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The existence and stubborn persistence of regional dualism at

various stages of national development is a facet of economic

growth long recognized. Indeed, Hirschman nptes tha·t for an econ­

omy "to lift i t:self· to hi.gher income levels, [it] must and will
'.

firs·t develop within itself one or sevel:al regional centers of

economic stxengt.h. "JJ It is obvious that economic progress does

not appear everywhere at the same time. There are within a country

" ... particular places .. , where wealth can grow most easily '"

marked out by geographical advantages, proximity to minerals or

sources of power"or to areas particularly suitable for specialized

crops; alterna t.ive1y they may have naturally good communications,

so t.ha'c though their sources of supply are at a distance, they can

be supplied from many sources rather easily. ,,11 Although it may

be relatively simple to posit a variety of,causes leading to spatial

inequality, it is more difficult to explain their persistence.

I have greatly benefited from comments and suggestions made
by Professor Hollis B. Chenery and Dr. walter P. Falcon. Unfortu­
nately the responsibility for any remaining errors and for the
conclusions must remain with the author.

Albert
(New Haven,

O. Hirschman, The ptr a te..9Y .of Es.(~.Domic p'..§.ve}:.QJ2ment.
Yale University Press, 1958). p. 184.

J. R. Hicks, '~.o>_~~~ in ~grl~ ECQ!'l.Q.J!lj~cs.··

Press, 1959). p. 163.
(oxf~rd, Clarendon
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Presumably the economic in terdependence among regional uni ts vIi thin

a nation can be expected to be much stronger than between cOUli,r.ries.

Admitting for a moment the applicability of

tions, internal factor mobility should tend

the classical assump­
I

to eliminate inter~

regional income differences. Abstracting ofrom transport co~ts,

• regional differences can persist only via lags in the dynamic

adjustment process. '1'he fact that depressed areas and backward

regions continue to persist suggests that some internal factor

flows tending to reduce inte:rregional inequality do not. occur with

sufficient speed and quantity to offset. the dynamic conditions which

cause an increase in inequality. Thus once unequal rates of growth

develop, they tend to perpetuate themselves. Industry and tr<l.de

will become attracted to the dynamic region in part, at least, to

take advantage of the external economies which such a growing center. V
possesses.- Investors thus spend a long time mopping up all the

opportunities around some "growth pole" and neglect those that may

have arisen or could be made to arise ",lsewhere.

While the problem of regional income inequality is not limit",d

to underdeveloped countries, it is the context of development that

the regional problem can have severe repercussions. If the eco­

nomic differences between regions also follow a clear geographic

division and reinforce some social .and liriguisticdifferences,.then

th", growing disparity in regional welfare may cause a severe strain

on the po],itical framework of the nation. In a number of developing. '

countries the allocation of resources is controlled by some central

government agency. Consequently, discontent with the spatial dis­

tribution of growth is readily focussed on such an allocative agency.

While there undoubtedly are real e;x:ternal economies which mark
the growing region, it is also likely, as Hirschman notes, that the
aura of success in the dynamic center may lead to an overestimation
of such external. econ'omies by potential inves tors. Cf. Hirschman,
.2E',£:it., p. 185.
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1'he government's program to ameliorate the problem of regional dis­

pari ty will. oft.en entail, as a minimum, an effort t.o change the pas t

patt.ern of resource allocation and ensure an increase in the share

Qf total invest.ment destined for the lagging region. A mOre active

government policy may encompass a policy of income transfer to the

poorer region as well. Such' regional programs may take the more

dramatic form of 'I'VA' s or may be impLemented throug'h hig'hly publi­

cized institutions like the .Q9.s~ p."'.~. i.2, ~£~z.£9i.pJno, or it may

simply :cesul t in a general national commitment to regional vJelfare

ahd t.he ·u.se of various diffey':,ential t.axes and incentives to create

reC]lonal t.ransfers .. .1/
Re9ardless of how the gove:cnmen t' s regional policy is imple-

ment"d, tIle needtot.ake account of the regional problem adds an

addi tioM,l difficulty to the already complex problem of achieving

rapid eccnornic growth for the nation as a·l'I·hole. While "so .long

as such an effort [to give preference to backward depressed areas]

does not. diminish appreciably the rate of progress of the economy

.._..__..- •....._..•.__._...._._----_._---------------.._-_._._-_.-
Among the better known post-war regional development programs

are t.hose for Southern Italy and t.he Northeast of Brazil. E'or an
analysis of the Italian situation see Hollis B. Chenery, Paul G.
Clark and V. cao Pinna, 1'he Structure and Gr·owt.h of the Italian
Economy, (Rome, Mu tual ·s-;;'-;;u~;·t:Y··Ag~-;cY-·;f- th-;-uni t.ed-~t~;t;;;;--';E
l\;;l~~'T;':', 1953) and Hollis B. Chenery, "Development Policies for
Sduthern Italy, "Quarterly J'ournal of Economics, LXXXVi (November,

~--,-_.~--..-.._~"~_,~ '__H._.'~_'_ _, _.__._~_ .._.,__,__ ._u
1962), Pl'. 515--547. The Brazilian case is discussed in Werner Baer,
.:[llctls.t.rJ.<'lli~.~Ji:9.[~.2D.<:!.l'!.co122!Dic !?'Ovel9P.me.lli in Qf.~~_tl, (Homewood,
Illinois, RichardD. Irwin, Inc., for the Yale University Economic
Growth Center, 1965) and Stefan H. Robock, ga~.il's Q.~velC2P.illq.

. ··,lforth.~R~t..' A §'t'~§X gK .Re.9Jona1-. R..hi'l.ll!1 inq .<'l.D-d FQE§..i9:!:!. Ai2J (Washington,
D. C., The BnJokings Institution, 1963). Additional references to
regional planning and programs can be found in the extensive bibli-'
ography in .;John R. Meyer, "Regional Economics, A Survey," §.~~~':'.<:.Y'§'.

QE. ~~2.!2.CJDl:j:S'. :~1l.":2£Y..' Vol. II (New York: st. Martin's Press, 1965).
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and thlJ.s its capaci ty to provide cumulative increases in investment,

the sen.timent: is unexceptionable, ,,21 it is precisely the implied

shift in investment resources from one region of a couni:ry to an·­

other that: may well lead to a lower national income level and

growth rclte for the economy as a whole. '1'he .equity considerations

which might. fcrce the government to undertake public action to

.redress the reg·ional imbalances may make more difficult· the problem

of raising savings and increasing the national growth rate.&!

While regional targets are often considered a relatively minor

objective in t.he ove:cal1 national plans, the preGise weight that

should be given to regional factors can really only bo judged with­

in the polit:ical and geographic framework of the specific country

being studied. For geographically small <;lnd politic;ally and

socially homogeneous countries, the problem of a disparity in

regional income may never bec;ome very serious. At ·the other extreme,

for geographically large countries, marked by a diversity of po­

litical, linguistic, and cultural factor:'), the question of inter­

regional income differences may become an increasingly important

factor as economic development proceeds. Mlile the real world

allows for no such facile dichot:omies, it is clear that inPakist.an

the political tensions generated by the' problem of "economic dualism"

have r·eached such a stage that an analysis of long term growth of

the economy is incornplet.e and even irrelevant if considerations of

"regional welfare are omitted.

--~-------

'1'homas Balogh, "Equity and Efficiency: The Problem of Optimal
Investment in a Framework of Underdevelopment." .Qxford EC£!12_l1!..~·c

Paf'.E':.r_~, (New Series), I, no. 14, (}'ebruary 1962), pp. 25--35.

A possible, but certainly less interesting case, where the
dynamic region has grown not because of any inherent economic
advantage but solely through government favoritism is ruled out.
In such a sit:uation the proper allocation of investment would not
only remove t:he regional problem but maximize national growth as
well.
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'rwo s"r ious obst:acles usually restrict the scope of reg'ional

analysis. The first relates to the simple problem of defining the

boundaries of the area to be chosen for analysis. Ideally, the

region tD be studied should be the geographic area for which clear

policies ,md objectives have been enunciated. The second problem

is the l<ick of data relat,ing'to such an "economic development
7/

region. "_. In practice the area to be studied is usually restricted

by the availabi Ii ty of relevant economic series. 1'he oft not.ed

fact that Pakistan is divided into two non-contiguous provinces,

East and 1flest Pakist.an i presents us with clearly defined :r:egions

which are easily identifiable with what migh 1c be called t:he "lagging"

and "dynamic H region and for which specific development: policies

and object.ives eXist)~/ At th", same time data relating to the eco­

nomic Fcrformance of the two provinces are available. ,,"hile the

concept:ual problems of defining regional income still exist, such

d"ta does provide a basis from whioh to begin the analysis. It,

should, however, be added that' the regional data are at the very

least marked by the same Shortcomings as all the statistical infor:'"

mation available in Pakistan and to some extent are perhaps even

weaker.

1'he t.erm "economic development region" was first, used by
Fischer. See Joseph I,. Fischer, "Concepts in Regional Economic
Development Programs," 1?_'ll:.~~ a'lq pr9S§.g>2in,9-s. of tJ:1_~, Reg~.9n.a], ,S,Si­
.f:!lS:~ !J.'3..~9SA,SlJJ9-,~. VoL I (1955) pp. wl~'w20.

It should not., be inferred from thifJ that there is economic
homogeneity within the provinces. ]',ndeed, some of the intra-·
provinCial differences in economic welfare may well be much great.er
than the measured inter-regional differences. Nevertheless, as
a genera.lization, and especially one which has become of political
importance, the ident.ification of East Pakistan as the lagging
region and West: Pakist.an as the dynamic region has cons iderable
validi ty <
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'I'he remainder of the paper is divided as follows. First the

background t.o t.he regional problem is presented. Then attent.ion is

focussed on the long-·term growth of the economy in a macro-economic

setting. Using t.he results of the macro-analysis, 'an attempt is

made to spell out the structural changes implied by alternat.ive

growth paths. Finally the policy alternatives open to the plan­

ners are discussed.

The attempt to analyze both the macro and micro aspects of the

development process reflects a desire to lose neither the informa­

t.ion which might. be gained by focussing on the dynamic aspect nor

that to be gained from the sectoral. 'I'he more usual specification

of planning models is to concentrate ei·ther on the problem of

planning over t.ime, or at the other extreme, to emphasize the sec­

toral analysis in a s ta tic setting.' This dichot.omy in the emphasis

found in various planning models flows rather directly from the com­

putational difficulties inherent in solving mult:i-sectoral and

inter--temporal moq.els. If, in 'addition, a regional dimension' is

included, the problem becomes even more acute.

Nei ther thEi',qynamic nor the sectoral aspect of the development

prace/ss can be iOwcrificed without considerable loss of information.

yet t:he sectoral breakdO\VYl of the economy should not be aggregated

to such a degree that any technological differences in the produc-

tion structure among the various sect.ors, and among the regions, be­

comes meaningless and that. choice, in terms of sectoral composition,

becomes highly restricted. Similarly, in terms of disaggregation

over time, One would like to leave scope for a gradual transition

from one phase of t.he development process t'o the next rather t.han

force ti,e model to make abrupt changes as would occur if the dy­

namic aspects of the p:t:'oblem were severely rest.rict.ed.

'I'he question as to vlhat aspect of the problem can be omitted

wi th a minimal loss of information is a complica t.ed one, while it.

is clear that there is a cons.iderable need for :oimplificat,ion.



-7-

One method of simplifying the solution of the problem of planning

over regions, time, and sectors is to break it down into st~p.§', or

stag.§~ which can be tackled in succession)~/ More specifically,

it seemS appropriat.e to deal first wiLh t.he problem of distributing

production and income over time without regard to the composit.ion,

while as a second stage, the question of composition and structure

can be analyzed. This means that first a macro problem is set in

which the intricacies of distribution over time are given full at­

tention and that as a second stage a micro proJ:llem is solved.

The advantagl2s of approaching the problem of mul ti-·sectoral,

m\11ti-regional, and inter-temporal analysis through a process of

El<i9'es are relatively obvious. such an approach allo\-,s for con­

.siderable scope in analyzing both the dynamic and sectoral aspects

of regional growth. Nevertheless, this method does have' some limi­

tations which are discussed in section IV.

110 .0.E.£wtJ:1. .9Dd ELt.£uctur~~1 C:r,,?ll9:E. ill

th~ Re22!1a1 Econ.omie.§.

.~'

Economic growth in Pakistan can be divided into two distinct

1959, was one of relative

periods. ~'he first,
,

from 1950 to 1960, or perhaps more correctly
. lQ/ .stagnat.1.on. . S1.nce 1960 the economy

has shown a remarkable improvement in its development performance.

Jan l'ingergen and H. Bas '!:@.!=')}.§}]l" Uca.l ~od.~ls of. 12'<:"'.2.!l2J!l.1.:£ .9rowth ,
(New York, McGraw-Hill Book Compa~lY, Inc.,. 1962), pp. 2-3.

lQ/ Although Pakistan became indep'i'ndent in 1947, t.he statistical
'dati" for the first few years of independence are so unreliable and
so influenced by transient factorsreJ.ating to the upheavals follow­
ing partition that they are more usually omitLed from any analysis.
Data in Pakistan are collected on a fiscal year, ·July-t.o·"June, basis.
For convenience 1 refer to calendar years rather t.han write the more
appropriate split fiscal years.



Pakistan, Planning Commission, )<:va,l.!,lCl.t.i.Q!2 Q.f the §.~.E2Il.s. ;Five.
gJal}.. 1~.?0:::§..~, (Karachi: Manager of Government Publications, .
1966) .
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Fox: the period 1950 to 1960, gross national product, in constant

prices, is estimat.ed to have grown at an annual rate of about 2.6

per cent, just equal to the estimated growth of populat.ion. In

the period since 1960, nat.ional product, ag,d.n in const.ant prices,

has increased by slightly, over 5.4 per cent per annum and.per

capita income by 2.8 per cent. Investment, as a per cent of gross

national product, has increased from 9.7 per cent in 1960 t.o 17.3

per cent in 1965, and the savings proportion has risen from 6.5 to

10.• 5"'per cento2:.b/
1 :ij In brief, in 1955 when Pakistan'S first Five-

Year Plan period beg'an, the country was in the lower quartile of

countries with respect to its investment, savings and growt.h rates.

Since the~ it has moved to the upper quartile.
l3

/

Although ther'e can be little doubt. that. t.he economy as a whole

has made real progress, regional developments have shown consider­

able variation from this national pattern. In order to understand

more fully the problem of regional development, it. is necessary to

look briefly at the pattern of regional growth and structural change

o'ver the past years .

.1t~. }~§.S: i Q,n,§1. )<: C.9JlQ,'!l i e s : J'h~~£ .§.tr!:lS tnr.§'.

and ,9rowth

The composi tion of the regional economies is shown in ~'able 1.

--_._----_..

11/ T. M. Khan and A. Bergan. "Measurement of Structural Change in
the Pakistan Economy~ A Review of the National Income Estimates,
1949/50-1963/64," .J;'aJsL~:t:_'!..rl.. peveloprrient Reyi.~~, Vol. VI (Summer,
1966), PI'. 163-208 .

.12/

LV}- . ...HollS B. CDenery
Economic Development,"
(September, 1966), pp.

and Alan M. Strout, "Foreign Assistance
J:h<2, E'm~2::ic~!2. )3con.9.1111..S ~evi_"!.~, LVI
679-733.

and
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TABLE Ji..

. _. ~ a/
Gross PrGv.I..nc].auL ProCLuc~

(1960 Factor Cost)

(RE.. r/ri1.1ions"

6. Others

4. Con'truction

2. Mining

5; 'I'r" '·'.sport ar.d
C>rnmunications

1965
East West--

11,020 8,741

8 123

1,532 3,179

(966) (2,190)
( 566) ( 989)

900 1,021

1,218 1,206

5,242 6,797

19,920 21,067

61. 30 51.10

325 412

West

7.711

70

2,018

(1,1..59)
( 859)

427224

1960

912

(406)
(506)

East

9.042

Le".J

289

(802) .
(767)

1.569

6,948

~'J"est

1955---

126

651

(200)
(451)

East

8,704

197

37

(342~

pOG)

L,0'42

6 ... 768.

~'J"es;t

1950---

497

( 85}
(412)

-,J_

East

8,344

6">7 545 779 810 . 900 921~,

3.283 3,884 3,5-56 4,445 3,894 5,320

12.812 12,563 13 ... 816- 14,106 14,972 16,467

43.29 36 .. 12 47 .. 70 39 ..87 53.58 45 .. 03

2 c.' 347 290 354 278 366~c

(a) Large scale
(0) Smi'lll scale

r!;'anufacturing~
J.

7. Gross Regional Product

8. Population (millions)

9. Gross Regional Product
Per Capita (RS.)

Sectors

1. Agriculture

a/
1950-1960: T .. H. Khan an.d P~ .. Bergan, rn::·:easureffient of Structural Change in the Pakistan Economy:

A R · '. l' ,,- .... 'o~-, T,.,~o~a """""""""''''''' ,oLo/"O-,963/"'" "Pa'K's'"an Develo~·~e~t R'ev;e'·'J. e',/1.ev-! 0_ ).... Cl". ..... .;. .. C,.;..., .>-J.~'-' ~,\. __ "-"--''--'--'''-'-~-{f .'-,./ _-'.J _ V_I C...1.. '- ,.... : .• J. __ '"',

VI -(Summer? 1966) PI.'. 163-20'.8.

1965: Fina~ce Depart~ent,G07er~~e~~of E2St Pakistan, Econom~c Survey of East Pakistan,
196"'/"" (~- -. ?~",.. "'~··i,,~-,., C~""p--~e-"" ~ross '06<;' and P k's'"an D'a ,.,'-.~ ,_'...J:) !Jc,cc,c. 0-->-"" __ .... =}.'.... _.__ ::::: .• _ .,;; ....... : __ J. ..... ~,....;l.!.\..- r____ ,.J..-' j .• c ...... ~ J. ~.l. n~_~~~g

Co;nmission, E"va 1'.12 t'; ,:yr:: c-F -:::::12 Seco~c ?i-::7e Ye2.r Plan, "OP. cit.

<

g~ o~ ;1.-
j,
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TABLE 1

Percentage Distribution of Gross Provincial Product

Sectors 1950 1955 1960. 1965--
East West East west East West East 'I..vest-- -- --

1. Agriculture 65.1% 53.9% 63.0% 49.3% 60.4% 46.8% 55.3% 41. 5%

. '2 . '::"li.!ling - 0.3 - 0.3 - 0.4 - 0.6

3 . Nam facturing 3.9 8.3 4.7 11.1 6.1 12.3 7.6 15.1

( a) Large scale (17.1) (36.0) (30.7) ( 51.1) (44.5) (57.4) (63.9) (68.9)
(0) Small scale (82.9) (64.0) (63.9) (48.9) (55.5) (42.6) (36.J.) (31.1)

4. Co:n.~; truction 0.4 1.5 0.9 2.0 1.5 2.6 4.5 4.8

5. Tra;~sport and
c::.mmunication 5.0 5.1 5.6 5.7 6.0 5.6 6.1 5.7

6. Ot;:ers 25.6 30 .. 9 25.8. 31. 6 26.0 32.3 26.5 32.3

7. Gross Regional Product 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

t~e- ~~.

.'~-

.,
.~
~

,
}
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WhIle t,he ro]e of ogrlcult:ure dominates the structux'e of D,e re­

gional economies, in West Pakistan the share of agriculture in the

regional product has been declining rapidly over the period 1950 to

1965. tt is, however, the share of manufacturing in the n''Jional

economies, and their grow,th over time, that is most. striki:1g.

At the time of partition both re'Jions lacked any industrial

base. The major share of the early industrialization effort was

concentrat,ed in West, Pakistan. A variety of factors contributed to

this spat:ia1 bias. ~'he infra-structure in East, Pakistan was, and

to some extent_ c0~ltinues to be, poor in cornpari.s(:n to that. found in

West Pakistan. l,and cost.s are also higher in East Pakistan. In

addition, the mere physical presence of the cent.ral g'overmnent in ,
west Pakistan undonbt.edly played a role. IiI t:hough one may argue

over the relati.ve import.ance of these and oLher factors, the result

has been the development of a rapidly expanding and diversified

industrial sector in West Pakistan. As a direct consequence of

this regional bias of 'indllstrial growth, such related sectors as

banking and insurance have also favored west Pakistan, probably to

a larger extent. than is reflected in the data in Table 1, since there

t.he regional allocation of such services has been done officially

on a simple 50,50 basis.

In analyzing the sectoral growth that. has taken place in the

two provinces, it again becomes apparent that one can identify two

distinct time periods, From 1950 to 1959 both regional economics

were reJ. a tively st.agnant, although the growth in Eas t Pakistan was

significant.ly lower i.n nearly all sectors than in West: Pakistan.

Since 1960 both regions have had higher growth rates in all sectors,

bu t more irnportan·t, Eas t Pakis tan's economy appears to have begun

to grow at a ra 1:e which hal ted the process of a widening in t.lle

regional per capita income differences.1.~/·

.~1/ ']'here is some evidence that since 1960 the regional disparity
in terms of irKoD2 per capita has narrowed. However, the varia­
bility of the year' to year data makes it diffiCc'lt: to draw any firm
conclusions frorn the few observat.ions available.

i

)



lJ:ne effect of this patt:e:cn of growth on per capit.a 1:>39'io11.31

product is shown in Figur'e L While there was a disparity in per

capi ta p!:·c(lt~ct. in 19500' t~he difference bet\veen tho two reg-ions,
widened t.ill 1.960. Taking East Pakistan as lOO, t.he level of 1'rod-

uctper capita in West Pakistan stood at 1l6.7 per cent in 1950,

rising to 1.31.7 per cent, inconstant prices, in 1960 and declining

to 126.8 in 1965. One addi t.:i.onal factor should be no t.ed. A more

:ceg\~1ar time path is found in west P;;lkistan's growt.h of per capita

pl;oduct t.han in East Paki.stan. ':I.'his reflect.s the more diversified

of agricult.und. au. tput. and henc~" on the growth rate of regional

prodncL I'hi s is brought ou t., for' example I by UlC sharp dn,p in.

the per capita prod1.lCt in East Pakistan for 1963 when agricmlt.ural

out.put declim,d m; a result. of a poor rice crop.

'1'h e Bi"gL'?ll'?-J,. .l2_C:£!:1.9Jll,:Le s : R'S'E_e i ',IIL .<gl.£

Re s:.:LS!!?l ~f.f?sl.":.

Perhaps no ot.her aspect of the regional problem has involved

more acrimonicus debate, supported by fewer facts, than the ques·­

tion,of net. resource t.ransfers. Exports from East Pakistan have

provided tehe bulk of foreign exchange earnings over the pas t. years,

whereas the major share of foreign imports was destineJd for West

Pakist.an. In t<"rms of regional trade East Pakist.an has had a con-

tinued def.icit on its current. account;, which at least for the early

years was less tllan it.s surplus on its foreign 'trade account:, thus

implying a net t.rans·fer of resources t.o West Pakist.an. Haq est.i-·

mates that: these transfers amount.ed to Rs. 210 million per annum

in the period l!)50 t.o 19~;5 and perhapfJ Rs. 100 mi1J.ion in the period

f
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1 ,~ /
1956 t.() 1.~;60.-L::'/

1''h8 rnechani:::nn fo_t~ cl.chieving such t:ransfers \1,ras t.he combined

operat.ior;. of t~he exc"han9'e control and import licensi:ng' syst_erc(s ~

Since exp\)rt(~rs m';.i.s"t slu::rorJ.der t:heir fcr~~i.gn exchar.ge to the central

government and a.sLhe fcrei.gn exchan9'e thus col.lect,cd is li.cBrlsE~d

to impo:r: ters in 1 ine with s'ciVernrl1(mt: policy! the volulI:o of imports

f.r.'om ab:r;'oad destined fo.c (~.i thor region (jan. be contr(Jl1(:~d" One

might. expect that t}w x:,c)gioml1, s1U:,phw on t:l1O fon:;ign i'l(;cou.nt wou] d,

over' tillie, 'be offs,:,t by,). de.Ji'ici,t on the reqioniJl triJde ,lcoount:"

dency fO)' inflaU,o)1 cN(m.t1.lal1y lo;:,dilig t:o a mOVC:H('ent ef goods f:rom

t:h~, l.owox to t'l)C' hig-her prioe J;'eg.icm. '1'h:\soffs,,,t,t:i,ng tQndcmoy hi;\s

no t. w<n:}:.:ed, pr11\:"r ily ):,,,'(,:,,\\<80 the biuoj.ng C()l\f) (,),"<'\:\,n t on s\wh ff<ovq",

ments h:'w D,,)en i'l lad;, of 1;hipping space for int;er"'rcegiolla1 trad",

and the) :fact, that domos tic Clu','nmey j,riw$f~'rs ar'Q unr;os triete(L

'1'he pn.,oise IneaS'.n'('rrl~mts of sWoh tnmsfe:l;s is diffie'll t, if

not impos~,ib]e, because of definitj.onal questi"l'!s and q lqok of d'1ta

rela tin9 to t.rade in inyiid.,bles and' capl tell TilOV(,rnent:s, Neverthol$$s,

the, t.otal regional surpluses on the COWTiwdity trade account. sh')wn

for East. Pakistan in '1'a1>le 2 were, certainly f.or t.he early period,

of such a magnit.ude that eyen th(;) inclusion of noncommodi t.y trade

would IH'o1>ably not alter the conclusion that" on balanco, a t:rans-

fer of rGsourCGS had taken place <. But re9ardless of what. defini­

tion of resource transfer one employs, the E!:! inflow of forceL9'E

aid

and

must equal a reg'ion I s
16 I

reg:ional account.,-~~~

balance of payments deficit on it.s foreign

~'he data in 7,'ablo 2 would lond a t leaS t

h.. Q"'-03..?:.
1963),

foreign exchang-e reserVQs.i:(j.Assuming no changco!s

LV Mahbuh,ul Haq, ~n?,:s §.!:r.,,_t!:.s,Z Q1'..E....s:S?.no.!,,,t~ E.l§PEjI'5l 2

§_t,l~9.Y.. .9.i'. l~ill:J.'!.!"i;lE' (K.araohi z oxford Universit.:y Press,
pp. 100·-]01.

W



TABLE 2

Foreign and Regional Co~~odity Trade Ba1ances~

{RG. I:.-l.i.lliuIl/C\li..-r8nt. Prices)

EAST Pl'.KISTAN

Surp1us/ Surp1us/
Year Exports Imports DEficit(-) Exports Imports Deficit(-) Deficit(-)

1950 628 391 238 32 229 -197 41
1951 , ~, , 515 G~r 46 211 -165 531.L,4..l.-L ::>0

1952 1,087 856 231 36 161 -125 106
1953 642 407 235 107 177 - 76 1.59
1954 64S 311 334 131 370 -239 95
1955 732 332 400 181 293 -112 288
1956 1,041 376 665 221 319 - 98 567
1957 909 841 68 325 510 -185 -117
1958 988 748 240 264 690 -426 -186
1959 881 579 302 278 660 -382 - 80
1960 1,080 682 398 361. 543 -182 216
1961 1,259 1,039 220 363 801 -438 -218
1962 1,301 899 402 4-01 832 -431 - 29
1963 1,249 1,059 190 469 918 -4-49 -259
1964- 1,224 1,499 -275 511 844- -333 -608
1965 1,268 1,726 -458 54-2 857. -315 -773

lY Pa.kistan, Central Statistical Office, Monthlv Bulletin of Statistics, Various
issues. (Karachi: Manager of Government Publications).

,,
••••<
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TABLE 2

WEST PAKISTAN

Foreign Account Regional Account Total
.Surplus/ Surplus/ Surplus

. year Exports Imports Deficit(-) Exports Imports Deficit(-) Deficit(-)

1950 565 930 -365 229 32 197 -168
1951 1,342 1,184 158 2-11 46 165 323
1952 922 1,504 -582 161 36 125 -457
1953 867 1,065 -198 177 107 76 -122
1954 641 845 -204 370 131 239 35
1955 491 801 -311 293 181 112 -198
1956 743 982 -240 319 221 98 -142
1957 698 1,525 -827 510 325 185 -642
1958 434 1,320 -866 690 264 426 -460
1959 444 1,036 -592 660 278 382 -210
1960 763 1,807 -1,044 543 361 182 -182
'or .. 540 2,181 -1, 641 801 363 438 -1,2031..-10 J.

1962 543 2,243 -1,700 832 401 431 -1,269
1963 998 2,086 -1,808 918 469 449 -1,359
1964 1,075 2,985 -1, 910 844 511 333 -1,577
1965 1,151 3,674 -2,523 857 542 315 -2,208

.,.,
'.I

//13 .
:'j- ,)
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Some support~ for the view t.hat the major recipient of forei9'n aid

has been Wes t Faki st.an, e;:·en ma],ing a generous allowance for the

effect. of ornit t.i ng iewis ible trade 0

Th e P;e..:L~9.r.<~:l "J!:.S9J:1S:!r,te..§..: ID_'L'::.s..~!~,e..[lJ.

.an~q B_Cl."i[tg9:5'.

While savings and investment estimates for Pakis·tan are ex­

tremely weak, an analysis of the pattern of investment shows that

East pakis tar,' s share of investment has remained remarkably constant

at about one third of total investment,l?/ At times this geographic

bias of investment has been justified in terms of the lack of

"absorptive" capaci ty in East Pakistan. ,Phis has usually been

taken to mean a lack of technically skilled persons needed to im­

pl'emen t investment: proj ects > Al though the concept of absorptive

capacity is difficult to quantify, East Pakistan's development

effort has at tirr,es beer: plagued with a shortage of technically

trained personnel, managerial talent, and complement.ary inputs.

This in no way removes t.he possibility that ot.her factors played a

role in ~he allocative decision-making process, The location of

the. central government in West Pakistan gives a distinct advantage

to that province. "West Pakistan not only hastes the central govern-

,

ment but also holds nearly 90 per cent of its positions. Thus the

region is in the not unenviable position of controlling, through its

hold over t.he central government with all its economic controls, the

---_._---_._----_. ----------,
1.2/ cf. Haq, .QI:'. ELt., pp. 254-255 and Pakist.an, Planning Com··
mission, !?,Y.9_~'!.~.:U,(:~t:'. gL tJ:,"'.. §Lec9D3, E:i.ve ~r.. FJ,.~l1., .2.l2.• •Q t.,
pp. 170 and 201-209.
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allocation of st.rategic development resources available to the en-
. 18/

tive countJy. ".._-- Hegardless of how one wishes to explain the

allocative bias, t:wU factors stand out. It is likely that East

Pakist:an's abscrpt.ivecapaci ty was indeed lower than tha t. of West

Pakistan and that to a large extent the lack of investment in East

Pakistan must. be counted as a major element in the inability to make

any substantial reduction in the level of disparity"

Table 3 shows a comparison of regional savings and investment.

Despite the caution with which one must interpret these series, it

appears that t.he average savings rate in East Pakistan is lower and

more variable t.han in West Pakistan. 'I'his variabiU,ty of the sav­

ings rate is again a reflection of the year to year fluctua-

tions in the leVEd of agricultural ou tpu t and total regional prod­

uct in East Pakistan. Por t.he ~Ol.!£ .!,:iv"," Z.E!.!".f. RJ,~D. period the

marginal rat.e of savings in East Pakistan comes t.o 18 per cent

while that of West Pakistan was 15 per cent. The bulk of the in­

crease in savings for the period 1961 to 1965 thus originat.ed in

East Pakistan.

Despite the fact that the actual differences between the per

capita product levels in the two regions

great as compared to that found in other

----_._------

of Pakistan is not very
19/

countries,-.::J it must be

18/ Md. Anisur Rahman, "East and west Pakistan, A Problem in the
Political Economy of Planning," Economic De~19pm~nt §_",_fJe~, Report
No. 59, (Cambridge, Harvard University, Development Advisory Serv­
ice, Center for International Affairs, 1967), p. 22. (Mimeographed) .

.W For a comparison of regional income differences for some
twenty-five countries see Jeffrey G. Williamson, "Regional Inequality
and the Process of National Development," J2.S:Q!:1g.JI~.i,s:. !Le.~§.lQf!.!ll£nt £!.!2.~

.9.l!,Lt.'!.f."'}. £b.?}l9:"" XIII. No.4, Part: II (,July, 1965) pp. 1-84.



TABLE 3

Reqiona1 Savings and Investment, 1961-1965.

(Rs. !1il1ions/Current Prices)

1961 1962 1963 1964 1965--
East ~'rest East V7est East \'Cfest East West East . West

t (factor cost}.":! 16,937 17,849~17,994 18,488
-- --

18,970 19,672 20,39.2 21,123 22,510 23,170
437 1,115 492 1,237 524 1.; 392 672 1,658 821 2: 115

43 61 56 68 72 89 181 89 186 ";.3S:
.... 17,331 18,903 18,433 19,657 19,422 20,975 20,883 22,692 23,145 .15,146~

::rr:ent 1,355 3,205 1,963 3,837 1,818 4,433 2,420 4,790 2,929 ::;., ~Ol
-) . 160 -1,633 365 -1;833. ·13). -2,086 -308 -2,389 -40( -:L:2"47. . EI

)reian- ~

f_) -406 406- -482 482 -494 494 -366 366 - ::4-7 347\ sf
::.~..:; o-:'"'al-- ':$ ~ .'-

(- \ .... 246 -1 .. 227 ~117 -135 -363 -1,592 -67,4 -2,023 "··75 g -1".500• J c I

:> ta 1;:.(
jS 1,109 1,978 1,846 2,42-6 1,455 2,840 1,746 2/7£; :t .. Ill, :1. 90'\

GRP 7.8% 17 .. O7~ 10.6% 1 a -~d 9 .~,% 21.1% 12.0% 21. :U~ 1.1.7% ;).1 , 5/~.... ..- .. :)/0

? 6.4% 10 .. 5%; 10.0% 12.6% 7 .. 5% 14.1% . 8 ,101' 12 .. 2~'; IlJ. 4~. i\.. 5;70'.. ""'l:/o

znent financed
81.8% 61 .. 7';~ 9'4.0% 64.8% 80.0% 64.1% 72.1% ... .., ..... ~ f ·;4 .. 21';, 53, 7';~:) I ... c;:

'. -' • '..... C" .• ~' Y PI ' ..orrJT"!~~slon, £,'l;.r,'!J.~atJ...o!1. a::: t..ne .:,:;tecona r ~ve ear . ,an, OP ~ C~ .....

.mate of Req':onal I:1di=ect Taxes" 1959/60-19-64-65 (Karachi~ 11arvard Ac1viso~~' Gr">:_;,)" 1't"f-i/ I" r.. 196-b)

'l; ~.,..., f'T"a1-..... '1 o 2 ~.,....~ T..-~e"!""''"' ~ S ....e~n -nter--T"'!..::IusJ..Y'''~ RC>'-"'~o~s' .; ...... ~·~s D-~~';-':--. ...... ~or-:..2/(."" t'l .... '-a'"""~ ...... ..:...~.,l,. ..-..;.:.,. ..... G~}"......... v~.. ~......_.. v • . t.../- , .l .. _ .1.41"..;. '--)i 1 __ ..... c:.1..-..:... l~. '; • •..Jc... J:ql'"..... .::;>'_c:~., ,.:.. ... -':.;:'~_ \",a_ ...... ",.~.

)f Developr:1ent Eco!1o~ics, forthcoming)- ..

'/JQ-



TABLE 3

Regional Savinqs and Inves~T<ent, 1961-1965

(Rs. Millions/current Prices)

17,849 -17, 994
1, US 492

61 56
18.903 18,433

-246 -1,227

1961
Eas"e ~vest--

1,355 3,205
160 -1,633

t-0'

20,

-.

19,
1,

2l

.;,.1,

14

6.0,

·13.1 -2,

1963

-363

-494

East \-i"re

1,455
9.4%
7 .. 5)~

1,818

18,970
524

72
19,422

80.0%

482

·-135

64 .. 8%

2 .. 486
19.5~·£

12.6%

18,488
1,237

68
19,657

1962
East ~

1,963 3,837
365 -1,833

-482

-117

94.0%

1,846 .
10.6%
10.0%

406

61 .. 7r;~

1" 978·
17 .. 05~
10.5%

-406

1,,109
7 ~8~{

6.4%

Sl .. 8'ib

16,937
437

43
17,331

Gross Regional. Product (factor costj~
Indirect taxesY ·
SUbsidies~ .
Gross Regional Product

(market prices)
Gross Regional Investment
Surplus (+)/Deficit(-) c
current account, foreign~

Surplus (+)/Deficit (-)-!:Jcurrent account, regional
Surplus (+)/Deficit 1-)

- c/
current account, totai~

Gross 0egional Savings
Investment as a % of GRE
Savings as ~% of GP~

2roportion of investment financed
by own savings

6.3

&.2_

l.
2.
3.
4.

5.
6.1

7.
8.
9.

10.

21 ,PakistanI Planning Commi~si.on, Ev>~l·.1ation ~f the Second Five Year Plan, OP. C'

EI t'lout'er Tims l f'..n E-stimate of Recrior:al Inc1i:::-ect ?axes" 1959/60-1964-65 (Ka~ac:'1i:
:nimeogri?phed.

C /.
'::::.I '(""1 _;_-1- __,'.': ".....,.:::1 t .... '..,..., m if 2 - ..,.." or ......}.. J S''''''''''' -.,..... ..... r .... .,.....,.::hc..:...·... •• ,....,el~.:...i,-..-c:...... a_cuJ.C"'cc ,1.ro.~; 1,.;.3 a 1.......l.a,o_e c..:. ..c. vo.::::ep... • tc.n, J..~1\... e_-.l,;..'-"'.1_ '__ y ~, .... c.\... .... '-'.,_

Pakistan Institute of De\/elopment Ecoz:cmics, forthcoming)-.
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st.ressed t.hat t~he problem in Pakistan is almost unique in ~haracter.

In no other CCClnt-ry have the two regions been separated by a thou­

sand miles of foreign territory, posing enormous obstaoles for

inter-·regional mobility of goods and labor. And the fact> remains

that regional disparities are more tolerable when the poorer region

can at least e'njoy t11e minimum neoessities of life. In Pakistan,

even West. Pakistan, the relatively affluent region is living close

to a subsistenoe leveL 'J'he disparity in regional welfare' is there­

fore partioularly painful.

As a consequence of the political pressures generated by the

disparity in regional welfare, the removal of all differences in

regional incomes has been made a Consti tu t.ional obliga t.ion 0 More

recentl.y, the Planning Commission has proposed t.ha t this target be

achieved by t.he end of the Perspective Plan period, 1985. 'At the

same time dependence on foreig" aid is to be. termina ted and per.'
. 20/

capita income to be doubled. -- The setting of these objectives

has been done wit.J;l little analysis that would bring to light al.ter­

native growth patterns and the opportunity cost of meeting a strict

regional income equality target. The objective of the present

analysis presented in both macro-terms and in terms of sectoral com­

posi tion is aimed primarily at highlighting the regional growt.h

problem and bringing to the fore the possible effects such a re­

gional target may have on national development.

2Q/ Pakistan, Planning Commission, The, Th,ird .F'iy~. xea£ plaq,
(Karachi~ Government of Pakistan Press, May, 1966) Pl'. 17,.30.



(J:lhe dynaw_ic lir:ear pr,:,)gramming model used t.oanalyze t.he

time phasing' charact:ey"istics of the developme:at path for 'Lh:e

economy as a 'i,r.ih.CJle and for the two regions is an adaptation of

the analyt.ic frar,ework developed by Chenery and MacEwanW and

22/
Chenery and Dox·fmano······ As the assumpt.ioDs underlying t.he formu-

lation of t.his model have been described extensively in t,he ar-

ticles cited above, t.Le description below will be briefo

T'he major' fea-::';ure of the model is therea1ist.ic aSf',umIYtion

of a permissible divergence between savings and .invest.ment, the

gap being' filled by foreign aid 0 Two sectors are identified,

showing the capacity of ·the economy t.o trans form domest-.le re-

sources into fOy,'ei.gTt excbange" A l~traae-improvin9·rr~ prod"Gction

sector is specLfied wrd.ch produces eit,her: anon-,t:,radit;.ional. exports If

or import substit:'lxt.es for foreign or regional trade" r:Phe results

of shift.s from productcion in the regular "traditionaJ," sectors

to t.he "txade-improving" seet.ors causes a rise in the economy-wide

capit:al-output ratio reflecting the operation of the principle of

W Hollis Bo C:h.ener:y and Arthur MacEwan, "Opt.imal. Pat~t.erns of
Growth and Aid: 'The Case of pakisLan," ::r:h~ 2:h"!.QJ::Y_ ~!l9. !2"!.?.~..9:!l Qf.
~Q.Q!.~Ql!lts: Q."_Y",IQPD!.2.'1,~, eds 0 Irma Adelman and Eric 'I'hor'becke
(BalL.imore: Jor'n" Hopkins University Pr.ess, 1966) 0

".
.?;V Hollis Bo Ch.ener.y and R.obar·t. Dor.fman, "Optimal cxow::h
in an Open Eco''.oc:y,'' (CaT-bridge: Cent.er for Int.,ernati.onal
Harvard University, 1966) 0 Mimeographeclo

Patterns
Affairs,
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excha.nge a.-:;,d CE;p:.ta:::, 0 Lah:::::r' i5 not talr,en as a Bcarce reS0Ul,:"c:e 7J although

the trsmsf'-::·rfliB..ti.cn of u.n~!k.:'l1ed labor to sk.illed labor could,: be cons1.de:red

a par'!;; of the ~~,n"'~~e~\txneD.t, 'p:;ocess ~ Hegiona.l ID"i.grati,on :is a.Iso omitted from

considerEi:+.:-tono G:i.'i,"en 't.he di.atance and cost involved in inter-regional

migra.ticn and the d~~.f:fe:r'Bn\.;es in .langu.a.ge and social customs ~ population

move.men,:"s. are nct· l:i,k.2.,:'y to be a major factor in Pal\.istano

Spe,:.:i,t":i.c.a.J.ly ~ the foJ..low"ing function is to be Tr..&..ximized ~

'f
Max W

'1'

-y L:

n
+ l: OJ V

T, j
j~'l

where:

ThE: defin:iti,ons of all the variables and pa,rameteY-s are

The >felfa"",, function he,s thr"ee parts: (i) the discounted flo" of conswnp-

tion over thepedod 1965 to 1985; (H) an indicator ( o. ) of the di.scounted
J

val.ue of consumpt"Lon in all post plan years and (iii) the dhcounted value

of the "flow of f'ozoeign aid "ith a we.ight y representing the price of foreign

. assista.nce 05.2/

given: i.n AppBnd.:1x '1:.a.b1.f'S J.. and 20

23/_.
Fe:.::' a mO;:'2 ';':.';:';Ttpls~:e d:i.scu.ssion of this pa:rt::Lcula;:, vlelfa:r-e :t~~.nr;tion~
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GX'02'; Y'::::gi.:or:.:s.l p:rcdu,c:t is defined as the sum of' out.put ()f the regular

produetiGr1 secot.cr in 6s.';;h region a.nd t.otal trade.;..imprGv:i.ng output whi.ch is

split betvre.en tha.~ :p3.,rt" \oThose foreign exchange earning is used in the pro­

ducing rsgi()u (V
1

t
,j oJ) and that portion destined for inte.r-regional t·rans_ ;:

1
fers (V t ,j ok)

(2)

Similar'ly, tctal. g·.~oss regiona.l. investment is the sum of investment in

eaoh sect.:n: 0

o
= I t ,j +

Regional iucome is defined as the gross regiona.l product plus (minus) net

regional transfeTBc
,
~~..

± R
t

.
,J (4)

where suc.h transfers are given by:

1 1
R - V + k . - Vt,koj 0, .oJ t,Jok (4a)
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From this re~j.8nal expenditure is defined as:

V+ < C If ' Et . e.t ·· k
1 .

- Mt . Rt '_. + + + + V t .. - mt,j.k ±
"':$J t· ,j ";~J ,J ,J. ,J • J ,J ,J

Savings, n.et cf trensfe:ts ~ a:ce equal to investment less the capital inflow:

R '" It ,jt,j
(6)

The. regi on's tr'ade-gScp, which must be filled by the capital inflow, is determined

by the region's export of traditional exports to the rest of the world, less im­

ports and the current account balance for regional trade in terms of traditional

goods, minus the trade-i.mproving output for foreign trade.

1
- M

t
. + mt . k - E. . - et· . k - Vt .

,J ,J. c,J ,J. ,J

rrraditional expo;~<t.s" forei.gn and regional, are assux.o.8cl to grow at an exogenously

determined rate and. are p:roduced by the traditional se.cotrs.

. ,
Two fU2:the:r' conditions are i.mposed. The. regi.onal exports from one region must

equal the regional imports in the receIving region:

e. t . k '" mt k .,J., •J

(8a)

(8b)

(8c)

and the sura Of the capital iilfl.ows In each region is equal to total foreign aid for

the economy as a whole:

(8d)
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str\l£.!::~.:§L and ~~J.:5?!:~19~~~~

Since labor i~ assumed to be in surplus, production in each sector

i.e li.mited by the ""pital stock in that region. 'rhus the capacity limit for

regu.lar produeti,on is giYen by:

V o <
t ,j

and that fa:.:' trad.:>·improv'ing production a.nd transfers by~

<
1

K t .,J

The regional. economies a.re chara.cterized by dimini.shing returns to invest-

ment.· The use of a "step" function to approximate, by linear segments, the

diminishing productivity' curve of investment, necessitates are-definition

of investment.,

0
rOl

, + .102 + 1
03 (10)l' t . -

,J t ,J t ,j t ,j

and
1 rll + r12 +113 (11)It ,j - t ,j . t ,j t ,j

The total capital stock available for production in each region and

each sector is gi.yen by:

o
K''. t+l,j

(12)
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and
1 11

K = I +
tH ,j =._ t,j
~-

S2 . 1
12

+ S3 . 1
13

,J t,j "J t,j
(13)

defines the relative productivity of investment as the economy moves

The observed limits

oW-here Sj

downward on the l1).arginal productivity curve.

on the regional econ~ny to absorb increases in the supply

, ,

of capital acre introduced by making inves,tment increases a function of existing

capital and an expli.Git weighting factor (~j) which determine the permissible

growth of investment.

1°1 + 11 ° + ~,j)-\. < Al . (Kt . ~t ,j ., J -- ,J . ,J j

1°2 + 112 ° + K1 ) I (14)< A2 .(Kt j - ~j )t ,j t ,j ,J , t ,j
,-

1°3 t'
23 . ° 1\. < L . (Kt . + K

t
.) - ~jt ,j . ,J - j,J ,J ,J

-·:';~i·~·/

Maximu.'1l savings in any' year ",re a function· of base year savings and increases in

regional production.

while demand for imports is a function of base year imports and changes in re-

gional production and investment:

Mt . + mt j k >MO . + mO . k + nO j(Vt j - Vo .) + nl j(1t j - 10 .),J ,0 -~ ,J ,J 0 0 , ,J ' , , ,J
(16)
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It is possible to express most policy targets as a part of the welfare

function if the appropriate price associated with such a target is known.

Since in geneT~al it Is not possIble to speci.fy the cost of such targets

~ :e::::fQri, it is si.mp~J.er to define certain additional policy targets as c.on-

straints to the model. Two object~ves of the perspective plan are introduced

explicitly. Foreign a5.d is to be terminated at some specified year, and

regiona-l income per capita must be equalized by 1985. In "ddition, it is

necessar;:l' to ensure tha.t future T'egional i,ncome growth is such as to maintain

regional parity, Thus,

for t ~ T-n ;'f
\

(17)

. ,

and Y
t ,j

1(-­
Nt ', ,J

1

Nt,k
for t _. T-n;T (18)

". -.

In addition, consun~tion per capita may not decline.

(19)

Similarly, unrealistic declines in investment and regional income pe:!;' capita

"a:r-e ruled out 0 ThuB , '

I t +1,j ..2:: It,j (20)

1 > 1 (21)
and Yt+l,j

(-----) - Yt,j (~)-N
t+l,j t ,j
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Alten:.ative Forms of the Mod.el---_....-,_.- -- ~. -_. ---

Altbough the regional inc:ome target is clearl.;)r defined in the Pakistan

perspective pla.n, three alternative patterns for regional growth can he

specified. Thus the possihility of the regional dispari'toy ,ridening for

some time is at first ruled out hy stipulating that:

1
(N . )

t+l,j
( J 1 )
~'t+l,k

(~)
t ,j

(22)

~urthermore, for' political reasons it may he necessary to place an upper

bound on regional. income transfers and even to terminate income and resource

transfers at some time. The first constraint is given by:

and the second by:

~ a for t = T-n (24)

The Basic Sol.ution-----

The growth of regional. income and production in the basic solution is
.-,,~.

"

shown in Figure 2. (The values of all the variables in the solution and
/

~/ ..

their shadow prices are given in Appendix Tables 3 and 4). By 1971, which

corresponds approximately to the end of the !hird~ lear Plan, the differ­

ence in regional per ciipita i.ncome has been reduced to 26 per cent, falling

'"
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t·o 20 pe~c'ont by 1979, and is el.i'minated by .1986 0 2
1
1/ This pattern of

regiona..l growth and di.minishing per capita income disparit~r corresponds ~ at.

least fe,!" the ea:,·ly years, closely to that projected by the Planning Corr,-

mission, The prim8.ry difference between the model results and the Perspec-

tive Pl.an pY·oject1.ons is the Planning Cormnissi.on' S assull1ption that there w-iJ.l

be a shar'p droop in the level of disparity behTeen 1975 and 1980 while the

model soluticn postpones the major decrease in dispari.ty till the period

1980-198),

The process ,by which the regional incomes are eq,uated i$ the combination

of a high grovth rate in East Pakistan, as high as permitted by the absorptive

capaciiy of that pX'ovince, and the redistribution of income and resources

from West Paki.3tan used either for an increase in investment or consunwtion

in East Pald"tan, ~'he TesuJ:t is a terminal year per capita income level.

of Rs. 640 ~.n both regions. For the period as a ,Thole, income in E:ast Pakistan

grows at an annual compound rate of 5.5 per cent and at 4.0 per cent in West

Pa..1dstan, i.mplying ar, annual grmrth rate of 4.9 per cent for the economy

,as a whole 0

Thi.s rate of growth for the nati.onal economy i.s well belmr that indicated

in the PerspeGti.vG Plan where a growth rate of 7.2 per cent per annum is

fore~ssL Although no attempt has been made to choose precisely those parameters

which would reproduce the long-term gro,rth ~attern foreoast by the Planning

COlll!l'J.ssi.on, it is of some interest to see w,hat effect the regional constraint

---------- -------
24) The model was r'Wl for eight periods, each scaled. to represent three
years, in order to cut down on the computational tIme reQuIred per BoluU.on.
Thu3 t"'O is eQ.\J.ivslu:lt to plan year 1965; t=l to .1968; t"'2 to 19"(1. 0 .and

·t=8 to 1989. Conseg.'Jently, there is no direct correspondence between the
m.odel tIme perIod" m'ld Uj" lni.tictl years of each successive five year plan
encompassed i.n th-:; Perspective Plano
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ha,:s ~ Using prf.~c:i.s61y the sa:me pa.rameters a.s in tp.e basic solution, butel:i.nri ..·

nati.ng a1.1 regional c.on~iderations, a growth rat'e. of 6,8 per cent appears feasible.

Yet in terYf:,S of regional\ equi.ty this goal is achieved vrith a sharp increa.28 in,
\

the level of disparity" Per capita income i.n this soluti.on is Rs 0 633 in F]ast

Paki.stan and, for West Pakistan, Rs; 1208. Thus ,ri.thout any· attempt to ameliorate

regional welfare, the terminal income level in East Pakistan is only slightly,

lower than in ba'oic sol.ution "hile that of West Pakistan is substantially higher.

It thus beoomei3 cL'ar that the major' burden of e'l.ual.:!.zing per capita incomes is

borne -by HeBt Faki.8ta.2), wi.th but. a. minor inc:rease in the w'elfare of East Pakia"t:aY.i."

~'he p8:Gte:r'ns of investment and foreign aid inflmf for each province differ.

(See Fi.gureB 3,4, and 5). In East Pa..1dstan it is the maximum grmrth of investment

constraint that i6 binding through period 6 (1983), "hUe in West Pakistan the mini·-

mum growth of i.nvestment constraint is operative" Thus the combination of the high

savings rate and the low invest.ment level in West Pakistan permits that province"

to finance its own investment needs and regional transfers. Regional savings in

East Pak.istan ri6e as r'aJ?idly as possible given the marginal rate of savings, so

that by the terminal y'ear of the analysis, the regional savings-investment gap is

eliminated~ "It is 5 in fact ~ this autarchic" requirement which imposes a severe

constraint on the pattern of regional gro'\itho As long as regional pr0duction and

income in East Paki6tan are e'l.uated in 1989, the terminal inc.ome level is pri-

marily set by East Pakistan's own gro,~h potential while the gro'\it4 in west Pakistan

can merely adjust to this level. Finally, a sharp reduction in the aid inflo" to

West Paki.stan is observed. Beyond 1979 total foreign aid is destined for East

Pakistan.

While it 1's clear frc,m the basic solution that the equal income target is a

feasible one, the co"t to the economy is more clearly brought out by a consideration
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of e.,Itern,at.i-j/E, grc)~\"th paths ~ Mairrtai.nlng the equal income target bu.t pennitting

regiona.l transfers to continue beyond 1989 ailows an increase of nearly' J.O per-

cent in t.he terminal inc:)me level Q Thi.s increase comes about as fol)~prr:s~'-'-' 'llh'e'
..,,-'-'

higher grcrwth in West Pakista.n permits a higher level of regional sa.vings and hence

inter-regiollitl transfers. The limit on such trans!'ers is now Hest Pakistan's

ability to mobilize savings, and the terminal incorr ,. level is no longer set by East

Pakistan's own prodllctive capability ,.?5 / .

If in addition to the relaxation on the regional proiluction-income ga.p a

deterioraticn in the disparity mea·sure is perm.itted, a furtlier inc.rease in the

termi.nal i12::~ome levels of both regions is possible Q Thi.s solution involves a rapid

x'ate of growth of ir,co])le in Hest Pakistan so that this province reaches a level of

per' capita income ofRs. 703 in 1977. There is no further growth of income pe.r

capit.a. for the remain:ing periods 0 This rapid initial grmvth of inconle in West

Pa.ltistan maltcs possible the generation of a higher level of savings which can then

be used to eliminate the regional income difference rather rapidly. However, it

should be noted that the 1ev€1 of disparity widens to 50 per cent before beginning

to decl.ine and event1J.ally being eli.minated 0

Fi.nal1y, consideration is given to the case where the redistri butiona1 effect

is limitedo In the basic solution such inter-regional transfers rise to 6 0 0 per

cent of Hest Pakistan's income in 1974, and for the period as a whole, average

4.8 per cent of income in that region. Such a redistributiona1 effort may be

intolerable on political grounds. Arbitrarily limiting such transfers to 3 per cent

of i.ncome in Hest Pakistan reduces terminal income levels in both regions to Rs, 634

as compared to Rs. 640 in the basic solution. Thus if the regional parity target

is maintai.ned but political opposition to a redistribution effor·t arises in Hest

------------.
The effects on regional growth of varying the policy constraints are sum-

marized in Appendix Tab1e 5.
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Pals:is tan ~ -~:J:J~; :resul.t v111.1 oe a lovrer level of welfare for the population as a

who<le" And for' the aJ.te::"D,ative solution'~ considered above:J wher,.e, regional. trans-, ..;

feX's play s.n even gr.eat·e:r" :role:J the cost in not permitting such transfers is an

even grea.te~(' ].··;)$8 in potentia..l income"

The eff,ct of a fl\L'1lber of EUC!f alternative regional policies on the terminal

income leve:l is shewn in Figure 6~

The analysis has BO far concentrated on alternative policy choices all of

which weT" assumed to opel'ate wj.thin the framework of meeting the Constitutional

requi:(-e,ment of e(.rL~,a.ti,ng regi.ona.l per ca.pi.ta i.ncomes and to achieve this target by

1985" 1:c.; is likely, howeve:r ~ that once a clearer consideration of the cost to

the economy, in term.s of potential grow"th foregone, is presented, the target date

for achi.eving p3.ri.ty wD.l be postponed.. lI'hile the extreme solution where regional

equity considerati(ms are omitted entirely presents a result in terms of regional

di.spari.ty that is J.ikely to be politically uno,cceptable, a more realist.ic target

might be to equate regional per capita growth rates. This impli.es that the present

l.evel of disparity would remain constant, at least over the Perspective Plan.

Such an e~ual regional growth rate target can be considered as one

spectr'Ulll of possible x'egional targets, all of' which might be considered

endiof a

pOlIticallY
!

accept-abl.e, "hDe at the other extreme is the strict regi.onal parity solution.

By all.mdng the model to first generate an eClual regional growth rate solution and

then parametrically varying d.ownward the permissibl.e level of disparity, a curve

can be der'ived sho,ring the various levels of income attained. by the economy as a

"hole, and impli.ci.tly, for each region. (See Figure 7 ). Thus with a 5 per cent

difference in regional per capita incomes in 1989, the per capita income in East

PakistaD. increase.s by 1 p'er c.eut over the strict parity solution, "hile if the

\
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target is to eg.uate regionaJ. per capita gr01fth rates, an increase of near'ly'

6 per cent in per capita income in East Pakistan is possible. 26 /

The alternatives open to the government policy makers present an interesting

opportunity for political bargaining. In return for a relaxation of the regional

disparity constraint in which the Planning Commission is presently forced to

operate, it could offer East Pakistan the possibility of a higher future income

level. For West Pakistan the choice is also for a higher income level but a

cost of permUting considerable redistribution of income over time. Like all

bargaining situations these options should be more correctly stated in terms of

probable outcomes rather than clear certainties. Although it is possible to show

both regions better off, given the simplistic structure of the model, the at­

tractiveness of such alternative regional targets will depend· to a considerable

extent on the degree of certainty with which the policy makers of each province

view these alternatives. The major purpose of presenting such alternatives is

primarily to permit consideration of a wider choice for framing regional policies.

And such a reformulation of the present restrictive regional policy is clearly

called for if national gr01fth as well as regional welfare is considered an ob­

jective.

See Appendix Table 5.
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1\.s previ,)uE,ly noted, it will be desh:able to qua,nt:ify, in

out 91;'eat, diff:i.cult:y, More important, is the need to ensure com'"

is li.ke1y t.o oc;cu:(' is in the :x:elationshi.p of the sectQ~:'al Qapit,a1-~

outpu.t ratios and the a9'gJ~egate capital-coefficients used in the

dynamic modeL As an initial condit,ion the' aggr'09'ate capital-'

coefficient:s for '. each region can be calculated from the sect.or'a1

composition of reg'lonal product and the capita1--coeff:lclents as,30-

elated 'ditch each sector, . Over t,ime, however, t:he weighted sum of

the sect.oral capit.al-,coefficients will change as the relat.ive out-

put, levels of the various sectors change. Unfortunat.ely, neit.her

the direction nor magnH~ude of such a change can be est,imated

~ PEJ,2£;i., One possible solut:ion, therefore, is t.o solve the "time-

pat.h" model using a constant capit:al-·coefficient. and t.hen using

t,he result.'3 of t.he dynamic model to specify a number: of the
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exogencrctS variables in the sect;or:al model. T'he output levels

derived from solving t.he sectoral model will, in t.urn, imply

changes in the aggregate regional capit.al-·coefficients, The

sensitivity of t.he dynamic model to such changes in the capital··

coefficients can t:hen be tested, If t.he "time-'path" model is

highly sensitive to such changes, a recursive procedure should be

adopt.ed unt.il a set of capit.al--coefficients is generated whose

value over tim(" apprOXimates t.hat derived from the chang'es in

t:he sect.oral composition of output 0

A second difference between the "time--path" model and the

sect.oral model is that. the regional economies have been c11arac-·

terized by diminishing ret.urns t.O investment in t.he aggregat.e

model, The sectm:al. model will have no such apparent character­

istic, This difference, however, reflects the need to represent

in a highly aggregated mOdel the reallocation of resources to

exchange earning and savings activit:ios, in which t.heir produc­

tivity is progressively lower, unt.il equilibrium is J:'eached, In

a two--sect.or model such a reallocation procedure is best repre­

sented by assuming diminishing returns to capital as t.he amount

of investment is increased, For the sectoral model this reallo­

cation of resources is made a function of the need to meet a

minimum level of output for each sector and to allocatee invest.ment

to more than one import. substituting activity, That is, alt.hough

a specific sect:m' rfl"y be most. attxactive in terms 'of it;s relative
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saving of scar'ce resources in producing ou'tput, demand considera-

tions will force t,he economy to shift, to the next most attract,ive

sector. Finally, a pr'oblem arises from the use of separate ter-

minal condit.ions for t:he two models. While each st,age of ,the analy-

sis yields an optimal solution, there is no simple way of assuring

that precisely the same optimal path would be chosen if the entire

problem were solved in one intricate modeL

It is clear that t:he relationship between the two models is

not a straightforwar'd one and that some inconsistency may be

introduced into the analysis. This "cost" should, however, be

weighed against the additional insights to be gained by allowing

greater scope for analysis of the dynamic as well as sectoral

aspects of, long'-·tE)rm growth when regional as well as national ob­

jectives are considered. It is of course possible to test for

the effects of at least some of these inconsistencies on the'over-

all results. Insofar as these effects are negligible they can

be ignored. 'l'his is especially true when one considers the g~neral

uncertainties that accompany any long-range planning exercise.

Thus while as a general procedure the idea of solving a planning

problem by breaking it down into stages may well be incorrect,

seems that as a first approximation, the results can be ac-

'~etf;;;q.

In order to allow for a considerable degree of disaggrega-

tion, the sectoral model is limited to a st:at:ic analysis covering
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27/
two t:ime periodc, , 1965 to 1974 and 1974 t.O 1986.- ~'he const.raints

of i the sectoral model, by gToups, wit.h t.he exogenous variables

appearing on th.e rigb.t. hand side, are given in ~'able 4, and the

definit.ions of the variables and parometers are given in Table 5.

In what follows, a 1)1:ief descript:ion of 'che various equations is

given,

(1 ) Out.put" D\;'t:enninat.ion.
-'-';';~'--~--".'-'_..__._.~

T'venty--one commodity balances are

identified for each region. Total consumption, exports and tradi-

tional regional imports are set at levels determined by the "time-

path" model. Consumpt.ion of each commodity is given by the change

in consurnpt.ion expenditure and the relevant. reg-ional expenditure

elasticities. 'I'he commodity structure of traditional exports is

derived fr'om the commodity composition in the base-year, except

t.hat account is t.aken of t.he likelyinelast.ic demand for raw

jute and jute products.

The inter-industry coefficient.s (aij ) are derived from sepa-

rate input-output tables for East and West Pakistan. Separat.e

secto:r:s are identified for traditional and trade-improving out-

put. The nontradit.ional sectors are characterized by hig1}er .

capital coefficient.s but presumably have t.he same input structure

as t.he traditional output producing sect.ors.

(2) rnV8ftt.ment: Demand.--.------"'--------- --_._~----_.

Equat.ion (20.) is de finitionaL Total

time
~'hese unequal t:ime segment.s result from the use of three-year
periods in t:he "time~phasing"_model.
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=, sectm:'B, wher<>' i=l to :i.=JlI are trad.i.tional output prTiudng
and i:m+l to i"-n a:re trade-im~roving output sectors'!!:'

k ,1 -- regions) where k:;;l ~2
. 1~1 :>',-

__~ ri,.'-__~_,..,.,.~_. .......__...__ • ,...'l-

a/ The symbol ' is used, to l.ndicate
trad.e-improving sectorsQ

sectors·
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capi.tAl :cesom:ces ar.e specified exogenously in line ylith the re-

sul·ts from the "i:ime-··pat:h" modeL Equations (2b) and (20) relat.e

invest:ment. demand t.O out.put chuxlges through a capit.al-'coefficient:

matrix. 'I'lle factor 'r, wherever it appeou:'s, is a necessi'lxy t,<,n:minal

conditi~)n f01:: conve:r.'siOjl Qf the flow of invGfJtmont ove);' the dQC<'ldQ

t A c"o.i.t·",l "t"o"J" .?§!"'.... ........J.... .,{.,... ~~ ~ ....... '" (/

'q.~ payments ccmstraint: is again rJ.Qri.vod fl:'Clln thQ "ti,mQ,=pilth"

mOdoL

p:t:'oduotion is S,)t exog'enously. The sQctm:'al oomposition of such

output is detex"wined by t;he roEllutivo OO~:lt in terms of the sc:arce

factors -.(capi-tal and foreign exchangG) :l:'equix'ed to produce various

trade-'irnproving' commodities. In addition, it is necessary to

place all upper bound on t.he t.rade-improving production produced

by anyone sector. without such a restriction the linearity of

the model would result in thG choi.ce of only one trade-improving

sect,or.

--..-._-----,,--_._-----

~ For a derivat.i.on of t.his conditon, see Alan Manne, "Key
Sect.ors of the Mexican Economy," The Theo:r.'y'" ~.£ Design 2f J.;;£QE.9.mic.
DevelQP-lQ§'!?:~, eds. T. Adelman and E. Thorbecke. (Baltimore: Johns
Hopkins Universit,y Pre[,s, 1966).
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'0

V~I·t'-l·Mrl (lid) a'afl'~c0 +~eL'i"" (;'- ., "-' ,'-~ .. _!.,,~>.') "'.... - ~
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this model can be fo,nnulated aB f'oll()vlS~: given t,he aggr:egat,e

tcu:gets to be met for a specific regional policy and the regional

allocation of resoUJ:ces q is such a set, of fi.nal demands feasible

given t,ho product;ion sLt'uct,ure of the r'egional economies.

'1'Wo. cJolutions have been used to constX'c\.1.n t,he sectoral model.

Yf"')st, ort"x',,"'jox 1""""l'ny'et'av, 0','\ of' Fhe.. 1"e9'1'o11al o'''J'e''tJ'v'e whl'le t'h"el ....... , .' ,,~,,-. v ." _.~.,-. 'J::',-' ., •.. ..t.,"-._ ,. "".. • ,'., _.J,J \.,..; • (J _, • • '.

second Q t.he equJJ.l srr.u4Lh rat:e ~3()lut:i.onQ is t.aken as rep.Lesent~at:ive



of a realh.' Lie alt.e:cnat.ive to the present regional t.arc:reLo The

composit:ion of output. under t.h();~e two alternatives is given in

Appendix Tables 6, 7, 8 and 9.

For East. Pakistan the result.s of botch selutj.on'" m:'e broadly

similar. This of course reflects the fact that: in t.he macro··

model East. Pakis·tan' s growt.h rate is always at: the maximum per··

missible rat.e given its absorpt:ive capacity. As invest.ment: CO,1'"

tirltH~S t.o ri.f3e sharply in East Pak.ist.an over t.lle. (-;n:tire P?riod p

t.he highest secte,n.\l g-rowt.h rates are found for the invHlt.ment:

goods se(;Lor:s and those sectors closely related t.o creat.i.on of

new capacity. The relatively low g-rowth rates for t.he t.ext:ile

sec.tors are a result of t.he assumption that export: demand for raw

and manufact.urea. jute is l.imi t.ed. Agricult:ur:al out.put increases

at a rat.e slight:ly below t.hat for reg-ional product as a whole.

Never-·t.heless, judged by t.he past performance of the ag'cicul tm:e

sec·tor in East pakist.an, L.his will still call for a substanti.al

i.mprovement in t.he ag'Y.'icult:ural performance.

It is in terms of the sectoral g-T.'owth rates for West. Pakist.an

revealed by t.he two solut.ions that bring int.o sharp focus t.he cost

of adhering to t.he strict pa.rity target. In the equal income so-

lut.ion, which posit.s a reduction in the x.:egional g'Y.'owt.h rate for

Wes.t Pakistan' in t:he lat.er peri.od I t.he result. is a sharp r;'eduction

in the. growt.h rat.e for the investment goods sect.ors and such re-

lated sect.ors as met"'l products and nonmet.allic minerals 0 In

. "~'.
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TABLE 6

StrucS'tu~'al_Cbanq~ in the Pakist.cll1 Economy

(per cent)

East_Pak:iEti'ln ,

1960-91 1965.<Y 1974£/ hi1986-"

1. Agriculture
2. Manufi'lcturinq
3. Others

63.0
4.7

32.3

60.4
6.

33.5

55.3
7.6

37.1

48.3
16.3
35.4

43.3
19.9
36.8

Sector

Gross Regional
Product

100.0% 100.0%

T. M. 1<11an and A. Bergan, Ql2.:.._cit:.

Based on equal growtl1 rate solution.

Gross National
Product

100.0%

46.8 41. 5 35.5 33.2
12. ;3 15.1 26.3 29.2,
40.9 43.4 '38.2 37.6

100.0% 100.0% 100.0% 100.0%
I
I

\
Pakist.i'ln

r·.... '») 48.2 41.l 37.6J.') + ..J:

9.3' ll.S 21. 9 25.1
37.4 40.3 37.0 37.3
-\

100.0% 100.0% 100.0% 100.0%
I

\
I
I,
!

49.3
H.l
39.6

8.0
35.9

100.0%

Agriculture
Mi'lnufactur ing'
Others

Sector

Agriculture
Manufacturing
others

1.
2.
3.

1.
2.
3.

Gross Regiona 1
product
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addit.:i.on, the effect. of rest:raining growth in West Pakistan has

a drarnat_.ic effect all. the Cl.gxicultu:r:e Bect,o:r: 0 By comparison g t,he

sectoral out.put. levels for t.he equal growt.h rate solut.ioll would

indicat.e a fuller:· ut:ilization of capacity in West Pakistan o In

particular, in t.his "olution agricultural output increases by

502 per cent in the early period and 6 00 per cent in the later

period. While t.heee g·r·o',lth ratc:es are st:ill below t.hat forecas·t

by the Planning COImnission, t.hey are admitt:edly high. AIt..hough

few count:ries have sust.ained a growth rate for ag':dcult.ural out ..·

put as J:dg·h as 6 per cent. for any length of time, there is sub-·

stantial opt.imism among agricultural economists familiar with the

Pakist:an s:i.t.uat.i.on that. a dramat.ic increase in the ag-riculture

growth re,te in West: Pakist:an is likely. Conseq'.lent.ly, adherence

to a strict, regionpl income parity policy would have t:he effect

of for'egoing the possible benefi1:s which aT:e expect:ed to be forth-

corning· as a result of t:he past: structural changes whic.h have

t.aken place in the rural economy of West pakistano

Table 6 brings out, the st,ructural changes implied by the

equal g-rowth rate solution. Bot:h regionql economies show a simi-

1ar trend, Leo, a decline in t,he share of agricu1t.ure sector and

an increase in. the· share of· manufact.uring in regional producto

The implied change for East. Pakistan is dramatic o 1'he share of

manufact.uring nearly tdples while t.he sha:t:'e of agriculture de-

clines from over h,alf of regional product t.o less than 44 per cent.



; ,

-35-

by 19860 In pnx:tLhis rapid rise in the share of manufacLm:'ing'

reflect.s t:lle reIat.ively small base from which East. Pakist.an began

in 19650 B',lt t:o a cons.iderable extent t.his rapid structure chCtnge

is an inev.i t.able result. of t.he continued high rate of invesbnent.

gTowt.h implied by the macro· !lolut.ion. For the economy as a whole,

the expectation is that: the struct:ure of the economy \"ill become

fa.ixly diversi£i<id by 1986, relying only for about one third of

national p('oduct: on t:he ag':cicultur'e seGtor and having a subflt.qntial

manufact~uring base 0

The polit.ieal preSf31:ireS gener:a.ted by the difference in
i
\
\

regional pel: capi·ta income levels and the past. pat.tern of 1;'e-

gional growth make it difficult; t.o conceive of any lang'-run

economic plan in PaJd.sLan which can have meaning and national

support.. if it does not clearly spell Ol,t the 1;'egional objectives 0

Yet rational policY'-making should reflect a consideration of

alt:ernat:ives and t.heir casto The present:ly accepted policy of
)

equating' regional per capj.t.a incomes by the end of tehe Perspec-·

tive Plan appears to be a tar'§let chosen on polit.ical grounds 0

, ,
Given t.he various pattern of regJ.opal growth and· the alLernat:ive

,
regional t:arg'et-s present'ed, above, it becomes possible t:o evaluat:e. .
more. specifically the cost of the presenL objective and compare

-.
it t.o a number of alt:.ernatives 0

'.

,
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Orre can ident.ify t:wo goals in Pakist.an: to raise the level

of well-being for t:he population as a whole by rapidly raising

the 9TcMt.h rat.e of national product and to do so \'1hile ensuring

an equi t.able diErtxibution of total income. The fi:t;st aim, in

isolation, would maximize the growth of the nat;ional econo!\1Y \'1it11.

little or no at.tentiol1 to :t:egional we:t.fi'l.:re, SUQh an alterpi;\t:i-ve,

however, runs the severe ris];: of end,mger ing na.tional unity,

Thus, while econom.ically sounr1, the obj$ctive of maxi.mi<;ing only. - ..

grounds,

At the other extreme lie$ t.he p1CetWnt ta:cget; of eqllat.ing

regional incomes, ~'he J;:esult is g lqW income level for bqth

provinces, and in fact., when compi3.;;,ed to othor i'.llterni3.tives, it

yi.elds the lowest. level of welf"u,o. In somo s,mse, however, this

policy has fewel: risks for East pakistan. The attainment of an

• equal per capita income level in the two provinces calls for a

minimal redistributional effort. Given the past alleged regional

bias on t.he part. of the central government, East Pakist.an may well

feel t.hat any policy that looks toward an amelioration of regional

income levels through an active redistribut.ion policy is unreal­

istic. 'rhus East Pakistan I s policy-makers may decide that any

deviation from t:he pr.esent regional target., allowing for a more

rapid rate of growth in West Pakistcan, will only result in an

increase in regional disparity. At. the same time, it seems unlikely
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that:. the present. po] icy will be fo110'.'1ed if, as the results of

the analp3is indicat.e, the implication is for a sharp reduction

in the growt.h ra.t.e in West:. Pal<.:istan.Not only can one quest.ion

the possibility of act.ual'ly implement.ing the necessary policies

to frustrate the dynamimn of t:his region, but. again such an at-·

t.empt also entails pori t.ical :ris],s.

~ realistic assessment of alternatives clearly indicates

the need to frame a regional policy that lies somewhere between

these two extremes. One such solution is to equate regional

growth rat.es, at least for the Pen~pective plan period, and post-

pone any att:empt to remove regional disparities t.o some time'

in t.he future ).2/ Such an alternative not only increases welfare

in both regions as corilpared t.O the strict parity solution but

will have more appeal to aid-giving agencies. Regardless of which

regional t:arg'et is adopt:ed, the economy will depend on foreign

assistance for some time. Yet increasingly, donor count.ries have

allocated foreign aid't.o recipients whose past performance indi-

cated a high re·turn on such assistance. If Pakistan is therefore

to attract the required foreign aid, it must adopt a regional

policy consistent: with a high national growth rate. The subs·titu··

tion of a policy of equalizing regional growth rates for t.he

-----_._-~.

2~/ Indeed, it: seems likely that once g:cowth is accelerated in
both regions the demands for absolute pa:city in per capit:a income
levels will become less incessant.
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present, pc,I icy of equating reg'ional income levels would thus

appe,H' to be the most: realistic alternat;ive open to the govern--

ment.o Not only would it increase the welfare of bo,th regions

and ut,ilize more hIlly capacity in West pakistan, but, it: is likely

to be the reg'ianal policy with gTeatest: possibility of successful

implement.ation 0



Appendix Table 1

Definition of Variables and Parameters._-_._-----------

Variables

v "' gross regional product.

vO _ regular production.

Vl "' production for non-traditional tracie.

I "' total gross investment.

1° "' investment for regular production.

II _ inves'tmcnt for non-traditional production.

Y ... regional income.

R - regional transfers.

'" t~rad:Lti()n,ll imports ..

"' tradit.ional expor [',s,

,.. txadi tional expor:ts,

'" consumpt i,on •

"' population.

"' capital stock.

.- capital-output ratio,

"' sav,ings.

'" fo):'eign capital inflo\~.

a"' trBditiollal imports, foreign trade •

}:e,:;i'ional i.:rt1dc u •

f<)l~eign tr';;ld0 a.
, , 1 a

t'(>ql()ll~i.l. -tl~a(e •

E

m

s

M

C

N

K

k O , regular production

kl .., capital-outpu·t ratio, non-traditional production

a
'I'raditional imports and exports are those imports which \%ul.d

be imported and those exports which could be sold if the~;tructJ.1J::e

of the economy were to remain unchanged from the base year,



~~ £!. Y0..~\ablc~ ~.'l Par?",!!cters_, !2.2.2.
(1965 pr~i!;cs)

(Rs. Nillions)

Var~ iiblesa

1. Gross I'egional product

2. Saving

3. Investment

4. Imports (foreign)

5. Impo:r-ts (regional)

i
6. (foreign)/ Exports

/

T· Net capita..1 :Lnflo>r

8. Consumption

9. Capital stock.

10. Capital-output ratio:
regular production

". trade imprc·~ring

11. Population "(millions)

12. Income per capita (Rs. )

l'fl·~;(i
;1 ,0(/,;~r?;£~

K. 0

. ---.

East West
Pakistan Pakist.an-----

22,659 24,5T8

2,OT2 3,020

2,819 5,413

1,922 l~ ,240

965 550

·1,590 1,432

T4 C

( 2,393

20,587 21,558 , ..

56,648 73,734

2.5 3.0
1

4.0 4.0

61.3 51.1

370 481

Par'i'illeters

1. Marginal rate of savings

2,' ·Rate of growth of exports:

foreign

regional

3 Marginal rate of imports:

on i.ncome

on investment

4.'Limit ()!l investment increasc

0.25 0.24

).I 4.0 5.8 «~:.,

11 4.0 3.0

no 0.20 0.25

n1 0.40 0.30

A 0.10 0.10

./



Appc,ndix Tctblc 2 (C:mtd)

Valu,,::~; of Par 2ti:O t <:rs 1965. .__~. .__.__ ..__ .'_ .. _._ . _._ f .'4 " __ '

(l965 prices)

(Rs o Millions)

East West
.' Paramct.cr.s Pakistan Pakistan----------_.-

,- i.{t':.lative .prodLlct",ivity or:.) .
llgooc11\ i.nvestment III 1. 00 1. 00

Hfair ll inves·tment f2 0.75 0.75

(lpoor ll investment S:l 0.50 0.50

6. ;\})C;orpti ve capaci t~y li.n'i t ¢ O.ll 0.13

-7 • popul<"lt.lon il\C,:cm;o :b

1965-'J.970 [., 3. d 2.9
1970-l975 (\ 2.9 2.7
] 975-'19<10 (\ 3.0 2.8
19f1O-,J985 p 3.0 2.8

-"""-", 19n5--1990 r 2.8 2.7

n. Hatc"! of: disc oun 1:, i 0.08 0.08

9. Fil t.o of discount, r 0.10 0.10
pCH>t-plan

10~ Cost of fOl'C,i9n cxohanC)c 2.0 2.0

n. Relative valuation of• consumption l.0 l.0post.-plan "
12. Post-p1i'ln gl"owth rate 0 7.3 7.1

13. Weight for t:erminal
Yf,:.~ar income (j 3.6 3.2

14. 'j)crmi nC·1.1 year of analysis '1' 24 24

15. Terminal year for foreign
aid T-n 2l 2l

l6. Terminal year for removal T--n 2l 2l
of disparity

17. rperminal year for regional T 24 24
transfers

all' l.~c~nc1 va lucf:'- der i vcd fr.OEl least squares regress ion fitted
to ac~uRl data, 1960-1965.

b
lTaJll0.s \\7 ~ Drackc,tt <inc] Donl11d S .. Aker.s i pr.Qj~:s'ti-2n~ of__t1}_~::..

l'(;)P."'J,"l t~;(2.J'-?L_l'.21Jii_';,l::.':~}~Y_A<l<C_.5''.!2c:.1._J;ex..l....1026 5 -l_C)8 5. (Washington, D. C.
UO'S .. D(~partmc~nt 6f Commercc, f)ur:eau of' ·the Census, Foreign Derrto-
qraphic Analysis Division, eTune 19(5). 'ff



y - COB'~ of fo:r:"cign exchange. \

\ .,
\

(J ::::; weight fOT t.ey.Ttlins.l year i.ncome

c _. weight on pOilt··pl"!J. CO!lSlJ.,,,pt:I.on

'r " J:'qte of d.i.s"oml'<' on l'OiJt"plan ('(ln~\lmptton
",
~ exogenou,s x'at,'[:; of' g:rovtth fo1" foreign e.xports

~2. ~; :r(~).ati.ve pY"(){lt;~:;tivity of nf~drll (tYJ?e 2) irrvest~m.ept

P3 _. l'elf.i.t.,i:ve 1\:r,~()d.{l{;·ti.vj:I;;y .ot' fltad.'l (type: 3) i.nv~s "t?me;:t!.t

.. Hmit to ~.nQ:r.·e[.t.se Qf' l1go0C), l l (type l) inv~;strnen:t

_. JiJd.t tQ inc:('E.;fi.Sf;:; of "rai:r l1 (typ'~ 2) :i,.n'V:e~3t:ment

A
3

.. limit tQ tnq'i;a.\W of "bad" (type 3) investment

<P .... ab0o:r:'ptiy(~ ca:1'8.cltjr l:hni t

n
J

:::: roar,gi,naJ.. i,mpo:ct rate on regional i.nvestment,

p "' ;r:ate of popul.e.tton inor,,<we

Subscrint\\----_.._-

T :=; te~':rn.inal year of a...YJ.alysis Q
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APPENDIX TABLE 3

s~~ary'£!'VariableS'in'~'Basic'S61ution

(Dillion Rupees)

E'. ~ ·P~'·· +01~ !::W.\..J...s...,a..,"1- ' .

Plan Con- "Invest- . .FCr"ign 'Tx>a,deY "Regiorte:;l "Trade
'~{ear Income sum.Etion merit .Expo:tts' "lit;;:.6i·ts .~:X.'P~6:t~~· ';!iJ.~6rts----
1965 22.7 20.6 2.8 1'~6 1 0 9 0.6 1,,0
1968 25,,3 22,8 3.9 l,,-8 2.8 o~6 " "~.~

....... ..,. .. 30',,1 26,5 503 2,,3 3~5 GoT " ~; ~, ' I ..1. 0 0::::-~"" ; ......

19'(4 34 ,,9 30.3 702 _ 2.8 5,,0 o~-8 1.3
19TT hloO 34.8 909 3,,6 6.8 C.9 1<>4
1980 48.6 40.3 13.5 4 e 5 9.3 1.0 1,,5
1983 57.3 46.6 14.2 5.7. 8.6 1 - j 7

~.-'- ~. ,
1986 71.3 59.0 14.2. 7.2 8.5 103 1.8
1989 81 .. 7 64.9 16.8 9.0 8.5 1.4 1.9

Ca-pital
.Se.\d,n~ . ~v

2~·1 OQ8
20·5 1 ~

."..~,)

3<>5 108.
lL7 2.6
6.2 3.7
8.2 5~3

10,7 3.4
12~2 1.9
16.8

-'z.

-:::;,:

'~'

,1965
'1968
1971
1974
1977
1980
1983·
1986
19-39

!U

West. Pakistan!:!

24.6 21.6 5.4 1.4 4.2 1.0 0.6 3.0 2 ~ 4·'~-1i~· ,..';.
27.0 23.9 5.4 1.7 4.8 " - 0.6 3.2 2.6~,-,-

30.8 27.5 5.4 2.5 5~l lQ2 0.7 3,,3 2,1
34.8 30.9 504 3.2 5.1 1..3 0.8 3.9 1,6
39.! 34~7' bol 49 0 ~ 1 ... 1, 0.9 5~O l~l/'~ ..i.. o '+

45,,8 38.8 t: - 5 " L.~7 " ~ .100 7~O (-0.9)'-, ~'.i. .-'- -.)

52~5 43,0. 6,l 6,,4 3~5 loT ~I '"'l 9 ~ 5 -, (-3.3)...l. 0' .....

56,3 ,,48.3 r " 8.0 6.6 108 lo3 8.0 (-1,9)o.~

6." "
."

~ " l"h
,-'7 .., lOo]. ~Oo7

• 0 . f oJ..,+"L. :; I o.l. ! <>.l.. .•1. 0_,

Trade iwproving production was allocated to fore~gn expo~ts until the, gr.o~~hxate,of expoxts

rea,ched 709 per cent, the growth re,te, given :!..n the Perspective 'Plano

to irr~ort.substitution<>

The .re.:tlainc.er- -~~;,~s E.lJ.6cated
.'

:1.'

J:3

"E../ Totals m..."'y not add up due to r01l.'lding.
~
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APPENDIX TABLE 3 (Cont.)

" ,

~

pakistanb /

~ Con- Invest- Foreign Trade 'Regiona1 Trade ~ital

Year Income sumption ment" Ex'Ports . .L1J.tH..\tt ft" Exports' IrilJ201'tS .S€l;1.I-J:ngs· IrtfIow

1965 ~7.3 42.2 8.2 3.0 6.1 --- --- 5.1 3.2
1968 52.3 46~7 9.3 3,,5 7.6 --- --- 5.7 iLl
1971 60.9 54.0 10.7 4.8 8.6 --- --- 6.8 3.9
1974 69.7 61.2 12.6 6.0 1001 --- --- 8.6 4.2
1977 80.7 69.5 16.0 7.6 12.4 --- --- 11.2 ~.8

1980 94.4 79.1 19.6 9.6 14.0 --- --- .15.2 4.4
1983 109.8 89.6 20.3 12.1 12.1 --- --- 20.3 0,03
1986 127.6 107.3 20.3 .. 15.2 15.2 --- --- 20.3
1989 145.9 122,0 23.'9 " "'19.1 19.1 --- --- 23.9 :---~(

East Pakistan

Investment ~~ Capital Stock Production
Plan Trade . ":,., Trade ~Ndrt~ti~itional
Y-ear Reg-\usr Improving' "Geed'? .HFairtT . tfBad.n 'R~g-illar . .Iltt.:9roving . 'RetJ.l-ax . 'Foreign Region9.l..

1965 2.8 --- 2.8 --- --- 56,6 ' --- 22,,7
1968 3.2 OJT 1.3 1.3 1.3 62,9 --- .

.. 25.3
'1971 4.6 o "' 1.8 1.8 1.8 69.5 2.3 27,,9 0,6• !

1974 60J_ " -, 2.~ 2.4 2 0 4 79.4 4.3 31.8 2 0 1~ • .1.

197'7 8.5 1,,4 3.3 3.3 303 92.3 7.7 3700 1,8
19800 8.5 500 4,5 4.5 4.5 liP,4 llo8 4403 3,0 --- ..,
2.983: 8" ;?~

.-- .. 6.2 6,,1 ,1,8 226 0 2 26.4 50.6 6.70,0
1986 8.0 6.2 8.2 5.9 --'- 148,0 39,8 58.9 ' 10.5
1989 9,3 7,5 10.7 6,2 --- 166.5' 59.2 66.9 14,13
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APPENDIX TABLE 3 (Conto)

West Pa.1{ista.'1

Investment by~
Plan Trade
Year Regular Improving "Good" "Fair" .

1965
1968 .
1971
1974

. 1977
1980
1983
1986
1989

5 0 4
1.0
3.2
3.6
3.5
3.6
4.7
4.7
5.8

4.4
2,3
1.8
2.6
2.5 .
1.4
1.4

.1.4

5.4
2.6
3.7
409
601
6.1
6.1
6.1
7.1

"
2.6
1.7
0.5

---

C.Mita1 'Stock Production
TriJ.de. Non-traditional

. "Bad" Regular . IniproviIl$_ 'Regular Foreign Regional

73.7 ---- 24.6
0.2 85.9 ---- 27.0

88.8 11.8 29.4 1.4 1.5
96.5 18.3 32.2 2.6 1.9

107.0 23.7 . 35.7 4.0 1.9
117.4 31.4 39.1 6.6 1.2
128.2 38.8 42.7 9.7
142.5 42.7 47;5 8.8 1.9
160.6 42.7 53.5 10.7

kJ-

Pakistan

/
/

1965 802 --- 8.2 --- --- 130.3 --- 47.3
1968 402 5.1 3.9 3.9 1.5· 148.8 ---- 52,3
1971 7,8 3.0 5.5 305 1.8 158.3 14.1 57.:3 2.0 1.5
1974 9.7 2.9 103 3.9 2,4 175.9 22 06 64.0 30[ 1.9
1977 12.0 4.0 9.4 3.3 3.3 199.3 .. 31.4 72 07 508 1.9
1980 12.1 7.5 10.6 4.5 4.5 227.8 43.2 83.4 9.6 1.2
1983 .12.9 7.4 12.3 6.1 1.8 254.4 65.2 93.3 :1.6.4'
1986 120[ 706 1403 509 --- 290.5 82.5 106.4 :1.9.3 1.9
1989 1501 8.9 1708 6.2 --- 32701 101.9 120.4 25.5
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.'
fU?PENDIX Tr\BLE 5

• ~

I~ Basic Parameters--- 'RC! fro", ',.", , ...\..1. ,,:; G I vd.p:t,'t'8.-,

Solution

Sv.::snarz of SolutipnS' TJsin5. AJ..terrtati.v~ .T¢Y>$ets ~

~b n .... e..,..,-i .j,o. I"> of'> S I',.+.:! ... .;,
.::::...:..~ P...."" v ,J. ...8 :,;l ... .2.::. o.-l-~'-"t.C;,. ..

·P61.i,cies·; ·~·P8...t'a..'Tlet'$rS

Termird3,1 ~,:9i> ·Gt-owth '.£f.' Income
'Year'Income 'East 'Best .Pakistan

-r--- --- ..-.---
(Per cent)

C-2 E~ual per capita income; regional tr~~sfers

limited to 3% of i:nccme of ~-Jest Pakistan

I' 1 Equal per.H.-~

A-2 EQual per
B-2 Eq,ual per
C-1 Equal :per

l.imi'tea.-

D-

E-l
E-2
F-l
F"':2

capita income!!:.!
.~ .

ca:p~~a lncome
ca.pita income; disparity widens first
capita income; regional transfers
to 3%" of income of OViest· Pakistan

No regional income constraints

Disparity reduced to 5%
Disparity reduced to 5%
Equal per capita gro~~h rates
Equal per capita gr~Nth ra~es

640
695
700

634

678
633 (East)

1208 (,rest)
640 (East)
703 (East)­
640 (East)
740 (East)

505
5,7
509

5,3

506
5.4

" "/'~

6,0
5,5
6,2

4,1
4,,4
4 ".G ".

tLO

4G4
'7 4, '

4,3
1r '7"i',,'!

5,3
5,9

4,8
50-2
5,;4

4 A, "

-.;> oJ.

6,8'-';;£
7

" "/G.l..

5.3
5,4
600

IIG P~ter.natiYe_Parameters

H-l Absorptive C ~. E + U ~ ~ ~,,~ ~~%apac ....:cy as"' .... aJS......S l·g,...... J:..J (1

I-I Absorptive Capacity East Pakistan l6%
I-Ie.. Absorptive Ce.pacity East-' Pa..'kistan 16%

730
89:1
681;

60:L
700
5,6

4 7, ,
4.5
40 4

5G4
6,3
" "./G,.}...

YfJ

T "V-.J..

K-l
I>~l

Ca,:p:l:tal Output Ratio :3" 75·
1'1.arginal l'ate of sayings ~,st

MarginaJ. rate of sB.vi.ngs 'Ji'es't;
Capital output ratio rises by

?a.k:l.8't an
? ?....,·'C.i.at &'1
.,"%..Lv a

l8%
.1.8%

625
620
614

5J~- ~
)0.)

5,3

4-
0
,0

]0·9

3,9

4 '7

4:6
~. 06



'. ~,

APPENDIX TABLE 5 (Cont.)'

~

Solution

I. Basic Parameters

A_1~1
A-2
B-2
C-l
C-2
D-
E-l
E-2
F-l
F-2

Consumption
Discounted

(Rs. Billions)

Foreign Aid
Discounted Undiscounted

(Rs. Billions)

Shadow Price
Regional~et

(Rs. Billions)

II.. Alternative Parameters

H-l 865.49 48.2 98.2
1-1 951.78 72.6 162.2
I-'"la 745.82 61.9 132.4
J-1 768.87 49.6 96.7
K-l 760.29 44.5 86.7
L-l 625.81 42.2 84.0 .

240.53
5001.0

361.72
330.46·
124 .• 16
339.26

.Yf

§:./" Numeral (1) refers to condition 'Where. regional .. trans"fers. are -te:rminated in termina.l
yera.r w~hile numeral (2) indicates an absence 'of this constraint ..

",
'"

>...
';,
't

\-,



APPENDIX 'l'ABI.T' G

Composition of l<egional product.ion

East Pakistan
(Based on equal income per capita solution)

Production gat£-o_LQESc",:,J..tJ1_-_.__.•--
(Billion Rupee:; ) (Per cCliL)

Sector 1965 1974 19S6 196~j-74 1974-86---- --_.__.•_-- .--------._.__ ._-,

1. Agricult.ure 11.41 16.05 30.22 4.1% 5.11
2. Mining 0.08 0.13 0.35 5 .. 5 8.6
3. Food processing 1.16 2.12 a 5.56a 7.0 S. '1
4. Cotton textiles 0.29 0.4P 0.92 a 3.9 6.9
5. J'ute texLile,,; 0.40 0.49 0.65 2.3 2.4
6. Other t.extiles 0.14 0.23 0.49 5 .. 6 6 .. ~)

7. Wood product.s 0.04 0.06 O.lS 4.6 9.5
S. Paper products 0.15 0.26a 0.S7C\ 6.3 10.5
9. Leather produc·ts 0.03 0.04 0.10 3.3 -/ • 9

10. l<ubber products 0.05 O.OSa 0.18<1 5.4 7.0
11. Fertilizer 0.02 0.07 0.27 14.9 11.9
12. Chemicals 0.13 0.24C\ 1.26<1 7.0 1.4 .. B
13. Non,cmetallic miner als 0.16 0.36 0.96 9.4 a.5
14. Metals 0.20 0.38 0.95 7.4 B.O
15. Machinery O.OS 0.20 o 1-:0 10,7 9 ... 3.-' /

16. 1T1ransport eqUipment 0.14 0.26 0.65 7.2 7.9
• 17. Miscellaneous 0.23 0.25 0.30 l.0 1.5

lS. Con<,truct.ion 1.11 2.00 4.55 6.7 7. 1
19. Electricity 0.12 0.25 0.71 S.5 9.1
20. '1'r ans por t. services 1. 22 2.03 4.29 5.8 6. /j

2l. Ot,her services 5.44 7.33 15.05 3.4 6.1---
Gross regional product 22.60 33.24 69.20 4.4% 6.3%

aIncludes non-traditional output for foreign tr<1de



APPENDIX TAJ3I,E 7

Composition of Regional Productiot!:

West Pakistan----------
(Based on equi?l income per capita f501ution)

_prod~£__t---,---t.0n

(Billion Rupees)
1965 1974. J98__0..Sec-tor

1. Agr icu 1turCo'
~. ~linirig

3. 1'ood processing
4. Cotton textiles
5" Jute tl.t:,xtiltH1
6. Other tc'}(tile"l
"I. Wood products
8. paper products
9. Leather productn

10. Rubbor products
11. F'Gl'ti.1izer
12. Ch81nicals
13. Non·--metallic min8ra1D

-----.14. H~,t;:ll,s

15. Hachincr'Y
16. 'J'r'tm:port cquipmont;
17. Hisccl1ancous

118. Construction
19. Electricit.y

.20. Transportation
21. Other services

9.54
0.20
1. 58
1.12

0.18
0.03
0.09
0.11
0.07
0.04
0.43
0,10
0.36
0;32
0.30
0.22
1. 38
0.22
1. 26
7.03

13.36b

0.41
2.84a ,b
2.0[;",:0

0.39
0.0')
0.16
0.20
O. :aa,b
0.11
1.17",b
O. :n
1.06
0.77
0.49
0.49a

2.19
0.54
1. 74
9.13

19.13
0.82
4.90",b
2.990.

0.62
0.09
0.31
0.?7
0.43'I,b
0.29
2.72 a ,b
0.79
2.54/)
2.()2b
O.B')
0.81'"
3.46
1.19
2.65

12.08

Rate of

(Per
].96 5 -=_.7...:2.

4.0%
8.1
7.1
"1.1

8.9
5.B
6.6
6.9

13.0
n.9
12.B
13. <).

12.n
]o. :>
5.6
9.3
5.3

10.4­
3.7
3.1

G~.2~ltl2.

cent)
l~L4~:.E}__~__

3.J%
·5 .. 7
4 .. 4
3.1

4.0
5.0
5 .. 7
2.9
6. ]
f3. I]

7.3
lL 1
"I • (;
a. /1

5.1
4.3
3.9
6~ti

3,,5
2.1

Gross Regional Product 24.58 37.70 59.00 5.0% 3.7%

a Inc 1udes non-tradit_iona1 output for foreign trade

bInc1udes non-traditional ou-tput for regional trade

5f



C011porod.tirn of Rsgi(X1111 Production---,....-_._-_..~~-,..-~ .._..,...........---~ ..._----
East Pzi1<.1.st;;~n

(Based cn equal l-egional gro>lth rate solutioJl)

Sector

Protluctic1"l
(b'; l·l-T-(:::J~:":;;~':;~:;"")

O!-,,~ •.•1. ;s. "" .l.. v.i.~'~'..;;;;; ..')

1~5 ' 1974 1986 1%5-74 1974-fJG

Gross Regional Proo.'uct 22.60

•

1. Agl'ic:ultura

2. Nininq

3.f'ood P~~()tx)::Jsing

4. Cotton t.Q),t:ileI3

5" Jute, tCl:tik,H

(j., OtJ:l~r tCl;tilml

7. Need Prt.'<1ucts

00 Paper p:ccdupts

9. lf~utJ:ler prod\.1~'i:S

10. f,.ubbcr prcdu<::.is

n. l!\~rti1izGt'

12. Cht'micals

13. Non~met:ul1ic

m:i.nerals

14. Met,'Ils

15. Machinery

16. Transport equi.pr.ent

17. Miscellaneous,

18. Construction

19. Electricity

20. Transport services

21. Other services

n.41

0.08

1.16

0.29

0.40

0,14

0.15

0.03

0.05

0.02

0.13

0.16

0.20

o.oe
0.14

0.23 \

'l.ll

0.12

1.22

5.44

16.05

0.13

,2.13'"

0.57':'\

0.51
(),,25

0.05
I)

O.:W

0.0<l
0.07/l

0.07
0.26,1

0.37

0.34

0.19

0,25

0.26

2.03

0.24

2.04

7.35

33.26
\

4,na

1.15'"

0.84

0,65

0.19

0.90a

0.09

0.16/).

0.3'1

1.37{<

1.05

0.90

0.6Q

0.77

0,45

4.87

0.73

4.37

15.34

69.24

5 .. 5

7.1

7.1

:U
6.'1

4.6
7.2
3.3

3.8

.1.4.9

8.0
9,8

6.1

8.7

6.6

1.2

7.0

5.9

3.4

4.4 %

5.3 %

5.8,

4.3
$.3

10.1
10.2

7.0

,(>, 9

12.9

14.B

9.1

B.5

11.S

10.7

4.7

7.5
, 9.7,

6.6

6.3

iLr.,c1ucJDS nm-tracli liCtla1 output' for fomiCjIl trade.



APPENDIX TABLE 9
.' .

Composition of Regional Production. . -._-'------._-_.__._-
WC,!!!:"_'pakistan

(Based on equaL regional gl:owth rat.e ,;olution)

Er.:oquction

(BiLl.ion Rupees)

1965 12.:1.1 l.~

(Per cent)
l'ilj5_·:X~.74 l'il.7.~I-P$.§.

14.
15.
16.
17.
18.
19.
20.
21.

•

1. A'iJr iCt,l'cure
2. Minin~,.

3. Food processing
4. Cotton textiles
5.. "Jute i extil~1s
6. Other text ih~s
"I. Wood product.s
8. Paper products
9. I.CI:I:tl1Clr pt'odu~~t's

10. Rubben' products'
11. 1"l.,rtilizo~'

12. Chemic: als
1.3. NOn-l'1lE,tal1ic

minere,ls
~etah,

Machir,ery
Transrort equip­
Miscellaneous
Construction
.Electricity
'l'ransport.ation
Other services

9.54
0.20
1. 58
1.12

0.18
0.03
0.09
0.11
0.07
0.04
0.43
0.10

0.36
0.32
0.30
0.22
1. 38
0.22
;1..26
7.03

1.5.0Sb

0.41
3.0 l a,b
~. 27 ct,b

0 .. 42
O.OG
0.19
0.22
O.23",b
0.13
1.2Ba,b
0.3D

1.151'1, b
0.89a

0.69
0.55 a

2.913
0.71
2.04

10.03

30. :n
1. 03
'7 0 ,0 b• '-r; Q

4.36"-,b

0.92
0.1.4
0.43
0.47
0.6lb

0.38
3.03U,b
1. OS

2.88<I,b
2.49",b
1.59
1. 33 a
6.8H
1.89
5.01

19.50

8.6
7.4
8.2

9.9
8,0
8.7
9.9

1.4.1
14.0
12.9
16.0

13.7
12. ()
9.7

10.7
8.9

1.3.9
5.5

·6.0
7.9
7.3
5.6

6.8
7.3
7.1
G.5
3.5
9.5
7.4
8.9·

7.9
9.0
7.2
7.6
7.3
[l.5
7.7
5.7

Gross Regional Product.24.58 42.41 91. 34 6.3'){, 6.6'){,

aIncludes non-t.radition·al output for foreign trac1e

blncluc1es non-t.raditional out.put for regional trade


