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A BRIEF DESCRIPTION AND EVALUATION OF PAKISTAN'S
EXPERIENCE IN SMAIL INDUSTRIES DERVELOFMENT,

by
Syed Nisar Ali Shah, PA&AS

BACKGROUNID

After the emergence of pakistan in August, 1947
the country was faced with a multitude of prlitical and
economic problems, as such no serious concideration
could be given to planning and executing a development
programme of small industries. However in 1955 the
Government of Pakistan sct up a Central Small Industrics
Corporation to provide credit facilities to industries
having a capital outlay of not exceeding R8. one lac.
This helped a great deal in reviving the traditional
cottage industries such as sports goods, surgical
instruments, cutlery, etc., which had become stagnant
due to the lack of capital investment and proper
marketing facilities.

It was subsequently felt, that merely providing
credit facilities will not significantly help in pulling
the small industries to a posiciun ol siiatantial income
generating sector, as the proricms €facing ‘hLose
industries warranted a broad based assistancc in:the
field of finance, technical advisory scrvice, and
promotion. Thus in 1960 the devclopment of the small
industries was made thc rcsponsibility of the Provincial
Governments, and the functions of the Central Small
Industries Corporation were bifurcated and East and West
pakistan Small Industries Corporations came into being
as a result of this bifurcation.




In 1262 the West Pakistan Small Industries
Corporation was merged with the West Pakistan Industrial

Development Corporation and various programmes for the
promotion and development of small industries were
initiat~d in which the Est: -e Development programme
figurca wost prominantly. The International Development
Agency under-took to finance this programme which
consisted of two industrial estates at Sialkot and
Gujranwala, a Small Industries Service Institute at
L.akore and two Service Tentres of Sports Goods and Light
Enginecaring, and one Ceramic Institute at Gujrat for
providing technical, advisory and training facilities to
small industries. Apart from this IDA aided programme,
7 industrial estates and a number of handicrafts and
carpet development centres and service centres were also
planned (o cover almost the entire small industries
gector in wWest Pakistan.

After sometime it was realiscd that vest Pakistan
Tndustrial Development Corporation was mainly occupied
in carrying out thc¢ responsibility of cstablishing big
trdustrics in public sector, and that the execution of
the small industrics programme nceded a scparate and
independent authorits for effective implementation.
Thus in 1965 West Pakistan small Industries Corporation
in its present shape and form emerged through the
prerulgatica of West Pakistan Small Industries Corpora-
tior Ordinence 1965,

According to this Ordinance a small industry was
definced as an industrial undertaking having fixed asscts
(Excluding the cost of land) of not exceeding Rs.5' 0,000.
(The Government has recently decided to raise the fixed




investment limit to one million rupees). The Corporation
was assigned® the following major function:-

) on

a)

b)

c)

d)

e)
£)
g)

h)
i)

b))

k)

Render asmistance in the establishmentt and
development of cottage, small and other
industries;

1

Provide limited credit facilities for the
development of industries;

Furnish guarantees to scheduled banks for
the repayment of long terms loans to indu-
strial borrowers:

Preparing and submitting schemes to the
Government for the development of industries
and to give eifect to approved schemes;

Sponsoring industries to be set up in the
small industrics cstates; ' '

Taking over from the Government projects
and training institutions and running thenm;

Promote integration of small industries with
large industrics;

Ceusus and survey of small industries;

Organising trade associations for promoting
and markcting the procdugic of small industrices;

Organising fairs, pavilions ana display of
products;

Estoblishing service centres and common
facilitics centres for specific industrics;
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1) Ectabliching; enall industries cstntec;

o) Ista’ lishing artisans colonics, Cecimning

workshopa, inotitutes for prometion ane d>velopront ;
n) Zutablishing projects in gpecinl cuceo in ths less developed aregs;

o) Frocuring and distributing r v naterials, nachinory znc spare
parts in certain cagcs;

p) Haintaining and running depots for tho supply of
sclocted rav naterials anc for the purchase and cale of
finished goodo;

q) Pronote training of artisanc and onall Industrialiots;

r)  icoiod and guide the grading end stundardization of
products of snall industr.os;

and

s) Joactioning, balancing, toderniging, eic., of industrios. |

To achieve the objoctivos oo laid dowm in the . |
Ordinance this Cormoration wundertook tho following |
progrommes for tho dovolopment and promotion of small
industrios and handiercfts in ‘est Patistan :-

1) Sstate lovelopment Programo,

This procra~me rins nt previding financicl
asgiatance for tho ostnblishaont of now
industrics at thc Jmall Incustrics Zstztos
located in different parts of loet rakistan,
These estatos crontod infragtructure and
offered tcchnical facilitics to prospective
emall (nduetri-lists thus creating suitablo
climate for gainful invooteent on scientific




ii)

111)

iv}

|

linca. This iR die by arfording facilitics
such as land, water, sewerage, rouds,
communication channcls, clectricity and othor
amenitics at the estates and ‘nstitutionalisod

tochnical aesistance through service centros.

Crudit & Devclopnent,

Tor the prospective industricliets and
established fnduatrics financizl assistence

in the fornm of local and foreign crodit is
provided for tic cstoblishmeont of now industries
as well cs for the balapcing nodernization and
roplacercat of oxinting ones. |

Instituticnalized Lccigtance ngrnmo, ,

Tho programme aims at providing training,

Gaigningy reconrch and technienl advisory

services to tho small ‘industrialista and
handiercfts through a not work of sorvice contros
and handicrafie development centros ostablished
throughout ‘/cct Paiiistans The objective is to
train monpover engiged in small industricos and
handicrafto for aghioving battor officioncy levol
for incronuiag productivity. The techaical .ané
managenonc advisory servico is rendored for tho
solution of o woifie provic.s.

.00 Poocuetiovn Tnciliticd.

Omnll Induatrice by definition do not have recourse
tc sufficiont capital resourcvs for inutalling
nodern and oxpensive machinery. In such cnses
®odern mnchincrios are instnllod in the service
ccatros and the cunll industri-lists are proviced




v)

vi)

with facilitios to molke usc of thcoe machines on
job charge basis. Tho major arens of assistance
in t.is regard cre tool dcsigning, diesinking and
engraving, electro-plating, hoat treatucat tosting
anc grinding of hord ceranic matcrials, sports
goodo; wood scasoning cte.

htgg_slon JService Programme.

This programmc has buun cwoigned to assict soall
{avestors in the scloction of forsible industrios for ia-
vestment by providing oconomic and tochnical data,
assistance in tho preparation of projoct

reporta and information on manctioning And legal

procedures, govornment policies otc. Smull fndustriocs
Lévisory Cervice located at Lnhore and its two
oxtomsion colls at Foshawnr in the morth and Suldsur

in the south have boon cstablishod for this purposc.
“his cervice is also provided to some extent by

fiold offices where oxtonsion cell do not oxist at
otror ploces in lost Pakiston.

l'ﬁkoug Promotion Service.

dandicrafts shops have b:on established in alaocst

all tho major citiec of est Pazistan ns well as at
placcs of himtorical antorvet which sull handicrafts
items of various varitico and dosigne after purchasing
from the handicrafts workers and othor estoblish-
ments doalin: in this trade. These shops provide

an oxcollent outlet for tho sale of handicrafts thus
ensuring o definite marketing channel to the




1)

14)
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handicroft workoers,

WIS OF [V.1L.TLS RI0UTCE5, TIiIi UTILIZLTION

A@EOUTCos,

Cincc the ectatliohnont of this Cornoration
throuch June 30, 19070, tho following funcs were
receivod,

a)  18.43.8 million for t%c completion of
on=going projacts nc well na for the
implerontation and uxecution of nuw
projocts

b) Cnsh foreimm exc an;o anocunting to [9.8.8
sillion for thv mocornization of induotries
located at Jirliknt and ectablishmost of
induotrios inoice and outoide the ostatos

¢)  ID. erodit Pak-30 of § 6.5 million for the
Industrinl Zot:toe froject. To accelorate
thoe peco of utilisation a part of this
credit amounting to 0.6 million was
convorted iato cash foreipn oxchangoj

4) Linos of ervdit availible with Incustrial
dovelopment "ank of Pakisten (alloeation
for omnll industrics in onch crodit is mot
spocifiod);

©)  Tho resourcos of the Cormwrei~l Danks for
granting loans in lrea! currency.

Utilieation

‘a) f0.86.91 uillion wer: oncat on the publie
Buctor projucts Curing the period 196570,




111)

b)

¢)

[8.8.,3 million ac cash forcign cxchonge wero
diotributed to 175 unite for the modernization

of incustricc loeated at Ciclot and olsowhore and
for th> act-Llishment of nev incduotrics imoide

and cutcice the eotates;

1C.. credit for ; 6.5 million was completely
utilized for dovcloping industri:s at tie

ciclkot anc Gujrcnwala Zatatos.

lealcovonenta.

a)

)

e)

d)

e)

1)

g)

Complotod civil works on all thc 9 ouall
industrico cstates loeatod at Feghawer,
Gujrat, —iallot, Gujranwala, Bahcwalpur,
Larkane, OSuldwr, Juetta, ind Lahore;

38 now projects were planncd out of which
23 have boen complctoC in the third plan period.

Distributed loans amounting tuv Ro.850.71 aillion
to 592 units insido anc outside tho estatos,
out of vwhich ii6.43.,40 million wag the foreirm
oxchange comiponent §

Loans thuc distributod pgencrated further
invostnent of [8.: .26 million by the private
soctor, out of vhich U.6.32 nillion was the

for:ign cxesnre compononts

Bistrituted crort torm loans amounting to 0».4.16
million to 353 unitso;

Invootmcnt thun mede e ated jobs opiortunitios
for 7385 purcons;

Procuced 754 shkilled crafteunn and tochniciano
in public soctcr ingtitutionos




h) Produccd goods &nc handicrofts of the valuo of
Re.i.40 @million in ite handicr~fts inastitutions

ané other projects;

i) Sold goods and scorvices procuced by ite various

: projects to carn a ;roos revenue of R5.8.56 million;

3) Sold handicraftes of the value of 8.9.43 million

through itc haadicrnfts shopo;

k) eveloped 1801 hundicrafts cesipgns and 1566
proto~types for cictribution amon; the craftsmen;

1) Provicud 3234 tecmical advisory gervices to the
private secter throu(_,h its various scorvice
institutions;

n) Completod houso to houso consus of omall
manufacturing cotoblichments listing 50,000
unito;

n) Printed and publishod 12 dircctorios of ocinll
inductries and stotistical books;

o) The Smnll Incustrios ..dvisory Sorvice at Lohoro
prepared 133 cconomic ané tochnical roports and
invootment briofs, brought out 49 publications
and prepared 218 nrchitectural dosigns, sketchos
anc plans for private onl public occtorg

p) Importec aac dictributod importod raw materials
of the valuo of iw.ll.47 million anong the
handicraoftamen nn¢ induatrialistos

q)  Sponsorcd 171 projocts to tho Liccnsing Board
out of wvhich 170 wore admittod for diroct
liconsing,




- 10 =

GOV INT POLIZI S & PeC LU0,

The Contr—l sovernt ont isoucs cuidelines in the
shape of Incustricl Investocat Seiccule f.or dktomining
the policics to be adipted for the dovelopmont of
incustrics on¢ also scts forth sinancial targots and
prioritios to be achieved curing a five yoar plan period.
ho import linbilitics to be created for conch industry
on the iuport of rw aaterinlo ic nlso fixed. Small
Incustrial Jector is coverad undor thie policy docunvmt.
™o fundancntsl criteria »f th: prisrity to be given to
incdustrion are

Belinge of peymonts impact of nev fndustrial
ustavlislmerto,

l'orc emphosis on oxport orfentztion than om
import saviag,

Jottor utiliuation of axicting capncity, amd
recuction of intor-rogiomeal disparity.

Honce tho cxocuting and financial agencics have to move
within tic fromo work of (-ie policy.

™is Corporntion has boom aace to cmtur into an
agreciacnt with the Incustrial Jovelopment zank of
Pakistan for thoe disburcooent of rll forei n creditoc as
woll as lon; torm crodits in loeal currency. .o such
this Corpor-tion hag to depond almust entirely on the
Industrial Jevolopmont Dank of Pakistan for the
utilizntion of privete coctor financizl aliucations as
laié down by the Govermment.




SV.LU. TTON

1) *anncicl | ~sistonce,

'..;lwrens tids Co=~wrotion oo e cimificant
contribution towirdy fulfilling its objoctive

for ti.c promction of ou:ll’ industricc ag
incicnted rhove, yot veauge of certiin
goverrnent ncliciog e inadecuote flow of
cerecity, perticularly f.reirn erocdits, L5 rote
of investnent in arivate soctor woan rat:or
aluggish. Suring th: 3rd Mive Your <lan an
alloeation of "£,250,36 millions waa mr_ o for
invectanent in private cector in the couprohenai ve
incustrial sc cculg, Tus was 2, 9% of the total
allocation of incustricl scctor, The mchedule
was rolecood in 1961 after about oo year of the
launching the 3rc Plan, s allocation was later on re-
viced to .s.20.16 million. Trom .pril, 1966

to .pril, 1363 s 50404 Millione vore utiiimd
vhich wns 26.8% of the revisoee clloention, ‘fhom
in 1968 tho Comprohonsive Invooticnt schocule
m‘l‘é;\ldc.'-d by priority List of Inducf.riuo the
allocation f-r o1l incuctrios wae reducoed to
0,67 millicn,  Out of thig allocation by Juno,
1970 thip corparation asoisted in the utilication
of ovor 0.20 millicn vileh vao 22% of the provigion,

3) Swunry of obttaclos tc dovelopuont of smnll
industries,

“he folloving foetora havo cauaee to rostrict
the growth of aanl] industrices,




a)

Thoe publication of comprohensive inveataont
schedule wng delayec for about & yoar and oo

imported raw materials accorcing to which no
iacustry ucing more thnn 20X raw materials

¢lecouraced invostnont in more tann 50% of

The lull continucd furthor as the govermment
delayed the announcomont oi tho priority List
of Industrice. Ubon it wos finally publishod
out of 200 industrios only, 67 wore provided
allocaticno and th: romaining 133 were exclucod
altogotier inclucing most of attractive ones. ‘

allocaticns were not mnde for attractive industries

- 12 -
Investment Schocule nllocationg
and proccdurcl handicops.
1)
such invuotmont nlldeations could not be
utilized at a faster rato.

11) The govornnent imposed an ombargo on the
devolopmont of industries mainly based om
could bo establishod. This rostriction
various groups of industrica.

141)
Of thoso included in the list, sufficient
and in most of unattractive induotries mo
invoctanont could bo made,

iv)

“hile detomini ¢ coilinge for imrort liability,
somo of the ettractive manll industrios wore not
provided with adequate allocations for the import
of raw matorials as were allowed to large/modium
poctor. The oxamples of Light ‘IZnginoering,
Printing, Plaotic Incustrios otcs, are quoted in
this rognrd.




v)

vi)

vii)
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.8 scope of investment in small scetor was
concidorably rcluced vith the announccuent of
priority List of Incustrios, it wae oxpected that
the government would allow drawing upon the
allocntions of larre/meciun sector as was provided
previously. DBut this : cility wns also ¢ nicd
during the firot ycar of operation of Pui. Lutor
on wixn it waa allowved in 1€68, alloeations in
attractive industrios like snecialisod textilos in
large/modium scctor verc already exhauoted.

Mo floxibility was proviced to divert the allocations

from wnattractive industriss tc attractive
industrica. This raesulted in unutflized
allocctions in unattractive industries and
sufficiont flov of investocent could not be
divorted towards attractivo industrics. This is
one of tho most important factors which adversely
affocted the poerformanc: of privaty soctors

Various textile inductries whothor based om loeal

rav materials ané having oxport potemtial or

basod on inported raw matorials have been grouped
togethor undor 'Specialiscd Toxtiles'. This has
rosultod in lop-sided development of theso

industrics Locause zllocations have not beon mnde

for individual industr:i o but for 'Spocia ised
Toxtiles' as a group. It sa happenod that one or

two industrics utilized the major chunk of

investmont allocations anc very littlo or nothing

was left for other attractive textile industrios such as
towels, handkerchicf, tapcotry cloth, plush cloth and
synthotic toxtile cte. For this recason allacations in
'Opecialised Toxtilos' were oxhausted in tho firot fow
wonths of the operation of se'.acdule.




viii)

ix)

)

Interprotation of the schcdule ond debiting of
fnvostmunt allocaticns to external and intoernmal
resources in thc ochodule was the prerogative of Induse
trial Zeveloment Tonk of Fakistan: [ocause of
difforence of opinion resnrding tha scaedule
interprotation and debiting betweon (POIC and the
Industrial “ovelopment ank of Paldstan

fin:.1isation of projocts was delcyod.

Industrial Jovclopmont Tank of Prizistan and
Contral Govornmont ;avo sanctions to industrice
covoroG by Small Joctor, utilizing provisions ims
attractivo incusirios,

:'ongm trocdo & .ke':..mv Controla,

1) Poroisn trade policy and foroipm exchange
rogularisations have a stromg beariag om the
developmont of omcll industrics. Lecause of the
scarcity of foroicn oxchange the Central Govermment
appliod rigid import ané foreipn exchonge regulari-
sation, Jor examplo the import of capital goods
as well ao rav materials for use in smnll
induotries nro subjoet to very hipgh tarrif duties.
Thoe custom duties for capital goods is as high as
80% of the CI&F valuc. Bofcro the establistmont
of tho lettor of crodit the prospeative indwotrialist
has to surrencder a cash mergin of 33K of tho valwe
of immortod machinaory. This rcsults on the one
hand in . hhavy strain on tho meagre resources
of omnll fndustri~lici and on t'o othor makes the
total cost of estrblichiont of amall industry very
Mgh, is i custom cutios on rav matorlals are
also fairly high, it boconvs difficult for a small
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induotrinlist to compote in the intornational
market and aloo in the dooestic morkot.

u') «t procont rclate on cuctom C.ty is nllowed aftor
machinery is clerred. In most croos the robete
ronning uncleined becausc tho partics connoctod
with tho transection arc unablo to claim tho rebate
for various roasons.

¢) Pioenl policy
“ax holidays which ronge from 2 to 8 yearo are
allowed to tiz in‘uctrive ostsblishmont in under
doveloped regionc, “ut cinco ontrepremcurs ﬁrcfer
‘to ostatlich incuctrice in devalnped arcas this
facility 18 aloo not made uge of proporiy.
loreovor thio facility is available only to
incorporato bodioc whoreas the small industry is
noftally eithwr a ecle proprietorship or a
partacrship comeern. /lso no spocial fiseal
incentivo 12 proviced to induotries established
in tho catates. o

] Do nd
&

Tho arcas in which thy anccial attention is needed
ares-

1) Provision of cioquaty foroigm curremcy
erccito spocifigally for anell incustrive.
«doption of specinl mcasurco to stimulate
iavoatrent in leos daveloped arocas.

«ationalisation of ficexl and momotary
policios with spocinl roforonco to the
probloms »f small industrios dovolopnent in
losc devaolopud arens.

»
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iv) Strengthening and civersifying the programme
of acvisury service to cover cntire Jest
Peliietan,  Foreign cesistance in thic ficld

could bo of great help,

v) i. programme of sub contracting both in the
field of internctionzl anc local sub contracting
may be designods [oroipgn acsistonco in this
ficld con be usoful,

Oon

.80 far our achiovoucnt in promotion of sunll scale
industrivas hag affectod only small fraction of our population
lving in toms nnc citios, Like the other developing
countries of .pin, Pakiastan "wos prinerily an agrarian
economy where majority of pecple still live in the rural
areas. TMarwore remein icdle over four months in a yoar.
Bosides, therc is a problom of 'disguiscd unemployment' in
agriculture scctor where the family menbers deponc for uv.;lihood
on ome bread-vimncr. The extoncion of davelopmont prograwme
of ccttage incustries nn¢ promotion of tracitioncl ernfts
in those arcas wiil help a great deal in provlding not only
employment to ti:c poople im rural arcrs buv zlso
supplement the income of the farners,

In the Tourth Five Yoar Plaa the invoctoent target
for small incustriog prorctional progran ¢ is fixed at 288
million rupees tc be ac iovec in next five yoars, Our
primary objcetive will bo to adapt srall incdustri.g to
changing technological, cconomie and socizl conditions and
to prusorve anc pronote traditional art zand craft. The sain
disadvont..ze of the traditicnal artisain or handieraft
oporator is his inability to conpete with mocdorn inductry,
The market of the artiosn is oxtre. 'ely limited an¢ covors only

the vicinity o/ hiu home, In moot of ti.c /sian countries
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traditionnl crafts are dieing out fur these reascns. One
hag therefore to cecice whnt er~ft can make an affective
contribution to the developing cconomy o thot Government
could help in promotion of this craft. The traditional
crafts in Prkistan which nced Governnent patronage for
promotion include the textiles, woog work, motel work

and pottery. In order to jwnrove thoir quality and help
marketing these products the Government should take active
oteps to nocsoiot thom in technique and finance cvontually

to re~orientate the craftsman to onter inte industries and
other modern activitios,

The amall Industrice Corporations in Pakistan acve drawn
the plans to 3ot up not-work of encll industrics sorvice
centres all over the country supnlemcnted by extcncion
sorvices including mobile unitn civing techaical advico.
3imilarly a not-work of morketing gervice centres will be set
ups Tho programme nloo visualiscs thet ocub contracting which
tmplios that come large ecnle induotrios will buy aystomati~
cally from smaller unito, will e fostored,

In ordor to improve crecit scrvices a Conncrtium of
Bonks will be sct up in “ost Pokiatan which will disburse
loans for modornisatinn and oxtension and credit for purchaso
of rav m~toriczl and marketing. OJuch a Consortium of

commercial bnks is alrondy workin: successfully in laot
Pakiotan since 1966,

The rogionnl cnoporation in the .iCD Countiros for
dovelopment of those servicos and facilitios will be
mutually bonoficinrl. o can pocl our cxperience, organise anc
manace tochniccl services in the institutional crrenpenent,  The
meuber countrics can also provide tochnical inforantion for

oxtension and training contreas anc other rescarch development
and service institutions,

ses000b0000000000
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