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!ntoductIon 

The Ayub regime was toppled in March 1969 by demonstrations of workers
ad students -in a climate of social unrest, Since then, overt political dis

cusasion has been permitted, .and it is clear that social welfare and the
distribution of the benefits of economic 
 growth are matters which arouse
passionate inteast. In TespoUse, the new military govrnment baa announced a number of new measures of social policy, Ie. a mnu wage law Which &ave a 50 per. cent increase to the lowest paid industrial workers, anti-nonopoly
legislation, suspension of' 300 high level civil servants for .su
pected corruption , and a drive against businessmen who have evaded taxes.They *ste proposed bisr. asacmer este lip Sd a new education policy, promised
to allocate more resources to the "social sectors", and to give East Pakistan a bigger share of development resources. They published the Cornelius reportwhich proposed changes in the bureaucracy and which was suppressed for seven 
years. The Fourth Plan outline Includes other possibilities which are not
smeited by the Rovernment, but which have been adumbrated by the politicalparties, including nationalisation of industry and the banks. In the politi
cal campaign there has been widespread discussion of these options, and-violent
but vague controversy about Islamic socialism. -There is however, littledetailed or sober analysis of the social deveoaoment which Pakistan has eper
ieaced in the past, and of the imact of government policy on income distribu
tIon and social welfare. It therefore seems useful for an outsider to survey
those problems, and to see what scope there is for Improvement. 

The Dm ions ofEconomic Growth 
Since Pakistan was created, .9conomic prowth has been faster than It

was before independence. 'Prom 1949(2) to 1969, GJ.P. or"w 4.1 per cent a 

I a pratefulto Nxo. Shelleywhite, and.** tmWs a o he Penioan.PlaMniU Cow4asion for heol, in pres ring arm parts of this paper. 
(2Y).Nciuse of the disturbances created by partition it seem quite likely..

that 1949 G.N.P. was lover tban that of 1946, so the -fiures Rivew in.this 
paragraph exasgerate growth so!Weat. 
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year in real terms, and population 2.6 a year, so that per capita product 
rooe annually by 1.4 per cent., Per capita resource availability rose faster,
 
by 1.5 per cent a year, because of increased aid from abroad. An increased 
share of resguries has been devoted to investment and goverment -.nswlption, 
These two item absorbed 9 per cant of G.N.P. In 1950 and 18 per cent in 
1969-70. As a result, real per capita conaumotion has risen by only 1 per 
cent a year. This may seem meagre, and is slow by postwar International stan
dards, but it Is more than twice as fast as the growth in consumption from
 
1900 to 1950. Most of the growth in income per head cemin the 1960a.
 

The main reasons for accelerated .rowthin the postwar years have 
been (a) the availability of aid instead of a colonial drain (this meant that 
additional resources of about 5 per cent of G.N.P. could be devoted to develop
ment); (b)techniques of economic Dolicy have imroved and were geared to 
national interests rather than to those of the colonial power; c) faster 
population growth has helped the aggregate itrowth rate, although it has slowed 
the F-owth of per capita income; (d)a faster pace of technical development 
in the wrld as a whole and fastet communication of technical knowledge has 
helped in many ways, e.g. the nw agricultural technology. 

These positive factors for growth have operated in many developing 
countries, but there have been some special barriers to economic growth in 
Pakittan which explain why it Mes not done as well as the average for the 
developing world. One of these was the high cost of partition. Because of 
the hostile relationship with India, Pakistan had to support a large military 
force, devoted large resources to renlacement of Indus Basin tater, has a nore 
or less complete ban on trade with her natural trading partner. The second 
barrier has been poverty. Pakistan is one of the poorest countries in the 
world, and this makes it very difficult to mobilise financial resources for 
development. Its human resources are also limited by bad diet, poor health 
and ignorance. Its natural resource endowment is poor, and the clirate is 
harsh. 

II 

The 	Beneficiaries of Economic Growth 

If we want,to nalyse how the gains of economic growth have been shared 
in Pakistan. we cannot do it 'statistically. Recent estimates of income dis
tribution are still very shaky and there is nothinq comparable on the position 
at Independence. C.S.O. figures on income distribution in 1966-67 show the 
top 20 per cent of the population with 31 per cent of household income In 
East Pakistan and about 34 per cent in Vest Pakistan. It to fairly obvious 
that these figures understate the income of the higher groups, for there are 
very few countries with this degree of equality. A more careful study for 
the year 1963-4 shows the top 20 per cent with 45 per cent of the income.(1) 
This was a bumper crop year in East Pakistan, when the poorest part of the 
population had a better share than normal, so it understates inequality some
what, but the estimate is the best we have got. Bergen, who made the estimate, 
suggests that income inequality in Pakistan is not as pvonounced as it is in' 

(1) 	 See A. Bergan, "Personal Inccme Distribution and. Personal Savings ii 
Pakistan, 1964/4", Pakistan Devel0itment Review. Suumer 1967. 
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Latin American countries, but' is worse itan in the U.. oi.S.AA 

However.. purely statistical comparlsons of Income distribution have 
little meanin because a given degree of Inequality may he much more tolerable 
if there is social mobility, and if the uoper Income groups are a dynamic 
force for economic development and social change. There may be a greater 
social justification for inequality in the earty stages of canitalism when an 
entrepreneurial class is being created than there is in a more mature economy. 
In a very poor country, increasing inequality may be functionally necessary 
simply because efficient job performance in the Easter .rowin. modern sector 
demands a level of health, education, housing and transport which the mass of 
the ponulation cannot afford. During the Ayub regime, these functional justi
fications for inequality were part of the official wisdom and rhetorich1) It
 
was acknowledged that inequality of income was nrobably increasing, but this 
was functionally tolerable as long as the rich were not too ostentatious.
 

In Pakistan, the distribution of income and the sources of income have 

changed rapidly over the past 25 years. The iimediate business was not to 
create social justice but to establish the foundations of an independent 
Muslim state in which the old British-Hindu elite had to be .renlaced. It is 
therefore useful to describe the social change which has occurred in 'te's 
of changing class relations. The chansges have been greatest at the top where
 
a newupper stratum has been created. These changes were, of course, strongly,
 
influenced by government policy, but policy was beldom articulate, and Was'
 
largely dictated by force of circumstance. As a result, the social structure
 

(1) The nec-calvinist doctrirewas exnressed in the second plan as follows:
 

"Direct taxes cannot be made more progressive without affecting,
 
the incentives to work and save. The tax system should take full 
account of the needs of capital formation. It will be necessary 
tO to lerate some initial growth in income inequalities to reach 
high levels of saving and investment. What is undesirable is a. 

wide disparity in consumption levels. Tax tolicy shoukd, therefore. 
be so oriented as to direct a large part of hieh incomes into saving 
and investment rather than consumtion." 

The third plan said:
 

"What is basic to Islamic Socialism is the creation of equal oppor-. 
tunities for all rather than equal distribution of wealth." 

In the Socio-Economic Objectives of the Fourth live Year Plan, (1970-75), 
November 1968, the old creed is reiterated with some doubt. There is a 

phrase: 

vital before income distri-VWe cannot distribute poverty. Growth is 

bution,can improve.
 

but thee is a lengthy reference to the conflict between economic dynamise 

and social justice, and a less confident note about the path that had 
been chosen. 



A ich emerged e mot very' different from ..that., left by the 'ritish, ani, the
 
indus.
 

In the colonial period, the uiper layer of society was extremely, thin,
 
and we mainly occupied by the British and Hindus. Since independence, the
 
new elite in Pakistan has built up its position pertly by takin over the per
'quisitos and power which the British and Hindus occupied in colonial times
 
and also by taking a large share of the increment in G.N.P. In general,
 
individual members of the new elite are propably not as vell off as in the
 
colonial period, but there are more of them.
 

There are three main arouse amongst the new elite, the bureaucrats,
 

the army, and the businessmen: 

(a), Bureaucrats 

The Pakistan bureaucracy is a legacy from the British raj. The lynch
pin is the Civil Service of Pakistan (C.S.P.), an elite group of 500 general
ists who are the successors to the I.C.S. and hold most of the key jobs. There
 
are about 2,500 other Class I officers in the central and provincial governments
 
and their agencies, with lower pay prospects, who have specialized functions.
 
Underneath there are three other classes of government employees numbe:ing
 
about 500,000 in all. Class I and II are gazetted services where the minimum
 
qualification is a B.A. degree. Class III consists of clerks, typists, and
 
stenographers (all males) who have had a secondary education, can read and
 
write English (but seldom understand it properly when spoken). They do routine
 
work, type and keep the files and ledgers in good order. Class IV consists
 
largely of manual workers, peons and sweepers. The peons carry files, messages,
 
and tea, salute their superiors and spend their spare time loitering in the
 
corridors, and disturbing the typists. Most of them have completed primary
 
education, but do not know English.
 

Therd is no mobility between classes, and power is heavily concentrated 
at' the top, particularly in the C.S.P. Entry is by examination at the age of 
21 or 22, and retirement at 55. In their first years (after initial training 
which took place in England until 1959), the C.S.P. serve as sub-divisional 
officers In a district. In West Pakistan there are 12 divisions anod 53 dis
tricts; in East Pakistan, 4 divisions and 17 districts. Divisions are run 
by Comtissioners and districts by Deputy Comsasioners. The average district 
now has close to 2 million people, The Deputy Commissioner's concern is with 
law and order, revenue, and economic development. He is the chief magistrate, 
controls the police, and revenue collection. The local heads of all tovern
uent agencies are his subordinates. Usually the. district coumissioner is a
 
young member of the C.S.P. Many of the people he controls are senior members
 
of other services. Later in their career, the C.S.P. serve in central or
 
provincial ministries, where most of the senior posts are reserved for them. 
This system was devised by the British to run a country in which there was no 
popular government. The I.C.S. was the "steel frame" of British power. Its 
officers were highly competent, had assured careers, and tremendous group 
loyalty. They surrounded themselves with the trappings of power, and their 
dominance of subordinate services was accented because they were representa
tives of the conquering power and were oneratinq in a society used to the idea 
of caste superiority. Although thar were strong qualme about continuing 



this Anglo-Brahin system in a new Islamo.ric e, it Was errectIve ln holding
the country together ina period of political haoser li"iimy wasit, fitted,. 
in with the requirements of militaty rule., and ihewrwas no clear alternative:. 

Sincea independenca, thecivil service hasgron ' substantially in saIze.zo
 
but the biggest 'expansion in job opportunitils bas been lt the top. 

At partition there
 
were only about 200 HusIfri who were Class I civil servants in India. (1) Civil
 
servants are not well paid. In real terms, Class I officers are much worse
 
off than their British counterparts who had similar salaries thirty years 
ato
 
when prices were a fifth of their present level. However, most civil servant6 
have substantial tax-free perquisites. Many get official .housing at 7.5 per
 
cent of their salary which involves a substantial subsidy, some household
 
amenities are subsidised, medical expenses are reimbursed and they .get free
 
travel home on leave. At the top level there are official cars, guest houses
 
etc. Civil servants also have job security, early retirement and nensions.
 
These perquisites have become more important as the real value of salaries
 
has dropped. Perquisites are important not only as income, but as badees of
 
rank. They highlight the professional immobility between classes and homo
genise consumption patterns within each class. A Class I officer's house
 
will be quite different from a Class II. There are no shadings of ambiguity
 
to mitigate the segregation. Perquisites also isolate the bureaucracy from
 
the rest of the pooulation. A class I officer will usually. live in a canton
ment area with superior public amenities. He will travel by private car and
 
is unlikely to use any public transport except the state airline. He will
 
stay in a government hostel, rest house, or circuit house when on tour;
 
seldom in a hotel. When he is ill, he goes to a hospital for civil servants. 
He works in a language which most peo,le do not understand. His children 
usually go to private schools. To some extent this is an inevitable result 
of the extreme poverty of the country, and without the perquisites, efficien
cy would drop sharaly in many situations. But these privileges reduce the 
bureaucratic incentive to build up the social infrastructure. Everyone with
 
power or responsibility in the establishement has perquisites to protect him
 
from harsh realities which are the daily lot of the mass of the mopulation.
 
The-segregation is almost as great as in colonial times, If those at the top
had to use normal school, hospital or public transport facilities, they-would
be*more eager toimnrove them. There is therefore a strong case forreducine 
perquisites and, if necessary, compensating for their loss by big pay increases. 

The main failing of the civil service is not so much that it is too 
big or has grabbed too big a slice of the cake for itself, but that at the:--, 
top level it is rewarded by perquisite, and mandarin social status. This 
accentuates the caste-like differentiatioj between different trades, and per
petuates social imobility by its example to the rest of the economy. The, 
bureaucracy has also, in the name of economic development, helped create a businest 
class whose success depends on government patronage rather than enterprise 
and efficiency.
 

(1) At the tine of partition, there were 1,157 officers in the Indian Civil 
Service and Indian Political Service of whom 101 ware uslis. 95 of these 
optid for Pakistan, . 'Only 2 of them were from East Pakistan. See Khalid 
bin Saysed, The Political System of Pakistan. Oxford University Press, 
'Karachi, 1967, p. 132. In addition, there were Muslims in the police and 
'technical services. 



(b) Armed Forces 

Like the bureaucracy, the army is a heritage of the British raj. 
Both soldiers and officers servei1 English. 	 on

comands 	and orders are given 
basis, there are very wide. differences in pay and no promotion from a career 

no attempt to use the army for development or popu
the ranks. There has been 

the income of s in Iran and C1wa. However, the gap betweenlar 'education 
colonial 	times. At the time of inde

privates 	and officers is staller than in 

pendence there were only 100 Muslim officers in the Indian 
army with the rank 

were probably not more than 400 Muslim officers
of captain and above. (1) There 
altogether. The normal peacetime strength of the Indian Army was about 

200,000.
 

there 300,000 military oertonnel-in Pakistan, -of whith-abbut.7,000 are " e 
Nov 

with those of Class I civil sersalaries 	of officers compareofficers. The 
and are real terms 	 the Indian army in colonialvants, lower in 	 than those in 

New
 
days, but the amenities and perquisites of army life are substltial. 


houses for officers are often luxury dwellings and the military 
have their own
 

schools, sewerage, hospitals and dairies which are 
generally of higher standard
 

The armed forces are probably the most
than those available for civilians.(2) 

military 	regime they are notefficient body in the country, and in spite of a 

It seems 	a pity that some more of the taloverstaffed with senior officers. 
ents of the armed forces cannot be used for development work, e.q helping 

with public works or running a system of national Service to help mobilise 

and train human resources. The only case in which military talents were 

applied to civilian purposes was in building up P.I.A. which has been outstand

ingly successful. 

(c) Businessmen 

At the time of independence, there was no modern industry in Pakistan.
 

Economic activity was concentrated almost entirely on agriculture which Dro

vided other parts of India with food and raw materials. The jute of East
 

Bengal was manufactured in Calcutta, and West Pakistan's cotton was used by
 
All banking was conducthe manufacturing industry of Ahmedabad and Bombay.. 


ted by British or Hindu banks, and Hindus dominated in the professions parti

cularly in East Pakistan. After independence there was a virtual ban on
 

trade or service transactions with India. Substantial tariff protection and
 
Business
quotas were introduced, foreign private investment was restricted. 


was given very substantial tax concessions and tax holidays. This created
 

enormous opoortunities for new Pakistani entrevreneurs in a captive market.
 

The government helved industrialists in four other ways: it provided cheap
 

labour (by eurbinq trade union activity), cheap machinery (by iving licenses
 

to import machinery at the artificially lcw official exchange rate), cheap
 

capital (by providing low-interest loans from P.I.C.I.C..and I.D.B.P.) and
 

cheap raw materials (jute and cotton were made artificially cheap by export 

taxes and exchange rates which made their export unprofitable). official 

ideology favoured private enterprise, and government enterprises were Sold 

off to the private sector wherever possible, 

( ). Se ,baUd bin Bsed, j-git* 

*(2) See N Ayub' Kiwim red o atrOfr nvwiyPes a'oi 
197 .	 I.3 



Production in the modern industrial sector increased by 15 per cent a 
year from 1950 to 1966. Kilmmade cotton cloth expanded from 86 million yards
in 1947 to 739million In 1966. Jute Rood@ rose from virtually zero to 404
thousand tons Ai' 1966, cigarettes from 320 million in 1949 to 32 billion in
1966. sugar"from 35 thousand tons in 1947 to 417 thousand in 1966. Tea was 
the only real manufacturing industry which had existed at partition, and it 
greig much mbre slowly from 49 thousand tons in 1947 to 67 thousand in 1966. 

There had previously been only two important industrial families in 
Pakistan, Ispahani and Adanlee who were in the tea business. Both of -these
expanded their interests and, 'new family grouos also entered industry. However,
the new opportunities were seized by very few families (1),sothat industrial,
financial, and comercial power became very highly concentrated. Over two
thirds of assets sold by Rovernment to industry were bought by the loading
families. (2) Detailed analysis of this concentration is hard to fInd, but the
Chief Economist of the Planning Commission suA.ested that "the too 20 indust
rial families control about 66 per cent of the total industrial assets, about 
79 per cent of the insurance funds and about 80 per cent of the total assets 
of 	the banking system"(3)'
 

It 	 is clear that there is great Inefficiency(4) in this pampered now.in
dustry. Its p'rofits are largely windfalls supplied by bureaucratic patronage.

In 	order to deal with the situation, the government has now introduced anti
monopoly legislation designed to avoid interlocking of interest between busi
ness and banks. There has also been a drive against corrupt businessmen and
 
officials as there was in 1958, and there is some talk of nationalisation.
 
The 	new minimum wage law is intended to benefit workers at the expense of
profits. However, the fundamental nature of the control and licensing systeL
remains unchanged, and the measures so far taken are only temporary vallia
ti7es. In order to give Pakistan a faire nor oomptitive industry; it 
w= be necessary to scrap most Of tho contms, rdue protection and tax 
privileges, and introduce a myr reaistic smah1g rate. 

(')	See G.F. Papanek, Pakistan's Development, Harvard, 1967, pp. 40-46's ":,Te.h

entrepreneurs were mainly from former tradino co iuitles (quasi-casteds) 01

Memons, Chinotis, Bohra, Khoja Isnashari, and .Khoja Ismaeli. 

(2)See G.F, Papanek, On.cit, p. 67. 

(3.) 	 M. ul Haq, "A Critical Review of the Third live Year 'lan", in M.AL. Khan, 
ed., Management and National Growth, West Pakistan M nAa ntj eI n 
Karachi, 1968, p. 27.
 

(.)	See N. Islam, "Couparative Costs,: Factor Proportions. and Indust*al 
Efficiency in Pakistan",, Pakistan' Develoyment'Rew, Summer 1967, a' ,for
detailed analysis (whichi unfortun.te y excludes the textile industric's) 

http:unfortun.te


The TeAtional Elite 

T.The Awl .j .ite in India before indepdscA ,were.larly "landowners. 
oi€etrated to, the. Pdjmab;and Sti-nThey ne : These areas we"e-Incorporated

in the British raj only, In 1849, and- as the Vrltifhi'wapted locaL support in . 
an area close to the frontiler,they interfered lisblwita.feudal ,rivileges
there than they did elsewhere i.British India.* Thise feudal landlords exer
cised .olitical and sviritual 'dominance over their submissive and ignoiant 
tenants. They were generally strong sun:orters of the M.uslim Leagueand

independence did nothing to reduce their economic and political status. 
Some
 
princely rulers who had been politically autonomous under the British raj,

remained in the same position in Pakistan.. President Ayub had close family

connections with the ruler of Swat. Only in 1969 was the autonomous status
 
of Chitral, Dir and Swat brought to an end. (Hunza is still autonomous).
 

The landowners were the doinant political group from 1947 to 1958.
 
Ayub Khan had this to say about their attitude to land reform: "Ever since
 
Independence, politicians had been tinkering with the problem but nothing 
;effective had been done. The main purpose of the so-called reforms intro,duced,.in West Pakistan before the RevoliAtiop aa. t, preserve the nrivileaes. 
of the zemindareand riot to' "sderet Tights.of- "the tenants. The landlords 
subverted all etemnts at a more rational distribution of land through the
 
influence they exercised over the political parties. Even the very mild land
 
reform enacted in the Punjab in 1952 ire annulled by Malik Firoz Vhan Noon,

the-Republican Chief Iqnieter;"it 1253 
Apart from its'social and economic con
sequences, such concentration of power naturally hampered the free exercise
 
of political institutions. Democracy could never have a chance so long as
 
the big landlords enjoyed protected constituencies ilm!une to any Dressure of
 
public opinion."(1) Ayub also 4escribes the owmsip, situation as follows:
 
"50 per cent of the available land in the Punjab, a little lees than 50 per
 
cent in the North-West Frontier, and over 80 per cent in the Sind was in the 
possession of a few thousand absentee landowners," After Ayub took power
there was a land reform in West Pkistan in 1959 which established ceilings on 
landownership, and broke some :of the bigger holdings (with compensation).
About 2.3 million acres were Ourrendered by 6,000 landlords. In addition,
 

0.7 million acres of Jag land were fsf-rendired. This measure hardly
amounted to a social revolution. The ceiling for irrigated land was 
500 acreas, and for unizrigated land, 1,000 acres. The land surrendered 
us only 6 percent of the total miltivated are, in general it was the 
worst land, and to some extent the provisions of the law were evaded by
splittiVg up large holdings among family members. The recipients of land 
were not necessarily the poorest peasants, but usually those who happened
to be tenants oflarger landlords. Some peasants with weak tenancy rights 

()See MI. Ayub Khanq Friends Not,Masters, OxFford University: Press, Karachi, 

http:duced,.in
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wre dispossessed by Ladlozds asserting a claim to be direct cultivatore 
of as much of their land as possible, and the proportion of landless
agriculture, lebourers rose from 2 percent in 1951 to 8 perent in 1961. (1)
Wth the new incentives to aricultural production in the 1960s, subsidised 
vater and fertiliser, and the new Xeiak seeds, there us a very big
expansion in production, from which the main gainers wre the large andmedim landowners. Ayub's measures did therefore help turn a stagnant
feUa systm toird oapitalst fazming. 

In gast Pakistan, the situation ws different both before and after
Indepeadence. The dominant class in rural ares had been a, who hadoriginsIy been tax collectors, but to mhom the British gave certain proprie.
ta rights. Most of these ware Hindus and their uda rights ware taken over by the state at Independence. Their tenants then got the land freehold.Mindus who fled sold their land to Muslim. The main gainers frcm this landredistribution were middle size peasants. There ws also an exodus of Hindu
moneylanders, and the main gainers from this wre the sual peasants. The 
average farm size In East Pakistan us 3.5 acres in 1960 and the croppingIntensity per cultivated acre 1.4. In the West, the average farm eise we
10 acres and average cropping Intensity 0.9.
 

Refgess 

Siuce partition, about 9 ilaUon refugees have coin to Pakistan fromIndia, and many of them lost a substantial amount of property. Ninety per
cent of the refugees . came t9 West Pakistan. They did this partlyfor reasons of pro.inquity, as the worst coSunal disorders were in Punjab,
partly for linguistic reasons, because Urdu wk a lingua franca auonqst
Indian Muslims in Bombay, U.P.. etc., partly bikause the new capital was inKarachi and economic opportunities seemed better'%hgre. Refugees formed about 
one fifth of the West Pakistan population, but less,than 2 per cent in the
Mast. As a result of population transfer, the Hindd, population of WestPakistan declined from 20 per cent to one per cent, whereas in the East it
rained a little over one fifth. 

Although some refugees suffered a 
reduction in-status by coming to
Pakistan, they have on the whole probably benefitted as such from economi
growth as the original Muslim inhabitants of the area. Moat of them cam toVest Pakistan where growth has been most rapid. More than a third of them
settled in urban areas, and in West Pakistan they formed 45 per cent of the
urban population in 1951. Itis the city population which has done best from
economic development. They are strongly represented in the bureaucracy and army, and doinate the entrepreneurial group. In both last ad West 

(1) &ee Census ofPakistan. Polation, Volme 1. Karachi# 1961, .Taba. V.27. 
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pakistan, the !refugee influx','wa .slightly smaller than' the exodus'of non-' 

'Muslius,(l) so:they were able to take'over land
:and property left by Hindu 

refugees. Finally, government.policy has been reasonably generous to them, 
because they were big enough and strategically4ell located to be an important
 

pressure group.
 

Living Standards of the-New Elite
 

Because of its political importance and power of economic control, the
 
major part in forming the 'consumptionpatterns of the
bureaucracy has played a 


new Pakistani elite. It is they who decide who'can import cars and who can
 

buy housing plots in new housing areas. Within industry, staffing patterns
 

and hierarchical status are often analagous to those in the bureaucracy. Many
 

jobs involve provision of housing and a car by the employer, which reinforces
 

the uniformity of consumption patterns, even when (as between business and
 
The widegovernment) there may be a substantial variation in money income. 


spread use of clubs helps this social consolidation. The social prestige of
 

'thebureaucracy has remained high since British times, and business men who
 

depend on bureaucrats for licenses would not want to irritate their patrons
 

by a life style which is too ostentatious. There are still wealthy landowners
 

who live in 70 room mansions, but most of these have been abandoned., The
 

social status of such conspicuous consumption declined as their owners became
 

more capitalist minded and more interested in economic use of their assets.
 

In some respects the life style of the new elite is fairly austere.
 

Consumption of alcohol is limited by religious inhibitions and hiRh taxes,
 

the cuisine ispoor, interior dccoratios is tawdry, and cutlural pursuits and
 

foreign travel are limited. However, houses are large and servants are
 
Most of this class have refrigerators
plentiful. The women seldom work. 


They are the main users of air transport and air conditioning.
and cars. 

They are the main beneficiaries of the expansion of secondary and higher edu

cation, medical services, and televisinn.
 

interrelated. Family
8me'sections of the elite are 


connections are reinforced because most marriages are arranged by parents
 

(with economic motives strongly in mind) and do not involve free choice.
 

Recruitment into the class seldom comes from children of lower income groups.
 

upner class Jobs involve a reasonably
One reason for this is that most 


fluent knowledge of Ennlish, and this competence is restricted to people who
 

There are a few notable
have been educated in the elite secondary schools. 

szoeptiens witidn the first generation of industzrialists, but vigorous, 
sltmde . uneducated entrepremeurs are not astable asongat the younger 
group of business azoutives.e 

"Resettiement Pattern of
(1) This-paragraph relies heavily on M.S. Jillani 

Displaced Persons in Pakist- GeografKarachi, Winter 1963.
 



The 	Ponentrye
 

There are about 30 ill1on people occupied in agriculture outof a 

labour force of 42 million. Iu East Pakistan there are nearly 21 million 
(84 per cent of the labour force), in the West a little over 9 million (53 
per 	cent of the labour force). Agricultural output stagnated in the 1950s,
 
partly because of the loss of *rkete in other parts of the subcontinent for
 
rice, wheat, and jute, .partly becase of the government policy of orce con
trols and export levies on farm'products. In the 1960s, policy has been
 
different, with subsidies for fertiliser and diffusion of new seeds which
 
raised productivity. However,.most of the benefits of this have been con
centrated in West Pakistan. In Pakistan as a whole, total crov output rose
 
by 2.3 per cent a year from 1947 to 1966, in East Pakistan by 1.6 and In West
 
Pakistan by 3.2 per cent. The total agricultural labour force rose by 1.9
 
per 	cent a year, by 2.3 per cent in East Pakistan and 1.0 per cent a year in 
West Pakistan.(l) This means that production per employee rose by 2.2 per

cent a year in the West, and fell by 0.7 ner cent a year in the East. Farm
 
income has risen more slowly than output because of the growth in 'inputs. 

Farm output grew faster in West Pakistan because of the increase in: 
inputs. The supply of irrigation water increased 78 per cent from 1947 to 
1970.(2) By 1970, 31 million acres were irrigated out of 40 million cultiva
ted. Because of the availability of water, conditions were ideal in the 1960a 
for 	adoption of the new Mexipak wheat and the new '31 rice. In East Pakistan,
 
improvements in irrigation were minor and the new seeds'have not yet done 
very well. There has been an increase in fertiliser use, but in 1970, East 
Pakistan used only 135 thousand tons (nutrient value) of fertilier, cor
pared with 337 thousand tons in the West. 

(1) 	 The labour force figures are rough estimates. For 1951-61 we used 4the 
figures on.male workers from the census (the definition of female employ
ment changed) and linked these to 1961-70 from K. Ruud "Some Tentative 
Manpower and Emloyment. Estimates (Targets) for the Fourth Plan", Planning, 
Coimission, Islemabad, September, 1969, mi.eographed. 

(2) 	 The public irrigation supply of surface water rose from 45.6 million acre 
feet (at the water course) to 63 million acre feet, and 6,700 large public

tubewells yielded 7 million acre feet of ground water in 1970 compared
with virtually zero in 1947. In the private sector, 78,000 tubewells
 
produced 14 million acre feet in 1970 (none in 1947), and 200,000 Persian
 
wheels produced 3.6 million acre feet (same as 1947). These data are 
taken from the Fourth Plan Outline, and from V. Lioftinck, A.R. Sadove
 

and T.C. Creyke, Wlater and Power Resources of West Pakistan. Vol. I, I.B.R.Do,
 
Johns Hopkins, Baltimore, 1968,
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in productionIn West Pakistan, the main benefits of the expansion 

esam to have gone to the large capitalist farmers and the bigger peasant hol

holdings
ding*. "Over one-third of the cultivable area in West Pakistan is in 

of less than 12-1/2 acres each... These small farms generally do not possess 

the means to purchase better seeds, more fertiliser, adequate water and other 
They also need more extensionelements of the new agricultural technology. 

readily available credit and better marketing facilities."(1) InSer'ices, 

act, 77 per cent of the farms in West Pakistan are smaller than 12.5 acres.
 

is that only a

0 -lie implication of this statement by the Planning Commission 


uarter of the farmers have reaped substantial benefit from the areen revolu

small farmers in the West have undoubtedly had some
tion. However, 
in income, and the Planning Commission statement is probablytrease 

0pessistic. 

East Pakistan output per head has declined substanti.ally but land 

bwnership is not nearly so unequal there as in the West, ro the misery has 

robably been fairly evenly shared. Although East Pakistan peasants have 

tared much worse than those in the West, they did benef.Lt from the social 
zemars and moneylenders.hanges at partition caused by the flight of Findu 


heir gains in this respect were more real tnan those of .theWestern peasants
 

rom Ayub's land reforms. But there are mazy ore completely landless
 

the East than in 1961 as
;abourers in 	 the West (2.5 million in compared 

fth 	0.6 million in the West). (2)
 

Industrial Workers
 

4.5 	million workers in industry and construction (aboutThere are now 
11 Oar cent of the labour forne). In 1950 there were only 1.6 million (7 per
 

-cent of the labour force). These workers were recruited partly from farming 

'and partly from rural haunicrafts which have suffered competition from the new
 

mnufactures. The wages and living standards of industrial workers are higher
 

Ithan those of peasants as they need some incentive to come to the city and 

,hey need better health and nutrition to stand the pace of industrial life. 

They have a better water supply, sewerige, hospitals, education than people in 
and 	smoke more cigarettes. However,the 	countryside. They see more movies 

the 	surplus of rural labour and .overnment volicy in represeing, trade union 

(1) Tkt Socio-Zconomic Objectives; of the Fourth Five Year Plan (120-75), 

Planning Comission, Islambad, 1968. 

2) 	 It should be noted that the social structure of agriculture is more 
egalitarian in Pakistan than in India. In Indla. 24 per cent of the agri
oulturel labour force are landless labourers (21 per cent of the male labour 
foree) compared with 1i percent in Pakistan as a whole. The comparison with 
the male labour force is perhaps fairer because recorded female activity is 
greater in India for purely statistical reasons. The distribution of land 

amongst cultivators is also more even in Pakistan, because the Bast Pakistan 

land refom was more sweeping than any in India. 
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ativity, (1)kept wea uges constant or eve deoliing Ul the strikes atthe end of the Ayub regime in 1969(9)" learn than a third ofllOsirs'rece-ed
industrial, value added. They have social security,no 	 no facilities for upgrading and training. Since then, their position has 	beentmpriv; by minimum wage legislation (which applies in stablts nts with 
more than 50 workers) and by Improved rights for trade unions. The govern
ment has also promised to spend Ra. 100 	million on industrial workers housing.
The 	new minina. wage was only slightly under the previous average for industrial workers, and the 50 per cent improvement at the bottom has soarked off a series of strikes to preserve the differentials of more skilled workers, andto secure increases in the public service, particularly for school teachers.
Some of these strikes have provoked retaliatory action by the government, and
labour-snagement relations are still very poor.
 

(3) 	See Labour Policy of overment of Pakistan, Ministry of Health, Labour andFamily Planning, July 1969, p.1 "In Pakistan, the 	growth of Trade Unionshas 	been extremely slow. It is estimated by Trade Union leaders themelvesthat their total membership does nOt exceed 5 to lO of the entire industrial and comnercial labour force. 
There have been three main reasons for
this. 
 Firstly, it has been the ignorance of the workers themselves who
have too readily adopted the 	model of a tenant-landlord relationship inindustrial life. It is only recently that the workers have begun torealise that this sort of feudal relationship is not necessarily in theirinterest. The second reason for the slow growth of Trade Unions has been
the 	attitude of the employers, who, being by and large first generationindustrialists, have failed to realise the 	contribution which a contentedand 	well-motivated worker can make to productivity and profitability. Theyhave looked upon Trade Unions as instnments for extortion rather than'as institutions through which mutual give and take can lead to -
resolution of conflict 	 a peaceful
and possibly higher productivityl. ' They have therefore used all sorts of unfair means such as the creation of "nocVet'" 

nions, victimisation of the office bearers of genuine Trade Unfonsto inhibit the growth 	 etc..of Trgde Unions. And finally, tie third reason forthe 	slow growth of Trade Unions has 1een the attitude 6f the 4overnment
itself which, too conscious of the need to keep production j'oing reardlesof the huan and social costs involved, has discouraled, and in 'MnycasesPtohibLtedj the expression of industrial conflict rather than trying toresolve it. 
 It is obvious that, just as in national life th* Govermrent

failed to appreciate the importance of political processes, so also
in industrial relations, it had not realised that conflicts cannot be
resolved by their suppression; 
 they can only be resolved through a ptocess
of mutual give and take, which is only possible through strong Trade Unioninstitutions, narticularly in labour surplus econoies where, otheruwiethe 	Individual worker is in a weak barqaining position in relation to the 
employer. 

(2) See A.R. Khan,, "what has been happening to Real Mapes in Pakistan?",
Pakistan eveopmentReview- Autumn 1967, and A.R. Khan' zercises isa Kini-Wages and age Policy",- P.I.DE.. arachi, Nay 1969, imeographed.
 



ivlnm Standards 
The most obvious Improvement in mass living standards since Indepen

dance has been the sharp drop in mortality and the increase in life expectation. 
TO some -etent-hel be nebbsfitted all sections of the population, but the 

Approvement has probably been biggest for the lowest income groups. There has 
been some improvement in weil-being and working capacity with the sharp reduc
tion in the incidence of malaria, and the smaller decline in intestinal 
diseases. However, the physical condition of most Pakistanis is miserable by
 

Western standards. The average male in his 20s weighs around 110 lbs., his
 

blood has only two thirds the haemoglobin of a European and he is highly sus

ceptible to diseases of poverty which are now rare in the West. 85 per cent
 
of Pakistanis are illiterate, over 98 per cent lack piped water and sewerage. 
Social mobility is practically zero. 

Unfortunately, consumption statistics are not available which permit
 

comparisons over the past two decades, and national accounts statistics on 
for recent years. The a lYLa? f cenau tionexpenditure are very weak even 

tAends and conmmer demand is one of the major weaknoses of the plans. 
owver, information is available on a few major items of mass consmption. 

Foodgrain availability per capita rose from 14.9 ounces a day in 
1949-5 0. to 15.3 ounooe in1968-69 (1). Though there was hardly any ohange on 
the national level, it semocertain from the production figures that per 
oapita conmmption declined in East Pakistan and rose in the West. 
Acoording to official statistics, grain production has risen faster than 
other agricultural products, so the implication is that other items of 
the' diet have not improved. In fact, however, it seems likely that the 
growth of mlk and Met consumption is understated in the official figures. 

(1) Se Fourth lan Outline, p. 5. 
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Cotton cloth production has risen very rapidly in Pakistan (from 86 
million yards in 1947-48 to 776 oillion .in196869) but this ts not a uide 
to conuwtlon as textiles were once a .major iiort and' are nv a major export, 
Per capita consumption of cotton cloth (idjhted Upwards to allow for quality 
improvements) has risen from 9.2. yards in 1950 (a year when consumption was 
nor abnormally restricted by Import controls) to 12,5 yards in 1968/69, i.e. by 
abuut 1.7 per cent a year.(i) 

There has been some increase in consumption of manufactured veietable 
oils abd sugar. This was largely a substitution for cruder unprocessed pro
ducts, but also seem to reflect a Renuine increase in mass consumption. There 
has undoubtedly been an increase in consumption of ciqarettes, soft drinks, 
and. transport services. However, the improvement in mobility brought about by 
faster transport involves extreme physical discomfort and dauger as buses are 
always packed to suffocation ard disgorge horrible fumes. The rate of read 
deaths per motor vehicle is 8 times as hl.h as in the U.K. 

It is clear that mass consumption has improved in the course of the
 
past twenty years, but s food represents about two-thirds of a low income 
budget, the average growth in consumption has probably been a good deal'less 
than for upper income groups. The Fourth Plan (p. 9) suggests rather opti
mistically in surveying two decades of development(1950-70),"Bicycles, transis
tor ratios, watches, cars, telephones and other consumer durables which 
figure prominently in the standard of living, once scarce are now visibly 
numerous". This is true of urban dwellers, but it is hardly true of Pakis
tan villages, and gives a misleading picture of the change in popular con
sumption standards.
 

(1)See Annex A for calculation of cloth consumption. 
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IV 
Regional Disparities: 

One of them'ost dificult noliticliproblems in 	 Pakistaniis regional 

Per capita income In
disparities between the income -levelf in East and,West 

money tern and'in realthe East is only two thirds of that in the West in 

terms is less because Eastern prices are'higher. The East is uch less urban

ised than the West, has many more people in agriculture, 'and all economic 

show it to be worse off than the West. There-has also been a
3indicators 

the income differenrates which has accentuated'serious discrepancy in growth 
:tial.. Xn West Pakistan, .N.P. grew by 4.7 per cent. a year from 1949 to 1969 

of 2.1 per cent a year,
and population by Z6 per cent, i.e. a per capita growth 

a year, and per capita
'whereas in East Pakistan, GN.P. grew 3.3 per cent 

During the third plan the average rate of investincome by only 0.7 per cent. 


In East Pakistan was only 10 per cent of its G.D.P. compared with 
20 per


ment 
cent in the West. In East Pakistan per capita consumption cannot be much
 

growth of the East Pakistan economybigher than it was at independence, The 

has also been much more unstable than that in the Vest.
 

The capital city was located (and
There are several reasons for this. 


then expensively relocated) in the West, and a majority of the bureaucrats
 

The army is also largely recruited in the West in
 are, concentrated there. 

there.


continuation of British traditions, and the bulk of it is stationed 


Probably threhuarters of the personal income paid out to state employees is
 

spent in the West (say 60 per cent-for bureaucrats, 90 per cent for the army).
 

We can add to this almost 100 per cent of the spending of 2,000 relatively
 
the market forwealthy foreign diplomats and their families. This built up 

industrial producto in the West and provided capital for private invsstment.
 

As.a result less tha a third of private investment took place in East Pakis-


In fact, these important reasons for regional disparity are seldom
tan. 

mentioned, whereas there is fierce argument about tegiohal allocation of "plane
 

expenditure. It also seems likely that the boycott on trade with India has
 

been more costly for East Pakistan than for the West.
 

investment In the
West Pakistan benefitted from large "non-plan" 

Indus Basin Works. In the second plan this amounted to Rs. 2,910 million and 

The Indus Works were designed to replacein tfhethird about Rs. 4,000 million, 

the water supply which was menaced by India.(1) India has also threatened
 

East-Pakistan's water supply from the Ganges, by building a barrage at Farakka,
 

but East Pakistan is less dependent on river water. It cets 76 inches of rain
 

ayear. In West Pakistan there is only 3 inches in the South and 19 inches in
 

the North. West Pakistan has 31 million irrigated acres, the East less than
 

(1) The Indus Waters Treaty of 1960 gave Pakistan full water rights to the
 

Indus, the Jhelum and Chenab rivers, and gave India the right to divert
 

all flows of the RAvi, Beas and Sutlel for her own use after a ten-year
 
In order to substitute for the waters
transitional period ending in 1970. 


of the Eastern rivers,'a series of large link canals would transfer water
 

from the Indus, Jhelum and Chenab to canals previously watered from the
 

Ravi, Beas and Sutlej. The rivers diverted by India had an annual averag.e
 
The other rivers nrodischarge in West Pakistan of 25 million acre feet. 


vided 142 M.A.F.; thus West Pakistan would lose 15 per cent of her normal
 



I million, so river water is obviously more vital to the West. In fact* the 
'Indus Woks were not aimply a replacement operation: a) they provided sea 

extra water (as India did not divert all the water until after the works were 
finishd)'; ''b) by feeding the canals from a reservoir rather thana river, 
the water flow became more dependable and hence more useful because its deli
very could be matched to the time-pattern of crop requirements. The very large
seasonal and annual fluctuations were reduced; ) the Indus Works provided a 
good deal of electricity. Furthermore, the expenditures on Indus Basin con
struction generated other activity in the West. A large part of the Indus 
Basin work was financed by foreign aid, which was motivated by the idea of 
preventing conflict between India and Pakistan and would probably not have been 
available for other purposes. The-replacement phase of the Indus Works was
 
completed in 1967 with the Mangla dam on the Jhelum. The second phase was
 
the buildiug of a huge dam on the Indus at Tarbela. This was clearly of a
 
different tharacter as it was an addition to the water supply of test Pakistan. 
It also hapoens to be the world's biggest development projIect. It will take 
7.5 years te construct. Its total cost including power generation was esti
mated at $1,047 million, of which $554 million in foreign exchange. Further
more, the deawill silt up in fifty years, and its prover exploitation will 
require other massive investments. Tarbela was .ustified as part of the Indus 
Basin Works (rather than as part of normal West Pakistan irrigation expendi
ture, which isalso large). on the ground that the extra water would compensate 
for the increased cost of maintaining the new replacement irrigation in the 
Wast. This w&a ,a rather thin argument, but it did succeed in getting foreiqn 
aid which migit not otherwise have btje available. If the foreign aid avai
lable for Tarbela had been equally available for other projects, its construe
tion could not have been justified at that point of tlme. It did appear to 

•Iave a reasoable benefit cost ratio, but so did many other projects. The 
main objection to Tarbela is its immense size and delayed impact. It concen
trates massive resources of foweign exchange on a oro.lect which will not yield 
benefits untLl 1975. It now appears that the burden of Tarbela will be s
 
big that it will be difficult to finance supporting investment in tubavell
 
drainage which is necessary to use Tarbela's water beneficially. If the
 
drainage works are not carried out the Tarbela water "can spell disaster by 
aggravating water logging which in turn will accentuate salinity and alkalinity". 
Because of cost escalations and a reduction in aid, half of the cost of Tarbela 
is being met by Pakistan (both in the third and fourth plans), which is a much 
bigger ratio than for the Indus Works of the Second Plan. 

On top of these "inadvertent" circumstances favouring the' let, 'it Is 
often alleged that there was bias in favour of the Pest in the decision-mmking
 
of the Central Governmant which was doinated by Wesk Pakistani officials. The 
secondand third plan documents do not exhibit such bias overtly (as each wine 

supply of river water (effective" rainfall is only 10 M.A.F.). This was 
to be financed by the Indus Basin Development Fund of $895 "llion (in
cluding $174 million provided by India). This was supposed to cover both 
'foreign and domestic costs (though some of the funds were loans not gifts). 
In fact, the costs will be more than twice this. In 1963 the Bank raised 
another $315 million.
 



,b.Reoion, 1955-70,,' 

s. mil.lion at current prices 

First Plan Second Plan Third rlan 
1955-60 1960-65 1965-70 

Public "Non Develoikeint' Enen
dture. 11,635 17,003 32,982 

Public "Dvelonment" Ekendiiuie 

"Plan" Expenditure in East" 
Pakista " 2,292 6,696 11,057 

"Plan!' Expediture in 'West 
Pakistan . 4,023 7,894 10,628 

Total .. lan".Expenditure 6,315 13,950 21,785 

Indus Basin Works- 0 2,910 (3,972) 

Total -.PubliLc ".Developi~nt"I 
Expenditure 6,315 17,500 25,757 

G.N.P. (at market.prices) 	 11.2,960 206,587 (331,785)
 

Source: 	i rst column, The Second Five Year Plan (1960-6. .PlinningCommission,
 
Karachi, June 1960, p. 3, 26, 28 and 408. Second column from Final Evalua
tion of the Second Five-Year Plan (1960-65), Planning Commission, Karachi,
 
December 1966, pp. 10, 12 and 144. This source shows.an unallocated item
 
of Re. 640 million for the Works Program; we allocated Rs. 442 million
 
to East Pakistan and Rs. '198 million to West Pakistan In accordance with
 
Performance Report on Rural Works Prostrame .1965-66, Government of East
 
Pakistan, Dacca, February 1967. The third column is from data supplied by
 
the Planning Comtssion. The figures in brackets are quinquennial esti
mates based on data for the four years 1965-69.
 

a) 	Expediture of local authorities financed from their ovn revenueI is treated In 
Pakista's plans s if it wire private cor.suIption. 
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was allocated about half of "the plan"), but there bee baes p persistent ten
dency to implement the "plan" to a greater extent in the West thea in the 
Bait, which rsy have been due to greater administrative efficiency in the .et 
or to bureau,.ratic bias in favour of the West. Another reason was better 
project preparation, particularly in the water sector. The assive Western 
irrination system had been developed over the course of a century and the 
hydrological Information needed was sore readily available than for new recla
mation works and flood control in East Pakistan. ast Pakistan's share of 
Implemented "plan" expenditure was 36 per cent in the first plan, 45 nor cent, 
in the second plan and 51 per cent in the third plan, thouih the original
amounts coi tted were higher. The population of est Pakistan Is 55 per 
cent of the total so, in equity, East Pakistan should have not more than half, 
If we include the Indus vrograme, 37 per cent of pUblic development spendin; 
went to East Pakistan in the second vlan and 43 per cent in the third. In the 
pra-plan period before 1955, East Pakistan got even lessa(1) It is true that 
East Pakistan contribitted less to gover n-nt revenue than the West, but this 
happened because East Pakistan was poorer - the same tax rates applied in both
 
halves of the coutry. In fact, there was a net transfer of resources from 
East to West, Data of the balance of payments between FAst and Vest ate not 
publicly available, but the trade balance provides a crude idea of the situa
tion. The East has had a foreign trade surplus in nearly all yeaw whereas 
the West ran a large deficit. In interwing trade, the West had a surplus with 
the last, but the net balance of foreign and interwing trade was much more 
favourable to the West than to the East. From 1948 to 1967, the average trade

balance of the East was Re. -24 million a year whereas in the Vest it was 
Re. -729 million a year. This meant that all the net benefits of foreign aid
 
went to West Pakistan. In fact, the trade position in real terms was worse
 
than it appears because East Pakistan's foreain surplus was earned in conver
tible currency, and each rupee of this surplus was worth more than a rupee's
 
worth of the goods it got from West Pakistan, which could have been bought
 
more cheaply on world markets.
 

There were, of course, some other facts which affected regional perfor
.mance. There was more entrepreneurial ability In the Wast, a higher lnltial

income level, and better infrastructure, but these influences were less impor
tant than the otherswe have mentioned. The greater pressure of population on 
the land in East Pakistan is sometimes cited as a reason for slower growth.
In West Pakistan there is 7 times as much land per head, which is one reason 
for the higher level of income per head. Howmt it is not: necessarily a 
reason for slower growth. There are other countries such as Taiwan with 

- reat population pressure which have grown mnsh ft r. It should 
also be remembered that the difference in cropped area per hed of total roou
lation As much smaller, as a lot of West Pakistan is desert, The cro~od area 
per head of West Pakistan is only 60 per cent bigger than in Ust Pakistan, 
and there is less double owo g. ". There has been quicker rogreass in deve
loping new varieties of wheat in the West than n varieties of rice suitable 
for onsoon conditions. This was due in large pert to the longer research on 
wheat (in Mexico) than on rice, (in the Philippines). but my have been is
fluenced by the greater poverty of farmer in the Bast. 

East Pakistan's share of public development spending was ol'.(1) 	 In 1949-50, 
26 per cent; .see Thi d ive yar Plan 1965-70- Plannin2 camsion, rahi 
p. 12., 



Table 2 

kast Oak" 	 wiet Pakistam 

730 	 -3471948-49 

8U -154
1949-50 


19501 548 35
 
19 1"52 	 136 -364 

-02071953-53 
114 	 54
195?-54 
304 	 -1841954-55 

583 	 -1241955-56 
-198 	 -529
195647 


1957-58 -181 -447
 

1958-9MA7 -179
 

-1959.60 214 -832
 

1960-61 -M200 -,6
 

-7 	 -1,258196"62.' 


.221 -1,350
1962-63 

1963-64 -560 -1,571
 

1964-65 -755 -2,202
 

195.66 -354 -1,917
 

196667. -576 -1,704
 

1967-68 -281 -1,025
 
1968,69
 

.1969-70
 

* Average 1946-67 	 -24 729
 

Sourcet 	Foreign balance (exports f.o.b. mias Imports cI.f.) 1946-59 from 
20 YMr t Starlo4Si C.S0., Karachi, 1"60-67 frmof Paks&s n Cs, 
Monthly StatistSI~. BiIUitiUC.8.0., Karachi, January 1970. lnter
vins balance (trade of Chaln, Chittamonp and Karachi c.i.f.) 1940
59 from N. Isla, "Some Aspects of Intervins Trade and Tenn of Trade 
In Pakistan', POkit De- I , Sprinp 1963, 1960-67 ftom 

Ulm, tats ' - , C1C. • ., rachi, January 1970. These 
figures exclude trade Indefence items, kuports of which go mainly to 

Vest Pakistan. The valuation of interwinx trade Is on a coi.focl.i.f, 
bats rather than the c.i.f./f.o.b. of forenm trade, 



The big dimrity botmem the growth tau of last and WestPakistan is sometimes viewed by Befali. s an et'mne Case of aploitationby the d West P kistai lte. Thee Is nmlemmnt of tuth inthis,but a good deal of the diffeem. wse due to fol'O of aiz'mstmo8Whose :IWat Ws nemr aitiovatdr oonsiderod. ItIs also noessa.7 tovemdbow that the disparities betwee level. and growth lete in last andWest are not a unique phmmm , They an wider ulthin different aoasof West (1) 

96Mg9(1) In acordiug to NAbbub ul lm (ks a s TaMo 2 4r±1. 190, 0the per capita, Imcme of West Pakistan ms -Rol .1lthR of the Beat 4.60'Within West Pakistan, ituws Re. 360in the, ., W. F. P.,I Rx. 455inBaluohistan, Rm. 854 In SWa and Kars hi, and as. 6l.14 in the Punjab. 
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aEfects of.Taxation on Incom Ditributioni 

The first thing to note about taxe in Pakistan is that they account 
for 	a very mall share of G.N.P. by iodsrn standard.. Central and provincial 
9overNt taxes tmst to less than 9 pet cent of G.N.P. which is about half 
the 	ratio hr develUinit coUbtries ad a ArOUR(1) _Avene from direct taxation 
amounted 	 to only 2 per cent of G.N.P," compared with an average of 6 per cent 
for developing counttieai In the past tventy yetts there has been no increase 
in the proportion of goVerment ovete derived from direct taxation, although 
it has risen fractionally in relation to G&dP, It should of course be 
rmebered'that Pakistan is. poorer thah mst developint countries, and its 
upper crust s thinner. There ae a fqwicountries where direct taxes are lover 
(1,4 par cent of G.N.P&. in Thailaud ak 10 oer cent inTaiwan) and they are 
only 3.2 per cent in India in spite of its socialtbt pretensions. 

Growth of Tax evenue 

(Consolidated Position of Central and Provincial Goverments) 

Re. Illion 

1949"50 	 L967-48 

Income and Corporation Tax 120 850 

lJznd levenue 130 360 

Custom 460 1,470 

ixcise Duties 100 1,950 

Sales Tax 150 800 

W~soellnsous. 110 590. 

1,070 	 6,000 

24Direct Tams Z of Total 	 25 

sources 	 The .udet in Brief (- -) 1962-70. nLstry of fiansce, 1969, 
Islembad. 

1) 	 See A. MadisonI.-
Allen and UInrvn, on. 



Income an Corporate Tax
 

,income tax in Pakistan affects only a tiny fraction of the -population.
Out of a labour force of 42 million, only 300,000 pay it. Liability to tax 
starts at an income 2a times the lverage per canita income. Those with 
incomes of less than 1ks.. 6,000 are pot required to file a return and the farm 
population is exempt. It is to bt expected that a high proportion of people 
will be exempt in a .country where income is so low and taxes difficult to 
collect. But the starting point is rather high and rates do not rise very
 
steeply, considering how well off the taxpayers are compared with the mass of 
the populaticn. There are also big exemptions desiqned to encourage saving. 
Thus a man with an annual income of ks. 50,000 can reduce his tax from 
Re. 12,500 to Rs. 4,670 by making the qualifyinig investments. There are sub
stantial arrears in tax collection (about Ra 402 million In 1964-65) and 
widespread evasion in the business world. 

The tax rate on corporate income (60 per .cent including super tax) is 
higher than in most Western COuntries, but there are liberal tax cone"sons 
in the form of accelerated depreciation (25 per cent for machinery), Investment 
allowances, and a complicated set of tax. holidaysi A good deal of industrial 
investment enjoys tMo, four or six year tax holidays, according to location. 
Investment in a few specified industries is subjent to a sibimim two year tax 
holiday in all locations. Firms with tax holiday privileqes usually manage 
to avoid municipal taxes for the same periodA As a resdlt corporate tax 
collections have been static whilst bustiuss profits have rsetd. Ineolb dad 
corporate tax together amount to obiy 1,3 per cent of G.N.P, or 2.6 per cent 
of non-agricultural G.N.P.
 

Agricultural Taxation
 

Agriculture ts not subject to ordinary income or corporate tax. The 
basic levy is the laftd tax. This is not progressive but applies at the same 
rate per acre whatever the size of holdinR. The rate varies according to the 
quality of the lan4. The rates are fixed in money term and changed only at 
long intervals. There is also a 25 per cent limit on the size of the increase 
at each of these settlements. This is obviously Inappropriate in conditions 
of inflation and the tax is declining steadily in relation to agricultural 
income. There is no tax on land which has been unused for more than 6 years. 
The tax structure-therefore provides no incentive to break up large estates 
or to ensure that land is used productively. There is a so-called agricultur
al income tax, but in West Pakistan this is a very minor progressive surcharge 
on land tax which yielded only Ps. 5 million codpared with Re. 178 million 
from land tax. In East Pakistan aqricultural Income tax works on the same 
basis as regular incomie tax; as farmers are poor the tax is collected mainly 
from tea estates. It yields Re. 18 million compared with Re. 185 million for 
land tax. Agricultural taxes were only 1.2 per cent of agricultural income in 
1969-70. Land tax is not easy to evade but bieger farmers are oftea able to 
pay in arrears, whereas smsl'. farmers (particularly in East Pakistan) have to 
pay imdiately: and sometimes bribe the tax officials in order to protect 
their shaky title. 

.n site of the low, incidewe of land tax. farmers were heavilY 
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stantial export taxes on cotton and lute which cut deeply into the profits of
 
comercial agriculture and there were price and quantity controls on'food
 
sold for oonawtion within Pakistan. At the same time, manufactured goods

consumed by farers were made more expensive by tariffs, import controls and 
excise dutit,3. In the 1960s, the situation has improved. Sxoort duties have
 
been removed, and farmers have received subsidised innuts of fertiliser, seed
 
and water. In the early 1960s, farm prices were freedjand sibce 1967 there
 
hav been support prices for wheat. However, the farm sector faces competi

tion from concessional imorts of !L 480 wheat, and it receives only the
 
official exchange rate for exports, whereas manufactured exports receive bonus
 
vouchers which provide an effective exchange rate about twice as high. The
 
big farmers of West Pakistan-are the main users of the new seeds, fertilisers,
 
water and tractors (which are subject to only a 5 per cent tariff).
 

Cdotos Duties.
 

These are designed to.provide protection for industry and to promote

import substitution. Consumt goods imports are either heavily taxed, subject

to quotas, or banned, whilst iaremediate and capital qoode are either duty

free or subject to low duties. The exchange rate system also discriminates
 
against consumer goods. This system of protection is intended to affect
 
the location of Production rather than its pattern, and its social imbact is
 
difficult to judge. 

Exciae Duties and Sales Tax 

'These are.progressive on luxury items, and some items of popular con
sumption are exempt, so the social impact of these is mildly progressive.
 

Local Taxes 

Revenue (and expenditure) of local government authorities is never 
shown as part -of the public sector in Pakistan's plans, and Information on taes of 
local governant isnot available in consolidated form.- awever, the total 
revenue of local government in 1969-70 was substantial, probably about 
RUs 1,000 million. The bulk of this Is derived from octroi, which is a tax 
on goods brought lnto or transported through a city. It is levied at rail
way stations and road check points, and in Karachi it is also levied at the 
Vort, Octroi probably provides about threequarters of all municipal revenue,
but in Karachi it is as high as 90 per cent. Many municivalities auction the 
octroi to pTrLvate collectors. Octroi levies are specific and their ad valorea 
incidence is low, In Rawalpindi octroi is mainly levied on food and indus
trial materials. The highest food levy Is on fish which work out at 1.9 per 
cent ad valorem' and on non-food the highest levy (4per cent ad valore.) is 
on cement. As the octroi is generally a regressive tax and impedes effi
ciency by taxing goods in transit, municipalities were given the right to levy 
a pr(;perty tax in 1911 which was intended gradually to replace octroi as the 
major local revenue. However, most municipalities did not use this right, 
so since 1940 the province of "unjab and later West Pakistan have levied an 
urban property tax. There are now two property levies in.a Rood many mmict
palities (but not in cantonment areas where the provincial proverty tax does 
not apply). The provincial tax is 10 per cent of rental value and the 
mipicipal tax varies from 6-10 per cent. The'assessments of net rental value 
made by the provincial government must be used by mmicipalities, but these 
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are usually very out of date and well below current values. There are also
 
a good many exemptions: industrial buildings In their first six years,

ownerwoccupled dwellinqs for three years and housing estates for six years.

Arrears on property taxes are usually heavy. It has been estimated that
 
revenue from property tax would be five times ae high if It were based on
 
current property values and extended to cantonment areas (where met of the
 
beat houses are located). There is also a street case for making the housing
 
tax progressive to discourage luxury building. The third major levy of mimi
cipalities consists of water charges. In all cases they cover only a fraction 
of the Cost of water supply, probably about a third on average. The defi
ciency partly arises from the fact that people using water from public stand
pests cannot be identified and charged, but it also seem likely that house
holders with piped water are not beLn fully charged.
 

One of the problem of local governsnt is that "cantonment" areas of
 
cities are governed separately from other urban areas. Here the system set up

by the British still holds. The cantonuents, including their large civilian
 
populations, are governed by the mi1tary establishment, which collects taxes
 
and provides mmicipal services whch are subeidised by the defence budget.
 
Local 4uthorities have no say in cantoent offairs, even when they are
 
enclaves within the cities, and occupy prim land in the centre of town. In
 
Rawalpindi, 175,000 people live in the entomnt which includes the
ares 
Intercontinental Hotel and all the best shops. Apart from enjoying subsidised
 
amenities which are financed by the military budget they pay lover taxes than
 
people In Rawalpindi (who have a much lover per capita incone).
 

The net/impact of the tax system is probably to reduce inequality to a 
nior extnt, but we have already seen in our discussion of the fortunes 
of busizess and the farmers that government interference with the price mcb
anise, particularly in respect of foreign trade, is regresesive. 

more progressive 
In the past, the laok of a/tax system has been justified on the 

grounds that it oronoted growth. The upper income groups, particularly in 
business, were given substantial credit for "entrepreneurial thrust" and the 
industrial sector w"8 thought to reinvest threeauarters of its incone. In 
fact# the Industrial sector seem to have saved only half its profits (which 
are struck after deduction of tax free perquisites for nnmaement and sub
stantial tax evasion). (1) There is no evidence that rural capitalists have 
a particularly high savings rate. By international standards the saviens rate 
in Pakistan is not high. The tax system does not contribute such to welfare, 
efficiency or capital accumulation. Its structure Incorporates what was 
inherited from the colonial period, with additions designed to raise revenue 
the easiest way. There is no sign that the woverment has any bit changes 
variously in mind (the 1969 tax increases were largely increases in indirect 
taxes). The following changes would help both welfare and efficiency: 

Incoe Tax: 	 led exemotion. for qualified investments, and 
subject more perquisites to income tax; 

Corporate Tax: 	 A lower rate (50 ver cent) and an end to tax 
holidays and accelerated depreciation in Vest 
_Pkistan; 

(1) Se A..R. Khan, "Somes Notes on 4=4~a Rewiens In Pakista, Pol-U



Laid Taxt Iixemption of smller holdingsan apelicatiom 
of steeply proSresuve tax (on all lAud) t6 e 
courage sale of larger holdilo; 

Lower rates and a norr r rane, abolition ofcustoms Duties: 
O.R.s and introduction of a floating exchaue 
rate for all transactions. 

IinOveable 	 Increase assessnment o- rental values to a more 
Pronerty Tax: 	 realistic level, and make house taxes & y pm 

ftressive. Increase water rates on houses t 
piped severale and water. 

Recently som differential has been introduced between last and West 

Pakistan in order to stimulate ,rivate investment there. The present incen
of capital Roods in the East.tives consist largely of lower tariffs for imports 

It seem desirable to streauthen fiscal incentives for investment in the last, 

This would be helped, if corporate tax privilepes were abolisheA In both West 

sad ast, but tax on profits were remitted for all Vest Pakistan firm inves

tine in the Fast, somethi g on the lines of the Brazilian tax incentives for 
luvestuent in North East Brazil. 

AV
 

The -Social Seryi~w 

The major mechanism by which the itoverment tries to Improve social 

welfare $s by providing social services free or at subsidised rates. 

The "social sectors" aborbd 28or c tof act I "Plan" x nit ia 
is the soooA dMthird Plan tif 10 e 0len s'2Y UP

housin).iiaah are inluded in the 	buwgdt for pbploa pamingSn 

lovever, "plan" expenditure covers only caital items (except for 
scholarships.mal-Ai eredAtim &*fandfamily elain). In addition, there 
Is substantial current spending by central and orovicial qovernmnta, mainly 

for health and education. Third plan expenditure on education is expected to 
be R. 1,436 million, but current snendinp was Re. 2,500 million; in health, 
plan expenditure was Ra. 578 million, and current spendino Re. 830 million. 
In toutl, third "plae" exenditure on the social sectors will be about 
Re 07 million, and current si endin of central and provincial povernment 
about 2s. 3,500 million. These fixures include trants and loans to local 
go mont for social services, but exclude expenditure financed from local 
gveroment revenues. Estimates of the latter can only be guesses as there is 
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Ceastral and Provincia GofmEwt mPlanw Nowitais 
on 	Social Prormue 

1960-65 1965-70 1917 

actual actual propomed
 

Family Planning 19 356 600
 

Malaria Eradication 92 279 292
 

Gemeral Health 193 (149) 1,610
 

Medical Education 96 (150) 390
 

Priery Education 86 143 560
 
Other Education 827 1,293 2,850
 

Urbn and Rural Sanitation 326 361 1,526
 
and Amenities(b) 

lowing and PlotDevelopmnt: (c) 	 845 740 1,72 

works ProArame 	 640 1,136 2,C0 
42 	 51 210.1
*Solal Welfare 

Manpower and p1loymt 34 48 150 

Total 	 3,200 4,706 12,420 

Pet ent of all public develop
texpenditure (includi x 18.3 18.3 27.6
 

Srcei 1960-65 from Final Evaluation of T e _econd iY..Ye an (1Ii-6,
Planning Commision, Karachi, Deceber 1966; 1965-75 from Oine o 
the Fourth Five Year Plan (1970-7.5), Planning Commsuion, Ilaumbad, 
February 1970, pp. 195 (works), 282 (houe), 370 (mnpemr), 383 
(health), 396 (family planning) and 405 (social welfare). 

(a) 	 The figure. viclude sow credits to locql Rovermnt and to the private 

sector which are shown on a gross basis. 

(b) 	 Exclude, government administrative buildins and ns-social item (Is. 6870 
million in the Fourth Plan). 

(d) 	 Includes Re. 100 million for assumed civiX sertce htousi, comiomet of 
eapenditure on an capitals. 
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go consolidated Information on local goVernment finance. my guess Is that 
sixty per cant of local government finances go to "social sectors". i.e. about 
is. 2,000 million in the third plan. Total public sector spending was there
fore about is. 10,200 million or about 3 pr cant of C.P.P. There is a little 
double-counting in this estimate, because "plati" expenditure includes gross
leading to local authorities, and the latter side some repayments of capital
and interest. But this was a small item. 

The fact that less than half of social sector spending cones within 
the purview of the plan is a serious analytical weakness in policy formulation. 
It also, distorts resource allocation, because "plan" expenditure usuallyhas
priority over, "non development" items, so schools, hospitals and libraries 
become more important than teachers, nurses and books. 

Another weakness Is the lack of information on private "lociaL sector" 
spending. I estimate that private expenditure on housing was about is. 4,700 
m11ion, on health Rs. 1,450 million, and on education .e. 2,000 million, 
LiS. a total of Re. 8,150 rillion in 1965-70, or about 2.5 per cent of G.N.P. 

Total expenditure on "social sectors" ts therefore about 5.5 per cent 
of G.N.P. whereas in Western Europe the equivalent expenditure would be about 
20 per cent of G.N.P. (excluding direct social Income transfers which are 
large in Europe but virtually absent tn Pakistan).
 

.Most government spending on social sectors Is directed towards middle
 
*andupper income groups. In education, only a third of expenditure Roes
 
to the primary level; In health most expenditure is for urban areas; nearly

all public housing projects and housing subsidies are for middle and upper
income groups; nearly all snnding on amenities is for urban areas.*For 
this reason, the conmitment in the Fourth Plan Outline to treble social sector 
spending does not mean that there will be an Increase in social justice,
unless the detailed allocations are redirected towards the lowest Income 
groups, Even if the plan does this, there is no guarantee that it will hap
pen in practice. Responsibility for Implemnting social sector programes ts 
diffused through inany goverwment agencies, and a lot of them 3re hampered by 
the weankneus of local governments, particularly ix rural areas. In Met plane,
schemes for university development have usually been fulfilled, but primary
school targets are well below tarqet, proramms to build medical schools were 
fulfilled and rural health centres neglected, targets for civil service 
housing overfulfilled and rural sanitation neglected. Success in the social 
sectors therefore requires soma fundamental administrative reforms. 

Benefits from social progrmmes cannot, of course, be measured in 
terms of expenditure. In same areas, the needs of the poorest section of the 
population are so great that a small amount of spending can produce lares 
benefits. This is certainly true in health, where the main beneficiaries have 
been in the lowest income prouos. Malaria eradication and snallpox vaccine
tion hair* hed a much higher pay-off than investment in medical schools. 
However, this is not true in education where the ereatest wastage rates are at 
the primary level.
 

In the past, decisions on social policy have not been very articulate. 
Social sector spending was determined as a result of political pressure and 
bureaucratic hunch. There was no pnesibility of compaering costs and benefits 
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with any subtlety, and the sections of the planning comission deaUng with 
these problems hpve been very weak. There are for instance only two profe
sloal officers In the Health Section, When there was Aeneral pressure on 
resources as in the third plan, the social promramms were the first to be cut. 
In the third plan, only 50 per cent of the allocations for the social sector 
were used)as compared with 71 per cent for non-social progrmmes. However, 
those parts of the "social sector" which had strong bureaucratic support,
 
e.g. civil servant housing or medical education, suffered the least. The 
attitude towards social progrones was coloured by the general philosophy of 
putting growth first, and acceptih biggr: Inequality for functional reasons, 
However some 1social"" progrrmms had an economic justifi
cation because they constituted investment in man". For this reason, the 
Planning Commission has attempted to strengthen Its analytical capacity in 
manpower planning by calling on the services of the !.L.O., and it has used 
Ford Foundation hel! to study the logistics of the education system. It was 
also hoped that the Commission on..npower and E4ucation would help in this 
field, but itwas dissolved in 1969 before ithad completed its work. These 
efforts will no doubt imrove the situation in the lont run, but the data are 
still too weak to permit any sophisticated comparisons of pay-off in the social 
field, and policy will probably continue to be auided by bureaucratic hunch 
and political pressure for at least another decade. In this respect, Pakistan
 
Is no worse than many other countries. The real trouble is that the inherent 
bias is not In favour of social justice, and the level of efficiency is so 
low that the attempted "investwent In man" has little ipact on productivity. 

Education 

In the past two decades, the most rapid increase in education has 
taken place at the secondary and higher levels which eater very largely to 
children of the middle' and upper class. An unusually large part of secondary 
and higher education is privately finanued in Pakistanbut these levels ab
sorb about half of the budget for public education. Primary education ets 
only 30 per cent, partly because enrolsents are low, but also because primary 
school teachers are badly paid, school buildings are no.r, and no equipment is 
provided. The cost per pupil at the primary level is enly em hundredth ofV 
that in universities - a uch wider range then in most countries. 

Table 5 

Educational .!nrolments in Os 

Anual Compound 
1949-50 1969-10Gowhat 

- 1949-6 

Prsary 3,400 10,500. 5.4 

Secondary 700, 2,710 7.0. 

Coure1 o&Unielrs ty .12. 40 

So !rcs:. Fourth 'Plan Oute, p. 9. 
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Table: 

Current and pitia costil per Hew Student'Place. 

Current 	 Capital 

30 	 150Pr ix (Clauses I-V) 
50 350Secondary. (Classes VI-VIU) 

(Classes.IX ener ) 120 	 29600
 

(Classes tIX-4 technical) 500 	 15,000 

CO:Weges 	(Gene'6l) 250 3000 
(TcPn-al 5o0 15,0000 

1,500 	 6,000
Universities 	(General) 


(Technical) 3,500 15,000
 

Source: Information supplied by Education Section, Planning ComIseion. 

In term of welfare the distribution of educational expenditure is
 

not very sensible, but ithas no greater justification in term of producti
vity. Every level of education involves huge wastage in Pakistan, because 

of drop-outs and failures. However, the wastage is greatest at the primary 
The education system
level where most students do not even learn to reed. 

tends to reinforce sociAl rigidity because the only efficient part of it 

Is the small elite (largely private) stream in which teaching is in English. 

of course, a keen awareness in Pakistan of the weaknesses of theThere is, 
theme were laid down clearly in the Report of the Commission onsystmeaad 

set up in December 1958 and reported in 1959.National Eucation which was 
The Commission successfully recommended more resources for technical education
 

at the secondary and higher levels, increased allocations for scholarships nd
 

greater provision for the elite residential secondary schools, but its recom
the quality of higher education and achieving 100 Petmendations for improving 

cent primary 	school attendance within 10 years were not followed.
 

One of the =aJor problems in Improving education is administrative. 
tsPr$"ary education is larely the responsibility of local government, which 

espected to provide buildings, equipment and teacher housing. The poorer the 
to do these things. Provincial goverpmentsauthority the less likely It is 

provide primary teacher salaries, but at such a low level that they have to be 
Supplemented, sometimes by charging the students illicit fees, Secondary 
Odvration ts the responsibility of provincial governmnt, and the central 
govermLent runs universities. The higher the level of education, the sore 
efficient the administration is likely to be. 
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In July 1969,. Nut .Wan put forward somi bold new proposals on educa
tiona policy for public discussion which had been prepared rather quickly 
and had some rough edges. Broadly speaking the following was proposed:
(a).'.doublink of ipublic expenditure on education; (b) increasing the enrolment 
ratio' In primary schools; (c)higher salaries for teachers; (d) a massive 
remedial programs of adult literacy; (e)a mrjor witch in secondary educa
tion to technical subjects; (f) replacement of English by national languages 
in government and education. 

These proposals were subject to extensive public debate. The Fourth 
Plan takes them 'Into account to some extent, but with a smaller fitanclal com
mitment, less emphasis on adult literacy proerammes and formal technical 
education, but slightly more on primary school enrolments, upgradlng of teache 
pay and qualifications, and enlisting industry in technical education bv a vay
roll levy for in-service training. The New Education Proposals have been Moj
byths gomrmsnt, but simpl mntation is left to thJ proince. 

Primary Eduction 

In percentage terms, primary enrolments rose fim,33,oer cent of the 
age.group 5-9 years in 1951 to 50 per cent in.1970.- In .167,only 27 per cent 
of students in state schools completed the whole five year course.(l) Only a 
quarter of these were .girls. -Since then, drop-out rates have fallen consider
ably in East Pakistan. If we allow for English medium private schools where
 
the drop-out rate'is small, it seems likely that about a fifth of the chil
dren in the country finish primary education. The quality of public education 
is very poor. 30 per cent of the teachers are not qualified; books, pencils 
and paper have b be purchased by the students; and teachers are so badly paid 
that perent .ofpupils usually have to pay them feesZ) This low-coverage low
quality education ts the maln reason why 80 per cent of Pakistanis are still 
illiterate. Pakistants record in education ts In fact one of the wrst in 
developing countries, whether judged In toms of the level of effort or the.., 
increase since 1950. (3) 

rapid increase In primary enrolment and a reduction' in drop-outs is 
probably the most useful educational investment that could be made in Pklstan. 
It is by.far the cheapest k:ind of education, snd empirical tests in industry' 
have shown that there is a big difference in oroductivity between illiterate.' 
and literates, so the pay-off ,islikely to be hipher than in secondary and 
higher education where there is a surplus of graduates in search of eimloyment. 
In the long run, Increased primary enrolment should have a imjor impact in 
Increasing productivity which is blocked in all parts of the economy by the 
mental paralysis itduced by illiteracy. It would also improve economic mobi
lity and the status o women.. It should help produce the rental attitudes 
that make the difference between a stagnant and a progressive society, and 
break down the passive vervility which is the hallmark of the mss on the 

(C)See R.A. Karwanski, Education and Supply of Nan.over in Pakistan 1961-66,
 
.PatI, p. 8, U.N.. Manpower Planning Project, Riwalpldi, 1967.
 

(2)At the end of 1968 primary teachers'salaries ranged from 45-110 rupees

A month In East Pakistan, and 60-350 in West Pakistan. n the Spring of
 
1969 these were rtised .20 per cent but this still leaves most teachers
 
with lower wapes than unskilled industrial workers.
 

(0). ",?orthe .vfdence, a"~ A. Nuiftson: ISQU'** Pr n ad'afI 
Dv~'i~Cointriesp ' . it.,p*45 
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a b ba is for improved
4ubcontinent. A universal mtecould 
social welfare. The schools could:,ptovide ,children with.midday.maals and; 

teach the basic, rules of. anitation Mid toiletregular medical surveillance, 
tralng, and inprove health by including games, in the curriculun, . 

primaryIn the Fourth Plan it is suggested that the enrolment ratio in 
(95 per cent by 1985). and that 

education will be raised -to 65;per cent byA1975 
to 30. per cent. It remains to be seen 

the. drop-out rates' will be reduced 
whether these goals wi111 beimplemented. 

Adult.Literacy 

One way in which the heritage of poor ,primary,; education can be tackled 
Given the poor facilities at the primaryis by prograies for adult literacy. 


there must be a large number of illiterates who deserve 
to be rehabili

stage, 
The New Education Policy Proposals put forward by Air 

Marshal Nut Khan
 
tated. 

In 1969 suggested a Literacy Corps (on the Iranian model) 

whose main task 

would be adult education. The attractive part of the Literacy Corps idea is 

that it mobillses the training capacity of the army which is
not presently
 

being used for development, and it helps transfer some of the cost of educa

lut the best strategy in tackling illiteracy
tion to the military budget. 

at the present stage of development is probably prevention rather than cure.
 

Until primary education facilities are available to most 
children, it would
 

mistake to divert large resources to remedial literacy 
on a mass basis.
 

seem a 

Many of the 68 million illiterates are drop-outs who have 	

had some access to
 

education, and most of them are either not strongly motivated 
or too fatigued
 

to
 
to acquire literacy. Furthermore, there is at present little for the 


In Iran, the Literacy Corps has an output of only 2.5 
adult literates
 

read. 
 in educa
per Corpsman year of service, but its record 


10 times better. A Literacy Corps would be useful in spreadting children is 
areas, but as a prograum for educating adults,

ing primary education to remote 
The cost of training a Literacy Corps member
 It is likely to be inefficient. 


would be hiRher than that of primary school teachers 
and their training cost
 

would have to be amortised over a very brief professional 
life (21 months was
 

what N.E.P. suggested). It is therefore probably best to restrict adult
 

-literacy programes to special categories of workers 
who 	are likely to have a
 

Unfortunately, the
 
functional need for it,as supested in the Fourth 

Plan. 


idea of a Literacy Corps now seems to have been dropped.
 

General Secondary Education
 

Enrol-

In 1969-70, there were 2.7 million children in classes 

VI-X. 

Almost all chilLren who
 

ment was about 16 per cent of the relevant ae group. 


fi0sh primary school jo on to secondary education. The drop-out ratio in
 

secondary education is lower than at the primary level, but only half the
 

students pass the matriculation examination successfully. Eighty five per 

cent of secondary school enrolments are in private institutions, 
thoush.these 

receive some government aid. 

There are three types of secondary school.
 

given In the vernacular;* 	 (a) government schools where education is 
concentrate hsa llY(b) 	 relitious schools (maktabs anduAdrasa s ) which 


. nn ralleinus subiects:
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(C) an elite group of schools in which instruction is given in English. 
Sone of these are missionary schools, some are private, and some 
are run by the goverment or the military, I.e. model schools and 
cadet colleges. These provide edtication of reasonable quality for 
the upper class, the children of the bureaucrats and the army, and 
some bright scholarship boys. 

The main problem vith secondary schools is their abysmally low quality., 
emphasis on rote learnine, and lack of analytical trainin. Only a fifth of 
the students offer, science subjects at matriculation, and most of the students 
are fitted only to be efficient filing clerks or ledger keepers. The schools 
need to be greatly strengthened in science and mathematics if they are to 
improve the quality of the labour force. 43 per cent of secondary school 
teachers are unqualified, 79 per cent in Bast Pakistan, and 21 per cent in 
West Pakistan. The quality of Instruction needs improvement throuRh in
service training of teachers; better salaries; provision of equipment and
 
modern textbooks in Urdu and enalil; and chanees In the curricula in reli
.ious schools. 

The system of elite education in Fnqlish produces a gar between the 
upper class and the masses, reinforces social Inequalities which are already 
very marked, rigidifies the social structure, stifles originality of thought 
and 	the development of. a national culture. Unfortunately, the elite schools." 
are 	the only ones which produce anythin, which can be retarded as a emuine 
secondary product. 

Technical Secondary Tralntuma 

SAbout 4 per cent of .children at the secondary level are getting tech
nical education. All the evidence(l) suggests that the products of the es 
ting Vocational schools are not well prepared for Industrial eaployment; They 
learn by,.rote,. have poor.equipment, and little practical esperience. It Is. 
alea difficult to find good teachers, so that the feasible rate of expansion, 
is do,. Even theoidest third plan target for vocational schools was only 40: 
por 	cent ilfilled.
 

The best way to ensure that technical training Is appropriate and 
flexible is to entrust it to an autonomous body (rather. than-to the Ministry, 
of Education or Labour) which Is closely in touch with the skill needs of 
employers. This will also help in recruiting suitably qualified and experien
cod part-time teachers from industW. The model for Pakistan in this field 
should be the industrial training system developed by Brazil in 1941, copied 
by Colombia in 1957 and by the U.K. in 1964. These systeme are finaencd by 
pay-roll levies - 1 per cent in Brazil, 2 per cent to Colombia and rates which 

(1) 	 See report of R.N. Lyman (I.L.O.), Technical Education. Technical. Voca
tional and Industrial Traini , National Comission on Manpower and 
Education, Islamabad, April 1969; H.R. Lohmann (Oklahoma State Univer
sity) Evaluation of Advisor y Services OSU.-Pakitan Tecnhcal Wdy 
Project, December 1968; Investment Advisory Centre, IyP!t" 2LNIL 
Skills, National Coirssion on Yanpower and Education, slmbadq 1969. 
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vary by industry in the U.K. The employer pays the levy as if it were a taxt 
but:he gets a rebate to the extent that he provides in-service training. The 
training scheme provides him with skilled instructors to work in the pjant',
 
and gives him the opportunity to send workers to trade schools where courses
 
are designed ad hoc to meet Industry's needs. This system forces employers
 
to 	take training seriously and ensures that it is relevant. The trainees are
 
people who already have jobs and whose skill needs are specific rather than
 
students who will have to find a job to match their training. Such a system
 
would help social mobility by enabling workers to upgrade their skills, and
 
reduce the present emphasis on paper qualifications. The Fourth Plan suggests
 
a 2 per cent pay-roll levy to finance such a scheme. It remains to be seen 
whether it will be implemented. Up till now industry has not been interested 
because its immediate impact involves higher cost for them, and they have 
little incentive to increase efficiency with the present foreign exchange sys
tem.
 

Higher Fducation
 

Higher education in the subcontinent derives from the system set up 
by the British in 1857 when the first three universities were created. These 
were purely examining bodies. The two year D.A. course was taught in colleges 
affiliated to the examining universities. The courses were usually in the 
liberal arts and were given in English. After 1919, some universities under
took,teaching, but only for the two year M.A. At independence, there was only 
one university in Pakistan. Now there are twelve universities with 22,000 
students and one postgraduate (Ph.D.) university at Islamabad with 60 students. 
There are 500 colleges with 415,000 students; 100,000 of these are enrolled 
in D.A. courses, the others are doine the intermediate course, which is pre
naratory to the B.A& 

The two year D.A. system has no parallel elsewhere (ithas now dis
appeared in most of India) and i.s probably the worst type of higher education 
in the world, It does not cogitribute to the skills or analyt:ical capacity of 
the labour force, but simply reinforces the exisidbgnrejudices anainst jobs 
involving any kind of manual labour. It is more of a substitute for employ
ment than a preparation for it. The system is overacadetic and examination 
oriented. Most of the produc a"o of less use to the economy than if 
they had not attended these inetkutions. Many of them are unemployed. The 
1959 Commission on Education suggested the introduction of a three year B..A.
degree, and physical separation of intermediate students (who are really con
plating their secondary education) from B.A. students.(1) roth these propn
sale met opposkion from students and parents who always seem to press for a 
lowering of standards, and the government did not have the courage to imnle
sent the Coomission's recoumendations. These suggestions are not repeated
 
in, 	the new education policy. 

Adpisqion requirements are extremely lax for A.A. courses. As a 
result, 30 per cent of students drop out in the first year and only.58 er 

(1) 	 This was also very strongly recommended by the Kothari Co/itteein<, ndiai 
.see Report of the Education Commission 1964-66, Miistr. of Edtcation, 
tIe, Delhi, 1966, who pointed out. the deleterious effects of the oresent
 
system on universities,. schools,. and students, 



cent of thoe completing the second year pass their exa:lnations. The combined
drbot/failure ratio is around 60 per cent. Drop-out and failure rates are 
also high at the N.A. stage in universities, About 340 of the 500 colleges 
are 	private. But both colleges and universities are helped by substantial 
grants in aid, and topether absorb 20 per cent of the public education budqet.

The 	Fourth Plan comments as follows: "Presently, many colleges and all univer
sIties are heavily subsidised by public funds; yet these institutions offer
 
direct benefits almost exclusively to middle and upper income familie, that
 
is to says to a small minority of the country's population".(1) 

In spite of their poor quality, 200 colleqs were founded by the nri
vats sector durinq the third plan, and thet is obviously a demand for this 
type of education. The Rovirument has a responsibility to uplrade the teach
ing 'of,science and mathemtics, improve the qualifications of lecturers, old to 
provide libraries and laboratories, 	 but it should try to
 
stop'the expansion of low quality higher education. Expansion could be checked
 
if there were a better procedure for accreditation. If subsidies were tersi
nated for colleges not accredited, some of the weaker ones would collapse

(which would be no loss). Itwould also help if the ginverument wre to intro
duce a system of compulsory national service (military or developmental) fox 
all 	those who enter hipher education (whether they pass their examinations or 
not). This would deter some of the less promising students; itwould help

primary education a good deal by sending young graduates to villa es; it would 
improve the social cohesion of the country by givinp. the upper class some
 
contact with the masses. Finally, the check to mansion of low grade higher
education would help ensure quality improvements at secondary level. At
 
present, the low quality of secondary education is tolerated by parents

because they hope their chilfdren can offset some of its deficiencies in col
lege. If this avenue was blocked, there would be more popular support for
 
improvement at the secondary level.
 

Housing
 

'During the third plan public expenditure on non-military housina was 
about Ro. 500 million, (f which a third was the cost of land) most of which 
was "in urban areas. In the sam period total urban housing investment was 
bout Re. 2,570 million (excluding cost of land acquiition). Public housing. 

was therefore about an eighth of the urban total. For earlier periods wehAve 
no data on total housing Investment, but we.know that public housig expendi
ture was bigger in the second plan than iv the third. 

'Wehave no recent informtion on the nmer of housing units, but if 
we assume that the housinS stock has grown parallel with population since the 
1960'housing census, and that replacement took olace at I per cent a year,
then 1,140 thousand urban dwellinqs would have been constructed during the 
third plan (i.e. the housing stock would have risen from 2,895 thousand units
 
to 3,890 thousand and 145 thousand would have been replaced). this would 
mean that each new hcuse cost Re. 2,255. This is a lw figure for pucca hous
ing, but ray of the new buildings were jhuppies or bastis (cheap slum dwal
lingos).
 

().. 	 Outline of the Fourth Five Year Plan (1970-7), Planing Comission, Islam-
Ahad lahwu ,v 107n-. 



The C8.0. estimates for rural housing Investment show a construction 
.ut this impliesexpenditure of Re. 1,244 million durinq the third plan. 


(on the sane assumption we have made for urban housing) that new houses in
 
Re. 350 each' and the figures are orobably much too low.rural areas c9st only 

We know that urban incomes are about 60 per cent higher than rural income, 

but there Is unlikely to be this much difference In housing standards between 

town and country. In fact, rural housing construction was probably at least 

twice as hiph as the C.S.O. estimates, which meas, a total third plan housing 
orinvestment of about Re.5.000 mill-ion, of which public housing wis about 6 


7 per cent.
 

It hsot clear whether the housing situation is gettior worse or 

better. The Fourth Plan suggests that there is an enotidousad gtrowinp back

the towns which now amounts to 1.5 million dwellings. lovevers thislog in 
of shelter but is intended to be a rough"backlog! Is not a phyoical shortage 

of the incidence of sub-standard acconbodatiob, The Piannine Coumiseasure 
sion assumed that "the backlog" mounted to 606,000 units In 1960, i.eb about 

30 per cent of urban housing was then judged to be substAndard on the basis 

of data wailable from the housinq census. Additions to the backloq between
 

1960 and 1970 were calculated by comparinq tecorded buildinp activity with
 

the growth in the number of urban householde However, Fourth Plan data on
 

new building are incomplete. They relate only (and incompletely) to pucca
 

housing, and are not comparable with the census figures which cover all form
 

of shelter. Nor are they c6extensive with the implicit definition of acceP

table housing standards for 1960 (which included .70 per cent of 1960 accomo

would therefore seem that the Planning Commission has no realdation). It 

evid-ace that the housing situation ih deteriorating. On the other hand, it
 

It is quite likely that 70
probably understates the amount of slum housing. 

Der cent of the 1960 housing itock consisted of , -.w rather than the 30 per
 
cent which the Plan assumes.
 

In the past, publii housing has been built largely for refugees and 
cost Re. 200 million
civil servants. in the third plan, civil servant housin, 

of the spending in the new capital, Islamaplus about 100-150 million rupees 
,bad.,Other public housing cost Re. 167 million. Many investment projects, 

some housing, and the militarv budeet includese.g Tarbela and ManglaInclude 
Fot tsublic housing is letan unknow (but substantial) mount for housing. 


at 1very, low rentals, or sold at a los, and in.refugee housing, rent payments
 
are highly delinquent.
 

Government housing has generally been of a type which only the middle 
or upper class could afford to buy or vent. Some simple one-room accninoda

tion was built for refugees as a nucleus for later additions, but nost
 
attempts to build for low-income fmilies have been failures. In Koranui 

township near Karachi, where an attempt was made to rehouse refu,ee slum 
dwellers, soot of them sold their plots to richer people because they could 

not afford to live there. If public housing is to make some provision for 
the needs of the bottom seven-tenths of the urban ponulntion, deslans will
 

be needed for housing units which cost less than 2,000 rupees. .Rut foreign 
experts continue to propose schemes in which each house costs a multiple of 

this. A recent American team proposed n minimum standard of two-room 
a artments for industrial workers, and then admitted that workers would only 

be able to afford one fifth of the economic rent of such units, The economic 

rent would be 55 per cent of their income. (1) The two-room minimum was based 

(1) See Renort on Workel Rousin in aErachi, USAID, 1968. 
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terythtparents andj c14eonth hidsepenratelbtarcn 

family planing survey suggested th~i our fifths Of *t idult iomlutioi
 
shar bedr with childrena
 

It is obviously desirable to do more realistle tessarch on eove possi-.
$lities of low income housing. One -;osibility might be tent-housig which 
can be cheap, comfortable and hylienic, Teat design and fabrics have emroved 
enormously in recebt years, particularly In Prjacj. Another advantaqe of such 
units Is that they can easily be moved heres .other types .of housing have to 
be demolished in urban reneal schemesi Tent housinR Is very videspred in 
central Asia and Mongolia. About half the population of Ulan Bator live in 
permanent tent setklements which are quite comfortable and withstand a tempers
ture variation twice as larqe as In Oakiatan. It is also necessary to carry 
out research on the quality of buildint materials and the practical problems

of building houses for the very poor. The problems that should be tackled are
 
quite earthy:
 

(a) how to stabillae a dikt floorl
 
(b) how to privent mad plaster falliag off after each rain; 
(c) how to keep rot and vhits ants out of bes; 
(d)how to promote rdi-off from wall tops and flat roofs;
 
(e) how to protect the base of erth walls;
 
-(f) how to preserve basboo;
 
(8) how to fireproof and preserve thatch;
 
(h) how to do all of these thints wthout incurring very
 

much additional expense. 

Even if Rood desifts for low ince housing were available, itLsem 
doubtful whether the governsont would be justified in mounting a substantial 
urban housing prograee. Urban dwellers are more prosperous than thoselin the 
countryside, and sn expanded programme inlolves mubsidising a richer group.
 

In the third plan, civil servants jot about two thirds of the public
housing, and in general this housinq is heavily subsidised -Rental housine Is 
supplied at 7.5 per cent of salary, although In many renteces the economic 

would, be.a multiple of- this f *ure. It seo desirable that civil servants
 
pay a larger share of the economic rent. The charge should he varied propor
tionately to the economic rent, e.g. it might v4ry between 7-1/2 and 15 per
 
cent, of salary. Once these market forces are introduced, there should be some 
incentive to economise which does not exist at present. 

In addition to public housing, Roverament has provided local authori
ties with loans (10 years at 6 per cent intereo for plot development. The 
gross amounts going for this purpcse were Ra. 48 million in the first plan,
3. 184 million. in the second, and Rs. 257 million in the third. Most of the 
plots were for middle and upper class housing in areas developed by improve
,ment trusts and development corporations like Gulberg in LAhore, Culshan in 
Dacca,. Sottellite Town in Rawalpindi. The develoTed nlots were sold a nonon 
profit basis, i.e. well below their warket value, to civil servants, military,
and other favoured clients, whereas they should obviously have been sold by
auction. There have bepn no effective limits on the soe of plot@. 
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The government provides Lov-interest housing loans to civil servants (up 
to 18 monthe pay) and advances against their provident fund. The House BuildIng 
Finane Corporation does the sama for the general Public. In the past, the 
average idan of the U.B.F.C. has been Re. 19,400. The funds have gons entirely 
to middle and upper class borrowers. To some extent this bias is inevitable as 
the orporation has to aselect creditworthy customers and keep down overhead costs, 
but it to difficult to see any social justification for direct State provision of 
mortpge finance to this income group. It would be more reasonable to provide 
institutional support for private savings and loan associations by creating 
goveryent insurance facilities, and a secondary mortgaie market along American
 
lines.
 

For upper income groups the Fourth Plan makes a plea for tax advantagss. 
Dut the case is weak. Householders theoretically face a maximum local plus pro
vincial tax of 20 per cent of rental value, but in fact they pay les than 4 per 
cent of real rental values as v'ell as a minor amount of income tax on rental 
income and imputed rent. The Income tax burden is very low, and there has been 
a steady appreciation in the capital value of housing which Is not subject to 
capital gains tax. Many of the upper income croups have benefiL2 dispropor
tionately from government schemes to Promote site preparation. There is, in'fact, 
a strong case for making the tnx on urban property sharply Progressive. Higher 
taxes on large houses will reduce the incentive to build them and will encourage 
people to split up the existing stock into apartments or sell them for iastitu
tional purposes. Most of the houses of the upper income qrouvs are very large by 
international standards and use land lavishly. As they are assets with a very 
long life, they should be designed with an eye to likely future social develop
ments. In future, the number of servants is likely to fall, families will be 
smaller, Joint family living will decline, and land will get scarcer. Goveruent 
policy should aim to anticipate these developments by discouraging the buildinR of 
large houses.
 

Urban Water, Sewerage and Sanitation
 

The poor quality of water and sewerage in Takistan cities is a major 
health menace. By European standards, sanitation cmditions are medieval. Only 
7 per cent of the urban population has piped water tand sewerage. (1) This is only 
about 1.4 per cant of the population of the whole country. 98.6 per cent of 
Pakistanis are therefore without modern bathroom or toilet facilities. No town 
has water fit to drink. A large part of the population wash and drink from ponds 
or even from sewage water. Most sewerage goes into open drains and no city has a 
proper sewage treatment system. Drainage of storm water Is also poor and streets 
are often flooded. More than a quarter of the urban population have no sewerage 
or drainage of any kind, so that their wastes either accumulate or evaporate or 
disappear by seepage. Sewerage and water supply are often In disequilibrium. 
Rawalpindi sewerage has lagged behind water supoly to such an extent that the 
water table is steadily rising and ts now rotting the foundations of some of the 
bigger buildings. As a result of poor water and drainage the ponulation is plagued 
by hepatitis and dysentery, malaria Is difficult to eradicate, and many of the
 
rural population have hookworm.
 

(1) The 7 per cent figure excludes Karachi. Karachi, as the capital, was favoured 
in public allocations for investment of this type, and wn 'better off than the 
national eversee. The same is even more true of Ielamabad. 
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Modern water and Sewage facilities are expensive relative to the in
coe of- the population. In 1970, normal capital costs for pipel water in 
West Pakistan cities were estimated at 93 rupees per person, and seweraee and 
drainage at 83 rupees a head. A major problem with water and severage facili
ties which are not connected to individual houses is that the users cannot 
be identified and cannot therefore be directly charged. As water rate is 
levislonly on consumers with taps, water revenue covers only a fraction nf 
water costs inmost cities. 

In. principle, one third of the funds for municipal water and sewerage 
are a prant by the provincial governments to municipal authorities, improve
ment.trusts etc. Another third consists of loans and the rest is financed 
locally. A 1967 survey(l) suggeste4 a programe which alms to provide ade
quate water supply to 90 per cent of the urban population by 1990 and which 
would cost-Rs. 2,014 nillion during the Fourth Plan. This compares with 
Re. 1,797 million which the Fourth Plan proposes (Re. 1,198 in the Plan sup
plemented by Rs. 599 from local Povernment). If the Fourth Plan is implmen
ted, Itshould lead to a substantial Imp.rovement compared with the third plan 
period when total spending on urban water and sewerape was only about Vs. 436 
million. The present water supply and sewerage schemes were drawn up by the 
Public Works Dept. or by foreign consultants on standards which may be too 
high; for instance, the recent master plan proposal for ChittagonR is quite 
lavish for such a poor country. It should be possible to build rough drainage 
and sewerage systems inan urban works programme which are cheaper than piped 
sewerage but much better than what is now available. After all,mohenjo Daro 
and Harappa had good drainage and sewage 4,000 years ago. 

Other Urban Amenities
 

There are many ways inwhich urban amenities need improvement. There 
is an obvious lack of recreational and cultural -facilities such as theatres, 
sports stadia, uusemus, culture parks etc. It is also desirable to restore 
the Moqhul tradition in gardening and public architecture. In all these fieldl 
a little money can go a long way. There is an urgent need for better local 
bus services. At present these are run by the private sector, and are unreli
able, unsafe, and uncomfortable. More sanitary Inspectors are needed in mr
kets, and the police should be instructed to remove unaccompanied aosts, sheep 
cows, camels, horses, buffaloes, geese etc. which are both a health and a 
traffic menace.. There- is a large. scale need for oublic toilets and baths. 

lbral Water and Sanitation
 

There are nearly 115 m1iion peoh in the 101,000 villtes of'Pakistan, 
each for water and sanitation over' a five

The Third Plan cave them 45 pois 


(1) 	 Sae LOUR Range Plan, Goverment of Pakistan Public Health Inpineerinq 
Department, May 1967. This referred, to half the urban population of West 
Pakistan, it oxcludqd Ksra hl and 'Lih, and tovas of less than 25,000 in
habitants. We have adjusted the fipures on a pro-rata basis to cover the 
whole of Pakistan. 



yer period, whereas the urban population got e. 13.5 eak plus municipal 
a mluq. It is Inevitable that per capita costs are higher in cities than 
in villes where siMler solutions are feasible. There is also a bieor 
public health risk fr,u deficiencies in the cities. However, the gap between 
ton and country dods sem very large. In the first plan period the qovor
ment provided only 3,000 tubowele to ast Pakistan. In the 10 years 1960-70, 
the 	moverment provided 164,000 tubevells for drinkint water in east Pakistan 
and 	Improved water supply in 473 West Pakistan villaes. There vas also a 
progrmms to provide standardised latrines to the East Pakistan villages. 
Thece wad no nrovision for public baths or wash houses. A large nroortion 
of the rural population suffers from hookworm or dysentery as a result of poor 
sunitation. There has been no official propaqanda for better sanitary rarc
tices. School children should be heavily indoctrinated in the virtues of saniL 
tation, and special care should be taken to previde good school toilets and 
washing facilities. The nov rural health centres cbnid also contributi sub
stantially to this propaganda campaign. 

In Pakistan, total current expenditure on health in 1970 was probibly 
about Re. 1,650 .illion,(l) and capital expnditure about Re. 300 million. 
This m ke. a total of PA. 1,950 million or 2 per cent of GN.P., (15 ruees 
per head) compared with 5 per cent in the U.K. (500 rupees per head) coiaired 
with 5 per cent in the U.k. (500 runess per heat), and 6.7 per cent i the 
U.S.A. (1,50W rupees per head). 

In the past two decades the death rate has fallen drastically and life 
expectation has risen from 30 to 50 years. This is a very bio Iuproveent, 
but life expectation is still 20 pears lower than in Europe. Fertility has 
remained very hi.h, so that population is now growing by 2.8 per cant a year 
compared with I per cent in the period 1901 to 1951. (2) Unless birth control 
progrimnes are successful, the rate of population arowth will rise a tnod dedl 
ore 	as health improves. 

(1) 	 The estiate is based on the assumtion that 14,000 man years of doctor 
tim are devoted to private practice and that each man year costs Re. 30,000 
i.e. a total of IS. 420 million. Exoediture on drums was about ie. 440 
million (crude estimaste based on Re. 300 million production snd Is. 30 
a llion Imports and aessuming a retail markun of one third. See 
figures given in Pakistan Pharmaceutical Manufacturer's Association, 
Supplement to Pakistan Times 8 Nov. 1969). It is assumed that the cost 
of Indipaous type treatment was Re. 438 million (19,000 man years of 
homeopathic time 4t s. 10,000 each, 33,000 haki man years at PS. 6,000 
each. W 5O,00 dal years at fs. 1,000 each). In addition central and 
provincial governments spent Is. 200 million sfee Rudiet statements of 
central and Provincial governments, 91 million for West Pakistan, Is. 79 
uillion for r.st Pakistan and Rs. 33 mllion for the cantre in 1969-70) 
and micipal goveru-ants spent Re. 150 nillion on current items. Canital 
coets wore Re. 150) million in the public sector and RS. 150 million in the 
private sector. 

(2) 	Pv=ulation in Pakistan was 73.9 million in 1951 and 45.5 million in 191.., 
See G.W. loraeq, '"Lbour Force Participation Rate in Pakistan: 19011961", 
Pakistan DeveloNm t eNI. Spring 1968, p. 83. 
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The decline in mortality is due to several causes; (a) improved water 
_plin both villages and towns. This has substantially reduced the imci

dibce of cholema, typhoid and hepatitis; (b) smallpox vaccination is not
comlete but ie very widespiread. It has reuced the deaths from this disease 
to negligible proportions; (c) malaria eradication proerms by Means of
D.D.T. spraying. This pros.rams now covers 87 per cent of the population and
Is in its end phase. It has bad a major Impact in reducing the disease;
(d) large-scale sales of neO antibiotic drugs which have cut the incidence of 
many diseases; (e) improvement in health services. 

The death rate 16 still himgh in Pakistan by Western standards, and
there is widespread mortality from diseases of poverty such as tuberculosis
and pnetmonia. There is also a good deal of ill-health due to poor sanitation,
inadequate diet, clothing and housing. Nany people suffer from dysentery and 
hookworm which debilitate them and reduce vopking efficiency. 

Pakistan is still at a stage of development in which expenditure on
health can have a very 114h Impact in increasing life expectation, but proeress
in health also depends directly on the Meeral standard of living in a way
which is not true in the West. 

Thus far, success in public health has been achieved throush cheap
crash programmes of a preventive character, with little public prvision of
curative services except for a small privileed section of the population. Is
the Fourth Plan period, sevetal of the crash proramees will enter their tar
inal stage, and there is more emphasis on curative services. 

Host of the health services of Pakistan are concentrated on the urban
population. 80 per cent of doctors in West Pakistan and 60per cent in East 
Pakistan live in towns of over 25,000 population. Most of the hospitals are
in urban areas. This is the reason why mdlcal facilities are so much more 
developed in West Pakistan which has 4 times the urban population of last 
Pakistan. In Wet Pakistan there are 13,400 retistered doi3,rs, 4,700 nurses,
1,881 lady heals:h visitors, 1,790 registered midwives. In the East, there are 
oily 8,052 registered doctors,(1) 700 nurses, 262 lady health visitors and no 
re/istered midwives. 

Host of the rural population have no access to modern health services 
at all. They rely on indigenous medical men. There are 33,000 hakim Who
practice traditional (unant or nyurvedic) system of medicine. They have little
training but use modern as well as traditional drugs. Rakims now have to be 
state registered in order to practice. In addition there are 50,000 villAe
midwives (dais) traininwho usually inherit their job and have no at all. 
Alnost all dais are married women, ned a recent family planning survey showed 
that on average they have 9 children. Their services are therefore oly parttime. Apart from this indigenous medical personnel, there are 19,00 homeo
paths who practice in both towns and villaes. 

(i) There are over 21,000 doctors registered in Pakistan, but smy are listed 
who have died, emigrated or retired, so there are probably only 16,000


who practice in the country.
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The public health services tend to be controlled by doctros, Ao are
 
strongly Influenced by estern concepts of med'.cine and have not been too
 
imasinative in adapting their standards to local conditions. Thus rather
 
little has been done to birin, indigenous medical sen into the %eneralhealth 
service, though the family planning prormme has used Indigenous uidwives. 
At the time of independence there were two categories of doctor in Pakistani 
the N.5.B.S. with five years of training after the intermediate level and the 
licentiate whose trainint was shorter (4years). Inthe early 1960s, the
 
1.satiate was abolished, and the relevant schools turned into medical colleqes. 
Many 1icentiates went back to school to uperade their qualification to H,5.5.S. 
Infact, it might veil have been better to develop A category of medical 
personnel with even lover qualifications than the old licentiates, e.g. like 
the feldschers in the U.S.S.R. or the "barefoot doctors" of China. 

The "free market" demand for sophisticated medical services is fairly 
saturated. As a result, halt of the new medical graduates in Pakistan emL
grate,(1) because they cannot find lucrative enouqh jobs in the city. It is 
highly desirable that some of the now doctors be diverted to work. in rural 
areas, but for the simple dibeases of poverty the main need is for paramedical 
personnel rather than doctors. Their services are much cheaper, they can be
 
trained easily, and they are unlikely to emigrate. This has been recognised 
inthe Fourth Plan outline, but it seems doubtful whether paramedical personnel 
will in fact be trained on the scale foreseen. In the third plan very little 
was done to implement the programme for rural health centres. There are only 
about 200 of these, but 7,500 are needed If the needs of countryside are to 
be met. 

Faily Plana 

In Pakistan virtually all women are married. In East Pakistan, the 
averae age at marriage Is15.7 years and in West Pakistan 19.1 years. Esti
mete of the P.I.D.E. shoved that In 1962-65 the birth rate was 52 per thousand 
population and the death rate 19 per thousand, i.e. population was increasin 
by 3.3 per cent a year. Half of the deaths were due to the process of child
birth which killed off mothers and children inlarge numbers. This spectacu
lar rate of population growth (compared with 1 per cent a year from 1900-50) 
obviously threatened to absorb most of the benefits of economic grovth, and 
led the government to make a serious effort at family plannin, frem 1965 
omiards. The tarset was to reduce the birth rate to 40 per 1,000 by 1975 and
 
to 30 by 1980. At the sam time, the death rate was expected to drop slowly 
to 17.5 in 1975 and 15 in 1980.
 

Until the census results of 1971 are available, it will probably not, 
be clear what has happened to population. However, the family plannint 
ormanisation claivathat births have been reduced to 42 per 1,000, and the 
Planning Comission eassumthat population greow by 2.8 per cent a year In 
1965-70 as compared with 3.1 per cent from 1960-65. from 1970 to 1975, the 

(1) 3e" &A. Karwanaki, Doctors and Medical Per:sonnel in Pakstan 1960-1985. 
U.N Manpover Planning Project, lawalpindi, March 1968. 
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Plaming Coamission assumes that population vILL rile by Z.7 .er.1 cent a year, 
which Is mich ftster than is implied in theiorixtil family plan progrme. 

There are two reasons why the programme is fllikely to have rapid 
results: (a) its first bucceesus were with people who were willing Acceptors 
and who were willing to undertake birth control when they found out about it 
and had access to the new techniques. PersuaditRa new layers of people who 
are handicapped by fear and ignorance will be a more difficult and costly 
aleration- (b)the first phase of the proqraes was forced through by the 
Ayub regime as a crash capplgn, usint the official nropaganda machine and 
the apparatus of basic demobracies. This fact Is now exploited by relilous 
or other opponents of the prramme, so that official propaganda for birth 
control i now practically non-existent. In nine months, I have seen not a 
single newspaper or T.V. advertisement, and only one old hoarding. 

Apart from this it would seam that the method which held greatest 
promise - the IU.D. - has in fact run into technical difficulties because
 
It is either spontaneously expelled or causes bleeding in many woman. The 
Fourth Plan therefore puts cumphasis on more expensive measures such as pills. 
condoms and sterilisAtion. There is, however, no mention of abortion, or an 
Increase In the legal age for marriage, both of which would arouse some social 
antagonism.
 

The progrm e has In fact brought some relief to the problems of the 
lowest income groups, but certainly offers no panacea. The birth..rate is 
likely to remaln high until there is an Improvement in basic educiotl l 
levels and an upqrading of the status of women, many of whom spend their livers 

almost completely secluded from the outside world and modern ideas. 

In 1970, it is estiated that 18 per cent of married couples are prac
tising contraception. But it is only in the upper Income qroups that this is 
done from the heginning of marrisqe with the idea of spacing children. In 
sost cases where birth control has won advocates from the mass of the people, 
the practitioners are those who have already had as many children as they 
want and are desperate to stop. Hence in the third plan 1,3 million men were 
voluntarily sterilised against only 90,000 anticipated. The 18 per cent 
coverage is therefore such less meaningful than it would be in a Iestern cow.k: 
try. 



V 

Overt unemployment in Pakistan, as measured by the Census', is quite 

small, about 1 per cent of the labour force3, but Pakistani planners have
 
never taken this figure seriously. As there are no unemployment benefits,
 
and the majority of the labour force is self-employed, it .o evious that the
 
census figure does not have the significance it would have in a eveloped
 
country. Mahbub ul Haq suggested that 22 per cent of the labour force was
 
"unemployed" in 1960,(l) and this estivate was repeated in the Third Plan,,(2)
 
where it was suggested that a fifth of the labour force had been "cnemployed"
 
from 1950 onwards. The calculation was made by estimatin, normal man-hour
 
requirements for the crop and livestock production in agriculture, and defin
ing the difference between this and the "labour force (as recorded in the
 
census) as "unemployment". In fact, the proportion of the population recor
ded a being in the "labour force" in the Pakistar, census is smaller than in
 
almost any country (32.6 per cent in 1961) because very few women were econo
mically active. (8.5 per cent as opposed to 54.2 per cent for males). If
 
Pakistan had had the same female activity rate as Turkey (a Muslim country
 
with similar age structure), theh the additional women would have raised
 
"unemployment" to the equivalent of 37 per cent of the labour force. 
It would
 
perhaps avoid confusion if Pakistani planners were to refer to their estima
ted "unemployment" as underemployment for it is not argued that the estimates
 
refer to people who are totally idle, but simply that within the labour force
 
as a whole, there is this much idle time which could be mobilized for develop
,Mnt.
 

The method used to measure unemployment in Pakistan was first used
 
by Doreen Rarriner in her pre-war studies of peasant agriculture In leistern
 
Europe, and was given a cachet of respectability by Rosenstein-Rodan.(3) The
 
coucept of disguised unemployment has since been attacked by T.W. Schultz,
 
Colin Clark, and Dent Hansen(4) who have produced evidence from several coun
tries to show that agricultural labour has a positive nar,inal product and
 
cannot he withdrawn without lose of output except at periods of seasonal elack.
 
However, the argument as to whether labour has a positive or zero marginal
 
product In a given situation is academic. The Planning Comnission has never
 
clalmed that the underemployment is mobilieable without further inputs of
 
capitall it is simply demon3trating in a crude quantitative way that unskilled
 
labour in all sectors of the economy has a very low marginal nroduct, and is
 

(1)M. 01 Naq, Th, Stratelniv of renn0,ge Plonnins, Oxford University Preri,
 
Karachi, 1965, p. 294.
 

(2)So TheThird riveYea-_PIanl965-70, Plnning Comission, KArachi, June 
, 196r.
-Se .. Josenstein-Roden, "Problems of Industrialization of Eastern and 

.South-Eactern Europe", Economic Journl, June-Se!-tember 1943. 

.() T.V. SAhulta, .. qn!oneeT..ditto'L .t .m, Y.ie, 1964 C. Clark, 
nd ..R. Haswoll, Vie Economics gt Suksi tegnee Atriculture, Macmillan, London, 

-1964;t. Hanson, ".arinal Productivity "a1te Theory and Subsistence ia.e The
ory in Ev.yptian ApricuY.ture", .YhA~i#Les..fveIuIe Jun 196. 



the most readily available factor ,of prcductlou. On the other.-hand, .,savings 
are low. and, capital is scarce. Economic stratey should therofrbe part'' 
cularly careful to see that cheap unskilled labour Is 'usedwheievor;powsiba
in place of> expensive capital. This would help economic -gtrowth by. udnir.
sing the use, of 'available resources and would presd -its-benefits more cvanly 
by crentir.Rext a income for more people.
 

-Although-these considerations in favour of labour intensive teolso-v
 
logy ,have been constantly in the mind of Pakistani planners, they hafe nat 
had much operational impact, and economic policy has been sub-optimat in.. mbi 
lsing labour reservesi There are two main reasons for this: 

(a) 	 the price system has been badly distorted by government, so tha.t thei 
real costs of labour andl capital were not reflected in the market. 
The rupee has been grossly overvalued, tariffs on capital goods have 
been low, and credit has been subsidised, so entrepreneurs have been 
encouraged to use capital wastefully even In agriculture where trac
tors are imported at the official exchange rate plus a 5 oer cent 
tariff. Water has been sold to farmers at rates of around 13 rupees
 
an acre foot, at a time when the government has undertaken a billion
 
dollar project which will deliver water costing 93 rupees an acre foot.
 
Hence water is wasted which could have been better utilized with more
 
labour;
 

(b) the choice of technology in many fields was dominated by foreign tech,
 
nicians or aid donors, whose inarticulate major premise was that
 
"what's West is best". Thus Tarbela was built with hundreds of foreign
 
technicians using huge amounts of the most modern equipment. in
 
British times, irriqation works (admittedly on a smaller scale) werm
 
often carried out by army engineers using lAbour intensive rethods. (1)
 
I am nct competent to judge whether more labour intensive techniques
 
could have been used for constructing major irrigation works, but the
 
World Bank reports do not even discuss the issue, thou.'h they en use 4
 
shadow price for the foreign exchanue snent on capital goods and foreien
 
technicians.
 

In the 1960s, there were two helpful changes i. pol.cy: (a) "'cu si..es 
for fertiliser and seed which broupht a big increase in output end incrc3nc.0 
labour utilisation considerably in West Pakistan; (b) thOn o.,ke Prft:-.r.C" -a
(introduced in 1962) which used labour intenrive techniques to i'rovo 


gation and transport, mainly in East Pakistan.
 

It has bc-en estimated by J.J. Stern that in the pero" .05-. .i

"uneployent" fell from 	 "16 per cent to 6 per cent of,the leber f6rce ir. r--t 
Pakist6, largely as a result of the new agricultural polzcies'(2 He'ti
mates that agricultural unemploymn-it f. ,.on 23 to 9 per cent of tho esrt 

(1) 	 See iC., Rit'd-.ock, Villaaes of P-'stan, .lanr. npCi. -, ia1rh±, v.i.,: 
(1965?), for a deccr..%on if Ge.erg,. :P.ob's consis:,c..ioi oni h'e : 
Colonies. 

(2) SaeJ.J. Starn, Fmnloyment by Rep..n rnd Sectors. .1'-1975,.U-Rri 
Advisory Croup, Islamabad, Jauuy 1970, mirneorw. 
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ral*M -10 fe 1 from 23 to9 percent Of .b agrfcultural 
cultwa la rforce.(1) There was little improvement in Rast Pakistan* 
Uere Stern calculates that "unemployment" was .29 per cent of the labour 
force I 1970 compared with 30 per cent in 1960. However, this does not 
allow for the impact of the Works Programme. Stern estimates agricultural 
unemployment in last Pakistan at 6.75 million am years, and the Fourth 
Plan (p.189) suggests that the Works Programe directely created 0.39 million 
Wn years of additional employmet in East Pakistan in the same year, i.e. it 

removed 6 per cent of the unemployment. In addition, it vrobabl7 had indiect, 
effects due to Increased consution by those employedi but there was a con
siderable "leakage" because a good deal of their extra consumption went on 
Isported P.L. 480 food. 

TabLe 7 
labour Forcesad lm~lovmnt 1960-1970
 

million man years 

last Pakistan West 'Pakistan 
1960 1970 1960 1970 

Total Lbour fiore 19.14 24.72 14.27 17.55 

(a)in agriculture 16.46 20.82 8.55 9.34 

(b)outside adriculture 2,68 3.90 5.72 8.21 

Total Wghmploynent" ° 5.77 7.05 2.27 2.08 

(a)In agriculture 5.60 6.75 1.99 0,83 

(Mb)outlide 8ricuituj- 0.17 00.30 0,28 0&25 

Source: J.J. Stern, On.cit.
 

The Works Programme vas introduced in 1962 after several years of ex
perlnce with Villape AID which was a programe of community development simi
lar to that in India. Village AID was a multipurpose programme encompassing 
agricultural extension, cottage industV, health, and social activity as well 
as rural works. The schema was administered largely by government officials, 
and village participation in public works was expected to be or a voluntary. 
basis. The Works Prograume was considerably larger than Village AID (Re. 640 
mllion were spent in the Second Plan compared with RE. 100 million on Village 
AID in the first). It concentrated primarily in creatinR employment In public 

(1) 	 Stern's estimates are crude (though no cruder than earlier estimates used 
by N. ul Seq or the Third Plan) and have been strongly contested by K. Ruud. 
the I.L.O. manpower expert in the Planning Com ission, who prefers to use 
the census fiures. Stern's figures are considered optimistic by the 
P?4miu Comilesion and were not used in the Fourth Plan. However, they 
are a better approm4uation to reality than anything else we have. There is 
little doubt that the situation inWest Pakistan has improved and that the 
"umemployment"problem isnow heavily concentrated InEast Pakistan.
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works, and the participants were paid 2 rupees a day (which was a slightly 
higher rate than for some kinds of unskilled labour). The administration wAs 
entrusted to the organs of local government (the nay basic democracies of 
President Ayub), which acquired control over funds and decided what work to; 
undertake. Thresquarters of the funds in East Pakistan wore spent on roads, 
and 	 the rest went mainly on drainage and flood control. 

There is a good deal of argument about the efficacy of the program. 
J.W. Thomas has suggested(l) that the work accomplished vas of very sus4tan 
tial benefit to the economy and had a high benefit cost ratio of 4:1. Relman 
Sobhan has criticised the progrmme because of misappropriation of funds and 
because he feels that greater emphasis should have been given to drainage",
irrigation and flood control, rather than katcha roads which will not last 
long, asd cannot be used by heavy vehicles.(2) 

In fact, it would not be surprisinq if the Works Pror--ne had been 
inefficient in terms of work accomplished. It was a very large scale effort, 
launched with little preparation, which involved deleqation of nower to local 
bodies with no previous works experience, and no carefully prepared projects. 
Its primary objective wAs to provide new hopes and aspirations in the village 
and 	to test the capacity of local bodies to devise schemes of their own. 

The real criticism of the program is not that it made some mistakes, 
but that it is still very small in relation to the size of the surplus labour 
problem. 

A larger programe would be feasible if labour cnuld be mobilised 
without payment. It is doubtful whether any country has ever been able to 
nobilise a truly voluntary effort of public works on a large scale except in 
time of national emergency. However, compulsory service is often accepted 
fairly cheerfully, if it is imposed by a government which is popular, or which 
is bringing about major social change, and if the burden of service is felt 
to be universally and fairly shared. It has been duggested that peasants 
provide labour service in lieu of land tax, but this might well be considered 
a feudal Imposition, and one would not know in advance how such labour would 
be offered. Probably the most efficient form of compulsory labour would be a 
period of national service for young people to be performed in the dry months 
of the year when they were not needed on the farms. It would be necessary to 
feed these conscript workers as they would be away from home for part of the 
period, and they might well lack the stanina for work without free food. Here 
again, it would obviously be difficult to obilise more than a fraction of the 
"unemployed" without running Into substantial organisational costs. 

Another problem with a really large scale works prorame is to find 
suitable projects. Roads are probably the most straightforward, becausetthe 

(1) 	 See J.U. Thoms. Rural Public Works and Eat Pakistan's Deveiloymnt.ar
yard Advisory Group, September 1968. 

(2) 	 See 1. Sobhan, Basic D'ocracies. Works Prora e and -Rural Dftelosment In 
East Pakistan. University of Dacca, no date,. 

http:Deveiloymnt.ar
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uIIht o wis ' non lly established and comstrictio problem are fairy
siinlur everywhere. Irrigation and drainage are wre complicated beausa 
trey ivolve private land rights to a greater extent, and hydrological know-. 
lede. Buildings require even more supervisory skill. 

It Is clear therefore that the works programe approveh will not solve 
the problem of "unemployment". It can simply mitIgatj it. ut it Lwould be 
useful if Its work-spreading philosophy could be infused into other prozmes. 

Sowm overnments have tried to promote employment by helpinR mall 
scale industry, &mrevbr, Indian axperience .in the textile industry - the pro
motion of haddloom spinnift and weaving, and restriction on mechaniseation in 
other sectors - has shown that there are obvious technological limitations on
 
the usefulness of labour-intensive mebbods.
 

from 1949 to 1968, the output of small-scale industry increased 60 per 
cent in Pakistan, whereas output of large-sCale industry increased twelvefold. 
However, statistics on small scale industry are poor and we do not know much 
about what is happening. 1% cotton textiles it would appear that small-scale
 
production is much bigger proportionately now than it was in 1950, for mill
*ad* cloth is am only 28 per cent of consumption wheraek it was 57 per cent 
In 1930. A Rood deal of the small-scale production ie due to tax avoidance by 
lags mills which have put power loom ii aparate small plants to avoid 
capacity tax, and this may result In Inefficiency rathot than any great Rain 
in mploymnt. In any case a Rood deal of this "non mill-uade cloth" must 
appear in the production index as outnut of large scale industry, otherwise 
the statistical rise in small-scale industry would have been bigger. In Pakis
tan small-scale industry has received some tax concesions and technical help 
from povernment, but official patronage for industry has been concentrated on 
large-scale firms which do not have the same network of subcontracting rela
tions with small industry -4hichwas so successful in exploiting labour-intensive 
technologies in Japan. Goyernment has given little help in design, markatine 
and training for handicrafts, so that Pakistan handicraft products are gener
ally of poor quality, and are only a pale shadew of the glories of Hoghul 
crafts (who were mostly Mqslims). It therefore seem that policy could do 
more to help small prodycers. 
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V1
 

Conclusons
 

Since independence, Pakistan has created a now elite of bureaucrats, 
military and .busiuessmen who occupy positions previously held by the British 
and Hindus. In relation to population, the army and the businessman are A 
much ,biger group than in the colonial period, and the bureaucracy has aso 
expanded. Individuals in the am and bureaucracy are worse off than t6eir 
couoterparts In the colonial period in term of monay income, but perquisites 
are a biger portio of their real income. Business income is highly con
centrated in monopolistic groups, and a Rood deal of profit is Vindfall 
assured by governmental patronagei It is not possible to asses# the savings 
rate of this now elite, but it is not particularly austere. The new elite are 
often described euphemistically as middle ass, but their standards of housing 
and domestic service are well above those prevailing in Europe and they have 
many consumer durables. They live in an enclave of prosperty segregated 
from the rest of the population. Professional mobility is rdre in government 
service And is hamperVd in business by family dominated en erprises. The 
nature of the education system, and the use of English in .he higher levels of 
governt and business, give the new elite a caste-like character which is 
which is strengthened by tdogamy. 

Consu mption statistics ohm that the mass of tha povulation in West 
Pakistan has shared some of the benefits of economic Rrowth, but the only 
gain in East Pakistan has been improved life expectatin. There has been a 
change In occupational structure which has increased the poportion of indus
trial workers in the population. Their standard of living is higher than 
that of neasants, but has not risen in real term in the past two decades. 

The tax system does little to reduce inequalitybut malbr imProvements 
could be achieved without hamering productivity, i.e., higher income tax, 
fewer personal and corporate emoptions, a progressive land tax, and high 
and progressive taxes on residdatial property. pa&rafiscal devices of govern
mint (which largely consist of 44tortions In ttq price mechanism through 
controls and an overvalued currency) are rporessive in their incidence 
and hinder productivity. 

The impact of govertment expenditure, both current and developmental, 
has favoured West Pakistan (the rtcber region) at the expense of the ast. 
However, the situation with respect to development spending has improved 
steadily and Is now much fairer to e t Pakistan than in the past. Improve
ments In the allocation of currept pending will te more difficult to achieve. 

Ependiture on social sarviqos generally favours the middle and upper 
income groups. The Fourth Plan proposals, with their emphasis on primary 
education and rural health sqrvIces will Imrove the situation. But the SaP 
between intention and iupleamenation is likely to continue to favour upper 
Income groups unless measures are taken to improve the administration of so
cial services. The Plan should also take a more comprehensive view of what 
is going on in this field and cover the activities of local qoverumnt and the 
private sector.
 



-A50 

Apparent conmption of -411-mde cloth was lover In absolute term im 
1968 than in 1950, and per capita conumtmb mach lover. In fact, the pro
duction statistics are fhsl4adingl becuse the mills are nov produciuq cloth 
in smell factories (non-mlls) to avoid capacity tax. We therefore have to 
calculate consumption with the help of statistics on yarn. If we convert 1950 
overallonsuption to equivalent 1968-9 quality, i.e. 3.48 yds per 1 lb of 
yarn, then consumption was 9.2 yds per head. Between 1950 and 196W-9, per 
cpita aoeeaztom increased by 35.5 per cent, I.e. 1.7 per cent a year. 

Cotton Cloth-Co tim in 1950 

yds (000a) 

Local Production 105,665 
(Net) Imports 3829430
 

Comuoption 468s,095 

Local, Production 41.293 

S(Nst) Imports 74,039 

+Conption 115g332 

Used in local cloth mills 26g416 

Available for other local purposes 88916 

lourcev !1irst
Five jear Plan 1955-1960, National Plannin- Board, Karachi,
 
"Denber1967, pp. 442-3.
 

tn local uills 4 yds of cloth were obtainm. per 1 lb of yarn. The 
lirst Plan suggests that handloom weavers obtained 4.5 yds per 1 lb of 
cloth, but ve use the ses ratio as for mill made cloth, otherwise we 
would be Xivinx a xreater wight to the poorer quality handloom pro
duct. Ata conversion ratio of 4 to 1, consumption of non-mill-made 
cloth would be 356 million yds and mill-made 488 -Illion yards, muklnot 
a total of 844 million yds. In the calendar year 1950, population was 
79.69 million, i.e. a consumtion of 10.49 yde per head of whieh 58per 
cent was mill-mde. 



Cotton Cloth Consintoa-in1960-69
 

ya (000.)
 

311.-made cloth 
Local Production 771,097 

Imports 570 

Ixhorts 334,958 

Consumption 436,709 

Mlba (000s) 

Local Production 622,210 

Imports 30,837 

11worts 139,093 

Cousumption 543,955 

Used In local cloth mills 2219409 

Available for other local purposes 322,546 

Source: Monthly Satistical Bulletins. CS.O., Karachi, Imports of yam are
 
calculated from value fiRurs amuswin the sam unit value S for 
exports. In local mills 3.48 yde of cloth is obtained per I lb of 
yarn. If residual yarn consumtion Is converted at the sam ratios 
oiothconsumption Is equivalent to 1,559 million yards. With a popu
lation of 125.04 million, this Is equivalent to 12.47 yds per head, of 
uhich only 3'.3 ds (28 per cent) would be mill-msade cloth.(A suspl 
elowely lo atio). 


