluka and
Zamindari Banks.

In our scheme of organising agricultural banks in Sind, we felt we should use
the Taluka and Zamindari Banks. As organjsed under the co-operative law, these banks
enjoy cervain distinct advantages, and therefore constitiite ‘an experiment which could
be pressed forward with advantage provided they aré placed, to the desired extent,
under central supervision ahd control for at least technical purposes. In case of agree-
ment as to control, these banks should become the subject of thorough investigation.
In certain instances, it may be found necessary to train the managers of the existing
banks. IMeans shall have to be found to make more funds of a medium term nature
available. At present the Taluka Banks are not extending long-term advances, this
may be investigated and an experiment in long-term loans undertaken. As experience
is gained in the functioning of existing banks, new banks may be started in the other
Talukas till a net work of such banks have been organised in all the 60 Talukas of Sind
for the provision of finance to both small holders and zamindars. The possibility may
also be considered of making these Taluka and Zamindari Banks scheduled banks. This
would improve their status at the same time making them easily eligible for short-
term advances from the State Bank.
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Punjab.

12. According to a recent detailed study on rural debt made by the BoardRural
of Economic Enquiry, Punjab, the credit needs of the farmers are being met by (1) rela- gﬂa’?"g n
tives, who do not charge interest. It is estimated that 60 per cent. of the credit needs are ' V&%
being currently supplied by relatives; (2) traders and shopkeepers, who provide
around 20 per cent. of rural finance; (3) zamindars and other well-to-do agriculturists
who supply 10 to 15 per cent. of the funda; (4) co-operative credit societies catering to
about 3 per cent. of the needs and (5) the rest being supplied by others, including
money-lenders.

It is the general opjnion of those who are in a position to know the facts, that the Need for
Punjab farmer especially in the Canal Colonies is fairly well off, partly due to increased ?evglopmmt
prices obtained during the last few years and partly as a consequence of contributions "%
from relatives in the army. It is believed that his need ffor short-term credit is consi-
derably reduced. In fact, there is some evidence to the effect that the position has been
reversed with the farmer financing both the traders.and the ginners, by waiting for his
payment, in certain cases, till the goods are despatched and railway receipts obtained.

There is some indication of this same trend, in the fall in demand for funds from co-
operative credit societies since partition.

The need for medium-term and long-term development funds, however, continues Agricultural
to be high (1) Funds are needed, especially by the refugees, for the purchase of work ba‘ﬂ.‘sébf
animals and equipment; (2) for the construction of wells, drajnage and other improve- Punjab.
m.ents on the farm and (3) finally for the purchase of land. This latter need is greater
now since, under the recent legislation occupancy. tenants have been allowed to obtain
ownership rights on the payment of compensation to Zamindars. With this increase in
the number of owner-operators, the demand for developmental funds may be expected
to increase.

Agricultural Banks may be organised in the Punjab with the object of providing
both medium and long-term funds to peasant proprietors. Credit may be provided by
these institution on the security of land mortgage after a personal and detailed investi-

. gation of the character and credit standing of the borrower and perhaps on the surety
of one or two people of known reputation in the neighbourhood. The Bank may secure
its loan further by obtaining a mortgage on the equipment purchased.

Before organizing Agricultural Banks for the Punjab, a detailed survey should
be undertaken on the functioning of Co-operative Land Mortgage Banks in the Province
and the reasons ifor their failure. All possible precautions must be taken to avoid the
mistakes previously committed in the management of these banks.

N.-W.F.pP.

13. According to the Revenue Authorities, agriculturists in the N.-W. F. P. Sourcesof
obtain finance from the following sources : finance in

the province,

1. The Provincial Government through

(a) Revenue Departments.

(b) Department of Agriculture.
2. Co-operative Societies via the Frontier Co-operative Bank.
3. The Premier Sugar Mills and the Takt-Bai-Sugar Mill.
4. Private Money-lenders.
5. Relatives and friends.
6. Dealers and village shopkeepers.

The source of finance depends on the crop cultivated. Thus, the sugar growers
who cultivate around 1/26th of the total cultivated acreage, are dependent for their
finance on the two mills now functioning in the Frontier. (1) The Premier
Sugar Mill, which obtains funds from the National Bank of Pakistan and (2) the Takt-
Bai-Sugar Mill, which gets advances from the Fromtier Co-operative Bank. It is re-
ported that the two mills compete for the raw sugar produced in Mardan and may
therefore, be expected to give favourable terms to the growers, in terms of both pricé
and credit. The growers also have the third alternative of converting sugar-cane
into gur, the demand for which is high. On the above considerations it may be
assumed that the sugar growers of Mardan are not in great need of short-term funds.
Similarly, the fruit growers, who are generally large operators, obtain finance either
directly from the Frontier Co-operative Bank or from fruit dealers. In the rest of the
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cultivated acreage, amounting to around 15 lakhs acres wheat, maize and barley are
grown. Here, the need for short-term finance is greater and loans are obtained from
Muslim money-lenders and shopkeepers, who are known to charge around 50 per cent.
interest. .

.The Frontier Co-operative Bank, which before partition was affiliated to the
Punjab Provincial Co-operative Bank, reorganised itself after the partition amalgamat-
ing all the central co-operative banks into a single institution, functioning through its
branch offices. The number of branches have increased from 7 in 1947 to 10 in 1952.
To a considerable extent this progress has been made in the direction of commercial
banking. At present there are certain districts where there are no commercial banks
and the Frontier Bank serves both members and non-members. As a consequence of
the limited banking facilities available in the Province, the deposits in the Frontier
Bank have a large percentage of commercial deposits. In fact, 70 per cent. of its paid-
up share capital is owned by individuals and 80 per cent. of the loans advanced in 1951
were to private firms and individuals.

The Co-operative Registrar as well as the Managers of the Bank recognise that
co-operative funds are divided away from agriculture, into industry and trade and
that the credit needs of the rural areas remains un-satisfied. Recently the Depart-
ment as well as the Provincial Government have agreed (1) that, more funds should
be directed towards agriculture (2) that the Frontier Co-operative Bank should be
subject to the surpervision, inspection, and control of the State Bank in the same way
was scheduled banks and (3) that the banking staff is poor and requires to be trained.

In view of the above, it is considered that (1) an experienced officer should be
deputed to survey the movement in the Frontier Province and to submit a report on
the progress of the movement (2) that, the State Bank take over the recruitment and
training of the officers of the bank, including suitable refresher courses for others now
in employment (3) that, a plan of operation be drawn up for making advances to
agriculturists, along lines familiar to the people of the province through the existing
branches of the Frontier Bank and (4) finally, that finance be made available, if
necessary on long-term basis and at reasonable-rates of interest, to the Frontier Co-"
operative Bank for the granting of advances to agriculturists. :

Under this approach, the Frontier Co-operative Bank would finction under the
general guidance and supervision of central agency or agencies as an alternative to
organising new banks and duplicating the number of credit agencies serving the rural
people.

14. The Provintial schemes for the organization of agricultural banks briefly out-
lined above, require to be worked out in full detail after investigations of selected
areas. However, there are certain matters of principle to which attention must be
called now.

15. In principle Land Mortgage Banks are intended to provide long-term credit
needs of agriculturists, but it is considered that the banks which' we have proposed
should also be employed to meet short-term credit requirements. This will result in
making the loaning machinery more complicated, since the principles as well as the
procedures governing the two types of advances are distinct. In general, and on prin-
ciple it would be ideal not to combine long and short-term financing in a single insti-
tution. Thus, ordinarily it would be the concern of the co-operative credit societies to
provide short-term funds, while the Agricultural Mortgage Banks confine their activi-
ties to longer-term finance. But as things are, the co-operative movement cannot be
depended upon to rise to the occasion and meet the short-term needs of the borrow-
ers. If short-term funds are not forthcoming from the co-operative banks, the founda-
tions of the Agricultural Banks would be weakened as a consequence, since the bor-
rowers would be forced to turn to other lending agencies and obtain short-termed funds
at exorbitant rates. In these circumstances, insistence on two separate agencies for
short and long-term funds would necessitate the organisation of two separate sets of
banks, which would create difficulties of personnel. A single agency has therefore to
be accepted as it would mean a saving in personnel, lower over-head costs and con-.
venience in dealing, so far as the agriculturist is concerned. These banks would be
in a stronger position in dealing with the borrowers as they would be holding their
land in mortgage. In Bengal it is likely that working under traditional methods of
finance by means of usufructuary mortgage, the banks would be making larger recover-
ies than they would need and surplus funds supplemented by borrowings from other
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agencies could be used for short-term advances. It would be in the interest of the
bank to save its customers from exorbitant rates of interest and to help them to se-
cure the best possible price for their produce. This could be done by meeting all their
legitimate requirements for credit, both short and long-term.

16. All agricultural banks must devote special attention to see that the funds
advanced by them are used for sanctioned purposes only. The mis-use of loaned funds
has been mainly responsible for the failure of Land. Mortgage Banks in the Punjab
and must be guarded against at ail costs. The entire procedure with reference to re-
payment will be considerably simplified if advances are granted in kind rather than
in cash. If this is accepted in principle, then two specific guestions come up for con-
sideration: (1) .that, the Agricultural Banks work in close co-gperation with the De-
partments of Agriculture and the Extension Service Organization (2) that, the agri-
cultural banks have attached warehouses, where ‘the borrowers’ produce is stored on
delivery. Warehouses are also necessary in East Pakistan for the storage of the
Bank’s share of the produce and in West Pakistan to ensure a fair price for the
borrowers.

17. In order to give some assurance of success to this venture into the relatively un-
explored field of rural credit, special legislation will be necessary. In some prov nces
restrictions exist on mortgages of lands which will have to be relaxed in favour of
the proposed banks. In Sind the mortgage of holdings less than 300 acres require the
sanction of Revenue Authorities. This réstriction shall have to be reviewed. We
must also aim at simplification of registering mortgage deeds, the installation of a
speedy recovery machinery in case of default, etc. This will involve a detailed study
of existing legislations and the preparation of new legislation perhaps both at the Pro-
vincial and the Central level, but certainly at the provincial level.

18. It is suggested that Agricultural Banks as proposed in this Paper should be the
responsibility of the Agricultural. Development Finance Corporation. This Corpora-
tion is the logical agency to undertake this scheme since it has been organised for the
purpose of providing finance to'agriculture. It will have an expert staff at the Centre
who will specialise in the problems of agricultural finance and as such will be in a
position to provide the necessary advice and supervision to the bank managers. The
Agricultural Development Finance Corporation has also been made responsible for the
direct import of machinery, fertilisers, etc., from abroad. It will, therefore, be in a
better position to provide these to the agriculturists at reasonable rates. The Corpo-
ration is also to construct (or rent) warehouses in the interior for the' storage of im-
proved seeds, fertilisers, etc. There will, thus, be no difficulty in extending the use of
these to the Agricultural Banks. So far as short-term funds are concerned the State
Bank may be approached, either directly by the Agricultural Banks or jndirectly
through the Regional Office of the Development Corporation.

Proper use
of funds.

Need {or
special
legislation.

The role
Agricultural

Development
Finance

Corporation.

19. The proposal for the organization of Agricultural Banks is based on a genuine Agricultural
need for funds in the rural areas and as such there is every reason for their success. banks.

A certain ‘ hands-off’ attitude has been created on thig subject, due mainly to the fail-
ure of the coroperatives to handle the problem. Howeyer, the failure of the co-opera-
tives is partly the result of theiy own failings and is furthe_r due to the fact that the
people are not sufficiently educated to manage and run these organisations. There is
no reason why well-managed and properly supervised institutions should not succeed.
In many countries Governments have taken charge of the rural credit'machinery and
are running it on profitable lines. This is not only true of prosperous countries such
as U.S.A. but also of Mexico, Egypt and Japan where conditions are not dissimilar to
those in Pakistan and where the scale of operations is alsp small.

20. No spectacular results can be expected from these banks in the first instance.
Their main service will be to collect a considerable amount of useful data needed to
make our plans for opening up the interior for the collection of savings and provision
of credit. We would gather knowledge about the difficulties as well as the opportuni-
ties which lie for any pioneer enterprise of the type in the interior. It will also help
in understanding the attitudes and reactions of the rural people who have to be attract-
ed towards the banks. H these -agricultural banks are proper]ly supervised and run
by enterprising young men with a social outlook they can blaze the trail for others. An
experiment in this direction needs to be made even with the previous knowledge that
the going will be hard and that the project may not prove to be the success we desire
it to be. It should be regarded as an experiment which must be undertaken if a begin-
ning has to be made for the provision of rural credit, and whith may involve some losses
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before techniques and procedures of lending and supervision are finally determined for
the various areas. However, the risk of failure will be reduced to the minimum if the
banks are organised after a detailed study of local conditions, and if their operations are
properly supervised. The chief aim in view should be simplicity in operation since the
institutions are to deal with those who ‘have had little or no previous- contact with
organised credit.

21. The proposal for organising special Agricultural Banks has been made not with
the object that they should compete with the existing co-operative credit institutions.
In fact, the objective is that short-termed, medium-termed and long-termed be ultimately
provided by the co-operative societies. For the time being, however, it is expedient to
organise special institutions, in view of the present limitations of the movement. It is
hoped that the Agricultural Banks will provide a stimulant to the reorganization of the
co-operative banks along new lines of endeavour in the field of rural finance. However,
in those Provinces where the Co-operative Credit Institutions are functioning efficient-
ly and where it is possible to work out a scheme within the co-operative structure,
special agencies need not be set up. The decision as to whether finance should be pro-
vided through the existing co-operative banks or through special banks organised for
this purpose, may be made in terms of the following criteria ;

(1) The past record of the co-operative banks.

(2) Whether these banks enjoy special privileges which give them an
advantage over ordinary banks in regard to security for the loans given.

(3) Whether the Provincial Government and the Co-operative Department
agree to Central control.

22. The Taluka banks in Sind, as they function today, satisfy the first two provi-
sions of our criteria. Thus, their past record of repayment has been quoted as 95 per-
cent. Their success in obtaining punctual repayments is due partly to the special legis-
lative provisions under which they function, which give them substantial advantage over
ordinary banks. The issue of control has, however, not been settled yet.

23. Co-operative banks in East Pakistan have been running at a loss for a number |
of years and are in the process of being reorganised into multi-purpose societies. At
this stage, when the reorganisation has not'as yet been completed, it would be unwise to
depend upon them completely.

24. Co-operative Credit Institutions in East Pakistan have been granted certain,
special rights in the collection of dues:

(1) They have a-prior claim on member produce after land revenue and rent
has been paid.

(2) In the case of land mortgage banks, the mortgager is restricted from
transferring or creating a charge on the ‘equity of redemption ’.

(3) A mortgage executed in favour of a Co-operative Land Mortgage Bank
shall have priority over any claim of the Provincial Government arising
from a loan under the Land Improvement Loans Act.

(4) In case of default on payment to the Bank, the Registrar has the right
to recover such sum by distraint and sale of not more than half the
produce of the mortgaged land.

Inspite of the favouring legislation, the land mortgage banks in East Pakistan
failed to prosper. In view of this and since Mr. Moazzamuddin Hussain’s plan has been
worked out around local financing practices familiar to the people, it is recommended
that Khaikhalashi Banks be organized as separate entities. It may be noted, however,
that the scheme itself envisages the gradual conversion of these banks into co-operatives.

25. In the Punjab, co-operative funds are being diverted from agriculture into
industry and trade. This is due to the generally poor repayment record of the agricul-
turists. The special land mortgage banks, which were organized for the granting of long-
term funds also fared badly and are in the process of liquidation. Co-operative Credit
Institutions, in general, in the Punjab, do not operate under any special advantages as
compared to other credit agencies. Thus, in common with other banks they are preclud-
ed from contracting complete mortgages. In view of this and considering the present
administrative set up of the movement in the Punjab, it is proposed that special Agricul-
tural Banks be organized in the province, equipped with special legislative provisions

s¢ tar as mortgaging of land is concerned.
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26. The Frontier Co-operative Bank, which has béen in existence since 1948, is orga- In N.W.F.P.
nized on a unitary basis with ten branches, scattered over six districts. If the Provin-
cial Government agree to State Bank control it might be found possible to work through
the Frontier Co-operative Bank which is running efficiently. Supervision will be great-
kv simplified through the head office of the Bank. It will, however, be necessary to
enact special legislation to empower the Bank to contract complete mortgage with
members. ..

27. In conclusion, it should be emphasised that the subject of rural credit is beset Conclusion.

with all kinds of impediments and difficulties. Our schemes must be preceded by de-
tailed investigations and surveys on the spot and should be put into force on an ex-
perimental basis. Special care should be taken to make the experiment under as favour-
able conditions as can be found and created in the matter of clientele, staffing, super-
vision and control. We must be ready to face upsets and disappointments and to modify
our plans as. difficulties appear and unforeseen conditions are met with, It is going
to be an uphill task but a great prize awaits the pioneers who will persevere and ulti-
mately discover the techniques which will work.
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« APPENDIX No. 16.

Statement of Industrial Policy.
Introductory.

For some time now, the Government of Pakistan have had under consideration
the various issues connected with the planning of industrial development in Pakistan
and the formulation of industrial policy calculated to ensure the building up of a sound
and healthy economy. They have examined, in particular, the recommendations of
the Pakistan Industries Conference held in Karachi from the 13th to 17th December,
1947, at which all the Provinces and States of Pakistan were represented. The
Government of Pakistan consider it to be in public interest now to announce the
conclusions reached by them on various aspects of industrial policy, and thereby
enable private enterprise to play its part in the industrial development of the country.

2. Featlures of Pakistan economy.

Pakistan is essentially an agricultural country, the bulk of whose people live
and work in villages. Technical and technological institutions, research and analy-
tical laboratories, and credit and service agencies, which one normally associates with
an industrially developed country, have yet to be organised.

The most striking feature of Pakistan’s present economy is the marked contrast
between its swvast natural resources and its extreme industrial backwardness. A
country producing nearly 75 pper cent. of the world’s production of jute does not
possess a single jute mill. There is an annual production of over 15 lac bales of good
quality cotton, but very few textile mills to utilise it. There is an abundant pro-
duction of hides and skins, wool, sugarcane and tobacco—to name a few of the
important products, Pakistan’s considerable resources in minerals, petroleum and
power remain as yet untapped. In laying down any policy of industrialisation,
note has to be taken of these deficiencies and handicaps, and a concerted effort made
to overcome them.

3. Aims and objectives.

These might be defined very broadly as an improvement in the standard of
living of the people brought about by harnessing, to the maximum extent possible,
the forces and treasures of nature in the service of the people by providing gainful
and legitimate employment and by assuring freedom from want, equality of opportu-
nity, dignity of labour and a more equitable distribution of wealth. Free play will
be given to private enterprise and individual initiative, subject to the conditions
mentioned hereafter. In framing their policy Government have been guided by the
experience of other countries and their anxiety has been to avoid the evils which
have attended industrial growth elsewhere.

4. In view of the predominantly rural economy of Pakistan, initial emphasis
must perforce rest upon the reconstructions and development of agriculture and of indus-
tries based upon or connected with it; and on the promotion of medium, small and
cottage industries. But the development of large scale industries essential to the
security of State, or its general prosperity, will also receive the utmost attention and
encouragement. Pakistan would ‘therefore seek, in ‘the first place, to manufacture
in its own territories the products of its raw materials, in particular jute, cotton, hides
and skins, etc., for which there is an assured market whether at home or abroad.
At the same time, to meet the requirements of the home market, efforts will be made
to develop consumer-goods industries for which Pakistan is at present dependent on
outside sources. Some of the heavy industries might have to come at a later stage
of the industrial programme, but no opportunity would be lost to develop any heavy
industry which is considered essential for the speedy achievement of a strong and
balanced economy.

5. Planning,

In order to ensure the industrial development of Pakistan on sound lines, it is
necessary that such development should be carried out according to a well defined
and integrated plan. In preparing such a plan, due account will be taken of the re-
sources and requirements of the country as a whole. These conditions can best be
Sﬁtis(f:iedtif the task of planning becomes, in a large measure, the responsibility of
the Centre.
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6. Role of Centre and Provinces in industrial- planning and development.

. Under the Government of India Act, 1935, the development of industries is a
Provincial subject, but it is open to the Centre to declare by law that the develop-
Jment of certain industries under Central Control is expedient in the public interest.

— Th's arrangement is inherently defective and is illsuited to the special require-
ments of an industrially underdeveloped State such as Pakistan. Industrial develop-
ment is so bound up with fiscal policy that the two must be closely integrated. Then,
again, the location of industry is, in these days, determined by requirements of balan-
ced regional development and strategic considerations. The Centre is in a better
position to judge these matters than the Provinces. Central control is also necessary
to facilitate procurement and ensure equitable allocation among Provinces and States
of Machinery and raw materials in short supply.

For these and other reasons, it is proposed, in consultation with provinces to
transfer “ development of industries” from the Provincial Legislative List to the Con-
current Legislative List.

Similar considerations apply to regulation of mines and oilfields and develop-
ment of minerals which are now within the Provincial sphere of activity. Provinces
have already agreed, as an ad interim measure, to refer to the Central Government
all cases in which extens.ons are asked for or new mining concessions sought. The
Centre now proposes to formally take over, in consultation with the Provinces, power
to regulate mines and oilfields and their development.

7. This does not mean that the Centre will assume exclusive jurisdiction in
the matter of industrial planning. In fact, in accordance with the recommendations
of the Pakistan Industries Conference it is proposed, for the present, to limit Central
planning mainly to the 27 industries listed in the Annexure. Provinces would be
closely associated with the Centre in the task of preparing the plans, and, except for
industries owned or operated by the Central Government the implementation of
plans would largely be their responsibility. Central Planning would extend to the
allocation of industrial units to Provinces, the locatian of such units within the
" Province being done in consultation with them. The Centre would assist in the
procurement of capital machinery and plant from abroad and in the procurement
and distribut’on of essential raw materials which are in short supply. The Centre
will gradually build up machinery to ensure maintenance of proper production
standards. It will prefer to exercise a general supervision over industrial develop-
ment to ensure that the pace of progress is according to plan. In the field of techni-
cal education and training, the Centre will cooperate with the Provinces. The Centre
would also assume its share of responsibility in the encouragement of scientific and
industrial regearch and act as a clearing house of information regarding industrial
.experiments and achievements in other countries.

To enable the Centre to discharge it and perform the responsibilities outlined
above, the Government of Pakistan have recently set up a Development Board to
coordinate development plans, Central and Provincial, so that the available resources
are put to the best possible use; to make recommendations regarding priorities
among development plans and to keep watch on the progress of development schemes
in order tc remove bottle-necks and difficulties in the way of uniform progress in all
fields. A Planning Advisory Board has also been established, consisting of represen-
tative of Central Government, the Provincial Government and States, and of special
interests such as industry, trade, banking, labour, etc., to advise Government general-
ly on matters relating to planning and development, to review the progress made in
the implementation of the plans, and to educate the public in regard to the necessity
for various development schemes undertaken by the country. In pursuance of the
" recommendations of the Pakistan Industries Conference, industrial panels and com-
mittees have been established by the Central and Provincial Governments and the -
working out of detailed plans for various industries is in progress. It is hoped that
as a result of the labour of these bodies the first phase of a seven vyears development
plan will emerge.

8. Relation of State to industry.

" The next point for consideration is the relation of the State to industry, in par-
ticular the extend to which industries should be owned by the State and the nature
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ahd degree of Government control over private industry. There is general agree-
ment that monopolies and public utilities are peculiarly suitable for nationalisation.
Mention may be made of such industries as Communication Services, like posts,
telegraphs, telephones, wireless and broadcasting, and Transport Services, like rail-
ways all of which are already State owned and State mamaged. As regards the
three remaining forms of transport—Road, River,K and Air-—Government have already
announced their policy with regard to Civil Aviation. In so far as road transport is
concerned, many Provincial Governments have nationalised sections of such trans-
port and propose nationalising the rest in due course. As regards river services,
Government propose to leave them to private enterprise for the present, the question
of their nationalisation being examined in the course of time. With regard to other’
industries, Pakistan Government propose that for the present the following should be
owned and operated by the State :—

(i) Arms and Munitions of war ;
(ii) Generation of hydel-powers; and

(iii) Manufacture of railway wagons, telephones, telegraph and wireless
apparatus.

The Government of Pakistan must, however, reserve their right to take over
or participate in any other industry vital to the security or economic well-being of the
State. Government might find it necessary, in the national interest, in ‘the event of
private capital not forthcoming in adequate measure for the development of any
particular industry of national importance, to set up a limited number of standard
units more as a means of attracting private enterprise than for any other object.

9. An indication has already been given of the extent of Government control
over industries which will remain privately owned. Government will be responsible
for fixing of industrial targets, the location of industry and the allocation of materials
in short supply. Government will also ensure that employers of labour maintain
fair labour standards especially in matters of hours of woark, wages, conditions of

work and employment.

10. Assistance to industry.

It is not the desire of the Pakistan Government that their role in industrial
development shou'd be merely negative and regulative. On the positive side, Gov-
ernment would give all reasonable help for the establishment and development of
private industry. Apart from the maintenance of peace and internal security, and
the establishment of stable administration, which are the essential prerequisite of any
economic development, Government will seek to create conditions in which industry
and trade may develop and propsper. Pakistan’s considerable resources of minerals
and mineral oil will be surveyed and energetically exploited. Schemes for develop-
ment of the country’s power resources are being worked out and their implementa-
tion will be accorded the highest priority. Plans for the improvement of the
important ports of Karachi and Chittagong are in hand and steps are being taken
to gear up the transport services to the maximum efficieny. Measures are also
being taken to develop agriculture to increase the production of raw materials re-
quired by industry and to improve their quality. Government are rendering and
will continue to render all assistance necessary for procurement of capital goods and
machinery and essential raw materials from foreign countries, for the development
-of scientific and industrial research and for obtaining facilities for technical education
and training abroad.

Government have already expressed their intention to establish an Industrial
Finance Corporation in order to assist industry. Detailed proposals are being worked
out by a Committee of the Legislature. So far as possible Government will encourage
Pakistan industry by buying its products in preference to products of others.

Provincial and State Governments already do ahd will continue to assist indug-
trialists in the purchase of land required for factory sites and in the provision of
electric power and other services. Some provinces, notably Sind, have undertaken
the development of large Industrial Trading Estates adequately served with com-
munications, power and with factory buildings constructed on the most progressive
lines. Additional facilities would doubtless become available ag a result’ of close
co-operation between the Central, Provincial and Staté Government on the one hand
and private industry on the other.
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11. Tariffs.

It is a well-recognised practice of Governments to protect pew. and recgnt
industries against outside competition. The Government -of Pakistan will, always e
prepared to give favourable consideration to claims for reasonable measure of pro-
tection for industries established in Pakistan. Such claims will be subjected,, to
examination by a Tariff Board, to be appointed as and when required.

12. Taxation.

Despite its stringent budgetary position, the Pakistan Government recognize
that taxation policy should, as far as possible, mitigate the hazards to which new
industrial projects are likely to be subject for some time to come and that a reasqna}ble
opportunity and level of profit should be allowed to those who take part .in the indus-
trial development of the country. Government have récently annourced: the:following
measures of taxation relief to industry :— ) ’ o

Tax concessions are announced every year at, the
time of presentation of Budget, and have been grad-
ually extended. (For latest details, 1952-53, please
see Appendix No. 17).

13. Foreign capital.

Pakistan would welcome foréign capital seeking 1nvestment from a purely
industrial and economic objective and not claiming any special privileges. Participa-
tion of nationals of Pakistan must however be ensured, both in the administrative and
_ technical services manning the industry, and training facilities should ,be provided to
Pakistan nationals by concerns that wish to establish themselves in Pakistan. Where
trading facilities,rather than esablishment of an industry, are desired by foreign firms,
subsidiaries should be registered imm Pakistan. Subject to these conditions, foreign
capital will be welcome so long as opportunities for participation of indigefious capital
are provided and monopolies avoided. Government consider that, in fhe national
interest, nationals of Pakistan should ordinarily be given the option. to subscribe at

Lealst 51 per cent.’of all classes of share capital and debentures in the industries detailed
elow —

(i) Cement,
(ii) Coal,
(iii) ‘Cotton spinning and weaving Mills,
(iv) Fish canning and fish oils, .
(v) Generation of electric power (other than hydrozelectric)
(vi) Glass and ceramics,
(vii) Heavy chemicals and Dye stuff,
(viii) Minerals, -
(ix) Preserved and prepared foods,
(x) Power alcohol,
(xi) Shipbuilding,
(xii) Sugar, and .
(xiii) Tanning and leather.

With regard to other industries, an opportunity should normally be given to
Pakistan nationals to subscribe at least 30 per cent. of all classes.of share capital and
debentures. But in either case, Government are satisfied that the requisite amount
of indigenous capital is not forthcoming, the balance might, with their prior approval,
be subscribed by foreign investors. R
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Apart from these conditions, which are necessary for the safety and political
and economic well-being of the country, industries financed and controlled by national
of other countries are assured of fair and just treatment. Government will allow
facilities for the remittance of a reasonable proportion of profits to countries from
which capital is drawn.

The policy of Government regarding petroleum and petroleum products is under
consideration and will be announced hereafter.

14. General.

Government are fully conscious of the fact that State action alone, however
beneficial or far-reaching it may be, will not usher in an era of intense industrialisation.
Individual initiative and private enterprise must play their part if Pakistan is to
succeed in building up a balanced economy. It is Government’s firm belief that the
policy they have now announced and the measures that will be taken in pursuance of
that policy will help in the process. Government are confident that every section of
the people will, spend its energies and spare no effort to build up a progressive and
prosperous Pakistan which will play a worthy part it the comity of Nations.

ANNEXURE.

List oF INDUSTRIES SUBJECT TO CENTRAL PLANNING.

1. Arms and Munitions of War.

2. Cement.

3. Coal.

4. Electrical equipment—fans, lamps, motors, generators, transmitters and.
switchgears.

5. Generation of electric power—hydel and thermal.

6. Glass and cerarnics.

7. Heavy chemicals industry—sulphuric acid, caustic soda, soda ash, fertilizers.

8. Heavy engineering industries for construction of aircraft, ships, locomo-

tives, wagons, automobiles, agricultural machinery.

9. High temperature and high pressure reaction and carbonisation plants.
10. Iron and steel.

11. Machine tools.

12. Manufacture of telephones, telegraphs and wireless apparatus.
13. Marine fisheries.

14. Mineral industries.

15. Non-ferrous metals and alloys industry.

16. Paper and pulp.

17. Petroleum and mineral oils.

18. Power and industrial alcohol.

19. Pharmaceuticals and drugs.

20. Preserved and prepared foods.

21. Rubber manufacture.

22. Scientific instruments, gauges and precision tools.

23. Sugar.

24. Salt.

25. Tanning and leather.

26. Textiles—cotton, woollen, jute, silk and rayon.
27. Tobacco.
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Supplementary Statement of Industrial Policy.

Since the publication of the Pakistan Statement of Industrial Policy on 2nd April,
1948, a number of requests for clarification have been received, namely in connection with
the principles laid down for participation of foreign capital. It is hoped that the follow-
ing statement will provide the required elucidation.

2. The minimum percentage of indigenous capital prescribed for certain industries
does not apply to existing units nor to any transfer of an established business, nor to
foreign companies which start subsidiaries in Pakistan and engage solely in trading
activities and not in industry. If, however, a trading company established in Pakistan
wishes to expand its activities and undertake industrial production the appropriate
association of indigenous capital in the additional issue will be required.

Private limited companies are on the same footing as public companies in regard
to participation of indigenous capital.

3 The Statement of Industrial Policy made it clear .that if *Government were
satisfied that the requisite amount of indigenous capital is not forthcoming, the balance
might, with their approval, be subscribed by foreign investors. In amplification of this it
is desired to state that the intention is to give such decisions quickly and liberally where
it is clear that Pakistan capital has had every opportunity to subscribe and has failed to
do so. Equally liberal treatment will be accorded in cases of extension of existing
companies.

4. Government undertook in the statement of Industrial Policy to allow facilities
for the remittance of a reasonable proportion of profits to countries from which capital is
drawn. Some uncertainty has been expressed as to the interpretation of ‘reasonable
proportion of profits.” The intention is to place no restriction on such remittances other
than those of general application arising from foreign exchange limitations and policy
to which such remittances are subject every where.

5. Finally, cases have come to notice where direction and control which would
naturally accrue to Pakistanis from their share in the capital of a business is diverted
by a managing agency agreement which secures control to the foreign element in the
"business. If the vbject of such control is the maintenance of the quality of a product,
and of standards of raw materials, Government would be prepared to condone this
diversion and to let the managing agencies continue for such terms as Company Law
permits provided always that these managing agencies work to the primary objective of
creating Pakistani administrative and executive control of the industry “during the next
ten years.
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APPENDIX No. 17
Taxation and other concessions to industries

(fiscal 1952-53)

Exemption 1. In respect of initial share capital (also share-capital subsequently issued)

for invest-  taken up in an approved public company incorporated in Pakistan and formed for the

ment. purpose of engaging in an findustrial undertaking, the investor (not being a company)
is given a tax concession which takes the form of exemption from both income-tax and
super-tax on the amount of share-capital subscribed by him, subject to a maximum
af 10% of his tota% income.

..  ¢.Income from buildings constructed between 1st April 1951 and 31st March
1953 is.exempt from.tax for two years from the date of completion.
ervf m‘é‘js' 3. Profits of a new industrial undertaking set up or commenced in Pakistan
takings  after the Partition (14th August 1947) are exempt from income-tax and super-tax to
) the extent of 5% of the capital invested. The concession is available from 1948-49
assessment for 8 years up to 3lst March 1956 but is restricted to five consecutive
assessments. Distribution to shareholders from profits so exempted are also.exempt
1In‘ the hands of shareholders.

v « Nov business profit tax is payable by' such undertakings in r‘esp'ect of'any
«chargeable ‘accounting period which falls after 31st March 1951.

?ePreda' 4. Depreciation in respect of plant and machinery installed between 1st April
ton. 1948 and 31st March 1953 is allowed at double the normal rate. This concession is
admissible for five years.

An extra allowance is given at 50% of the normal rate for double shift working,
proportionate to the number of days during which double and triple shift are
worked.

Special 5. In addition to normal depreciation allowance at prescribed rates, a special

depreciation. jnitia] -depreciation allowance is allowed -at 20% in the case 'of machinery and plant
installed, provided that such machinery or plant has not been previously used in
Pakistan.

Similarly a special depreciation allowance is given in the first year, gt the rate
of 15% on build‘ngs erected between 1st April 1946 and 31st March 1953 and at 10%
on other buildings.

Redqulon of 6. Expenditure on the training of Pakistanis abroad under an approved scheme
assessivle  js allowed as a deduction from assessible profits.
mcome.

Note :—Income from business is computed after deducting revenue expenditure such as rent; expenditure on
repairs ; bad debts; interest on borrowed capital ; insurance ; depreciation ; bonuses or commission ;
expenditure on scientific research: contributions to recognised provident and superannuation funds
and any other expenditure which is not of a capital or personal nature provided that such expen-
diture is laid out or expended wholly and exclusively for the purpose of business.

Carry for- 7. Losses are allowed to be carried forward for s'x years. They can be set off

l‘gggs of against incomes from the same business, in subsequent years.

Import 8. No import duty is levied on capital goods and on industrial raw materials such

duties. as pig iron ; old iron and steel ; iron alloys commonly used for steel making ; iron and steel
ingots ; blooms, billets and slabs ; cement ; coal and coke ; pitch and tar; plumbago and
graphite ; chrome compounds and carbon black. Import duties have been abolished on
steamers, launches, boats and barges. The duties have been reduced on several items
including art silk yarn, aluminium bars and blocks, lead, zinc and iron oxide, etc.

Import 9. Until August 1952, all items of plant and ‘machinery and most industrial

licensings.  raw material were on O.G.L. It is the policy of the Government to allow imports of
such items as freely as possible.

26



10. No sales tax is levied on capital goods imported for initial installation.

11. (a) No tax is levied on monies brought from abroad.

(b) Relief is granted on,income taxed in Pakistan as well as in Ceylon, Aden,
Kenya, Tanganyika, Uganda, Zanzibar, Gold Coast, Nigeria, Sierra Leone, Gambia
and Maur:tius. An agreement for the avoidance of double taxation between India
and Pakistan was concluded in December 1947. Agreements for the avoidance of
double taxation between Pakistan and the United Kingdom as also between Pakistan
and the United States of America are under consideration.

(c) Foreign Companies are allowed to remit their profits without any restrictions
except those of general application arising from foreign exchange limitations.

(Source: C. B. R)
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APPENDIX No. 18

List of manufacturmg establishments by Province and Industry (as on_31st
) December 1951)

Karachi;

Indtis‘try._ Pakjstan, N.W. Punjab Sind Balu-« Fedéral  .East
F.P. _ chistan  Capital  Bengal
Area
TotAL .. ... " 1,525 23 622 261 180 182 419
1 —F0o0oD MANUFACTURING EXCEPT BEVERAGES , 387 4 i 50 106 5 “16 206
1. Wheat Millin 38 1 16 6 3 12
2. Rice Mxllmg 209 . 31 94 2 82
3. Biscuit making gmcludmg bakerles and con- 10 . 6 4
fectiqnaries). , . .
4, Fruit and Vegetable Processmg 2 1 1
5. Sugar . 12 2 1 9
6. Tea Manufacturmg . 115 1 114
7. Edible nuts processing and dal ‘manufac- 1 . 1
turing.
{.—BEVERAGES 4 2 1 1
1. Distilleries & Brewerics 4 2 1 1
JI—ToBACco 3 1 2
V.—TEXTILES 404 1 184 129 8 82
1. Cotton Textiles (Spinning & Weavmg) 28 1 8 1 5 13
2. Woollen Textiles e 3 2 . . 1
3. Jute Textiles .. 1 1
4. Textile dyemg, bleachmg and other pro- 9 9 .
cessing.
5. Cotton Ginning & Pressing 299 164 127 3 5
6. Silk and artificial silk ... 2 1 1 ..
7. Jute Pressing 62 . 62
V.—WEAVING APPAREL AND OTHER MADE UP TEX- 16 4 2 10
TILE GOODS.
1. Hosiery and other knitted goods 15 3 2 10
2. Clothing & Tailoring ... 1 1 2
VI.—WooD PRODUCT INCLUDING FURNITURE 16 1 12
1. Saw Milling .. . 13 1 9 3
2. Woodware mcludmg Furmture manufac- 3 3
turing.
VII.—PRINTING, PUBLISHING AND OTHER ALLIED 78 4 42 19 13
INDUSTRIES.
VIII.—LEATHER AND LEATHER PRODUCTS INCLUD- 13 2 4 2 2 3
ING FOOTWEAR.
1. Tanning 8 2 3 1 2
2. Footwear and leather manufacturmg 5 1 1 . 2 1
IX.—RuBBER PRrRODUCTS 6 3 1 2
~—MANUFACTURE OF CHEMICALS AND CHEMICAL 96 1 47 4 1 21 22
PrRODUCTS.
1. Vegetable oil seeds crushing and extrac- 67 33 4 16 14
ture and processing of vegetable oils.
2. Paints & Varnishes 3 3
3. Chemicals including drugs & pharm 17 10 1 5 1
4. Matches es 8 1 7
5. Turpentine and Rosin 1 1
6. Arms, ammunitions and exploswes -

o8



APPENDIX No. 18 —contd.

3

ED' ELSEWHERE

i | Karachi
N. W. Balu- Federal East
Industry Pakistan Punjab Sind chistjan Czpital Bengal
¢ rea v
- A:,; A3 g (l 1} 1
XI:—PETROLEUM PRODUCTS ... o 2 1 1
XH ~—NON-METALLIC MINERAL PRODUCTS EXCEPT 26 - 7 2 9 7
" PRODUCTS OF PETROLEUM AND: COAL
1. Cement ... ; 5 2 1 . 1 1
*2. Glass and Glassware ..." 8 1 1 1, .5
3. Ceramics ... 3 2 - 1
b, Humepipe and other cement and concfete 6. 2 3
products.
:5. Bricks, tile, lime and surkhi manufac- 4 4
turing.
;XIII.—BASIC METAL PrODUCTS ¢ =58 43 l% 3
1. Aluminjum, Copper and brass all products 40 ¢ 32 5 '3
from Ore ismelting to mattufacturing.
2. TIton.and Steel smelting -. 18 11 7 "
XIV.—MACHINERY. 215 153 6 1 33 51
1. Sewing Machine 1 1 -
¢ "2, Blectric lamps 2 1 1 !
3. Electric Fans 4 . 4 o
4. General Engineering aiid Electrical Engin- 207 146 6 1 32 ‘21
eering.
5. Textile machinery and accessories 1 1
XV.—TraNsPORT EQUIPMENT 80 28 6 5 12 22
1. Automobiles and Coach Building 29 16 4
2 Ship Buildihg and Ship chalrs 11 6
3. Ruilway Workshops, repair shbps and 34 11 5 5 10
. locomotive shops.
4. Aircraft assemblmg repalrs and servic- 3 . 2 1
ing. .
5. Railway Wagon Manufacturing 3 i 1 i
XVL—ELECTRICITY GENERATION AND TRANS- 38 13 3 4 4 13
FORMATION, o i
XVII.—MISCELLANEOUS ;fNDUSTRIEs NOT INCEUD-, 83 40 2 2 29 10

39
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APPENDIX No. 19.
Indigenous productive capacity in certain industries

Note—The industries mentioned in Chapter V (Section 5) are not included here, They are jute textiles, cotton textiles, woollen textiles, paper and cardboard, sugar, cement,
heavy chemicals (includipg caustic soda, chiorine, D.D.T. and fertilizers) and engineering industry (P.1.D.C. schemes).

Estimated annual

. Actual production Productive capacity requirements
Serial Name of industry No. of Remarks
No. manufac- i .
turers Quantity Value Quantity Value Quantity Value
1 2 3 4 5 6 7 8 9 10
i Rs. Rs. Rs.
1. Small arms for sports 40 n.a. 3,00,000 n.a. 5,00,000 n.a. 30,00,000
(1952)

(Single barrel and double barrel shot
guns, revolvers, etc.)

2. Electricalequipment, appliances andgood:.

(i) Electrical accessories and domestic Cottage n.a. 3,00,000 n.a. 5,00,000 n.a. 40,00,000
appliances e.g., switches, lamp hold- industry (1951-52)
ers, cutouts, plugs, sockets,. lamp .
brackets, water heaters, electric iron,
etc.

(i) Electric lamps 2 15,00,000 30,00,000 n.a. 20,00,000 n.a. _ Capacity exceeds internal

general general fequirements. Messrs. Hyesons
: service service Co. are the main manufac-
lamps lamps turers,
. (1952) (one shift)
(a) Electric fans (ceiling and table) ... 6 20,000 15,80,000 30,000 n.a. n.a. n.a.
(1952) .

(b) Flectrical industrial switch gear ... 1 n.a. 5,00,000 ‘n.a. 5,00,000 n.a. 7,50,000  *T. C. has given some conces-

sions.

(¢) Electrical equipment other than bare na. n.a. 2,00,000 n.a. 5,00,000 n.a, 50,00,000 A large scheme for produc-
transmission cablés, e.g., bare copper (bare wires (bare wires tion of cgbles . and wire is
wires: only). only). under consideration.

3. Machine tools, precision tools, gauges
and workshop eqi:ipment.

Lathes, drills, shaper, planing machines, 7 99 n.a. 300 30,00,000 n.a. 1,00,00,000 TLathes are available for ex-
grinders, etc. lathes lathes (lathes (but of port, Case of protection with

(1952) only). lathes T.C.
+ only
20,00,000)
4. Iron and Steel
(i) Smelting n.a. n.a. n.a. n.a. n.a. n.a. n.a. Sec footnotet.
(i) Melting 2 10,000 n.a. 25,000 n.a. n.a. n.a.
tons tons

*T. C. stands for Tariff Commission. . - - . \

... TOn the recommendation of U. S. Steel Mission, a number of schemes have been drawn up including (@) Two 50-ton basic open hearth furnaces with blooming and blllgt
mills (capacity 60,000 tons), (5) 14” cross country type bar mills (capacity 60,000 tons), (c) Three, two-highhand sheet mills (capacity 40,000 tofis), («7:Three 10 tons electric
furnaces (capacity 12,000 tons), (=) Wire mills (capacity 5,4C0 tons), (f) Hand bar mill (capacity 30,000 tons), (g) Fabrication plant (capacity 4C0 tons), (#) Revamping and
t‘xtxogser[tl‘singsgf existing rolling mills, (/) Low temperature reduction plant for iron ore (capacity 1,000 tons per day). For implementation taken up by P.I.D.C., please see Chapter

ection 5). |
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APPENDIX No. 19—contd.

1 2 3 4 5 6 7 + 8 . 9 10
Rs. Rs. Rs. . .
@iif) Rolling 32 out of 20,000 n.a. 1,00,000 n.a. n.a n.a. Two firms are installing
which 20 to tons capacity of 15,000 & 6,000 tons
generally 40,000 (one shift) per year.
remain idle. tons.
(iv) Iron and steel foundries (casting) 150 small 40,000 n.a. n.a n.a n.a 2,00,00,000
and medium tons
size. non-ferrous
5,000
. tons.
5. Heavy Engineering*
(a) General Machinery .
(i) Centrifugal pumps 4 n.a. 1,00,000 n.a. 3,00,000 n.a 15,00,000
e (1951-52)
(ii) Oil expellers and crushers ... 5 n.a. n.a. n.a, 50,00,000 na 10,00,000
(b) Agriculture Machinery— E
(i) Persian wheels, chaff edge n.a. 2,00,000 n.a, 15,00,000 n.a. 15,00,000
Cottage tools, chaff cutters, :
ploughs Industry, etc, R .
(éf) Prime movers (oil engines) ... 70 1,680 80,000 90,000 1,80,00,000 87,000 1,74,00,000 Case for protection of oil
engines or B.H.P. ’ B.H.P. (1951-52) engines with T.C.
40,000 (1951)
(1951). .
(#if) Structurals 5 n.a, n.a. n.d. 1,50,00,000 n.a. 3,00,00,000
(iv) Motor Car assembly plants ... 1 n.a. n.a. na. na. n.a. n.a, One plant set by Ford Mot~
ors, Another being sét up by
General Motors. (middle of
1953). -
6., Non-ferrous metals—
(@) Smelting, refining and rolling. 33 n.a 10,00,000 n.a. 20,00,000 n.a. 2,00,00,000 ;
(b) Fabricated products utensils, brass 94 n.a. n.a. n.a. 20,00,000 na. 10,00,000 Some quantities exported to
water fittings, etc. ’ (brass.water Ceylon, Turkey, Iraq and
fittings) Egypt. Exports can be de-
o veloped further.
7. Scientific and mathematical Instruments—
Geometry boxes e 1 n.a. 5,00,000 n.a. 5,00,600 n.a. 10,00,000
8. Rubber indyustry—
(1) Vacuum brake hose pipe ... 1 na. n.a. 1,600/1,500 na. n.a. n.a.
hose pipes
of stand-
ard length
per day,
(2) Cab and perambulator tyres ... 3 n.a. n.a. n.a. n.a. n.a n.a.

(3) Rubber, surgical and sports goods—
Anema tubes; syringes, hot
water bottles, ice bags, surgi-
cal gloves, dropper caps,
football bladders, hedle grip
of hdckey stick, rubber toys,
ete.




APPENDIX No. 19—contd.

4

1 2 . 3 4 5 6 7 8 9 10
_ Rs. Rs. Rs. ~ Rs. N
@) Cycle tubes 3 n.a. n.a. 9,80,000 n.a. 10,00,000 n.a. These articles would be avail-
(one shift) able for export. Production of
Cycle tyres ... n.a. n.a. n.a. 7,50,000 na, 6,00,000 n.a. motor tyres and tubes is likely to

commence during 1953,
9, Light engineering industries—

(}) Grinding wheels (from 14" 1 40 tons 6,00,000 100 tons n.a. 40 tons 6,00,000 Protection granted by T. C.
to 24” diameter). annual, annual.
(if) Hurricane lanterns . 4 n.a. 10,00,000 n.a., 20,00,000 n.a 10,00,000 Productive capacity exists for
. . . . .. exports. Protection granted by
Xiii) Jerricanes 2 n.a. n.a. na. n.a. n.a. Ha. T.C.
(iv) Sewing machines 1 n.a. 10,00,000 n.a. 15,00,000 n.a. 50,00,000
(v) Tin containers na. n.a. na. n.a. n.a. n.a. n. a. Drums and Containers required
) ¥ * by oilmills, biscuit factories
etc., are being produced in
large numbers, Thé biggest
factory is m:itel Box. Co.

(vi) Wire gauge and wire netting. ... 1 na. 5,00,000 n.a. 5,00,000 n.a.

(vii) Locks and padlocks n.a. n.a. n.a. n.a. n.a. n.a. Artlsans have _migrated jhto

' Pakistan from- ‘Aligarh ‘which
N was the home of lock industry.
A Productive  capacity is avail-

able for export.

(viii) Sheet metal products tubs, n.a. n.a. n.a. n.a. n.a. n.a. n.a. THere. are large rumbers of manu-
buckets, milk cans, ice facturers “mostly -of- : coﬁage
box, etc. . } scdle. Productive capaélty

. ’ T T available for export. : .
(ix) Steelsafe and furniture n.a. n.a. 6,00,000 n.a. n.a. n.a. 2,50,000 N
{x)>Cycle components na. M.a. na. f.a. fac« “na. " na, - Indigenous production is suffi-
cient to meet internal require-
. . . . ments.

(xi) Pistons and piston rings for n.a. n.a. n.a. n.a. n.a. ‘n.a. n.Aa. ‘Indigenoiis chpacity is sufficient
.. automobiles and engines. ’ to mzet ordinary reqmrements.
(xii) Sanitary fittings and flushing n.a. na. n.a. na. 30,00,000 n.a. 20,00,000 Considerable capacity exists but

cisterns. ’ . imported goods are cheaper.
10. Plastic industry— Case for protection is with T.C.
Pen holders, buttons, combs, bangles, 29 n.a. n.a. n.a. n.a, n.a. n.a. Case for protection is with T.C.

electrical sw1tches etc. Demand for plastic goods is

considerable. But major difficulty
is supply of moulding powder.

11. Timber industry ... . ... n.a. 92,55,782 Jha. n.a. haa. na. na. A plywood factory at Rawal-
cft. pindi is in view. Furniture
packing cases and other simpler
. wooden goods are all produced
12, Edible oils, hydrogenated or otherwise. n.a. Edible n.a. Edible oil n.a. (@) oils n.a. 1°§f‘rlllcye Partition 19 additional
‘ ’1331200 1}%%200 2 5tOOOO mills have been established.
ons AR .
Hydrogenated Hydro- 2 t%?lmand is still not fully satis
13,000 genated Mustard )
tons. 18,500 50,000
tOns: tons.
other edjble
oils
2,00,000
totis
(b) Hydro-
- genatéd
25,000

. tons.
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1 2 3 4 5 6 7 8 9 10 °
— o
Rs. Rs. Rs.
13. Glass and Ceramics—
(1) Glass hollow wares 13 7,200 n.a 15,000 n.a. 20,000 n.a. A number -of concerns have
tons tons tons ‘been established sincé the partl-
tion. Two large plants (¢
(2) Glass sheet na nil n.a nil n.a. 70,00,000 na tons a day) of holtow glass-
* sq. ft. ware have been set up in
) ) Karachi and Chxttagong
QB) B‘ang es n.a. 1;200 n.a. 2,500 n.a. . 2,500 n.a.
VoY Gl ’ tohs tons tong, )
(4) Ceramics: Heavy clayware re- n.a. 5,200 n.a. 8,000 n.a. 40,000 n.a.
fractories. tons tons tazs’
(5) Potteries 9 na n.a. n.a na. 500 nA.
s tons
. eavy Chemicals— _A number of-plants have beén
14»' Heavy Chemical; installed already (3,000 tons at
Karachi, 6,000 tons at Lyallpur,
3,090 tons at Rawalpindi and
3 000 tons at'Chittagong). Con-
s‘umptlon depend§iupoh develop-,
ment .of industries- liké.. leather
fertilisér, chemicals; exploswes,
ete: At present = producnve
¢dpacity~ is surplus, and riot fully .
N ultxhs?dw
(a) Sulghunc acid na 680 n.a 3;330 na 1,000 n.a. (600 tons capacity p.a.)
* A i tons (1951) tons tons )
(b) Hydrdchiloric acid na. Negligible n.a. 600 na 350 na. Aclarge. plant ‘set,up in. Karachi
tons p Q. tons p.a. since August 1952 There is a
K ‘ smaller plant at. Rawalpindi.
(¢) Nitrig acid n.a. do. n.a Neglxgxble na. 300 n.a. A. 300-ton _capacity plant will
tons p.a. be: in, production at ~Karachi
2 . shortly.
(d) Sodium bichromate ... n.a. nil n.a. nil n.a 300 n.a A plant with annual capacity
¢ tons p.a. of 600 tons would be in produc-
) 3. B3 tion at Karachi shortly.
(e) Soda ash na, 23,500 n.a 24,000 n.a 24,000 n.a. Productive capacity (I. C. 1.
tons tons p.a. tons p.a. plant at Khewra) is enough
o to meet internal requirements.
(f) Soap and Glycerine— .
() 'Washirig Soap ... n.a. 40,000, n.a. 55,000, ma. 55,000 na.
tons tons-p.a. tons p.a.
(ii) Toilet Soap n.a 200 n.a. 6,300 n.a. 5,000 n.a, Messrs. Sadiq Vegetable and
tons tons N tons H Allied Industries will produce
— - - - - high--grade washing soap and
(i) Glycerine n.a nil n.a. nil n.a n.a. 600 toilet soap and glycerine (250
A . - tons p.a. tons p.a.) in their factory at

Rahimyarkhan,
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1 2 3 4 5 6 7 8 ? 10
Rs. Rs. Rs.
15.  Drugs and Pharmaceuticals— 00
. . 3,000 n.a. 5 na.
(a) Ephedring hydrochloride 30 lsgso n.a lbs. Ibs.
(Oct. - Dec.
*51).
8.000 n.a. 150 n.a
(b) Santorin na 430 na "Ibs. kilos
(1951-52.)
16. Power and industrial alcohol— Two distijlleries working in W.P,
. - 5,50,000 n.a 23,00,000 n.a. 20,00,000 n.a. (Takht Bai and Rawalpmc}i:) and
(i) Industrial alcohol na. »50, .a. LP aallons LP galions. onein E. P. (Darsana). Premicr
LP gallons. g . Sugar Mill ?Mardarg PlS mfltallmg
a. n.a. a plant of 10,000 LP gallons, a
(if) Power alcohol na. na. n.a. na. na n.a da)i) acipacit}:f bacco Co.. Karachi
17, Tobacco: Cigarettes n.a .2,720 n.a .1i2,900 n.a. mil:ii’ggo na. is mairll?;a?espgngfgl?a f%r’ pgzgn:
» dobacco: Cig millions million pa production. It has set up
(1951). p.a. e another factory at Chittagong
(capacity 400 million cigaretteg
per annum). Other smaller
firms are also coming into the
field. Present productive capa-
city is sufficient for interral
requirements except in high class
cigarettes.
Acﬁlant came intg produc:ltié)n
. _ 120 to 125 in ittagong in August 1952
18. Industrial Gases: f2t7(\)7V I%kh lakhocft. (capacity 72 lakhs cft). A
ot w.k. W.P. plant is being installed at Rawal-
123 ga;kh na 72 lakh cft. n.a 20 to 30 n.a. pindi (capacity 126 lakhs cft.)
(a) Oxygen gas na.  cft.(1951). A EP lakh cft. raising  productive capacity in
o E.P. West Pakistan to 468 lakhs cft.
which will be more than internal
requirements, . .
117 lakh n.a 15 to 20 n.a. . A plant came into production
b) Acetylene gas n.a. 17.1 lakh n.a. lakh  cft. in Chittagong in August 1952
®) yieneg (1951). cft. W.P. W.P. 7 to (capacity 22 lakhs cft.),
10 lakh cft.
g%t lgkll;x E.P. A smaller plant is being installed
st at Rawalpindi (capacity 7 lakhs
cft), raising production -n
West Pakistan to 124 lakhs cft.
which would be more than in-
ternal requirements.
n.a. 300 to 350 na. A plant has beer installed at
(¢) Carbon dioxide gas n.a. 3135t?$ n.a 2,¢§§)lopt.ons tons p. a. Hyderabad (capacity 1,800 tons
(1951). ’ W. P.jfor - per-annum).: . -
E. P. not

known.
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1 2 3 4 5 6 7 8 9 10
Rs. Rs. Rs.
19.  Rosin and Turpentine—
(a) Rosin 4 80,000 mds. n.a 1,50,000 mds. n.a. 40,000 mds. n.a. N.-W.F.P. Government  are
setting up a plant to handle
(b) Turpentine na 1,50,000 n.a n.a. n.a. 80,000 n.a. 75,000 maunds of raw rosin per
gallons gallons. year.
20. Paints and varnishes 18 1,756 tons n.a 14,000 n.a. 15,000 n.a. Productive capacity is enough
(1951). tons tons for ordinary paints. A foreign
firm Messrs. Andrew Co. is
setting up a plant for good
R quality paints (capac:ty -2 ,000
tons per annum). :
21. @) C. C.blocks 8 n.a. n.a n.a. n.a n.a. n.a Capacity is sufficient  to ‘meet
;s . ' internal requirements. Most of
(ii) Prefabricated houses 1 na n.a. 1to2 na. na na the production is on' cbttags
. houses per scale.
. day
22. R, C. C. pipes 7 10 lakh n.a. 211akh na. 211akh n.a. Productive capacity s -sniti-
running ft. running ft. running ft. cient for internal requirements
(1950-51) of ordinary pipes. A plant for
high pressure pipes is bzing im-
ported from Australla under
: Colombo Plan aid.
23; Enamel-ware 7 n.a. n.a, 1,000 tons n.a 550 tons . n.a. The capacity is not fully utilised,
3 . e < p.a. p.a. B - )
24% Sodium silicate manufactures 14 = 14,000 n.a. 50,000 n.a 14,000 n.a. The capacity is far in excess of
¢ tons tons tons i internal requirements.
25: Matches 4 " na n.a 26,00,000 n.a 50,00,000 ‘n.a. Two large factories at3Katachi
. gross gross e (capacity 45 lakh gross” boxes),
~xes bpxes sand Khulna have recenily”gone
- dnto production- There are 7
“smaller tézcitones “operating on
i s cottage sdale. Productive capa-
26. Leather Industries— city is expected fo'rise soon to
: . (I , meet full® requifements.  ‘Case
(@) Footwear industry n.a n.a. n.a ,na. n.a 2,10,09,:)00: na.-. for protecti (fnqlslthh s
pair
] . . . , Th fi dust;
(f) Requirements of canvas and n.a. Sufficient n.a Surplus n.a 54,00,000 n.a. appﬁotféget l;)yr l((:2%1};31(-:1lmot!l Slg
rubber shoes. 4 pairs ‘ dustries is 20 mechanised
(b) Tapning indust. ! tanneries for sole leather. and
anming inaustry— 315 for~ upper’ leather w;(t)h ]prﬁ;
. . ) ucti acity of 190.:la
(©) Upper leather na. 72,00,000 na 1,2500000 n.a. 2,05,00,000 n.a. Ibs. and 158 lakh sq. ft. res-
sq. ft. sq. ft sq. ft pectively.
(by mech.
o units)
(i) Sole leather na 83,00,000 n.a. 1,50,00,000 n.a 2,36,00,000 n.a.
1bs. (by 1bs. Ibs.
mechanised
. units).
27.  Art Silk Industry 47 55 lakh na. n.a n.a. n.a. n.a. A total of 736 powerlooms is
yards. in production.

(Source: Ministry of Industries.)



APPENDIX No. 20

List of goods produced in Pakistan the im%oi“t of which is restricted to conserve
foreign exchange, (Sebtember 1952)

I. Lathes.
8. .Grinding wheels,
4. Conduit pipes-B-2|8.
2. Small hand tools,
5. Soda ash.
8. Bulphuric acid.
7. Ephedrine & Salts:
8. Bangles.
9. Electric lamps (bulbs).
10. Standard electric accessories.
11. Ceiling fans.
12. Footwear.
13. Wooden furniture.
14. Cutlery.
15. Hurricane lamps.
16. Aluminium utensils.
17. Locks.
18. Leather.
19. Surgical instruments (metal).
20. Spirits (denatured).
21. Sugar cane crushers and oil engines, ete.
22. Mustard oil.
23. Carbon paper.
24, Jams, jellies, pickles, etc.
25. Fruit julces.
26. Salt.
27. Gur,
28. Mollasses.
29. Tea.
30. Bottled provisions and canned fruit.
31. Vegetable ghee.
32. Cycle tyres & tubes.
33. Rubber soles & heels.
34. Cycle accessories.
35. Worsted yarn.
36. Hand loom cloth.
37. Cigarettes.
38. Hair oil.
39. Laundry soap.
40. Combs, hair clips, etc.
41, Rosin.
42. Buttons.
43. Fireworks.
44, Tvory (manufactured).
45. Umbrellas.
46. Requisites for games and sports.
47. Plastic & leather manufactures.
— (Source; Ministry of C¢
66



APPENDIX No, 21 -

Main objectives of Six-Year Development Plan

T v
W

8, Estimated

Objectives
No. Field expenditure. . | _ Existing position (shows increase-only) —
1 2 , 3 I 4 o ) 5
: ) i
1. AGRICULTURE Rs. 82 crorés ... Crop Area 54 million acres 6 million acres.
* Food Crops* 20 millions tons 6.9 million tons.

"Non-food cash 1.4 million tons.

crops.t
1 Other agricul-
tural commo-

1.9 million tons.

55 million tons.

dities.t
3. TRANSPORT AND
COMMUNICATIONS— Rs. 53 crores. .
(@) Railways Rs. 20 crores ... Locomotives 1.244 170 new engines.

Carriages 4.154 310 new carriages.

Wagons 8.153 1,950 new wagons.

Sleepers 3 miillion sleepers to be

re-placed. Full
repair facilities to be
(b)) Roads Rs. 10 crores ... 63,259 provided on E. B. R.
9,198 miles.
(¢) Ports Rs: 14 crores ... Handling capa-
city of Chitta-
gong 0.6 mil- 3.4 million tons.
lion tons.
Ship repairing Provision of Dry Dock
facilities. at Karachi.
(d) Telecommunications Rs. 9 crorés ... Telephone Ex- 111 55(L)
changes **
Telephones 17,626 30,174
Telegraph 200
Offices. 2,638
Tele-printers ... 60 100
3. FUEL AND POWER Rs. 47 crores .... Hydro-electric 9,600 K.W. 2,07,000 K.W.

Thermal Power 67,030 K. W, 40,300 K.W.

Coal production 0.3 million 0.5 million tons.

tons.
4. INDUSTRY AND MINING... Rs49 crores ... Mechanisation About 30 mines to be
of Mines, . mechanised,

Cotton Textiles 100 rénillion 1,250 million yards.

yds. o

Jute goods ... Nil 130,000 tons per year.

Papet manufac- Nil 30,000 tons per year.

ture,

Other indudtries “ Woollett textilés, heavy
chemicals, fertilisers,
sulphuric acid, soda
ash, soap and gly-
ckrine, leather, vege-
table oil; pglass -and
ceramlits, sugat, etc.

Geologleal sur- A completg survey of

vay the whole cotntry to
be conducted.
5. SOCIAL CAPITAL . Rs:i 29 crores.
(4) Housing ... Rs. 4 crores.
(b) Health & Medi¢al s Rs.4crores ... Rufal Dispens 1,691 600
saries.

Mobile Dispen- 600

saries.

Hospitals 744 120

(Contd. on next page)

67":.

e J



APPENDIX No.- 21—contd.

.

Y R

4 0% 4
SL Objectives
No. Field Estimated expenditure R Existing position (shows increase only),
1 2 3 4 5
(c¢) Education ... ... Rs. 10 crores ... Primary Schools 39,612 4,460
: *» Middle Schools 4,833 4,956
+ High Schools 1,649 1,020
Teacher’s Train- 108 31
ing Schools.
Teacher’s Train- 4 6
ing Colleges.
(d) Technical Training and Poly- Rs. 9 crores Technical training insti-
technics. . tutes and research

laboratories and Scho-
larships for training
abroad.

(¢) Water supply for Karachi ... Rs. 2 crores 25dmillion gallons a
ay.

(Source : Ministry of Economic Affairs.)

*Including cereals, pulses and food, cash crops, viz., oil seeds, vegetables, sugarcane, fruit and tea.

tIncluding jute, tobacco, cotton. .

tIncluding wool, hides and skins, forest products, milk products and fodder. Of the total estimated increase (viz., 55 million
tons), 48 million tons represent fodder, 5 milljon tons forest products and 1:3 million tons milk products.

**Manual and automatic, excluding private branch exchanges.

(L) According to subsequent figures supplied by the Posts and Telegraphs Department.

Six-Year Development Programme of Pakistan (July 1951-—June 1957)

(Below is. reproduced the explanatory text of the Six-Year Plan of Pakistan which was
compiled in September 1950 and published in November 1950). Since then the Pldn
has undergone modification and amplification, and a number of schemes included in it
have been revised.) ’

In Pakistan, the Development Board has so far examined 212 schemes sponsored
by various Provincial Governments and Central Ministries and approved of 111 schemes
of the total value of Rs. 1,125,700,000. This work does not, however, represent an
attempt to plan development nationally. Even a large number of unrelated projects
does not make up a National Plan. No attempt has so far been made to prepare an
integrated plan of “consumption, production, investment, trade and income distribu-
tion in accordance  with social objectives set by bodies representative of the nation.”
The statement of industrial policy has been made and as a result of certain conferences,
targets have been set for various industries. But man does not live on bread alone and
a national plan has to take into account not only the production and distribution of
goods, but also social services and civilising activities. The standard of living of a
people is a composite whole, comprising material, social and cultural amenities. A
proper equilibrium amongst these factors probably determines the fullness of life of
a people. For the formulation of a national plan, it is necessary to state the norms for
the attainment of which the nation must strive. These norms will constitute the
measure of the standard of living which, within a specified time, it is desired to achieve.

Social objective

While almost every one talks these days.-of standard of living, few perhaps
would be able to define the ideal which is attainable within a foreseeable future,
even under the most fdvourable conditions. It is easy enough to aver that the social
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objective of a country should be to ensure a full life for all its citizens, but a full life
itself is impossible to define as its perquisites vary for every race and every elime. The
removal of poverty and want is often a politician’s promise which eludes definition,

for poverty and want are both relative terms, with a diffeyent connotation in every

et of cricumstances. The Indian National Planning Committeg decided, that the
oubling of the present standdrd of living amongst-the people of India, within a pres-
cribed time-limit, say ten years,” was one of the aims of planning. A more rationgl
way of viewing the problems would, perhaps, be to asseSs the development that can
be made on pre-determined lines within a specified period, and, at the end of this
period, to review the change brought by that development in the economic life of the
country and to begin work on the next phase of the plan.

The need for a Development Programme

A greater part of the area now .comprising East Pakistan was included in the
India—Burma—China theatre of the war and suffered not only the damage caused by
the -enemy, but even to a large degree devastation arising from the scorched-earth
policy of the defenders of the land. It is a well-known fact that the great famine
which cost Bengal several million lives and the health of an entire generationh‘was to
a large extent caused by the scorched-earth policy of the Allied armies. When the
war ended, the Allied armies marched away seemingly unconscious of the havoc that
had ‘been wrought in that land by the fact of their occupation. While the economic
rehabilitation of Europe became a major concern of the United States, the rehabilita-
tion of East Pakistan gppears to have interested no one—neither the United States nor
the,United Kingdom.

" India was an important supplier of raw products needed for the war and these
came almost entirely from the area now constituting Pakistan. The prices at which
thg;e commodities were supplied were controlled ruthlessly and bore no ‘relationship
to their value. The producers of these commodities were deprived of the only chance
which came to them in a quarter of a century to build up reserves for the coming
years, when the prices of agricultural products would fall. Nor was this all. In
India, most of the war expenditure was financed by “created” money and as infla-
tion: increased, the value of the small savings of the cultivator diminished. This was
a forced contribution to war, and the burden fell the heaviest on the producers of
basjc commodities, especially as the prices of basic commodities were controlled
severely. There was no increase in the value of these commodities even as prices
enhanced, because they rose in direct proportion to inflation. On the other hand,
the”industrialised countries enjoyed the full advantage of scarcity of goods which has
characterised the post-war period. It is difficult to assess in monetary terms the suffer-
ing imposed on the producers of raw products in Pakistan, but it is evident that it must
be very large indeed. \

No part of the Indian sub-continent suffered so intensely from the direct and
indirect effect of war as the provinces which now constitute Pakistan. These provinces
were essentially agricultural. Eastern Pakistan was a part of the Eastern Front and
suffered from the scorched-egrth policy as well as the economic effects of war.” Its
railway system was reduced to a scrap by the intensive use and lack of repairs during
the period of army occupation. West Pakistan was the granary of the sub-continent
and the land of the warrior classes.” The financial reserves which its people should
have built up were diminished by the fixation of very low prices of food commodities
required for the Allied armies. The value of their reserves was further diminished
by inflation, and by the fact of the prices of manufactured goods rising much more than
the prices of agricultural commodities. In the Western provinces also, the transport
system was reduced to a very low state, because of intensive use of the carriage of
foodgrains and .troops, as the recruitment to the army of the combatant personnel was
largely confined to this area.

Soon after war came Independence. The periods preceding Independence and
that following it make up one of the most gruesome chapters in human history. Wide-
spread communal riots, arson, massacre and unspeakably sadistic cruelties which
occurred during these two vears eclapse the ravages of Changiz Khan hordes into
insignificance. The two peoples who had lived together for several centuries, without
being welded into a nation, decided to part and to seek their own ways of life separa-
tely. The entire economy of the sub-continent was changed and the development plans
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which had been talked of for the five years of war were relegated to the background.
Pakistan set out on its Future without its share of assets, without any developed re-
sources—in fact little but the grim prospect of a long and hard struggle ahead.

The need for development in Pakistan is so patent that one almost assumes it as’
a self-evident truth. In any agricultural country the measure of advancement must

be the production of agricultural commodities per acre. In Pakistan it is one of the
Jlowest as the following table will show :—

TasLe [.—XIELDS OF CROPS

Present yield per acre

Yield per acre in other

Item West Pakistan East Pakistan countries
1bs. 1bs. 1bs.

(1) Wheat 850 Germany (1941) ... 2,200
Italy (1941) 1,350

(2) Rice 890 China ... 1,400
United States 1,450

Egypt ... 2,000

Japan ... 2,300

Italy 3,000

(3) Tobacoo ... 962 United States 1,180
Canada ... 1,133

Argentina 841

(_4.) Cotton 166 (1948-49) Egypt ... 745
205 (highest China 142

1942-43) United States 234

U.S.S.R. 333

(5) Jute 1,240 Expert’s objective is 1,640

The following fable further illustrates the economic backwardness of Pakistan :—

TaBLe II.—STEEL CONSUMPTION

-

Country Per capita consumption ~ Year
(in Ibs.)

Pakistan 3 1949
India e 8 1946
Ceylon 11 1936-39 average
Iran 14 1936-39 average
Turkey 19 1936-39 average
Spain 40 1948
Brazil 46 1946
Argentina 164 1935-39 average
Germany 209 1948
Great Britain ... 594 1948
United States . ’ 855 1946
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Ttem

(1) Cereals

(2) Pulses inc. Gram
(3) Vegetables

(4) Fats and oils

(5) Sugar cane

(6) Fruits
(7) Fish

(8) Milk

(9 Cloth

Country

Pakistan ...
United States
United Kingdom
Belgium

France

Italy
India (undivided)

Country

Pakistan
Japan
India
China
Indonesia
Malaya
Philippines

Hong Kong

Indo-China
Burma ...
Ceylon ...

Siam

TasBLE [II.-FOOD AND CLOTH CONSUMPTION
Consumption per capita standard (1949)

Minimum standard of consump-

FEast Pakistan West Pakistan tion per capita recommended

by experts
330 lbs. p.h. p.a. 368 1bs. p.h. p.a. 365 lbs. p.h. p.a.
0-8 ozs. p.h. p.d. on the whole 3 ozs. p.h. p.d.
1-58 ozs. p.h. p.d. on the whole 6 ozs. p.h. p.d.

12 ozs. p.h. p.d. 54 ozs. p.h. p.d.
(or .3 ozs. p.h. p.d.

on the whole).
On the whole 30 Ibs. p.h. p.a.

15 ozs. p.h. p.d. of all kinds of
fats and oils.

United Kingdom, 112 1bs. p.h.
p.a.

United States, 103 lbs. p.h. p.a.

Japan, 29 Ibs. p.h. p.a.

Australia, 114 lbs. p.h. p.a.

On the whole 2 ozs. p.h. p.d. 3 ozs. p.h. p.d.

-080 ozs. p.h. p.d. 094 ozs. p.h, p.d.  Fish, meat and eggs at 25 ozs.
p.h. p.d. For fish alone say

1 oz. p.h. pd.

1:2 ozs. p.h. p.d. 8 ozs. p.h. p.d. of pure milk.

3-5 ozs. p.h. p.d.
(with lassi, curd,
&c., works out
at 8 ozs. p.h.
p.d.).

As a whole 9 yds.

) 18 yds. per capita.
per capita.

In United States, consumption
46 yds. per capita.

TABLE 1V.—RAILWAYS

Total Miles of lines per Population per
mileage 100 sq. miles of area mile of line
6,982 19 11,863
238,829 69 573
20,080 225 2,233
6,470 54-9 1,250
26,437 12-4 1,585
14,220 11-8 3,023
'43,128 2-3 8,181

TABLE V.—POWER

Available total Capacity in

K. W. capacity K. W. per 1,000
69,074 1:02
8,539,000 10900
1,362,000 4-10
1,332,000 2-88
350,000 3-07
120,000 20-68
108,000 5-53
27,000 41-14
46,000 1-70
30,000 1-76
21,000 304

16,000 0-94
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TaBLE VI..—EDUCATION

Post-war proportion of
university students to

Subject Country entire population
University education ... Pakistan (presumed 1 to 2,206
as in undivided '
India)
Germany 1 to 690
United Kingdom 1 to 837
United States 1to 225
Bisnil ... ... USSR. 1 to 300

TaBLE VII.—HEALTH

Ratio to population in case of—

Doctors " Nurses " Midwives Pharmaceutists
* . Pakistan ... 4or . 11t0°6,000 11043,000 = 1 to 60,000 1 to 4 miltion
United Kingdom * ... «. 110 1,000 1 to 300 1to 618 1 to 3 dactors
(1946) (1946)
United States . Tto 750

»

In undivided India, it was computed that while the income per capita was Rs. 64]-, the
cost of the bare necessities of life, which comprised the following items, was Bs. 71|-:—

¥

;FC)od‘pe'r capita per day : Cereals, 16 ozs. ; Pulses, 3 ozs. ;. Sugar, 2 ozs. ; Vege-
tables, 6 ozs. ; Fruits, 2 ozs. ; Fats and Oils, 1.5 ozs. ; Whole Milk, 8 ozs.

Cloth : 30 yards per capita per yedr.
Housing : 100 square feet per person.

Health : One dispensary per village, general hospitals and maternjty clinics
in towns, specialised institutions for treatment of T.B., etc., and proper
sanitary and water supply arrangements.

Education : Every person of 10 year’s age should be able to read and write,
and also take intelligent interest in private and social life.

This was at prices which ranged in 1939. In Pakistan, the cost of almost the same
standard of life at prices as on 1st July, 1950, would be Rs. 211 and the income per capita
(very roughly calculated) Rs. 215. The Tata. Plan. took as its ideal the doubling of
standard of living in a period of 10-15 years at a cost of Rs. 10,000 crores (100,000 million).
The National Planning Committee, too, set hefore itself the objective of doubling the
standard of living in 10 years.

Though the social objectives of Pakistan have not been defined, it is certain that
they are higher than a mere provision of a standard of living very near, the minimum
requirements of human life. It is, however, realised that viewing the matter realistically,
an expenditure equal to 1|5th to 1|4th of what the Tata Plan contemplated, is beyond the
conceivable capacity of Pakistan. Fortunately the country is self-sufficient (and even
a little surplus) in food. She produces 85 per cent. of the world’s jute and a large
quantity of cotton, hides and skins, wool, etc. There is sufficient potential of hydro-
electric, but withal her economy is entirely agricultural, with the consequent low
standard of living. At present there is no jute mill in Pakistan despjte the fact that
she grows 85 per cent. of world’s jute. Most of her raw cotton is exported as there are
only 277,000 spindles working which can consume about 33,000 tons ‘out of a total pro-
duction of 200,000 tons of cotton. For want of tanneries, the entire progduction of hides
and skins is exported. Out of a potential of 5 million K.W,, the present hydro-electric
generation is only 9,600 K.W. Thé production of coal is only 324,027 tons per year as
the mines are not mechanised and are still worked by archaic methods.

It will be observed that there is poverty—dire, oppressive poverty—in Pakistan in
the midst of a possible plentitude, and one’s mind naturally turns to schemes of economic
development of the country. .

3
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There is a very great deal to be done in every sphere of national life, social ser-
vices, industries, transport, agriculture and the rest. The Government of Pakistan have,
however, decided to follow the good principle that national effort towards social and
economic development must be applied first to fundamentals. The first phase of the
development programme of Pakistan is proposed to be confined generally to “ basic deve-
lopment,” i.e., the development of essential industries and services, e.g., irrigation,
mechamsatlon and modernisation of agriculture. The six year’s programme of develop-
ment which has been formulated by Pakistan and which is now being forwarded to the
Commonwealth Consultative Committee, in accordance with the decision taken in this
behalf at Sydney, envisages a total expenditure of Rs. 2,400 million. It is not a spectacular
programme and the end of the period of its realisation there will apparently be but
little visible change in the standard of living or the pattern of economy, but in fact the
foundation of a sound national economy of the future will have been laid. The estimated
expenditure of Rs. 2,400 million* will be distributed over various sections of development,
as shown in the following table : —

Rs. million
(1) Power 450
(2) Transport (Rallways) 200
(3) Ports ... 140
(4) Roads ... 100
(5) Telecommunication 90
(6) Mines and Surveys 30
(7) Agriculture and Irrigation 820
(8) Industry 480
(9) Water Supply ... 20
(10) Technical Training 70

It is expected that the 1mp1ementat10n of the six years’ development plan will have the
following effects :— - :

(a) Increase in power by 256,000 K.W. -
(b) Increase in area under.cultivation by 6 million acres.
(¢) Increase in production of food crops by 6,855,000 tons.
(d) Increase in production of non-food crops by 55,000,000 tons:
(e) Rehabilitation of Railways :

(i) New engines: 170

(i) New wagons : 1,950.

(iil) New carriages : 310.

(iv). Machinery for workshops: to provide necessary facilities for repairs

and overhauls on E.B.R.
(v) Replacement of sleepers: 3 million.

(f) Development of Chittagong Port: Handling capacity of the port will rise
to 3,960,000 tons per annum.

(9) Geological Survey : A complete geological survey would have been com-
pleted.

(h) Mechanisation and modernisation of coal mines: About thirty mines in
all would be mechanised.

(i) Telecommunications : Number of telephones would increase from 17,526
to 47,800 ; telephone exchanges from 111 to 223 ; telegraph offices from
2,638 to 2,838 ; teleprinters from 4 to 15, etc.

(j) Increase in water supply of Karachi by 25 million gallons a day.
(k) Production of textiles up to 1,350 million yards or 900,000 bales.
(1) Production of paper up to 3,000 tons per annum.

(m) Production of jute manufacturers up to 130,000 tons per annum.

In terms of standard of living, there will be an increase of 30 per cent., but this does
not take into account the effect on the economy of the country of the development of
small-scale and cottage industries (which will continue to be looked after by the Pro-
vincial Governments out of their revenue resources). In a country with predominantly

* Subsequently, Rs. 200 million was added for Education (100), Health (40), Housmg (40)
and water supply at Karachi (20).
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agricultural economy, and that, too, of a rather primitive type, it is essential that the
masses of ryots should be p_rov1c1ec’}‘ w1th secopdary -avocations Ee supplerr;en{ the paltry
;nqome derived from agmculture he precise economic effect of ‘this expend1 %cannoy
ver; be assessed. Nor is 1t possible o evalua,t% ﬁnanmai) the effecis oF e aSJLg
?Opmen Whmh viq 11'take place-as a I;esult f the lan It is essenhal ly a prépara ory

p an—a plan fo enable the gountry to devel op mdu,s rially in future

Power

The first, place in the development plan has_been given tb generation ef Royver,
as it is reglised that without an adequate suppiy of power, the process of 1ndqs’;r1ahsa-
tion musf indeed be very slow, It has been estimated that Piakistar’s powér po‘gentélai
is befween 5 and 6 million K:W., and the first Pakistan Industries Conference W"hlch
met in Pecembet, 1947, recommended a target predyetion of QOO ;00Q K 4 in the co
1ng fiye years. Subsequently; Sir Henry Howard (a Consulting’ Bn 1neer Qf repu e
surveyed the power resources and immediate demands fer ci)ower in Pa 1statn %p esti-
mated that up to 1955 the generation of 200,000 K.'W., would bé necessary. een
decided, in congultation with the Central Engmeermg Authority ang Messrs. Merza,
Rendel, Vatten (Pakistan) to uhdertike a cbuntrywide tr&nsmissiofi of &lectric energy
from the projected generating ‘stations by means of suitdble” ‘glectri¢ grids. These will
eventually join up in two grids, one in the East and the other in the WeSt Pakistan and
supply power at’'the very doorsteps not only of the industrialists but 4lso of other con-
sumers throughdut Pakistan. At present the total installed capacity of the different
power stations in Pakistan (excluding small sets which certain wunits of industries are
using for their own purpose) is 69,074 K.W., distributed as follows :—

KW.
Diesel oee 24,450
Gas e .t 3 56
Hydel B3 o Voo 104700

The major portion of this power is genérated BY old ad 1heﬁiélent diesel and steam
stations, which Hdve ‘Béth in cotititubug operdtion fod'severdl years, without repair
and overhaul due to ever-increasing demangd for e1et;tr1c1ty and hgon-availability of
spare parts durmg the war. The additional load, the ;g i r Wh ch has already
been registered with the appropriate authorities, "al ady $dde s stimates given
by Sir Henry Howard, namely, 200,000 K.W. Tald hd all Tactors m ¢ consideration,
the Government of Paklstan have dec1ded to proceed ih the miatter with extreme
c1r<ggnspectlon and to restrict tl‘ target for he ext ﬁve years to the estimates pre-
pardd’ by Sir Hetity Howard. e 1o owmg de prOJec s h#ve beer taken in hand
already or sufficient progress 'has been made i plahhmg t6 leéd 10 the expectation that
they will be taken up in the very iér fdturg’ <

(1) Extension 6f Malakand Hydro-eleefric Station: Additional production
10,Q0p KW,

(2) Rasul Hydro -electric Project, installed capacity : 22,000 K.W.
(8) Dargdai Hydro-eletiric Station: 15,008 K.W.

(4) Mignwali Hydro-glectric Projeet : 30,000 K.W.

(5) Watsak Hydro: electrit PrOJect‘ GD QDO t6 100,000 KW

(f) Karppfuli Hydro-electrie Projeet: 40,000 KW

Transport (Ruilitdys)

It Iilgs come tp pass ﬂ}llat bthe ggﬁl?}?ysf sti}zuatecll 1(;:_1 the telrrlt'ory now comprising
1s an ave r the brunf both o e ied st gle agajnst Japa the
S Tl faass & Pﬂp“’*

Fionti dlé §1113 Coﬁ in ﬁt fld cg dlhon
f 1 c?\k*ed ridepe ﬂ t ? é ér}cha
s ystem ow ane é§t {}71 Beki %s; c

umBe‘f of thetfé-fauge ?ocdrhotiv‘e hd“&agshs fot Iie o};ﬁé 1h
;'aq, ad fo carry almest the entire military traffic caused by ;he All}ed ae’;iv1ty in that
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region, with the result that the system almost suceumbed to that pressure, for which
it was neither planned nor prepared. By the time victory was won the entire East
Bengal Railway had been worn down to a very low condition. Unfortuflately, by 'tha
tertns of Partition, Pakistan had to take ever the Baihgay at its book valye, notwith-
standing its actual condition. e ! b

In Wegt Pakisjan the North-Westerrnn Rdjliyay had similarly Borne its shars of
the effects of uf;r. 'ﬁae railway sét’ aﬁa‘r‘fl 4 &dntideribla’ ér‘ﬁm& of fts' workshop—ut
that time perhaps the most efficient workshop off the- sub=cbhtinent:ifor ?h‘e iise of tHe
Army; for manufacturing War materials, - THIS railwdsy huy 416 1o earsy Targe milithry
traffic; serving ag it did (apd does) an aied inhak;i':c d" by martial rites whieh have,
through the ages, Sup’pliéc? the largést portiofi ‘of ‘the- arty pérsofitlel BH the stB-édn:
tinenf: This area being surplus ih food, Lpé“mﬂwaf had' to eéfry’iaod for thé rést of
India and for the aries spféad over the sub-cofitinéht! When' pbadd ditde and’the
rehabilitation of railways was planned, orders Were placéd for the replhcemiént ¢f
engines and rolling-stock for these railways also, but before they (the engines and the
rolling-stock) arrived, the country was partitioned and the railways in Pakistai were

denieg their share.
Immediately after Indepéndence, ahapchy anfl hagsdtre raged in East Punjab

(Indja) and the North-Western Réiﬁvéy }ja‘d 16 garty the'attire réfuges tralfic it '¥bth
the directions: The refugees taken 't 'Iidia added fo the losyes of the Railway by

causing wanton damage to garriages.

The Provision made in the q,é‘Ve}oprﬁent plan for the rehabilitation 6f railways
comprises the following jtems :— : = R "

New engines 170
New wagbns 1,950
New caffidges ... 310
}‘{?plac‘emenf uf sleepers . 4 3,00};,;500

Also certdin additional machinery for workshops.

While many new rajlway links have been sutveyed and it is recopnised that
many bf them dre of extrg:fr‘;l 1y urgéht necessity, 4 §h“ff1'bf“%’s,.‘ 25 iﬁillion”'tjng;'h&‘s‘ B&eh
provided in the programme for riew cofistrijctiops. P o !

[

Ports

A provision has been made in the devélopmént programitie for developihent of
ports to the extent of Rs. 140 million, out of which nearly Rs. 130 Hiillion ill bé
expended on Chittagong. Throughout the entire period of British rule in India, every
effort was expended on the development of Calcutta. The teeming millions of Eds¥
Pakistan toiled and sweated for bare subpsis ence an ;chgir towns and dwellings were
aflowed to degay, &s the only jpurpose Sdr which' thg fertile plaing of Bast B’dﬁf'gél were
considered to b ‘ea{)j; was 1o 'pidgii% jitte 'for tha jute ‘mills o Cdleutta bt fot being
exported frem Calcutta to countriés of ‘the 'vvo’ffa. hittaddlig, the Port of Bast Bengal,
was negléeted and it was only dufing the waf that Under the stfdss b Jupahéde'threat,
% eamp intg eertajn proriihence. § the time 6t the -e8tAblisHniént " of “Pa istan,
“hiftagotig had' g jetty frontage of abotip 2,300 ft, corhprising fotr‘berths caphbla-vf
aking in four-ships: The jelfles wefé 61d, the &% igment’ Was" worn But ‘4nd’ thE ‘Hain=
enanee werk ha beeii gotnplétely p§§‘1g t&q; 4 éé"thé Allled’ &7thillS ot the Hastetn

. “'He ¢ 5f the Port on'the' Whole wak 'uhfpetkable.” -
- ‘e . B EA H

L
The handling éapacity of  Chittagong  Was Betwaeh 5 ahd 6 millioh Tohs per
annum in kﬁgﬁéfp %,347: Séft',"é work his betn dahie ofi“lt, at°a edst of little over Bs: 10
million, put a very great défgi still i‘etﬁﬁjhi o b daﬁé: It ¥5 o‘be remeMBRred thaf the
port of Chittagohg along sérves Rast-Pakistafi “which hal 3 Q;wlﬁf'éﬁ oF neafly 45
million and which producés ‘Héa¥rly 85 pereenit. 6f' World’s jute, Whieh is entirely ex-
ported  The Consulting Engineers. Messrs. Merz, Rendel, Vattan (Pakistan), have
now completed their plants of development, and during the next five years it is proposed

to speng-a little ever Rs. 130 milliom
The balange of Bs. 10- million j§ requifeq fof & dry docl at Karachi.
78
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National highways

Pakistan has at present 63,259 miles of roads, out of which nearly 50,000 miles
are unmetalled. It is inevitable that an all-round development of the country should
necessitate the opening up or new commun:cations, especially as it is expected that
there will be a very large increase in agricultural production in Pakistan, which will
have to be moved to markets. The various Provincial Governments have submitted
to the Central development authorities schemes for the construction of a little over
9,000 miles of new roads at a cost of Rs. 616,426,000 Most of the expenditure will be
internal. Taking into consideration the necessity of giving proper balance to the
whole plan, the Government of Pakistan are of the opinion that expenditure on roads
should be restricted to Rs. 100 million during the next six years, and a provision for
that amount has been made in the Plan.

Industries

It has been emphasised in some of the preceding chapters that the first six years’
plan of development embodies projects relating principally to basic needs of the
country. While it is essential, from a long-term point of view, to concentrate every
effort on fundamentals, e.qg., Power, Transport, Communications, &c., it also appears
necessary that the immediate needs of the people should not be disregarded entirely.
The provision of sufficient cloth is one of these elementary necessities of human life.
In undividad India, various planning missions which engaged themselves on the task
of preparing development plans for the sub-continent, estimated that the average
requirement of cloth per capita was 30 yards per annum. In Pakistan, at present,
the production of cloth amounts to 500 million yards, including the handloom
production out of the imported yarn. In 1949, 200 million yards of foreign cloth were
imported, thus giving an average consumption of nine yards per capita. This is
obviously inadequate. The first Pakistan Industries Conference reported that during
the next few years we shnuld <et for ourselves a target of 18 yards per capita, or 1,500
million yards in all, for the whole country. To make up the entire shortage even with
the reduced requirement of 18 yards per head, Pakistan requires about 40 textile units
of 25,000 spindles each. Out of this 16 have already been ordered, or are under
construction. Taking account of expenditure in other sections of the Plan, the
Government of Pakistan have reached the conclusion that it will be possible for 24
units to be set up during the next six years. At the end of the period, the productive
capacity of Pakistan will be about 1,350 million yards, thus leaving a shortage of 150
million yards. This will have the effect of reaching our external expenditure by Rs. 300
million.  With the rise in the standard of living, people will no doubt require
larger quantities and better qualities of cloth, for which Pakistan will have to look to
foreign markets.

Jute

Pakistan produces 85 per cent. of the world’s jute, but depends on foreign
countries for the supply of even its own requirements of jute manufactures. As
Pakistan produces bulk of the world’s raw jute, it should be easier for her to develop a
jute manufacturing industry to meet its own demands as well as such portion of
world’s demand as is not already covered by the existing industry, or which may
develop because of the inability of the existing industry to meet the growing demand
on account of increased production of food-grains in the world or on account of
diminution in the production of the existing old and decaying mills. It is necessary
to manufacture jute goods under the most favourable circumstances, so that they may
be produced economically and be able to compete with substitutes. The threat of
substitutes has to-be met effectively, as it is a threat to the entire economy of Pakistan.
The Government of Pakistan has, therefore, decided that jute industry must be
considered as one of the basic industries of Pakistan, and has set a target of 15,000
loomage for the next 10 years. In the development programme for six years, provision
has been made for five jute mills at a cost of Rs. 110 million.

Paper

Along with cotton textiles and jute, the manufacture of paper is regarded as a
basic requirement of Pakictan. There is a very large supply of bamboo in the
Chittagong Hill Tracts of East Pakistan and most of it has been exported so far.
Lately, the Government of Pakistan engaged the services of two foreign consultants,
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both of whom reported .véry favourably on the feasibility of establishing a paper mill
in Chittagong. At present, Pakistan imports nearly 40,000 tohs of paper' a year but
with increased literacy and political consciousness, 4n incredce in consumption is
inevitable. For the time, being, however, it is planned to set up a mill of the capacit
of 100 tons finished paper per day and the expenditure on this mill duririg the period
of the plan is estimated at Rs. 40 million.
Agriculture : "{"‘;

As is Wwell khown, the economy of Pakistan is predominantly agricultural and
out of the population of 80 million, at least 80 per cent. subject on agriculture. In
under-developed countries, particularly where archaic methods and paucity of
fertilisers have exhausted both the soil and the tiller, the introduction of moderny
methods and mechanical equipments is an urgent necessity ; if the standard of living
of the people is to be raised and they are to be convinced that something is being
done to ameliorate the drudgery of existence. Considering the prevalent illiteracy
and poverty in the country, it is hot to be expectéd that the small farmer will be
able to turn to mechanical ways of farming on his own account. He has to be educated
and subsided either directly or indirectly. The Government of Pakistan has, therefore,
decided to:—

(i) establish a central agricultural engineering organisation and workshops
to popularise the use of modern machinery ;

(ii) provide earth-moving machinery ;

(iii) provide fertilisers, batteries of tractors and essential spare parts;
(iv) estdblish modern workshops tapable of overhauling tractors ;
(v) eptablish seed farms;

(vi) subsidise the sale of fertilisers and ultimately to set up a fertiliser
factory.

The pressure on land at present is so severe and the need for rehabilitating the'
several million refugees who have immigrated into Pakistan is so urgent that several
vast tracts of ‘waste ldnd have to be brought under cultivation. For this purpose,
very large irrigation works are necessary and accordingly two such projects have
been taken in hand, and a third is in the offing. These two projects, viz., Thal and
Kotri, will command additional 4.8 million acres. The irrigation works alone wilf
cost Rs. 270 million and colonisation projects Rs. 209 million. The third project is,
in fact, a multi-purpose scheme intended essentially to generate electricity, but it will,
incidentally, bring under irrigation 93,000 acres of land. The cost of this project has
been included under “Power”. Another scheme of colonisation is the one knhown as
“ Abbasia'Colonisation Scheme ” and is intended to bring under irrigation 26,000 acres
of land is estimated to cost Rs. 18 million. ‘

Besides irrigation and mechanisation of agriculture the problem of modernising
agriculture in Pakistan involves the use of improved varieties of seeds and fertilisers
and crop planning. A sum of Rs. 100 million has been provided for seed farms. As
regards fertilisers, we import, at present about 20,000 tons per year at an average c.i.f.
value of Rs. 200. The import price is so high that the use of fertilisers is necessarily
very restricted. The Government of Pakistan has. therefore, planned to set up a
fertiliser factory, capable of producing 80,000 tons per year at a cost of nearly Rs. 50
million. A provision has been made in the development programme for the importation
of fertilisers of the value 6f Rs. 92,5 million during the next years 1951—57. It is
however, projected to establish a fertiliser plant, for which separate provision has been
made and when it is in operation the import of fertilisers will be reduced.

‘ Another irrigation problem which, confronts Pakistan is that of ing.’
H has been estimated that over 2.3 million- acres of arable lahd are nowvi,;}gglog%}cgf;‘
logged in West Pakistan and about 40,000 acres of land get waterlogged yearly. Various
measures have been suggested by experts from time to time to meet this menace and
quite recently Dr. Wilhelm of the United States Department of Reclamation paid a.
visit to Pakistan to study the question. It has been decided that the best method 6f
removing waterlogging is by construction of tube-wells in the area, by which means the
water table can be lowered. A special hydro-electric project, called “Rasul” is under:
construction for this purpose, and as soon as it is ready, a chain of tube-wells will be
constructed. On the whole, a provision of Rs. 124 million has been made in the:
Development Plan for the purpose of removing waterlogging in West Pakisan. '
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Provision has also been made in the Plan for the development of fisheries and
improvemen. of livestock. Pakistan is known to have substantial resources of fisheries,
but very little has been done so far to develop them. Recently, an F.A.O. expert,
Dr. G. L. Kesteven, visited Pakistan, and it is hoped that measures will be taken in the
near future to develop fisheries.

As regards livestock, it may be observedthat cattle. are not only a source of milk
and meat but also the principal source of power for agricultural purposes. Even with
partial mechanisation of agriculture in Pakistan, cattle will continue to play a major
part in agriculture. A sum of Rs. 200 million has been provided in the Plan for
improving cattle wealth of the country and for developing dairy farms.

The overall effects of the measures of irrigation, mechanisation and improved
methods of agriculture briefly will be :—

(a) To bring under cultivation 6 million acres of lahd ;
(b) To increase the total production as follows :(—

Tons
(i) Foodgrains ... 2,550,000
(i) Oil-Seeds 695,000
(iii) Commercial Crops 2,807,400
(iv) Fodder 48,000,000

Making allowance for larger consumption due to increase in population ahd better
standard of living, it is estimated that the exportable surplus at the end of 6 years will
be of the value of Rs. 1,445.5 million, as at prices on 1st July, 1950. '

It will be observed that in our agricultural programme for the next six years a
good deal of ‘emphasis has been laid on oil seeds, pulses and vegetables. This has
been done in order to improve the nutritive value of food of the common man. The
Plan, in this behalf; is based on the objective of providing 2,600 calories per man per
day, as recommended by Dr. W. R. Aykroyd, Director, Nutrition Division, F.A.O.

Telecommunications

. The capacity of the existing telephone system is extremely inadequate for the
requirements of the country, and at almost every station a large number of applica-
tions for new telephone connections is pending and the demand grows daily. The
density of telephones per 100 population in Pakistan is .02 as against—

United States 24.02 United Kingdom 9.03

Canada ... 17.04 Australia 11.09
Argentina 4.00 New Zealand ... 16.05
Denmark 14.08 Norway 12.00
Sweden ... 21.02 France 5.20
Switzerland e 16.03

The present number of trunk circuits between the important exchanges is very
small and cannot deal efficiently with the existing traffic. Only “delayed” service is
given on a‘1‘1 sections in the country and the available channels have not been able to
introduce “on dem_ancll » seg.wce1 on any route. The traffic throughout the country is
increasing progressively and will continue to increase with the devel i
and improvement in living standards. fvelopment In frade

The existing telegraph systems in the country are mostl
l ] y Morse and Baudet. To

a small extent teleprinters are in use. Baudet is now almost
Morse is slow and wasteful. 05t an obsolete system and

The present number of offices in the country where telesraph i ist i
854. For a country with 80 million population, this number igrtgo ssrerfa‘illlceSSoex;%aﬁ

from dernisation it i i . So
interigxl-? ernisation it is necessary to extend the telegram facilities to rural areas in the
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The Government of Pakistan have decided to-extend and modernise telecommuni-
cation services in the country at a cost of Rs. 90 million. Thé following measures are
proposed to be taken :—

(a) To instal new telephone exchanges at 55 places in the country during
6 years.

(b) To extend 66 existing telephone exchanges,
(c) To extend trunk circuits.

(d) To extend telegraph facilities by opening 200 additional offices during the
next 6 years. Additional over-head lines will  be erected from the
nearest existing telegraph offices suitable for working Morse.

(e) In comparatively large offices where telegraph traffic is fairly heavy, the
existing Baudet and Morse systems are propased o be replaced by tele-
printers. It is expected that 100 telepriners will be installed during the
period of the Plan.

(f) With the extension of telegraph service and increase in the telegraph
traffic, suitably to increase the number of existing telegraph circuits on
main routes.

(g) To instal facsimile services between Pakistan and Overseas and within
Pakistan. During the next 5 years the service will be made available
at Karachi, Lahore and Dacca. The equipment at Karachi and at Dacca
will be suitable for operation on radio telephone circuits. The Karachi
terminal will also work on overseas circuits. The equipment at Lahore
will be suitable for operation on landline carrier channels.

(h) A training centre has been established in the Punjab where technical
staff of all categories in the Posts and Telegraph Department receive
theoretical and practical training. It is proposed to establish a testing

laboratory at the centre where operators and equipment will be tested
and standardised.

A provision of Rs. 90 million (for the development of telecommunication ser-
vices in Pakistan) has been made in the Plan.

Coal mines and Geological survey

The annual requirement of coal of Pakistan, at present is estimated to be
1,680,000 tons, out of which local production amounts only to 324,027 tons. Messrs.
Powell Duffryn (Technical Services) Ltd., of London who were engaged recently to
advise the Government of Pakistan have reported that by a mechanisation of these
mines the production will rise to 835,000 tons per year.

A geological survey of Pakistan has not been made so far, and there are reason-
able indications of the existence of considerable quantities of several minerals. In
the Colombo session of the Standing Committee of the Commonwealth Consultative
Committee. Pakistan asked for a geological survey party out of the Commonwealth
Technical Assistance Scheme, and it is hoped that the Commonwealth countries will
be able to provide such a party in the near future. It is essential, for the economic

life of Pakistan, to have a geological survey made at a very early date, and to take in
hand an extension of mining operations. ’

A total provision of Rs. 30 million has been made in the Plan f isa-
tion of mines and an extension of geological operations. an. for the mechanisa

Technical experience

While it is true that Pakistan, like other countries in South ia, i i
technical pe;’sonnel, it' is expected that sufficient skilled staff will be gxsrg’laﬁleslégitt}ﬁ
projects which comprise the Six Years’ Development Programme. There may be
difficulties as far as very senior appointments are concerned, but it is hoped thzg;; the
foreign manufacturers on whom orders will be placed for machinery will be able
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fo send out" experts, -and also ‘toundertake the training of Pakistan nationals in the
Felative work. It may be observed; if this conmection,. that only few of the projects
included in the Plan are new to Pakistan. Even in the matter of paper and jute
manufacture, which are entirely new ventures in Pakistan, there are available, at
present, a number of Pakistanis who "have held important ‘postd in similar enterprises
in India. In regard to agriculture and irrigation projects, it is generally admitted that
Pakistan technicians are very well qualified in the werk. Even if there is an overall
shortage, it is hoped that it will be possible to import experts from the Commonwealth
countries, and in the last extreme from foreign colihtries.

1

Education, Heglth and Housing*

A provision of Rs; 70 million has been made in the Plan for the establishment
of technical institutes, research laboratories, &c. (Rs. 40 million) and grant of scholar-
ships for training abroad in scientific and technical subjects (Rs. 30 million). Consi-
dering the needs of a new country like Pakistan, the provision is indeed very small,
but it is expected that Pakistan wili get considerable technical assistance out of the
Commonwealth Technical Assistance Scheme. Besides, the Provincial Governments
have fairly large programmes of education. The following table shows the extraordi-
nary expenditure which is estimated to be iricurred on Education during the period of
the plan—in addition to the ordinary annual expenditure :—

s Estimated Total Estimated Recurring

Capital Cost Expenditure per
(1951-57) annum after 1956-57
Rs. Rs.
1. Total 96,189,600 166,624,260
2. From Public Funds at a basis of 50 per cent 48,094,800 83,312,130
3. Government Expenditure 48,094,800 83,312,130

Similarly, the Provincial and the Central Governments have large development
programmes for extending Health Services. As this expenditure will be met out of
the ordinary budgets of the Governments concerned, no provision has been made for
this in the six years’ Plan. The extraordinary development expenditure is estimated
at Rs. 39,750,000 Capital (1951-57) and Rs. 35,440,800 recurring per annum after 1956-57.

The estimates for major development works include, as a rule, provision for
houses for labourers and supervisory staff. Besides this, both the Central and the
Provincial Governments have under consideration rather large programmes for the
construction of houses for refugees, and, in fact, the imposition of certain special taxes
for this purpose is under the consideration of the Central Government. It is not
possible, at this stage, to mdicate the amount which will be expended for this purpose,
but it is expected that it will be very considerable:

Administration

The Government of Pakistan have decided that the most expeditious and effec-
tive method of implementing the six years’ Plan is to establish an autonomous admi-
nistrative machinery to be charged specifically with the functions of carrying out the
plan. They have therefore decided to set up an Economic Council which will be res-
ponsivle directly to the Cabinet. Subject to the general overall control of Government,
this Council will be autonomous in every way and will be empowered to make appoint-
ments of consultants, experts and officials and determine the method and 'the agency

by which work is to be done. The details of the administrative machinery are being
worked out at present.

Finance

The estimated expenditure on the entire Plan during the years 1951—57 is Rs.
2,400 million, out of which it is hoped that private enterprise, both local and foreign
will be able to invest Rs. 400 million, thus leaving Rs. 2,000 million to be financed b};
Government. After a4 very careful consideration, the Government of Pakistan have
come to the conclusion that they will be able to finance the entire internal expenditure

* Subsequently, Rs. 200 million was added for Educati (100 i
and water stipply at Karachi (20). on (100), Health (40), Housing (40)
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of Rs. 1,000 million and assistance is therefore needed to the extent of Rs. 1,000 million
to cover externgl- expenditure. It is ohwiobis that ynless:the ewternal-expenditure can
be financed and equipment and machinery imported into the country the plan cannot
be :aken in hand.” There is exceedingly little that can be achieved with internal ex-
penditure alone because for every project a certain amount of machinery is necessary,
to obtein which foreign currencies are needed.

The financial effect of the Plan, as far as can be foreseen at present, will be a
net increase of our external credit by Rs. 800 million per year. It is evident that it
will be extremely easy for Pakistan to service fareign loans eyen if the Commo;}yye_;a.lt}l
assistance to be given for the implementation of the six years” Plan were to take the
form of loans and credits. The increase in the revenue of Government is estimated to
be Rs. 100 million. The increase in the standard of living=i§“ estimated to be 30 pgr ‘dent,

The Government of Pakistan are convinced that timecis the most important
factor in the present situation which confronts not only Pakistan but al] the ountries
in South and South-East Asia. For many centuries religion has heen the only splace
which has reconciled the peoples of the lands to a life of famine, pestilence and disgase,
but even faith is now receding from ‘the hearts of the people and the desperation of
disbelief accentuates the awareness of their poverty and makes them yarn for any
panacea that would cure their many ills—or at least bring them relief of oblivion. In
such times quacks and knaves do flourish, and such periods af human history are
preludes to reyglytions. '

(Source : Ministry of Economic Affairs.)



APPENDIX No. 22

List of Schemes in the Two-Year Priority Programme (March 1951)
(In lakhs of rupees.)

' Estimated

Name of Project : ) cost
I.—TRANSPORT AND COMMUNICATIONS :
(1) Construction of commercial dry dock, Karachi 1,21
.(2) Expansion of ship-repairing facilities in East Pakistan ... 3,00
(3) Formation of a national steamship Corporation 3,00
(4) Purchass of 15 ocean-going steamers 3,00
(5) Establishment of a Mercantxle Marine Academy 30
(6) Purchase of three ‘ convair * aircraft . . " 65
(7) Line stores factory... 10
(8) Telephone factory .. 33
(9) Installation of w1reless transmxtters, wireless receivers and aerial equlpment 50
(10) Installation of high frequency radio equipment for telegraphs and telephonss 68
1I.—FUEL AND POWER :
(11) Thermal station at Karachi additional capacxty ... 30,000 K.W.
Do. Sind ... . ... 20,000 K.W.
Do. Punjab ... ... 25,000 K.W. 12,50
Do. Chittagong ... 20,000 K.w,
Do. Khulna ... ... 10,000 K.w.
Do. Narayanganj ... 20,000 K.W .
III.—INDUSTRY AND MINING :
(12) Wires and cables plant . 80
(13) Cotton textiles—additional 250 000 spmdles et 7,50
(14) Steel melting, re-rolling and fabncatmg mills ... 6,35
(15) Leather and footwear . 50
(16) Cement—two factories 2,00
(17) Jute mills—four of 500 looms each ... 4,50
" (18) Straw-boards, box-boards, etc.,—three factorles 1,05
- (19) Caustic soda 30
(20) Power alcohol vee 20
(21) Pharmaceuticals and chemicals 60
(22) Rubber tyres and tubes ... Cost not
indicated.
(23) Cotton seed oil mills—two plants of 50,000 tons annual capacnty 45
(24) Coal tar distillation pilot plant . . 11
(25) Antimony refining plant 5
(26) Establishment of a pool of dnllmg machmes ... cost not
indicated.
IV.—~AGRICULTURE :
(27) Provision of cold storage for potato seeds—two plants ... 20
(28) Purchase of equipment for animal husbandry ... 66
(29) Purchase of trawlers and launches for fisheries 20

(Source : Ministry of Economic Affairs)
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APPENDIX No. 23

List of Development Schemes approved by the Central-Government.
Note.—This list does not include Provincial schemes which have besen approved for Central Agricultural

Development Grants only. Those schemes are listed in Appendix No. 24.
A. CENTRAL GOVERNMENT

(P—in column 7 means suitable for private enterprise.)

(In lakhs of rupees )

Expenditure Estimated Category
Serial Name of project Total incurred  expenditure  Further of Comments by
No. estimated up to in commitment priority Committee
cost 31-3-52 1952-53
1 2 3 4 5 6 7 8
Industry.
1. Central Testing Laboratory ... 9-10 7:27 n.a. 1-83 A
2. Chatak Cement Factory, 8-00 8-00 Nil Nil Com-
East Bengal (loan). pleted.
3. Woollen mills in N.-W_F.P. 100-00 30-29 50-00 19-71 A
(Bannu) and Baluchistan
(Harnai)—two.
4. Paper mill in East Bengal. 400-00 12615 143-84 130-01 A
5. Coal briquetting plant at 1200 Nil 3-00 9-00 C  The product is
Rawalpindi. expensive and
will not find
ready market.
6. Cotton seed oil extraction 45-00 Nil 30-00 15-00 P Appropriate for
and refining plants. —two. private -enter-
prise.
7. Coal-tar distillation pilot 11-00 Nil 8:00 3-00 C Not started. The
plant. proposed ferti-
liser factory
will produce
coal-tar as by-
. . L broduct.
8. Establishment of antimony 5-00 Nil 250 2:50 A
ore refinery.
9. Cement industry (2 mills) 200-00 Nil 110-00 90-00 A
10. Wires and cables plant 80-00 Nil 40-00 40-00, P f he raw material
- required  will
involve high
foreign expen-
diture. In any
case, private
R enter prise
should be mobi-
lised.

11. Power alcohol 20-00 Nil 12-00 8:00 P Appropriate for
private  enter-
prise.

12. Leather and footwear 50-00 n.a. n.a. 50-00 P

13. Six centres for handloom 81-12 Nil 64-12 17-00

weavers in East and West
Pakistan (Assistance by
Centre).
14. High grade board mill in 90-00
N.-W.F.P. and straw board n.a. 4334 106- 66 A
mill in Punjab. 60- 00
15. Jute mills (6,000 looms) 1671°00 337-00 20000 1134-00 A
16. Cotton textile mills 11, East  1100-00 n.a. n.a. 1100-00 A
Bengal 2, Punjab 6, Sind 2,
N.-W.F.P. 1.
Total 39,42-22 508-71 70680 2726° 71




APPENDIX No. 23—contd.

T > e £
1 \ ; 2 3 4 5 S 6 7 8

Power. ’ ) 3 N

17. Thermal Power Supply 324.70 Nil 92.87 231.83 A,

Scheme, Karachi. ’
(30,000 K.W.)
Total 3470 T Nt 92.87 231.83

Agriculture,

18. Control of _ black-headed 1:05 0-87 Nil Nil  Comple-
cricket. ted.

19. Control of codling moth, etc., 0-41 0-93 Nil Nil . (Spent more than
in the Tribal Area§ of - the "amount
N.-W.F.P. -~ $anctioned.)

.

20. Organisation of scientific 0-21 Nil Nif 021 B Project not
forestry in the Tribal Areas starfed ; not of
of N.-W.F.P. urgént nature.

21. Establishment pf mycological 0-33 Nil n.g. 0-33 B
harbarium in Pakistan.

22. Suryey of medical herbs and 2-64 0-09 0-62 213 A

“ Plaﬂtg and research.

23, Pakistan Animal Husbandry 15-00 3-16 510 6°74 C  Provinces should
Research Ingtitute. ook’ after this

work.

24, Pak-mark wool grading 638 043 n.a 545 A Wil be a per-
sghqme. manant scheme,

25. Creation of Central Soil Con- 17-00 0-50 2:50 14:00 A

N servation Organisation.

26. Construction of silos 110-44 Nil Nil 110-44 A
(40.000 tons).

27. Construction of modern fish 74-00 Nil 36:00 38-00 A
harbour at Karachi. ‘

.28. Village Agricultural Indugfrial 40} 46 Nil 111: 66 290-00 A An  agreement

' evelopment Programme. with T. C. A.

has been execu-
~ ted.

29. Purchase of trawlers and 2000 n.a n.a 20-00 A If orders for pur-

: lau?nc es. chase not placed,

allocation of
priority should
be Category C.

30. equipment for 66° 00 n.a 3-14 62°86 C  Provinces should
ammai husbandry. look after this

work.

31. Construction of storage of 4400 17.40 n.a 26° 60 Port Trust shopld
60,000 tons capacity for ? be miade res-
foodstuffs at Karachi. ponsiile  for

tonsttuction.
Total 75912 23-38 159-02 576-76

Broadcasting.

32. Development of Breadcasting 80-50 2085 n.a 9-65 Comple-
earlier phases. ‘téd.

33. Development of broadcasting 3290 8-Q0 24-00 A
phase 77

Total 112-50 7085 8-00 33:65

g4



APPENDIX No. 23-=¢oritd.

1 2 3 4 5 6 7 8
Health,
34. Fatima Jinnah Medical Col- 25-37 4-31 525 15-51 Com-
lege for Women and pleted.
attached hospital (assis-
tance by the Centre).
35. Bureau of Laboratorics-—Phase 1:06 1:06 Completed  Nil Do.
1I.
36, EfpdnSich of Port Héalth 3:50 3-50 Nil Do. Do,
Départment Chittagong.
37. Grants-in-aid to Holy Family 6°00 600 Po. Do.
Hospital, Rawalpindi. .
38. Pakistan Central Drugs 620 Nil 1-05 515 A
. Laboratory. v
39, Karachi Water Supply 83-00 10-00 40-00 33-00 A
(loan to Sind Govt: for
Hilaya scheme). 1
40. Greater Karachi  Water 700,90 v : iNH»= _-ma. 70000 A The expenditure
Supply Schem.c. ’ on distribution
and  drainage
. should also be
takén fato #t-
.. count.
41. Federal Capital Gredter n.a. 30-00 231-60 n.a A
Karachi Project. o
Total 825-13 54-87 277-90 753-66
Communications.
42, Télephone Factory 64-00 n.a. 14-00 50+00 A
43. Line Store Factory 9-80 052 471 4-57 A
44, High fréquency radio equip- - 89-70 Nil 15-90 73-80 A
ment for telephone and
telegraphs. )
45. Pakistan Mercantile Marine 34-50 200 2-40 30-10 A
Academy.
46. Conmithercial Dry Dock, 121-00 0-40 5-00 116-60 A
Karachi.
47. 'Wirgless transmitters and "87:00 n.a. n.a. 87-00 A
recéiving sets.
48. Rehabilitation df railwdys ... 1637-00 858°00 fh.a. 77900 A
49. Provision of oil storage capa- 6177 922 n.a. 52455 A
city. .
50. Jacobabad—Kashmore line 209-00 n.a. n.a. 20900 B Expenditure
(tonversion into B.G.). . should be
staggered ; and
open ‘liié  con-
$truction basis
adopted to re-
. duce tost.
51. Construction of a B.G. rail- 435-00 n.a. n.a, 435-00 A
way line from Kashmore to
Kot Adu.
52. Construction of Tando Md. '235-48 n.a. n.a, 235-48 A
Khan Moghalbin railway.
53. Construction of M.G. rail- 67-00 n.a. n.a. 67-00 A

way line from Sylhet to
Chattak.




APPENDIX No. 23—contd.

1 2 3 4 5 6 7 8
54. Construction of a B.G. line 48-00 na n.a 48-00 A
from Mardan to Char- ’
sadda. ’
55. Purchase of super-constel- 65-00 n.a n.a. 65-00 A
lation (three).
56. Development of Chittagong -1448:05 251:22 248-80 94803 A In view of the
Port. opening of
Chalna Anchor-
57. Development : of Chalna 75-00 11-50 32-70 30-80 A -age, the project
Anchorage. . should be re-
viewed,
Total 4,687-30 1,132-86 323-51 3,231-93.. ‘
Education.
58. Karachi Polytechnique 40-00 n.a. 800 32-00
GRAND TOTAL 10,690°97  1,790°67 1,576'10  7,586°54
, B.—EAST BENGAL
Agricultyre and Trrigation.
1. Conservation of private 9-56 0-72, 1-91 6:93. A
forests and afforestation (for 1st 5 years
of waste lands. only.)
2. Plant protection in ‘East 175 n.a. 0-35 1-40 A Should be con-
Bengal. sidered as
departmental
' activity.
3. Pilot scheme for the reclama- 7-68 3:60 1-40 2:68 A
tion and colonisation of
waste land blocks in the
district of Dinajpur. .
4. Pilot scheme for the reclama- 22-81 2-00 14-40 6-41 A
tion and colonisation of
waste land areas in Jantia-
pur block in Sylhet District.
5. Development .of Chittagong , 10-00 Nil. n.a. 10-0Q C Not urgent in
hill tracts. ' view of
approval  of
Karnafulli
paper mill
project.
6. Scheme for the establishment 19-78 n.a 4-00 15-78 A
of jute seed multiplication ’ N
farm.
7. Livestock Development farms 54-01 Nil. 32-62 21-39 A The object
.at Katabari. ¢ should be to
improve the lo-
cal cattle breed.
8. Chittagong hill tracts timber 1400 Nil. 1400 Nil. A
extraction scheme,
9. Construction of Daulat Khan 6°59 * Nil. 112 547 A
Bund. .
10, Kachikota bed irrigation. 0-40 0-29 Completed. Nil. Completed.
11. Re-excavation of channel 1-14 0-67 n.a. 0-47 A
from Jhanabad Tasporato ..
river Baravi.
12, Re-excavation of khal from 1-32 812 Completed. Nil. .5., Completed.

Bamunji beel to Bansgati
river in P, S. Jamalpur.
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13. Re-excavation of Eochia and 0-64 0°62 Completed nil  Completed.
Hilmil Khal.

14. Re-excavation of Pakaria 2°20 2'01 Completed Do. Do.
river.

15. Mahesgri beel drainage v 0-66 0-72 Do. Do. Do.

16, Drainage of Sardargari and 0-93 0-69 Do. Do. Do.
other adjoining beels.

17. Re-excavation of Tollola 2:71 2-58 Do. Do. Do.
Khal.

18. Re-excavation of Dokatia 3-16 1-54 Do, Do. Do.
Khal.

19. Re-excavation of Damodar 1:02 1-02 Do. Do. Do.
Khal.

20. Collection of hydrological 165 1-51 n.a 013 A

data of the principal rivers
of East Bengal.

21, Purchase of new dredgers ... 171-00 nil 40-00 131:00 A
22, Survey & designing of Ganges- 44-70 nil 24+ 70 20-00 A  Estimate consi-
Kobodak Scheme in East dered too high,
Bengal. A Thydrological
laboratory on
the lines of
Punjab labora-
tory should be
started in E.
Bengal.
23. Cold storage plans for seed 25-00 nil 12-00 13-00 A
potatoes (three).
Total 402-71 2609 14650 234-66
Power.
24. Nursery electrification scheme 315 nil 0-45 2-70 A
Brahmanbaria.
25. Scheme for the improvement 5-13 nil 1-80 3-33 A
of Chandpur  Electric
Supply Co. :
26. *Khulna Power Station Diesel 60°-00 nil 34-00 26°00 A
(7,000 K.W.)
27. *Siddir-ganj power station 91-00 nil 3400 57-00 A
(Diesel ... 9,000 K.W.)
28 *Siddirganj power station 145-00 nil! 25-00 120-00 A
(Steam ... 20,000 K.W.)
29, *Power supply for Chitiagong 52:00 nil 23-00 29-00 A

(Diesel 4,000 K.W.)
(Steam 15,000 K.W.)

30. *Power supply for Chittagong 120°00 nil 21-00 99- 00 A

(Steam 15,000 K.W.)
31. Karnafulli multi-purpose 207000 nil 20500 1865-00 A
project.
Total ... 254628 344'25  2202-03

*The capacitizs of Thermal Station in East Bengal are understood to have been revised further-as follows &
Siddirganj (30,050 steam & 9,000 diesel), Chittagong (6000 diesel) and Khulna (10,000 diesel).
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Communications.
32. Expansion and modernisa- 117-49 nil 7-00 110-49 A
tion of Govt. dockyard at
Narayanganj.
33. Road development pro- 75500 nil 137-63 6i7:37 A
gramme of East Bengal. . . ]
Total 872:-49 nil 144-63 72786
Housing and Town-planning.

34. Development of Dacca town 143-08. 7152 35°80 37-14 A Expenditure to
be °  reducéd
whefe not al-
ready _incurred
in accérdarce
with  conclu-

. sions  reached
by the Com-
mittee in con-
nection  with
town plannin
scherhes 'o%
Karachi.

35. Development of Chittagong 161-40 34-35 56-25 7488 A

town,
Total 304-48 105-87 92:05 112:02
*GRAND TOTAL 412596 12496 727°43 326775
C—PUNJAB
Agriculture and irrigation.

1. Thali irrigation project 154500 1250-00 62-51 222-49 A

2. Rasul tube-well project 440°06 148°34 104-83 186-86 A

3. Bb]a_m;(banwala-Ravi-Bedian 607+00 603-00 . 36-00 . A

ink.
4. Construction of 15-R distri- 485 2:00 2+00 0+85 A
butary taking off at_ R. D.
4,18,350 right of main line
Upper Jhelum canal.

5. Balloki Sulemafiki link 570-00 91-00 353-00 126-00 A

6. Chubur khana anti-water- 46-15 nil 2359 22456 A

logging pilot project.

7. Taunsa Barrage project 1014-00 0:79 n.a. 1013-21 B (Not yet formally
approved by
the  Economic
Council. Survey
part allotted
category A:)

8. Cold storage plant for seed 9:00 nil 4+00 5:00 A

potatoes.
Total 4236°06 2395-13 585-93 1576-96

*N.B.—Total of columns 4 t0 6 ddes not talty with the total of column 3 because most of the agricultural schemes

were completed at a lesser cost than.was estimated.
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Power.
9. Installation of a 2,500 30-00 1460 10-37 5-03 A
k.w. package set at
shahdara.
10. Interlinking N.-W.F.P, and 87-85 2:84 35-78 49-23 A
Punjab gird system,_ ;

11. Gujranwala  Daska-Sialkot 49-32 nil 21:00 28-32 A

gird extension project.

12.  Rasul Hydel Project 857-37 531-85 9882 226-70 A

 13. Mianwali hydel project 2114-00 nil 210-00 1904-00 A
14. Sialkot electricity under- 5-00 nil 3-00 2-00
taking.

15. Installation of additional 411-30 nil 36:49 374-81 A

steam and diesel power at
Lyallpur.
16. Installation of two second 8304 0°26 33-24 49-54 A
hand 4,000 k.w. generating
sets at Lyallpur.
Total 3637-88 549-55 448-70 263973
Communications.
17. Development of roads 1097-00 366-00 n.a 731-00 B
Total 1097-00 366-00 n.a 731-00
GRAND TOTAL 8960-94 320068 1034-64 494769
i
D.—SIND
Agriculture and Irrigation.
1. Kalri Anti-water logging pilot 32-00 nil 21-00 1100
project.

2. Khairpur &  Shikarpur 46+00 nil 24-00 2200

anti-waterlogging pilot
project.

3. Lower Sind Barrage Project 2400°00 235-00 375:00 179000 Not yet form-
ally approved
by Economic
Council,

4. Machinery for the construc- 19700 £0-00 137-00 nil

tion of essential works in
P.W.D. Sind.
Total « 2675-00 295-00 557-00 1823-00
Power,
5. Power Station, Hyderabad ... 153-00 nil 3000 123-00
Total ote 153-00 nil 30400 ..123:00
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Industry.
6. Karachi Industrial Ttading 10000 "40-00 h.a. 60-00 A
Estate.
7. Sind Industrial Trading 25-00 nil 10-00 15-00 A
Estate, Hyderabad.
Total 125-00 40-00 10-00 - 15-00
Communications.
8. Development of roads 285-00 61-00 47:26 176-74 A
Total 285-00 6100 47-26 176-74
- GRAND TOTAL 3238:00 36900 644-26 2197-42
E—NWFP.
Agriculture and Irrigation.
1. Kheski lift irrigation 18-8% 7-73 7:92 2:44 A
2. Garhi Ismailzai lift frrigation 0-81 b-79 0-02 nil Completed.
3. Irrigation tube wells in Dosha 1-28 0-90 n.a, 0-38  Completed.
Begram.
4. Extension of Mama Khel Jadid 1-60 y 1-36 0-29 nil s
canal,
5. 8Spill weir under Rodi-Kohi 600 n.a: n.a, 6'00 Abandoned.
6. Remodelling of Tarban wab 0-98 0-98 nil nil Completed.
7. Subsidised distribution of 6-00 nil 2:00 4-00 A
ammonium sulphate.
Total 34-76 11-76 10-23 12-82
Pywer.
8. Extension of Malakand hy- 5682 40-00 38-28 n.a. A Geiteration  part
dro-electric project. completed. Fur-
ther expenditure
) on transmission.
9. Dergai hydro-electri¢ projéct 155-50 9550 423+74+ 1728 A
10, 'Warsak hydro-electric project 2210-00 nil 70-00 214000 A
Total 2422+32 135-50 131:00  2157-3%
GRAND TOTAL 2457-08 147'26 161-23 2170-08
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1 2 3 4 5 6 7

F—BALUCHISTAN

Agriculture and Irrigation.

1. Distribution of improved 17-61 n.a. nil Permanent Com-
variéties of wheat seed. scheme, pléted.
2. Establishment of seed milti- 3451 n.a. il 5 8
plication farms at Quetta .
Loralai and Sibi Jadid.
3. Mechanical cultivation schéme 1538 19-00 nil . .
4. Mycological Scheme . 1:-90 1:90 ©oail " v
5. Minor Irrigation Schemes ... 0-97 4-86 nil ' v
6. Control of codlihy moth ... 4-86 nil ” "
7. Horticultural Scheme 6°94 6°94 nil s 5
8. Fruit Experimental Stations 0-99 0-99 nil n '
Quetta,
9. Sub-surface river Breway, 0-57 0-57 nil nil '
Quetta,
10 Karachi Irrigation Scheme ... 2°11 2-11 nil nil »
-11.  Anawle river irrigation ... 8:00 0-31 0-31 738 »
12. Duki water course 0°50 0-48 nil v
13. Zangi Zargi scheme 3+40 4-61 nil .
14. Aanti-fruit pest scheme 4:77 nil 0-84 3-93 A
15. Training of students of veléri- 2-33 nil 0-31 2+20 A
nary science.
16. TImmunigation of sheep 3-21 nil 0-77 2:44 A
against ddthtak.
17, Improveméfit of poultry ift- 212 nil 0 36 1-76 A
dustry.
18, Control of watble fly 2+00 nli 0°48 1-52 A
19. Nari Bolas irrigationh projéct 29-52 nil 10 00 13-53 A
20, Pishif Lota saildba cultivatlon 50 00 nil 38-00 22 00 A
project.
21, Cold storage plant for seed 4+00 nil 4-00 nil A
potdtoes.
Total 174-69 49°68 55-27 60,75
]n'dustry.
22. Improvement of Sharigh Coal 4-60 4-60 nil nil Com-
mines. pleted.
Communications.
23. Construction of roads in Nasir-' 17-00 17-00 nil nil Completed,
abad Sub-Division.
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Health.
24, Anti-malaria organisation ... 1652 6°52 nil Nil Com-
pleted.
25, Zaghamullah water supply ... 3-57 n.a. n.a. 3-57 Aban-
doned.
26, Water Supply for Ustard 0-70 0-70 nil Nil Completed.
27. Improvement o§(channel from 1-78 1-78 il -Nil »s
Thal to Spin Korly.
Total 12-57 9+00 njl 357
GRAND TOTAL 208- 86 80 28 55-27 64-32

(Source : Ministry of Economic Affairs.)

G.—SUMMARY OF APPROVED DEVELOPMENT SCHEMES

Total Expenditure Estimated Further
estimated incurred expenditure Commitment
cost up to 31-3-52 in
1952-53
1. Central Government 10,69.97 17,90.67 15,76.10 7,586.54
2. East Bengal 4125.96 124.96 727.43 3267.75
3. Punjab 8960.94 3200.68 1034.64 4947.69
4. Sind 3238.00 369.00 644.26 2197.42
5. N-W.F.P. 2457.08 147.26 161.23 2170.08
6. Baluchistan 208.86 80.28 55.27 64.32
Total..» 29681.81 5712.85 4198.93 20233.80

NortE :—The figures in columns 2, 3 & 4 tally with the figures in Table No. 77 of Report.

(Source : Ministry of Economic Affairs.)

The figure in column

4 does not tally with the figure in the last column of Table No. 79 of the Report because while the former includes
commitments on all/ approved schemes, the latter covers only the schemes allotted to Category * A * by the Committee.
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List of Provincial Schemes approved for Central Agricultural Development Grants

(In lakhs of rupees.)

Total Amount
S. No, Name of scheme estimated granted Remarks
cost.
East Bengal.
1. Drainage of low areas in Khulna district 11-41 33 9075 work completed.
2. Silt clearance of Narode river and re-excavation of a channel 3-88 2-08 Work completed except 2
from Nakkati and Sunti bils to river Fakirni. footbridges.
3. Re-excavation of Katwajuri, Balia-juri and Bejoypur Khals. 1-49 0-78 Work completed.
4, Drainage of low areas in Jessore district . 2:06 0-74 Do.
5. Closing of newly formed Dhalas and Khals from Kushtla 0-88 0-38 Do.
river.
6. Reclamation and Drainage of Mallickpur, Rampur, Nur- 0-85 0-34 Do.
mohammedpur and other adjoining bils.
7. Re-excavation of a khal for draining Putimari bil 0-76 0-33 Do.
8. Re-excavation of Mogra-Palkura Khal 0-68 0-29 Do.
9. Improvement of Nalaya river 5-97 2:06  Earth work completed.
~10.  Supply of manures and fertilisers at subsndy 11,44-00 10-00
/1 1. Mechanised cultivation 1,74-30 10-00 .
- 12.  Power Pump irrigation 8563 6-00
/13. Reclamation of derelict water areas for increasing supply of 3-19 0-38
fish in East Bengal.
/ 14. Encouragement of cultivation of fodder in East Bengal 5-00 0-25
15. Re-excavation of Kalapani Khal and two drainage cuts from 7-94 2:26 83 26 work completed
Teliani and Tenachera Bils. ‘ :
16. Construction of a regulator at the junction of old and new 1-39 0-25
courses of Tulsiganaga.
e 17. Scheme for establishment of agricultural stores 7:05 3-52
/1 8. Scheme for organisation of horticultural section 1-85 0:92
/19. Soil survey of East Bengal 1-35 0-55 .
/20. Establishment of permanent departmental ﬁsh seed farms 6-90 0-26
21. Re-excavation of Chatra river in Faridpur district . 2-63 0-25
22, Re-excavation of a Khal improvement of drainage of Chakol, 2-09 0-60
Tangargari and Lakshipara in P.S. Gurudaspur, Rajshahi.
/23. Improvement of poultry extension work . 1-85 0-23
/24. Development of disease control in * haors’® of Sylhet and 2-13 0-42
Mymensingh.
/25. Improvement of animal husbandry education—Phase J 3-33 1:67
26. Expansion and organisation of East Pakistan veterinary 62-37 21-54
e College—Mymensingh.
27. Establishment of a fish landing jetty and. fish shed at 0-86 0-27
v Khulna Ghat.
P 28. Reclamation of land for Boro-cultivation under Kanaighat 1-46 0-25
P. S. in district of Sylhet.
29. Reclamation of land for Boro-cultivation on both sides of 1-15 0-25
Sylhet Trunk Road in district of Sylhet.
30. Schemefor excavation of a Drainage canal from *“ bil ** Fathen- 0-43 0-13
ghara to Boral river in the district of Pabna.
31. Scheme for excavation of a drainage channel from Digdari 0-48 0-16
and Buriar bil to the Barbaria river in the district of Mymen-
singh.
32. Scheme for excavation of Goshaipur Daura and Durgapur 0-57 0-24
in Rajshahi District.
33, Reclamation and improvement of land in Mukhtarpur and 2-64 0-15
Banaia Haor in Sylhet.
34, Pilot scheme for reclamation and colonization of waste land 9:02 0-59
areas in northern extremity of Chengri Valley in the Chitta-
gong hill tracts.
Total 15,5759 72:07
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S. Total Amount
No. Name of Project cost granted l Remarks
i
Punjab.
1. Purificition of Pak-American Cotton 15:00 4:50
2. Tube-well irrigation in forest areas of 060 020
Muzaffargarh District.

3. Thal colonizatien project 17,94:24 2000

4. Improvement of flaying of animals 082 0-07

5. Sinking of 100 tube-wells in the Punjab ... 2037 1018

6. Scheme to offset the adverse effects of 4-60 038

floods on cattle breeding and dairying
activities.

7. Reclamation of Aliwala forest in Muzaffar- 143 0-28

garh ‘District.
Total 18,36'46 35-61
Sind.

1, Control of rice stem borer in Sind ... *73 *09 Implementation of the scheme was
suspended in March 1948, due to
non-availability of Entomologist. It
is now to become a part of the -
extension sgrvices in connection with
plant pests and diseases.

2, Shifting of Agricultural College from Sakrand to Hyder~ 50-18 2313 Choice of site under consideration.

abad. No equipment ordered.

3. Distribution of sulphate of ainmonia to zAmindars ... 748 2'25 Only 1,912 tons of sulphate of amm.onia
out of ‘the target of 2,000 tons dis-
tributed up to 30-6-52.

4. Scheme for the distribution of improved seeds 42°06 ‘44 Arrangements have teen made for dis-
tribution of 1.60 lakhs maund of
wheat seeds during Rabi 1952-53.

5. Cultivation of zamindari Lands by means of tractors on 5660 453 During 1951-52 nine tractors were pur-

contract basis. chased and 30 tractors of various
sizes are still to be purchased.

6. Incidence and control of liverfluke and other internal 657 *88 The officers will be trained from 1-10-52

parasites of domestic animals in Sind. for 3 months. After their training
the scheme will be started.

7. Pumping scheme for land between Laki and Kotri on the 421 1'54 Detailed plans and specifications com-

right bank of Indus. pleted. Pumping machinery has been
ordered. Pumps have been receiv-
ed. Work of canal excavation and
other civil works started.

8. Development of Agriculture in Khairpur 12:50 010

9. Extension service in connection with plant pests and 695 1-42

diseases.
10. Sheep breeding establishment of a sheep-breeding farm 4:43 0°31
Total 1,91-71 34:69

.94
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S. , Total Amount
No. | Name of Project cost granted Remarks
| |
N.-W.F.P.

1. Research in sugar-cane 4-67 076

2. Development of wool ... 4:42 096

3. Construction of tube-wells in Kohat Distt. 10-00 206

4. Drainage for reclamation of water-logged 775 1-37
lands in Mardan District.

5. Construction of Weir Kurram Garhi 1,00:00 10-00

6. Sheep-breeding scheme 1-76 020

7. Control of warble fly pest 442 042

8. Establishment of apiaries at Peshawar and 107 0-08
Haripur.

9. Establishment of six Districts poultry 408 039
farms. N

10. Insect pest control 1939 2'53

11. Addition to the existing sugarcane re- 330 017
search Station,

12. Control of fasciollasis infested areas o011 005

13. Reafforestation of Rakh Sheikh Buddin 2:20 011

14. * Kahir ” Plantation for the manufacture 1-50 0-07
of Katha,

15. Walnut plantation in Guzara forests 0°20 002

16. Improvement of muarketting flaying and 1-58 016
curing of hides and skins.

17. Establishment of dairy-cum-cattle breeding 2043 2°16
farm.

18. Subsidised distributicn 6f ammonium 600 067
sulphate.

Total 1,92-88 22-18

SUMMARY OF AGRICULTURAL DEVELOPMENT GRANT SCHEMES

(In lakhs of rupees.)

Grants

Unit Totai estimated
cost allocated
1. East Bengal 15,58 72
2. Punjab 18,36 36
3. Sind 1,92 35
4. NNW.F.P. .. 1,93 22
Total 37,79 1,65
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List of schemes approved for Central Social Uplift Grants

A. SCHEMES RELATING TO EDUCATION

Total
Serial Name of scheme estimated Objective
No. cost
1 2 3 4
Rs.
1. East Bengal.
1. Improvement of Sub-divisional High School 25,00,000
2. Improvement of girls education 9,50,000
3. Improvement of Govt. High Schools ... 9,00,000
4. Audio-visual aids and Film studios 17,55,000
5. Training College 30,00,000
6. Establishment of a Techmcal ngh School 5,00,000
7. Improvement of private colleges 13,00,000
8. Improvement of Govt. Colleges 30,00,000
9. Opening of a Science Section at Eden Co]lege at Dacca 5,00,000
10. Establishment of a Central Public Library 10,00,000
11. Establishment of College of Physical Education, Dacca ... 10,00,000
12. Institute of Arts, Dacca 15,00,000
13. Improvement of District Libraries 1,50,000
14. Improvement of Madrassas . 10,00,000
15. Public School e 10,00,000
16. Improved Type of Girls Schools . 5,00,000
"17. Training abroad 4,02,000
18. Compulsory primary educatxon 50,00,000
19. Grant to Dacca University 20,00,000
TotaL 2,79,57,000
2. Punjab. T
1. (@) Construction of 1,200 primary school buildings at a cost of Rs. 5,000 30,00,000
per school (half the cost to be borne by the Government).
(b) Equipment for these schools at Rs. 1,000 per school 12,00,000
2. Improvement and Equipment expenditure for existing prlmary schools 20,00,000
3. (a) 2 Normal schools at Rs. 8,00,000 per school . 16,00,000
(b) Equipment for the Normal Schools 1,50,000
4. Equipment for teaching Science in Middle Schools 8,00,000
S. Equipment for teaching Science in High Schools 6,00.000
6. Technical High Schools 6,19,000
7. Opening of 8 High Schools at Rs. 4, 00 000 per school .. 32,00,000
8. Building grant (in case of pnvate]y managed schools) “half of cost to be 12, 00 000
borne by the Government and half by private body.
9. Improvement of 50 High Schools (in case of privately managed schools) half 4,80,000
of the cost to be borne by the Government and half by the management
concerned.
10, Opening of 50 Middle Schools at Rs. 25,000 per school.. 12,50,000
11, Engineering College 20,00,000
12. Women’s College for the Teach® ng of Domestic Science . 5,00,000
13. Hostel for girls students in Lahore 3.00,000
14, Improvement in Science and Technical Laboratories in Lahore Colleges 10,00,000
15. Science College outside Rawalpindi to be developed into a University by 13,00,000
stages.
16. An Arts College ... . 8,00,000
17. Training College (Extensxon) 2,00,000
18. Museum and Art Gallery 2,51,000
19. Audio-visual aids . 3,50,000
20. Building for an additiona! hostel at Aitchison Co]lege (Re51dentlal School) 2,00,000
21, Overseas training . . . 5,00,000
22. Punjab University Sichemes ... 15,00,000
TorAL 2,50,00,000
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Total

Serial Niffie of scheme &stimated Objective
No. s . cost
1 2 3 4
Rs.
3. Sind.
1. 'Training Institutions for Primary Teachers 5,00,000
2. 8 Hostels for Govt, Sesondary Schools and 1 for Govt. Collegh, Hyddrabad 30,00,000
(Sind) .
3. Girls Arts College . 16,060,000
4, 2 Technical High Eehtbl® - 5,00,000
5. Sind University for Dev. Schemes o e W i ot 20,00,000
6. Library, Museum and Arts Gallery ... 10,00,000
7. Scheme for Purchdsé of Scientific &qnipmerit apparatus for College in smd 3,00,000
ToTAL 83,00,000
4. N;W. F. P.
1. Construction of, school buildings . o3 an i 17,83,265
2. Library at D. I. Khan College . 36,950
3. Additional Hostel for F. College for Women, Peshawar 56,063
4, Equipment for B.S¢: Teaching at F. College for Women, Peshhwal' 40,000
5. School Health Service 90,000
6. Public School 9,03,000
va Government Training School Nowshera . 39,000
8. Administrative B16k Peshawar UiiVersity . ;00,000
g, Intermediate College, Mardan s it 3,588,750
10, Degree College, Abbottabad - 5,83,250
11, Construction of Elettrital 4#d Mech. Eng. College Peshawar Umversxty 13,00,000
12. Bmldmg and Equipment for Degree and Postgfaduate Classes Peshawar 10,00,000
niversity.
13. Government Training School, D.I. Khan 3,09,000
14. (2) Government Tech. High School ... 2,90,000
(&) Two Girls High Schools 3,69,000
15. Construction of Youth Hostels 1,06,000
Torat. 71,64,250
5. Karachi.
1. 21 Government Primary Schools " e e . . 28,35,315
2. 4 Government High Schools 14,31, 0]
3. Building grant and equipment for 6 non- -Govt. ngh Schebls L. 9,00~000
4, Government Juniof Model School ... 1,05.000
5. Building grant and equipment for 2 non-Govt. spec1al type of prlméry schubl 1,35’016
(Kindergarten). ’
6. Repairs to buildings vacated by refugees - 1100]
7. Two hostels for schiol students g: ,8
8. Buses for Secondary Schvols for girls ... o L O Y 1,00’088
9. Conversion of one High School int6 bomposite i—figh School with workshop 2,80’000
10. Audio-visual Aids . .. e .. 2,50'000
11. Public Reading R66ms and Tibraries 3,30,000
12, Two hostels of residence for Karachi Umversxty 9,00,000
13. Grant to Karachi UHivérsity . 10:00,’000
ToraL ..: 87:66,531
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. Total
Serial ) * Name of scheme estimated Objective
No. |+ cost
1 2 3 e
1 ]
Rs
6. Bahawalpur. :
1. Building and equipment for two Normal schools 2;05;b00
2. Building and equipment for (@) 2 Middle Girls School ) Bu1ldmgs 2,92,000
additions etc., 2 Girls High Schools.
3, Building for 2 boys High Schools and equipment and additions and altera- 4,79,000
. tions to 5 boys High Schools.
4. Equipment for 2 Colleges and addition and,_alteratlons to Sadiq Fgertion 2,24,000
College. ‘e
5. Library and Film Projection Unit ... e T 32,000
6. Construction of one orphanage at Bahawalpur 1,10,699
TOTAL 13,42,699
7. Tribal Areas and State of N.-W.F.P.
1. Construction of Schools—Primary Boys Schools, Primary Schools for-Girls 22,97,810
and High Schools.
2. Construction of hostels for 10 High Schools ... 11,40,000
3. Staff Quarters for 3 High Schools ... . 1,76,000
4. Improvement and extensions of existing school buxldmg 3,42,150
5. Provision of furniture, teaching aids, books, first aid boxes, science eqmp- 1,01,500
ment and radios.
6, Equipment for existing schools e e 50,000
7. Construction of 5 new hostels 1,25,000
8. Construction of buildings for the Inte(medlate College and Science 1,00,000
Laboratory (SWat State Saidu Sharif.)
9. Upgrading of the school at Shadar (Swat State) 17,000
TOTAL 43,49,460
8. Azad Kashmir. B
1. Construction of Boarding House for the College at Mirpur 25,000
2. Science equipment for the College at Mirpur ... 2,000
3. Construction of Boarding House for Govt. High School Muzaﬁ'arabad 25,000
4, Repairs to the exxstmg Boarding House for Govt. High School Palandri ... 5,000
S. Repairs to the existing Boarding House for Govt. High School Bagh e 3,000
6. Science equipment, furniture, library books, sports material etc., for the 3,500
Govt. High School for Girls at Muzaffarabad
7. Improvement to the existing Teachers’ Training School at Mirpur and 15,000
additional accommodation therefor.
8. Construction of College Building and Boarding House for the College at 50,000
Rawalkot and provison of Science equipment for that College.
9. Construction of two additonal rooms at the back of 3 class rooms of Govt. 12,150
High School Gilgit.
10. Construction of new Science and drawing blocks for Govt. High School, 30,375
Gilgit.
11. Construction of two new rooms to be attached with the boarding house of 24,300
Govt. High School, Gilgit. ’
12, Construction of a Middle School at Astore ... 60,750
13. 7 Construction of a Middle School at Chilas . 32,425
4. Additions and alterations to the existing school buﬂdmg at Skardu 30,000
ToTAL 3,18,500

(Source : Minisi’ry of Economic Affairs)

Note.‘—BALL[CHISTAN. A comprehensive list of BalucListan schemes is not yet available,
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APPENDIX No. 25—contd.
B. SCHEMES RELATING TO HEALTH

. —
Serial : ) Total
o. Name of scheme ' estimated Objective
P - cost
1 2 \ 3 4
. ‘Rs.
1, East Bengal—
1. Improvement of Dacca Medical College and Hospital 50,00,300 Expansion of existing and:conpstruction of
N a ' new department and wards and other
accommodation.

2. Improvement of Dacca Medical School 8,00,000 . Provision. of additional accommodation
for nurses, hoste] students, construction

. of operation theatres in the T.B. ward,
etc.

3. Improvement of Medical School at Sylhet 1,00,000 Provision of an up-to-date hospital with a

’ large out-door department for teach-
m& purpgses., The outturn of, dogctors
T is to be increased.

4. Improvement of Mymensingh Medical School 3,50,000 Provision of hostel for students who are

at present accommodated in requisitioned
- houses.

5. Provincialisation of the Rajshahi Medical School 13,51,000 P(riov1s1on of additional staff and special
epartment.

6. Establishment .of a new Medical College at Chittagong ... 41,90,000 Increasing the output of medical graduates.
A 500 bedded hospital wlll be attached
to 1t,

7. Establishment of a 200 bedded mental hospital... . 27,00,000 There is no mental hospital in East Bengal

at present.

8. Establishment of a Combined Public Health Laboratory ... 36,05,000 Al pthe Public Health Laboratories viz.,

) Public Health Analytical, Drugtesting
and Nutrition research laboratories, etc.,
will be concentrated at one place, i.e.,
at Dacca.

9. Establishment of a 200 bedded T.B. Hospital 30,32,000 Incidence of T.B. is very high in East Ben-
gal, but there is no special hospital for’
treatment.

10. Maternity and Child Welfare ‘Works (24 Centres) 4,04,000 Each centre will have 4 beds.

11. Rural drinking water supply 15,00,000 Resinking of about 25% of the choked

up tube wells which are approximately.
25,000 in number.
Total .. '2,30,32 300
2, Punjab—

1. Nishtar Medical College, Multan . e 60,00,000 For provision of College buildings; equip-
ment, etc,

2. Rebuilding of all such rural dispensaries as are in need of re- 40,00,000 For provision of repairs, additions and

construction. e alterations etc., of existing dispensaries.

3. Development of District Headquarter Hospitals 70,00,000 For provision of new buildings for hos- :
pitals, dispensaries, etc., and equipment.

4, Extension of water supply projects: 15,00,000 For provision of pure water supply.

S. Antl-malarla measures for water-logged a.reas 7,25,000 To carry out anti-malaria operation by
insecticide spray thrice a year in about
1839 villages in water-Jogged areas of the
Province.

6. Additional Maternity and Child Welfare Centres ... 7,00,000 The scheme envisages.the establishment of

e 176 additional matemlty and child
welfare centres in various parts of the
Province.

7. Scheme for the expansion and improvement of K. E. Medical 30,00,000 60 additional beds will be provided at Mayo
College, Mayo Hospital and Lady Willingdon Hospltal Hospital and 36 additional beds at Lady
Lahore. Willingdon Hospital. General improve-

. . L . ments will be effected in the College.
8., Extension of Mobile Dispensaries to each Tahsil ... -+10,00,000 Provision of 45 additional mobile ~dis-
pensaries are proposed. 16 such dis-
. L . pensaries already exist.
9, Improvement of Lady Aitchison Hospital, Lahore 10,75,000 The present accommodation of 100 beds
B ... -will be increased to 300 beds. .
Total 2,50,00,000




APPENDIX No. B5-=contd,

T T I
Total e
Serial - - ~Name-of Scheme gstimated Objective
No. cost
1 2 3, 4
. 1 == ¥
3, Sind— Rs.

1. Training of nurses, midwives and assistant midwives 4,00,000 A centre will be established at Hyderabad
for training of 25 nurses; midwives and

assistant midwives each.

2. Better equipmérit for Hospitals 20,00,000 Piovision of modern and up-to-date

o equipment for the hospitals,
3. Eiténsion; ithProvBmdit aRd réedgniddtion 3f hospitals and 30,00,000 starting of two fiew hospitals 4t a cost of
dispendaties: Rs. 15 lakhs; 10 lakhs will be spent-
: on extension and improvement of
dispensaries and 5 lakhs on improve-
miént of hospitals.

4, T.B. Sindtoridtn with 135 beds 8,64,000 The incidence of T. B. in Sind has been on

’ the increase owing to the influx of refugees.
It is proposetl to establish a 125 beded
sanatorium. There is at present no
such institution in the Provinecé.

5 Eye Hospital ..x . s 6,31,000 1t js proposed to §tart a 100 bedded Eye
Hospital in Sind.

6. Hyderabad water supply and tltainage .. 20,37,000

7. Mitpur KHad watér supbly ind draihage 6, 50 000

8. Sukkur-water supply and drainige 10 53 000 3 The water supply and drainage in these

9. larkana watet supply aiid drainags 560,000 | cities are to be extended and improved.

10. Thatta watet stipply dhd drdinhge 3, 00 000

Total 1,14,95,000
4, N-W. F. B~

1. New Hospital at Kohat 3,00,000 It gs prppijsed {3 establish 4 new 75 bedded

ospital.

2, Civil Hospital Abbottabad  ..: 50,000 For provision of additional bed accom-
modation and purchase of new equip-~
ment,

3, Lady Reading Hospital, Peshawar 1,22,000 For provision of additional accommoda-
tion and equipment for Eyes, and Far,
Nose Department of the hospital.

4, Improvement of T. B. Sanatorium, Dadar 3,35,666 For provision of additional accommodation

. . and better equipment.

5. Opetint of tralhing school fof Pharmatists 47id Coms 67,000 There is nd training_school for pharmacist

pounders. and compounders in the Province:

6, Tmptovemefit of ptdsefit T.B. clifti¢ artd work 4t D. 1. Khan 1,30,000 Cértaln additions and alterations are to be

) ) made to the existing T: B: ward.

. %?sttuctibﬁ of 4 hew 25 bedded ward at Civil Hospitalat D. 1. 90,000 Provision of additional 25 bedded ward and

an #id équiprent. nEVg sy uipmieit.

8. Eguipment fot T»B: Clinic and W4rd; Mafdn ... 56,000 Pi-é\gsibﬂ of a hew 20 bedded T. B. ward

L. R - and equipment.

9, Constructioh of 20 bedded ward and equipment for Civil 60,000 For the construction of a pucca ward of 20

Hospital, Tank. beds and equipment.
10. Consttuttion bf Hospital ut Lora, (Hazata) 53,000 For construction of a new hospital building:
11, Modernisation o6f Civil Hospital; Darband e 34,000 Provision of additional hospital facilities
. . . and staff quarters.
12, (s) Construction of and equipment for hospital 4t Bolakdt ..s 55,000 Fc;!t‘dé'onsﬁ'ﬁé ioH of a sthall mdefn hospital
(%) Construction of and equipment for hospitalat Kaghan ... 68,000 ’ Do.

13. Cédstriction of 4 Hospital at Pubbi .. 65,000 For pfovisiori of a néw hospital #xd equip-
ment.

14. Opening of Lepér’s Colony at Balakot 51,500 For provision of additional accommoda-

’ tion &l equiptient.
15. Opening of 4 T. B. élitiic at Kohat ... 45,000 Provision of a T. B. clinic at Kohat which

will be attached to the new Civil Hospital
there.
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Total L
i Name of Scheme ¢ estimated ., +  Objective
Igo' ' cost
1 " 2 v 3 ; 4
L . r——
i Rs. ’
i ini i , 1,00,000 It is proposed to opep a T. B. ¢linicand}
}6. Opening of a T. B, Clinic gnd ward at-Abbottabad (28 or 20 t?e dgd “T. fﬁ.nward vgth %l}gcehsary
equipment.
LI
i i ries 98,000 It js-pyoposed to open 36 new dispensaries
17, Constryction -of 36 rurgl djspensaxies’ ,..s - e 10,28,000 1t j Tol areas T Brovide m‘e_‘digﬁg Facilitios
. ! in far off villages.
- als and i i " 10,00,000 Some of the hospitals and dispensaries in the
18. Improvement of existing hospitals and dispensaries Province are illequipped and most of the
buildings are in a dilapidated condition.
. * t : .. * 1
19. ‘Opéning of a Zenana Hospital at Mardan 3,00,000 For provision for a separate Zenana hospita
. g isi f ate Zenana Hospital
20. Opening of a 50 bedded Zenana Hospital at Abbottabad 4,50,000 F(:é ]Kgggtlg.%a% . separ: enan: D
: na Hosoita a 9,70,000 It is proposed to construct a new 200 bedded
2%, Construction of a new Zenapa Haospital at Peshawar Zenana Hospital and to provide the
. necessary equipment. L
22. B.C.G. Vaccination scheme 1,90,870 For carrying out B. C. G. vaccination work.
23. Establishment of a 300 bedded Mental Hospital 15,50,000
/ —
ToTAL 72,45,036
S5 Karachi—
i lege & Civil Hospital 43,13,000 General improvements in teaching depts.
L Ilr(neg_rz:\lrgr{xent of'Dow Medlfai,c?l cge ' P will be effected and existing hospitaliza-
: tion facilities will be improved and ex-
panded.
it . dation at the J. C. H. and Ojha 10,50,000 100 additional beds are proposed to’ be:
2. ‘ggg;ttfgﬁn'r‘ I}zal;:gha}f:commo o proyided at Jinngh Central Hospital and
’ ! facilities for treatment at Ojha T. B.
Sanatqrium will be improved.
iti i opjr Hospital 3,00,000 The bed strength of the- existing leper
3. Additional accommodation at Mangh Pir B0sp hospital at Manghopir vslr}xll be aligmented..
i i i 3,00,000 Six mobile dispensaries will be set up and'
4. Mobile Dispensaries (6) ¢ Btilisgd for providing medical care in
refugee "colonies  and out ying areas of
F egq‘al Cﬁpi}%. Plee Lt
i ild Welfare Centre at Karachi Air Port 31,000 A new maternity and child welfare centre:
3. Maternity and Child Welfare Cen will be established to cater for the needs.
b of the staff residing near and around
the Air Port.
6.. Improvement to Lady Duﬁ‘éri}'l“})-llds;.)ital oo 2,00,000 Residential accommodation for staff ingl
- nurses will be constructed and existitg:
- treatment Tacilities will'be subsidised and
improved. -
7. UNICEF Maternity & Chﬁd Health Project for Karachi ... 2,50,00 A maternity and child health centre will be
' K established in cqllaboration with the-
; UNICEF." It will proyide clinical as.
well ‘as training facilities for doctors,
nursés, midwives, etc.
TotaL 64,44,000
L8
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Total L .
"SI, Name of Schemé estimated. - Objective y
No. cost
1 2 i’ 4
Rs.

6. Bahawalpur State—

' 1. Nurses Training School w TN T e

2. -'Trl:;lining Centres for Dais at Bahawalpur and Rahimyar-
khan, _

3. Mobile Dispensaries (4)

4. Rural Infant and Maternal Health Centre (10) ...

5. Maternity hospitals at Rahimyarkhan and Bahawalpur

6. T.B. Wing, B. V. Hospital, Bahawalpur
|

7. Provision of medical and surgical equipment including X-Ray
and Laby. equipment for hospitals.

8. Rahimyarkhan Water Supply Scheme...
9., Chistian Water Supply Scheme

10. Harunabad Water Supply Scheme
11. Bahawalpur Water Supply Scheme

ToTAL
7. Azad Kashmir

1. Equipme:nt for Muzaffarabad Hospital
2. Equipment for Health Centres
3. ‘Equipment for T.B. Wing at Trarkel
4. Equipment for Gilgit Hospital

“ 5. Equipment for Skardu Hospital
6. Health Centres and Dispensaries

ToTtAL .

2,50,000° A school for -40- probatiorier nurses and
residential accommodations for them is
pProposed.

30,000 TWwo schools will produce 20 trained and
licensed 'dais each year.

2,98,800 For providing medical aid to those areas
‘ which are not in reach of hospitals and
dispensaries.

2,12,000 To give advice to mothers and to train
sthem’ in mother-craft and house-nursing.

1,00,000 Modifications to existing  buildings
to make them fit for maternity
hospitals and provision for equipment.

1,59,200 40 beds are proposed to be provided of
Specialised treatment of T. B. patients.

2,25,000 Medical and surgical equipment for existing
and new hospitals on modern lines,

2,02,415 To have 3 tube wells for meeting
the drinking water require ments
of the town. )

1,90,000 To have one tube well and to
provide water taps in streets. Water
supply system is at present defective.

2,05,000 To have one tube well for supplying water.

2,84,886 Three tube wells are proposed and water
taps will be provided in streets.

21,75,30

1,75,000
50,000
75,000
62,500

1,62,500
75,000

6,00,000

(Source : Ministry of Economic Affairs)

NarEs:—

‘1. Baluchistan.—The Baluchistan Administration has been asked to prepare revised schemes within the revised allocation
of Rs. 70 lakhs. A scheme of the Baluchistan Administration viz., B. C. G. Vaccination estimated to cost about
Rs. 35,000 has been sanctioned in advance as the foreign experts who will run the scheme have already arrived

in Pakistan. ¢

2. N.-W.F.P. Tribal Areas.—Revised schemes in the medical and public health sphere of the N.-W, F. P. Tribal Areas
have been received from the Government of N.-W, F. P, and are being examined.

3. Baluchistan State Union.—The Baluchistan Administration has been asked to submit schemes of Baluchistan States
in the medical and public health sphere within the approved allocation of two lakhs. Pending receipt of schemes
from other Baluchistan States, the schemes of Makran and Las Bela States in' the meédical and public
health sphere have been examined and referred to the Ministry 6f Finance'for concufrence.
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C. OTHER SCHEMES.
. . . y by ; a o k. N PN RO
— ’ » T e > iy
Serial Name of S¢heme ; J - Total Objective
“No. LT v estimated Cost' - et
1 ' 2 3 4
1. Karachi f
1 TR'-§n By
1. State Orphanpge 11;16,000
. 2., Widows Home 4,45,030
3. Poor House ... 2. 3,42,000
4. Women Industrial Home 2,19,496
5. Construction of two welfare centres at 2,50,000 To provide physical and
Lyari and Nazimabad. ——————— social amenities to
ToTAL 23,72,526  the industrial workers
2. Baluchistan of Karachi.
1. Water Supply schemes 1,25,000
ToTaL < 1;25,000
2. ‘Two Mobile Dispensaries; 30,000
3. Six School Buildings ..: 90,000
4. Ten Residential Houses for Teachers 50,000
5. Ten Hospitals 50,000
6. Ten Residential Houses for Medical Staff’ 50,000
7. Housing for Coal Miners 1,00,000
ToraL 4,95,000
(Source : Ministry of Economic Affairs)
§ D. SUMMARY OF SOCIAL UPLIFT SCHEMES.*
Approved Schemes
. Total N
Unit, allocation Education Health Other
1. East Bengal 5,50,00,000 2,79,57,000 2,30,32,300
2. Punjabj 5,00,00,000 2,50,00,000 2,50,00,000
3. Sind 2,00,00,000 83,00,000 1,14,95,000
4. N.-W.F.P. 1.50,00,000 77,54,250 72,45,036
5. Baluchistan 80,00,000 4,95,000
6. Karachi 1,90,00,000 87,66,531 69,92,000¢ 23,82,526
7. Bahawalpur State 35,00,000 13,42,699 21,57,301
8. Tribal Areas, N.-W.F.P. « ... 80,00,000 43,49,460
9. Other ‘areas including Aza :
* Kashmir: -... 15,00,000 3,18,500 '6,00,000
ToTAL 18,00,00,000 8,37,88,440 7,59,73,637 28,717,526

Uplift

{ (Source . Ministry of Economic Affairs)
*Note.—S¢hemes originally received from the Provinces, etc., for approval against the total allocations of Social

ants amounted to Rs. 882 crores in respect-of Education and Rs. 8:40 crores in respect of Health. ' However,

certain’ schemes had to be reviewed, e.g. of Baluchistan in whose.case out of.the total allocation of .Rs, 80 lakhs, Rs. 10

lakhs was set as

ide for the Baluchistan States Union.
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APPENDIX No. 26
List of schemes for which foreign aid or Jpans.have been pffered

‘A. ECONGMIC ASSISTANCE :,U%SRH THE COLOMBO PLAN FOR EGCONOMIC
DEVELOPMENT IN, SOUTH AND SOUTH-EAST ASIA

1.- The Colombo Plan, which had its origin in the Commonwealth Foreign,
Ministers’ Conference held at Colombo in January 1950, aimed at-raising the standard
of living in the underdeveloped countries of Southy and South-East Asia, and imple-
menting, for this purpose, the six-year programmes qf,deve],op.ment (July 1951—June
1957) drawn up by those countries. The basis of plan ds self-help and cooperation.
The countries themselves would frame and execute their development projects to the
maximum extent of their own resources. And the economically developed countries,
which are members of the Colombo Plan, would provide cooperative .assistance to bridge
the gap between total requirements and indigenous resources, as far as possible.
Technical assistance would :also be provided under a Scheme of Technical Cooperation.

2. The following countries are members of the Consultative Committee which
has been set up to watch the progress of the Plan:

Austrialia ; Burma; Cambodia; Canada; Ceylon; India; Indonesia; Loas;
Nepal; New Zealand; Pakistan; United Kingdom: U. K. Territories in
South and South-East Asia (Malaya, Singapore, Borneo and Sarawak) ;

United States of America ; and Vietnam.
Phillipines and Thailand are not yet members of the Consultative Committee but they

atrend its meetings as observers. The World Bank and ECAFE also participate
through observers.

3. The following economic assistance has been received so far by Pakistan under
the Colombo Plan :
Canada :

i Canada offered $ (Canadian) 10 million for 1':he year 1951-52- (April—March) for
the following schemes : '

S. No. Name of scheme Amount of aid Remarks
offered

1. Cement factory including diesel power § 5.0 million.
plant and structure steel for construction.

2. Railway sleepers .. §2.8
3. Equipment for Commonwealth Livestock §0.2 ' This farm is being set up jointly by Canada,
Farm in Thal Area. Australia and New Zealand, and the
amount represents Canada’s share,
4. Aerial photographic survey §'2 .0 " Photographic Survey Corporation of Canada

has already started work.

Similar amount of aid is expected for-the year 1952-53. Schemes for aid are under
hegotiation. : :
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Australia :

Australia offered £ (Australian) 2 million for the year 1951-52 (July—June)
and a similar amount for the year 1952-53. The following equipment is being supplied
under this aid : ’

[y [
v T

S. No. Name of scheme Amount of aid Remarks
' voffered
1 o . s4 4 W . % i _ _
1 N - P

1. Tractors for Mjanwéli“an& Warsak projects ... £(A) 23,000 Alrcady supplied.

2. Electric meters for K.ES.C. ... ... £(A)204,000 Part supply received.

3. Posts arfd';l"ellégraphs transmission 'equipmcnt £(A)648,00d Orders placed.

4. Pumping equipment for Thal Area ... £(A)910,000 . '

5. Pipe manufacturing plant for Greater Karachi Water £(A)]84},99Q. " .

Supply Schemé.- *
Cold storage plants ... ... £(A)200,000
7. Fishing craft ... . .. £A) 500 P
8. Equipment for Thal Livestock Development farm ... £(A) 9,000

&

—10,000
9. Digsellgtombtives (9) ... o £(A)R10,000 .
10. Pest control air-crafts ... ... %£(A) 26,000 " '
11. Broadcasting equipment £‘(A)44§,000 . '
lﬁ Pumping equipment for East Bengal . £(A) 90,000 " "

3

New Zealand!:

. New Zealand offered £ 250,000 for the year 1951-52 (April-March). The
amount has already been paid in cash, and is to be spent on the Nari{Bolan Project and
other schemes of irrigation development in Baluchistan. A similar amount is expected
for the year '1952-53.

B. ECQNOMIC ASSISTANCE UNDER THE T.C.A. PROGRAMME OF U.S.A,

\,.;,‘ml[n his. inaugural address to the American Congress in January 1949, President
fruman madé four points to outline the policy of his administration. Point No. Four
called for “a bold, new programme” of sharing technical knowledge with under-
developed countries of the world in order to “help them realise their aspiratiéns’ for
a better life,”. .In pursuance of this policy, which has come to be known popularly
as~Point Four -Programme, an Act of International Development was passed by the
Amerjedn"Cqpgress: in June 1950. A more comprehensive Act wiz.,, Mutual Security
Adt’ was| passéd’ sUbgeqently (October 1951), and under it appropriations are autho-
rised from year to year for purposes of mutual security which includes military as
well as economic and technical. assistantce. - The -app¥opriation for the fiscal year 1952
July 1951,—J_3n§ 195;)_.,iw,as{$5,926“m'ill‘lion3:0é1t of %vhiﬁh_ﬁ; %,7((:)6 -million was set aside for
economic and .fechnical assistgnce.. o echnical. Cooperatj inistration
Whi¢h administert’the eboncrmié and Q@c 1cgf‘ é§§is;£z¢§*tfggﬂ§ o%f%%?&%i%l million tg
Pakistan for the fiscal year 1952, for the tfollowing schemes :—

S. No. Name of scheme Amount of aid Remarks
offered

1. Village Agricultural Industrial Development Pro- $2.3 million

gramme.

2. Project for acquisition and distribution of fertilizer $0.9, ., Already received.
(10,000 tons).

3. East Pakistan Forest Research Laboratory ... $0.2 "

4, Training activities .. $0.7 "

5. Health and Sanitation Project ... ... $0.5 '

6. East Pakistan Road Development Training Pro- $1.1 '
gramme.

7. Construction of fertiliser factory .. $ 40

8. Chittagong Hill Tracts Timber Extraction Project ... $ 0.3 ,,
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Somewhat larger aid is expected for the fiscal year 1953 and negotiations regarding
the schemes to be financed are under way.

-C. AID FROM THE FORD FOUNDATION OF U.S.A.

The Ford Foundation is a phillanthropic trust in U.S.A. which operates in other
countries as well. The basic objective of this Foundation to ‘“advance human wel-
fare ” which has been amplified to cover *“the advancement of peace, education, the
behavioral sciences, democratic institutions and economic stability ”. The foundation
offered to Pakistan during 1951-52 an aid of $ 1.6 million for the following schemes :

S. No. Name of scheme Amount of aid Remarks
offered
1. Polytechnic with two short-term Training Centres in ¢ 1-1 million Equipment already ordered.

General and Electrical trades.

2. College of Domestic Science for Women... .. $ 5

D. LOANS FROM THE INTERNATIONAL BANK FOR RECONSTRUCTION AND
DEVELOPMENT.

The International Bank for Reconstruction and Development is an international
agency, the purpose of which is to assist the member-countries in reconstruction and
development of productive resources by providing loans. Pakistan became a member
of the Bank in July 1950. In due course, the Bank assessed the credit-worthiness of
Pakistan at $ 150 million. Loan Agreements for the following schemes have been
signed so far:—

S. No. Scheme Amount Remarks

1. Rehabilitation and development of railways (27-3-52) $ 27-2 million The loan covers purchase of diesel
4 locomotives (76), boilers (12),
carriages (197), wagons (1194),
sleepers (60,000) and workshop
equipment. Part of loan already
drawn,

2. Punjab agricultural machinery project (13-6-1952) ... $3°25 5 The loan covers supply of crawler
tractors (160), wheel tractors (54),
.ancillary equipment, ‘transport
and workshop equipment (one
stationgry and four mobile shops)

for use in Thal Area.

Total ... e $30:45

g 4 0

Loar:s for a number of 6ther projects e.g., thermal statjons, ‘pa'per mill, development of
tele-communications and silos are under hegotiation. ° ) T



APPENDIX No. 27

Proformas prescribed by the Central Planning Commission

A. FORM FOR SUBMISSION OF DEVELOPMENT SCHEMES TO THE PLANNING

‘COMMISSION (P.C.I1)
(Please see the last page for instructions for filling the Proforma)

PART A
I. Serial number of scheme :

II. Name by which scheme will -be known :
HI. Administrative authorities :
(a) Sponsoring Provincial Government|Central Department,
(b) Central Ministry concerned.
IV. Cost and period :
(a) Total estimated cost. (In thousands of rupees).
(b) Estimated period of execution.
V. General descriptiolf of scheme :
VL. Manner of Implementation :
(a) Agency for execution|operation.
(b) How proposed to be financed.
VII. Justification of scheme :
(a) Financial justification.
(b) Economic advantages.
(¢) Other advantages.

VIII. Repercussions of scheme :

PART B
IX: Schedule of work :

(a) Present stage of work.

(b) Proposed dates of commencement|completion of scheme.
(c) Description of phases, if any.

(d) Proposed schedule of work by years, for each phase

X. .Analysis of work involved :
XI. Estimated cost: (In thousands of rupees).

(1) Table No. 1—Expenditure by currencies.

Break up of external expenditure

Internal External .
expenditure expenditure Other Other
in Pak m foreign soft hard
rupees currencies Sterling currencies Dollar currencies
with with
names i names

Remarks

1st Year
2nd Year
3rd Year

4th Year
etc.

Total
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(ii) Table No. 2—Expenditure by main it‘e‘m‘§,

(a) Preliminary expenditure on survey, investigation, etc.

(k) Taand.

(c) Plant and machihéry—(i) Total.
(ii) Local.
(iii} Foreign.

(d) Construction charges— 2h
(i) Labour, by main categories.

(i) Matértal, with bredk up.

(e) Administrative establishment during execution, by main categories.f

(f) Other important items.
(g) Total.

XII. Plant and machinery required :
(a) Requirements-=

L . SEF LY

W ‘Yéar in

: T Prospects of
Name of plant etc. Number Estimated which delivery availabi}ity
required Cost réquired * “and
dsliveries
——— o] s g
- L L D
(b) Arrangements for custody during congtruretion.
(c) Arrangements for maintenance and repairs.
XIIL Structural and construction material required :
. . noghyEs Prospetts of
Name Quantity Estimated Year in which delivFry availability
required <bst i réguired and
. deliveries
1 2 3 4 5

XIV. Other essential requirements :
(a) Land.
(b) Water.
(c¢) Power.
(d) Transport.
(e) Others.



XV. Petrsonnel required during executiofi :

: DE)’?I;CIENCXES
Training arrangements
. proposed for
Category Number Number Foreigners- - Pakistanis
| required locally to he 5 Remarks
available imported
Training Training
abroad locally
.. i
1 2 3 4 6
PART C.

XVI. Raw materials required for operation :

Name

Annual consumption

Source of Supply

lsrospects regarding
availability

1 2 3
XVIL Personnel required for operation:
DEFICIENCIES
Training arrangements
) proposed for Remarks
Category Number Number Foreigners Pakistanis
required locally to be 5
available imported
Training Training
_ abroad locally
1 2 3 4 6
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XVIIL. Recurring expenditure on completion of scheme:
XIX. Financial results:
XX. Marketing of pro@ugts,;

s mern < - )

PART D.

XXI. Details of expert examination:
-~ wemrmee’ (2) By sponsoring! .«Government/Department.
(b) By Central Ministry.
XXIIL Mfscellaneous information:.. .. .. .. .. .. .. .. ..

XXII1. general observations by central‘ ministry concerned :

% *® #* #* *

Instructions for filling form P. C. L

General.

It is requested that serial order given in the proforma should be followed. The
various parts should begin on new pages and separate sheets may he used for important
entries. If such sheets are attached at the end, cross references should be given. Infor-
mation should be given as far as possible and where no data is available, indication
should be given whether and when it would be supplied.

PART A.
1. Serial number of scheme.

This entry will be filled in by tlie Ministry of Economic Affairs (Planning Wing).
All schemes received are brought on to a register and a serial number, in order of
receipt, is given to each scheme. The number Wwill be iddicated in the Memorandum
sulll)mitted to the Planning Commission and in the letter adyising approval to the
scheme.

II. Name by which the schemg will be known.

This should be a brief, but adequate description of the scheme and should be
proceeded by an indication of the sector to which the scheme belongs. The unit
sponsoring the scheme should be indicated in the brackets at the end. The different
sectors of development are :

Agriculture ; Irrigation ; Power ; Industry ; Milgng ;‘Trar}sgort and communi-
cation; Housing and water-supply; Edléation 'ifcluding tethnical
sdileation ; and Health.

Multipurpose projects should be shown under the sector having the largest emphasis.
Typical example -of names are :

(i) Irrigation—Tube-well irrigation in forest areas of Myzaffargarh (Punjab).
(ii) Comingniga,tions—'l‘hird phase of development of brioadcasting (Centre).
L. Administrative authorities.

(a) The name of the Provincial Government or the Central Department (e.g.,
Departrhient of Plant Protection or Posts and Telegraphs Department) sponsoring a
scheme should be given hete.

(b) The name of the Central Ministry administratively concerned with the.
scheme should be given here.
TV. Cost and period.

(a) Give the total cost without any break up.
(b) Give the total period required—reference to particular years is not necessary.
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V. General description of the scheme.
T s o A

Give a general description of the scheme giying primarily its objéctives apd
indicating its origin, nature and scope, lotatioy, été, dhd the facilities hvaitdble ‘E)r
execuiion of the scheme. A map of the area|site showing loca iQél should be attached.
Provide details of the preliminary work done, if ahiy, e.g., sur¥eys’ tartied 'out, pilot
project set up, etc. ~

VI. Manner, of implementation.

(a) Indicate whether the scheme is to be undertaken by a Government Depart-
ment (Central or Provincial) or 4 semi-official ‘agency e.g., Pakistan Industrial Develop-
ment Corporation, a co-operafive body, or priyate enterprise (joint stock coppany or
otﬁerwise). if a Government Department or through contr ctors. In all "cases it
sh}cl)u‘ld beli,naicqted whether private: enterprise has been ‘in erested and if so, with
what results.

(b) Indicate whether expenditure will be met directly by Government (Provin-
cial or Central) and whether budget provision exists. In the case of a RBrovincial
scheme, indicate whether it will be financed out of their own resources or by loan
from the Central Government, etc. If priyate enterprise, whether Goyerpment is
expécted to contribute and if so, to what extent ahd in what form.

VII. Justification of scheme.

Against (a), give the justification of the scheme on the basis of financial results
expected under entry XIX.

Against (b), indicate expected improyement in gconomic conditions e.g., elimina-
tion of dependence, increase in employment, *rise in standard of living etc.

VIII. Repercussions of scheme.

This is an important entry—it is intended to bring out the effect of the scheme
in other sectors of development and the reéquirements, etc., treated therein as a result
of its execution e.g., a large agricultural scheme may need expanded transport facili-
ties. Coordinated planning demands that the conditions generated in all sectors by the
ifiplementation of a scheme should be thought of and provided for.

PART B.
IX. Schedule of work.

] (a) Indicate very briefly what has been done already, keeping in view various
11§éns of work involved vide entry X and give the figure of expenditure glready incur-
réd. ' o

(b) If no defipite data fan be given, indicate after what Period from the date of
approval, execution Will be stdrted|completed. ' '

(c) A very brief description of the variqus stages, if any, in which the sch
would ‘be execuited should be given. 8e% I &Ry, In i ' eme.

@ Ipcijcate in detail the time schedule of completion of each phase and of
various items of work irfcluded in each stage with reference tq entr)} X. This entry is
important to judge the actual progress of work latgr on. o

X. Analysis of work invelved.

This is a most important entry and is intended to secure a descripti
and volun}e) of 911 items of work involved frorp the very beginning'tzgiﬁ)él%gnfﬁaett?gg
oji zﬁe scic}}emclec e.gﬁE %ﬁquisil:ioh of 1211'1(%; ear’chv}fl'oig&{, n;tasonry, instdllation of  'various
plants, eté., ete. e scheme is d phased schenfe, {terns unde :
described in separate parts. 1 SR DAL eagh Bpase should be

If full information cannot be given, data sho furni
If a Project Repdrt has been prepared, it shoul g—lﬁ apq '
details should be given together with pians and ’cﬁ‘

shed as far as pdssible.
be aftached. QOtherwise the fullest
awings, etc.

*Against (c) indicate other advantages, prothotioa of réséarch, strengtliening of defence, stratigus value, eic., etc
- ] .y .
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In the case of the following types of schemes, the specific points indicated against
each should be covered by the details furnished :

A. Agriculture and irrigation schemes.

(i) Provide details of the present agricultural practice in the area to be.
irrigated, giving the average acreage planted per year in each of the
crops grown, average yield per acre, and average gross and net income
to farmers per acre from each crop. Give comparable estimates, indicat-
ing basis therefor, for the allocation of areas to various crops and the
yields of each after completion of the scheme,.

(ii) Provide information on topographical surveys and water availability:
In the case of pumping systems provide information on geological forma-
tion and data on existing pumping installations, it any, referring also to
anticipated fall in the water table. Indicate possible adverse effects
e.g., water logging, salt accumulation, etc.

(iii) Provide complete information on Government revenue estimated to
accrue, such as increase in land taxes, water sales and other income.

(iv) Indicate briefly the land tenure systems in the areas to be covered and
the various costs and charges payable by cultivators.

B. Industrial schemes.
(i) Indicate operating expenses and revenue of similar industrial units in
existence within the country, or in India.

(ii) State the terms and conditions of the managing agency proposed for the
operation of the proposed industrial units. ’

(iii) Indicate whether power required will be purchased from an existing
source or a plant set up as part of the scheme, and state the effect on
production costs.

(iv) Indicate extent, type and cost of residential accommodation required,
available, and proposed to be built, for essential key personnel required
for the scheme.

(v) Indicate the suitability of the particular location from point of view of
climate, availability of labour, power, transport, etc., proximity of markets.
Bring out advantages over other possible sites.

C. Power schemes.

(i) Provide a detailed market analysis broken down by categories, such as
domestic consumption, public lighting, industrial requirements, agricul-
tural needs, etc. Provide statistics of actual consumption covering the
gaft_ 1three years and also prospects for the next five years, in the same

etail.

(ii) Provide information regarding existing and proposed electric rates for
the various categories mentioned above.

(iii) In the case of hydro-electric stations, provide information available on
topographical surveys and water availability. For steam stations, pro-
vide information regarding the type of fuel to be used and its availability.
Fuel consumption and plant efficiency should also be indicated.

(iv) Provide details of estimated production cost at various loads on the station.
Provide also, if possible, estimated daily and annual load surveys on indi-
vidual stations.

XF¥. Estimated cost:

i Under rljab_le No. 1, give as accuratc estimates as possible, on the basis of expecta-
tions or negotiations already carried out, which should be referred to in the ¢ Remarks’
column. The distribution over years should be according to financial years.

Under Table No. 2, give expenditure expected to be incurred on the main items
comprising the scheme. The columns may be modified or supplemented in view of the
actual nature of the scheme, so that all important items are covered. In schemes (e.q
agricultural) involving large expenditure of a recurring character (i.e., on establish-
ment, etc.), this should be clearly brought out so that expenditure of a capital nature can
be distinguished.
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XIl..Blant and. machinery. required :

(a) This is self-explanatory ; all main. items of plant and machinery should be
covered.

_ (b)i The sites for instalation may not be ready in- time and equipment must be
i proteeted| against deterioration. Indicate arrangements proposed.

(¢) This is important. To ensure full life for the equipment used, during construc-
tion as well as operation, mainténance arrangements must be adequate and efficient.
Describe whidt they are—whether part of the scheme or otherwise.

XIIE. Structural and construction’ material required :

This is self-explanatory ; all main items should be covered.

X1V Other essentiak requirements ;

Please indicate in respect of the items named and others necessary for the success
of the scheme, the facilities available. If not already available, indicate how and when

they will be provided and whether the operation of the scheme will not be upset if there
is delay.

XV. Personnel required during execution :

This is intended to cover all categories of staff e.g., unskilled labour, semi-
skilled labour, skilled labour, technical supervisory staff, specialists and experts and
managerial staff. Apart from the table, bring out in narrative form the aétual avail-
ability of necessary “ know how ” and details of the arrangements proposed to meet difi-
ciencies. TFacilities are available for training abroad of technicians etc., and import of
foreign experts under various Technical Assistance Programmes. If utilization of these
facilities is required, exact requirements should be indicated.

PART C.

XVI. Raw materials required for operation :

This is intended to cover all basic materials required for use after completion of the
scheme. ;

XVII. Personnel required for operation :

This entry is supplementary to entry XV and should show only personnel require

for operation, apart from that required for execution and available subsequently for
operation. N N

XVIIL Recurring expenditure on completion of scheme :

Provide information on the recurring expenditure (working ca .i‘cal required &mn
completion of the scheme broken up by staff, raw material, etc. g capifal) req '

XIX. Financial results :
Give a statistical analysis of :

(a) Production Costs.—of all main ‘items to be produced. Cost of raw mate-.
rials, direct labour, other operating expenses, overhead staff etc., should be
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computed and cost per unit indicated. In the case of industrial schemes,
the following table should be adopted and after listing various items
produced, totals should be given for the whole scheme :

| Cost per unit | Current market price Total revenue | Estimated
per unit at profit
Total - : ——
cost |
. of Distri- | Total | No. of Imported Indi- Import- As As
Description | produc- |bution cost units Cost | Indi-- genous ed com- com-
of item tion and (2 to be per genous mar- | CIF pared pared
produced incl. |selling plus | produc-| unit : ket | price. to to
all expen- 3) ed CIF | Landed| price indi- | import-
over- | diture price cost genous | ed
heads
1 2 3 4 5 6 7 8 9 10 11 12 13

(b) Productivity.—The return over the investment made should be computed,
keeping in view the gross revenue on the basis of total production expect-
ed, working expenses and other charges e.g., depreciation, interest etc.,
marketable price and net revenue. Percentage of yield on capital cost
should be indicated.

(c) Effect on foreign exchange.—Net increased earnings or savings of foreign
exchange should be computed on the basis of surplus available for export
or reduction in existing imports.

(d) Increase in national income.—The total effect of execution of scheme in its
own and other sectors of economy should be assessed.

(e) Increase in Government revenues.—The effect, if any, on the revenues of
the Government (separately for Provincial and Central) by way of land
revenue, excise duty, sales tax, incometax exportjimport duties, etc.,
should be assessed as far as possible.

XX. Marketing of Products:

Indicate the international prices of the products as also prices prevailing within
the country and their bearing on marketing. Compare with production costs and bring
out clearly the prospects of marketing showing the likely markets for the products and
the_lalg'langements existing or intended for marketing, as also the transport facilities
available.

PART D.

XXI. Details of expert examination :

(a) Against this, give details of the technical and other examination made of the
scheme-—the names and status (designation and qualifications) of experts, the extent -of
scrutiny done and the findings given. Give full history of the expert examination to-
gether with the final expert opinion. If no expert examination has been considered
necessary by the sponsoring Government Department, reasons for it may be given.

(b) Similar details about expert examination made, if any, after the sch
been initiated, should be given. If no further examination isy considered qcn:g;gsil: .
reasons for it should be given. ¥s

XXII. Miscellaneous information :

Against this give any other information required to enable ful : iati
balanced consideration of scheme. . ¢ full appreciation and
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XXI1I. General observations by Central Ministry concerned :

This should incorporate the views of the Central Ministry concerned on various
features of the scheme. A separate sheet may be used for the purpose. Reference
should be made to similar schemes which may have been approved previously or which
may be in operation and experience gained therein should be mentioned.

(Source : Ministry of Economic Affairs.)
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APPENDIX No.-27.—coritd.

‘B. FORM FOR SUBMISSION OF PROGRESS REPORTS ON DEVELOPMENT
PROJECT (P. C. III).

(Please see the last page for instructions for filling the form)

Note—The Report is required to reach the Ministry of Economic Affairs within
21 days of the close of the period.

L Serial No. of project:

II. Name of project:
IIL. Report for quarter ended 31 Mar.|30 June|30 Sep.]31 Dec. 195

IV. No. and date of sanction letters:

(a) of Ministry of Economic Affairs conveying approval of Economic Council ;
(b) of Central Ministry|Provincial Government conveying detailed sanction.

V. Administrative authorities:
(a) Sponsoring Provincial Government|Central Department.
(b) Central Ministry concerned.

VI. Executive organisation :
(a) Authority initiating report.
(b) Officials incharge of project.

VII. Cost of project: (In lakhs of rupees).
(i) Table No. 1.—Total Cost:

(a) As approved by Economic Council.
(b) Revised estimate, if any.
(c) Reasons for change in estimated cost.

(d) Action taken to regularise change, if necessary.

(ii) Table No. 2.—Actual expenditure :

Amount of sanctions issued Actual expenditure
authorising expenditure up-to-date Commitments made
Total Internal | External Total ’ Internal External Total ‘ Internal External

VIII. Progress of work :

(a) Date of approval of project by Economic Cauncil.

(b) Date of detailed sanction of project.
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(c) Date of commencement.
(d) Reason for interval -between (b) and (c), if long.
(e) Progress made :—

Whether according to
Item Sinee last Since: schedule and reasons
report commnecement for delay or otherwise

(i) Preparation of detailed plans, specifications,
estimates, etc. ...

(if) Purchase.of machinery and other equipment ...
(iif).Arrangements for construction material
(iv) Signing of contracts, if any

(v) Storage and maintenance of machinery, etc, ...

@)-Wotk .at .site, building, installation of
machinery, ¢tc. ...

IX. General assessment of progress:

X. Reasons for delays and difficulties and suggestions for removal:
XI. Changes made in plans, objectives, etc., if any:

X1 “Recruitment :and- training of staff :

XIII. . General observations by Central Ministry :

INSTRUCTIONS FOR FILLING FORM P. C. IIL

General.—In making.entries, reference should be made constantly to the Form.P.C. L
-submitted tothe Planning Commission to secure sanction of the project and information
should. be given in relation to what was stated therein under relevant items. In order
that progress reports may prove of real value, it is essential that they must reach the
Ministry -of tEconomic Affairs within 21 days of the close of the period to which they
relate.

Accordingly, the authority initiating the report must start its compilation imme-
diately .after d¢he close of the period. Additional sheets should be attached where re-
.quired,. indicating this clearly against the relevant entry and giving reference to that
eniry on the top of the extra sheet. .

I. Serial No. of project:

This ;would_be the Serjal Number given to the scheme by the Ministry of
Economic Affairs and advised in the letter conveying approval.

II. Name of project:

This should be the name as finally given in the letter conveying approval.
IIL. Perjod under report: ¢

Cross out the period not applicable and fill in the year.
IV. No. and date_of sanction. Jetter :

* (8)"Self-explanatory. This letter is addressed to the Central Ministry concern-
ed while actual_ sanctions are issued by the Central Ministry itself or Provincial Gov-
ernment accordingly as the scheme is a Central or Provincial scheme,

(b) Copies of the letter|letters issued during the period should be attached.
V. Administrative authorities:

Self-explanatory. Please see instructions for P.C.I.
VI. Executive organisation :

(a) This should be the name of the office|organisation i i i
execution of project. lorg lon immediately in charge of
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(b) The name of the head and other important executive officers, if any, should
be given and changes during the period under review indicated with dates.

Vil Cost of project:

(i) The entries are self-explanatory. If there is a material change in estimate
(of Rules of Procedure), a fresh P. C. I. will have to be submitted to the Planning
Commission. !

(ii) In this table, fill in the relevant amounts up-to-date i.e., up to the end of the
period under report.

VIIL Progress of work:

(a) This may be the date of letter from Ministry of Economic Affairs.

(b) This will be date of first letter of the Central Ministry|Provincial Gov-
ernment conveying detailed sanction.

(c) & (d) Self-explanatory.

(e) This is intended to give the fullest information about actual progress
and concrete facts should be given rather than vague statements made.
For example, against (ii) bring out whether tenders invited through D.
G. 8. & D., or otherwise, whether orders placed, whether all or part of
equipment (and which) received, etc., etc.

IX. General assessment of progress:

Describe briefly the stage reached in various directions bringing out progress on
major items of work vide Entry X “ Analysis of Work ” in Form P.C.I. Indicate con-
crete results achieved, if any. If any portions of the work have been completed in-
dicate their productivity. Has there been a change in the expected date of completion
and if so, why ?

X. Reasons for delays and difficulties and suggestions for removal :

Self-explanatory. Bring out delays with reference to scheduled expectations e.g.,
orders not placed by D. G. S. & D., equipment not available, long delivery periods
quoted, technical personnel difficult to get, etc. Difficulties and special measures call-
ed for may be brought to the notice of the Planning Commission at any time.

X1I. Changes made in plans, objectives etc., if any:

. If in the course of execution it has been found necessary to change plans or
prectlves, they should be reported to the Planning Commission even if the total cost
is not increased.

XII. Recruitment and training of staff:

Describe briefly the measures taken to recruit and train staff required in various
categories and the success achieved. If the requirements have been reassessed, the
revised figures should be given. ’

XIII. General observations by Central Ministry :

This will include a general criticism of the progress and acti i
reference e ety B progress ction contemplated with

(Source: Ministry of Economic Affairs)
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APPENDIX No. 27.—contd.

C. FORM FOR SUBMISSION OF COMPLETION REPORTS ON DEVELOPMENT PRO-
JECTS (FORM P. C. 1V) (PLEASE SEE THE LAST PAGE FOR INSTRUCTIONS
FOR FILLING THE FORM)

Note: The Report is required to reach the Ministry of Economic Affairs within six
months of the completion of the Projects.

1. Serial No. .of project:
II. Name of project:
III, No. and date of sanction letters:

(a) of Ministry of Economic Affairs conveying approval of Economic
Council.

(b) of Central Ministry[Provincial Government conveying detailed sanction.

IV. Administrative authorities:

(a) Sponsoring Provincial GovernmentiCentral Deptt.
(b) Central Ministry concerned. ’

V. Executive organisation :
(a) Authority initiating Report.
(b) Official in charge of Project,

VI Review of cost: (in lakhs of rupees)

(i) Table No. 1.—Total cost.
(a) As originally approved by Economic Council.
(b) Final revised estimate, if any.
(c) Difference in original and revised cost.
(d) Reasons for change in estimated cost.
(e) Action taken to regularise change, if necessary.
(ii) Table No. 2.—Expenditure by currencies.

Break up of external.expenditure

Other soft Other non-
Total Internal External Ster- carrencies Dollar dollar
ling with currencies
names with
names

As originally estimated
Actually incurred ...

Reasons for difference

VII. Changes made in plans, objectives etc., of project, if any:

VIII. Review of progress made :

(a) Date of approval of Project by Economic Council.
(b) Date of detailed sanction of project.

(c) Reasons for interval between (a) and (b), if large.

(d) Date of commencement.

(e) Reasons for interval between (b) and (d), if large.

(f) Period for completion estimated originally.
(g) Period actually taken for completion.

(h) Reasons for difference between (f) and (g), if large.
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IX. Any portion of work yet uncompleted :
X. Personnel employed’ during execution:

No. obtained Arrangement made
Category No. locally ¢ for tire rsst:

XI. Delays and difficulties experienced and suggestions for the future:
(a2) I"ﬂ\festig*ét‘io‘n and designing of project.
(b) Obtaining machinery and equipment.
(c) Obtaining other materials.
(d) Recruiting staff. .
XII. Changes in justification of project:
(a) Financial justification.
(b) Economic justification.
(¢) Other advantages.
XIII. Review of estimate of recurring expenditute :

XIV. Review of estimate of financial results :
XV. Availability of personnel for operation :

Number Number Number Arrangement
required required available made for
Category as now locally the rest
estimated
originally

XVIL Arrangements for maintenance of plant and machinery:
XVII. Axrrangements made for marketing :

XVIII. Difficulties expected in operation, if any:

XIX. Repercussions of scheme :

XX. General observations by Central Ministry :

INSTRUCTIONS FOR FILLING FORM P. C. IV.

Instructions for filling form P. C. 1. and form P.C. III will apply, mutatis
mutandis, except as indicated below. Entries are otherwise self-explanatory. Refer-
ence should be made constantly to form P. C. 1. submitted to the Planning Commission
to secure sanction of the project and information should be given in relation to what
was stated therein under relevant items.

1L, No. and date of sanction letter:
Under (b), give reference to all the letters of sanction issued from time to time.
V. Executive Organisation :

‘ Under (b), give a list with dates of the executive officers who remained in
charge of the execution of the project.

(Source : Ministry of Economic Affairs).
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APPENDIX No. 28
SOME MONETARY STATISTICS

A. Statement of affairs of the State Bank of Pakistan.

() ISSUE DEPARTMENT

(In lakhs of rupees),

July 30, Dec. 31, Dec. 30, Dec. 29, Dec. 28, Dec. 26,
1948 1948 1949 1950 1951 1952
o Liabilities.
(1)} Notzs held in the Banking 5,93 2,35 3,19 5,74 6,23 4,80
Department.
(2) Notes in Circulation 70,06 -1,67,36 1,70,69 1,92,51 2,35,10 2,00,82
(3) Total Notes Issued ... 75,99 1,69,71 1,73,88 1,98,25 2,41,33 2,05,62
Assets.
(1) Gold and Silver (Bullion and
Coin)—
(@) In hand 2,02 4,21. 4,21 4,21 7,91
(5) Held with the Reserve Bank 1,70 19 19 19 19 19
of India. ’
ToraL ... 1,70 2,21 4,40 4,40 4,40 8,10
(2) Sterling and Other forcign
securities (including Securities
of the Government of India):— )
(a) In hand 72,26 89,17 80,39 1,24,23 51,15
(b) Held with the Reserve Bank 48,22 5,41 5,41 3,76 3,76 3,76
of India. . .
ToTAL 48,22 71,67 94,58 84,15 1,27,99 54,91

(3) Indian Notes representing 22,07 81,44 43,17 29,99 29,99 29,99

Assetsrecoverable from Reserve
Bank of India.

(4) Rupee Coin—

(a) In hand . 2,35 1,85 4,96 4,32 2,15 6,46
(b) Held with Reserve Bank of 1,66 1,55 30 30 30 30
ToTAL ... 4,01 3,40 526 4,62 2,45 6,76

(5) Government  of  Pakistan 5,00 26,47 75,10 76,05 1,05,86

Securities.
(6) Internal Bills of Exchange and
other commercial papers.
(7) Percentage of Gold, Silver 94,70 95,05 81,75 . 59,79 67,29 45,23
sterling-securities and approved
foreign exchange to total note
issued. -
(i7) BANKING DEPARTMENT
i July 30, Dec. 31, Dec. 31, Dec. 29, Dec. 28, Dec. 26,
1948 1948 1949 1950 1951 1952
Liabilities. .

1. Government Deposits 72,41 98,64 59,30 67,28 63,61 38,56

2. Bank Deposits .. 28,48 14,70 21,87 10,00 14,75 10,13

3. Other Deposits (including 8,92 6,81 6,45 5,89 8,50 7,47
Bills payable and other !
Liabilities).

4. Total Deposits 1,09,81 1,20,15 87,62 83,17 86,86 56,16

Assets.

5. Assets in the Banking De- 5,94 2,37 3,22 5,74 6,23 4.80
partment in the Form of ’
Notes, Rupee Coins and other
subsidiary Coins.

6. Balances held abroad 1,02,53 99,34 46,87 44,22 43,99 *

7. Loans and Advances to Gov- 6 37 5 5 15,25
.ernments. . .

8. Bills purchased and dis- 12,20 10,48 10,51 9,89 32
counted, . .

9. Investments and other Loans 2,80 8,33 33,05 28,65 32,69 41,31
and Advances (includirig other i . ’
Assets).

* Balances held abroad are no longer reported separately in State Bank return.
. (Source : S. B. P)
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B. CURRENCY IN CIRCULATION.

(In lakhs of rupees.)

Months 1949 1950 1951 1952
January 1,81,87 1,78,53 2,15,12 2,54,71
February 1,82,74 1,80,01 2,21,06 2,44,54
March 1,79,43 1,81,59 2,20,01 2,36,89
April 1,76,44 1,82,28 2,15,47 2,33,58
May 1,73,33 1,79,88 2,08,83 2,24,87
June 1,72,56 1,74,76 2,02,98 2,23,83
July ; 1,71,08 1,72,67 1,99,01 2,10,06
August 1,69,17 1,71,50 2,04,69 2,04,86
September .o 1,74,91 1,70,06 2,09,97 2,03,46*
October . 1,67,09 1,76,07 2,17,47 2,07,29*
November 1,66,95 1,85,98 2,33,33 2,11,38*
December 1,73,94 1,99,19 2,46,74 2,14,52¢%

* Provisional.

(Source: S. B. P.)

(Mid-month quotations.)

C. RATES OF INTEREST.

(i)—Inter-bank call money rates at Karachi.

Months 1949 1950 1951 1952
Janvary 1/2% 11/2% t02% 2112% t0o23/4%
February 1/4% 1% 2% 21/a%
March . 1/4% 1% 13/4% to2% 13/4%t0o2%
April . 1/4% 1% 13/4%5017/8% 2%
May . 1/2% 1/2% 1% to13% 2%
June 1/2% 1/4% 1/4% 13/4% t02%
July 1/2% 1/4% to 13% 1/4% 13/4% t021/4%
August 1/2% 1% 1/4% 17/8%
September 12% 1% 1/4% 2% 102 1/4%
October e 1/2% 10 3/4%;, 1%to11/4% 1/4% 21/4%t021/2%
November 1/2% 11/2% t02% 3/4% 2% t021)2%
December 1/2% 11/2% t02% 11)2%t02% 2% to 2 1/4%
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(iiy—Banker’s deposit rate at Karachi.

1st July 1948— 30th June 1952—31st December 1952
29th June 1952. (as agreed by the Associated Exchange
. Banks of Karachi.)

1. Money at call 1/4%
2. Money subject to 7 days notice ... 11/2%
3. From one month to within 3 months 2%

4. From 3 months to within 12 months 11729
5. 6 months fixed deposit ... 1/29

6. 1 year fixed deposit 11/4% 2%

(Source: S. B. P.)

(iiiy—State Bank of Pakistan rate of interest.

State Bank of Pakistan rate of interest of 39 has remained unchanged since 1st July 1948, the date when the Bank
came into being

D. CLEARING HOUSE RETURNS

(Karachi, Lahore, Dacca, Narayanganj and Chittagong.)
' (In lakhs of rupees.)

Year Number Amount
1949 ... 10,36,760 401
1950 13,53,691 551
1951 15,22,307 661
1952 17,85,778* 624*
* Provisional. (Source: S. B. P.)
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APPENDIX No. 29.
Note by Mr. Zahid Hussain on the establishment of Futures Commodity Markets.

1. Stability in our commodity markets is one of our pressing needs. One of the
recognised means of imparting stability lies in a well-regulated and smoothly functioning
futures market. The question of establishing such a market for cotton has been the
subject of controversy in Pakistan, and there is an obvious need of authoritative pro-
nouncements on this subject. The rapid development af mill industry makes it an
urgent issue and there is sufficient reason for dealing with it fully here.

2. A well organised Commodity Exchange should provide for members and for
non-members acting through members, two separate markets : (1) ‘Cash or Spot Market,
and (2) the Futures Market. In the cash market, it is expected that operations will be
restricted to actual sale (or purchase) of a commodity and its delivery in accordance
with the terms of the contracts. This will : involve delivery to the buyer of the amount
and specific quality of commodity purchased or stated in the contract. In the futures
market, on the other hand, buying and selling occurs in terms of contract calling for
delivery of a specified ‘quality of the commodity at a specified date. When the customer
places the order to buy or sell a contract, he may or may not expect to take or make

‘delivery, but the assumption is that delivery will be made. At least, the customer must

be prepared to take or make delivery. In actual practice, futures contracts are bought
with the expectation that futures contracts will be sold before the end of the month
specified in the contract. In fact, trading in future contract usually is dealt in by busi-
nessmen as a price protection device, known as the “ hedge ” and not for the purpose of
acquiring commodities.

3. Since the essential purpose of the ‘ hedge’ is to secure protection against random
fluctuations of prices, the method of operation is to match the purchases and sales in two
markets, under the assumption that price movements in the two markets will take place
in the same direction and to the same extent. In other words, a perfect hedge pre-
supposes that price movements in the cash and futures markets are so tied together that
price advances and declines occur practically simultaneously and in the same magnitude.
Otherwise, full protection against <unforeseeh price movements is not available.
Ordinarily, price movements in the cash and futures markets are seldom exactly parallel.
Nevertheless, the divergence is seldom so great as to invalidate the value of the ‘ hedge’.

4. It should be understood that operations under the hedge contract do not
eliminate market risks ; these risks are merely transferred to -and are assumed by those
who are willing to buy from and sell to businessmen who deal in hedge contracts. The
hedge markets have been built up and operate on the theory that since some one must
assume the risks of price fluctuations they can best be transferred to the specialist in
assuming risks, ie., the market traders or speculaters who earn their profits from
successful forecasting of future price movements. In the absence of hedge markets
the risks have to be borne by the trader and manufacturer.

5. There are certain recognised benefits which ordinarily flow from the operation of
a commodity exchange which provides facilities for the future contracts :—

(a) Futures contracts make possible short selling which tends to reduce price
fluctuations and to create more market stability. While short selling
influence directly only the price of futures, the weakness in futures affects
spot prices, since there is a tendency for spot and futures prices to move
together. As a consequence, the peak is taken off the rise in spot prices.
Moreover, as prices decline, there is a tendency for short sales to be covered
checking or reversing the trends in both futures and spot prices.

(b) As businessmen and manufacturers reduce the risks of price fluctuations
through hedge contracts, they become better credit risk. Hence, access to
bank credit becomes easier and often it is obtainable at lower rates.
Likewise, it is usually feasible to operate on narrower collateral margins.

(c) The futures market facilitates the equalisation of prices between markets.

(d) It facilitates planning through indications as to future trends of prices to
manufacturers, middlemen, farmers and consumers.

(e) It encourages the wide dissemination of information about market prices
and the supply of and demand for the commodity.
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6. In Pakistan, the need for a Futures Market, specially in cotton, is urgent for the Need for
following reasons :—

Futures
Markets

(a) The entire cotton trade from growers’ sale to the export commitment is in Pakistan.

(b)

()

A(d)

subject to considerable risk. Whether the tradgr at any point in the
marketing process wishes to speculate or not, he is compelled to do so and
cannot confine himself to genuine business and to the profit margins avail-
able in genuine business. The grower is unable to protect hlmsg.*lf against
undue fluctuations in prices between the planting and marketing of the
crop, and is almost entirely at the mercy of the ginner. The ginner who
buys kapas at a certain level of prices must assume a risk during the
period that the cotton is being ginned and is likewise at the mercy of the
spot merchant at Karachi. The export house also must take the risk of
price fluctuations during the period when sales are being consummated.
Generally, the carriage of the extra risk means that higher profit margins
were necessary at every stage. Since the grower is the weakest element
in the entire structure, the profit-margins come out of the price of kapas
which he is compelled to sell at lower prices than conditions would other-
wise warrant.

At the present time there is no quality-basis to the trade and a ginner has
little incentive, if not a positive disincentive to ginn clean cotton. The
definition of the standards and grades under the hedge contract would
mean that any cotton that did not meet the required standard could be
rejected for the purpose of the contract.

A hedge contract would arrest the present tendency for a decline in the
market to become cumulative if foreign demand is inactive for any length
of time. At the present time the more prices fall. the greater is the dump-
ing on the market as weak holders are required to sell 'when banks ask
for additional margins. Moreover, the pressure of up-country arrivals at
certain veriods in the season periodically creates weakness and instability
and decline at such a period could easily deteriorate into a rout. A futures
market would discount the pressure of arrival much .earlier through lower
quotations and the spot market would have a sufficient time to adjust
itself gradually to the lower level of prices. In general terms a hedge
contract would mean that the initial shock of a decline would be taken
almost entirely by the futures section of the market. But as future
quotations .fell, the greater would be the difference between the contract
and the settlement price and to that extent the trader would be compen-
sated on the difference what he lost on the price. The spot market would
thus be partly insulated from the full rigours of crisis.

A hedge contract is very necessary for the growing textile mill industry.
At the present time the mills in the interior have no choice but to purchase
their entire requirements of the year within a narrow period when cotton
is available in the interior. Anv postponement would mean that the best
quality might be taken up by the export houses or the cotton would be
consigned for sale to Karachi. Thus the mills are required to speculate
on the possibility that the prices would not fall and to incur crippling
losses if such a fall actually occurs as happened in the 1951-52 season and
again in the earlier part of the 1952-53 season.

7. However, some difficulties are felt in running a Futures Warket. They are dis-
cussed below :—

Foreign financial interests, possessing large resources and able to operate
on future markets for the same commodity in their country would be in a
position, if they so desired, to depress the markets in Pakistan. Thev could
build up heavy speculative short positions and hammer- the market by
selling at continuously lower quotations for future deliveries. As the
time for meeting the contracts approached, they would reverse and pur-
chase contracts. If prices had risen in the meantime, they would have to
meet the difference between the contracted sale and purchase prices. But
this contingency could very well be ‘hedged’ through simultaneous
opposite movements on the Futures exchange in their own country. At
the time they were sellers of future contracts in the Pakistan market they
would be nurchasers of contracts for the same maturity in their own
markets. If prices rose—and they would be assumed to rise both in
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Pakistan and their own country they would be recipients of funds in their
country at the time of closing in their purchase commitments so that the
scheme of depressing the Pakistan market would be apparently riskless.
On the other hand, if prices fell at Karachi, and in the foreign market, the
profits in the former would be offset in the latter. It is assumed for the
sake of argument that foreign interests would work on a no-profit-no-loss
basis, but with the objectives of depressing our markets without prospects
of profit. This is by no means an entirely realistic assumption, because
there are few if any who are financially able or would be willing to
assume risks without hope of profits. Further, it would be appropriate
to examine whether the hedge could ever be a perfect one, ie, that it
would eliminate all possibilities of making loss.

8. The following considerations seem to point to the contrary :—

(a)

(b)

(c)

(d)

(e)

€9

It must be remembered that operators are generally very volatile in their
reactions, and the futures markets would therefore tend to react very
sharply when foreign interest reserved their position as the time came
for closing their contracts in both markets. For example, when they
entered the Pakistan market to purchase contracts, the market rates might
well become nominal ‘and a sharp rise in quotations may follow. On the
other hand, in their country, the market could break sharply as operators
reversed and began to sell. In other words, any profits which were in
prospect as a consequence of a successful depression of the Pakistan market
would be cut into by the sharp rise in quotations. Moreover, their losses
in the foreign market would be increased as prices fell sharply on their
entry into the market as sellers. This would be the more likely as such
interests would in any case be assumed to be powerful business houses
who alone could be expected to indulge in transactions involving the possi-
bility of large payments for purely speculative reasons.

It would not be possible for any operator, however, bearish, to depress
prices far below competitive world parity levels except possibly for very
short periods. Foreign demand would be attracted to this market and
thus tend to get a floor below which prices could not fall. It must be
remembered that arbitrage on futures markets by operators working on
a world-wide basis is an accepted method of keeping prices in all world
cotton markets in line and if the tactics of foreign operators in Pakistani
market brought about such parity it could hardly be considered an entirely
undesirable influence.

Any tendency for our markets to become relatively more depressed would
immediately make it profitable for foreign firms with world-wide connec-
tions to operate in foreign markets bv selling forward and covering in the
Pakistan market. In other words, the entire operation could work both
ways.

The ‘hedge ’ would never be perfect since it would generally be necessary
to transfer funds between the two countries through black markets, where
the free exchange rate may fluctuate widely. For instance, assuming a
free rate of Rs. 100 (P) =Rs. 100 (1), any large scale repatriation of rofits
earned in Pakistan would result in carrying the rate against the Pakistan
rupee further and thus bring a smaller quantity of India rupees than
necessary to meet the losses in India. This.risk however, could be mini-
mised to the extent Indian interests were able to obtain advance agree-
ment lgcn rate of exchange from some small Pakistani traders against cash
support.

Since the two markets are in different countries, there may well be
different reactions to changing internal conditions and economic policies,
Whﬁch may entirely upset calculations and render the entire operation a
risky one.

Any deliberate attempt to build up a speculative short position by
selling forward could be detected. It could be laid down, for example,
that no person could hold & sveculative short or long position
beyond a certain maximum. On April 2, 1947, the Commodity Exchange
Commission in the U.S.A. issued an order limiting the maximum net long
or short speculative position which any one person could hold or control
to 30,000 bales in any one future, or in all futures combined.
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(g) Severe measures could also be taken against chronically bearish operators,
extending to the cancellation of their registration of brokers through
whom they operate. Meanwhile other sareguards could also be worked
out. For example the registration of operators could be suspended on
suspicion.

9. There is wide spread ignorance about the implications of the hedge contract ignorance of
over large areas of the cotton trace. The grower is far too uninformed, if not illiterate to the working
be able to make use of the facilities. Similarly the traders and the ginners in the interior 9 Futures
have little or no knowledge of its operations. Among the export houses it is only the Markets:
large foreign firms which have some knowledge and experience. The remaining export
houses are Pakistani who have entered the trade after the partition. Similarly almost
all the traders and commission agents in the interior are new entrants and are similarly
ignorant. The present system, it may be argued, had worked well enough during the
past four years and there is little justification for changing it at the present stage. We
should bear in mind that the institution of a Futures market would itself be a most
powerful factor in educating the trade to its use and education is unlikely to take place
until a fu’cul(*fs markets is established. A supplementary education campaign could also
be conducted.

10. It can be argued against the hedge contract that speculative tendencies would Speculation.
acquire even greater scope. At present those who take the risks at least have their eyes
open to the risks they assume. A hedge contract would invite into the business a class
ot individuals and firms who have little or no knowledge of the trade and the economies
of cotton and who re-prepared merely to take the speculators’ risk in the hope of making
a large profit. The trade therefore would be open to even greater risks. This would
make the possibility of defaults greater rather than less. Such speculators also could
make it more difficult to appreciate and assess the mind and conditions of the market.
Against this it must be pointed out as noted earlier, that everybody in the cotton trade
today is a speculator. Moreover, the establishment of a clearing house and the necessity
to meet the settlement difference, week by week, or at shorter intervals if desirable
would considerably discourage speculation. At the present time, a trader can postpone
meeting his commitment on forward contract for at least a month or more. Moreover,
stringent regulations could be laid down by legislation which would restrict ability to
build up purely speculative positions.

11. The need to provide the difference when prices rise would mean an additional Financial
strain on the finance of the cotton trader and the ginner. At the present time many of aspect.
them are finding it difficult to obtain adequate financial assistance. This would mean
that they would have even less ability to obtain finance for meeting the difference. This
would lead inevitably to the disappearance of many of the small operators who would
be swallowed up by bigger operators with better banking connections and therefore
greater ability to obtain the finance for this purpose. On the other hand, the banks
would have a better security when the cotton or kapas pledged with them is covered by
hedge contract. If the cotton hedged any loss sustained by a decline in price is
offset by the profit from the hedge sale. The bank would be able to offer much higher
advances and to retain much lower margins than is necessary at the present time. It
may be pointed out that in most countries with hedge facilities, no bank was prepared
to advance against cotton unless the same had been covered by a hedge. Moreover,
Banks could be given representation on the Board of the Cotton Exchange, thus giving
them a more close and intimate picture of changing trade attitude and psychology.

12. It is argued that the Pakistan crop at an average 13 million bales, is not large Size of crop.
enough to have a hedge market, which might require a crop of as much as 3 million bales.
It is essential to have a rather large body of speculators. While manufacturers and
dealers operating in the hedge contract, might carry out purchases and sales simulta-
neously, thus matching sales against purchases, this coincidence cannot be relied upon.
There must be continuity of trading in sufficient volume at any time so that substaintial
purchases and sales may be made without causing the market to move substantially
higher or lower. The market must have body; it cannot be ‘thin’. In other words
any buyer or seller should be able to enter the market at any time and complete a tran-
saction at substantially the same price as that prevailing at the time the order is entered.
This type of market can be maintained only through the operations of a body of specula-
tors who stand ready to buy on small recessions and to sell on small advances. It was
feared that a small crop would not permit the market to have ‘body’ in this sense.
Moreover, it was feared that between May and September, supplies might dwindle so
rapjdly as to permit various unhealthy manipulation such as ‘corners’ or ‘squeezes’.
On the other hand ; there is good reason to believe that the present strength of brokers
would easily be large enough to provide ‘body’ with even a small crop. Moreover
variong regulations could effectively guard against unhealthy practices. '
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13. The present spot cotton market at Karachi is not really a Ready Exchange.
Unless a well developed and active spot market existed, operators would not be able to
acquire or sell cotton on the spot market at fairly stable prices at any moment. In other
words, it would not be possiple to consummate transactions in both spot and futures
market at the same time and without undue fluctuations, so that there would be no
real hedge. However, steps could be taken to re-organize the present market so as to
achieve the minimum degree of facilities. In this connection, special attention had to
be directed to storage.

14. The introduction of a futures market would not be possible without effective
standardization of types and grades which would enable the ‘ basis’ to be determined and
the ‘tenderable’ qualities’ laid down, with the ‘off’ and ‘on’ margins. At the present
time, there was hardly any quality-classification available and it would probably take
some years and considerable improvements in the uniform application of correct cultiva-
tion and ginning techniques before a workable classification would be available. This
problem could be tackled by having a sufficiently large number of grades for each
standard and by having a reasonably wide range of ‘tenderable’ qualities. On this
basis, a workable classification could be worked out without undue delay.

15. The successful operation of a Hedge Market required highly speecialised skills
on the part of operators. It was essential that they should be well informed, follow
market irends closely and were willing to take a position on either side of the market,
as conditions warranted. Moreover, the operators in such a market would have to possess
good financial resources and be financially responsible even though some form of a
Clearing Association were in operation. Neither the skills nor the financial integrity
were as yet present in the trade. Business morality is reported not to be high at present.
If prices go up, the seller does not want to fulfil his commitment to the buyer either in
qguantity or quality. If prices-go down buyers were not willing to fulfil their com-
mitments to sellers in time, quantity, quality or place. A hedge contract requires com-
plete sanctity of contract and the willingness to meet the differences immediately the
settlement price was posted. These difficulties can be overcome in the school of experi-
ence, and minimized by force of law. Both Gevernment and the Exchanges should have
adequate powers to enforce the fulfilment of contracts entered into in good faith. They
must be prepared to deal promptly and effectively with any situation created by un-
scrupulous tactics.

16. To sum up, there were various difficulties that could presumably arise in the
introduction of hedge facilities. Not all these difficulties are likely to be met in practice
anid if met, none will prove fatal. As indicated against each objection, various measures
could be adopted to regulate the market and ensure that the unfavourable influences
are minimised, if not eliminated. Stri¢t Government control will be necessary and its
powers exercised swiftly and with complete integrity in order to achieve results and
disepurage those who are tempted to abuse the facilities of a Hedge Market.

17. The following steps must therefore be taken as soor as the date for establishing
a hedge market in cotton is decided upon : —

(1) An integration of all Government agencies concerned with cotton
marketing must be quickly achieved and such as agency must have com-
plete final powers to deal with any situation. For this purpose, necessary
legislative measures will have to be introduced for regulating the future
market and providing adequate powers,for Government to intervene
swiftly, as and when necessary.

(2y A committee must be appointed to work out suitable standards and grades.

(3) A Ready Cotton Exchange must be established early by suitable changes
in existing arrangements. R

(4) Training arrangements should be made not only for public officials who
would administer the above proposed legislation but also to the existing
brokerage and other firms and operators on the proposed future markets.

(5) Arrangements must be made whereby the purely organisational aspects
of the establishment of the future market would have to be clearly laid
out and executed by the integrated Government agency (proposed above)
and the concerned Association.

(6} An educational programme must be laurnichd, through the media of publi-
cations, to acquaint all elements in the trade with mechanics, benefits and
regulations conrcerning the operationt of ‘ Future’ Exchanges.

(7) An information bureau under capable management must be developed as
a part of the Exchange facilities to provide accurate information about
world wide conditions with respect to cotton.
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APPENDIX No. 30

Note by Mr. Zahid Hussain én stabilisation schexnes for ¢otton ant jute.

1. Sirice commodity Hgreéments ate likely to provide for the supply of Pakistan Internal price
of stipulated quantities within some range of prices, it is neéessary to examine simul- stability :
tanebusly the possibilities of imparting internél prfcg stability to cotton and jute.

However, s¢hemes for ensurifig stability have justification, quite apart from the problem
of Comodity agreements:

2. Any scheme for internal stabilisation of cotton price must take account of the Price fixa
£act that the United Btates holds a dothihating positian with respect to the production
as well a8 export of cotton. Furtherinore, the Umnitéd States has operated a support
programme since 1938 and the American support price is a dependable support level
since it places in fact a floor below the price level df cotton thratighout the world. We
¢ould therefore safely use the American support price of cotton &s & bade for a pro-
gramme of stabilisation. A study of the figures shows that the U.S.A. support prices
do not show vialent variations from year to year; and there Hive been very few occa-
sions on whith the actual market price in the United States has fallen below the sup-
port price even for short-periods. On the contrary, during the last 4 to 5 years, market
Prices have eagily ranged 10 per cent. or thore over the support level. We should pro-
ceed to fix maximium ifiterndl prices each year and in doing so we should take into
account, the American support 1Erice and the difference between the support afid market
priced from Yedr to year in the past. The maximum internal prices for dur cotton
should be fiXed in the beginning of each seéason and must remain fixed throughout the
geasdfis. The U.S:A. support priceg are announced in August every year and are not
alterable during the season. In fixifg our prices we should take into atcount tHe total
wotld as well 4s the total UB.A. ¢rops which will enable us to estimate the probable
varidtions of rmarltet prices from support prices. The object must be to eliminate the
risk of losses, as will be explained later, consistently with need of keeping the
prices reasonably high. The figures thus arrived at should be further modified to take
aétount of diffefencss in quality. These figures should bé snnounced as the maximum
internal prices for our cotton at the béginning of eéach seagén. These would be the
Prices at which tradefs should be prepatéd to: selt cotton at Karachi and at which the
Government, if need be, will buy cotton comiptlsorily if necessary at Karachi. The gin-

ner, the commiysioni ageft; and the éxportér will then all operate within the limits set
by these prices.

3. The merchants will be expected to gell their stock$ to overseas bliyufs at the Cotton equa-
prices rulin%lin the world market, but the differentes between the maximtrh ifiternal fisation
%’)rices and the export prices will be on account of the Government for which special :
egislation will be necessary. When the expart prices are higher, the GoVernmetit
will maké a gain, but when the priees are lower, they Wwill suffe¥ 4 1oss. ASs the maxi-
mum internal prices have tobe fixed on a consetvative basis to elithinaté the Fisk of a
10ss, counsistently with the need for maintaining intettnl prices dt 4 redsohably high
level, thére should be & very few occasions oh which the Government will have to fate
& lods. The possibility of passing on a small share in the prdfits br loss to the exporter
should be considered in order to preserve his incentive to make the best possible bar-
gain with foreign buyers. The difference between the maXimum internal price and
the price obtained from the foéreign buyer may be shared, between the Goverament
and the exporter, say, i1 the propottion of §0:20 when it is a gain or of §0:10 when
it is a los§&: Should it be neceéssary for the Governmeht to export cottéth on its 6wn
aceount in fulfillment of its obligations, it would be open to it to purehase stocks com-
pulsorily at the makimum interndl prices. There wotlld be no difficulty i dscertain-
ing the world friarket prices for purpose of determining the amount to K& appropristed
or paid by the Goverhment. The Government should institute a Cobttoh Equalisation
Fund to Which émoﬁntsbregeiVed will be aredited and amounts paid will be debited. A
maxitium level ghould xed for the fund go that the amount in exdess thetedf should
be appropriated to the General Revenues. Similatly, if the fund should, at any time
be inadequate for meeting its liabilitles it should receive aid from General Revenues
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uch occasion should be rare. In case the Government wish to impose a duty for
nue purposes they may appropriate a part of the annual receipts of the Equalisation
s.

4. The above scheme would have many advantages :—

(a) The handling of cotton trade would remain in private hands.

(b) There would be greater incentive for the trade to dispose of- cotton as
early as possible because the price whi¢h the exporter can obtain for
himself will be more or less fixed while storage and other' charges would
continue to be incurred as long as the cotton is held. The surplus above
the fixed price, falling to the share of the exporter will be relatively -
small.

(c) There would be a large degree of stability in the domestic cotton market
at the maximum internal prices which would determine the payments to
be made to the grower and the various participants in the trade.

(d) It would remove to a-large extent the element of speculation in the
country’s cotton trade. A large measure of protection will be afforded
to the ginner and cloth manufacture.

5. Difficulties will arise in introducing this scheme in the present uncertain con-
ditions of the world .cotton market and we must wait till some degree of stability is
restored. Time, can, however, be usefully spent in working out the details of the
.scheme and making preparations for enforcing it at the right moment.

6. If the scheme outlined in the preceding paragraphs for stabilising internal
cotton prices is put into force, much of the violent fluctuations which. have been the
féatures of cotton trading will largely cease. Otherwise steps to organise such market
will be necessary. Its absence has been responsible for a large degree of instability in
the cotton market with consequent injury to genuine manufacturer, grower and expor-
ter. The consequences of such injuries have to be borne in the last analysis by the
grower.

7. Before determining our policy in respect of the prices and exports of jute the
country must be clear regarding its relative value to our economy. It is frequently said
that in view of our virtual monopoly of raw jute, we should have no difficulties in sell-
ing it at economic prices as we are in a position to control and regulate the volume of
its production. This way of thinking overlooks the effects of a reduced volume of pro-
duction on the income of the country and its prosperity, and on the general economy.
Either jute production is a superior economic preposition for the country or it is not.
This can be decided by comparing (1) the incomes which the country would earn by
substituting rice for jute if not entirely at least in a large way; and (2) the incomes
derived from jute by using an equivalent area. If our conclusion is that jute does not
yield a higher income there would be an irresistible case for abandoning its cultivation
except to meet our own requirements and for export to difficult currehcy areas. There
would be full justification in going as far as to say that if the income derived from jute
is not materially higher than that obtainable from rice there is no reason why our
people should slave for the world on a crop which is a source of constant uncertainties
and.instabilities in our economy. Rice on the contrary has an assured and stable market
and can even earn dollars.

8. We must assume for the present that such an inquiry will lead to the conclusion
that taking an overall view jute production is profitable and should be continued. Having
arrived at this conclusion our next step would be to determine the area which should be
allocated to jute. This should depend in a large measure upon our estimate of the quan-
tity which we can sell on a reasonably stable basis at a price distinctly remunerative to
the coyutry relatively to rice. Keeping our prices stable and remunerative we must
exert our utmost to retain and expand our existing markets, to create new markets and
to promote the use of jute with one main objective, namely, to secure the largest possible
income for our country. To base our policy on our ability to reduce the volume of pro-
duction and to rely on the case and convenience with which this can be done is no policy
and must cause serious fluctuations in the income of the country.
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9. Our policy should aim, first, at maintdining a reasonable measure of stability int
prices, and selling the largest possible quantity by means, where possible of interna-
tional agreements. I will revert later to this aspect of our policy in respect of market-
ing. I wish first to deal with the question of stability of price which must be the
foundation structure of our policy in jute as in'cotton.

10. Assuming, that it is decided that the country would continue to produce and
supply raw jute to world markets it would be necessary for the sake of stable levels of
production, employment, incomes and generally of economic activity to determine a
level of prices which would on the one hand yield a reasonable return to the grower
and on the other ensure the sale of the entire production. In determining the prices the
followirig factors shall have to be taken into account :— ‘ '

(a) The price about which it is knéwn that it is considered fedsonable by the
grower.

(b) The price which will arrest the growth of substitute and perhaps even
assist as far as possible and necessary in regaining the markets which jute
has conceded to substitutes in the past.

(c) The price which will maintain a reasonable relationship with the prices
of commodities in which jute materials are required for sacking or other
purposes.

There is no doubt that the proper assessment of these factors will present difficulties.
As experience shows (a) is a highly variable factor. The ideas of growers, landlords and
their representatives are liable to change violently according to changes in prevailing
economic conditions. Even so it is not impossible to form an approximate idea of the price
which would be sufficient to persuade the grower to maintain his volume of production. It
seems that (b) even though liable to fluctuations would not be so difficult to assess.
‘Cotton’ and paper are the main substitutes (though efforts are being made to develop
others also) and it should be possible to make fairly reliable comparisons with their price
levels. By these means it should be practicable to arrive at prices which could be
declared 10 be maximum internal prices for jute. It may even be possible to build
up an index taking into consideration the various factors and giving them due weightage,
with the prices of substitutes being the most important factor. Having fixed the maxi-
mum internal prices, the system to be followed would be more or less the same as that
outlined for cotton.

Price deter~
mination :

11. The difference between jute and cotton should, however, be borne in mind, pifference in
so thai the system of operation, which would be the same in main outline, should in thethe case
case of Jute, be kept in close relationship with its individual and special requirements. of juts and
In the case of cotton our exportable surplus is a small proportion of the total world cotton:

supplies and we are not therefore in a position to influence the prices in the world market.
This is not so in jute. Being the only supplier in the world market outside India we are
in a strong position to vary the prices. The factors controlling our action do not emanate
so much from the conditions of the world market as from our subjective reactions to
those conditions. Prices shoot up when inquiries pour in, they fall sometimes precipi-
tately when inquiries are scarce even though the conditions giving rise to a spurt of
inquiries or otherwise may be of a fleeting character. Our external prices should be
varied only to meet relatively long term changes in the conditions the most important
of which would be changes in the prices of substitutes. No one will accuse us of unfair
practice if we refuse to increase the prices in spite of increasing demand or of rising
levels o1 world prices in general. Therefore it would be necessary to exercise control
on the difference between the maximum internal prices and the export prices to be
recovered from the foreign buyers, whether that difference represents an excess or a
short fall on the maximum internal price. In this important respect therefore jute differs
from cotton.

12. Once the maximum internal prices have been fixed in the beginning of the need for
season they should remain fixed for the whole season. It seems necessary to emphasise caution :

again that such prices should be fixed conservatively and with the utmost care with
reference to two main considerations, sufficient return to the grower to preserve his
incentive to maintain production at the desired level balanced against our ability to
sell the crop. Short run fluctuations in external prices in the course of the year will
arise due to fluctuations in the levels of prices of substitutes, or in the general levels of
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Timing
of the
operations :

international prices or. dye to temporary change in the conditions of demand. A board
sHolild be constituted Wlﬁl the duty of keeping the situation constantly under review
and to authorise¢ incrédses over or- decreases, Endér ‘the maximum internal prices from
Eme to time for purposes of foreign sales. The problem woyl lend itself to statistical
satment rainly with referéncé to the prieés of substitutes, e Government will have
power to buy the stocks compulsotrily at rhaXimum internal prices to satisfy foreign
requirements whenever they find their intervention necessary for any reasgns. It is
tecognised that the éstablishment of prices both internal and external would be more
gifﬁcult in the case of jute than for cotton but the problem should not be considered to
e altogether beyond solution.

13. Tt would bé difficult in the ¢ase of jute as it would be in the case of cotton to
introduce any such scheme in the present éondition of the market. We should therefore
wait tili a reasonable degree of stability is restored but we shoulfcll begin making a detailed
study 'ofihe scheié and thake preparations to introduce it when favourable conditions

return.
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APPENDIX No. 31

4

Note by Mr. Zahid Hussain on savings and investment.

‘1. The scope, efficiency and adequacy of the ways, means and machinery for the Capital for-
collection and canalisation of savings is very important from the point of view of capital mation:
formation. There seems to be much room for improvement here. In addition to efforts
aimed at improvin% the existing savings facilities and institutions, certain new experi-
ments should also be tried out—experiments that have proved successful elsewhere--to
see whether the desired results can, be obtained. The task of stimulating savings and
investment in an under-developed country like Pakistan can hever be easy, and this is
all the more reason why concerted efforts should be made to achieve the object through
a variety of devices. Apart from existing savings institutions, it is urgently necessary
to examine the scope and usefulness of such institutions as Savings Banks, Building
Bacieties and Investment Trusts, in the context of Pakistan conditions. The potentiality
of such institutions for making a contribution towards the difficult problems of savings
needs to be tested by actual experiments to be conducted with care. .

2. A departmental committee known as the Postal Savings Promotion Committee Postal Sav-

which went into a detailed consideration of this aspeet and submitted its report in August ings:

1952, has made some suggzstions designed to increase the efficiency of post offices in the

collection of savings. The main suggestions of the Committee deserving attention relate

to the reorganisation of the present admiinistrative machinery ¢oncerned with the savings

gide of the work, training and specialisation of post office personnel, increase in the num-

ber ot post offices doing savings work, introduction 6f an ihcentives scheme for postal
employees and arrangements for the acceptance of fixed deposits. These recommenda-

tions should. receive the early consideration of Government.

3. Savings Bank is another institution which can be tried out in Pakistan. The 3avinss
main objective of a savings bank is to encourage and facilitate the investment of savings *22 >
by collecting small savings and investing them in government, municipal and semi-
government securifies. Savings banks in some countries lend out substantial amounts
on mortgages of immovable property. They have well been compared to a reservoir into
which pour little streams of small savings for the purpose of combining into & larger
stream for mutual investment purposes. The primary consideration is the provision of
safe custody for small and scattered funds and in accordance withh this emphasis, the
funds are customarily placed in what are regarded as conservative types of investment.
Bavings Banks are performing useful service in a number of countries. The system is
well organised in Germany. Australia has a widely organised savings bank system and
utilises the agency services of the post offices, store keepers, private agents and all
manner of busihess people who are able to satisfy the Bank that they are reliable and
capable of carryitig out the clerical work involved. In some of the South and South
East Asian countries like the Philippines and Thailand, funds collected by the savings
banks are extensively used, apart from being invested in government securities, for real
estate improvement and construction of buildings. , The United Stateg has an interesting
system of savings banks known as the system of ‘ Mutual Banks’ which are owned by
the depositors. These banks have no capital stock, and the funds for their operations
are obtained solely from individual deposits. The earnings from iAvestments are distri~
buted to depositors. Mutual banks are designed primarily to encourage thrift among
persons belonging to the lower income group.

4. Building societies have played a significant role in the sphere of savings and Building So-
investment in a number of English speaking countries like U. K., Australia, U. S. A, cetes:
and Canada, where they are recognised as princ¢ipal home financing institutions. They
may be described as quasi-co-operative institutions engaged in financing the building and
purchase houses through mortgage loans. On the one hahd, these societies promote
thrift by holding out the attraction of possessing a house of one’s own and on the other
hand, perform a great social service by effectively meeting the growing housing shortage.
Their great merit lies in inculecating the habit of thrift and sustaini&l'lgq‘ it through pay-
ment of regular instalments spread over a sufficiently long period. e principal ways
in which savings are attracted are the shate capital of the members and the deposits.
A fixed rate of inteYest is paid on the latter which is usually higher than that allowed
by ordinary savitigs banks. Building societies ih England, arising out of humble
beginnings, have now grown into important financial institutibns. In the inter-war
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period they helped the construction of as many as two million new houses including
3,00,000 for working class people. Besides enjoying benevolent supervision by the’
Government, these societies have also been granted some tax concessions. Other
countries where building societies -or their variants have registered notable progress
are Australia, Canada and South Africa.

5. Investment trusts can also be tried as a device for collecting small amounts
of risk capital. Most of the savings institutions regard the safety of funds as their
primary concern and cannot invest except in‘well established and assured enterprises.
The investment in stocks and shares holds attraction for many people but they are
deterred by their ignorance of share market conditions, confusing variety of securities
available for purchase, the technical chdracter of modern investment markets and the
lack of reliable expert guidance in the field. Investment trusts make the task of such
men easy. An investment trust is a financial institution which issues its own securities
and with the proceeds buys the securities of operating companies. [In other words, the
investment trust pools the funds of many savers arid places them under the administra-
tion of investment specialist. They are thus designed to assemble a large aggregate
investment fund from a multitude of individual contributors so as to provide for the
fund a calibre of management and a degree of diversification ordinarily-beyond the reach
of any of the individuals concerned. The diversification confers a large measure of secu-
rity, which is a great attraction to-people of small means. )

6. Few in this country recognise the important role of insurance in the sphere
of capital formation. In the advanced countries, life insurance -provides a substantial
proportioit of savings and the funds of insurance companies are one. of the largest sources
of iniernal capital formation. In the United States insurance companies command about
one third of the total natjonal savings lodged, in major financial institutions and govern-
ment savings bonds, arid constitute the biggest source of investment capifai. . Their
dominance in the capital market may be gauged from the fact that, out of an increase
of $23.9 billion in outstanding long-term corporate .debt during the six post-war years,
insurance companies contributed as much as $16.2 billion. Because of their vast
resources, insurance companies in U. S. A. have fanned out éxtensively in commercial
under-taking and social service projects. In U. K. too, insurance companies are now
the most important soutce of long-term capital. In Germany insurance companies pro-
vide more than 50 p. c. of annual savings. Nearer home, insurance companies in India
are fast becoming an important source of investment in government securities, treasury
bills, real estate, land mortgages and debentures of joint stock companies. Large scope
exists for the development of life insurance. The development of life insurance as one of
the most important weapons for promotion of savings should receive more attention than
it has so far. It seems desirable to encourage companies to specialise in life insurance.
The Government should also consider the grant of subsidies, if necessary, to such com-
panies in the initial period to encourage their growth, particularly in rural areas. A
positive policy is urgently needed in this field as part of plans-for economic development
and we recommend that the Government should appoint an Expert Committee to consider
the important question of developing life insurance as an instrument of savings.

7. The mobilisation of rural savings will prove a difficult task in view of the general
ignorance, illiteracy and conservatismi of the rural -masses and their psychological predi-
lections towards the hoarding of gold and investment in land assets. Useful results can,
however, be expected by developing the multi-purpose type of co-operative societies and
extension of postal savings drive. Another helpful measure may be to raise loans for
particular projects from the people of the area itself, the idea being to capture popular -
imagination by connecting loan floatation with local enterprises. :

8. It is recommended that a special department should be created in the Ministry
of Finance for the promotion and mobilisation of savings. It should be responsible
inter alia for the promotion and supervision of savings banks, investment trusts etc.
Continuoug studies should be conducted on various aspects of savings and ‘investment
and the results of this research work should be applied in practice for the greater good
of the country. ’ .

9. In the absence of a sufficient rate of voluntary savings, taxation arnd fiscal
policies of the government assume a greater importance in the mobilisation of:dormestic
resources. As the rate of capital formation in the private.sector-is unsatisfactory, the
leeway should be made :up, at least to a' certain' extent, in-the- public sector. -In
view of.the vital necessity for economic. development, the proceeds from taxation' cannot
be allowed to go down. Moreover, the present is hardly a time to contemplate any
significant reduction in income or super-fax rates. High rates of direct taxes are a
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deterrent to private savings but with a weak budgetary position, the government cannot
afford to grant concessions to the most prosperous category of the population. Con-
cession at this moment, in addition to causing loss of revenue are likely to be construed
as a policy of making the rich richer.

10. The estate duty, among all direct taxes has, perhaps, the least deterrent effectEstate duty
on capital formation. It has less deterrent effect because it is less keenly felt by those
whc build the assets. Savings are, therefore, checked less by estate duty than (say)
by direct taxes as the payment of the former is remote and man is usually in the habit
of discounting the future. The levy of the duty may lead to the splitting up of estates
but this should be considered socially desirable. The tax is now levied in almost every
democratic community :and is everywheré assuming an increasing fiscal and social im-
portance. It would not therefore be desirable to hold the duty in abeyance. From the
purely revenue point of view even one important case will bring in sufficient amount to
justify its levy.

11. In an undeveloped country one of the effective means of promoting savings Forelgn EX
would be to create surpluses of foreign exchange by a deliberate policy of restricted change Re-
consumer goods imports and to utilise such surpluses for financing developmental pro- erves:
jects. For internal savings we can work for surpluses in the Central and Provincial
budgets for financing productive enterprise. In the present state of national finances
surpluses are most unlikely for sometime either in the external or the internal account
and I am mentioning it in view of its importance when conditions are favourable.

Pressure to use surpluses on un-productive purposes should be resisted, since such a
course would tend to defeat their very purpose.
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