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1. IN TR O D U C TIO N

Though basically agriculture oriented, increasing effortsare made to develop the country's 
industria l production. The Government of Pakistan (GOP) is  aware of the fact that after the 
strong promotion of large manufacturing plants, predominantly in the public sector, the 
time has come to dedicate more attention to small scale industries in the private sector.
Compered to other developing countries, Pakistan is  in the fortunate position of possessing already ' 
the principal framework for promotion of sm all-scale industry (S S I) . The purpose of th is re
port therefore is  to:

-  analyse relevant macro- and micro-economic aspects of five sm all-scale manufacturing 
sub-sectors, i .e .

. Te x t ile  Industry (power looms, hosiery, garments, towels, canvas)

. Leather and Leather Gocds Indbstry (tanner'es, footwear, leather products)

. Light Engineering Industry (agricultural implements, diesel engines, pumps, 
electric motors)

. Surgical Instruments and Cuttlery Industry 

. Sports Goods Industry

-  analyse main characteristics of G O P's SS I policy (incentives and institu tiona l frame
work)

-  recommend conceptual, instrumental, and organizational devices for structural and 
regional improvements of the actual S S I po licy, focussing the five sub-sectors

-  recommend specific functional and operational measures to be taken in each sub
sector

-  develop sub-sector specific investment and performance profiles to serve as basic 
guidelines to commercial banks in project appraisals.

GOP is  actually negotiating an ID A -c red it to finance SS I development. In order to 
obtain more re liab le data on the subject, a f irs t  phase of an U N ID O  sub-sector study was 
carried out by IACP and the Provincial Small Industries Corporation (SIC) in 1978 and 
1979. Data on a total of 1958SS I units a ll over the country were used for the p rinc i
pally quantitative sub-sector analysis. In the second phase, an inte rd isc ip linary team of 
foreign and Pakistani experts, concentrated on some 25ounits distributed a ll over the four 
provinces (Figure 1 .1) belonging to the five sub-sectors in question. A na lysis and recommen
dations acquired thus more qualitative character.

The work performed in the phase I study proved to be useful for framework and approach 
for the execution of the phase II study. A ll computer r in f outs of the phase one study 
ha ve been carefully scrutinized and as far as possible, i i  corpora ted into the analyses. It 
helped the exper*s to countercheck the data obtained.
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Both reports, however, are only of representative value on a sample basis. They cannot stand 
for a complete survey that ought s t i l l  to be carried out. So far especially macro-economic 
deductions re ly  heavily on inprecise estimates originating partly from contradictory sources.
The lack of reliable and comprehensive data is  aggravated by a rathe, un-coordinated and 
inhomogeneous SS I policy. The Federal Government, Provincial SIC, S S I lending institutions, 
employers associations and trade unions a ll operate rather isolated and there is  no global con
cept for a continuous development of the S S I sector. However, a ll parties involved agree on the 
necessity of pursuing SS I policy at national level and of identifying clear cut responsib ilities, 
both for the development bodies (SIC) and for the lending in stitu tio ns.



2 . M ETHO D IC A L APPROACH

During the period of September 1st to October 15th of 198o an interd isc ip linary teem of 
eight international experts and lo  Pakistani senior officers visited about 25o industrial 
units belonging to the five  target sub-sectors. In order to find out about general SSI p o li
cy, incentives and institutional framework, over f if ty  meetings were held with represen
tatives of the Federal Government, provincial governments, relevant public institutions 
(SIC s, P ITA C , etc .), commercial and development banks, employers and worker's repre
sentatives. The team took advantage of the experience accumulated by the staff of interna
tional organizations in  the country. A presentation of prelim inary findings to GOP o ff i
c ia ls and U N D P /U N ID O  representatives was organized in Islamabad on September 27th 
of 198o. The draft fina l report was completed at the end of January 1981.

The foreign experts' time spent in Pakistan was entire ly devoted to fie ld  work and problem 
discussions with competent offic ia ls and counterparts. W hile  the macro-economic aspects 
of the suL-sectors, incentives and institutional framework ware dealt with by the econo
m ist, the sub-sector experts concentrated on a problem analysis of their specific f ie ld . 
Industria lists in a ll provinces were interviewed with the exception of the leather and 
surgical instrument sectors, whose experts did not v is it  Baluchistan. Complete frankness 
and readiness to assist was experienced with a ll offic ia l personnel and most of the entre
preneurs interviewed. The carefully selected counterparts proved to be highly competen. 
and motivated.

The second phase of the SS I sub-sector study is  expected to bring about a clear picture 
of the problems and potentials of the five sub-sectors in general, and of the individual 
manufacturing units in  particular. The fact that not only five individual sub-sectors but 
a total of about twenty specific product groups in four different provinces had to be ana
lysed made it  d ifficu lt to identify a typical sub-sector company p ro file . Due to the com
p lexity  of the subject i t  was not possible to verify in a methodically satisfactory way the 
results of the more extensive f irs t  phase of the U N ID O  project. In the light of their expe
rience with the companies interviewed the experts think that general findings and speci
fic quantitative data of 3,ooo interviews of the f irs t  phase can be u tilize d . In this context 
It  should be born in mind that in order to receive only approximately correct information 
many firms had to t>e v isited several times during the second phase fie ld  work. Even very 
qualified experts (three with more than 25 years of experience in the f ie ld , three with 
substantial knowledge on their particular sub-sector in Pakistan) had to spend an average 
of three hours with each firm . As the f irs t  phase was carried out mainly by young graduates 
net a ll information contained in the report may stand critica l statistical and sc ientific  
analysis. Th is , however, is  not a serious drawback, as it  is  more important to identify 
the general development trends and the current shortcomings in SSI operations.

W hile  the gathering of information in the various sub-sectors was hampered by lacking readi
ness or simple incapacity on behalf of the entrepreneurs to reveal relevant technical, 
economic and financial data, research work in the macro-economic fie ld was characte
rized by almost complete absence of updated structural, sectoral and regional statistics on 
the industries in question. Therefore, no attempt was made to detect or elaborate such 
figures; instead available, even strongly differing or contradictory data were used for the



identification and analysis of important trends and proportions. SSI has been viewed in the 
light of its relative importance towards global economic re a lity , so as to establish a basis 
for the elaboration of a comprehensive systems' approach v is -à -v is  small industry develop
ment policy. Though details have been researched carefu lly, they should not be given too 
much importance. It  has been the intention of the team to reveal the basic characteristics 
of S S I, to work out its  principle problems and prospects and to focus on qualitative recom
mendations for each sub-sector. W hile  the f irs t  volume contains besides macro-economi
cally relevant data, an evaluation of the actual SSI development policy and a summary of 
the sub-sector recommendations, the individual volumes for each of the five sub-sectors 
comment on the results of the interviews held, analyse common sub-sector problems, 
elaborate detailed recommendations for improving sectoral and micro-economic perfor
mances, and identify standardized company profiles.

As there is already a number of studies, surveys and reports on the subject available, the 
present survey w ill not enumerate the work carried out by small industries corporations, 
the Government's Statistica l and Economic D iv is io ns, international organizations and 
local or foreign experts. It w il l rather concentrate on evaluating,completing and integra
ting the data of different sources in order to identify SS I basic problem areas in general 
and the sub-sectors' prospectives in particular. Emphasis is  put on working out general 
trends though without giving too much importance to the mostly incorrect and/or 
incomplete statistics.
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3 . G EN ERA L EC O N O M IC  D EV ELO PM EN T PROSPECTS
SU B -SEC TO R -R ELEV A N T S TA T IS T IC S  A N D  M A C RO -EC O N O M IC  DATA

3.1 General Considerations

Before entering into a description and analysis of sub-sector relevant features the main 
characteristics of Pakistan's economy should be identified. They w il l be the basis for 
later sub-sector oriented policy recommendations.

O ut of the vast number of factors influencing overall socio-economic development, such as 
ethnic, c lim atic, h isto ric , p o litic a l, socia l, economic, technological, and exogenous im
pacts only the most important ones w ill be taken into consideration and the ir promoting or 
retarding effects on the present and future development of Pakistan's economy be evaluated.

3 .1 .1  Agricultura l Potential

Pakistan is  in the favourable position of being able to feed its population with only l it t le  
changes in its prevailing agricultural production pattern. Furthermore, irrigation network 
extension, intensive fe rt iliza t io n , improved mechanization and f in a lly  the increase of pro
ductiv ity oriented extension services w ill enable the sector to boost its  already significant 
contribution to exports. Agricultura l production represented 2 9 .o %  of 1978/79 G N P and 
contributed with Rs 6 ,6 4 6 .6  m illio n  or 3 7 .8  %  to Pakistan's exports in 1979/8o. When 
including agriculture based semi-manufactured products, such as leather and cotton yam, 
the sectors' share in exports accounted for even 5 2 .6  % .  Thus agriculture can be regarded 
as the economy's main base. As long as its  production can Lo enlarged by means of new 
plantation areas and more intensive production methods, the alimentation of the population 
w il l not represent a major problem.

3 .1 .2  M ineral Resources and Energy Situation

Compared to the country's s ize  discovered and explored mineral resources are rather 
modest. W ith  a share of 1 %  to G N P the mineral production cannot be expected to make 
a significant contribution to economic development. Even for Pakistan Steel M il ls  (PASMIC) 
major inputs, such as iron ore, manganese and coking coal have to be imported. *

Inspite of proper reserves of natural gas and coal, the necessity for import m ainly of petro
leum, impairs severely the country's economic development. Pakistan's 198cr o il b il l is 
forecasted to exceed US $ 1 .2  b illio n * this sum corresponds to 24 %  of the country's total 
imports or 5o %  of its  exports. As no significant changes in  the structure of energy consump
tion can be expected in the near future, o il imports w il l  continue to strangle economic 
expansion and to negatively influence Pakistan's bolance of payments.
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3 .1 .3  Population Growth and Settlement Pattern

W ith  an annual growth rate of 3 .0  %  during the last four years, Pakistan belongs to the 
countries of fastest population growth. Although for the time being the growing labour 
force is s t iI * absorbed by the agricultural development potential and the continuous de
mand for Pakistani workers in the G u lf region and in European countries, the young popu
lation are bound to demand increased diverting public funds from productive to social in 
vestments, there w ill only be long term effects on economic development. A lso , the 
accelerated population growth rate changes the population's age structure reducing the 
share of the economically active population. On the other hand, the strongly agriculture, 
or ientated activ ities and foreign job opportunities mitigate the subsequent negative effects 
on per capita incomes and personal income distribution.

Another a lleviating factor to the problem is  Pakistan's settlement pattern. According to 
the 1972 census, out of 65 m illio n  Pakistanis, 75 %  lived in rural areas. Besides positive 
socio-politica l effects of this settlement structure, the high percentage of rural popula
tion softens unemployment effects.

3 .1 .4  Employment Situation

O ut of a population of an estimated 8 1 .5  m illio n  in 198o, about 23 .7  m illio n  or 29.1 %  
are considered as labour force. Compared with the respective world rate of 4 2 .o %  
Pakistan's ratio reflects the country's young age structure and its modest share of female 
employment. Open unemployment is  registered at only 2 % .  However, hidden unem
ployment, mainly in rural areas reaches considerably higher volumes. Even though, with 
the 1 .5  m illio n  workers liv ing  temporarily abroad, some rural areas as well as selected 
manufacturing sub-sectors are facing labour shortages. Th is applies predominantly to 
sk ille d  workers. For the coming years, roughly 7oo,ooo new jobs have to be created for 
school leavers seeking employment. To demonstrate the order of magnitude, th is yearly 
increase of Pakistan's labour force represents 2o %  of the actual industrial employment. 
Another important feature of the employment pattern is the high share of almost 5o %  
self-employed and roughly 3o %  of family helpers. Though this phenomenon qualifies as 
a desirable prerequisite under social and political aspects, i t  might bear negative impacts 
on the necessary improvements in industrial productivity.

3 .1 .5  Professional S k i l l  and Entrepreneurial Talent

According to the findings of the sector experts, Pakistan's labour shows a re lative ly low 
degree of professional training buta surprising ly high level of natural technical talent. 
Devotion and physical a b ility  to work hard have led to the international reputation of 
Pakistan's labour force. The continuous emigration of qualified workers to better paid 
overseas jobs, however, resulted in a serious labour shortage, especially in a number of 
manufacturing sub-sectors. Insufficient ava ila b ility  of training fa c ilit ie s for vocational 
and upgrading activ ities represents a serious bottleneck, especially in industries with labour 
intensive production methods.
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Even more obvious is  the lack of a sufficient number of adequately experienced and trained 
entrepreneurs. In comparison to other countries of a s im ila r development stage, the quantity 
of independent production un iis in relation to population and industrial output becomes 
alarming. Sales per unit and per employee are low and application of industria l production 
methods is  insuffic ient, mainly due to lacking know-how on the part of the entrepreneur 
and to a restricted investment potential of the smaller units. When granting subsidies and 
location in industrial estates public industrial policy does not suffic iently  take into 
account the p rio rity  of management qualification over the ava ila b ility  of equity. Most 
manufacturers' agricultural or commercial background makes them consider industrial 
activ ities in a too speculative manner. The great number of manufacturing units and the in 
herent strong competition hamper rather than encourage industrial development.

3 .1 .6  Product and Production Technology

Th is factor is closely related to the observed technical s k i l l  and to the industrial structure. 
The degree of technical and qualitative sophistication of most of the industria l products 
appear to meet domestic demand. However, in  view of the desired extension of potential 
for exports, the quality of a great number of products has to be improved considerably. in 
order to stand competition with other low labour cost countries.

Great emphasis w ill have to be placed on modernizing production methods. Even in typ ically 
labour intensive manufacturing processes, material handling techniques, storage systems 
and measures to m inimize raw material consumption have to be improved.A more intensive 
u tiliza tio n  of idle industrial capacities and the simultaneous improvement of the compara
tive ly  simple production methods premise to raise the sub-sectors' output without major 
capital investments.

3 .1 .7  Balance of Payments Situation

Pakistan's balance of payments is faced with continuous problems. Though growing exports 
(11 %  increase in 1978/79 and 2o %  increase In 1979/8o) and overseas remittances 
(1976/77: US $ 57 7 .7  m illio n , 1978/79: US S 1 ,3 9 7 .7  m illio n) boosted foreign earnings 
by 8o %  between 197^/77 and 1978/79, growing expenses for imported goods overcompen
sated this favourable trend. However, when putting the amount of v ita lly  needed imports 
into relation to Pakistan's G N P, and when bearing in mind the country's comparatively 
non-alarming per-capita debt-ratio, the country's balance of payments appears to be 
rather a financial than an economic problem. Under these circumstances the current 
account deficit should not prove to be an obstacle.towards economic development.

3 .1 .8  Financial Resources for Investment

Due to ample agricultural activ ities, prospering commerce, increasing foreign exchange 
inflows from overseas remittances and fin a lly  due to considerable earnings gained in 
Pakistan's f irs t  industrial take-off period during the f ift ie s and s ix t ie s , considerable funds
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can be made available for investments in the private sector. However, confidence and a 
favourable business climate are indispensable prerequisites for activating this capital. There 
are not yet suffic iently  sophisticated channels for passive investment capital to be directed 
to enterprises in need of outside funds. Inflation is  actually pushing savings rather into real 
estate investments in  urban agglomerations.

3 .1 .9  Recent Development H istory

Pakistan's economic development of the last three decades has been affected by two wars, 
the separation of former East Pakistan, and the policy pursued with respect to labour and 
nationalization in  the early seventies. A fter a strong industrial take-off period between 
195o and 197o, growth indicators slowed down when attempts were made to implement 
w ithin a rather short lapse of time a more social oriented development policy. During the 
last years, efforts have been made to denationalize industrial a ctiv itie s, but even so public secto 
investments are s t i l l  accelerating the development of Pakistan's basic industry (heavy in 
vestment goods).

Po litica l and social influences account for the fact that, compared to Pakistan's growth po
tentia l, G N P and per-capita income could have increased more significantly during the 
last three decades. G N P at constant factor cost of 1959/6o has risen from Rs 12 .4  b illio n  
in 1949/5o to Rs 5 3 .2  b illio n  in 1979/8o. During the same period per-capita income at 
constant factor cost improved from Rs 351 to Rs 663 per year.

3 . 1 . 10 Pakistan's Increasing International Importance

When evaluating the country's development potential, exogenous factors cannot be neglected. 
Pakistan's role as spear-head of the Islamic movement as well as its particular geo-strategic 
location have recently drawn more attention to its political and economic re a lity . On the 
whole, Pakistan can expect more international understanding in particular with respect to 
its balance of payments problems but also in regard of international aid efforts for specific 
agricultural and Industrial development programmes.

3 .1 .1 1  Conclusions

When analysing these factors, and comparing them to the relevant data of a great number of 
other developing countries, Pakistan's economic potential is in fact promising. Its  suffic ient 
ava ila b ility  of agricultural resources and basically talented labour force may be expected 
to overcompensate lacking energy resources and balance of payments deficits in the long 
run. By upgrading product design a b ility  and production technologies as well as entre
preneurial a b ilit ie s and by m obilizing offic ia l private funds and channeling them into 
manufacturing activ ities Pakistan's economy w ill be promoted without heavy new invest
ments. The Government's development policy should, therefore, be directed towards the 
creatior of a favourable investment climate, accompanied by the promotion of professional 
and entrepreneurial tra ining, and with a view to increase productivity by restructuring the



country's industrial pattern. Compared with the expenditures to build up basic industry 
units ¡ike PASMIC, this w ill be a way of activating major production potentials by 
means comparatively modest funds.

3 .2  Economic Policy of the Federal Government (Characterization of the Economic 
System)

Pakistan is s t i l l  in a phase of remodelling its  economic system. Planning activ itie s are 
guided by the following fundamental objectives:

-  reinforcement of the country's agricultural base 

de-nationalization of production activ ities

-  emphasis on regional and social balance in  the ongoing development process.

However, the analysis of the :ong term trends in Pakistan's G N P at factor cost (figure 3 .1) 
shows that common business cycle stimulators like  foreign trade, government spending, and 
credit policy do not have a decisive impact on the economy's growth. Due to its  mainly 
agriculture orientated set-up, even an unfavourable industrial investment climate would 
not have an alarming influence on the country's economy. Th is  is confirmed by the eco
nomic figures of the early seventies. So far, G N P has been depending on population 
growth, weather determined agricultural output and on the re lative ly stable activ ities 
of the service sector.

Even if  the manufacturing sector were to receive more public promotion its  contribution 
to G NP (14 % ), to exports (59 % ), to import substitutions (52 % ), and to employment 
(13 %) would not be immediately reflected in the economic structure. Ye t, a ll industrial 
sub-sectors which produce agriculture related items w ill have a m u ltip lie r effect on crop 
and livestock production and contribute ind irectly to regional and social development 
objectives by creating direct and indirect jobs in rural areas.

These facts should be taken into account when evaluating absolute figures of the direct 
economic benefit that can be expected from the promotion of Pakistan's manufacturing 
industries. These should not lead to the conclusion that the industrial sector, and in 
particular S S I,  are not to be substantially promoted.

As to the country's dependence on international markets and the world's economic situation 
the following may be said: W h ile  Pakistan's share of exported semi-finished and finished 
products to G NP is  very low (3 .2  % ), the share of exported food and basic agricultural 
raw materials (41 %) is  lik e ly  to rise continuously. In the event of an international c ris is 
import of investment goods could be reduced or delayed without major damage to national 
production. On the whole, only the oil b ill w ill represent a serious problem.

Pakistan's economic policy is  influenced by the Five Year Development Plans which are 
subject to a yearly adaptation to changed macro-economic data. The running F ifth  Five 
Year Plan (1978 -  83) indicates three major objectives:
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-  meeting basic needs

-  stab ilizing  prices, and

-  improving the balance of payments.

These objectives are intended to be achieved by increasing allocation of resources to agri
culture and rural development. The main features w ill be an increase in productivity by 
u tiliza tio n  of id le capacities, direction of public sector investments away from manufac
turing and physical infrastructure to agriculture and social sectors, furthermore a change 
from public to more private sector a c tiv itie s, and in the industrial sector, from long term 
capital-intensive to quicker-yie ld ing investments, mainly with a view to modernization 
and balancing of capacity. Thus, private sector participation in industry should increase from 
26 %  in 1977/78 to 5o %  in  1983/84. The new development strategy ca lls for a reorienta
tion of p rio ritie s in the National Budget. According to the F ifth  Plan, rural development 
programmes (agriculture, water, housing, education, health, etc.) should account for 
29 % , agriculture, water for 22 % , and social sector investments for 25 %  of the total 
public sector programme, ft is  to be noted, that through this strategy agriculture and rural 
development rea lly have become the milestones of Pakistan's actual development policy, 
even i f  th is might be relativated by the fact, that Government consumption expenditure 
only accounts for 16 %  of G N P (37 b illio n  Rs in 1979/8o). For the selected sub-sectors 
of this study these strategic development plan guidelines are important in as much as the in 
dividual sub-sector might depend on agriculture based inputs (leather, textile) or on rural 
demand for its products (light engineering).

Sectorwise analysis of G N P demonstrates that economic activ ities are distributed in the 
following way (table 3 .1 ) :

Table 3 .1 : D istribution of Value Added and Labour Force by Sectors

Sector
Value added Labour force

m illio n  US S % m illio n  US S
г

%

Agriculture 5,694 i2 12.4 54

Industry 4,21o 22 4 .2 18

Services 8,o42 45 6 .4 28

Total (1978/79) 17,946 100 23 .0 loo

Source: IBRD

When referring to nominal contribution to G N P , agriculture and mining accounted for 32 .4  %  
(Rs 68 .2  b illio n ),ind ustry  for 16.1 %  (Rs. 33 .8  b illio n ), and services for 5 1 .5  %
(Rs lo 8 .4  b illio n ) in 1979/8o. When comparing nominal contribution with value added 
figures it  becomes obvious, that the service sector, and here specifically commerce, with



14.5 %  (Rs 3o .4  b illio n ), furnishes a substantial part to national production. Under "basic 
need" criteria th is phenomenon might be questioned. As the service sector is  not directly 
involved in the production of goods, a country at a development stage like  Pakistan, 
should try to encourage productive activities in agriculture and industry. The strategy 
of the current development plan reflects this concept. Value added per worker is  highest 
in the service sector, though necessary capital investment, business r is k , and employment 
has. to be considered. Agriculture reaches a value added per worker of US S 459, industry 
US S l,o o o  and the service sector US $ 1 ,256 .

Regional preferences are clearly set through the repeated decentralization concepts of the 
F ifth  Development Plan. Concentration of public spending of 29 %  for rural development 
programmes and of 22 %  for agriculture and water accumulates development efforts in 
less structured areas. O f the 25 %  of the Federal Budget to be spent on social sector in 
vestments, again a considerable part w ill be channelled into the rural sector. Regional 
development policy does not necessarily give the same importance to each province.
W hile  the interviewed offic ia ls pleaded for the growth potential to be shifted and distributed 
more in favour of the two weaker provinces,i'.e .Baluchistan and N W FP, the regional develop
ment concept of the F ifth  Development Plan reflects a preference for poorly developed 
regions, independent of the ir location. Thus, desert areas in Sind may receive the same 
public development attention as is  expected for mountain areas in N W FP. Taking into 
consideration, that the greater part of the country qualifies for regional development pro
grammes, an equally distributed increase in prosperity can only be expected in the long run.

Type and impact of industria lization efforts of Pakistan's development strategy should be 
analysed under medium term aspects. The existing industrial structure, as well as the ex
perience with a strong public influence on important manufacturing un its, have to be taken 
into account when suggesting instruments for SSI promotion.

The industrial development programme of the F ifth  Development Plan is  earmarked by two 
major components:

-  emphasis is put on completing already started investmsnt projects of earlie r p lans,

-  preference isgven to comolete the country's basic industry structure.

The funds to be dedicated to investments in industrial programmes reflect this dual strategy.
O f a total of Rs 4o b illio n  to be invested in the manufacturing sector, Rs 19 b iliio n  are ex
pected to come from private sectors. Total outlay during the plan period w ill amount to 
Rs 2o4 b illio n  with a participation of the private sector of Rs 62 b illio n . Important is that 
69 %  of the public sector investment in industry w ill be reserved to basic industries like :

-  basic metal (3o %)

-  fe rt ilize rs  (14 % )

-  machinery (1 o % )  

cement (9 c-o)

-  chemicals and petrochemicals (6 °o).
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The Government's intention to withdraw from investments in the production sector appears 
trustworthy, when analysing individual industrial projects. W hile  76 %  of its  investments 
are channelled into ongoing programmes, only the remaining Rs 4 .8  b illio n  w ill be re
served for new projects to be started between 1978 and 1983. On the other hand it  should 
not be overlooked that a growing industrial structure necessarily claims follow-up invest
ments, as it  can be expected for FA SM IC ' down-stream projects. Even i f  suffic ient mea
sures are not yet created for sponsoring SS I a c tiv itie s, it  may be noted that this need has 
been recognized by most of the responsible planners. As this topic has to be treated on 
a provincial level, the F if.h  Plan only contains a general statement in favour of ex
panding this vital fie ld w ithin the industrial structure.

Pakistan's foreign trade policy aims at raising exports and at substituting imports mainly of 
capital goods. Exports are characterized by an increasing share of semi-finished and manu
factured goods. It may be questioned whether an increased industrial production for the world 
market would stand macro-economic cost-benefit considerations, especially when looking at 
the steacMy growing competition from other low-cost countries. However, when export 
oriented sub-sectors are based on domestic inputs and satisfactory labour intensiveness, as 
is  the case with textile  and leather goods, technological impulses and reduction of unit costs 
may contribute to ease balance of payments problems and to internal price sta b ility . Inten
sified public efforts in promoting exports and fiscal incentives have been contributing to con
solidate Pakistan's position in the world market. However, export promoting activ ities of 
Third World competitors have to be continuously reviewed, specifically with respect to 
low-price consumption goods, where other countries enjoy more favourable incentives on 
top of higher productivity by economies of scale. On the import side, the high o il b ill 
calls for economising other, preferably substituable goods. The ongoing investments in  the 
basic industry sector w ill sooner or later reduce expenses for capital goods. Ye t, import 
substitution reaches its lim its , once investment and/or production costs for national manu
facturing involve high opportunity costs. Plan figures (annual increase in exports of 
11 % , in home remittances of 4 % , and in imports of 6 .3  % )  show the intention to develop 
foreign trade in the shadeofa continuously negative balance of payments. In fact, from 
1977 to 198o, exports increased by lo 8  % ,  imports by 87 %  and home remittances by 4o % . 
The actual development was thus more or less in line with the planned proportions.

Prior to Pakistan's fiscal policy, the Government's contribution to national production has 
fa be analysed. O f the 1979/8o G N P (Rs 227 .6  b illio n ), only 16 %  were spent on public 
consumption. W hile this proportion is supported by the defenders of a market oriented eco
nomic system, it  lim its the Government's p ossib ility  to promote measures aiming at reducing 
regional and social imbalances. Through its Central Board of Revenues, the M in istry  of 
Finance is  actually introducing mechanisms to fight defraudation. Th is new system of con
trols and cross checks w ill lead to an increased inflow of funds without supplementary 
charges on tax paying individuals and companies. The incentive character of Pakistan's 
fiscal policy w ill be described in a separate chapter (see chapter 4).
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3 .3  O verall Economic Resources (Supply)

The description of Pakistan's general economic development prospects revealed that the 
country's basic potential on the whole appears encouraging. In order to come to a more 
rea listic  evaluation of potentials and constraints fo r economic development, the principal 
factors of macro-economic supply and demand have to be analysed. Th is  w il l  be done in the 
lig ht of the sufc-sector concerned specific information requirements.

3 .3 .1  Entrepreneurial and Industrial Tra d ìtipn

Pakistan's economic pattern is  identified as being basically agriculture oriented. However, 
an analysis ot G N P over a longer period (table 3 .2 )  shows that th is sector's contribution 
to overall national production continues to d im in ish .

Table 3 .2 : G N P by Sectors

Sector
Partic ipation in G N P (%)

195c 1955 196o 1965 197o 1975 198o

Agriculture S3 48 42 4o 39 33 31

Manufacturing 7 11 12 15 16 15 15

Construction 1 2 2 4 4 4 5

Commerce 11 13 13 13 14 14 14

Public Adm inistr. 6 7 6 6 7 1 0 lo

Se rv ire s 7 8 8 7 7 7 7

Others 15 11 17 15 13 17 18

Total loo 1 oo loo loo loo loo 1 CO

Compored to other major economic a c tiv it ie s, agriculture continues to hold the highest 
share, even in relation to the next biggest sector. Nevertheless, ever since the beginning 
of the industria l tcke-off in the f ift ie s , Pakistan's economic structure has been moving to
ward a more balanced picture: W hile  agricultural contribution to G N P has been declining 
and commerce and services maintained the ir position, considerable increases were brought 
about by public administration expenditures (67 % ), industry (114 % ) and, especially re
markable', the construction sector which grew by 4oo %  between 195o and 198o.

However, an evaluation of economic tradition has to take into account earlie r generations. 
In this context, the distribution of the 195o G N P is  considered representative. H isto ric a lly , 
agricultural anc commercial activ ities accounted for two thirds of national production, 
followed by the service sector (mainly Government). Th is traditional economic pattern In
fluenced and moulded the most important characteristics of entreoreneurial and labour force 
behaviour. Seasonal hard work in the fie ld and/or the sporadically accumulating work in 
commerce are auite different from regular cna partly monotonous industrial occupation.

1) Others: M in ing, e lectric ity and gas, transporr, banking and insurance, rents.
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Handicraft activ ities show the greatest s im ila rity  to industrial production processes, but 
even here, greater f le x ib ility  and multi-functional job characteristics require different 
psychological and technical s k i l ls  of the work force. As the analysis of the individual sub
sectors w ill show (volume 2 -  6), most of the mailer units are characterized by handicraft 
production methods.

The difference i r  sectoral behaviour becomes even more obvious when comparing that of 
agricultural and commercial entrepreneurship on the one hand with the psychological, so
cial and professional peculariries of industria lists on the other. W hile  agricultural and trade 
activ ities contain a strong speculative component, the manufacturer's approach to his busi
ness has to be less short sighted and more longterm oriented. Inclination to r isk  , job p hilo 
sophy, and Drofit expectation are so different in the industrial field from the positions held 
in these respects in the traditional sectors that in most cases i t  takes quite some time to de
velop a typical industria lism . Once this has become evident and accepted by the authori
ties responsible for industrial promotion, inexpensive but effic ient extension service pro
grammes have to be tailored according to the individual requirements resulting from the 
sub-sector studies.

Moving from individual analysis of entrepreneurial characteristics to the structural nature 
of Pakistan's industrial sector, two important facts are to be observed. The f ir s t ,  that there 
is in a ll sub-sectors an overwhelming number of enterprises producing technically simple 
goods and consumption commodities which leads to strong competition amongst the manufac
turers of the some product. A second negative factor, partly caused by the fragmental sec
toral structure, is  the very low tendency for product diversification and development. In 
most cases a production unit orientates its work programme on its neighbours product m ix.
Th is  typical handicraft behaviour leads to various growth and profit reducing effects. F ir s t ly ,  
in view of the physically wide spread market for basic goods, the concentration of their 
supply in a few c itie s, and very often even in certain roads does not represent the most 
convenient and economic way of d istribution. Secondly, when a great number of neigh
bouring industries produce almost homogeneous goods price competition and low profit rates 
are natural consequences. Th ird ly , in order to achieve a certain volume of sales, strang
ling competition is  tried to be compensated by diversifying the product range. Th is means, 
that with on "un ive rsa l" set of basic machinery and equipment, a great variety of produc
tion processes is carried out, mostly on job orders or for small series. Such a production 
apparatus impairs economies of scale, involves high unit production costs through in su ffi
cient capacity u tiliza tio n , and overburdens management capacities. High costs, low prices, 
scarce cap'ta I ,  and restricted loans available to SSI contribute to the vicious c irc le that 
lim its growth perspectives for th is large number of small manufacturing units.

When designing a promotion concept for Pakistan's SSI one has to bear in mind two important 
factors accounting for its fragmented structure. These are the strong family orientation of 
businesses and the exceptional technical s k i l l  of the small entrepreneurs. Fam ily orientation 
seems to be inherited from the rural social pattern. In a great number of cases, one family 
member is  the promoting element in the company, while most of the key positions in the 
enterprise are being occupied by other fam ily members. Very often, particularly large fami
lies have diversified into agriculture, trade and industry by delegation of relatives as mana
gers. Thus leading positions are occupied without leaving professional development pro
spects for talented employees outside the family hierarchy. As a natural consequence,
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talented professionals tend to start the ir own businesses. On the other hand, it  cannot be 
taken for granted that fam ily members are a lv o 's  the most qualified leaders. Instead of 
selecting stric tly  by individual qualification, non-economic influences may hamper the po
tential growth of fam ily enterprises. Another restriction to expansion ere the usually lim ited 
capital resources of a fam ily.

Summing up characteristics of fam ily oriented industries it  can be stated that the involvement 
of personal considerations and insuffic ient specialization on important tasks in the in d iv i
dual unit lead to an unsatisfactory u tiliza tio n  of the industrial potential not only in speci
fic  cases but also in the whole manufacturing sector.

The high technical s k i l l  of Pakistan's entrepreneurs, which is one of the major factors for 
its  economic development, also represents an obstacle for growth. Th is  paradoxicalness is 
explained under the following aspect. Exceptional production a b ility  enables the new entre
preneur to re la tive ly easy business expansion until i t  reaches the lim it of a typical handi
c ra ft oriented cottage industry. By this time, growing sales and a healthy profit situation 
convince him that he possesses a ll the necessary qualifications to become an in d u stria list. 
He ignores the fact that industrial production and management of a larger small scale unit 
require differentandmore complex methods in administration and marketing, as w ell as in 
the fie ld  of financial planning, coordination and contro lling. In not considering these facts,
his growing business is badly managed and faces the usual administrative and financial 
d iff ic u ltie s. In a great number of cases, sales and earnings are stagnant because the
entrepreneur has overestimated his managerial s k i l ls .  A t the same time, as proved the 
subsector experts' fie ld work, there is a lacking understanding for the need to improve 
entrepreneurial knowledge and, consequently, relevant extension services are not asked 
for. As a ru le, the reasons for sluggish business development are explained by general 
economic d iffic u ltie s and in particular by the lack of financial means. SSI-focussing 
information campaigns have to mcke clear to the ind ustria lists, that production, though 
the most importent, is  only one function of a complex entrepreneurial system, and that 
the bigger a un it the more "non-productive" functions like  finance, marketing and ad
ministration become decisive for growth and profits. But even in their original fie ld , the 
manufacturing process, men y entreoreneurs are taking a somewhat arrogent attitude, re
fusing to ciscuss more productive and modern technologies.

Governmental cromoticn efforts in the fie ld of SSI are, tneiefore, advised to take into 
account the prevailing speculation oriented m entality, traditional fam ily tie s, and the 
problematic effects of highly technical sk ille d  entrepreneurs when designing concrete 
development programmes.

A sectcrwise and sizew ise structural analysis H 975) shows tne following situation per pro
vince itcoie 3 . 3 :
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Table 3 .3 : Production Value by Province

Sub-Sector
Production Value in %  by Province

Punjab NW FP Baluchistan

Processing of agricultural raw 
materiaLs (food, beverage, 
tobacco)

oo■e- 9 .6 3 4 .8

Te xtile s 29 .5 13 .5 1 .5

Light engineering l5 .o 11 .9 6 .5

Leather 1 .3 26 .3 2 2 .4

Subtotal 8 5 .8 6 1 .3 6 5 .2

Looking at the manufacturing a c tiv it ie s, processing of agricultural raw material is the do
minant sector. Th is  is  in  line w ith Pakistan's general orientation towards agriculture and 
demonstrates the "basic need" profile  of the industrial structure. N e xt in production voiue 
are te xtile s and leather, also geared to meet fundamental demand for consumption goods. 
Light engineering seems to be the most equally distributed sub-sector in the provinces 
analysed. The major conclusion to be drawn from this sectoral and regional analysis is ,  
that there is a fa ir ly  well spread distribution able to satisfy local demand. Production of 
more sophisticated goods should, however, be encouraged by carefully selected dynamic 
enterprises, that should also enhance business concentration.

Due to lacking data, the structural analysis is  restricted to Punjab. Out of a total of 
4o ,828 units of the four selected sub-sectors, 4 .4  %  (large manufacturers) account for 
64 %  of the total sub-sector production, while 8o .2  %  (small manufacturers) produce 
32 % .  The remaining 15 .4  %  (household units) come up with a negligible 4 %  share of 
the sub-sector output (table 3 .4 ) .

Table 3 .4 : D istribution of U n it S ize  in Punjab per Sub-Sector

.

Sub-Sector

Distribution of units per category in %

Large ; Srncl 1 Household

Units
1
i Product. ; Units Ì Product. Units Product.

Textiles (12,248 units) 3.5 ; 74 : 69.8 21 26.7 . 5
Leather (2,o33'- 1 .5 1 7 ? : 84.2 13 14.3 : 3
Light Engineering (7,294) 7.1 36 ! 86.1 58 i 6.8 2
Srorts Goods <'745) 2 1

i

2.1 32 , 52.2 j 45 ; 45.7 ! 23
\

1

| Total (4o,323 uni*:'; 1,795 : 64 % |32,741 1 32 %| 6,292 !
«

4 -= j

1; SSI Census da:a of S IN D  were not yet available at the end of 198c! 
2) Contract Worker; who work in their resoective nomes are included
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Two interesting facts should be stressed. F ir s t ly ,  the share of 32 %  in total output, that 
is  calculated for the group of small manufacturers, appears to be surp rising ly modest. One 
explanation might be that only bigger firms tend to maintain more correct records and/or 
are more prepared to reveal factual information. Thus a considerable part of SSI output does 
not appear in the statistics. In this context it  is  referred to earlie r comments on d ifficu ltie s 
and problems to gather data in  general and SSI information in particular. The second fact 
concerns the absolute number of the large manufacturers. In the light of the actual output 
of the four sub-sectors of approximately 427 m illio n  Rs. (1975/76), it  becomes obvious, 
that the sta tistica lly  classified "large manufacturers" are in fact usually medium size 
industries and may be well w ithin the definition of SS I.

3 .3 .2  Raw M ateria ls, Sem i-Finished Products, Investment Goods

On the whole, Pakistan's physical resources do not cover a great part of the total manu
facturing sectors needs. However, as far as the demand of the surveyed sub-sectors is  con
cerned, the situation is  more satisfactory. The most significant industries (textiles and 
leather) re ly on agricultural basic products. In the near future, the light engineering sector 
w ill be able to satisfy its  needs from PASMIC down stream a c tiv it ie s, which w ill be based on 
recycling available materials.

Structure and importance of not domestically available inputs are illustrated by Pakistan's 
import statistics. The share of the main raw materials, semi-finished products, and invest
ment goods in total 1978/79 imports is as follows:

G ra ins,pulses, flour and tea 13
Petroleum and products
Chemicals, drugs and medicines, dyes and colors,

14

chemical fe rt ilize rs 13
O il vegetables
Iron and steel and manufacturers thereof, non-ferrous

8

metals 8
Electrical goods 5
Non-electrical machinery 12
Transport equipments 6
Others 21

Total imports amounted to Rs 3 6 .4  b illio n , representing 19 %  of that year's G N P , while 
exports for that period showed a total of Rs 16.9 b illio n . It becomes obvious that with an 
increasing participation of the manufacturing sector in G N P , the need for imported inputs 
w ill grow. Th is is certainly one of the reasons why Pakistan, despite the renowned techni
cal a b ilitie s of its population, is s t i l l  basically agriculture oriented. On the other hand it  
also becomes obvious that SSI promotion policies must of?er attractive incentives for the 
introduction of production processes with emphasis on economic u tiliza tio n  of material of 
all kinds ;̂ . 1

1) Material intensive designs like  the ones of the diesel engine industry in Punjab need to be 
revised.
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Efforts made in view of an increasing verticalization in the manufacturing process of do
mestic raw materials, mainly in the field of agricultural Inputs, can be observerd as major 
guidelines of the current F ifth  Development Plan. Th is  is  certainly a step in the right 
direction. W ith respect to the qua'ity and durability of imported investment goods, 
import substitution efforts reach their lim its when nationally produced equipment needs 
more material intensive processing or does not meet minimum tolerances of other techni
cal specifications. Although locally manufactured machinery is usually cheaper, it  must 
be found out whether this is true in the individual case. Delivery and payment conditions 
(financing of machinery) of imported machines are often more favourable than those of natio
nal products. The same applies to sales, d istribution, and maintenance networks of renowned 
international firm s. These aspects have to be taken into account, as the need for more produc
tive production processes in most of the target sub-sectors calls for modernization and re
placement of equipment. In many cases it  w ill be d iff ic u lt to avoid importation of special 
equipment. Th is  might be the most economic solution from the micro economic point of 
view. However, at the same time, the balance of payments aspects w ill have to be con
sidered.

When dealing with national resources for the manufacturing sector, import substitution po
tentials have also to be considered. Th is has been done expressively in the F ifth  Develop
ment Plan. However, the analysis of Pakistan's industria l production pattern shows that 
import substitution should not be regarded isolatedly. There are considerable development 
p ossib ilities for vertical and horizontal forward and backward linkages in the heterogeneous 
manufacturing production pattern. These can be activated by a strategic concept for the 
industrial d ivision of work in the form of sub-contracting and increased specialization. SSI 
lends itse lf in a perfect way towards achieving this objective, as w ill be shown in the last 
chapter.

3 .3 .3  Manpower

3 .3 .3 .1  Aspects of Population

Besides the sound basis of agricultural production, population in its quantitative and quali
tative aspect represents Pakistan's most important economic potential. Population is  charac
terized by a favourable age structure, about half of the peculation being younger than 2o 
years, furthermore, by a s t i l l  well balanced distribution in urban (25 % ) and rural areas 
(75 % ), and by a fa ir ly  high rate of professional s k i l l  of the active labour force. W ith a 
yearly growth rate of about 3 % , the country belongs to the group of the fastest growing 
nations in the world. W hile  opportunities for the migration of workers to European coun
tries and the G u lf regions are s t i l l  increasing, it  cannot be overlooked, that the great 
number of children s t i l l  in school w ill press in due course into the labour market with 
growing vehemency. Agricultural job opportunities becoming less attractive, and the 
service sector having reached a considerable degree of saturation, manufacturing remains 
the main absorber of the additional work force. It is  known that SSI offers the greatest 
part of working places, so that SSI development policy in particular in respect to the 
creation of job opportunities, is of the highest national interest and be given more atten
tion than in the past.
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Under regional aspects, i t  is  interesting to identify the most rapidly growing provinces of 
the country. For the time being, the most industria lized province of Punjab appears to 
have a lower population growth rate than for example N W FP. From the macro-economic 
planning point of view, major emphasis should be placed on additional industrial develop
ment to be concentrated on the fastest growing provinces. So far, regional distribution 
as a consequence of federal promotionefforts havedeveloped in accordance with the actual 
population distribution in the various provinces. In order to reduce interprovincial migra
tion, and its pursuant urbanization, development resources should also be allocated under 
consideration of the promoted province's population structure. The labour force analysis, 
as well as statements of the interviewed entrepreneurs, prove an internal migration gravita
tion from north to south. Workers from the northern part of the country are highly esteemed 
in Karachi's industries. Th is  leads to the conclusion, that industries could be shifted to the 
origin of potentially migrant workers. Some already developed areas in NW FP give the 
impression that they are absolutely able to host manufacturing units, offering them the 
necessary institutional and infrastructural environment. Under socio-economic criteria it  
has to be considered that the social costs per capita are considerably lower when industries 
are brought to the workers and not the other way around. Th is is  a ll the more relevant for 
S S I,  because most of the small and medium sized manufacturing units are so called "foot 
loose" industries w ith no specific need for one determined location. There are already 
enough problems like  traffic agglomeration, water and sewage bottlenecks, social 
unrest, etc. in the large c itie s. Restrictive policies for new industrial settlement, as 
practiced in Karachi and other areas,should contribute to a more equally balanced in
dustrial structure.

3 .3 .3 .2  Aspects of Industrial Relations

Practically a ll industrial relations of Pakistan's manufacturing sector are subject to Federa 
Legislation, by State action, and/or collective bargaining. Labour legislation is in stitu 
tionalized by the Federal Government while the implementation of its  regulations is  dele
gated to provincial bodies. Under this aspect and with particular consideration of the 
sub-sectors in question the following main subjects w ill be b rie fly  described:

-  labour jurisd iction
-  general industrial relations
-  relevant labour standards
-  wage situation (minimum wages)
-  social security
-  old age benefit scheme.

Labour jurisd iction is  practiced at three levels, i .e .  labour courts, labour appellate tribu
nals, and the National Industrial Relations Commission. There are various labour courts in 
the four provinces (9 in Punjab, 5 in Sind, 4 in N W FP, and 1 in Baluchistan). The courts 
settle most industrial disputes under the Industrial Relations Ordinance. Labour appellate 
tribunals receive appealable decisions f.'om the labour courts. They ere headed by a member 
of the High Court and exercise control over labour activ itie s. The National Industrial Rela
tions Commission is concerned with the promotion and guidance of sub-sector trade unions.
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They encourage the creation and activity of workers' associations and advise federations at 
national level. Th e ir influence on labour legislation is  thus mainly indirect.

The principles of Pakistan's labourpolicyare embodied in the country's constitution. Its 
basic objectives are mainly idealistic and were pursued throughout the process of industria
liza tio n . The most important constitutional labour regulations aim at:

-  guaranteeing free choice of profession

-  guaranteeing the right to found associations and unions

-  prohibition of children's work

-  securing the well-being of the people, irrespective of sex, caste, creed or race, 
by raising their standards of liv in g , by preventing concentration of wealth . . .  by 
ensuring equitable adjustment of rights between employers and employees . .  .

provision of work

-  social security

-  reduction of disparities in personal incomes and earnings.

These basic principles were the platform on which impressive improvements have been achie
ved during the last decades. However, working conditions in industry improved faster in 
bigger than in the smaller un its. Some of the visited SS I units were found to s t i l l  employ 
children and/or to have unhealthy working conditions, and no registration with social secu
r ity  bodies. Industrial relations policy guarantees membership in unions of the worker's 
choice without previous authorization. A great number of interviewed workers belong to 
one of their industry's unions. Collective bargaining is  one of the major responsibilitres 
of the workers' associations. It does not only cover remuneration aspects but a ll other 
matTers of interest related to the working process, specifically physical working conditions. 
Worker's interests are ensured by the labour courts, the National Industrial Relations Com
mission and the various industry related unions. In recent years, workers' participation in 
managemenr nas become a fam iliar topic. Factories employing more than 5o workers are 
obliged to maintain a management committee which is entitled to discuss a ll management 
related questions except commercial and financial transactions. A new scheme provides 
a new institution, the " jo in t management board", that may request the company for in fo r
mation on improvement in production, fixation of job and piece-rates, transfer of workers, 
principles of remuneration, etc. In this board workers are represented at a rate of 3o % . 
Smaller industria lists gain a rather reluctant reaction, when asked about workers' partic i
pation models. They do not seem to expect motivating results from a more cooperative style 
of relationship between employer and employees.

Labour standards are defined in the Factories Act. Th is law has continuously been updated 
and contains the basic regulations for a ll industrial units with more than 1o employees. The 
most important provisions are:

48-hours week and max. lo ,5  hours day for a ll adult workers 

prohibition of children's work (below 14 years of age)
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-  women's working regulations

-  overtime wages (twice the ordinary rate)

-  health and safety standards (disposal of waste, proper ventilation, reasonable tempe
rature, a ir conditioning, lighting, fire  precautions, fencing of machinery, e tc .)

-  bi-annual medical examination of workers 

14 days annual leave.

It  was found, that a number of units with more than lo  workers ignore or do not apply them. 
Th is  is  not only due to an insufficient inspection by controllers of the provincial supervisory 
bodies, and it  cannot only be attributed to a lacking sense of responsibility on the part of 
the industria lists, but in most cases the company's cost situation does not allow for more 
humane working conditions. However, it  should be ensured that when children are employed 
either in a direct or indirect way (as member of a contracted family) that at least the phy
sical surroundings of the working area do not lead to permanent physical or psychological 
damage.

In the manufacturing sector, wages are established through collective bargaining between 
♦he specific industry's union and the employers representation. Notwithstanding this fact, 
a Minimum Wages Board fixes minimum wage line s. These minimum wages take account of 
the specific location of the industrial unit as well as of the particular job category . In i -  
t ia lly ,  minimum wages were defined only for factories employing more than 5o workers. 
Punjab has then worked out minimum wages for 36 different industries. They do not differ 
s: ' f icantly from the standards for the bigger companies. In January 1979, minimum wages
for ihe various categories of Punjab's te xtile  industry were as follows:

-  sk ille d  workers -  Rs 38o.oop.m .
sem i-sk illed  workers -  Rs 33o.oop.m .

-  unskilled workers -  not yet determined.

Specific provisions for most types of work of a great number of industries can be obtained 
from M in istry  of Labour. The printing press industry lis ts  51 different jobs, broken down in 
wages for various locations. In rea lity , wages of smaller industrial units are mostly above 
legal minimum wages. Through an ind iv idua lly handled piece-rate system, however, these 
standards can fa ll short. Generally it  can be stated, that the level of real wages is fa ir ly  
low, mainly because of an insufficient labour productivity.

Social security efforts have a long tradition in Pakistan. In recent years, the various schemes 
weres streamlined and have become more transparent. Social security covers a ll wage 
earners with over 24 hours' occupation per week, earning less than Rs. l,ooo.oo per months, 
irrespective of industry, type of contract or location. Th is scheme was at f irs t  introduced 
in the textile  industry of three major cities in Punjab-, today there are about 6,ooo establish
ments and about 444,783 employees registered. The most important area of the social secu
rity  is free medicai treatment of the worker and his dependants, complemented by cash 
benefits in cases of sickness, in ju ry  and disablement. Disablement pensions for 
widows and orphans have not yet become common practice in S S I . As employment of women
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is  re lative ly rare, regulations concerning maternity (12 weeks on fu ll wages) are not very 
important for the manufacturing sector. O rig in a lly  workers contributed 2 %  of the ir gross 
wages and employers 4 %  of the total monthly payroll to the fund. Today only employers 
pay a contribution of 7 % .

The old age benefit scheme applies to companies employing lo  or more workers. O n ly per 
earning less than Rs. l,ooo.oo are covered. The scheme provides for the payment of a f la t- 
rate pension and inva lid ity benefits of Rs. 7 5 .oo per month, irrespective of the earnings of 
the covered person. Retirement age is 55 years for men and 5o years for women. The appli
cant has to prove 15 years' insurable employment both for pension and inva lid ity  benefits. 
W hile  employees are non-contributors., employers have to pay 5 %  of the total payro ll. The 
funds are administered by the State L ife  Insurance Corporation. Additional schemes, such 
as group insurance, service gratuity (2o days' wages for every completed year of service) 
in  case of termination of employment, provident fund and others affect mainly bigger in
dustrial un its. Service gratuity and the related security of employment represent a serious 
problem for proper manpower management in the units with more than lo  employees . Though 
dismissal is  p rincipally possible, the fact that an employer has to disclose reasons which are 
examined by the labour court in a cumbersome procedure, most industria lists complain 
about the factual im possib ility of dismissing unneeded or undesired employees.

The Factories Act reaches only units with lo  or more workers. Th is  might be one of the reasons 
why there are so many"cottage industries", and why the share of so called "contract workers" 
is  so high. Legally the provincial governments have the possib ility  to extend the va lid ity  
of this law to a ll firms with 5 or more employees. Should this possib ility  be made use of, the 
majority of small businesses would have to apply the minimum standards and regulations of the 
Factories Act and related laws. Th is obligation could also promote structural concentration 
with its positive effects on labour productivity and general working conditions.

When considering the possible consequences on cost and wage prices in the SS I sector, one 
has to bear in mind that the greater part of th is group does not contribute suffic ient in 
direct payments for social security and old age benefit programmes. The fu ll range of legal 
contributions and common fringe benefits equals the cash solar/ paid to the worker .

Though it  was stated by the M in istry  of Labour that SS I paid social security and old age 
pension benefit contributions, interviews with firms confirmed that a majority of small 
entrepreneurs did not pay and that an even greater percentage of workers does not benefit 
from the system. The Punjab Chamber of Commerce and Industry is of the opinion that 
these schemes should be abolished because they are not functioning in the intended manner. 
On the other hand, it  would not appear profitable to tighten the grip on the smaller units 
at this time, as this would result in a sudden increase of production costs, especially in 
labour intensive industries. A considerable number of marginal producers would then be 
faced with insolvency.

1) According to the payroll of Pak.-German Wood Working Centre Peshawar, for all 
categories from 'helper' up to the 'deputy manager', an extra cost for housing and me
dical allowance must be paid (8o %  on the net wage of a helper and 55 %  on that of the 
deputy manager) as well as various legal charges. These increase production costs by lo  
to 15 % .
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The prevailing insecurity in  the case of illn e ss, d isa b ility , and retirement on top of the 
re la tive ly low wages and critica l working conditions w ill always make it  more d ifficu lt 
for small enterprises to keep qualified workers. Even i f  training fa c ilit ie s were to be ex
panded, graduates of there in stitu tio ns w ill generally head for more attractive working 
positions offered by bigger firm s. Therefore, a controlled compulsory scheme for social se
curity and other fringe benefits should be in the interest of S S I .

3 .3 .3 .3  Aspects of Emigration of Pakistan? Labour Abroad

There is  not doubt that workers' remittances play a vital role in Pakistan's balance of pay
ments. For 198o they are expected to amountat 1 .6  b illio n  US S . Th e ir significance is 
evident when compared that year's expected export revenue of approximately 2 . 4 b illio n  
US $ . The absence of more than 1.25 m illio n  Pakistani who work mainly in  the Middle 
East represents a two-edged situation. A cost benefit analysis of the international migra
tion project revealed the following results

-  Occupational backgrounds of migrant workers:

45 %  unskilled 
41 %  sk ille d
lo  %  c le rica l, business and sales workers 
4 %  professionals

Participation of unskilled workers is  higher with emigrants originating from NW FP (6o % )  
and lower with those from Punjab (34 % ).

-  Sk ille d  workers come mainly from the construction sector, fol lowed by the manufacturing 
sector (machine operators, mechanics, e tc .). Amongst professionals, engineers repre
sent the biggest group (6o % ) .

-  7 o %  of the workers are married. 4 %  take their families with them.

-  Income levels are high above national standards, average remunerations being cs 
follows:

Rs. 33,ooo p.a. for unskilled workers 
Rs. 48,ooo p.a. for sk ille d  workers 
Rs. 114,ooo p.a . for professionals.

-  Migrant workers consume between 2o to 3o %  of their income. W ith the exception of pro
fessionals, workers remit their entire savings to their fam ilies, either in cash or in kind. 
Average remittance amounts to almost 3o,ooo Rs/year.

1) Pakistan Institute of Development Economics, Islamabad, Ju ly  198o, 'Pakistani Emigra
tion to the Middle East'.



- 25 -

-  Remittances ore used in the following manner:

63 %  household expenditure

58 %  food, clothing and accommodation 
3 %  household durables 
2 %  marriage ceremonies

24 %  real estate

12  %  house for personal accommodation 
2 %  improvement of existing accommodation 
8 %  real estate for commercial purposes 
2 %  agricultural land

13 %  direct investmen* purposes

2 %  related to agriculture (machinery, etc.)
9 %  industrial and commercial investment 
2 %  financial investment.

-  A considerable part of the economic value of the average remittance of Rs. 3o,ooo has
to be deducted for opportunity cost reasons. The net benefit per worker is calculated atRs. 
4,ooo to 8 ,ooo. The difference is  to compensate negative effects, such as:

1) Declining output. 83 %  of a ll migrant workers or.ginate from production. They 
cannot be fu lly  replaced by hitherto unqualified or unemployed persons because 
of the lower productivity of these new workers. Shortage of adequately quali
fied workers is  strongly fe lt in industry and the construction sector .

2) General increase of wages. Most of the migrant workers, irrespective of whether 
they come from rural or urban areas, belong to the higher income brackets w ithin 
the ir salary bracket. Thus, new workers who take over the ir jobs demand sim ila r 
remunerations without taking into account their generally lower rate of producti
v ity . Apart from th is , general scarcity of suitably sk ille d  labour creates a growing 
demand on the labour market.

3) »ci for additional training fa c ilit ie s. The exodus of a great number of highly qua- 
-V • '/or motivated workers, mostly with several years of professional experience,

r . - . . it !  i; i a serious lack of trained labour. The 1.5 m illio n  migrant workers repre
ss ired 6 .5  %  of the total active population in 1979. Th is is a ll the more serious 
os 5o %  of these are sk ille d  workers and have to be recruited in the non-agrarian 
sector. When furthermore assuming that about 5oo.ooo migrant workers originate 
from the manufacturing and construction sector, the absentees represent more than 
6-5 %  of total sk ille d  and unskilled work force in these areas.

Regarding quality and capacity of available vocational and professional training 
fa c ilit ie s in the country and assuming that external demand for qualified workers 
w ill probably increase rather than decline, it  becomes obvious that there is  no 
financial nor operational possib ility  of compensating the labor outflow from Pakistan 
in the immediate future.



4) Stimulation of inflation through home remittances. As long as the inflowing money 
is  not exclusive ly spent for the purchase of nationally produced goads, and as long 
as the supply of imported or home-made goods does not satisfy the increasing demand, 
inflationary Impacts have to be accepted as an inevitable effect. However, specu
lative acquisitions of apartments in urban areas and/or agricultural land have a l
ready had a considerable effect on prices. Furthermore, as much as remittances serve 
the payment of imports, their desired positive effect on the balance of payments is 
neutralized.

On the whole, however, positive effects are predominant. F ir s t ly ,  a great amount of money 
is  invested into consumer, goods or productive investment opportunities. Secondly Pakistan's 
economy does not suffer too seriously from unemployment. Th ird ly , eventually a great part 
of migrant workers w ill return to the country with some savings, international working ex
perience and probably with enough motivation to improve the conditions in their ¡obs, 
communities and fam ilies. The fact that qualified labour is scarcely available, specifically 
in S S I,  should not hamper entrepreneurs' and governmental a ctiv itie s. An adequate develop
ment strategy for the SSI sector, accompanied by according operational concepts can com
pensate the negative effects of lacking investment funds and scarce labour

3 .3 .4  Investment Potential

According to the latest IBRD report on Pakistan (April 198o) national savings of about 11 %  
of G NP have considerably improved the country's financial resources since the beginning of 
the 197os. As the Pakistani Government seems to be determined to reduce investments in the 
productive sectors, these funds are lik e ly  to be available for private investors. A clearly 
defined development policy, specifically in the area of S S I,  w il l attract savings from other 
traditional, but less profitable ventures. Relief of certain taxes (income), improved saving 
conditions and restrictions on real estate investments should contribute to making additio
nal funds available for new ventures. Existing mechanisms for collecting and redistributing 
savings should be activated and restructured in order to serve SSI specific requirements. 
Incoming funds from migrant workers could be put to better use when channelled through 
Government ooera^ed end guaranteed SSI funds. Commercial banks are probably not in a 
position tc attract the small man to invest small sums in saving accounts. Mutual 
funds on locai bases and participating in local investment opportunities could probably ge
nerate additional liq u id ity  for industrial ventures from sources hitherto untapped.

W ith an improved tax collecting system and a basically expanding manufacturing sector, 
GOP could s t i l l  increase the actual level of public indebtedness as long as it  Is guaranteed 
that these funds w ill be used for productive investments either in direct SSI ventures 
(through the existing financial markets) or in indirect investments in the area of incentives 
and institutional framework. As SSI units generally pay lit t le  ‘ax and other contributions, 
re lie fs in these fields would not make a great difference.

1 ) See recommendations, especially the considerations concerning ' sub-contracting', 
'specialization and concentration'and 'industria l estates' .
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For several reasons it  should be possible to increase the level of present foreign aid pro
grammes for SSI projects. F ir s t ly ,  the international situation and Pakistan's growing im
portance as a leading Islamic country w ill improve the international donors inclination for 
investments. Secondly, basic studies on manufacturing sub-sectors would facilitate negotia
tions for direct SS I loans and investments in extension services and common fa c ilit ie s. For 
programmes of technical cooperation, new concepts including more and better qualified 
national experts, should be studied and proposed.

Over the last years, foreign assistance amounted to US $ 1 b illio n  financial and technical 
aid per annum. Th is represents about 2o %  of G O P's total budget. Government expenditure 
for S S I,  including development (investments), non-development (extension services) and 
financial expenses are quoted at approximately l , o 6o m illio n  Rs in a ll provinces for the 
current year. Th is  figure represents 1 .5  -  2 %  of public sector spending. Considering that 
SS I contributes 7 %  of G N P and employs more than 75 %  of the industrial labour force 
(3 m illion  workers), it  becomes obvious that actual Government efforts to develop SSI are 
insuffic ient. W ith  2 .25  m illio n  workers employed in small industrial units, the total develop
ment expenses (loan financing, industrial estates, common fa c ilit ie s, extension services) 
correspond to Rs 47o per worker. Although th is is very l it t le ,  i f  distributed among a great number 
of companies, it  could however become significant when applied to a growth oriented limited num 
ber of sound firm s.Th e F ifth  Development Plan providedabout Rs4,3oo m illion  investments in 
the manufacturing sectors per year over the last three years, i .e .  2o %  of the plan's total 
development provisions. Thus, industry heads a ll other sectors (agriculture Rs 3.1 b illio n , 
transport and communications Rs 3 .9  b illio n , powerRs.3.2 b illio n ).

The ana ly s is  of Pakistan's fixed capital formation shows again that SSI is currently underpri
vileged compared to its  general economic and social importance. W hile  total fixed capital 
formation increased from Rs 6.8  b illio n  in 1969/7o to Rs 3 1 .7  b illio n  in 1978/79, public 
sector participation rose from 4 8 .5  %  to 68 .5  %  during the same period. The industrial sec
tor developed d ifferently in private and public areas:

1969/7o 1978/79

Private sector
-  large-scale manufacturing Rs 1 , 2o6 m illio n Rs 1,666 m illion
-  small-scale manufacturing Rs 187 " Rs 688 "

Public sector
-  large-scale manufacturing Rs 177 " Rs 5 ,947  "
-  small-scale manufacturing Rs 2 " Rs 2o "

Sub-sector key figures show an increase in the textile  industry (SSI) from Rs 72 m illion  in 
1969/7o to Rs 365 m illio n  in 1978/79. Th is sub-sector covers 53 %  of total SSI fixed 
capital formation. Metal working capital formation grew from Rs 31 m illion  to Rs 113 
m illion  during the same period. In the field of private large and medium-scale industries, 
textile grew from Rs 174 m illion  to Rs 234 m illio n . A ll industrial groups have Rs 766 m illio n  
worth fixed assets In production and another Rs 861 m illio n  under construction (198o).
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Considering an average official inflation rate (consumer price index) of 2o %  over the last 
lo  years, it  is  believed, that i f  GOP creates specific financial and fiscal incentives, 
savings, which actually render 7 .5  %  interest, can be attracted to indirect investments in
to SSI ventures. Private savings amounted to Rs 19 b illio n  in 1978/79, which is  18 times 
the total public development expenditure (including total loan volume) invested in SSI in 
the same year.

3 .4  General Demand Pattern * 3

In order to determine Pakistan's demand potential, several influencing factors must be 
considered:

-  population (s ize , growth rate, age structure, special d istribution, economically active 
part, income per capita, etc.)

-  employment (total work force, sectoral d istribution, personal and regional income dis
tribution, form of remuneration, etc.)

use of income (consumption expenditure, investive expenditure, savings, taxes and 
contributions, etc.)

-  export chances and import substitution potential

-  imports (volume, structure, trends, etc.)

-  Government policy (economic system).

W ith an estimated total of over 8o m illio n  inhabitants and a yearly growth rate of about
3 % , Pakistan represents a substantial domestic market. However, on account of the coun
try 's  actual age structure (more than 5o %  are younger than 2o years), per capita income 
(US S 2oo in 1977), and the population's local distribution (73 %  in less developed rural 
areas) this potential generates s t i l l  a comparatively modest effective demand. Due to a high 
percentage of rural population some basic goods (food, clothing, housing) are of a speci
fic qualitative and quantitative character. The high degree of se lf containment in a great 
number of remote areas has special impacts on the general consumption pattern. More than 
half of the labour force is employed in agriculture, hunting, forestry end fishe ry. Th is sector 
provides itse lf with food, clothes and housing fa c ilit ie s that are not considered in the 
country's GN'P. Per capita income is  therefore somewhat higher than stated in offic ia l sta
tist ic s, at least for the rural sector. Craftsmen, rural and industrial workers together stand 
for 79 %  of the employed labour force. Considering their standards of liv ing  and the gene
ra lly  low degree of professional specialization, it  can be assumed that substantial parts 
of durable goods can be produced by the consumers themselves. Self-employed agricultura l, 
industria l, commercial and professional persons added together with employed technicc! 
management and sales labour force, amount to a total number of about 1 m illic  i high in 
come beneficaries. Th is group accounts for 5 %  of the economically active population; its 
purchasing power covers more than basic necessity standards. It also generates the greatest
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part of private savings (as mentioned before: 11 %  of G N P). Total consumption of 
Rs 184 b illio n  in 197Q/79 is  divided in private (Rs 165 b illio n ) and public (Rs 19 b illio n ) 
consumption. Adding an export potential of Rs 21 b illio n  and imports of Rs 45 b illio n , the 
total private and public demand for 1978/79 amounted to approximately Rs 25o b illio n .

SSI import substitution has to concentrate on low and medium technology consumer goods 
and selected capital goods. In the raw material sector larger industries need to be established. 
Opportunities for import subsitution are best in the light engineering sub-sector. A gricu ltu
ra l, te xtile  and leather machinery alone account for imports of over Rs 2 b illio n . Exports can 
and should be increased specifically of semi-finished and finished manufacturing goods.
They should possibly be based on indigenous raw materials and components and thus contri
bute to an increase in the country's value added.

National markets offer excellent prospects for light engineering (increasing mechanization 
in agriculture), construction materials (growing number of new households due to age 
structure plus general m obility), and footwear (rising liv ing  standard). Sports goods and 
surgical instruments are highly export oriented and subject to continously growing competi
tion.

The Government excercises a direct influence on the internal demand by means of taxation, 
income redistribution and its  monetary policy. Direct taxes amount to Rs 4 b illio n , indirect 
taxes to Rs 11 b ill io n , in  the form of sales (Rs 2 .3  b illio n ) and excise tax (Rs 8 .7  b illio n ).
O nly lit t le  of th is public revenue can be cut, so that major emphasis should be placed on 
a dynamic income policy, on improving overall productivity of the major economic sectors 
and on a stable monetary policy.
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4 . IN C EN TIV ES  A N D  IN S T IT U T IO N A L  FRAMEWORK

4 . 1  General Considerations

Incentives and institutional framework are strongly interlinked. The institutional set-up as 
well as its practical sanctioning and working procedures decisively influence the pragmatic 
effects of the country's development incentive system. An expected impact of development 
incentives does, therefore, not only depend on the existence of adequate and effic ient pro
motional instruments, but also on the f le x ib il it y ,  speed and productivity of the executive 
organizations. Though there are two levels of development activ itie s in Pakistan, the fe
deral and the provincial, overall policy and regulations for execution are dominated by the 
Central Government. SSI promotion, however, depends to the greater extent on provincial 
efforts.

Before looking at various stimulatory instruments of the economic process, basic criteria 
of Pakistan's incentive policy have to be examined. According to the principe! objectives 
of the running F ifth  Development Plan, regional aspects play a major ro le. Further criteria 
are special promotion of the manufacturing sector, and here specifically S S I,  type of in
vestment (modernization, expansion, or new industry), and contribution to ease balance of 
payments problems. Th is means that a determined incentive, as well as a group of related 
measures, have to improve the existing situation with respect to at least one, or possibly 
even more of these objectives.

The desired regional, sectoral and structural improvements are intended to be achieved 
through various groups of incentives (table 4 .1 ) .

Table 4.1 : Incentives for Promotion of SSI

Fiscal incentives -  taxes

-  duties and rebates
-  depreciation
-  fees

. income tax 

. excise tax 

. sales tax

Financial incentives -  subsidised interest
-  guarantees
-  special funds (grants)

Promotional incentives -  institutional framework . small industries corporations 
. banks

-  industrial estates

-  export zones
-  extension services
-  training

. subsidised plots 

. common fa c ilit ie s

-  specific promotion programmes 
(bureaus)

-  business climate
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O nly  sub-sector relevant aspects of the fa ir ly  broad and detailed legislation concerning 
industrial development incentives w ill be described. In general, there is an increasing ten
dency to soften fisc a l, financia l, legal and bureaucratic constraints, in the Government's 
SS I policy. W ith certain exceptions in  income tax, latest tax regulations almost complete
ly  exempt the sub-sectors' target groups. Nevertheless, a few details of this fie ld  shall be 
dealt w ith.

4 .2  Fiscal Incentives

4 .2 .1  Tax Advantages

Tax holidays usually are considered to be the most effective incentives for regional and sec
toral development. Exemptions or reductions for S S I, however, have to take into considera
tion that a great number of units do not qualify for direct income tax payment anyhow (due 
to low profits), or, i f  so, very often are not reached by the revenue authorities.

For sanctioning as well as for tax reasons, three special categories have to be distinguished, 
i . e .:

-  negative locations
-  regular areas
-  incentive areas.

M ain ly saturated urban agglomerations and border strips qualify as restricted zones for most 
of industrial location. In c ritica l municipalities of Punjab, like  Multan, S ia lko t, G ujra t, 
etc. location in existing industria l estates becomes obligatory. For the greater Karachi re
gion only the expansion of existing units is permitted. O nly the light engineering work shops 
of the sub-sector are part of the 21 industries that are granted exceptional sanctioning. For 
the rest of the country, and expressly for NW FP and Baluchistan there are no restrictions 
-or the erection of new units of whatever s ize . W ith respect to tax a llev iations, there are 
regular areas like  most parts of Punjab and Sind, as well as incentive areas.

The most important regional and sectoral concessions of income tax are:

-  Complete tax holiday for five  years as from the beginning of industrial production 
( i.e .  between Ju ly  1978 and June 1983)

in the province of Baluchistan

. in the d ivisions of Dera Ismail Khan and Malakand in NW FP

in Azad Kashmir, the northern area, the tribal areas and d istricts of 
Mcnsehra and Kohistan of NW FP

. to a ll te xtile  manufacturing units using Pakistani made clothes

. to a ll types of industries being set up in approved industrial estates in 
N W FP, in the d istricts of D . l.  Khan, Mianwali and the Tehsil Khushab
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In the province of Punjab, and In the d istric ts of Shikarpur, Jacobabad 
and Dadu, excluding K o tri in the province of Sind

. on Incomes from agricultural and lifestock activ ities

on incomes from the manufacture of agricultural implements.

-  Profits up to lo % o n  the invested capital are excepted from taxes when the incustrial 
companies are set up by June 1983, excluding the following locationsrTa lukas of 
Karachi and Hyderabad, The sils of Faisalbad and Lahore.

-  Tax credit of 15 %  of the cost of machinery installed (June 1983) for modernization, 
balancing, replacement and extension of existing industria l un its.

-  Tax credit of 3o % (in  Baluchistan, the tribal areas, northern areas of Azad Kashmir) 
or 15 %  (in any other place excluding negative locations) for investments by industria l 
enterprises (percentage applicable to share-capital acquired).

-  Foreign technicians can obtain a three years' income tax exemption, I f  th e ir service 
contract is  approved by the Commissioner of Income tax.

-  Tax rebate of 55 %  of profits derived from exports of Pakistani goods to a ll commercial 
and industrial exporters.

-  Cooperatives receive special income tax re lie f .

Extra tax rebate of 5 %  for industries to be set up by 1983 end with a fixec asset value 
not exeeding Rs 5 m illio n  (excluding land).

Principa lly a ll incomes below Rs 1 2 ,coo per annum are not taxable. Th is regulation prim arily 
favours household units and cottcge industries. Agricultura l Incomes are completely exempted 
and a great number of industrial activ ities enjoy regional or sectoral preferences. The actual 
number of income tax payers in Pckistcn amounts to 7oc,ooo, out of which 2oo,ooo receive 
sa laries. However, through more effective collection procedures of the Board of Revenue 
it  is expected that this number w ill increase to 1 m illio n  by 1982.

Another important cost factor is the excise tax. Although 66 products are intended to be 
subject to this federal tax, 27 of them are comoletely, and 14 partly exempted, so that 
the remaining 25 products .account for 95 %  of the levied amount. Besides cotton yarn in 
the textile  industry, for a ll products of the other sub-sectors excise tex payments must be 
paid.

Sales tax is also collected by the Federal Government, but redistributed to the provincici 
governments. As in the case of the income tax, 8o % of the fax amount is divided between 
the oro'/inces according to the ir population (Puniao receives 6o .2 % , Sind 22 .5  ci>,
NV/FP 13.3 " c  and Bcluch'stan 3 .8  % ) . W ith tne exception of a numcer of light engineerinc 
gcccs, ail orner products are exempted from sales fex, irrelevant of the units1 s ize  and 
location .
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The contribution of the various taxes to the overall national tax income of 1978/79 is 
broken down in the following way (table 4 .2 ) :

Table 4 .2 :  Contribution of Taxes to National Tax Income

Type of Tax %

Income and Corporate Tax 16,48
Wealth and G ift  Tax o.4o

Direct Taxes 16 .88

Custom Duties 4 2 .45
Excise Tax 31 .23
Sales Tax 7 .8 6
Surcharges 1.26

Indirect Taxes 8 3 .1 2

Total o o o o of*

Duties and rebates have to be studied for each sub-sector and for each product separately. 
The main regulations are contained in the latest edition of Export Po licy, Import Policy 
and of Pakistan Customs T a r if f  +  Import Trade Guide. Nevertheless, some basic principles 
and their repercussions on our sub-sectors w ill be traced in the fo llow ing .

4 .2 .2  Trade Policy Regulations

Trade policy regulations must be considered under balance of payments aspects. Import 
duties are to discourage the purchase of dispensable foreign goods, w hile export rebates 
are to promote the sale of national products on international markets. Sub-sectors that con
tribute substantially to the country's exports and/or supply other v ita l sectors of the eco
nomy ( I.e . agriculture) enjoy special advantages concerning imports of machinery or raw 
materials. The scope of the duly exemptions and export rebates depends on the importance 
given to particular product lin e . As the sub-sectors in question are either

-  export intensive (sports goods, surgical instruments and cutlery)
-  directed to serve other important sectors (light engineering, production of agricultural 

implements, pumps, diesel engines and electric motors)
-  or both (textile end leather industry which process agricultural raw materials, contri

bute to basic need cemand and ore strongly export oriented),

they Qualify for the most favouraole customs ta riff end/ or excorf reDate.

4 .2 .3  Import Duties

Tne most imeortenr aspects to ce îetten into consideration when importing machinery (capi
tal gocasi or procucticn material (commodities, comocnenrs) are the following:
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Imports can be undertaken through the Trading Corporation of Pakistan L td ., commer
cial importers, indentors or d irectly by the industrial consumer.

-  For a ll imports a licence has to be obtained by the Chief Controller of Imports and 
Exports. It  is generally valid for a period of twelve months and must be renewed after 
that period.

-  The goods are classified in one of the three lis ts :

. free lis t  items ore importable from anywhere against cash or on the basis of loans, 
credits or barters from the respective countries;

tied lis t  items are importable exclusive ly from tied sources on the basis of credits, 
loans, or barters;

. banned lis t  items are not e lig ib le for imports unless specifically authorized (e.g. 
with region or sector specific incentives, or i f  required for the manufacture of 
export goods).

-  The membership with a trade organization is  a prerequisite for the application of an im
port license. Such organism may be the A ll-Pa kista n  Association of Trade or Industry
or the Chamber of Commerce and Industry of the area In which the head office of the 
importing firm Is located.

-  Special regulations of the "pay-as-you-eam-scheme" -  Act of 1973 authorize the im 
port of machinery and equipment for specific sub-sectors from foreign suppliers who 
accept payment in instalments out of the companies' export earnings.

Detailed information on specific import items can be drawn from the Pakistan Customs 
Ta rif f  and Import Trade Guide (November 1979). Besides the commodities' import c la ssifi
cation contained in the above lis t s ,  it  advises on custom duties and sales tax procedures. 
However, the somewhat general regulations have to be considered under regional and sec
toral incentive aspects. Machinery is exempted from a ll duties and sales tax, i f  the invest
ment takes place in the province of Baluchistan, Dera Ismail Khan and Malakand D iv is io n , 
d istricts of Mansehra and Kohistan, the tribal areas, the northern areas and Azad Kashmir. 
5o %  duty exemption is granted for other less developed areas which were specified earlier 
( i.e .  in a ll Government financed industrial estates except those located at Karachi, and 
in the whole of Pakistan excluding the "negative locations"). Machinery and raw material 
for the manufacture of goods for export can be imported custom duty free under bonded 
ware-house schemes. Complete exemption or reductions can also be obtained for agriculture 
related industrial activ ities.

Some of the most relevant regulations for the target sub-sectors are listed below:

1. Machinery for balancing, modernization and replacement (BMR equipment) of 
textile  indusiry

-  manufacture of ready made garments



-  tanning industry
leather garments and globes industry

-  sports goods industry
-  s rgîcal instruments industry
-  cutlery Industry

is tota lly exempted from duty. Th is  regulation applies only for machinery not man- 
factured in Pakistan.

2 . Exemption for BMR purposes is  also extended to shuttleiess looms and to looms of 
72 inches width and above in the te xtile  industry. Automatic cone-winders, how
ever, are excluded from the concession.

3 . Custom duty on plant and machinery for shoe manufacturing is  charged at the rote 
of 1 2 . 5  %  and reduced to £.25and O %  depending on the locction.

4 . Duty on hosiery needles has been reduced from 4o %  to 2o % .

5 . Duty on machinery imported under the Non-Repatriable Investment Scheme (N RI) 
has been reduced from 4o %  to 3o % .  In the areas of 2o %  duty imports, machinery 
under NRI scheme are e lig ib le  for 15 %  duty and in industria l estctes e lig ib le  for 
lo  % ,  the rate is reduced to 7 .5  % .

4 .2 .4  Export Incentives

When turning to export incentives, sales tax exemptions and rebates are the major in stru 
ments besides financial and promotional efforts which are dealt w ith later. Goods exported 
from Pakistan are exempted from sales tax. Fiscal export incentives acquire an important 
ro le , because they have to compensate negative competitive d ifferentia ls which Pakistani 
goods meet at world markets. Therefore, a combined import-export incentive strategy, the 
so called "draw- back"-concept, was created. The numerous complaints from the producing 
sector about the he ìg of this system prove that its application represents great d iff ic u l
tie s. In principle the export rebate is  to set off import duties and sales taxes paid for raw 
materials and machinery. However, the different proportions in each sub-sector and even 
product line make it  impossible to compensate the real import burden in each case. It 
is estimated that about 7/8th of the import surcharges are covered by rebates, so that 
production costs of Pakistani made goods with imported inputs suffer an increase up to 
l/ S th  when exported, instead of receiving net incentives. In future it  is intended to ex
clude imported materials and machinery completely from duties and taxes i f  they are used 
for manufacturing export goods. Before th is new concept can be put into action, extensive 
surveys need to be carried out to identify input-output-rations of the various export products.

Export rebates can be grouped into two categories w h i c h  a r e  to compensate tradable and un- 
tracable costs respectively. Compensatory rebates, applied mainly to textile and engineer
ing gooas, are to compensate untradabie costs for indirect inputs like machine cost, taxes, 
power, etc. These rebates are defined by the M inistry of Commerce. Rebates based on 
trcdaole costs, like direct costs and indirect taxes, are specified by the M inistry of F i
nance. I %  of the granted reoares is channelled to manufacturers' and exporters' associa
tions for research and aevelccment units. Thus, incentives for indirect development mec-
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sures go directly to the competent organizations, avoiding losses caused by Government 
redistribution schemes. Th is  new policy demonstrates the Government's readiness to stream
line foreign trade procedures and to improve the a va ila b ility  of raw materials at acceptable 
costs. W hile  in the past fiscal policy has been mainly revenue oriented, th is concept is  
more productivity and development oriented and lik e ly  to intensify promotion of back
ward linkages, which are essential for balancing Pakistan's production structure. A more 
costs oriented'ldraw-back" scheme contributes not only to higher exports but also encoura
ges import substitution and consequently the s t i l l  insignificant subcontracting in the manu
facturing fie ld .

Some of the most important aspects of export regulations shall be listed below:

-  S im ila r to the import side, expcr ters have to register with A ll-Pakistan Association of 
Trade or Industry or with a Chamber of Commerce and Industry of the area in which the 
applicant's firm is  located. Exporters, who are registered as importers do not have to 
register twice.

-  Essential commodities cannot be exported without special permission. However, with 
the exception of some skins and wetblue leather made from cow and calf hides in the 
leather sector, and unfinished and sem;f inished hockey sticks and blades in the sports 
goods sector, none of the other products of the sub-sectors are subject to export Iim i— 
tati ons.

-  Raw cotton including Desi cotton unless exported through the Cotton Export Corporation 
can only be exported through pub lie  sector agencies or with special permission. Thus, 
processing of agricultural products w ill be increasingly verticalized.

-  Commodities subject to minimum exporr price restrictions are most of the sports goods, 
a great number of surgical instruments, cutlery and carpels.

-  Q ua lity control restrictions are applied to electric fans, diesel engines and other pro
ducts of the light engineering sector, with some types of skins in the leather sector and 
with selected products from the textile  sector. G enerally, the quality of these goods has 
to stand up to the standards of the respective Pakistan Standards Institution Ordinance.

-  Cotton cloth is subject to price check and/or compulsory contract registration with the 
Export Promotion Bureau.

-  The percentage of rebatss granted to the sub-sectors in question reflects their degree of 
desirab ility for exports as well as their cost structure (especially when imported inputs 
are processed). Without intending to give a comprehensive picture, some percentages 
and brackets shall be mentioned for a number of representative goods.

. Rebates for texti*e products range from 7 .5  %  of FOB-value for yarn to 12.5 %  
for made-up te xtile s. The rebate increases with the value added accumulated in 
the exported product (degree of ve rtica liza tion).

»
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Table 4 .3 : Export Analysis Showing Low and High Rate of Rebate of Standardized
Items (1978/79 and 1979/8o; Exports In M illio n s  of US $)

1978/79 1979/80

Total Exports 1 ,7o9. 6 2, 364 .7
Manufactured Goods 1 ,1 5 6 .7 1 ,37o.9 (58 %  of Total)
Total Rebates Payed 16.8 38 .5

Low Rate Items with Highest Exports:

1978/79 I 979/80 Rebate Rate

1. Cotton Yarn 197.6 2o5,9 R .S .  1 per kg
2 . Cotton Fabrics 2 1 5 ,7 244,1 3 .4  %
3 . Carpets and Rugs 183.7 222.1 3 . %  f .o .b .
4 . Tanned Leather 125.8 127.7 3 .7  %  -  7 .5  %
5 . Petroleum Products 6 1 ,4 178.2 N i l
6 . Tents and Canvas 2 7 .7 31 .7 4 %
7 . Cotton Bags 11 .6 2o .0 3 .4  %
8 . Garments 34 .5 4 2 .4 8 .0  %
9 . Hosiery 12 .3 19.9 5 .2 5  %

lo . Cotton Thread 5 .8 7.1 3 . 0  %
1 1 . Towels 2o .9 25 .2 1.75 %  -  8.86  %

896 .9 1 ,1 7 4 .3 Incidence of rebate with
out pretroleum is  2 %  in 
1978/79 and 4 %  in 1979/8o

High Rate of Rebate Items:

1978/79 I 979/80 Rebate Rate

1 2 . Sports Goods 2 1 .7 25 .3 15 %  -  26 %
13. Surgical Goods 2 1 .3 24 .3 11 %  -  22 %
14. Footwear 9 .8 lo . 7 specific
15. Leather Apparel 

Engineering Goods '
1 .7 2 .6 9 %

16. 3o. 5 Зо.б specific
17. A rt S i lk  Fabrics 6 .5 5 .9 32 %
18. Chemicals 9 .5 15.0 22 %
19. Tobacco (manufactured) 5 .8 7 .4 specific
2o. Paper and Board 13.3 24.1 specific
2 1 . Sugar 2 7 .5 33 .7 specific
2 2 . Miscellaneaous Items 5 .3 6 .3 specific

152.9 185.5 Incidence of rebate is  11 %  
in 1978/79 and 21 %  in 
1979/8o.

1 ) The position of Engineering Goods exported is composed of railway carreages, ships
bulges (together 2o m il l . USS) and otners (1 0 m il l . U S S ) .

Figures are based on information obtained from Central Board of Reveue, Islamabad



. Exports of engineering goods are rewarded with a 12.5 %  compensatory rebate.

. Sports goods receive rebates between 6 %  and 16 %  of FO B-va lues when exported.

. Surgicai instruments and cutlery goods' exports are encouraged w ith rebates from 
11.25 %  up to 2 2 .5  % .  Th is high rebate reflects the significant proportion of 
imported raw material (steel) contained in  the products.

Rebates for te xtile  products vary from 1.75  %  for cotton towels to 32 %  of art s i lk  
fabrics. Hosiery goods are rewarded with Rs 1 .2o per kg when dyed and with 
Rs o .8o per kg when bleached.

Leather products receive rebates between 1 .o %  for vegetable tanned sheep and 
goat sk ins to 9 %  of finished goat and sheep leather and to 16 %  of FO B value on 
finished leather from cows and buffalos.

-  Other relevant regulations for the sub-sectors in question cover the fo llow ing aspects:

. Export commission above 5 %  can be paid to foreign importers In special cases.

. Minimum export volumes have been reduced to Rs 2 m illio n  for exporters who
want to set up the ir own offices abroad.

. In order to control the number of exporters, a registration fee of Rs l,o o o  has been 
fixed .

. A standard contract has been devised containing the basic conditions of export 
agreements.

The Pakistan Standards Institution w ill continue to develop minimum standards for 
product quality of exportable goods.

The registration of importers and exporters as well as quality control of export goods play 
an important role when endeavouring to improve standard and uniform ity of Pakistan's ex
ports. Together with the new policies In the "draw-back" practice and the other, later 
described export incentives (income tax advantages, export finance scheme), the continuous
ly  up-dated rebate system w ill assure that the targets for export w ill be promoted and import 
substitution in the running F ifth  Development Plan be achieved, (Table 4 .3 ) .

4 .2 .5  Deoreciaticn

The analysis of depreciation allowances revealed that this device cannot be qualified as 
a specific instrument for SSI promotion. W ith a few exceptions (ship b uild ing, mineral ex
p loitation), there is no sectoral or regional discrimination of depreciation rates. The main 
regulations are (%  per annum):

-  5 %  General buildings

lo  °o Factory or workshops (excluding go-downs, offices and residential quarters)
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lo  %  Furniture

lo  %  Machinery and plant (not otherwise specified). An in it ia l depreciation of 25 %  
on plant and machinery is allowed i f  i t  is  installed by June 1983.

2o %  Moulds.

Extra depreciation is  allowed in case of multiple sh ift working. Double sh ift working allows 
for 5o % , and trip le  sh ift working for loo %  increase of the normal depreciation rate. The 
lim it for claiming depreciation allowance of original cost of motor vehicles has been in 
creased from Rs 75,ooo to Rs loo,ooo.

Project examination fees charged by PIC 1C (o.5 %) and by IDBP are reduced for projects 
located in underdeveloped areas and not exceeding a loan volume of Rs 2 .5  m illio n  rates 
are:

3 / 9 %  PICIC
1/2 %  IDBP on bigger loans 
l/ 4  %  IDBP on smaller loans.

4 .3  Financial Incentives

G enerally, a m ix of various financial incentives is  offered to new or expanding industries. 
They can be distinguished according to the following crite ria :

-  ava ila b ility  of funds for enterprises unable to obtain financing through commercial 
banks

contribution to meet equity needs through special r isk/p ro fit oriented venture funds

-  grants to offset structural, sectoral, or regional location disadvantages

-  subsidised interest and debt service arrangements (grace period)

loan repayment guarantee offered by Government SS I promotion institutions to 
the lending institu tions.

For Pakistan's S S I,  the lack of funds for fixed assets and working capital is  the most strangu
lating bottleneck for expansion. Th is situation seems to stem from various influencing factors. 
F ir s t ly ,  capital for investments in industry is scarce. Th is applies to private venture capital 
as well as to bank and public funds. Secondly, on account of the modest profits in absolute 
terms, the se lf financing potential of most SS I units is strongly lim ited. Th ird ly , banks can 
only lend money against suffic ient collaterals, which are not available in most cases.
Thus, Government industrial promotion policy has to provide for conceptual and financicl 
means to ease loan fa c ilit ie s. Direct financing (through special loans, interest subsidies, 
or equity funds) and indirect incentives ( i.e . loan guarantees) ore the main instruments.
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Bcnkers Equity Limited hcs been founded to make up the rupee equity gap faced by private 
investors. The placement of remittances from abroad plays u most important role in this 
f ie ld . However, it  can be observed that a great part of this investment capital is  channelled 
into big public or private ventures. Th is is  partly due to the country's underdeveloped capi
tal market. Specific efforts made by Punjab's PSIC to win home remittance money for new 
investment projects in SSI projects, should preferably be redirected into general invest
ment funds in order to strengthen existing industries.

Pakistan's banking sector being nationalized, i t  should be comparatively easy for the 
Government to place minimum restrictions on the use of international and public loans made 
available to the banks. Especially interest subsidized foreign aid loans for the manufacturing 
sector should preferably be channelled to SSI applicants. As has been shown in the chapter 
of Pakistan's banking sector, these considerations have already been taken into account. 
Besides the public refinancing potential, private savings which are handled by the banks, 
should be analyzed under development c rite ria , too. Th is becomes even more important, 
when savings funds for investment migrate to different regions, in order to strengthen the 
provincial investment base, banksshould be persuaded to invest local funds into local pro
jects.

Besides the lack of available short and long term funds, the high cost of borrowed money is 
also a major concern of SSI enterprises. As sub-sector interviews have shown, there is  an 
increasing demand for interest free loans. Besides the re lig ious aspect of the question, a 
number of economic arguments for lower interest rates has been brought into discussion. In
creasing real wages, decreasing capacity u tiliza tio n  and shrinking profit margins in export 
oriented productions lead to a considerable squeeze in unit p ro fita b ility  which makes inter
est payments more d iff ic u lt. On the other hand, overall inflation and specific price increa
ses for manufacturing inputs and domestically marketable outputs should be able to over
compensate interest costs. Th is  fact contributes to reduce the real nominal rates. In view of 
the deteriorating p rofitab ility of the manufacturing sector, the Government has reduced the 
lending rate for financing fixed industria l assets from 14% to 11%. Rupee loans for the 
purchase of locally made machinery are charged at a rate of 8 .5  %  by IDBP. When 
looking at the composition of the total volume of financing for the SSI sector, it  becomes 
obvious that the share of long term loans should be increased more than short term working 
capital credits. Th is ,  However, w ill require more transparent cost calculations and book
keeping by the borrowers.

A loan guarantee system is practised for small manufacturing units through a consortium 
agreement between the provincial Small Industry Corporation (SIC) and the lending banks. 
Thus, the banks receive, besides direct collaterals from the borrower, an additional security 
on 5o %  of their credit volume handled by a S IC . As this share of the total grants to small 
units oscillates between 15 %  and 5o %  in the various provinces, only about one third of 
a ll SSI loans of the banking sector is guaranteed with half of its volume from the Govern
ment. The guarantee scheme is geared to increase the general a va ila b ility  o( investment 
funds for small manufacturers.

Grants in the form of non-repayable contributions to private investments or as cjmpletion of
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bank financing are not generally available for starting or expanding SSI businesses. As long 
as the prevailing participation of the public sector in total G N P and the shortage of savings 
for investment financing w ill persist, grants w ill not be an important instrument of govern
mental SSI promotion policy.

4 .4  Promotional Incentives

4 .4 .1  Institutional Framework

The definition of the institutional framework comprises the complete set of organizational, 
legal, and physical potential contacts which an entrepreneur might have before and/or after 
setting up his business. Thus, a wide fie ld  of sporadic or regular contacts come into the 
picture. It  is  intended to set out the systematic rather than the pragmatic side of Pakistan's 
institutional framework concerning S S I. There is a threefold reasoning for th is. F ir s t ly ,  
through intensive contacts and permanent negotiations of international lending agencies 
with Pakistan's banking sector there exists already a comprehensive knowledge about 
general set up and the functioning of this important part of the institutional framework. 
Secondly, a complete study on technology transfer has already been carried out. ^
Th ird ly , a mere enumeration of the complex and partly overlapping scenario of relevant in 
stitutions would not be very constructive; a more qualitative description is ,  however, im
possible on the basis of a few weeks' fie ld  work. Apart from th is, a great deal of the com
plaints and suggestions made by the interviewed firms have become redundant after the re
cently introduced new policy of streamlining and sim plification of sanctioning procedures at 
various Government levels.

Basically, the institutional framework has to be analysed under three different aspects:

institutions and organizations dealing with SSI concerns

laws and regulations promoting or restricting SSI activ ities

-  procedural aspects of information, communication and sanctioning activities between 
the institutional framework and the SS I applicant.

In order to give an idea of the complex system of interaction existing within the institutional 
framework, i t  is advisable to differentiate in two mote directions. F ir s t ly ,  one has to sepa
rate pre-operational from current communications between SSI and the industrial framework. 
Secondly, these relations have to be further distinguished for the various production fac
tors.

1 ) Th is research work on technology transfer, specifically in the te xtile  sector, carried 
out by a study group of IACP during 1979/8o, describes precisely institutions, mech- 
nisms, and procedures involved in technology transfer and in the setting-up of new 
industries.



- 42 -

For the individual, mostly inexperienced ind ustria list, it  is  almost impossible to get a clear 
picture of the necessary institutional contacts to be pursued. A promoting organism should, 
therefore, channel the communications between the entrepreneur and relevant institu tions.
For this purpose, Small Scale Industry Corporations (SIC) have been created w ith in the pro
vincia l governments. The organizational channelling of contacts is completed by a physi
cal channelling which is made possible through the instrument of industrial estates.

W ith the two elements (SICs and industrial estates) Pakistan's SSI development policy is  in 
possession of the classic instrumental layout with respect to the organizational aspect of 
the institutional framework. Through sanctioning procedures, consortium agreement with 
commercial and development banks, and throught the promotion of training and common 
fa c ilit ie s in industrial estates, the applying ind ustria list can u t ilise  the services of his 
SIC-Organization in order tc satisfy his needs for information, communication, and 
sanctioning from the institutional framework.

Before looking at the legal aspect of Pakistan's institutional framework for SSI development, 
different requirements of the various production factors have to be mentioned. For each 
production factor of a SS I un it, different in stitu tio na l, legal, and procedural aspects with 
different relative importance and with different periods of importance have to be taken into 
account , analyzing the complexity and interdependence of the various factors and 
their relationship to the institutional environment. Legal and regulatory aspects are deal* 
with in  specific chapters (sanctioning of industries, import- and export-regulations, regu
lations for general SS I promotion and financing, e tc .). They represent the "soft-w are" 
part of the SSI incentives scheme. The analysis of the various laws and regulations shows 
that this side of Pakistan's institutional framework is  satisfactorily equipped.

Procedural aspects should gain the highest attention when evaluating the adequacy and effec
tiveness of Pakistan's institutional environment for SSI development. W hile it  appears to be 
re lative ly easy to insta ll the organizational set up and to create a soft-ware package of 
laws and regulations, the implementation and maintenance of an information, communi
cation and sanctioning apparatus seems to be the most challening tcsk. Here, the theore
tical pattern of procedural layouts on the one hand and the actual human behaviour of their 
executors, on the other, should be distinguished. As the institutional framework is  dominated 
by public sector organizations, a specific legal, operational, and motivational work style 
is developed. Representative contacts with relevant development organizations, the banking 
sector, and with entrepreneurs led to the conclusion that this working style can be described 
by some important characteristics. Public employees are obliged to proceed w ithin p re-fo r- 
mulated, mostly written ndministrative procedures.Due to poorly developed standards con
cerning c iv il servants performance, there is a strong inclination to avoid risk s . Usua lly  
only negative results and wrong decisions become known. Partly due to an unfavourable 
salary structure, auto-motivation and inclination to help the small industria list are not 
fu lly  developed amongst c iv il servants and bank employees dealing with the SSI sector. 
Endeavouring to change this attitude which by the way is a world-wide phenomenon, is 
cumbersome and very d iff ic u lt. Reorganization of procedural layouts, intensification of 
information and communication as well as broadening of individual incentives, competen
ces and responsib ilities should contribute towards gradually increasing effectiveness of 
public sector performance towards SSI development. Introduction of manuals, training
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seminars for SSI officers and information about linkages to neighbouring organizations have 
proven to contribute to this objective as well as the ind ividual's gradual awareness of his 
role in the building-up of his country. Discussions with c iv il servants and bank employees at 
different levels showed that the potential for motivation is  wider than commonly believed.

4 . 4 . 2  Organization of Labour Force and Employers

4 .4 .2 .1  Trade Un ion Policies on Employment

A great number of interviewed entrepreneurs voiced the opinion that trade unions have strong
ly  contributed to an exaggerated labour orientation of economic policy in the early seven
tie s. Social security schemes and labour legislation are considered to be too far developed 
for the actual stage of the manufacturing sector. In the last years, however, influence and 
presence of the trade unions seem to have diminished, so that an increasing number of re
presentatives of the three groups (Government, trade unions, employers) show themselves 
prepared to enter into a constructive dialogue.

On the occasion of a nationwide trade union seminar some of the team members had the 
opportunity to learn about the major objectives of actual labour policy ' .  The neutral 
and  constructive atmoshpere of the seminar must be stressed. Among general socio-econo
mic appeals, these were the main points of discussion:

-  Trade unions should participate in planning and implementation of employment polic ies.

-  W hile  the actual F ifth  Development Plan mentions only production targets and the num
ber of sk ille d  workers needed, the next plan should also contain general employment 
targets.

Instead of putting too much emphasi' on financial schemes for industrial investments, 
more attention should be given to the demand side of the economy. An increased pur
chasing power on the domestic market would automatically contribute to an expansion 
of production, and, as a consequence, of employment, too.

-  Social security system funds should be channelled Into productive investments and job 
creation.

-  The Government should implement more effective policies for job creation, training 
and job security.

-  Collective responsib ility of trade unions and employers should iead to revised curricula 
for technical and vocational training.

Preference should be given to small industry ventures, mainly in v illages, in order to pro
f it  from locally available raw materials and markets, with a view of reducing internal 
migration.

1) A P FTU /IC FTIJ  Seminar on trade union policies on employment, Laiiore, bept. 17th—18th, 
198o
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Technology should be adapted to local a b ilit ie s and requirements. Computer systems and 
highly capital intensive plants should not be encouraged.

-  Present outdated machinery should be replaced and closed industries should be restarted, 
regardless of cost.

-  Female ¡ob opportunities should be created in c itie s, starting with ready-made garment 
factories and pre-medical jobs in hospitals. Rural social welfare health centres should 
be created.

-  Instead of creating new un its, production should be increased in existing under-utilized 
factories.

-  Enterprises should be reorganized so as to create a democratic basis for communication 
between employers and employees.

-  Employers should institu tiona lize  an incentive system to encourage higher production 
and productivity.

These claims show the labour representation's accordance with the Government's general in 
dustria lization policy. For promotional activ ities in the SS I sector, depending on the active 
collaboration between Government agencies, entrepreneurs and labour force, there seems 
to be mutual agreement in a ll parties involved.

4 .4 .2 .2  Entrepreneurs' Expectations Towards Development Policy

Discussions with representatives of employers' associations led to the impression that people 
are aware of necessary changes, but do not know, how and in which direction ind ustria li
zation policy should be developed. It appears thot a general consent has not yet been 
reached on a global development model indicating the importance of SSI and applicable 
instruments for its promotion. Suggestions are, therefore, basically restricted to isolated 
measures which should be taken by the Government to ease existing bottleneck situations. 
The Lahore Chamber of Commerce and Industry has sent a policy paper to the Federal Go
vernment with the major suggestions of Pakistan's entrepreneurship U .

Contrary to the demand oriented proposals made by the Trade Unions, the Chamber stresses 
the importance of fiscal and budgetary policies for the nation's economic development.
It  expects an investment oriented budget to result in rapid industria liza tion, bringing 
about production increase and the creation of new job opportunities. Besides incentives 
for investments, the Government's policies and general attitude should encourage entre
preneurial r isk  taking and promote economic growth. Increase of production and improvement 
of productivity should be stimulated by appropriate fisc a l, monetary and labour polic ies.

1) Lahore Chamber of Commerce and Industry, Lahore 198o, "Proposals for Federal 
Budget 198c/81".
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In accordance with the Trade Union's policy, the Chamber does not call p rim arily for new 
industries. Production and productivity targets should be achieved by:

-  optimum production in the existing industrial units and u tiliza tio n  of idle copacity,

-  removing bottlenecks and procedural d iffic u ltie s for the establishment of new units, 
including finance and incentives.

Before looking at some of the most important suggestions, it  has to be noted that Pakistan's 
Chambersof Commerce and Industry have a very high level of representation. Even fa ir ly  
small firms belong to their regional Chamber. The analysis of the Chamber's policy state
ments, however, leads to the conclusion that on the whole, the proposals made to the 
Government take mainly account of the interests of the sub-sectors' medium an * big sized 
un its. The majority of fisca l, taxation, credit and labour questions do not relate to the day- 
to-day life  of small businesses. However, in the light of this report's major recommendations, 
the Chamber's preoccupations come into play. They are divided into the following steps:

-  fiscal and monetary policy
-  investment policy
-  taxation policy

import and export policy
-  duties and tariffs
-  labour p o licy.

The major proposals for fiscal and monetary policy are:

-  Channelling of bank credits according to saving potential of the region where funds 
are collected. Th is implies delegation of more competences to regional offices with 
regard to sanctioning procedures and solving of problems.

-  Clean overdraft lim its are suggested to be removed from the actual Rs 5o,ooo.oo to 
Rs. one lakh.

Interest rates of commercial banks should not exceed 8 %  for the industrial sector.

-  Industries should be allowed to draw cash credits against stocks and spare parts.

-  Banks should pay interest on the margin amount deposited by the importers from the date 
of opening letter of credit t i l l  the margin is  adjusted with the prr >entation of docu
ments. The margin of letters of credit should not exceed lo  %  of industrial imports.

As the Chamber does not agree with the results of the recent investment policy of the 
Government, some suggested changes are listed below:

-  Custom duties on imported machinery should be removed.

-  Exports of raw materials and semi-finished goods should be discouraged in favour of 
finished products.
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Local industry should be afforded complete protection from imported goods, by restrict
ing the current liberal import policy.

-  Sanctioning procedures for new industries should be sim p lified. Existing industrial estates 
should be further equipped with infrastructure. New estates should be established in 
areas apt for manufacturing industries.

-  The geographical zone of promoted regions ( i.e .  Te hsils  '  Punjab) should be restudied. 
An additional export processing zone is demanded at Lahore.

Taxation policy recommendations concentrate on the taxation of various forms of income, 
such as corporate taxation, taxation of interest, royalty and technical fee, depreciation, 
capital gain, etc. Most of these items do not apply to SS I including recommendations on 
individual taxation.

Import and export policy proposals are contradictory in some aspects. However, it  is inter
esting to compare the Chamber's claims with the Government's relevant intentions. The 
Chamber believes that restrictive import policy contributes towards harmonizing the nation's 
production pattern. Apart from balance of payments oriented considerations concerning im
port substitution, gradual import restrictions on engineering goods are believed to develop 
and encourage the technological a b ility  of the domestic industry. W hile  the import of 
consumer goods should be prohibited, imports of capital goods, tools, equipments and 
components for assembling should enjoy total exemption of duties. Raw materials should be 
charged with a nominal duty. On the export side, the actual rebates should be streamlined.
It  is  interesting, that no demand for marketing fa c ilit ie s has been expressed.

The pursued labour policy is considered to mainly account for the country's reduced industrial 
a c tiv itie s. Inflation of benefits and privileges did not automatically contribute to reduce 
the lack of d isc ip line, irre sponsib ility  and absenteeism. W hile  capacity u tiliza tio n  fe ll to 
65 % ,  an explosion of workers' expectations made the solution of productivity problems 
even more urgent. In order to create a greater sense of responsib ility and higher labour e ff i
ciency, the following is  suggested:

-  Facilitastion of existing procedure for termination of employment. At present it  is 
prarically impossible to dismiss personnel.

Link labour benefits with production and profit, in the sense "no p rofit, no bonus".

Open new training fa c ilit ie s. The paper, however, does not enter into problems re
lated to migration of sk ille d  labour, and no indication is found regarding introduction 
of a compulsory training programme for a ll industrial sectors and with participation 
of every industrial un it.

-  Not allow non-employed professional labour leaders to become members of labour unions 
at unit level or to hold meetings inside the factories.

The Chamber's proposal paper claims that about 2o %  of the labour cost account for social
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security scheme, education fees, and employees old age benefit scheme, of which no bene
f its  would reach labour d irectly. The abolishment of a ll these schemes is suggested and 
alternativesto protect the interest of the workers in the fie ld of social security and old age 
benefits indicated.

Ta lks with labour union representatives, members of employers' associations, and competent 
Government officers in the relevant m inistries demonstrate a general awareness and readi
ness to start systematic and continuous negotiation with the parties involved in labour re
lated problems. Necessity is  fe lt to f irs t  gather a ll information needed to describe the 
actual structure and intensity of communication, regulations, and common practices. In 
a second phase possib ilitie s should be looked for to include the great number of unreached 
small industrial units into a comprehensive social security system.

It  is  further suggested that the Government invites representatives of trade unions and emplo
yers1 associations on various regional and hierarchic leve ls, w ith a view to creating a ba
s is  for mutual understanding and cooperation. ILO  has shown interest to support relevant 
programmes on the workers' side. It can be assumed, that considerable improvements in la
bour relations, and thus in overall manufacturing productivity can be achieved by taking 
advantage of the common approach to the problem. O n ly  at a further stage would cost 
effective programmes call for financial means, wnich then, however, could be offset by 
additional productivity gains. Various commissions in  the public sector ( i.e .  Labour Com
mission, etc.) can serve as on organizational platform for the discussion of pressing prob
lem areas as w ell as for policy proposals to the federal legislator and the implementing 
provincial bodies. Small Industry Gorporatiorsshould be activated towards collaboration in 
order to secure integration of SSI problems right from the start.

4 .4 .3  Small Industry Corporations(SICs)

Before analysing SS I specific development instruments in the four provinces, it  has to be 
stated that Pakistan's functional,organizational and financial development set-up for small 
and medium sized manufacturing units qualifies as fa ir ly  sophisticated, when compared with 
other developing countries. It has a considerably long tradition (more than 15 years), shows 
good penetration (2o industrial estates) and has several hundred officers with broad SSI ex
perience. It is  natural that SICs in the more industria lized provinces of Punjab and Sind 
are bigger than the ones in the less developed provinces of NW FP and Baluchistan. Th is , 
however, does not necessarily mean that the latter work with less effic iency.

As the Federal Government's contribution to SSI development is restricted to general guide
lines (expressed in the F ifth  Development Plan) and to refinancing of the provinces' SSI 
development expenditures, the SICs can be characterized as the principal coordinating 
body for SS I matters. The actual discussion, whether an SIC  controlled small industries 
development bank should substitute or complete the actual lending structure (commercial 
banks, IDBP, etc.) demonstrates that a tendency exists to unite the three major develop
ment instruments into one executive body.

Industrial estates and common fa c ilit ie s (hardware) as w ell as training and extension service 
fa c ilit ie s (software) are already provided by the SICs. The consortium agreement with the
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lending institutions according to which loan applicants for SS I Financing should prepare 
and channel the ir documentation through SICs and sanctioning decisions be taken in  the 
Technical Advisory Committee, where both SICs and banks are represented, demonstrates 
the already existing influence of the SICs on the lending procès*. W ithout wanting to enter 
into the discussion about the necessity of a new SSI bank at th is moment, it  can be resumed 
that the institutional and operational structure of the SICs are adequate and seem to be 
suffic ient for the SS I development objectives of the F ifth  Development Plan. Problems experien 
ced in coordination between lending institutions and S IC 's may be sorted out by re
formulation of duties and responsib ilities of the partners.

Under organizational aspects the SICs of S ind, Punjab, and N W FP are independent, state 
owned corporations, w hile  in Baluchistan the Directorate of Industries is  s t i l l  d irectly inte
grated into the Government. The existing trend to substitute the Directorate by a corpora
tion should be encouraged for various reasons, mainly because of increased f le x ib il it y .

The SICs receive the ir funds from two sources and spend them in a twofold way. The main 
financial contribution comes from the provincial yearly budget, where the allocation for 
the SIC  is contained in the expenditure provided for the manufacturing sector. The bigger 
amount of the funds is  generally reserved for "cap ita l" (investments) and the smaller for 
"revenue" (covering of cost). Apart from th is source, additional money can come from eco
nomic activ ities of the S IC , mostly fn the form of profits from service centres. In order to 
obtain a clear picture of the potential and the real contribution of the SICs regarding SSI 
development, available figures should,be analysed under various aspects.

A f irs t  criterion to evaluate adequacy of the actual d istribution of development funds is  to 
identify how much money goes into hardware (industria l estates, common fa c ilit ie s), soft
ware (training extension services), and long term (fixed assets) -  or short term (working 
capital) loans for small manufacturing un its. For this purpose, SICs and commercial banks' 
efforts have to be merged. The available figures show the 198c/81 investment and expendi
ture budgets for the four provinces and the loans handled out to SS I during 1979/8o by the 
banks concerned.

Amount in million Rs.
Utilization according to develoo- 
ment function Institution

1 ,oco fixed investment (3o %  and 
working capital (7o % )  loan;

Commercial Bcnks 
IDBP

45 investments in industrial estates 
and common facilities

SICs of Sind, Punjab, 
NW FP, Baluchistcn

15 exDenaiture with SICs oerscnnel 
for training and extension ser
vices and administration

SICs

Additional information on SICs oerrormcnce can ce obtained from Table 4 , 4  . Fora tote! 
of ebeut oo,oco SS! units in Pakistcn, there are 4 corporations with 11 zonal offices count
ing a rotci staff of 3,2co (244 professionals) available in 2o industrial estc^es end 21 service 
cenrres plus 2oo otner deveioomenr centres. A limited number of coo units (o.75 %  of total



Table 4.4: SMALL INDUSTRIES CORPORATIONS OF PAKISTAN (Figures of 198o)

Province /  Name S IN D  (SSIC ) P U N JA B (PSIC ) N .W .F .P .  (3IDB) B A LU C H IS TA N (SIW ) T O T A L

Heudguof te is /  Yeai of Establishment Karachi (1972) Lahore (1962) Peshawar (1972) Guetta (1972)
Zona l O ffices 2 5 4 - 11

Sta ff /  Professionals 285 ( 2o) 1 ,9oo (2oo) 3oo ( 14) 75o ( lo ) 3 ,2 3 5 (244)

Estimated Number of S S l-U n it s 3 0 ,0 0 0 4 5 ,ooo 5,5oo Ó O O Ü 1,1 oo

Total A sse ts/  f  ixed Assets (m illio n  R s.) 32 ( 11) 2o4 ( 57) 45 ( 2o) 14 ( 6) 3oo ( 94)
Development Expenditure (m illio n  R s .)  198o * - 6 0

3 1 .4 s
" ,  2) 6 .7 5 2 .7  3)

Non-Development Expenditure (m illio n  R s .) 2 .0 5 .2

Number of In d o sh io l Estates 3 7 8 2 2o

Total S i je  of A l l  Ind. Estates (acres) 25o 4oo 285 no operated by S IW 935
Number of P lo ts (%  allocated) 9oo (3o % ) 1 , 3oo (6o % ) 1 , 2oo (3o % ) 3 , 4oo (4o % )
f i lm s  Operating /  Under Construction 45 ( 2o) 26o (15o) 66 ( 45) 371 (215)

Common fa c ilit ie s  and Tra in ing  Centies:
-  Service Centres (Tota l) 4 8 8 1 21

Te x t ile  Centies ) (closed) - 8 - 9
Leather Centies 1 (Hyderabad) 1 (Gurjanwala) - - 2

Metal W u ik in g  Centies 1 (leased) 2 (G u rja n w ./ S ia lk . ) - - 3
Sports Goods Centre - 1 - - 1

-  Handicraft Centies i 6 6 55 68
-  Caipet Centres - 78 18 36 132

-  Handiciaft Shops 1 7 2 1 1!
-  O ther Centres - 11 - - 11
-  Vocational Tra in in g  Centies /  Tia inees 6 (175) 13 (148) 3 ( 78) 2 ( - ) 24 ( 4o l )
-  Tra in ing  Centies /  Trainees 8 (38B) Ó (8o7) 8 (1 o8) - ( - ) lo ( 1 ,3o3)
-  N o . of Teachers u . a . 465 u .a . u .a . -

-  N o . of T iu inee s /  Year 3 ,2 8 9 5 .1 3 3 1 ,1 3 3 499 o ,o34

Estimated S S I Loan* (m illio n  Rs) 1, ooo

Foreign Assistance:
-  Advise lS - 11 32 Man Years
-  G iants - 4 .1  m .R s. ( W .G e r. ) 2 .0 m .R s . (W .G erm . -
-  Loans (1 DA) - 3 6 .5 m .U S t - -
-  Loans (W .Germ any) - 4 .8 m. DM - -

0  Additional 3 m illio n  R s. are geneiuted through S S IC  services
2) Total S ID li budget is  lo  m ill io n  Rs. (b m illio n  R s. for investments, 5 m illio n  Rs. for sta ff cost)
3) Total S S I related expenditure is  estimated at 6o m illio n  Rs. in  19Bo
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SSI jniverse)nre located or under construction in industrial estates. No more than 2 %  
of a ll SSI f i rms are reached by loans and credits for fixed assets and working capital needs.
10,000 trainees jo in  yearly the SSI labour force, estimated at over 2 m illio n  workers.

4 .4 .3 .1  Sind Small Industries Corporation (SSIC) , K arachi

The SSIC was created through the Sind Small Industries and Handicrafts Development Cor
poration Act in 1972. A fter the abandonment of the denomination "handicraft", attempts 
were made to concentrate primanly on units working with industrial production methods. 
Nevertheless, a great number of firms supervised by SSIC  officers s t i l l  belongs to the Infor
mal sector, better known as cottage or household un its. No specific survey of the SS I sec
tor and of SSIC  activ ities has so far been conducted. Therefore, information is based on 
interviews and available miscellaneous documentation on the Corporation.

The staff employed by SSIC  in June 1979 was broken down In the following categories:

15 Management and senior officers 
1 Professional staff-economist 
4 Other professionals 

174 Other staff 
91 Peons, etc.

285 Total

Out of the 2o professional staff members, 11 were located in the Karachi Head O ffice and 
9 acted as fie ld  officers. Taking into account that at least lo  of the professionals were 
occupied with management functions and assuming that extension services should be provi
ded by professionally qualified and experienced specialists, it  is obvious that the impressive 
number of 285 staff members does not necessarily represent a sufficient service potential 
for SSI units. Th is argument gains more importance when looking at the main SSIC  tasks 
as stated in the 1972 Act, i .e .  to provide:

credit fa c ilit ie s to small entrepreneurs 
training fa c ilit ie s 
marketing fa c ilit ie s 
designs and services to craftsmen 
developed plots in the industrial estates 
advisory services.

Th is work programme has to be related to the estimated 3o,ooo to 35,ooo SSI units in Sind 
in order to evaluate the possible influence a corporation like  SSIC  may have on the sector's 
development. Regarding the figures of past performance in the form of supervised projects, 
the real potential of SSI development policy becomes apparent.
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1976 1977 1978 1979

Projects under supervision lo 6 1 12 15o 8o
Number of projects visited 79 86 11  o 6o
Number of v is its  to projects 278 327 4o9 2oo

Th is statement refers only to follow-up activ ities concerning loans. It can be assumed, how
ever, that the majority of firms receiving any kind of services from SSIC  was also granted 
a loan for fixed investment or for working capital needs. When introducing tne money com
ponent, i t  is  interesting to identify the sources of the corporation's funds. Besides loans 
from the central and provincial Government, grants from the provincial Government and 
other miscelleneous incomes (interest, sales, etc.) finance the SSIC  budget. The various 
income and expenditure accounts show the following totals:

Table 4 .5 : Totals of Income and Expenditure Accounts (m illion Rs)

Year Major Expenditures Major Incomes Total of Account

1974/
1975

3 .2  purchases 
1 .5 salaries 
0 .7  depreciation 
o .7  interest

1 .6 g rant-in-a id 
o .4  interest 
4 .1  sales

7 .8

1975/
1976

2 .3  purchases 
1 . 6  salaries 
o .7  depreciation 
o .7  interest

1 .5 grant-in-a id 
o .7  interest 
3 .5  sales

7 .6

1976/  
1977

2 . 2  purchases 
1 . 6  salaries 
o .7  depreciation 
o .7  interest

2 .6  g rant-in-a id 
o .4  interest 
3.1 sales

7 .9

1978/ 
1979

Dn .a .
0 .3  Government loan 
3 .8  grant-in-a id

5.1

1979/
198o

n .a.
o .4  Government loan 
4 .7  grant-in-a id

7.o

1 ) n .a . = not available

A general impession of the potential and efficiency of SSIC  development activ ities may be 
obtained by comparing the importance of the following factors:

-  number of SSI units in Sind (approx. 3o,ooo -  35,ooo) 
loans disbursed to SSI units in 1979/8o (Rs 35o m illion)



-  number of SSI units supervised by SSIC  in 1978 (15o)
-  SSIC  staff (285 total, 2o professionals, 91 peons, etc.)
-  expenditure potential of SSIC  (Rs. 7 m illion)
-  125 persons trained per year by SS IC .

The possib ility of in itia ting  a substantial change in SSI in Sind appears rather lim ited. It  has 
to be found out, whether SSIC  w ill be able to create a demonstration and m ultip lie r effect 
through selected target groups and selected development instruments. The situation is charac
terized by a declining output of SSIC  services, reflected by the nominally stagnating and, 
in real terms, decreasing budget, and increasing governmental grant-in-a id payments.
These funds are allocated in various fie ld s.

Industrial estates have traditionally the greatest needs for investment funds. SSIC  has 3 
bigger estates (Sukkur, l lo  acres; Larkana, 59 acres; Hyderabad). Plot sizes range from
3,ooo sq .ft, to 18,ooo sq .ft. In Sukkur , 23 units are working, while 11 units are under 
construction. Lakkar shows 14 units working and 6 under construction. The pace of coloni
zation is  very slow. No technical services are provided. There are 3 more industrial parks 
with sizes of around 5o acres in more remote areas. They comprise 35 plots each with an 
average size  of 5,ooo sq .ft. Plots in SSIC  estates are generally available on hire purchase- 
lease basis. A fter a 3 years' grace period costs are recovered through monthly instalments 
over a period of 23 years. In some cases, built-up and ready-to-occupy workshops measur
ing 6oo sq .ft, in area, are available on s im ilc r scheme. As SSIC  does not work with pro
perly established and equipped common fa c ilit ie s and training centres (as compared to 
PSIC ), technical services are restricted to about 35 projects carried out a ll over the pro
vince. Technical know-how is provided in modern production techniques as well as in 
product design. The activ ities cover most of the traditional sub-sectors, mainly based on 
craftsmen a b ilit ie s. The Light Engineering Service Centre has Rs o .8 m illio n  worth machi
nery Installed, while equipment of the Lecther and Footwear Centre values at Rs. o.25 
m illio n .

A ll these centres train a yearly average of loo to 125 people of local o rig in . Part of the 
trainees is absorbed by the private sector, others stay with the Corporation , and a few 
set up an own business. It is questionable whether the creation of new very small units 
is suitable in the non-handicraft sector. Its positive and negative impacts w ill be discussed 
together with the recommendations of this report. Marketing services are mainly restricted 
to the sale of handicraft products on purchase or consignment basis in the existing 5 sales 
and display centres. It was observed, that a good deal of quality products do not appear 
in these shops. The entrepreneurs' explanation is  that they fear competition and copying 
by their competitors. Marketing techniques in the broader sense of this instrument, is not 
taught to small industria lists.

Th is also applies to management, administration techniques, finance and bookkeeping pro
cedures. SSIC 's advisory services concentrate predominantly on pre-operationd activ itie s. 
Firms seeking loan financing are aided by general marketing and project fe a sib ility  studies. 
Furthermore, the Corporation explains procedural aspects of the loan and functions as a 
representative of the firm v is -d -v is  the bank. These services are free of charge for the 
applicant. The number of yearly requests range from 15o to 2oo. G enerally, the contacts
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with the small industria lists are fa ir ly  personnel intensive. Apart from service involvement, 
SSIC  participates indirectly in the applicants' r isk  of the loans which are handled through 
the Corporation. It guarantees a loan upto 75 %  inthecaseof IDBP and upto 5o %  in case 
of other commercial banks, to cover the r isk  of bad debts. For this r isk  taking the Corpo
ration receives 1 %  p .a . of the disbursed amount. Th is amount is held by the financing 
bank in order to build up a bad debt reserve. According to statements of various commer
cial banks, the percentage of SSI loans handled by SSIC  does not exceed 2o %  of the to
tal number of loans disbursed to th is category.

Before setting up a new industry the applicant has to f u lf i l l  several prerequisites. The main 
regulations are cited from the Corporations' Investment Guide:

-  You must either possess land in an industrial area or should obtain it  through the 
concerned agencies or by private arrangements.

-  You can set up an industry on leased land or rented build ing, subject to non-eject
ment certificate covering the duration of loan.

-  You must have the technical know-how or be in a position to engage such persons.

-  You must have financial resources to invest fu lly  or partia lly In the project.

-  The proposed project should be technically and economically feasible.

SSIC  complains about the banks' strongly security oriented selection approach. It has, how
ever, to be questioned, whether the Corporation does have the professional, qualitative and 
quantitative potential to soundly examine an annual 15o to 2oo projects, in  quite different 
sub-sectors and locations. It is  fe lt that the advisory department should be reinforced to 
meet this important task.

SSIC  has undertaken the courageous effort to work out an operational masterplan for the 
next 2o years. According to the plan, the following results are foreseen for the f irs t  5 
years' period:

-  A yearly number of 5o to 6o units should be served.

-  The proposed projects w ill create 2oo job opportunities per year in different job 
categories.

-  The projected number of trainees reaches 5oo per year. They w ill be taken over by the 
public sector.

-  Rs. lo  m illio n  credit fa c ilit ie s are needed per year, generating investments of the p ri
vate sector of Rs. 15 m illio n . Thus, the private sector w ill generate an additional 45o 
job opportunities.

The annual costs of about Rs. 25 m illio n  are divided into Rs. 2o m illio n  for investments
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and R$ 5 m illio n  for operational costs. The latter w ill Increase proportionately in  later 
phases of the plan.

It  is expected that training institutions w ill generate saleable products at a value of 
Rs. 4 m illio n  per year during the f irs t  5 years' period.

The masterplan Is not e xp lic it enough on operational aspects of the future SSIC  performance 
and givesthe impresssion that emphasis is  put on development of cottage and household units. 
The ir requirements for services and advisory structure are different from those of properly 
run small manufacturing un its. It  is ,  therefore, recommended to complete the masterplan 
with a detailed definition and characterization of the target groups envisaged, followed by 
clear operational job and project descriptions for the advisory personnel dealing with the 
c lients. The masterplan shows on the whole a fa ir ly  stagnant tendency, thus confirming 
the impression gained from the analysis of recent years' SSIC  performance. Even i f  there 
is  no p ossib ility  or Intention of increasing funds for the Corporation, i t  appears that the po
tential for an increased efficiency through organizational and motivating measures is not 
yet fu lly  exhausted. These reserves should be mobilized Dy a reorienta;ion of the actual 
organization which should be worked out in an operational masterplan.

4 .4 .3 .2  Punjab Small Industries Corporation, Lahore (PSIC)

PSIC is the most traditional and experienced organization for SSI development In Pakistan. 
The Corporation was sponsored by international financial and technical aid programmes 
from the very beginning. The basic strategic concept was laid down in the early s ix tie s 
and revised in the PSIC Act of 1973, when PSIC succeeded the former WPSIC organization, 
which covered the western Pakistani te rrito ry . The original plan of action already showed 
a very modern structure of SSI development policy. It was divided Into three basic functions: 
research, advisory services and architecture. O n ly the economic studies' sector was staffed 
with 8 officers whose salaries at the time were comparatively high. The advisory service 
department comprised counsellors in the fields of chemistry, accounting, business manage
ment, and marketing, including a training section for entrepreneurs. The architecture de
partment, was responsible for the planning and setting-up of the various industrial estates 
and common fa c ility  centres. Before this organizational background and provided with con
siderable IDA financing, a systematic and basically successful industria lization process was 
started in Punjab. The yearly allocation for SSI purposes in this province amounts to more 
than double of the total outlays of the three remaining provinces. The advisory service 
wing alone comprises 42 staff members, a number of whom being highly qualified.

Besides the important task of participating in the formulation of an adequate SSI develop
ment policy, PSlC 's main functions are focussed on:

-  Setting up of Industrial esrates (even though the greatest part of the small firms are 
located outside. These companies can also receive PSIC services.^

-  Setting up of common fac ilities/tra in ing centres- inside or outside industrial estates.
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-  Encourageîng small businesses to settle in less developed areas.

-  Formulating and implementing training schemes for artisans and small industria lists.

-  Promoting and marketing of SS I products (own structure for commercialization).

« Undertaking a census and surveys in the fie ld  of S S I . Executing market and product 
research for specific industries, including project fea sib ility  studies.

-  Appraisal of applications for new industrial establishments and expansion projects. 
Advisory services related to loan applications.

Th is wide range of services is covered by a planning and executive staff of various orga
nizational units:

1 head office, small industry advisory service and design centre 
5 zonal offices 

lo  d istric t/d iv isiona l offices
-  8 service centres
-  83 handicraft and carpet centres
-  7 industrial estates.

Development expenditure has increased continuously during the last years from approximately 
Rs lo  m illio n  in 1975/75 to about Rs 3o m illio n  at present. From the relation between non
development expenditure (mainly operating costs) and the volume of capital outlays conclu
sions can be drawn concerning the Corporation's development strategy. W hile  in the other 
provinces operation cost do not stay below 3o %  of the total SSI promotion expenditure, 
costs for PSIC sa laries, tra ining, transport, etc. account for less than lo  %  of the budget.
It  is questionable as to whether this repartition between "hardware" (investments in b u il
dings, equipment, etc.) and "software" (advisory services, tra in ing, etc.) represents the 
most effic ient distribution of the re lative ly scarce development funds, especially in the 
light of the recent performance of industrial estates and technical centres.

PSIC statistics reveal that between 1972 and 1979 a total of about 1,3oo SSI units have 
been sanctioned, creating 25,ooo job opportunities. Fixed investments of Rs 73o m illion 
(including Rs 21o m illio n  loans) have contributed to a Rs l,7 o o  m illio n  worth capacity 
in the Punjab manufacturing sector and cottage/household un its. In this context about Rs.
85 m illio n  were invested in PSIC a ctiv itie s. The only way of assessing PSlC 's contribu
tion to the creation of the additional jobs and the expansion of production capacity is to 
carry out a survey amongst the supported and non supported small entrepreneurs. The ir 
judgement of the ava ilab ility  and adequacy of PSIC services may inform on the su itab ility  
o f the Government's SSI development policy and contribute to create a tailor-made 
action programme for the coming years. Interviews carried out in the context of this study 
revealed that a considerable number of industria lists do have different ideas on how their 
problems should be handled in the future. A more demand oriented approach would pro
bably further increase the efficiency of governmental development funds.
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The current action plan of the Corporation calls for:

Promotion of new small industries in the privcte sector, mainly in the fie lds of agro- 
based industries, light engineering industries, and export oriented te xtile  industries 
(ready made garments, hosiery and knitted goods).

Elaboration of direct development plans in order to identify industrial investment 
opportunities based on local development potentials and markets.

-  Publication of information about possible investments in  Punjab, focussing 
on Pakistanis liv ing  abroad.

These operational objectives can be achieved by applying simultaneously a v j . rety of instru
ments, as follows. In the f irs t  instance, advisory services are provided in the form of pre- 
investment counselling and guidance to prospective entrepreneurs. In 1979/8o, roughly
6,000 interested investors were attended. Th is impressive figure demonstrates that great 
emphasis is s t i l l  put on units of the cottage and household industry group. In the light of 
an intended more qualitative and selective approach,in a later chapter recommendations 
w ill be developed with the objective to reduce the above mentioned number or, at least, to 
separate small manufacturing units from cottage industries. The advisory service wing in
forms about general investment opportunities, advises prospective investors in relevant 
fie ld s, assists in the preparation of various types of documentation as well as in loan appli
cations and offers general consultancy to already set-up industries in the areas of production, 
marketing, and administration. In general these services are free of charge.

Financial assistance for existing and new industries regarding fixed and working capital 
requirements is provided in the form of a consortium of PS 1C with commercial banks and 
IDBP. Long term loans can be obtained fo ra  period of 7 to 1o years. Working capital and 
modernization credits are provided for a period of 3 to 5 years. According to various sources, 
about 5o %  of a ll loons to SSI units are handled by PS!C . Th is proportion is  three times as 
high as that given for Sind. Special attention is paid to the investment potential provided 
by Pakistanis liv ing  in the G u lf region and in Europe. The idea is  to offer thoroughly pre
pared investment opportunities in selected sub-sectors in the form of turn-key projects. 
Several PSIC delegations to the G u lf region and to Europe have met with a liv e ly  demand 
for these projects. Approximately 2oo applications, tota lling investment commitments of 
more than Rs 3oo m illio n , are filed with the Corporation. In the long run, however, it  is 
questionable when bearing in mind the existing tough competition in most of the sub-sectors, 
whether it  is advisable, to continuously create new production units. The stric t channelling 
of th is capital into modernization and expansion of already existing businesses should be 
ensured by means of strong supervision and eventually with a r isk  sharing scheme by PSIC .

As Pakistan's population and the country's economic and settlement structures offer a great 
potential for promoting a strategy of auto-centred regional development, great emphasrs 
should be placed on the further elaboration of d istrict development plans. O nly a careful 
evaluation of the differently structured regions' development potential, completed by a 
description of the demand pattern of the mostly rural population, can guarantee a proper 
u tiliza tio n  of the available development means. The integration of the various sub-plans 
w i l l  eliminate the danger of competitive productions and f in a lly  lead to a complementary 
sub-contracting oriented industrial structure of the province.
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PSIC has created a considerable network of industrial estates and technical training centres.
A total of 7 estates has been established, most of them are s t i l l  in the course of foundation.
The estates situated in Gujranwala, G ujra t, S ia lko t, Lahore, Bahcwalpur, Faisalabad, 
Sargodha, Jhelum and Sahiwal host only a very small portion of the estimated 45,ooo SSI 
units of the province. According to a PSIC statement, only 2 %  of this number is reached 
by active promotion measures. Thus, industrial estates acquire a more demonstrati /e than 
actually helping function. In particular, the schemes for setting up mini estates in the 
Barani areas serve as a proof of the Government's objective with respect to the industria l 
development of those backward areas. As shown later, PS IC  s understanding of the industrial 
estates concept reflects the traditional approach. Physical infrastructure, zoning considera
tions and the establishment of common fa c ilit ie s attract most of the Corporation's attention, 
w hile specific requirements for continuous extension services and training of entrepreneurs 
seem of less importance. Thus, the industrial estates had but minor sp in-off or m u ltip lie r 
effects. The concept and actual management of the estates appear too in flexib le  to take ad
vantage of the effects of a proper nursery estate. The policy is reflected in the low "so ftw are"/ 
"hardware"-ratio of the PSIC budget of less than lo  % .

The main features of the two most developed estates of Gujranwala and Sia lkot may serve 
to characterize the principal development concept of PSIC 's industrial estate policy. The 
Gujranwala Industrial Estate (G IE) was created in 1961 and is  supposed to be the most 
rapidly completed estate. The total of lo3 acres is divided into 291 plots, which are a ll 
sold. A total number of 214 projects created 5,4oo jobs absorbing an investment of 
Rs 68 m illio n  which generated cn annual production capacity of Rs 18o m illio n . Light en
gineering industries (87) followed by textile  producing units (46) represent half of the secto
ral distribution w ithin G IE . A number of lo 2  artisan workshops, each measuring l,2 o o  sq .ft , 
cover 45 %  of the total area.

The Sia lkot Industrial Estate (SIE) with 98 acres of land was established in 1961, too. How
ever, this estate took considerably longer to develop. Out of a total of 322 plots, 281 have 
been allotted and 221 only been colonized. W ith 86 completed projects, less than half of 
sanctioned projects (184) have in fact gone into operation. Projects are generally bigger 
than in G IE . According to PSIC calculations, the 184 sanctioned projects are expected to 
create 6 , 8oo employment opportunities with an investment of Rs loo m illio n , which is to ge
nerate an annual production capacity of Rs 22o m illio n . Surgical instruments (78), sports 
goods (25), textile  (15) and light engineering industries (14) are the biggest production 
sectors in the sub-sector composition. It should be mentioned that the investment/capacity 
ratio of almost 1 : 2 does not appear very promising, especially when taking into account, 
that the fe a sib ility  reports usually overestimated the production capacity. As machinery 
and equipment of most visited units are fa ir ly  modest, it  can be concluded that fixed in 
vestment into buildings is  out of proportion when compared with the average production 
output. Lack of working capital, high ratio of fixed costs and generally also high unit pro
duction costs are the inevitable consequence. Th is was confirmed during the interviews 
carried out by the sub-sector experts.

Most other industrial estates are in an even less favourable situation, principally due to their 
d iffic u lt and partly unattractive location for industrial activ itie s. Th is fact, however, should 
not discourage PSICs efforts to decentralize industrial growth in direction of backward areas.
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It  is  rother discouraging to look at the common fa c ilit ie s and training centres, o rig ina lly  
so well conceived. The centres (for specific sub-sectors like  leather, ceramics, metallurgy, 
light engineering, cutlery, sports goods and rubber and plastics) were started w ith techni
cally adequate equipment and well designed action programmes. In the course of time, the 
more progressive industries adopted the-centres' pioneer technology. A ll of these SC’s have 
fu lf ille d  the envisaged planning tcrgets; "A ss is t and Develop S S I" .  Technology transfer has 
been executed, common fa c ility  services provided and manpower was trained. Through ex
tension services the private sector was developed and could reach it 's  present importance.

However, nowadays a great deal of the service centres' product and process technology is  
outdated with the resu lt that by the actual policy service and training centres are converted 
into mere industrial production un its, partly competing with the private sector. The moderni
zation of service programmes and machinery in accordance to the changing demands has 
obviously been neglected. Lacking motivation amongst a number of qualified officers appears 
to increase the tendency of the centres' decreasing productivity. The Metal Industries 
Development Centre (MIDC) in  S ia lkot alone employs 111 persons, out of which 31 ere 
sk ille d  and 22 unskilled workers. The available space is not fu lly  u t ilize d , additional ad
equate and modem machinery is needed for several teaching and service functions. The 
number of jobs completed stagnated between 1974 and 1977 (about 2o,ooo per year) and 
then continuously dropped ( I6 ,ooo in 1979). Though the turnover increased s lig h t ly , growth 
does not cover in fla tion. For regular trainees (2-years' courses) lo  openings are sanctioned. 
The effective output dropped from lo  in 1975, to 3 in 1979. A s im ila r tendency can be 
observed with short-course (3 months) trainees (1972: 2o; 1979: 1) as well as w ith graduates 
of a 6 months' Dehi Mazdoor course. As there are only a few other vocational training 
fa c ilit ie s available, a recovery of M ID C 's traditional potential should have absolute p rio rity .

The Leather Institute in Gufranwala is  practically out of operation. No services are rendered 
to the industries, and the production rhythm has slowed down to almost zero. The in stitu te 's 
administration has made strong appeals to PSIC demanding either new orientations or the 
closing down of the centre. The Gujranwala Light Engineering Service Centre occupies a 
production space of 2 1 ,25o s q . f t . , with a total staff of 56, of which 15 are technical, 1 6 
sk ille d  and 25 treinees. The training activ itie s gave the impression of being properly organized, 
while the progress chart of common fa c ilit ie s shows a decline of one third in relation to 
1974/75 activ ities.' The centre is trying to use idle capacity by commercial and subcontracting 
jobs. Trainees have immediate emoloyment opportunities in the private sector. Seme cf them 
stay with PSIC . On the whole, extension-service and training functions cf the existing 
centres lack dynamism. M inor investments and a general reorganization, however, could 
reactivate the former development potential w ith in  a re la tive ly snort scan of time. The pre
va iling  tendency to mcke the centres independent through profit orientetien cannot ce re
commended. Extension services and training have strong nursery and demonstration compo
nents. They should be reactivated without the obligation to be cost covering. Short term 
profits automatically lead to neglection of strategic development objectives, i .e .  in the case 
of the cited examples, the provision of extension services to SSI units and the execution cf 
training programmes to meet the industrial sector's needs for sk ille d  workers. Technical advi
sory services are to be offered free of charge. The number of advisory joes amounted to 225 
in 1972/7?, thougn the rerriered sen/ices exeeded only s lig h tly  those performed by 282 
jobs In 1971/72. So le ly in tne carper weaving sector, with 72 carpet centres and a yearly 
output cf 2 ,ooc treinees, can a systematic aooroach to cuiid up a professional ootenticl be 
ocservec. In tnis sector another PSIC function has shown consiberacle success: Marketing 
efforts, including f irst steps into exports, nave resulted in continuously growing sales M972:
7s 1 .2  m illio n ; 1973: Rs 3c m illio n ! with satisfactory profits. Final I y , the Dehi Mazaocr 
scheme wnicn provides technical training for rurcl workers, has graduated l,3 5 o  trainees 
since its foundation in 197*5.
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4 .4 .3 .3  N .W .F .P .  Smoll Industries Development Board, Peshawar (S1DB)

N .W .F .P  has a fa ir ly  recent industrial tradition. A small agriculture oriented population 
(12  %  of the country's total population) scattered over a topographically d iffic u lt territory 
with modest natural resources, does not represent a market volume that encourages indus
tria l investment in this province. Nevertheless, there has been a noticeable development 
in the last years, in the course of which market oriented smaller units were set up and 
bigger industries became inclined to sub-contracting .The provincial Government's SS I de
velopment is reflected by a well conceived and properly managed promotion policy. Look
ing at specific sectors, e .g . te xtile , leather, light engineering for agricultural implements 
and repair jobs, there are excellent opportunities in Peshawar as well as in more remote 
rural areas. In some areas (Bannu for leather, Kohat for metal working), new industries can 
re ly on highly developed craftsmanship as a source for sk ille d  labour at reasonable cost.
The favourable business climate, as a result of the Government's pursued policy and the 
attitude of class representatives (Chamber of Commerce, etc.) should be able to compen
sate the politica l reservations sometimes made with respect to border te rrito rie s.

Between 1947 and 1975 industrial investments in the provinces have brought 263 units with
43,ooo jobs to the area. 66 projects were installed between 1947 and 1959, 129 in the 
s ix t ie s , another 68 between 197o and 1975. Almost half of the factories were installed at 
Peshawar. In 197o, N W FP 's share in Pakistan's industrial sector amounted to 3 %  of the 
factories, 11 %  of the fixed industrial assets, 7 %  of industrial employment and 8 %  of 
industrial production. These key figures demonstrate that investments In this province are 
generally more capital intensive and mostly bigger than in other regions. Above average 
labour productivity confirms this conclusion as long as it  is not entire ly attributable to the 
reknowned motivation and capability of the NW FP workman. Out of the 147 units in opera
tion (with above lo  employees ea:h), 53 belong to the textile  sub-sector, 32 to food manu
facturing and 12 to the metal working sector. The leather sub-sector with more than l,5 c o  
units contributes with the modest number of 3 factories producing leather or leather goods.

The SSI promotion body SID B was formed in 1972 with the following objectives:

-  establish and manage small industrial estates

-  establish and manage training-cum-production centres in various sub-sectors

-  provide technical guidance and advisory services free of charge (including technical 
and economic feasib ill studies)

-  arrange and sanction long and short term loans for SSI units w ithin a consortium arrange
ment between the Board and Commercial Banks and IDBP.

Industrial estates have been erected in Peshawar (51 acres), D . l .  Khan (29 acres), Mardan 
(3o acres), Abottabad (19 acres) and Khalabat (2o acres). Two more estates w ill be provi
ded for Kohat (5o acres) and Bannu (59 acres). Including the latter, a total of 1,155 plots 
of four different categories are available to interested investors. W ith respect to the a l
ready established estates, out of a total of 782 plots, 422 are allotted to prospective in 
dustria lists. They w ill host 153 factories. 74 are already in existence, 15 units closed down
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and 62 are under construction. Excluding the new Kohat and Bannu estates, 339 of a total 
of 782 plots are available. What re a lly  counts, however, is  the number of factories in ope
ration, the amount of fixed asset investments and loans spent on the ir erection, and fin a lly  
the employment created by and the total output of these industries. For lack of common 
fa c ilit ie s and local advisory services, the estates are reduced to mere urban zoning policy.
When taking into account that the total number of SSI units estimated by S ID B amounts to 
5,4oo, the activ ities of the Board acquire more demonstration and development promoting 
characteristics. These constraints should be taken into account when selecting candidates 
to be sponsored.

There is  only one service centre like  the Punjab ones in Peshawar, i .e .  the Pak.-German 
Wood W orking Centre. Another wood processing centre is  under way in Havelian. For a 
light engineering and metal centre to be located in Mardan, f ir s t  project studies have 
been completed. Th is centre could render the existing estate more attractive and serve 
local needs for repair and other fa c ilit ie s. The Pak.-German Wood W orking Centre is 
considered to satisfactory combine extension service, common fa c ility  training and pro
duction. Trainees are inspired by the re a listic  atmosphere of the factory and are expected 
to integrate themselves easier into the production process at the end of the course. Actually 
27 trainees attend the d iffrent programmes. A more advanced training is  offered to skilled  
workers who want to become supervisors and instructors (3 .5  years' course). Due to mixed 
financing and the existence of German technical and financial cooperation, i t  is  d iffic u lt 
to judge the p ro fita b ility  of the undertaking. Th is , however, should not be a major concern 
with respect to SIDB in view of its stric t nursery development fundction.

The centre serves as sub-ccntractor to local industries against cost covering charges. It 
helps at the same time to analyse and solve problems of these companies. Other centres, 
like  the ones for wool spinning, carpet, embroidery and kn itting  (more than 3o In total) fu l
f i l  very specific tasks In training and production, basically at handicraft leve l. Although, 
they can also provide for sk ille d  labour required in Ind ustria lly  organized te xtile  manufac
turing ventures, the output of qualified trainees is on the whole s t i l l  very lim ited and bcsi- 
cally restricted to the traditional fie lds of te xtile s. Some more emphcsis is cctuclly being 
put on the sub-sectors of leather, food-processing, end metal working.

Though SID B handles only a certain pert of e ll SSI locn apolicaticns, its activ ities ere not 
restricted to firms settled in the Industrial estates. Amongst other regional incentives, the 
fact that only 3o %  equity is required makes the province attractive for new Industries.
From 1977 to 1979, out of 5oo to 6co apoliccticns, 89 were fu lly  carried through and re
commended to the competent lending institutions demanding a Icon volume of Rs 31 m illio n .
The banks sanctioned 27 applications and disDursed a total of Rs 9 m illio n . S ID B activities 
have improved in securing financing over the last years. The tendency to trad itiona lly big
ger investments In NV/FP becomes clear wnen comparing ID3P with PICIC outlays for the 
2o4 comccnies with more than lo  emdoyees. Between 197o and 1978, IDBP sanctioned 
Rs 78 m illio n  ¡disbursed Rs ¿1 m illio n) while PICIC sanctioned Rs 122 m illio n  ('disbursed 
Rs 1 co mii i ion .

It is interesring ro note, that 321 related development expenditure ‘Rs 5 m illio n  SIDB stc:- 
ccsts cr.c anotner Rs 5 m illio n  cevelcoment costs) reoresenrs approximately So z'o of me ioar- 
volume to  oe sanctioned in feveur of SID B applicants. Calculating that this emeunf stcnc;
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for one third of the total amount to be disbursed by the lending in stitu tio ns, the ratio of 
development expenditure (SIDB budget) to total capital outlay Is considerably higher than 
that in Sind. W hile  th is fact may be considered positive, demonstrating a service oriented 
approach to SSI development, members of the Chamber of Commerce in particular, explain 
it  with the phenomenon that in NW FP the portion of savings going out of the province is 
considerably higher than that Involved in lending. It has to be found out whether this is a 
problem of lacking investment opportunities or whether the banks must be critic ised for a rt i
f ic ia lly  reducing the credit potential in  N W FP. Another claim, made by Chamber represen
tatives is the financing of existing "s ic k " units. Most of the credit is  said to go into new 
investments. Th is argument would have to be examined case by case, withoutneglecting 
the fact that credits channelled into expansion projects often show a more favourable r isk /  
p ro fitab ility  ratio than loans for new ventures. In a way the Chamber's desire to reduce 
equity requirements from 3o %  to 2o %  contradicts this argument.

4 .4 .3 .4  Directorate of Small Industries, Government of Baluchistan

SS I environment in Baluchistan is  substantially different from that in other provinces. There 
is no Corporation to serve small manufacturing units of the private sector. A so-called D i
rectorate of Small Industries is  concerned with small industries of the public sector and at 
the same time represents a ll other Industries of the private sector, regardless of their s ize . 
In practice, only Government ruled units obtain the Directorate's attention. Since its 
creation in 197o, the number of industrial units rose from 9 to 94, comprising

1 wool spinning centre
-  36 carpet development-cum-training centres
-  49 embroidery centres (including 2 leather embroidery centres)

2 sales depots
6 other miscellaneous centres.

The potential for the development of private small enterprises is fe lt to be rather lim ited.
In order to offset the lacking in itia tive  the Government created the above centres in partly 
very remote locations. A second characteristic is  the concentration on specific sub-sectors, 
mainly on textile  bases. The effect of this policy can be illustrated with the example of 
the 36 carpet centres. They are spread over 14 d istric ts, having trained l,o 6 7  persons bet
ween 197o and 1976. 35o have found work in the said centres. A ctua lly , more than l,7 5 o  
persons are working there, 1,315 as trainees. The production units have been continuously 
Increasing their output. Sales rose from Rs 68,000 in 1975, to Rs 46o,ooo in 1977.

The Directorate employs 2,2oo persons, lo l stationed in the Head O ffice . A pecularity is 
the high proportion of female employees (628); it  reflects the Directorate's orientation to 
sub-sectors related to the textile  industry. A great part of the women work on a piece-rate 
basis. The structure of the Directorate's budget has changed fundamentally during the last 
decade. In 197o, Rs 5oo,ooo out of a total of Rs 800,000 were spent on investments. In 
1978, non-develooment costs (salaries, etc.) represented the biggest part (Rs lo .7  m illion) 
of the budget (Rs 11 m illio n ). It has to be analysed, in how far the actual budget can be 
qualified as development activ ity, and to which extent it  is  to be considered as assisting 
the unemployed population in rural areas.
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There is only one industrial estate In Quetta (besides the atypical one at Hub). Industries 
in this estate do not receive much services and advice from the Directorate. It could not be 
found out whether a change in the actual development policy (accompanied by a conver
sion of the Directorate Into a corporation) would promote the Government centres and p ri
vate investment. Especially In distant places, cottage industries could attend the needs of 
the local market (te xtile , food processing, repair jobs, etc.) or trnsfo rm  regionally avai
lable inputs like  leather, wool, .narble, wood, etc .). There is  no great hope for imme
diate results of SSI development policy In Baluchistan. For the moment, the population has 
found ways that guarantee its su rv iva l. In the long rut., however, a systematic development 
concept should be introduced in order to integrate ‘ orovince more closely into the rest 
of the country.

4 .4 .4  SSI Loan Financing and the Banking Sector

SS I loan and credit schemes acquire a twofold significance in Pakistan's manufacturing sector 
development strategy. On the one hand, financing is themost important development instru
ment, both in volume of funds and number of industrial units reached. Th is , however, is 
nothing surprising, since everywhere subsidised loans are one of the most applied SSI in stru 
ments. On the other hand, and here Pakistan's development concept differs considerably 
from those in a many other countries with ambitions for industria liza tion, financing is  also 
considered to be the most effective one. If  a decision is  to be taken as to whether a loan 
should be granted to a non-experienced applicant witn the necessary equity of 3o % ,  or to 
a highly trained and qualified specialist without the required investment contribution, 
according to a high development offic ial preference is  given to the unexperienced entrepre
neur. Especially in small ventures, this appears an ambiguous approach. In many cases, a 
proper professional education, sometimes to be acquired even abroad, calls for considerable 
amounts of money. Thus, a part of the entrepreneur's equity may be considered as invested 
in favour cf his tra ining. On the other hand, deficient management Is supposed to waste up 
to 3o %  of Rs 1 m illio n , the owners equity share, w ith in 1 -  2 years' company operation.
A well run company is supposed to reach higher turnovers w ithin c shorter time and to make 
profits, or at least avoid losses, in this case, a lack of equity would be compensated by e ff i
cient management. As it  is  rather d iff ic u lt to appraise an applicant'squalification at f irs t  
sight, the Small industries Corporations provide screening and monitoring services in order 
to promote the business and to inform the bank of unplanned risks in due time. When looking 
at SSI policy th is way, loan finance lose: it  characteristic as an end in itse lf and becomes 
a naturcl although secondary consequence of other service oriented development instruments.

Pakistan's banks are nationalized. Industrial loans and credits are provided mainly by 5 com
mercial banks end 2 specific institutions (IDBP for SSI loans and PIC 1C for big industries). 
More than 6,5oo branches collect savings throughout a ll provinces and maintain credit re
lationships with approximately 1 m illio n  account holders, more than half of whom belong 
to the agricultural sector. As per March 31, 1979, credit users showed the following 
distribution:



Table 4.6: Credit Situation of all Pakistan Banks

Economic Groups
N o. of 

Accounts
Amount of 
Advances

%  of Total of 
Advances

Agriculture, Forestry, Hunting 
and Fishing

5 9 3 ,97o 5,123 13.8

M ining and Quarrying 1,539 227 0 .6

Manufacturing 21,454 1 5 ,18o 4o .9
-  (Textile ) 5,5o9 6 ,297 17.0
-  (Leather) 549 299 0.8
-  (Metal Products, Machinery, 

Electrical Machinery
1,89o 1,217 3 .3

Construction 11,232 7o8 1 .9

E le c tric ity , Gas, Water 4 ,324 226 0.6

Commerce 1 31,865 9 ,288 25 .7

Transport, Storage, Communicatior 13,22o 487 1.3

Services 96,938 3,338 9.1

Grand Total
(State Bank of Pakistan)

l,o 6o ,9 55 37,o52 loo .o

The number of deposit accounts exceeds 13 m illio n , 9o %  of which are below Rs. 5,ooo. 
Saving accounts reach almost 11 m illio n , totalling Rs 21,ooo m illio n . Foreign banks have 
emended credits to 7,3oo companies to the amount of Rs 2,7oo. 13 %  of the accounts are 
held by clients from the manufacturing sector; they received 68 %  of the total advances 
granted by foreign banks. Advances to the manufacturing sector (Rs 15 ,18o m illion) are d is
tributed according to rates of interest as follows:

Table 4 .7 : Advances to Manufacturing Sector Classified by Rates of Interest 
(As per March 31st, 1979)

Rate of interest in % Advanced amount (m illion Rs.)

00 .00 425
o3. oo 781
o7.5o 52o

ooO
'o 533

lo . 25 594

o o 739

oo 9 ,642
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W hile  advances at 14 %  interest represent 64 %  of a ll loans and credits forwarded to the 
manufacturing sector, advances at this rate to the total of economic groups reach only 
5o % . Industry pays thus higher Interest rates than other sectors. W ith respect to b il ls ,  
on March 31, 1979, the manufacturing sector participated with 1 %  (17o) in number and
o.7 % (Rs 2 .5  m illion) in amount in the banking sector's stocks. Sub-sector interviews 
showed that the majority of small industries Is without any bank account. The above figures 
do not exactly indicate the number of units using bank relations, since many companies 
maintain accounts with different banks.

There is a general awareness of the fact that SSI financing is inadequate in volume and kind. 
However, the Government, together with the State Bank of Pckistan (SBP) and representa
tives of the industrial sector, have not yet reached an agreement on future SSI lending.
Th is concerns

-  the amount of short and long term loans to be made available to SSI

-  interest rates according to sub-sector, s ize , and location of the applicant

-  securities or guarantees to be provided by the borrower or by a development body

-  usefulness of link ing  other development instruments (industrial estates, advisory and 
extension services) w ith a credit.

A f irs t  step has been taken by SBP through a so-called Small Loans Scheme for Businessmen 
and Industria lists. Th is programme defines small loans as:

-  a ll loans irrespective of amount provided to industrial units with fixed assets (excluding 
land), whose original investment does not exceed Rs 3 .0  m illio n ,

-  any loan up to Rs loo,ooo provided to small businesses and firm s.

It  was intended to ease and speed up small loans procedures for starting and running com
panies. For this purpose, SBP started in 1972 to set mandatory targets for SSI loans. These 
rose for a ll groups (agriculture, business, industry, housing) from Rs. 456 m illio n  In 1973/74, 
to Rs. 2 ,o l2  m illion  in 1979/8o. Business and industry receive roughly 5o %  of the small 
loan programme. It  has to be noted, however, that most of these loans have gone to busi
ness and commerce rather than industry, mainly because the former maintain traditional 
contacts with banks. Loans for fixed investments account for about one third of the lendings 
to business and industry. The remaining two thirds are shorter term credits, mainly for work
ing capital requirements (see Table 4 .8  )• in order to motivate commercial banks to inten
s ify  SSI lending, a Credit Guarantee Scheme has been set up by SBP providing credit 
guarantees up to 5o Vo of the amount disbursed. Another scheme, involving provincial 
Small Industries Corporations prcm ises to be more effic ient. Here, SICs would promote 
loans to S S I,  analyse and apraise project applications and fin a lly  guarantee up to 5o %  
of their recommended commercial bank loans and up to 75 %  of the respective IDBP loans. 
Th is consortium agreement represents the basis for cooperation between the SSI development 
corporations and the banking sector. W hile  SICs w ill be responsible for project fea sib ility
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and Its general recommendation under economic and development aspects, the commercial 
banks w ill analyse the applicants' creditworthiness. Problematic cases w ill be discussed by 
a technical advisory committee. However, the fact that considerably less than 5o %  of the 
SSI loans is handled by the banks without any participation on S IC 's side and the latter's 
repeated intention to create the ir own Small Industry Bank leads to the conclusion that the 
actual procedure does not meet both sides' requirements. A PSIC sta tistic , showing that 
only 2 %  of the Punjab SS I units are reached by loans, might complete this pictureas it 
allows to assume that the clients with the most need are not served either.

According to data provided by the Pakistan Banking Council on the activ ity of the nationa
lized banks under the SBP Small Loans Scheme between Ju ly  1979 and June 198o, their 
advances to the industrial sector amounted to Rs 73o m illion  which represents one third of 
the total credit outlay to small firm s. Rs 53o m illio n  serve working capital purposes. In order 
to identfy the specific situation of the five sub-sectors dealt with in this report, a survey 
has been carried out by the Pakisran Banking Council. Aggregated results are shown in 
Tables4 .9  and 4 .1 o . It should be noted, however, that the various sources often quoted 
differing figures for the same item. Nevertheless, certain conclusions may be drawn from 
this Information: F ir s t ly ,  banks are involved in SSI lending to a differing extent. Secondly, 
certain banks maintain larger credit relations with the five sub-sectors (up to 5o %  of total 
advances to SS I) than others. Th ird ly , a declining participation of the five sub-sectors (from 
32 %  in 1977, to 17 %  in 198o) in commercial banks SSI loans can be observed. There are 
good reasons to believe that the figures provided to the Banking Council are not complete. 
Nevertheless, personal Interviews with various banks lead to believe that the above men
tioned three conclusions are reasonable. Unfortunately, no information was available on 
the regional distribution of SSI advances. Government offic ia ls and representatives of 
chambers of commerce of Punjab, Baluchistan, and NW FP complained, however, that the 
amount of savings leaving their provinces is substantially above the sum of loans and cre
dits handed out to companies in these regions. The Peshawar Chamber of Commerce states 
that only 3o %  of the provincial savings was invested in N W FP. It therefore demands that 
not only the total bank deposits of the province's inhabitants but also a ll premiums collected 
by insurance companies be rechannelled into the province's industrial development. Punjab 
suggests to move the Headquarters of at least one commercial bank to Lahore, not only to 
avoid the drain of local resources but also to speed up decision taking in normal SSI loan 
procedures. There is a general complaint of the length of credit procedures on account of 
the fact that a ll engagements have to be approved by Karachi Headquarters. Often they 
take up to two years and in the meantime prices of machinery and other input factors might 
have risen, making in it ia l fea sib ility  and loan reauirement calculations obsolete. Such price 
rises are generally covered by equity which then lacks as working capital making the entre
preneur's start-up even more d iff ic u lt.

The prevailing loen and credit conditions are not particularly appreciated oy the small 
entrepreneurs interviewed. F irs t  of a ll,  there should be easier access, specifically to 
working caoital loans. It is  often cumbersome and expensive to provide the securities de
manded by the banks. Furthermore, the loan/equity ratio of o ffic ia lly  5o : 5o as required in 
PSIC documentation is beyond most applicants' possib ilities and interest. In N W FP, entre
preneurs ask equity requirements to be reduced to 2o % . Th is question, however, can o r'iy 
be solved in combination with a reorientation of the whole system of incentives. A so-cailed
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"accompanied loan scheme" (funds are only disbursed together with extension services) would 
meet the banks' safety needs and improve fund u tiliza tio n . Most of the loans are granted for 
a period of 2 to 5 years. The investment in fixed assets can certainly not be recovered 
within this span time, taking into account the prevailing competition in the sub-sectors as 
well as most companies' poor productivity and financial performance. To avoid a diversion 
of funds, a system could be worked out by which the applicant receives equipment and/or 
raw materials instead of money. Such procedure would have to be decided by S lC sor the 
pertinent regional offices (industrial estates). The question of interest rates appears to be 
d iffic u lt to solve. To start w ith , many entrepr ineurs are reluctant to paying interests at 
a ll for re lig ious motives. Others consider the actual interest rate of 11 %.too high. Th is 
might not necessarily be true for working cap ta I credits. Fixed investments, however, do 
not immediately generate liq u id ity  to pay the required interest. Even after a grace period of 
2 or 3 years, turnover very often stays considerably behind investment. Th is situation could 
be less aggravating i f  loans were provided only for ventures with strong comparative advan
tages in less competitive markets.

Another source of SSI financing are IDBP loans, both in  national and foreign currency. How
ever, although PICIC and NDFC are mainly geared towards bigger industries, IDBP, too, 
serves larger un its. Out of a total number of 187 applications approved in 1978/79 (value 
of Rs 547 m illio n ), lo 3  loans (Rs 31 m illion) were for new SSI units while 44 applications 
(Rs 314 m illio n) came from large establishments. From the bank's start until 1978/79, it  
approved 3,72o  loans with a lending volume of Rs 3 ,326  m illio n . W hile  S S I's  share in the 
total of new units oscillated from 8o %  to 65 %  back to 7o % , their participation in the 
yearly annually registered total amount of units dropped from 25%  to 21 % , settling at lo  % . 
Out of a ll applications made since beginning (3,72o), only 26 %  were handled by provin
cial Small Industries Corporations. During the last three years, this ratio dropped to less 
than lo  % . As a re su lt, it  can be resumed, that neither lending institutions nor SICs are 
properly prepared to meet S S I's  financial requirements. A new strategy for selecting appli
cants and different loan types w ill have to be developed in the near future.

4 .4 .5  Tra ining Schemes and Fa c ilitie s

SS I requires training both for labour and entrepreneurs. Advance of training in general ma
nagement, marketing, finance and production management is  only offered by a few specia
lized courses at the universities of Lahore and Karachi. The service combination required 
for SSI development, consisting of carefully planned and tuned advisory services, exten
sion services and proper training programmes, is  not found in Pakistan. Th is is certainly 
one of the major reasons for the poor performance of most smaller businesses.

Programmes for vocational and advanced professional training have to meet the twofold re
quirements of the labour market: On the one hand, the increasing demand for sk ille d  and 
sem i-sk illed  workers, mainly in rural areas, calls for a growing supply of better trained 
labourers. On the other hand, job opportunities for migrant workers absorb a considerable 
portion of training course graduates. It is yet to be found out, in how far returning migrant 
workers can contribute to satisfy domestic needs for better trained and experienced labour.
For the time being, the outflow of hundreds of thousands of sk ille d  and se m i-sk ille d , mostly
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highly motivated workers, drains the country's labour market. Between 1974 and 1979, o 
total of 215,ooo artisans (welders, masons, carpenters, electricians, mechanics, etc.) 
leaving the country were registered with the Bureau of Emigration and Overseas Employ
ment.

Th is figure has to be related to the lo,ooo annual training vacancies available with 
(Table 4.11):

24 Government Vocational Institutes
11 Technical Tra ining Centres
21 Centres of the Overseas Workers Foundation
3o Centres of the Manpower D ivision (Crash Tra in ing Programme)

-  297 Industrial Establishments Operating Apprenticeship Programmes.

According to calculations of the National Tra in ing Bureau the demand for sk ille d  workers 
both, at home and abroad, w ill reach 80,000 by 1983. By the same time, only about
51.500 sk ille d  workers w ill havegraduated from existing training institutions so that some
28.500 vacancies for technicians and sk ille d  workers w ill s t i l l  be le ft. The N TB  has pre
pared a project according to which lo,ooo workers per year w ill be trained in various SS I 
concerned fie ld s. The existing labour capacity would thus be doubled. In addition, some
1 , 3oo instructors could be trained at the same time through investments in the following areas:

-  Tra ining infrastructure

Construction, furniture and equipment for the office of the National Tra ining Board 
(N TB) and the National Training Development Institute (N TD I) .

Industrial training

Construction, furniture and equipment for 6 new training centres to be located at Ka
rachi, Hyderabad, Lahore, Islamabad, S ia lko t and Mardan. Réhabilitât.on including 
extensions and equipment for 22 existing training centres.

Instructor training programme

Inplant training programme.

Costs per trainee are calculated at Rs 3 ,2 4 4 . Investment and start-up costs are expected to 
reach Rs 43o m illio n  out of which Rs 23o m illion  are hoped to be made by IBRD/lDA assis
tance and UN DP grants.

One of the well organized and effic iently working institution for advanced professional 
training is the Pakistan Industrial Technical Assistance Centre (PITAC) in Lahore, where 
about 35o trainees are being acquainted with modern machines and sound design and pro
duction techniques. Branches in Karachi, Peshawar and Quetta, however, are mere 
administration offices.

There is nc doubt that in almost c il trades aualified and experienced labour is scarce. Th is

1) National Vocational Training Project, Ju ly  198o



Table 4 .11 : O U T P U T  O F TR A IN E E S  FR O M  TH E FO R M A L G O V E R N M E N TA L  T R A IN IN G  S Y S T E M

PR O V IN C ES

Government Vocational 
Institu tes

Technical Tra in ing  
Centres

Overseas W orkers F ounda- 
tion Tra in ing  Programmes

Industria l
Establishments

Crash Tra in ing 
Programme

N o . of
Unti tutes

O utput of 
Trainees

N o . of 
Centres

O utput of 
Trainees

N o . of 
Centres

O utput o f 
Trainees

N o . of 
Estimates

O utput of 
Trainees

N o . of 
Centres

O u tp  t of 
Trainees

P U N JA B 13 148 6 8o7 2o 16oo 2o3 ÓOO 15 1958

S IN D 6 175 2 388 1 36 73 586 6 21o4

N W F P 3 7 8 ' 2 lo 8 1o 364 21 7o 6 513

B A LU C H IS TA N 2 - - - - - - - 3 499

TO TA L : 24 4o l 1o 13o3 21 2ooo 297 1256 3o 5o74

N ote:

1) In Punjab and Baluchistan the adm inistration o f the Government Vocational In stitu te  has been transferred from the Educational Department 
to the Labour Department. In other Provinces, they are administered by the Education Departments.

2) The Technical Tra in ing  Centres are administered by the Provinc ia l Labour Departments.

3) The Industria l Establishments are administered by the Provinc ia l Departments under the Apprenticeship O rdinance, 1979

4) The "Crash Tra in ing  Programme" and the Overseas W orking Foundation Tra in ing  Programmes are administered by the M in is try  o f Labour
and Manpower by u til iz in g  3 existing  Polytrade Schools, ex isting  in stitu te s of the Provinc ia l Governments in afternoon sh ifts , and some fa c ilit ie s  
in  Private Sector.



is why the proposal to in sta ll "vocational guidance units" that became known in N W FP, 
should be supported. Such units would inform students leaving school about requirements 
and chances of different professions, have at the same time a selecting and channelling 
function, and could, f in a lly , serve as labour agency for the local S S I.  It must be noted, 
that graduates of any type of training course find easily a job, either with the Government, 
private industries, orabraod. Th is might explain the fact that many small industria lists are 
rather reluctant to send promising young men for tra ining. They are afraid that these might 
not return to their original work place, and that those who do, might disturb the firm 's sa
lary structure. As long as there w ill be no compulsory inplant training scheme, this kind of 
prejudice w ill not be easily overcome.

4 .4 .6  Other Specific Promotion Programmes

Due to the deteriorating tendency of Pakistan's balance of payments, additional efforts have 
been undertaken in order to raise exports, preferably of manufactured or semi-manufactured 
goods. The Government fe lt that besides the traditional foreign traders in Karachi, an Ex
port Promotion Bureau (EPB) was to be set up for services beyond mere commercial activ itie s, 
such as general public relations, marketing, country and/or productwise market survey, ana
lyses of intemationd competition, etc. In the opinion of some of its managers, EPB should 
try to get away from its  actual main function of coordinating exporters.' and G O P's foreign 
trade interests and instead develop into a service body, not only to export traders, but to 
the entire exporting industry. It  is  fe lt that SSI entrepreneurs are reluctant to travel abroad 
and to participate in international fa irs. They have also lit t le  knowledge of market informa
tion and general marketing requirements. Here, the above bureau should close the gap of 
information, communication, and transaction between international buyers and domestic 
producers. F irs t  steps towards this direction are undertaken by means of representative mar
ket studies for selected subsectors that are actually being prepared in cooperation with inte r
national cooperation agencies. At the same time, EPB should represent the industria lisrs' 
position v is -d -v is  G O P, specifically in regard to draw-back and export rebate questions.

It appears more reasonable to leave the proper trading function with specialized firm s. As 
the general foreign trade structure rather favours the big dealers, private or Government 
sponsored new trading houses should be promoted. In this respect, the Japanese example 
is  frequently cited. It has been observed that small manufacturers are not fam iliar with 
trade aspects, whether w ithin or outside the country. A great part of production profit po
tential is  thus siphoned by w ell-to -do export firms in Karachi.

Export zones, as vehemently required in Lahore, should not be a commonly applied instru 
ment for SSI export purposes. In some specific sub-sectors (sports goods, surgical instruments, 
etc.) the production of which is directed to foreign markets and whose industrial units are 
gathered in one location, these might be considered in exceptional cases. The free zone 
of Karachi is justified by its unique location.



5 . A G G REG ATED SU B-SEC TO R  IN FO R M A TIO N  O F TA RG ET IN D U S TR IE S

5 .1  General Considerations

SS I statistics are characterized by an almost complete absence of systematic and re liab le 
figures. Though SICs have the ir individual statistical and research department, indepen
dent surveys of specific target groups and regions are the only source of re liable informa
tion *'

During the process of data collection it  was found, that almost a ll sources quote different 
figures on the same Item ^ .

1) Industrial Census (CMI) 196o and 197o; PSIC-Census of Small and Household Manufactur
ing Industries, 1975/76; Survey of Small and Household Manufacturing Industries in Ba
luchistan, N W FP, and Sind (1976/77) by Statistica l D iv is io n .

2) Th is situation shall be demonstrated by a sub-sector that is comparatively easy to handle,
i .e .  the sports goods industry. It is  concentrated on practically one town (S ic lko t). 
Compared to other sub-sectors, its number of units is fa ir ly  small (between 4oo and 7co 
registered firm s), and, last not least, almost its  complete production is exported and 
thus registered with various e ntitie s. Even In this sub-sector, the figures on (1) number 
of un its, (2) yearly prodv .tion, and (3) export value d iffer from one source to the other, 
as follows:

Number
of

Units

Production Exports
Source

Year M illio n  Rs.
I

Year 'M ill io n  Rs.

1) 745 76/77 126.4
!

Development S ta tis
tics of the Punjab 
(1979)

2) | 76/77 199.o Pakistan Economic 
Survey (1979)

3; 7 ^ 7 7  ! 223 .8
i

Export Promotion 
Bureau

4) 732 78/79 I 2co.o
j

Expert W orking Group 
f .F iv e  Yecr Plan (78)

5) 432 78/79 223.7

j

j

Punjao SS I-Su rve y  
(1975) updated sales 
for 1978/79' !

As longasthe data on a sub-seC'Cr as homogeneous cs the above vary to such on extent from 
one statistical source to the other, comprehensive planning with respect to SSI development 
policy is bound to be rather unprecise.
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The main reason for this fact appears to be the lack of planning and coordinating activ ities 
with.respect to Pakistan's SS I sector. It  Is not suprising that SIC officers are overwhelmed 
by the enormous number of small manufacturing units in their province and do not rea lly 
know "where" and "how" to begin constructive and systematic development work. O nly 
2 %  of a ll Punjab SSI companies were reached by loans and even less firms obtained location 
in industrial estates, use of common fa c ilit ie s or free of charge extension-services. In order 
to motivate development officers, define clear-cut operational targets and achieve demon
stration and m u ltip lie r effects in Pakistan's SSI policy, the total universe of small industrial 
units has to be grouped and representative units of these groups to be selected. For these 
pilot companies as well as for different types of extension-services it -w ill then be necessary 
to design specific development programmes.

When relating SSI specific figures (number of units, employment, output, capital stock, etc.) 
to global data of the manufacturing sector or the whole economy, the small industries sector 
may be characterized as follows:

A huge number of minute firms (80, 000) employ a great number of mostly unskilled workers 
(2.25 m illion) and contribute with about 75 %  of the work force to roughly 4o %  of the 
manufacturing production. If  Pakistan's industry could be structured in a way that the share 
of small companies in the manufacturing sector amounts to 85 %  (actually more than 95 % ) 
which employ 7o %  of the industrial labour andproduceapproximately 60 %  of the manufac
turing output, the country's resources would probably be better u tilize d  and domestic and 
export markets be more adequately supplied. The great number of independently operating 
units is the most burning SS I problem. Financial and management potential is deconcentra- 
ted and prevailing competition suffocates a ll p rofit generating industrial a ctiv itie s.

5 .2  Comparative Sub-Sector Performance

Despite methodical doubts sub-sector relevant figures have been collected from various 
sources in order to elaborate at least a certain amount of macro-data and to indicate some 
points of reference for the qualitative recommendations. Tables 5A /52  are based on a SS I survey 
actually published by the Statistical D iv ision . Pertinent fie ld work was carried out in 1975 
and 1976. Punjab wcs left aside, an individual SSI survey having been carried out for this 
province. The most important conclusions to be drawn from the mentioned table are:

1) There is  a considerable imbalance of industrial concentration in the four provinces. 
Punjab alone has seven times more industrial units than Baluchistan and NW FP to
gether, not only in absolute terms, but also when related to the population s ize . 2

2) The aggregated importance of the five target industries reaches different degrees
of penetration in each province's overall manufacturing performance (SSI contribu
tion), as follows:
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Ta b le  5 .2 :  C o n trib u tio n  o f Se lected  Su b -Se c to r*  P a k is ta n 's  Econom y ( in  C u rre n t M il l io n  R . S . )
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Table 5 .2  a: To ta l Production (Domestic and Export Sales) M il l io n  R .S .
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M . Rs. %
—  y
M . Rs. %
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19/6 , / 211 1 .0 2oo 0 .9 4  ̂ooo 1 8 .9 1 0 ,694 5 o .7 A ++6  ̂ooo 2 8 .5 2 1 ., lo 5 1 OO U , 293 I  oo 2 2 ,2 3 4

. / .  Expo, t 134 4.1 199 6 .2 7 - 834 26.1 2 , o21 6 3 .6 3 ,1 9 5 19 3 ,1 9 5 2 8 .0

i. > pori ' V. 83.5 ';;. 99. - 7. 8 % 33. 7 %

U n its Data not avail* ible

Employment 
M w y a iM  um-*.

Data not available Large 1 5 ,579  
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includ ing a ll items, thus exceeding given for product yioops

E xc lu d in g  / j i n  and carpel pfoduclton (E s t i in u le d  4^0uo M i l l i o n  k . S . )



Table 5. 2 b: Analysis of Sub-Sectors Basis Year 1976/77

Sub-Sec for Product! 
M i l l .  Rs

on
.  %

Export
M i l l :  R i.  %

Surgical Instiuments 211 1 ,o 134 4.1

2 .  Sports Goods 2oo o .9 199 6.2
3. L ight Engineering 4,ooo 18 .9 7 -

4. leather + L .  Goods l o , 694 5o. 7 834 26 .1

5. Texti le Ó j O O O 2 8 .5 2,o21 63 .$
— — — —

Total Sub-Sectors 2 1 , lo5 1O O .  Q 3 ,1 9 5 loo ,o

Sitare of SSi óf 33o 3o.o 04o 2o.o

Total of Manufactui ing 11,293 (ca 5 4 )

7
6

 a
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Province
Participation of Target Sub-Sectors in %

. , , ,, i Industrial ! Manufacturing 
Number of U n its c ,  ̂ 1 D ,employment Production

Baluchistan
NFW P
Punjab
Sind

43 %  46 %  :
49 %  i 3o %
62 %  61 %  35 %  

data not available during fie ld  work

The comparison of the target industries' participation in the provinces' industria l 
employment shows, that they are perfectly qualified to contribute to the objective 
of ind ustria liz ing  less developed provinces.

3) SS I performance varies from one province to the other. Th is  results from the pro
duction key-figures per manufacturing unit and per employee:

Province
verage Industrial Production (in Rs. of 1976)

per U n it per Employee

Baluchistcn
NW FP
Punjab
Sind

Rs lo9,ooo 
Rs 44,ooo 
Rs 83,oco

data not available during

Rs 37,ooo 
Rs lo ,4o o  
Rs 17,6oo

¡eld work

It  has to be repeated, that the figures .■me not exact and incomplete. However, 
the evident trend to higher production per unit and per employee in more deve
loped provinces mcy be considered re a listic , clthough probably net in the range 
of the above figures.

4) The target sub-sectors' share in exoorts rose from 2 .5  %  in 1969/7c, to 7 .7  cc in 
!979/8o reflecting the growing contribution of manufactured goods in foreign 
sales. The importance of experts in the sub-sectors'production and the ir contribu
tion to the target industries' exports are as follows:

| Sub-Sector
Export Snare in the Suo- 
Sectors' Production

SuD-Sectcrs' Share in E x - j 
ports of a ll Target Incustr.!

Te x tile 7 n ? c :<jv . / 'j 6 3 .6  G
Leather j ^ 7 .8  S 26.1 G
Light Engineering - -
Surgical instrument: 63.5  * : 4.1 G

| Sports Gcoci;
9

9 9 . o c - 6 .2
1 0 0 .0 '" :

. ! exccrr rI cures ccui n o t be ebraire:
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As to the F ifth  Plan's projected export increase the foregoing figures suggest, that 
additional efforts in highly export oriented, though re lative ly small sub-sectors like  
sports goods and surgical instruments, are not lik e ly  to contribute substantially to 
this objective. However, with the exception of light engineering with its in su ffi
cient export standards, te xtile s and most of a ll leather and leather products have a 
considerable export potential. The fact that the export share in the total SS I leather 
output is of 7 .8  %  and accounts for 26.1 %  of the leather industries' participation 
in the sub-sectors' totcl exports recommends to pay more attention to these sectors' 
modernization.

5) In Table 5 .3  sub-sector figures are given for Punjab, because of their break-down 
into large, small and household manufacturers. Though the two different sources ' 
quote different figures for the total number of manufacturing u n it, i .e .  from 
4o,828 (large, small and household units) and 45 ,486  (only small and household 
units), respectively, production ratios per company and employee show interesting 
trends:

S ize  of U n it
Average Industrial Production (in Rs of 1976)

per U n ît per Employee 1 Employeey^Unit

Large manufacturers 
Small manufacturers 
Household units

Rs 3 , 16o,ooo 
Rs 87,ooo 
Rs 55,ooo

Rs 234,ooo 14 
Rs 18,ooo ! 5 
Rs 13,4oo j 4

Again,, output figures in particular, confer only an uncomplete picture of re a lity . 
However, in the present case, they give evidence of the Tremendous difference 
between the unit output of large manufacturers and that of smaller un its, while 
the unit output of small manufacturers compared with that of household units shows 
a much smaller variation. These two groups are fa ir ly  equal in their output per 
company and per employe*, as well as in their number of workers per un it. The pro
duct v ity gap between large, mostly suffic iently mechanized factories, and small, 
mainly labour oriented units explains great deal of SSI problems. When identifying 
criteria for the definition of the various groups, it  has to be questioned, whether 
a firm with 14 employees ana a Rs 3 .2  m illio n  yearly production should already 
be called " la rg e " .

1) Development Statistics of Punjab; SS I Census
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5 .3  Principal Characteristics and Prospects of Sub-Sectors

5 .3 .1  Textile  Industry

The textile industry is the second most important manufacturing sub-sector after the agricul
tural raw material processing one. It is  based predominantly on domestic raw materials, Is 
highly labour intensive, requires re latively lit t le  d iv isib le investments in the processing 
of yam and fabrics, contributes to the satisfaction of basic needs and accounts for a con
siderable share of foreign exchange earnings. Th is report includes hosiery, garments, towels, 
canvas and the power loom sector. It is  GOP's intention to vertica lize the textile  industry 
in order to reduce exports of raw cotton and yarn-in favour of further finished products like  
woven fabrics, garments, etc. In view of these products' high value added (indigenous raw 
materials, high percentage of labour cost, possib ility to use domestically manufactured ma
chinery) the existing market potentials should be exploited to the grectest possible extent.

The domestic market for textile  products seems to be saturated, due to a great number of re
gionally well distributed manufacturing units. Growth can only be expected at the dimen
sion of population growth and also lit t le  impact from an increase of the low incomes. Such 
additional demand can easily be met by the existing production capacity. Product design 
and production technology are considered to satisfy domestic demand standards. The poten
tia l for increasing exports appears more promising. An expansion of foreign sales is expected 
for:

Hosiery 1 oo %
Garments 1,000 %
Towels 2oo %
Canvas 25o 0 /

/C

Power-Loom 1 oo %

given an effective restructuring of the sub-secror (see recommendations).

5 .3 .2  Leather and Leather Products

The ieatner sector is divided into lecther production (tcnning), footwear, end other leather 
products (garments, bags, etc.). Similcr to the textile industry, domestic raw r-aterîcis of 
high international demand are utilized, however, on account of necessary imports of sce- 
cific machinery end chemicals, and due to a lower participation of labour in the produc
tion cost, the sector's value added situation is a little less favourable than that of textiles. 
If new Dlants witn a more efficient production lay-out and equioment were established, 
and /or existing units grouped into cooceratives, the lecther sector could certainly in
crease its alreaay significant contribution to G N P  and foreign eernings. Here aacin, ver- 
ticaiization and thus imorovement of me sector's cctual value acaec ratio, will nave to be 
envisagée oy ceveiooment efforts. It is excectec, that with improving orocessiaa technolo
gy, more careful selection of raw materiels, and the utilization of nign auclity chemical;, 
tne leather industry may double Its exocrts.

i ! Garments me* ira Is nor o traditional Industry in pekisten. The firs: ccmeanies we re
set uo in me early seventies ana rncae remarkable orogress. vVim me raw materici 
at here, low icccr cos. end ohasing ou* of industrialised countries cue ‘o hian Iccc- 
cos: it.s exoected that the Pakistan Gcrmerrs industry will mulrioiy its exccr* 
scies bv io times over a oerlod of 5 yea--;.
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Ponjub To lo l (1) Lurgt) Manufacturers 1, 795 !6 ,o 5 2 24 CJ O O

Manufacturers (2) Sm all Manufacturers 32 ,741 6 ,7 5 3 1 5 8 ,5 4 6

Industries (3) Households 6, 292 42o 26 , o96

(Dula of Punjab Development Sta tistic s) 4o ,82B 2 3 ,2 2 5 2o8 ,9 4 2
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W ith the exception of less than five bigger factories, shoe production lie s in the hands of 
cottage units. Th e ir productivity must increase, i f  exports of footwear are aspired. At the 
moment, a fa ir ly  low share of the leather and leather goods production is sold outside the 
country (7 .8  % ), contributing, however, with 26.1 %  to the target sub-sectors' total 
exports.

5 .3 .3  Light Engineering

For the time being, Pakistan has to import iron and steel. W ith the Karachi S te ll M il l  open
ing in 1981 and later expected down-stream a ctiv itie s, the raw material supply might be
come less expensive. Apart from th is, light engineering is  of great importance to the na
tional economy. In the range of medium technology products it  can contribute to import 
substitution efforts. Another fie ld of this sector's activities lie s in the intended mechaniza
tion of agriculture. As agricultural production and development of rural areas are a high 
ranking objective of the current development plan, light engineering acquires crucial im
portance as vehicle to implement this new policy. Therefore, the sub-sector w ill not only 
need more effective production fa c ilit ie s, mainly in technologically advanced industrial 
regions, but also a widely spread network of maintenance and repair units.

In the light of the country's balance of payments situation, its  energy balance and the need 
to import ferrous raw materials, the prospects of other light engineering products appear less 
favourable. Diesel engines are produced with an enormous input of raw material. Electric 
motors, due to their outdated design and technology, are by far less effic ient than imported 
products. The same applies to pumps. In these three fie ld s, great efforts w ill have to be 
made in order to achieve reasonable products for the national market. Th e ir export poten
tia l w il l probably be restricted to Arab and African countries, with strong competition from 
Asian producers with partly own raw material resources.

5 .3 .4  Surgical Instruments and Cutlery

Th is sector, too, re lies toto lly on imported materials. It  is  traditionally export oriented 
and has a long Tradition in foreign markets. Growing competition from other Asian countries, 
however, together with stagnant product design and production technology, endanger 
Pakistan's position in the markets of industrialized countries. Without improvements in pro
ductivity and development towards the standards of more sophisticated products groups, the 
sub-sector w ill hardly be able to fight the comparative advantages of Indian and Chinese 
competitors, who work with modern, partly mass production technologies, u t il iz e  domestic 
raw materials and enjoy more effective export incentives, and its general growth potential 
is considered to be modest. In order to survive, the mainly S ia lkot located sub-sector, 
besides d iversifying into neighbouring product lines, should aim at further concentration.
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5 .3 .5  Sports Goods Industries

Th is small sub-sector is  in a sim ila r position as surgical instruments. Located in practically 
one city (S ia lkot), it  depends tota lly on exports, where it  has achieved good reputation 
in low price range products. Increasing quality consciousness on the side of the customer, 
however, resulted In an increased share of imported material in the product cost calcula -  
tion . Furthermore, the sector w ill face strong competition from other low cost countries In 
that very broad range of technologically different products manufactured with a great varie
ty of raw materials and production processes by a huge number of units (over 4oo firms 
manufacture Rs 2oo m illio n  worth of goods).
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6 . REC O M M EN D A TIO N S

6.1 General Considerations

Pakistan's SS I sector with more than 2 m illio n  workers has the advantage that its need for 
development is  generally recognized. Furthermore, most of the classic incentives and in s t i
tutions for SS I promotion have existed in the country for years. The objective to improve 
the small manufacturers' environment and the a va ila b ility  of the necessary legal, in stitu tio 
nal, labour, and financial resources are v ita l components by the pursuance in SSI policy.
Now it  is  required to survey the achieved resu lts, to design a development concept which 
is  suitable to contribute to both overall socio-economic and S S I specific objectives, and f i 
na lly  to elaborate and implement the operational strategy for further SS I promotion. Basi
c a lly , the a va ila b ility  of the instrumental framework reoresents an advantage, though there 
is  a r is k  to maintain existing structures and traditional procedures. Sometimes o new begin
ning can be easier.

Before focussing on specific aspects of SS I policy improvements, the most important recom
mendation shall be introduced. The desired broad development of the manufacturing sector 
should be tackled with a comprehensive "systems" approach. Each industry turns up with 
hundreds of problems in various problem areas, and for each deficiency one or more recom
mendations could be made. Moreover, almost a il problems being linked, Isolated therapies 
w ill have lit t le  effect on the patient's overall condition. F in a lly , it  is only normal that 
only a modest part of a ll small entrepreneurs can be reached by development measures (le ss1 
than 2 %  in Punjab). In the lig h t of these arguments, promotional activ ities and incentives 
should be designed in a way that they contribute to improve the general SSI business envi
ronment. Specific instruments should always be applied w ith in  an integrated concept, and 
not only serve the individual beneficiary but produce m u ltip lie r effects. A systematic ap- 
prach, however, requires the agreement on common goals and policies by a ll parties concer
ned. Therefore, it  Is proDosed to create a National SSI Development Committee, representing 
a ll provincial end national SSI institutions as well as SSI lending institutions end repre
sentatives from private sector. The committee should work in close co-cDeraticn with the 
M in istry  of Industry of the Federal Government. Th is p re lim ina rily  consultive body should 
be composed of competent representatives of the Government, lending insfitutions, emolayers 
associations and trade unions. Alone, the government w ill never be in the oosition :c 
really understand the entrepreneur's problems and aspirations, bank o ffic ia ls not be able 
to seize the industria lists' r i,k  attitude, and trade union leaders always over-estimate busi
ness profit potentials. Cn the other hand, the individual entrepreneur is lit t le  informed 
CDOut macro-economic and social implications of Government polic ies, he is  not aware of 
credit sencrioning procedures, and often under-estimates productivity stimulating effects of 
oerter physical working conditions and participation schemes. Sub-sectcr inrerviews led to the 
impression that there is  a basic industrial structure and thar princioc! SSI develocmenr in s
truments ere aDplied. So, if  Icter described recommendations are net be resrricred to In 
significant ana isolated efforrs, an overall development concept w ill have to be identifies:, 
to oe elaborated and imoiemenred simultanecusly by a ll perries involved. Such procecure 
promises to generare more direct ana soin-ofr" effects then all other "handware", "software'1 
ana financial development instruments tocerner, cl tnougn it  w ill recuire considerable Govern
ment func;.

Besides tnis mere genercl approach rowerds an ¡mprovement of investment climcre and wor
king conditions tor the smell industrial is*, the crcducdon factor orenfed recommence-
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frions (technology, raw material, labour and management, production, marketing, and 
finance) can be grouped in one of the three traditional development instruments:

"hardware" (industria l estates, common fa c ilit ie s)
-  "software" (extension ond advisory services, training)
-  finance (direct and indirect loans for fixed investments and working capital requirements;.

U su a lly , finance and hardware receive preferential treatment by SS I development authorities. 
W h ile  it  is re la tive ly  uncomplicated to set up industria l estates and common fa c ility  b u il
dings, the creation of an effective advisory body turns out to be far more cumbersome and 
less public relation oriented. The same applies to financing, no matter whether the money has 
been used properly and productively or nor. Though extension services are generally the 
least expensive in a development organization's budget, advisory services as well as manage
ment and vocational training are commonly neglected. It should be realized, that entrepre
neurship stands for "coordination of production factors",and, therefore, qualifies predominant
ly  as in te llectua l. Physical insta llations and finance, though necessary, are not decisive 
production factors. I f  the ind u stria list has not suffic ient knowledge of administration, pro
duction technology and marketing,industrial estate fa c ilit ie s and loans w ill turn out to be 
unproductive investments of scarce public funds. In the light of this development policy 
interpretation, the promotion of financial dispon|bility ond organizational efforts in favour 
of software services is strongly recommended.

SS I promotion has to be analysed under structura l, sectoral, and regional aspects. Sectoral 
considerations are unnecessary, as the study's terms of reference indicate the 5 promotable 
sub-sectors. The structural aspect of the recommended development strategy should receive 
greatest attention. It  has already been mentioned thct in a ll five  sub-sectors an exagge
rated number of units shares a fa ir ly  lim ited market. In the surgical instruments and sports 
goods industries, more than 4oo units account for a total production of about US S 2o m illio n . 
Th is  turnover is  usually materialized by one sole medium sized manufacturer of these industries 
in  Europe or the United States. The European countries have a smaller total number of pro
duction units than Sîalkofr hosts in the above two sub-sectors. Thus, it  is only logical.that 
but a mcrginal number can enjoy industria l estates, common fa c ilit ie s end extension ser
vices. As a conseauence of the target sub-sectors' fragmental industrial structure crifreric 
must be established for screening end selecting promotable comDcnies. Th is w ill have a two
fold result:

It  is understood that the most promising, dyrcmic and well managed units w ill receive 
more incentives, whereby a proper u tiliza tio n  of develcoment funds and exfension service; 
w ill be guaranteed. Extension Service however has to be provided to the is s s  aeveiccec 
comoanies as well in order to develop these industries to a higher standard end enacle pro 
gressive enterpreneurs to change from the traditional to the modem sector of industry. A 
selection of comoanies for extension service would be done in accordance to the acceo- 
tance of advisory services and cromcficnai aspects. A str ic t ly  soecified aeveloomenr win 
graducily reduce rhe exoroiranr number of indeoenaenr comoanies, favour soecic iizarion, 
diminisn corn ce ti nan  and preocre o merker for sub-contracting activ ities. There i;  no 
reasonede argument against a selective accroach or deveioomen,t aefiv irie s. A great com 
of t-e orcciems starea oeiow can oe scivec bv reaucina me ^umher of unprccucriveiv 
ceercring ccmccnies. The argument, tro t joe epoerruniries will be cestroved is only correc 
in rr.e sre r* run. A r lea:: 9o~b of the 331 comoanies must snorriy imorove ‘heir e rfecSerc,, 
esoec:allv m me exccr: fie ld ; otherwise substantia- losses of marker shares ’ ll destroy eve-
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more work places. The growth potential mentioned for te xtile , leather and lig h t engineering 
requires re lative ly bigger, financia lly stronger and better managed factories than those actu
a lly  available. A concentrated development strategy with restructuring effects w ill contri
bute to improve Pakistan’s internal and export competitiveness. Concentration under structura 
aspects does not automatically mean regional concentration as w e ll. On the contrary, in 
view of both, production costs and socio-economic c rite ria , the development of decentra
lized industrial concentrations, in the sense of the auto-centred regional development theo
ry , may ensure a higher economic use of locally available production factors as well as a 
more adequate supply, in quality and quantity of urban and rural markets. I f  is suggested 
to promote careful studies for industria l locations outside the traditional agglomerations in 
Karachi and Lahore in order to achieve a more balanced regional structure of SSI through
out the country.

Frequency and timing of promotional instruments are cnother aspect to be considered when 
designing a comprehensive development model for a great number of sub-sectors and for a 
whole country. Certain incentives come into play only once, mostly during the set-up of 
the company. The greater part, in particular software a c tiv it ie s, are required at any time 
of the companies' l ife .  Pre-operational advisory services are eventually transformed into 
permanent extension services, such as consultancy for product and production technology, 
bookkeeping, marketing, organization, etc. W h ile  it  was recommended to not increase the 
number of units per sector, the greater part of promotional efforts should be directed towards 
the modernization and expansion of existing  companies.Even when an already operating 
firm  is expanding, pre-operational services for new product lines (market studies, etc.) can 
become necessary.

F in a lly , cost intensity of promotional efforts has to be considered. As budgetary mean.- are a l
ways rather lim ited, even when complemented by foreign aid financing, alternative uses w ill 
have to be studied. Investments into industria l estates and common fa c ilit ie s require substan
tia l capital and freeze a good part of future budgets for complementary investments. curther- 
mcre, the financing of SSI units also absorbs large funds (95 %  of Pakistan's actual SSI de
velopment expenditure). Software a c tiv itie s require the least fundsj they are fa ir ly  f le x ib le , 
but require highly experienced, qualified and motivated personnel. Preference should be 
given to indirect promotion efforts. Investments into insitutional infrastructure, training 
fa c ilit ie s , advisory services, etc. can be provided to a considerably larger group of entre
preneurs then direct loan financing, location in Industrial estates and common fa c ilit ie s 
serv ices.

It must be stressed again, that a systematic SSI development policy calls for a balanced 
application of funds in cl! instrumental fie ld s. Individual measures have to oe tuned and 
should follow an integrated promotional concept. Before discussing mere pragmatic and func
tiona lly  grouped sub-sector recommendations, sasic development recommendations shell be 
repeated:

The existing industrial structure, applied incentives end the institutional S3 i development 
fremewer* reauire an integrated cremation concept rc oe elaborated end implemented 
by a National SSI Develocment Beard.
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-  Out of the three basic development instruments (hardware, software, finance) increased 
attention should be paid to personnel intensive extension-services, thus increasing the 
productivity of SS I loans and funds invested into industrial estates.

-  Under structural and regional development aspects, preference should be given to a 
selective, concentrated and regionally decentralized approach, u t iliz in g  locally 
available ressources. Expansion of existing units should be preferred to setting up of 
new companies.

-  Emphasis should be placed on free-of-charge extension-services to promising dynamic 
well run factories of a productive minimum size  and in expanding product lines.

-  More funds should be directed into the improvement of indirect promotion instruments 
(training, common fa c ilit ie s , etc.; in order to reach a greater number of small enter
prises.

-  Regional industrial decentralization should be achieved through sh ifting  the manufactu
ring growth potential, not existing productive capacities, to less developed regions, 
especially to N W FP.

6 .2  Representative Sub-Sector Problem Structure

Three different problem categories have to be distinguished. F irs t ly ,  general structure!, 
sectoral and regional macro-economic problems, including deficiencies of SS I development 
policy. Secondly, 5 important functional problem fie lds, applicable to a ll target sub-sectors 
(marketing, production and technology, manpower, raw materials, and finance). Th ird ly , 
specific sub-sector related structural and functional problems ( i.e .  certain operational mi
nimum-sizes for industrial production units, e tc .). As there exist various approaches to 
group and characterize these different types of problems, the report's objective suggests to 
separate general empediments from functional and specific sub-sector constraints. Main em
phasis w ill be put on generally observed functional problems, as they are representative for 
a ll sub-sectors. Recommendations w ill be structured in the same way.

The basic problem of Pakistan's SSI is its structural composition of thousands of sub-sized 
production units in almost a ll manufacturing sub-sectors. The greatest part of functional 
deficiencies observed in the enterprises interviewed stem from throat-cut competition 
in locallv overcrowded markets. The consequence of this highly critica l situation is the 
classic ;hain-reaction of lit t le  specialization and standardization, insuffic ient sale volumes, 
over-capacity in production fa c ilit ie s and manpower, absence of research and technological 
improvements, lacking potential for profit generation, capital build-up and bank financing, 
deficient funds for financing of market and physical expansion, etc. Besides the exorbitant 
number of manufacturing units per sub-sector there is a strong and sometimes peculiar regioncl 
concentration of the factories. Very often, manufacturers of identical products gather in the 
same street a”d tnus aggravate the mentioned suicidal competion. The c ity of Daska (Punjabi 
is an extreme example, where a ll traditional diesel engine producers have settled, while pro
ducts are needed a ll over the country. As a third characteristic, SSI units, instead of trying
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to avoid competition by diversification in design, technology or product qua lity, strongly 
tend to copy as precisely as possible their neighbour's product.

Which are the reasons for the highly pulverized industrial structure, the units' regional and 
local concentration and lacking diversification and specialization? Pakistan's entrepreneurial 
class is traditionally speculation oriented, du<=* \o its economic history. Agricultural and 
commerical enterprises are as a rule fam ily businesses w ith modest administrative, technolo
gical and organizational requirements. Capital and man-power are the main assets. Th is Is 
different with industrial enterprises. Th e ir success depends on prerequisites like  long term 
planning, the application of adequate technologies, understanding of relationships between 
sales, raw material, labour and capital markets, and a new business philosophy. A further 
aspect is the production side of the two mentioned types of enterprises: s im ila ritie s and 
differences between craftmenship and manufacturing entrepreneurship. Handicraft units 
are practically one man enterprises with simple, though specialized helpers. Traditional 
products are manufactured with simple production techniques, mostly for a local market.
Job orders reduce market and financial r isk s . Industrial manufacturers, on the other hand, 
produce properly developed products in a larger scale for a basically anonymous market.
On account of a longer turn-over period of their working capital,they require more liq u id ity  
than the cottage or household industries. F in a lly , a rather curious phenomenon contributes 
to Pakistan's SSI problematic. Th is is the strong family oiientation combined with an excep
tional technical a b ility  of the ordinary worker. Both facts, though basically positive characte
ristic s of a society, have negative impacts on the country's industrial structure. On account 
of their technical competence, the workers believe themselves able to become independent 
entrepreneurs. The ir fam ilies provide necessary starting funds. Th is way, thousands of small 
industries (described as household, cottage or small industrial units) haue been set up. In 
accordance with the agro-patriarchical family structure, family members have a basic right 
to a job in the business. Therefore the typical SSI unit is faced with two major constraints 
regarding productivity and expansion. In the f irs t  place, the obligation to give preference 
to fam iliy members, impairs the choice of labour, in particular for managing functions. The 
second constraint develops as fo llo w s: W hile  the technical s k i l l  of the business founder leads 
as a rule to quick results -  a current experience in the informal sector -  it  soon reaches its 
natural growth lim it . The small industria list hardly rea lizes, that he needs a completely 
different approach to expand his cottage unit into a proper industrial establishment. He ig
nores the crucial importance of management, marketing and finance considering technical 
ab ilities the main prerequisites for an industrial enterprise, too. ( If , by chance, the 
entrepreneur realizes the need for administrative or marketing expertise, the constraint, to 
f irs t  employ family members makes the choice of adequate personnel rather d iff ic u lt.)

How can SSI specific problems be tackled? As the majority of functional problems stem 
fromtheabove mentioned structural characteristics, a compehensive long term approach of 
SSI development policy is needed. Instead of trying to cure isolated symptoms, and to 
thereby solve individual d iffic u ltie s, strategic changes of the industrial behaviour pattern 
should be focussed on. Th is concept may be lit t le  publicity effective, yet it  promises to 
solve the problem at its root.

Besides this more conceptual aspect of Pakistan's SSI problems, specific functional deficien
cies may enlighten the day-to-day d ifficu ltie s of the small entrepreneur. It is obvious,
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that he sees such problems with respect to the support he expects from the Government.
As sub-sector specific problems are listed in detail in the individual sub-sector studies, 
they w ill here be dealt with in a more systematic and less descriptive way:

Problems with Product Marketing

The typical SSI unit of the target sub-sectors is principally production, and not market 
oriented. Th is means that the entrepreneur starts with a product which he thinks he is  techni
cally able to produce and then tries to place it  in a not specifically defined market. A mar
ket oriented approach would begin on the other e n d ,i.e . i t  has f irs t  to be found out which 
type of product is  continuously demanded, its qua lity, competitive situation and location.
Then it  has to be examined whether at the given technical s k i l l  and managerial talent this 
good can be produced at a certain unit cost. I f  these considerations were taken before 
setting up an industrial unit (either by the entrepreneur or the Small Industries Corporation) 
the greatest part of the existing m ini-factories would not e x ist. Most of the pragmatic pro
blems arise from this basically fa iling  business orientation. The mostly heard complaints 
concern:

-  The non mono-structured units generally produce a wide, unbalanced and/or inconsistent 
product mix at uneconomic scales. The lack of liq u id ity , commercial a b ilit ie s and inno
vative talent result in a cash transaction oriented production, mostly on job order basis.

-  Strong local competition of uniform, but not standardized products reduces the factories' 
"competitive d iffe rentia l" to almost zero. Therefore, legally and economically inde
pendent companies produce under market aspects like  isolated production cells of a big 
firm , without, however, enjoying the cost advantages of mass production.

-  Price policy is  not based on cost accounting and proper cost calculation (including 
fixed costs and overheads), but rather on the prevailing market prices. Due to almost 
perfect competition (a great number of looally concentrated producers offer uniform 
products to a great number of customers) these prices oscillate around the companies' 
subsistence level. Costs not representing expenditures (entrepreneur's own salary, der 
predation, etc.) generally do not enter into price calculation, thus reducing the po
tential for se lf financing through profit generation.

Marketing is generally confused with sales. Even though, the basically agile small 
industria list showed but lit t le  aggressive and systematic salesmanship. The typical market
ing policies such as product differentiation, development of product fam ilies with stan
dardized components, qualitative and imagewise distinction for different customer 
classes, regional differentiation of product qua lity, appearance and price, etc. are 
generally not applied, mostly due to lacking know-how and strong traditionalism,

Pakistan's commercial structure impairs proper and economic logistical operating. The 
existing network of wholesalers does not suffic iently cover the te rrito ria l markel. 
After-sales service for and maintenance of technical products (mainly in light engineer
ing) is poorly developed. In cases where dealers are engaged, production profits are 
diminished by the resulting high sales costs.
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However, in view of the companies' weak liq u id ity  situation and the ir exorbitant number, 
the dealers are in a privileged position. A structura lly and regionally balanced distribu
tion network would contribute sign ificantly to a more sophisticated product standard 
and render more profitable SSI operations. In th is context, the Government is  expected 
to set up trading companies or promotional bodies for the national market (comparable 
to the Export Promotion Bureau for the export market).

-  The lack of specialization is  less of a production problem, than of a marketing one. As 
a consequence of the prevailing ¡ob order orientation and limited working capital, the 
typical industrial mass production process cannot develop. Without producing reasonable 
series, however, neither research and development nor cost reducing manufacturing tech
nologies (economies of scale) can be afforded. Therefoie, specialization in product mix 
(with respect to markets as well as product groups), production techniques, machinery 
and manpower is an absolute prerequisite for promoting o SSI company. Th is fact should 
be considered when selecting promotable entrepreneurs.

-  Due to lacking standardization and as a consequence of poorly developed personal con
tacts between clients and producer, the delivered products' quality is  frequently objected 
to. Farmers, e .g . complain about an in fe rio r quality of many agricultural implements. 
However, there is  only lit t le  feed-back and hardly c possib ility  to pursue an unserious 
producer. A better organized commercial structure, improved product standardization, 
increased penetration of product brand names, etc. w ill contribute to detect the manu
facturers' direct product responsibility and thus eliminate anonymous products from the 
market. Unpunctual delivery and differences between the quality of order samples and 
final consignments are problems arising from lacking standardization and product image.

-  There are different marketing and technological requirements for locally sold products on 
the one hand and for export goods, on the other. W hile  products for the domestic market, 
especially basic need goods (textile s, footwear, household goods, e tc .), should be simple 
and practical, of durable quality and cheap, this does not apply to products which have to 
compete on international, mostly more sophisticated markets. It is ,  however, not only
the product qua lity, design and price that have to be adapted to international standards, 
but also the commercial attitude, customer service and general public relation efforts 
for market penetration and image build-up of the products.

Technology and Production

Pakistan's industrial take-off started only a few decades ago. The country's economy is  s t i l l  
agriculture and service oriented. Industrial enterprises of mainly artisan orig in , find them
selves in the f irs t  or second owner generation. Entrepreneurial potential in  the sense of readi
ness to planned risk  taking and organized multifunctional management is s t i l l  the exception 
in S S I.  As a consequence, there is lit t le  understanding for strategic company development 
involving long term product planning, product and production technology development, and 
improvement of the so-called non-productive entrepreneurial functions (administration, la
bour relation, e tc .). However, there are impressive resources of technical s k i l l s  at artiscn 
level and of a basically industrious population. Th is is proven by its internationally employed 
labour force. Now, product design, quality standards and processing techniques w ill have to
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be developed from the traditional craftman's level to simple ond adapted industria l technolo
gies. A ctua lly, most of the target sub-sectors, especially the export oriented surgical instru 
ments and sports goods, are at the stage of transition from simple, unorganized production 
methods to international basic standards of products and production processes. The basic 
potential being available, i t  w il l be a question of how this objective w ill be approached, 
in what time span and to what extent SS I product and production technology w ill have been 
upgraded to the required leve l. Though the technical problems vary greatly from one target 
sub-sector to the other, the main d ifficu ltie s can be listed as follows!

-  Most of the target sub-sector products are characterized by an outdated material inten
sive design. For a country w ith limited resources of mineral raw materials (specifically 
for diesel engines, surgical instruments and sports goods) this fact contributes to the re
la tive ly high prices of manufactured goods. Products of the light engineering sector are 
furthermore highly energy consuming, mainly due to their heavy and not very functional 
construction. Thus, certain domestic capital goods may become more expensive for the 
user, though they might be for sale at lower prices. The non-economic design is often 
accompanied by low material and functional quality of the product, thus contributing 
to the product's eventually short life  time.

-  Production technology often qualifies as principally artisan, and poor factory lay-out 
hampers an effic ient work flow . Non-standardized material handling and machining 
techniques induce frequent interruptions of the work process. Insuffic ient preparation of 
the production flow leads to an uncoordinated use of machinery and labour, a fact which 
is not so strongly fe lt by the entrepreneurs because of the high idle capacity. W ith under- 
stanuable pride the v is ito r was shown d iffic u lt sample pieces, which were claimed to
be up to international standards. Even i f  th is were the case, it  is mostly forgotten that 
in industria l activ ities i t  is not only a certain product with a given quality that counts, 
bufralso its production time and cost. To an artisan, this cost oriented industrial way 
of thinking is  strange i f  not immoral.

-  W ith  the exception of most of the units located in industrial estates and some bigger sized 
factories, factory buildings and working conditions are inadequate cr obsolete. There is 
no proper space for the storage of raw materials and finished products. Sanitary fa c ilit ie s 
are poor and offices inconveniently located and not well equipped. Small units are fre 
quently squeezed in  between residential houses, contributing to general pollution in u r
ban areas. Working conditions are unhealthy and impair productive work. Main pro
blems are poor lighting , scarce ventilction e nd d ifficu ltie s with energy, water and 
sewerage. Though there exist minimum working standards, public control is sporad.c
and ineffic ient.

-  The state of machinery and equipment is mostly inadequate, due to lacking funds for mo
dernization. As depreciation equivalents are not reinvested as a consequence of inade
quate calculation methods and pursuant lack of liq u id ity , machinery has to be used,
that even if  carefully maintained, loses in precision and general performance level after 
at least five years. Machinery is bought under the aspect of serving a ll kinds of purposes.
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In view of the mentioned poor specialization and unpredictable demand the entrepreneur’s 
machine park must be modernized and balanced. Machines and tools used in the production 
process are often inadequate resulting in increased equipement wear and unsatisfactory 
products. W ith  more specialized equipment, work could be done quicker, with more 
precision, less waste and reduced energy and labour cost. Th is ,  however, calls for 
higher specia lization, more product standardization and f in a lly  for an industria l approach 
in the marketing f ie ld .

-  The high vertica lization of manufacturing steps requires over a ll sk ille d  workers. So far, 
d iff ic u lt performances are carried out with the same material and work attitude as are 
simple jobs. M ulti-purpose machinery cannot ensure the required quality of complicated 
parts, that the products are frequently of unsatisfactory standard. Specific technology 
applied in transformation processes (foundry, heat-treatment, bleaching of te xtile s and 
tanning with proper chemical mixtures) is  traditional and does not allow for quality pro
ducts and economic manufacturing processes. Apart from lacking knowledge of mere so
phisticated techniques, i t  is  frequent conservatism attitude that impairs the introauction 
of more advanced technologies.

-  Almost no testing equipment for quality control and lit t le  understanding for the necessity
. of quality control were found with the SS I entrepreneur. However, export oriented pro

ducers are aware of the ir sale potentials' lacking international standards due to in su ffi
cient standardization and quality control. Central testing equipment fa c ilit ie s and the 
introduction of certificates on quality and origin are suggested by progressive entre
preneurs .

Row Material Supply

The target sub-sectors have to be distinguished according to the origin of their raw material 

inputs. Leather and textile are based on domestic agriculture based materials sports goods 
are based cn local material and to an lower extend on imports, while light engineering, 
surgical instruments depend heavily on importend inputs. Apart from the fact that the in
dividual sub-sectors are of different importance under macro-economic aspects, indigenous 
and imported raw materials differ as to their availability, cost and quality. The market 
for imported materials (including production goods and machinery) is generally better or
ganized than that for domestic inputs. The main oroblems observed in raw material supply 
are:

Domestic textile and leather raw material supply is sub|ec to frequent orice fluctuations 
(not only due to weather and crop conditions), unsteady provision with respect to desired 
quantities and substantial quality variation. This impairs a steady quality level of fi
nished goods as well as cost intensive stock holding and increases the depenaence on spe
culation inspired daily commodity prices. With raw materials in the metal working sub
sectors, hiyn prices, partly due to excggercted commissions of import houses, represent 
a greater problem to the supply of the respective raw materials than tneir availability 
or qua I ity .

Almost cu 
mete tie is

units lock testing eauipment for sooracic or systematic quality control of input 
bes.des cutacted production techniques and lacking standardization, this is



- 92 -

the main reason for the insuffic ient and unstable quality of finished goods. Especially 
the delicate components and the differences in raw material contribute to high 

deviation in the products' quality and durability.

-  The material intensive production technology in some sub-sectors contributes to high pro
duction costs. New product designs and more sophisticated machinery and production 
techniques should be able to reduce material costs considerably.

-  Besides exaggerated profit margins of raw material dealers, cost increasing effects of im
port duties are c ritic ised . W hile  new SSI specific import regulations combined with 
regional incentives have already alleviated import constrains w ith respect to machinery 
and equipment, the necessity for imports of raw materials and other production components, 
even in the export oriented manufacturing sector reduces Pakistani goods' competitiveness 
and increases prices on the domestic market.

Manpower and Management

Manpower is suffic iently  available and at re lative ly low cost. Professional s k i l l  and labour 
productivity, however, are scarce in small industrial un its. The constant exodus of sk ille d  
and motivated workers to foreign countries with better job opportunities results in a lack of 
experienced effic ient manpower in the manufacturing sector. The local workers' technical 
talent and positive attitude towards regular work are not suffic ient to develop Pakistan's 
SS I production from its actual artisan level to more sophisticated and Industria lly  organized 
working techniques without a comprehensive plan for Government supported long term 
manpower training. Th is overall labour development strategy has to be completed by com
pulsory inplant training programmes in order to reach a maximum of the active population.
As compared with other developing countries Pakistani labour benefits are re lative ly high 
since the beginning seventies. However, not a ll benefits from the global social security plan 
are as yet applicable in S S I . The cost structure in most of the target sub-sector units does 
not allow for social security and old age benefit payments without jeopardizing the com
pany’s existence. New, more pragmatic schemes w ill have ro be developed in cooperation 
of a ll parties involved in order to create a minimum protection for the worker. Th is  policy 
w ill have to be coordinated with efforts to increase productivity and general work moral. 
Besides frequently unacceptable working conditions, the following deficiencies were ob
served in target sub-sector units visited:

-  Independent of qualification, there is a generally high labour fluctuation in the greater 
part of SSI companies. O n ly some well managed firms with better work places and on 
account of a more delicate labour policy make an exception.

-  A great number of firm s operate with a small part of fixed employed workers and with a 
varying potential of so-called contract workers. Apart from f le x ib ility  reasons this is a 
consequence of the Factory Act regulation covering manufacturing units with ten and 
more employees. Smaller firms enjoy administrative, fiscal and other privileges. The 
regulation which led to a maximization of minute power loom sector units also accounts 
for the unstable employment situation.
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Despite the workers'exceptional technical talent and work motivation, their productivity 
is generally low. Scarce equipment, outdated machinery and lacking coordination of the 
work flow are in part responsible for this situation. The major reason, however, lie s in 
the lack of vocational training and poor technical know-how. Professional s k i l ls  are 
mainly acquired by on-the-job training. Theoretical and systematic education in the 
various trades are exceptional. O nly about lo,ooo trainees per year follow the com
plete training system for industrial professions.

-  Unhealthy and unproductive working conditions (partly against the law) were found even 
in larger firms of the SSI sector. Children's work is  tolerated in a ll sub-sectors, hidden 
by the contract worker scheme at piece rate remuneration. It  vould be unrealistic to ex
pect children's work to disappear in the near future. Specific working conditions and 
minimum training should be aimed at for this segment of labour force. Th is recommen
dation takes also account of economic and social implications of better working condi
tions as w e ll.

-  However, Government activ itie s in the fields of labour legislation and more extensive 
training fa c ilit ie s cannot be expected to give the decisive impulse for increased labour 
productivity. It  is  rather the entrepreneurs' attitude v is -a -v is  their employees that w ill 
mainly account for reducing fluctuation and improving manpower productivity. Labour 
related development concepts should, therefore, include training programmes for small 
industria lists to inform them on the decisive role of work relationships in the factory.
Th is approach w ill be easier applicable in bigger un its. O nly in factories of a given 
minimum size  ( i.e .  above 3o employees) a properly organized labour representation w ill 
be in a position to negotiate on improvable working conditions, because a company's 
position in the market and its industria l, administrative and financial organ;zation be
come less fle x ib le  with its  growth. Higher productivity leads to higher profits and wages 
(as was found with properly run units) and in itia tes a process of socio-economic improve
ments.

-  As long as compulsory inplant training system is  not legally binding, SSI entrepreneurs 
cannot be expected to send qualified young men to training courses. Graduates of these 
courses tend to leave their prior work place in order to work with big companies or the 
Government and i f  they don't, they w ill demand above average remuneratic:i and might 
cause psychological problems should they have become technically more qualified than 
their entrepreneur. Th is  problem is less important in the larger units.

Capital Stock and Loan Financing

The capital function of industrial enterprises has always been overemphasized. Th is  might be 
explained by the country's predominant agricultural and commercial background. In industry, 
especially when it  develops from the artisan level into properly organized industrial mass 
production for anonymous markets, management and organization are of greater impor
tance than the ava ila b ility  of investment capital. A ctua lly , the criteria for the selection of 
entrepreneurs to be SIC sponsored, as well as the applied sanctioning procedure the banks' 
creditworthiness concept favour the applicant who has the required equity, instead of going 
by his entrepreneurial a b ility . Another deficiency of the current SSI financing scheme is
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its  passive approach. SICs and banks wait for the applicant to take the in it ia t iv e . As not 
even 2 %  of the Pakistan's SS I units are provided with bank financing, it  has to be questio
ned whether SICs and banks should not be advised to carefully select candidates w ith dy
namic entrepreneurial concepts in not yet overcrowded sectoral and regional markets. Th is 
argument should not suggest equity to be unimportant for starting or expanding a business.
It  is  ¡ust less important than the owner's management s k i l l .  There are certain forms of f i  -  
nancing, like  investment funds for migrant workers' remittances, controlled equity finan
cing models, e tc ., which could serve to compensate an eventual leek of starting equity 
for a talented entrepreneur. More decisive than the amount of in it ia l capital is  the profit 
generating potential of the business which entire ly depends on a company's management. 
Besides these basic problems, some other shortcomings were observed with the target sub
sector units interviewed:

In many cases, fixed assets exeeded the annual production volume. Th is  is  indicative or 
only of chronic overcapacities but also of a highly investment oriented business approach. 
Although non-expenditure costs frequently do not enter into the price calculation, busi
ness results are as a rule very poor in relation to capital investment and number of em
ployees. Common fa c ilit ie s would relieve entrepreneurs from heavy investments in over
dimensioned buildings and special machinery that is not in continuous use.

-  Company owners are generally production oriented and have insuffic ient entrepreneurial 
know-how. As only a few maintain relations with SICs and banks, most of them may be 
assumed to set up the ir business without consulting experienced professionals. Thus, in 
vestment budget planning is  mainlv oriented at expected capital needs for fixed assets. 
These are, usa lly underestimated, c i-jc* w .ich is  only realized once the investment
is accomplished. As a consequence, .unci reserved for working capital purposes have to 
be diverted for the payment of fixed assets, leaving the business without the necessary 
means for raw material purchases, salary payments and marketing expenditures. Thus, the 
business starts behind schedule, financial improvisation becomes the rule and a stra
tegic planning of company growth w ill be impossible and superfluous. On account 
of its poor financial ranos the firm does not qualify for loans and credits, and 
its marginal profit generation potential condemns it  to stay sm aller than o rig ina lly  
planned. Resignation combined with frequently lacking funds reduce the in it ia lly  projec
ted business volume to day-to-day cash transactions on job order basis. A great number 
of SS I units have made the above described experience. Structural concentration and 
increased fa c ilit ie s for pre-operational advisory services (indicating the risks of 
starting a business) w ill contribute to reducing the number of inadequately started and 
conducted SS I units.

-  Most entrepreneurs ignore the difference between fixed assets and working capital, costs 
and expenses, and between economic and liq u id ity  aspects of finance. Cash operations 
are, therefore, the preferred transaction. Dispersal of the industrial structure lecds to
a passive marketing approach, making management by objectives (market, production, 
finance) impossible and unnecessary. Th is  lack of managerial knowledge explains the 
frequently met attitude of not wanting to expand the enterprise's s ize . Th is somewhat 
refractory reaction reflects the entrepreneur's helplessness with respect to the numerous 
d ifficu ltie s of any kind, marketing, technical and administrative. The ir insistance on
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on traditional production techniques and outdated "business concepts" should, thus, 
also be seen under psychological c rite ria . A training programme for adequate manage
ment techniques, offered to a number of dynamic entrepreneurs should contribute to 
improve the pessimism prevailing in SSI companies.

Loans and credits available to SSI are commonly considered insuffic ient. In the light 
of the actual d ivision of work between SICs and the lending institutions and SSI loans: 
lacking appeal for the banking sector the problem cannot be expected to be solved.

SICs should be convinced of.their predominantly service oriented development function.
As long as they consider themselves destined to conduct SSI loan operations, they ignore 
the ir true function w ith in an integrated SS I development concept. The Corporation 
should attempt to advise a maximum of SS I companies that intend to approach the banks 
so as to be engaged to the greatest possible extent in SS I lending without having to 
build up an idividual banking structure. I f  revenues from loan activities are the main 
reason for planning the set-up of a specific SSI bank, SICs could participate with a ser
vicing fee in the banks' interest revenues from SIC  service units. Commercial and develop
ment banks should receive a higher share for the ir activ itie s. SS I lending involves more 
intensive sanctioning procedures, more time and, consequently, higher costs and some
times higher risk s than other bank a ctiv itie s. These additional efforts should be compen
sated by higher gross earnings.

Regional disparities in  loan financing are heavily c ritic ize d . The fact that a ll bank head
quarters are located in Karachi and that even small credits have to be approved by them, 
contributes to delays of lending applications. Th is  problem could be solved by delegating 
more responsibility to regional bank representations. The claim of Lahore's Chamber of 
Commerce, to sh ift at least one bank's headquarter to Punjab is  not lik e ly  to solve the 
problem q u ickly . Another claim from Punjab and NW FP, I .e .  that regional savings and 
insurance premiums should be invested in regional projects and not be diverted to other 
provinces, should be given serious consideration.

Sometimes development loans are feared to be misused for the applicant's private pur
poses. Th is is  surely very rcre. However, a scheme should be studied, by which an appli
cant who intends to finance machinery by means of a credit, would receive the machine 
instead of the money. In such cases, SIC  could prepare a project fea sib ility  study, apply 
for the credit, purchase the machine and supervise Its insta lla tion. Such a combination 
of advisory service, SSI financing, control of effectiveness and start-up consultancy 
would increase the overall productivity of development efforts that are provided by d if
ferent organizations of the institutional framework .

Entrepreneurs frequently complain about high interest rates. Apart from the considerable 
number of industria lists who claim that the payment of interest Is incompatible with their 
creed, the majority of small units simply cannot afford to pay interest. Better organized 
companies with higher profit potentials are perfectly able to take advantage of the leve
rage effect. Interest rates at 11 %  in less competitive markets can be easily covered by 
according price increases. In view of the planned ?tter designed and applied concept 
for loan applicant selection, interest rates would n ;r  have to be reduced. However, the 
existing loan guaranty scheme should be improved in order to increase the volume of 
funds to be channelled into the SSI sector.
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Ta lks held with entrepreneurs, union representatives, bank officers and Government o ff i
cials led to the impression that there exists a general awareness of necessary changes, though 
without a clear concept on "how" end in "which direction" industria lization policy should 
be developed. The F ifth  Development Plan is  c learly oriented towards SS I promotion and 
regional déconcentration of the industrial park. Macro-economic analysis reveals that 
vertical and horizontal forward and backward linkages w itnin the present manufacturing 
production pattern may be further developed. Thoroughly planned and defined in te r-reg io 
nal and multi-sectoral SS I development concepts should be able to activate the hitherto 
latent potential of a steadily growing domestic market, of specific export opportunities 
on the demand side, and of an already operating SSI development programme on the supply 
side. The principal key-words of a modernized comprehensive SS I policy approach should 
be:

6.3 Conclusions and Outlook on SSI Development Policy

-  structural concentration
-  sectoral balancing (under socio-economic market and resource oriented cost-benefit 

considerations)
-  concentrated regional decen.ralization
-  functional specialization (product fam ilies, homogeneous production technology)
-  methodological market diversification
-  diversified target group oriented development approach for SSI units.

It  appears unreasonable to stimulate the creation of new industrial ventures.

Government efforts should be concentrated on modernizing and expanding promising enter
prises In socio-eccnomically desired sub-sectors and locations. Thus the limited SSI promo
tion potential w ill result in maximum development a ctiv itie s, exemplary to neighbouring 
SS I units. SS I development concepts are suggested to pursue combined strategy of hardware, 
software and financial incentives, as follows:

-  C learly defined sectoral, structural and regional target groups of SSI candidate firms 
should be analysed and described with their problems and potentials. For each target 
group a proper development programme w ill have to be designed, including a combi
nation of specific development instruments, operations work programmes and control 
mechanisms.

-  No instrument of SSI promotion should be isolatedly applied. Industrial parks and common 
fa c ilit ie s w ill be mainly open to applicants in need of and prepared to accept pre-ope.a- 
tional and accompanying advisory and extension services. Financing of fixed assets 
(modernization, expansion) and working capital requirements should only be approved 
after prior examination of the applicant by S IC . A combination of credit and exten
sion services should be made obligatory to the furthest possible extent.

-  Th is selective and integrated SSI promotion concept requires a competent and properly 
working advisory body. The analysis of S IC s  potential proved to be adequate, once the 
insuffic iently tapped personnel resources are mobilized by restructu-ring and motivating
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measures. Clear operational plans with regular control mechanisms, promotion prospects 
for the staff and eventually revenue oriented incentive schemes for fie ld  officers can 
contribute to canalize and improve the productivity of S IC 's advisory services.

The existing network of Industrial estates and common fa c ilit ie s with training programmes 
should be reactivated before investing into new insta lla tions. Th is  policy w il l allow to 
allocate more funds in non-development expenditure. It  must, however, be repeated 
that only a small part of SS I units are reached, so that demonstrational effects are more 
important than specific help to individual enterprises. SS I development policy is charac
terized by a non-profit oriented (or cost covering) concept. Therefore, financing 
of service activ itie s (consulting, training) should have p rio rity  before investments 
into hardware of SSI lending.

Generally, the receivers (targetgroup) of SSI promotion efforts are rather sceptical about 
the efficiency and honesty of respective governmental efforts. However, S IC s' and the 
banks' actuel development policy do not ju st ify  this feeling. In this context, it  is  re
commended to f ir s t  design a comprehensive SSI development strategy w ith participation 
of a ll parties involved and then to start a public relations campaign w ith w ill give 
proof of the Government's readiness and a b ility  to assist SSI entrepreneurs in developing 
their businesses.
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7 . SUM M ARY A N D  M AC RO -ECO NO M IC DEVELO PM EN T SCHEME FOR TARG ET 
SUB-SEC TO RS

7.1 Introduction

The analysis of general SSI problems in Pakistan and those of the five  selected target sub
sectors reveals that the scope of required technical and financial assistance cannot be met 
by the respective governmental promotional means. Consequently, p rio ritie s must be set 
by structural, sectoral and regional c rite ria . In thecaseof the sports goods industry, for 
example, an amount of some lo  m illio n  Rs is considered to relieve the sub-sector of some 
of its most urgent problems. The same amount, however, would be of a sign ificantly higher 
socio-economic rentability when invested in the leather or te xtile  industry. In order to 
achieve a balanced multi-sectoral development strategy with a given amount of personnel 
and financial means, i t  w il l be necessary to evaluate quality and quantity, as well as 
macro-economic costs and contributions of the various target sub-sector inputs and outputs. 
For this purpose, the Governments economic development objectives w ill be examined as 
well as the country's development potential related to specific sub-sector requirements 
and long-term constraints for sub-sector expansion under consideration of actually required 
development activ ities and the role of the institutional framework.

A very rough evaluation of the individual sub-sectors requirements and contribution w ill 
help to set development preferences and in general a pragmatic promotion policy. Figure 7 . 1 
shows the interdependency of objectives, potentials and contraints.

7 .2  SSI Sub-Sector in the View of "F if th  Plan" Objectives

The principle development objectives of Pakistan's current Five Year Plan have been tho
rough! y discussed and up-dated with competent members of planning and development 
institu tions. Emphasis was put on a clear-cut ranking of partly conflicting targets. As 
a major result it  was found that for the time being, balance of payments considerations pre
dominate Pakistan's economic policy. Under this aspect, the basic development objectives 
are listed below in order of preference as defined during the interviews held.

1) Se lf reliance. Pakistan is undertaking major efforts to become more independent of 
imports of vital basic commodities and capital goods. Th is  strategy calls for sizable 
long-term investments which have already bound major parts of the Government's bud
gets for the upcoming years. These imports substituting investments are currently made 
by large capital intensive companies reducing financial means for SSI development 
accordingly. 2

2) Export boost. A further strategy to re lie f balance of payments pressure is to Increase the 
real value of exports, by further promoting the industries based on domestic inputs. In th;s 
context, policies are applied to develop further vertica lization, mainly of agricultural 
products in order to achieve a higher rate of value added. In terms of foreign currency 
earnings migrant workers policy also becomes an important issue.



Se lf Belionce >  Impart Substitution (Basic Ind. and A g ri. Inputs; Capitol Goods) (BOP) 
2 . Davalopmant of Export Oriantod Industries (Basad on Indiganous Inputs) (BOP)

3 . Incraasa Supply of Consumer Goods (Infla tio n, Social Objective)
4 . Consolidation of Existing  Industry (Ecan. Productivity)

5 . Emphasis Labour Intensive Small and Medium Sited Industries 
(Employment, Personal Income D istribution, Productivity)

6 . Industrial Decentralization (Regional Income D istribution, 
Employment, Socio-Politica l Objectives)

11. Transformation of Existing  Raw Ma
te ria ls and Potential for Vertica lisa
tion of Sem i-Finished Exports
-  M inerals
-  Agro Products

—  Crop Based
—  Animal Basad

-  Basic Industries' Output 
[ 2 . Creation of Stable Employment Opportunities

(in c l. Migrant Workers)
-  According to Type + Volume of Existing  

Unemployment
-  According to Q ualification of Work Force
-  According to Location of U .e . labour 
Vertica lisation of Existing  Structure of Pro
duction (Subcontr.)

| 4 . Satisfaction of Export and Domestic Demand
-  Consumer Goodk (Basic Need)
-  Producer Goads

Limited Financial Capocity for SSI 
Development
-  Long Term Investment Capital
-  Working Capital
-  Tax and Duty Incentives

2 . Q ualification and Motivation of Available 
Labour

3 . Lack of Entrepreneurial Tradition in  Industrial 
Sector

4 . Insufficient Capacity in  Volume and Q ua lity 
of Development Mochanism

5 . -  Industria l Estates
-  Common Fa c ilitie s
-  Extension Services
-  Training
-  Labour Force
-  Management

5 . Complicated and Lengthy Administrative Pro
cedure

6 . O verall Business Climate

-  Finance

-  Industrial Estates
-  Common Fa c ilitie s
-  Extension Services -  Taxes

-  Investment -  Import, Export, Technology -  Rebates
-  Working Capital Transfer Services -  Duties
-  Exchange Services -  Compulsory and Associations -  Concessions (Technology)

_____________________________ 1. Bunking Sector_____ 2_±_ Development Institutions 3. M in istrie s

Fig
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3) In creese o f consumer goods. Apert from socicl recsons urging c considereble increose in  
production of consumer goods, in fio tio n  rote considerotions, portly nourished by transfers 
o? Pakistani labour abroad, suggest to improve the supply of basic need goods.

4 ) Consolidation of ind ustry . P a rt ia lly  prevailing id le  capacities in Pakistan's industria l 
assets as a consequence of the rather low ^reduction a c tiv ity  in  the past as w ell as the 
heavy recent investments, and the need for improving it s  overa ll economic productivity 
suggest the promotion of complementary investments. New product ideas should be imple
mented as part of a d ive rsification  strategy by existing  u n its, instead of creating additional 
production capacity through newly established factories. T h is  objective w il l  promote a 
tendency for concentration, and specia lization whenever a sector is  faced w ith strong 
competition (expressed by a large number of u n its).

5) SSI promotion /  labour in te n sity . SS I should be promoted for several reasons:

-  to serve local basic need demand at acceptable prices ( l it t le  overhead end transportation 
cost)

-  to employ various types and qualifications of lebour

-  to contribute to improve the regional d istribution of income

-  to contribute to improve the ind ividual d istribution of income.

Unemployment is  not considered of particular significance. In view of the feet that more 
then 3 /4 th of the labour force is  located in rura l crecs, and that the number of jeo oppor
tunities abroad are expected to increcse, the Government does net pursue cny specific 
policy w ith respect to job creation for the moment.

Ó) Decentralization. Despite the prevailing urben pressure, the Government tencs to promote 
mcinly for social ana political reasons, the decentralization of economic activities in order 
to reduce regional disocrities. However, such efforts should take also inro account tne 
prevailing local demend and rne locally availacle  resources.

Considering development priorities and the available, not yet tied up resources it becomes 
obvious that only unsatisfactory financial support can be given by the Government to promote 
SS I. Therefore, the sccia-eccncm ic impact of rhe limited funds will have to picy c major role 
when analysing suo-sectcr scecific recommendations. Combined ccfions, bundling fincnce, 
common facilities end extension services tc thoroughly selected units w ill be requires in connec
tion wirh rne cistriburion of rhe ovciicb le sccrce funds.
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Besides the achievement of se lf re liance, the maximum use of Pakistan's development potential 
is  given major consideration by the Government. It  w i l l ,  therefore, give p rio rity  to such sub
sectors that u t il iz e  loca lly available resources in order to improve ve rtic a liza tio n  and thus rhe 
value added. Sub-sector promotion w il l  depend on the a v a ila b ility  of domestic production 
factors, such as:

1) Row material. Industries, which u t il iz e  lo ca lly  available mineral or agriculture (crop and 
lifestock) based raw materials, or which transform loca lly  produced sem i-fin ished goods 
w il l attract governmental promotion.

Out of the target sub-sectors, the leather and te xtile  industry are w ell qualified for the 
transformation of national raw material and sem i-fin ished products.

2) Employment. Although there is  a certain labour shortage in some areas, especially with 
respect to sk ille d  labour, there w il l be a vast and continuously increasing potential of 
labour of a ll types available. In view of the migrant workers situation in  the EEC, long-term 
economic policy w il l have to provide for a substantial number of job opportunities.

The employment objective conflicts w ith the need for specia lization, qua lity  and producti
v ity  improvement, and concentration of overcrowded sub-sectcrs. Therefore, sub-sectors 
w ith labour-intensive technologies w il l be given preference.

3) Subcontracting. The set-up of large basic industries will substantially promote the sub
contracting sector. The intended reinforcement of the capital goods sector, too, will 
foster specialization in the production of components. The promotion should take into 
account’ both, the growing demand of large industries as weil as the subcontracting 
potential to be created on account of the concentrated development policy suggested 
for some of the sub-sectors. Subcontracting is an important part of Pakistan's indus
trial structure and as such considerably contributing to personal income distribution.

7.3 Relevance of Pakistan's Development Potential to SSI

Light engineering is cssumed to profit substantially from the plcnned down-stream schemes 
in connection with rhe Karachi steel m ill, which is going to be set into operation.

4) D encnd . Demcnd for Pakistan's SSI is basically coming 
cemcnd is likely to increase accorcinc to the growth of a 
vity. Additional cemcnd stems from overseas remittances, 
cemcnd is me mcsr unstable fcckcr as it not only aeoends 
incusrry but aiso on general and orocucf specific cncnges

from three sources. Domestic 
ooulaticn cnc increase of procucti- 

The thirc source, i.e . the exccr: 
on rhe efforts of Pakistan's 
in world demcnd cna ccmoeri tier .



- lo2 -

7.4 Long-term Constraints Hampering SSI Development

Although Pakistan is  in the fortunate position to offer a reasonably attractive development 
potential to its  S S I,  the analysis of the "F if th  P lan" objectives has shown that the means are 
lim ite d . Besides, other factors might jeopardize the improvement of the sub-sectors' cctual 
situation, e .g .:

1) Restricted capital stock and financing. Due to the low per capita i'  xne le ve l, national 
saving is  s t i l l  rather in sig n ifica nt compared to the financial requirem.¿nts of the envisaged 
development strategy. There is  a lack of long-term investment capital due to in su ffic ie n t 
resources, both in  the public and private sector. The greater part of the industria l units 
cannot apply for working capital loans on account of the h ig h ly  security oriented lending 
p o licy.

Fisca l and financial incentives are lim ited for the same reasons, so that sectoral, regional, 
and segmental (S S I)  promotion o f industria l a c tiv it ie s do net meet the demand.

2) Lcbour qualification and m otivation. Overseas job opportunities, both for sk ille d  as w ell
as for unsk illed  labour have drained Pakistan's employment potential, esp ec ia lly  the highly 
motivated part. Apart from th is, well meant improvements in the labour leg isla tion have 
burdened the industry w ith  heavy charges and at the same time increased the employees' 
aspirations. The d iff ic u lty  to dism iss staff has a negative effect on labour p roductiv ity.
The industry reacts w ith increased employment of contract workers, thus avoiding labour 
leg islation obligations.

3) Lack of enterpreneurial know-how. As the lending policy focuses m ainly on loen security 
c rite ria , most of the enterpreneurs have to start their business w ith a high share of equity.
As a ru le , i t  is  derived from a gricu ltu ra l or trade a c tiv itie s and its  generation thus frequent
ly  subject to uncerta inties. So, a considerable number of firm s is  run rather irre sp o nsib ly .
In many cases compcny owners do not even re a lize  the ir leek of know-how in merkering, 
financial administration and organization. Besides the mentioned leek of m otiverien, the 
in suffic ie nt prerequisites for e ffic ient business management ere a mein reason for the 
industry 's iow productivity. 4

4) Insufficient development fremewerk. A s Pakistan is mainly agriculture oriented, the inten
ded industrialization on a oroacer scale has to be besed on a strong end competent premorio: 
set-up. Especially for SSI, promotion and assistance mechanisms will have to make uo for 
entrecre.neuricl deficiencies. To compcny owners the development fremework eppeers too 
complex and little prcgmctic. P S iC 's  exoerien.ee, that only 2 To of Punjab's SSI units are 
reached cy credit financing shows that mere hes still a lot to be cone in proviaing mere 
tincncicl assistance (investment and working caciral;, coupled with software (extension 
services.), training (mcncgericl end technical,) cr.c hardware (common service facilities',.

•j  I ¡ime consumino ccm'nistrcTive croceo 
insti rut.ans, rave to fciicw cumoersom

es. entreoreneurs wr.o went to aer in feuen witn 
orocecures. Mere simelieiry and efficiency ore
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7 .5  Entrepreneurial Demand for Institutional Framework

As SS I is not in the position to develop fast enough by itse lf to meet its expected role in 
Pakistan's growth strategy, a development oriented institutional framework has to provide 
different types of assistance. Basically the SSI entrepreneur has to deal with various orga
nizations during different stages of his company's life  cycle:

The banking sector provides financing for investment, current activ ities and services 
for foreign trade a ctiv itie s.

-  The development institutions are supposed to sponsor enirepreneurial activ ities through 
providing infrastructural assets (industrial estates), common fa c ilit ie s (demonstration, 
labour training, subcontracting of sophisticated services) and extension services (entre
preneurial training and assis*ance). Cooperative services (purchasing schemes, general 
product marketing,etc.) a: * e ll as the set-up of entrepreneurial associations should en
courage less experienced entrepreneurs.

-  The Government represented by its respective m inistries w ill influence the general 
business climate to a great extent through its fisca l, incentive and labour policy.

As Pakistan's institutional framework for development is  considered too complex, recommen
dations based on the discussions with private and public sector representatives w ill be made 
for its simplification and improvement.

7 .6  Evaluation of the Target Sub-Sectors' Requirements and their Contributions to 
Pakistan's Economy

As personnel and financial resources for SSI promotion are lim ited, development authorities 
w ill have to set structural, sectoral and regional p rio rit ie s. A f irs t  criterion to determine 
a sub-sector's promotion worthiness should be its absolute and relative contribution to 
general socio-economic development objectives. Consequently the te xtile , leather and 
light engineering sub-sectors w ill be given more attention than those of surgical instruments 
and sports goods which represent less than 2 %  of the target sub-sectors' aggregated output 
and about lo  %  of the combined sub-sectors' exports. Besides the sub-sectors' s ize s, func
tional criteria like  certain socio-economically desirable sub-sector characteristics, should 
enter the decision on p rio rit ie s. Positive and negative effects w ill have to be compared 
in order to assess a sub-sector's net-contribution to Pakistan's economic development ob
jectives. In this context, a tentative qualitative approach has been made in table 7 .1 .
The three symbols (N , R, I) indicate the importance of the various evaluation criteria  for 
each target-sub-sector. The colours illustra te whether the criterion exercises a negative 
or a positive effect on socio-economic development.
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Table 7 .1 : Evaluation Scheme of Target Sub-Sactors1 Contribution and Requirements 
towards Pakistan's Economy

N  = not relevant The scheme does not take into consideration different relative Importance of sub-sectors due
R = relevant to their share in Pakistan's manufacturing output.
I = important
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1. Potential for import substitution N N N N N N N N 1 i 1 1 N N N

2. Export potential 1 1 i 1 1 ! R 1 N N N N 1 R 1

3. Contribution to basic needs supply 1 R R R R 1 1 N N N N N N N N

4. Use of notional raw material 1 1 1 1 1 1 1 1 N N N N N N N

5 . Aggregated value odded 1 1 1 1 1 1 1 1 R R R R R R R

6. Potential for inter-sectoral 
development stimulation - 
a) Factor side 1 1 1 1 1 1 1 1 R R R R R R R
b) Market side 1 N N N 1 1 N N 1 1 1 1 N N N

7. Net foreign currency earnings 1 1 1 1 1 1 R 1 N N N N 1 R J

8. Significance of not reexportable

12. Su ita b ility for typical SSI 
development insîruments

13. Su ita b ility for regional decen
tralization

14. Capital intensity and need for 
loon financing

15. Great requirements towards SSI 
development policy

Participation in aggregated target 
sub-sector output and exports 1 )

9. Potential for expansion ond d iv i- 1 R 1 e R R 1 1 1 1 1 1 R R 1
sibte complementary investments

1o. Capacity for absorbtion of un
sk ille d  labour

1 1 1 1 1 1 1 1 R R R R 1 ' '

11. Potential for specialization and 
subcontracting

N N N N N N N N 1 1 1 1 R R R

Yellow colour stands for positive or desirable effects 
Red colour stands for negative socio-economic effects

1) %  calculated on value basis
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In the case of the textile  industry, as an example, the various evaluation criteria  reveal
the following:

1) None of the te xtile  sub-sectors is  l ik e ly  to contribute substantially to further im
port substitution given the country's low rate of imports of sem i-finished end 
finished te xtile s.

2) Because of a high degree of ve rtica liza tion , the use of indigenous raw materials 
and labour intensive production techniques, Pakistani made te xtile s are interna
tiona lly  competitive and contribute sign ifica ntly  to the country's exports.

3) The domestic demand for textile  products is  more or less saturated.

4) The te xtile  industry re lies to a great extent on national agricultural products.

5) The te xtile  industry's vertica lization and labour intensity contribute substantially 
to value added.

6) Inter-sectoral impacts on the factor side w ill lead to increased demand for agri
cultural products (raw material) and for nationally manufactured simple machinery. 
H osie ry, towels and canvas require more sophisticated equipment, which has to
be imported.

7) As a consequence of decreasing imports of raw material and machinery on the one 
hand and to the high voiume of exports on the other, net foreign currency earnings 
are substantia l.

8) Compare 7).

9) The expansion potential depends on the International demand for Pakistani te xtile  
products. In the power loom and garment sector expansion can be achieved with 
minor investments, whereas more sophisticated production techniques of hosiery, 
towels and canvas call for more expensive and mostly bigger machinery.

1 o) The te xtile  sector is known for absorbing quickly training unskilled Icbour, in 
particular female workers.

11) The comparatively high specialization in products and production techniques leave 
lit t le  p o ssib ility  for subcontracting with the exception of fu lly  verticalized produc
tion un its, which, however, are rare.

12) The /crious textile  lines reauire individual m inimum-sizes in relation to their pro
duction technology, ccoital intensity and oossibie exoansion. W hile  hosiery, towels 
ana canvas are orccticallv beyond the SS I definition (investment exeeding 3o lakhs;, 
the power iocm and garment business can stert with less minimum capitc l. It ,  there
fore, aualifies for SSI deveioomenf a ctiv itie s. 12

12. Te xtile  industry is ocsicaiiy a rcct-lcose industry - It can be located wherever cnecc 
Iaoour is available, and ienas itse lf to regicncl aecentralizaticn polic ies.
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14) Capital intensity and consequent need for loan financing are different for the 
power loom and garment sectors and those of hosiery, towels and canvas produc
tion. W ith  a given volume of SSI lending, higher effect on output and employ
ment can be reached in less capital intensive product lines.

15) Dependence on SS I development activ ities varies with the level of marketing, pro
duction and administrative technology of the particular product group. Te xtile  as
a re la tive ly specialized sub-sector with a satisfactory product and production tech
nology demands less attention than other SSI sub-sectors.

When comDining the sub-sector's positive and negative contributions to overall socio-eco
nomic development with it s  factual importance it  becomes obvious that development efforts 
should mainly concentrate on te xtile , leather and light engineering; surgical instruments 
and sport goods should be granted a substantially smaller amount of hardware, software 
and financial incentives.
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Annex I

U N ID O /IB R D  Sub-Sector Study Pakistan :

Meetings Attended by Macro-Economic Team

M r. Stefan TO BISC H (GOPA) and 
M r. Fïrasat A L! (IACP)

PERSON CO NTACTED P O S IT IO N O R G A N IZA T IO N

Abdullha Ismail President Entrepreneurial Association

Firasat A I i Counterpart IACP

Shakil Ahmed Director Universal Tannery

Project Meeting 
V is it  to 1 .E .  Hub Baluchistan

Reza H . Syed Man. Director IACP

Imtiaz Rasool Man. Director SS IC

Bashir Ahmed Man. Director PICIC

Im tiaz Rasool Man. Director SSIC

Reza H . Syed Man. Director IACP

A s if  Nemami Director National Bank

Nssiem Vice President Habib Bank

Mohammed A ss. Director D ir .  of Industries

S .A .  Imran Director EPB (Export)

K h a lil Ahmed Vice President United Bank Ltd.

M . Faruqui Member Banking Council

Mian Miftahud Director State Bank

A lta f Ahmed Member Banking Council

D r. Muez Director IACP

Khalid Mahmud Ichan J t. Director PSIC

Saeed Quereshi Secretary Government of Punjab

Brig . Faruqui Man. Director PITAC

Project Coordinator Jo in t Secretary -

V is it  Gujranwala J t .  Directors 1. E./Centres

continued ---------►
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PERSON CO NTAC TED

Khalid Mahmud ichan 

V is it  to Soalkot 

Sheik

Muhammed Sharief 

BO Jonsson 

Rowat /  Balkind 

Bashir A . Buksh 

D r. Muez 

Shah W a li Khan 

V is it  to I . E .

Meeting Presidency 

Mukhtar Ahmad 

Fie ld  Research 

Shah W a li Khan 

Schmidthammer 

Razak Sheik 

Jawaid Burki 

Pres. Interim Report 

P .A . Popiel 

C o l. Syed A ll Shah 

Ibqual Saeed 

D r. Mushtac Ahma 

Muin Ud Din Khan 

Seyed Wasiq Shah 

Khalid Durrani 

Asad Ahmad 

Abdul Madi Khan 

Masud Hayat 

Shah W ali Khan 

Khawaja Habib Ullah

P O S IT IO N

J t. D ir .  Plon.

J t . Directors 

J t .  Director 

Secretary 

Coordinator 

Chief

Vice President

Director

Dep. M a r. D ir .

J t .  Director 

P re s., V . Pres. 

Director 

Entrepreneurs

Deo. Man. Director»

Manage r/Advi sor 

Deputy Chief 

Jo int Secretary

Res. Economist 

Dep. Secretary 

Secretary of I .

Econ. Advisor 

Joint Secretary 

Joint Secretary 

D ir .  General 

Add. F in . Seer. 

Joint Director 

Control 1er 

Dep. Man. D ir . 

Chief Inc. Tax

O R G A N IZA T IO N

PSIC

I . E ./M ID C /Ind ustry  

PSIC ( I .E . )

Chamber of Com.

House of Labour 

World Bank 

Chamber of. Com .

IACP

SID B

Chamber of Commerce 

Planning Commission 

Mu tan 

SIDB

Pak.-German Wood Centre 

Planning Commission 

M in . of Commerce 

M in istry  of Industries 

World Bank 

M in istry of Industry 

M in istry  of Industry 

Finance D iv ision 

M in. of Labour 

M in . of Labour 

N at. Tra in . Bureau 

M in. of Finance 

SIDB ( I .E . )

SIDB

SIDB

CBR
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PERSON CO NTACTED

Riaz Hussain Naqui 

Zafar Hussain 

C o l. Syed AI i Shah 

Masoud Ahmad Dahir 

Sheik Anwar U l Haq 

Z . A .  Durani 

Noor Ahmad Bugti 

V is it s  to Industries 

Shakil Ahmad 

Agha Syed Sard Moh. 

S .R .M .  Za id i 

Representatives 

Reza H . Syed 

Makoto H . Syed 

M .Y .  Bhutta 

G . N . Khan 

Mahammad Yousuf 

A lta i Ahmed 

S . Amjad A li 

V is it  to I . E .

A lta i Ahmed

P O SIT IO N

Chief Exise Tax 

Chief Sales Tax 

Dep. Secretary 

D irector Rebate 

Director 

Ch. Accountant 

A s s .  D ir .  1 .E .

Secretary Finance

President

Sen. V ice . Pres.

Chamber of Commerce

Man. Director

Man. Director

Direction

Commissioner

Vice Chairman EPB

Member

Board Member

O fficers

Member

O R G A N IZA T IO N

CBR

CBR

M in. of Industry 

CBR

Directorate 

O f Small Industries 

Baluchistan 

I . E .  Quetta

Government Baluchistan 

Chamber of Commerce 

Habib Bank

IACP

EPB

EPB

Pak. Textile  

Commission 

Banking Council 

National Bank 

Hyderabad 

Banking Council





Table 1 CONSUMER PRICE INDEX NUMBERS, 1969/70-1978/79

(1969/70=100)

Income Groups^-

All Income Groups Up to Rs 300 Per Month Above Rs 1 000 Per Month
General Food/b General Food/b General FoodH

1969/70 100.0 100.0 100.0 100.0 100.0 100.0
1970/71 105.7 106.0 106.2 106.8 105.0 115.1
1971/72 110.7 109.6 110.6 109.7 110.3 113.7
1972/73 121.4 121.2 120.7 121,4 120.3 136.0
1973/74 157.8 163.3 159.4 163.5 154.1 165.9

1974/75 200.0 206.7 201.1 206.5 192.8 210.3
1975/76 223.3 231.6 225.5 231.4 219.5 232.6
1976/77 243.9 255.3 246.7 254.5 239.1 257.3
1977/78 259.9 270.7 263.0 269.5 259.5 274.1
1978/79 282.5 288.7 284.6 286.1 279.7 295.1

1978 July 276.3 238.3 277.5 233.9 274.0 296.4
August 277.8 2S8.3 279.1 284.2 275.3 296.8
September 278.9 288.1 280.9 285.6 275.5 293.2
October 281.3 290.7 283.7 288.5 276.5 294.9
November 280.5 286.9 282.9 284.8 277.1 293.3
December 278.1 282.7 281.3 280.5 275.7 23S.O

1979 January 281.0 283.6 233.2 231.4 277.9 283.4
February 282.4 285,5 284.5 283 . C 2S0.4 292.3
March 285.5 290.0 287.6 287.2 2S3.3 297.4
April 287.8 294.3 289.7 290.7 286.1 30 3.4
May 289.0 293.3 292.1 293.6 2S7.2 278.1
June 289.8 292.5 293.2 293.3 2 S 7 . 6 296.7

July 308.4 318.1 312.4 319.3 306.2 223.1
August 310.5 318.3 315.4 320.4 306.6 321.2
September 309.9 315.4 314.8 317.6 336.5 318.4
October 310.9 315.6 315.9 ^  ■ 9 . 1 3 37.8 318.9
November 304.3 201 . 6 j  J  . • ^ ~ 7  C 107.3
December 303.3 299.4 p  7  7

J  -  - .  / 30 3.2 11 4.5

/a Combined indices of incustr ial, commere:al and • o Tr.” c r. z c/'.rlevees•

/b Feed, beverages and tobacco •
^  '  ’ ’ V  *  r* '  1 '  •' —i ~ e  £  •*“»/ £ Fin.-.'ce ar. i  Eccrcui
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( m i l l i o n  r u p e e « )

CROSS FIXED CAPITAL FORMATION IN SMALL-SCALE MANUFACTURING INDUSTRY, 1969/ 70- 1976/79

1 9 6 9 / 7 0 1 9 7 0 / 7 1 1 9 7 1 / 7 2 1 9 7 2 / 7 3 1 9 7 3 / 7 6 1 9 7 6 / 7 5 1 9 7 5 / 7 6 1 9 7 6 / 7 7 1 9 7 7 /  78 1 9 7 8 / 7 9

J  : ‘ ' '  >ip>.

. . ..1, 1 ' rv« ! h , V i u ' .i c c o , e t c . 1 0 . 0 1 0 .  7 1 1 . 7 1 3 . 6 1 7 . 3 n . a . 2 6 . 9 3 0 . 9 3 3 . 5

■ f

3 6 . 3
. .1 i* k I'mt tum .ir«<l W>j O'I Wot k 2 9 . 5 1 1 . 7 3 6 . 3 6 0 . 1 5 1 . 0 n . a . 7 9 . 6  ■ 9 1 . 6 9 9 . 0 1 0 7 . 6
1 Her iimi c a .u»<J N u n - M u t a l l l c 1 6 . 1 1 7 . 3 1 6 . 8 2 1 . 9  • 2 7 . 8 n . a . 6 3 . 5 6 9 . 9 5 3 . 9 5 8 . 5

T . ■<. 1 1-.ii 2 0 . H 2 2 . A 2 6 . 3 2 8 . 6 3 6 . 1 n .  a . 5 6 . 6 6 6 . 8 7 0 . 3 7 6 . 2
■ \ -i i W,n k *»n«l M.icli 1 rit'i y 3 1 . 0 3 3 . 3 3 6 . 2 6 2 . 3 5 3 . 8 n . a . 8 6 . 3 9 6 . 8 1 0 6 . 9 1 1 3 . 8

I’. . . i > 1'njM-t I’ i o ' Iu l I h , I ' h a i m a c f i u l l c a l a ,
>. m ii. 1 c/t 1 a and l ‘ ! «. 1 . 4 1 . 5 1 . 6 1 . 8 2 . 3 n . a . 3 . 8 6 . 6 6 . 7 5 . 1

■ - U  l » i 7 2 . 2 7 7 . 6 8 6 . 6 9 8 . 7 1 2 5 . 6 n . a . 1 9 6 . 6 2 2 5 . 9 2 6 6 . 8 3 6 5 . 5
1 M . r l l  Aiier.uti ii .  7 6 . 2 7 : 8 9 . 1 1 1 . 6 n . a . 1 8 . 6 2 1 . 3 2 3 . 3 2 5 . 3

T o t a l 1 ft 7.  7 2 0 1 . 7 2 1 9 . 1 2 5 5 . 9 3 2 5 . 5 4 4 6 . 5 5 0 9 . 5 5 8 5 .  3 6 3 6 . 6 6f l8.  1

l\. . . f*ol UVA I 1 rtl- AO .

N a t i o n « l  A c c o u n t «  o f  P a k i s t a n  1 9 6 ‘J / 7 0 - 1 9 7 B / 7 9 # S t a t i s t i c «  D i v i s i o n



Table 3

C o t i l l o n  r u p e e « )

GXOSS FIXED CAPITAL FORMATION IS  PRIVATE LASCE AND SiEDIlK-SCALS INDUS TXT,
1 9 4 9 /7 3 -1 9 7 8 /7 9

1 9 6 9 / 7 0 1 9 7 0 / 7 1 1 9 7 1 / 7 2 1 9 7 2 / 7 3 1 9 7 3 / 7 4 1 9 7 4 / 7 5 1 9 7 5 / 7 6 1 9 7 6 / 7 7 1 9 7 7 / 7 8 1 9 7 8 / 7 9 ^ 1

I n d u s t r i a l  Croup*
Food e x c e p t  b e v e r a g e s  end

t c b a c c o 5 1 . 5 1 5 2 . 5 1 7 2 . 0 5 1 . 4 6 0 . 2 6 6 . 6 5 8 . 0 8 1 . 2 1 4 3 . 8 1 3 6 . 0
B e v e r a g e * 5 . * 1 . 1 1 . 9 1 . 8 4 . 8 4 . 8 1 . 3 2 . 0 3 . 3 20 . 4
Tobacco 1 7 . 4 2 0 . 1 1 4 . 5 7 . 4 5 . 1 1 8 . 5 1 . 9 9 . 6 5 . 6 4 . 6

Sub T o t a l 7 4 . 3 1 7 3 . 7 1 8 8 . 4 6 0 . 6 7 0 . 1 89 , 9 6 1 . 2 9 2 . 8 1 5 2 . 7 1 6 1 . 0

T e x t i l e * 1 7 4 . 6 1 8 2 . 9 1 1 2 . 4 ■ 1 5 6 . 7 1 3 2 . 5 1 9 5 . 0 3 0 6 . 4 4 0 3 . 1 3 0 2 . 0 2 3 4 . 8
F o o t w e a r ,  v e e r i n g  a p p a r e l  and

o t h e r s 6 . 5 6 . 3 5 . 6 5 . 0 1 1 . 1 1 0 . 6 5 . 1 1 1 . 3 1 7 . 4 1 4 . 1

Sub T o t a l 1 8 1 . 1 1 8 9 . 2 1 1 8 . 0 1 6 1 . 9 1 4 3 . 6 2 0 5 . 6 3 1 1 . 5 4 1 4 . 4 3 1 9 . 4 2 4 8 . 9

Vood w o r k i n g 6 . 5 6 . 3 5 . 6 5 . 0 1 1 . 1 1 0 . 6 5 . 1 1 1 . 3 1 7 . 4 1 4 . 1
F u r n i t u r e  and f i x t u r e * 0 . 1 0 . 1 --- *  . 0 . 3 0 . 3 1 . 5 0 . 3 0 . 1 0 . 2 * 1 . 2

Sub T o t a l 6 . 7 6 . 4 5 . 6 5 . 3 1 1 . 4 1 2 . 1 5 . 4 1 1 . 4 1 7 . 6 1 5 . 3

P ap er  and paper  p r o d u c t s 8 . 1 2 1 . 9 1 0 . 1 1 7 . 4 1 9 . 8 2 1 . 0 4 4 . 3 4 2 . 1 4 0 . 4 6 7 . 1
P r i n t i n g  and p u b l i c a t i o n s 8 . 5 1 0 . 9 1 2 . 0 9 . 4 8 . 2 3 . 7 7 . 7 3 . 0 1 . 4 1 . 6

Sub T o t a l 1 6 , 8 3 2 . 8 2 2 . 1 2 6 . 8 2 8 . 0 2 4 . 7 5 2 . 2 4 5 . 1 4 1 . 8 6 8 . 7

L e a t h e r  and l e a t h e r  p r o d u c t * 1 . 6 4 . 5 3 . 6 1 7 . 1 3 . 0 1 7 . 1 1 . 5 4 . 4 3 . 8 3 . 7
Rubber  p r e s e t * 1 . 5 1 . 2 0 . 8 3 . 9 1 . 9 4 . 7 1 . 9 4 . 4 4 . 7 4 . 3
Chemi ca l *  and c h e m i c a l  p r o d u c t * 3 4 . 2 6 0 . 2 3 7 . 8 3 7 . 6 5 1 . 8 5 9 . 0 5 8 . 6 1 3 3 . 8 1 0 7 . 6 1 4 3 . 6
P r o d u c t s  o f  p e t r c l e u s  and c o a l 8 . 1 2 4 . 1 2 1 . 1 1 0 . 0 9 . 2 3 6 . 6 2 3 . 4 2 9 . 5 4 5 . 0 2 2 . 7
! ? i c - e * t a l l i  c r i r . e r a l a 5 0 . 0 1 4 . 7 4 . 2 6 . 3 1 1 . 3 3 0 . 3 4 . 8 2 6 . 1 3 . 6 4 . 9
B a d e  s e t a l  I n d u s t r i e * 2 4 . 1 1 7 . 1 5 . 0 1 . 5 3 . 0 2 . 9 1 . 8 3 . 5 5 . 9 1 4 . 7
Met a l  p r o duc t * 1 3 . 6 1 2 . 1 7 . 7 1 1 . 5 1 1 . 1 1 3 . 7 1 6 . 4 1 4 . 3 1 4 . 6 1 7 . 1

Sub T o t a l 4 2 . 7 2 9 . 2 1 2 . 7 1 3 . 0 1 4 . 1 1 6 . 6 1 8 . 2 2 3 . 3 2 0 . 5 3 1 . 8

y-3chi n*r y 2 0 . 9 2 1 . 3 8 . 5 1 2 . 3 7 8 . 1 1 4 . 4 1 6 . 0 1 5 . 3 54.  S 6 . 1
F l e c t r l c a l  n a c h i n e r v  ar.d

a p p l i a n c e s 3 . 3 3 1 . 3 1 2 . 9 i q . 3 2 2 . 3 2 7 . 4 1 3 . 3 ■ 9.9 . t

Sub T o t a l 2 9 . 2 5 2 . 6 2 1 . 4 2 3 . 1 5 0 . 9 4 » , 8 2 9 . 3 4 2 . 9 -■ 4.7 - 5.  C

T r an s p o r t  e c u i p - e r . t 1 1 . 5 1 9 . 8 7 . 3 7 . 4 ? s 0 . 9 1 0 . 3 1 8 . 3 4 . 8 8 . 1
M i s c e l l a n e o u s  I n d u s t r i e s ? . o 1 1 . 6 1 3 . 6 1 5 . 3 1 7 . 0 1 7 . 0 1 5 . 7 1 9 . 6 2 1 .  ? 1 7 . 6
T o t a l  In p r o d u c t i o n 6 1 5 . 1 ' 4 5 7 . 2 33 3 . 3 4 1 1 . 7 5 5 5 . 2 6 2 1 . 2 9 : 5 .5 3 * 1 . 6 Tct .  3
Under c o n s t r u c t i o n 7 5 8 . 9 6 3 4 . 5 57 4 . 4 3 5 9 . 9 2 3 9 . 2 4 5 7 . 2 7 0 7 . 0 M 3 . 6 7 3 1 . 6 5 6 1 . 1

T o t « l 1 , 2 2 5 . j i . r V M 1 . 0 3 1 . 4 7 7 4 . 2 7 1 0 . 9 1 ,  C1 3 . 0 1 , 3 2 3 . 2 U i - L i L 1 . 5 5 3 . 2 I. ,* 2 7 . 5

T o t a l  e x c l u d i n g  c o s t  o f  l and
and r e s i d e n t i a l  h o l d i n g s 1 ,  2Ca . 2 *»4 3 . 1 6 9 7 . 3 93 0 ,4 1 . 2C9.0 1 , 5 2 6 . 3 1 , 6 1 6 . 6

•‘a ? r : v < «J. j r. a 1 i 1 r a .



Table 4 CROSS FIXED CAPITAL FORMATION IN INDUSTRY, 1969/70-1978/79

(million rupeea)

1969/70 1970/71 1971/72 1972/73 1973/76 1976/75 1975/76 1976/77 1977/78 1978/79

In current Rs. Million
Private large and Medium-Scale 

, mins t rles
.bin\1-Scale Industry 
Pul.i',c Industry

(of vhlch Steel Mill)

1,208.2f  
187.7» 
179.2

1,226.0
201.7
68.2

1,016.3
219.1
98.5

763.1
255,9
110.6

697.8
325.5
382.3
(1.8)

990.6
666.5

1,066.9
(196.6)

1.309.0 
509.5

6.516.0 
(668.6)

1,526.3
585.5

6,516.0
(1.716.0)

1,539.1
636.6

6,163.5
(2.865.6)

1,616.8
688.1

5,967.6
(3,389.7)

Total 1 ,575.1 1,693.9 1,333.9 1,129.6 1,605.1 2,501.8 5,000.1 6,625.6 6,317.0 8,272.1

In constant 1969/70 Rs Million 
Private Large and Medium-Scale 

industries
m .ili-Scale Industry 
Pub I 1o Indust ry

1,208.2
107.7
179.2

1,038.6
182.5
57.9

699.9
171.0
66.9

313.1
167.6
65.6

231.0
138.5
115.8

182.8
152.3
279.0

366.5
157.1
837.3

369.0
167.6

1,091.6

367.1
172.5

1,385.6

360.2
180.2 

1,329.6

Total 1,575.1 1,278.8 905.8 506.1 699.1 616.1 1,338.9 1,628.0 1,905.2 1,870.0

Source : National Accounts of Pakistan, 1969/70-1978/79 and Bank staff estimates based on detailed Information provided
by Statistics Division.



Table 5 INTEREST RATES ON BANK DEPOSITS AND ADVANCT , 1971-79

(in percent)

June 30
1972 1973 1974 1975 1976 1977 1978 1979

Interest Rites on Bank Deposits

Special Notice Deposits
Deposits withdrawable at notice

•

of 7-29 days
Deposits withdrawable at notice

3.00 4.00 4.00 4.00 5.00 5.50 5.50 5.50

of 30 days or over 3.25 4.25 4.25 4.25 6.00 6.50 6.50 6.50

Savings Bank Deposits
Accounts with checking facilities 4.00 5.00 6.00 6.00 6.50 7.50 7.50 7.50
Accounts without checking facilities 4.50 5.50 6.75 7.50 8.00 8.50 8.50 8.50

Fixed (or term) Deposits
For 3 nonths and over but less than

6 months
For 6 months and over but less than

4.50 5.50 6.75 7.50 8.00 9.00 9.00 9.00

1 year
For 1 year and over but less than

4.75 5.57 7.25 8.00 8.50 9.50 9.50 

Id.50

9.50

2 years 5.00 6.00 8.00 9.00 9.50 10.50 10.50
For 2 years and over but less than *

3 years
For 3 years and over but less than

5.50 6.50 8.50 9.50 10.00 11.00 11.00 11.00

4 years
For 4 -3 and over but less chan

6.00 7.00 9.00 10.00 11.25 11.75 11.75 11.75

5 ve 6 . 0 0 7.00 9.00 10.50 11.25 12.25 12.25 12.25
For 5 yt .rs and over 6.00 7.00 9.00 11.00 11.75 12.75 12.75 12.75

Interest Faces on Bank Advances

Ceilings on Advance Rates 
GtfreraX n.a. 10.00^ 11.00— . 13.00 13.00 1 4 . 0 0 14.00 1 4 . 0 0
Fixed Industrial Investment n.a. lO.OOy5- ll.OOv5- 13.00 13.00 14.00 12.50 1 1 . 0 0
Fined agricultural investment n.a. lO.OC^i 11. CO^- 13.00 13.00 14.00 1 1 . 0 0 1 1 . 0 0
Export flnance/b n.s. 7.00 9.00 10.00 10.00 1 0 . 0 0 6 . 0 0 3.00
(S3? refinance rate) n.a. 4.00 6.00 7.00 7.00 7.00 3.00 0 . CO

M i n i m a  Advance Pares
Finished goods (except capital goods) n.a. 10.00 11.CO 12.00 12.00 1 3 . 0 0 1 3 . 0 0 1 3 . 0 0

Other advances n.a. 10.00 1 1 . 0 0 10.00 10.00 1 1 . 0 0 1 1 . 0 0 1 1 . 0 0

k>ic'-ited Avereae Interest Rates
Deposits 3.38 3.59 3 . 9 4 4.67 5.30 6.32 6.23 6.49
Quasi-noney deposits 4.90 5.76 7.32 8 . 1 8 3.79 9.05 9.24 n.a.
Usances 8.65 8.54 9.48 10.31 1 0 . 9 2 11 ."68 1 1 . 8 0 11.66

Call ! ' . r . z e ? rarV ) -.onev race 5.35 5.25 3 . 1 3 1 0 . 6 3 9 . 4 0 1 0 . 0 3 1 1 . 2 0 S. 99

6 . CO 6 . 0 0 3.00 9 . 0 0 9 . 0 0 1 0 . 0 0 1 0 . 0 0 10.00



Table 6 ANNUAL DEVELOPMENT PLAN .CLASSIFIED BT SECTORS, 1971/72-1979/80

(sllllon rupees)

1971/72 1972/73 1973/74 1974/75 1975/76 1976/77 1977/78 1978/79 1979/80^

Agriculture 223 551 ' 687 956 1,052 1,347 1,421 2,445 3,086Veter 192 351 583 1,047 1,244 1,852 1,556 1.747 1.610Power 377 532 907 2.008 2,316 2,422 2,646 2,935 3,239Industry 78 249 630 1,559 1,239 3.466 4,593 4,575 4,057Fuels end Minerals 57 113 315 630 751 587 664 835Transport and Coounlcaclons 438 622 1,285 2,148 2,412 3,175 3,158 3,760 3,919Physical Planning and Housing 126 268 476 949 1,209 1,277 1,273 1,534 1*427Education 124 210 318 534 706 566 647 772 891Health 57 96 176 363 629 540 512 569 717Population Planning 26 27 103 145 189 183 105 114 169Social Welfare 7 7 11 13 16 18 17 17 32Manpower 3 6 35 53 30 23 18 39 59Works Progran/Rural Developnent 37 117 148 154 193 181 123 214 203Indus Basin/Tarbela 905 719 741 812 915 619 436 1,031 1 052Miscellaneous 2 .2 - 243 141 58 69 90
Cross Tocal M 5 4 3,869 6,417 11,372 13,144 16,239 17,150 2* 495 21,597

l X  Revised elloeatlcrs.

»



Table 7 C0HS0U3AÎLD FEKRa L AMO PROVINCIAL GÚVE1NPSNT TAjt IC V O iltS , 1970/71*1979/00

(■illton ruoooo)

1970/ 71 1971/n 1972/73 1973/74 1974/75 1975/74 1976/77 19)7/7» l»7»/7*¿i l*7*/M¿i

Street T«1 «« i.:oa 1.406 1,505 1.665 1,919 2.775 3,113 3.342 3.976 -iuili
Federal 1m « «  and Corporation Tax 
Federal Property Taace 
Provincial Property TueiZi 
Provincial Other Direct Taxes

915
24
257
U

1,239
30
331
9

1*120
42
340
3

1,191
59

408
7

1,390
57

497
5

2,145
74

547
9

2,659
38

407
11

2,852
48
409
33

3,290
58
591
37

3,647
379
448
42

Indirect Taxe* 4.437 4.311 3,992 8.822 10.919 12, *69 14.644 18.243 20.921 25,034
T*a«o N  Production, Conception ond 

DoRMtle TruuMtlon* 2.593 2.854 3.090 4.190 3^272 6.719 7.381 8.597 9.145 11,092
Federal Saleo Tase« (Excluding Salea 
Tax an Inported Cede)

Federal S«rdui(«i (Excluding Price 
Equalisation Surcharge)

Federal Exclae Duties 
Provincial Exclae Durtee 
Other Indirect T*s««¿i

170
129

2,022
54

m

150
298

2,119
58

229

190
217

2,265
91

327

227
593

2,742
93

334

312
315

3,458
121
•19

313
995

4.323
147
951

239
1,059
4,332

142
1,112

324
877

5,994
n

1,319

370
1,004
9,487

62
1,222

388
616

8,796
21

1,269
Taxes on International Trade 1.854 1.661 2.932 4 t662 ;,b<7 6,050 7,763 a .656 11.479 13.943

Tarea on leporte 
lepert Suttee
Salee Tax on leported Goode 
Price Equalisation Surcharge 

Zasea on Esperta 
Hlacallaneowe

1,909
(1,358)

(438)
(10)
48

1,497
(1,149)

(332)
(19)
142
22

1,942
(1.554)

(270)
(18)

1,090
30

2,758
(2.245)

(495)
(29)

1,979
28

4,615 
(3,836) 

( 763) 
(16) 

1,042 
40

5,234 
(4,348) 

(336) 
( - ) 
738 
78

7,124 
(6,000) 
(1,124) 
( - ) 
82 
57

9,233 
(7,9b 7 > 
(1,266) 

( - ) 
345 
78

11,246 
(9,7 TO) 
(1,476) 
( * ) 
130 
100

13,193 
(11,750) 
C 1,943) 

( * ) 
200 
550

Prevlnctal M«v Tas Measures __ _ - _- . „ .
Total Tax Revenue« 5,643 6 , 1 2 1 ¿497 ¿¿4«7 12,538 ¿5^544 1T759 ¿1*585 24,597 29.567

l *  Provision«!,
/b Cov«rr»ent (NoveAber 1979) eetlAatee.

Includes land surcharge on Und revenue, Motor ««hielo U i  and property tax.
L i  end P r o v i n c i a l  o c h a r  l n d l r a c t  t a « » . ,  v l i . t  . t a a p  d u t l a a ,  r . j l a t r a t l o n ,  a n c a r c a l t n a n c  d u l l « « ,  a l a c t r l c l t y ■d o t l a a  a n d  „ ’ h o r a

A t t “ 1 a v t h o r ljad br  t h a  P r o v i n c i a l  . a a s t l l . i  a d d  o p  t o  >» 69  . U l l o n ;  t h a  b a la n ç a  l a  t o  ba o a t  f r o a  r . d a t a i  a r a n t a  an dexpenditure c u t * .

Source: ministry at Finance and tccnĉ ile Affair«.



Tabie 8 CO N SO LIDA  7 1 0  t C V lN U S S  AtfC U n N O l T J U  o r  AN C W O v i i iC lA i ,  C a v u u M N T S ,  1 9 7 0 /7 1 - 1 9 7 9 /8 0

( n i l l l o n  n i p « t t )

1970/71 1971/72 1972/ 71 1973/74 1974/75 19 75/76 1976/77 19)7/78 i»:i / lî - 1979/80-4
Cun ont Account
Catront lovoftu«» 7.139 8.080 9.663 13.757 16.481 19.826 72.504 27.128 3t.72i 37.490
Too lov«nuoo^£ 
Kon-Too lovonuoo

3,645
1,494

6,121
1,959

7,497
2,168

10,487
3,270

12,838
3,651

15,544
4,282

17,739
4,747

21,585
5,543

24,597
7.124

29,567
7.923

Cur;«nt Siroftdlturoo 6.606 7.837 10.07» - 14.272 19.633 22.333 23.03» 29.0C5 33.790 36.139
Kjn-Oevo I opcont 
B«vclof>CO*lt

6,228
378

7,513
322

9,123
955

13.022
1,250

17,423
2,210

19,487
2,846

19,809
3,249

25,028
2,977

28,831
4,959

32,022
4,107

Current Ace Amt Suralvs 533 243 -413 -313 *3.145 -2.307 ■ 332 -877 -:.:69 1,351
Corttol Account

Cooltol I«riftdttar«« 3.069 3.AA.9 5,086 7.024 11.3C» 14.486 13.734 16.350 21.153 24,632
Kon > 9ev« I <; ̂tont 
Dovotoaoont **7, 

2.40*^ 1.32V.2.129-&
2,222
2,844

1,890
5,134

2,906
8,402

3,898
10,538

3,025
12,709

7,20«
U,i44

3,931
15,222

7,4*5
17,187

Plnoncod be Casootlc Siieureoi i . m 1.246 122 2.640 487 1.094 2.095 3,560 3,194 9,297
lootfwo Account Surplus 
i*«i*-8*nk Sorrowing 
■ecovortoo of l.sono end Advances 
A«e-etiert* to oooorvo rondo 
Other Deposits and loftttuncoo 
Slot* Trodlnd 
Autonanmoo Aodtoo 
Other Cepltel Kocotpto

533
353
2J4
60
u o

1

243
440
184
277
-48

148

•413
3 79 
443 
447 
-441

7

*515
937
5C3
369

1,144
131
91

-3,145
1,51*

591
1,307

22
180
18

-2.307
1,715
473
840

•316
1**
41/
295

• 532 
1,564 
*83 
807 
-415 

25 
353 
30

-877
2,400
609
732
*23
523
198

-2,069
2,377
8?1

1.C31
*2J4
36
775
177

1,251
2,306
930

1,229
298
629

2,188
334

ferels- Aoototonco 1.249 378 3.865 8.786 9.461 _ 7.630 7.237 10.754 12.288
Protect Aid
Pupto Coftorttlltf Aid 7C3

546
482
394

620
2,737

694
3,171

1,266
7.52C

2,117
:,344

2,690
*,940

3,807
3,430

4,916
5,838 -

t*?er »« sr.»rv flftOftCift* 305 1.3C3 . 1.5C7 499 J.?3» 3,901 6.C09 5.553 7.205 3.247
Titol Iieoftdit-roo 9.671 11.286 15.164 21,296 30.*41 36.789 38.792 44.355 54,9*3 60. **1
No ft - CoVO 1 o pctfl t 
Development

6,892
2,779

8,836
2,450

11,345
3,819

14,912
6,384

20,329
10,612

23,385
13,404

22.834
15,958

27,234
17,121

34, *62 
70,181

39,476
21,294

¿ ±  P r e v i  c i i * f t c l .
? - Oo*erftT«ftt {Si9V«rt*r 1979}.¿5. ì*Cludtft| U*Ai.'(r» IO A-K vOv«rnr«ne.

I r . c l u e t v *  o f  I s a a c  t c  end  l r . v t t t & o n t  i n  l u t s n a o u i  b o d ie s  « n e u f t t t n «  t o  » •  835 s i l l t o f t  I n  1 9 7 0/7 1  » n ó  3 *  -53 c l l l t o «  i n  1971/72  
t h ro u g h  th e  p r a v i » « : * !  b u d * * : «  b v t  < und«d bp  t h e  C o n t r o l  C c v o r r ^ o n t .
I . . « l « o l v o  o f  f o r o ?  lo *  .co  r o o o l v t d  Co ¿ ¿ ¡ v a r c a  ft o n -A CP p r o g r e s s  ( l f t C lu d « d  l a  n o n - ^ o v t l& f l t o n t  c o p l t o i  o ip o n ó '. t u r  00;  .

e fu n n o io d

Sevres; r .ift lo try  o f , ' i r t an em ie  A f f è t t o .



Table 9 WORKERS' REMITTANCES BY MONTH, 1976/77-1979/80

(ni11ion US$)

1976/77 1977/78 1978/79 1979/80

July 33.5 81.6 105.0 122.0
August 33.4 95.4 108.4 129.1
September 33.9 75.1 104.6 115.0
October 38.6 90.8 134.9 139.1
November 43.4 78.2 111.1 103.7
December 37.9 91.4 95.4 147.5

January 58.8 105.1 139.0 169.0^
February 47.1 93.6 109.5
March 65.1 110.7 123.4
April 75.2 109.0 1*24.6
May 57.2 117.7 122.8
June 53.7 107.6 119.0

Total 577.7 1,156.2 1,397.7

/a Approximate figure.

Source : State Bank of Pakistan.



Table lo COMPOSITION OF e x p o r t s / -  1969/70-1978/79

(million rupees)

1969/70 1970/71 1971/72 1972/73 1973/74 1974/75 1975/76 1976/77 1977/78 1978/79

R.-iw Cotton 209.7 270.0 954.8 1,167.0 376.1 1,543.9 980.5 292.1 1,093.6 655.2
Cotton Yarn 254.0 344.2 592.3 1,941.0 1,810.6 851.4 1,422.3 1,171.7 1,059.5 1,956.1
Cotton Cloth 257.6 311.3 387.1 1,247.1 1,416.8 1,312.5 1,359.4 1,603.3 1,741.2 2,135.2
Kire 93.3 173.0 274.1 1,136.1 2,098.4 2,303.7 2,479.1 2,477.9 2,408.5 3,380.0
n.,.. ¡and Fish Preparations 83.3 61.3 111.1 233.7 276.0 156.6 278.8 381.3 341.4 462.0
Tanned leather 109.3 107.0 173.5 544.9 418,5 367.3 295.9 647.4 636.5 1,247.3
C.ii'pets and Rupn 55.] 64.7 108.7 281.5 456.7 456.0 719,2 911.9 1,170.8 1,764.7
PC!. Products 4(1. 5 38.6 41.3 128.6 175.6 138.5 192.0 268.5 625.9 643.5
C -ii.i at anil Cement Products 19.2 20.5 43.9 106.2 167.2 279.6 44.6 5.6 0.2 —
S,»«'.r!s floods 30.0 32.7 50.7 136.1 188.0 204.5 189.2 199.1 194.9 212.1
i; nr Cool 26.6 20.9 24.6 82.8 64.1 20.1 66.2 76.2 72.7 107.9
ethers 421.4 554.2 609.3 1,546.2 2,713.2 2,652.0 926.7 3,258.9 3,635.3 4,360.9

7 oral 1,608.0 1,998.4 3,371.4 8,551.2 10,161.2 10,286.3 11,253.9 11,293.9 12,980.5 16,925.0

exports to Fust Pakistan 1,666.9 1,377.6 474.0 - - - - - - -

ratal exports 3,275.5 3,376.0 3,845.4 8,551.2 10,161.2 10,286.3 11,253.9 11,293.9 12,980.5 16,925.0



Table 11 COMPOSITION Of IMPORTS. 1970/71-1978/79

(million rupees)

1970/71 1971/72 1972/73 1973/74 1974/75 1975/76 1976/77 1977/78 1978/79 —

raoital Goods 1.885 1.486 '2.499 3,975 6,152 7.158 8.750 9,316 10.970

Iron and Steel Bars 28 25 32 58 58 45 38 57 30
Plates and Sheets of Iron 

and Steel 129 103 245 566 690 512 775 768 1,067
Hoop and Strip Iron 15 14 34 51 - 35 17 21 29
Ralls and Railway Track. 13 11 6 2 4 93 78 26 78
Iron and Steel Wire 14 14 21 31 53 60 53 59 79
Tubes, Pipes and Fittings 45 45 50 77 147 412 366 139 222
Power Generating Machinery 

Other than Electric 50 8 40 146 21 129 239 204 458
Agricultural Machinery 65 56 72 201 295 534 . 837 939 1,090
Textile and Leather Machinery 143 196 202 243 14 714 581 573 508
Machines for Special Industries 94 76 60 121 105 407 547 573 528
Electric Power Machinery 87 78 107 168 272 433 383 532 633
Road Motor Vehicles 193 35 398 544 505 843 1,059 1,1*1 1,598
Others 1,009 825 1,232 1,858 3,888 2,941 3,757 4,314 4,617

Consumer Goods 385 795 2,484 3,214 4,714 4,337 3.651- 5.555 8.969

Wheat 83 270 1,112 1,546 2,461 1,785 660 1,337 3,505
Other Food 12 180 834 896 931 1,281 1,386 2,078 1,871
Petroleum Products - 69 25 151 390 390 601 1,538 2,200
Medicines and Drugs 5 6 7 9 120 184 186 2 7 2 348 523 601
Printed Macter 11 6 13 14 34 21 24 49 71
Others 223 191 380 423 712 588 632 40 721

Raw Materials 1,332 1,218 3,415 6,290 10,059 8,970 10,611 12,944 15,449

Crude Petroleum 167 172 463 1,055 2,145 2,524 2,711 3,360 3,046
Edible Oil 183 131 224 821 1,297 1,047 1,478 1,353 2,953
Chemicals 103 389 471 690 625 493 550 £48 811
Cyelng and Tanning Materials 51 206 148 165 203 208 208 363 311
Fertilizers 118 51 390 e95 960 559 623 1,013 2,308
Chemical Materials,n.e.s. 66 53 151 295 238 449 629 449 429
Pig Iron, Sponge Forms of Iron 21 46 57 37 230 64 39 47 96
Ingot and PrlDary Forms of Iron 101 55 165 176 481 134 243 295 330
Non-Ferrous Metals, n.e.s. 18 2 12 3 7 3 4 344 327
Iron and Steel Forgings 7 - - 5 IT 43 18 u 14
Copper 78 17 - 2 127 42 50 36 73
Aluminum IS 18 2 75 106 35 138 140 135
Others 455 78 1,332 2,011 3,423 3,374 3,870 4,591 4,ICS

7otal 3,602 3.495 8,398 20.925 20,465 23.012 27,315 36,366

! a  P r o v i s i o n a l .

S o u r c e :  M i n i s c r v  o f  F i n a n c e  and E con om ic  A f f a i r s .



Table 12 S t i i m iT  S A U * . !  TT ¡A r - f f * T S ,  \*rtf?i.lS7n/ 1%

( « t u t e n  uss)

! 87?/73 16 ? 3 / 7& 1*74/74
Credit Debit Selene* Credit 3-bt Belane* Cr ed 11 Detit telane*

“•,nd* end Pervtce* *18.7 1,185.3 -275.3 1.239.1 1.934.8 -498.8 1.299.8 2.696.1 -1,387.2

Parrhendte# 7*6.4 881.2 •124.6 1,219.7 1,493.1 -4 73.4 877.4 2,114.2 -1,134.4
Cold • - . . . _ _

F r » l jh t  and Tn*i.;enc* 3.1 82.0 -78.8 2.0 133.9 -151.8 1.7 208.0
'th «r >7.7 33.7 22.0 87.5 65.4 31.8 128.4 5J.J
Travel 13.1 28.1 -14.7 20.3 35.5 -13.2 27.5 43.8
t-. «-atne-nt In c-*« 17.3 101.5 -84.2 34.1 108.1 -72.0 37.» 135.1
CovrHM nt (n . t . e . ) 37.7 32.7 3.0 27.« 45.0 •17.6 40.0 68.0
Other J «r *U «< 22.3 22.3 - 34.8 35.6 - 0.7 73.4 38.6 15.1

(Me»dulled Tranaier* 181.1 4.1 175.0 222.7 3.1 217.6 3T8.3 3.1 311.4

P rive t* 144.3 1.3 143.0 151.2 0.9 150.3 228.8 0.5 228.4
Co«*rn»*nt 34.8 4.8 30.0 71.5 4.3 47.2 108.6 4.6 106.p

r-*r>ttel end Tt»eef«rv Cold 378.8 284.0 82.8 »33.8 149.2 684.4 !.2*5.1 246,1 1.048.0

P riv e t*  end Lenf Ter* 58.7 45.8 12.8 100.8 43.4 57.5 !*4 .8 68.2 95.7
P riv e t*  end Short Ter» 1.0 1.0 0.1 _ 0.1 0.1
L r tr l Cwvermnenta 33.0 41.8 -8.8 104.0 37.0 49.0 123.8 33.5 *9.3
Central Seoerneefit 242.8 15.1 267.8 244.8 32.4 212.2 793.4 48.1 725.3
Central S on »u r» Inattention U .3 142.4 -151.1 128.8 8.3 120.4 216.1 93.3 120.7

(o f  ^ t e h  account v lth  litf Net) ( - ) (4 .3 ) (-4 .5 ) (33 .2 ) ( - ) (53.2) (201.0) ( - ) (701.0)
Other nonetery In stitu tion * n .a 20.4 -8.8 35.2 27.9 27.2 18.8 ( - ) 18.8

Error* and (V laslon* 

%

7.4
—

7.4
—

-3.3 -5.3 16.7
—

14.7

1875/ 76 1*74/77 1*77/71
Credit Debit l e lance Credit Debit Balance Credit Debit balance

Cesd* end Service* 1.44Q.4 2.704.1 -1.288.5 1.437.0 3.C79.0 -1.642.0 1.69?.. 3.311.9 -1,824.4

1,142.1 2,138.6 -877.3 1,132.0 2,418.9 -1,294.0 1.282.5 2.751.4 •1,448.8
Ron*Mon»tery Cold 1.3 . l.J . _ , 6.2 4.2
fre igh t and Insurance 1.2 201.4 -200.2 2.0 229.0 -227.0 1.8 287.1 -2*6.0
Other Transportation 125.4 58.5 63.8 127.3 50.0 77.3 132.6 66.6
Trevel 33.0 58.1 -23.8 44.0 52.0 -8.0 49.8 52.7 17.2
Ineeetseftt Inca** 28.4 173.2 -164.8 33.0 302.0 -168.0 36.1 214. 7
C overven t (ft- l.e * .). 44.1 75.8 -29.0 38.0 7*.0 -41.0 71.1 97.0 -13.8
Other Service* 40.4 52.0 8.4 41.0 49.4 U.& 88.2 51.6 37.4

tforeoulted Transfers 4*1,4 18.4 472.8 744.0 4.7 718.3 1.352.2 14.4 1.137.4

Prtvete 333.4 0.6 353.0 381.0 _ 5*1.0 1.274.2 0.4 1,225.8
Cavarnaent 138.0 18.2 1 1 8 . 8 153.0 4.0 U 9.0 124.0 14.2 118.8

Casttal end “ anvtarv Cold 1.247.3 <.31.8 833.3 1.239.3 414.0 863.0 1.15 7.3 e.66. 8 312.3

Private and lor.j Ter* 182.4 43.1 139.5 IM.O 41.0 10?.C 153.4 ¿-.9 ICP.5
Private end Short Ter« 78.4 24.3 54.1 158.0 105.0 53.0 159.3 1)9.4 I * . 9
Local Coverrr'enta 212.2 28.8 182.'. 303.0 63.0 260.0 421.0 36.0 )65.0
Central Covernnent 583.4 134.2 4)9. 397.5 223.0 1 7 5 - 60G.2 95.9 316.3
Central Ttonctery Institu tion 157.0 180.4 23.4 223.0 223.0 4. 7 139.9 •328.2

i o i  vhlch account vich 1*7 Her) (135.3) ( - ) (135.5) (61.0 ) ( - ) (41.0) (• ) (7 .1 ) (-7 .1 )
Other Monetary Inatltutlun# 43.7 - 63.7 29.2 - 29.2 18. 7 4. 7 14.0

Errert a-.d O i i i i lw i . 8.8 -9.8 57.0

~

T V ! '4
Credi t Teblt Salane-

Cord* and Service* 2.15?.4 4 .> 3 ,4 •T.eOt.O

Pvreha-di a# 1,46- . 2 3,815.8 -2,171.6
r.on->»nn**.arv "o ld , 2.1 ■
7f * 1 |“.t and .neuranc* 2.6 338.4 -335.8
Cvr.cr Tr ana^cr t atlon 94.4 174.2
T-ave’, 9r.C 74.5 11.5

6*i.) 2 70.7 -232.6
'rveri.-i.n t . r.. 1. e . ) 78.9 u c .a - r ..9
Other Services ic*..o 61.3 63.9

” <■ re^.Mtvd • i s : * . * . 1.626.2

Private 1.6*4.9 0.7 1 ,6 *6 .:
Crver-vaent i : : . i 2.7 127.8

a ; .  t * :. . n c f '  T 5 * - 18.:

• __ • - \ ,  ~d »  ' «rv '  ‘~\i i. i n _ . ** » . 3

‘ hi r ■ * i — 0 T-,-rr »1.7 1 - 1 _ ;
. - ■ d . * » nt \y- .\

t t  * n t n l5 .i
a rv I - «  r •. t-j'. ■ r-. : —. : 1 Cd, 8

■•“■‘. t *  n *e ju :! »;*.h l “/, .- t ) . - '4 . n
•h-r '’ .nc’.a f f  - - >t 1 ”. l t ‘. « 51.9 - ; ! .9

.  11 A  i'.-.VJ _ l l '.*.4



Table 13 FIXED CAPITA!. FORMATION B¥-. E.CCNOMI C SECTOR, 196?/7Q-1? 78/79

( m i l l i o n  r u p e e s )

1969/70 1970/71 1971/72 1972/73 1973/74 1974/75 1975/76 1976/77 1977/78 1978/79^

Total Fixed Capital Formation 6.334.0 7.045.4 6.8*4.3 7.646.5 10.613.9 16.217.9 22.770.4 26.421.4 29.228.2 31.675.0
Private 3.493.3 3,531.4 3,545.9 3.726.3 3.840.0 5,207.3 6.483.9 7.779.7 S,894.0 9.970.4
Agriculture 476.1 463.4 535.2 612.1 737.9 545.7 1,348.5 . 1,600.0 2.077.0 2,163.6
Mining and Quarrying 17.5 18.8 18.0 19.0,.

763.1—
22.7.

697.3^
30.2,.

1,990.4^
33.2/.

1,309.0^-
36.5 40.1 44.1

Large-Scale Manufacturing 1,206.2 1,224.0 1,016.3 1,526.3 1,539.1 1.666.6
Small-Scale Manufacturing 187.7 201.7 219.1 255.9 325.5 446.5 509.5 585.3 634.4 688.1
Construction 61.0 4.4 28.1 23.7 26.7, 62.3,

1.<A
49.5, 119.3/

1.6^
104.9
2.0—

102.9/
Electricity and Cas 108.3 107.7 71.3 111.8 0.9— 1.5^- 2.0—

-Transport and Cocurunieation 514.7 518.3 6(36.9 968.0 999 6 1,016.4 1.070.7 1.167.0 1,227.3 1 .592.4
financial Institutions and . .
Banking Insurance 51.2 52.0 33.2 34.5 9.84-2- 5.6—1 7.2— 13.6— 13.4 13.4

Ownership of Dwellings 502.3 555.6 603.9 493.8 500.3 1,136.4 1,341.2 1,709.0 2.034.6 2,392.4
Services 366.0 385.5 413.9 444.4 519.3 673.3 813.2 1,020.9 1,221.? 1,354.9

Public 3.304.1 3.514.0 3,267.4 3.920.2 6.773.9 ll.O’O.l 6,286.5 8,641.7 20.334.2 21.704.6
Covemoent Enterorises 314.8 353.8 262.0 355.3 397.5 915.9 911.9 1,122.0 1,063.2 1.477.3
Railway 219.2 233.1 114.2 106.9 111.7 602.0 645.0 643.4 655.1 997.5
Post Olflee, Telephone
and Telegraph 95.6 120.7 147.8 218.8 285.8 313.9 266.9 478.6 428.1 479.8

Seal-Public Organizations 1.962.4 2.218.0 2.089.4 1.979.9 3.692.6 6.311,0 10,167.4 11.515.3 13.471.4 13,383.5
Indus Basin 1,024.8 983.3 981.2 719.4 728.6 1 ,043.2 1,477.2 581.3 855.0 813.2
Mining and Quarrying 8.3 7.4 10.5 33.0 14.6 59.6 37.4 295.2 335.8 191.1
Large-Scale Manufacturing 177.1 67.7 96.9 109.9 375.4 1,056.6 3,159.5 4,487.8 6,133.3 5.946.8
Small-Scale Manufacturing 2.1 0.5 1.6 0.7 6.8 8.3 22.1 26.2 10.2 20.6
Electricity and Cas 155.8 575.1 410.1 383.2 704.5 2,419.1 3,184.7 2,519.5 2,778.8 2.302.8
Financial Institution, and
Banking Insurance 8.0 5.3 10.3 13.5 59.4 81.1 110.4 160.7 202.1 219.2

Rural Works Program 99.2 40.3 39.1 139.6 140.4 142.2 160.7 98.8 73.4 1C9.0
Others 487.1 536.4 539.7 500.6 1,662.8 1,500.9 2,315.4 3,345.8 3,083.8 3.780.8

General Government 1,063.5 942.2 917.0 1,535.0 2,683.8 3,783.2 4,907.2 6,004.4 5,779.6 6,SO. 8
Federal 352.0 299.5 352.3 571.5 1.021.7 1,117.7 1,516.3 2pa:a.9 2,432.8 3,::i.6
Provincial 559.9 197.3 373.1 812.7 1,407.5 1,952.0 2,632.6 3,010.9 2.894.9 3,27 3.0
Local 151.6 155.6 191.3 200.8 254.6 113.5 458. 3 572.6 451.9 516.2

f t

H

Is
/d

Provisional.
E x c lu d e s  Rs 2 5 . 8  m i l l i o n  f o r  t h e  y e a r  1 9 7 2 / 7 3 ;  ?-S 3 5 . 4  t r i l l i o n  f o r  1 9 7 3 / 7 4  ; Rs 7 3 . 6  m i l l i o n  f o r  
f o r  1 9 7 5 / 7 6  m a i n l y  a s  in v e s t m e n t  In  3 2 <  i n d u s t r i e s .
I n c l u d e s  o n l y  p r i v a t e  s h a r e  o f  i n v e s tm e n t  in  e l e c t r i c i t v  com pa n ies  a r r i v e d  a t  on t h e  b a s i s  o f  p, 
I n v e s tm e n t s  in  KESC ar.d g a s  com panies  a r e  shown un de r  p u b l i c  s e c t o r .
E x c lu d e s  Rs 5 5 . 1  m i l l i o n  f o r  1573/74" .  ¿ *  5 8 . 3  s i l l i e r ,  f o r  1 9 7 4 / 7 5 ;  Rs 9 1 . 9  m i l l i o n  f o r  1 9 7 5 / 7 6  ; 
1 9 * 6 / 7 7  a s  i n v e s t m e n t  in  n a t i o n a l i z e d  b a n k s .

1 9 7 4 / 7 5 ;  and Rs 1 0 5 . 7  m i l !  

i d - u p  s h a r e  c a p i t a l ,  

and Rs 1 0 0 . 1  m i l l i o n  f o r

:n

S c t e :  The S t a t i s t i c s  D i v i s i o n ' s  e s t i m a t e s  do n o t  t a l l y  w i t h  t h e  P l a n n i n g  and Development D i v i s i o n ' s  due to c o n c e p t u a l
d i f f e r e n c e s .  The fo rm e r  r e l a t e  to  p h y s i c a l  in v e s t m e n t s  w h i l e  th e  l a t t e r  i n c l u d e  f i n a n c i a l  i n v e s t m e n t s , f o r  e x a m p le ,  
c o s t  o f  l a n d ,  a s  w e l l  a s  advan ce  pa y m e n ts  f o r  i m p o r t s  o f  equipment and fun ds  r e g a i n i n g  u n u t i l i s e d .

Sources: and D evelopnant D i v i s i o n  ar.J S t a t i s t i c s  D i v i s i o n



Table 14 SECTORAL GROWTH RATES AT CONSTANT 1 3 5 9 / 6 0  TACTOR COST, 1 9 6 0 / 6 1 - 1 9 7 8 / 7 9

(annual percent race)

Average Annual 
Second Plan/*

Growth Rate 
Third Plan¿* 1965/66 1966/67 1967/68 1968/69 1969/70 1970/71

Agriculture 3.79 6.35 0.45 5.48 11.73 4.52 9.55 -3.07
Mining and Quarrying 11. »4 5.26 9.02 - 3.01 2.92 11.35 0.64
Manufacturing 11.7* 8.11 8.59 5.66 6.27 8.63 11.31 2.55
Construction 20.74 6.20 4.86 -3.71 -0.19 27.00 3.04 2.43
Electricity, Gas and Water 14.91 38.89 14.53 5.08 8.21 12.05 154.58 15.96
Transport, Storage and

ConsunlcatIons 11.48 5.00 6.30 4.32 5.39 5.87 3.10 -2.32
Commerce 8.51 7.11 8.55 5.25 3.67 7.09 10.87 0.27
Financial Institutions and Insurance 15.38 12.65 10.94 12.68 11.75 8.50 19.38 9.67
Ownership of Dwellings 3.12 2.64 3.07 3.28 2.69 3.00 1.18 3.33
Public Adslnlstratlon and Defense 7.10 9.63 56.52 -14.4A -2.55 5.32 3.59 2.55
Services 4.18 4.61 3.98 4.28 4.05 3.94 6.79 4.93
GDP at Factor Cost 6.79 6.75 7.95 2.72 6.79 6.49 9.78 0,30

1971/72 1972/73 1973/74 1974/75 1975/76 1976/77 1977/78 1978/79^

Agriculture 3.47 1.67 4.18 -2.12 4.47 2.48 2.50 4.18
Mining and Quarrying 1.92 1.26 11.80 0.56 -3.31 17.71 1.94 3.33
Manufacturing -3.55 10.68 7.45 0.57 1.55 oTST' 9.19 4.79
Conatructlon . -16.33 15.74 10.70 ’ 17.72* 19.38 -0.86 8.29 9.07
Electricity, Cas and Water 5.26 15.77 13.27 -11.14 3.79 16.04 8.92 8.11
Transport, Storage and

Ccqbsur lea t Ions 2.32 16.30 4.71 4.42 1.16 1.69 13.36 8.72
Cocnerce -0.49 6.66 14.89 3.17 1.81 -1.12 8.14 6.49
Financial Institutions and Insuranee 0.79 29.06 6.42 14.44 3.28 8.18 10.41 12.01
Ownership of fallings 3.39 3.62 3.57 3.61 3.63 3.58 3.60 3.60
Public Adolnistratlon and defense 6.80 14.09 14.77 33.15 -2.97 7.29 11.08 7.42
Services 5.05 5.23 5.45 5.65 5.74 3.24 8.46 5.76
GDP at Tactor Cost 1.65 7.21 7.74 3.94 3.32 2.53 6.96 5.90

/ a  S e c o n d  P l a n  1 9 6 0 / 6 1 - 1 9 6 ^ / 6 5  ; T h i r d  P l a n  1 9 6 5 / 6 6 - 1 9 6 9 / 7 0 .  
/b  P r o v i s i o n a l ,

Sou rce : M i n i s t r y  o f  F i n a n c e  and Econotsic  A f f a i r s .
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1 . Introduction end Method of Approach

In the following chapters it  is  tried to give as complete and precise a picture as possible 
of selected light engineering industries, i .e .

-  pumps and pump components
-  electric motors and components
-  diesel engines and components
-  agricultural implements and components.

The exposition w ill be based on the findings of the survey carried out fr September 11 to 
October 15, 198o, in the course of which 54 units of the above product lines 
have been visited a ll over Pakistan. However, it  should be mentioned that the scope of the 
findings was prejudiced by the following constraints:

statistical data on the selected product lines are only scarcely available. In most cases 
data on the light engineering sector are compiled on on aggregate basis. Even in more 
detailed surveys like  the Punjab Small Industries Corporation's Survey Report 
1977-78 ' agricultural implements are put together with pumps, o il engines with 
machine tools, electric motors with fans, transformers, heating appliances e tc .;

the data received are subject to future changes. W ith in  only two years following 
the completion of the PSIC survey new companies came up, old ones disappeared 
and there have been numerous changes w ith in the existing units. Data of earlie r 
surveys are thus d iff ic u lt or almost impossible to compare with newer ones;

-  most important, a prerequisite for a c ritica l evaluation of the figures received is  a 
personal v is it  to the un its. Otherwise the statistical data cannot be interpreted rea
lis t ic a lly . In this context i t  should be mentioned that entrepreneurs for different 
reasons tend to not revealing certain details of their enterprises.

Nevertheless, large parts of the following analysis and recommendations are based on 
statistical data. In almost a ll cases these statistics are compiled for a ll product lines in one 
table each so as to allow a comparison between the previous sub-branches. A break-down by 
provinces,however, does not seem advisable as in that case the statistical basis except 
for Punjab would be too small to be meaningful. As an alternative,specific provincial 
features are dealt with verbally. The interpretation of the tables w ill be given great im
portance anyway.

F in a lly , it  should be mentioned, that although 3 units have been visited in Baluchistan, 
these were not included in the evaluation of the sector analysis since their product line does 
not fa ll under any of the categories described above. In the N W FP-d i stric t of Mardan, too, 
there are numerous household-type manufacturers with simi lar features. For this reason, 
these enterprises were aggregated into one unit in the statistical evaluation (and the question
naire) .

1) Punjab Small Industries Corporation (PSIC): Survey Report 1977-78: Basic Statistics on 
Small Light Engineering Industry in Punjab



Furthermore, it  must be mentioned that the totals given in the tables do not alwavs corres
pond to those of the units v isited . Th is is  because data for one or the other unit was not 
available or not considered applicable.
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2 . Structure, Significonce and O verall Potential of Sub-Sector

2.1 S ize  of Sub -Sector

Th is  chapter deals with the volume and structure of the light engineering sector in Pakistan, 
table 2.1 summarizing the overall data based on the statistics available.

Table 2 .1 : Basic Data on Light Engineering

Punjab Sind  ̂ ) N W FP Baluchistan

To ta l
SSI

L ig h t Engin. To ta l
SSI

L ig h t Engin. To ta l
SSI

Light Engin. To ta l
SS I

Light Engin.
% % % 1 %

Number o f units 4 5 ,4 8 6 8 ,21o 18 - 5 ,5 7 4 696 12 6o2 99 16

Number o f employees 1 2 ,69 6 5o ,394 24 - 2 3 ,88o 2 ,1 6 8 9 1 ,769 28o 15

Production value ^ 7 ,841 - 14 - 248 12 66 Ó

Value added ' ^ - 23 11

Fixed assets ' ^ 3 ,7 5 2 7 -

1 ) M i o Rs.

The above figures show the relative importance of light engineering in small scale 
industry in the different provinces. It is ,  however, not possible to give a breakdown by the 
four product lines for a ll provinces as in the case of PSIC Survey Report 1977-78 *■).

Furthermore, the number of units are of different relevance according to the provinces. Where
as in Punjab the ratio between household units and small manufacturing units in 1975/76 was 
6 ,292  to 32 ,741, in NW FP and Baluchistan household units were clearly dominating.

In other words, in these regions the majority of the units is engaged in repair work, mainly 
in connection with cars, trucks, agricultural equipment and implements like  tractors, tro lleys, 
cultivators etc. and not in production. Th is  statement is  confirmed by the find ings,c.f.a  report 
carried out by the Small Industries Development Board (SIDB) in NW FP 3) according to which 
only 7 or about 3 %  out of 2o5 units are sole ly manufacturing un its. Th is relationship is 
practically unchanged.

11 No detailed data available during time of mission
2) PSIC: Survey Report 1977-78: Basic Statistics on Small Light Engineering in Punjab, p. 1
3) SIDB: Report on Light Engineering and Metal Working Bazar Shops (1975)



- 4 -

As regards the number of units in the different product lines, the Punjab report shows the 
following breakdown, the present number being estimated on the basis of the average 
annual growth rate (table 2 .2 ) .

Table 2 .2 : Number of Un its According to Product Lines in Punjab

Product Line Number of Un its 
1977/78

Average Annual 
Growth Rate

Number of Un its 
1979/80

A gric . Implements 269 12,5 % 34o

-  thereof power driven
(threshers, cu ltiva - (lo5) (12,5 %) (133)
tors, etc.)

Pumps 37 12,5 % 47

O il engines (all sorts) 224 ^ 1)0 224

Electric motors 51 23 % 77

Total 581 688

Source: PS 1C. Survey Report 1977/78. Passim.

1) O il engines are not defined. According to the Survey, in Daska alone are found lo9 
un its, a number which cannot be for diesel engines only. S im ila rly , an annual growth 
rate of about 3o %  for diesel engines defin ite ly is  too high. According to the"Report of the 
Expert Working Group in Machinery other than Electrical Industrial Sub-Sector for the 
F ifth  F iveYear Plan 1978-83" the number of manufacturers is about loo.

For the other provinces no sim ila r details are available. Hence, only estimations are 
possible. According to our information, in the Sind province there are defin ite ly no manu
facturers of diesel engines and electric motors on a smaii scale basis. As regards pumps, 
the 7 units visited during the survey are more or ¡ess a ll the units in Sind. S im ila rly , 
the 2 units visired in Hyderabad belong to the manufacturers of agricultural implements 
in Sind. In NV/FP, too, the units visitée cover practically a ll the different product 
lines. In Baluchistan there is no manufacturer of the products in question to be found.
In the light of this situation and the inaccuracy on an estimate based on growth rates 
the figures in table 2 .2  may reflect the bulk of units in the different product lines 
(with exception of diesel engines').

An interesting characteristic of Pakistan's industry is its centralization in major cities on 
the basis of product specialization. Th is phenomenon is particularly strik ing  in Punjab but 
also in NV/FP. In Punjab, the production of agricultural implements is thus concentrated 
in Faisalabad (33% of the units'), followed by Gujranwalc (19%) and Sargcdha (lo % ). As 
regards power driven agricultural implements, their production seems to be even more cor.-



centrated in Faisalabad though there is no statistical proof. In N W FP, where household 
unit s ize  manufacturers of agricultural implements form the only major product line w ith in  the 
small scale Industry relevant for th is survey, these units are predominately concentrated in the Mardan 
d istric t, i .e .  in the villages along the road from Nowshera via Mardan to Malakand, Guj a r- 
garhi, Chakhtabai, Sahakot, Darghai and Jehangira.

Pumps and electric motors are concentrated in Lahore and Gujranwala, whereas diesel en
gines are mainly found in Oaska and Lahore.

In the Sind province, the few units of interest are situated in Karachi with the exemption of 
those producing agricultural implements in sizeable quantities which are found in Hyderabad.

2 .2  Characterization of Un its Interviewed

2 .2 .1  Number of Un its and Regional D istribution

The regional distribution and breakdown by product line of the 54 units visited during the 
survey is  illustated in figure 2 .1 .

Figure 2 .1 : Regional D istribution of the 54 Un its V isited

O'
oo

l i f l P A f i f J
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The distribution diagram indicates the high concentration of industry in Punjab, where 
63 %  of a ll units visited are located. 89 %  of a ll manufacturers of electric motor and lo  %  
of those producing diesel engines are located in this province. In Sind the majority of 
companies visited are pump manufacturers, whereas in N W FP the manufacturers 
of agricultural implements are dominating.

2 .2 .2  Classification of Un its

The following figures show the distribution of employees, investment and sales by region and 
production lin e .

According to figure 2 .2 ,  in 198o, 1,113 employees (including management) had been employed 
in the 54 units v isited, 67 %  of which in Punjab, 2o %  in Sind, lo  %  in NW FP and 3 %  in 
Baluchistan.

Figure 2 .2 : D istribution of Employees
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The average number of employees per unit is  as follows:

-  pumps 22
-  agricultural implements 6 - 8
-  electric motors 3o
-  diesel engines 18
-  general light engineering 12

In figure 2 .3  the total investment in fixed assets (without land) is  broken down by province 
and product lin e .

Figure 2 .3 : Distribution of Total Investment (loop Rs)

oc
ooo

cV
E
4)>C

2
o

Based on the number of units visited per product line the average total investment per unit 
and per employee can be estimated as follows:

-  pumps
-  agricultural implements
-  electric motors
-  diesel engines

per unit (Rs) per employee (Rs)

631,000 28,39o
5o7,9oo 2 7 ,boo
9 1 4 ,7oo 33,7oo
4o3,3oo 22,ooo

r;oip*A is*-.?*



- 8 -

However, in the sector of agricultural implements in  NW FP province, there are 
mainly small manufacturers, in particular in the informal sector, producing predominantly 
Items for basic needs or engaged in repair works. Th e ir total investment per unit and em
ployee may be considered to be much lower (Rs 23,ooo per unit or Rs 5,ooo per employee). 
The ir a c tiv it ie s  being carried out in the open a ir or in temporary shelters c d by means of 
simple equipment.
The total annual sales by province and product group are shown in figure 2 .4 .

Figure 2 .4 : Distribution of Total Soles (loop Rs)

The average annual saies per employee for the product lines in question are as follows:

per unit (loco Rs) per employee (Rs)

-  pumps 1,554 6 9 ,9oo
-  agricultural implements 1,867 1o l,75 o
-  electric motors 2,496 9 2 ,o7o
-  diesel engines 631 3 4 ,ooo
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Th is  comparison stresses the d iff ic u lt situation of the diesel engine manufacturing sector, 
with its low output as a consequence of the prevailing market situation, while the sector 
of agricultural implements faces a comparatively prosperous outlook.

2 .2 .3  Organizational Aspects

As to the legal status, the units visited are organized as follows:

-  31 (57 %) are partnerships between family members
-  14 (28 %) belong to a sole proprietor and 
• 8 (15 %) are limited lia b ility  companies.

According to this breakdown, fam ily partnership is mos*- common in  small scale industry.
Most of the limited companies are either part of a bigger company or have formerly been 
part of bigger units which then fragmented into the small industries bracket and are now 
to be found throughout a ll product lines.

The registration status with the Provincial Industries Departments is  summarized in the fo llow 
ing table 2 .3 :

Table 2 .3 : Registration Status According to Product Lines and S ize  of Company (number
of employees)

Product Line

S ize  of Company

1 -  9 empl. lo  -  24 empl. 25 -  5<3 empl. more than 5o e.

reg. not r . reg. not r. reg. not r . reg. not r .

-  pumps 2 5 4 3 - 2 -

-  agric. implements 3 4 4 2 4 1 1 -

-  electr. motors 1 1 2 - 4 - - -

-  diesel engines 1 1 2 1 1 - - -

Total 7 11 12 3 12 1 3 -

In total, two thirds of the companies are registered. Registration is  obviously correlated 
with the size  of the companies but even in the lowest size  bracket s t i l l  more than half of 
♦he companies are registered.
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2 .2 .4  Locotion Inside /  Outside Industrial Estates

Out of the 54 units visited in a ll provinces only 8 (or 15 % ) were located in industrial 
estates (three more in the industrial area in Lahore), as follows:

No. of units

-  Karachi 2
-  Gujranwala (Small Industries Estate) 3
-  Peshawar (Jamrud Estate) 2
-  Quetta 1



3. Technical, Economic and Financial Analysis of Target Units

3.1 Production and Technology

3 .1 .1  Range of Products

Due to the mainly used multi-purpose machinery, most of the small scale enterprises are 
in a position to manufacture a wide range of products and to switch easily from one product 
to another according to demand. However, on account of the great s im ila rity  of the pro
ducts, competition is  very tight. In fact a product that proves to be successful is  immediate
ly  copied by numerous, competitors and practically a ll units of a specific branch are in a 
position to manufacture the entire range of its  products.

Pumps and Pump Components * oil,

The units visited are commonly producing centrifugal pumps for pumping water for domestic, 
industrial and agricultural purposes. The ir sizes range from 3 /4 " x 1" to 8 " x 8 " with 
electric motors from o ,25 HP to lo  HP and delivery heads of up to 15o feet. Piston pumps, 
however, are less frequently produced; they serve the same purposes as centrifugal pumps 
in particular where high pressure is  needed, e .g . in service stations for vehicles. Special 
pumps like  submersible pumps or pumps for liquids other than water such as chemicals,
o i l ,  s lu rrie s, juices etc. are very rarely produced and mostly on special demand only.
The same is true for multi-stage centrifugal pumps. As regards pump components, a few units 
are specialized in the production of cast iron casings for centrifugal pumps as well as im
pellers. Furthermore, valves, fittings and flanges are manufactured.

The present product mix of the 16 units visited in the ir product line is as follows:

-  6 exclusively centrifugal pumps
-  3 centrifugal pumps and piston pumps
-  3 centrifugal and special type pumps
-  1 piston pumps only
-  3 pump components (cast volute casings and im pellers).

In total, l5 ,ooo centrifugal pumps, 5,6oo piston pumps and some 33o special type pumps 
(mostly submersible) had been manufactured.

In most cases, the whole range of production processes is carried out w ithin the company, 
except 6 companies that have the casings and impellers made by specialized foundries on a 
sub-contracting basis. In two cases in Karachi,the testing of raw materials and balancing 
is casually done outside. In a ll other cases no use is made of outside fa c ilit ie s available 
at large size  companies or public institutions like  service wings of Industrial Estates.

Most units, however, expressed the need for additional fa c ilit ie s in the foundry and machi
ning section as well as special equipment to achieve better quality on their products, in 
particular:



- 12 -

-  foundry equipment, e .g . die casting un its, sand m ixers, core blowing machines and 
moulding machines

-  more sophisticated and specialized tool cutting machines, e.g. m illin g -, boring 
(horizontal and ve rtica l)- and lathe machines

-  testing equipment and balancing machines.

Electric Motors

Electric motors produced by small-scale industry are single phase and three phase motors. 
The motors are used for powering water pumps in agriculture and households as well as in 
industry for smaller machine tools and looms. Most of the motors produced are of small 
s ize , i .e .  ranging from about o .3 to 2 K W . Although almost a ll of the factories visited 
claim to be able to produce motors of 2o, 25, 3o, 4o and even 5o KW , no 
example of such motors could be found. Due to technical constraints, a ll motors are of 
the low speed type, i .e .  with 145o rpm and below.

Diesel Engines

Th is  industry is  rather old in Pakistan; some of the units In this fie ld have an experience of 
around f ifty  years. The diesel engines produced by the small-scale industry are of the slow 
speed stationary type (abt. 35o rpm), and mostly used in agriculture for irrigation and in 
small industries as power source. At present, the demand ranges from 16 and 18 HP engines 
but the producers could cover the whole range from 6 to 7o HP.

Agricultural Implements

Th is  industry is  comparatively new, a great number of the units having been established only 
recently. O f course, hand tools used In agriculture have been produced for a lonq time in 
Pakiston and s t i l l  form In some parts of the country (Baluchistan, NWFP) the backbone of 
the Industry producing agricultural implements. Tractor driven implements, however, 
are being introduced in Pakistan. The range of products manufactured is actually quite 
impressive and covers mainly the following items:

-  threshers
-  cultivators
-  disc ploughs
-  mould-board ploughs
-  disc harrows
-  seed d rills
-  maize she 11ero
-  cane crushers
-  levellers
-  scrapers etc.

Threshers being the most important implement.
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3 .1 .2  Q ua lity and Standardization

The manufactured ele ;tric  motors, water pumps and agricultural implements can be considered 
of low to medium standard. The electric motors in particular suffer from low quality as a 
result of inadequate production methods described below. The same is true for the production 
of centrifugal pumps. Though agricultural implements are of better quality due to a simpler 
production process they, too, s t i l l  need improvement. As a ru le , the quality standards are 
in correlation with the company sizes: the bigger the company, the better the product. 
Exemptions are small s ize  units specializing in certain fie ld s, for example in special water 
pumps. In this context i t  is interesting to note that most company owners are not aware of 
the short-comings of their products but claim the ir products to be well received by the 
market. For th is, there are two main reasons: f irs t  of a ll the buyers' lacking quality con
sciousness and secondly the fact that their complaints do not reach the producer since there 
is  no guarantee system, broken-down machines being repaired in the bazar workshops.

Simile, arguments c. ¿applicable to product standardization. Retained by the lack of proper 
precision machinery and the application of jig s , fix tu re s, tools and dies which are lacking 
even in the bigger units visited there is  no standardization. Every product manufactured is 
unique, a fact which affects the interchangeability of parts and the easiness of repairs.

3 .1 .3  Classification by Markets

A t present, almost the entire production of the units visited is sold on the local market, with 
the exemption of one manufacturer of agricultural implements who se lls threshers to Mada
gascar and South America and one other larger manufacturer of centrifugal pumps who se lls 
about lo  %  of his output to the Middle East. Formerly one manufacturer of electric motors 
and another one of diesel engines exported their products to Afghanistan.

3 .1 .4  Level of Technology

The level of technology and the processes applied differ from one product line to another 
as described below:

Pumps and Pump Components

The process commonly applied in manufacturing pumps can be broken down into the follov/ing 
steps:

-  pattern making (mostly the pattern is  made according to the design of a dismantled pump 
of a competitor or an imported pump)

-  casting (iron melting is done in bigger companies in cupola furnaces and/or rotary furnaces. 
Smaller companies generally use crucibles. Casting is done in the traditional way without 
using any machinery)
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-  machining (machining is  done in a special workshop, generally using lathes - ,  d rillin g  - 
and shaping machines)

-  assembling

-  testing (pressure test for leakage detection)

-  fin ish ing (painting).

In most of the units no logical flow of production in the sense of a correct sequential opera 
tion could be observed, the products being machined and assembled wherever space is 
available. The production normally amounts to small series, depending on the size  of the 
company.

Electric Motors * ••

The production process of electric motors with the exception of the application of specific pro
duction technology is  very sim ila r to that of pumps and can be described as follows:

-  pattern making for casings
•• casting of casings j
-  machining of casings and shafts
-  punching of blades for rotors and stators
-  winding of stators
-  assembling of rotors and varnishing
-  aluminium casting of short c ircu it rotors
-  assembling of complete motors
-  testing (only simple torque tests are made)
-  fin ish ing .

Norm ally winding, casting, machining and assembling are performed in separate production 
areas w ith in the company.

Out of the 9 units v isited , 6 (75 %) manufacture the complete product; 1 has the casting and an
other the casting and rotor making done outside.O nly 1 unit in NW FP reconditions used motors. 
Apart from th is , none of the units visited are using any further fa c ilit ie s from outside.

Regarding additional requirements, the entrepreneurs expressed sim ila r wishes as those manu
facturing pumps. Besides the demand for more sophisticated machinery in the machining 
section, testing fa c ilit ie s and balancing machines are ranking high. Furthermore, casting 
machines for aluminium are needed to replace the presently used method of producing the 
rotors by hand-casting. S im ila rly , hydraulic presses are looked for to replace the hand 
presses used for assembling. Foundry equipment forms no p rio rity  because of the simple 
process involved in casting engine bodies.
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Diesel Engines

The manufacture of slow speed diesel engines requires the following production processes:

-  pattern making
-  casting of engine beds, pistons and f ly  wheels
-  forging of crankshafts (only in sophisticated units)
-  machining of cast parts, crankshafts and a u xilia ry  parts
-  assembling
-  fin ish ing .

Due to the heavy weight of the engines produced, the foundry section, which is  usually 
separated from machining, has to be quite spacious. Equipment such as cupola furnaces for mel 
ing and sand beds for moulding are used. Machining and assembling of the engines is  done 
piece by piece according to the production sequence.

There are no additional requirements for the present types of engines manufactured. Due to 
the old tradition of manufacturing these diesel engines, a ll units visited have suitable equip
ment. The traditional types of engines up to 35o rpm can be produced with the commonly 
applied technology. The production of medium and high speed engines, hcwever, requires 
additional equipment for

-  forging and grinding a more sophisticated type of crankshaft
-  machining, e .g . boring, m illin g , grinding and honing
-  hardening.

Agricultura l Implements

Basically, the manufacturing of agricultural implements is black smith's work. Main production 
processes are:

-  cutting of profiles
-  metal jo in ing and welding
-  machining of shafts etc.
-  sub-assembly
-  painting
-  final assembly.

The production processes involved being comparatively simple, no sophisticated machinery 
is  required nor is the level of technology very high.

The profiles used are bought from outside as well as springs and parts requiring hardening of 
certain quality. The equipment is thus reduced to basic metal working machinery as lathes, 
d rillin g  machines and bench grinders in addition to several welding sets. As a rule there are 
no machines for shearing and bending of steel sheets. These processes are s t i l l  mostly done 
by hand -  even in the bigger units v isited . Fa c ilit ie s from outside are normally not required.
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O nly 1 out of the 2o units visited producing hydraulic equipment for tractor mounting 
of front blades (levellers) reported the outside use of shearing machines.

The above mentioned steps of production processes are applied basically in Punjab factories. 
W ith  the exemption of a few factories, the situation in N W FP, where also agricultural 
implements are produced, is  to ta lly different, the technological level being much lower, 
even for the manufacturing of threshers. Most of the units produce only hand tools and 
animal drawn implements in  a very traditional way. Out of fa c ilit ie s required, shearing 
and bending machines are mentioned together with equipment for hardening.

3 .1 .5  Plant and Machinery

3 .1 .5 .1  Age Structure

Numerous entrepreneurs have risen from the sh^D floor; th is applies in particular to the 
general engineering and agricultural implement branches which developed from artisan- 
entrepreneurs to S S I,  with lasting business experience as can be seen from table 3 .1 .

Ta b le 3 .1 : Age Structure of Un its Visited by Product Line and Province

\  Years less than 2 to 5 5 to lo lo  to 2o more than
Locctiorvv 2 years years years years 2o years
Product L in e \

abs. % abs. % abs. % abs. % abs. %

S IN D - - 1 lo 1 lo 3 3o 5 5o

-  pumps - - 1 14 - - 2 29 4 57

-  agr. implem. - - - 1 33 1 33 1 33

PUNJAB 2 * 5 15 9 26 11 22 7 21

-  pumps 1 12 - - 1 13 3 27 3 28

-  agr. implem. 1 8 4 33 4 34 2 17 1 8

-  elec, motors - 1 13 2 25 5 62 - -

-  diesel engines - - - 2 33 17 3 5o

NW FP 1 2o 1 2o 1 2o - 2 4o

-  pumps - - - 1 1 00

-  agr. implem. 1 25 1 25 1 25 _ 1 25

BA LUC HISTA N 1 33 - 1 33 - 1 34

TO TA L 4 8 7 13 12 23 14 27 15 29
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W h ile , according to the age structure agricultural implements are the products taken up 
most recently, followed by electric motors, pumps and diesel engines have been produced 
for rather a long time. The table shows furthermore, that in Punjab 47 %  of the units are 
less than lo  years old, whereas in Sind this rate lie s by only 2o % . Th is  indicates the 
stronger drive in Punjab to embark on new ventures. For NW FP the figures are not repre
sentative because of the numerous small units visited in the Mardan d istric t where no re
liable data could be obtained. However, since these units produce mainly traditional pro
ducts as agricultural implements i t  is  assumed that they have existed for a long time, none 
being much younger than 15 years.

3 .1 .5 .2  Capacity U tiliza tio n

As to the degree of u tiliza tio n  f i t  is  noticed that none of the branches use their equip
ment to fu ll capacity. On the contrary, a considerable u nd e ru tiliza tio n  of equipment has 
been registered in the majority of firms as shown in the following figure 3 .1 .

Figure 3 .1 : Capacity U tiliza t io n  per Product Line

On the whole, there is  ample scope for expanding production in a ll product lines, though 
the sectors of pumps and agricultural implements are s lig h tly  better developed. The reasons 
for this w ill be dealt w ith , later.



3 .1 .5 .3  Machinery and Equipment 

Pumps and Pump Componenis

The composition of machinery in the units visited can be seen from the following matrix 
where numbers 1 - 1 6  indicate the units (table 3 .2 ) .

Table 3 .2 : Composition of Machinery: Pumps and Pump Components

^ ' \ U n i h  1 j 
Type of m och ine ry\^ ^  |

2 3 4 5
1

à 7 ! 8 lo
"

12 13 14
r —

15 16

Lathe ! 12 14 6 -
(

3 2 6 2o 9 8 6 5 4 4 4 4
D rillin g  ! 7 6 2 1 1 2 5 < 3 2 1 2 1 3
Shaping . 3 2 ' - - - 1 3 1 1 2 2 1 1 - -

Electric welding set 4 2 1 - - I 5 - - -  i - 2 1 - -

Bench grinder 3 3 2 - 2 2 1 3 1 ' 1 1 ; 1 1 l ! 1

M illin g 1 1 _ - - - 2 1
“ ! - j - - -

Lathe spec. - 2 3 - -  ! *  i -  : -

Grinding -
_ - - - - - * 2 -  i “ i . i -

Others ^ J 7 - -  j
f 1 4 -  , l ! -  I 1 - 1 -

Cupclo | - ’ > - - _ | - 2 . - 2 j 2 ; - -
1

-  1 -

Rotory furnace j :  : 1 t - _ 1
•

1
- - - -

Crucible | 5 1 i 2
1
j - - *

i

• i 2 * i -  | - .  j
1

* 1
■

According to the above table an ordinary unit is  equipped with simple machine tools like  
lathe machines, d rillin g  machines, shapers, electric welding sets and bench grinders. More 
sophisticated machinery like  special lathes, m illin g  machines, surface and cylindrica l 
grinders are very rare. The same is true for boring machines of horizontal and vertical 
type and polishing machines. These machines are substituted by lathe machines which in 
feet serve as multi-purpose mcchines. The absence of balancing machines is not surp rising ; 
only one unit placed cn order for this urgently needed machine.

The following table 3 .3  gives details on the average age and condition of the machinery.
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Table 3 .3 : Average Age and Condition of Machinery: Pumps and Pump Components

Average 
age (years)

N o . of 
units

% Average
condition

N o. of 
units

%

2 - 5 2 13 Good 4 25

6 -  lo 9 56 Fa ir lo 62

11 -  2o 4 25 Bad 2 13

above 2o 1 6

Total 16 loo Total 16 1 oo

The picture revealed by th is table is  not bad. It has to be taken into account, however, that 
some of the machinery is bought second-hand, especially by smaller units. Out of a total 
of 234 machines employed only about lo  or 4 %  were new when put into operation and 
practically al! by bigger companies.

Regarding the origin of the machinery, only 11 (or about 5 %) are imported, again by the 
bigger companies. A ll other machinery is  produced loca lly. To  a very small extent, simple 
machine tools are produced by the units themselves. The bulk of the machinery is in fa ir 
condition.

The re lative ly poor outfit in machinery and equipment is  reflected by comparatively low 
investment costs, (based on present value) as shown in table 3 .4 .

Table 3 .4 : D istribution of Investment: Pumps and Pump Components

Investment (Rs) Number of units % %  cumulated

2o,ooo -  5o,ooo 4 25 25

5o,ooo -  100,000 4 25 5o

100,000 -  5oo,ooo 4 25 75

5oo,ooo -  1 ,000 ,000 3 19 94

more than 1 m ill ion 1 6 1 00

T  otal 
* -

16 1 00 0

According to this d istribution, 75 %  of the units do not exceed Rs 5oo,ooo for investments 
in machinery. The average investment per unit is in the range of Rs 15o,ooo to 2oo,ooo.
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Electric Motors

The composition of machinery and equipment used in this branch is  given in table 3 .5 .  

Table 3 .5 : Composition of Machinery: Electric Motors

^ X U n i t s  
Type of M achineiyx^

1 2 3
—

4 5 6 7 8 9

Lathe machines 5 1 o 8 16 8 6 3 3 3

Shaping machines 1
2

1 1 - 7 - -

M illin g  machines 4 1 1
”

1 -

Power presses 2 3 9 7 8 - 3
_

Notching presses 2 4 9 lo 4 4 2 - ”

D rillin g  machines - 3 3 6 6 4 1 1 1

Cylindrical grinders - 1 1 - 1 - - -

Other machinery 2 3 5 3 - 3 3 1

Foundry 1 1 1 1 1 1 - - -

Apart from special machinery such as power and notching presses, the production outlet is  quite 
sim ila r to that of pumps.Multi-purpose machines are again dominating, although there are 
more m illin g  machines and cylindrical grinders in this sector. Balancing machines and 
testing sets were only found once; but they were not in operation.

Compared with pumps, the average age of the machinery installed is younger: almost 5o °c 
is  less than 5 years old, 25 %  between 5 and lo  years and the remainder between lo  and 
15 years. S im ila rly , the condition of the machinery is  rated better: 55 %  is considered to 
be good, lo  %  fa ir and 35 %  bad. Out of a total of 19o machines, about lo  (5 %) are 
very new. In regard to the origin of the machinery, 15 (or about 8 % ) are imported, i .e .  
the cylindrical grinders, the balancing machine, the testing set and some of the m illin g  
machines.

The distribution of investment in machinery (present value) can be seen from the following 
table 3 .6 .
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Table 3 .6 : D istribution  of Investment: Electric Motors

Investment (Rs) Number of units % %  cumulated

below 5o,ooo 2 22 22

1oo,ooo 1 11 33

35o,ooo -  5oo,ooo 4 44 77

above 5oo,ooo 2 22 1 oo

Total 9 loo -

On account of the small statistical, basis the above table is not very representative. From 
the figures available, the average investment may be assumed to be about Rs 34o,ooo which 
would approximately correspond to that of the line of pumps. However, th is figure is not 
indicatiwe, since one of the 9 companies so le ly reconditions electric motors and two others 
exc lusive ly assemble motors. When eliminating these companies, the average investment 
for a company manufacturing the complete product amounts to Rs 486, ooo, which is  
considerably higher than that of the pumps sector.

Diesel Engines

The type of machinery used for the manufacturing of diesel engines is rather simple, as can 
be seen from table 3 .7 :

Table 3 .7 : Composition of Machinery: Diesel Engines

Un its
Type of machinery

j ;
1 ! 2 ! 3 4 5

Lathe machine

1

Оо

4 4

Wheel lathe (large) 1 ; -  : - -

M illin g  machine
! 1

1 ! "  Í “
-

Planning machine 1 i - 1

Shaping machine 2 2 1 1 1

Bench grinder 1 1 1 1 1

D rillin g  machine 4 2 1 2 2

Boring machine 1 - -

Hacksaw 1
i

- -

Cupola furnace i 1 -  i i
1 1

- 1



Due to the type of machinery prevailing in th is branch and the lack of more sophisticated 
equipment, the manufacturers are s tric t ly  lim ited to the production of low speed diesel en
gines. For a more advanced technology (medium speed diesel engines) additional equip
ment would be required, such as

-  high precision machine tools
-  forging equipment
-  hardening equipment
-  testing fa c ilit ie s (balancing etc .).

The average age of the machinery, which is  mainly produced loca lly, ranges between 2 and 
15 years. One company replaced its  equipment only two years ago; th is brings the share of 
new machinery to about 16 % .

The investment in machinery at present values per unit averages Rs 25o,ooo. Even with an 
attached foundry this amount does not vary sig n ifica ntly , since the foundries normally 
required lit t le  equipment and thus l it t le  investment.

Agricultural Implements

The manufacturing of agricultural implements does not call for any sophisticated machinery, 
it  is  purely black smithing, metal jo in ing , welding and some simple machining. The com
position of machinery, installed in the units visited can be taken from table 3 .8 .

Table 3 .8 : Composition of Machinery: Agricultural Implements

Unit
Type of machinery

i 2 3 4 5

L j

6 7
—

8 9 1o 11 12 13 | 14 15 18 ■ 7

Lathe machine 2 4 2 6 6 9 13 1 5 4 3 2
3 1 4

6 3 *
D rillin g  machine 2 4 ! i 3 5 8 1 2 2 1 3 2 2 2 2 6
Elec, welding/

6 3 9 3 6 2 3 5 2 : 5 3 5 24gas welding

Bench grinding 2 1 1 2 2 2 2
' - 1 1 i 2 | 1 - ' 1

Shearing bending
1 - -  1 * 4machine 1

Shaping machine - 1 1 2 2 1 5 1 1 - - 2 1 1 4 1 1

Presses ! 2 2 - 2 2 1 - - i -  i 2 - “

Other machines - - - 1 1 3 3 2 • - - 1 1 2 __2 1
(f = foundry) f. f. f. ! n

I '

2
f]

1
f.
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Some of the companies are also operating an attached foundry section. U n it number 2o can 
be considered a typical small-scale enterprise, prevalent in the Mardan d istric t/N W FP . 
O n ly one unit producing hydraulic equipment for the tractor-mounting of leve lle rs Is in 
the possession of a honing machine which is indispensable for achieving the quality of sur
face needed for hydraulic equipment. Q uite astonishing Is the fact that only few shearing 
and bending machines are in use. Even power or hacksaws are hardly used and this in a 
trade where cutting and bending of profiles and sheets are common. A ll these operations are 
s t i l l  w idely done by hand with chisel and hammer or by using simple hand operated shears. 
S im ila rly , hardening and annealing equipment Is not very common. Therefore, a ll parts 
needing a certain hardness have to be bought from outside.

Details on the average age of the installed machinery and its condition w ill be found in 
the following table 3 .9 .

Table 3 .9 : Average Age and Condition of Machinery: Agricultural Implements

Average 
age (years)

N o . of 
units

%
Average
condition

N o . of 
units

%

below 5 7 35 Good 7 35

5 -  lo 1 o 5o Fa ir 8 4o

lo  -  15 2 lo Bad 5 25

above 15 1 5

Total 2o 1 oo T otol 2o 1 oo

The agricultural implements producing industry being the youngest among the 4 product 
lines; the favourable age structure of its machinery (85 %  lo  years old) is  not surprising. 
S im ila rly , 35 %  of the machinery is  in good condition. Two units have gone into produc
tion recently or are about to do so.

O f the 3o2 machines employed in this fie ld , 14 (or about 5 % ) are imported, mostly electric 
welding sets, some punching presses and the honing machine.

The distribution of investment in machinery and equipment at present values is  as follows 
(table 3.1 o):
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Table 3.1o: Distribution of Investment: Agricultural Implements

Investment (Rs) Number of units % %  cumulated

15,ooo -  5o,ooo 2 10 10

5o,ooo -  100,000 5 25 35

100,000 -  25o,ooo 6 3o 65

25o,ooo -  5oo,ooo 5 25 9o

more than 5oo, 000 2 10 loo

Total 2o loo -

The above table underlines the former statement that investment in agricultural implements 
Is comparatively low: 9o %  of the units do not exceed 5oo,ooo Rs and 65 %  not even Rs 
25o,ooo. The average investment is  of about Rs 2 5 4 ,000.

3 .1 .6  Technological Constraints

3 .1 .6 .1  Technical Aspects

The stated low production productivity and product quality have their reason among others 
in the formerly described inadequate production fa c ilit ie s and the insuffic ient organization of 
the production process. W hile  specific short-comings in this respect w ill be dealt with in 
a later chapter, under the present heading only constraints resulting from power and ma
chinery break-downs etc. w ill be discussed.

Power supply breakdowns are reported to be frequent. Estimates range from once a week to 
2 hours per day causing a loss of 25 %  capacity u tiliza tio n . As regards the break-down cf 
machinery, no major complaints were made by the entrepreneurs, it  was mentioned that from 
time to time gears or bearings are worn out but this does not pose any problem. As most of 
the companies are not operating at fu ll capacity there is normally a p ossib ility  to switch to 
an idle machine in the case of machine break-downs.

S im ila rly , the procurement of spare parts stays without any significant problems. As the un i

deal t with here are a ll machine shops, most of the spare parts can be manufactured within 
the units. Th is is done frequently, the rest is bought in the bazar. No problems were 
reported in this respect either. As most of the equipment is locally made, it  can also be 
easily repaired.
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3 .1 .6 .2  Q ua lity and Q ua lity  Control

In order to maintain an adequate product quality the implementati on of standard specifica
tions is of crucial importance; they are prerequisites for solving technical questions and pro
blems which continuously arise and thus serve to free manpower, capital and material for 
other objectives. Furthermore, the use of standards promotes the application of advanced 
and efficient production methods.

Even in the fie ld  of agricultural implements, although tolerance requirements are rather rough, 
quality standards are badly needed. Th is applies even more to pumps and electric motors, 
where interchangeability of parts is most important.

The following table 3.11 shows the statements of the entrepreneurs as to the application of 
qua lity.

Table 3 .1 1 : Application of Q ua lity Standards by Product Lines

Product line
Application of quality standards

Yes % No %

Pumps - 5 31 11 69

Electric motors 4 44 5 56

Diesel engines 6 1 oo 0 o

Agricultura l implements 1 5 19 95

Total 16 31 35 69

It is  not surprising to find the manufacturers of agricultural implements at the lower end 
of the table. Much more serious, however, is  the fact that especially manufacturers of pumps, 
but also those of electric motors only rarely apply quality standards, as e .g . the British  
Standard Specification.

To sum up, any standard specification is  only useful i f  its application is effic iently  con
trolled.

-  Purnps and pumps components:

Norm ally, control consists in a simple pressure test to detect leakages. O n ly one factory, 
the biggest one, carries out tests in an organized way, i .e .  after each production step 
(casting, machining, assembling).
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-  Electric motors:

The normal procedure applied by Pakistan SSI is  to test a prototype. Only few of the 
motors are produced on a random basis. Power brakes as well as ampere and volt meters 
are used for testing the torque of the motors.

-  Diesel engines:

A ll engines produced are tested by using power brakes for torque measurement.

-  Agricultural Implements:

Functioning is tested with prototypes in the fie I d j  production control mostly consists of 
visual inspection

It  is  thus obvious that quality control and organization are not very advanced in any of the 
branches, being restricted to controlling the kasic functions of the product. Controlling 
fa c ilit ie s used are most simple. The same is true for in-production control which is  hardly 
anywhere organized. In many cases the Instruments for measuring are not beyond the standard 
of calibers. Casually, gauges are used but, on account of wear and tear, often jack accuracy. 
On the whole, the v is its  to the factories did not confer the impression that quality control 
is  a major objective, but rather the contrary. The manufacturers seemed to be satisfied once 
their products were in operation.

3 .1 .7  Working Conditions

Apart from a few bigger companies, where the working conditions are satisfactory, the situa
tion in most of the smaller units cannot be considered adequate. The workshops are much too 
small and packed with machinery,(working and outworn), raw material and scraD in a way that 
hardly any room is le ft for the workmen. Furthermore, in some cases the working 
conditions are impaired by noise, dust, heat and lack of lighting insta llations, the latter 
being a particular problem where shop-like premises are used with the only source of 
natural light from the front door. But even in better suited workshops, the position of the 
working places with respect to light is mostly unsatisfactory. Furthermore, in many cases 
there are no protective measures against dust, etc. and machinery is operated without safety 
devices.

To illustra te the foregoing, the following tables 3 .1 2  and 3 .13  shows plants' sizes and the 
derived space per worker.



Table 3.12: Size of Plants by Product Line

Product line
S ize  of plant (sqm)

less than 
1 oo sqm

lo i -  25o 25o -  5oo 5ol -  looo
more than 
1 ooo sqm

Pumps 6 5 3 1 1

Electric motors 2 - 3 2 2

Diesel engines - 2 - 2 1

A gricu lt, implem. 4 7 3 5 1

Table 3 .1 3 : Space per Worker by Product Line

Product line
Space per worker (sqm)

less than 
5 sq rr/w .

5 -  lo lo  -  25 25 -  5o
more than 

5o sqm

Pumps 4 3 ó 2 1

Electric motors - 1 4 4 -

Diesel engines - - 1 3 2

A gricu lt, implem. 2 3 11 3 1

3 .1 .8  Main Problem Areas

As far as technology and production are concerned, the units visited are marked by the fo llow 
ing main problem areas, applying to a ll product groups:

-  Machinery and equipment used are quite often obsolete. As a consequence, productivity 
is low and production processes requiring high accuracy cannot be carried out properly.

-  New mac linery very often does not ensure higher accuracy, as the machines are very 
often bouL,.it from small local manufacturers who cannot comply with the standards needed 
for precision w ork.

-  Specialized machinery is very rarely installed. Hence, intricate production processes are 
executed with improper machinery resulting in low productivity and inferio r product 
quality.
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-  The use of improper tools has the same negative influence on product quality.

-  Due to the use of cheaper multi-purpose machine tools instead of machinery designed for the par
ticular production processes the machines are overburdened and wear out q u ic k ly . Further
more, production in a series is  badly hampered.

-  As the products are mainly copied instead of being designed by the company Itse lf 
phasing and layout of the production process are insuffic ient resulting in inadequate pro
duction methods.

-  Proper tools and dies are rarely used and in most cases outworn. S im ila rly , the use of jig s 
is not common. As a consequence, the products are a ll s lig h tly  but decisively different 
and their components are not interchangeable, whereby repairs are time consuming and 
expensive.

-  Interchangeability also is  negatively effected by not or not properly using standards and 
control devices to insure adherence to standards.

-  The habit of copying other products increases the inaccuracies drastically because copying 
is done only roughly.

-  The lack of own designing fa c ilit ie s and the inadequate equipment of the machinery pre
vent practically any development of production methods and products do not meet local re
quirements.

-  Outdated production methods like  bending and cutting of steel sheets by hand lead to in
efficient production and substandard products.

-  Due to lack of quality consciousness there is no objection made to imperfect surfaces as 
a result of clumsy welding or lack of polishing e tc ., which seriously impair the competi
tiveness of the products.

in regard to individual product groups, the following problem areas are noticeable:

Pumps and Pump Components

-  A main problem is  the lack of technology in the foundry. The volute casings as well as 
the impellers are intricately designed and only a v 'e ll equipped foundry with adequately 
trained personnel is able to produce them with the proper quality.The same Is true for pattern 
making where if  is imperative that the pattern is modelled exactly according to the 
drawing and does not loose its proper shape when being used. As these requirements are 
rarely met, the efficiency of the pumps manufactured is very low, sometimes as low as
60 % , (though arcund 80 %  could be achieved), resulting in a highly unsatisfactory re
lationship between energy input and water output.

-  There are improper surfaces and blow holes in casings and impellers^ some parts should be 
filed manually, but not doing this,losses In efficiency are the result.
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-  Dynamically unbalanced impellers, improper seat of the shaft and undersized ball bearings 
lead to noises and ultimately to the destruction of the pump.

-  In piston pumps the excentric system is often poorly fitted leading to break-downs and 
loosening of the connection rod.

-  Inadequate material for pistons leads to low efficiency.

Electric Motors

-  Low quality of armature lamination sheets used and insuffic ient insulation lead to high 
consumption of e lectric ity and thus to very low efficiency.

-  The same short-comings, together with wrong dimensioning of the motors (poor winding), 
cause rising  temperatures and f in a lly  the burning of the motor when it  is  heavily used. 
Th is  defect is not detected by the quality tests performed because the standing time is  not 
checked.

-  Unbalanced rotors and badly fitted shafts lead to vibrations which not only affect the 
motor but also the motor driven aggregates (powered by the same).

Diesel Engines

-  As regards the presently produced low speed diesel engines thero are no major production 
problems which cannot be solved by the unit itse lf,  since these engines have been pro
duced for a long time. However, the whole industry is  far behind the present level of 
technology. The heavy weight of the low speed diesel engines is a severe disadvantage.
A machine of 16 or 18 HP weighs about 2 tons or 125 kg^HP, compared to less than lo  kg/ 
HP for a modern mediurryliigh speed diesel engine. Furthermore, the type of machinery 
installed does not offer any p ossib ility  for switching over to medium or high speed engines 
because of lacking accuracy.

Agricultural Implements

-  S im ila r to the other product lines no attempts have been made to improve the basic designs 
hitherto adopted. Wheat threshers are s t i l l  the same as lo  and more years ago,* so le ly the 
recent product development of IRR I-PA K treshers has brought some positive change.

-  As no quality standards are adhered to, the products tend to be substandard. Th is  is also 
the reason why the farmers are reluctant to introduce new mechanized farming methods.

-  The frames of cultivators are said to break easily.
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-  Due to lacking hardening techniques the cutting edges of levelle rs are outworn too quickly. 
The same is  true for cultivators. For the same reason discs for disc harrows and ploughs 
cannot be produced loca lly.

-  The traditional beater-type wheat thresher tends to break the grain which affects germina
tion and increases spoilage during storage.

-  Power consumption of these threshers is  quite high due to their construction princip le.

3 .2  Material and Components

The approximate annual raw material consumption of an average standard company is  compiled 
below for each product line (table 3 .1 4 ).

Table 3 .1 4 : Type and Quantity of Annual Material Consumption by Average Company and
Product Line

Specification Source
Approx, price 
per unit (Rs)

Pumps ^
Agricultural
implements 2)

Electric
motors

Diesel 
engines ^

Pig iron I i 4,ooo 18o » - loo t 6o t

M ild  steel shafts I t 7,5oo 48 Г lo  t 3 r 4 t

Brass ; i 28,ooo 2 t - - -

Bol 1 bearings i/ l 2o - 12o 10,000 p 2, loo p 18,ooo p -

Coke l i 3,2oo 4o t ” 25 t 15 r

Copper wire j Î 32,ooo - - 25 r -

Aluminium i 3 ô , û o o - - 12 r -

Electric steel sheets i 12,000 _ - 144 r

Crankshafts | 1 1 ,2oo -

0.оч*

Profiles 1 7,5oo 5o r -

Ms steel sheets 1 7,5oo 35 i - -

Costings 1 7,5oo - 12 t - -

Legend: i -  imported ! -  local t -  ton p -  piece

1) Pumps: Annual production 4, doo pumps piston ond centr, type

2) Agricultural implements: Annual production about i»o wheat threshers, 5o cultivators, loo tear blades, /5 seed d rills

3) Electric motors: Annual production 9,ooo units

4) Diesel engines: Annual production 4o units

Apartfrom the items listed above, other materials used, though less important in terms of quan
tity , like  stainless steel .shafts, carbon steel, high tensile steel w ire , nuts and bolts, welding 
rods, capacitors, springs, paints, varnishes, belts, gaskets, furnace o il,  moulding sand, 
washers, rive ts, bushes etc. are needed oy the sub-sector.

Besides the imported items listed in table 3 .1 4 , indirect imports have to be considered too.
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W hile  castings are made loca lly , pig iron has to be imported. The same applied to copper 
w ire . Including indirect imports the average share of imports in the four product lines can 
be estimated at about 85 %  of the processed materials. When computing the indirect imports, 
i t  was assumed that inputs processed in Pakistan have a value added of ca. 2o % .

The bulk of material is  purchased through local wholesalers: O nly a few other sources were 
mentioned by the enterprises visited such as:

-  trading corporations of Pakistan (6)
-  local retailers (12)
-  local manufacturers, e .g . foundries (7)
-  manufacturers abroad (4)

Most of the enterprises do not maintain fixed relations over a long period to a certain supp
lie r  . About 63 %  of the entrepreneurs change their source of supply frequently according to 
ava ila b ility  and price-w orthiness. It is  interesting to note that in places like  Daska and S ia l-  
kot suppliers are changed ra re ly. Out of 18 entrepreneurs who stuck to their suppliers, 14 
were located in one of these places and only 2 each in Lahore and Gujranwala.

Stocks of material are usually not maintained over a longer period: 84 %  of the units keep 
stocks only for about one month, and almost one third does not keep stocks at a ll (see table 
3 .1 5 ).

Table 3 .1 5 : Raw Material Stocks by Product Line

Product line
Time period

no stocks 0 .5  months 1 month 2-3  months above 3 m.

Pumps 6 6 - 2 2

A gricu lt, implements 6 5 6 3 -

Electric motors 1 4 3 1 -

Diesel engines 3 - 3 - -

One of the reasons for the limited amount of stocks kept w ith in the companies is the lack of 
working capital, especially in thesmalier un its. Secondly, and th is seems to be even more im
portant, the entrepreneurs are not particularly concerned about the raw material specifica
tions. If  the required quality is  not available, substitutes of mostly lower quality are used 
instead. The insecure ava ila b ility  of high quality raw materials is  the reason why more 
quality-conscious manufacturers keep stocks of basic raw material for half a year and even 
longer.
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As far as the quality of raw material is  concerned, the following statements can be made:

-  Since testing fa c ilit ie s are lacking w ithin the units and outside fa c ilit ie s are not applied 
to (in only one case the use of outside fa c ilit ie s for raw material tests was reported) the 
use of proper materials is  not ensured

-  The high percentage of scrap used in casting without proper analysis makes good casting a 
matter of luck.The results are castings with low quality (hardness, surface, blow hotels etc.

-  The general knowledge about materials is poor and may result in the use of unsuitable 
material and inadequate processing.

-  As there is practically no competition by quality, the method to enter the markets is to 
undercut prices. As materials are the main cost component, there is  also a tendency to use 
cheap materials to be competitive.

Apart from the problems mentioned above, the entrepreneurs complain about:

-  high and frequent price fluctuations, with a strongiy increasing tendency. Th is  applies 
particularly to small units who purchase small quantities at unfavourable conditions,

-  high custom duties and sales tax, amounting up to loo %  and more of the purchase 
price.

3 .3  Manpower, Management and Organization

3 .3 .1  Manpower

3 .3 .1 .1  Employees by Category

The structure of manpower is compiled below for each product group. As already mentioned, 
most of the companies visited are organized as family-companies with the family members 
working as administrative or technical managers. In smaller companies, the owners are 
mostly integrated in the production process and may have the function of a manager and 
foreman at the same time. Therefore it  is often d iffic u lt to make a clear distinction between 
management, staff and technical personnel.

Quite evidently, the percentage of unskilled workers is lower in  smaller units than in bigger 
ones. Th is  is probably due to the fact, that bigger units can afford a higher amount of helpers 
and trainees on a regular basis, whereas the smaller manufacturers are unable to ensure em
ployment o il the year round to unskilled labourers.

Contrary to othersub-sectors like  leather and te xtile s, there is  no female participation in this 
branch, and child employment only has been noticed rare ly.
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Table 3.16: Pumps and Pump Components

Units

Category

Sind Punjab NWFP

i 2 3 4 5 6 7 8 9 lo 11 12 13 14 n r 16

Staff 29 4 1 3 2 1 1 8 5 G 33 3 3 1
—

1 1
Skille d  labourers 2o 9 9 6 2 4 4 35 22 15 lo lo lo 8 8 4
Unskilled labourers ÓO 5 8 - 2 - - 15 ó 5 2 - - - - 3

Total lo9 18 18 9 6 5 5 58 33 28 45
— i

13
i—

13 9 9 8

Table 3 .1 7 : Electric Motors

Units Punjab 1 NW FP

Category i
J _ L _

3 4 5
—  
! « 7 8

1 ------------
1 9

Staff 8 1 2 4 7 2 5 1 1 1 _
Sk ille d  labourers 25 i 37 21 25 25 Io 8 2 ! 3
Unskilled looourers 18 j 4 15 5 5 4 7 - -

Total 1 51 j 43 4o 37 32 19 < 1 6 2

Table 3 .1 8 : Diesel Engines

G O P n
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Table 3.19: Agricultural Implements

__  Uni t j

Category

Sind Punjab NW FP

t 2 3 4 5 6 7 8 9 lo 11 12 1 13 14 ’6 18 19 2o +

Staff 6 2 l 3 3 5 6 2 4 1 1 1 i l 1 1 7 2 -
Sk illed  labourers i6 3 4 42 15 2o 21 9 12 15 9 7 1 7 7 7 25 5 15 - 5

Unskilled labourers _ 4 - 1o 2 - 7 - - - 2 | - - lo 24 3 - -

Total 22 lc 9 45 28 27 27 18 16 16 lo lo  | 8 8 8 42 38 2o - 5

+) Average of units in the Moraon D istric t

3 .3 .1 .2  Q ua lification of Technical Staff

There is no o ff ic ia lly  sanctioned apprenticeship scheme, but rather a bias in favour of on- 
the job tra in ing. O n ly few graduates from vocational schools find the ir way to the private 
industrial sector.

A ll sk ille d  and unskilled labourers employed by the companies v isited  are reported to have 
gained the ir experience on-the-job. I f  most of these are reported as "s k ille d "  th is means that 
they have been trained w ith in  the enterprise for a certain period (at the most up to three 
years) and are in a position to carry out the ir particular jobs independently, but not thct 
they have passed a formal apprenticeship or vocational tra in ing .

However, in most of the branches the general level of s k i l ls  is  rather low, a ll the more as 
there is a continuous drain of sk ille d  workers by emigration o  the oil-producing G u lf 
States where the wages are much higher than in Pakistan. Thus, there Is an urgent need 
for employees able to carry out tasks at higher technology levels end precision work; in this 
context, f itte rs , mechanics and machinists sheuid be treined to make tools, d ies, jig s , 
fix tu re s, etc.

3 .3 .1 .3  Employment by Term and Remuneration Structure

As records the terms of employment there Is no significant difference between the product 
lines nor between locations. N orm ally, the workers are employed on a regulcr basis. 
Contractual labour is  very rare (pumps 1 case, agricultural implements 2, electric motors 2, 
diesel engines 1) and always restricted to a small proportion of the workers. Employment on 
a dcily basis is  a lit t le  more frequent (pumps 4 cases, agricultural implements 4 , diesel 
engines 1) out in most cases also restricted to few workers. In agricultural implements as c 
secscnal business, employment on a daily basis serves to enlarge the steff during the season, 
whereas the laoourers kept cl I tne year rouna are regularly employee.
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There is  not much difference in the remuneration schemes e ither. D a ily  wages range from 2o 
to 4o Rs/day for sk ille d  workers and from lo  to 2o Rs/day for unsk illed  labour. Monthly wages 
paid to sk ille d  labourers are of a wide range, from 7oo to 13oo Rs, in  exceptional cases 
up to 2,000  Rs. U n sk ille d  labour is  paid 2oo to 600 Rs/month. The average annual costs perw or- 
keir are estimated ro be 10,000  Rs. Th is amount includes fringe benefits as well as pay
ments for social security schemes i f  applicable.

3 .3 .1 .4  Labour Productivity

Labour productivity is  defined as the ratio between output in terms of value and input of em
ployment in the production process. In the case of small industries, however, it  is  not very 
practical to relate the output only to the labour engaged in the production process, as i t  is  
d iff ic u lt i f  not impossible to separate workers employed in  the production process from those 
working in other f ie ld s. The distribution of labour productivity w ith in the product lines 
in question are given in figure 3 .2 .

Figure 3 . 2: Labour Productivity by Product Line (Annual Tu rn o v e r/To ta l Labour Forced
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The highest productiviN rates are found in agricultural implements. 42 %  of the units achieve 
a productivity between loo,oooand 2oo,ooo R$/worker , one unit even exceeds 2oo,ooo Rs. 
figure, however, must be questioned because it  was calculated on three months' production 
only. The lowest productivity is found in the diesel engines sector, two thirds of the units 
achieving a productivity up to 5o,ooo Rs. O f a ll production lines, 24 %  each fa ll in the 
bracket Rs 2o,ooo -  Rs 5o,ooo and Rs loo,ooo -  Rs 2oo,ooo respectively, 37 
brackets Rs 5o,ooo -  Rs loo,ooo.

%  in the

Th

It  should be mentioned that the lowest labour productivity was registered for N W FP, where 
75 %  of a ll units visited achieve a labour productivity of not even Rs 2o,ooo. Th is  calcula
tion, however,includes only one of the numerous small units in the Mardan d istric t. I f  a ll 
units were taken into account, the percentage of the above reported low productivity units 
would rise to 85 % .

3 .3 .1 .5  A va ila b ility  of Workers

Labour is  short for small scale industries. Out of 51 units about 85 %  reported d ifficu ltie s 
in finding sk ille d  workers; only 8 are not facing any problems regarding labour supply. Out 
of these, 4 are manufacturers of agricultural implements and located in Faisolabad.

The reason why the latter are not so short of labour may be that this product line requires 
comparatively low s k i l ls .

3 .3 .1 .6  Labour Fluctuation

Although the majority of the units visited complained about fluctuation problems it was 
quite d iffic u lt to get figures cn the fluctuation rate. The rates given in the following 
table 3 .2o  are only rough estimates by the entrepreneurs.

Tab.e 3.2o : Fluctuation Rate by Product Lines

Product line
Fluctuation (by number of employees per year)

o 1 to 5 6 to lo 11 to 25 26 to 5o 51 to loo

Pumps 4 1 2 5 3 1

A gricu lt, implements 5 2 1 5 2 3

Electric motors 1 2 3 2

Diesel engines 5 ** 1
-

| Total 15 3 5 14 7
5 !

-f V£»lr% * u t, b 8-



The table indicates, that there is hardly any fluctuation in the diesel engine group which 
is  concentrated in Daska, whereas in other branches most companies suffer from fluctuations. 
Seasonal fluctuations are in particular reported in rural areas. Especially at harvesting and 
ploughing times labourers leave their job. Th is, of course, is quite understandable as a ll the 
labourers have roots in agriculture and do need the income from this source to support their 
fam ilies.

Besides seasonal fluctuations, there is a drain of labour due to the low remuneration. As 
mentioned above, large numbers of qualified workers move especially to the Middle East 
countries where the'wages are very attractive. A ll entrepreneurs stressed this point.

3 .3 .1 .7  Tra ining Requirements and Fa c ilitie s

Tra ining institutes and Service Centres play only a marginal role in providing manpower for 
this subsector of the small scale industry. O nly 5 units ( lo  % ), a ll located in S ia lko t, re
ported to employ workers who were trained by such in stitutes as MIDC ui Sia lkot. Th is low 
quotation is somewhat incomplete, because apart frornMIDC in Sia lkot other institutions, like  
PITAC (Pakistan Industrial Technical Assistance Centre) offer training courses in metal working, 
which is also done by smaii scale industry. However, most of the entrepreneurs have to 
train their own staff. The institu tiona lly  trained staff seems to be absorbed by the medium 
and large scale industry, as small scale industries cannot offer them attractive salaries or 
adequate employment. SSI are also reluctant to send their staff to the above training 
centres, on account of the costs involved and because very often their trained employees are 
lured away by other companies.

3 .3 .2  Management

A characteristic of the small scale manufacturing sector is  the concentration of the managerial 
functions to a few persons. Except for the actual production operations the owner normally 
carries out a ll activities involved in running the business. Repartition of management 
functions has been observed to commence when an enterprise is about to reach the 2o em
ployment bracket and increases with the size  of the establishment.

However, the evaluation of management efficiency must be based on the impressions gained 
during the plant v is its . In this context it  is tried in table 3.21 to assess the efficiency of 
the unit's technical and administrative side by a rating system, distinguishing good (+) 
and fa ir (-) categories, keeping in mind, however, that this appraisal applies only 
to the group of small industrial units.



- 38 -

Table 3.21: Standard of Managerial Capabilities

Product line
Technical management Administrative management

+ - +

Pumps 12 4 5 n

A gricu lt, implements 13 7 5 15

Electric motors 7 2 2 7

Diesel engines 5 1 6

Total 37 14 12 39

It  is  obvious that the entrepreneurs' managerial capability lie s more on the technical than 
on the administrative side. However, this fact does not allow any conclusion as to a corres
ponding innovative drive of the entrepreneurs. In fact, in the case of diesel engines, not a 
single unitmadeany  improvement in design, efficiency and the lik e ; the engines are s t i l l  
b u ilt the way they have been for decades and changing demand pattern w ill put ultimately 
an end to the future production of this type of engines; w h ilst the entrepreneurs have 
thus long business experiences they seem to be lacking one important component of entre
preneurship and that is to adapt their output to changing markets.

Quite different is  the attitude of the manufacturers of modern agricultural equipment. Those 
located in Faisalabad for example produced mainly textile  accessories (power looms etc.) 
up to the early seventies but then adapted themselves to changing demand. A lso new entre
preneurs of this product line gave proof of entrepreneurial ve rsa tility .

3 .3 .3  Organizati on

Organizational aspects can be subdivided Into those related to

-  administration
-  accounting
-  marketing
-  production.

Administration and Accounting

As regards these functions it  is obvious that the small units visited can only have rudimentary 
forms of organization. Administrative work is partly done by the owner/manager and the 
accountant, whereas accounting is  fu lly  left to an accountant, often not employed by the 
company but only hired. O n ly companies reaching the employment bracket of approx. 2o



workers usually have a separate accounting section. Th is of course does not apply to those 
units which do not keep books at a ll.  Out of the units v isited , 13 or about 25 %  pretended 
not to do any bookkeeping. As regards the others it  Is  d iffic u lt to appraise the quality and 
re lia b ility  of their records because balance sheets and profit and loss accounts were rarely 
made available. In any case It may be assumed, that such records are kept prim arily to 
comply with the demands of income tax regulations and not to serve as a basis for business 
strategy. O nly a few bigger companies make an exception. Th is allows the conclusion 
that in most cases business is  run on the basis of simple revenue/expenditure arithmetics.

Marketing

There is hardly any marketing organization either. O nly 13 or about 25 %  of the companies 
make distinct efforts in this fie ld and may be said to pursue marketing in a somewhat orga
nized way. Advertisments, leaflets, show rooms, appointed representatives and after-sales 
services are the means employed to build-up a personal company trade mark.

Production and Work Flow

Planning and organization of production depends on the s ize  of the u n its. In small un its, as 
a ru le , machines are not correctly located for sequential operations. Admittedly the structural 
set-up of numerous premises make a rational flow of work impossible. But also in those units 
where this is not the case much is left to do in organizing the production process.

3 .3 .4  Main Problem Areas

Since the main problems in manpower, management and organization are more or less 
the same for a ll branches, they are not dealt with by sectors but may be summarized as 
follows:

Manpower

-  Labourers normally do not have formal training in their particular fie ld  of work. Having 
gained their s k i l l  on-the-job, they are only sk ille d  for one job. However, they lack 
understanding for more complex production processes and are not used to work on the 
basis of drawings. Accuracy and keeping tolerances pose problems and they are not fa
m ilia r with the use of ¡ig s, tools and dies. Th e ir knowledge about materials and appro
priate processing methods is equally insuffic ient.

-  The high rate of labour-fluctuation impairs the achievement of higher quality standards and 
productivity.

-  The high rate of unskilled labour employed also prejudices product quality and productivity.



Management

-  As already mentioned, in most cases the administrative side of the business is  less develop- 
ped than the technical fie ld . Th is  is quite normal because of the prim arily technical 
background of the owners. Nevertheless, to run a company e ffic ie ntly , accounting and 
administration are as importantes the technical performance. However, the present low 
standard of accounting in particular does not allow the management to make decisions 
about taking up or dropping a production on the basis of cost calculations. Management
is based on intuition rather than on rational considerations. Th is is  not necessarily bad. 
However, as decision making w ill be increasingly complex also for small un its, a better 
data basis w ill be indispensable.

-  G enerally, the entrepreneurs are not innovative enough. Basically there are two ways of 
behaviour: Either the traditional pattern is followed or competitors are copied. O nly very 
few entrepreneurs are entering new fie ld s. And i f  they are successful, their product is 
immediately copied by numerous competitors. Thus overall development is  much too slow.

-  Due to the adherence to traditional products n d  the imitation of products,research and 
development efforts are neglected.

-  The entrepreneurs do not have enough knowledge about institutional fa c ilit ie s, tax system, 
incentives, credit fa c ilit ie s , administrative procedures and the like  which are of impor
tance to their business.

Organization

-  Cost accounting as a basis for decision making is in most cases neglected-, thus product 
prices are often below the actual production costs.

-  improvement in marketing organization is needed.

-  In many cases the production process is not well organized.

-  Due to the lack in training and because of their traditional behaviour the entrepreneurs 
are reluctant to adopt new and more effic ient techniques especially in the field of 
business administration. W hile  it  is  already d iffic u lt to convince the entrepreneurs of 
better technical processes which can be demonstrated to them, it  is almost impossible to 
make them introduce more efficient mcnagement techniques which in their eyes only 
cause additional work and costs.
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3 .4  Demond and Marketing

3 .4 .1  Demand

3 .4 .1 .1  Demond Pattern

The following general statements are entire ly based on interviews with entrepreneurs, dealers 
and buyers, as no official statistical data are available for the individual product lines.

Pumps and Electric Motors

As already pointed out, the pumps produced by the small scale industry are only for the 
domestic market where they compete with imported pumps and those locally manufactured 
by large scale enterprises. According to market sources, demand goes for the cheaper pumps 
of the small scale industry. Imported pumps as well as those produced by larger manufac
turers are more expensive because of trade barriers in the case of imported pumps and higher 
costs in the case of large manufacturers aiming at good quality products. As the buyers 
are not very quality conscious, the price is the decisive factor for them. And it  is very d if f i
cult fo make them understand the importance of good qua lity, i .e .  that this implies higher effi 
ciency, lower energy costs and a longer life -tim e of the products.

Diesel Engines

Low speed diesel engines are mainly demanded by farmers. Th e ir popularity is due to some 
specific advantages, such as their long life -tim e and the need for very lit t le  maintenance 
which can be done locally. A lso repairs, i f  any, are simple to make and can normally be 
done everywhere by the local blacksmith.. Futhermore, the farmers are used to this type of 
engines and its fam iliar sound.

Agricultural Implements

The demand for agricultural implements depends lu.gely on the degree of mechanization of 
the farms. Th is  again is determined by the amount of available financial means on rhe one 
hand and by the adherence to traditional farming on the other. The change to modem far
ming methods is a slow process and requires a lot of demonstration. The farmers' low techni
cal standard and quality consciousness encourage some manufacturers to produce low quality 
products, which, in turn, may disappoint certain users and make others hesitant to change 
the old techniques.
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3 .4 .2  Morketing

3 .4 .2 .1  Description of Morkets

W ith the exception of two cases, the output of the units visited is sold loca lly. Due to the 
great number of manufacturers producing the same, almost identical article,competition is 
very strong in a ll product lines. Most of the manufacturers of a ll product lines are located in 
Punjab. The ir products are sold practically a ll over Pakistan. The same is true for the output 
of the bigger Sind manufacturers. O nly the manufacturers of NW FP are confined to their 
province and face heavy competition from products coming from Punjab. Figures on the re
gional distribution are, however,' not available.

3 .4 .2 .2  Market Mechanism

Out of the broad variety of possible arrangements, the most important distribution channels 
generally used by the enterprises, are summarized for the four product lines in table 3 .2 2  
below.

Table 3 .2 2 : Important Distribution Channels by Product Line

Distribution Channels

Product line loo % loo % loo % who! esaler/ arrangement w joborder/ ¡arrangement w .
job order wholesaler enduser enduser dealer enduser \ retailer

No. % No. °'o No. % No. % No. % No. Q/O j No. ! %

Pumps 6 38 2 . 3 1 6 5 31 2 12 - - 1 i  ! ' _
1 "  ;

Agricult. implements 7 37 - - 7 37 - - . 4 21
' i 5

Diesel engines 3 5o - .
3 5o - _

- - -

Electric motors - - 2 25 - 3 37 3 38
'

- ! -  ! -

Total , 6 33 4 8 i i 23 8 16 5 lo A 8
i  1 L . 1 . 1

The above table may be supplemented with the following remarks:

As regards pumps, the job order system is  mainly applied in fhe very small companies visited 
in Karachi (pumps and pump components) and by a small manufacturer in NW FP. Dealers as a 
marketing channel are used in 2 Punjab based companies (25 % /  5o %  of their production 
respectively). As c ru le , pumps are sold via wholesalers, or directly to the end users.

Agricultural implements are sold either d irectly to end users or on a job order basis. In only 
one case, pert of the production (66 %) was sold via reta ilers. Except for one manufacturer 
who se lls 9o %  of his products to end users, a ll other Faisalabad based manufacturers do so 
with their entire output. Equally interesting is the fact that out of the four NW FP based com-
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ponies, 3 produce exclusive ly on a job order basis, the fourth se lls only 60 %  of his produc
tion by this scheme. In Doska, out of the 5 companies v isited , the 2 bigger ones se ll direct
ly  to end users, whereas the 3 smaller ones produce on a job order basis. An analysis of 
these findings indicatesa correlation between the s ize  of a company and its marketing 
channel used. The fact that the smaller units produce on a job order basis is not surprising, 
as this procedure requires less funds than the production on stock.

Diesel engines are either sold on a job order basis or d irectly to end users. The small number 
of units visited does,however, not allow a respective conclusion for the whole sector.

As regards electric motors dealers are involved in 3 cases w ith shares between lo  %  and 95 %  
The rest of the motors is mostly sold via wholesalers, in two cases exc lusive ly.

In this connection, the attitude of the entrepreneurs with respect to keeping stocks of 
finished goods should be mentioned (table 3 .2 3 ).

Table 3 .2 3 : Stock Keeping Practices for Finished Goods According to Product Line

Product line

No
stock keeping

Stock keeping

N o.
units

%
up to 2 weeks up to 1 month 1 to 3 months

No.
units

%
N o.

units
%

N o.
units

%

Pumps lo 67 3 2o 1 7 1 6

Agric. implements 13 65 1 5 3 15 3 15
Electric motors 8 89 - - 1 11 - -

Diesel engines 5 83 - - - 1 17

1 Total 36 72 4 8 5 1 0 5 lo

A A *  A^,<|!nn  4 m  v U  a  m U a i /A Ul  A  #• 4 M  M  ),» I, A A n  I ̂ /*1 
i  I I u u u  v  V  I W W I C  d l W W I N  I S W V ^ I I I ^

^ / ^ 4  w ^ r v  I f  r n <■* 4 i  o r f  i f  r l c  m n r qI I W I  T W l  /  V V I I I I I I V "  #  » •  [ V M K V I  ( I  < * «  •  W

frequently application in the pumps and agricultural implements sector than in the fie ld  of 
electric motors and diesel engines.

Pump manufacturers seem to keep small stocks for sales to endusers. Stock keeping for lon
ger periods is unnecessary in this oranch due to the short pumps' production time. The 3 
months' stock reported for one unit are not indicative as these were the result of sluggish 
demand.

Agricultural implements, on the contrary, are generally kept on stock for longer periods. 
Th is is parrly explained by the seasonality of the respective demand. Furthermore, units
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that sell their entire production to end users are bound to keep larger stocks, while produc
tion on a job order basis requires less stocks.

Sub-contracting is rare in the branches under review. Only 4 units are engaged as subcon
tractors, two of them are foundries in Karachi, working for pump manufacturers. Forming 
out work to sub-contractors was only reported in tvo cases.

3 .4 .2 .3  Prices

About 25 %  of the units visited claimed to calculate their prices by their costs, the others 
fix them according to the market situation. However, it may be assumed that these 
statements only apply to the few units engaged in repair work and producing an special 
order. In view of the strong competition in all product lines, it seems pretty impossible to 
insist on cost prices. The entrepreneurs explained that when finding their cost prices too high, 
they adjust them to the prevailing market prices. The market is more or less ruled by princip
les of perfect competition where prices correspond to the production cost of the cheapest 
competitor. As soon as a competitor rises his price the buyers will shift to others who, due to 
unused capacities, car. satisfy the additional demand. In fact the products'sales prices are 
pratically the same, regardless of the producer and his location. A few examples will illu 
strate this:

12 - 14 HP diesel engines are presently sold uniformly at looo Rs/HP and large: ones at 9oo - 
95o R5/HP. The price for cultivators is of about 35oo Rs all over the country^ wheat threshers 
are sold at 17,5oo to 2o,ooo Rs, depending on the number of beaters, and simple ploughs at 
about 4,ooo Rs. O n ly  the manufacturers located ir. Hyderabad are reported to ask higher 
prices, i.e . 6 ,0 0 0  Rs for a cultivator made of imported parts.

As regards electric motors and pumps, the prices depend on the size of the motors and pumps, 
e.g. prices for electric motors range from 7oo Rs for a o,3 KW  motor to 5 ,0 0 0  Rs for a 15 KW 
motor. Small sizes of centrifugal pumps without engines are sold at 175 to 5oo Rs, bigger 
sizes (8 " x 8 ") at up to 3,ooo Rs.

In view of the prevailing Inflationary tendency in Pakistan, prices are likely to continue to 
rise accordingly.

As regards the terms of payment, wholesalers usuaiiy enjoy 3o days1 credit. Saies tc end users 
are normally on cash basis with occasional credit periods of 1 to 2 weeks. For job orders a 
down payment of 25 %  is asked for as a rule, the rest being aue upon delivery. Whole
salers are granted rebates of about 15 % ,  dealers only of some lo  °o.



- 45 -

3 .4 .2 .4  Competition

A ll product lines are facing heavy competition. G enerally, there are three groups of com
petitors:

-  comparable industries
-  medium and large size  domestic producers in the same fie ld
-  imports.

Table 3 .2 4  below shows the entrepreneurs' own appraisal regarding the ir competitiveness v is- 
à -v is larger domestic industries and importations.

Table 3 .2 4 : Competitive Position by Product Groups

Product line

Imports Local production

by quality by price by quality by price

good poor good
_________ 1

poor
I '______

good poor
'

good poor

Pumps Imports are banned 15 1 15 1

A gricu lt, implements 2 6 8 - 17 2 13 6

Electric motors 4 4 7 1 5 4 7 2

Diesel engines No imports 6 -
6 -

According to the above table many small manufacturers, in particular those of agricultural 
implements, esteem their quality and prices to be competitive. W h ile , as far as prices are 
concerned, the above appraisal may be agreed to, the smaller units over-estimate defin itely 
their product qua lity. Th is  applies in particular to the pump sector and to a certain extent 
also to the electric motors section.

Th e ir assessment regarding their comoetitiveness with imported goods is ,  as far as agricultural 
implements are concerned,more re a list ic . In fact, quite often there is no competition at a ll 
with im ports,e.g. in the case of treshers and cane crushers.The imports of electric motors are 
mainly from China. Trade sources confirmed the manufacturers' assessment with regard to the 
competitiveness of the ir product quality with that of imported goods.
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3 .4 .2 .5  Morket Potential and Development Prospects 

Electric motors

Any statements concerning potential and prospects in this product line are badly hampered by 
the lack of statistical data, such as figures on imports, local demand, etc. The following 
conclusions are thus based on trade sources and are only estimates.

The local market for electric motors can be subdivided into two categories:

-  electric motors up to o .75 KW ; mainly manufactured by SSI and imported
-  electric motors from o.75 -  75 KW ; large scale industry and imports.

For the product range o.75 - 75 KW  the total demand is estimated at about 4o,ooo units p.a. 
with a potential increase to5o,ooo units p.a. Out of these, 2o,ooo are manufactured by 
the companies listed below, 15,ooo being Imported and the remainder of 5,ooo probably 
mainly manufactured by SSI enterprises.

Table 3.25 shows in how for electric motor capacities of Important producers are actually 
u se d .

Table 3.25: Annual Capacity of Large Scale Producers of Electric Motors

Name of company Capacity installed (units) Capacity used (units)

Siemens 2 o,ooo 1 o , ooo

Climax 2o,ooo 5,ooo

PECO 2 o,ooo 2 ,ooo

Senko 10 ,0 0 0 2 ,ooo

Bell 10 ,0 0 0 1 ,ooo

T otal 8 0 ,0 0 0 2 o,ooo

According to the above table, all large scale units have the possibility to extend enormously 
their present capacity utilization. This fact and their product quality advantage render SSI 
development highly difficult if notunlike ly. In fact, from rhe capacity and technical point 
of vjew, the Icrge scale manufacturers could easily conquer the market of small electric mo
tors. ^If the large scale manufacturers, due to tnis overcapacity decide to enter into the 
market of small electric motors fa step which technically poses no problems), the whole 
market con be conquered by the large companies. Together with the considerable quantities 
of cheap and reliable small motors imported, particularly from China and other east block 
countries - imports which due to barter agreements cannot bo stopped easily -,  future pros-

1) which Is esiimated tj be not more than 5o,ooo units/p.a.



- 47 -

pects for the small scale industries are not very bright and only those who w ill manage to offer 
better quality motors might have a chance to survive.

Pumps

For the assessment of the market potential of this product line no statistical data had been 
available either. From the small units' low capacity u tiliza tio n  it  has to be assumed, that 
the market prospects for low quality products are not very favourable.

Diesel Engines

The annual production capacity of the ca. loo manufacturers presently engaged in this pro
duct lin e , is  estimated at around 11,4oo engines/year . The actual capacity u tiliza tio n , 
as assessed during the plant v is it s ,  however, is only of 3o to 5o % . Th is  overcapacity is not 
lik e ly  to decrease in future. On the contrary, with the country's increasing electrification 
they w ill no longer be used for e lectric ity generating and waterpump powering, regardless 
of the fact that the actually manufactured diesel engines have proved to be of lasting qua li
ty and easy in operation and maintenance. A lso as prime movers for agricultural purposes 
they have severe disadvantages, since the engines are very heavy (a 16 HP engine has a 
weight of almost 2 t) and can be used only sta tio n a ry . There is growing demand for lig h t, 
moveable high power engines which can be mounted on threshers, waterpumps, ere. For this 
purpose high speed engines are needed, which at the present stage cannot oe built by the low 
speed engine producers. High speed diesel engines are also needed for road and construc
tion equipment, small tractors, power t il le rs ,  generating sets, wheat, flour and rice m ills .
The prospects for diesel engines as such are thus quite good but w ith other properties than 
those of the engines actually produced by the small scale industry.

Agricultura l Implements

Agricultura l implements such as hand tools, animal drawn implements and tractor implements 
have in general good market prospects. Whereas hand tools are produced in sufficient quan
tit ie s by local small manufacturers and are not further dealt w ith , emphasis has to be. laid 
on animal drawn,and in particular, on tractor implements. Most of the farm holdings in 
Pakistan are small and animal drawn implements widely used. In this fie ld  demand is ex
pected to rise steadily and thus to be met by the presently existing production fa c ilit ie s.
In the fie ld of tractor implements and other powered farming equipment (threshers, m ills ) , 
however, the market is expected to grow fast, the respective demand being appraisable by 
the agricultural power input. The present input in Pakistan is of about o .!2 o  HP per acre, 
whereas developing countries need o.2 HP/ acre for obtaining adequate crop yields , 1 2

1) Report of Expert Working Group on Machinery other than Electrical Industrial Sub-Sector 
for the F ifth  Five Year Plan 1978-83. Ja n ., 1978, P. lo

2) IRR I-PA K Machinery Program Report: Farm Machinery Requirements in Indigenous Produc
tion in Pakistan, Ja n ., 1978
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On the assumption that the existing power defic it in Pakistan w ill be met by tractors and 
that there is a fixed correlation between the number of tractors and the use of powered agricul
tural equipment a steadily increasing demand of agricultural implements may be forecasted.

3 .4 .3  Main Problem Areas

The main problems in the fie ld of marketing and sales can be summarized as follows:

-  Active marketing is  rare. Due to limited resources and unawareness of the need for marke
ting the small entrepreneurs are reluctant to make their products known. O nly a few print 
leaflets, advertise or try by other means to ouild up a trade mark and a corporate image.

-  There are no after-soles services and hardly any guarantee systems. Especially when new 
markets are to be conquered or new products to be introduced this is a serious handicap.

-  The frequently offered low price and quality products prejudice future sales.

-  Products are poorly presented and often lack an attractive fin ish ing touch. Furthermore, 
operating manuals are rarely available.

-  Some small manufacturers' bad habit of using the trade mark of well-known companies 
for their own products spoils the reputation of the better producers. As lawsuits are 
cumbersome and time consuming these practices are unpunished.

-  Legal and illegal imports increase the d ifficu ltie s for small scale industry (e .g . electric 
motors).

•n any case a ll these problems were hardly ever spontaneously reported during the consul
tant's interviews. The awareness of the small entrepreneurs of marketing Is obviously not well
developed.
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3 .5  Investment and Financing

3 .5 .1  Capital Structure

3 .5 .1 .1  General Remark

The investment figures are a ll based on present values, i .e .  the assets are not valued at their 
historical prices minus depreciation but at the value they are attributed by the entrepreneur 
and the expert. Hereby the figures of the different companies whose assets were invested at 
differing times become comparable.

However, land and buildings are overvalued by this method because their prices have gone 
up at a quicker rate than those of the other assets due to the scarcity ot land. Furthermore, 
the figures given are only estimates because it  was impossible in the given time to evaluate 
each asset ind iv id ua lly .

In view of the fact that practically no balance sheets were available the described evaluation 
of the companies' assets would have had to be done in any case and thus served a double 
purpose.

3 .5 .1 .2  Long and Short-term Loans

Out of the 54 companies visited only 9 (17 %) finance the ir fixed assets partly by 
loans. The share of long term loans ranges from 3%  to 65 % , the median lying by 35 % .
In one case, which cannot be considered representative, short-term loans were used for 
financing fixed assets.

Working capital is  partly financed by short-term loans (13 un its, or 24 % ). In 8 cases they 
are in the form of trade lia b ilit ie s , the other short term loans are from credit institutions and 
the lik e . The relation between lia b ilit ie s and working capital ranges between 4 %  and loo % .



- 5o -

3 .5 .1 .3  Fixed Assets /  Total Investment- Ratio

The ratio of fixed assets to total investment is shown in figure 3 .3  by product lin e . 

Figure 3 .3 : Fixed Assets /  Total Investment Ratio by Product Line

P = Pumps A = Agricultural Implements
E = Electric Motors D = Diesel Engines

The above figure indicates that there is  a heavy concentration of companies with e fixed 
assets /  total investment ratio- of o .8  -  1 .o , which means that in most companies the major 
part of investment consists of fixedassets. When analysing the above relationships for ind i
vidual enterprises it  must be considered whether their land and/or buildings are leased or 
purchased and also in how far their current assets are enlarged by stocks and accounts re- 
ceiveable or their businesses are carried out on a job order basis, i . e .  without recei- 
veables and stocks.

3 . 5 . 2  Sources and Funds

Loans do notplcya major rcle in financing small scale industry, most of the capital being 
contributed by the entrepreneurs and their fam ilies who then form family partnerships. The 
following table 3 . 26  gives details on the sources of funds.

;



-  51 -

Table 3 .2 6 : Sources of Funds According to Product Lines (in l,o o o  Rs)

Product line

lota investment Long-term loons Short-term sorrowings

fixed
ossets

working
capital

total bonks other
sources

total % ° banks trade
lia b ilit .

total

rumps Z i ,o*o «o,4o/ 1/, Doo 3o 3o 984 65 l,o 4 9 4

Agricult, implement 15,965 6,966 22,931 1,215 - 1.215 5 2,297 4oo 2,697 12

Electric motors 14,532 2,o9! 16,623 815 - 815 5 - 44 o 4 4 o 3

Diesel engines 5,29o 533 5,823 - 2o 2o - - - -

Total 56,883 15,997 72,88o 2,o3o 5o 2,o8o 3 3,281 9o5 4,186 6

1) %  of total investment

The above table shows that only a minor portion of the total investment is  financed outside, 
i .e .  by credit institu tions, trade lia b ilit ie s , etc. and thus reveals the companies' high 
equity ratio.

3 .5 .3  Lending Institutions, Borrowers and Credit Schemes Used

Most loans are from commercial banks at the normal interest rcte of 13 to 14 %  p .a . against
securities. The d ifficu ltie s faced by the small scale industry in institutional borrowing can
be summarized as follows:

-  Interest rates are very high. Some entrepreneurs pretend the interest of 13 or 14 %  to be 
nominal, the factual burden including credit costs, insurance for mortgaged property 
etc. amounting to almost 2o % .  It was also claimed that loans are not always distributed 
according to banking rules but that grants often depend on personal lik ing s and d islik ing s 
and thus certain persons or groups are favoured.

-  The securities asked for are fe lt to be too high. Mostly loans are only granted against mort
gage on the company's assets or even on the entrepreneurs' private property (houses).
In addition, personal guarantees of the entrepreneurs' relatives are asked for. In many 
cases the claimed securities exceed the loan amount.

-  The lending procedures often exceed the small entrepreneurs' administrative fa c ilit ie s. In 
this context the lack of reliable balance sheets and/or profit and loss accounts are a se
rious drawback.

-  Q uite a lot of the entrepreneurs interviewed declared themselves reluctant to enter credit 
transactions. Th is  reluctance has its root in  a general distrust in authorities and institutions 
and their procedures, but also in the entrepreneurs' pride to manage the own business w ith
out help from outside. In addition, the Islamitereligion pleads against the payment of 
interest.



-  5 2  -

3 .5 .4  A va ila b ility  of Capitol

There is  a great need of capital for purposes like  the modernization, expansion and diversi
fication of product lines. Working capital is even scarcer, its  lack hampering the daily busi
ness in some cases severely. In the following table 3 .27  the investment needs stated by the 
entrepreneurs are related to the s ize  of their companies expressed in terms of the number of 
workers. A break-down according to the motive of the investment, however, cannot be 
given because modernization and expansion due to a rise of production and/ or product 
d iversification, often go hand in hand. As regards diversification in general, the entrepre
neurs do not look much for such p o ssib ilit ie s. The smaller the unitsrthe more they stick to 
their product line . Th is ,  of course, can be explained with their very limited business expe
rience and knowledge of development p o ssib ilit ie s.

Table 3 .2 7 : Investment Requirements According to Employment Range and Product Lines
(in 1 ,ooo Rs)

Product line
less than 25 26 to 5o more than 5o

N o.
units

(looo Rs)
No.
units

(looo Rs)
N o.
units

(looo Rs)

Pumps 1 4oo 1 1,1 oo 2 2,4oo

A gricu lt, implements 3 3,o5o 4 1 4 , 0 0 0 - -

Electric motors - - 3 5,5oo 1 5,ooo

Diesel engines 1 5oo - - -

Total 5 3,95o 8 2o,6oo 3 7,4oo

The above figures quote a total investmen requirement (fixed assets and working capital) 
of roughly 32 m illio n  Rs for 16 units (31 %  of total units interviewed). On account of the 
low profit margins these funds are not very lik e ly  to be raised w ithin the companies, but 
may come rather from outside, either by bringing in new equity or by raking up loans. 
In view of the entrepreneurs1 reluctance to fu lly  reveal their finansia l position it  is  not 
possible to determine whether they ha/e enough funds at their disposal for further in 
vestments.

3 .5 .5  Cost-to-Sales Structure

Due to the lack of relevant profit and loss statements the respective cost break-down is not 
very detailed but restricted to main cost categories as input of raw materials, labour cost, 
depreciation and overheads. Since depreciation has rarely been taken into aonsideration 
by the small entrepreneurs it  had to be estimated.

The cost structure shows a pattern that changes from one company to another, depending 
on its s ize , production programme, horizontal or vertical integration, etc. Furthermore,
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the cost structure, i .e .  in particular depreciation and eventually labour costs, are in fluen
ced by the rate of capacity u t iliza tio n (especially as far as depreciation is concerned and 
also with respect to labour costs.

The cost structure of the individual units is aggregated by unit s ize  (employment ranges) for 
the product lines in question in figure 3 . 4 . According to this figure a ll product lines have 
a high intensity of material consumption, in the f irs t  place electric motors, followed by 
agricultural implements, diesel engines and pumps. The labour-costs are ranqing in  between 
lo  and 25 %  and depreciation in between 3 and 7 %  of the total costs. The highest p rofit mar
gins are registered in the agricultural Implements and pumps sector.

Figure 3 .4 :  Cost Structure by Product Line and Range of Employment
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3 .5 .6  Pro fitab ility

As in the case of the cost structure, p rofitab ility  rates are averages, related to certain in 
vestment ranges. In this context it  is of great importance at which basis the related invest
ment w ill be determined in view of the formerly mentioned high value of land and buildings; 
it  appears indicated to relate p rofitab ility  to the investment sum representing the enter
prise's actually realizable value.

Table 3 .2 8 : P ro fita b ility  According to Product Lines and Range of Investment (%)

Product line
<1 than 

Rs 2oo,ooo
Rs 2oo,ooo- 
Rs 75o,ooo

Rs 75o,ooo -  
Rs 1,5oo,ooo

Rs 1,5oo,ooo- 
Rs 3 , 000,000

>  than 
Rs 3 mi I I .

Pumps . v 
1 (total 5o) 116 3o 25 2 8
2 (total 53) 123 3o 25 2 9

A gricu lt, implements
1 (total 29) 37 36 24 2o -
2 (total 32) 37 44 25 23

Electric motors
1 (total 19) 37 - - 1 o 9
2 (total 23) 5o - “ 1 o 1 0

Diesel engines
1 18 - - - -
2 2o - -

1) 1 = profits/total investment 
2 = profits/equity

As to the above table, no total is given for diesel engines, because there is only one profit making 
factory enclosed; another one was left out for lack of detailed information. Besides the one 
profit making un it, 2 quote losses and 2 other ones break even. S im ila rly , in the line of 
agricultural implements, 3 units are making losses and are not included in the above table; 
a ll these units are situated in N W FP.

From the above table profits decline relative to the companies' scope of investment.
W hile the small companies' outfit with machinery and equipment is very
poor ,,the owners are actively working in these units; as their incomes are not registered as
wages but as profits, the latter are increased accordingly. Th is is particularly true
for the pumps sector where 4 very small companies having neither land nor buildings, only
pay nominal rents and thu* achieve high p ro fitab ility  rates. If  these companies were left out,
the total figure for pumps would come down to 17 %  for both total investment and equity,
this relarionship would be much more in line with that of the other product lines.



3.5.7 Overall Entrepreneurial Attitude Towards Financial Management-

A ll  but- one of the entrepreneurs interviewed have a bank account w ith one of the commercial 
banks in Pakistan, but 31 out of 53 units reported to have never approached the ir bank for a 
loan. In th is context it  w il l  be interesting to examine the units' attitude towards banks ac
cording to their s ize  as shown in table 3 .2 9 .

Table 3 .2 9 : Loon Requests by U n it S ize  and Product Line

Product line

K. 2o employ 2o -  4o employ. 41 -  6o employ. >  61 employ.

yei no yes no yrn no yes no

abs. % abs. % abs. % abs. % obi. % obs. % abs. % obs. %

Pumps 2 13 9 56 2 13 6 1 6 1 6 - -

Agricult, implements 3 16 9 47 3 16 2 11 2 to - - - - - -

E lse  trie moron 1 11 3 33 1 11 1 11 2 23 1 I I - - - -

C esel engines 1 17 2 33 1 17 2 33

Total 7 14 23 46 7 14 6 12 5 to 1 2 1 2 - -

According to the table, the smaller the units,the less are the ir applications for loans, o 
statement which may allow a generalization with respect to the entrepreneurs' financial 
management; i .e .  the smaller the companies, the less financial management can be ex
pected. Bigger companies, though beginning to include financial management in the ir busi
ness administration, are s t i l l  far from having a sophisticated financial management. Th is  is 
without doubt mainly due to the fact that the basis of financial management, a well deve
loped accounting system, does not e x ist.

3 .5 .8  Main Problem Areas

From the foregoing statements the main problem areas in the fie ld  of investment and finan
cing may be summarized as follows:

-  Most of the units v isited are undercapitalized. Q uite a number of them are in need of up
grading their equipment but cannot do so for lack of fund;. Furthermore, the small units 
are unable to cover the ir working capital demand which hampers the ir a c tiv itie s as they 
are confined to day-to-day transactions.

-  Any further development implies the assistance from the banking sector. Th is  applies 
not only to the financing of investments but even more to that of working capital.

-  The cooperation between the banking system and the small scale industry is  hardly
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developed. Reasons herefore ore high interest rates and handling charges, administrative 
obstacles and the demand for excessive securities.

In relation to the achievable sales prices raw materials are very expensive on account 
of customs duties.



- 57 -

4 . Evaluation of Main Problem Areas/ A na lysis of Interdependencies and O vera ll 
Development Prospects

4 .1  Ranking and Struc tve  of Problem Areas

O f the main problem areas: supplies, production, manpower, marketing and finance, those 
which were found to be most problematic over the average of a ll firm s were mainly finance, 
marketing and manpower (figure 4 .1 ) ,  whereby considerable differences were found to e x ist 
between the investigated product lin e s. Figure 4 .2  summarizes the structure of each problem 
area for each of the product lin e s.

4 .2  Potential Growth

As to the product lines examined in the present study development prospects are differing. 
Whereas those of agricultural implements may in fact be considered as favourable in the light 
of the agricultural sector's advancing modernization and mechanization and the existing gap 
between this sector's power requirements and the present level of power input, this does not 
apply to the diesel engine line . On the contrary, the demand for low speed diesel engines is 
lik e ly  to furthermore decrease. Th is  tendency may be explained with ihe steadily changing 
demand pattern as a consequence of the mentioned structural changes. Advancing electrification 
of the country and the need for mobile, light weight, cheap and efficient power sources w il l ,  
in the consultant's opinion, sooner or later put an end to the production of this type of diesel 
engine. N or are the prospects for most of the manufacturers of pumps and electric motors con
sidered promising. On account of their poor technical standard these companies are not lik e ly  
to cope with the ir competitors. It  is a well-known fact that in developing economies promction- 
nai prospects are to be considered favourable for practically any product lin e . In fact, Pakis
tan's F ifth  Five Year Plan for manufacturing value added aims at a lo  %  annual growth, 12 %  
for large scale industries, 7 %  for the others. Furthermore, the Plan assigns f irs t  p rio rity  to the 
creation of manufacturing units for the production of basic industrial and ag-icultural inputs, 
i .  e. agricultural machinery. Light engineering is expected to have particularly good pro
spects

4 .3  Specific Constraints and Requirements 

4 .3 -1  Technology

The specific problems of the product lines have been dealt w ith in chapter 3 .1 .8 .  In the 
following these problems w ill be summarized end possible interdependencies shown.

A mein characteristic and most important technological constraint is the fact that the small 
industries manufacture their machines practically entire ly by means of multi-purpose machi- 
nery . l here is thus no specialization, neither in the manufacturing process nor in the use of 
machinery. T h is ,  of course, impairs the product quality as in the case of using inadeauate 
tools, dies, jig s , etc. As there is no standardization, the interchangeability of ports is 
not secured.

I)  cf. U N ID O : Country Industrial Development Profile  of Pakistan,Febr. 198c P .5 ,6 ,4 8 ,5 2 .
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Figure 4 .1 : Main Problem Areas by Functions
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Figure 4 .2 : Structure of Main Problems
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A second problem area is  the lacking knowledge and/or understanding of important 
technological processes such as the heat treatment and foundry technology. As a re su lt, 
the methods apnlied are inadequate, production is  ineffic ient and the product qua lity low. 
S im ilc i problems arise from the application of outdated technology as, for example, in 
the case of diesel engines. In the absence of research work there is no development either 
in this sector, or in others. Th is  drawback could partly be offset by copying more advanced 
products. However, since the applied production processes are inadequate, the copied 
products Turn out to be inaccurate and less effic ient than the orig ina ls.

In addition, the small scale industry does not adhere suffic iently  to quality standards and 
specifications. There is  no specialized machinery for control and test'.ig and the general 
attitude towards quality control is  h ighly unsatisfactory.

4 .3 .2  Plant, Machinery, Production

The most crucial problem in th is respect is  the machinery employed by the small scale industry. 
The fact that part of the machinery installed is  very old is of less importance than the inade
quacy of the machines used. As already mentioned, multi-purpose machines are very w idely 
used in a ll production processes for lack of process specific designed machinery. W h ile  multi
-  purpose machinery is  adequate for units engaged in repair works where it  even allows a 
certain f le x ib il it y ,  i t  is  not for overall production in which most of the units are actually 
engaged. Used in overcll production, multi-purpose machines are overburdened and soon 
worn out, a ll the more as lit t le  care is taken with respect to the maintenance of the ma
chinery. Furthermore, due to financial constraints and lacking knowledge, too, poor machi
nery is  bought from minor local machine tool producers. In this context it  should again be 
stressed that it  is not necessarily the age that makes machinery obsolete and unsuitable for 
precision work and mass production but rather factors as the above mentioned.

In addition, the small units use too few sophisticated machine tools. Th is  applies in particular to
-  m illin g  mcchines
-  horizontal and cylindrical grinding machines
-  other machinery for surface treatment
-  horizontal and vertical boring machines in the machining sections
-  foundry machinery in the foundry sections.

The work thot should be performed on these machines is  presently done on the prevailing simple 
machinery like  lathe and shaping machines or just by hand as in the case of the foundries.
The inadequate equipment w ith machinery is not only due to a lack of funds but to the fact 
that such machinery is not sufficiently availab le  and tnat suitoole production processes 
are unknown.

As clready mentionea cbove a ll these deficiencies are of negative influence on the product 
quality and production process effic iency. The latter is  also impaired by the lack of proper 
plant lay-outs which do not meet the requirements ;f a smooth production flow . Both low 
quality and efficiency ere badly hampering the sm. I scale industry’s competitiveness and 
w ill do so o il the mere as the users’ quality consciousness w ill increase. A ctua lly these pro
ducts se ll hardly abroad and in fact they do not stand the comparison witn the imported 
goods.
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4 .3 .3  Raw M aterials and Components

The most important problem is  that the units have neither the equipment nor the technologi
cal knowledge for testing raw materials according to the required specifications. As a con
sequence, unsuitable materials are used. Th is  applies in particular to the foundry section.
Due to the heavy use of scrap for castings, the composition of each charge is more or less 
different causing different product qualitites and quite often d ifficu ltie s in machining. More
over, unsuitable materials for more sophisticated parts like  shafts, electric windings, cores 
of electric motors, leveller blades etc. influence negatively the life  expectancy of the pro
ducts.

Besides the technical disadvantages, the price for raw materials which is  quite high on account 
of heavy import duties is another one. In addition the small units are not as closely related 
to the importers or even foreign suppliers as the bigger units and due to their s ize  cannot 
make use of quantity rebates or bonuses.

4 .3 .4  Labour and Manager ent

Problems in connection with labour ere numerous. The scarcity of sk ille d  labour together 
with the mentioned high fluctuation have a very bad influence on the small manufacturing 
units' effic iency. Moreover, the educational shert-comings are to be considered serious.

Trained on-the-job, the workers doubtlessly develop remarkable s k i l ls  but they lack know
ledge of industrial mass production and the theoretical background for the understanding 
of mere complicated production processes. Together with the mentioned inadequate machi
nery these deficiencies result in  a low labour productivity. Despite the low wage levels 
labour costs are high in relation to the output.

In the small units there is  no proper management. In many cases the company owner is a 
fermer foreman of a medium or large size  company. Thus managerial a b ilit ie s are not abun
dant. Even in large small scale units adequate management is rare. >he entrepreneurs 
are often only technically oriented and neglect the administrative sine of the business. 
Accounts are kept but only to comply with tax regulations. Hardly any attempt is  made to 
use accounting, especially cost accounting, foi decisionmaking. S im ila rly , active mar
keting is rare and administrative regulations are so lit t le  known that many small entre
preneurs are not even aware of possible governmental incentives. A ll th is is the result of 
deficient education and training.

4 -3 -5  Financing

The lack of funds is the most serious constraint in the fie ld of financing but also the use of 
the same. Outworn machinery is not replaced; multi-purpose machines are bought instead of 
sophisticated machinery, cheap machinery is preferred and there is hardly any investment on 
modernization and expansion. Whereas enough funds are available to keep the installations
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running, the lack of working capital is  serious, especially in the smaller units that are thus 
reduced to simple cash transactions on a job-order basis and without any development possi
b ilit ie s .

Unfortunately, these prdblems can only rarely be solved by taking recourse to the banking 
system. The mentioned administrative deficiencies, lack of securities and a widespread d is
like  towards loan arrangements on the one hand and the banks' reluctance to embark on the 
cumbersome and time-consuming procedure of small credit schemes on the other, have so 
far prevented any fru itfu l cooperation between the small scale industry and the banking 
sector.

The above analysis of the problems faced by small scale industry shows that a ll problems 
are closely connected. The solution to any one of these w ill thus imply an overall approach.
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5 . Recommendations

5.1 General Recommendations

5 .1 .1  Technology

According to the consultant, the upgrading of technology is one of the most pressing problems
in small scale industry. In the following possible steps to improve the situation are listed,
though without going into details of the institutional and organizational aspects:

-  Tra in ing courses should be provided for a ll kinds of metal working like  turning, f ittin g , 
welding, casting, moulding, e tc ., as a f irs t  step to improve the standard of technical 
knowledge. In order to overcome the lethargy on the workers' side and the entrepreneurs' 
reluctance in view of training costs and labour fluctuation, both should be offered finan
cial incentives. Furthermore, to make the trained workers stay with their company, their 
subsidies should be repayable in case they leave w ithin a certe:n period. The same plus a 
penalty should apply to employers who give notice to their trainees. Such training courses 
should be understood as short term crash courses. They could take place in training centres, 
public enterprises w ith respective fa c ilit ie s or university insitutes.

-  Apart from the training courses it  is  thought necessary to set up institutions for introducing 
and developing specific processes which were found to be Inadequately performed, i.e .  
foundry techniques together with pattern making, moulding and heat treatment. These 
technologies need defin ite ly improvement, at least as far as the casting of impellers and 
volute casings for water pumps are concerned. Therefore, it  is recommended to set up an 
institute for foundry technology, possibly in the form of a service centre attached to an 
industrial estate. Such a centre could also serve as a nucleus for formal training In this 
fie ld . As far as the existing foundry institute MAS in Lahore can be made available 
to the small industries in t'ii< respect it  should focus on these purposes,

-  S im ila rly , tools and dies shops should be set up. As tools and dies are absolute prerequi
sites for standardized mass production the lack of such fa c ilit ie s is considered serious.
In view of the small units1 lack of trained manpower and their im possib ility to afford the 
set up of own tool and dies departments, such centralized shops also should be considered 
in connection with service centres attached to industrial estates.

-  O f major importance is the introduction of quality control and standards to improve the 
reputation of Pakistani products. The standards should be worked out by a government 
authority and made obligatory. Producers and products meeting the quality standards 
should be marked accordingly with a badge or the lik e . The adherence to the standards 
should be controlled.

-  As testing fa c ilit ie s are expensive and cannot be afforded by a ll companies, the centrali
zation of such fa c ilit ie s could be considered. However, every manufacturer should be 
provided with a minimum of testing equipment as^n the long run, only those w ill survive 
who invest in this fie ld as w e ll.

-  Industrial development w ill not be ensured by the copying of imported products. Th is  con



only be a f irs t  step; own research work and design w ill be indispensable. As most units 
are too small to make efforts in this direction, o superordinate authority should be 
charged with such tasks and also test the finished products. However, such institutions 
are not or not permanently required for a ll product line s. Research and Development 
are mostly needed in the field of agricultural implements and their institutionalization 
should be confined to this sector.

-  In a ll four product lines the transfer of technology from more advanced countries should 
be encouraged. The f irs t  step in this direction can be to buy prototypes of machinery, 
testing and adjusting them to local conditions. Th is  should be followed by licence agree
ments with foreign companies.

-  Sub-contracting should be encouraged. At present, there is a distinct, reluctance v is -à - 
v is such labour d iv ision, every unit preferring to manufacture a ll parts itse lf. A 
prerequisite for successful sub-contracting, whereby more specialization and,as a conse
quence,higher product quality could be achieved, is an increase in quality standards and 
re lia b ility  on the side of the small manufacturers. Sub-contracting cannot be enforced but 
is  a process which should develop within the economy. As it  w il l have to be initiated by 
larger and medium size  units, those should be encouraged to look for suitable partners, 
especially in case of new government projects, for instance in the automobile and tractor 
sector. W ith  materials provided by the vendor, prior training and rig id  quality con
t r o l  sub-contracting should be possible. In connection with licence agreements men
tioned above international sub-contracting could also be considered.

5 .1 .2  Plant, Machinery, Production

The level of technology depending on the plant layout and its machinery,

-  the small units need assistance in industrial engineering in order to

- -  plan their plant lay-out in accordance with the flow of production and other specific 
conditions,

— choose proper machinery

— introduce the use of tools and dies, jig s and fixtu res.

As no entrepreneur can be forced to introduce new production methods, the granting of 
loans should, whenever possible, be coupled with the modernization of the p lant.For this 
purpose the lending institutions must have staff who are fam iliar with a ll pertinent 
questions or be able to make use of such employees of other institutions',

-  maintenance schedules and training courses in machinery maintenance should be worked 
out. The larger machine tools' manufacturers should be invited to render their experienced 
servicesj

-  at least in more complex processes, each production step should be controlled end the 
production flow be set up accordingly; enough store room should be available for inte r
mediate stocking ;
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-  working conditions have to be improved, such as lighting,particularly needed for preci
sion work;

-  assembly line techniques should be introduced wherever possible and replace the fitt in g  of 
each individual piece separately as a jobbing operating. Sub-contracting could help toqet 
the production figures needed tc apply such techniques e ffic iently . A prerequisite would

gain be the a b ility  to produce w ithin specified tolerances;

-  machinery which does not ensure production with the required accuracy should be replaced. 
Tax and credit fa c ilit ie s should encourage such measures. Tax fac ilit ie s could consist of 
rebates and accelerated depreciations.

5 .1 .3  Raw Materials

As regards raw materials, the following recommendations refer f irs t  to the technical aspect
and then to the cost side.

-  Testing equipment for raw materials and components is urgently required. Every unit 
should have such equipment; in the case of product testing adequate equipment could be 
provided centrally.

-  Tra in ing courses in basic metallurgy are needed as w e ll, especially in the fie ld of foundry.

-  The a va ila b ility  of specified raw materials should be increased and the prevailing time- 
consuming and complicated import licensing should be sim plified. In this context, it  may 
be considered to establish purchasing cooperatives in the various product lines which 
should be entitled to import licences. Thereby larger quantities could be ordered and 
better conditions be achieved. As there is a strong concentration of units of one and
the same trade, the set-up of such cooperatives should pose no problem .

-  The heavy burden of custom-duties on raw materials, which are even higher than on 
machinery imports, should be thoroughly examined and, if  possible, be reduced. As long 
as the local producers' competitiveness with imports is impaired by high custom-duties 
the aim of import substitution cannot be pursued.

5 .1 .4  Manpower, Management, Organization

Manpower, whether in the form of labour or management, is the most crucial component in 
the improvement of the small units' situation. According to the consultant, particular efforts 
should be made with a view to improving the quality of manpower.

-  The above mentioned training courses may be a short-term solution. In the long run, how
ever, it  should be seriously considered to replace the hitherto practiced on-the-'ob tra i
ning, which can only confer limited a b ilitie s and knowledge by regular apprenticeship
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in the main technical trades. I.i this case the apprentice would be trained in the theoreti
cal and technical fields of his trade for a certain period, say three years, and then pass 
an examination. Together with further practical experience gained after the apprenticeship, 
such training would produce the foremen needed urgently, provided they are free of white- 
collar mentality. The expected results ju stify  such investment in human capital.

-  The workers' performance should be encouraged by adequate incentives. Thereby negli
gence, absenteeism and the like  could be favourably influenced, relations between la
bour and management improved, and labour fluctuation be reduced. Properly designed 
social welfare systemswould work in the same direction.

-  The small scale industry management needs training as w e ll. Sure ly, it  is  not the latest 
management methods those managers/owners are in want of, but they should be made 
understood the advantages of basic factory management and the necessity of simple and 
efficient administrative procedures.The institutions in charge w ill have to set up appro
priate curriculae. In order to reach the potential trainees, manufacturer associations 
should be set up to which a ll managers/owners would have to belong.

-  Steps have to be taken to introduce meaningful bookkeeping, not to comply with tax 
regulations but as an entrepreneurial tool for company management. Though small units 
do not need extremely specified accounting, they should adhere to its basic principles, 
in particular the comparatively larger enterprises. For this purpose, manufacturers 
associations could organize training courses.

5 .1 .5  Marketing

At present, the product lines under review produce almos. exclusively for the local market.
The following recommendations, therefore, refer p rim arily to this market:

-  The manager*^owners need also training in marketing. The presently prevailing attitude 
of waiting for customers should be replaced by a more agressive marketing approach. As 
regards agricultural implements for exemple it  should be tried to set up a countrywide 
distribution system, expecially in rural areas, using agents and dealers.

-  The use of agricultural implements should be promoted by large scale demonstrations to 
the farmers, who can only be convinced of the usefulness of a new implement once they 
have seen it  in operation. Such demonstrations could also be arrangea by governmental 
institutions concerned with agriculture.

-  S im ila rly , repair and maintenance fa c ilit ie s should be set up and the after-sales services 
be generally improved. The actually numerous small repair shops are not suffic iently 
specialized and have no spare part stocks. According to past experience spare parts are 
always d ifficu lt to get so that quite often urgently needed equipment cannot be used. 
Such repair and maintenance fa c ilit ie s could be set up in cooperation with dealers and 
agents.
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-  The customers' needs should be identified by marketing research. So far, the entrepreneurs 
have a strong tendency to stick to their product line and do not look particularly for d i
versification. As regards agricultural implements mainly threshers and cultivators are 
produced. But there are many more products which could be helpful to the farmers, as
for example different sorts of ploughs, disc harrows, sub so ile rs, rotavators, sow ing-, 
fe rt il iz e r-  and spraying equipment, etc.

-  Most of the units under review are too small for own export efforts. should therefore be 
considered to set up a special institution for the promotion of t!.e s> :l scale industry’s 
exports, preferably in cooperation with the mentioned manufacturers associations. Be
fore aiming at export promotion, however, most of the products require a decisive improve 
ment in  qua lity.

5 .1 .6  Financing

Most recommendations require capital investment, especially those concerned with technolo
gy and plant equipment. Financing is  thus an essential component of small scale industry's 
development.

-  Special credit schemes should be developed for financing both fixed assets and working 
capital. The banks concerned should make the procedures as simple as possible and the 
whole credit scheme should be tailored to small scale industry needs. It is ,  however, 
not recommended to grant credits or loans to any applicant but only to those who appear 
promising and w illin g  to cooperate. The latter should be granted suffic ient loan amounts 
and simultaneously be assisted in the solution of the ir other problems. That means that
a whole package of measures should be engaged to make the loan a success.

Th is  implies a thorough analysis of the applying unit and proposals for the improvement of its 
situation. Assistance is as much needed in choosing suitable machinery as in planning 
marketing campaigns or in encouraging managers/owners to attend training courses. For 
the small industria lists a mere bank-customer relationship is not enough; they need ur
gently advice in the u tiliza tio n  of their loans. Whether this task should be taken over by 
the banks is another question. Such assistance could also be rendered by specially 
assigned institutions who would also arrange for the loans. Another possib ility  would be 
to set up a special working group at the disposal of the lending institu tions. Such assis
tance is lik e ly  to render better results than the present procedure, whereby too small 
leans are granted to numerous recipients unable to ensure a promising follow-up.

-  The conditions for the loans should be as soft as possible, riot only as regards interest rates 
and fees but also with respect to collaterals. Direct and lasting contacts to the entrepre
neurs as suggested above and their confidence in the advice they are offered provide a 
better and cheaper security than mortgages etc.

-  Streamlining of lending procedures is also badly needed. Too much red tape w ill make 
srr ' I I  entrepreneurs reluctant to apply for loans.
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5 .2  Specific Recommendations

5 .2 .1  Recommendations by Product Line

W ith emphasis on foundry technology in the fie ld of pumps and on e lectric ity in that of 
electric motors, the above recommendations can be considered suffic ient for these sectors.
Th is  is different for diesel engines and agricultural implements. As already mentioned, diesel 
engines are expected to disappear from the market because of the changing demand. Th is 
industry should already now be advised as to an adaption to the expected changes. In this 
context it  might be encouraged to embark on the production of light weight high speed diesel 
engines which w ill be increasingly used in agriculture for many purposes. To begin w ith , a 
particularly promising company could be selected and given assistance, possibly in connection 
with a foreign partner. Th is  company would then serve as a nucleus and other companies may 
be expected to also take i j the production of this kind of engine to embark on sub-contract
ing. The latter could be t , e ideal mean to make other producers fam iliar w ith the new pro
duct and its technology.The production of small tractors (below 35 HP) should also be con
sidered as i t  would contribute to the mechanization in a g ricu ltu re .^  Special importance has to 
be given to the design of the mentioned high speed light weight diesel engines. In order 
to develop this upcoming industry the assignment of an experienced foreign engineer should 
be envisaged.

As regards agricultural implements, in view of the increasing demand and the necessity to 
promote mechanization in agriculture it  is imperative to give every possible assistance to 
this production line also in the small scale sector.

5 .2 .2  Recommendations According to Regions

As shown in the foregoing chapters, small scale industry is centralized in Punjab. From the 
view point of balanced regional growth, there is thus no special need to put emphasize on 
Punjab. As regards Sind, small scale light engineering is not very abundant, and in 
Baluchistan it  is  more or less non existent. In NVVFP there is an old tradition of producing 
agricultural implements, mostly hand tools and animal drawn implements, and lately also 
threshers and cultivators. However, the output does by no means meet the requirements of 
this region with its vast and expanding agricultural sector, and most of the agricultural im
plements are from Punjab.

For several reasons it  is  fe lt that a more expanded small scale industry should be set up in 
this region. F irs t of a ll,  because the different regions' growth rates should be more keeping 
in line . Secondly, because by promoting the existing small industry a new growth pole could 
be created, which, th ird ly , would provide employment and contribute to the needed me
chanization in NVVFP agriculture which is lagging considerably behind that in Punjab. As 
agriculture plays a mcjor role in NVVFP the small industry which already serves this sector's 
needs should be decisively promoted.

W hile  the light engineering sector in Punjab is  comparatively well developed, NW FP needs 
particular promotion in this fie ld . There are only 3 major units, a ll others are small workshops

1) See Khan, U . :  Machinery Requirements and indigenous Production in Pakistan. 
Rawalpindi 1978. Unpublished.
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producing simple implements by means of simple methods; the workers, however, are highly 
sk ille d .

In the light of this economic set-up, i .e .  the need for agricultural implements and the pro
motion of the small un its, i t  is recommended to establish a combined service-cum-production 
centre in NW FP cased on three line s, i .e .

-  production of suitable agricultural implements like  cultivators, threshers and seed d r ills
-  common fa c ility  services
-  repair service for agricultural implements

concerned with the needs of the local small scale industry and to be located either in 
Peshawar or Mardan 1 ).

Th is centre would not only serve the needs of the local industry with respect to training 
and common fa c ilit ie s; by integrating the local small units into the centre's planned 
a ctiv itie s, the entrepreneurs would also become acquainted with production methods that 
promote the output of urgently needed agricultural implements.

Besides these measures the set up of a repair center nay be envisaged later. Later on the 
centre could concentrate on designing and adapting new products. The centre could even 
enlarge its  radius by employing mobile service units and thus promote not only the agri
culture based small scale industry, but the global agricultural sector. W h ile  ot this stage 
it  is  not possible to make a detailed proposal for such a service centre in N W FP, the 
following table 5.1 outlines at least its possible promotional effects.

1) cf. S t i lz ,  D. : Fe a sib ility  Study Light Engineering and Metal Centre in the North-W est 
Frontier Province. Unpublished G TZ , Eschborn 1979
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Table 5 .1 : Promotional Effects of a Service Centre Based in NWFP

Function Common deficiencies 
in small scale industry

Promotional
p ossib ilities

Fa c ilit ie s needed 
in service centre

Planning Planning process

Layout of plant 
Organization of 
production

Advice

Advice plus demon
stration in service 
centre

Workshop plus pro
duction fa c ilit ie s

Product mix 

R + D

Advice, sub-con
tracting 
Designing

Production fa c ilit ie s, 
designing wing, ma
nufacture of proto
types

Production Obsolete machinery Financial aid Credit programme

Improper machinery Advice, demonstra
tion

Workshop

Lack of special 
machinery

Common fa c ilit ie s Common fa c ilit ie s

Maintenance- T  raining Tra ining course

Q ua lity  control Testing equipment Tra ining course, 
common fa c ilit ie s

Technology Advanced training, 
advice

Courses, common fa
c ilit ie s , tools and dies, 
jig s, fixtures

Personnel Q ualification Tra in ing of appren
tices

Workshop for training 
apprentices, production

!
Administration Management

techniques
Tra in ing , advice Courses

Cost accounting Demonstration,
training

Courses, production

Marketing Advice, taking over 
by service centre

Production

Financing Financial aid Credi t programme
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5 .2 .3  Conclusions

W ith the objective to upgrade and promote the Pakistani small scale light engineering in 
dustry four selected sectors have been analysed, short-comings been described and on their 
basis relevant recommendations been made. For the more developed regions, especially 
Punjab, with its concentration of light engineering at a remarkable level of technology, the 
suggested measures aim at strengthening this industry's competitiveness in the local markets 
and, in the long run, in export markets as w e ll. As it  is  impossible to reach the vast number 
of units, the most promising ones should be selected and concentrated on.

A different approach is recommended for N W FP. In the light of this region's vast agricultural 
resources and poorly developed small industry it  is  recommended to set up a service-cum- 
production centre in the field of agricultural implements as a nucleus for its further industrial 
and agricultural development.

F in a lly itsh o u ld  be pointed out that the effectiveness of the measures proposed w ill depend on 
whether the Government w ill favour small scale industry promotion in particular, and private 
enterprises in general. There w ill be no private investment without public encouragement.
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6 . Sub-Sector Profiles

As port of the results of the study, typical sub-sector profiles have been prepared in order to 
fac ilita te in stitu tio na l, financial and technical support. The profiles contain the following 
c rite ria :

production programme 

technology and production fa c ilit ie s 

raw materials

manpower and management 

-  investment 

cost structure 

financial ratios.

The actual situation of each product line or type of industry (labour intensive, mechanized, 
export oriented) has been drawn up. It reflects the target group units' specific pattern with 
respect to structure and ranges of the above c rite ria .

Based on the experience and know-how of the sector, a profile for a typical new company 
has been elaborated. T f is  profile contains the estimated structural data and ratios for a model 
u n it, w ith sub-sector sp îc if ic

technology and machiner)’

personnel outfit

investment and cost-structure.

The financial ratios represent estimates and may fluctuate in both directions.

A detailed proposal for such a "p ilo t  u n it" w i l l  require a thorough analysis w ithin the frame
work of a comprehensive fe o sib ilitv  study.
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SU33ECTCR: LIGHT ENGINEERING CATEGORY: PUMPS + RUMP COMPONENTS ACTUAL SITUATION

2

4

PRODUCTION PROGRAMME:
r — Tyoe of Product: Annual Average Cutout: | on %  Caoccity

Vo:or P-ocucrs: C n f r s :  • Л *  • u n i t

Centrifuaal pumps 2,^oo 5oo 78

!
Piston pumps
Special pumps (submersible, multi»

5oo : 6oo 2o

i stage etc.) 5o l,5oo 2

TEC HNO LO G Y AND PRODUCTION FA C ILITIES :
Process common iv  cooliec: ( V .g ijr Vsacninery/EcuipmVnf: ~ ~  I importée I 'oca:

Pattern making Lame machines i
Casting C rilling machines l
Machining Shaping machines | ca. So
Assembling Electric welding sets 1 local
Testing Bench grinders !
Finishing Foundry equipment f

1

lend ond Sutlcings: 
Bui'dings: Velue / и т .  
Lane: Vaiue / scm.

'in .: Г £ П  m ax, 5 Д  average: П З З  j Building Area./ Emoloyeemin
min.:

■-* I* J u s u  « ■_ * ~ * ,
8oo 1 max.: jl .5qq 1 average: [ 1,2aoi j n in .:  C U  max.: Г"бо'~| Overoge:f 2o '

RAW MATERIALS: (averageconsumofion oer unit)
”yee: 1 Q uantity: Pt'ce/On't: I m o c r t e d / 'c c c i : Imcorf Dufies: ] Q ua lify :

Pig iron j 18o / tom 
Mild steel shafts 48/ tom 
Brass 1 2 / tons 
Ball bearings j io,ooo / pieces 
Coke j 4o / tom

4,000 | ; 
7,5oo | 1 
28,ooo ' i 
2o-12o ; i/l 
3,2oo | i

up to 12a fa | law >o r I meaium
j

.MANPOWER AND MANAGEMENT:

mox.: overaae: Entrepreneurial Background of Soonsor/Cwner:
Management: ; 
5 raff: !

29 5 Low to medium technical background

Sk ille d  Worxets: Г  4 2э 11
Sem i-Sx iilea  Workers: ! 6o 7 External Technical Cooperation necessary?
Unskiilec  Workers: i

1 ~ S !o9 /

5 M A R K ET DE V A N S  A N D  M A R K ET IN G :

Г Varxer Po'enrlai one Development J'oscecrs: ! Markef inq Спеллер 'Onk’nq
i Domestic: Exscm- Domestic: Exccr'1

- ioo orcer !

! loo ‘ / 
' i _____ i

-  whole scier
-  encuss'

’ N VEST.Vc N T : I

! r ’xecA ise*;: R :. looc ! n ■ ■ , • 1 Tax . : overaae: .Vqrk’nq Coai*ai Rs. ’ ссз |

| '.arc: ! 2oo ; 6,000 1,275 r . . . .  , .  . !

| 5u:!e:nes: i !5э 1,000 43 o T> n "  i, ■ -, |
1 .Vacnirer// Ecu'om «"'; ! ¿5 1, loo 35o max.: ! 7{ 7zc |

MisceHareuL.'.: i average | ¿5o i
1 'O ’ A . :  ! 275 | 3, :oo 2 ,1 / f

min , : 3 "*cx. : э cve'ace : з Remarc: |
j Raw M ate ra  : i.J 1 -з l
| Man0Ow-f'; ’ o с з id i

Deorecicr on < ’nrsrev : 15 A

0 f " « rs : ; i 3 i
0--*" »• '  j ' ■' i

5 - N A N C .A L  R A " C i :  R :. ' -..v; - - , . : ove-cç'i-
* -rro v e t i 'no,о , Î-: ' I  j >-
^urnover Me с “ : г *  rv ana CS.J ¿ . f

| .v.scninerv о-c ;auism enr /' Em о cvee 3 23 14.4
1 "o ’C. nves'menr / Em о ove-
| 3! Bu i^ in a  > r e :

: : '¿ 4 .5 /С .0

!: ¿0 .*1 1 4 .
j г , * г з  A s ie ’ ; - 2 : z : ,z ' ! _ - ’ 1 D ;

\ 3-ofif / 'n v e s""e v 3,0 : 2.3 o .3 1 f
i | -oers /  *C'~ СзЭ'С' 3 3 .3 3,3-1 i

i
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3U3SHCTOR: LIGHT ENGINEERING PUMPS + PUMP c o m p o n e n t ; NEW MPANY

?ROPUC~:ON PROGRAMME

Ty je  or ?roc.ycrs: Annual Average C utout: on a/o Csoac’ ry
Mcior Procters: Units: l i . .

Centrifugal pumps 3,ooo I,5oo,ooo
Piston pumps 1,000 1,000,000

2 ,5oo,ooo

TEC HNO LO G Y ANC PPO O UC 'ICN : AC:l : "E 5 :
P-acess commomv ooo.lec: V.cior Mucninery/Eauioment: imoorrec oca

Pattern making in  addition to already existing equipment
Casting Testing equipment X

Machining M illin g  machines X

Assembling Cylindrical grinders X

Testing Boloncing moebines X

Finishing Special lathe machines X

Foundry equipment (sand mixer, core blowing X

moulding machines) X

Lend one Bui .aincs: 

Buildings: Value / ¡c m .  
Lord: Va.„e /  sqm.

average: (J^oooJ

average: 1 Bool

Build ing A re a /  Employee 

average: GL3.1
RAW M A TERIA LS :

“voe: Quantity: ° r :ce/wnit: imoorrea/locet: Imoar* Duties: Guai 'tv:

Pig iron 18o / tons 4,ooo 1
M ild steel shafts 48 / tons 7,óoo 1
Brass 2 /  tons 28,ooo 1 up to )2o % 'ow to
Ball bearings lo,ooo /  pieces 2o-!2o ;/ i medium
Coke 4o / fora 3,2oo i

M A N PO W ER  A N D  M A N A G EM E N T

Mcnacemer
T ra rr- "
¿k i ¡ .ea Workers:
Semi-3<¡iiec Workers:
¿rux!; lec Wervers:
TO’Â :

Entrepreneurial äacxcrounc of Soonsor/G w ner

External Technical Cooperation necessary?

MARKE"’ DEMAND AND MAR<E“ 'N  G:

Vcrxe* 3c»enrici ana Deveioomer* 3'csoecrs: Veneering C- c^-e-s ’r-n < :rc. •
-ernes* c: Ix s c " : -c -e s : z: oxsort:

loo ’a Whole salers
Reta* le "

' NVES’vE"
Fixec Asse*s: Rs. iooc1 OverccD:
Lene: 5oc
Bu ie  i.-.gs; 4oc
Me c i 1 r, e ry / Ec j  Amen- : Ccc
»Miscellanee. .̂.
*C *A .: lL co

Worvrnc Ccoirc: Rs, : acci

average:

C C S* S7RUC- u’. = : averne-?:
Raw Mcrer ’a : /‘o
Vcnaowe": io
D e srie la re * - nrere:*: | 1

-
-

= ,\ A .\ C 'A . RAT’CS: Rs . ' oc: O-.-'ircrs-
“-r*Cver / E -c  o ce
“ -mover V e c-.re -/ ana Ecy-A'-e**

“otCi nvesrmer* , EmCfCyee
c ,  3 -i OÍ-1:  owr.se

d ¿

: L í :  As;á’: ■ -ar<>g Caci*o
Proti' / -ves — - " t Z . ' S

- o o - s /  "a*a. Loo -c

Remecí:
Basea on aDOve soles figures

Based on aoove manoower ora 
Investmerr acures
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5U3SECTCR: LIGHT ENGINEERING CATEGORY: AG-CJLTURAL IMPLEMENTS ACTUAL SITUATION

PRODUCTION PROGRAMME:
f T y c e  o f  P r o d u c ts : f Annual Average Ou’out: 1 on %  Coocc!ry

/NAofor P r o c u c t s :  ! U n i t s :  1 R s . : p e r  jn i t: 1

( Cultivators 2 00 J,5oo LO
Threshers ; loo j ! 8 , o o o 35
Cone crushers 3 a o  ! 2,75o 5

j Trolleys lo 15,9oo 5
Rear ono front blades 4oO ; 1 , 0 0 0 15

1 Phugns one her r o w s _______________________________■■ 3o 1 3 . 0 0 0 5

T EC HNC LG G Y  AND PRC O L'C 'C N  F A C ir 'S S :
[ Process common;v  cooilea: t M c i o r  Vacninery/Esuiomenr: i : m o o r te c  ! o c a 1

[
j Cutting o f  p r o f i 1 « 5  I 
j Machining

Lathe machines 
D rilling  machines

!
i

|
i

| Sub-assembly 1 Shooing machines ! C O . 3 c ? 3

i Painting 1 Electric weiaing sets f local
j Final assembly j
1 l

Bench grinders 
Foundry quipmenf

i i

Land and 3u: dir.gs: 

3ui!cings: Va'ue /sa m . 
Lond:______ Vciue / sqm.

min.: 
min

m n  max.: [77253 average: 1 ó£5 ! [ 3ullaing Area/Emoioyee

I 333 1 mcx.: ; 1,323 average: ¡ 630  | j min.: n n  max.: Í qvercgc:( *2o

RAW M A TER IA LS : 'averaae consumotion oer uni^

Tyoe: ! Quantify: ! P'iceAjn'it: ’moor»ed/'occf: ’moort Cutíes: Q u a 'n t y :

M ile  steel shafts j lo , tons ! 7,5oo
Boll Bearing i 2, loo , pieces ; 2o-i2o ¡/ i
Profiles 5o / tons ! 7,5oo i low to
MS sheers j 35 /  tons j 7,5oo i jp  to *2o % medium
Costings | 12/ tons 1 7,5oo i
Belts, chains i . . .  i I

MANPOWER AND M ANAGEMENT:
r

Management:
Srcfr:
Sk ii :ed V/orxe:s:
Semi-ÍKÜiea Workers:
Unsxiilec  Workers:
TO TA L:

42

45

Entrepreneurial Sackgrounc of Soonscr/Cwner:

Low *o medium technical oackground 
Administrative know-now rarely existing

External Technical Cooperation necessary?

Yes

M A R K :"  D EM A N D  A N D  .M ARKETING :

1 Marker °ctenriai and Seve'oomenr Prosoects: ■ Marketfnc Crcrne*s 'c rx 'ra ;  •
i -.omestic: exsor*: Domesrlc: 1 Ex car*:

j
( loo N
! i. - . ..

Joe order by enduser 
_______________________________

; v / £ S - v ¿ \ '-
= I*ec Assets: Rs. : ccc TC/.i ave-ooe: W c rx 'rg Cacl'c: Rs. loee, !

Laro: i io See 4 ic m ir -
iw !.sings: ¡ do 3-5 310
v'.ccn.'nery/ Eo jlo re - .r: i ¿o ¿Le 275 max.: f ',37.s j

Miscellaneous: i overage ----------- ~ ----------j
TC~A | ’4o Í

A * A - 7° 5

—/ C C ÍT  S T ^ C ^ S i :  . max. -5 svercae z,o Remare-
i
1 Raw Mater'a.: ¡ 5c 37

Mancc<ver: 4 Zi 'i4

Cecrec'dr o'’ - -nteres" ■ 2 2
O n e ".' : 2

1 : : 23 3 Í

1 3 
1 w r lN A N C 'A L  R A T 'C S : Rs . ' oC3 . : average- Remcrxs:

1 *urnover - : t 3 JCJ ;
"■jmover / Mcc^nerv era E a u: or- e - ’ ‘ , 3 2c ‘ 3
m.cc*'ire 'y  a-.d ccuicmenr : t s  over o.e 3/ .0 1 '
Toro i .nvesrmenr / L-no'Cv*;':

i i c; i u i 'öino owreo 2a ,e 126.0 6e.7
¡ o 3u: ei."s 'e --fec 22 .5 - r , 22.5 I

1 cixed Assess -'or<<rc Ceo/'c c,. 1 0 .3 3.3
1
1 P 'o r i f/  !n ve st-e -' - ’ c.c 3 3.3 '.3.3 1

.oa rs /  r o*s Leo *a Jo . r ; . 3 ¡
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3L3SECTQR- LIGHT ENGINEERING CATEGORY: AGRICULTURAL IMPLEMENTS NE1// COMPANY

P R C C L iC O N  PROGRAMME'
’ yae of 3racucrs: Annual Average Ou.*out: on =/o Oooccitv
iVcior Praaucrs: Ln its: Rs.: --

Threshers 12o 2 , ! 60, 00a 5o
Cultivators 75o 2 . 6 2 5 , o q o 5o

4 ,7 3 5 ,oco

TE C H N O LO G Y  A N D  P R O D LO T IO N  = A C .  * S S
process commontv aconec: M cior Vccninerv/Eouiomenr: t moor»ec ■ oca.

Cutting of profiles 2 Lathe machines X

Machining 2 Drilloresses X

Sub-assemoly 6 Welding sets X

Painting l Pedestal grinders X

Final assembly i Heavy duty grinders X

1 Hacksaw X

I Sheet metal forming machine 
[shearing and bending) X

] Arbor press X
Vises, handtoils, compressor, spray
gun etc. X

Lana end Bu?:d>ncs: Lend: 1.000 rrm
BuLcings: Velue /  sam, 
Lena: Value ./ sam.

Bu ild ing: 5oo m*  
average: | Ce5 }

average: □E3
Bunding A re c /  Employee 

average: I 2s 1

RAW MATERIALS:

~yoe: N« uantifv: 0rIceA-nif: "moorred/'oeol: !moor* Curies: O 0 <

MS shafts 4c / tons 7,5oo 1
Ball bearings 2o,ooo /  pieces 2o - 12o Î /
Profiles 23o / tons 7 ,5oo 1 /

goodMS sheets 60 / tons 7,5oo 1 /
Castings 
Belts, chains

2o /  tons 7,5oo 1

M A N PO W ER  A N D  M A N A G EM E N T:

averace:
Management: 1
Src ff: 6
Ski 1 ieo Worvers: 36
Sem i-S<üiec Warners: 2

ijf lsx i : !ec Worxers: 3
TO *A L : _____________ ¿2_____________

Enfreoreneurici Background of iocnsor/Cwner:

External Tecnnlcal Cooperation necessary?

Yes

M A R K S*  D EM A N D  A N D  V A R .K E 'IN G :

M c r* < e ' P a t e n t a :  a - 'c  C e v e ’o o m e n t  P r c s r e c r s : V c 'K t 'i 'c  £ r a n - e i s  ' " 3 n < > c '  :

^ c m e s ' . c : Z X Z Î "  : i x a c r * :

!oo ~i
'

E n c u s e r

n v SSC V EN T
* ’xso Asse's: Ps. : oco oven:-:.;: Y/arvipg Caoi'oi 'R s . 'occ
„s 'c : 6Ï0
Eu.'.c.nçi;
Vccnine 'v/ic 'j- 'zm er*: 400 average:
Mîsceiianeo-s: 4o
- C 'A . : i , A-a

/ c c s *  s t r l c t l r E:
cverace: Pe rrc rc :

Paw vc te H a .: “ a
Based on above scies riaurcs.Vanaawer: ; a

Cearec-'ctfon / nteresr: E
Omets: 2

. .

- N A N C A .  LA * ;C S : Rs. 'coo R e -o -c :
V r r îv e :  / :  ~3.o -

Bcsea an aoove fT,anccw»r ana 
investment rigum:

1

Turnover /  Mccnme”'v one Eaui'a'“ '?'-’ . ;  -
Y c c n ire rv  c r :  /  Emo a/ec c. !
*otC; .rve sr.T-n r / £'-'oioyee

3 iui'C-na jw re  : I
Z ’ îu i'O '^c  *e'**,;c i E ? . -

F ix e : Asse-s ■ -'-cr<.r*o Cac'-a. [
|
i

z‘ z - . * / m ves*-? * • ; a . !5
.o o rs  /  "oro Coo' '0 i 0 . ■



SUSSECTOR: LIGHT ENGINEERING CATEGORY: ELECTRIC MOTORS ACTUAL SITUATION

PR O D U C TIO N  PRO GRAM M E:

•'oe of P'ocucts: Anr.uoi Averoge C ^tou': ! on 33 Caoocrv
Mo'or Prccucts: RsV unit

Slow speed single and three phase motors 
o f about o .5  to 2 HP 4,5oo

TE C H N O LO G Y  a n d  PRO D U C TIO N  f a c i l i t i e s
Г “ Process commonly cociiec: | Vct’or Vachinery/Eaulament: 'moor*ec ■ 0C3'

Pattern moking j Lathe machines
Costing j Shooing .machines X
Machining i M illin g  machines X
Punching j Power presses X
Winding ' Notching presses X
Assembling | D rillin g  machines X
Testing |
Finishing i

1

L . . .
Land ond 3uüaíngs: 

Buildings: Value /sq m . 
Lend: V o iu e / sc  m.

mm
min

I 7 Ì5  [ max.: fTT2 3 < j average: Пз8о~1 ! Building Area/Em ployee  

in . ;  I 4o3 1 max.: [ 75tj average: [' 55o ï j m in. • • C D  max. ; C D  average^  25 j

RAW M A TERIA LS : Coverage consumption per unir) -------------------j -
imoortcd/ipcoi: i 'moort Duties:Q uantity: Price A jn if:

Pig iron 
M S shafts 
Bail bearing 
Coke
Cooperwire
Aluminium -Pieerria she«*

loo / tons 
3 / tons

18,000 / plecas 
25 /  tons j 
25 /  tons ! 
12 /  tons ■ - 144 .• inni 1

4,ooo 
7,5oо 

2o-12o 
3,2oo  

32,ooo 
,ooo

¡/I up to 12o ;ó

J Í*зш _

low to 
meaium

M A N PO W ER  A N D  .M AN A G EM EN T:

max. : ave-ace:
Management: i .

-*—  "  ——  ■ i. { 1orert: 1 3 4

¿k i.le d  Workers: j ? 25 19
S e m i-Sk i'Ie d  W orve's: ;

18J n sx iiie c  »workers: j

_________________ 1 3 51 _ J |

Entrepreneurial Background of Soonsor/Ownerr

Low to medium technical background 
Administrative know-how rarely existing

External Technical Coooerction necessary?

Yes

M A R < £ T DEM A N D  A N D  M A RK ETIN G :

Marke* pQfentlsi ana Ceveiocnenr Droscec*s: Morkennc Channels ' гзгк' гc
Dorrei:'

ioo 3a
- Dealers
- tnausers
-  Wbpie scle.-t

ó Í INVESTv£i4i r
r  Ixea Asse*:: Rs. i ¿co

4oo
iG:roi;

M acninerz/ccuiorrer *•
Misceiianocj

5c-

I , C j C

Working Cooifci 'Rs. ;occ'

У0
mqx.: 5cc
ove*oge j Sc о

C O S T S ' S ' . C ' - Ñ :  r
m;n . max. ' 3 averne« * 3

Rcw VG’ e'ic : 72 c2 -  c

Manoo<ve': , о 'c 1 1
DecreciO'An / ínteres*: ; 3 2
'w-r-e's: /

4 0

? '.A N C  A L V  • C : :  Ñ .  Ñco “ f т е х . : averc-e:
„г-о ' ' z *** c. * /en C : о 2 : -3

"ur^over iVc c - i ' ç .'v anc ccuior*«-* j .o : i -  _ ;
V cc-ine-/ c^c ¿ c .' c renr /  : - c  cve*.* ó 2c .2 < 2 P
’ c'a. .nvesfTenr / zmc.oves -- -- I i 1.9 —7 -j

g , 3 u. 'Cina > 'о : ;
31 I j : ein- '-n * :0 1 ’4 .2 * 2 ;

r'.xto R ise 's  • ''o "<>g  'Des ‘C ’ - c 0 . “

s -cf:* ' nves'^e-* 3 , : . Í 0,12 0 . ^
-cc-s ' ~cfc- Cac -c 0

Remare:



S L 3 S E LIGHT ENGINEERING ELECTRIC MOTORS N?iV COMPANY

-  / b  -

CATEGORY:

R R C C L C T 'C n  ’ RC G RAM .v E:

*yee at .^reevers: A n n u a  Avercge Cutout: on 3 o  Csoccitv

M cior P'ccucts: L-nirs: % S . :

Electric  motors 6 , 0 0 0 4,ooo,oco

TE C H N O LO G Y  ANC ^ C O J C 'IC N  = A C IL !” =5:
J'acess commemv acoi.ec; V  c 0  r  V ,  c C n  1 n  e •" v/  ;  a  u  i 0  j n  e n  r : imoc^ec cca

Pottem making
Casting
Machining
Punching
Vending
Assembling
Testing
Finishing

in addition to already existing macninery 
M illin g  machines
Horizonta l- and cylindrical grinding machines 
3oring machines 'horizontal and vertical) 
Testing equipment 
Balancing machines
Foundry equipment (aluminium casting; 
Hydraulic presses

X

X

X

X

X

X

X

Lsnc ana äuilalngs:
3uilaincs: V o i j e  /sc m . avercge: T H Building Arta/ employee

Lane: Value ,/sam. avercge: average: m

3 ñaw  m a t e r ia l s :

~voe: Quanr:»v* 3r :ce/_nir: Imaomec/'occ' : > 3 0 r* Cut’es: C -a  >v:
Pic iron 
MS snofts 
Ball bearing 
Coke
Cooper wire 
Aluminium 
Electric steel sheets

loo / tons 
3 / tons

13,000 / pieces 
25 / tons 
25 / tons 
12 / tons 

144 / tons

4,ooo
7,5oo
2o-12o
3,2oo

82.000 
3ó,3oo
12.000

1
v i

Í
up to 12o % lOW tQ

medium

4 MANPOWER ANO MANAGEMENT;

Enfreoreneurfcl 3ccxgrouna cr Soonjor/Owner:

External Technical Cocoeration necessary?

VAP.<E~ 2zVA\2 A\0 MA3<ET iNG*

,Vor<e’ Parent*c and 3eve:aemenr 3rcscec’s: v-r<e*ina Cr a -“*? i  'ra r< ’rc ' •
-»ornes: : c : cxsc'r; Semes* c: exact*:

loo /
Wholesale's 
Pe* ¡e-s /

ave root.
,Management:

7
Starc:
Sk i iled Workers: 25
Sem i-Skilled  Worxers:

5
Cnp<!i.«c V/orvers:
T C ' A L : T-

0 N7ES'v£N-;
r :xes A ise’s: Rs. lo s s ' avere ce-

.cnc: 3ao
c:ncs:

vacr.inery/ :c - ’smenv ¿c;
Míscei ionec.

_________________ í i - 2 ___________

- -  oc.
ave'C-"::

Raw More " 's  : --
Men cower: ’a
Cearec:öt:en / r»ere:*: 1
C*“e's:
a--/-.. ■

í  v,4 7 , 7 4  :>s. ’ : ;o

"’-r-cve* / E “*s.O'x-.-e !
“ „move* V a c "i',erv an.a : c j ;ame'' :
v .Q C '.'ev one E su la re -*  • í t .z z .̂-: 5
'era, nves:-en' , f - o  ov?-;

2 . uui. Z mZ Ownec

W ^ rx lra  Caaifc‘ Ps. i aca';

avene ce:

Remarks:

Sesea on aDove sates figures

Oasea on above maroower ur.c 
investment ‘igures

. ;c ”
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lno prcoo«*?| for New Co'noony, since no 
*urure oroscec** :or *h\ srodue* [*.--

SUBSECTOR: LIGHT ENGINEERING CATEGORY: DIESEL ENGINES ACTUAL SITUATION

0  M A 3 .K ir  C S M A N D  A N D  M A R K E T I N G : __________________________________________________________________________________________________________________

^  .M q r<ef P o r e n r fo i  ana ^ c v c 'o o m e n r  ? r a s s e c f s: [ ~  M a r k e t in g  C '- c n n e is  r o r < > c  •

r  ^omesric. I___________ :xsor«:________________ ■_________________ Corresfic:__________ !__________ z x o c " :

i i s /  1 ij lo°  3 ' / ! ¡oo order by enauser !
I j 'decreasing sofenr'ai' i 1

6 I 1NVHS ", v£ N *
! r : x e a  A s s e rs : 9 s , ' z e e  P "* 0 x .: 3 v e  '■one * Y V o rx in a  C a o i f d i 9 j .  *0C 3

! L S r = : ■2 o ?  * v * —
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BASIC DATA AND RATIOS

of

U N IT S  IN TER V IEW ED



LEGEND FOR BASIC DATA AND RATIOS

1) Sales figures 1979
(estimates of yearly sales volume)

2) 1 = Wholesaler
2 = Commission agent
3 = Retailers
4  -  Job order
5 = direct sales to  end user
6 = Exporters

3) g = good 
f  = fa ir  
b = bad

4) T T D  
U TD  
A T I  
U T I

Trad itiona l Technology Developing Countries ' 
Upgraded Technology Developing Countries 
Adapted Technology Industria lized Countries 
Unchanged Technology Industria lized Countries

5) S ta ff =  administrative and management personnel

6) %  of total raw material (in terms of value)

7) Turnover/value o f machinery and equipment

8) Value of machinery and equipment/employees

9) Cost-to-sa les ratio (%)
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1. Introduction and Method of Approach

I .  1 Introduction

The sports goods industry in Pakistan is  a traditional industry, established around 19oo and 
concentrated in and around S ia lko t. The city is  situated about 12o km north of Lahore in the 
province of Punjab. The population of the d istrict is  approximately 2 .7  m illio n  with appro
ximately 24o,ooo concentrated in S ia lko t. The production of surgical instruments and cutle
ry is  another source of income in the area. Both of these industries are export oriented.
Other significant industries are not established in S ia lko t, thus the prosperity of the people 
is  dependent on the export market.

Early in the development of the industry, sports goods of high quality for professional use 
were produced. The main customer at th is time was the B rit ish  Army on the subcontinent.
Soon the industry established an international reputation of quality goods, and the export 
of sports goods flourished. The maximum production amounting to R$. 44 m illio n  (appr. US $ 
lo  m illio n) was reached in 1947. After partition of India in 1948, many units ran into pro
duction d ifficu ltie s due to migration of labour and management.

The basic raw material supplies from Kashmir were cut off due to the portioning. The export of 
sports goods fe ll to Rs. 1 m illion  (US $ 2oo.ooe).
The industry could not recover for several years. Financial and technical assistance to Pakistan 
Small Industry was extended in 1963 by IDA and in 1967 by German Technical A id . The sports 
goods industry benefitted from the aid programme. At S ia lkot with the assistance of expatrial 
experts a S . l . Estate and a Service Center for the sports goods industry were established in 1963. 
By 1968 approx. 45o factories with 27oo employees were in operation. The exports of sports 
goods from Pakistan increased from US $ 2 .4  m illio n  in 1963 to US $ 4 m illio n  in 1967. Due 
to continuous growth of the industry and product diversification, export figures reached in 
1975 US $ 2o .5  m illio n . After 1975 the export of sports goods declined in volume and stag
nated in value.

In order to reactivate small industries, the Government of Pakistan has asked IDA for assistance 
for S . l .  in generaland to5 selected subsectors in  particular. One of the subsectors to be assisted is 
the sports goods industry. World Bank requested U N ID O  to execute a study for 5 selected sub
sectors. Investment Advisory Center of Pakistan (IACP) was assigned by U N ID O  in 1978 to 
carry out the S . l .  subsector study phase I ,

In August 198o U N ID O  entrusted GOPA with the execution of the S . l .  subsector study phase
I I .  for the following 5 selected subsectors:

Sports goods

-  Surgical instruments

- Light engineering 

Leather 

Textile.
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1.2  Method of Approach

The fie ld  work in Pakistan was carried out by a GOPA survey team from August 29th,198o 
until October 26th, 198o. The GOPA team was assisted in Pakistan by the World Bank Resi
dent Representative, the U N ID O  Senior Industrial Development Fie ld  Adviser, Investment 
Advisory Center of Pakistan and the Small Industries Corporations of the respective provin
ces. Punjab Small Industries Corporation assisted in carrying out the survey of the sports goods 
industry. The project officer Sports Goods Industries Service Center S ia lko t, on expert in  the 
fie ld  of sports goods industry was assigned to the task Together with the GOPA expert 52 sports 
goods manufacturers were visited and interviewed . Questionnaires were completed.
A ll factories evaluated are w ith in the target group of small industries ( i.e .  Rs. 3 m illio n  fixed 
assets without land). The selection was done at random without prejudice to the group or status 
of owner. Some of the factories were, besides production, engaged in trade. Expenditure and 
income derived from trade have been excluded from the data given below. The information, 
received from factory owners and the ir staffs, which for the most part was subjective and in 
complete, has been aggregated, reviewed and completed in accordance to the interviewers' 
observations. Available data (e.g. Survey Report Sports Goods Industry, PSIC I979-198o etc.) 
were carefully studied and used only in conformity with personal findings or when other sources 
of information were not available. Out of the 52 questionnaires f ille d  out only 43 could be 
used. The remaining 9 questionnaires were ommited because either v ita l information concerning 
the enterprise under study was missing, or the data give^by design or mistake.was misleading.

Further information about sports goods industries was derived from discussions held in  Pakistan 
with bankers, exporters, government o ffic ia ls, the managing director of the Sports Goods 
Manufacturers Co-operative Society, the president and secretary of the Sports Goods Manu
facturer and Exporter's Association and the president of the Export Promotion Bureau.

In Germany and United Kingdom importers and wholesale dealers of sports goods were interviewed. 
Test institutions of sports goods were also contacted.

In order to give th is report a clear and complete as possible picture of the sports goods industry 
in Pakistan, a ll information has been c ritic a lly  reviewed, counterchecked, aggregated and 
interpreted according to the best knowledge of the author.
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2 . Structure, Significance and Development of Potential Sub-Sectors 

2 . ] S ize  of Sub-Sector

The sub-sector consists of 432 1) sports goods manufacturers, concentrated in and around 
the city of S ia lkot. A ll companies operate independently from one another. W ith the ex
ception of 3 units, a ll are belonging to the target group defined by the S I .ordinance of Punjab 
which allows fixed assets without land not exceeding Rs. 3 m illio n . A household unit is  de
fined with a total investment below Rs. 5o ooo. W ith in  the small industries estate, 15 sports 
goods manufacturers have established their business. A ll other companies are scattered through
out the c ity , the suburbs and the bordering v illages. Household factories are included in the 
total number of 432 units. The three larger companies that exceed the SS I lim it , besides pro
duction, are mainly engaged into trade and export, some of which goes to their own stores 
in USA and Europe.

The total production value of the industry in 1979-8 o  is  estimated to be Rs. 246 m illion  
(US S 2 4 .6  m illion) out of which Rs. 222 m illio n  or 9o %  is  exported. Export figures are 
listed by the custom authorities. Exact production figures are not available. The aggrega
ted production figures of the evaluated companies are higher than the listed export figures. 
However, it  has to be taken into consideration that some of the companies are working exclu
sive ly  for the local market and these figures are only estimated with 1o %  from export.

The total fixed assets of the industry are aggregated to be Rs 19o.5 m illio n .

The total labour force, dependent on the sports goods industry in S ia lko t, is estimated to be 
approximately 75oo people.

The main sources of income and employment for the people of Sia lkot derives from the sports 
goods- and surgical instrument industries. Thus the performance of these industries in the export 
markets directly affects the income cf the people as well as the economic and social structure 
of the area.

2 .2  Characterization of Units Interviewed

2 .2 .1  Number of Un its and Regional Distribution

5 2 sports goods manufacturers were interviewed and questionnaires fille d  out. 43 questionnnaires 
v/ere completed. It is anticipated that these questionnaires give a true picture of the affairs of the 
industry. The data below is derived from the evaluation of these 43 questionnaires.

The entire sports goods Industry in Pakistan is situated in the province of Punjab in S ia lko t d istric t. 
The locational distribution of the units evaluated is as follows:

1 PSIC: Survey Repcif Sports Goods Industries, 1979-I93c, 
Ai ! prices f . o . b.
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Small Industries Estate = 5 factories = 12 %
Sia lkot C ity = 3o factories = 7o %
Suburbs and bordering villages = 8 factories = 18 %
Total 43 factories = lo o % .

According to size  of individual units, the sports goods industry can be divided into 4 major 
categories:

No.(appr.) % Employees (appr.)

a) Factories above the level of SI 3 o .5 54o

b) Factories w ithin the definition of 
S I with export outlet and partly 
acting as wholesale dealer

28 6 .5 2576

c) Factories w ithin the definition of 
S I ,  producing only, 
no export or trade

28o 65.o 391 o

d) Household units 121 28.o 6o5

TO TA L: 432 loo.o %  7641 .

A ll four categories play an important role in the social-economic setting of the Sia lkot d istric t.

Group a) is outside the target group. There are only 3 factories ^  of this size  in operation. 
Although one of these factories has been visited and the owner interviewed, the data is  not 
included in the survey. The data is  used only for aggregation of production and employment 
figures.

Group b) consists of approx. 28 factories, with the major part of the enterprises engaged in 
production and trade. A ll are in export business. From group b) 14 units were interviewed 
and the data included into the study.

Group c) represents the bulk of the sports goods manufacturers. It is estimated that approx.
65 %  or 28o factories from the total sector belong to this group. 2o factories have been evalu
ated.

The household units of group d), according to the definition of the Government of Punjab, re
present about 28 %  or 121 factories of the sub-sector. 9 factories are included in the survey.

2.2 .2  Classification

In ^he sports goods industry two basic product groups are distinguishea:

- I Sports goods manufacturer using wood as basic raw material

- ¡1 Sports goods manufacturer using leather as basic raw material.

1) PSIC: Survey on Sports Goods Industry 1979 - 198o.
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Product group i includes manufacturers of items such as:

-  Tenn is-, Squash- and Badminton Rackets

-  Hockey Sticks

-  Cricket bats

and sim ila r products.

Wood based sports goods amount to approx. 2o %  of total export. 14 companies of the product 
group were evaluated.

Product group I I  includes manufacturers of items like :

-  A ll types of leather balls

-  Boxing and skiing  gloves

-  Protective sports ware

-  Saddles and re ins.

The leather based sports goods amount to 80 %  of total export. 26 companies from th is group 
v/ere evaluated.

3 companies with a diversified product range, producing both wood and leather sports goods 
were also evaluated

Table 1 shows the employment range of the evaluated companies stric t ly  classified in product 
groups.

Product Group I Wood

The 14 evaluated companies have an employment of 369; the average employment per company 
is 26. The ratio of workers to staff members is 9 : From the employees 45 %  are skilled workers 
and 44 %  semi- or unskilled workers. 66 %  of the total factory workers are on a contractual 
basis.

Product Group II Leather

From the leather working sports goods industry 26 companies with 1199 employees were evaluated 
The average employment per company is 45 people. This is higher than in the timber working 
group. For each 2o workers one staff member is employed. 4c %  skilled workers and 54 %  

semi- or unskilled workers are engaged in production. The participation of contract workers 
is 78 % ,  a very high figure.

Product Group III Wood and Leather

From ‘his group only 3 factories with 16o employees were interviewed. On the average 53 
people find employment per company . For every 5 workers one staff member is employed.



Table 1: EMPLOYMENT ACCORDING TO PRODUCT GROUP

N o . of factories Employment 07

Contract Wot - 
ker on Total 
Employment

Averoye N o .

Total 3 -  lo 11 -  2o 21 -  5o 51 -  lo o lo l Tota l N o .
07
/O

S k ille d
%

Semi *f U n s k i l .
%

Sta ff

of W orker* 
per Factory

P uxk ic t Croup 1: 14 4 4 4 2 - 369 45 44 n 66 26

Product Croup I I :  
LeuHlCI

26 6 9 3 5 3 1 ,1 9 9 4o 54 5 70 45

Product Group I I I :  
W j^ . l T  Leutlio r

3 - - 2 1 - 16o 39 42 18 61 53

Evaluated 
) UCtOnOS 1 Ohll

43 lo 13 9 8 3 1 ,7 2 8 41 51 8 74 4o

i
0
1



M u 9 . EMPLOYMENT ACCORDING  TO BUSINESS ACTIVITIES OF ENTERPRISES

N D. ot factories Employment
Contiact W o r
ker on Total 
Employment

Aveiage N o .
Eiupl-.-yeo:» Toi*i l 3 - lo I l  - 2o 21 - 5o 51 - 1 OO > o l

Tota l N o .
% O/✓O 0770

of W o ike rs 
per Foctoiy

N o . o •
70 N o . % N o . O'

70 N o . % N o . % N o . %
S k ille d Semi + U n sk i 1. S lo ff

C' « Ì  ) Group 1:
Munufac tu ie is, 
W holesale dealers, 
t> p o rte li

14 loo “ - “ 3 21 8 57 3 21 1,291 41 52 7 74 92

O iü i'p  2: 
Munnfcîv tur er a 
Wood

12 I oo 4 33 4 33 4 33 - - - - 217 36 51 13 6V 18

Group 3: 
Mumifactur ers 17 ÌOO 6 35 9 53 2 12 _ _ 22o 4o 51 9 75 13
Leather

lotcil 41 1 oo 1o 23 13 3o 9 21 8 18 3 7 1 ,728 41 51 8 74 4o

)) Im  Je o« t K i l i t s  me nut included ìn  the table.

I

I
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W ith in  this group 39 %  were sk ille d  and 42 %  semi- or unskilled workers. 61 %  of total 
labour force in the product group work on contract.

O f the 432 sports goods manufacturers in S ia lkot, 28 companies produce 4o -  5o %  of the 
total production. Most of these companies are engaged in trade and a ll are exporters. In 
order to give a clearer picture of the sports goods industry, a more realistic  classification 
is  made in Table 2 . The evaluated companies are classified into 3 groups:

1. Companies with thèir own export^iutlet, acting sometimes as wholesale dealers;

2 . Companies engaged into production only, using mainly wood as a raw material;

3 . Companies engaged into production only, using mainly leather as a raw material. 

Group 1, Manufacturers, Wholesale Dealers and Exporters

Th is  group represents 5 -  8 %  of the total sports goods manufacturers in S ia lko t. It is the most 
important group producing 4o -  5o %  of the entire sports goods exported. 14 companies of 
th is group with a total labour force of 1291 were evaluated. 3 companies use wood and 9 
companies use leather as basic raw material. 2 sports goods companies use both, 
wood and leather. No factory has less than 21 employees. 3 companies have a labour force 
between 21 and 5o. 8 companies employ between 51 and loo,and 3 enterprises have more than 
lo l  employees. The average labour force per factory is 92 . For every 14 workers one staff member 
is  employed. Of the total labourers 41 %  are sk ille d  and 52 %  are semi- or unskilled. 75 %  of 
the employees work on contract basis. A ll companies are w ithin the definition of S . l . .

Group 2, Manufacturers using mainly wood as a raw material

Th is group represents 2o -  25 %  of the sports goods factories in S ia lko t, producing lo  -  15 %  
of the total sports goods. From th is category 12 factories with a total labour force of 217 
were evaluated, out of which 4 factories employ between 3 -  lo ,  4 between 11 -  2o and 
4 between 21 -  5o people.
On the average 18 people are employed per factory. From the total labour force 36 %  are skilled  
and 51 %  semi- or unskilled workers. For each 8 labourers one staff member is employed. 69 %  
of the employees are on contract basis. 3 companies are considered to be household manufacturers.

Group 3, Manufacturers using mainly leather as a raw material

Th is is the biggest group of sports goods manufacturers in S ia lko t. Approx. 65 -  7o %  of 
the total enterprises engaged in sports goods production belong to this category having a market 
share in production of 45 -  5o % . 17 factories with a labour force of 22o from this group were 
evaluated. 5 %  of these factories are considered household manufacturers. 6 factories have a 
labour force between 3 -  lo  people, 9 between 11 -  2o and 2 between 21 and 5o. No factory

Trade activities are not included in the figures
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had more than 5o employees. The average employment per factory is  13 people. 4o %  of the 
workers are sk ille d  and 51 %  are semi- or unskilled. 75 %  of total employed labourers work 
under contract.

As Table 2 indicates 5 -  8 %  of the 432 factories in operation have a market share of 4o to 
5o %  of the entire sports goods production in Pakistan, and on the average employ 92 people 
per individual factory. A ll of these companies are exporters, who have their own marketing 
organizations and some maintain stores in USA or Europe.

The other two groups representing 92 -  95 %  of the operating enterprises participate in 5o -  6o %  
of the sports goods production. For marketing these companies dependon the enterprises of 
group 1 or on other exporting companies. In Sia lkot 632 firms are registered for the export of 
sports goods. How many firms are only license holders and how many are in actual business is 
not known, however these so called exporters bring tough competition into the group of 
manufacturers.

S ize  of Investment

The 43 selected companies represent approx, lo  %  of the subsector. The total investment of these 
companies is Rs.6o.4 m illio n  (see Table 3). Group 1, consisting of 14 companies, invests Rs.
4 8 .5  m illion  or 8o %  of the total investment, the highest amount invested by any one of the 
3 groups. Group 1 is  followed by group 2 represented by 12companieswithaninvestmentofRs.
7 .9  m illion or 13 %  and group 3 with 17 companies had an investment of Rs. 3 .9  m illio n  or 
7 % . Keeping in mind that group 1 represents only 3 -  8 %  of the factories of the sub-sector and 
group 3 represents 65 -  7o % , the investment of group 1 seems enormous. Per individual factory, 
the average investment of group 1 is 5 times more than group 3. The explanation of this is seen 
when the employment figures are compared with the investment. The investment per employee 
in group 1 is  Rs. 37,6oo and in group 2 the investment per employee is  36,ooo,only s lig h tly  
lower. However the investment per labour in group 3 , the leather working industry is  Rs.
18,ooo only half the amount of the other two groups.

A comparison of fixed assets indicates that the leather sports goods manufacturers are the weakest 
group. 59 %  of these companies work in rented premises, where as the factories using wood as 
basic raw material only 5o %  do not own their land and buildings. 8$ %  of the companies with 
the ir own export arrangement (wood and leather combined) are operating on their own property. 
Group 2 has the highest investment in land and buildings with Rs. 18,3oo invested per labourer, 
followed by group 1 with 13,ooo per labourer and group 3 with Rs. 11,ooo per labourer.
Group 1 has spent Rs. 2,7oo per worker for machinery, group 2 Rs. 2,6oo and group 3 Rs. l,7 o o . 
In total the fixed assets of the selected 43 companies amount to Rs. 27 .6  m illion  or 46 %  of 
the total investment. The average fixed assets per factory are:

Group 1 Rs. 1,4 4 6 ,8 o o ,-
Group 2 Rs. 378 ,7o o ,-
Group 3 Rs. 165,6oo,-

PS 1C, Survey Report 79 - 8c, Sports Goods Industry
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IN V E S T M E N T  O F G RO UP A V ER A G E IN V E S T M E N T  PER FA C TO R Y AVF.RAGE IN V E S T M E N T  PER E M P L O Y E E

Í 71 > >Up
Total

Land + 
Bu ild ing

Machinery
F ixe d
Assets

W orking
Capital

Total
Land + 
Bu ild ing

Machinery
Fixe d
Assets

W orking
Capitol

Total Land -t 
Bui Id ing

Machinery Fixed
Assets

W orking 
Copi lu i

1. En ro l tc is:
1 4 F o lla r ies

4ti, 51 o 16 ,793 3 ,4 6 4 ? o ,255 2 8 ,2 5 6 3 ,4 6 5 1 ,199 2 4 7 .4 1 ,4 4 6 .8 2 ,o l8 .3 3 7 .6 1 3 .0 2 .7 15 .7 2 1 .9

2 . Wood:
1 2 Faetones

7 ,9 4 5 3 ,9 7 5 569 4 ,5 4 5 3 ,3 9 9 662 331 4 7 .4 3 7 8 .7 2 8 3 .3 3 6 .6 18 .3 2 .6 2o. 9 15 .7

3 . le ather:
17 Factories

3 ,9 6 8 2 ,45o 36Ó 2 ,8 1 6 1 ,153 233 144 2 1 .5 1 6 5 .6 6 7 .8 1 8 .0 11.1 1 .7 12 .8 5 .2

ToK*l:
43 Fat tories

6 0 , 4 2 3 2 3 ,2 1 8 4 ,3 9 9 2 7 ,6 1 6 3 2 ,8o8 1 ,4o5 539 lo 2 . 3 6 4 2 .2 7 6 2 .9 3 4 .9 1 4 .3 2 .5 1 6 ,0 19 .0

Note:

Group i  - 14 T actories
G loop 2 12 Factories
Group 3 17 Factories

Total 43 Foctoi ies

1,291 Employees -  2
217 Employees -  6
22o Employees -  lo

1 ,728  Employees -  18

companies
i«

operating in  rented premises = 14 %
= 5o %  
-  59 %

companies operating in  rented premises -  42 %

O
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Value
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Per employee the fixed assets of group 1 amount to Rs. 15,7oo, group 2 to Rs. 2o,9oo and 
group 3 to Rs. 12,8oo.

The total working capital of the 43 evaluated factories is  Rs. 32 .8  m illion  or 54 %  of the 
total investment. In total working capital group 1 leads with Rs. 28 .25  m illio n , followed 
by group 2 with Rs. 3 .39  m illion  and group 3 with Rs. 1.15 m illio n .

The average working capital per employee is:

Group 1 Rs. 21,9oo
Group 2 Rs. 15,7oo
Group 3 Rs. 5,2oo.

Due to their active export trade group 1 has the highest demand for working capital.
Group 2 must stock timber because it  can only be bought seasonally, whereas group 3 buys 
raw material to f i l l  each order. Cash is received after completion of order or when delivery 
is  made to the wholesale dealer or exporter.

Output

The total sales in 1979 -  198o of the sports goods industry in Pakistan is estimated below:

Export performance ^  Rs. 222 m illion
Local sales approx, lo  %  Rs. 24 m illion

Rs. 246 m illio n .

Aggregation of production figures from the 43 evaluated companies classified into groups of 
activity result in higher total figures than estimated and shown in custom sta tistics. It is  esti
mated that 9o %  of the total sports goods production is  exported and lo  %  is  locally sold. 
Keeping in mind that some of the factories work seasonally only, the estimated total production 
w ill be near the figures shown above. It is  further assumed that the export figures of sports
goods due to classification problems are lo  to 15 %  higher than shown on the custom table. Using
both of these assumptions, the aggregated production figures w ill be in conformity with the 
figures available and w ill amount to Rs.27o m illio n .

The sales figures of the 43 evaluated companies are given below on table 5:

2 .2 .2 : 1979- 198o SALES OF 43 SELECTED COMPANIES
Table 5:

Group
Totii oOies

'Rs.)
Sole* f’r^vefs 
leather ¿Rs.)

Soles Product* 
Wood 'Rs.)

Avenge 5ale per 
Company { Total Rs. »

1. Exporfffrt 
J4 Foctor;*s

66,433,2!! 54,o72,3?o T2,4lo,o21 4,748,8oo

2. Wood
12 Factories

io ,:i3 ,o 83 1,2o3,116 9,059,9(5' 955,256

3. Lnother 
17 Factories

7,2»7,24l 7,217,24! - 424,543

TOTAL 83, M3,535 62,492,747 2 1 ,) ’o,788

; loo \ 74 % 26 M

1 icurcs r, See:":., Good; /-/‘arufacture •$ and Exporters Association
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As shown on Table 5 the 14 factories of group 1 sell a total of Rs. 66 .4  m illio n , almost 
4 times more than the 29 factories of groups2 and 3 together. The output per individual 
factory is Rs. 4 .7  m illio n , 5 .5  times higher than the average fcctory of group 2 (Rs. o .85 
m illio n) and 11 times higher than the average factory of group 3 .

2 . 2 . 3  Organizational Aspects

O f the 43 factories evaluated only 9 or 21 %  have a legal status as a limited company. The 
remaining 34 enterprises or 79 %  are operated under a sole proprietorship or under a family 
partnership. A ll of the 14 companies of group 1 that are engaged in trade in addition 
to their production line are registered under the Factory Act of Pakistan. O f the 29 companies 
in groups 2 and 3 , a ll of which are manufacturers only, 2 enterpreneurs have their companies 
registered under the Factory Act of Pakistan.

There are three Associations in Sia lkot in operation:

1. Pakistan Sports Goods Manufacturers and Exporters Association

2 . The Sia lkot Association of Trade and Industry

3 . Pakistan Sports Cooperative Industrial Society Ltd.

Almost a ll sports goods manufacturers are registered as members in one or more of the asso
ciations.

The Pakistan Sports Goods and Exporters Association has more than 4oo members. The policy 
of this association is  mainly made by exporters, traders and wholesale dealers. N atura lly  the 
interests of these groups are basically represented by this organization.

The Sia lkot Association of Trade and Industry has more than 4oo members, mostly manufacturers 
from the sports goods- and surgical instruments industries. However, due to internal problems, 
the association seemed to be inactive for the time being.

The Pakistan Sports Co-operative Industrial Society also Has more than 4oo members. The 
activ ities of this cooperative are mainly importing and distributing imported raw materials 
and purchases, processing and distributing local raw materials. The smaller manufacturers greatly 
benefit from this membership due to the ava ilab ility  of a ll types of materials in small quantities 
and at reasonable rates.



- 14 -

3. Technical, Economic and Financial Analyses of Target U n its

3.1 Production and Technology

3 .1 .1  Range of Products, Specifications and Q uality

The sports goods industry in S ia lkot consists of two major production groups:

A . Factories using mainly timber as basic raw material

From this traditional production group 17 factories have been visited and evaluated. The main 
items manufactured are as follows:

-  Tennis Rackets

-  Badminton Rackets

-  Squash Rackets

-  Table Tennis Rackets

-  Hockey Sticks

-  Cricket Bats.

The international specifications for s ize , shape and weight are known to most of the producers. 
However, only a few companies maintain control of specifications and quality. Generally 
standardization is  not maintained due to low mechanization and the fact that a great amount 
of the work in the industry is done by hand. As a rule inspection is  done only by sight. The 
balancing of rackets after different production steps is  very important, but this is  neglected here 
due to the lack of production control and in order to speed output.
For high quality rackets ash and beech wood is commonly used. Both of which are not available 
in Pakistan and must be imported. To avoid import costs,willow wood of low quality is  used 
for rackets produced in Pakistan. O f a ll the evaluated companies only one was using exclusive ly 
imported timber for racket production. Th is company manufactures rackets exclusively for the 
domestic market. Although made by traditional production methods, the standard of products 
is  very high in this case. The material is  carefully selected for each racket, production control 
stric tly  enforced, balancing done in the proper way, and each racket Is tested before leaving 
the factory.

The rackets produced in Pakistan fcr export are of medium to low quality and are mainly for the 
toy market. Th is is reflected in the export figures. Due *o the low quality of Badminton 
Ra- kets, Pakistan has almost completely lost its export market. Tennis- and Squcsh Rackets 
are s t i l l  produced, but export figures of these items have declined proportionally.

The situation with Hockey Sticks is different. The top international players are using almost 
exclusively Pakistan made Hockey Sticks. For the head, Mulberry wood is used. The finest 
quality of this species is grown in Pakistan. The leading manufacturer of Hockey Sticks in 
Pakistan has a joint-venture with an international renowned sports goods manufacturer. In the 
Sialkot factory sDecification- and quality control is enforced. Materiel is selected ior each 
item produced.
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Each hockey stick is vamped with the brand name, in accordance to international specifications 
and quality. Although a certain level of mechanization has been reached, automation has not 
yet been introduced in th is factory. Many of the hockey stick manufacturers in S ia lkot try 
to copy th is leading company with different results, however. Some were able to produce 
hockey sticks of standard specifications but most produced hockey sticks below international 
standards.

Cricketbats are also produced traditionally in S ia lko t. W illo w  is  the basic row material for 
cricket bats. The Pakistan w illow  compared with the English w illow  is  different in grain, struc
ture and specific weight. Therefore a cricket bat produced in Pakistan from local raw material 
is  considered to be substandard. Lately some companies are trying to change size  and specifi
cations of cricket bats in accordance to the local timber requirements. It is  assumed that i f  
th is tria l is  successful, like  hockey sticks, the cricket bats produced in Pakistan w ill reach 
international quality standard. Factory organization and production control in cricket bat 
factories are below requirements, resulting in products that are outside specifications with 
high tolerances. Export figures are therefore low compared with other sports goods.

B. Factories using mainly leather as basic raw material

From th is production group 29 factories have been appraised, out of which 3 factories pro
duced both wood and leather products. The main items manufactured by th is production group 
are:

-  Footballs

-  Handballs

-  Rugbyballs

-  Volleyballs

-  Basketballs

- Cricketbails

- Boxing gloves

-  Sk iing-, Cricket gloves

-  Protective Leather Sports Wear

-  Saddles and Horse Gear.

Like in group A , the international specifications are known to most of the manufacturers. But 
here also the tolerances of the produced items are kept only by a few companies within accepted 
limits and most of these are exporting companies. Most of the produced items are below inter
national specifications.

Leather balls with 59 %  are the biggest single sports goods item exported from Pakistan. The 
quality ranges from good to very bed.
For high quality footballs only butt leather properly tanned, stretched and coated with good finish 
is used. The lining, a mixture of cotton and synthetic is glued with lo*ex or other synthetics on 
the beck of the leather. The panels are cut on a press with dyes. The panels have to be pre
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selected according to thickness, weight and quality .Stitching is  done with high quality threcd 
by hand. If  the ball is round, w ithin specified tolerances in size  and weight, with a good sur
face fin ish  and properly stamped, a price between 5 to 15 US $ can be obtained. Inspite of better 
knowledge, balls below acceptable specifications are produced in Sia lkot mostly by the smaller 
units. The reason is  price pressure from wholesale dealers and exporters. The smaller companies 
use belly and neck leather instead of butt. Second hand cotton cloth is used for lin ing . Th is 
unsuitable lin ing  material is  stuck with starch on the back of the leather. The panels are not 
preselected after cutting, and ones of differing thickness and weight are sewn together with un
suitable thread. The ball is then coated with a surface material that has no resistance to the 
abrasion of normal use. Like the material, the workmanship is  generally poor. A ball produced 
in such a way is  below any acceptable standard and should not even be used as a toy. Th is 
kind of ball has an export price of US$ 2 or less. W ith such a product both producer and consumer 
are cheated. Price calculations revealed that even with cheap, unsuitable material a ball 
cannot be produced in S ia lkot below US 5 2 . As for the consumer the ball w ill disintegrate 
within no time when played w ith.

The survey rfc,/ealed thatonly 3 manufacturers in Sia lkot produce balls from plastic material.
Their consumers are well known international sports goods companies.
A ll materials, including bladders and thread are delivered from abroad.
The panels are delivered cut to size  and stamped with the brand name of the buyer.

O nly the sewing is  done in Pakistan. It is  doubtful, if  these 3 companies can survive the 
price pressure from the international companies who get their balls produced under their 
brand names also, but in other low-cost countries.

Football bladders are produced in Pakistan. These companies have a higher investment and are 
therefore outside the definition of S I.  The quality of these bladders is good and in accordance 
with international standards. However, on request from certain leather ball manufacturers, 
very thin bladders of low quality and cheap prices are produced. These bladders are below cny 
acceptable standard. The quantity of bladders produced in Pakistan is not meeting the demand.
In order to cover the requirement of the industry, bladders are imported from Europe, India 
end Austra lia.

A ll types of sporting gloves produced in Pakistan could be of good quality. However, in order 
to undercut international competitors, low quality leather and poor workmanship are used resul
ting in a further cut of prices by the importer abroad.

Protective leather sports wear, saddles and riding horse gear are produced like all other sports 
goods exported, with a quality of medium to very poor. Since these articles are only a fraction of 
the total sport goods produced no detailed survey of these items wes dene.

The product range of sports goods manufactured and exported from Pakistcn is traditional. It has 
not been changed over the years in item, material and design. The industry was not in the posi
tion ro change to piastic or metal rackets, fiber glass hockey sticks or plastic covered foot
balls. N cr could the product range be diversified by other sports items, such as: 
skis '  skateboaids, home exercise equipment, gym equipment, surfboards or any other sports good 
developed for popular use with recent decades. The industry in Sialkot showed little diversi
fication in its product range.
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3 .1 .2 .  Level of Technology

In general the methods of production are traditional. The level of technology is  low; ma
chines of the latest design are not found in S ia lko t. O n ly in factories of group 1,exporters, 
and the leather working industry can the f irs t  steps of intermediate technology be found. 
Machines of simple design are in use in these areas, in contrast to the wood products industry 
where almost no progress has been made in the last few decades. Th is is  shown in their 
steadily declining export figures.
A description of the methods, technology, and general production processes used in the sports 
goods industry in Pakistan are shown per item below:

3 .1 .2 .1  A ll Types of Rackets mode from Wood

The method of production and technology in use (in  factories visited) is shown in Production 
Flow Chart N o . 1 .

The ply for the frame is cut from logs by a band saw in step 2 . The resulting surface is  uneven 
and the thickness of the plies varies. To obtain high quality p lies, cutting should be done on a 
circular saw or on a multiple rip saw. Th is w il l ,  however result in a high wastage of material.
A more effic ient method would be to use a veneer slic ing  machine. Th is machine cuts the logs 
into a veneer of required thickness. These veneer leaves are then trimmed in width to th ick
nesses of 5 -  6 rackets. Using th is method a high quality ply surface is  achieved and wastage 
is  reduced. Although veneer slic ing machines are not available in S ia lko t, several machines 
are in operation in other d istricts (Peshawar, Rawalpindi, Jhelum). However, the sports goods 
manufacturers are not aware of the technology.

Hearts and overlays are also cut on a band saw. S im ila r to the p lies, these surfaces are rough , 
the forms are not constant and are unsuitable for glueing. The hearts should be cut by a high 
speed router or after band saw cutting shaped on a spindle moulder.

The bending press in step 3, used exclusive ly by the racket producers in S ia lko t, is outdated 
in design and construction. The pressure ccnnot be controlled and is  not equally applied to 
a ll points of the frame. A pneumatic press designed by the sporTs goods service center is  available 
The pressure can be controlled on this press and is  equally applied to a ll points. Th is press is 
considered to be better than the bending presses in use despite the fact that it  Is not tried and must fc 
adapted to production conditions. Th is technical d iffic u lty  together with the higher cost of the 
machine prevents the sports goods industry in Pakistan from implementing its use. The best bending 
press In use in the sports goods industry isa  hydraulic bending press. Th is press is  in operation in 
such countries as England, Taiwan and Japan. W ith th is hydraulic bending press it is possible 
*o press 5 to 6 rackets into one piece and then cut end seperate them. Th is press is , unfortunately, 
not available in the open market. It has to be designed and could be then produced in Pakistan.

Another trouble spot in the technique used by the sports goods industry is in the application 
of the glue. Before pressing, giue is applied with a brush by hand to the plies, in order to 
apply the glue ecuaiiy and to have controlled working conditions, o glue roiier coating ma
chine shoe id be used.
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Production Flow Chart N o. 1

3 .1 .2 .1  Racket Production and Technology Applied

1 . Raw Material Stores 
-  selecting of material

2 . Band Saw
-  cutting of logs, cutting of boards

into plyes, cutting of hearts and overlayes

3 . Bending Press 
*  pressing of frame

4. Thicknessing Machine 
-  thicknessing and calibration of frame

5. Work Bench
-  glueing of overlayes, shaping, ballancing
-  groove making
-  fix ing  of grip

6. Bobbin Sander 
-  sanding and shaping

7, D rillin g  Machine 
-  d rillin g  of holes

8 . Spray Painting U n it
-  lacquering
-  fix ing  of transfers labels

9. Inspection
- finishing, stringing
- packaging



After glueing the frame is dried in the sun for about one day. During this time the pressing 
pattern is  fixed to the frame. From the technical aspect, this method is  acceptable. However, 
a great number of pressing patterreare required for a running production because approx, 
loo costly aluminium patterns per day are taken out of circulation. In order to streamlineproduc 
tion, the frame should be dried in the press or on a conveyer belt after pressing. Total pressing time 
could be reduced to 1 -  5 minutes. Various drying systems are in operation in the timber industr 
around the world. The most suitable system for drying the racket frames should be tested and <
adopted by the sports goods industry in Pakistan.
Thicknessing of the frame is  carried out at step 4 . Th is work is  done in conformity with 
present technology,step 5 is  done by traditional hand work. By employment of simple machine* 
like  belt sanders, routers, shapers, quality could be improved and working time shortened.
The f irs t  step in th is direction is  seen in the use of the bobbin sander in step 6 .

The d rillin g  of holes for stringing the racket is  done in step 7 on a single spindle d rillin g  
machine with the aid of a pattern or by hand after marking. Th is technology is  outdated.
M ulti spindle d rillin g  machines are available in the international market. The use of such 
machines is not only time saving but precise boring and high surface quality of the holes is 
guaranteed. Modern racket production without a multiple d rillin g  machine is  unthinkable.

When high quality lacquers are used, spray painting of rackets in step 8 guarantees a high 
surface quality. However, th is also results in high wastage of expensive lacquer. A more 
effic ient method would be to dip the f irs t  and a ll intermediate coats and spray paint or 
curtain coat only the final layer.
At step 9 the racket is  supposed to be inspected and balanced before stringing is  done. In 
Pakistan, stringing is  done without the aid of pressure gauges. The tension of gutts or nylon 
strings is therefore uncontrolled.

In the absence of standard specifications and testing equipment, no physical tests are made 
on the finished racket.

The main problem areas are:

-  thickness tolerance and rough ply surface
-  tolerance inform and size  of heart
-  uncontrolled application of glue
-  uneven pressing of frame.

These problem areas aggregated result in a high rejection rate and low product quality.

3.1 .2 .2  Hockey Sticks

The method and equipment used for making hockey sticks are seen in Production Flow Chert 
N o. 2. After storage the mulberry legs are cut on the Band Saw (step 2) into square candles 
of approximately 3o mm x iooo mm in length for the heads.
For handles, cane pieces of about Soo mm lenarh are split on the bend saw according to thick
ness requirements ir,fo 2 - 3  pieces. A band saw is suitable for cutting mulberry logs, however 
the saiirting of the cane should be dene on a splitting machine, which does not destroy the 
f! Oer. wn ly one factory has such a splitting machine in operction. In step 3 the candles



Production Flow Chart No. 2

3 .1 .2  .2 Hockey Stick Production, Technology Applied

1. Raw Material Stores
-  selecting of material

2 . Band Saw
-  cutting of logs
-  cutting of blades after bending
-  cutting of cane for handles

3 . Seasoning K iln
-  seasoning of blocks
-  drying of bent heads

4 . Hot Water Tank
-  boiling of timber

5. Bending Press
-  bending of heads

6. Work Bench
-  shaping of heads
-  glueing of handles
-  fix ing  of handles onto heads

7. Turning Lathe
-  turning of handle
-  winding of bandage

8. Spray Painting Un it
-  painting and varnishing
-  fix ing  of transfere labels

9. Inspection
-  finishing
-  specifications chec<
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ate seasoned in a k iln  or stacked in the open for natural seasoning. '

Natural seasoning needs approx. 6 month and blocks the working capital. W ith the excep
tion of a demonstration plant modern k iln s  are not available in S ia lko t. K iln s  locally built 
are uneffective and burn the timber. Case hardening appears and the cells are destroyed. A 
hockey stick produced from such material is  bound to brake at the f irs t  strong impact.

After the candles are seasoned to a moisture content of about 12 % , they are put into the water 
tank at step 4 and boiled in order to soften the wood for bending. A more effective way of 
softening is  steaming, however this method requires expensive equipment and a higher 
operational cost.

On a spindle bending press at step 5 the candle is bent into the shape of an U . The spindle 
press used was designed around 19oo to be operated with handwheels. It was modified and 
equipped with an electric motor about lo  years ago. The press is not working optimally 
because it  compresses fiber of the block at the curve more than at any other point. Th is may 
lead to breakage of the hockey stick at a later stage. A hydraulic bending press available 
in the international market is  not used at the individual sports goods factories due to the high 
cost and low u tiliza tio n  factor.

The moisture is  removed from the bent candle in the k iln .  The U shaped candle is  then cut 
in half creating 2 L shaped pieces. These pieces are then cut into heads at the band saw 
(step 2). Depending on the quality of the timber, 4 - 6  hockey heads are made from one 
candle.

The rough shaping of each individual head is done by cross axe. W ith chissel f ile  and 
hand planer the exact form is shaped. According to specifications of the International 
Hockey Federation, the head of the stick has to pass through a steel ring of 52 mm die. 
Smoothing is done on a sanding machine and by hand.

Th is method Is ancient and outdated. The highly qualified labour is used for an operation 
which could be done more quickly and more precisely by a machine. However, the techni
cal knowledge is not available at the sports goods industry in S ia lko t. One factory owns 
semi- automatic machinery, but due to a series of accidents resulting from unsuitable and 
dangerous machine tools,the workers refuse to operate these machines. And therefore also 
do the shaping by hand.

The cane for the handle which was cut into strips at step 2 is glued together with a mulberry 
inlay at a glueing frame. Th is intermediate technique is acceptable, however, only 1 hockey 
stick manufacturer out of 7 use this method. The others wind rope around the handle to be 
glued, assuming this w ill produce a proper jo in t. On a turning lathe,step 7, the glued cane 
is shaped Into a handle. The handle end the head are glued together with a V jo in t. The 
cloth tope bandage is glued around the handle on the turning lathe. A fter balancing and 
smoothing the hockey stic k, scray painting or hand polishing is done in step 3. Transfere 
icbels ana the towel cloth grip ere also afixed in step 3.



Inspection of the completed hockey stick and touch up should be done at step 9 . Rigid 
inspection check of specifications was done in only one of the 7 evaluated factories.
In a second factory only visib le inspection was carried out. In a ll other factories the 
sticks were packed by the workers and delivered without any further inspection. Minimum 
quality standards are not fixed. Testing is not done.

3 .1 .2 .3  Cricket Bats

The production method and technology ised in making cricket bats is shown in Production 
Flow Chart No. 3 . The w il'ow logs are cut on the band saw in step 2 into blocks and 
further into the rough V-shape of a cricket bat. The bats are seasoned naturally down to a 
moisture content of approx. 8 %  in step 3. Depending on the season, the time requirement 
is  approx. 6 - 9  months. A rt if ic ia l seasoningkl Ins, in which the seasoning time could be 
reduced to 2 -  3 weeks are not available.

Locally built drying chambers burn the timber which then results in case hardening and 
minute cracks w ill appear. The cracks w ill eventually lead to the destruction of the 
cricket bat. A p ilot seasoning plant installed at the Sports Goods Industry Service Center 
was used with favorable results, however their services were abandoned due to low capa
city and lack of qualified personnel. The cricket bat is shaped into correct size  and weight 
in step 4 . There are various techniques and machines available for shaping. A commonly 
used method in S ia lkot is to surface the upper side of the bat on a locally developed jointing 
machine. The V-shaped back is normally moulded with a hand plane and finished by f ile  
and emery papers. The weight of a cricket bat must be stric tly  controlled. A copying 
lathe with 3 - 5  spindles, equipped with cup-cutters could be used, in step 4 , but i t  has 
several disadvantages. The machine is very expensive, the output is  comparatively low, 
the surface of the shaped cricket bat is  rough, and control of the weight is  d iffic u lt.

A few machines of this type are in use in Sia lkot but after extensive tria ls were not used 
for mass production. The combined use of a cricket bat jo inter and a spindle moulder for 
a ll shaping operations seemed to be appropriate. However, the technical knowledge for 
such operation is not jet available in S ia lko t. For mass production and standardization of 
cricket bats a conveyer belt, automatic moulding and shaping machine could be developed. 
These types of machines are in operation in the production of sim ila r wooden parts in 
Europe.

After shaping, a V -jo in f is cut into the bat on a band saw machine. The cane handles are 
turned at step 5 and a wedge like  cut Is made at the end for jo in ing into the bat. The final 
shaping Is done at the work bench (6). Weight and size  are determined and fine sanding Is 
done. The bat is compressed in step 7 . Th is commonly used ro lle r press is of simple local 
design and is sufficient in quality. The handle is glued into the bat and bandaged with 
thread before the rubber grip is  fixed on the handle at step 6. V isib le  inspection c la ssifi
cation, checking of weight and size is done at step 8 before the order is packed for ship
ment. Testing even of a prototype is not done. The quality of the produced item should be 
in accordance to a sample as accepted by producer and buyer but this is not always done 
due to the non-availability of standards and the lack of an effective production control.
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Production Flow Chart No. 3

3 .1 .2 .3  Cricket Bat Production, Technology Applied

1 . Raw Materia! Stores

2. Band Saw
-  cutting of logs i
3 . Seasoning

4. Shaping Machine
-  shaping into correct size

5. Turning Lathe 
-  handle turning

6 . Work Bench
-  final shaping
-  smoothening
-  fix ing  of handle onto bat

7 . Ro ller Press 
-  compression

8. Inspection
-  check of size  and weight
-  classification
-  stamping



3.1.2.4 Leather Balls

Production Flow Chart N o. 4 shows the production methods and technology used in the 
manufacturing of leather balls. The production of leather b a lls, with a few exceptions, is 
very sim ila r for the differing types (footballs, handballs, e tc .). Since footballs are the 
single biggest item of a ll the sports goods produced and exported from Pakistan, their 
production steps w ill be described.

In Pakistan football leather in general Is not produced by the big tanneries. As a rule the 
football manufacturer purchases blue wet hides in the market. In step 2 the hides are pre
pared and chrome tanned. The quality of tanning depends on the equipment and level of 
technology available at the individual factory. A tanning drum is the best equipment, how
ever most of the smaller manufacturers only have tanning pits at their disposal. The quality 
of the leather chrome tanned in pits is not in accordance to the standard requirement of foot
ball leather. Tanning drums are available in the common fa c ility  services at the PSIC 
Leather and Footwear Training Institute In Gujranwala for a nominal rate. However, 
only a few entrepreneurs use the common fa c ility  services.

The transport from Sia lkot to Gujranwala and back, especially for the smaller manufacturers 
is troublesome.

Splitting of the buffalo or cow hide into the required thickness is done at the sp litting 
machine in step 3 . Th is is  a costly high-precision machine with a high output. O n ly bigger 
companies can afford the operation and maintenance of such a machine. Out of the 23 eva
luated football manufacturers only 4 had a sp litting machine. However, sp litting of leather 
can be done in the common fa c ility  at the PSIC Sports Goods Service Centre in S ia lkot and 
at the Leather and Footwear Institute in Gujranwala. Several tanneries also offer to sp lit 
the leather for payment. Some of the smaller manufacturers, in order to save money, use the 
shaving machine at step 5 for sp litting and reduce the thickness of the hide by shaving.
Th is method wastes the material normally sp lit and used for other purposes.

In order to remove the tension from the leather, the hides are put on stretching frames at 
step 4 . However, only 5 out of 23 football manufacturers use this equipment. The stretching 
frames are locally designed and manufactured and the different systems s t i l l  have room for 
Improvement in design and application. In a commonly used method the wet hide is  nailed 
to a wooden board, and dryed in the sun. Thus, a certain stretching effect is achieved. For 
quality footballs, board stretched leather is not suitable.

After stretching, anyuneveness of the hide is removed in step 5 at the shaving machine 
and in step 6 at the buffing machine. Both machines are locally manufactured and are su i
table ôr this work. At step 7 the spray paint equipment is used to coat the hide. Coating cf 
leather with a hand operated spray paint pistol is acceptable but does net reach interna
tional standards of football coating. More sophisticated coating methods, such as curtain 
coating, automatic brush coating or conveyer belt spray coating are not available In S ia l-  
!<or. Therefore the high quaii'y 2-compcnent plastic surfaces, which give the ball the 
right grip according to weather conditions, can net be applied in S ia lkot. Spray paint 
coating was done in 18 of the 23 factories. In 5 companies the coaling of the lecther was
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Production Flow Chart No. 4

3 .1 .2 .4  Leather Ball Production, Technology Applied

1 . Row Material Stores

2 . Drums or Pits
-  tanning

3 . Sp litting  Machine
-  sp litting of leather to thickness

4 . Stretching Frames
-  stretching of leather

5 . Shaving Machine
-  shaving of leather

6 . Buffing Machine
-  sanding of leather

7 . Spray Paint U n it
-  coating of leather

8 . Plating Press
-  plating of surface
-  pressing of lin ing

9 . C licking Press
-  cutting of panels

lo . Work Bench
-  selecting of panels for each ball
-  selecting of bladder (weight controlled)

11 • Contract V/ork
-  stitching of balls

12. InsDectior,
-  pressure test
- visual check

- spherif/ing
- wei aht control



The inner lin ing is glued to the football leather after coating. For gluing, 12 companies 
used latex or other waterproof plastic material and 13 factories used starch or sim ila r ma
teria ls. Starch for glueing is  unsuitable and produces the lowest possible quality of footballs.

in two companies, the lin ing is  pressed together with the leather, after the application of 
the latex, by a hydraulic plating press (step 8). Th is step has a dual effect on the quality 
of the football. By pressing, the lin ing w ill be better bonded to the leather < nd the surface 
quality of the leather is also improved. In step 9 the panels for the football are cut. The 
former knife cutting method has been abandoned for the more modern and efficient method 
done with dies on a c licking press. In 6 companies imported hydraulic c licking presses were 
used, the remaining 17 companies used a locally manufactured excenter press. Although 
the imported presses produce less noise, are safer for the operator, and have a higher out
put} the quality of the cut panels of both are equally good. Both imported and local ma
chines punch the holes into the leather for stitching in one operation. Th is re lative ly new 
development in the S ia lkot sports goods industry improves the quality of the balls and 
makes the work easier for the stitchers, resulting in a higher output.

In steps lo  and 11, two varying methods of production were found. In 12 of the companies, 
cut panels were selected according to quality, thickness and weight. The bladder was also 
selected and placed with the selected panels in step lo  before being given to the worker 
in step 11 for the stitching of the ball. The remaining 11 companies make no quality selec
tions and merely combine the bladder and panels from the order in which they appear. The 
quality of the balls produced by this method is left to chance. The balls are stitched mostly 
at home by contract workers.

In order to supervise and control the quality of work, a few companies have the stitching 
done in their factory ha ll. At step 12, the stitched ball undergoes a v isib le  check} it  is 
tested for roundness, weight, and for leakage of a ir. Brand name, size  and quality of ball 
is printed with a :ieve press. Inspection is done by 14 companies only. Sperifying machines, 
both local and imported, were found in a ll football factories. A decade ago, only 
sperified balls were accepted by importers. Lately this requirement has been widely aban
doned and only balls of cheap quality must s t i l l  be sperified.

It can be said, that a certain level of standardization has been reached by the leather ball 
manufacturers. However, balls are produced in accordance to specifications, only by a 
few exporting companies. Q ua lity tests other than leakage and weight control are not 
carried out in S ia lko t, because the testing machinery end the technology for such quality 
tests are not worked out and established. The quality of football lecther depends not only 
on the chemicals used and the available tanning equipment, but to a greater extent on the 
available technology and tanner craftmans'nip.

done by brush. This system, due to low surface quality, should be abandoned.
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3 .1 .2 .5  Skiing  Gloves

The production of sporting gloves for a ll different types is very sim ila r, the Production 
Flow Chart N o . 5 shows the production steps for sk i gloves.

The leather is produced both by big tanneries and by the ski glove manufacturers. The pro
duction of th is leather is  not as d ifficu lt as the production of football leather, the material, 
however, must be water resistant.

The tanning of skins in step 2 is  done both in drums and p its. Drums are always preferred, 
because they guarantee better tanning. The tanned leather is  shaved and buffed in step 2 
and 3 before surface coating is  applied with a spray paint p isto l. Automatic coating equip
ment is not available in S ia lkot, thus prohibiting production of top qua lity. For the soften
ing of leather locally produced, staking machines ( step 6 ) are used in most of the glove 
manufacturing companies. The cutting of the leather is  done mostly with dies on clicking 
presses as described for football manufacturing, however, hand cutting with a knife is  s t i l l  
commonly done. Th is prohibits the standardization of products. The cut pieces are sewn to
gether by machines as far as possible because certain seams have to be done by handstitching. 
Selection of pairs and visib le inspection is done in step 9 . The pattern have been copied from 
foreign design. Q ua lity standards are not available and testing is  not done.

3 .1 .2 .6  Other Sports Items

Other sports goods items produced in Pakistan are of low quality and the ir export figures are 
insignificant. Therefore their commonly applied production processes w ill not be described.

Normally production steps are not subcontracted in the Pakistan sports goods industry. The 
stitching of balls is  done by individual home workers on contract. These workers are therefore 
considered to be contract workers and not household firm s.
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Production Flow Chart N o . 5

3 .1 .2 .5  Skiing  Glove Production, Technology Applied

1. Raw Material Stores

2. Drums or Pits
-  tanning

3 . Shaving Machine
-  shaving of skins

4. Buffing Machine
-  sanding of skins

5. Spray Paint U n it
-  coating of leather

6 . Staking Machine 
-  softening of leather

7 . Cutting Press
-  cutting to sizes

8. Sewing Machine
-  sewing of gloves and lin ing

9. Inspection
-  selecting of pairs
-  visual inspection
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3 .1 .3  Available Outside Fac ilitie s

There are two PSIC Service Centers providing common fa c ility  services to the sports goods 
industry. The Sports Goods Industries Service Centre in S ia lkot provides the following common 
fa c ility  services:

-  sp litting  of leather

-  shaving of leather

-  buffing of leather

-  spray painting on both wood and leather products

-  cutting of leather ball panels

-  punchingand embossing of leather grips (Tennis Rackets)

-  seasoning of timber (limited capacity)

-  planning moulding and shaving of timber products

-  turning of cricket bats and handles 

sharpening of machine tools.

The centre was established in 1964 and the services have been widely used by the industry. 
However, the equipment is  outdated and the concept of the project is not valid any more.
The industry (especially the exporting companies) has better and more modern equipment 
Installed than the Service Centre. Therefore most of the services, with the exception of 
sp litting of hides, cutting of panels for balls and seasoning of timber, are not needed by 
the tcrget group any longer.

The Leather and Footwear Training Institute in Gujranwala offers the following common 
fa c ility  services to the sports goods industry:

tanning of leather

-  fin ish ing of leather 

shaving, buff ing and plating

- testing of leather.

A ll services are used by some factories of the target groups. However, the distcnce of 6o km 
is a reel handicap to the sports goods manufacturers. The transport of goods becomes a 
prcolem. Mere importantly the technology and skills available at the Centre is not suffi
cient in all areas to solve the proolems of the industry. Inflexibility and institutional 
formalities also add to the proolems of the industry.

Se re  limited services, like splitting of leather, are offerea by the private industry. These 
services ere not available to all companies since competition and p ersona l rivalry close
i ' ~ o  deers : oi many of the cool lcants.
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3 .1 .4  Fa c ilitie s Required

In order to improve the quality of sports goods produced in Pakistan, open up the new markets 
and nake the factories more productive, the following services are needed:

-  Extension and advisory services,

-  Common fa c ility  services, such as 
. tanning of footbal I leather
. automatic plastic coating of leather
. development of prototypes of sports goods like  glassfiber and metal rackets 
. development and production of prototypes not yet produced in S ia lko t, like  surf boards, 

sk is , etc.
. testing of a ll types of sports goods
. technical and economic advice by international experts 
. training fa c ilit ie s.

An existing institution such as the Sports Goods Industry Service Centre may be taken as 
the central point for assistance, however, p riorities must be set and a detailed concept 
should be worked out.
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3 .1 .5  Plant and Machinery

3 .1 .5 .1  Land and Building

O f the 43 evaluated sports goods factories 24 or 56 %  are set up on their own property 
totalling an area of 35,o26 m̂  at a value of Rs 8 ,887 ,5oo . According to its  individual impor
tance the value of the land in Sia lkot fluctuates between Rs loo and Rs. 75o per m2, the 
average tr/  price being calculated at Rs 253. The 24 companies occupy an average area 
of 1,495 each at a value of Rs 37o,312. 19 companies operate on rented plots.

Broken down into groups of activity the 43 companies render a quite different picture.

3 .1 .5 .1  LAND OWNED BY EVALUATED C O M PANIES
Table 6

Companies Total Area p. Total Value p. Value
Type of A ctiv ity Total Owning land

Area
m2

Comp.
m2

Value
Rs

Company
Rs.

p. m2
Rs.

N o . No. %
rn

Production, Export 
Wholesale

14 11 78 .5 23,943 2,176 5,847,5oo 5 3 1 ,59o 244

Production, Wood 12 6 5o.o 5,915 985 1,52o,ooo 253,333 256

Production, Leather 17 7 41 .o 5 ,168 738 1,52o,ooo 217,142 294

Total 43 24
_______

56 .0 35,o26 1,495 8,887,5oo 37o,312 253

The table shows that 11 exporting companies (78 .5  % ) occupy an average area of 2 ,176  m2 
ecch, while 6 timber working companies (5o %) operate on an overage property of 985 m2 
and only 7 (41 %) of the leather working industries on an average of 738 m2 each. The 
toble also shows that 11 of the 43 evaluated companies or 25 .5  D/o own 68 °o  of the land.

The situation with regard to buildings is  quite sim ila r. O f the 43 surveyed enterprises 25 cr 
58 %  operate in their own buildings, totalling !8 ,6o 2  it/  at a present value of Rs 14.3 
m illio n . According to quality and height of building the building cost in Sia lkot ranges 
from Rs 6oo to 1 ,2oo per m2

The average building area per factory amounis to 744 m2 at a mean value of Rs 5 7 3 ,24o. 
The average vciue of the buildings in question comes to Rs 77c/m2. Broken down into 
exporting and producing groups, the companies again show a different picture:



3.1.5.1: BUILDINGS OWNED BY EVALUATED COMPANIES
Table 7

Companies Total Area p. Total Value p. Va lug
Type of A ctiv ity Total Own. Build. Area Cor^p.

rri
Value Company p. m

No. No. % _  2 m Rs. Rs. Rs.

Production, Export 
Wholesale

14 12 85 .7 13,75o 1,146 1o,946,ooo 912,166 796

Production, Wood 12 6 5o.o 3,532 588 2,455,ooo 4o9,ooo 695

Production, Leather 17 7 41 .o 1,32o 188 93o,ooo 132,857 7o4

Total 43 25 o00 18,6o2 744 14,331,ooo 5 3 7 ,24o 77o

The leather working sports goods factories occupy the smallest premises, also in terms of 
covered area per employee, which amount to an average of lo  (rented buildings included). 
The timber working industries provide 18 m  ̂ space per employee, fhe exporting companies
lo .5  m^. Maximum space utiliza tion  is achie ed by the leather companies. Due to volu
minous raw material and its long seasoning time the wood working sports goods manufacturer 
has the highest space requirement.

The classification of companies is clearly v is ib le . 12 exporting companies or 28 %  of the 
surveyed Industries occupy 74 %  of the buildings.

3 .1 .5 .2  Machinery and Equipment (tables 8 and 9)

A . S ize  of Plant

There are 251 machines at a present value of Rs. 5,399,ooo installed In the 43 evaluated 
sports goods factories. Th is means an average of 5 .8  machines at a value of Rs. Io2,3o2 
per factory. There are 161 machines at approximately Rs 2 .9 4  m illion in 28 ' units of the 
leather working sports goods industry, and 9o machines at a value of 1 .46 m illion  in 17 
units of the wood working industry. The average number of machines installed in the tim
ber working industry (5 .3  machines at a value of Rs. 85,882 per unit) is  s lig h tly  below 
the total mean value. In table 7 the 43 surveyed companies are broken down by activ ity.

1) 2 factories are listed with their respective decartments under wood and iecther working
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3.1 .5 .2 :  M A C H IN ER Y  IN S TA LLE D  IN  LEATHER W O R K IN G  IN D U S TR Y Table 8

Tanning Shoving Buffing Stoking Ploting
Hydraulic Excenter

Slrechlng
Compressor +

Spheri ly ing Sp li Iting Sewing Total
Pul U ./  
t'Jo.

l - l l l l l l Machines Machine Machine Pré « Press Press
Frames

Equipment Machine Machines Machine Machines

(lo i.u l) (local) (local) (local) (local) (imported) (local) (local) (loc. +import) (local) (imported) (local)

2 1 1 - i 3
3 i i 2 i 3 1 2 11
4 1 i i 2 *  • X 1 1 8

1 2 3

6 4 i i 1 i 1 loo 1 3 i 15
/
b 1 2

*
3

9 1 1 2 4
1 o 1 1 2 4
11 1

1
1
)

13 1 1 2 1 2 7
id 3 i i 2 1 n ■ X 1 1) 21
21 i i i 4 - 2 2 - 11
¿s 1 2 n  • * 3 7
¿is 1 1 1 3
29 1 I 2
31 3 i i 1 i t 1 4oo 1 3 14
30 1 1 1 1 2 6
34 1 1 2
AA 1 1 2
35 1 i i 1 n  • X 1 2 i 9
37 2 i 1 2 i 7
i t n  «x 1 2
Ao 1 1 1 3
41 1 1 1 3
42 1 1 1 3
43 1 i 1 1 1 5

2U Id a 7 7 5 lo 26 7 19 38 4 12 161

1) The machines are listed separately according to function on tables8 and 9 in factories working with wood and leather.

i

O J
CO
I



3-1. s.2: M A C H IN ER Y  IN S TA LLE D  IN  WOOD WORK IN G  J N D U S TR Y
................... Table 9

t U C t o i  V

i  h . .

P-Jlld
r  t .  .V

Spindel
Moulder

Jo in le i
Machine

T i l l  ckness- 
iny

Machi ne

Bobbin
Sander

Belt
Sander

D r illin g
Machine

Racket
Press

ilocicey
Bending
Press

Cricket
Moulding
Machine

Compressor + 
Spray Paint 
Equipment

Drying
K iln

t r ic k e l
Rolle-
Press

turning
lathe

C ircular
Saw

Total
Machines

lb ,u l) doc . + imp.) (loc .+ imp.) (lo c .> imp.) (locai) (import.) (local) (local) (local) (local) (lo c .4 imp.) (local) (local) (local) (local)

I 2 1 i 2 3 i i N
2 ? l 1 2 i 7

14 -

IS 2 1 - 1 4
lo 1 1 1 1 i 5
17 2 2
?o 3 2 i i 3 i 2 1 • 2 1 3 2 22
22 1 1
24 2 1 1 1 i 6

2a ? 1 1 4
2 ^ 2 2 1 1 i 7
32 2 i 1 i 1 2 8
33 1 1
44 i 1 1 l 4
4 j i l i 1 1 3 B
19 “

17 ló 3 3 4 16 2 9 lo 4 2 5 ? 5 7 2 9o

I)  f lotf*: The machines ore listed scpo;otely according to function on table and r ¡n factories who are working both in  wood and leather.

I

C O

I
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3 .1 .5 .2 :  NUMBER OF M AC HINERY IN STA LLED
Table lo

Description
N o . of 
Un its

Machinery
Installed

N o.

Present
Value

Rs.

Average Ma
chines per 
U n it No-

Average Va
lue per U n it 

Rs.

Producer, Wholesale 
Dealer, Exporters 
(Wood + Leather)

14 15o 3,364,ooo lo .7 247,428

Producers,Wood 12 51 569,ooo 4 .3 47,416

Producers,Leather 17 5o 3 6 6 ,ooo 2 .9 21,529

Total 43 251 4,399,ooo 5 .8 1 o2,3o2

According to the above table the directly exporting factories have 2 .5  times more machines 
per unit than the wood working and 3 .6  times more than the leather working industries. The 
mean value of 23,124 per individual machine is also the highest in industries with their 
own export outlets. The timber consuming producers se lling  to local wholesalers report an 
average value per installed machine of Rs l l ,o 2 6 ,  leather consuming companies without 
direct export account for the lowest value, i .e .  Rs. 7 ,4 2 3 . The most modem and sophisti
cated machines in S ia lkot are thus installed in companies with direct contact to foreign 
buyers.

B. Country of O rig in  and Average Age of the Machinery

The machines under review were between 1 month and 3o years old. W hile  the basic 
equipment like  band sews, bending presses,tanning drums, shaving buffing- and staking 
machines are mostly of older o rig in , plating presses, cutting presses, compressors with 
spray paint equipment, spherifying machines and cricket moulding machines were of a more 
recent date. As shown in tables8 and9 , most of the machines are Pakistan made. The Pa
kistan machine manufacturer industry is quite fle x ib le . As soon as demand for a newly Im
ported machine type has been developed, it  is copied and locally produced at a lower 
price. Q ua lity and efficiency of domestically produced machines are satisfactory and meet 
local requirements although their quality cannot be compared to that of imported machines 
from countries like  UK or Germany. Improvement of both efficiency and quality is possible 
through technical advisory services. Due ro the proximity of the local machine manufacturers, 
a ll the machinery viewed was in fa ir to good condition. Even the machines of 3o years of 
age were found in good working condition and well kept. As already mentioned, standar
dization and mass production have not yet been introduced in the Pakistan sports goods 
industry. A pilot plant should, therefore, oe sat up and newly designed machines be imoor- 
ted. As it may be assumed that once a p ilot plant of a certain production line has been 
installed end is wcrtcing sucessfully, it  w ill be copied by numerous companies of that par
ticular line .
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3 .1 .5 .2 :  TYPE OF M A C HIN E A N D  C O NNEC TED LOAD

Description; Leather Industry No. of Machines KW  p. Machine 
(Average)

Total connected Load 
KW

1 . Tanning Drum 18 12 216
2 . Shaving Machine 8 6 48
3. Buffing Machine 7 6 42
4. Staking Machine 7 4 28
5. Plating Press 5 lo 5o
6 . Hydraulic Press lo 5 5o
7. Ex center Press 26 6 156
8 . Stretching Frames 7 • N - -
9 . Compressor 19 4 76
lo . Spherifying Machine 38 2 76
1 1 . Sp litting  Machine 4 lo 4o
1 2 . Sewing Machines 12 o .3 4

Total 161 4 .9 786

3 .1 .5 .2 :  TYP E  OF M AC HIN E AND C O N N EC TED  LOAD
Table 12

Description;Wood Industry No, of Machines KW  p. AAachîne 
(Average)

Total connected Load
KW

1 . Band Saw 16 lo 16o
Spindle Moulder 3 4 12

3. Jointer Machine 3 5 15
4. Thicknessing Machine 4 8 32
5. Bobbin Sander 16 2 32
6 . Belt Sander 2 lo 2o
7 D rillin g  Machine 9 2 18
8 . Racket Press lo - -

9 Hockey Bending Press 4 lo 4c
lo . Cricket MouldingMacn 2 4 8
i l . Comcresscr 5 4 2o j
1 2 . Drying K iln 2 - 1

13. Cricket Roilerpress 5 1 sw
u . Turning Larne 7 2 14
! ~ Circular Sew 2 4 8

i -  .
\ iota!
<\

9o 4 .3 384
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C. C 'pacify U tiliza tio n

Due to the present low mechanization of the sports goods industry the capacity of an ind i
vidual factory is not determined by the machinery but rather by the size of the building 
as well as the ava ilab ility of capital and labour, and lastbut jv 't least by the entrepreneurs' 
management a b ilit ie s. Thepresentaverage capacity u t iliza t i on is estimated at 78 %  in 
the group of the industries that are also engaged in exports, at 67 %  in the timber working-, 
and at 65 %  in the leather working industries.

D. Connected Load

The total connected load (see tables 1 1  .'r 12)of the 25) machines installed in the 43 factories 
117o KW  which comes to 2 7 .2  KW  per factory or 4 .7  KW  per machine. In the 28 leather 
working factories there are 161 machines with a total connected load of 786 KW , i.e .  an 
average of 28 KW per factory or 4 .9  KW  per machine. In the 17 timber working units there 
are 9o machines with a total connected load of 384 KW , i .e .  22.5 KW per factory or
4 .3  KW per machines.

It  is  again the 14 factories that are also engaged in exports that consume the most electric ity 
(7o5 KW  connected load). Th e ir connected load per factory amounts to 5o .4  KW  followed 
by the 12 timber working sports goods manufacturers with a total of 24o KW  or 2o KW  per 
factory and the 17 leather working factories with a total of 235 KW or 13,8 KW connected 
load per factory.

3 .1 .5 .3  Capital Productivity

Compared to sim ila r countries in Europe, the capital productivity (turnover/fixed assetslof 
the Pakistan sports goods industry is rather high as a consequence of its highly labour in 
tensive production, the low level of technology, and the industry's under-investment, which 
are in pert a result of a chronic shortage of long term loans, the lack of know-how and 
general political in sta b ility . The system of contract worker adds to the problems.

An attempt has been made to establish a realistic  mean value of the industry's capital pro
ductivity; however, it  so much differs from one company to the other that any figure has 
to be cautiously interpreted. According to tables 13and 14 investment is  highest in land 
and buildings. Related to the turnover the timber working industry occupies the first place 
with a mean turnover/!and building ratio of 2 .5 8 ; it is followed by the leather working In 
dustry with a ratio of 2 .9 4 . W ith the highest investment rate per company the exporters 
achieve a , „rnover/land and building ratio of 3 .95 , they have the highest output and thus 
considerably account for the fact that the mean value of 43 evaluated companies amounts 
to 3 .61 .

Investment ter machinery and equipment in terms of turnover is on the whole very low. Its 
rci ge from one company to the other is almost incredible: The turnover/machinery end
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equipment ratios vary from 5 .7  to 997 in the exporting companies, from 8 to 69 in the timber 
working industries and in the leather working industries from 8 to 5 5 .4 . The mean value 
of 19.o is  almost the same for 43 companies and may be considered a realistic average for 
the industry in question. However, the above figures are out of proportion when compared 
with the investment for land and buildings. W hile the low investment for machinery and 
equipment may also be explained by the low labour cost in Pakistan, this cannot be the 
only reason especially for an industry that has to compete in quality and price in the inter
national market. Another possible explanation might be the loss of confidence in the local 
currency and a consequent flig ht into real estate. Reluctance to take entrepreneurial risks 
and a lack of technical know-how might be further reasons. O n ly a few companies report 
comparatively high investments In machinery and equipment (turnover/machinery and 
equipment ratio, 5 .3 ) and may become leading in the branch; the bulk of companies, 
however, invest below minimum standards for machinery and equipment.

3 .1 .5 .3  CAPITAL PR O D U C TIV ITY , V A LUE Table 13

F A C T O R I E S T U R N O V E R I N V E S T M E N T  (fixed ojseh)

Type of activity No Totol
Rs.

p. Lfrli't 
Rs.

Land + 1 
Totol 
Rs.

vilding 
p. Unit 
Rs.

Machinery +
Total
Rs.

Equipment 
p. Unit 
Rs.

Total
Rs.

p. U»it 
Rs

Production, Export, 
Whole Sale

14 66,483,211 4,748,8oo 16,793,500 1,199,535 3,464,ooo 247,428 2o,257,5oo 1,446,964

Prc duct ton, Wood 12 lo,263,o33 855,256 3,975.300 331,25o 569,ooo 47,416 4,54-i. ooc 378,666

Production, Leather 17 7,217,241 424,543 2,45o,ooo 144,117 366,000 21,529 2,8l6,ooo 165,647

Totol 43 83,563,535 1,9£2,64o 23,2!9,5oo 539,965 4,399,oco j 1 c2, 3c2 27,òl7,5oo 642,267 :

3 .1 .5 .3  CAPITAL PRO D U C TIV ITY , RATIO S Table 14

---------------------------- r  , —

F A C T O R I E S  j R A T I O S
1

Type of activity N o
Turnover / l 
From - to

ixed assets 
mean

T u r no v e r  /
Land +■ Building 
mean

Turnover /  m 
From - to

achines
mean

Fixed assets / Emplovee 
From - to 1 meon 

Rs. j Rs.

Mocnmery +■ E q u i p . ,  cmriovr » 
F cm - to 1 mean 

Rs. j *s.
crOfijCtion, Expert  
'»hoie jole 14 0 . 9 -  l oo 3 . 2 8 3 .9 5 5.7 - 997 1 9 .2 l o , 384 - 5 3 , 5 7 7  ! 15 ,691 

_______ !________
4 6 - 7 , 3 1 1  1 2 ,o = 3

________ :______ i_____________
; 1

Production Wcod j 12 |1'3 - 168
i

2 . 2 5 2 . 5 9 8 . 0 -  6 9 . 0 13.4 166 - 4 11777 ! 2 o , ? 4 o  j 1 6 6 - 7 ,  5oo j 2 , 6 2 2

(17 |o.4 - 38Leather ! : 2 . 5 6 2 .94 8 . 0 -  5 5 .4
1 1 1

19- 7 , L -o - 7c,,ooo f Î 2 ,  3oo 1 2oo  - 3,333 ' .663
i I I  1

1 i i> t r i  Vi 0 .4 -1 6 8  1 3.4)4
: 1 i

j ' J I
3.61 ! 5 . 7 -  997  1) 9, 3 ' 2 o c  - 7 q , o o o  ! 15,982 Ì 46 - 7 5 . o  j 2,-43 1 I 1 i ;

j______________________________ i----------1 ............................ •...................................... 1 ■ — J
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The investment per working place accordingly is of a low standard. The mean value through
out the 43 companies is  Rs. 15,9oo (US $ 16oo) and ranges between Rs 166 and Rs.7o,ooo 
per individual enterprise. There is  no trend discernible for the different categories of 
the sports goods industry. In a ll 3 groups only a few companies invest to a reasonable ex
tent in machinery, though as a ru le , less than in real estate. On the whole, purchase of 
machinery and equipment seems to be neglected. The highest investment for machinery 
and equipment per employee found in one company amounted to Rs 7ooo.- (US S 7oo)-r 
the average investment for machinery comes to Rs. 2 ,545 , and in this respect there is a 
trend. The lowest average investment per company is  in the leather industry, which is  the 
weakest group with Rs 1,663 (US 5 166) per employee, followed by the wood industry 
with Rs. 2,622 (US S 26o) and the exporting companies with Rs. 2,683 (US $ 27o). Further 
details can be seen from tables 13 and 14.
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3 .1 .6  Technological Constraints

3 .1 .6 .1  Technical

Technical breakdowns have almost no influence on the efficiency of the sports goods industry 
in Pakistan. W ith its  low level of mechanization and the general satisfactory maintenance 
of the mostly locally built machines, breakdowns are seldom. Conveyer belt type machines 
or transfer streets are not used in S ia lko t. If  a breakdown occurs or a mcchine has to be 
overhauled, the manufacturer of this machine is  somewhere near and w ill carry out the work 
in a short time and for a reasonable price. Even the few imported machines can be repaired 
and maintained by local machine manufacturers. Almost a ll mechanical and electrical parts 
could be copied and produced in Pakistan. O n ly highly complicated electronic spare parts 
have to be imported.

The power supply to S ia lko t, however, creates a real problem. Shut down time of one hour 
per day is  normal. In the summer season shut down time of 3 and 4 hours per day must be 
accepted. The calculated figures of 8 working hours per day and 24o working day p.a. 
shows the average loss of production time p.a . of 3o working days per factory or 12.5 % . 
Assuming that the market demand for Pakistan sports goods is available, production loss of 
Rs. 29.5 m illio n  p.a. has to be accepted by power shut downs.

3 .1 .6 .2  Q ua lity  and Quantity Control

The Pakistan sports goods are internationally known to be in the medium to low quality 
range. The rates received are accordingly low. The internationally established specifi
cations of the respective sports goods items are generally known by the manufacturer 
in Sia lkot.

For example:

-  s ize , weight and roundness of footballs
- size of ring through which a hockey stick must pass as well as length and weight of 

the stick
-  weight and size  of cricket bot
- size, weight and balance of tennis racket as well as strength cf stringing
- etc •

However, quality standards are not established either internationally or nationally. Pa
kistan's sports goods in the higher price range are in conformity with the international spe
cification. The sports goods produced in Sialkot in the lower price category may come 
somewhere near international specifications, however, are never of the same quality, it 
différa from piece to piece.

Before a ourchc.se order is issued, soecificarion, quality, type and price cf Item are fixed 
between producer or e/pomer ard cus.cmer. Normally 2 sample pieces ore produced, 
accepted and shoned oy noth parties. The production is to no carried out according *c the



-  41 -

sample pieces. Some of the producers try to stay true to the sample piece in their proc' c- 
tion. Most of the companies, however, use cheaper raw material and workmanship not .n 
accordance to the sample piece. W ith the exception of a few producers who are engaged 
in export, quality control is  not carried out in the Pakistan sports goods industry. About 
lo  -  15 companies have developed certain standard sports goods items with their own 
brand name, in these respective companies some kind of quality control is  carried out. 
W ith this policy one company wus able to develop a world renowned hockey stic k, which 
is  used at most international games by a ll the leading teams. A few more companies are 
trying to follow this example and have started to standardize their products.

Testing fac ilitie s for sports goods are not known and not available in the industry nor in 
the service centre. General standards of sports goods have not been established. The 
technical know-how for standardization and testing Is not available in the sports goods 
industry in Pakistan.
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3 .1 .7  Working Conditions

The working conditions in the sports goods industry compared with other industries In Pakistcn 
are quite good. The workshops are generally clean and in the newly b u ilt Factories especially 
at the Industrial Estate, almost ideal working conditions could be found. There are a few 
factories inside the city where daylight is  not sufficient andartific ia l light is dim.

Tanning is done with chrome and mostly in drums. Stinking vegetable tanning and working 
in d irty pitsare work conditions of the past for most of the labourers in the sports goods in 
dustry. A problem, however, s f i l l  exists in the spray painting area. The spray painters work 
with nitro and other health affecting chemicals. In most of the companies, the exhaust 
equipment is locally produced and does net work very e ffic iently. In the absence of exhaust 
fans, spray painting is done in the open, resulting in low surface quality and inhcling of 
the spray dust by the worker. For improvement in quality and protection of the worker, mo
dem spray paint equipment with efficient exhaust fans should be installed.

The climatic condition in Pakistan can not be changed and must be accepted. For almost 
s ix  months the temperature in S ia lkot reaches 47 °  C. Although fans are installed in most 
of the factories, none of the workshops are airconditioned. Work under such conditions 
is hard ond cannot be called Ideal. Out of financial and technical reasons, the insta lla
tion of airconditioners seems tobe impossible in the work shops, therefore improvement of 
climatic working conditions cannot be expected.

3.1 .8 Main Problem Areas

The main problem areas of the sports goods industry In Pakistan are:

low level of technology 
low mechanization 
lack of latest technology

- relatively small and traditional product renae 
low queiity of products
none availability of standards 
lack of resting facilities

- shortage of power.

The entire range cf problems is interrelated. The Pakistan sports goods industry is basically 
conservative in approach. Due to mostly traditional handwork the mechanization of the 
industry is keot low, resulting in c lew level cf technology. New products made out of

 ̂ ccuia neirner be novel oped nor produced due to lack of the
The low level of Technology restricts the industry tea  trad i f io— 

rerials like wood and leather. Stcndcrds have 
not available far these products, resulting in 
liclkct orohibits the industrialist from installing 
he indust'y needs technical advisory and com- 
fered to tre ¡reustry.
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3 .2  Materials and Components

In 1979 -  8o the consumed raw material of the 43 evaluated sports goods factories had a 
value of Rs. 39 .8  m illion  or 47 .5  %  of the total soles. The indigenous material amounted 
to Rs 31 .4  m illio n  and the imported to Rs 8 .4  m illions (incl. taxes). The imports were 1o %  
of total sales or 21 %  of the entire raw material consumption. Table 15 shows the raw ma
terial consumption separated according to industry category.

3 .2 : RAW M ATERIAL C O N SUM PTIO N  T  , . 1£-

Factories Row Material Consumption

Type of Actitivy No.
Total per Unit loco r

1 imported

L
Rs.

%  on 
sale Rs. Rs. % o n ; 

total Rs. I
t

‘’■3 on

totol

Production, Export, 
Wholesale

14 3o,116( 894 45.3 2 ,1 5 1 ,2o7 23,8oo,994 7 ?

------------------------------- j-

6 , 3 1 5 , 9 o 5  ; 21

Produc t i on,Wood 12 5,847,957 57 487,329 4,246,917 72 1,6c l,c4o 28

r  roduc ri on, Learner \7 3 ,6 2 5 ,»37 53 225,oo8 <1 4 r /  1 «1 , JJU, u  < ' <%-* : 4 . n  1<1. ! •*'_ 7 ,  1 4.U» • yj

Totol 39,791,988 47.5 925,394 31,4o5,923 79 ! 8,38<6,c65 I
l

21

The table shows that the companies engaged in export have the lowest raw material con
sumption with 45 .3  % , indicating that with better equipment and better management 
compared to the smaller companies, the wastage of material can be reduced. The compa
nies using mainly timber as raw material have the highest raw material consumptior with 
57 % .  Th is is quite normal since timber is purchased in log form and must be cut down to 
the respective sports items. Wastage of 5o -  8o %  is  normal in the timber industry. How
ever, careful planning and selective use may reduce the consumption rate considerably. 
Also the impo't rate of the timber industry (28 is  the highest of the 3 categories. Tn is 
is to be expected, because species like  ash, beech and cane are essential for tradi
tional sports goods produ<"*ion but not native to Pakistan. Since the partitioning, the for
mer raw materials source of Kashmir is no longer available. An import duty of up to 15o %  
must be paid by the entrepreneurs for these materials. Calculated with 5c %  wastage the 
import duty w ill come to 3oo %  on finished item.
In the leather working industry the rcw material consumption is auite high with o3 % , 
which may be the result of high material wastage especially in the smaller units. The 
import rate is low with only 13 °'o. W ith the excecticn of the chemicals for tanning and 
surface coation almost a ll of the ether raw materials are locally available clthough net 
always of the required quality and type.

The rav/ mctericl situation for each industry (timber and leather) is described below.



3.2.1 Wood Consuming Sports Goods Manufacturers

The main materials and components u tilized  and processed by this group of industries are 
as follows:

- wood; ash, beach, w illow  of superior aual ity imported
- wood; mulberry,acacia, cedar, nose wood, walnut, maple, eucalyptus locai
- cane imported
- leather for handles, grips, etc. local
- cloth and thread for hcndles and grips local
- Urea Formaldehyde and PVA glue imported
- hide and bone glue local
- paint and lacquer top quality imported

normal quality local
- tra n sfe r labels top quality imported

normal quality local
- gut for rackets local
- nylon strings for rackets local

Ash and beach wood, essential for quality tennis racket production, is  not grown in Pakistan 
and must be imported from U K . Due to the high freight rates and a high import duty the 
cost free Sia lkot ashwood per 1 comes to Rs. lo,ooo to Rs. 2o,ooo (US S l,o o o  to 
2,opo) depending cn the quality. The cost in England is US S 25o -  5oo for ashwood per 
1 m°. Although import duty is  refundable at the export of goods, most of the smaller manu
facturers are not aware of the procedure or are not refunded by so called exporting houses, 
and therefore pay the fu ll amount. In order to be competitive in racket production, the 
manufacturers in S ia lkot use local materials such as mulberry, eucalyptus, rose wood, 
w illow  and acacia in place of the top quality material degrading the product to second 
quality.

For cricket bat production so far only English w illow  is used, because the specific weight 
and grain of the w illow  grown In Pakistan is different. The s ize , shape and weight of a 
cricket bat made out cf local material is therefore not in conformity with the international 
specifications. The cost of English w illow  for one cricket bat Is Rs. 3oo -  42o (US S 3o -  
4c). Local material costs Rs 17 -  5o (US S 1 . 7 - 5 ) .  Seme cricket bat manufacturers 
the assistance of English jo int-ven*"re partner are testing Pakistan w illow  and hope to 
change the specifications of cricket bats in accordance to Pakistan grown w illow .

Mulberry is used In ;he production of hockey sticks. A few decades ago hockey sticks were 
exclusively produced from ashwood. The specifications were in accordance to the proper
ties of ashwood. The specification of hockey sticks were successfully changed by Pckistcn 
ana India in accordance to the prcper‘ :es of mulberry wood grown in the region.

Pckistcn ana Indian hockeyteans were exiremely successful using locally produced hockey 
stlcki made from mulberry wood. Tcdav hockey sticks made out of mulberry wood are pre- 
*"err»d ,-.v all Inrernat'onai teams. One Sia lkot hockey stick manufacturer, due to his con
sistency arc gcoa aualiry, wes cole to introduce a hockey stick under rtis own brand name, 
thsr is used by most of the too international player.;.
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Depending on the quality,the price of mulberry wood in Pakistan is Rs. l,4 o o  -  4,25o 
(US S 14o -  425) per m^. The best quality of mulberry comes from the Changa-Manga 
forest, situated about loo km south of Lahore. Unfortunately,the resources are lim ited. 
According to reliable information, the forest department is  replacing cut mulberry trees 
by w illow  saplings, which produce a quicker return. The available resources of good qua
lit y  mulberry w ill thus be exhausted within the coming 15 -  2o years.

Cane for the handles of cricket bats and hockey sticks is imported from Singapore. Like 
asbwood, the prices in Pakistan are quite high. The price per bundle of 4o pieces with a 
diameter of 35 -  4o mm is  Rs. l,5 o o  -  2,5oo. A bundle of 25 pieces with a diameter of 
4o -  45 mm costs Rs. l,2 o o  -  l,8 o o . The qua lity, however, is  good. Cane with the spe
cified requirements for sports goods is  only grown in South-East Asia . Therefore, a ll sports 
goods manufacturers around the world have to import the material, so the Pakistan manu
facturers are not at a disadvantage. Cheap quality cane with low prices is  available from 
Bangla-Desh but is  hardly used in Pakistan for sports goods.

Leather for handles and grips is  available at reasonable prices and good quality in Pakistan

Cloth for hardies and grips and thread for bandages Is also produced at reasonable quclity 
in Pakistan. Top quality material with outstanding specification has to be imported. N o r
mally Pakistan made material is used.

Urea formaldehyde and PVA glue Is imported. The prices in Pakistan are about 6 times the 
world market rates, therefore, locally made hide and bone glues are commonly used in 
the Sia lkot sports goods industry. Thequolity of locally made glue is low. Th is type of 
glue is not used anywhere else today. For quality reasons only chemical glues are in use in 
the sports goods industry outside Pakistan.

Paint and lacquers of standard quality are produced by subsidsries of international chemica 
manufacturers in Pakistan. The raw material is  mostly imported, especially qualities like  
oolyester. Both locally produced and imported materials are 2 to 6 times above world mar
ket prices. For low auclity sports goods, locally made shellac, linseed o il and rosin var
nish is used. These surface materials are below international standards.

Transiere labels are locally available, however, at a high cost and a low quality. Most of 
the companies therefore import the required transiere labels.

Sheep gut as weii as plastic filament for the stringing of rackets is available in Pakistan at 
reasonable rates and is of good quality.



-  4 6  -

3 .2 .2  Leather Consuming Sports Goods Manufacturers

The main materials and components u tilized  and processed by the leather working sports 
goods industry in Pakistan are:

-  buffalo ar.d cow hides
-  sheep and goat skins
-  lin ing  material and thread from cotton, a rtific ia l fibers and mixtures
-  chemicals for tanning and coating 

latex and other chemical bonding agents
-  bladders.

Hides and skins are produced in large quantities in Pakistan. Being a major export Item, 
the hides of the best quality are exported, in wet blue condition. Leaving the hides 
of lesser quality for home consumption and creating an a rtific ia l shortage especially of 
the higher quality hides. The Pakistan shoe industry is another big buyer of hides and 
sk in s, consuming the available potential further (see also the study of the leather industries). 
The hides and skins available for the sports goods industry are re lative ly expensive. A 
buffalo butt piece costs Rs. 125 -  16o. Usually 3 - 5  footballs can be made from each 
butt piece, but due to careless skin ing of the animal, some of the pieces have knivecuts, 
resulting in high wastage. The bigger and medium sized tanneries in Pakistan process the 
hide from a green-dry into a wet blue condition, but football leather is not generally pro
duced by the tanneries. The reason for this Is the complicated technology and the re lative
ly  small amount of produced leather required by each individual football factory. Moreover 
each football manufacturer would like  to have his own quality and price. For the tanning 
of good quality, football leather special technology and special equipment (stretching 
frames) are required. None of the available tanneries are prepared to invest into hard 
end software without having an order in hand for at least one years production. It is  esti
mated that 7oo,ooo -  9oo,ooo m2 p.a . of football leather is required by the sports goods 
industry in S ia lko t, however, no manufacturer is prepared to place an order before having 
the sale of balls secured.

In addition, because It  is  not possible to buy the football leather collectively through cn 
association, each football manufacturer processes his own leather. Norm ally the leather is 
bought from tanneries or the market in wet blue condition and is further processed into 
football leather with the more or less available technology and equipment. Some of the 
bigger manufacturers have some of their processing done at the PSIC Leather Centre in 
Gujranv/cla. The fin ish , however, is done individually at each factory. The resuits va»y 
since there are no available standards for football leather quality, some of the exporting 
companies, through tria l and error and with the assistance of their buyers, have reached 
a auality standard thet almost equals European quality. Most of the manufacturers from lack 
of know-how and inadequate equipment are using football leather of very low standards.

In order to reduce production cost, cheap belly and neck learher as well as sp lit leather is 
ccmmcr.iv used In Sia lkot in leather ba'I production. Footballs manufactured from this low 
c u e m c i t r . -  ci car, hardly oe usec even as toys.
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The coating of football leather with a plastic material for high quality balls as practised in 
Europe and USA is not possible in Pakistan. The plastic surface gives the ball a better grip 
and makes it  water resistant. But, in Pakistan the technology and equipment is not avai
lable. The required machinery for such a process is  made for mass production. Installations 
in  a medium size individual unit is  not feasible due to the low u tiliza tio n  factor, high in 
vestment costs and none ava ilab ility  of sk ille d  operators.

Sheep and goat skins are mainly used in the sports goods industry for production of sports 
gloves (ski gloves, etc.) and handle bandages (rackets, e tc .). Sk ins and hides are expor
ted in a large amount in wet blue condition, therefore the market situation is quite 
s im ila r. Good quality skins are d iffic u lt to acquire. However, standard quality skins are 
p. jduced by the existing tanneries. The knowledge and s k i l l  for this is widely distributed 
and proper equipment is  available. Th is , however, does not stop small producers with in 
sufficient know-how and inadequate equipment from producing their own leather. The 
quality,of course, w ill be lower and sk i gloves made from improperly tanned leather w ill 
come apart in no time.

The lin ing and thread for leather bells is produced at a standard quality in Pakistan. The 
material is available in various types and quality and can be made from cotton, nylon or 
a mixture of both. Properly applied this material is suffic ient for balls of better quality.
For top quality b a lls,lin ing  and thread must be imported and is accordingly higher in price. 
Depending on the quality, the lin ing  for footballs (o.25 m )̂ costs Rs. 2 . -  to 4 . - .  Some 
football prducers use second hand army uniforms (cotton d riil)  for the lin ing . A 4o k ilo  
bundle of this material costs only Rs. 5 . - .  Th is  material, however, is unsuitable for lin ing , 
as it  w ill break at the f irs t  k ic k .

Chemicals for tanning and coating are imported mostly from Germany and UK . The prices 
of the chemicals, due to the heavy taxes, are 3 to 5 times higher than in the countries of o ri
gin. An advisory service about type and application of chemicals is only sparsely available 
through the agents of the respective chemical concerns. There is confusion in the market, 
because each company is  advertising their own product as the best. Classification of the 
available products, information for the correct application and type of intended end product 
would help the buyers in selecting the right chemicals for the right materials.

Processing leather is a long and complicated procedure. Consistent results can only be 
reached under controlled production condition. These conditions, however, can hardly 
be reached at the present stage in the sports goods industry. Therefore the leather pro
cessing companies are an easy target for the International chemical companies.

Latex and other chemicals bonding agents are used forglueingthe lining onto the football 
leather. Latex is imported from Burma at world market prices. Chemical bonding agents 
are imported mostly from Germany. The price is almost double the latex price. The che
mical bonding agents have slightly better properties than larex, however, both materials 
are suitable. I 1 was observed that some focrbail manufacturers use locally produced starch 
as a alueina maf'erinl in rnnnpcticn with second hand cotton dr:!! as linina. This llnina Is 
super lucus. she emission of such a lining would have the same effect on the foe‘b a il.
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Football bladders are produced from latex in local rubber factories. Depending on the 
qua lity, the cost is  Rs. 1.5o -  3.5o per piece. The top quality is  good and in conformity 
with international standards. The installed capacity in Pakistan is  not suffic ient to supply 
the demand for bladders. Therefore bladders are imported from Austra lia, Germany and 
Switzerland at a much higher rate, Rs. 3 .o  to 5 .o  per piece.
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3 .2 .3  Terms of Payment

As a rule for a ll imported materials a letier of credit has to be opened. The respective sche
duled bank in Pakistan w ill debit the account of the importer,the day the letter of credit is 
opened thus blocking the working caoital of the importing company for a long period.
There is  a time period of 4 to 9 montns from the opening date of the letter of credit to the 
day the ordered goods are received. On the average, 6 months have to calculated. Customs 
duty is to be paid the day the goods are cleared at port. Almost a ll companies of group I 
are importing their own materials. For the smaller companies of group 2 and 3, who have 
no foreign contacts, import is  mostly done through private traders or the cooperative society. 
Payment is made only at the acquisition of the material, in cash, although at a higher rate 
covering the expenditure and profit of the importers.

For indigenous materials cash Is paid the day of purchase.

In order to mobilize the smaller, normally financia lly weak companies of group 2 and 3, ex
port houses place an order on the basis of advance payment for raw materials. Loss of inter
est, risks and additional profits are added to the cost, however, export bonus are not a l
ways channelled back to the manufacturers. Th is allows the export houses an additional 
profit at the cost of the smaller manufacturing companies.

3 .2 .4  Stocks

A supply of imported raw material stocks are kept by ihe exporting companies of group I and 
the cooperative society for approximately one year's production. Th is is  essential for the 
companies, because it  allows for the ava ilab ility of reserves during a shipping period.

For a ll local materials, with the exception of timber, stocks are kept in supply for orders 
of 3 -  6 months' worth.

Timber is purchased in log form at seasonal auctions by the respective Government agencies 
Natural seasoning is time consuming, therefore timber stores are kept by the companies, 
allowing production of one to two years. For the smaller manufacturers the cooperative 
society is keeping limited stores of cut and seasoned timber. Storage and interest cosrs 
have to be born by the buyers of seasoned timber.

3 .2 .5  Main Problem Area

The main problem area in the sector of materials and component are:

A . Imported Materials

-  procurement of materials
-  complex and intricate foreign marker for the Pakistan buyer
-  comolicated import procedure and high import duty
-  blockage of working capital for long oeriods.



B. Local Materials

-  ava ilab ility  at time of requirement
-  small range of quality and type
-  expected shortage of mulberry timber
-  price based on the international market and not on local costs or conditions.

The procurementof material to be imported isd iff ic u lt for the Pakistan buyer. The market is 
complex and sources are not always known. Q ua lity and price can not always be compared, 
due to communication d ifficu ltie s and unavailability of samples. Su ita b ility  of the offered 
material is  d iffic u lt to judge. Trade connection with UK have been established for almost 
a century, therefore when buying in an unknown market, the B ritish  products w ill get a 
preference. Th is is not always for the advantage of the buyer. Products of better quality 
and for less cost may be available elsewhere but the sources are not known. The complicated 
import procedure, although recently sim plified, s t i l l  creates a problem especially for the 
smaller companies. Bigger/more flexib le and financia lly strong companies work through the 
procedure and face no real problems. The result is  that the smaller companies pay rather 
higher rates to big importers and try to avoid direct imports. Th is  puts the bulk of the in 
dustry at a disadvantage against a few importing companies. The required material must be 
purchased, when available, in the market, irrespectively of quality and price. The impor
ters w ill not se ll the required materials to unwanted competitors.

The import duty is high and adds to the CIF price approx, loo to 15o % . It  is  refundable to 
a certain extend on the export of the processed goods. However, most of the smaller com
panies find the procedure too complicated, or depend on exporters and therefore are not 
benefitting from the refund. On the other hand, the entire sports goods industry is jepardized 
by the financial problem created by the blockage of working capital to be advanced for 
import duty.

Indigenous materials are not always available at the time of requirement. Due to the limited 
market, the quality and type of material available may not be In con formity with the re
quirement. When an export market is available for certain materials, like  hides and skins, 
the best quality is  exported and the local market is only served wirh in ferio r material at 
export prices. A shortage of top quality, mulberry timber is  expected in about 1 o — 15 
years. There are only limited sources available. Th is is already reflected in the steep price 
increases during the last years. Manufacturers and traders of exportable indigenous materials 
orient their prices to world market rates and not to production costs, thus making it  even 
more d ifficu lt for the local industry to compete for the goods, especially when the available 
quality is in fe rio r. Generally it  can be said that a ll materials are available although 
quality and prices may not conform to the requirements. Procurement may also be d iffic u lt.
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3 .3  Monpower, Monogement ond Orgonizotion

3 .3 .1  Monpower

3 .3 .1 .1  Employees by Category

The 43 evaluated companies employ in  total 1 ,728 people. Details are already described 
under chapter 2 .2 .2  ''Classification of un its" and at the tables 1 and 2. An attempt has 
been made on table 16 to aggregate the results of tables 1 and 2 in order to present infor
mation about the total employment figure of the subsector, classified into categories.

The aggregation shows that the total labour force in the sports goods industry consists of 
7,641 people of which 3,o42 or 4o %  are sk ille d  workers, 3 ,929 or 51 %  are unskilled or 
semiskilled labourer and 67o or 9 %  are employed as administrative or technical staff.
Thus, one staff member is  employed for each 9 .6  workers. It is  d iffic u lt to distinguish bet
ween administration and technical staff members. In small industries staff member normally 
carry out dual functions. O n ly the bigger companies can afford to employ exclusive none 
technical administrative staff. The number of apprentices in the industry is also d ifficu lt to 
judge. Trainees are normally not employed by the factory owner but by the sk ille d  worker, 
who teaches the boy the s k i l l  and pays him nominal hand money weekly (Rs. 5 . - ) .  After 
the apprentice has acquired a certain s k i l l ,  he w ill be released by his master and w ill then 
work independently. Up to this point in time the sk ille d  worker, who is employed on a 
piece rate, w ill financia lly benefit from the work of his trainee. Norm ally a boy w ill be
come an apprentice in a trade after completion of five years of schooling at the age of lo . 
The training period is  on the average 2 years, after which he is accepted as a jun ior sk ille d  
worker.

3 .3 .1  .2  Qualification of Staff

There is no known academic qualification of technical staff in the sports goods Industry In 
S ia lkot. About 2 %  of the supervisory staff have had vocational training in one of the poly
technics in Pakistan, th is, however, is inadequate because it  has only been in related 
crafts andnotin their profession. A ll of the employees are trained by job experience In the 
sports goods industry. A few sk ille d  labourers (approx, lo ) were sent to UK for training. 
Some stayed in the B ritish  sports goods industry and did not return.

3 .3 .1  .3 Employment in Terms of Renumerotion Structure

As shown on tables 1, 2 and 16, from the 1,728 employees of the 43 evaluated companies 
only 458 or 26 °o ere regularly employed. l,2 7 o  or 74 %  are working on a contract basis. 
When the sports goods industry is  separated into activity groups, the picture looks cs 
follows (table 17):
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3 .3 .1 .1 :  E S T IM A TIO N  OF TO TA L EM °LO Y M E N T IN  SU B -SEC .O R

Table 16

E m p lo y e e s Contract Worker
l in i ts

Description of Factories Eva
luated

Sub-**
Sector

per
Factory

Sub-
Sector

S k ille d
Semi

sk ille d
Admin.
+ Techn.

on Total 
Employ.

%
Eva
luated

N o. E st.N o . Total Total Total Total Staff %

1 . Factories outside SI defin ition - 3 18o 54o 216 281 43 4o5 75 -

2. Group 1:
Manufacture!s and Exporters

14 28 92 2 ,576 1 ,o56 1,34o 18o 1 ,9o6 74 5o

d. Group 2 :
Manufacturers, Wood

1 2 56 18 1 ,008 363 514 131 695 69 21

4 . Group 3 :
Manufacturers, Leather

17 224 13 2 ,912 1,165 1,485 262 2 ,184 75 7 .6

0 . Household Un its (9)1J 121 5 60S 242 3o9 54 453 75 7 .4

43 432 18 7,641 3,o42 3 ,929 67 0 5 ,6 4 3 74 lo
Total 100  % 4o % 51 % 9 % 74 %

1) These companies are included in group 2 and 3 at the other tables.

2) Source: PSIC , Survey Report Sports Goods Industry, 1979-8o
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3 .3 .1 .3 :  EM PLO YM EN T IN  TERMS OF REN UM ERA TIO N  STRUC TURE
Table 17

Total Employees Regular Employed Contract Workers

Type of Company Eva
luated

Aggre-
gated

Evaluated Aggre
gated Evaluated

Aggre
gated

N o. 0//O N o . No. % No.

1. Factories outside 
SI definition 54o - 25 135 75 4o5

2. Manufacturers, 
and Exporters

1,291 2,576 336 26 67o 955 74 1,9o6

3. Manufacturers, 
Wood

217 1,129 67 31 35 o 15o 69 779

4 . Manufacturers, 
Leather

22o 3,396 55 25 849 165 75 2,547

Total 1,728 7,641 458 26 2,oo4 1,27o 74 5,637
.

1 ) household units included

In the total aggregated subsector, 74 %  o r5 ,637  from a total of 7,641 employees work on 
a contractual basis whereas only 2,oo4 or 26 %  are regularly employed. Staff members re
ceive their wages weekly or monthly. Regularly employed workers are normally paid on a 
daily basis. The entire group of regular employees, staff members, as well as workers re
ceive the benefits of social security, lecve and sick pay. Contract workers do not receive 
any benefits other than their pay for their piece work. In the group of manufacturers using 
mainly wood as a raw material the percentage of contract workers is  69 % , s lig h tly  lower 
than in the learher working industry. Th is may be explained by the higher s k i l l  required 
in the timber industry, thus forcing the entrepreneurs to j iv e  regular employment to sk ille d  
workers. In the leather industry, the stitching of balls is mainly done by home work. The 
home workers are on contract and paid on a piece rate. The homeworkers account only 
partly for the high amount of contract workers. Payment of a higher rate per piece to the 
contract workers makes the system mere attractive to the workers, but the high percentage 
of contract workers in the industry benefits the entreprsneurs the mest. The practise of ter
mination of contract workers without notice or financial compensation is  possible, which 
reduces the risk  of loss for the entrepreneurs. O nly when there is an order to be fille d  
workers are employed and paid. W ith this system, the factory owner is not forced to look for 
orders or accept unattractive orders.

The disadvantages of the contract worker system in the industry cannot be overlooked. The 
contract v-orker w ill leave his job whenever a higher piece rate is offered elsewhere. The 
skill acquired in a faciorv and the Knowledge is lost.
On the orher hand, niece rate wcrcers bring their own tocls and technology. Using ether 
techniques ci working cn mcchines, as a ruie is nor accented by the workers, thus develop-
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ment is hampered and the entrepreneur is prevented from making any investment into 
machinery. Th is keeps the technology in the industry low and lim its the product range to 
the traditional items.

The entrepreneur is thus forced to be a trader in raw material, because only the material 
and workshop fa c ilit ie s are provided by the factory owner, a ll other jobs are done by the 
contract worker. Interference by the manager or factory owner in production steps, tech
nology or quality of work is  not accepted by the contract worker. Th is  forces the manage
ment into inactiv ity as far as development of technology or diversification of product 
range is  concerned. Improvement of quality is  not possible because only v isib le  control 
of completed items can be carried out. Mistakes made during production are hidden.
Some companies have started to force contract workers, even for stitching the footballs, 
into the factory workshops in order to get better quality control.

Even the contract worker w ill loose in the long run. I f  illness or old age prevents him from 
working., he w ill receive no compensation. The contract worker is not entitled to leave, 
pension, or any other social security.

A few of the bigger manufacturers and exporters have recognized the disadvantage of con
tract workers and are trying to abolish the system, especially in view of mechanization, 
development of new technology#and improvement of quality. However, they find it  d if f i
cult to persuade the labourers to accept regular employment.

3 .3 .1 .4  Labour Productivity

1)
The productivity (sales) per employee can be seen in table 18. On the average, 4o worker; 
are employed in the 43 evaluated companies. In 1979 -  198o, the value of goods sold per 
employee was Rs. 48,59o. Compared to the sports goods manufacturers in Europe, this 
figure, equivalent to US S 4,86o is  low and even below the average salary of sk ille d  la
bourers.This reflects the situation of the sports goods industry in Pakistan. Due to low level 
of technology, low education of management and labour,and production of low quality 
traditional items; the productivity per employee is below acceptance. The highest rate 
productivity is  reached by the croups of companies having an export outlet.

22 %  of these companies have a total sale per employee above Rs. 35,ooo, 64 %  above 
Rs. 4 5 ,0 0 , 7 %  (one company) above Rs. 55,ooo and 7 %  (one company) above Rs. 65,ooo. 
The average sale p a. of this group is Rs. 5o,822 per employee. In group 2, manufacturers 
in the timber line,a sale per employee above Rs. 15, ooo was reached by 33 .5  %  of the 
companies, 8 %  reached a sale above Rs. 25,ooc, 3 %  reached a sale above Rs. 35,ooo, 
a sale above Rs. 45,ooo was reached by 33 .5  %  of the companies and 17 %  reached a 
sale per employee cbove Rs. 5 5 ,oca. The average sale per employee is Rs, 4 7 ,2 C5, s lig h tly  
lower than the group I,exporters. The group 3 , leather working manufacturers, have the 
lov/esr productivity with an average sale p .a . cf Rs. 32,8o5 per employee. 35 °o of this 
group reached on average total sale per employee above Rs 15,ooo, 35 %  coove Rs.25,ooo, 
13 %  above Rs. 35,oco and 12 %  above Rs. 45,oco. From these figures It is clearly seen 
that the year'si79-8o) average sale per e t r , p \ o y e e  of Rs. 48,59o is high for most if  the com
panies in me subsector.

1) see Tables 1 s-c 2



3.3.1 .4 : P R O D U C T IV IT Y  PER LA B O U R
Table 18

Descrip tion  
o f Companies

Com-
T u r n o v e r  / E m p l o y e e

pany
To ta l

'ooo
15

Rs.
-  2o

'ooo
26

Rs. 1 'ooo 
■ 35  1 36  -

Rs.
45

'ooo Rs. 
4 6 -  55

'ooo Rs. 
5 6  -  65

'ooo Rs. 
6 6 - 7 5 Average

N o . comp.
no.

o//o
comp.

no. % comp.
no. % comp.

no. %
comp.

no. % comp.
no. % Rs. %

G roup 1 
M anufacturer 
and Fxpoi ter

14 - - - - 3 22 9 64 1 7 1 7 5 o ,8 2 2 lo o

G :oup  2
/Manufacturer,
Wood

12 4 3 3 . 5 i 8 1 8 4 3 3 .5 2 17 - - 4 7 ,2 9 5 lo o

G roup 3
M a nufa c tu re r,
Leather

17 6 35 6 35 3 18 2 12 - - - - 3 2 ,8o5 lo o

To ta l 43 lo 24 7 16 7 16 15 35 3 7 1 2 4 8 ,5 9 o lo o

Ln
Cn



3.3.1.5 Availability of Skilled and Unskilled Workers

In the sports goods industry in S ia lkot sk ille d  and unskilled labourers are s t i l l  available. 
There might be seasonal shortages especially of sk ille d  workers in times of hausse in the 
industry. Due to the system of contract worker, however, workers are always available at 
higher piece rate. There is an absolute shortage of trained machine opera tors,however.

3 .3 .1 .6  Fluctuation

The fluctuation of regular employees (staff members and labourers) is  sm all. Once in a w hile , 
when a higher salary or better working condition is  offered, a regular employee w ill change 
his job. Highly qualified machine operators may change the ir jobs more frequently due to a 
real shortage in this fie ld and tempting offers from competing companies (asplitting 
machine operator was offered a job at Rs 2,5oo p.m. plus an interest free loan and fringe 
benefits).

Contract workers change companies frequently. Normally after completion of a job, a new 
job is  accepted from another company. The rate of fluctuation may be 2 -  3 changes p .a . 
in this category of workers.

3 .3 .1 .7  Training Requirements andFacilities

Training institutes exclusively for tne :,;or:s t_jods industry in Pakistan are not available.
The leather and Footwear Training Institution Gujranwala offers training in leather tech
nology. Basic training in tcnning is availab'e, but the processing of football leather is  not 
taught at Gujranwala. The know-how available at the Institute is not suffic ient enough ro 
teach this subject. The s k il l  of the trainees taught at the Sports Goods Service Centre in 
Sia lkot has only a limited value since the equipment and machinery available at the centre 
are outdated and not in conformity to today's requirements of the Industry.

Training fac ilities especially for technical staff and machine operators are urgently required.

The possible introduction of an advanced technology in the industry w ill be hampered by 
the non availability of trained technicians and machine operators. The training of sk ille d  
labour must come from the industry itse lf. The training of higher s k i l ls  should come from 
an institute. The possible re-implementation of the Sports Goods Service Centre Sia lkot 
or the creation of another training institute should be evaluated separately and is outside 
the subject matter of this report.
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3 .3 .2  Management

The motivation and business intention of the management in the sports goods industry in Pa
kistan is  high. However, the main efforts are streamlined in the direction of trade and a 
quick return. Long term business relationships are generally not fostered. High profits 
from one order have p rio rity  over production of  quality goods and continuous orders with 
more average returns. Th is policy generally found in the Pakistan sports goods industry 
is  reflected also in the management of the factories and verified by European importers and 
business partners. A fa ir participation of workers in the gained profits is avoided. The 
system of contract workers in the industry is  one of the results of this policy. Investment 
for machinery and equipment w ill be made only i f  high quick returns are expected and not 
as a long term planning policy.

The improvement of quality or diversification of product range has no p rio rity  in  the plan -  
ning policy. Most of the factory owners have administrative experience or economic quali
fications, therefore workshop management is  left to staff members, whose qualifications 
leave much to desired.

O f course, there are always exceptions. A few factory owners and managers, especially in 
the group of exporting companies, have good entrepreneurial experience and try to break 
out of the vicious c irc le . They have established good business relationship with foreign 
companies and the brand names of their products are internationally accepted. The result 
of their correct long term business policy is  already reflected in their export figures. 6 .5  %  
or 28 companies from the sports goods industry export 4o -  5o %  of the total sports goods.

3 .3 .3  Organization

Almost a ll of the companies evaluated have an accounting and record keeping system. 
However, for most this does not exceed a single entry cashbook and a diary with the entries 
of items delivered by contract workers and record, i f  available, of daily paid workers. The 
exporting companies of group 1 maintain almost exclusively a proper bookkeeping system 
with double entry. Balance sheets are prepared by internationally recognized accountants 
and were made available to the author for evaluation.

Factory organization is weak throughout the sub-sector. A work preparation department was 
not found in any of the evaluated companies. Some companies have a work preparation 
system, although the system did not seem to be very effective. Material was not available 
when required, unnecessary wastage of material was not eliminated, strict laoour control 
could not be enforced and the u tiliza tio n  factor of machinery was low. However, it  must 
be mentioned that the system of contract workers makes factory control almost impossible.

The sk ille d  labourers in the sports goods industry are all specialized in their respective fields 
and crafts. A hockey stick maker cannot make a ten- :s racket and a football maker cannot 
make boxing gloves. Therefore the exchange of skil.r-H  iabour is  not possible. Motivation 
is given to the labourer only byoiece rate payment. However, these labourers do not accept 
regular working hours. They may work 4 , 14, or o hours a day and w ill be paid on delivery 
of their completed orders.
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3 .3 .4  Moin Problem A reos

The nain problems of manpower, management and organization are:

-  low labour productivity
-  non-availability of a trained technical staff
-  high amount of contract workers resulting in high fluctuation
-  non-availability of a training institution
-  short term planning by management
-  lack of real incentives for labourers
-  poor work preparation
-  lack of workshop organization.

The low labour productivity has been described before. The problem is  a managerial problem 
and can only be solved by investment in machinery and equipment according to the require
ment of the industry and through introduction of factory organization and execution of 
stric t labour control. Work pn paration departments must be established in the factories 
and each job preplanned before execution.Mo real change in the situation can be ex
pected until the management carries out industrial long term planning and the p rio rity  
given to high, quick returns is  altered.

The  shortage of trained technical staff can only be overcome by the establishment of training 
institutions. Technology transfer is vital to the sports goods industry. If  technological Know
ledge and s k i l l  cannot be transferred to S ia lko t, the industry is doomed to die.

The high amount of contract workers is not only a problem for the industry, but a social 
problem as w e ll. Loyalty to the employer cannot be expected from c contract worker. The 
development of the industry is  not possible when workers in sist on using traditional work 
methods and resist any form of factory organization. As the re lative ly high income of the 
contract workers is not invested into the social security system and in old age, the contract 
worker w ill be a burden to community.

The problem cannot be solved from outside. A solution must come from within the industry 
and society.
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3 .4  Demond ond Marketing

3 .4 .1  Demond

There is a huge demand for sports goods a ll over the world. In industria lized countries the 
demand is  steadily increasing. Due to a decrease in working hours in these countries there 
is  generally more free time for most of the population to become interested in sports.
Sport activities are propagated through mass media for the improvement of health as well 
as for recreation. For most of the sport activ ities, sports goods are required. There are two 
major groups of sports goods items:

-  professional sports goods
-  non-professional sports goods and toys.

The de nand for professional sports goods is limited to competitive players, teams and mem
bers of sports clubs as well as the average person. The quality of these items has to be high 
and the price is  accordingly.

Beginners in a game and people not organized in a club who want to play for fun only, nor
mally buy non-professional sports goods which are lower in price and qua lity. However, 
even these items have to withstand normal play and should not break easily . Toys Gre of
the lowest quality and mostly used by children. Specifications of these items do not have
to be in conformity with international standards (s ize , weight, e tc .), although they should 
be durable and useable for their intended use.

The difference between the two major groups of sports goods is  floating, beginners sometimes 
w ill buy a high qua lity, expensive, professional item in order to prove their a b ility  and 
some well-tra ined sportsmen may purchase items of lower quality in order to save money.

The two basic groups of sports goods items are further classified into various sub-groups 
according to the usage of sports items. Besides others, the two main sub-groups are:

-  sports goods mainly used in the summer for outdoor use
-  sports goods mainly used in the winter for outdoor use.

Although there is a big market potential, Pakistan is  not producing any outdoor winter 
sports goods. The market survey is therefore concentrating on outdoor sports items to be 
mainly used in summer.

The main outdoor sports items produced in Pakistan ere:

Prices achieved fob US S
-  a ll types of leather balls (main item: footballs) ?  . 0 0  -

ooi
n

-  tennis and squash rackets 1.8o - 15.oo
-  badminton and other rackets 2.oo - 12.oo
-  hockey sticks o.3o - 1 .oo
-  cricket bats C

O o 0

1 12.oo
-  sporting gloves 1.00 - 6 . 0 0
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3 .4 .1 : IM PO RT OF SELECTED SPORTS GOODS ITEM S IN TO
EEC C O UN TR IES 1979________________________________

Table 19

mil I ion US S
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On table 19 the import figures of selected sports goods items into European Economic 
Community countries are shown.

The imports in 1979 are a multiple of the Pakistan exports (see table 2o):

3 .3 .4 : IM PORTS OF SPORTS GOODS IN TO  EEC C O UN TR IES ]) 1979

Table 2o

Items
Total import into 
the 9 EEC countries 

('ooo US $ )

Total export Pa
kistan into these 
countries ('ooo US $ )

katio
Pakistan Exports into 

EEC
TQtal EEC Imports

1. A 11 types of 
leather balls

93,137 14,21o 0.152

2. Tennis and 
squash rackets

58,o63 2,567 o.o44

3. 3admin*on and 
other rackets

19,923 148 o.oo7

4 . Sporting gloves 19,925 2,o51 o .lo 2

5 . Cricket bats 1,674 356 o.212

Total 192,722 19,332 o. loo

Table2o shows only the import of the 9 EEC countries. Other European countries, the en
tire  Eastern block countries, USA , Latin American countries, Canada, Australia are big 
markets of sports goods items. The market demand for sports goods is s t i l l  increasing a l
though not necessarily for these traditional items, but for various more fashionable 
items like  home gym equipment, water sporting artic les, body building equipment, etc. 
which are not yet produced in Pakistan.

The quality of sports goods required by the international market is d iversified. There is  a 
requirement for low quality goods to be sold as toys, however, at a very low rate. Even 
the low priced goods have to sustain certain quality standards. For quality items high 
prices are obtained, especially for high quality goods, for which there is  a market open
ing. The market for outdoor sports goods is  a seasonal market. Since a ll ordered items must 
be at the shops by spring time, orders are generally placed a year ahead.

The Pakistan local market is re latively small and has lit t le  importance to the sports goods 
industry in S ia lkot.

1) Source: German Statistical Office, Wiesbaden 
IMPORTS 1979
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3 .4 .2  Marketing

3 .4 .2 .1  Description of Market

The development of the Pakistan export market for the last 3o /ears is  shown on table 4 
in chapter 2 .2 .2  "C lassification of industry". From 195o to 1956 the export figure re
mained almost stable at US $ 1 m illio n  and doubled to 2 m illio n  in 1959. In the next 11 
years a steady increase of sports goods exports can be seen. In 1971 the export figure 
reached a value of US $ 7 m illio n . An almost unbelieveable hausse of the Pakistan sports 
goods industry followed in the next 4 years, almost trip ling  and reaching a value as high 
as US $ 2o.5 m illio n  in 1975. As expected, the Sia lkot sports goods industry could not 
maintain the gain after such a {unrip. The value of exports fe ll back to U S $ 19 m illion 
in 1976, and is  slow ly recovering after the slight stagnation reaching a value of US $
22 .2  m illion  in 198o.

The steep increase of exports value from 1971 to 1974 cannot be ecsl’y explained. In 1972 
the Pakistan Rupie was devaluated by almost 5o % . The rate of exchange per 1 US $ was 
changed from Rs 5 .2o  to Rs. lo .o o . In order to avoid the influence of devaluation, a ll 
figures on Table 4 are shown In US S . The respective Rs. figures are given on table 21. 
The picture remains almost unchanged. One of the explanations might be, that due to 
relaxation of import restrictions after devaluation, urgently needed raw materials could 
be imported and the industry was in a position to u tilize  the existing potential to a higher 
extent. It Is  also possible that a steep increase in demand of sports items occured in the 
international market simultaneously with the devaluation of Pakistan currency. Th is, how
ever, is an assumption and can not be confirmed.

Although the figures look very impressive showing a strong potential for the sports goods 
industry In S ia lko t, table 22 changes the picture completely. The development of exports, 
for the major sports items from 1973 to 198o areyiven on this table. O nly one export item, 
leather balls, progresses during this period. A ll other export items are either stagnant or re
cord a strong decline. The export value of leather balls increased from US S 5 .5  m illion 
in 1973 to US $ 13.2 m illion  in 198o. Tennis and squash rackets declined in e>^ort value 
from US S 5 .3  m illion  in 1975 to US S 2 .3  m illion  in 198o, sim ila r to the squcsh rackets 
that declined from US S 1 .4  m illion  in 1975 to o.25 m illion  in 198o.

In general the decline in rocket export does not come as surprise. Substituting well tested 
timber like  ash and beach wood with untried materials like  w illow  and maple wood did 
not impress the foreign importers nor the buyers. The traditional workmanship of racket 
making In Sia lkot could not be improved over the years. S t i l l  using traditional methods, 
the Pakistan rocket producers were helpless when the industry in Taiwan, Belgium, Ireland 
and Hungary installed mass production plant: for racket production, offering the buyer 
rackets in conformity with international specification: of consistent quality and at lower 
price. The market is lost and it  w ill be d ifficu lt for the sports goods industry in Pakistan 
in spite of the high demand in the market, to regain their position.

HocKey sticks could maintain their marker position. Although many smaii units went out 
of Dusiness due to low quality, some of the exporting comoanies could make up the d iffe r
ence at ieast in value by Increasing production or high quality hockey sticks.



г

- 63 -

3 .4 .2 .1  EXPORT OF SPORTS GOODS FROM PA K ISTA N  1947 -  198o

Table 21

m illio n  Rs.

25o -  
24o —
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EXPO RT of SPORTS GOODS ACCORDING to ITEM S Table 22
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The export number of particularly low quality hockey sticks decreased. The export value of 
cricket bats went up and down. A t present a down trend is  v is ib le . Due to present tria l 
operation using Pakistan grown w illow  in some companies, it  is  hoped that the down trend 
can be stopped and a future increase w ill be seen. Export of sports gloves and unspecified 
items records a small increase in value, thus showing that the exports in volume have been 
stagnating since 1976. In order to increase qua'ity and maintain present prices, the mechani 
zation cf the industry is  a must.

It is  feared that the optimistic curve of leather ball exports w ill go into a decline as w e ll.
The generally low quality of balls w ill prevent many fore:gn buyers in the long run from 
using Pakistan's products. O nly the low price (approximately US $ 2) is keeping the leather ball 
exports a live . However, to maintain th is low price is  not feasible for the producers and an 
increase is  essential. W ith o r' an increase in quality a higher price w ill not be acceptable 
to the foreign buyer. In the uture he w ill order his balls from Taiwan or another country 
offering with the higher price a better qua lity.
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3 .4 .2 .2  Marketing Mechanisms

About 28 companies of group 1 have an export outlet mostly to importers abroad. From these, 
approx, lo  companies maintain stores abroad or have an arrangement to use the stores of foreign 
wholesale dealers. A ll other , approx. 4oo,sports goods manufacturers depend on one or more 
of the 615 registered exporters in Sia lkot for sale of their products. Although most of these 
exporters are inactive, there are enough companies to create cut throat competition between 
exporters and producers. One of the market praxis of the bigger export houses is  to hold back 
on orders from the manufacturers for a long time period. Samples are requested from a variety 
of the smaller companies who are in urgent need of work and depend on orders to keep their 
company going.

After quite a few factories are without jobs in Sia lkot and entrepreneurs have to release even 
the ir regular employees, then prices are negociated. Each factory owner asking for work w ill 
be told by the exporter that another company can produce the items even cheaper. A fter 
quite a number of manufacturers are almost ruined by the lack of work and prices are suffic iently 
low, huge orders are thrown into the market, creating a shortage of labour and an increase of 
labour cost. The already financia lly weak manufacturers have to be mobilized, so the export 
house w ill advance raw material. In order to cover interest, r isk , and additional p rofit, the 
prices w ill be above market rates. The export bonus increases the profit of the exporter leaving 
the manufacturer with a very small margin or working at a loss. The manufacturers in return are 
using even cheaper raw marerial as specified and try to save on labour cost.

Some of the producers tried to break out of th is vicious circle by obtaining direct export orders 
but were discouraged from doing so by exporters who were exerting pressure on them in raw 
materials and who were undercutting the orders already obtained from foreign buyers.

The Association of Sia lkot Sports Manufacturers and Exporters is  controlled by the exporters 
and does not help the manufacturer.

Normally exporters obtain their orders by exhibiting at international fa irs with the fin a n r: 
and technical assistance of the "Export Promotion Bureau" . Sample pieces of good quati 
generally exhibited. Prices are negotiated and the orders received from importers, whole... _ 
dealers and distributers. Over a period of time some companies have established market contacts 
with foreign companies. These exporters w ill not v is it  the international fa irs but w ill receive 
regular orders from their respective buyers, provided quality, price and time of delivery are 
kept in accordance to contract.

3 .4 .2 .3  Prices

Prices are n o r m a l l y  set in accordance to the market conditions and not according to quality 
or cost once. This market praxis results in low prices and even lower quality. Whenever cost 
prices are met end the quality is delivered accordingly, both buyer and seller benefit and 
orders will be repeated. A  few companies have started to work according to this principle 
and found a big d e m a n d  in the market for quality goods at reasonable prices. Producing countries 
like United Kingdom, Germany and Belgium are going out of the market due to high labour 
cost creating a market opening for high qualify goods, which has not been filled yet.

I '  Source: PS IC , Survey on Sports Goods i?79  - So



3 .4 .2 .4  Competition

There is  strong competition between the manufacturers of sports goods in S ia lko t. The installed 
capacity cannot be tota lly u tilize d  by the available orders since every manufacturer wants to 
have h is market share, undercutting of prices is  commonly done resulting in a steady decrease 
of quality. Th is  unhealthy competition is  promoted and developed by some of the exporting 
houses for their own benefit. Any extent of unity between manufacturers is  destroyed in the 
beginning by excluding these companies from further orders. Association of manufacturers is 
brought under control by the exporters. Since most of the manufacturing companies depend on 
the exporting houses for work and are also under their financial control, breaking out of the sys
tem by the company w ill almost certainly be followed by bankruptcy. In conclusion it  should 
be said, that there are too many small companies with insufficient financial means operating 
in S ia lko t, it  is forseen that some of them w ill be absorbed by the larger companies.

The companies with direct export outlets compete against oneanother in the export market but 
normally cooperate at home. In times when orders are above capacity, jobs are given to com
peting companies. Between proprietors business problems are discussed, imported materials 
exchanged and sometimes even technical know-how obtained abroad is passed on to compe
tito rs.

The domestic market is  completely separated from the export market. There are companies spe
cia lized only in the local market, which requires high quality products for professional use only. 
The prices for these goods are accordingly high. Due to the limited number of companies and 
high specialization,there is no high market pressure between companies competing in the do
mestic market.

In the export market, Sia lkot exporters face tough competition. Pakistan made sports goods 
have generally developed a name of low quality, and are mainly used in the toy market.
Prices offered for these products are at the lowest level. Due to the enormous number of re
gistered exporting firm s in Pakistan, potential buyers get confused and would rather pay higher 
prices for better quality to more reliable companies from other countries. O n ly a few bigger 
S ia lkot sports manufacturers have developed sports goods of good quality and specifications 
under a brand name. Other manufacturers change brand names with each consignment, not 
bothering about quality or specification;. In case of quality complaints by the consumer the 
so called "table exporters" disappear and re-open under a new name, leaving the cheated 
customer no chance for compensation. A ll these practices have brought the name of Pakistan 
Sports Goods down in the international market. On the other hand, with the exclusion of 
hockey sticks, sports goods of top quality cannot be produced in S ia lko t. The technical equip
ment, know-how and fiancial means are not yet available in S ia lko t, thus restricting the industry 
to producing goods of medium to lower quality.

The main competing countries of sports goods are:

-  Taiwan,
-  Hong Kong,
-  India,
-  Japan,
-  South Korea,

Hungary,
United Kingdom,
Germany,
Belgium.
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Since certain production steps in sports goods production are s t i l l  done by han<4manufacturers 
in Germany, U K , Belgium and Japan, who are known for their high quality products, are 
facing out of the market due to the high labour cost. The market opening has to be f ille d . 
Taiwan, Hong Kong, South Korea and Hungary are re lative ly new in the sports goods business 
but have already established a name of re lia b ility , consistency and products of reasonable 
cost.

Most of the former Pakistan consumers were lost to these countries, despite the higher prices. 
Sports goods made in India are not much better than Pakistan products. The prices however 
are even lower than Pakistan's,especially of the leather goods.

3 .4 .2 .5  Market Potential and Development Prospects

A market potential for both, top quality and medium to low qua lity, sports goods is  available. 
Th is is  shown on tables 19 and 2o imports into EEC of selected items. The total Pakistan 
sports goods production is only lo  %  of the imports into 9 EEC countries, revealing a wide 
area for development.

Pakistan has the traditional s k i l ls  and most of the raw materials needed for sports goods 
production. The present condition of the Sia lkot industry could be improved through marketing 
and financial assistance, the transfer of technology, and the investment into the latest re
quirements of the industry. The potential of the Pakistan sports goods industry is  high and 
could be developed provided the correct measures are applied.

It is anticipated that sales of sports goods w ill increase by 8o %  within the next 5 years. 
Pakistan could again be one of the world leading sports goods producers.

3 .4 .3  Main Problem Areas

The main problem areas of Pakistan's sports goods industry are:

too many exporters, confusing the market,
limited,traditional range of products,
low quality of products, resulting in low prices,

-  non-availability of standards or brandnames,
-  uneven quality between items of the same batch

delivery of goods that are not in conformity with the sample and not w ithin the 
specified time period, 
bad packaging,
non-availability of telex or telephone.

There are too many exporters without the required qualifications operating in the market. These 
people promise a potential buyer everything from quality to exact time of de livery, which is 
sometimes unrealistic and cannot be kept by the producer. When complaints are later estab
lished, some exporters w ill disappear and re-open their business under different name, thus 
giving a had name to the Pakistan sports goods industry.
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A diversified range of products would provide a wider market. Some of the traditional items 
are not gaining in popularity, whereas other newly developed sports items (surfing boards) 
are.

Pakistan is  known for its production of medium to low sports goods quality. By mechanization 
of the industry and by a better selection and processing of materials better,quality could be 
produced. The know-how for such mechanization is  not available right in Pakistan but could 
be imported. A lso Pakistan sports goods are generally not introduced in the market under certain 
brand names. Producers should be forced to use brand names in order to become known and 
establish a name in the market. The sports manufacturers together with the leading exporters, 
the Export Promotion Bureau, PSIC and other government agencies, should establish quality 
standards for sports goods in order to guarantee a standard quality. Testing of sports goods is  
another measure to guarantee qua lity. The practice of providing f irs t  class samples and then de
live ry  of goods not in conformity to the samples has to be stopped either byselfcontrol or by 
pre-shi Trrient inspection by a government agency.
The packaging of sports goods from Pakistan is not very attractive and should be improved.
As a ru le , there are always delays by shipping agents, custom authorities and others, resulting 
in late delivery and loss of sale by the importers. Establishment of stores abroad might be an 
answer.

Sia lkot has no international connection means. Telex connections are not available to the 
exporters and the telephone system is so overloaded that even a trunk call is  not manageable. 
Telegrams arrive days late.

3 .5  Investment and Financing

3 .5 .1  Estimated Total Investment of Subsectors

The total investment of the 43 evaluated companies amounts to Rs. 6o .4 m illio n . Details can 
be seen on table 3 . Table 23 below estimates the total investment of the subsectors.

3 .5 .1  ESTIM A TED  TO TA L IN V E STM E N T OF SUB-SEC TO RS ('ooo Rs.)-----------------------------------------------------------------------------------------i--------------  Tab|e 2 3

Evaluated Tota l Estimates in SuDsecfor

Group o f Factories Total
Investment

Rs.

Investment 
per company 

Rs.

N o .'* Tota l Investment 
Rs.

1 . Manufacturers and 
Exporters

14 48 ,51 o 3 ,4 6 5 28 97 ,o 2o

2 . M anufacturer!,W ood 12 7 .945 662 56 37 ,o 72

3 . M anufacturers, 
Leather

17 2 ,9 6 3 233 224 5 2 ,1 9 2

4 . Household U n its '9 ) 1’ - 35 121 4 ,2 3 5

T C T A L 43 oo,423 d t 4do 429 1 ? o ,5 !9

1) 3 c«mean¡es outsiae 31 ars not considérée. 

2 nc . ''?a in orouos 2 * 3
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Classified into types of investment, the picture appears as follows:

3 .5 .1 : C LA SSIF IC A TIO N  OF TYPES OF IN V E STM E N T
Table 24

Group o f Factories
N o .

Tota l Investment o f Subsector (ooo1 R s .) Tota l
Investment

Ratio
Fixed Assets/' 
W ork ing  Capital

Land +  Bull 
Rs.

ding
%

Machin
Rs.

ery
%

W o rk ing  Co 
Rs.

oital
%

1. Manufacturers and 
Exporters

28 3 3 ,9 5 7 35 6,791 7 5 6 ,2 7 2 58 97 ,o 2o 0 .7

2 .  Manufacturers, 
Wood

56 1 8 ,5 3 6 5o 2 ,5 9 5 7 15,941 43 37 ,o 72  • 1 .3

3 . Manufacturers, 
Leather

224 3 2 ,3 5 9 62 4 ,6 9 8 9 15 ,135 29 5 2 ,1 9 2 2 .4

4 . Household U n its 121 2 ,7 5 2 65 5o8 12 975 23 4 ,2 3 5 3 .3

T O T A L 429 8 7 ,6 o 4 46 14 ,592 8 8 8 ,3 2 3 46 19o,519 1.1

According to tables 23and 24, Rs. 19o.5 m illio n  are invested in the subsector.
From the total estimated number of 429 factories, 28 have a share of 51 %  (Rs. 97 m illion) 
of the investment in the subsector.

Classified according to type of investment, on the average the subsector has invested 46 %  
into Land and Bu ild ings, 46 %  into Working Capital and only 8 %  into machinery.
W ith such low investment the poor state of technology is  clearly v is ib le .

3 .5 .2  Capital Structure

3 .5 .2 .1  Ratio Fixed Assets /  Working Capital

The ratio fixed assets /  working capital has been worked out on table 25 for the 43 evaluated 
companies. 17 companies (4o % ) have a ratio between o . l and o .4 . 7 companies (16 %) 
have a ratio betv/een o .5 and o.9 and 19 companies (44 % ) have a ratio above 1. The average 
ratio of the 43 companies is o .8 .

For the entire subsector the aggregated value fixed assets/workina capital comes to a ratio 
of 1 .1 .

The classification of factories into groups of activity reveals the complete picture. Whereas 
group 1, manufacturers and exporters, has an average ratio fixed assets/working capital of c .7 , 
the manufacturer: using mainly wood as raw material come to an average ratio of 1.3 and the 
ratio of leather goods manufacturers is on the average 2 .4 .  Due to the generally weak finan
cial position of these groups, ail experience a shortage of funds.



Table 3 .5 .2 .1 :  RA TIO : F IX E D  A SSETS  /  W O R K IN G  C A PITA L
Table 25

Group of Factories N o .
Ratio Fixed  Assets / W o rk i ng Capital Average

o . l -  o . 4 o . 5  - o . 9 l . o  -  1 .9 2 . o  -  2 . 9 3 . o -  3 . 9 4 . o  -  5 . 9 6 > Ratio

1 . Manufacturers anri 
Exporters

14 5 2 3 2 - - 2 o .7

2 . Manufacturers, 
Wood

12 4 3 3 1 - - 1 l 3

3 . Manufacturers, 
Leather

17 8 2 - 2 3 1 1 2 .4

T O TA L 43 U 7 6 5 3 1 4 o .B

lo o  % 4o % 1 6 % 14 % 12 % 7 % 2 % 9 % -
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Therefore spot purchases of material oven at a ? igher price is  done as a ru le . After the order is 
complete, the exporter normally pays for the goods in cash. Out of these reasons, the working 
capital can be kept low, when compared with other groups.

3 .5 .2 .2  Pebt/Equlty Ratio

The debt/equity ratio for the 43 evaluated companies has been worked out on table 26. 
lo  companies (24 %) have no loan at a ll.  5 companies (12 % ) have a debt/equity ratio 
of 1.1 -  2 . S ix  companies (14 % ) have a ratio between 1 .0 -  1 .9  and 22 companies (5o %) 
have a ratio below o .5 . The average debt/equity ratio of a ll 43 evaluated companies comes 
to o .29 .

Classified into groups of companies shows again a different picture. The manufacturer and 
exporter have an average debt/equity ratio of o .33 . A ll companies of th is group are financing their 
activ ities partly with loans. The group of manufacturers working with timber have a mean 
debt/equity ratio o fo .2 7 . Five companies (42 % ) of this group have no loan at a l l . Group 3, 
leather working sports goods manufacturers although being the weakest group throughout 
have a mean ratio of o .14 . The figures prove the d ifficu lty  of small manufacturers in obtaining 
loans, however show that the sports goods industry is  generally financia lly sound.

3 .5 .3  Sources of Funds

In the sports goods industry various sources for short term capital are available. The most common
ly  tapped source is a combination of two systems, " B i l l  Purchase" by the scheduled banks and 
an "Export Refinancing Scheme" by the State Bank of Pakistan. After the export of goods, the 
shipping documents are turned over to the respective house bank. The bank w ill finance the whole 
export expense at an approx, interest rate of 13 %  . In order to make exports more attractive, 
the State Bank of Pakistan w ill refinance the bank for the total value w ithouinterest for 9o 
days. Th is is then made available to the original exporter at a service charge of 3 % , how
ever the money must be repaid within 9o days. In case the money is not re-paid within the 
specified period, the house bank w ill take over the financing and charge the normal interest 
rate. No other collateral besides the shipping documents is  normally required.

Th is loan, however, is only available to direct exporters. Manufacturers delivering their goods 
to export houses are not benefited by the Export Re-financing Scheme. Most of the export houses 
therefore mobilize small companies after issue of orders. Raw material is provided, and interest 
free cash for the day to day expenditure is given to the entrepreneur. Th is, however, makes the 
smaller companies directly dependent on the export houses.

The scheduled banks finance working capital at an interest rate between 13 and 13 % .  The 
collateral required is 2 to 3 times than the loan, land end buildings only are accepted for 
mortgage. This again excludes many of the small scale industrialists.

Another possibility to obtain loans is to mortgage materials in a bank go-down. The bank will 
release the Material only for cash payment. This is normally not possible for smail industries.



ToMe 3 .5 .2 .2 ; D E B T / E Q U IT Y  RA TIO
Table 26

Group of fac to ries N o . Debt /  Equity Ratio Average
no. Loans o .5  -  o .9 l . o  -  1 .9 2 . o - 2 . 9 3 . o  -  3 . 9 4 . o - 5 . 9 6 . o  -  9 . 9 l o  > Ratio

1 . .Manufacturers and 
Exporters

14 - 2 4 1 1 l 2 3 0 . 3 5

2.  Manufacturers, 
Wood

12 5 - 1 1 - 2 1 2 o . 2 7

d. Mcmufoctureis, 
Leather

17 5 3 1 ' 1 2 2 - 3 o . 14

TO TA L 43 1o 5 6 3 3 5 2 8 o . 2 9

loo % 24 % 12 % 14 % 7 % 7 % 12 % 5 % 19 % -

i
c*>
i
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From the evaluated 43 companies 33 or 76 %  had a short term loan. A ll of the 14 companies 
of group 1, exporters, were making use of the Export Refinancing Scheme.

From the remaining 29 companies, lo  (34 % ) had no loan at alland the other companies had 
either advances from export houses for jobs pending or had short term loans from relatives. 
Hardly any had a bank loan.

Long term capital is  not used by any of the evaluated companies. Even land and buildings 
are financed with short term capital. Companies established at the small industries estate 
benefit from their hire-purchase system for the required plot. The acquired land is  paid 
in  monthly installments at a low interest rate to PSIC.

3 .5 .3 .1  Lending Institutions

The commonly used lending institutions are the 5 scheduled banks in Pakistan. The credit 
schemes used have been described above. Long term loans do not seem to be available from 
these banks for small enterprises. The Industrial Development Bank of Pakistan, "  ID B P ', res
ponsible for the S I sector, finances long term investments both in local and foreign currency. 
The foreign currency r is k ,  to date, is  the responsibility of the borrower. Due to the 1972 
devaluations of local currency, a number of small industrial s its from other subsectors lost their 
entire property. The institutional in f le x ib ility  of IDBP Is generally known. On the average 
from the f irs t  contact, a prospective borrower needs two years before funds become available. 
Small investments loans are also provided by PSIC in cooperation with the scheduled banks. 
The scheme is re lative ly new, so data on how these loans work are not available.

3 ,5 .4  A va ila b ility  of Loans

In conclusion, loans to small industries are d ifficu lt to obtain. The procedure is complicated, 
lengthy and requires collateral two to three times higher than loan. In general a small scale 
industria list with his education and experience w ill not be in the position to follow the 
procedure or provide the collateral.
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3 .5 .5  Cost-to-Sale-Structure

The cost-to-sale-structure of the subsector classified into production groups is  shown 
in table 29.

The mean value per group is  given below:

COST STRUC TURE Table 27

Description
Group 1

%

Group 2
%

Group 3
%

Raw material 46 57 53

Manpower 18 18 25

Depreciation/Maintenance 5 3 2

Other Expenditure 17 11 11

Profit 14 11 9

TO TA L loo loo loo

The value added onto raw material is  highest in group 1 with 54 % ,  followed by group 3 
with 47 % . Group 2 is the lowest with 43 % . It has to be token into consideration, that 
group 2 has the highest range of imported material and therefore import taxes are inc lu
ded in the 57 %  cost of raw material.

From the total estimated sales of Rs. 246 million,achieved by the subsector, it  is  assumed 
that group 1 participated with 45 % , group 2 with 11 %  and group 3 with 44 % . According 
ly  the value added on raw material, achieved by the sports goods industry w ill be as 
follows:

V A LUE ADDED Table 28

Type of Industry
Sales 1 Value Added

% m illio n  Rs. i %
L

m illion  Rs.

Group 1 45 l lo . 7 | 54 59 .8

Group 2 11 27.1
43

11.7

Group 3 44 lo 8 .2 ; 47
I

5o.9

TO TA L loo 246.o 49 122.4

Thus the sports goods industry contributed in the budget year 1979-8o Rs. 122.4 million 
total estimated value added.

% . I ( H 1 P A
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3 .5 .5  C O ST-TO -SA LE S -STR U C TU R E  Table 29

SPO RTS GOODS

Raw Material 
Manpower
Depreciation/Maintencnce 
Other Expenditure 
Profit

Raw Material 
Manpower
Depreciation/Maintenance 
Other Expenditure 
Profit

Kaw Material 
Manpower
Depreciation/Maintencnce 
Other Expenditure
Profit
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3 .5 .6  Profitability

Profits (before taxes) from total investment are quite homogenous for the 14 companies of 
group 1, manufacturers and exporters. The mean value is  18 % . 12 companies achieved a 
p rofitab ility between 15 and 25 % . O nly one company shoved profits of 8 %  and one 
company of 66 %  (see also Annex I ,  Basic Data).

The profits for the 12 companies of group 2 , manufacturers whose raw material is  mainly 
wood, are not homogenous, although the mean value of profit from total investment is  17 % , 
very near group one. O nly 5 companies reached a p rofitab ility between 15 and 25 % , 2 
companies are below 8 % , 4 companies are between 35 and 71 % , and one company is 
completely out of the range with a p rofitab ility of over l,ooo % .

The 17 companies of group 3 , leather working factories, are the most inconsistent of these 
groups. The mean value of profits from investment is  15 %  and therefore lowest from all 3 
groups. O nly 2 companies reached a profitab ility between 15 and 25 % , 6 companies 
reached a value between 4 and 14 % , 5 companies between 33 and 63 % ,  one had a profit
a b ility  of 83 % , and 3 were out of the range with a profit from investment above loo % .

The total mean value of profits on investment from all 43 evaluated companies is  17 % .

The spread between companies is even higher when the profitab ility on equity is  calculated. 
The mean value of the evaluated companies comes to 24 % .

3 .5 .7  Overall Entrepreneurial Attitude Towards Financial Management

The sub-sector is divided into 2 groups of attitude towards financial management. The f irs t  
group consists of those companies whose managers have developed and maintained good inter
national contacts and relationships with buyers. These managers are characteristically enter
prising nd hove good (enterpreneurial) leadership qualities. Their decisions ore influenced 
by their social responsibility to their employees and by the social and economic conditions 
of their environment. These managers are not looking for short term quick gains, but have a 
broader outlook and seek long term relationships with their customers and suppliers. Their 
planning is more long range with reasonable but secure returns over a longer time period.
The managers also have a positive attitude towards financial management, a ll have a bank 
account and work with one or more bankers regularly. These men show great responsibility 
to their banks-, loans provided ta their companies are paid in fu ll according to contract. The 
characteristics of these managers are above average. Most of their factoriesare in the group 1 
category of the sports goods industry, manufacturers and exporters.

The other group's attitude towards financial management is somewhat different from the first's. 
This second group consists of the average Sialkot managers. They are more short sighted and 
influenced by day to day problems in their decisions. Their planning is not long range but 
rather short term focusing on quick returns.

Approximately 5o %  of these managers, who own factories from groups 2 and 3, have a bank 
account but do not use it regularly in their business. Their responsibility to their employees

i ' i '. i( K I P A r , M  i I f A G O P A G i l i P A



is lirt  ¡ted by their concerns for their own benefits. Their financial actions are directed to
wards their personal gains. However, there is  potential for improvement in these managers. 
The development to their present attitude was mainly shaped by outside influence. Properly 
schooled and guided, these managers have the potential to be the future leading sports goods 
manufacturers in S ia lkot.

3 .5 .8  Main Problem Areas

In conclusion of the above statements, the main problems of investment and financing are: 

low investment of subsector into machinery and equipment 

-  d ifficu lt access to funds

unavailability of long term loans 

d ifficu lty  to obtain short term loans 

foreign currency r isk  to be borne by borrower 

collateral too high 

import duties too high.

e investment in machinery and equipment is  too low in all of the companies in the sub
sector. The reasons are manifold, but are partly due to unavailable know-how and technology. 
The main obstacle, however, is  the shortage of funds. Institutional in f le x ib ility  and rig id  rules 
make it  very d ifficu lt for the small entrepreneur to obtain a loan. Long term loans are 
not easily available. Short term loans are available but except for the "Export Re-Financing 
Scheme", the procedure is  long and complex and the collateral is 2 to 3 times higher than 
the credit value. Foreign loans bear the foreign currency risk  to the borrower. Most of the 
small entrepreneurs have limited financial responsib ility, therefore banks w ill not advance cny 
money to this group. It  is iron ic , because it  is  the small entrepreneurs who urgently need 
financial help.

The custom duties on imported material are too high and unbearable for a ll companies. Cn 
export of goods c certain amount of custom duty is  refunded, however the entrepreneur must 
unnecessarily finance the custom ckjty for an average period of 6 -  9 months. Th is is  a burden 
to the entire sports goods industry. In order to develop the Sia lkot sports goods industry, funds 
r  ust be made available, collateral reduced and the foreign currency risk  taken over by the 
State Bank of Pakistan.

. v * i :i * f  > » » n .
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4 . Evaluation of Mom Problem Areos, Analysis of Interdependencies ond Overall 
Development Prospects

4 .1  Ranking and Structure of Problem Areas

O f the main problem areas: supplies, production, manpower, marketing and finance, 
those which were found to be most problematic over the average cf a ll firms were mainly 
finance (investment of machinery), supplies and marketing. The ranking and structure of 
problem areas are illustrated in tcble 3o.

4 .2  Potential Growth

The world wide demand for sports goods is s t i l l  increasing. The present requirement of only 
the EEC countries for traditional sports items produced in S ia ikot is  lo times higher than the 
entire  Pakistan production. The European producers of sports goods w ill sooner or later face 
out of the market due to the labour intensive production of sports goods. The Asian competing 
countries like  Taiwan, South Korea and Japan are re lative ly new in the market, they have 
installed mechanized production lines and are more reliable in quality and marketing. Their 
product range, like  Pakistan's, is  in the medium to low quality range. However, their prices 
are higher on the average. I f  Pakistan is  in the position to u t ilize  its  available potential by 
increasing the quality of products, diversifying present product range, introduce higher 
technology in production and become more reliable in marketing, the potential for an in 
crease of sales in foreign markets is available.

4 .3  Specific Constraints and Requirements

4 .3 .1  Technology

The technological problems of the sports goods industry are described in detail in chapter 3 . 1 .4 
and 3 .1 .8 .  In conclusion the main problem area is summarized.

The level of technology commonly applied in the sports goods industry in S ia ikot compared to 
competing countries is  low. Th is is  because the latest technical know-how is  not made avail
able to the Sia ikot industry. Product standards are not established, testing equipment is  also 
unavailable, research and development work is  not done at a ll.Th e  product range in 
Sia ikot is  traditional and has not developed in the past few decades. Q ua lity  control is  
highly unsatisfactory, and thequality of products is  accordingly in the medium to lower range. 
Even in the lower rcnge, consistency in quality cannot be maintained.

Although the subsector is divided into the leather working and timber working factories, 
only a few factories have specialized into the production of only one irem. Adequate tools 
and equipment were hardly fount in any of the evaluated companies.The notorious power shortage 
in Sia ikot prevents potential investors from introducing the latest technology.
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4 .3 .2  Plant, Machinery, and Production

The machinery and equipment installed in the sports goods industries are -  with a few ex
ceptions -  outdated, have low effic iency, and ore inadequate for modern production methods. 
Th is results in low productivity and low quality of product. Products like  badminton rackets, 
shuttle cocks, etc. need mass production methods when manufactured. Not a single fu lly  
mechanized plant for production of such items is  installed in S ia lko t. The results can be seen 
on table 22 , Export of Sports Goods. Production of badminton rackets, once a major export 
item, has declined to unimportance. Even intermediate technology, i .  e. single machines 
hand operated, with one operation step at a time but of multiple use, cannot be found in most 
of the sports goods factories. Such machines are made and are available in Pakistan, however 
the tools have to be imported and a ll the possib ilities of u tiliza tio n  of such machines are not 
known to most of the manufacturers. Specialized plants for production in the sports industry 
are not freely available in the international machinery market and are normally not exhibited 
at the international machine fa irs. Sports Goods companies in Europe mainly design their own me 
chinery and equipment. However, quite sim ila r machinesand fu lly  or semi-automatic plants are 
available for the timber, leather or plastic industries. W ith a few alterations or ta ilo r made 
these machines could be ordered from their respective manufacturers in Europe or USA . Th is , 
however, means a heavy investment into machinery and equipment and entrepreneurial r is k .  
Funds for such investments did not seem to be available in S ia lkot. It is  anticipated that once 
a fu lly  automatic p ilot plant is  successfully installed by someone in the sports goods industry 
in S ia lkot, many others w ill fo llow , providing long term foreign loans with reasonable con
ditions are avilable. The know-how and technology transfer must also come from outside.

4 . 3.3 Raw Materials and Components

The main problems of raw materials and components have been described in detail in chapter
3 .2 .5 .  In conclusion the situation is  as follows: The custom duty on foreign materials is  too 
high. Although custom duties are partly refunded on the export of goods, the producer must 
finance this high amount over a long period, which lim its  his available capital and thus 
hinders free business transaction and the development of the sports goods industry in general. 
The foreign raw material market is  not transparent to the Pakistan buyer. Therefore quite often, 
inadequate materials at exorbitant prices are purchased. The shortage of imported material 
at suits in an increase of prices by merchants to the disadvantage of the producing
comp s. .. Faulty imported material cannot be easily returned due to lengthy and complicated 
proc*..

The pro! -ems with local materials are different. Football leather is not at all available, but 
must be processed by each football manufacturer with d iffering  success. The quality of blue 
tanned leather available is  not always in accordance to the quality required. A shortage in 
this area is experienced due to the high exports. Prices are orientated to export prices end 
nor to cost price, resulting in a high cost for raw material to be borne by the sports goods 
producers. Prices of local timber are higher than world market rates. Th is is the result of a 
shortage of local timber and high custom duties on imports. Taxes often aggregate up to 3oo % .  
Processed imported irems may be cheaper in Pakistan then the raw materials. A shortage of 
mulberry and w illow  timber of good quality is expected in a few years. Although 
ell required materials are available, the quality and price leaves much to be desired. Shortage 
of goods is experienced in times of high demand. The development of the sports goods industry 
is hindered by these facts.
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4 .3 .4  Lobour and Management

There are two main problem areas, the contract worker system and low labour productivity.
Both problems are interdependent. Contract workers have their own rules of law which do not 
f it  into an industrial society. Normal work hours are not accepted by contract workers and 
any industrial development is resisted. Although they are highly sk ille d  in traditional nand- 
work, the contract workers v i l l  accept no changes of technology or application of machine- 
work. As long as the contract worker concept is  in existence in  the sports goods industries, 
labour productivity can hardly be increased.Factory organization can not be introduced and the 
installation of modern plants is hindered. Contract workers are generally not loyal to their 
employer, resulting in a high rate of labour fluctuation. Introduction of work preparation 
and production flow is only useful i f  the workers in the line adopt the technology provided 
by the management.

Although labourers ere basically available in the sports goods industry, there is a shortage of 
trained technical staff. Machine operators are generally trained at workshops, gaining a 
certain amount of practical s k i l l ,  however the theoretical knowledge is  missing which hinders 
quality and progress in the industry. Higher technical staff is  not available at a ll,  due to 
the absence of any training fa c ilit ie s. The management of the sports goods industries lacks 
the far-sightedness of modem industrial society and is  engaged mostly in day-to-day problems. 
Most of the industria lists, due to the absence of technical education, are not aware of modem 
management,production planning or the latest technology.

4 .3 .5  Financing

The financial problems have been explained in chapter 3 .5 .8 .  It  is  concluded that most of 
the problems faced by the sports goods industry as described before derive from an inadequate 
financial policy and a shortage of funds. The credit moral especially of the smaller manu
facturers is  generally low. Th is is , however, also the result of the shortage of funds and credit 
restriction for many decades. The in f le x ib ility  of banks and development institutions 
results in low confidence of the entrepreneurs in banking. Loans are almost inaccessible to 
small industria lists. The collateral is high and in general only real estate is accepted for mortage, 
but real estate is generally not available ct the value required by bankers. Appraisal charges 
for loans are high and sometimes at the edge of lega lity. Long term loans hardly seemed to 
be available. Therefore industria lists use short term loans for long term investments resulting 
in a blockage of working capital. The foreign currency risk  of foreign loans also has to be borne 
by the borrower. The fear of bankruptcy in case of devaluation prohibits the average industria list 
to accept foreign loans. Religious laws also re stric t the small scale entrepreneur in accepting 
available loans. The development of the industry is  only possible with a free and liberal 
financial policy of the government and financing institutions.
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5 . Recommendations

5 .1  Specific

5 .1 .1  Production

5 .1 .1 .1  Product Range

The range of products offered by the Pakistan sports goods industry is lim ited. Generally tra
ditional items can be made from natural raw materials like  wood and leather. W ith  the ex
ceptions of leather balls and sk i gloves, the sale of all other items is on the decline. It  is  
therefore recommended that:

The product range is  widened to non-traditional items made out of modern materials 
lik e  plastic, glass fib re , etc.

New market demands are created world-wide by the fashionable popular sports movement 
of the working people.

Items like

surfing boards
smal I boats
gymnastic equipment
home exercise equipment end others

could easily be produced in Pakistan. Production of these items would d iversify the range and 
open up additional markets. D iversification of product range would also secure the sports goods 
industry against market slumps of certain tradi tional items. One of the leading international 
chemical manufacturers is opening a polyester factory in Lahore. Raw material for the proposed 
additional sports items and processing technology is therefore locally available. The know-how 
for production of non-traditional sports items has to be imported. It is therefore recommended 
that:

Expatriate experts in cooperation with local counterparts carry out applied research 
and development work for new sports items. Prototypes should be handed over to 
interested private parties for production.

5 . 1 .1 .2  Production Techniques and Level of Technology

The level of technology is low and production techniques ore inadequate. In the leather 
working industries the coating of football leather is below international standards, it i s  
therefore recommended that:

A common fa c ility  service centre for plastic coating of football leather 
be established in S ia lkot.
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The sponsor of such a common fa c ility  service centre may be a co-operative society, a semi- 
governmental institution lik e  PSIC , or a cooperation from both parties. The latter seems to be 
the most promising institution. The former Sports Goods Industries Service Centre may be used 
as a nucleus. Detailed investigation into market, materials, quality and cost has to be carried 
out by the sponsor before implementation.

In the timber working sports goods industry the situation is even more complex, i f  the lost 
market, especially in the fie ld of tennis, squash and badminton rackets, should be recovered, 
the technology and production techniques have to be changed completely. It is  therefore re
commended that:

A pre-investment study with complete design of a p ilot plant for racket 
production be established.

Mass production possib ilities have to be worked out. Price, qua lity, and design of products 
should be compared with international standards and any investment decision taken accordingly. 
The same method has to be applied for other traditional sports items lik e  hockey sticks, 
cricket bats, etc.. It  is further recommended that:

Alterations of design and materials used in traditional sports goods 
items should be investigated

in order to change production methods in accordance to market requirements and produce in 
conformity with the market demand.

At the present market situation, the S ia lkot sports goods industries are forced to invest into 
plants and machinery in order to reduce production costs and to increase the quality of pro
ducts. The individual factories therefore have to specialize into one production programme.

5 .1 .1 .3  S ize  of Units

The optima! size  of o unit has to be determined by the level of technology applied, the 
capacity of machinery installed, and the value of investment. Market demand w ill be an 
indicator, however, capacity u tiliza tion  below the break-even point w ill lead to financial 
losses. At present the size  of a unit is  determined by the orders in hand, the f le x ib ility  of 
the entrepreneur and the financial means. In a specialized factory with a high level of 
technology and heavy investment, orders hove to be available in accordance to plant capacity. 
An example of a typical factory size  is  given in Annex 11/ Profile of Ideal U n its.
The smaller units below lo  employees may not be in the position to mechanize fu lly  and 
specialize into one production lin e . These factories w ill have to work as sub-contractcr; to 
bigger factories or may even vanish from the market. The proprietors w ill find employment 
in other factories.

£ $, $
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5 .1 .1 .4  Technical Assistance

A transfer of the Pakistan sports goods industry from the traditional to the modern sector with 
a ll the technological, organizational, and financial problems w ill be impossible without 
technical assistance from outside. Available resources of the industry may be u t ilize d , however 
guidance and support has to come from outside. The Sports Goods Industries Service Centre 
was effective in developing the industry in the s ix t ie s , however has been outgrown by the 
target group and became ineffective for the last five years. It is  therefore recommended that:

Technical assistance and common fa c ility  services are extended to the Pakistan 
sports goods industry, by a promotional institution.

The PSIC Sports Goods Industrial Service Centre should be redesigned in hardware and software. 
The Common Fa c ility  Section has to be equipped according to the need of the industry. 
Q ualified staff must be employed in conformity to the proposed promotional functions. Ex
patriate expertise should be made available. The main objectives and functions of the re
designed Service Centre should be:

Technical Extension Service 
Common Fa c ility  Service 
Testing of produced sports goods 
Establishment of standards 

-  Training 
Financing.

Proposed functions and required equipment are specified on page 91 .

The Small Industrial Estate at Sia lkot with its  promotional factor has assisted the 
S ia lkot small industry in the past. On 4o hectares l lo  companies are facilitated, out of which 
15 sports goods manufacturers established their workshops at the estate, but colonization is 
completed. Plots are not available anymore. It is therefore recommended that:

The Small Industrial Estate at Sia lkot should be extended. Plots for approx. 3o 
sports goods factores should be made available at the f irs t  stage.

Th is should be done in order to create the precondition and give incentives for development of 
the sports goods industry in S ia lko t.

5 .1 .2  Materials

At present only 2 basic raw materials, wood and leather, are u tilize d  by the sports goods 
industry. Leather for footballs is not available and is  processed in small quantities by ind i
vidual ball producers with varying success. In order to make a standard football leather 
available to small producers, it  is recommended that:

A specialized football leather tannery be established in the private or 
publ ic sector.
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Th is would be the only solution in order to guarantee an equal leather quality for ball pro
duction. High investment and technical assistance is  required for such a pro¡ect. It  is  there
fore proposed that both the Government of Pakistan and the sports goods Industry participate 
financially in the project. At present production, 35o,ooo -  45o,ooo hides are required p. a. 
as raw material. Assuming that only 4o -  5o %  of the football manufacturers w ill buy their 
leather from this proposed tannery, a daily output of 5oo -  7oo hides would be required, thus 
producing 15o,coo hides p. a.

Mulberry wood grown at Chcnga-Manga is  required for hockey stick production. Approx.2 , ooo 
are consumed p.a. at S ia lko t. The sources are lim ited. In order to guarantee a regular 
supply and to keep prices w ithin lim its , it  is  recommended that;

New plantations of mulberry timber are created at Changa-Manga or any other 
suitable place by the Forest Department of Pakistan.

According to the information received, mulberry trees are presently being replaced by other 
species. Th is praxis should be discontinued and additional plantations developed.

W illo w  trees of good quality are also short in supply. Since w illow  is a quick growing tree and 
matures w ithin 2o years, it  is recommended that:

Research is carried out with different species for plantation by the Forest Depart
ment in co-operation with the sports goods industry.

The problem with export duties and taxes on imported materials has been described earlie r.
The sports goods industry is  not in the financial position to advance this high amount. In order 
to help the sports goods industry and strengthen its financial position, it  is recommended that;

The Government of Pakistan review the import policy 
in regard to exporting industries.

It cannot be in the interest of the government to make imported materials more expensive than 
imported items produced from them (timber -  plywood). One possib ility is  that an exporting 
industry w ill not have to pay any import duty (free import of materials according to last year's 
export figures).

The possib ility for establishing a free-zone in Sia lkot for the export industries may be surveyed 
by the custom authorities as w ell.

The intricate foreign material market w ill be easier to penetrate for the producer a liberal 
and free import policy.
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5 .1 .3  Manpower, Management and Organization

5 .1 .3 .1  Manpower

Tlie  high amount (74 %) of contract workers in the sports goods industry hinders development of 
industries and prohibits progress in technology. The relationship labourer/entrepreneur is also 
disturbed. Th is is  an internal social-economic problem of Pakistan. It is d ifficu lt to propose 
adequate methods for solving the problem. It  is ,  however, proposed that:

The labour and welfare department with the assistance of international labour 
organizations evaluate the problem and propose adequate methods.

Combined seminars for I about/entrepreneurs may help to improve the situation.

Shortage of technical qualified staff in both labour and middle management levels is ex
perienced by the sports goods industry. Training institutions are not available. Because of 
the complexity of the sports goods industry, i t  is  d ifficu lt to establish a training institution 
on the national leve l. It  is  therefore proposed that:

Training fa c ilit ie s are made available at the proposed Sports Goods Service Centre.

Training should be offered to apprentices and advanced courses to sk ille d  and sem i-sk illed  
labourers. Due to the lim ited capacity of the proposed institutional tra ining, in general the 
training of apprentices has to be done in the traditional manner on-the-job at the factories.
Th is practical training, however, could be accompanied by theoretical training at the 
institution.

5 .1 .3 .2  Management and Organization

Managerial s k i l ls  and organizational set-up leaves much to desire at the sports goods industries 
in S ia lkot. It is  therefore recommended that:

Managerial Seminars be held in Sia lkot by national or 
international organizations.

These seminars would not only improve the entrepreneurial s k i l ls  of the managers but would also 
widen their view and enable the participants to discuss day-to-day problems between them
selves. Simple organizational patterns could be worked out, discussed, and charts distributed 
between the members of the seminars. Case studies should also be worked out. The basic 
organization of these seminars could be arranged by the Sports Goods Service Centre. Due to 
the different educational and managerial level of the potential participants, seminars should be 
held in Punjabi language on a lower level and in English on a slig h tly  higher level.

The best participants of such seminar should be awarded with a study tour abroad in order to be 
exposed to sim ila r industries in industrialized countries and may establish market relations 
abrocd.
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5 .1 .4  Marketing

In Pakistan's sports goods industry 9o %  of production îs  exported. The domestic market is 
therefore of less importance. O nly a few companies have their own export outlet. Most of the 
manufacturers must depend on export houses. The market procedure is  not satisfactory to the 
producers. Continuous production is  not possible due to the seasonal orders from the exporting 
houses. In order to enable the manufacturers to produce continuously through the year and make 
the foreign market accessible to them, it  is  recommended that:

A manufacturers association with export activities is founded with the assistance 
of PSIC and Export Promotion Bureau. The membership should be restricted to sports 
goods manufacturers only.

The main activ ities of th is association should be to market the products of manufacturers who 
don't have access to foreign markets. In order to make the products known to the consumer 
a standard production of the members has to be worked out and sold under a common brand 
name. Q ua lity control must be carried out by the association or sports goods service centre. 
Another possib ility for opening the foreign markets could be the establishment of small asso
ciations. Up to lo  entrepreneurs could develop a common production programme with brand 
names. Marketing of this items should be done in a common effort and with the assistance 
of Export Promotion Bureau and other institutions.
A further sales promotion could be achieved by the establishment of store houses abroad. Th is 
would enable the manufacturers to produce continuously and ship monthly to the store houses. 
The distributor abroad has the benefit to order the goods when required and not have to plan 
and paya year ahead. Complaints, i f  any, could be taken directly to the store house and settle
ment made on the spot. Th is would increase the confidence of buyers of Pakistan-made goods.

The sale of a ll sports goods produced in Pakistan is  declining with the exception of leather 
balls and ski gloves. Since there is a high market demand for a ll items, it is assumed that the 
traditional sports goods produced in Pakistan are not in conformity with the market demand. 
Market prices and quality do not match Sia lkot products. Therefore, it is recommended that:

A detailed market study, especially of the markets in Europe and USA as the main 
customers for sports goods, is carried out by international marketing experts.

The product range of Pakistan sports goods has to be adjusted in accordance to the market 
requirement. Diversification of product range w ill open up additional markers.

5 .1 .5  Financial Management-

The present investment of the subsector into machinery and equipment
is an estimate of Rs. 14.5 m illio n  (US $ 1.5  m illio n ). In order to 
reach higher productivity in the sports goods industries and to make 
the industry competitive in the International markets, the immediate 
investment requirement for machinery is estimated at US s 3.o  m illio n ,
thus trip ling the present investment in machinery. Most of the 
financially sound companies and therefore the cotentia! investors 
already have their land and buildings, however, additional investment 
for expansion may amount ro another US s 2 .o m illio n .
Working capital for establishment of store houses abroad and stock 
production is estimated at 2o %  from the present working capital re
quirement, valuing at US s 2 .6  mi 11 ion .
The immediate investment requirement of the subsector w ill thus 
amount to approximately a value of US s 7 .6  m ill ion.

(Rs. 76.0 m illion)

J
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When the recommended measures for development of sports goods 
industry are implemented and Pakistan is  in the position to recap
ture the lost markets, the additional investment requirement for 
the next 5 years is estimated to be

Not included into the investment figures are the financial require
ments for the proposed promotional measures. O nly rough estimate 
can be made at th is point. The results of the proposed market 
survey have to be available before detailed planning of the pro
posed technical assistance can be made. For hardware the re
quired investment is  estimated to be 
and for software the same amount is estimated:

which comes to a total of
out of which 3o %  or Rs. 6.0  m illio n  may be born by the 
sponsoring agency, (see page 91)

The proposed football leather tannery in fixed  assets requires an 
estimated investment of

US s lo .o  m illion

(Rs. loo .o  m illion)

US $ 
US S

1 . 0  m illio n ,
1 .0  m illio n ;

US S 2 .0  m illio n .

(Rs. 2o.o m illio n ),

US $ 1 .4  m illio n .

Th is estimated investment for the private industry is  highly dependent on the promotional 
measures proposed and the ava ilab ility  of long term loans at acceptable conditions. The financial 
security and the foreign currency risk  cannot be carried by the industry only. If  promotion of 
sports goods industry is envisaged by the government, the majority of the investment risk  should 
be carried by governmental agencies. Personal loans should be given according to a b ility  and 
financial morality of the borrowers. Collateral for long term loans should be the invested items 
and not the entire capital of the entrepreneur and his fam ily. If  the financial institution place 
more confidence in the industry, the industry w ill regain confidence in the government and the 
lending institutions.

Much has been said before and by other competent authors about the in f le x ib ility  and institutionali 
ty of the lending institutions. The problems have been known to the Pakistan Government for 
many years, but could not be solved. Recommendations in this respect w ill therefore not be 
made.
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5 .2  General

The existing associations of the sports goods industry with the exception of the Cooperative 
Society are more or less in the hand of the exporters. In order to cover the interests of the 
manufacturers it  is strongly recommended that:

An association restricted to manufacturers only be established (see 5 .1 .4 ) .

Punjab Small Industries Corporation, Export Promotion Bureau and other respective government 
agencies may sponsor and assist this association. The recommended Sports Goods Service Centre 
should use the association as an intermediate for the transfere of technology and know-how.
On the other hand, the chairman of the association should s it on the board of the Sports Goods 

Service Centre in order to streamline activities in conformity with industrial requirement. 
Standards for sports goods should be worked out by the association w i'h  the guidance of respec
tive agencies. Pre-shipment inspection could be another activ ity of the organization. The main 
activties, however, should be the marketing of sports goods.

Sports goods manufacturers in Europe and USA w ill sooner or later be phased out of the market due 
to the high labour cost. In order to acquire the latest technical knowledge, it  would be ad
vantageous to the Pakistan Industryas well as the European and American sports goods manufactur
ers to create jo int companies in Pakistan, where the labour cost is low and a certain s k i l l  is  already 
available. In the case that an individual company does not have the required funds, share
holding companies with governmental participation could be established. The sale would be 
arranged by the original foreign company. Therefore, it  is  recommended that:

A project for industrial promotion and development of joint-venture schemes 
be sponsored by one of the aid giving agencies or an international organization.

Such a project may not be restricted to the sports goods industry but may also include the 
surgical instruments industry where the conditions are quite sim ila r and both industries are 
established at S ia lko t. At present, there are two joint-venture companies, one in the sports goods 
industry, and one in the surgical instruments industry. Both are operating in S ia lkot with great 
success.

The Sia lkot infrastructure has to be improved if  the development of sports goods industry is to 
be a rea lity . The power supply is  absolutely inadequate, telephones are d ifficu lt to operate 
and application for telex connection have not been honored by the postal department for many 
years. Fees are also quite often not in accordance to use. Therefore, it  is  recommended that:

V/apda and Telephone Department may look into the situation and make a realistic 
development plan.

These plan; should be made available to the industry and industrial departments in order to plan 
and develop the industry in accordance to the availaole infrastructure.

In conclusion, the sports goods industry in Pakistan has the potential to develop, provided invest
ment especially into plants and machinery is made, financial funds become available and re
commendations are imolemented.
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5 .3  Recommendation for Re-activation of Sports Goods Industries Service Centre

Proposed Functions
Common Deficiencies in 
the Sports Goods Industry

Promotional A c tiv itie s Fa c ilitie s  Required

Extension Service Layout of plant;
Type o f machinery and 
equipment;
Factory organization; 
Work preparation; 
Range of products; 
Technology.

Advice;
Demonstration;
Designing o f layouts; 
Designing and development 
of machinery;
Assistance;
Provision o f organization 
chart.

Expatriate and local 
experts;
Workshop ond production 
fa c ilit ie s .

Common Fa c ility N on-a va ila b ility  of high 
technology, mass production 
and machinery;
Lack o f specialized machinery; 
Maintenance.

P ilo t production;
Provision o f machinery and 
equipment fo r certain pro
duction steps (leather 
coating , seasoning of 
timber, e tc .) ;
Tool sharpening and 
maintenance.

Production Machinery; 
(leather coating equipment, 
seasoning k iln  , e tc .) ;
Tool sharpening equipment.

Development o f new 
Products

Traditional product range. Designing and prototype 
production.

Designing equipment; 
Machinery and equipment 
fo r production;
(Polyester spray machines)

Testing and PresHipment 
Inspection

N on-a vo ila b ility  of standards; 
Lock o f testing fa c ilitie s ; 
Lim ited quality contro l.

Establishing of standcids 
fo r sports goods;
Testing o f produced items; 
Q u a lity  control; 
Pre-shipment inspection.

Testing equipment fo r soorfs 
goods.

Training Shortage o f tecnnically quali
fied oerscnnel; 
Entrepreneurial sk ills .

Tra in ing  of apprentices; 
Seminars fo r managers and 
sk illed  labourers.

Tra in ing shops; 
Too ls, equipment; 
Teaching aids;  
Courses.

Administration Moncgement techniques; 
Cost accounting; 
Marketing.

Demonstration;
Trc in ing ;
Advice;
Provision o f administrative  
pattern.

Adm inistrative section; 
Courses.

Finoncing Shortage o f funds. Financial assistance. Credit programme.

Detailed planning of the proposed sports goods service centre has to be done after results of 
the proposed market survey become available. The cost of fixed assets required, excluding 
land and buildings, is roughiy estimated with US $ 1 .2 m illio n .
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6 . Sub-Sector Profiles

As part of the resuits of the study, typical sub-sector profiles have been prepared in order to 
facilitate institutional, financial and technical support. The profiles contain the following 
criteria:

production programme 

technology and production fa c ilit ie s 

raw materials

manpower and management 

investment

-  cost structure 

financial ratios.

The actual situation of each product line or type of industry (labour intensive, mechanized, 
export oriented) has been drawn up. It  reflects the target group units' specific pattern with 
respect to structure and ranges of the above crite ria .

Based on the experience and know-how of the sector, a profile for a typical new company 
has been elaborated. Th is profile contains the estimated structural data and ratios for a model 
un it, with sub-sector specific

technology and machinery 

personnel outfit

-  investment and cost-structure.

The financial ratios represent estimates and may fluctuate in both directions.

A detailed proposal for such a "p ilo t un it" w ill require a thorough analysis w ithin the frame
work of a comprehensive fea sib ility  study.
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♦NVEST.VgNT: 
Fixée Asse*s: V/crx'ng Cooirol :Rs.

100,000 1 .000,000 35o, ooo
ouitomçs: . 3 0 , 0 0 - 0

M c c n i
1, 5oo.ooo

n e r y / 3 0 , 0 0 0 25o,ooo
/oo.oco
. 3 0 , 0 0 0

Miscei laneous;
TC'i’AL:

3,ooo
¿33,000

7o,ooo 
2 ,;2o,oöcT

m in,: ^

mex,:

average T

rOQ,030

4 ,~oo, ooo

J ,  3 0 0 , c o o

" c o s t  s 'R 'j c t u r ï : r i r .  CJ --------------Z --------mox. -3 cveraae 5emcrk{:

Raw M s re r :cl: 53 ¿5 55
Manpo^e*: I .*> u
Deorec'ar'zr ■' .ve-es*: 4. 3 5
C t î ",: 4 ’ 3 i !

io • 0 ■ "

3 “ N A N C  A L  RA ' T.S: Rs. - H . - • e x . : zve'zzj : P.emcr<i:

j - .move- ■ £ - s : o - e s ¿2,-00 73,300 53,3co
» - M33 -e-/ zrz  Ecu! ; r c “ 1 1 •* .5 22
j M e : - , ' ? '  / o-c ;  ¡ . ' s r . e r *  ■' :#ee E-.3 2 . Ì3 0 2.3oo
; ’ s-'-' Yvei- r:«- :- ,  E r e  o/ee

z. i .  ;.oq iwrte: : 3 , ooo 0 3,300 •¿0,300
' ;  Bui ; > c  ' S r , i ;c *C, 3CO 33,300 2 3 ,3 go

j F.:/ ! i  W;-v rz  Co'i '3, 3. 1 3. ■ 3.7
Í P '3 ' ' ■ , r ves'~ **'* ■ 0 .33
1 -sens ■ Zzz 3 . 3



S L 3 S c C 'C i: C A - G C 4 Y : NEW CO VPANY

CoorW Goo«

P ltC J '.C 'lQ N  ?°C G 9A-,’VE:

Mcr»4.."3Ci'jr*f ' Exporter

* v :e  o f  Proaucts: Hnckev Sticks Annua* Average Cutout: on ai  Csaccify
rVta'or ?-oeuc;s: 'J r i r s : *S .:

Hocktv Sticks Г5,аоо 5 ,6 0 0 ,0 0 0 So

Grade "A "

t e c - n o l o g v  a n ;  r r c s u c i c n  gA c : i ; ~ ; s :
Process commonly coo :ec: Me: or Mccrinerv/Ecuicmer*: -\=. : .-roomed 3CC‘

-  Cutting of timber ond cane 1. Band saw 1 X
-  Seasoning 2. Solifting machine 1 X
-  Boiling and bending 3. Hot water tank 1 X
-  Drying 4. Hydroulic bending press 1 X
-  Cutting and shaping 5. Automatic shaper 1 X
-  Turning and fix ing  of handles into head 6. Turning lathe 2 X
-  Fine! turning and fix in g  of bandage 7. Discing end spra^painting 1 X
-  Dipping and spra^rpointing 8. Tools + fixtures - X
-  Finishing 
-  Inspection

9. Work benches Î0 X

Lone end Buildings: 

Buildings: Velue /  som. 
Lane:______ Velue /  som.

Rs average: | doo

^  overage: l j - o  1

Buüaing A rec/ Emoloyee

cveroge: Ш П

~yoe: Quantity: Price/iinlt: tmcor*ed/!occ!: incor* Dulles: Gua’-ty:

Mu 1 berry wood
Cane
Glue
Bandage
laccuer/pqfr\t 
Transfer .coeis

3m
bundle
*3

itr.
piece

3,5oo
l,3oo

6

lô >

X
X
x

X
X

X

12o %

good
good
good
good
good

MANPOWER AND M A NAG EM ENT:

Management:
Staff:
Ski-.ec //oncers:
Semi« and unskilled Workers: 
To»oi:_________________
Contract Workers:

overage:

j£ .

Entrepreneure» Sccxground of Soomor/Cwrer:

Technical and mcnegemenf training, 
exoerience in moaern management

External Technicol Coooerction necessary? 

yes

MAR.<E~ DEMAND AND M A RKETIN G :

Мсгче* Pa*erV el end Deve зог-еп' ’ rasaeci: ■Vcrxe'lno Cr onne s >an<;rc  :
^cmesr.c: ZXCC Г: Domestic: <>tiУ.Ill

present scie present sale Rs 15 m illion Direct exsort to imoerter
_2i. L i . - . Ü L

¡ N V c S ' V i N ' :
Fixed Assets: ,Rs' averace:
.cnc: Зсо.эсе
3u>icings‘ збо, осо
Moen 1 rer// гаи 1 sm er,:; 6* 0 , coo
iVlsseioneouS: 30,000
tÖ 'A L : -------------- 1 .:5 s .sa c ---------------------

V/orxina Caoi*a! Rs

average:

COST STS'JCTURE:

Row Mc'e'.'a;.
.‘»'encode':
;е з г е с :< з * ' 0 п / ;n r- * re s t ;

Remare:

• iN A N C A - RA~CS: 3s
'..'"Over . :  ^c.cvee

Anco '« '■ /  o n e  o o . '  o-“" e -

M a c - i r e r y  с .- з  s c u . ’ s m e r r  '  ¿ r o - O v e e

.Ota. investment / omc-oyee 
3/ Su’'c>z swrec

; Аез A;se*s ’’»o x iro  Coo^c. 
r̂of' ' / ' " ver-*-*' ' , -  —  .    .  N . . . . . .

„ССГ5 / 3-0 .0 3  *0

i , ,  occ 
0*i. oco



SL13SEC'CR:

-  95 -
CA-HOCSY: ACTUAL S iTJA TiC N

Sporti Goods Producer, Wood

FSC D LiC TlC N  PROGRAMME:
! Tvce of 3rocu2 -s: -cck»- . ! Annuoi Average Curout: 1 or. -iCaoocitv

'.Vsior 3"02uc*s: 1 Unirs: t -----1-------------------------------------

Tennis Rackets

i
i-------------------------------------------------

l5,5oo , 62o,oco

|

5/"»

2 TEC H N O LO G Y AND SRC D'JC HC N =AC L: -ec. Ì
f Process commoniv aooííec: Mai or Macninerv/CGuiorrenf 1 rmoor*ec 1 'ocai
| -  Cutting of ¡cgs Info plies 1. Bard saw “ 1 - - - - - - - - - c~z—

j -  Cuffing of heart ana overlayes 2. Sending press Í i X

I -  Pressing of freme 3. Thicknessing machine ¡ ;
| -  Calibration of frame 4. Bobbin sender ¡ - *
: -  Fix ing of overlayes and balancing 5 . One spindle d rillin g  mcehine i ; x

-  Sanding and shaping 6. Sorcy paint unit !• D rillin g  of holes 7 . Work benches, equipment ! !  x
-  Lacauering and varnishing
-  Fixing of transfer labels • i  1
• Finishing, stringing, fixing of grip 1 !

Lend and 3ul Icings: _______  I
3ul!dinqs: Volue / s e n .  m in.: f ¿óo | mcx.: fl.2oo | average: f i9o  1 ! 3uild:ng Area/Employee

tona: Value / som. min.: I ]OQ j mcx.: [ 7Sa ] averace: j ?sn [ j m in.: c m  max. ■■cm overoger[ 5

3 RAW MATERIALS:

4

T /oe: I O uonflry: F rc e / jn ir : Imcorred/locol: 1 Inoort Duties: QuO'Tv:
China-,Mu ifcerry-, wi l low-wo^d 
Ash and beach \

l,3 o o ,— Rs X | low
m3 15,000,— X !5o % medium

UF glue : 
Lacquer
Grios j 
Transfer labels /  Filament |

kg 
litre 
pieces 
oieces / m

3 3 , -
6 5 , -

J 2 _

X 1 
« !
x i

____________ i ____ L

15o %
»
ri

______:__________

MANPOWER AND M A N A G EM EN T

rrvr,, : J mcx.: ove race: Ertrepreneuriol Bcckground of Spcnsor/Cwner:
[ .Yarogeirenr: i i i i

5 *£ ff: - : 3 i Skilled Worker
S<tiled Workers: i i 9

7
Semi* *  unskilled Workers: $ 1 12 19 Extemol Technical Cooperaticn necessary?
total ; ÌÓ i 25 là
Contraer Workers* 12 i !9 *c Yes

5 v a r k e *  CE.y a n d  a n d  m a .r k e * : n G:

Va?~<t’ Rotearci ara Deveíoemenf °roicects: Í Marketing Channels t rcnx'nc' :
r Domestic: ■ fxCO": Domesrtp: 1 Exoorr:

' present sale presen' scie
1

1 to shoos and consumers ! to whole sale decíen / Exoer*er:
! i -V  333 .oco l Rs. 3. 000.000 . .  . ..  - i Í

:n V E £ * v £ N T
| F:x*c Assets: 'R s. ! **cx. : over ace: Working Cooirai 'Rs.:
Í Lone: loo.ooo ' 2oo,ooo 125,ooo

EuilOiTCj; 3o,ooo 1 1 , 000,000 2o5,ooo 2 ' = = ° . . ,  i
»Vccn’.-ery, couiomen»: , COO 72,5oo 4o,oco max.; 35o,ooo |
Miscehc.neo-.s: i 3co Í  .coo 5 .000
TO TAL: i ! 3 ! . 3oo ¡ . 277 'oo 3 7 5 .DCG

«..0,000 i

7 'm*'$T ero« ■■*- 1
m:n . 3i mox. c3 everse* 3-> Remark': 1

1 Rcw v r e ' ‘: 49 i3 57
| T c r . - o , , - : 14 2° * 3 !

I 3eorea c*ror ’ ve^-ís'. - S 3
C ' - s ' i : :  ; ’5 ’ 1

} i ; !
•.NA.-.3 A .  u . * : / . . . svercce- Re^c-ks: ;

i 3yC>; JZ .COO J*i, iOO |
l — | JL •'i / " : / « ■  ■ A ; r  o-c Sc.fOmer» : Dc 13
! V c ;  : : u  o"**n' ■ irrz- i l 4.-:—
i “o-a - /es:"-*r''r Ems-c/ee
i o, i . i  :  ■; ; v : t ; 12fooo / c,coo C6 ,-loo

| ;  p > -  • J - t P 7 13,20- • “i ,
" a s :  - sses "J "<  Dec 'G : .  -

j ■ ' ly e j  -  »-■ : .  S n . ! i 1
| - 22 . s  V t ■ ■ • - _ ■ 0 j



SwòScC C A -C -C ’.Y : NP.V CC.V:>ANv

Sports Gooes Producer, Wood

a3CS!JC*:0S ;PCĜ Av\‘; :
Coe or Prpcucrs: Annuo; Average Cutou*: on FL Caocciry
iVc'or Prpaucrs: Units:

Tennis Racked 4o, ooo 1 , ÓOO, 300 oCO

"C H N G '-C G Y  AND PRO DUCTIO N FA C LC ic S :
Process commoniv oooi’ec: ,V a: o r v  a c n i n e rv/ £ a u i a m e n r : inaor*ee *CC3*

-  Cutting of heart and overlay i . Band sow A

-  Cutting of veneer into stripes of ¿-brackets 2 . Veneer-cutting machine X
-  Pressing of 6 frames in one go 3. Hydraulic press with RF dryer X
- Separating of frames ond calibration 4. Glue coating machine X
- Sanding and shaping 5. Spindle moulder X
- D rillin g  of holes 6 .  Planner X
- Coating of rockets 7 . Bobbin sander X
- Fixing of transfer labels 8. Belt sander X
- Finishing, stringing, fixing of grip 9 , Multiple spindle d r il l press X

lo . Dieping and soray-point equipment X X

Land ond Buildings: 

Buildings: Velue /  san. 
Lana: Va lue,/ som.

Rs average: [_c9o_

Rs averege: E Z 3

Building A reo/ Emoloyee 

average:

SAW VATER!ALS
'yoe: G «larv :fvr 9r i ce/Jn>: *.moor*ed/'ocai: 'rroor* Cyt'es: GuC¡ *• v:

Chino, muteerry wiHow 2 ,ooo X meoium
Ash and beach veneer m2 3c X CD o goad

U F glue *<g 33 X 15o % good
Lacquer Itr. 85 X gooc
G rip j pieces 2 X medium
Transfer labels /  Filomenr pieces /  m 1/ - X /  X good good

.MANPCV/ER AND M A NAG EM ENT:

Management:
SfcrV:________
"S<!1 ed Worvers:
ie m i- + unskilled 'Aorke^S:
Total :
Centred Workers.

ÎS

Entrepreneurial Background of Soorsor/Owner:

External Technical Coooerction necessary?

VAR.KS* CE VA N D AND MARKETING:

Verve* ?o*ent’oi and Deveaoren* Procoec’s: Varxetfna Cnarnelj '-'anklno'i :
^ c res';c : zxzsr*: domestic: Exoorr:

- -
present imoorr into EEC 
countries US S 58 million 
Rs 53o mi J H cn

Direct through associoticn

INVESTMENT:
r :xec Assets: Overee-
•an C: 125.300
3« . :C. ngs; 2c5,occ
Vscninery/ E s 'jio re n r: ?Ec,ooo
Miscei lanecus: 5o,occ
'C 'A . : i , iòo,cco

V/owira Caoltc; Rs:

average:

COST

Sew Materia..
Ven oo we*
„e deciti en / r*st*v:

average:

•15

Ren*cr<s:

r  ' N A \  C ’ A _ R,- C S : Ss

"u rnove-  / V c r ;' s ' v  e r a  irau'en-

■ o'c rv e s '^ e r ',■ crp.cyee 
c iu.' crr 2*rec
e Su‘ c ng _______

: a-c A:se . -'Zr< ~z Cccifc

.eer.s . e'o. 'c

?2,2cc 
 ̂ o

- û - - i___

Re-ns-<s:



ÎU'BSECTCR: ■CrjAL SITUATIONCATEGORY:

- 9 7  -

Sports Goods ^ruducer, lecther

’  1 3ROD’;C T 'O N  PROGRAMME:
1
1 1 T /ce ai Prwwcti: Leather Sails ( A-nua Average Cutouv 1 an Cjoaeirv
( •Vc’Or ? ' 2 C - v “ i - waits: I R i.: !

1

j

!

! Footfcoils 

L

15,000

!

425,oca 6 5

2 TEC H N O LO G Y AND p r c c j c t ic n  =a o l T i E3:
t process cannon! v cooi’ec: f V a :or Vccninery couisrenr: 1 imoorred ■aco:
• -  > am i ng
¡ -  Solitfing i common »cci 1 i f y )  

Stretching 
Shaving, buffing 

i -  Spray-point» ng 
1 -  Lining

-  Cuffing of panels 
i -  Stitching of ball

-  Pressure test
-  Specifying
-  frsoection

i § :

!

i 5.

! 6 *

|

i

lanning arum 
Stretching frames (boards) 
Shoring machine 
Excenter clicking press 
Spray-paint eguiement 
Work benches and tools

1
*
X
X

X

X
X

Lane and Building»: !
Building Area/ E.-rtoioyeeBuildings: Value /  sa.m min.: | Sao 1 m o x . |!,ooo| avereqe: J ~oo J !

i »one: Vaiue /  s e n . min.: [ 24o I mox. I 2 T o  ! Qveraqe: [  ’'d -  i ‘ min. : 1 4 . 2  1 ™ > x : !  19  [  cversce:[ • ! |1 1 1
3 RAW MATERIALS:

~voe: ! CuOnfîfv: 1 ?r’ce/L'nit:..7Ss) ’mpofed/ioca! i Imaort Out*es: i Quaiitv:
Suft leather
Lining
Chemicals
Paint
Bleeders
Thread

1 ¡ r

1 ks
; Irr. 

piece
j rolls

i
t

i!

135 ! x

.,2  • :  ,  *
65 !
3 | X  

_  . 1  - ■ *

i 3o ci !
!
i
j
i

good
medium
medium
medium
medium
m eoi u t*

4 M A N P O W E R  A N O  M A N A G E M E N T ;

1 m in . :  !  m a x . : o v e r o o e : S n t r e o r e n e u Tel B c e - k g ro u n c  o f  S o c r i c r / G w r . e r

M a n a g e m e n t :  1 ; I l ì S k i l l e d  w o r k e r
S t a f f :  ! | ì -

S < i i : e c  //c rv e - 's : ( 5  ¡ 9 ;

S e m i-  u n s k i l l e d  W o r k e r s :  ; 4  ¡ 7 7 E x t e r n e «  T e c h n i c a l  C o o p e r a t io n  n e c e s s a r y ?

T o r a i r ! l o  ! 13 ¡2 y e s

A c .T »  W o - y e r s :  ! 7 1 15 ’ o

e V A R < E *  D E M A N D  A N D  . V A R K E ’ I N G :

| i  M a r k e t  3 o t e r . r ; a :  a n o  C e v e a c m e n t  ^ o s c e o t s :  ’ M o r x e t i r g  C h a r n e l s  i r o n *  i n s '  :

| r ~ C o m esr- ’ c : ! C x o o r* : i c m e s ' : c : | E x o o r t :

o r e s e n : c e m c r a :  , c r e s e n r  o e m a n d : i

! . P i  ■ 4 ,5 ; o , e c o  ' S s  1 3 o , c o o , o c o
i l  . ; 1

; ; V / ó S T  v £ \
J

P : x e o  A s s e f s: Pi'- ! m - n .: * * 0 X . : 0 . 'S 'O r e î : W o r x i r g  C a s i t e t  Rs |

» e r o -  1 4 o , ; c c  i 3 o o , e o o 9 a , c o o . f , "  -  "  ;
r e « :  j  ® c , o c c 2: o ,  :o o 5 * i , e c o 1 ¿ .O C C  ! i

- .................................. ..... i

. V o c n l r s r x / E s u - s m . - :  ! 2 . o c a  . L 4 a . a a o 2T . a r n ■'n c x  ■ 1 1 4 0 ,3 3 0  ! I

• V is s e : le n e o u s :  1 l . s a o 5 .  e c o 2. « a o v e r a g «  [ 6 5 . o c a  1 i
T C ' A L :  i - - :a5. 1 A * --

- 1
----  ■'-------  * m n. - j m o x . ove-ô ® ' ì - .e m e rx j: j

P o  -V '.'cerio : 1 4‘- 1 *2 5 2 i
V.cnco**»': i • 2-: 2i

5 e c r e c ' c ' ‘ on  " e r e . ; : : 2
J C '- e - s :  ' 3- ’ : ■ > i
! j . . .  . ■- 1

* n.An : A .  R A * -: ; : :  R: ~ < 4 m c :x  s: j

| w "*.v i  ' ' Z  ' 0 '/•'•* 1 4 ) . ; - - I-. "-
j ■ VV ì c - ” ' * « '/  " 0  i z *  ■ o j

; v.2:*.'c' / r ;  z ~ z z / - : e  \ : z . .v:
j 2 - Z :  C.^O Cvtt'V ]
| 3 .  i . \  ;>5 3~rec ì . 2 : o o o ,  z : z ' ' • --- j

! ~ , vtpVv ------------------ .----------
'U .O C O o , : c z

r
1

G. ' ’J l1
i . . 1



- 98
S'JàSECTCR:
Sccrrj Gesas

CA~EGCRY:

R-cduuer, L »other

NEW CCM?ANV

*voe 3“ rrccucrj: Leather Bails Annua Averoge Cutout: an R i Cascai ry
Mc;or 3rocuC*s: .«.ni rs: S i . :

Footballs 15,ooo 9oo,oco ãc

'EC .H N O LC G Y  A N T  PRODUCTION f a C ì L I ’ IES:
Pracess cammomv aoD.lec: V c :or /Vacninery/Eauiomenr: imoortec locci

-  Purchase of reacy roorbcll leather
-  Lining
-  Cutting Into panels
-  Stitching of bolls
-  Pressure test
-  Inspection

1. Hydraulic clicking press
2. Spray paint equipment
3. Compressor
4. Plating press

X X
X
X
X

Lane arc 3 iging;:
3uliaing>; Value /  som. 
Loop: Vo:ue /  scm.

avere ge: E D  

average: E D

Building A re a / Employee 

average: I  12 I

RAW MATHS'ALS:
Tvse: G ua r-lty; Price/Unit:/& tmoor'ed/iocal: imeort Duties: Q ja '*tv:

Butt leather finished piece 2oo X good
Lining 2o X aood
Sticking agent ^9 do X 6o Ré gcod
Bladder oiece 3.5c X good
Thread ro lls

'

X good

MANPOWER A N T  MANAGEMENT:

c/eraoe:
.Vcncgemenf: I
Sta*:: 1
5 < i. .ea Workers: 5
3em.--*- unskilled Workers : 6
Tefal; 13
Heme Workers; lo

Entrepreneurial Hocxgrouna of Spcnjor/Owoer: 

Skilled worke* with experience in management

External Tecnnicol Coooeration neeeuory?

yes

VAR<E* M A ST A N T MARKETING:
V a rv -r ?3»e?v:c. and Deve coment ^-cscec's: Martetir? C’-arne'S ¡'an<:na} •

vcmesr-c: ZX22rr: Domestic: :xo o ":

- -
?*esenr imoort into EEC countries:
US 5 ?4 mi llion {Rs 94o mi IHon) Direc* *hrcugh association

NVEj’Yc.V
F ixe s As;e"s- Pi ove-ooe. Worxlng C so itc’ Rsi
Zone:
i j i  c ,- = s: ’co.aco
Vccn 'ner// cSetismen*: 35c. sco averase: 1 Ecc.sos 1
Misce! faneous: 3g , oso
T ü 'A . : o3o r sco

r i  s s .
aversce: bemerk#:

30'-v V.0te*;0.; no
Vonocwer: ' t
Desreciorisn / -r-eres*: s
G f-ers: Z
*>'a; -

: r 'N A N C ' A .  ù k 'C S :  a i ^emcr<s'
. '• ¡ v s '  y

’’-n e ve 1' t Me s - '-e rv  a"o -o u 'sre n '
Vocnlnery ;  oulcm»'** z.-covee Z? ZZs
‘ re .  nvesvmenr / cmc.o/es

5 ; 3 „ ’ 3 ' “*C Ovvnec T ?,¿13
3 Su' o>o 's-*eo 5 2 ,3cT

2. ;
3 , 23

.sens / ’ ”s*0 ’S r



BASIC DATA AND RATIOS

of

U N IT S  IN TERV IEW ED

n  « F »



LEGEND FOR BASIC DATA AND RATIOS

1 ) Soles figures 1979
(estimates of yearly sales volume)

2) 1 = Wholesaler
2  = Commission agent
3 = Retailers
4  =  Job order
5 = direct sales to end user
6  = Exporters

3) g = good 
f  = fa ir  
b = bad

4) T T D  
U TD  
A TI  
U T I

Traditional Technology Developing Countries ' 
Upgraded Technology Developing Countries 
Adapted Technology Industrialized Countries 
Unchanged Technology Industrialized Countries

5) S ta ff administrative and management personnel

6) %  o f total raw material (in terms of value)

7) Turnover/value of machinery and equipment

8) Value o f machinery and equipment/employees

9) Cost-to-sales ratio (%)



ANNEX 1 : BASIC DATA AND FINANCIAL RATIOS, Pagel

!
8 - (!' S' 'c=, Lnr : A

r r

0c _
K/1
0a Ct. (XV*

o à. Ö •i" °
O '• * -

Cl)

S. «x  c
0o T-

0 9
c> E 0 rJ 5

F - ! U CJ. 0 C;

2 Production W+L
Cricketbat^ Tennis 
Rackets, Footballs

7o 24o6 233 - 1 oo 6 2oo 15o ooo 75o

1 Production w Tennis + Squash 
Rackets» Hockey St

6 2 o4485o - 1 oo 6 2 1 oo 5oo ooo 238

27 Production W Hockey Sticks 26 1 84oooo 2 .0 9 8 .0 6 1 5oo 3oo ooo 2oo

25 Production W Hockey Sticks 36 1 o35ooo 3 .0 97 .0 6 275 15o ooo 545

45 Production w Tennis + Squash 
Rackets

51 855 ooo 2 .0 98 .0 6 - - -

26 Production w Cricket Bats 8 852 6oo 3 .0 97 .0 6 1 ooo 1 oo ooo 1 oo

33 Production w Cricket Bats 3o 625 ooo 2.0 98 .0 6 - - -

22 Production w Tennis Rackets 73 2oo ooo 1 oo - 3+5 - - -

\
¡6 Production w Cricket Bats

-

Badminton, Racket

1 o 189 ooo - 1 oo 6 9oo 32o ooo 355

Ì 5 Production w 6 91 8oo 1 0 . 0 ?o. o 8 + 6 ) - - !

14 Production w Hockey Sticks 4 84 ooo - 1 oo 6 - - -

19 Production w Badminton Racket 6 396oo - 1 oo 6 - -

► j

,

Í

j

1j-

S E C T I O N  1
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1. Introduction and Method of Approach

1.1 Introduction

1 .1 .1  Surgical Instruments

The surgical instruments industry started in Pakistan as early as 19o5 when an English surgeon 
working at a Sialkot hospital gave some instruments to a local blacksmith for repair. The surgeon > 
was so impressed by the quality that thereafter instead of importing, he got his instruments made 
by the blacksmith. By this,the foundation for this sub-sector was established and very soon more 
craftsmen followed, because the demand rapidly increased as more and more hospitals switched 
over to the less expensive locally made instruments.
In 193o the firs t export of surgical instruments was made to the United Kingdom. From that day 
export figures of surgical instruments have increased remarkably. The export has been expanded 
to more than 98 countries and the range of different items is now about 2ooo.

1 .1 .2  Cutlery

The tradition of the cutlery industry is a very old one. It has been developed out o f the industry 
fo r weapons like daggers, swords, and knifes. W ith  the passage of time the needs and cultural 
habits o f the people have changed and new items have been added. The Second W orld War 
prompted the industry to meet the demand fo r cutlery and small tools of the troops. Pakistan 
also started to export cutlery and utensils, reaching peak export figures in the year 1974/75.

1 .2  Method of Approach

The main objective of this survey is to define the potential of the selected industries i .e .

-  surgical instruments,

-  cutlery,

and to identify principle problem areas in order to show the possibilities fo r improved policy 
measures as well as technical assistance.

Accordingly, a detailed sector analysis is given in the following chapters, where all the main 
structural elements, such as technology, raw material supply, manpower and management, de
mand, and the like , are assessed and evaluated.
Based on this analytical part, in chapters 4 and 5 , an evaluation and assessment of the main 
problem areas are given as well as recommendations to solve the individual sector problems.
As statistical data are only scarcely available and in any case of questionable re lia b ility , it  
was necessary to collect the required data by extensive field research.

The fie ld  work took place from September 1st,to October 15th, 198o.
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Detailed interviews were held w ith 45 entrepreneurs chosen w ith due regard to their relative 
importance both w ith  respect to production size (productionemployees) and to other qualitative 
parameters, such as organization, marketing, etc.

Both sub-sectors have common characteristics and problems.Both use basically the same raw materia 
from the same sources and are located in almost the same region. Therefore most of the findings t 
and recommendations apply fo r both sub-sectors. Many units of the cut lery industries have 
closed down recently or intend to close down in the near future, therefore a statistical survey 
was not attempted, as the figures would be incorrect or unreliable.
Due to this reason, the survey concentrated on the surgical instruments industries, which have 
a bigger potential.

2 . Structure, Significance and Development Potential of Sub-Sector.

2.1 Size of Sub-Sector

2 .1 .1  Surgical Instruments

Traditionally the surgical instruments industry has been established exclusively in the city of 
Sialkot in the province of Punjab.

In 198o there were approximately 45o manufacturers and exporters producing surgical instruments 
out of which 6 can be considered as large scale and some 25 as medium scale businesses. The 
remainder are small scale manufacturers and cottage industries which are selling their goods 
through exporters, or are working as sub-contractors for the bigger producers.

The surgical industry employs some 15,ooo persons, w ith the typical feature that in nearly all 
firms the permanent staff is kept small and most o f the production steps which do not require so 
sophisticated machinery, are done on a contract basis (cottage industries and home work).

2 .1 .2  Cutlery Industries

Besides a few small units in Karachi, Hyderabad and Lahore, the cutlery industries are located 
in four towns, namely Wazirabad, Nizamabad, Gujranwala and Sia lkot, which are close 
together and a ll w ith in  the province of Punjab.

W hile table cutlery and pocket/hunting knives are mainly produced in Sia lkot, Nizamabad 
and Wazivabad, the centre for kitchen and hollow ware is Gujranwala.
In 198o there were approximately 25o manufacturers, out of which 9 are medium scale in
dustries. The remainder are small scale manufacturers and cottage industries, which are selling 
their goods to local retaiîshops or are working as sub-contractors for the bigger producers.
The cutlery industries employ approximately 4ooo persons.

2 .2  Characterization of Units Inverviewed

2 .2 .1  Number of Units and Regional Distribution

Referring to the surgical instruments industry, the survey is based on detailed interviews with

' j ' , 1 j  i i i' f jO O P « G O P A O O P «
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entrepreneurs o f 42 production units, which were selected according to  the ir representative
ness in respect to the entire sector. A ll these 42 units are located in Sialkot which is the 
exclusive centre fo r surgical instruments production in Pakistan.
The basic data and main financial ratios o f these companies are compiled in Annex I .
W ith in  the group of manufacturers of cutlery 3 units were visited also located in Sia lkot.

2 .2 .2  Classification of Units

2 .2 .2 .1  Surgical Instruments

Surgical instruments comprise the following main product groups:

-  bow instruments and artery forceps

-  dressing forceps, needle holders etc.

-  household scissors

-  diagnostic instruments/incl. gynaecological and obstetrics

-  orthopaedic instruments

-  spring forceps

-  dental instruments

-  ophthalmic instruments.

The total number of employees working and/or on a contract basis fo r the 42 units surveyed 
amounts to 7224.

Table 2.1 shows the distribution of permanent sta ff as well as workers employed on contract 
basis. The table indicates that approximately 75 %  of the total labour force is employed on 
a contract basis.

Table 2.1 Distribution of Employees per Category

Permanent on Contract Total

Supervisors 
Office staff

Labour Subtotal Supervisors
(estimated)

Labour Subtotal
N o. %

N o. % No. % N o. % N o. % No. % N o. ! %

359 5 1,264 17.5 1,623 22.5 2oo 3 .5 5,4o1 74 5 ,6 o l 77 .5 7,224 loc

' i  f, » - ¡ f  i .



Table 2 .2  shows the size of the 42 production units by number o f employees: 

Table 2 .2  Size Structure of Sample Production Units by Number of Employees

N o . o f Employees N o . of Production 
Units

%  Structure

1 - 4 9 14 3 3 .3

5o - 9 9 12 2 8 .6

lo o -  199 8 19.o

2 o o -4 9 9 5 11.9

above 5oo 3 7.1

42 lo o .o

It can be seen that more than 6o %  of the units have less than loo employees, whereas only 
three firms (7 .1 % )  have more than 5oo employees each. The number o f employees range in 
between lo  to 125 fo r the smaller units and 123 to 32o for the larger units.

Table 2 .3  shows the abloiute and relative size of •ne lo  biggest units o f the sample:

Table 2 .3  Rank of the lo  Biggest Sample Units by Employees

U n it
No.

Aggregate 
%  of Total 

Sample

Employees
(absolute)

Employees
(aggregate)

%  of
Total Sample

Aggregate 
%  o f Total 

Sample

1 2 .4 1,856 1,856 2 5 .7 2 5 .7

2 4 .8 889 2745 12.3 38 .o

3 7.1 569 2(314 7 .9 4 5 .9

4 9 .5 322 3636 4 .5 5o .3

5 11.9 3o7 3,943 4 .2 5 4 .6

Ó 14.3 3o2 4745 4 .2 5 8 .8

7 1--.7 282 4,524 3 .9 62 .6

8 19.0 217 4/41 3 .0 6 5 .6

9 21 .4 195 4,936 2 .7 68 .3

lo 23 .8 159 5p95 2 .2 7o .5

(42 = loo) (Total = ?224) loo
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The before mentioned table indicates, that 25 %  of the production units (based on the sample) 
employ some 7o %  of the total labour force, and only lo  %  of a ll units employ 5o %  of the 
total employees of the sample.

Table 2 .4  below shows the size structure of the 42 production units included into the sample 
by size of investment:

Table 2 .4  Size Structure of Sample Production Units by Investment (fixed assets without land)

Fixed Assets without 
Land (l,ooo Rs.)

Number of 
Production U n its %  Structure

less 499 24 57.1

5oo -  1,999 lo 23 .8

2, ooo +  and above 8 19.o

42 loo.o

Based on the number of units visited the overage total investment per unit and per employee 
can be estimated as following:

per unit (Rs.) per employee (Rs. )

-  small units (labour-intensive production 35o,ooo

- med’um /  large units (mechanized
production) 2,5oo,ooo

23.000

46.000

It can be seen that significantly more than 5o %  of the enterprises have fixed assets of less 
than 5oo,ooo R s., whereas only 8 units (19 %) exceed fixed assets of 2 m illion Rs. Table 2 .5  
shows the absolute and relative size of the lo  biggest firm s, ranked by size of investment 
(without land):

C it . l f s f !
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Table 2 .5  Rank of the 1o Biggest Sample U n its , by Size of Investment

U n it
N o .

Aggregate %  
of Total Sample

Fixed Assets 
without Land 

(looo R S .)

Fixed Assets, 
Aggregate

Fixed Assets 
as %  

of Total

Aggregate 
Fixed Assets 
as %  o f Total

1 2 .4 2 ^ 6 7 4 2 4 6 7 4 3 6 .9 3 6 .9

2 4 .8 8,133 34,8o7 11.2 4 8 .2

3 7.1 4 5  00 41,3o7 9 .0 5 7 .3

4 9 .5 4,988 4 4 2 9 5 6 .9 64 .2

5 11.9 4  oo5 49 ,3oo 4 . 2 68 .3

6 14.3 £591 51,891 3 .5 72 .0

7 16 .7 £5o 8 5 4 3 9 9 3 .4 7 5 .4

8 19.o £ 3 5 3 54752 3 .3 78 .7

9 2 1 .4 1,756 545o8 2 .4 81.1

lo 23 .8 \  o lo 6q 118 2.2 8 3 .4

(42 = loo) ( Total = 7£ lo i) ( Total == loo.o)

The above table shows, that more than 80 %  of fixed assets is held by less than 25 %  of the 
units, and 6o %  of the fixed asset* by less than lo  %  of all units visited.

Table 2 .6  Size Structure of Sample Production Units by Turnover

Turnover 
(looo Rs.)

Number of 
Production Units

%  Structure

up to 999 12 28 .6

1,000 - 1,999 19 35 7

2,ooo - 4 ,999 lo 23.8

5,ooo and above 5 11.9

42 1 oo. 0

i! t. ÿ '*■i l, ’
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According to table 2 .6  more than 60 %  of the firm s realize an annual turnover of less than 
2 m illion R s ., and only some 12 %  (5 units) exceed sales of 5 m illion Rs. Table 2 .7  below 
shows the absolute and relative size of the ten biggest firm s, ranked by their annual turnover:

Table 2 .7  Rank of io  biggest Sample Units by annual Turnover
t

U n it
N o .

Aggregate %  of 
total sample

Annual turn
over, 
l,o o o  Rs.

Annual turn
over, 

aggregate

Annual turn
over as %  

of total

Aggregate annual 
turnover as %  

of total

1 2 .4 26 ,129 26,129 2 1 .o 2 1 .o

2 4 .8 11,7oo 37,829 9 .4 3o .4

3 7.1 8 ,578 46,4o7 6 .9 3 7 .3

4 9 .5 8 ,ooo 54,4o7 6 .5 4 3 .8

K 11 .9 6 ,598 61,oo5 5 .3 49.1

6 14.3 4,8oo 65,8o5 3 .9 53 .o

7 16.7 4 ,632 7o,437 3 .7 5 6 .7

8 19.o 4 ,37o 74,8o7 3 .5 6o .2

9 21 .4 4 ,132 78,939 3 .3 6 3 .5

1o 23 .8 3.o74 8 2 .o l3 ______ __________ 66.0

(42 = loo) (total = 123,94o) (total = loo)

It can be seen that the four bigger* units (9 .5 % )  realize some 43 % , and that the ten biggest 
(23.8 %) realize 66 %  of total annual turnover.

The average sales per unit and per employee can be estimated as follows:

per unit (Rs.) per employee (Rs.)

- small units (labour intensive production) l,25o ,ooo  2o,ooo

-  large units (mechanized production) 4,7oo,ooo 17,8oo

C iO '

mi
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2 .2 .2 .2  Cutlery

Clossifîcotion by product groups:

As already mentioned above there are three main product categories, namely

- table cutlery (spoons, forks, knives, etc.)

-  pocket knives and hunting knives

- kitchenware and hollow ware.

Classification by number of employees, size o f investment and turnover:

Due to the restricted sample size it  is not possible to'draw detailed comparisons as done for 
the surgical instruments industry. Table 2 .8  shows the main figures fo r three cutlery pro
duction units o f the sample.

Table 2 .8  Employees, Investment and Turnover o f Cutlery Industry

Firms Employees Investment ^  
(-M io Rs.-)

Turnover 2) 
(-M io Rr -)

Firm  1 26 5.o3 2.62

Firm  2 25 2.83 1.55

Firm  3 12 2 .47 0 .72

Total 63 10.33 4 .8 9

Average 21 3 .44 1.63

' Fixed and current assets (present values)
2) Total sales and miscelleneous revenues

In this context it  should be pointed out, that during the lost few years the cutlery industry 
has significantly reduced its  labour force and consequently its output: As a result equipment 
and machinery is highly underutilized and over time the capiral /  output ratio fe ll due to de 
d in ing  investment.

«¿ 0 **1 *
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2 .2 .3  Orgonizotionol Aspects 

Leggi Stotus

W ith  respect to the legal status, most of the units visited were partnerships between family 
members or friends, followed by limited companies (compare table 2 .9  below). These two 
organizational forms are existing in the large as well as medium and small scale industries. 
The third form * sole proprietorship -  was mainly found in the small scale industry.

Table 2 .9  Distribution of Orgonizotionol Forms

Production
line

Sole Proprietor Partnership United Comoanv Total
N o . % N o . % N o. % N o . %

Surgical
instruments 4 9 .5 28 6 6 .7 lo 23 .8 42 loo

Cutlery - - 1 33 2 66 3 loo

Registration

Companies up to lo  employees should be registered under the labour act, whereas companies 
with more than lo  employees should be registered under the factory act. O ut of the inter
viewed companies almost 7o %  of the units were registered (see table 2 . lo  below). Some of 
the larger unregistered companies had applied for registration. The majority of the unregistered 
firms are belonging to the small scale industry.

Table 2 . lo  Distribution of Registration Stotus

Product Labour Act Factory Act Not reelistered Total
line

N o . % N o. % N o. % N o. %

Surgical
instruments lo 28 .8 19 4 5 .2 13 3 1 .0 42 loo

Cutlery 1 33 2 66 - - 3 loo

Membership

There are two associations existing in Sia lkot, the very well known Manufacturing Association 
and the trade association. Most of the units interviewed were a member of one of these two 
associations. Amongst the large and medium scale oniy one unit was without membership.
In the small scale industries almost 6o %  are member of an association (see table 2 .1 1K
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Table 2.11 Distribution of Membership

Production
line

Manufacturers'
Association

Trade
Association

without
Members lip

Total

N o . % N o . % N o . % N o. %

Surgical
instruments 35 8 3 .3 2 4 .8 5 11 .9 42 loo

Cutlery 2 66 - - 1 33 3 loo

Location

There is a strong tendency to establish the units w ith in the Small Industries Estates. So fa r, 
I I  units (26 .2  %) interviewed are established w ithin the Small Industries Estate of Sia lkot. 
Out of the remaining 31 units, 3 have started the construction work and w ill sh ift to the 
estate in the near future (compare table 2 .12  below).

Table 2 .12  Location

Production
line

W ith in  the Estate  
(actually or in  the next future)

Outside Estate Total

N o . % N o . % N o . %

Surgical
instruments 14 33 28 66 42 loo

Cutlery 2 66 1 33 3 loo

3 . Technical, Economic and Financial Analysis of Target Units

3.1 Production and Technology

3 .1 .1  Range of Products

Annual production of surgical instruments is estimated to be about 2o m illion units, covering 
a range of approx. 2 ,coo different items which belong to the following eight main categories:

- bow instruments - haemostats (artery forceps, dressing forceps, needleholders, etc.)
- surgical scissors
-  domestic scissors
- diagnostic instruments (gynaecological and obstetrics)

* » O f * ; «
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-  orthopaedic instruments 
spring forceps 
dental instruments 
ophthalmic instruments.

Most of the products are made of stainless steel, only some kinds of instruments are made of 
carbon steel and non-ferrous metal. The cutlery production of Pakistan consists of the three 
already mentioned main product lines, table cutlery, pocket and hunting knives, and kitchen 
and hollow ware, and covers a ll current items in various types, models, qualities, and sizes.

3 . 1 . 2  Q ua lity  and Standardization

The production of surgical instruments is normally done on the basis of specified orders, i .e .  
the client orders instruments according to accurately defined standards. The Pakistan manu
facturers are capable of producing instruments in accordance w ith  the B ritish , German or 
American classifications; several instruments have also been standardized by the Pakistan 
Standard Institute . The quality of Pakistan surgical instruments varies from company to company 
and suffers frequently from irregularities in shape and fin ish , due to the low level o f mechani
zation. As instruments from Pakistan are mainly for ward use (see lis t in 3 .1 .1 ) ,  they are, k
in spite of the quality deficiencies, of reasonable standard. The level o f quality is a direct ob
stacle fo r entering the market fo r surgical instruments in the narrower sense, i .e .  precision 
instruments fo r use under sterile  conditions.

The quality o f the Pakistan cutlery varies w ith  the different product lines: table cutlery and 
kitchen and hollow ware are of low quality and bad fin ish  and cannot meet international 
standards, whereas hunting and pocket knives are of satisfactory quality and competitive in all 
export markets.

3 . 1 . 3  Classification by Markets (Domestic, Export)

A t present more than 9o %  of the surgical instruments produced in Pakistan are exported.
The main markets are the United States of America, Great B rita in , and West Germany, which 
together stand for about 7o %  of total Pakistan exports (see table 3 .1 ) .

Table 3.1 Exports of Surgical Instruments

US $ mill ion 1976/77 1977/78 1978/79

USA 4,o71 5,969 8,o54

UK 1,272 2,229 2,494

FRG 1,339 l ,6 o 5 2,165

Others 4 ,493 5,111 5,875

Total 11,175 14,914 18,585
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As already mentioned, the Pakistan surgical instruments production is  mainly for wcrd use 
and, additionally, used by students for training purposes. O n ly a small proportion is  sub
mitted to further improvement by third parties and then sold as "upper lin e " instruments to 
be used by surgeons. These instruments normally have a different country or orig in label.

Referring to cutlery production, more than 9o %  of total exports are knives, which are e x- 
proted to the USA and West Germany. The rest of the exports, comprised mainly of stain
less steel utensils, is  directed to the Middle East counstries.

3 .1 .4  Level of Technology

3 .1 .4 .1  Surgical Instruments

The schematic production flow of surgical instruments in a typical mechanized unit can be 
characterized as below:

1. Selection of Row Material

ci*fo  nr»rl m n f o r ’n I  ^ n p r l f i r n t iA H  P n r  m rx t  rtf thfir > U U V I  W l l  1 ^  I  W  >*• p w  f  • •  f  » - p  -  •* • ■ • — • ■ » ■  ■ '  * — • ■ - ■ — -  - -

items stainless steel bars are in use.

2 . Cutting

In mechanized units the cutting of biancs is  done on eccenter presses.
It is  common to cut two biancs with one stroke.

3. Bending

Some items require bending to pre-shape the biancs for forging. Th is is 
done on an eccenter press. About s ix  biancs can be bended with one stroke.

4. Forging

It is  common in Pakistan to forge in two steps, pre-forging and final 
forging. The ideal situation is  to operate with two hammers, a separate 
hammer for each step.

5. Annealing

The forging process causes hardness in the material which has to be re
leased before trimming through annealing.

6. Trimming

The trimming is done on eccenter presses normally in two steps: trimming 
cf the blanc, and trimming of the ring. Trimming means clipping off fhe 
waste materiel.
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7.

8.

9 .

lo .

11.

i2.

13.

14.

15.

Cold Stamping

The trimming can cause deformation of the piece. To straighten the piece 
again, a stamp in cold condition is  done either on the forging hammer 
or on a fric tion spindel press.

Machining

Serrations, rackets, and the jo ints are now done by m illin g  machines 
with special m illing  cutters. Sometimes also a «lotting machine is  used 
for the jo in ts.

F ilin g

The next step is  the f ilin g  to shape and s ize , which is  done manually. 

Setting

Setting means to f ix  the two parts of an instrument together. Besides the 
d rillin g  of the hole of the rive ts, the setting is  done manually.

Hardening

Almost a li the surgical instruments require a certain hardness. The pro
cess applied is ,  to heat up the items and cool them down abruptly. 
Temperature and cooling medium depend on the specification of the 
material.

Tempering

Tempering means to release some stress from the material in order to 
increase the thoughness. Th is is  done with a ll instruments that require a 
spring effect.

Riveting

The two parts of an instrument are fin a lly  fixed together in Pakistan 
commonly by a rive t.

Grinding, Po lish ing

The fin ish ing of the surface is commonly done by dressed wheels, only
rcw u n its  are us ing  o o rus ive  " e i r s .  M orasive  De its  are more e xpe ns ive  but 
the re su l t  is much b e tte r  due to the f l e x i b i l i t y .

Cleaning

Cleaning is done in kerosene or special chemicals by brushing and r in 
sing. The more advanced mehtod is the use of on ultrasonic piant.



-  14 -

Inspection

Inspection is  done by specially trained personnel. The main objectives 
are shape and s ize , serration, surface, and function.

Packing

Before packing in carton boxes, the items get a plastic cover to avoid 
damage. Th is method has been commonly used for the past few years.

Subsequently, the main characteristics of the Pakistan surgical instruments production with 
respect to these individual production steps are described.

Forginc:

Though some of the bigger companies already have machine-forging equipment, the majority 
of the instruments (some 9o % ) is  s t i l l  produced by hand-forging . Main disadvantages of 
hand-forging are:

labour intensity: one forging hammer has the capacity of about 3o hand-forgers 
-  hand-forgings cannot be machined accurately 

hand-forgings require extensive f ilin g  to shape 
hand-forged instruments are not uniform.

The only advantage of hand-forging is  its lower waste of material: hand-forging 5 %  as com
pared to up tc 60 %  of machine-forging, depending on the shape of the respective instru
ment.

Trimming:

Th is production step which is essential for machine-forging is  performed on eccenter presses.

Machining:

Machining is  required for the processing of:

male and female jo ints (box and leaf)
serrations
racks (catches).

Th is process is normally performed on universal m illing  machines, 
manned and a ll table feeds are manually operated.

Each machine is • - I * * .1 . . . i f
I M U  I V I U U U I  I y

F ilin g  and setting:

The methods of f ilin g  end setting of instruments applied in Pakistan are quite sim ila r to the 
European ones. The only major difference is  the significantly lower level of output in Pakistan 
cue tc the extensive f ilin g  work necessary to pair up mis-matched hand-forged items.

1 ! As comparison: in Europe about 8o %  of surgical instruments are machine-forged.
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Heat treatment:

Correct heat treatment determines the wear life  and corrosion resistance of the instruments 
and is ,  therefore, a very important operation point. F irs t ly  the annealing of the forgings 
plays an important part in the life  of the m illing  cutters and press tools. Most of the smaller 
units anneal their forgings in an oven made from cow dung in which the temperature is  un
controllable and results in a very short lifetim e of m illing  cutters and other tools. Secondly, 
the hardening and tempering determines the quality of the instruments. The equipment available 
in Sia lkot is  out of date, with the existing furnaces (most of the heat treatment is  handled in 
the Metal Industries Development Centre) no equal heat distribution can be achieved, and 
the result depends entire ly on the s k i l l  and experience of the furnace operator.

Polishing, fin ish ing , glazing:

In Pakistan glazing and polishing are done on dry running grinding wheels and dressed wheels 
which inevitably are overheating the small instruments, softens them and lowers the corrosion 
resistance. There are only two grades of glazing emery available, namely

rough abrasive (approx. 80 -  12 o grit) 

fin ish ing emery (approx. 800 g rit).

Intermediate grade of emery (approx. 4oo grit) is  not available in Pakistan.

The cutting power of the fine emery is not sufficient to completely remove the glazing marks 
left by the rough emery. Consequently the fin ish  gives a poor impression. More use should be 
made of abrasive belts which, because of their f le x ib ilit y ,  can follow the shape and contours 
of the instruments much better than a wheel.

Marking:

Many manufacturers are s t i l l  using a hand punch to mark the trade mark into the shank which 
results in poor quality and, sometimes, distortions of the shank. The Metal Industries Develop
ment Centre in Sia lkot provides electro-etching fa c ilit ie s which give better resu lts, but is 
not completely satisfying. Some bigger units have started to mark their instruments w ith electro
chemical etching which can be regarded as the most adequate technological level.

Cleaning:

Most of the smaller production units are cleaning their instruments w ith kerosene or TR Y .
Th is method does not guarantee complete cleaning, especially of box chart Instruments, from 
grease or emery residuals which can cause corrosion. O n ly some bigger production units work 
with ultrasonic bath which is  regarded as the best and latest method of degreasing and cleaning.

Inspection and quality control;

Though the manufacturers and exporters normally have their own fina l quality control depart
ment, they usually lack profound knowledge about formal quality standards. As a consequence, 
miner faults are frequently passing the quality control procedure unnoticed and w ill be re
cognized only later by the customer. Q ua lity control of the bigger firm s is , on the average,



- 1 6  -

better than in the small and medium scale units, which is  partly due to more frequent con
tracts with the foreign customers and, consequently, their better knowledge of quality re
quirements in the export markets.

Packing:

The quality of packing and product specificcmion is ,  on the average, very low and tends to 
stress the low quality of the product. O n ly the larger firms are taking into account the im
portance of adequate product presentation.

Subcontracting:

As already mentioned, the production of surgical instruments involves, besides the mechanized 
process, a number of manual operations. A lot of th is very labour-intensive manual work is  
frequently given to sub-contractors who are specialized mainly in hand-forging, f il in g , setting 
and polishing. It is  not uncommon that one item is processed by three different sub-contractors, 
each of them specialized in one particular step of processing.

Fa c ilit ie s generally available from outside:

The Metal Industries Development Centre provides heat treatment, machine forging, electro- 
etching and machining as common fa c ilit ie s which can be used by small and medium scale 
industries on a contract basis. The provision of these fa c ilit ie s is  very essential for the small 
business sector as it normally does not have the production volume to run the respective equip
ment. Apart form the Metal Industries Development Centre, three private enterprises offer 
heat treatment fa c ilit ie s.

Fa c ilit ie s required:

Very important fa c ilit ie s which are not yet available are:

laboratory for metal analysis. In many cases the specification of raw material is 
questionable and unsatisfactory, in particular when raw material is  purchased 
from local re ta ile rs.

tool and die-making shop to meet the increasing demand for tool fixtu res, etc.

additional machine-forging fa c ilit ie s to give more of the small and medium scale 
production units the chance to increase their product quality.

3 .1 .4 .2  Cutlery Industry

The technology commonly cpplied for the production of cutlery in Pakistan is similar to the 
one of the manufacturing of surgical instruments. The production process is generally more 
simple, as cutlery like forks, knives, spoons, etc. and hunting knives consists only of one 
part and do not require cny joint. Though the generally simple shape of cutlery enables the 
mechanization of a large range of production steps, the level of mechanization in Pakistan 
is still very low. O nly  a very few of the exisring medium size production units ere partly 
mechanized and use presses, rolling machines and shearing machines. The mciority of the



cutlery sector, however, belongs to the cottage industry which is  working mainly on a 
manual basis and usually acts as a contractor for medium size  firms for production steps such 
as hand-forging, polishing, and glazing.

Fa c ilit ie s available from the outside for the cutlery industry as w ell as fa c ilit ie s which would 
be required by th is sector are the same as those for the surgical industry.

3 .1 .5  Plant and Machinery

3 .1 .5 .1  S ize  of Plant

The typical s ize  of the plant (sqm) by product line is  shown in table 3 .2 .

Table 3 .2  : S ize  of Plants by Product Line and Number of Companies

Product
Line

Size  of Plant ( sqm ) 
(buildings)

Less than 
25 o

251 -  5oo 5o l -  looo lo o l -  3ooo More than 
3ool

Surgical

Instruments

No. % N o. % N o. % N o. % No. %

13 31 12 28 .6 lo 23 .8 5 11.9 2 4 .7

Cutlery 3 loc .o

The space per worker (table 3 .3 ) is  from minimum to large for surgical instruments. The 
majority of companies occupy about lo  to 25 sqm per worker. In cutlery the two units visited 
are in the bracket 26 to 5o sqm per working place.

Table 3 .3  Space per Worker by Number of Companies

Production
1 1 W Qu m c

Space per Worker (sqm)

Less than 
c -,— ̂ dCjin

6 -  lo  ! 1 1 - 2 5 26 -  5o More than .
C 1 
- J  1

No.| % No. %  N o . j  % No. %  ! No. %
! ! . . !

Surgical
Instruments

j

4 9 .5 lo

i ! ! j
1 l i t i  

23.81 15 35 .7  I 8 : 19 j 5 1 12
' ! : 1

Cutlery
: ! 

! !

I
2 ! 66 Ì 1 34

i i 1







3 .1 .5 .2  Type of Machinery and Equipment

Type of machinery generally used in th is sub-sector and the corresponding average age is 
completed In table 3 .4  . It  can be seen from th is table that some units are fa ir ly  well
equipped with adequate machinery. Most essential for a ll companies in th is branch are 
polishing addas. Th is traditional type of technology for polishing the instruments is  available 
in most companies in sufficient number. Machinery needed for improvement of quality stan
dard are machine-hammers, presses, m illing  machines and ultrasonic degreasers.

3 .1 .5 .3  Country of O rig in

Most of the more sophisticated machinery applied in th is sub-sector is  not manufactured in 
Pakistan and has to be imported, e .g . :

forging hammers (drop forging hammer) 
copy m illing  machines 
die sinking machines 
hardness testing machines 
ultrasonic degreasing plants 
electro chemical etching machines 
conveyer belt heat treatment plant 
pneumatic hand tools.

The machines which are manufactured in Pakistan have a comparatively low level of sophi
stication; their quality with respect to accuracy and precision is  sufficient for normal produc
tion, but the average lifecycle is re la tive ly  short. Among these machines are:

eccenter presses 
fric tion spindle presses 
universal m illing  machines 
lathes
sharing machines 
polishing addas.

Apart from these machines some other accessories are produced in Pakistan, e .g . m illing  
cutters, forging dies, fixtu res, e tc ., but generally the quality level of these products is  far 
below the international standards. A s ma|or faults of Pakistan produced forging dies, e.g. 
were observed:

incorrect steel and subsequent heat treatment resulting in dies which were too hard or 
too soft,

mismatchingoftop-cnd bcttom-die ere producing forgings which are out of center and 
cannot be cl ipced out properly,

varying depth of impression in top- and bottom-die,

poor surface ; !nish of :mpression and fiesh clearance.
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Table 3 .4 : Composition and Age of Machinery
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3 .1 .5 .4  Average Age and Condition of Machinery

Details on the average age of machinery w ill be found in the following table 3 .5 . 

Table 3 .5  : Average Age and Condition of Machinery

Production
Line

Less than 
3 years

3 - 5 6 -  lo 1 1 - 1 5 More than 
16

N o. % N o. % No. 0//0 N o. % No. %

Surgical
Instruments 4 12 17 7

Cutlery 3 loo
|

Most of the machinery seen in the surveyed units was in good or at least fa ir condition.
Polishing addas are very simple machines and the accuracy is  not very affected by age. The 
same applies for forging hammers, beeing very long lasting machines, provided regular main
tenance is  observed. More sophisticated machinery, however, like  ultrasonic plants, m illing  
machines, electro etching machines, etc. are re lative ly new and their ages are hardly 
exceeding five years.

3 .1 .5 .5  Capacity U tiliza tio n

The degree of u tiliza tio n  of machinery and equipment varies from company to company and 
also depends on the type of equipment w ith in the individual production unit. W ithin the sample 
the lowest degree of capacity u tiliza tio n  was 2o %  and the highest 8o% with an average capacity 
u tiliza tio n  of 5 9 .4  % . (see table below).

Table 3 .6  Capacity U tiliza tio n  according to Product Line and Number of Units

Product
Line

| Less than 25 % 25 -  5o % | 5o -  75 %

J ______________

More than 75%

Surgical
Instruments

j

1

2 - ; 24 l i

Cutlery , - 2 I 1
i

-
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One important observation was that capacity u tiliza tio n  of more sophisticated, specialized 
machines such as forging hammers, fric tion and eccenter presses, etc. was lower than capa city 
u tiliza tio n  of the simpler, more universal machines such as polishing addas, d rillin g  machines, 
etc. Th is was mainly due to the following reasons:

the capacity of new sophisticated machines is  much bigger than that of the other production 
equipment, which means that the capacity of the various production steps is often not 
properly balanced.

firm s with new and sophisticated machines often suffer frequently from shortcomings of 
sk ille d  machine operators as well as suitable tools and dies.

Table 3 .7  Capacity U tiliza tio n  and S ize  of Investment for Machinery

Product
Line

More than 
1 ,ooo,ooo

Between 
5oo,ooo- 
1 ,000 ,000

Between
100.000 -
500.000

Between
1 0 .000 -
100 .000

Less than 
lo , ooo

Surgical
Instru-

N o.
Units

%
U t i l i z

N o.
Units

%
U t i l iz .

No.
Units

%
U t i l iz .

N o.
Units

%
U t i l iz .

N o.
Units

%
U t i l i z .

8 53 - - 11 65 17 m 57 .9 6 61 .6

Cutlery 2 4 7 .5 1 25 - - - - -

The highest capacity u tiliza tio n  in surgical instruments is  w ith the units having investments up 
to5oo,ooo R s.; in cutlery with units with investments above 1 m illio n  Rs.

3.1 .5 .6  Ratio Turnover /  Investment

Figure 3.1 shows the capital productivity as defined by the ratio turnover/investment 
(machinery and equipment).

Figure 3 .1 : RatTo: Turnover /  Machinery and Equipment

2o %  2o °o



Thefigure indicates a broad range of capital productivity(related to the investments in 
machinery and equipment only), varying in  between 2 and 75 respectively a low capital /  
output ratio from o .o l to o .5  depending on the degree of mechanization. For the majority 
of the units the capital /  output ratio is  in between o .4  and o .7 .

3 .1 .6  Technological Constraints

3 .1 .6 .1  Technical Aspects

Power breakdowns are, especially in the dry season in between June and August frequent 
(4 to 5 hours per week on the average) due to irregula rities and shortages of water. Machine 
breakdowns are w ith in the normal lim its and mainly due to the wearing out of bearings, which, 
however, are easily available in the local reta il shops. Spare parts can be manufactured 
usually either in Bazar shops or in the Metal Industries Development Centre.

The maintenance cost, on the average, do not exceed 1 %  of total turnover.

3 .1 .6 .2  Q ua lity  and Q ua lity  Control

Every production unit has normally its own quality control section; however, usually only the 
final product is  subject to quality control, which is  an important deficiency. Q ua lity  control 
executed after the individual production steps, which would be most essential, is w idely un
known. Most of the personnel employed in quality control lacks knowledge and experience, so 
that many minor defects are passing without being detected.

3 .1 .7  Working Conditions

Working conditions in the production units visited were generally below those of industria lized 
countries, which refers mainly to the following deficiencies:

industrial safety standards are largely unknown. Though no offic ia l statistics on working 
accidents are cvailable, the accident rate seems, according to on inofficial source, to be 
very high

unsatisfactory light conditions

complete lack of any kind of protection measures to reduce or eliminate noise, heat and 
dust, etc.

Although intermediate storage and transportation fa c ilit ie s for material and semifinished 
goods were common, material and goods were found to be scattered a ll over the floor.
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3 .2  Materials and Components

3 .2 .1  Source

Pakistan is  making efforts to replace gradually the expensive imported raw material by 
recycling of scrap.

In various c ities remelting and rero lling plants are existing , but most of the plants are not 
yet able to produce quality steel due to the lack of know how and testing fa c ilit ie s . 
Commonly a ll kinds of scrap are mixed up, with the resu lt, that the produced material is  
from indifferent composition and lew q ua lity. However there are steel m ills  in  Karachi 
which might be in  the position to produce material according to spezifications. F irs t  steps 
have been taken to coordinate the production range with the demand of manufacturers of 
surgical instruments and cutlery. A service centre for foundry industries has been set up by 
U N ID O . It should be Investigated how far the services of this centre can be utilised  for the 
surgical and cutlery industries.

3 .2 ,2  Type and Quantity

About 8o %  of instruments and cutlery are made of stainless stee l, there are few items, how
ever, which are made of brass or carbon steel. Along with the trend towards mechanization 
there is  an increasing demand for die and tool steels.

The approximate annual raw material cc ¡sur orion of an average company for the surgical 
instruments and cutlery sub-group is  c^mpilec. Delow in table 3 .8 .

Table 3 .8 : Raw Materials and Components

Specification Source
Approximate Price/ 

U n it (Rs)
Quantity

Surgical Instruments
Quantity
Cutlery

Stainless steel 

-  bars

all

imported 26 Rÿ'kg 3o,ooo kg 5,ooo kg
-  sheets 18 R$/kg 5,ooo kg 25 ,000  kg

Carbon steel 12 R$/kg - 5,ooo kg

Polishing bars 25 R/bar 3,5oo bars 4,ooo bars

Apart from the items listed above, other materials are used, though less important in terms of 
quantity, like  tools and die steel, sterling s ilv e r, brass and other non-ferrous materials, rive ts, 
furnace o il,  kerosene, quenching o il,  etc.
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3 .2 . 3 Q uolity and Standard

As far as the quality of raw materials is  concerned, the following statements can be made:

Q uality of imported materials and components is generally suffic ient and the speci
fications required are normally met by the materials supplied.

However, the American specification which is commonly used in Pakistan sometimes 
creates problems due to the wide range of tolerance.

Two relevant examples w ill illustra te  the point: Surgical instrument makers normally 
use stainless steel with the specification A IS I 41o which quotes a carbon range of 
o .o l %  -  o. 15 %  and chromium range of 11.5 %  -  13.5 % . Th is means that any steel 
containing o .o l %  -  o. 15 %  carbon with the requisite chromium could be supplied, 
but steel with a carbon content below o.o5 %  Is not haHenable by heat treatment.

The second example concerns stainless steel with the specification A iS I 42o, which is 
normally used in surgical and cutlery items with cutting effect such as knives and 
scalpels. A IS I 42o rcnges from o. 16 %  -  o.6o %  carbon and 12 .o %  -  14.o %  
chromium. For a given heat treatment the result would range between a re lative ly soft 
knife blade to a stainless razor blade steel.

These two examples show that a closer tolerance range is essential. It is  advisable 
to use the B rit ish  or German specifications, or the surgical and cutlery trades should 
provide their own tolerance specifications.

Raw materials purchased from retail shops are not always reliable be ciuse specifications 
are sometimes missing or ro t matching with the respective materials.

Components are generally available in c suffic ient quality, however, glazing and 
polishing material is lacking in quality and variety.

-  Testing facil it ie s are lacking w ith in most of the units and outside testing fa c ilit ie s are 
commonly not applied. Furthermore, the genercl knowledge about the materials is 
poor. Th is may result in the use of unsuitable material arid inadequate processing. 
Changes in the composition or material contribute to variations in quality and durab
i l i t y  of the products.

Cost of Materials and Terms of Payment

Prices of raw materials and components are considered to be rcther high, particularly if  only 
small quantities are purchased. Prices fluctuate c isiderobly. Normally materials are only 
sold on c. cash basis. Custom duf-ies and sales taxer amount up to loo %  in total of the purchase 
price.
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3 .2 .4  Stocks

Since raw materials are only available against cosh payment, units with insuffic ient working 
capital are not in a position to keep stocks of materials. Th is applies to almost a ll small units.

Another reason for small units not keeping large material stocks is  lack of regular orders for 
specific items. Material requirements vary from one ¡ob to another.

Larger units regularly order in bulk for the whole year, therefore they are able to schedule 
material requirements in advance. The temporal disposition of raw materials is  shown in 
table 3 .9 .

Table 3 .9  : Temporal Disposition of Raw Materials -  Surgical Industry

Raw material disposition 
time period of production

Total
1 week 1 month between 1 

and 6 months
6 months 12 months

No. of 
firms 5 5 lo 12 7 4o

in % 12.5 15.o 25.o 3o.o 17.5 loo

The average material stock position of the three cutlery firms was 2 months.

3 .2 .5  Main Problem Areas

The main problems in the area of materials can be summarized as follows:

High costs of materials, in particular of imported, lead to high product cost for both 
surgical instruments and cutlery, thus being less competitive on the world market as 
compared to ''♦Iter producers from India and Taiwan.

Lack of working capital does not allow most of the small units to maintain a suffic ient 
stock of raw materials, resulting in  a disruption of production and varying qualify 
standards.

Delays in recovery payments (rebate) for converted finished goods

Wide range of tolerance in A IS I specification which is commonly used in Pakistan

-  Lack of variety of certain items such as glazing end polishing components and tool 
end die steel.
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3 .3  Monpower, Management and Organization

3 .3 .1  Manpower

3 .3 .1 .1  Employment by Categories

The structure of manpower for both sub-sectors, surgical instruments and cutlery, is compiled 
below (table 3 .1o . ) .  It  is  a characteristic criterion for the surgical instruments industry that 
the bulk of the production is  carried out by contractors, sometimes w ith in the companies' 
premises, but to a larger extent outside.

Table 3 .1 o .: D istribution of Employment by Categories

Production
Line

Inside

Supervisor
Labour

Sub-totalsk i led unskilled

N o. % N o. % N o. % No. %

Surgical
instruments

359 5 1,187 16.4 77 1.1 1,623 22 .5

Cutlery 16 25 .4 44 69 .9 3 4 .7 63 loo

Production
Lino

Outside

Supervisor
Labour

Sub-Total
sk ille d unskil led

N o. % No. % No. % N o. %

Surgical
Instruments

28o 3 .9 4,341 6o. 1 98o 13.5 5 ,6 o l 77 .5

Cutlery - - - - - - - -
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In the small units the owners are mostly integrated in the production process and have the 
function of a manager and foreman at the same time. A large portion of the labourers are 
considered to be unskilled or se m i-sk ille d .

Child-employment is not unusual and may amount up to lo  %  of the total labour force. 
Children are normally working in  groups, guided by an "in struc to r" and doing simple ¡obs, 
lik e  f ilin g , setting and polishing work. Female participation in this branch is  not known.

3 .3 .1 .2  Q ualification of Technical Staff

The know-how and s k i l l  for manufacturing surgical instruments has been transmitted from one 
generation to the other. Therefore, the industry has developed traditional technologies which 
have been upgraded gradually. However, most of these basic technologies for certain pro
duction steps (e. g. f i l in g ,  g lazing , polishing) have not changed significantly over time. On 
the other hand, some of the production steps, which had traditionally been performed by 
hand, such as forging, manufacturing of jo in ts, retchets and tacks, are now partly or entire ly 
mechanized. There is an urgent need in th is fie ld  for employees who are able to carry out 
the task at a higher technological le ve l. Though most of the machine operators have been 
trained on-the-job, they s t i l l  lack thorough knowledge, e. g . ,  on optimal cutting speed, 
proper use of lubricants, sharpening and selection of tools. Thus the available machinery 
and equipment are not used to their maximum capacity.

There are no known academic qualifications for the technical sta ff, nor any o ffic ia lly  
sanctioned apprenticeship scheme. O nly a few graduates from vocational schools find their 
way to the private sector; the sk ille d  and unskilled labourers employed by the companies 
visited are reported to have gained their experience on-the-job.

3 .3 .1 .3  Employment by Term and Remuneration Structure

In regard to the terms of employment already mentioned above, in manufacturing of surg i
cal instruments , out of the total labour force, almost 75 %  of the labourers work on a con
tractual basis. Staff members receive their wages on a weekly or monthly basis, whereas 
employed workers are normally paid da ily . The regularly employed staff members and workers 
also receive the benefits of social security, leave, and sick pay.

The contract worker system is  advantageous for the entrepreneur, in that he can minimize his 
r isk  (termination of work), avoid social benefit payments, and the establishment of a labour 
union in his company. Many of the contract workers even bring along their own tools. On 
the other hand, the contract worker w ill leave his job whenever a higher piece rate is offered 
by another company.

Daily wages range from Rs 3o to 5c/day for sk ille d  workers and from Rs 15 to Rs 25/day for 
unskilled workers. Monthly wages paid to sk ille d  labourers and staff range from Rs 6oo to 
Rs l,ooo and in exceptional cases up to Rs 1,5oo for supervisors and other administrative and 
managerial jobs.
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3 .3 .1 .4  1 obour Productivity

Labour productivity, defined as the ratio between turnover (annual sales) and input of employ
ment, is illustrated in figure

Figure 3 .2 : Labour Productivity (Annual Turnover /  Total Labour Force)

29 %

4o %  of a ll units visited achieved an annual turnover of more than Rs 2o,ooo, some up to 
Rs 3o,ooo per employee. The lowest labour productivity was Rs l2,ooo per employee. These 
figures, however, when compared with other subsectors, are re lative ly low and reflect the 
typical situation in this branch; low level of technology and s k i l l ,  as well as lack of managerial 
capabilities. The main reason for the low average in labour productivity is  the large number 
of contract workers, who have also been included in the sample basis.

3 .3 .1 .5  A va ila b ility  of Workers

Unskilled labour is  available in sufficient number, however, sk ille d  workers are scarce. Our 
of 42 units about ¿5 %  reported having d ifficu ltie s in finding sk ille d  workers, particularly in 
the following trades:

hand-forgers
machine-forgers (hammer men)

-  machine operators (m illing and la.ne machines) 
tool and die makers.
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3 .3 .1 .6  Labour Fluctuation

Most of the entrepreneurs interviewed complained about labour fluctuation, in particular that 
of sk ille d  labour. Supervisory and administrative personnel are not very affected by this prob
lem. The rates given in  the following table 3.11 are estimates by the entrepreneurs and in 
clude only the permanently employed labour. It  is  assumed, however, that the rates for the 
contract workers are somehow sim ila r.

Table 3 .11 : Fluctuation Rate by Product Line

Production
Line

No.
Turnover

Annuo! Turnover of
Total

1 -  lo  % 11 -  2o % 21 -  3o % 31 - 4o % 41 -  5o %

N o .
units

% N o . % N o . % N o . % N o. % N o. nr No. %

Surgical
instruments 15 36 1 2 .3 lo 23 .8 7 16.6 3 7 .1 6 14 .2 42 loo

Cutlery 1 33 1 33 - - - - 1 33 - - 3 "1
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The table indicates in the product line of surgical instruments a concentration of companies 
(4o %) with an annual labour h.mover in the bracket between To and 3o % , whereas 36 %  of 
a ll units in this line did r.ot suffer from any labour fluctuation. In the fie ld of cutlery the 
data basis was not sufficient to calculate a respective ratio that could be representative for 
the total branch.

Besides seasonal fluctuation, in particular during harvesting, there is  a drain of labour due 
to the low remuneration. Also large numbers o f sk ille d  workers move to the Middle East 
countries, where the wages are by far more attractive.

3 .3 .1 .7  Training Fa c ilitie s and Requirements

Considering the trend towards mechanization, an increasing demand for sk ille d  labour is  ex
pected. Besidesthe increasing demand, the migration of sk ille d  staff has to be balanced.

For the technical staff, training fa c ilit ie s are essential in the following areas:

-  machine forgers

machine operators for m illin g , turning, shaping, etc. 

draftsmen

mechanics for machine maintenance and repair.

The only existing training fa c ility  in Sia lkot for technical staff is  the Metal Industries De
velopment Centre. The centre admits lo  trainees every year for a two years' training course. 
The capacity, however, cannot meet even the current demand, neither in quclity nor in 
quantity. The centre is  facing two main problems:

lack of financial sources for material, equipment, tools, etc. for training purposes

lack of qualified training supervisors.

The existing training fa c ilit ie s should be a base for further development.

The following steps for improvement are necessary:

-  Extension of training period to a minimum of 3 years. The training should be provided 
in three steps: basic training during the f irs t  year. In this period the training should 
provide knowledge in a ll manual works, such as f il in g , forging, rive ting , e tc ., and 
use and handling of hand tools and measuring instruments. The second year should pro
vide knowledge and experience in machine operating, m illin g , turning, shaping, 
welding, e tc ., partly in the training workshop and partly in different sections of the 
centre. The last year should be reserved to gain practical experience unaer production 
conditions, which means that the trainees are involved in the production process under 
the supervision of training personnel. 8o %  of the training period should be for practical 
training, 2o %  for theoretical training.
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-  Annua! admittance of 3o trainees

Creation of a separate trainees' workshop with benches and standard machinery

Provision of suffic ient funds for training material

Provision for at least four qualified foremen /  sk ille d  workers.

Apart from the training of sk ille d  labourers, training fa c ilit ie s t managerial staff are 
essential. The main objectives of the training should be:

-  workshop management

-  bookkeeping

-  marketing.

Training courses should be held in the evening by a qualified staff on local and international 
leve ls.

3 .3 .2  Management

In small units the entrepreneurs' managerial efficiency lie s more on the technical and sales 
side than on the administrative side. Managerial functions are generally concentrated in 
this type of enterprise on one or two persons. Except for the production operations, the 
owner normally carries out a ll other functions, such as marketing, finance, and general ad
m inistration. O nly in bigger units a repartitioning of management functions has been 
observed.

3 .3 .3  Organization

The small units visited had only rudimentary forms of organization. It  is  mentioned above 
that administrative work is  mainly done by the owner/manager anc/or the accountant. The 
accountant is  often not regularly employed by the company but only hired part-time.

A large number of the companies maintained a double entry bookkeeping system. Medium 
sized units usually maintain a more detailed accounting system. Such records are kept 
prim arily to comply with the demands of income tax regulations and not to serve as a basis 
for cost calculations or business strategy.
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3 .3 .4  M ain Problem Areas

From the previous statements, the main problem areas in the field of manpower and manage
ment can be summarized as follows:

The most serious problem is  the shortage of sk ille d  labour. Th is problem is  mainly 
caused by the lack of su ffic ient training fa c ilit ie s and the migration of sk ille d  
workers to the Middle East countries. Labourers normally do not have formal 
tra in ing , but gained their experien« e on-the-job.

The high employment rate of unskilled labour and high labour fluctuation impairs the 
achievement of higher quality standards and productivity.

-  The majority of the labour force is  employed on a contractual basis; thus most of the 
production steps are performed out of the plant by contractors. Th is makes continuous 
production contr * almost impossible.

Particularly in smaller u n its, the administrative side of the business is  less developed 
than the technical fie ld . The low standard of accounting generally does not allow 
the management to perform a proper cost calculation based on actual figures.

Due to the adherence to traditional patterns and the lack of innovative a b ilit ie s, 
more advanced product development and diversification is  neglected.
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3 .4  Demand and Marketing

3 .4 .  1 Demand

Surgical Instruments

The export figures of surgical instruments, as indicated in figure 3 .3  , show a very good 
growth rate during the last 6 years. On the average, the sales volume in exports has more than 
doubled. The local market demand, however, has been lim ited during the same period, and 
did not exceed lo  %  of total sales. The development of exports can be seen form the figure 
below.

Figure 3 .3 : Exports 1974 -  198o (Mio US $

year
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However, since ‘he beginning of 198o, a drawback of incoming orders was reported, largely 
from units with a re lative ly low quality standard. The main reasons for this drawback are 
changes in market and demand pattern, e. g.

increased competition, particularly from India and China

increased quality demand on the side of the consumers which cannot be met by the 
applied traditional technologies

reduced budgets of the end-users.

Cutlery

Figure 3 .3 .  also shows that the exports in cutlery reached a peak in 1974-75 with an ex
port volume of 2 .2 9  m illio n  US $. For the last five years, however, there has been a con
tinuous decline in exports, due to the fact that

the product mix is  largely dictated by the demand of foreign customers. Aggressive 
marketing policy is more or less unknown in Pakistan. Except for a few bigger units, 
the business is  based on repeat-orders.

the prices of cutlery and utensils being applied by market leaders like  Taiwan, South 
Korea and japan, are even lower than the respective Pakistani production costs. Th is 
significant disadvantage in competition is further strengthened by the fact that the 
average quality of Pakistani cutlery does not even meet the international standards. Th is 
appplies mainly to stainless steel products, which account for almost 5o -  75 %  of the 
total value of materiel used.

the international market for table cutlery and utensils is h ighly sensitive to changes in 
design and quality. Unless design and fin ishing are not improved and coupled with price 
reductions, it  w ill be extremely d ifficu lt for the Pakistani industry to penetrate the 
international market on a larger scale. Th is also applies to a certain extent to 
knives and hunting knives.

3 .4 .2  Marketing

3 .4 .2 .1  Description of Market

Surgical instruments are mainly produced for export. The main importing countries are U SA , 
U K , and Germany, counting for about 7o %  of the total exports.

The market for surgical instruments can be divided into three different market segments, de
pending on the quality required:

upper line: to be used in operating rooms
-  centre! line: to be used in medical colleges
-  floor line: to be used in hospital wards.
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Prices of these three types of instruments vary considerably with the quality.

Almost a ll industria lized countries are se lf-su ffic ient in the production of surgical instruments 
as required by the f irs t  group (operating rooms). However, the demand of other groups like  
medical assistants, nurses, and medical schools, whose quality specifications are not so stric t, 
is  generally satisfied by imports.

In Pakistan, the general attitude is to maintain average international standards. Therefore, 
most of the Pakistan exports consist of floor line  or central line  products. Due to the fact that 
the exporters are totally dependent upon international d istributors, the price level for Pakistan 
surgical instruments is kept re lative ly low.

W ith respect to cutlery, typical export items are knives and hunting kn ives, mainly exported 
to USA and West Germany. Table cutlery and stainless steel utensils ore largely produced 
for the domestic market, only few items are exported, mainly to the Middle East countries.

3 .4 .2 .2  Marketing Mechanisms

Pakistan exporters of surgical instruments and cutlery do not have the ir own marketing and 
sales network. Most of them work for repeat-orders. Since many of the small entrepreneurs are 
illite ra te , correspondence with foreign buyers is done by accountant-cum-clerks. Efforts to 
explore new markets for their products can hardly be made. Instead of active marketing, the 
entrepreneurs s t i l l  stick to their traditional customers, they are thus subject to irregular job 
orders and lack knowledge of the international market pattern. The typical distribution channels 
for both product lines are shown in figure 3 . 4 and 3 . 5 .

3 .4 .2 .3  Prices

For leading items, minimum prices have been set by the Export Promotion Bureau. The price 
lim itation was implemented to avoid price cutting by a few big buyers.
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Figure 3. 4: D istribution Channels of Surgical Instruments
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Figure 3 . 5 Domestic D istribution Channels of Table Cutlery and Utensils



-  38  -

These very low export prices are, however, changed from time to time, in order to compensate 
the increase in raw material and labour costs.

It  was generally observed that Pakistani products sell at iow prices on the international market, 
mainly for two reasons:

dependence on international distributors

lacking knowledge of international market situation.

3 .4 .2 .4  Competition

A l! product lin e s  are facing growing competition with foreign goods or lo c J  substitutes. In 
the past, Pakistan surgical instruments were among the cheapest in the world. Recently, how
ever, India and China have been offering instruments of comparable quality but up to 3o %  
lower in price. Th is has a strong negative impact on the sub-sector's export potential.

Cutlery u tensils, lik e  teapots, water mugs, sugar pots, etc. are facing competition from the 
local ceramic industries. It was reported rhat due to the price increase of stainless steel u tensils, 
many buyers switch over to ceramic products.

3 .4 .2 .5  Market Potential and Development Prospects 

Surgical Instruments

In spite of increasing competition on the world market, this sub-sector's market potential and 
development prospects are s t i l l  favourable. Based on an average annual growth rate of lo  % , 
the total production in 1932/83 is estimated to amount to some 25o m illio n  Rs., because

developed countries w ill phase out their labour intensive production of surgical instru
ments due to the increasing labour cost. Pakistan with its potential of s k i l l  and ex
perience w ill be attractive as a jo int venture partner or cs an economic substitute for 
their own domestic production.

developing countries expanding the provision of their health services w ill have an in 
creasing demand for all kinds of hospital equipment and surgical instruments. Th is market 
might also offer another attraction, i .e .  that production can remain in the less 
sophisticated end of the market, the central and floor level.

Cutlery

Table cutler/ and utensils from srcinless steel do not have a very bright prospect. Other manu
facturing countries of these items are more advanced in their applied technology. Heavy in
vestment would be necessary to obtain the latest technological level and s t i l l  it  is to be doubt
ful if  Pakistan could penetrate the international market. The raw material would s t i l l  be ex
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pensive and there would be no advantage of cheap labour with automatic or semi-automatic 
production plants. The domestic market w ill continue to remain a lim ited sales outlet, a l
though some items w ill be replaced by ceramic products.

The expectations for future exports of knives are s lig h tly  better. The design has l it t le  variation 
and the shape is  simple. Therefore, the investment required for machinery w ill be reasonable.

Based on these lim ita tions, the prospects for the future market potential are not very promising. 
It  is estimated that the total production w ill decrease from 148 m illio n  Rs (198o) to 128 m illion  
Rs in 1983/83. The share of export, however, w ill increase and may reach up to 4o m illio n  Rs 
in 1983/83.
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3 .5  Investment and Financing

3 .5 .  1 Capital Structure

3 .5 . 1.1 General Remarks

A ll investment figures are based on present values and have been assessed jo in tly  by the entre
preneurs and experts. They can only be considered as estimates, since the fixed assets of the 
individual units have differing in it ia l investment times. The value of land and buildings may 
be over-estimated by this method, because their prices have risen faster than other fixed 
assets, due to the scarcity of land.

3 .5 . 1 .2  Estimated Total Investment

The total investments in the surgical instruments and cutlery industry amount to approx. 
l,5 9 o  m illio n  Rs (198o), or to an average of 2.1  m illio n  Rs per u n it. Th is estimate is based 
on a sample of 42 companies; these were broken down into three size  categories and their res
pective average investment costs were extrapolated (see table 3 .1 3 ).

Table 3 .12 : Total Investment in Surgical Instruments and Cutlery Sub-Sectors

Product Sample Units Total Estimated Sub-Sector
Line No. of 

Units
Total Investment 

(Rs )
Investment/
Company

No. of 
Units

Total Investment
(R s)

Surgical
Industries 39 127,234,593 3 ,262 ,425 45 o 99o ,000,000

Cutlery 3 9,948,ooo 3 ,3 l6 ,o o o 3oo 00 0 ,000 ,000

Total 42 137,182,593 3 ,2 6 6 ,2 5 2 25o 1,5 9 o ,000,000

The allocation of total investment in land and buildings, machinery/equipment and 
working capitai as well as the ratio fixed assets /  working capital is  given in table 3 .1 3 .

Table 3 .1 3 : AI location of Total Investment (l,ooo R:)

Z r cup of 
FactcrifcS

N o. of
Uni H

1 and + ild ings Machinery + irqyipment W orking Capile! Total Investment
Katio fixe d  
Asse ry  W o rk- 
ing Capitolr -  R i- 4  %  -

Rs O'■ 0 Rs O'. Rs %

c . . !-lUrgic'J ;
Industries 45o

i----------- — -

I
1

3o6,ooo J  36 337,ooo 34 297, ooo 2o °9o,oco lût! 2 . 4

Cutlery
1 1 

3oo j 216 ,000  j 36 168,000 28 216 ,000 36 6 0 0 ,0 0 0 loo Ì . 8

i'ufol j - Jo j i72 ,o o o  I 3ô 1 ¿o5,ooo j 32 5 13,ooo 22 1,69o,ooo loo 2. I
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The structure of investment shows as an average for all product lines a rather homogenous 
pattern; roughly one third of total investments fa lls  to each of the three components: land 
and build ings, machinery and equipment, and working capital.

3 .5 .1 .3  Fixed Assets/  Total Investment Ratio

O nly two thirds of the units interviewed own their land and build ings, the remaining companies 
lease their premises. Thus the ratio of fixed assets to total investment depends prim arily on 
whether the land and buildings are owned or rented. Furthermore, when estimating current 
assets, it  has to be considered i f  they are enlarged by stocks and/or accounts receivable.

The ratio of fixed assets to total investments is  shown in figure 3 . 6 .

Figure 3 .6 : Fixed A sse ts/ Total Investment Ratio
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The figure indicates thar there is a concentration of units with a fixed asset/total investment 
ratio of o.5 -  o .9 , which means that in most of the companies the major part of the invest
ment is  in fixed assets; this is  particularly true for the larger units.

3 .5 .1 .4  Investment Per Working Place (Capital Intensity)

The average investment per working place (including contract workers) is  Rs 19,4oo for comp
anies owning the land and build ings, and Rs 6,7oo for those companies renting the plant. Thus, 
to avoid the influence of varying values of land and build ings, in figure 3 .7  the ratios 
have been evaluated on the basis of investment in machinery and equipment per working place 
(excluding contract workers).

Figure 3 .7 : Investment in Machinery and Equipment /  Working Place

I
Labour-intensive | 

production j

I
26 %  I

mechanical
production

machinery + equipment 
working plac?
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According to figure 3 .7  , 45 %  of the units visited have invested in machinery and equip
ment less than Rs 2,ooo per working place, their production can be considered as basically 
labour intensive. O nly 31 %  have investments exceeding Rs lo,ooo per working place.

High capital intensity does not necessarily imply high labour productivity, as has been found 
in this sub-sector. Th is deficiency lie s mainly in:

inadequate allocation of investments and low capacity u tiliza tio n  (obsolete and in 
adequate machinery, shortage of spare parts)

the inab ility  to reduce labour employment by improved investment allocation 

poor labour relations.

3 .5 .2  Loan Structure

3 .5 .2 . 1 Long and Short-term Loans

C ut of the 42 companies visited more than 5o %  received loans, prim arily short-term loans 
from commercial banks. The majority of these loans, amounting to some 2o m illio n  Rs in total were 
used for working capital, in particular for purchasing raw materials and components. O n ly 
12 %  (rs 2 .5  m illio n) has been spent for fixed assets.

The re lative ly low use of long-term loans is due to the d iffic u lt and time-consuming procedure 
in obtaining loans and by the unfavourable credit conditions. The collateral requirements 
greatly exceed the requested amount of loan. G enerally, long-term loans are only granted 
against mortgage on the company's assets (land and buildings).

Short-term loans, in particular loans w ithin the export refinancing scheme, are more attractive 
to the entrepreneurs. Loans w ithin this scheme are available against the shipping papers of the 
products to be exported. For o duration of 9o days the banks charge a 3 %  handling fee. Th is 
period can be extended for another 3o days under the same conditions i f  justified.

3 .5 .2 .2  Equity/Debt Ratio

Self-financing :s a serious problem, in particular for the smaller units. Figure 3 .8  
illustra tes that only 59 %  of the units interviewed have an equity/debt ratio of above 1 .5 , 
which means that, more than two thirds of total investments, were financed by the owners' 
resources and on third borrowed from financial institutions, principally commercial banks. 
Out of the 42 companies only 14 are financing their investment predominant by credits.
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Figure 3 .8 : Equity /  Debt Rotio

14 _

3 .5 .2 .3 Insritutionol Lending ond Overall Entrepreneurial Attitude Towards Financial 
Management

A ll of the entrepreneurs interviewed maintain a bank account with one of the commercial banks 
and almost 6o %  receive credit in one form or another. However, most of the entrepreneurs 
claimed to face d ifficu ltie s with the institutional lending procedures and conditions, e. g.:

Interest rates, being 13 -  14 % , are considered to be too high, in particular since 
additional credit costs, such as insurance for mortgaged property, have to be added,
*■! js amounting to almost 2o % .

The collateral requirements usually exceed the loan amount.

The lending procedures often exceed the small entrepreneur's administrative knowledge 
and are considered to be too time-consuming and complicated (88 % ).

The credit lim its are too low and do not allow for financing of steady production and 
investment expansion (82 %).

Small entrepreneurs have specific d ifficu ltie s providing credit guarantees (securities)
(59 %).  Because cf their smallness, they are seen as uncreditworthy by the financial 
institutions.

Some firms (about 6 - 1 2  % )  complained afcour the frequent changes in lending policies 
(6 % ), repayment schedules (12 % ), lack cf confidence in lending institutions (9 % ), 
ana loan rejection (6 °ô).

The major d ifficu lties faced with lending institutions are compiled in table 3 .1 4 .



Table 3 .14 : D iffic u ltie s faced with Lending Institutions -  Surgical Industries

Number of 
.n its

in %  per 
units

Complicated lending procedure 3o 88

Submission of documents 26 26

Interest too high 29 85

Repayment schedule 5 12

Frequent change of lending policies 2 6

Credit lim its too low 28 82

N on-ava ilab ility  of securities 2o 59

Lack of confidence in lending institu tions 3 9

Loan rejection 2 6

3 .5 .3  Cost-to-Sales Structure

Aost of the companies interviewed do not maintain proper profit and loss statements. The 
following cost break-down therefore must be restricted to main cost categories:

raw materials
manpower (regular and contractor)
interest and depreciation
maintenance
other costs
profit.

The cost structure, as illustrated in figure 3 .9  , shows that the sub-sector, surgical in
struments, is  labour-intensive (37 %) and has a high intensity of materiel consumption (3o % ). 
The re lative ly low cost for depreciation and interest (up to lo  %) indicates that a large 
portion of the machinery and equipment installed is  already depreciated. The profit margin, 
which averages to 14 % , can be considered for most of the companies as rather favourable.
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Figure 3 . 9: Cost Component / Sales

Raw
material
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Pro fit
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3 .5 .4  Main Problem Areas

The main problem areas in investment and financing may be summarized as follows:

Most of the companies interviewed are in need of upgrading their equipment, but cannot 
do so for lack of funds.

Any further indusrrial investment implies the assistance from lending institutions. This 
applies for both, fincncing of fixed cssets and working capital.

Financing of fixed assets is hampered by complicated ¡ending procedures, high interest 
rates, and additional handling chcrges.

Due to the high material intensity of the sub-sector, the smell units are in need of 
working ccpiral, most cf them are even unable to raise enough funds for their day-to- 
day irarscctions.



4. Evaluotion of Main Problem Areas, Analysis of Interdependencies and O vera ll 
Development Prospects

4.1  Ranking and S tructure of Problem Areas

O f the main problem areas: supplies, production, manpower, marketing and finance, those 
which were found to be most problematic over the average of a ll firms were mainly finance, 
marketing and manpower (figure 4 .1 ) , whereby considerable differences were found to exist 
in between the investigated product lines.

4 .2  Potential for Growth

Since the surgical instruments industry is  h ighly labour-intensive, industria lized countries 
are farming out this product line more and more to the developing countries. However, the 
manufacturing of instruments is  complicated and requires a high level of s k i l l .  Pakistan a l
ready has a great deal of experience in this line and therefore a suffic ient potential to attract 
jo in t ventures.

Another good prospect for growth is  the tendency in developing countries to increase health 
service to the public, which would create additional demand for a ll types of medical instru
ments and equipment, in  particular in the floor and central line .

Considering these aspects, the future prospects for this sub-sector, especially for exports, 
thus seem to be good.

4. 3 Specific Constraints and Requirements

4 .3 .1  Technology

As to the technology, it  is necessary to differentiate the working process into two main 

groups:

-  work steps which could be mechanized, and

-  work steps which are necessary to be carried out manually.

A ll processes related to the fin ish ing of the product w ill s t i l l  remain manual work. In this 
range the technology in Pakistan is not very different to the technology in industria lized 
countries, and does not need much improvement. The situation is  different in the range of 
forging, machining and heat treatment. Here the industry should leave the traditional 
work methoas such as: hand forging, f ilin g  of serations, racks and jo in ts, as w ell as heat 
treatment, and adept the methods of industrailized countries which means these steps have 
to become mechanized.
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4 .3 .2  Plant, Machinery, Production

O f major importance is the insta llation of an adequate number of drop-forging hammers. 
Despite the fact that almost a ll large and some medium scale units already have the ir 
own hammers or are in the process to in sta ll them in  the near future, there s t i l l  remains a 
demand of at least 5o -  7o hammers. Since smaller units w il l  not be in  a position to buy 
their own hammers, i t  is proposed to provide a hammer unit by the public sector, e. g.
M l DC.

Along with the hammers there should be a suffic ient number of spindle fric tion presses for 
cold stamping and excenter presses for trimming and punching.

M illin g  machines are required for rhe processing of jo in t  , serations, and jacks. Most of 
the existing m illing  machines are too small for th is operation step and are lacking auto
matic feed. It would be advisable to replace the m illin g  machines by bigger units with auto
matic feed.

A basic need for the operation of those machines is  the a va ila b ility  of quality tools and 
fixtu re s. So far, quality tools and dies are not manufactured in Pakistan due to lack of 
equipment and s k i l l .  Larger units normally produce tools and dies entire ly for the ir own 
production. Due to the lack of s k i l l  in tool and die making these toolsore quite poor in 
quality. Imported tools are far better, but very costly.

Another characteristic and most important technological constraint is  the lack of 
sophisticated heat treatment processes and equipment. The largest plant is  installed in the 
Metal Industries Development Centre covering almost 7o %  of the total production in this 
area. The equipment is  out dated, the existing furnaces bear a lot of disadvantages, mainly:

-  equal heat distribution can not be achieved because charging and discharging has to be 
done through the same opening, which means instruments which have been charged firs t  
w il l be discharged last.

-  the result depends entire ly on the s k i l l  of the furnace operator because due to the above 
mention reasons the different soaking time has to be balanced by the volume of the 
instruments.

-  throughout the whole period of charging and discharging, a ir can penetrate into the 
furnace resulting in heavy scaling which requires additional polishing work J )

A conveyor belt type heat treatment plant could achieve better results through uniform heat 
distribution and reduced scaling. The soaking period is  fixed by the speed of the belt . To 
avoid duplication of equipment and due to high investment cost, such a plant should be in 
stalled in the public sector as w e ll.

The most advanced method v/ould be to heat-treat the instruments in a properly con
trolled shield gas atmosphere, but since shield gas is  not locally available and the 
service is auit'e complicated, this type is not applicable under local conditions.
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F in a lly , the cleaning of Instruments requires attention. The most effic ient method for de
greasing and cleaning is  Hie ultrasonic.

Due to the non-availab ility of a sophisticated heat treatment plant in common fa c ilit ie s, 
the target group faces great d ifficu lty  to reach Hie required quality standard in the inter
national market. Therefore it  is  essential that the existing Service Centre w ill be equipped 
with adequate heat treatment fa c ilit ie s.

4 .3 .3  Raw Materials and Components

As already mentioned, the surgical instruments industry is almost exclusive ly based on im
ported raw materials, which are stainless steel bars and sheets, brass sheets, carbon steel, and 
tool steel. Insofar the units have the ir own import licence, and the local retailers have 
suffic ient stocks, a va ila b ility  of materials is no problem.

A more serious problem is the fluctuation of prices in proportion of stainless steel and brass, 
depending on world market prices for the respective commodities. However, re lie f would only 
be possible by holding larger stocks in the units or in a material depot in the public sector.

For quality testing of mcterial,a test institute for material analysis is hihgly needed, particu
la rly  for material from units buying it  from local reta ilers.

Components like  polishing and cleaning chemicals are available in the retail shops but are 
lacking variety. Th is especially applies to glazing and polishing compounds. Bearings and 
other spare parts are suffic iently  available on the local market.

4 .3 .4  Labour and Management

The scarcity of sk ille d  labour together with the high fluctuation have a bad influence on the 
sub-sector. Many sk ille d  workers are leaving the country (sometimes up to 3oo applications/ 
day in S ia lkot only), at the same time the trend towards mechanization induces an increasing 
demand for sk ille d  labour, e. g. machine operators, tool and die makers. The fa c ilit ie s for 
technical training and education are very poor. In the S ia lkot area the Metal Industries 
Development Centre (MIDC) is the only institute offering training fa c ilit ie s, which, however, 
cannot meet the demands of the industry in quantity nor in quality. The shortage of sk ille d  
labour w ill become even more serious in the near future.

Other problems are the labour lav/s which do not give the right to the entrepreneurs to hire 
and fire,which affects the attitude of the labourers and has a negative influence on ‘heir 
efficiency.

Except for the large uniis and some medium type units, managerial ab ilities are quite lim ited, 
in most of the small units the owners are former foremen or sk ille d  workers and purely 
technically oriented. Adequate knowledge of administration and accounting is largely
¡ocki r r .
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The managerial a b ilitie s are not abundant. The entrepreneurs are often only technically 
oriented and neglect the administrative side of the business. Accounts are kept to fu lf i l  the 
formalities of the taxation department. Cost calculation, pre-planning, and active market
ing is  uncommon in  the small units.

4 .3 .5  Financing

The lack of funds is the most serious problem, especially in the smaller units. Even i f  enough 
funds are available to keep the insta llations running, the lack of working capital is  a 
serious constraint.

Administrative deficiencies, lack of securities and a widespread d is like  towards loan 
financing have so far prevented fru itfu l cooperation between the small scale industry and 
the banking sector.
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5- Recommendations

5.1 General Recommendations

5 .1 .1  Technology

Upgraded technologies are one of the main prerequisites for the promotion of the smcll-scale
industry. In this context, recommendations are as follows:

Institutional fa c ilit ie s for the introduction and demonstration of advanced technologies 
and modern production methods have to be established or expanded. In particular tool 
and die making as well as heat treatment processes are in need of improvement. The 
technology applied in machine forging is adequate, though this sector's capacity u t i l i 
zation, on account of lacking know-how, is unsatisfactory and is  s t i l l  to be improved. 
For this purpose, the existing forging fa c ilit ie s must be extended. It is strongly recom
mended to in tesify  and broaden the services of the Sia lkot Metal Industries Development 
Centre (MlDC) which should be a nucleus for formal tra in ing .

-  Tra in ing courses (basic and upgrading) should be provided for a ll metal working lines, 
like  m illin g , turning, f itt in g , welding, etc. In this context more use should be made 
of the respective fa c ilit ie s adequately provided by the Metal Industries Development 
Centre.

-  Special attention should be given to the set up of a technically advanced tool and die 
shop, since the use of appropriate tools and dies is an absolute prerequisite for the 
sub-sector's proposed mechanization. As small units cannot afford individual tool and 
die shops and also lack the specialized manpower, it  should be considered to set up a 
centralized shop w ithin the Service Centre.

O f major importance are the improvement of quality control and the introduction of 
standards. As the product image of Pakistani made products can only be improved by 
quality exports, quality control should be compulsory for export goods.

-  The specification of locally purchased material not being re liab le, a central metallur
gical service centre should be set up with adequate equipment and chemicals for material 
analysis.

-  Advisory services, as offered by M IDC, should be intensified in order to assist the entre
preneurs in a ll technical matters. Besides consultancy within the centre, e .g . on tool 
and die design, manufacturing, heat treatment etc., the advisory centre should also 
offer extension services to attend to the companies’ internal problems. Such comprehen
sive services w ill encourage the entrepreneurs to introduce new technologies.

-  Besides the inspection of finished goods, quality control should be made after each pro
duction step, since every step is subject to potential defects.
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Both material flow and intermediate storage call for improvement. It  is. recommended to 
store materials and semi-finished products in  standards containers which can be stacked. 
Th is w ill avoid product damage and reduce the danger of accidents.

-  Provision should be made to avoid accidents from free running belts and gears, and to re
duce or eliminate dust and noise.

-  Illumination of the working places has to be improved, particularly where precision 
work is made. Adequate lighting w ill protect the workers' eyelight and contribute to 
quality work.

-  It  is  recommended to expand the Small Industries Estate for about 3o additional units by 
encouraging more sub-sector units to settle the estate. W ith  a growing number of units, 
the subcontractors' transportation costs w ill be reduced and common fa c ilit ie s services 
be made betier use of. Beside these effects, the sh ifting of industries to the estate w ill 
relieve the c ity from pollution and noise disturbance.

The promotional effects of a service centre in S ia lko t are compiled in table 5 .1 .

Table 5 .1 : Promotional Effects of a Service Centre

Pmporad
Function

Comean Oofidoncioe in 
Suraicol and Cwtlon India trial

Promotional
Activities

Faci l it iu  
Required

Advisory Sonic* 

and
Ex tonti on 
Sonic*

todmical

Information
Contro

• Selection of material
• Soloctian of machinery
- Processing methods
• 1 ratal lotion of now equipment
- Maintenance
• Safety maaiurementi
• Program planning
• Workshop layauti
-  Warlahop organization
-  Quality impaction
• Now product»
- Rationalization
• Utilization of loans
• Technology
- Design of tools and fixturee

• Technical omittance
• Technical advice
- Demonstrations
- Design of

— layouts
— tooh/fixtunes
--  organization charts

- Up-ro-date information about 
market trends, machine lists 
end prices, advanced methods

- Expatriate end local experts

- Workshop and production 
foci l it iu

- Adequoto library folders 
price list

Cannon 

Foci lirio*

• Machine forging
• Hoar treatment
• Topi and die making
• Mochine shop
• laboratory
- Quality impaction

- Training
- Demonstrations
• Production of spar* ports
- Material analysis
• Quality tost
- Implementation of standards

* Adequate advanced equipment
• Qualified staff

Development
and
Reseoreh
importaient

- limitad product rang*
• Limitad tools and fixtures

- Development of now toob and 
fixtums

• D e s and manufacturing of 
prarorypu of new products

• Turing of now mareriois

- Designer
• Quo li fi ed technicol staff
- Adequate machinery

Training • Lock of qualified technical itoff 
- Lock of managerial staff
• Lock of qualified accounting staff

• Regular apprentice training
- Advanced training courses
- Workshop management
- Administration
- Marketing
- Accounting

« Apprentie«' workihop
* QucliHed technicol «toff 
- Lecture room
• Qualified lecturer« In different 

fi# idi

Credit I - Lock of financial tourco» 
Department ;

1

• Financial odvice 
- Adequate uti lization of fundi

- Finance expert ^
- Cooperation with the ; 

technical advisory service j
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For the proposed expansion of the Metal Industries Development Centre (MlDC) the fo llow 
ing additional equipment would be required (table 5 .2 ) .

Table 5 .2 : Additional Machinery and Equipment for the Metal Industries Development
Centre

Type of Machinery Nos.
Rough Estimate of Costs

O rig in
(US 5 )

Drop forging hammer lo foreign 4oo,ooo
Excenter presses 6 local 2o,ooo
Friction spindle presses 2 local 10,000
Die sinking machine 1 foreign 60,000
Surface grinding machine 1 foreign 25,ooo
Pneumatic tools + compressor 1 foreign 2o,ooo
Electro-chemical marker 1 foreign 5,ooo
Conveyor belt furnace 1 foreign 25o,ooo
Laboratory equipment foreign 2o,ooo
Equipment for training including 
benches and machinery

_____________

fore ign/l oca 1 45,ooo

Total 855,ooo US S

5 .1 .2  Materials

In regard to raw materials, the following recommendations refer f irs t  to the technical aspect
and then to the cost factor.

-  Training courses in basic metalurgy ere needed, especially in the metalurgical analysis 
of tool and die steel, as well cs metal treatment procedures.

-  Testing equipment for raw materials and components is urgently required. For complex 
material analyses, adequate equipment should be centrally provided, either by a separate 
test institute or by an already existing service centre, e .g . the M l DC.

-  A broader variety of sub-sector specific raw materials and components should be made 
available.

-  The time consuming and complicated import licensingprocedureshouldbe sim p lified . In 
this context purchasing cooperatives may be set up to handle imports. Thereby larger 
quantities could be ordered withmore favourable conditions. In view of this sub-sector's 
great number of units, the establishment of such cooperatives should not pose any problem.

The heavy burden of import duties on raw material should be revised and,wherever possible, 
be reduced or acolished.
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5 .1 .3  Manpower, Management and Organization

W ith in  the planned small-scale units' development, manpower, labour and management are
the most urgent in  need of improvement. Particular efforts should be made to improve the
quality of manpower.

-  On-the-|ob ^raining, providing but limited s k i l ls  and know-how, should be replaced
by regular apprenticeship programmes so as to train workers in the main technical trades, 
i .e .  tool and die makers,machine operators for m illing  and lathe machines, maintenance 
personnel. The apprentices should be trained in a ll theoretical and technical fields for 
at least three years and then have to pass a fina l examination. Such training would pro
duce qualified foremen, supervisors and technical staff.

-  The workersshould be encouraged in performance and work attitude by adequate incentives.
A properly designed social welfare and pension scheme could reduce fluctuation and absen
teeism and, moreover, would Improve the relationship between labour and management.

-  The managerial staff in the small-scale industry needs proper training as w e ll. The level 
of management training should comply with small-scale industry requirements and not 
aspire to the latest management methods of industria lized countries. Managers and 
owners should be convinced of the advantages of workshop management, simple and e ff i
cient administrative procedures and marketing. For this purpose, the institution con
cerned should set up an appropriate curriculum. The potential target group could be 
selected by the Manufacturer Association.

-  In cooperation with the centre the Manufacturer's Association could give seminars in 
book keeping and cost calculation on national and international level. The small units 
do not need advanced accounting methods; basic knowledge w ill enable them to im
prove their p ro fita b ility .

-  A central information service centre, especially for smaller entrepreneurs who are normally
%

reluctant to come in touch with offic ia l institutions like  banks, customs etc. and do not 
have any sources to get informations from abroad. The task of the Information centre w ill 
be to remain in  permanent touch with a ll sources relevant for the trade in Pakistan and 
abroad in order to collect Informations. Th is  w ill enable the centre to give answers to the 
following questions:

-  What are the latest market-trends abroad?

-  From where ro buy suitable machinery?

-  What w ill be the price?

-  From where to buy second-hand machinery?

-  How to got a créait?

-  Wnai ere roe concitions .or a créait?

-  How to get an import licence?

-  What are the custom-procedures?
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5 .1 .4  Marketing

The surgical industries produce almost exclusively for the export market, whereas the cutlery 
industry export figures are declining. Nevertheless, they show sim ila r characteristics with 
respect to production, so that the following recommendations may be applied to both pro
duction areas:

-  The prevailing attitude of waiting for customers and complying with repeat-orders should 
be replaced by an aggresssive marketing approach.

Exporting units should form a ¡oint export market group and establish an overseas sales 
network. Th is group should concentrate on the analysis of foreign markets to pin-point 
the kind of goods required and try to adapt its individual production capacities accor
d ingly. Th is may include the diversification or modification of the present products or 
product mix of different production methods, or even switching to a different product 
that can be made with the existing equipment.

-  Contrary to an individual company, such a jo int export market group would be in a po
sition to finance experienced international marketing experts and other personnel, 
fam ilia r with the technical aspects of international business, such as overseas market 
research and export packaging. A qualified expert would be of indirect use to a ll 
members of the targ^1 group.

-  The information feedback from the export market group to the manufacturers w ill contri
bute to gradually upgrade industrial s k il ls  and technical know-how.

-  Prior to any export promotion, the product quality standard should be improved; severe 
quality inspection should be carried out by an independant body and efficient after
sales-service be introduced.

5 .1 .5  Financing

Nearly a ll recommendations involve capital investments. Th is applies in particular to the 
replacement of traditional production methods by suitably mechanized techniques.The de
velopment of Pakistani small-scale industry w ill thus be highly dependent on financing fa c ili
ties .

Special credit schemes should be developed for financing both fixed assets and working 
capital. The lending procedure should be sim plified and adapted to small scale industries' 
needs.

Credit should be reserved to aoplicants wno promise to be successful and cooperative. 
The loon; should cover the production ana the application of adequate technologies.
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-  Un its applying for a loan should be thorougly analysed as to their creditworthiness. Then, 
experts should discuss with them proposals for general improvement, selection of machinery 
and equipment, etc. Since lending institutes are normally in want of technical experts, 
they should seek the cooperation of an advisory service.
Once the loans have been granted, their proper u tiliza tio n  should be ensured by further 
technical assistance from the technical extension service.

Loan conditions should be as soft as possible, not only regarding fees and interest rates, 
but also with respect to required securities. Good contacts with the entrepreneurs and 
the ir confidence in rendered technical advice rather than requested mortgages w ill 
warrant pursuance of promotional aims.

-  Small entrepreneurs should be helped to overcome their hesitance in applying for loans 
by streamlined lending procedures as well as more transparent and less stringent credit 
condi ti ons.

5 .2  Recommendations by Product Line

Surgical instruments and cutlery industries have sim ila r characteristics and problems. They 
are located in almost the same region, require the same basic raw materials and apply sim i
lar manufacturing processes and technologies. However, the cutlery sector is faced with 
stronger competition, due to the larger number of cutlery manufacturing countries. A lso 
is  cutlery more affected by changes in market trends, customer tastes, etc.

Besides the forgoing recommendations it  is  suggested that

-  the cutlery industries remain in permanent touch with the buying countries, so as to 
react as promptly as possible to varied market trends, and changes in preferred designs, 
q ua litie s, etc. As this may be very d iffic u lt for the individual unit, the mentioned 
jo int export marketing group should come into play.

-  Literature and folders of the latest designs should be made available from a ll importing 
countries
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6 . Sub-Sector Pro file s

As part of the re su lt: of the study, typical sub-sector p rofiles have been prepared in order to 
fac ilita te  in stitu tio n a l, financial and technical support. The p rofiles contain the fo llow ing 
c rite ria :

-  production programme

-  technology and production fa c ilit ie s

-  raw materials

-  manpower and management 

investment

-  cost structure

-  financia l ra tio s.

The actual situation of each product line  or type of industry (labour in tensive , mechanized, 
export oriented) has been drawn up. It  reflects the target group un its ' specific pattern w ith 
respect to structure and ranges of the above c rite ria .

Based on the experience and know-how of the sector, a p rofile  fo r a typical new company 
has been elaborated. Th is  p rofile  contain: the estimated structural data and ratios for a model 
u n it, w ith sub-sector specific

-  technology and machinery 

personnel outfit

-  investment and cost-structure.

The financial ratios represent estimates end may fluctuate in both d irections.

A detailed proposal for such a "p ilo t  u n it" w il l 
work of a comprehensive fe a sib ility  study.

require a thorough analysis w ith in  the frame-
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mes r »û nrfal

V A R < £ *  A \ : I5<:r,\rr
- c  G e v e  e a — e 1" *  3 * r - s a e : * : : V c r< e ,:" r  C ^cn -e  s '• j'*k ''*c '

lo ;s omf exccr* Ticrk»f r :  gra^c

V  r-a

. ' 0 C /C*J

..-antra- *a j c ! ^ i $ »„a- or- z>

! J

J



BASIC DATA A N D  RATIOS

of

U N IT S  IN TER V IEW ED



LEGEND FOR BASIC DATA AND RATIOS

1) Sales figures 1979
(estimates o f yearly sales volume

2) 1 *  W holesaler
2 =  Commission agent
3 =  Retailers
4 =  Job order
5 -  direct sales to  end user
6 =  Exporters

3) 9 = good
f = fa ir
b -  bad

4) T T D  
U T D  
A T I  
U T I

Trad itiona l Technology Developing C o u n trie s ' 
Upgraded Technology Developing Countries 
Adapted Technology Industria lized  Countries 
Unchanged Technology Industria lized  Countries

5) S ta ff adm inistrative and management personnel

6) %  o f to ta l raw material (in terms o f value)

7) Turnover/value o f machinery and equipment

8) Value o f machinery and equipment/employees

9) C ost-to-sa les ra tio  (%)



: .SASIC DACA ANO m N A O l ì A l Rà i ì GS, Ñk :-.

i  : \ \ c  ■

M U.O Ta c i

R,

Ani e.
■ O ' "

R

c, r a ï c a  I

I n s t a  m e n t s

S u r g i c a l

l r . s * r u m e n t s

! O

S  r g i c a l  

I n s t r u m e n t s

S i  r a ï c a I 

s t r u m e n t s  

S 1 r g i c a l  

I n s t r u m e n  t  s 

S u r g i c a l  

I n s t r u m e n t s  

S  r g i c a l  

I n s t r  u  m e n t s

S u r g i c a l

l¡ 'S truments

S " r g i c a l  

I n s t r u m e n  t s  

S u r g i c a l  

I n s t r u m e n t s  

S 1 r g i c a l  

I n s t r u m e n t s

b u r g i c a l  

I n s t r u m e n t s

S  r g i c a l  

I n s t r u m e n t s

1 4
S u  m i c a  I 

I n s t r u m e n t s

Ì 5
S .  r g i c a l  

I n s t r u m e n t s

1 6
S u r g i c a l  

J n s t r u m e n J  s _  

S  r g i c a l  

I n s t r u m e n t s

1 8
S u r g i c a l

1 1 s t r u m e n t s

S u i  .1 i c a  1
1 9

I n s t  r u m e n  t s

S u r g i c a l
/ 0

1 . s t r u m e n t s

.

6 3 2 o 1 2 8  7 9 2 9 9 . 3  1 1 o  r o o  2  1 6 o  o o c  2 o o  8  1 o o  6  2 - 4 3  - Ó 2

1 1 o o  e o o

8  5 / 8  " o o

i ? i  f

o o /03

o  / l  C 0 0 0  o o o

71

/8

6 1

- f -
5 2

7 6

/6

! 7 3

¡ 5 9

I 57

|64
f -

4 c

7 4

)6

7 ?

7 o

/t- P  0 0  o o o  

" • . 3 1  7 9 6

4  7 7 o  o o o  

4 1 3 2  3 6 6

6  5 9 8  o o o  

8  o 7 4  o o o

7' 3 4 7  o o o

6 9 8  o o o

2  / 2 8  o o o

P  / o  o o o

o o o  o o c

I 8 o o  o o o  

1 9 o o  o o o  

! 1 3 5  3 8  o  

? o 5 1  6 5 7

o o 2  _ .4  o

1 o o  1 1 7 1 3  o 5 o  o o c  3 2 1

oo

3 7

1 o o

o o

I o o

1 o o

o o

JO

I o o

/ '3

I o o

,2

1 , 2

2 4 o  o o c  3 2 6  5 9 o oo ooo P-N

3  ) o o  o o d  2 8 6 o o o e s  O n

/ 3 00

/./O

9 o 4

JOO

3  8 3 o

3 o 4

¡ 0 8

4 9 o

6 o o o o c  2 2 2  4  o B o

1 5 o  o o c  5 5 5

1 6 o  o o c  > 5 2 6

O o o o  o o o

2 1  ó  2 J o  o o o

ó o o
■ e n  t

1 n o o  m

2 o o o o c i  4 o o  ? 2 o  3 3 1  2 o o

oo
rent 

1 oo m

3oo ooc /8 771 600000

56 22o ooo

3 9 o

1 ent
92o m 

r e n t  

6 0 0  m

78;

3,

?2q

59

S E C T I O N  1



E : , y -  0

• f

n s

T o

!e>r
•V

—

M a n J J W  f

■V- ■ G 1 2

1-

f : •

■ n -

5
D
%

o

G -Cl  

' 0
-

G

c o ; • O- (5 _■.
t  t r

V o - V a k e - r ’ . . Vv - 1 s C

< U.'
/

. o  ' € ■ - *

R ,

e  

R s

05
c
0

0
N

<■’

05

v

'

V }

-

1 s>

•L 3
JJ.

O
>—  V

0 £
O

' i i x  .

R i R .

St
■S' '

N.

1

: d OO 8  1 o o 6  9 4 o  d 6 2 S 5 7 1 9 1 1 5 6 8 2 0u F
\/
A X X uC i 3 5 5 . 4 4 14oo T o  t 1 o c 2 8 R 3 3  4 5 7  4 5 6  5 2 6 3 . 8 9 6 . 2 1 4  - A

3 2 6 5 9 o o o  o o o 8 4 7 1 4 o 3  o o o 4 G v//\ X 6 o 8 8 9 o 3 3 o 1 o c 2  d ° 3  o o o 3  1 8 7  o o o 4 . 0 9 6 ,  0
1 ~ L  • O -

-C 2 8 6 1 2 2 4 7 o o  o o o 6 5 3 1 5 o  o o o 1 5 r x X X 7 5 5 6 9 ’ 6 5 5 o 1 o c 4  6 C 4  o o o 3  - 7 4  3 o 6 - 1 0 0 } ~ '

;; 3 3 2 1 7 3 5 8 o o  o o o 1 0 8 8 1 4 8 6  o o o 1 2 F

T
V/

X 4 5 3 2 2
; G

J O O 1 a 1 o c G Cw o / 1 4 2 o  o o o - i 0 0 ' 4  -

■̂2 3 8 8 5 1  o 6 5 o  o o o 8 o 2 3 4 5  o o o 4 G x A X 7 5 3 o 7 l o o T o o 1 o c 5 4  c - o 1 8 c o  o o c - - 1 5  6 5

4 o 3 1 o 2 5 1 2 o o  o o o 1 1 7 o 1 2 2 o  o o o G x \/
/\ X - 5 3 o 2 6 7

- ,
. . ;  o 5 1 o c 4  o c 5  o 4 5 ;  4 !  . 4 7 2 o.  c - C .  57 ' J o '

' ' C 4 6  o : i 6 7 5 o  o o o 1 o 6 5 . • 5 o  o o o 7
G

X X X 6 o
O ' .  '

< 8 2 5 o 2 5 o 2 1 o c

- 1  

1 o c

1 6 D O o o o 1 4 o o  o o c - 1 GO i 5  :

. 0 1'  O ’, 1 6 5 o 1 6 2 8  o o o 9 8 6 4  7 5 7  5 o c 1 O F X X X ' ° 7 1 7 3 6 ! 4 5 ! 6 8  2 0  3 o c 1 8 0 0 0 0 0
— i 9  o '

r 1 3 8 1 0 0 0 1 o o o  o o o 1 o o o 8  3  o o o ... G X
!

S o i l  9 5 3 5 1 J O 1 o 1 o c 1 2 f 7  o c c 1 D O C O O O 1 OO 13 2 5

t

S o i l  5 9
... i  .L

5 3 4 3 1  8 7 9 o  o o o 9 1 1 2  5 6  o o o ' C X
\/A 6 1 5 o l 3 1 o c 9 o o  o o c 6  0  O O O - - 1 9  2  5

- 4 3 o
r e n t

1 2 o o  m
- 3 5  o o a 5 G X X 6 5 1 5 6 D O 1 o o 6 1 oc] I  1 7 5  o o c i 5 o  0 0 0 - - i d  3

g c 2 2 2 4  6 8 o 6  o o o  o o o 1 2 8 2 8  o o o  o o a 7 G

i

X X X
r T

j 6 4 1 2 5 6 1 1 2 6 1 o c 9  7 8 3  o o c 1 1 6 4  o 4 3 - 1 0 0 1 8

- 5 5 5 2 1 6 2 5 o  o o o 1 1 5 7 5  o o a 1 o F X X 5 o 1 2 2 8 1 l a 4 1 o c 5  5 o  o o c 5 1  5  o o o - 1 0 0 1 3 9

- 6 o o
r e n t  

1 o o o  m
- 1 9  o o o 1 0 P \x/\ X ■ o 1 1 6 : i "J o 4 1 o c 4 o  o o c i 1 7 o 7 o o o - 1 0 0

-G

OC* 4 o o ? 2 o 3 3 1  Z o o 9 2 o 7  o  o o o 1 o F X X 6 o 1 0 6 . 7 4 7 4 -J 1 o o 6 1  1 o u 1 , 5 o  o o o 1 0 0 - 1 3 8

- 6 o
l e n t  

1 o o  m
- 5 o  o o a 1 o r V J o 1 o l 4 ? o / 1 o c 1 3 o  o o a 1 7  0 0  o o o - 1 0 0 .9

oc 7 8 7 7 1 6 o o  o o o 7 7 8 1 o 5 6  o o a 1 0
G

F
X 3 o 98 l  2 7 8 8 1 o o 2  o 5 6  o o o 5 3 5  o o o '■8 . c 7 7 . 0 1 8  '

- 5 2 6 0 6 2 2 o  o o o 8 5 9 1 2 2  o o c £
G

X X 7  .) 7 5 1 8 J ) i 0 0 6  c  o o o 4 6 o  o o o - 1 0 0 ' 7  ’

- •:1
rent
9 2 o / m

- 3 3  o o a F X X 6 o q , 4 5 l) 1 0 6 I  8 8  o o o 3 o 8  o o o - - 3

- 3 9 o
r e n t  

6 o o -  m
- ‘ 4  o o c G X 3 o 8 4 1 8 /

1 oq I  1 6 7  o o o 1 6 1  0  o o o 1 0 0 2 '

S E C T I O N  2



SECTION



ANNEX 1- BASIC DATA AND FINANCIAL RATIOS, Page 2
r

b

S u . e s  M a r k e t i r ' tQ L a  - B i n  1(1 : n f ; ^
M a c . u ’ e r - !

E c j i  ••■e-

P  <Cirr n A i  u à T :  - a . V a l u e . C T : f a * ' / a - V a i n

n

3
•D ■ ; N ( m  " c a K  e O C f  '11 o r e ^ t

i n

. a  c  * 0 '  * e . R s

u
/

O R s R , c

■> 5
D

i
* 5

5 R R s *■

c._
_____________________________________ i_____

o
t. ' L .\ 0

n>
2 1

S u r g i c a l

I n s t r u m e n t s
5 7 1 7 2 o o o o - 1 o o 1 6 2 5 3 o o  o o o 4 8  0 2oo 1 5 o o o o 8 3 3 4 1  6 0 0

p 2 2
S u r g i c a l

n s t r u m e n t s
3 o 1  8 7 5  o o o - 1 o o 1 4 o o 1 7 o  o o o 3 8 6 1 7 1 1 5 o  o o o 8 7 7 5 o  o o o

p 2 3
S u r g i c a l

I n s t r u m e n t s
¿ 8 1 3 4 1  2 8 2 - 1  o o 1 2 o - - 4 5 o

r e n t

1 O O O  1
- ' 4 2  o o o

D 2 4
S u r g i c a l

I n s t r u m e n t s  i
1 3 5 o  o o o - 1 o o 1 , 2 7  T o o 8 o o  o o o 1 0 6 3  o o o 2  ¿ 0 0  o o o l o o 4 1  o o o 1 2

0« 2 5
S u r g i c a l

I n s t r u m e n t s

—

6 3 1 4 4 7  5 o o 1 0 . 0 9 o .  o t o o o - 3 o o -
r e n t  

. o o  m
- 5 5  7 0 0 1 5

0
1 ? 6

---- ------------------------------------------

S u r g i c a l

I n s t r u m e n t s
5 9 7 7 5  o o o - 1 o o 1 , 2 5 o o 1 o o  o o o l o o 4 8  0 Loo o o o 4 1 8 2 2 9  o o o h

P 2 7
S u r g i c a l

I n s t r u m e n t s
7 9 2  o o o 1 o o - 4 9 4 5 - - 3 4 6

r e n t  

1 2 o q  m

- 6 9  5 o o 1 /
1

P 7 8

------ X------ . .. -  --------- ^

S u r g i c a l

I n s t r u m e n t s

—

6 9 1 o 9 o 3 o o 9 9 . 5 o .  5 1 1 0 8 - - 4 8
r e n t

7 5 o / m
- 7  o o o 1 c

P ' • 9
S u r g i c a l

I n s t r u m e n t s
7 3 1 o 7 4  o o o - 1 o o 1 1 5 o - - 1 2 o

r e n t

R o o / m
- 1 0  o o o

p 3 o
S  r g i c a l

5 8 1 1 o 5  o o o - 1 o o 1 6 o 6 4  o o  o o o 6 6 0 3 o o 3 5 o  o o o 1 1 6 6 2 o  9 o o P (1
i

P 3 1
S u r g i c a l

i n s t r u m e n t s
6 4 8 1  3  o o o 7 4 . 0 2 6 . 0 1 2 2 o 6 0 0 0 0 2 7 2 1 4 6 1 3 o  o o o 8 9 o 7 0  t o o

i

Ü
r
r 3 2

S u r g i c a l

I n s t r u m e n t s
6 7 1  o 3 4  o o o - 1 o o i 9 8  o 5  0 0  o o o 5 1 0 6 5 2 7  0 0  o o o 1 o 7 3 3 7  0  o o o

p 3 3
S u r g i c a l

I n s t r u m e n t s
5 4 8 o o  o o o - 1  o o 1 1 4 9 o 4 o o  o o o 2 6 8 8 5 o 6 0 0  o o o 7 o l 1 3  o o o 1 -

1

1

p 3 4
S u r g i c a l

I n s t r u m e n t s
7 1 9 9 o  o o o - 1 o o 3 1 5 1 0 0  o o o 3 1 7 3 1 5 3 5 o  o o o 1 1 1 1 6  T o o

I .  ’

p 3 5

S u r g i c a l

I n s t r u m e n t s
7 3 8 7 o o o o 1  o o - 1 1 9 5 6 0  o o o 3 o 7 7 8 6 0 0 0 0 7 6 9 1 7  5 o o

!

1 3

p 3 6
S  r g i c a l  6 6

I n s m u r n e n t s
7 8 4  3 o o 1 o o - 5 3  o o o 8 0 0  o o o 2 6 6 2  o o o 2  5  0 0  o o o 1 2 5 o 2  6 2 5  o o o > n

p 3 7
S u r g i c a l

I n s t r u m e n t s
7 2 ' 1  7  5 o o 5 5 . 0 4 5 . 0 1 5 > 5 o 1 8 0  o o o 5 1 4 3 5 o 3 8  0  o o o 1 o 8 5 4 1 5  o o o

1

p 3 8
S u r g i c a l

I n s t r u m e n t s
7 8 5 3 6  5 o o 1 o o - ! 1 0 8 - - 5 4

7 2 o / m
- 2  o o o

p 3 9
S u r g i c a l

I n s t r u m e n t s
6 6 4 o o  o o o 9 6 . 0 4 .  o 1 4 5 o - - 3 8  0

r e n t  

2 5 o  m
- 1 3 1  o o o N

0 4 o
S  r g i c a l  

I n s t r u m e n t s
7 6 3 2 4  o o o 1 o o - 1 1 8 5 - - 1 0 0

r e n t

? o o / m
- 4  o o o

1

S E C T I O N  1



Machinery f Te
ci4"
r-

“ 1—

o Mai:fjewer n Ir-vestnci; i- 1 6 7 "G- :r-a
Equipnen? noloc 3t IK jrpi-ers tion oi

X

IK
5 o
® .9
o '-> c o
5 “

v— a-

Vci-
e

Rs

Value
;Rs,

u.00)X

s
V C p
V

•*_

*\ COa
D

h - 
<

1

0
0

D

G0*\
u

o
01

^  V
oc 
c c

o y1 
£ g

V o 
$

•n 
'•* • 0 
LO

6Q.

**

F i x ed 
asiets
IRs'

W a-hi : 
• ap -a

■Rb

(1
fo

✓>D
2)
< 

i ...

o
*a
oC

4

p
o

0 ■

T 
ur

no
ve

r
to

ta
l 

in
ve

sim
e

m
__

o
’a.ou

S o> c
? -  

^  §

C
c:
<✓><Us

0
o

1  300 833 41 6oo 4 G X X X 3o 78 2o 45 13 1 oc 6o3 6oo 366 585 - i oo 22 o51 1.7 41.3 4 6 18 : :

■  300 877 5o ooo 15 F \'/\ 7o 76 2o 5o 6 i oc 42oooo 775 ooo I oo 24 611 1.6 57.5 2 .4 16 ; :

I  ■_)
- 742 ooo G X X 8o 74 22 46 6 1 cc 342 ooo 43oooo - - 18125 1.7 5 .5 3.1 12 "

■  300 3oc 41 ooo 12 F X X 2o 69 25 79 5 1 oc • 3391 ooo 1 9c coo - - 19 565 o.4 32.9 7.1 l ie  :

■ ' m
55 7oo 15 F X X 6o 69 56 —>/ 6 1 oc 1 75 7oo

k
17o ooo - I oc 2o978 5.8 25.9 8.5 i

r
1  J O O 418 229 ooo lo C X X ?o 63 28 3o c 1 oc : 551 oooi i’ r ooo 13.c r 7.o 1 2 ,o l 1 .2 0.3 1 1 .0 16

1 . o m
- 69 5oo 1,2 G X 7o 51 4 42 5 1 oc

!
99 5coi

ooo - - 15 529 5.6 .1 .3 19.8 i l  ■:

m
- 2 ooo lo F X 6o 47 6 4o 1 1 oc 4 ooo 1 2 ooo - - 23 2o8 68.o 545. a 91.o

pc ■ m
- loooo 5 G X 6o 46 8 35 3 1 oc 4 o ooo 29o ooo - - 73347 3. o lo7. a 3. / 5-

lc  ooo 1 166 2o 9oo 8 F X X 75 45 12 3o - 1 oc 1 92o9oo 29o ooo 37.o 63.o 24 555 o.9 5.2.8 ' s 61 "

B  ooo 89o 7o 5oo 8 F X X 4o 43 /4 15 4 1 cc * 275 oo 4 o ooo - 1 00 )8 9o6 2.4 11.5 o.8 O ~

Bo OOO 1 o73 37o ooo 2 G X X 5o 42 11 24 7 1 OC
1

1 -;4oOOO 55o ooo - - 24619 o.5 2.7 1.9 91 '

■ . ooo 7o5 13 ooo 1 0 c X 6 o 42 lo 3o 0 1 cc 1113 ooo 1 25 ooo - 1 oo 19 o47 0.6 61.0 6.4 95 ■

I   ̂ooo 1 1 1 1 65oo 2 G X 7o 39 15 2o 4 1 OC 481 5oo ?6o ooo - - 25 384 1.3 152. o 3.8 ‘5 ,

1  ooo 769 17 5oo 15 F X 75 37 1 0 25 4. 1 oo 137 5oc 7 117 - - 23 513 6.2 49.7 12.2 1 1 ■'

1  ; OOO 1 25o 2 625 ooo 12 F X X X 2o 35 11 2o 4 1 oo 5 788 6oo 521 43o 1 00 224o8 0.1 o.31 1.5 385 (

W , ooo 1 o85 415 ooo £ G X o 35 17 15 o 1 oo 1 o55 ooo 14o ooo - 17628 o.5 1.5 4 4 5 :

| o,' H1
- 6 ooo 1 G X X 6o 31 9 2o 2 1 oc 7 ooc ’ 4 6oo - - 17 3o6 24.8 89.4 36.7

I  o m
- 131 ooo lo F X X 7o 2o 3 1 0 2 1 oo 13 7 ooc

V-
35 ooo - - 2oooo 2.3 3. o 11.4 i :

1
I  jo/m

- 4 ooo 4 F X 8o ?o 7 11 r 1 oo > 1 O ooc 14 ooo - - 16 2oo 13.5 '>3.1

■ ■ u-----------

S E C T I O N  2



0 - 

ofc
Cl
c

. -Q

a>_ \
o _
0

n

 ̂ o
! " Z_

C
E
*/a

1  j
o _
F a
= o ■+*

P

X

4)

I k  
c « 
"  Q
o ‘5C o
5 ®1—  4-

! r = 0

2
‘a

 ̂ 8
4) O > C

i

• :t; ; :

1/Ì0)
^  0)
c o
E a.
v/> E <D> _

.E a
o o
o '?

U-- --- M
a

c
hi

ne
ry

 a
nd

e
q

ui
p

m
e

nt
g

in
'e

m
a

l
em

pl
oy

ee
s

Fi
xe

d
 a

ss
et

s
w

o
rk

in
q

 c
ap

i t
al

Lo
at

-s
to

ta
l 

ca
pi

 ta
l 

:°
r.

o
o
a

$
oCd

Cos

1 1  
ai 2  

. r  a,

5
SoQ_
a

t Stn.
;°c

1
o
c

o
0
aa>
a

O

M
a

in
te

na
nc

e 
^

91

<s>
V

S -

Ò
ow

C L

Remarks

; oo 72 o51 1.7 41.3 4 .6 18 29o 1 26o 1.6 11.7 27.9
13.6
/o. 4

0.9 !.. o 13.9 15.1

: oo "4 611 1.6 57.5 2 .4 16153 1 923 o. 54 25.1 344
8.3 

24. o
1.6 o. 16 15.5 16.0

■ - 18125 1.7 5 .5 3.1 12214 8643 7.7 - 46.0 11.4 
2 0.8

2 o 3.1 o.8 13.1

■ - 19 565 0.4 32.9 7.1 11 3 o33 1 366 17.8 - 23.4 18 o 
17.6

- 2.5 23.4 1 o.9

! oc 2o978 5.8 25.9 8.5 1 22o 898 o 4 29.3 44 c 3 1 1u. o 1.1 o.4 2.4 15.8

Ì "7.o 1 2 joI 1 .2 3.3 1 1 .0 16696 6 939 7.8 18.5 15.7
34.2
23.9

6.3 A
O 2.1 11 .6

■ - 15 529 5.6 

68.o

11.3 19.8 11 o55 7 722 2 4 - 15.6
6. o

3.4 o. 5 17.3 1 1 .6

i

:  o 3 .  o

23 2o8 545. o 91.o 571 286 *■*o. o - 43. c
4. o 

3o.4
- o .  1 7.o 15.4

73 347 3. o lo7. c 3.7 54.54 9o9 o. 2 - 27.7
6.9 

29 o
o. 1 o. 2 18.3 17.6

24 555 o.9 52.8 3.8 61 393 1 393 3.1 33.o 39.7
lo  9 
16.5

2.7 1.3 1 1 . 1 15.3
r *

1 OO 18 9o6 2.4 11.5 o.8 9839 2 518 4.5 7.1 24.1
2o.6
15.3

1.4 1.2 22.2 14.7

- 24619 o. 5 2.7 1.9 91 111 2o 55 3.o - 24.1 9.6
18.8

1 o. 3 1.9 16.0 19 .c

1 00 19 o47 0.6 51.5 6.4 92 75o 1 o83 8.9 8. o 19.:
9.8

33.7
1.6 o. 3 23.5 1 1 .8

- 75 384 1.3 152.o 3.8 7534? 342 1.8 - ¿6. <
11.9
15.8

0.06 o.4 36.8 8.8

- 23513 ¿.2 49.7 12.2 11 458 1 458 1.9 - 16.5
8.5

25.8
- o .  2 51.2 1 1 .2

,1 - 224o8 0.1 o.31 1.5 385 9o6 165 4oo 11 a 7.9 29,5
I T T
15.3

6.3 4.4 4.4 1 o.4

17 628 o. 5 1.5 4 4 52 75o 2o75o 7.5 - 32.5
20.0
23.1

2.3 o.5 3.8 17.8

- 17 3o6 24.8 89.4 36.7 636 545 o.5 - 43.6
13.4
29.8

o. 1 o 1 1 6 1 1 . 2

- 2oooo 2.3 3.o 11.4 136oo 131 oo 3 9 - 16.7
21 o 
23 o

7.5 o.7 21.5 1 5. o

- 16 2oo 13.5 r ; , ?3.1 1 1 1 1 444 o.7 - 31.1
15.9
29.1

o. 1 o.2 8.5 14.8

S E C T I O N  3



ANNEX 1: BASIC DATA AND FINANCIAL RATIOS, Page 3
Pr

o
vi

nc
e

U
n

it 
N

o
.

j

: o
£

Prccu H on <•- 
Proyr-im ¡o

* iS)
: a)1
C

i 5. a) 
>  
i

Sa 1 es, M<

t/>
££

<D
OLO

nketi

CC

U
</>0)
O

L_1

n9

0° i

5ayLwJ C
ha

nn
el

 
1

Arep
(m 1

.and

Total
value
(Rs

Vaiue^
per m

¡R,

Bi

Coverei
01^3
(m

j i  Idings

T ota'
l'a.’ue rer;t 

p.'~ .
tRs

Va-

Ç/
rr.
Rs

Machinai 
Equi p'rie

Value
(Rs,

P 41
Surgical ^  
Instruments

268 739 - 1 oo i 1 5o - - 98
rent 
15q m

- -

P 42
Surgical
Instruments

55 1 291 ooo - loo 1 2 51 o 2oo ooo 392 25o 25o ooo 1 ooo 188 6oo

-

P 1 a Cutlery 66 2618 7oo r oo - i 1 62o 52o ooo 32o 98o 1 176 ooo 1 2oo 2 266 ooo

P 2a Cutlery 47 1 548 ooo 77. c 23. o i 1 3oo 25o ooo 192 7oo 5oo ooo 714 1 75oooo

P 3a Cutlery 66 72o ooo 1 oo - i 99o 316 ooo 319 85o 8eo ooo 94o 9oo ooo

1

------—

h

i

1

J-

— - —------

i
— — — ----- — —

IS E C T I O N  1



Machinery + 
Equipment

Va-

V

Value
(Rsì

Rs

>oo 1 ooo 188 600

§;

Tec lj-
nologv

X

oa.o
U

5o

5o

Man power 
in numbers

ocd
S  ! crìi
o

14

72 17

o _
E u 
* *  v O
H i

■n

12

5o

o

oQ-

$Oa:

loo

1 OO

Investment

Fixed
assets
(Rs)

2o 000

638 600

Work ir 
capitai 

(Rs

lo  000

285 000

Ut? Üza- 
tion of

oafis
(%  -  

o

o<DX

100

p;r .O"

19195

17 93o

<1
1/

CJ>
o _c

8.9

1 3

X

? a
0 Oc a 5 5|

6.S

aou
<u c> c
r -%
-> o 

i

26 8

4.5

v
<v>-
o

t)
>
c

o
o

1 o  o c

29

30 1 2oo 2 266 000 X 1 o 26 19 100 4 ! 37 000 39o 000 80 o 100 /19 0.6 1.1 2.9 1591  :

J O 714 1 75oooo X 25 18

30 94o 9ooooo lo 25 12 11

loo 2 5oo 000 33o 000 loo 61 92o o.6 j 0.9
---- +—

4.6 100 o

1 0 0 2 216 000 ?5o 000 . 0 0 0 0 o. 3 o .8 2.9 184 6c (

S E C T I O N  2 %



!
\f



оо
О
К)
° 45 |

SJ
СО
о

-о
сл

N o .  о  m  i ■ /<•.-.

о
OJ

о
Os

0.6

ы
со
45

Turnover 
total investment

о
00

р
45 1-4 8*

9 1 T  urnover/ma^i i nery 
+  equiDment n

N
о

4.6

ч>

4.5

26 8

Turnover/ 
workino capital

184 666

8
о
0
0

159115

29 о2 7

1 О ООО

J
Total investment

.j ■

1 i t e r n a l  mployees

СП

ОО
О 

о/

87153

8 572

1
Machinery and 
equipment^ ynternal 
employees

'■О
со

7.5 >
O'

S  •» 
ГО

N
о

Fixed assets/
worki na capital

1 > 1
о

9 9

32.5 1 Loans
total capital ( % )

58.3

5 о. 3

I'

С п

29.9

34.4 Raw material

13.6 1 ^  
а

1 р *
СО

12.6

24.3

5.3 
16 2 Manpower 'n 'e'nal n  

external о
о
45

O' 8.7 СО
00

1 Deprec . -'Interest -  SC
O'- 2

О-

0.6 Р
СП

1.4 Р
ГО

о
f r*

Maintenance ц
14.4

16.0

16.8

9.8

14.6

sO

Others

о

13.о N 5
О

00
о

7.4 Profi t

Rem
arks



STUDY ON SMALL SCALE INDUSTRIES
IN PAKISTAN

Volume 5 
SUB SECTOR: LEATHER

GOPA • Consultants 
Hindenburgring 18 

6380 Bad Homburg 
Federal Republic of Germany



S TU D Y  O N  SM A LL-SC A LE IN D U STR IES  

IN  PA KISTA N

SUB-SEC TO R S TU D Y  

-  LEA THER -

Volume 5

D P/PA K /79/o l4/A /o l/37

submitted to

U N ITE D  N A T IO N S  IN D U S TR IA L  D EV ELO PM EN T  

O R G A N IZ A TIO N  (U N ID O )

Ju ly  1981



Th is  Report was prepared by Messrs.:

-  Stefan Tobisch (Macro-Economy, V o i. 1)
-  D r. D ieter S t i lz  (Light Engineering, V o l. 2)
-  Heino Helle  (Sports Goods, V o l. 3 , Team Leader-Field Work)
-  Heinz-Jürgen M a llin  (Surgical Instruments and C utle ry, V o l. 4)
-  W illem  Vos (Leather, V o l. 5)
-  John Buxton (Te xtile s, V o l. 6)
-  D r. ;<arl-Heinz Zinnecker (Project-Coordinator) 
following the ir mission to Pakistan in September/October 198o

GORA CON SUL! AN GO PA liOPA



I

Роде
Contents

1. Introduction and Method of Approach 1

2 . Structure, Significance and Overall Potential o f the Sub-Sector 2

2 .1  S ize  of the Sub-Sector 2

2 .2  Present Output and Export Performance 3

2 .3  Characterization of U n its  Interviewed 3
2 . 3 . 1  Number of U n its  and Regional D istribution 3
2 . 3 . 2  Classification o f U n its  5
2 . 3 . 3  Organizational Aspects 12

3 . Technical, Economic and Financial Analysis. Production and Technology 13

3.1 Production and Technology 13
3 . 1 .1  Range of Products 13
3 . 1 . 2  Q u a lity  and Standardization 14
3 . 1 . 3  Classification by Markets 16
3 . 1 . 4  Level o f Technology 17
3 . 1 . 5  Plant and Machinery 2o

3 . 1 . 5 . 1  Age Structure o f Plants 2o
3 . 1 . 5 . 2  S ize  of Plant 21
3 . 1 . 5 . 3  Machinery and Equipment 21
3 . 1 . 5 . 4  Capacity U tiliza tio n  25

3 . 1 . 6  Technological Constraints 26
3 . 1 . 6 . 1  Technical Aspects 26
3 . 1 . 6 . 2  Q ua lity  and Q u a lity  Control 26

3 . 1 . 7  Working Conditions 27
3 . 1 . 8  Main Problem Areas 27

3 .2  Materials and Components 29
3 . 2 .1  Hides and Skins 29
3 . 2 . 2  Chemicals and Other Raw Materials for the Tanning Industry 32
3 . 2 . 3  Materials and Components for Footwear Production 32
3 . 2 . 4  Materials and Components fo r Garment Production 33
3 . 2 . 5  Materials and Components for Leather Goods Production 33
3 . 2 . 6  Main Problem Areas 33

3 .3  Manpower, Management and Organization 35
3 .3 .1  Manpower 35

3 . 3 . 1 . 1  Employees by Category 35
3 . 3 . 1 . 2  Q ualification of S ta ff 36
3 . 3 . 1 . 3  Employment by Term and Remuneration Structure 36
3 . 3 . 1 . 4  Labour Productivity 37

' ■  ■ ■ ; 1  . V ’ ■ '



I l

Contents
Роде

3 . 3 . 1 . 5  A va ilab ility  o f Skilled/tJnskilled Workers 39
3 . 3 . 1 . 6  Fluctuation 41
3 . 3 . 1 . 7  Training Requirements and Fa c ilitie s 41

3 . 3 . 2  Management 42
3 . 3 . 3  Organization 42
3 . 3 . 4  Main Problem Areas 43

3 .4  Demand and Marketing 44
3 .4 .1  Demand 44

3 . 4 . 1 . 1  Demand Pattern 44
3 . 4 . 1 . 2  General Potential and Prospects /  Trends 46

3 . 4 . 2  Marketing 46
3 . 4 . 2 . 1  Description o f Markets 46
3 . 4 . 2 . 2  Marketing Mechanisms 46
3 . 4 . 2 . 3  Prices 49
3 . 4 . 2 . 4  Competition 49

3 . 4 . 3  Main Problem Areas 5o

3 .5  Investment and Financing 52
3 .5 .1  General Remarks 52
3 . 5 . 2  Capital Structure 52

3 . 5 . 2 . 1  Land and Buildings 52
3 . 5 . 2 . 2  Fixed Assets /  Total Investment Ratio 52
3 . 5 . 2 . 3  Machinery Investment /  Current Assets Ratio 53

3 . 5 . 3  Sources and Funds 54
3 . 5 . 4  Lending Institutions, Borrowers and Credit Schemes Used 54
3 . 5 . 5 ,  A va ilab ility  o f Capital 56
3 . 5 . 6  Cost-to-Sales Structure 56
3 . 5 . 7  Pro fitab ility  58
3 . 5 . 8  Overall Entrepreneurial Attitude Towards Financial Management 59
3 . 5 . 9  Main Problem Areas 59

4 . Evaluation of Main Problem Areas, Analysis of Interdependencies
and Overall Development Prospects 61

4.1  Ranking and Structure of Problem Areas 61

4 .2  Potential for Growth 61

4 .3  Specific Constraints and Requirements 61
4 .3 .1  Tanneries 61
4 .3 .2  Footwear 64
4 .3 .3  Garments 65
4 .3 .4  Leather Goods 66



Il l

Page

5 . Recommendations 67

5 .1  Specific 67
5 . 1 .1  Technology 67
5 . 1 . 2  Materials and Components 69
5 . 1 . 3  Manpower and Management Organization 7o
5 . 1 . 4  Marketing (Domestic and Export Markets) 7o
5 . 1 . 5  Financial Management 7o

5 .2  General 71

6 . Sub-Sector Profiles 72

Literature Index

Annex I: Basic Data and Financial Ratios

Contents



IV

L is t of Abbreviations

a year

Ass. Association

ATD adapted technology developing countries

A T I adapted technology industria lized countries

CCI Chamber of Commerce

c .o .d . cash on delivery

F Footwear

Gd Leather goods

GOP Government of Pakistan

Gt Leather garments

IM S injection moulded shoe

LC Letter of Credit

m il l . m illion

m2 square meter

n.m. not meaningful

Rs Rupees

sq ft square feet

T tannery

TTD traditional technology developing countries

U T I unchanged technology industria lized countries



MAP OF PA K ISTA N  (Source: IBRD)



- 1 -

1. IN TR O D U C TIO N  A N D  M ETHO D OF APPROACH

In the following chapters an attempt has been made to provide as precise and complete a 
picture as possible on the situation of the Pakistan SSI leather sub-sector, covering

-  tanneries
-  footwear Industries 

leather garments industries 
leather goods industries.

The exposition is based on the findings of the survey carried out from September 11 to Octo
ber 15, 198o, in the course of which 47 units of the above product lines have been visited 
a ll o/er Pakistan. However, i t  should be mentioned that the scope of the findings was l i 
mited by the following constraints:

-  Secondary statistical material was scarce and of differing re lia b ility . Available informa
tion was frequently incomplete and consisted p rim arily of investigations undertaken In 
the Punjab or Sind province. F in a lly , due to a high number of structural changes w ith
in the sub-sector and the existing units, statistical data quickly turned obsolete and had 
to be updated.

-  The industrial survey previously undertaken (U N ID O  Study, Phase I) which was to form 
the basis of this study included no analysis of tanneries in Pakistan and was found to 
contain many inconsistencies and deviations from the consultant's findings. It could, 
therefore, only in part be integrated into the report.

In view of the mentioned background the ̂ qualitative analysis is mainly based on the eva
luation of information received through p la nt-v is its by the experts to a large number of 
units w ithin the SSI-se cto r. However, it  should be mentioned that the majority of the 
visited entrepreneurs were not prone to reveal certain details of their enterprises. The 
plant v is its  were supplemented by many interviews with the manufacturers' associa
tions and other relevant institutions were possible w ithin the limited survey period.

It  was found that, due to the comparatively small number of units interviewed, certain 
breakdowns, especially by provinces, may not always be meaningful. Th is relates in 
particular to Baluchistan, where no leather industries were visited.

The following study emphasizes the analysis of small scale industries other than cottage 
industries, which especially in the footwear sector, though more numerous, are less im
portant as target group than regular small and medium scaie industries because of their 
comparably low stage of technical development. They are also not easily accessable to 
extension services or consultants. For this reason, figures for the cottage industries were 
averaged and compiled so as to mcke it  one representative unit in the statistical evaluate

Furthermore, it  has to be mentioned that the totals given in the tables do not always 
correspond to those of a ll units visited. Th is is because certain data were not available 
for every unit to not considered applicable.

■t



2. STRUC TURE, S IG N IF IC A N C E A N D  O VERALL P O TE N T IA L  OF TH E  SUB-SEC TO R

2.1 S ize  of the Sub-Sector

The overall s ize  of the sub-sector industries under review is  reflected by table 2 .1 . 

Table 2 .1 : Distribution of Leather Industries ^

Province Pun j ab Sind NWFP Baluchistan Total

Item N o . % No. % No. % No. % (loo %)

Tanneries 118 58 7o 34 15 7 1 i 2o4 (estimated 3oo)

Areas of Concen
tration Lahore

Gujranwala
Multan
Kozur

Karachi
Hyderabad

Peschawar
Nowshera

Quetta

Footwear (fully 
mechanized and 

semi mechanized, 
non cottage indus
tries)

28

Multan
Lahore

36 46

Hyderabad

ÛO 2

Bannu

3 1

Quetta

i 77

(estimated 2ooo inci. 
cottage industries)

Leather Garments 
(inci. gloves)

5
Sialcot

14 3o
Karachi

86 - - - 35

Leather Goods 
(except gloves)

Karachi 
H yderabad

(estimated looo units 
no statistics available)

Official information from the National Leather Development Board

Exact data were not available, in particular for the footwear and leather goods sector, due 
to a large number of unidentified cottage industries, mainly in Bannu (NWFP) and Hyderabad 
(Sind), producing cheap country shoes (Jutti type) and other leather products. These cottage 
industries are characterized by the absence of a ll kinds of machinery (except a few sewing 
machines) and the employment of commonly less than 5 workers.

Many of these units were visited. As a target group, they do not particularly qualify for 
industrial promotion due to

high fluctuation in the business 
owners' low rate of literacy 
low motivation for business expension 
high competition.

In particular for the leather goods sector, there were no offic ia l overall industrial surveys 
and figures hed to be estimated.



2 .2  Present Output and Export Performance

Present production figures and exports of the leather industry by sub-sectors are shown in 
table 2 .2 . Due to the high number of unregistered shoe factories and the varying value of 
footwear products as well as the d ifficu lty  in determining the number and value of leather 
goods and garments produced, certain figures could not be calculated. However, it  can 
be seen from this table, that about 44 %  of the tanned leathe- production is  designed for 
export which accounts in terms of value for about 46 %  of the total output. Th is is due to 
the fact that only good quality hides and skins are selected for export purposes. Sales of 
tanned hides and skins is  the major item of the Lather industry's exports,accounting for 
63 %  of its  to ta l.

Although the domestic footwear production particularly competitive on the Internationa
market (as explained later) it  accounts with ¿u %  for the second largest share in  exports for 
non-leather shoes on ly. Leather garments and goods are the third largest export segment. 
Although no o ffic ia l figures for the total output are available, it  can be assumed that 8o -  
9o %  of its  total value is  exported, mainly in the form of leather gloves.

2 .3  Characterization of Un its Interviewed

2 .3 .1  Number of U n its and Regional Distribution

The basic data and financial ratios of the 47 un’ts visited are compiled in Annex I .  The re
gional distribution and breakdown by product line of these companies are shown in figure 
2 . 1.

Figure 2 .1 : Structural Pattern of Un its V isited

figures in '  o indicate 
shore with to al pro
duct line
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Table 2 .2 : Ou'puf and Export Performance of Sub-Sector

Q uantity
-------------------------- f

Value D omestic

1
Sales ! Export Sales 

1 Value
af Total 

Exoart V a S ue

(looo nv'O (looo Rs) (looo rrr '1 (1 ooo Rsi 8 ! {looo Rs)

Estimated Leather
Production ¡979-198o 1 j ,

Leather cow calf 2 ,5oo  ( lo % )
•
I ! 392 4 5 ,boo 2 .3

Leather buffalo calf 3 ,75o  ( 1 5 % ) j 959 95,ooo 4 .7
Leather cow hide 2,5oo  ( lo  % ) 1 58o 62,9oo 3. 1
Leather buffalo hide 3 ,7 5 o  ( 1 5 % ) i i 1 ,314 113,ooo 5 .7
Leother sheep sk in  | 5,ooo ( 2o % ) j 1 1,935 : 2 5 3 ,4oo 12.6
Leather goat sk in 6,5oo  { 26 % ) 1 4 ,2 1 5 6 2 1 ,8oo 31
O thers j 1, ooo ( 4 % ) ! ! ! ,  49o 1 73,ooo 3 .6

Total ! 25,ooo ( lo o % ) 2,75o,oco 14,113  ! l,5 5 2 ,o o o  : l,o b 87 1264 ,9oo 63
1
] 1

Estimated Foofwear (looo pairs)
Production 1979 -  198o

Leather footwear ! 12,5oo
Cottage industries |

non mechanized i
production 
Country made shoes 
non mechanized 
production 
Canvas footwear and

25,ooo

23,ooo

(looo pairs!

19,57o o .3

other non-leorher j 7o,ooo 
Total '1 3 2 ,5oo j 6 , !25,ooo

175oo 
1 7 ,83o

484,ooo
5o3,o7o

2 4 .2
25.0

Estimated Leother j

i

Garments and Goods 1
Production 1 9 7 9 -198o 1 ,
leather garments , 28 ,000 25,4?o i .3

leather goods 1

Football /V o . / ba ils . 1 ,6 fo -

Leather gloves 1 9 8 ,32o 9 .9

Leather products 1 1 ,6 1 Û 0 .6

Total - 2 3 7 ,o3o 11.8

O vera ll Total 8 ,9c3,ooo 2 ,o o4 ,loo 1 00



As the above figure Indicates, the majority of units visited are located in Punjab and Sind. 
On account of the large number of cottage industries in the NW FP and Baluchistan footwear 
sector, only part of them could be covered. They a ll show sim ila r characteristics, and the ir 
analysis w il l focus mainly on qualitative aspects. Analogous conditions apply to the leather 
goods industry, which is  also only represented to a low degree in the statistical evaluations. 
However, in order to show the overall characteristics, the analysis pays special attention 
to the assessment of the most important problems and prospects w ithin the product lines and 
provinces.

In the distribution of units visited it  was tried to reflect the overall distribution pattern of 
enterprises; in the case of footwear and leather goods,this was not possible on account of the 
large number of unregistered industries. These producers are found in villages and towns. 
Some of these are known for their manufacturers' expertise in shoemaking, e .g . chappals 
in Bannu/NWFP are a ll hand-made by Individual shoemakers in their lit t le  shops. In a single 
street one can count up to loo shops with an average of 4 shoemakers per unit.

2 .3 .2  Classification of Units

The regional distribution and breakdown by number of employees of the units visited is 
shown in toble 2 .3 .

Table 2 .3 : D istribution of U n its by Number of Employees

Product j S ize
Line i of U n ît!

Provinces
Total

Punjab | Sind NW FP

Tanneries I a 

; b 
c

9 j 3 
3 4

1
1

12
2 ; 9

: 1 : 1 
Footwear ! a ; 1 3 | 1 ' 5

1 b j 4 -  1 ! 5
________________!______ç________________ ]_______:________ 2______ i_____-  J  3

Leather
Garments

a ! -  3 ! ! ou i ; °  i i w
b 1 4 -  ! 5 
c 1 -  3 -  1 3

Leather
Goods

-|  I !
°  i "  ! ■ 1 ■ I 
b i -  ! 1 , -  ' 1

______ s_______ i________ !_______!________ : ______ 1________ : _____ i_________ I________

Total ! 2o j 23 4 47

a = 1 - 1 4  employees
b = 15 - 49 employees 
c = 5o and mere employees



47 %  of the companies which, as stated above, are mainly located in Punjab and Sind, 
employ in  between 15 and 49 workers, another 34 %  more than 5o, and only 19 %  have 
less than 14 employees.

According to figure 2 .2 , showing the aggregated distribution of manpower employed in 
the 47 units, manpower for a ll product lines is  also highly concentrated In Punjab and 
Sind.

Figure 2 .2 : Distribution of Employees
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However, the data, particularly those for the leather goods Industry, ere net very represen
tative, as only 2 units could be visited. The total annual sales by product line and province 
are shown In figure 2,3.
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Figure 2.3: Distribution of Annual Sales (loop Rs)

O ut of the product lines analysed, tanneries are the most important industries in terms 
of aggregated output value. This becomes particularly clear from figure 2 .4  showing the 
average sales/unit.
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F*gure 2.5: Average Turnover/Employee (loop Rs)
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Based on the sample units, the average annual sales per employee of the four product 
groups are within the following ranges:

tanneries 
footwear 
garments 
leather goods

2oo,ooo -  600,000 Rs /  average
45.000 -  19o,ooo Rs /  average
50.000 -  25o,ooo Rs /  average
(only 2 interviews) average

3oo,coo Rs 
8o,oco Rs 

lo o , 000 Rs 
2o,ooo Rs

As can be seen from figures 2 .4  and 2 .5 ; average sales per tannery in Sind are about twice 
those in Punjab, although sales quotas per employee are s 'm ila r.

The data quoted for NW FP are only in part representative, one of the few tanneries visited 
was under reconstruction. In the footwear Industry sales per employee and absolute scles 
are considerably lower. They are almost equal for Sind and Punjab, but lower for N W FP. 
Th is is due to the predominance of cottage industries, which, though also prevailing in 
Sind, accounted for a larger proportion in the NW FP sample.



The structure and distribution of investment in machinery and equipment by number of 
employees are shown in table 2 .4 .  It must be emphasized that on account of the s ig n if i
cant local differences and fluctuations of land values, instead of total investments, only 
the present value of investments in machinery has been taken as a criterion for identi
fying the capital intensity.

Table 2 .4 : Average in Machinery-Investment /  Employee by S ize  of Units (Rs)

Product Line S ize  of U n it Punjab Sind

Tanneries
2 )a -

b 15,433 8,4-M
c 37,588 26,9oo

Footwear a 45,000  ^ 21,46o
b 8 ,o l3 -
c 9,ooo -  28,9oo

Leather a - 1 ,ooo
Garments b ” 3,35o

c ” 2,422

Leather a -

Goods b - 3,ooo
c - -

1) O nly based on one sample with IM S machine

2'* a = 1 - 1 4  employees
b = 1 5 - 4 9  employees
c -  5o and above employees

Bcsed on the units visited, the average range of the investment in machinery and equipment 
can be estimated cs follows:

tanneries 
shoe factories 
garments 
leather goods

4 .500  -  43,ooo Rs /
3.500 -  45/0oo Rs /
1 ,ooo -  4,ooo Rs /

5oo -  3,ooo Rs /

average 16,ooo Rs 
average 12,ooo Rs 
average 1 ,5oo Rs 
average 2,ooo Rs

The table above indicates that investment per employee is on the average much higher in 
Puniac than in Sind tanneries. Th is is explained by the fact that capital investment require
ments depend on the kinds of leather produced (table 2 .5 ) .



Table 2.5: Kinds of Leather Produced by Number of Units

Province
Shoe

Upper Leather
Wetblue 

and Crust
Garment and 

Glove Leather
Sole Leather

Punjab 6
(mainly cow)

2 3 3

Sind 3
(mainly goat)

6 6

NW FP 2 “ •

The degree of mechanization in the tanneries visited is shown in table 2 .6 . 

Table 2 .6 : Degree of Mechanization ^  of Tanneries V isited

Punjab Sind NW FP

Mechanized 9 4 2

Semi-mechanized 3 3 -

Non-mechanized - - -

1) Definition of different degrees of mechanization is given in 3.1 and 3 .1 .5 .3 .

Distribution of degree of mechanization in the footwear units visited is revealed in table 2 .7 . 

Table 2 .7 : Distribution of Degree of Mechanization in the Footwear Un its V isited

Punjab Sind NW FP

Mechanized 2 3 1

Semi-mechanized 3 - -

Non-mechanized 1 2 1



2 .3 .3  Organîzatîonai Aspects

Forms of ownership of the different units and the ir registration with chambers of commerce, 
associations end other institutions are indicated in table 2 . 8 .

Table 2 .8 : Forms of Ownership and Registration with Chambers of Commerce and Associations

Product Line

Forms of Ownership Registration

TotalSole
Proprietorship Partnership Limited

Company

Registered with 
Locol Chamber 
of Commerce

Registered with 
Manufacturer^ 
Association

No. No. % No. % No. % No. % No. %

Tanneries 5 23 9 41 6 27 12 55 13 59 22 1 oo

Footweor 5 38 4 31 3 23 6 46 3 23 13 1 oo

Leother Garments 8 72 3 _
- 6 55 3 27 1! loo

Leother Gooch t 5° ! 5o - - - - - - 2 loo

W ith growing capital investment requirements increases the number of partnerships and, in 
this context, different forms of limited companies, as a rule with family participation, the latter 
prevailing in the tanneries. The percentage of tanneries registered with the local CCIs is 
considered an overall average and in rea lity probably even higher. Memberships in manu
facturers’ associations ere rather frequent. Main associations are:

Leather Association
-  Hide Market Association
-  Glove Manufacturers' Association
-  Tanners' Association
-  Sport Association.

The smeller companies in the footwear industry are mainly founded by a single owner. As in 
the case of tanneries, larger enterprises are partnership financed and/or in the form of l i 
mited companies. Memberships >n manufacturers' organizations, e.g . in  the Shoe Manufac
turers Associaticr^ore fa ir ly  rcre.

As leather garment companies are mainly medium sized and require comparatively low capital 
investment they ere predominantly sole proprietor enterprises. Registration with the local 
CCIs is frequent which may be attributed to the branch's high dependence on exports. The 
Glove Manufacturers' Association was the only manufacturers’ association identified during 
field work in this branch.



3. TEC H N IC A L, ECO NO M IC A N D  F IN A N C IA L  A N A LY S IS . PRO DUC TIO N  A N D  
TEC H N O LO G Y

3.1 Production and Technology

3 .1 .1  Range of Products 

Tanneries

Sole-leather and upper-leather are the basic raw material for the local shoe- and leather 
goods manufacturers. The tanning industry produces the following different types of 
leather:
-  Wetblue skins for export
-  Vegetable tanned sole leather for shoes and sandals
-  Chrome tanned garment leather and lin ings
-  Chrome tanned upper leather for shoes
-  Combined chrome/synthetic tanned hides for football leather
-  Vegetable and chrome tanned lin ings
-  Vegetable tanned harness leather.

The different kinds of leather are confined to a few colours and types. They are distinguished 
by the ir qua lity,size  and weight.

Footwear

The footwear industry produces boots and shoes from different materials: Police and army 
boots, slippers, sandals, chappals, sportshoes, Jutti (different country shoes ), 
and a variety of women and children shoes. Among exports, canvas footwear occupies a 
leading position.

Leather Garments

Leather garments are mostly designed for exports. They comprise to a major part

-  short jackets
-  safari jackets
-  long coats
-  trousers
-  sk irts
-  gloves (fancy and workers gloves),

and are produced in large variety according to prevailing fashion and sty le .
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Leather Goods

Leather goods comprise a large span of consumer goods as well as industrial products. The 
most Important are as follows:

-  footballs 
leather bags

-  wallets
-  belts
-  suitcases 

saddlery etc.

The individual provinces produce different goods. Tanneries are concentrated In Sind and 
Punjab, but rare in N W FP. Punjab is  also a centre of the leather glove production, while 
wearing apparel is  mostly produced in S ind j both provinces cover, most of the local travel 
goods' and handbag production. Footwear is produced a ll over Pakistan, but their types vary 
from one province to the other. Sind and Punjab units produce a considerable share of so
phisticated boots and shoes.

3 .1 .2  Q ua lity end Standardization 

Tanneries

The quality of tannery products depends on size  , quality, condition and age of the raw mater 
as well as on the tanning process and is  judged by their fin ish  and general appearance. 
Raw hides and skins (see chapter 3 .2 )  vary considerably In quality although prevailing 
cattle breeding conditions should basically provide for satisfactory raw material.

Wetblue and crust being generally well tanned, their quality can be considered as good. 
Physical data, however, could not be checked. As far as the expert of these items is  con
cerned, the foreign customers usually prescribe applicable tanning processes to 
ensure that their quality requirements are satisfied. The quality of finished cow leather Is 
low to medium. Extensive impregnation gives the leather too s t if f  a character. Coating, 
too, is done with too high an amount of binders and resins. Such fin ish  is desired by Pakis
tanis but not by European customers. Sheepskin leather is sometimes too heavily pigment 
and binder treated, while goatskin leather is mainly an iline-fin ished and of satisfactory 
overall quality. Pakistani sole leather (mostly buffalo), only being through-tanned,shows 
a low wear resistance and high water absorption, it  does not qualify for exports to Western 
countries.

Due to the absence of quality controls in the tanneries, there are no standards with respect 
to chemical and physical data. On the whole, leather is processed within a small
range cf different kinds. The reasons are lacking knowledge of applicable technologies, 
non-availability of chemicals and the rather unrefined taste of Pakistan customers.
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Footwear

The quality and sa leability of shoes depend on theirraw  material, fin ish  and sty le . Premium 
leather is exported or used for garment sewing, thus not being available to footwear pro
ducers. Furthermore, the fin ish  of the available leather characterized by corrected grain, 
heavy impregnation and pigment and binder treatment with an altogether glossy appearance 
does not qualify for exports to Europe, though it  satisfies the present domestic demand.

By European standards,the sty ling  quality is  poor and lacks o rig in a lity , being mostly copied 
from cheap European shoes. The fin ish  varies considerably depending on the craftsmen's 
s k i l ls .  It is  generally low due to irregular sewing, cutting, scratched surfaces, occasional 
inaccurate injection moulding and unsatisfactory make of toes and counters. However, 
there are highly sk ille d  craftsmen especially in small cottage units, whose performance meets 
fu lly  their c lients' quality requirements.

As far as rubber and canvas shoes are concerned,which account for the majority of footwear 
exports, medium quality prevails. Styles are mostly copied from Western designers and 
the look meets export requirements. Footwear packaging leaves much to be desired. Th is 
refers in particular to case and box design but also to packaging materials which should be 
of a more attractive appearance. Minimum quality standards, standardized product lines, 
common size  and fitting  scales, well as the standardization 0f  lasts are practically non 
existent in the footwear industry.

Leather Garments

By raw material, style and make, leather garments rank at the lower end of the world 
market with the exception of gloves which can be considered of good quality. As leather 
of the best quality is  mainly exported in crust or wetblue condition, it  is only available at 
high prices to the domestic garment makers, with the exception of companies supplied by 
their own tannery. The style of the garments is often copied from Western patterns and 
lacks o rig in a lity . So do the few Pakistan developed designs.

Though garment producers are on the whole highly sk ille d , stitching and cutting are often 
poor due to old and obsolete machinery which is also unsuited for sophisticated stitching 
patterns. Pakistani made lin ing s, buttons and accessories are also of low quality and un
fashionable.

Leather Goods

Overall quality is  satisfactory as far as leather and workmanship are concerned. However, 
sty le  and make of Pakistani made accessories and lin ings are poor. Producers, therefore, 
try to import these items to Increase their products' value and international competetive- 
ness.
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3 .1 .3  Classification by Markets 

Tanneries

The designation of the different products is  shown in table 3 .1 : 

Tc b le 3 .1 : Designation of Tannery Products

Products Designation

Wetblue and Crust Leather Export of high quality goat and sheep to Ita ly , 
Spain, Japan, China,Yugoslavia and USSR

Medium and low qualities for domestic use In 
footwear and leather goods industry

Export of cow is banned

Finished Upper Leather Production of leather garments 

Football production

Upper leather, domestic shoe production 

Saddlery

Production of leather goods

Sole Leather (cow and buffalo) Export of a ll qualities to Middle East 

Domestic shoe industry

Footwear

Shoes are mainly produced for the domestic market in a ll qualities and s ize s. Rubber, canvcs, 
PVC- and Jutti-type shoes are considered cheap shoes retailing up to 5o Rp/pair. Mere so
phisticated women shoes and common leather shoes se ll for 5o to 13o R j/p a ir. High quclity 
shoes and imported footwear are even more expensive. Cheap non leather footweer of a ll 
types are produced for export purposes, too.

Leather Garments and Goods

Leather garments are almost exc lusive '/ produced for exports to European countries as they 
are a comparatively cheap merchandise by international standards. The same applies to 
most of the leather goods. O nly saddlery, travel appliances and leather for industrial pur
poses are partly produced for the domestic market.



3 .1 .4  Level of Technology

In principle, two tanning processes are applied in Pakistan, i .e .  vegetable and mineral 
tannage. The former is  applied for sole, harness and technical leather with vegetable 
tanning extracts. The mostly used extracts are of Quebracho Mimosa, Chestnut and 
Valonea and must be imported. There are only a few vegetable tanning materials avai
lable in Pakistan, i .e .  Babul bark (accacia Arabia), Avaram (Cassia auriculata), Pomegra- 
nata (Pencia auriculata) and Pine. Unfortunately, these materials are not found in abun
dant quantities.

M ineral tannage is applied for shoe upper leather, garment leather, leather for bags, w allets, 
purses etc. The tannage material used is a chrome sa lt.

The Pakistani upper leather producing units can be divided into two categories.

1 . Wetblue tanneries: The hides and skins are tanned withchrome liquors mostly in drums, 
and occasionally in  p its. Small units se ll their processed leather to bigger companies, 
who then do the exporting.

2 . Semi- or fu ll mechanized tanneries with leather fin ishing equipment. Th is  leather is 
mainly designed for further domestic processing.

Vegetable and sole-leather tanneries that are reported to carry out complete tanning, 
apply mainly the following procedures (see table 3 .2 ):

1. Tanning in so-called suspended bags", nn outdated technology (duration 4 weeks): U TD

2. "P it"-ta n n in g  system, an upgraded and adapted technology (duration 3 -4  weeks): A TD

3. "D rum "-tanning, the modern technology of industrial countries: A T l/ U T !

Table 3 .2 : Stages of Technologies Used in Tanning

Unchanged Technology in Developing Countries:
Bag tanning for sole leather, chrome tanning in pits

UTD

Adapted Technology in Developing Countries: 
P it tanning for sole leather A TD

Adapted Technology from Industrialized Countries:
Drum tanning for sole leather and chrome upoer leather

A TI

Unchanged Technology of Industrialized Countries U T I
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The various types of technologies applied are shown in table 3 .3 .  

Table 3 .3 : Applied Technologies

Product Lines
Type of Technology

A TD U TD A TI U T I

Tanneries 5 4 6 6
Footwear 4 4 3 -

Garments - 8 2 -
Leather Goods 1 1 “ “

It  was found that a variety of technologies is  applied in the different product lines. W hile 
most of the smaller Punjab tanneries use A TD  and U TD , larger units and those of Sind, pro
ducing wetblue or garment leather^apply A T I and U T I .  Since the export of wetblue cow has 
been banned, wetblue tanneries concentrate on goat and sheep skins( representing abou+
7o %  of total leather exports), requiring less sophisticated technologies and machinery in 
vestments than the leather finishing line (see table 2 .4 ) . Overseas buyers usually indicate the 
applicable technology with respect to the leather fin ish ing . As regards smaller tanneries 
producing shce upper and other leather for domestic use, there is lit t le  sophisticated tech
nology (software) mainly on account of lacking process control. Hardly any use is made of 
thermometers, pH-meters or barco-meters for check-ups. There is no re-tanning, loading, 
stuffing and fatliquoring for sole leather, or else, carried out in a careless way resulting in 
products of varying properties and quality. As the applied techniques are commonly passed 
from the father on to the son, they lack development and refinement.

The GujranwalaLeatherTraining Institute was orig ina lly  designed to provide both, training 
of tanners and footwear technologists, as well as fa c ility  services, but concentrates on se
curing the letter. It accomodctes mainly smaller tanners for leather fin ish ing or complete 
tanning. However, with respect ro fa c ility  services, it  is  actually the only in stitu tio n , except 
the so-called "commercial service centers" in Pakistan that offers the use of its equipment 
against small fees. One of these cenrers was visited in Kazur (Punjab). Most tanneries are 
adequately equipped with respect to their hide processing. Th is  is the reason why subcon
tracting is negligible. However, especially with regard to the fin ish ing process (see chapter 
3 . 1 . 5 . 3 ), splitting machines, hydraulic presses, setting-out machines, spray units, resting 
equipment, etc., are badly needed.

f o o twear

The level o? technology and the process aeplied di f f er  from one unit to the other. Generally 
i t  should be ûistînçu'sned between mechanized, semi-mechanized and non-mechcnized pro
duction .
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In Pakistan, only some 2o companies operate with machinery and equipment s im ila r to those 
of industria lized countries. These factories are usually supplied from integrated tanneries 
and dominate the market.

Semi-mechanized production is mainly found in small to medium sized companies. The ir 
production processes may comprise the following

cementing 
injection moulding 
flexib le  make 
Me Kay make 
string lasting 
Goodyear welt and 
California make.

Small and cottage industries employing sk ille d  craftsmen^perform a ll operations by hand ex
cept stitching and grinding of upper leather. They produce mainly country shoes and common 
leather footwear. The products are designed ind ividua lly and rarely integrated into complete 
production line s. Labour is  usually trained on-the-iob, and s k i l ls  are lim ited to spe
c ific  performances. Styling end shoe design are on the whole neglected; they are mostly 
copied from catalogue fashion models and lack refinement. The applied technology and 
the product quality gave evidence of a poorly developed shoe industry. Especially smaller 
units work in comparatively d irty and dark environment. On account of poor workmanship, 
the products often show scratches, marks and spots, etc. F in a lly  footwear accessories were 
often found to be of low quality in varying respects; however, they seem to satisfy Pakistani 
customers. Besides, there are but few kinds of lasts which also have usually been long in 
us5 and often lost their shape. A major constraint for export is that they often do not com
ply with European standaras. Th is  would be a prerequisite for the export of footwear to in 
dustrialized countries.

W hile  the bigger footwear manufacturers se ll good quality footwear at comparatively low 
prices, smaller units are more and more forced to work as their subcontractors, like  in the 
"Bata-System ". Models, lasts and leather are provided by the big companies and payment 
is done on delivery.

Apart from the Hyderabad SSIC  Footwear Training Centre^here are practically no other 
s im ila r technical service centres for the shoe industry. The footwear department of the G u j- 
ranwaia institute of Leather Technology ceased its services and training. Th is  is why the 
IBRD proposal to establish a respective service centre in Bannu should be strongly 
suoperted.

Leather Garments and Goods

The mostly small to medium scale leather goods and garments manufacturers generally use 
curdated and obsolete sewing mcchines end rarely additional buttoning and other machines, 
unsuitable for quality work. Skills ere of medium level. Styling and design are mostly copied
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or prescribed by the foreign importers who also set quality standards. However, the techno
lo g y ^  particular in garment making is re la tive ly unsophisticated, as regards machinery 
employed and ski 1 Is in stitching, lin ing  and material se lectionjhe industry is  at present not 
in a position to produce on a larger scale and at competitive prices, products of consistent 
quality and standard that can compete with those of countries like  Taiwan or S o jih  Korea.

Subcontracting was not observed except in the production of souvenir-garments where some 
cottage units took over stitching orders from larger dealers.

3 .1 .5  Plant and Machinery

3 .1 .5 .1  Age Structure of Plants

The age structure of the units visited is  reflected in table 3 .4 . 

Table 3 .4 : Age Structure of Un its ^  V isited

Age
Product Line

less than 2 
years old

2 - 5  years 
old

6 -  1 o years 
old

more than lo  
years old

Punjab
-  Tanneries 3 - 4 6
-  Footwear 2 1 - 2
-  Garments i -
-  Leather Goods - -

Sind
-  Tanneries - 1 1 0
-  Footwear 1 - 1 3
-  Garments 3 1 4 2
-  Leather Goods 1 - -

NWFP
-  Tanneries 1 1
-  Footwear - 1 - _

-  Garments - - - -
-  Leather Goods “ - - -

Most enterprises, particularly the Icrger units, existed for mere than 6 years. Tanneries 
being frequently inherited within the family have been in business for sometimes up to 35 
yeers. Their tetai number has riser, sharply since 1947, from 2o up to now about 3oo,

1) Except cottage industries for which reliable data were not available.



5o of them being larger un its. However, the sale or temporary closure of factories does often 
occur. In particular, comparatively high fluctuation is  observed in the Sind garment in 
dustries, where extensive financial and quality requirements for exports are the reasor or 
frequent factory sales or temporary closures.

3 .1 .5 .2 S ize  of Plant

Tanneries

Plant sizes d iffer from one product line to the other and depend, besides the scale of pro
duction and technology applied, cn the local situation, in particular on the cost for land. 
Required production areas can be estimated as follows:

Tanneries:

Footwear:

Garment and 
Leather Goods:

o
8oo -  l , 2oo m for an average unit and up to 

2,5oo m  ̂ for a larger unit

2
5o -  15o m for small scale production

1 ,ooo -  l,5 o o  m̂  for medium scale production

2
2o -  5o m for small units (up to 15 workers) 

25o -  5oo for medium scale production.

3 . 1 . 5 . 3  Machinery and Equipment 

Tanneries

The composition of machinery and equipment commonly used is related to the technology 
applied and degree of mechanization as shown in table 3 . 5 .



Table 3.5: Type of Machinery in the Tanneries

Sole Leather Upper Leather

Non-mechanized Bag tanning 
Pits
(no further machines)

Pits

(no further machines)

Semi-mechanized Pits
Heavy jacks 
Scales

Drums
Buffing machine 
Staking machine 
Shaving machine 
Spray guns

F u lly  mechanized Drums
Fleshing machine 
Ro lling press

Fleshing machine
Sp litting  machine
Setting out machine
Glazing machine
Polishing machine
Buffing machine
Toggling machine
Posting places 
Hydraulic Press

About 3o %  of a ll tanneries imported large parts of their machinery at high prices compered 
to the respective sales prices of local tannery equipment. However, the 
quality, efficiency and performance of imported machinery are normally far above those 
of the mostly copied domestic equipment. Thesmaller tanneries, however, almost exclusive ly 
use machines made in Pakistan except for spray units and sp litting machines. These tanneries, 
dealing basically with wetblue or pigment finished leather for domestic sales,usually are 
semi- or fu lly  mechanized. The domestic machinery, although In good condition, does not 
ensure the output and product quality achieved with imported equipment. Th is applies In 
particular to the sp litting  and setting out machines. For further export stimulation of finished 
cow hide-leather, In particular on larger scale, the fin ish ing method has to be changed 
from corrected to fu ll grain. Th is of course would call for a different type of technology end 
machinery to be applied, e .g . replacement of pasting plates by toggling units.

Table 3 .6  gives details on the average age and condition of machinery. In most units the 
overall condition of the machinery, in respect of the age wes found to be good to fa ir.



Table 3.6: Age of Machinery of the Units Visited

Product Line

Average Age Condition

o -  2 
years

3 - 5
years

6 - 9
years

above 
9 years

good fa ir bad

Tanneries 3 6 2 i Dlo n 2> 1 1} 1 o -

Footwear 1 2 1 8 2 11 -

Garments 3 3 r*z 3 1 8 2

Leather Goods - - - 2 - 2 -

1) mainly Sind
2) mainly Punjab

As far as value, quality and sophistication of machinery are concerned, the best equipped 
tanneries are located in Sind. They produce mainly for export (wetblue or finished leather 
for garment or gloves) and generally show the highest output/capital (relating to investment 
in machinery) ratio. The fact that as a rule higher investment/employee results in higher 
capital productivity could not be proved satisfactorily by the recorded data. However, as 
an average,the ratio turnover/invesrment in machinery ratio ranged for cow upper leatheras we 
as for high mechanized wetblue tanneries in between 2o -  3o. Th is ratio may increase for 
garment and glove leather up to H o .

Footwear

In th is product line it  is  commonly distinguished between non-mechcnized and cottage 
industries. The cottage industries perform most of the operations by hand and use only a few

sewing machines and
-  grinding machines.

Semi-mechanized units operate generally with

stitching/sewing m a rin e s 
skiving machines 
sole sp litting  machines 

■ culling over machines 
heel nailing machines

-  sole Dressing machines 
lasting machines
sometimes in jection moulding machines.



-  cutting presses
-  perforating machines
-  eyeletting machines
-  «¡team machines 

head setter machines 
last removers

-  fin ish ing  cleaning machines
-  sole cementing machines 

heaters
-  dryers 

spray units
-  other sophisticated machinery.

Most of the smaller units' machinery was locally made, often more than lo  years old, but 
s t i l l  in fa ir condition. As in the case of tanneries, only larger units are in a position to 
afford imported equipment, which would ensure higher quality and accuracy.
Thus,despite the fact that small units employ often excellent craftsmen, the larger units gene
ra lly  produce lecther shoes of higher average quality and uniform ity. As far as injection 
moulded plastic shoes are concerned, it  was observed that small units owning one of these 
machines,were also working as subcontractors for the larger footwear corporations.

Regcrding quality and price of Pakistan made shoes,their export would require highly im
proved leather qualities and sty les, the latter to be ensured by more sophisticated machinery. 
Domestic demand showing a high price e lastic ity, s t i l l  more or less regardless of quality, 
is  l ik e ly  to remain more or less unchanged. The annual tumover/invesfment in machinery 
ratio ranging on the average between To -  2o could be remarkably increased by the opening 
of export markets and by the employment of Improved machinery.

In addition to the machinery mentioned above/fully mechanized industries also use:

Leather Garments and Good:

The manufacturing of leother goods requires lit t le  capital,as only a few ordinary tools are 
used. The most commonly used machines in a ll units ere either hand-driven or electric s t it 
ching/sewing machines and occ Jo no liy  cutting and buttoning machines. The machinery 
is of different origin (imported or locally made) and commonly in fa ir condition. The age 
of the machinery amounts to mostly up to 5 years in the garment industries and on the averege 
to more than lo  yeers in the leather goods units. Compared to the quality requirements for 
export goods, its performance Is poor and does not al!cw sophisticated 
stitching patterns end buttor-ng. A lso , neither grading, over lock, z ig -za g , button hoie 
making and fix ing  machines nor press:ng, folding and fusing-in te rlin ing  eauipment were 
found.

H o w e v e r ,  it has to be mentioned that the quality cf finished leather garments prim arily de
pends on design, qua! i t v  of raw mater id s  used and the crcftsmenship.cnd only secondarily
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on the performance of the machine. The annual turnover/machinery ratio may be as high 
as 15o -  25o (for export oriented businesses). Investment in machinery and equipment per 
fob averaged for the higher qualified enterprises to some 1 ,5oo Rs. I f  exports of garments 
and leather goods were ;o be increased, besides improvements in style and make, the com
position of machinery would have to be more sophisticated.

3 .1 .5 .4  Capacity U tiliza tio n

The capacity per product lin e , based on the number of units v isited , is shown in figure 3 .1 .  

Figure 3 .1 : Distribution of Capacity U t iliza t io n  by Product Line
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Low average capacity u tiliza tio n  of some tanneries is presently attributable to u 
shortage of iocni hides, caused bv insuffic ient cattle raising and slaughtering.

In the footwear factories, the majority of companies u t iliz e  only 5o -  75 %  of their capacity 
they suffer from a lack of demand due to competition or too fev/ of subcontracting orders 
from the larger manufacturers. However, besides being in financial predicaments, some of 
the entrepreneurs are not in a position to ensure suffic ient supplies of finished leather due 
to the shortage on the raw material market. They are not able to demand higher shoe 
prices from the retailers without suffering corresponding sales declines.
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Garment and leather goods Industries are presently using almost their tu ii capacity; however, 
they depend highly on export orders which areplaced irre g u la rly . Due to their relative unim- 
portance, the raw lecther shortage Is only of minor influence to them.

3 .1 .6  Technological Constraints

3 .1 .6 .1  Technical Aspects

There are no severe technical constraints such as frequent machine breakdowns In the 
interviewed units. Locally made machinery Is fa irly  susceptible to break downs; It  can 
usually be repaired by local mechanics with locally manufactured spare parts. Imported 
machinery being more lasting#rarely requires reparation. However, high import prices and 
long order delivery times for foreign made spare parts represent a serious problem. In parti
cular for the semi-mechanized shoe production, ava ila b ility  of spare parts may be a prob
lem i f  the machines are too old. Overall yearly cost of repairs and maintenance can reach up 
to 1 %  of the annual sales volume. There are also frequent breakdowns in electrical supply, 
mainly as a result of improper insta llations.

3 .1 .6 .2  Q ua lity  and Q ua lity Control 

Tanneries

There exist no offic ia l standards or quality specifications for the judgement of raw hides and 
skins and leather except for those wetblue exports which are in accordance with the 
requirements, previously specified by the overseas buyers. Generally,there is a common 
agreement on the quality and characteristics of sole and upper leather which are, however, 
in any case only controlled v isu a lly . Fa c ilitie s end equipment for quality control do net 
exist w ith in the units (except for the larger tanneries); thus there is lit t le  consistency re
garding the standard of leather produced. Besides, quality checks are not considered impor
tant by numerous tanners.

Footwecr

Almost every conceivable material is used for shoe making and there is hardly cny criterion 
for selecting it .  The same applies to the end product which is only v isua lly  checked for 
def c u lts.

Star,card specifications for the manufacturing of shoes are commonly nor applied except 
by large sccie companies, such as "3atc!'.  Besides th is, no eauipment fo r a u d it/  control 
is available in this SSI sub-sector.



Leather Garments

Q uality control is only performed v isua lly  observing common sense standards or particular 
specifications given by importers. Raw materials are controlled by the respective cutters, 
finished garments usually by a specially assigned inspector.

3 .1 .7  Working Conditions

Working conditions normally vary with factor s ize . W hile  larger companies in general re
cognize the necessity of convenient working places with fresh a ir, suffic ient illum ination, 
adequate equipment, rest and washrooms, the smaller companies often cannot provide such 
fa c ilit ie s. Th e ir working places are as a rule not suffic iently  illuminated nor located in 
accordance with a logical production sequence m inim izing the internal material flow.
Safety regulations concerning machinery are often neglected or unknown. Also the machi
nery itse lf is  rarely inspected w ith respect to accident prevention. Protective measures 
against dust and noise are generally not taken.

3 .1 .8  Main Problem Areas

As far as technology and production are concerned, the v is its  to units disclosed the fo llow
ing main problem areas:

-  Prod' ct variety is generally narrow and could be largely extended without great efforts.
In particular sty ling  and design of footwear and garment products need refinement as 
their export potential is  highly fashion-dependent.

-  The lack of quality standards, specifications and quality control affects the international 
competitiveness of a ll products studied since uniform ity in shape and a steady quality 
level cannot be guaranteed.

The lack of quality control, being a feedback to the working process, prevents major 
improvements,

-  The level of technology applied (software) e .g . sc ientific  control of the production pro
cess in small tanneries, is generally low due to lack of know-how. Th is  applies in parti
cular to leather fin ish ing .

- Conseauently,tanneries envisaging to be future suppliers to the footwear export industry^ 
have to change and improve uoper and sole leather processing, not only in view of Euro
pean taste forsoft full grain finishing (incl. increased utilization of goat), but also tc 
increase the shoes' wear resistance. These changes would require i . a .  the ser u p / r e p l a c e 

m e n t  o r  ^additional) machinery.

Footwear industries whose products are bought by local customers with comparatively 
low quality reauirements would nave to improve their standard for exports. This applies
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to quality of used raw material and sty ling , design as well cs u tilize d  lasts and 
demand for improved technologies.

Improvement of machinery and equipment (hardware) is needed in most product-lines.

The number and capacity of existing technical service centres does not meet the pre
vailing demand for tra ining, extension services and special fa c ilit ie s (quality control, 
e tc .)

Tanneries and footwear industries are presently suffering from low capacity u tiliza tio n , 
the f irs t  on account of the prevailing hide and skin shortage, the latter as a conse
quence of lacking demand due to severe competition and deficient subcontracting orders.

The garment sector's unsteady capacity u tiliza tio n  is  due to an irregular placement of 
foreign orders, being a consequence of changing quality, style and price of the merchand

An improvement in the smaller units' working conditions, in particular with respect 
to suffic ient illum ination, would enhance work accuracy.
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3 .2  Materiols and Components

3 .2 .1  Hides and Skins

Pakistan ranks third in the livestock population in A sia . O f the total 82 m illio n  heads, 
more than 8o %  are buffaloes, cows, goats and sheep; the rest are camels, donkeys, horses 
and mules being left out of consideration in this report. The past and present composition 
of livestock is given in table 3 .7 .

Table 3 .7 : Livestock Population and its Composition in Pakistan

Livestock
1970

M i l l . heads %

Buffaloes 9 .4 11.5
Cows 12.3 15.o
Goats 24 .8 3o.2
Sheep 2o.7 25 .2

Pakistan's livestock population has steadily grown, though at different individual raves.
The population of sheep and goats has nearly doubledsince 1972, not only because of the 
rise in demand for mutton and the development in the tanning in d is try , but also because 
of the substantial progress of carpet- and rugmaking industries, who offer good prices for 
wool and hair.

The buffalo and cows' population, however, has been growing slow ly during the last ten 
years, probably because of the heavy imports of m ilk and milkproducfs which curtailed the 
market for the domestic livestock food products. A second reason is the sharp decline in the 
u tiliza tio n  of buffalo and cows for transport purposes. Exact figures on the production of 
hides and skins are d iffic u lt to obtain since slaughtering is  not only done in the recognized 
slaughter houses, where figures are recorded. The population of hides and skins is estimated 
for 1979/8o as follows:

-  hides 4 .8  m illio ns
-  eUinc 41 7 m illio n s.

W hile se lfsuffic ient in sk in s, Pakistan s t i l l  imports small amounts of cattle hides, mainly 
from South America ana U S A . These imports should be gradually stopped and ways and means 
be found to develop alternative technologies to produce shoe upper leather from buffalo 
hides. Up to now, upper leather made from buffalo hides, which are suffic iently  available 
is not common in Pakistan, but could be further introduced through insignificant changes in the 
applied tanning technology.

The use of buffalo hides could enhance exports of certain leather types to Europe where
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buffalo grain is  highly appreciated.

The quality of Pakistani produced hides and skins is. excellent due to the prevailing specific 
natural conditions. The Punjab Buffalo and the Sindi Red Cow are considered to be among 
the best cattle races of the world. The vegetation and so il contain a let of salt which 
fattens the cattle. However, the treated hides and skins are badly handled during
their further processing, before arri\ » f \  *«* i n  I i  I I I  I I tanneries. Moreover, the « A ^ t ^ x r‘ 1/ I <■ V L> /“» 

t to I Id I ■ ¡U
victim of various diseases which have an adverse effect on the quality of the hides and 
skins as wel I .

The conditions in many of the slaughter houses are non -hygienic and extremely poor. They 
are disorganized and overcrowded and there is  a lack of slaughtering fa c ilit ie s, like  hoists, 
dressing hooks, adequate illum ination and water-supply, as well as poorlyOiganized flaying. 
None of the preparational tasks to preserve the hides and skins is done on site , which means 
that they are taken from the slaughter houses (often after having been auctioned) without 
being cleaned, washed, fleshed or trimmed, to the place where they are to be salted, which 
again is frequently delayed resulting in putrefaction. Later storage/ in several tanneries has 
been observed to be deficient; hides and skins are left lying or stacked on d irt , and/or sait 
water, though adequate fa c ilit ie s are available.

An analysis carried out recently in Punjab,quotes annual losses due to these factors as follows:

hides skins

-  non collection of fallen hides/ skins o.88 % o.o4 %
faulty flaying 1 .41 % O.ÓÓ %

-  defective curing 1 . c6 % o .44  %
-  animal disecses 1 .76 % o.o4 °o

O nly in Punjab,the annual loss amounts to 6 .2 4  %  equalling about Rs 35 m illio n  in value.
In N W FP, the situation is even worse: 18 %  of a ll selected hides and skins are rejected 
fer poor flaying.

Regardless to orig in, hides and skins d iffer with climatic, geographical and health conditions. 
No marking system indicating the origin of sold hides,could be identified. Distinction is 
left to the auctioneers.

43 %  of the hides produced is cf good quality; the rest consists of aged, barren and dry stock.

W hile 5 o cc of the skins is of good quality, at least 26 co of the production must be considered 
defective in one way or another, through diseases, mechanical dorneges cr putrefaction.

Hides and skins are scia by auction in different c itie s. Q ua lity preferences for hides and skins 
rank as follows:
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1. Punjab
2. Sind
3. NW FP
4 . Baluchistan.

The export of raw hides and skins is  banned.

W hile  sk ins are usually offered in lots of up to a dozen pieces at a time, hides ere 
graded according to their s ize . For cow, there are s ix  ranges, from 5 to 32 sqft; for 
buffalo, there are twelve ranges, from 4 to 4o sqft. In both cases the top ranges, 
i.e .  heavy hides are usually used for producing sole leather. As far as quality is  
concerned, 4 grades are recognized for cow hides and 3 for buffalo. Goat skins range 
from 2 - 1 2  sqft (sheep skins 2 -  lo  sqft) and are classified as sm all, medium or large. A lso 
four different quality grades are distinguished. As far as footage of raw materials is concer
ned, "cheating" on the real s ize  of skins is very common. Th is  applies also to the raw hides.

Prices for Pakistani raw hides and sk ins,h igh ly  correlating with world market price develop
ments, amount to (October 198o) 4 - 5  Rv^sqft (43 -  54 Rv'Vi^). The average surface of 
hides/skins and the ir respective value are shown in table 3 .8 .

Table 3 .8 : Prices for Raw Hides and Skins

Item Average surface: 
hides/skins (sqft)

Value:
hide/skin (Rs)

Cow 2 4 .0 o 0 1 K) o

Buffalo 35 .o 1 5 o -2 2 5
Goat 7 .5 25 -  3o
Sheep 7.o4 2o -  25

However, speculation Is a common phenomenon in the raw hide business^causing high price 
fluctuations. Due to a general world market decline, goat and buffalo hides fe ll by 4o -  5 o %  
in value last year, cow hides by almost 7o % .  Apart from speculation and demand fluctua
tion, the amount of hides and skins available is influenced by seasonal livestock slaughtering. 
The absorption of the price fluctuations represents a serious problem to the tanneries as well 
as to the following domestic leather processing manufacturers.

Though they may vary with individual enterprises, the terms of payment generally are.

-  Slaughter houses or butchers to hide dealers: Cash payments
-  Hide dealers to tanners: Cash payment with discount (5 %)*,

3o days net less 3 % .

Hides and skins are stocked by most smaller tanneries for 5 -  lo  days on an average, and for 
28 days by the larger ones. Th is also reflects the scarcity of working capital. The present hide
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shortage with its consequent price increases and monthly (in average) price fluctuations 
account for the fact that only financia lly stronger (mostly larger) tanneries are in a posi
tion to hold large stocks.

3 .2 .2  Chemicals and Other Raw Materials for the Tanning industry

Depending on the type of leather, d iffered chemicals are required for treatment. Due to the 
absence of large chemical, and agro-processing Industries, about 80 %  of the mater'al has 
to be imported, either directly by the tanneries or sales representatives /  wholesalers. The 
quality of these chemicals is  of world market level and meehthe requirements of Pakistani 
tanners. The value of a ll chemicals needed amounts to 5o -  75 %  of the corresponding row 
hide value; Payment is  usually in cash. Generally tanneries have to reckon with long 
order delivery times. Therefore, tanneries tend to hold large chemical stocks (up to 
5 months) which represents a considerable financial burden.

3 .2 .3  Mater'als and Components for Footwear Production

Besides leather and leather components, materials like  PVC, lin ing s, glue, n o ils, strings, 
different chemicals, packaging, etc. are needed for footwear production. Almost no imports 
are necessary. Finished leather is  bought either directly from the tanneries or from whole
salers at 12 -  15 P.$/sqft. O nly the large domestic footwear producers have the ir own tannery. 
The leather price depends on quality, order quantity and terms of payment. 3o -  45 days of 
credit usually account for a price increase of 1 Rs/sqft. Leather supply brings about serious 
problems. Footwear producers, complain about price fluctuations. Besides buffering leather 
prices, they finance partly their re ta ile rs, the extent depending on the market power of the 
individual company. A lso leather is not always available in suffic ient quantity. Furthermore, 
the variety of different leathers is  narrow not permitting much differentiation in sty ling . 
However, in order to be supplied regularly with consistent quality at agreed terms of pay
ment, shoe manufacturers do net tend to change their leather suppliers often.

The leather quality varies; however, necrly a ll species are finished with pigments in order 
to cover Irregula rities. W hile  the applied leather buffing and impregnation are appreciated 
by Pakistani consumers, they do not meet Furopsan export requirements. Good Duality 
leather is not always availcble and some snoe manufacturers complained about testing faci
lit ie s , missing outside and/or in the factories. Besides/cheating" on the footage of the sold 
leather is a common practice/ jince measuring machines are oractically unknown.

Most ether materials are available with the exceoticn of certain bottlenecks in the case of 
tacks and sometimes also PVC for local injection moulding.

Stcclcof raw materials are usually held 5 days in cortege industries and about 1 month in 
large comocnies,
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3 .2 .4  Materials and Components for Garment Production

Materials needed for leather garment production comprise mainly leather, thread, lin ing 
(synthetic, cotton, woolen, q u ilt), buttons, zippers, accessories and auxilia rie s (fats, 
solutions, e tc .).

W ith the exception of a few accessories like  buttons and zippers that are provided by the 
foreign customers or imported, a ll components are available in the country.

The main problem for the garment manufacturers, not owning a tannery is  the quality leather 
supply, in particular for exports. Th is applies to 8c% of the units visited. W hile most of 
the better leather qualities are exported in wetblue condition, the remaining finished leather 
often can hardly meet export requirements. Fu ll graded garment leather is  either processed 
by an integrated garment or glove factory, or sold at high and fluctuating prices to inde- 
pendet garment makers (8 -  15R$/sqft). The entrepreneurs, though trying to overcome this 
predicament, are reluctant to change their sources of supply and w ill rather pay the de
manded prices, since minor leather qualities do not stand international competition. Besides 
th is, the variety of leather available is  rather narrow. The quality of other needed materials 
is  medium. Accessories have to be imported on account of high quality requirements. Order 
processing and delivery ere time consuming; import duties vary from 4o -  H o  %  but can be 
rebated in the case of exports.

Stocks are commonly held for 7 -  14 days of production; for the mentioned accessories, they 
may be considerably higher.

3 .2 .5  Materials and Components for the Leather Goods Production

The previous considerations also apply to the leather goods production. The supply of impor
ted accessories is  even more vita l to the export producers. As far as production for the do
mestic market is concerned, no predicaments could be observed except for the fluctuation 
of learher prices.

3 .2 .6  Main Problem Areas

The quality of Pakistani hides end skins enjoys widely known reputation but is  often jeopar
dized by inadequate handling and livestock diseases. Th is former applies in particular to 
deficient flaying and curing and also to delayed salting, resulting in putrefaction. As an 
example in Punjab 57%  of the hides and 26% of skins must be considered defective in one 
respect or another. Besides, they are subject to high price fluctuations according to the world 
market situation. Th is imposes often financial burdens on the tenneries and even more on the 
foodwear and garment producers v/ho cannot pass them on without d ifficu lty . In eddition, the 
availability of quality garmen* leather is a problem to many garment industries, since most 
materia! is already sold in wetblue condition. Generally only few kinds of finished leather 
are available. Th is jeopardizes exports of leather footwear to European countries, where more 
differentiation in pioduct st/le  and design are demanded. The reduced number of leather kinds 
a ccnseauence of a poor variety in leather fin ishings. It was also observed that in particular
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smciler tanneries suffer from long order delivery and processing times w ith respect to the 
needed chemicals, which almost entire ly have to be imported.

Footwear and garment factories complain about scarce possib ilitie s for testing the leathers' 
physical and chemical composition and characteristics.

As regards other materials for the footwear production, only few quality c rite ria  were used 
for their selection, impairing the total quality of the product. Furthermore, Pakistani made 
accessories needed for garments, leather goods and shoe production, like  zippers, buttons, 
buckles, e tc ., mostly proved to be of low quality in style and make.

As exports are of vital importance to these industries, they are obl:ged to import most of 
these a rtic les, which often causes delays.
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3 .3  Monpower, Management and Organization

3 .3 .1  Manpower

3 .3 .1  .1 Employees by Category

The structure of manpower by category is  compiled in table 3 .9 -

Table 3 .9 : D istribution of Manpower by Category

T o n n t r  i es

Number of Unir i 2 3 4 5 6 7 8 9 to 11 12 13 14 15 i6 17 18 19 2o 21

Staff i 3 2 2 2 4 3 3 4 5 6 4 2 9 4 i6 22 59 65 3 6

Skilled 14 7 - 4 5 - 7 lo lo 2o lo 46 2 4 4 22 12 21 24 3o 24

Semi-skilled - lo 18 15 15 26 21 22 22 25 4o 7o 12 17 4o 15 3e 12o 165 17 7 o

Total 15 2o 2o 21 22 3o 31 35 36 5o 56 12o 16 3o 48 53 72 ooC-4 254 5o loo

F o o t w e a r

Number of Unit 22 23 24 25 26 27 28 2V 3o 31 32 33 34

Staff 1 i i O 2 4 - 2 4 3 lo 4o

Skilled 5 15 12 lo 2o 5o 3 2 3 3o 2o 3 5o

Semi-skilled 2 - 3 8 lo 3o 2 3 4 17 4o 2 66

Total 8 16 16 2o 32 84 5 7 11 55 7o 5 156

Gor men ts Le o t h e r  Goods

Numberof Uni. 35 36 37 38 3° 4o 41 42 43 44 45 Numberof Unii 46 47

Staff 4 1 2 1 2 5 6 2 5 '8 6 Staff 4

Skilled 15 6 8 12 2 2o lo 23 25 27 ÓÓ Skilled 4

Semi-skilled 6 - - 12 - lo - 2o - 3o Semi-skilled 2o

Total 25 7 ! o 13 16 25 26 25 5o 55 lo2 Total 1 CO 28

Supervisory and administrative positions are mainly held by the company owners or their 
fam il/  members. Th is applies in particular vo the smaller units and cottcge industries.
W ith increasing units s ize s, supervisors nnd foremen are employed from outside. Since 
the entrepreneur of small and medium -  sized units is more of a technicians than of a busi- 
ness-maneger, employment of administrative ana marketing personnel is neglected in favour 
of sk ille d  technical sta ff. Pakinstani sk ille d  workers are normally trained on-the-j ob. Th is 
type of traineeship may last from a few weeks to one or two years depending on the work. 
Apprenticeship programmes lasting up to 3 years, as known in industria lized countries,are 
uncommon.

Tanneries requiring comparatively low s k il ls  from most of their workers (due to the applied
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tanning process) generally re ly  on o few qualified tanners, supervisors end sk ille d  fleshing 
operators. The number of sem i-sk illed  workers is  consequently high. Children and women 
are not employed.

Shoe factories need more highly sk ille d  craftsmen, the extent depending on their degree of 
mechanization. Small units with low mechanization have the highest s k i l l  demand. Tanning, 
however, requires supervisors and foremen in accordance with the un it's increasing mechani
zation.

An exception are the garment factories, which are labour intensive, employing comparative
ly  few un- and sem i-sk illed  workers. It has been tried recently to increase the share of fe
male workers in this business.

Children ere commonly emp'oyed in glove making, as well as in shoe factories, especially 
cottage industries, for handstitching, cutting and glueing.

3 .3 .1 .2  Q ualification of Staff

Q ualification and capabilities of the technical staff evidently depend on the size  of the 
enterprise. On the whole, vocational and on-the-job training are prevailing. Real leather 
technicians, trained in one of the following training Institutes and service centres were only 
rarely met in the smaller units:

Institute of Leather Technology, G*j;rar>-«ala
-  Leather and Footwear Centre, Hydercovci 

Leather Research Centre, Karachi 
Leather Garments Tra ining Centre, Karachi.

Tenners themselves have mostly been trained on-the-job in their fathers' businesses or 
sometimes abroad in the case of larger tanneries.The f irs t  applies also to entrepreneurs 
in the fcodwear and leather goods industries, who are sometimes even less trained, end 
this explanins these sectors' lack of qualified technicians, a ll the more as existing 
talented craftsmenship is frequently left undeveloped. It takes a long time until applied 
techniques are abandoned in ;avour of new ones.

3 .3 .1  .3 Employment by Term and Remuneration Structure

As far as the remuneration structure is concerned, there is not much difference between the 
product lilie s . Generally the workers wages are paid as follows:

-  unskilled personnel: 4co -  ScoRs/month
-  s k  11 led cerronnel: doc- SooRs/mcnth
-  Superv:scry staff: I ,cco -  2,ooo Rs/month

Spec ia llysk iileaw orkers, however, such as fleshing operators employed by the tanneries,ca^ 
reach h ig ie r incomes', they are normally pcid on a piece rate system. Tanneries prefer regular 
employment with additional unskilled helpers on daily basis.
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In the footwear industry piece rotes are prevailing in the large and medium scale companies. 
Since qualified workers are scarce, it  is a common practice of the smaller units to pay cash 
advances foi the whole season. Piece rate remuneration is  also preferred in the leather goods 
and garments Industries .where usually one man makes one individual piece which he is respon
sible for.

3 .3 .1 .4  Labour Productivity

Labour productivity is  defined as the ratio between output in  terms of annual iurnover and 
input of employment. The distribution of labour productivity is  illustrated separately for the 
individual product lines in the following graphs (figure 3 .2  -  3 .4 ) .

Figure 3 .2 : Labour Productivity for the Tanneries (loop Rs)

Z

Most tanneries' labour productivities amount to 3oo,ooo -  5co,ooo Rs/employee. Punjab 
tanneries tend to be below this range, Sind enterprises account for higher ranges. Table 3.1o 
shows that in the visited enterprises there is a clear trend to higher Icbour productivity with 
increasing unit s ize .
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Table 3.1 o : Average Labour Productivity by S ize  of Tanneries

. of empl oyees
Province

1 -  2c 21 -  35 35 and more

Punjab 14 7 ,3oo 256,334 793,171

Sind 312,5oo^_____w
(only 1

^ 3 3 3 .3 3 3
unit)

724,935

NW FP 2 5 4 ,o l5 
(only 2 units)

Most of the units visited in Sind are w ithin the upper end of the bracket, i.e .th e ir  labour pro
ductivity is  comparatively high. Th is  is due to the fact that they are better equipped and 
deal mostly with goat and sheep wetblue in a comparatively simple manufacturing process, 
requiring less workers.

The labour productivity for the footwear industry is illustrated in figure 3 .3 .

Figure 3 .3 : Labour Productivi ty for the Footwear Industry (loop Rs)
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The prevailing labour productivity rate Is w ithin the bracket up to 5o,ooo Rs/employee, in 
particular in the cottage industries located in Bannu, Lahore and Hyderabad. O n ly  in Pun
jab with its  larger sized shoe factories and Sind with its  2 more important companies, higher 
averages have been registered.

Labour productivity for the visited garment industries Is indicated in figure 3 .4 .

Figure 3 .4 : Labour Productivity of Garment Industries (in loop Rs)

The highest figures in this branch are reached by some well organized glove and garment 
export producers j  lowest values characterize the cottage Industries which are mainly manu
facturing for the domestic market.

In the leather goods sector, the respective figures range only from 8,ooo -  lo,ooc Rs/emplo- 
yee, due to the fact that this product line is  dominated by cottage industries.

3 .3 .1 .5  A va ila b ility  of Sk ille d  /  Unskilled  Workers

Unskilled  and sem i-sk illed  labour is available in suffic ient quantity a ll over the country. 
However, due to the lack of suffic ient training fa c ilit ie s and the migration cf qualified 
workers to Middle East countries, sk ille d  personnel is scarce. Th is  applies in particular to 
specialized machine operators, technicians other than simple craftsmen, designers, sty lists  
and other professions requiring speciclized training.



The shortage perceived is reflected in table 3.11.

Table 3 .11 : Distribution of A v c ila b ility  of Sk ille d  Labour, Fluctuation and Training 
Fa c ilitie s ^  ~

A va ila b ility  of 
Sk ille d  Labour

Seasonal
Fluctuations

Tra in ing Fa c ilitie s

w ith '
com

n the 
sany

outside the 
company

+ * yes no yes no yes no

Tanneries 33 29 38 24 76 19 57

Footwear 38 46 8 16 8 77 - 85

Garments 27 45 4o 2o 8o 2o 9o lo

Leather Goods 5o 5o - - 5o 5o 5o 5o

1) Percentage of total product line units.

Tanneries

Tanneries that require mostly unskilled /  sem i-sk illed  labour and only few specialized 
sk ille d  workers, can satisfy their demcnd on the labour market, although they are in want 
of technicians for further quality improvements. There are hardly any respective training 
fac ilit ie s. To the perception of tho small and medium sized units, the Gujranwala Institute 
supplies preferably the larger industries who can pay the requested fees.

Footwear

The footwear industry re lie s, even more than the tanneries, on sk ille d  labour, as the pro
duction of their goods in a satisfactory quality demands acquired s k i l ls .  The shortage of 
sk ille d  labour is thus strongly fe lt, especially in the medium sized factories, less in the 
cottage industries. S k i l ls  required refer to operation of machinery, stitching and shaping 
techniques needed to run a Icrge scale quality production. Cottage industries, using tradi
tional technology for small scale production have also d ifficu ltie s in labour force supply, 
since their work is  growincly considered less attractive than that in better equipped factories. 
Despite the presence of the Hyderabad Footwecr Institute, the visited companies complain 
about missing a lack of training fa c ilit ie s in and outside the factories.



Leather Garments

As in the case of the footwear sector, garment production is  run by cottage and small non 
cottage industries and strongly suffering from the lack of sk ille d  workers, i.e .  cutters, 
pattern makers, designers and stitchers. In order to maintain and improve Pakistani garment 
makers' international competitiveness, upgrading of workmanship quality seems to be the 
most important task. The Training Institute in Karachi which was set up for this purpose, 
conferred a favourable impression. Nevertheless, most companies continue to practice on- 
the ¡ob training which hampers the introduction of new technologies.

Leather Goods

The manufacturing of leather goods for the domestic market does not require high s k i l l ;  
therefore,this group of industry is  not hampered by the prevailing shortage of sk ille d  labour. 
However, export producing units face labour problems, s im ila r to those of the garment 
industry.

3 .3 .1 .6  Fluctuation

Labour fluctuation depends on the type of work and the employees' position w ith in the com
pany. It  is estimated that the annual labour fluctuation rate reaches frequently up to 2o % . 
Besides ¡ob changes as a consequence of low remuneration, fluctuation is  als"o season related. 
The degree of seasonal fluctuation in the visited units is shown in table 3 .1 1 .  The average ra
te of worker's daily absence is estimated at 5 % .

3 .3 .1 .7  Tra ining Requirements and Fa c ilitie s

To serve the leather industries in Pakistan, the following four training and service centres are 
in operation:

-  Institute of Leather Technology, Gujranwala 
Leather and Footwear Centre, Hyderabad
Leather Research Centre (FULREC1, PCSIR, Karachi

-  Leather Garments Tra ining Centre, Karachi.

However, the field work revealed that most of the achievements in the leather sector have 
been accomplished in cooperation with foreign experts and companies. W ith the exception 
of the Leather Garments Tra ining Centre, there is no fu lly  fledged independent institute to 
provide adequate training fa c ility  and advisory services to the tannery and footwear in 
dustry. The mentioned Institutes cannot fu lly  meet the industries1 requirements in this respect.

The Gujranwala Leather Institute though offering both fa c ility  services and tra in ing, is con
centrating on the f irs t  for financial reasons (shortage of funds;. Education, though net inade
quate, lays emphasis on the acquisition of theoretical knowledge instead of practice on the 
job. Besides, the footwear department has been closed.
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The Hyderabad Footwear Tra in ing Centre is  designed to provide training as wel! as fc c ility  
services. The f irs t  was observed to be irregular or not offered at a il,  the latter are only 
inadequately supplied,given the centre1 s distance (up to 5 miles) from most footwear producers. 
Besides, its  machinery and equipment are out of date. The institute is planned to be reha- 
bitated by IBRD funds. The Leather Research Centre, not intended to provide training, pays 
too lit t le  attention to the leather industry's problems in its  research work.

3 .3 .2  Management

The tanneries have satisfactory business experience; their owners tend to be more technicia 
than business managers, they appear to be lit t le  commercial minded. Tanners at least with 
smaller tanneries have commonly learned their fathers' technology and run their business in 
a very traditional way. Innovative ambition and a b ility  are mostly rudimentary; s'- is their 
motivation for accurate performance.
Footwear, garment and leather goods producers are of different educational and professional 
background. Business experience proved to be scarcely acquired which was fe lt In particular 
by entrepreneurs in search of a new profession. Although the latter have ambitious business 
intentions, they lack a sense for innovation and commerical requirements.This applies in par
ticular to the knowledge of markets, regulations, taxes etc. Furthermore, there is lit t le  
management delegation. Management is  mainly handled by the company's owner. He has 
thus to perform a ll business related functions but is , to the consultant's perception, often not 
in a position to do so. F in a lly , it  has to be taken into account that illite ra c y is  s t i l l  fa ir ly  
common, at least in the cottage industries.

3 .3 .3  Organization

W ith decreasing unit size,accounting end record keeping are poorly performed. W hile these 
functions are generally unknown in the cottage industries (frequent illite ra c y), smaller and 
medium-sized units keep cash books and ledgers on the basis ot a revenue-expenditure sys
tem, and larger industries apply double bookkeeping. Appraisals on the accuracy are not 
possible, since exact figures are rare. A lso statistical data on past performance and cost 
accounting were practically never found, or ct least not made use of by the manegers. Be
sides, accounting is  done mostly by outside personnel.

Technical organization of the production flow Is poor in the small and medium sized tanneries. 
Transport fa c ilit ie s for raw and tanned hides are scarce. The material flow is usually not or
ganized In a way as to ensure an optimal work flow. Work preparation and order administra
tion are also lit t le  known.

The same applies to the small and medium sized footwear, leather garments and leather 
goods producers. In garment factories, in particular, one worker manufactures as a rule 
the entire piece. In view of more uniformity in garment quality end make,this practice will 
have to oe changed.
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3 .3 .4  Main rroblem Areas

The main problems with respect to manpower, management and organization are more or
less the same for a ll product lines, and may be summarized as follows:

Manpower

-  The non-availability of designers and sty lis ts  is reflected in generally poor product de
sign, in particular in the fie ld  of leather garments and -  goods.

-  The lack of qualified leather technicians and specialized machine operators impairs 
the implementation of advanced technologies and diminishes product quality and out
put.

-  The high labour fluctuation due to migration to Middle East countries impairs the 
achievement of higher quality and productivity standards.

-  Labour productivity, in particular in cottage and small scale industries is very low.

-  The performance of the training institutes and service centres does not always comply 
with the industries' needs for training and solving technological problems.

Management

-  Commercial management and innovation are given insuffic ient attention as a consequence 
of most entrepreneurs' prim arily technical background.

The educational level of the owners of the smaller units is mostly low, some of them have 
no formal education at a ll.  Th is makes the introduction of effic ient management tech
niques almost impossible.

-  The entrepreneurs lack knowledge on Institutional and credit fa c ilit ie r, tax systems and 
incentive programmes.

Organization

Cost accounting, in particular in smaller un its, is non existent or poor. As a conse
quence, product prices often do not cover production costs.

The production orocess Is only rudimer.torily organized. Labour divisionsand material 
flows are deficient.



3 .4  Demand ond Marketing

3 .4 .1  Demand

3 .4 .1 .1  Demand Pattern

The following general statements are based on the interviews held with entrepreneurs, dealers, 
buyers and Government o ffic ia ls.

Tannery products

The range of products, quantities and designation are shown in tables 2 .2  and 3 .1 .  The pre
sent price structure for the different leather kinds is given below (table 3 .1 2 ).

Table 3 .1 2 : Price Structure ^  for Lecther (in R&/sqft; O ct. 198o)

Livestock Wetblue
Leather

Crust
Leather

Finished
Leather

Glove
Leather

Football
Leather

Sole
Leather

Cow

Buffalo

Goat

Sheep
}  6 - 7

)
8 -  9

)

lo  -  13 8 ,

(butt: 4oR*/kg

(belly: 2 5 R j/kg

shoulder: 3o
Rs/kg

1) Local prices, excluding duties/rebates

A distinction is  made between export and domestic demand. W hile  the latter almost exclusive
ly  comprises finished leather of any kind, export demcnd is directed to wetblue and crust. 
Finished leather, in particular shoe upper leather, due to the applied processing, does not meet 
European requirements and is only exported to the Middle East.

Footwear

Products, quantities end markets have already been described in chapter 3.1 .3  (table 2 .2 ) . 
Q ua lity consciousness is increasing, but it  is wrongly believed that the presently sold hard 
type of leather shoe is of better quality than the soft one. Nevertheless, demand for soft 
shoes continues to increase. Contrary to European consumers Pakistanis prefer glossy pig
ment fin ish  and corrected grain . Shoes for exports to Western countries 
would have to be of reft lecther with fu ll grain and of fashionable sty ling . Apart from leather 
shoes, canvas and PVC shoes are also freauer t:y demanded in fancy designs, mostly copied 
from Europe. Lcr.,3 depart.menr stores in industria lized countries se lling mass merchandise at 
favourable prices would be the rarge" greup for such sxocr t s .
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On the domestic market the independent small and medium sized footwear producers enjoy 
a good reputation because of the ir product quality and price. Th is applies also to the 
cottage industries who se ll most of the ir shoes to the country population . In the long run , 
however, with rising  quality and price consciousness of the consumers, "Bata" as the largest 
manufacturer,will outdo the smaller competitors. It  is estimated ihnt on the average, 1 -  2 
pairs of shoes of 6 -  12 months' durability w ill be sold per capita and year. Th is  is  confirmed 
by retailers' experiences. However, with rising quality consciousness, consumers are ex
pected to buy more resistant quality shoes, which may impair sales growth, in particular 
that of the cobblers and cottage industries.

Leather Garments

Prices for leather garments are stated in table 3 .1 3 .

Table 3 .1 3 : Average Prices >r Leather Garments (in Rs/piece)

Product Domestic Market Export Market

Short Jacket 35o 4oo -  5 oo

Safari Jacket 43o 5oo -  65o

Long Coat 575 7oo - l2 5 o

S k irt - 5oo - 55o

Trousers - 5oo -  55o

Customers of locally sold items are mostly foreigners since leather garments are not common1 
ly worn by Pakistanis. A ll other garments are mostly low ro medium quality merchandise for 
department or larger garment stores in Europe and U SA . W hile  prices may vary w ith in cer
tain lim its according to international competition, the importing firms in s ist on a given 
quality although this may not even be required by the final consumer.

Style and design have to be according to the importers' directions; typical Pakistani crea
tions are not in high demand.

Leather Goods

Due to the variety of leather goods no average prices can be given. Export leather goods 
are generally of medium to low quality (by international competition) to be sold as mass 
merchandise In larger shops and department stores.



3.4.1.2 General Potential ond Prospects/ Trends

Demand potential for Pakistani leather and leather items is  evidently highly linked with 
world market developments. Demand for leather, in particular in industria lized countries, 
w il l continue to increase since tanneries in these countries are faced with stric t a nti-p o llu 
tion regulations and labour problems. The latter also applies to their footwear industries. 
Demand for leather shoes is  overall increasing. It  is  estimated that the Pakistani leather 
footwear sector w ill become highly competitive w ith in ten years time on the international 
market. Leather garments as a comparatively valuable item are also  ̂ jh ly  demanded (evi
dently mostly in the northern industria lized countries). The trend rather supports the products' 
fashionable image than its functional aspect. Demand is  increasing and w ill continue to 
favour Pakistani merchandise.

3 .4 .2  Marketing

3 .4 .2 .1  Description of Markets

Depending on item and q ua lity, products are sold as described in table 3 .1 4 . The regional 
distribution of sales is varying for the visited manufacturers. O n ly large companies are in a 
position to se ll nation-wide. Locally sold leather goods are mcinly travel appliances and 
harness leather.

Large export markets for wetblue and garments are Western European countries such as Ger
many, Ita ly , France, etc. The large and medium size  importers are highly quality and price 
conscious, so that Pakistani products are subject to tight International competition. Another 
large customer are the East Bloc countries (Russia, Hungary, Romania, etc.) and China -, a 
few big companies import great quantities, but they are less quality conscious than Western 
European buyers.

2 .4 .2 .2  Marketing Mechanisms 

Tanneries

M ein distribution channels in domestic sales are wholesalers, commission agents or retailers 
(see table 3 .1 4 ). Direct sales are less frequent. No specific patterns in the choice of do
mestic distribution channels could be observed. Often it  is d ifficu lt to distinguish commis
sion agents from wholesalers, as their functions may vary depending on the individual lea
ther business. A main problem are the terms of payment which are commonly on a 2 -  3 
months credit besis and generally dictated by the stronger financial partner. In this con
text,. smaller tanneries often complain about unccvourcoie credit agreements.
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Table 3 .14 : Distribution Channels of the Units visited

D o m e s t i c  S <. l . i E x p o r t

Further 
Processing 
in Own 
factory

—
Whole

sa le r

---------------- 1
Commis

sion
Agent^
Dealers

Retailers
Job

Order
Direct
Sales

Whole
salers

Commis
sion

A g enti
Dealers

I

'
Direct ¡Retailers

;

Job
Oder

Tanneries 3 4 4 4 3 3 â 1 ; 1 1
Footweor - 3 1 4 2 2 - - -

Garments - - - 2 1 - 3 3 3 1 - 1
Leather Goods - - * 1 - * - 1 -  ! 1 -

The export distribution channel is that of commission agents or dealers. They act as specia
lized importers. Direct sales, sales to reta ilers or on ¡ob orders are less frequent. However, 
foreign importers are sometimes giving technical instructions as to the applicable tanning 
procedure (wetblue tannage). Export business connections are rarely entertained by the 
tanners themselves, and i f  so, only by larger ones, though as a rule mainly through Cham
bers of Commerce and the Leather Trade Associations, who mediate the addresses of their 
members.

7o %  of the Pakistani leather exports are made up by wetblue and crust of sheep and goat 
skins (mostly from Sind tanneries). Export of wetblue cow hides is  banned. Authorized ex
ports of wetblue are charged with a 25 %  export duty in order to enhance domestic process
ing. Most Pakistani tanneries are not in a position to increase their exports of finished 
leathers on account of the required leather type (full grain) and quality.

Wetblue production is jeopardized by its deficient technology which often cannot ensure tn 
execution of larger quality export orders. Furthermore, changing fashions ask for more vari 
in the kind and fin ish ing of tanned leather (e.g. aniline leather) than can be provided. FI 
naliy due to skin shortages, tanneries are at times unable to process a ll orders. Certain 
tanneries, however, show good prospects for sole leather exports to the Middle East and 
Iran, which on the whole may become a prosperous market for Pakistani leather. Some
times there is a strong dependence on one single customer. Th is  applies in particular to 
tanneries that serve East Bloc countries, who place large orders.

Footwear

Factory shoes are mainly sold through retailers and wholesalers (table 3 .1 3 ) , who are con
tacted by factory agents who travel a ll over the country or by locally established business 
relations. Cottage industries, mostly located in the centre of towns se ll d irectly. Joo or
ders are increasingly placed by larger companies, such as the "Bata System ", in a .arm of 
subcontracting. Th is , although easing the distribution and improving regularity of sales, 
imposes a tight price pressure on the respective company and narrows profit margins for 
the smaller producers.
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Factories producing for export purposes were not v isited . However, it  can be taken for sure 
that Pakistani shoe exports^hat are presently confined to low price canvas and rubber shoes, 
could be considerably increased if  the shoes' quality and style were improved. Footwear 
manufacturers are unexperienced in design, sty ling  and quality processing. W e ll trained 
technicians and adequate machinery are required as well as a steady feed back from the 
importers on any necessary changes according to fashion and consumer groups.

As far as marketing for the domestic market is concerned, the main areas of complaint are 
overcapacity, lack of orders, changing fashions and raw materials'price fluctuations. They 
reflect the particular predicament of the SSI shoe industry; on the one side, lack ofcquality, 
quality awareness, production f le x ib ility  and capital, on the other, an almost stagnant do
mestic market (in terms of price/quality). At present, there is  no market for better quality 
shoes at higher prices, while sales may be enhanced by increased labour productivity and 
unchanged price levels.

Leather Garments

As far as domestic sales are concerned, the units are either se lling  via job order or re ta ile rs. 
However, leather garments are considered a souvernir item in Pakistan and sold in small 
quantities.

Export is arranged via wholesalers and direct importers, as well as commission agents and, 
to a small extent ¡ob orders. It is  d iffic u lt for the exporting companies to distinguish between 
importing wholesalers and direct importers. Leather garment exports are commonly paid on the 
basis o fLC .o r C jO .D .  However, producers prefer the L .C . basis, since payment Is received 
earlie r, and it  is  possible to obtain credit an a L .C . by rhe export re-financing scheme.

In the garment business, the merchandise is usually inspected at the port of a rriva l. In case 
of complaints, lots are sent back at the manufacturer's charge. Usua lly  cash compensa
tions from the exporter are not accepted. Th is procedure Involves high risk s for the pro
ducer who cannot repair discovered deficiencies at short hand. Deficient quality also 
affects the product's overall image.

From the units Interviewed it  became clear that the main d ifficu ltie s in garment marketing 
are the low quality of leather, processing and styling in comparison to international stan
dards. In fact, proper product designing was done in one single unit by a s ty lis t  hired from 
Europe, a ll other exporters relying on design specifications laid down by the importers.
After their approval of a preliminary sample the order is carried out.

Other constraints to the entrepreneurs are the lack of cdequate technology and trained wor
kers, to ensure a steady level of product uniformity and qua lity. A lso  are there scarcely ca
pacity and organization to meet large export orders. Moreover, the garment manufacturers, 
being afraid of high Investments in working capital and rejections of merchandise by the 
importers, are reluctant to accept large orders. The lack of regular orders, however, narrows 
down profit margins which are furthermore jeopardized by price fiuctua‘;ons and leather 
shortages. It also reduces the number of ta ilo rs, partly working as subcontractors for the 
larger u n its.
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GOP actually promotes garment exports by a 9 %  export rebate, which is , however, ciaimea 
to be too low in relation to the involved risk s.

Business connections were either established through the Export Promotion Bureau, as well 
as v is its  of buyers or larger importers. Though only one unit interviewed actually com
plained about limited market outlets, marketing is poorly developed and often directed 
only to few customers. Fashion and design feed back is  almost non-existent.

Leather Goods

The above consideration also apply to the leather good manufacturers. Products for the do
mestic market are mainly provided by cottage industries and preferably distributed through 
re ta ile rs. Exports to the Middle East are arranged through commission agents and via retai
le rs. Exports of fashion items are faced with the problems mentioned above.

3 .4 .2 .3  Prices

There is  strong price competition in a ll leather production branches. The market is more or 
less ruled by the principles of perfect competition where pricescorrespond to the production 
costs of the cheapest competitor.

9o %  of the tanneries orientate their prices at market leve l; only the integrated enterprises 
apply cost prices. Export prices and profits are highly world market dependent.

The situation in the footwear industry is somewhat sim ila r. 5o %  of the units (mostly leather 
shoes) base their sales prices on the prevailing market prices, which may be done as long as 
different styles and qualities are not directly comparable. The other 5o % , including those 
producing on job orders, calculate on cost basis in order to keep their prices low.

Most garment producers calculóte their prices in accordance with the prevailing market con
ditions, actually characterized by cut throat intemarional competition.

3 .4 .2 .4  Competition

Most of the small-scale industries in the product lines in question are facing heavy competi
tion with

-  comparable industries
-  medium and large scale local manufacturers in the same branch and 

imports.
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Tanneries

W hile practically no price competition wos observed, there were substantial differences in 
the interviewed units' leather qualities. Low quality output is  almost entire ly attributable 
to low technology levels and sometimes to the used low quality material as a consequence 
of unaffordable quality raw material. I f  they produce good quality the small units are not 
negligible competitors ro the larger industries.

Footwear Industry

Competition is strong as far as cottage industries are concerned; being crowded in small 
areas and producing a line of ind ividua lly made standard items, they are severe competitors 
in price and qua lity. Since they serve the domestic market, they are at the very low end 
of the price and quality scale; large and medium shoe producers are presently no strong 
competitors in this market.

Competition of medium scale enterprises among peers is fa ir and due to the low quality con
sciousness of the customers, only related to the price. However, in  face of large scale 
industries, their cost of raw material, low labour productivity and lack of technology are 
severe constraints which w il be increased by growingly appreciated quality products offered 
by the large companies at reasonable prices. Thus the ir turnovers are due to decline. As far 
as international shoe exports are concerned, European and Far Eastern producers dominate 
in qua lity, while Pakistanis compete via prices.

Garments and leather goods, as far as they are not sold loca lly , are competing in price and, 
to a lesser extent, in quality with Indian and Far Eastern producers. In qua lity, however, 
they are ranging at the end of the world market standards. Competition is tough and even 
impaired by the unsteadiness of Pakistani garment qua lity, which, furthermore, cannot be 
sold as individual brand.

3.4.3  Main Problem Areas

Demand for leather and leather products is Increasing worldwide. However, in the European 
markets, quality and price w ill gain growing importance. W ith regard to international com
petition, especially from developing countries, Pakistan w ill have to focus its efforts on 
better quality production. Besides, Pakistani produced leather and leather goods do not 
yet allow the marketing of bread names which is a prerequisite if  exports are to be enhanced.

The expert cf v/erpiue and crust is stii! the best paying in Pakistan's leather industry.
The e;oort of shoes and g a r m e n t s  meet with cut threat competition, and entrepreneurs 
complain about narrow profit margins. Many Pakistani exporters, especially of the garment 
industries, are not in a position to setisfy large orders neither in respect to size, nor as 
regards technology ana prcduc* qualify.

For rhis reason, foreign buyers place larger orders wi^h other countries. This, egain, makes 
Pakistani e n t r e p r e n e u r s  re iu a ter» witn respect to new investment end training of workers,
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all the more since the orders placed with them come in irregularly, particularly in the 
garment industries.

A s regards manufacturers of footwear, the terms of payment from the retailers'/vviiolesalerc' 
side are a problem in view of the companies'limited financial sources. This applies in part 
cular to the smaller enterprises, who have to cope with fluctuating leather prices, on the 
one hand, and the financing of distributors' trade credits on the other.

Both, garment and footwear producers are complaining about the quickly changing fashion 
requirements. They are not capable to keep up, nor to develop own fashion designs. In 
this respect the units are largely dependent on customers' instructions. Besides, the appro
val and checking of rendered merchandise is often done by the customers at the port of 
arrival. This, however, may cause damage and, short term repairs being impos'ible, there 
is a consequent risk of complete order rejection.
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3.5 Investment and Financing

3.5.1 General Remarks

The figures are based on present values, i.e . the assets are not valued at their historical 
value minus depreciation, but at the value they are attributed by the entrepreneur and the 
expert. This procedure takes account of inflationary developments and possible errors in 
former value estimations and thus allows for more realistic value comparisons. Most of the 
machines and equipment have not been evaluated individually but as a whole. However, 
all figures represent estimates, as there were almost no balance sheets available and entre
preneurs reluctant to reveal exact details on their costs and revenues.

3 .5 .2  Capital Structure

3.5.2.1 Land and Buildings

The average values of land end buildings by province are as follows:

Table 3.15: Average Value of Land and Buildings in Rs/m^

Punjab Sind NW FP

Land Buildings Land Buildings Land Buildings

Tanneries
Average: 377 62o 45 o 792 35o 8oo
Range: (36o-6oo) (364-1,25o) (4oo-5oo) (75o-l,ooo) (3oo-4oo) (6 o o -l, ooc^

Shoe Factories 
Average: 55o 1,828 185 1,5oo .

Range: (5oo-6oo) (1,000-2,727) (12o-25o) (1, ooo-2, ooo) — -

The respective figures for garments and leather goods manufactures could not be assessed, 
since nearly all manufacturers in these branches work on rented premises.

3 .5 .2 .2  Fixed Assets /  Totai Investment Ratio

The fixed assets /  totcl investment ratio is shown in figure 3.5. The figure indicates a heavy 
concentration of tanneries with a ratio within the brackets o.l - o.4 (mainly in Punjab and 
NWFP) and o.6 - 1 ,o (Sind), which reveals a higher rate of fixed assets in the Sind region.
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Figure 3.5: Fixed Assets/' Total investment Ratio

A s regards the footwear industries, the larger units accumulate in the o.4 -  o.5 bracket, 
while the smaller units are at the upper end of the scale, due to their high share of fixed 
assets. The garments and leather goods are characterized by a ratio of up to o .5 on the 
average.

3 .5 .2 .3  Machinery Investment /  Current Assets Ratio

To exclude the influence of the highly varying values of land and buildings in the following 
figure 3 .6  the ratios have been evaluated on the basis of investment in machinery and equip
ment/ working capital.

Figure 3.6: Investment in Machinery and Equipment / Working Capital
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The figure shows for the tanneries two areas of concentration: the lower bracket applying 
mostly to the Sind tanneries, the upper one to units in Punjab and NWFP-, this reveals the 
need of the latter group for working capital. The machinery investment of the footwear com
panies almost equals their working capital. The garment factories concentrate more on the 
lower brackets which reflects their lack of fixed assets.

3 .5 .3  Sources and Funds

Most units financed their investments by equity and only a minor part by means of loans, 
mainly from commercial banks.

Table 3.16: Sources of Borrowed Funds According to Product Lines

Product Line
Total Investment (Rs) Long Term Loans (Rs) Short Term Loans (Rs)

Short Term Long Term Total Comm. Banks IDBP, PCIC
etc.

Others Comm. Banks IDBP, PCIC 
etc.

Others

tanneries 124249,272 83,9o9poo 2 1 2 ,15 4 2 7 2 4^2óópoo 600/000 - 8,5oopoo 12 ,ooopoo -

Footwear 1 l,696,5oo 38,193,ooo 49,889,5oo 4oopoo 13,200,000 3,5oopoo 2 1 ,ooopoo - -

Garments 2 ,oó8 ,ooo 1 l,177,ooo i3245poo - 600 poo 2/300/300 415poo 3,000 poo -

Leather Goods 80,000 55opoo 63o/30o - - - - - -

67 %  of the total loans granted are provided by commerical banks, 4o %  being long-term 
liabilities. Second largest creditors, in particular for the footwear industries, and there 
concentrating on one shoe factory in NW FP, are institutions like IDBP, PC IC  and ICP a.o. . 
Short term loans mainly required by the garment industries to finance their working capital 
are provided mainly through the governmental export finance scheme.

Short term credits to the footwear industry are almost entirely confined to one NWFP factory.

3 .5 .4  Lending Institutions, Borrowers and Credit Schemes Used

Credit conditions are more or less the same in the different institutions: 11 %  interest ex
clusive contract fees, payment against securities. However, pay back periods and amount 
of required securities are differing.

Other credit schemes used are the export refinance scheme requiring Letter of Credit on which 
the discounted value of respective orders (at 3 % )  can be paid in advance. Besides these are 
various ether forms of trade credits in use (terms of payment) which have not been further 
investigated. Also overdraft allowances with commercial banks are frequent, although at 
interest rates that lie generally above 14 %  p.a. . However, for various reasons (listed in 
table 3. 17 ), the majority cf the interred  units never approached financial institutions for 
assistance,
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Most of the entrepreneurs considered the interest rates too high or disapproved in general 
the Interest system on account of their religious conviction. Other reasons were the complex 
lending procedures and the absence of securities, the latter applying mostly to the garment 
industries with their low fixed assets.

Table 3.17: Difficulties Faced with Lending Institutions

Tanneries J Footwear Garment Leather G . Total

Financial Institutions: 
-already approached

- not approached

7 3 6 1 17

8 8 3 1 2o

Difficulties faced with 
lending institutions:

Complicated lending 
procedure

|

1
|
111

4 j 5

1

1 - lo

Submission of documents ! i 1 - 2

Interest too high 9 ! 7 3 1 2o

Credit limits too low - 1 2 - 3

Non-ava ilab ility  of 
securities

- 4 3 - 7

Lack of confidence in 
lending institutions

- 2 - - 2

Rejection of loans - i 1 - 2

Muslim belief 5 i 1 1 8

Looking at the overall profit situation of the visited enterprises, returns on investment seem 
to promise in many cases profitable financing, even with credits at 14 % .  However, since 
this possibility hcs so c a r  not been made use of, it Is assumed that there are other reasons 
that prevent small end medium scale units from credit financing; one of these may be 
their lacking confidence In the lending institutions.
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3.5 .5  Availob ility of Capitol

Tanneries are mostly well equipped with machinery and own larger lots of land, so that the 
availability of capital does not represent any problem. However, as they are neither innova
tion minded nor growth oriented, they do not apply for loans which they could be sure to 
obtain on account of their adequate securities. Besides, they would be able to invest on the 
bank's of their equity and profits. Footwear producers, although able to offer satisfactory 
securities (at least the bigger companies) are generally in need of means for modernization 
and diversification. They also lack working capital to finance raw material stocks and distri
bution of merchandise. However, on account of their narrow profit margins as compared to 
those of the tanneries, they are susceptible to capital debt charges, a fact that is well rea
lized by the banks. Cottage industries have no access to larger credits and do not need them, 
anyway. Leather garment producers, as far cs they are export manufacturing, are in urgent 
need of working capital. However, as they are uncble to pledge extensive securities, the 
availability of capital from commercial banks is limited. The same applies to the leather 
goods manufacturers. In this situation, the enterprises make wide-spread use of governmen
tal aids such as the export refinance scheme.
The domestic market is mainly supplied by the products of the cottage industries who, as men
tioned abvoe, are not in particular need of credits.

3 .5 .6  Cost-to-Sales Structure

In table 3.18 and figure 3.7, the product lines' sales are broken down into average percen
tages of their cost and profit components. As can be noticed, the ratios vary depending on the

-  economic situation of the enterprise
-  the units' individual properties
-  consultant's estimate (actual figures had not always been revealed)
-  accuracy of recorded figures (given by the entrepreneurs).

On account of the different typesof leather processed, the tanneries have been divided into 
the Punjab plus NW FP units and those of Sind. The remarkable deviations within the "other 
costs" position are due to the duties payable on wetblue exports, which increase the costs 
considerably. The profits of the Punjab and NV/FP tanneries are of a wider range than those 
of the Sind industries, the letter showing a steadier development on account of less risky 
business prospects.

The footwear industries' material intensity is similar to that of the tanneries; on an average 
they achieve smaller profit rates on turnover due to higher labour costs and depreciation 
rates. Moreover, high commission fees are occasionally paid to sale1 agents.

Competition is particularly strong In the footwear business and does not allow large mark ups 
in pricing.

J



Table 3.18: Cost-to-Sales Structure by Product Lines (in average percentages and ranges)

Product Group Raw Material Manpower Depreciation/
Interest

Maintenu ice Others Profits

Tanneries 
Pun [ab/NWFP 
Sind

73 (47 -  9o) 
69 (55 -  8o)

3 (0 .8  - 4 .5 )  
1 .6 ( o .5 -3 .o )

1 .7  ( o .3 -5 .o )  
Ì . 7 (o. ó -  4.o)

0 .9  ( 0 .2 -2 .5 )  
r . 4  !o. 1 -  1 .o)

2 .7  (o. 1 -  lo .o ) 
17 (3 .0 -2 7 .0 )

2 1 .5 (o .o - o .4 Ì 
1 1 . 0  (0 . 0 - 2 1 )

Footwear 69 (6o -  88) 11.7 ( 1 .5 -2 5 ) 2 . 0  (o.5 -  4 .5 ) 1 .o (o. 1 - 2 .o) 6 .3  (o .5 - lo .o ) 12.0  (2 .5 -3 2 )

Garments 72 (65 -  82) 11.2 (7 .0  -  19) 1 . 6  (o.o5- 6 .o) 1 .5  ( -  ) 4 . 0  (o .5 - 6.2) 1 2 . 6  ( 2 .5 - 2 o)

Leather Goods 6o (5o -  7q) 21.5  (13 -  3o) 1 . 0  ( -  ) 0 .5  ( -  ) - 17.5  (15 -2o)

Figure 3.7: Cost-fo-Sales Structure by Product Lines
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Table 3.19 shows as representative example the calculation for a pair of ordinary leather 
shoes.

Table 3.19: Sample Calculation of a Leather Shoe

Item Calculated Value (Rs) %

Leather 3o.o 37

PVC/Sole 15.0 18

Inner Sole 2.0 3

Toe$/Heels j 1 .5o 2

Labour lo .o 12

Overheads 8.0 lo

Packaging 2.5o 3

Wooden Case 1 .2o 2

Others o.3o -

Profit 00 0 1 o o lo  - 12

Total 8o.o -  82.0 1 00

As it can be seen, profits before deduction of sales costs and general overheads (deprecia
tion, utilities etc.) range between lo  -  12 %  in the sample, which seems low in view of 
the high share of raw materials in the product price calculation. However, retailers and 
consumers are highly price conscious. So the shoe manufacturers must try to buffer leather 
price fluctuations and can generally pass on cost increases only stepwise in order to keep 
up with their competitors.

Similar considerations apply to the learher garments and goods sectors, faced with a tight 
price competition, at least in the important international markets. To a large extent, pro
fits are made up by actual export rebctes.

3 .5 .7  Profitability

In view of the highly vor/ing total investment values caused by fluctuating land prices,it 
is almost impossible to determine an average profitability in terms of c profit/ total invest
ment or profit/equity ratio for the interviewed enterprises. However, the figures of table 
3.2o show that capital productivity is centering within certain brackets u d  to o.8. The 
ratios seem to increase with the size of the units in terns of employees, cs long as the in
crease in size Is accompanied by a correspondingly rising degree of mechanization.
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Table 3.2o: Distribution of Profits to Total Capital and Equity

0 .0  - T 7 — T T T “ T T T T T - 0 .8  - T T " " T T : T T “ T — T Z More

Product Group Profit/ 
totol 
Inv.

Profit/
Equity

Profi [/ 
Total 
Inv.

Profit
Equity

Pro fit/
Totol
Inv.

Profit'"
Equity

Profi t/ 
Total 
Inv.

Profit/
Equity

Profit/
Totol

inv.

Profit
Equity

Profi*/ 
Total 
In v .

Profit.
Equity

Profit'
Totol 
In v .

Profit
Equity

Tanneries 4 3 4 2 5 4 I i 1 3 1 2 _ 1

Footwear 2 2 3 4 3 2 - - - - 1 1 - -

Garments 2 3 2 - - - l 2 i 2 2 1 2

Leather Goods - - - - 1 1 - - - - - - - -

TO TAL 8 > Io 8 8 7 I 2 3 4 4 5 1 3

In some cases, the profit/equity ratio reaches a value as high as 2o.
Profitability is highest in the garment industries; since they require comparatively little 
investment to achieve high turnovers.

3 .5 .8  Overall Entrepreneurial Attitude Towards Financial Management

The smaller enterprises visited are practically without any financial management, in parti
cular those who do not participate in exports.

The tight competition in the international markets obliges all exporting :ompanies to make 
precise calculations. However, basic calculations on efficiency and business performance 
are only made by larger units. As long as they consider their revenues to be suffm:ent, the 
smeller companies neglect accurate calculation, which many of them are not in a position 
to perform anyway, on account of

illiteracy and ignorance of financial controlling 
-  poor business organization

lack of reliable data, inadequacy of bock-keeping 
lack of entrepreneurial motivation.

3 .5 .9  Main Problem Areas

Contrary to the large companies who account for the bulk of liabilit ies, the smaller units 
make litt le  use of credits/!cans. This may be explained by their lacking confidence in 
the credit institutions. They also consider the interest rates too high or refuse to enter into 
caoitai lending by religious conviction. Most of them claimed to have never approached 
a bank rcr a lean.

5crh, "oorwear and garment producers need tinancial means to replace obsolete machinery
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end to serve larger orders. However, while the present profit situation of the shoe producers 
does net allow large scale debt servicing, the garment makers can generally not provide 
for sufficient securities. In the light of the envisaged improvement of the leather processing 
sector's overall performance and exports, substantial credits will be required for its neces
sary expansion and modernization in all product lines.



4. EV ALU AT IO N  O F  M A IN  PROBLEM AREAS, A N A L Y S IS  OF INTERDEPENDENC IES 
A N D  O VERALL D EVELO PM EN T  PROSPECTS

4.1 Ranking and Structure of Problem Areas

O f  the main problem areas: supplies, production, manpower, marketing and finance, those 
which were found lo be most problematic over the average of all firms were mainly finance, 
production and supply (figure 4.1), whereby considerable differences were found to exist 
in between the investigated product lines. Figure 4.2  summarizes the structure of each proble 
area for each production line.

4 .2  Potential for Growth

Pakistan's domestic demand for leather goods is concentrated on cheap shoes, harness leather, 
and travel appliances. Leather for these products need only to be of medium to low quality. 
There is a low growth potential in the domestic market since leather shoes are still fairly 
expensive to the bulk of the population who also does not require a high quality. There is 
a growth potential, however, for the domestic leather industries in the export market. The 
leather industries could develop their potential through incentives and feedback from ex
port markets requiring high quality items in large quantity. These resources have already 
been used by two export intensive leather industries: wetblue tanneries and garment pro
ducers. The garment producers, although with the highest level of production in the leather 
industry, account for a comparatively low value added. The potential for further develop
ment for the production of finished leather goods is shared with the garment manufacturers 
by the footwear manufacturers. It is estimated, provided promotion is encouraged as re
commended in chapter 5, that the Pakistan footwear industry may develop Into an interna
tional competitor within lo  years. This development requires technological improvements in 
the footwear industry in general and in leather finishing methods, in particular. This applies 
to the finishing of goat arid sheep skins presently sold in the wetblue or crust stage, as well 
as the treatment of cow and buffalo hides the latter not yet being used in making soe uoper 
leather.

Q ua lity  improvements in tanned leather will result In an improved international competitive
ness, provided the supply of raw hides and skins can be guaranteed.

4.3 - if’c Constraints and Requirements

4.3.1 _•

Compared with the other leather industries in Pakistan, the tanneries are presently the pro
blem of least importance.

As far as wetblue and crust production for export is concerned, customers are generally satis
fied with the good quality of material provided. This also applies to most domestic custo
mers, wno buy finished leather for footwear and garment production. However, in absolute 
terns, the quality and variety of must finished leather cannot withstand international conpe-
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tition, which would become mandatory if the footwear industry is to be developed further.
This is further confirmed by the fact that only marginal amounts of finished leather are 
presently exported.

The domestic garment industry is clso complaining about the unavailability of good quail*-/ 
finished leather. Though some tanneries have integrated garment factories, the bulk of 
them consider ii less risky and more profitable to sell their leather in wefblue or 
crust condition. Main problems in this area are the technologies applied in tanning as well 
as finishing of the leather. Sole leather tanning, mostly accomplished in semi or unmecha
nized tanneries must be changed to reach better wear resistance and also more consistency 
in quality. Shoe upper leather, in order to be used in shoe exports, has to be finished in a 
different way. Garment leather has to be produced in larger quantities and in better uni
formity. These measures require the use of machinery other than is commonly operated in Pa
kistan and more testing equipment. Moreover, the training of leather technologists, tanners 
and specified workers must be intensified. The present training in the existing institutions 
is unsatisfactory in respect to process and quality control, machine operation and general 
tanning management.

As shown by figure 4.1 ,a most important problem area is financing of supplies. This relates 
in particular to the fluctuation of leather prices which are correlated to the world market 
development. Different from world market induced fluctuations, real shortages of adequate 
local hides and skins lead to price increases. This is mainly a result of short livestock but 
also caused by deficient hide and skin handling as well as livestock diseases.

The adequate supply of chemicals end auxiliaries of sufficient variety is in particular a 
problem for smaller tanneries. This is due to their lack of adequate financial resources but 
also their inability to order minimum quantities. The lack of working capital affects in parti
cular smaller units, but does not seriously endanger their existence since price increases 
can be forwarded to the customers (i.e. shoe factories, importers etc.). Nevertheless, im
proved credit conditions from commercial banks could ease financial problems in this respect.

4 .3 .2  Footwear

The small and medium scale Pakistani footwear industries are in a position to supply the 
domestic market satisfactorily as far as quality and price are concerned. However, quality 
awareness of the Pckistan customers is rising; they are buying more and more from the large 
shoe manufacturers. Highly mechanized and offering attractive wages for skilled lebour, 
they are leading in quality and price.

However, most of the country population s tiii buys the Ju tti type shoe, which Is manufactured 
by cottage industries. Besides the oeavy competition, due to the large number, they are 
faced with a shortage of qualified workers. These units are poorly developed as far as tech
nology Is concerned and in the long run medium sized industries have more prospects to 
survive. However, these units, too, ere presently faced with an almost stagnating domestic 
market In terms of purchasing power and quality awareness of Pakistani customer The ir Drc- 
firs are considerably lower than those of the tanneries end are steadily squeezed on account 
of their function as subcontractors for the large industries, e .g . Bata. Moreover, footwear
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producers have to buffer leather price fluctuations which cannot be directly forwarded to 
the retailers. Hence, working capital financing is a problem to the medium sized units.
On the other side, market expansion through exports is not easy. While Pakistani foot
wear from synthetic materials is considered to be of medium quality (produced and exported 
mainly by larger units), leather shoes are not exportable to industrialized countries.

This relates in particular to the leather quality, design, style and make. The finish of local 
leather does not meet industrialised countries' demand. Especially, wear resistance is unsatis
factory. The processed leathers are poor in variety, finishing should be multiplied and more 
goat and buffalo be used. Pakistani-made shoe accessories are also mostly unsuitable for 
export and must be imported. Shoe style and design are poorly developed, partly due to 
insufficient feedback from the (mostly) European customers to the Pakistani producers. With 
regard to shoe models, only a few types of lasts are in use. Most of the units interviewed 
showed rather poor shoe makes, which depend on the applied technologies and machinery.
The introduction of improved technologies is hampered by the lack of badly needed training 
and service facilities.

The footwear training centre in Hyderabad is too far away from the footwear producers' 
centre, and there were no training courses at the time of field work. In order to produce 
export suited leather shoes, most of the medium sized units would have to enlarge/change 
their machinery. Their present revenues do not cover the involved financial investments.

4 .3 .3  Gcrments

Quality of Pakistani made leather garments is medium to low by world market standards. This 
applies to the leather quality, style and make. Pakistani tanneries, though in some cases 
able to produce excellently finished goat and sheep leather, either sell the better graded 
material In wetblue condition or their finished lecthers are of insufficient uniformity end 
variety.

The machinery of most garment factories does not allow sophisticated processing. Trained 
manpower is scarce, though satisfactory training is provided by the Leather Garment Training 
Institute in Karachi. On account of these impediments, the domestic garment manufacturers 
are not in a position to take over large export orders.

Buyers complain about lacking uniformity and quality, and, therefore, place irregular orders 
with many units. Marketing is poorly developed in the garment sector, and the producers 
rely on a few customers. The Irregularity of revenues make the manufacturers reluctant to
Invest in machinery and to hire exnencive labour. Government excort rebates are a main 
source or income. Thev have else d ifficu lty in cotaining credit fac ilitie s, as they have 
almost no securities to offer. Hence urgently needed working capital for raw material In 
puts can only be obtained at a later stage In connection with the export refinancing scheme.
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Smaller enterprises lack confidence in the lending institutions. Interest rates are considered 
too high; complicated lending procedures and religious convictions keep smaller c o m p a n i e s  

from capital lending. Most units claimed to have never approached a lending institution.

The availability of capital for expansion and modernization is a problem,too. The footwear 
and garment producers are in need of capital to the replacement of obsolete machinery and 
to finance larger orders. While the shoe producers' present profit situation does notallow 
large scale debt servicing, the garment manufacturers can usually not provide the required 
securities. However, if the leather processing sector is planned to be overall expanded and 
modernized with a view to raise its output and consequent exports, substantial credits will 
hove to be invested in the footwear, garment and leather goods industry.

Finally, the units' financial management was found to not regularly control and reflect 
their business performance.

4 .3 .4  Leather Goods

The observations made with respect to the garment sector also apply to leather goods manu
facturing. Though make and quality of export designed leather items are of medium quality, 
style and design are generally unsatisfactory. This applies in particular to accessories such 
as linings, buckles, clips, zippers etc. which, if Pakistani made, are on the whole unfashio
nable and unsatisfactory also in other respects. The manufacturers,aware of this fact, import 
most of the needed material. Leather goods for domestic purposes were found to be adequate.

However, overall leather goods production for exports is still of minor importance in terms 
of output, and a consequence of the industries' prevailing cottage type. Export expansion 
will represent the same problems as for the garment producers, particular:

- procurement of good quality leather
-  improvement of machinery
-  improvement of skills
- uniformity and quality of output.
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5. R E C O M M E N D A T IO N S

5.1 Specific

5.1.1 Technology 

Tanneries and Footwear

(1) The availability of well trained leather and footwear technologists is of vital impor
tance, in particular to

- tanning technology
- footwear processing technology
- machine operating
- consulting and training services
- styling and design.

Furthermore, technicians must be available in sufficient numbers to serve small and 
medium scale enterprises either by rendering extension services (technical guidance) 
or as regular staff. This, however, requires more efficient training by the footwear 
and leather training institutes (as in the case of the Gujranwala and Hyderabad 
institutes).

These technicians will be concerned, in particular, with

leather tanning methods and scientific process control 
leather finishing

- quality control
- shoe styling and design incl. prototype preparing
- footwear processing technology.

(2) It is recommended that the Ministry of Industries promotes the establishment of a na
tional institute for leather and shoe technology. The institute should be located in 
Lahore or Karachi, and provide higher level education under the management of 
the tanners' and shoe manufacturers' associations, V 'hile the National Leather 
Development Board should play a coordinating role. All institutions should participa 
in financing, though the larger share should be borne by the Government.

(3) In order to provide direct advisory services also to smaller units, extension services 
should be organized province- or townwise,depending on the units' concentration.
The services should be free of charge or at c nominal fee in accordance with the 
financial situation of the particular company.

(4) It is further recommended that technical and commercial staff of the respective in
dustrial branches be sponsored to participate in international seminars, fairs,con
ferences and study tours, so as to become acquainted with the latest developments 
in the fields of technology, design and machinery in technically more advanced 
countries. This wouia be of particular advantage to the export oriented branches.



Besides improved software, the availability of adequate hardware is also a prerequi
site for better quality and thus competitiveness- In this context, it Is recommended 
to set up technical service centres with special machinery, such as:

Tanneries

Fleshing machines 
Splitting machines 
Shaving machines 
Staking machines 
Toggling machines 
Hydraulic presses 
Measuring machines

Footwear factories

Grading machines 
Cementing machines 
Pulling over machines 
Lasting machines

Quality testing facilities should be available to the tanneries of Multan and Kazur 
and to the footwear industries of Peshawar, Bannu and Hyderabad. Technicians, 

such as operators, pattern makers, cutters, sewers, assemblers, etc. snould be 
trained on the respective equipment.

Standards and standardization schemes for the selection, grading and quality con
trol of hides and skins as well as for types and grades of leather and footwear articles 
should be elaborated by the institutes or associations concerned and be enforced in 
order to improve the product image.

Subcontracting should be encouraged, in particular in the footwear industry with a 
view to further specialization.

Manufacturing of locally made, appropriate machinery should be encouraged, while 
sophisticated leather finishing equipment should still be imported, possibly by an 
encouragement through tax incentives.

in accordance with the previously recommended measures, exports or wetblue lecther 
should be gradually restricted with a view to increase the availability of quality 
leather for the domestic rr.crket. This may be done by an export quota system of 
progessive export taxation.

The present state of machinery represents the serious concern in view of desired qua lity 
improvements and consequent export promotion. The set-up of adequate machinery 
should thus be favoured. Revenue financed machinery should be promoted by expert 
rebates.



Garments and Leather Goods

01 )

0 2 )

5 .1 .2

03)

04 )

05)

(16)

07)

Training as a prerequisite to the application of adequate technologies is of vital 
importance for increasing the exporting units' competitiveness. Though such train
ing is offered by the Karachi Leather Garment Institute, more emphasis should be 
placed on product styling and design. The number of teaching staff should be in
creased and selected personnel be encouraged to take part in international fairs, 
seminars and conferences. In this context the IBRD proposal to establish a Leather 
Goods Service Centre in Bannu is highly supported.

Standards of quality size and certain technical features should be elaborated and 
their application be enforced by the respective entrepreneurs' organization or by the 
National Leather Development Board.

Materials and Components

For a better balanced livestock population in Pakistan it should be considered to pro
mote the raising of cattle and buffalo calves. It is estimated that about 3oo,ooo 
cow calves and 9oo,ooo buffalo calves are slaughtered annually for meat processing 
purposes. An increased number of hides obtainable by means of intensified livestock 
production anc^or longer raising periods might further import substitutions and re
lieve prevailing hide shortages.

Veterinary health care should be improved for livestock to prevent diseases. This 
will result in better quality meat, milk, hides and skins.

The supervision of slaughter house practices with respect to slaughtering, flaying, 
selection, grading and curing of hides and skins needs to be improved in accordance 
with tannery requirements, which is presently already done by a foreign expert 
rendering advisory services. It is recommended to extend short term training on 
flaying end curing of hides and skins.

The set-up of industries supplying components for the leather and leather product 
industries should be encouraged. This entails in particular the production of che
micals, dye stuffs, adhesives, plastics, ornaments, buckles, shoe lasts, etc.

As for the garment and leather goods industries, supply of good quality leather is 
vital for exports. Since such leather is commonly sold in the wetblue stage, gar
ment factories must be assisted to pay higher prices for raw materials or be allotted 
given quotes (by Government regulation) of quality leather the provision of which 
is compulsory to the tanneries c o n c e r n e d .

In order to enable the respective industries to pay higher raw material prices, it is 
recommended to intensify export rebates and to develop and expand the export 
re-fincnce credit schemes (see recommendation (21)).
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5 .1 .3  Manpower and Management Organization

(18) The importance of adequate manpower training has already been emphasized. G ene
rally, more specialization in specific tasks is required. Besides training technicians, 
the institutes concerned should provide courses for machine operators and elaborate 
standardized apprentice curricula.

Short-term training of workers on special machinery should be particularly promoted. 
The costs may be borne jointly by the entrepreneurs and respective associations. Re
funding premiums to avoid fluctuation of trained labour could be agreed upon. This 
would involve the elaboration of general guidelines on labour employment.

(19) Courses in small business management for entrepreneurs and professional managers 
focussing in particular on bookkeeping techniques and financial management should 
be elaborated by the Chambers of Commerce or respective associations.

5 .1 .4  Marketing (Domestic and Export Markets)

(20) Export marketing of leather garments and goods as well as leather footwear calls for 
improvement. This relates in particular to the overall image of Pakistani leather- 
ware but also to a more regular inflow of orders and the financial ability of the 
units to cope with larger orders.

It is recommended (last not least in view of similar measures applied in competing 
countries) to raise the export rebate to at least 2o %  of the export value (India: 35 % ).  
This seems to be justified not only in view of the garment sector's value added,but 
also on account of the highly fluctuating profit rates which impair steady invest
ments for quality improvements.

(21 ) It is rurther suggested to encourage the set-up of a cooperative society for the market
ing of leather garments and goods. Since most of the entrepreneurs cannot afford re
gular acquisition trips to Europe, such society should take over the marketing acti
vities of several units, as well as being engaged in market research and up-dating 
of fashion models and designs.

5 . 1 . 5  F inanclal Management

■ 22) Most of the given recommendations require capital investments. However, the general 
objective being to strengthen the leather sector’ s value added and, thereby, its re
venues, outside financial help wi l l  be graaually sucstitured to the extent to that ir 
is not essential to in itia te  further development.

Special credit schemes shcuid be developed for financing both fixed assets and work
ing capital, the firs t to satisfy the need for better machinery and training, the letter 
to finance improved inputs and increased values added.
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The recommendations include in particular

- Development of adequate credit conditions in terms of:

. lending procedure (simplified administration)

. security requirements (adapted to prevailing profit and equity situation)

. interest or profit sharing schemes 

. re-payment schedules

- Set-up of credit advisory services in respect to:

. use of loans 

. problem identification.

Credit schemes should comply with the manufacturers' needs of the respective pro
duct group, streamlined in the previous recommendations. Producers’ confidence 
in lending institutions should be encouraged. Loan efficiency should be ensured 
by advisory services, possibly carried out by the respective S IC 's  in cooperation 
with the enterprises concerned.

5 .2  General

In view of the objective to increase the value added of Pakistan's leather industries, priori
ty should be given to the promotion of the footwear producers, requiring most of the domesti
cally used leather. Better quality leather shoes, being a labour intensive product (in com
parison to tanned leather) mcy become a competitive export item, especially on European 
markets where shoe prices are steadily rising.

The production of better footwear will reauire the use cf different and better leather which 
may be obtained b- proved tanning technologies.

A  prerequisite to the mentioned prospects in a more intensive feed back between market 
and suppliers, especially in the fields of technology, styling and design. The present status 
of Pakistan’s leather industry cannot be raised by the individual firms on their own, but is 
also subject to a closer cooperation on the side of agencies concerned, and in this context, 
on the performance of joint ventures.
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6. Sub-Sector Profiles

A s part of the results of the study, typical sub-sector profiles have been prepared in order to 
facilitate institutional, financial and technical support. The profiles contain the follow ing 

criteria:

production programme 

technology and production facilities

-  raw materials

-  manpower and management

-  investment

-  cost structure 

financial ratios.

The actual situation of each product line or type of industry (labour intensive, mechanized, 
export oriented) has been drawn up. It reflects the target group units' specific pattern with 
respect to structure and ranges of the above criteria.

Based on the experience and know-how  of the sector, a profile for a typical new company 
has been elaborated. This profile contains the estimated structural data and ratios for a model 
unit, with sub-sector specific

technology and machinery

-  personnel outfit

-  investment and cost-structure.

The financial ratios represent estimates and may fluctuate in both directions.

A  detailed proposal for such a "p ilo t  unit" will require a thorough analysis within the frame
work of a comprehensive feasibility study.
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1 measuring machine X

Lend one 3uildings: 

3m'loIngs: Value /se m , 
Lana: Vciue /  scm.

average:
overage:

3uildlng Area /  Employee
average: CM2

RAW MATERIALS:

Guonrity: 9'lceX;n if: îmoortec/'ocal: .moorr «/u?i«s: GuCiity:

i Row hiaes and skins

1 different chemicals

¡’ 2oo,ooo nides j 2d -  !2o Rs
i Ioo,aoo skins ; _ a .., 3 Rs/sqft

_L
MANPOWER AND MANAGEMENT:

i m in.: ' max.: overace:
Management: ! 5
Staff: la
Skii.ed Workers: 15
Semi-Ski.'ied Workers: |
Unskilled Workers: i \ 3o

t o t a l  I 1 -n

Entrepreneurial Background of Soonsor/Owne.r 

experienced tanner

External Technical Cooperation necessary?

MARKET DEMAND AND M ARKETING :

i Market Potential ar.d Deveiocmerr Prosoects: ! Markerino Cncnne:$ Markina' : f
f Domestic: ’ exso'm: Domestic: » cxocr*:

loo
wholesalers 
commission agents 
afreet sa»es ___

IN VESTM EN T:
r ’xea Assess: Rs. *coo) Warning Daaitoi 'Rs. ’coo 

min. : ;

max, : |

cveroge.- , l n .a,

dunc.ngs: 9 ,

I Macniflerv/ecu i ament: , coo
Miscellaneous; i,COO

c o s :  s t 3 l
m i n .  % m c x .  c i s v e - a c e  *3

R o w  v a r e r ' c i : "6

M c r o o w e r * 2

D e o r e c . a r c r  ' n t e r e s r ; i

C ' n - ' s : 6
j . . . - . .

= : \ A r . C : A L  R A * ' C ; P s .  1 o c c ' " C x . : : v . r « S :

T r - o v e r  /  o . n e • - - -

" . r - o v e r  /  V c  - e n / ' ! -1
v . c c n  ■ - e - v  s - 5  C Cu g*" s n t /  c - c  o y e e ‘ • g , j

* 0 : 0 ; . h v e s t m e n t  / c r  

3 , E u i - c ’n g  o w n e o

i . o y e -
•¿co.o

- ,  5 v ' 3  ■ n 0 'e n  *'?c:

“ ' x . t c  A - r < , r ç  D îO 't C 1 i

■ n v e s ’—c "

- c c r  s  .■ T p r a .  C o o  ' a 1

Remarks:
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Leather Leother Gorments

1 » p r c d l íCt o n  3r c g r a m m E:
1 ”voe or ?■oduers: Annua; Average Cufcut: ! on ’ ó Coocc rv

Vcior Frocucts: 'Jrlt i: ! Rs. :

Leather garment for expor?; 
-  jackets 

j -  roofs 
1 -  trousers

1 I * rc-
|

j

5 , 0 0 0 - 20,00 0  2,ooo,ooo- lo ,000,000  35 Í

i

_ _ _ _ _ _ _ _ _ _ 1_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ :_ _ _ _ _ _ _ _ _ _ _ _ _ _ i
2 1 TEC H N O LO G Y AND PRODUCTION FA C L I "E S :

j 1 Process comnon-v oooi’ec: .Vaior Macniner//Ecuiomenr: 1 imoorrec 1 oce. ?

Knife rutting 
, Mochine stitching

Sewing mochines 
Button fixing mach ines

1 * 1 
' Ä ; »

! one jacket completely mace by one worker

| Lack of skilled workers,
! no know How obout fashion and design

j

Pattern Cutting Machine *
Modem Sewing,'Sfitcning Machines 
Z ig -Za g  Machines +
Overlodcing Machines 
Button hole making Machines 
Button fixing Machine 
Fusing Mochin^ +
Pressing Mach., Folding Machine

;  :-------------------- ;------------------1
¡

i1 ¡

i j *■ -  eouipment needed

Land ana Builaincs: f
Building Area /  Emoicyee

3tfiiainejs: Value /  som. m in.: [ 3oo j r e x . : j 6oo J average: ( 5oo j
Land: V a iue /sc m . m in.: I 5» [ max.: , joc ¡ average: [ 2oo j min : ! 5 ¡ max.: [~2o~l everseci

3 RAW MATER'A IS :

1 "voe: Quantity: : Price,Unit: j tmoor*ed/loca : ! 'moor? Duties:  ̂ Guai’tv:

i Sheep ana goat skin j 36 sqfr/piece i 13 Ri/sqrt j 
f lining i 2 //piece 1 15 Rs/y 1 
| yarn, Duttons, accessories according to moeell |

! ; 1 '

i 1 i !

local
imported
imoorted

{ j medium

, 1
t :

! Í

A 1
1

,V A N  POWER ANO M ANAG EM ENT:

i : rn,n- : ! max.: eve race: Entrepreneurial Background of Sporsor/C wrer:
i MomgemerT: i i ! 2 1 Textile  business, other orofessions
Ì Stori: 1 2 j 3 4 !
■ ikiiiea  Woree.-j: 1 22 Jo . 35 1
: Sem i-Skhlea Worxers: ! -  » - External Technical Cooperation necessory? |
j u rsx iiie o  Workers: - - yes, advice in processing technology ora design !

j! TO TA L: 25 So 4n

5 M A RKET DEVANO AND V A RKET ,NG : 1

 ̂ Market Po'erria i and Development Prosoec's: 1 Marketing Charnels 'ranking) • 1
! D a re stic: i exoor*: Domestic: i Export: 1

'
—- ] CO %

1 ... i
■ -

i Commission ogen*s j 
Wholesalers ■ 

J Direc; _  . . . . . .  ■

¿ ! N V E S T v iN * I
¡ F'xec Assef;: ^S. :000 : 1 “ in : r e x . ; averece: Working Copi-ci iR s. ecc ;
1 Lone: '

m in,: ; 2oo *3u. cír.çs: •̂ er:ea

iV c c n in e rz/rsu io n ír*; "c 3c tro x .: " 5,cco ¡ ;
Miscellaneous: ’ 3 n lo

averaae ' :, io o  ’ !
i T C "A .:  : 75 i



SU 5SECTCR:

Leother

CATSGC^Y:

Leather Gormen fs

- 76 -

Page 2: NEW COMPANY

PRODUCTION PROGRAMME:
r Tvae of 3rac-c*s: 1 Annuo. Average Cutout: 1 on -'i C-OOC.’ ?V

1 Vc’or Pracucts: ' Uni fi: * i . : T

Learner garments for export: 
• jackets
-  coots
-  trousers 
etc.

»

35,ooo 21,200,000 9o

2 TEC HNO LO G Y ANC P íC C 'JC TlC N  = A C L ."S S :
{ Process common tv osor’ec: ! Molar Macr: nery/tau ament: Imocrrec ’ oca

Technology industrialized countries Pattern cutting machine X
Sewing machines (double ana singie sritcnl X
Zig-zag machine ! X
Overstocking machine X
Buttonhole making machine X 1

Button fixing machine 1 x
Fusing machine X '
Pressing machine X 1

Folding machine i * s

_L
Lond and 3u' icings: 
Buildings: Vciue / som. 
L a ñ o ;_________V e  m e  /  s o n .

overage? |5oo| 
average: : 1^4

Building Areos /  Employee

overage: CD

RAW MATERIALS:

1 Tyoe: Gucrtf *v:
-1-------------- . 11 i

P“¡ee/Ú!nif: ¡ Imoorted/locoi: ! 'moorr Duties: Quo: 'tv:

j Sheep and goer skin 1 3a sqft/piece i 13 Rs/so tf j local hi gh
I lining i 2 y /  piece : 12 RvV 1 local high
{ yarn, buttons, accessories according to model 1 | local high

MANPOWER AND MANAGEMENT:

1 min.: 1 max.: overace:
Mancgement: j t 1 2 n
Staff: I 3 5 4
¿xiiied Workers: i « i 118 4 4
$emi-$x;i:ed Workers: : 4 i 6 5
Unsxilied Workers: i 1 .
TC 'A L: ____£2_____ J ^ ! _______ ______

Entrepreneurial Background of Soonsor/Cwrer: 
Gormen rs

external Technical Coooerorion necessary?

No

MARKET DEMAND AND .MARKETING:

Market Potential and Deveiooment Prcsoecrs: Mancerina Chonneu 'rarxinci
oxcort: Domestic: exoar

No i Rising demand for good auoiify 
i items

i Direct 
Wholesalers 

J __Ccmm.Q.oê -s

'N VESTM cNT:
■ixeo Assets: Rs. !coo; I min : nox. : ove race: Working Cdditcl ;Rs. Icco;
-«ne: I

------------------ ------------------------------------------ ¡

¿ui.eines: ‘ " " ry itw

Machinery/oauiemen': 2 DO max.: i ;
Miscellaneous: 2o ; = P

I ¡ ¿'¿0

C O S '  S ' R L C * L . 5. ; :  r
‘•’ i.h , "Ó m a x . ; 3 o v e r s e e  * j

P a w  .V û ’ ft ’ A 1: 2
’/ c n o o w e r : ' 0
D e o r e c :o * : on  n ’ e r a s t :

Z  v - e 's : 3
3 '2 t "  *; 4

- N A \ C  A .  R s . *2 5 0 -  -1.. m e x . : o v e r e g e :

J ' ^ c v e '  Z  "  Z 2 /O f •*oc
Z  c

M a c ' l r e ' v  r c  :  c m e r *  / :~ ra  e v e s V. 3
r a ta .  - .ve s tm en t ' z r z . z y e e j

o ; s u ; z i r g  o *  f e d
,  z . j

r i x i O  ^ S j e ’ S Z 02: 2 , . /
3" j ’ ' '  / “ v e s r —e-.* 1 3
- Je n s  / o to . Z  J  o ' -o, -



SUBSECTOR: CA*HGCRY: “’ S* A C rjA L  S in jA T IC S

Leather ccorw ear

I
j

' ~vse or R-ocuC’s: An-.uQi Average Corg r̂; ’ 0 ftciC30GC:'y j
Vaior ?roc-jc?s: 'Jnirs: 1 \s.: ! ■ 1

Leather shoes t5,oco 4.coo,oco
t

oo

j TEC HNO LO G Y a n d  3RCD’JC TiO N 11 > n r *
 

■1 1 n t
j i Process comr-amy cooiiec: 1 Mafor Vccnirerv/Ecuicrrenr: imoorrea > o c z j

i
semi and aorfly fully 

] mechanized production

1 lo  sewing machines
1 sktMfng machine
2 cutting presses

X; 1

X i
1

X j
i 1 roughing machine

2 sole splitting machines

- J____________________________

X

i 1 ! 1

, 1 

____________i ■■ ■- ■ le

X |

1

Lone arc 3un’c>ng>: — _ _ _ _ _  !
Buildings; Ve lue 7  tern. i'',aoot i3.ooo! overage: ':2,oooi Building Areo /  Emoloyee
Lend: V o u e /w m . min.: [~ loo ' max.: [ ¿00 \ average: [ L3o [ 1 mfn.: [ 3 | max. : 1 I overage:!* ia^f

! ! Guonrirv:
"1----- r — --- -------Trnce/Un.-f: j

■ 1 " i
Irroorreo/locol: 1 Inoorr Oufies:

1------------------------
1 Guci’ry:

j ieerher upper i 2 sqft/pair 15 Rv s<tft I focal i iow -
; ieerher soie | 2o Rs/ poi r * -1 1
| nccessoires etc.
1

i
1__________________________ i

2o Rs/poir

1
J _________________ L

1
1

; fneaijm

:
J-------------------------

4 j MANPOWER AND MANAGEMENT:

i j n l n -: max.: average: Entreoreneurioi 3aa<ground of Soonspr/Cwner 

Shoe business

Exfemol Technical Coooerar'on necessary?

T«1 j

j Management: { 1 2 2
| | 2 raff; j 1 3 4

> 5<i( ec Workers: lo 2o 3c
j Sem i-Sk;;:ec Wooers: i 3 40 u
j Jnw i i >«e Worvers: t -
! "C *A _: j 2c 7 0 to

; ! ,VAE<;7 DEMAND AND MA’.K E 'N G : !
j Marxe*’ Potential ona Oeve'oorrenr 3“osaecrs: f Marve'fra Crerneis :rc-<i'nci : :
1 . io rre sric : fxoo.^: Domestic: ! :.<sor#: '
i Retailers 1 
i !o c S  --  wholesalers —  j

j 1 t ’nh "T'tAr

6 i :N V SS7 .V iN ’
1(

1 rsxec -sse 's: Rs. oca; J r-m .; ra x .: 3 ve'ene: Warning Ctcirci 'R$. 1 3 0 C ,  ’
1 f-One: T O S r i v  rmnrac Tin.; ' l i z  '3u‘.cinqs: i

Veer inerv/ :su  1 OTtr.t-. i 32o 2,ioc too max.; i , coc | j

.VisceilcnecjS: f Ico average j too \*G*A.: , 7 GC



SU3SHCTCR: >oge 2: N T a ' ■VPANY

-  / 0 -

CA o

i«cth^r f o o r w e c r

: I  PRODUCTION PROGRAMME:
-------------------------------------------------------------------------------- -

! ‘ Tvee of 9'oauc’s: ! Annua; Average Cutout: ■ on cj» Cooac-'tv
1 Va :or P-ocucrs: sjtïi's: \ i . :

j

Leather shoes

!

i i

15o,ooo pain 13,

- -  ^

i
0 0 0 ,3 0 0  TO J

1

i
1

2 i TEC HNO LO G Y ANC PRO C'JCTICN =A C L:T'ES i

1 T Process common y  caciîea: ■ /a:ar .Vacninerv/'Eeuicrrent: i 'mo<“rtea 1 occi I

I ! Comoieteiy mechanized
i

see oage attached *  i |
shoe production

!
1

i
i
i

i
1

1

i
1
!
i

: i !

ii
i

i  !

Lord and 3ui!àîncs: 1

3uilcînqs: Velue /  sam. average: :2,ooo! l
Building Area /  Emoloyee

Lenc: Voiue /  scm. average: 1 ; 1
average: 2o i

3 RAW .MATERIALS:

i Tyoe: ! Quantity;
1

° ri ceAJn îmoorred/ioea ! imeort Curies: Gua.’»v:
j Leorher 2 sqft/pai 15 Rs/sqft \ local ! i nich
1 1 pvc 1 1.5 Ibs/pcir 1o Pvpair i local | high

i Accessories, chemicals j 6 .So R»/ pair i partly local end 1 1
j Paging, etc.

i i i i

importe i r ig n

i

i 1 !

4 MANPOWER ANC MANAGEMENT: i

min.: i max avercce: Entreoreneurîot Background or Soonsor/Cwnen
i Management: 1 ; 2
1 S raff: i 1 3 Shoemaker
1 Ski!lec Workers: 25

Sem i-SkUUa V 's k î i ï : 1 .■ 23 External Technical Cooperation necessary?
i ’JnskiÜed Workers: i : -
1 T O T A L : ! 6a

5 i MARKET CEMAN3 AND MARKETING: '

1 !" Market Po'entici ond Deve'oomerr 3rosoeers: i Mcrketir g Channels -ranking; :

i : Do.-Siric: ! Exoor: Domestic: > Exoorr: 1

1 Wholesalers 'Wholesalers i
j 3 0  ='o 5o 3/o Ratai -ers Joo orcer

i 1 1

6 ; 1 NV E S 'V E  N ’ : j
| F'xea Assers: A$. ’coo: 1 m : n . ; m x . : a v e rcce: Waiving Caoi^ci Rs. looc.

. i n c : !

P v -.C if lÇ s; 2 . - c o
v.Qcnircr//Z i j ' s r . e n r . 1 9 , joc max, : ; ;

iVîsce < ;aneous: < 2oc
'C T A .:  [ : 2 ! . 6oc

* r m -  ç -? ' r * — j : ,
1 m: r, 3 o ~ C X .  Tfl sve'e^e ^ Reworks:

:,5 w  V . j f f r 'O  : ■—

; Varscwer: 1 -

i Cecrec'c?; ?n .. merer: :
l Cv-.e-s: 5

' n

-  . s v - —  ■— --------—  ■ "■  ■ " i--------------- "  ■i Z 1 n *- ... A .. -uaa -_S: '-5. occ ~ . ; •ex, : j overcqe* Rs-rcr*!.
'u r-o v -r s - r o v î î  ! : ‘ n.~

I ' ~*rm'*er Voz ~  * t 'v  z ~ c  Ec,;. r-e ~ '
veen ’■»-y r :  - r e r '  ' Em  c .ee

1 Tore/ rvesrm n» . 2,mo oyee
;  Eui ow^ec

; : 3 î , ; c> ;
, “ ;xe.> As:e*s . • • ; ■ < r  c ■

''.o*’' / •Tves--*-''' >
.CO.nJ , "ofC. Coo.'o; -
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Major Machinery and Equipment for a "N ew  Footwear Company"

4 cutting presses (mech.)
2 cutting presses (hydr.)
1 splitting machine
1 lining machine
1 sole laying machine
2 skiving machines
lo  sewing machines
1 perforating machine
1 loop machine
1 zig-zag machine
2 two needle sewing machines
1 rope seam sewing machine
1 edging machine
1 folding machine
1 eyeletting machine
3 sole leather clicking presses
1 sole splitting and roughing machine
1 counterskiving machine
1 sole roughening-scouring machine
1 cementing machine
1 hand tacker
2 counter moulding machines
?  pulling over and lasting machines
2 steam machines
1 heel seat lasting machine
1 tinetack pulli ng over and lasting machine
1 roughening machine with vacuum cleaner
1 heel scouring machine
1 pounding-up machine
1 head setter
1 two parts hydraulic sole laying machine
1 heel nailing machine
1 trimming machine
1 finishing cleaning machine
1 last remover
2 sprayer cabins
2 air compressors
1 edge varnishing machine
1 toe puff ironing machine
1 ironing machine press
1 tape cementing machine
1 sole cementing machine
1 hot air ironing machine
1 injection moulding machine
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LEGEND FOR BASIC DATA AND RATIOS

1) Sales figures 1979
(estimates o f yearly sales volume)

2) 1 = W holesaler
2 =  Commission agent •
3 -  Retailers
4 = Job order
5 > direct sales to end user
6 = Exporters

3) 9 = good
f = fo ir
b = bad

4) T T D  
U TD  
A T I  
U T I

Tra d itio n a l Technology Developing Countries ' 
Upgraded Technology Developing Countries 
Adapted Technology industria lized  Countries 
Unchanged Technology Industria lized  Countries

5) S ta ff adm inistrative and management personnel

6) %  of total raw material (in  terms o f value)

7) Turnover/value o f machinery and equipment

8) Value o f machinery and equipment/employees

9) Cost-to-sales ra tio  (%)
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1. Introduction ond Method of Approach

The textile  industry in Pakistan is vita l; it  clothes about 81 m illion  people without assistance 
from major imports. It accounts for 25 %  of value added in the manufacturing sector, provides 
employment for 35o,ooo persons and generates US $4oo m illio n  of foreign exchange through 
exports 1).

The organised m ill sector and the unorganised power loom sector each produced 7oo m illion  
yards of cloth in 1976/77. The S S I-te x t ile  sub-sector depends entire ly on the m ill sector for 
its raw material which is mainly cotton yarn, which is spun from low cost indigenous short 
staple cotton.

The terms of reference indicate that particular attention should be paid to hosiery, garments, 
towels and canvas, which have great export potential although they currently represent a very 
small percentage of the whole textile industry output. The power loom sector with at least 
5o,ooo looms is the most important group of the sub-sector in question. The Textile  Commisson- 
e r's Office therefore made a special request that particular attention should be paid to this 
sector because the Federal Government has appointed a committee to study the SSI power loom 
sub-sector.

During the fie ld  work about 2oo v is its  were made in Karachi, Laho.e, Gujranwala, Faisala- 
bad, Islamabacj/Rawalpindi, Peshawar, Quetta and Hyderabad. A representative selection of 
small industries were questioned according to plan and grouped in typical units for reporting 
purposes. Suffic ient yarn suppliers, warping and siz ing  plants, as well as commission dyers 
and fin ishers were interviewed. A textile  institute and a Government weaving and fin ish ing 
institute were visited as well as provincial small industries departments. The success of the 
entire programme was furthered by the excellence of the counterparts in each province and 
the cooperation of IACP directors and staff in Karachi, Thanks are also due for the exceptional 
assistance and kindness from people in all walks of life  who made this work possible in a short 
time.

Some information was obtained concerning householc/cottage industries and the training centres 
which support them. The importance of such activities and the very large numbers employed 
was appreciated, but this study was focussed on small textile  industries which are better docu
mented than household a c tiv it ie s.

1) Sources:

-  PSIC Basic Statistics 1975/6, Vol I I ,  page 2o.
-  Werner Report
-  Marketing Problems of rhe SS Power Loom Industry, U N ID C  1976
-  Textile  Commissioner's Office
- IACP Absorption, Assimilation + Diffusion of Imported Technology, 198c.
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The main source of information is the 197^76 Census Report issued by Punjab S IC , called 
"Basic Statistics on Small and Household .Manufacturing Industries". 16,989 SS I textile  units 
were surveyed in the urban areas of the Punjab representing more than 8o %  of the working 
units. Baluchistan was found to have v irtua lly  no textile  units with the exception of carpet 
making. NorthW est Frontier Province (NWFP) had few in number although those few were of 
exceptional interest as examples of decentralisation.

Important small and medium scale industries were visited in Sind but they represent about 
25 %  of the number to be found in Punjab. They have been covered by the second recent 
basic document called "U N ID O /IB R D  Study on Small Industries", October 1978, in collabor
ation with IACP.

Much information was obtained from the units visited recently all over Pakistan; however, the 
number was too small to serve as reliable samples for statistical purposes. For this reason fu ll 
use has been made of the two basic studies aforementioned and of several other studies which 
are listed for reference purposes.

The following report is based squareiy on the terms of reference, U N ID O /IBRD  Study.
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2. Structure, Significance and Development Potential of Sub-5 ctor

2.1 S ize  of Sub-Sector

As quoted in the macro-economic study, the sub-sector textiles comprises more than 17,5oo 
units^), with a total employment of above 84,ooo persons. Out of these

3 .5  %  are large-scale units
7o %  are small-scale units, and
26 .5  %  are household units.

Detailed statistical figures for the total sub-sector do not exists estimated figures with de
tailed breakdown are published only for Punjab. The 1975/76 Punjab figures'^' for 16,989 
working units give the best available picture of small textile  industries:

Production Units Service Units

Cotton canvas 444 Warping and siz ing 1c2

Cotton weaving lo , 1o9 Printing 96

A rt. s i lk  weaving 3,861 Bleaching and dyeing 163

Cotton towels 94
Ready-made garments 34
Hosiery 244
Narrow fabrics 275
Specialized weaving 1,246
Hand looms 321

The regional distribution for the individual product lines is as follows:

Baluchistan
NW FP
Punjab

No. of Units

13
389

16,989

Employment

57 
1,659 

6 5 , lo i

The regional breakdown for Punjab by product 1 2lines is shown in the following table 2 .1 .

1) Macro-Economic Study, V o l. 1, table 5.1> data for Sind had not been available before 
submitting this report.

2) Source: 1975/76 Punjab SIC Census Report:
- Hosiery, page 68
- Garments, page 59
- Towels, page 49
- Canvas, page 13
- (Others) Power loom, page 22.
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Table 2. 7: Regional Distribution of Units by Product Line (Punjab)

Product Line Number and Location
%  ot Total 
Te xtile  Output

Hosiery 244 units in Punjab of which 
7o %  in Faisalabad 
15 %  in Gujranwala 
8 %  in Lahore

1 %

Garments 34 units in Punjab of which 

82 %  in Lahore o .9  %

Towels 94 units in Punjab of which 
42 %  in Gujranwala 
42 %  in Faisalabad

o.5 %

Canvas 444 units in Punjab of which 

9o %  in Kasur 2 .26  %

Power Looms lo,o95 units in Punjab of which 
61 %  in Faisalabad 
9 %  in Gujranwala 
8 %  in Gujrat 
7 %  in Jhang

48 .83  %



2 .2  Characterization of Un its Interviewed

2 .2 .1  Number of Un its and Regional Distribution

The regional distribution and breakdown by product line of the 32 units visited during the 
survey is shown in table 2 .2 . Very small and homogenous u n its, such as units belonging to 
the household and cottage industry, have been grouped in one typical unit. A ll relevant 
data of the companies interviewed are compiled in Annex 1.

Table 2 .2 : Regional Distribution by Product Line

Province No. of Units
Pei

Hosiery

-centages by 

Garments

Provinces

Towels Canvas Others

Punjab Hosiery 4 
Garments 3 
Towels 2 
Canvas 2 
Others 2

5o
5o

4o

67 2o

Sind Hosiery 2 
Garments 3 
Towels 2 
Canvas T 
Others

25
5o

4o

33

NW FP Hosiery 2 
Garments -  
Towels 1 
Canvas 
Others 4

25
-

lo
-

4o

Baluchistan Hosiery 
Garments -  
Towels 
Canvas 
Others 4

-
-

-

4o

32 loo loo loo loo loo

The distribution indicates the high concentration of textile industry in Punjab and Sind.
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2 .2 .2  Classification of Un its

The following figures show the distribution of employees per un it, investment and scles per 
employee by region and product lin e .

Figure 2 .1  illustrates the regional distribution of average unit size  (number of employees 
per unit). As can be seen from this figure, the average number of employees is  different from 
product line to product line:

Hosiery
Garments
Towels
Canvas
Others

66 employees 
45 employees 
44 employees 

155 employees 
37 employees.

Figure 2. 1: Distribution by Employees

•t oni / ■ ' , r i  : v is ! i s o
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In figure 2 .2  the total investment in fixed assets including land is  broken down by province 
and product lin e .

Figure 2 .2 : Distribution of Total Investment/Employee

loo — -----------------------------------------------------------------------------------------------------------------

it  only 1 unit visited

Based on the number of units visited per product line the average range of total investment 
per employee can be estimated as follows:

Hosiery
Garments
Towels
Canvas
Others

Rs. 12,ooo - 
Rs. 24,ooo - 
Rs. 33,ooo - 
Rs. 37,ooo - 
Rs, lo,ooo -

Rs. 28,ooo 
Rs. 36,ooo 
Rs. 82,000 
Rs. 55,ooo 
Rs. 12,ooo.

W ith a weighted average of about Rs. 4o,ooo per job, the textile  sector is the most capital- 
intensive sub-sector of the sub-sectors analyzed.

The avercge sales oer emoloyee by province and product group are shown in figure 2 .3  and 
ccn be estimated as follows:
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Figure 2 .3 : Distribution of S o le s/  Employee

Hosier/ Rs. 56,ooo - 139,ooo
Garments Rs. 22,ooo - 129,ooo
Towels Rs. 26,ooo - 113,ooo
Convcs Rs. 45,ooo - 123,ooo
Others Rs. 22,ooo - 71,ooo.

The capital/output ratio varies from product group to product group and averages in between 
o.4 end o .5 .
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2 .2 .3  Organizational Aspects

As to the legal status, the units v isited  are organized as follows:

17 (53 %) are sole proprietorships 

5 (16 %) are partnerships between family members

7 (22 %) are limited lia b ility  companies

3 (9 %) are owned by GOP.

32 units -  loo % .

Sole proprietorships are in the majority for textile  SSI enterprises (53 % ). Partnerships between 
family members are only 16 % , lim ited lia b ility  companies (22 %) have grown up from S S I,  
GOP owned 9 %  of rhe enterprises and provided the total investment.

The registration status with the Provincial Industries Departments is summarized in the following 
table 2.3:

Table 2 .3 : Registration Status According to Product Lines

Product Line Registered Unregistered

Hosiery 7 2
Garments 4 1
Towels 3 2
Canvas 3 0
Others 8 2

Total 25 7

In total 78 %  were registered, and 22 %  unregistered.

2 .2 .4  Location Inside/Outside Industrial Estates

Out of the 32 units visited in all provinces, 14 were located in Industrial Estates and 18 out
side:

- Hosiery
- Garrrenrs
- Towels
- Ccnvcs
- Others

Inside Estate

3
2
1
3
5

Outside Estate

6
3
4
o
5

Totai 14 18
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3. Technical, Economie and Financial Analysis of Target Units

3. 1 Production and Technology

3. 1. 1 Range of Products

The range of products includes for the product lines analyzed the following products:

Hosiery:

Garments:

Towels:

Synthetic and cotton socks, underwear and T -sh irts ,  cotton double 
kn it dress fabrics, synthetic warp knitted fabrics, cotton and 
synthetic outerwear and underwear

Sh irts , blouses of synthetics and cotton , trousers ¡eans corduroy 
mainly cotton, general garments mainly synthetics, special garments 
of cotton and synthetics

Low quality cheap towels of cotton, high quality ?rry towelling 
of cotton

Canvas Canvas for sale in grey loomstate cotton; canvas, tarpaulins awnings +
(Power-loom tents mainly of cotton; loomstate coarse grey cloth of cotton,
sub-sector):

3 .1 .2  Q uality and Standardization

The quality range is from worst to best depending on type of plant, machinery and manage
ment. The worst quality is sold in the local market. The best quality is  exclusively for export 
Standardization is achieved by the best plants which have modern management and imported 
machinery. Some degree of standardization is  being achieved by the recently installed units 
of the canvas and power loom sector because of the sim plicity of the process of weaving, e.g 
the quality of raw material, counts of yarn employed, correctness of dimensions in warp and 
weft, as well as freedom from gross faults must obey established standards which are included 
in specifications and confirmed by samples.

3 .1 .3  C lassificaf'on by Markets 

3 .1 .3 .  1 Hosier/

Small s ize  units are normcl for synthetic and pure cotton socks which are sold mainly in the 
domestic marker; but socks made from high qualify materials on good machines are suitable 
for export (see Appendix Case Study No. 1).

Medium size-; units with good layour machinery and management have excellent long term 
export prosreers ?or the full range of hosier/ products; Europe, USA and Arcb countries are 
the best markets. Lower qualify and export rejects are traditionally sold in. the domestic 
marker.
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Larger sized units with excellent management and sophisticated machinery are able to export 
to a ll world markets; because the domestic market is  oriented towards price rather than qua lity, 
such companies usually specialize in  producing tor export (see Appendix Case Study No. 2).

O ve ra ll, 2o %  of total production is  exported.

3 .1 .3 .2  Garments

Small size  units mainly operate for the domestic market because their volume of production is 
insufficient for normal export orders and their quality is  too low.

There is  a fa irly  good future for well organized medium sized garment plants because the 
industry is labour intensive and wage levels are comparatively low. However, product 
quality and re lia b ility  of deliveries have to be maintained.
Large sized units, preferably with advanced foreign collaboration have excellent prospects, 
especially when jo in t ventures guarantee entry to the best world markets. Whenever possible 
such plants should be located in duty-free areas so that high quality cotton and polyestei/ 
cotton fabricas can be u tilize d  for re-export as finished garments.

3 .1 .3 .3  Towels

Small sized towel industries supply the domestic market, and the best units also export to the 
lower level of international markets, e .g . Eastern bloc countries, Africa and Asia.

Medium sized towel industries with simple imported looms are exporting to world markets 
including Europe and USA; they also se ll at low prices in the very competitive domestic 
market.

Larger sized towel industries have excellent scope for exporting upgraded terry-towelling to 
the best world markets because they are under supplied in the medium quality range. For the 
highest quality export trade the most modern machinery and technology is essential, together 
wi th specialized management. Joint ventures with foreign towel makers for production in 
dub/ free areas is recommended. However, the capital investment would be far beyond SSI 
I im its.

O vera ll, 9o %  of total towel production is  exported.

3. 1 .3 .4  Canvas

Small size canvas plants are working for both domestic and export markers with the support 
of spinners from the organized textile sector.

Medium sized canvas plants have a large and lucrative export market in the Middle East, as 
well as c good domestic marker for housing refugees in tents.
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Larger sized canvas units include sewing and finishing processes for tarpaulins, awnings and 
tents for Arab and world markets. Canvas is an excellent way of transforming cheap coarse 
yarn into an exportable product, but it  is  subject to severe fluctutations in demand (see 
Appendix Case Study No. 9).

3 .1 .3 .5  Others

Sna il size  power loom units vary from 1 -  16 simple looms operating mainly for the domestic 
market. Until recently lo  %  of their production was exported through intermediaries but 
25 %  is  now estimated to be produced for export.

Medium and larger sized units are owned directly by m ill sector companies in order to avoid 
the provisions of the labour act and thereby to reduce overheads. Such units can amount to 
2oo -  3oo machines with the support of large m ills  and under their control. They allocate 
the production to domestic or export markets according to the marketing strategy of the con
tro lling  company.

3 .1 .4  Level of Technology

The level of technology and the processes applied d iffer from one product to the other as 
described below:

Hosiery. The processes commonly applied are:

knitting of grey yarn into fabric 
fabric finishing
garment making, e .g . underwear, T -sh irts  and socks.

Sub-contracting is found in the smallest units who often kn it grey fabric for converters. 
V irtua lly  no fa c ilir ie s are available from outside excepting fabric fin ishing when required. 
The industry would benefit from properly equipped and staffed service centres in rhe main 
centres of production,, e. g. Faisalabad, Gujranwala and Karachi.

Garments. The processes commonly applied are:

preparing and cutting fabric according to patterns
sewing, including plein stitching, seaming, button sewing and bi•’•tcn-holing 
garment finishing including collar fusing, pressing and packaging.

Such operations are colled Cur, Make and Trim (CM1).

Sub-ccntrccf ng is often practiced in germenr making when a converter supplies the fabric 
and accessories for CM T, after which the same converter attends to distribution. No fac ilirie s 
ere available from outside excepting the services of sewing machine and finishing machine 
supplier's experts. Free-lance technicians also operate for rheir own account and ere iess
cash ■/.
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The industry would benefit from small service centres where instructors could demonstrate 
modern production methods and more advanced machines.

Towels. The process commonly used is  the weaving of coarse cotton yam into terry towelling 
on looms equipped with special loop motions. Ideally, for best quality, bleached and dyed 
yarn should be employed but modern package dyeing plants are not available in Pakistan for 
supply of processed yarn on cones to S S I.

Unless the loomstate terry towelling is  exported for treatment abroad, it  must be bleached 
and dyed by commission fin ishers. When returned to the towel unit the fabric is  cut to s ize , 
hemmed by overlock sewing machines and packaged.

Sub-contracting is  often practiced by converters who supply yarn, attend to outside fin ish ing 
and distribute the finished towels for export or domestic markets.

No fac ilit ie s are available to SSI towel makers from outside.

Th is industry would also benefit from properly equipped and staffed service centres in the 
main production loca lities. Such support appears to be urgently needed by firms that install 
high cost modern machinery which must be operated at high capacity and intensity to be 
profitable. The industry should be export oriented for which yarn of special twist without 
defects is  essential even for medium quality.

Canvas. The process for Small Industries consists of winding, warping, and weaving of 
coarse three ply yarns into grey fabric. Much canvas is so l-’ in loomstate for domestic and 
export markets. Some is  sent to specialist fin ishe rs for dyeing and waterproofing. Larger 
canvas makers have their own sewing and fin ishing for tarpaulins, awnings and tents.

Sub-contracting is common in canvas making by converters or m ill sector companies, who 
supply materials and distribute finished products mainly for export.

The power loom sector, of which canvas represents 5 % , is so important that it  urgently re
quires its  own service centres, especially when the industry is decentralized to purpose b u ilt 
industrial estates. The objective would be to improve export potential by active support, 
instruction of technicians, and training for management. Testing fa c ilit ie s would be needed 
for the quality control and standardisation which is essential for modern exporting.
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3 .1 .5  Plant ana Machinery

3 .1 .5 .1  S ize  of Plant

The size  of the plant (sqm) by product line is  shown in table 3 .1 . 

Table 3. 1: S ize  of Plants by Product Line

S ize  of Plant (sqm)
Product Less than

251 -  5oo 5 o l - 1,000 1,000 -
More than

Line
25o

3,ooo
sqm o,ooo sqm

No. % No. % No. % No. % No. %

Hosiery 3 9 .6 3 9 .6 3 9 .6
Garments 1 3. o 1 3. o 1 3.o 1 3.o 1 3.o
Towels 2 6 .4 1 3.o 2 6 .0
Canvas 1 3.o 1 3.o 1 3.o
Others 2 6 .4 2 6 .4 3 9 .6 3 9 .6

6 19 4 18 6 19 6 19 lo 31

In all countries hosiery m ills  ere usually very small for speciality work or very large for 
mass production. Garments are stitched in factories of a ll s ize s. Towels are woven in 
medium or large scale enterprices. Embroidery is  done in small units, but servicing 
such as sizing and finishing is  done in large scale companies.

The space per worker (table 3 .2) is  from minimum to large for hosiery. Garments need medium 
space. Towels vary from medium to large space. Canvas is a medium space weaving operation. 
Embroidery occupies lit t le  space per worker but textile  servicing requires very ample space.

Table 3.2: Space Per Worker

Space per Worker (sqm)
Product Less *han

6 -  lo 1 1 -2 5 25 - 5o
More than

Line 5 sqm 5o sqm

; 
[ 

z o v/o No. ~o No. % K 1 - 1 NUi O'/u N1 «1 NU* 0/./u

Hosier/ 2 6 1 3 2 6 1 3 3 lo
Garments 3 lo 2 6
Towel s 2 6 2 6 1 3
Canvas 3 lo
Others 1 3 lo 5 15 2 6

1 7 2 6 L-iiJ 12 28 8 24 , 19

» ; * * » * « l i t i r a G O P f l
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3. 1 .5 .2  Type of Machinery

The type of machinery depends on the production programme, technology and scale of pro
duction:

Hosiery. Different specialized machines are required for socks, circular kn itting , 
double kn itting , warp kn itting , and fiat-bed kn itting . M ainly obsolete Japanese or 
low cost local machines are found in small plants, the best and latest machines were 
seen in medium sized plants. Machines for circular knitting and sock-making had been 
copied in poor and medium quality materials. Local poor copies of obsolete imported 
machines predominate in small plants. Medium plants have Japanese, German or U K  
imported machines.

Efficiency and quality are low in small and old plants. It  was seen to be good in the 
best medium sized enterprises.

Garments. Very small plants use low cost local sewing machines wherever possible; 
high quality imported models are only used for special operations which are unavoidable. 
Medium size units generally use imported models for a ll operations, but some locally 
made machines were used for plai- stitching.

Efficiency was poor in very small plants but good for operations and qualify in large 
plants.

-  Tow els. The looms were mainly locally made, converted looms at poor quality. 
Imported looms were mainly Japanese, although one Swiss unit was visited which had 
1979 model terry looms.

Efficiency is  generally poor in operations and qt a lity .

-  Canvas. Locally made power looms or recent imported looms were installed.



-16  -

3 .1 .5 .3  Age Structure and Condition of Machinery

As can be seen from table 3.3 the age of machinery differs from branch to branch. Some 
branches such as garments have only recently developed to the present s<ze. Machinery 
and equipment is normally good to fair.

Table 3.3: Average Age and Condition of Machinery

Product Age Structure Conditi on of Machinery
Line

Average 
age -  years

No. of 
units

%
Average 

age -  years
No. of 
units

%

Hosiery o - 5 3 33 Good 3 33
6 - lo 2 22 Fair 5 5 5

11 -  2o 2 22 Bad 1 1 2

above 2o 2 23

9 loo 9 loo

Garments o - 5 4 8o Good 4 8o
6 -  lo 1 2o Fair 1 2o
11 - 2o 
above 2o

Bad — —

G loo 5 loo

Towels o - 5 2 Good 1 2o
6 -  lo OX. Fair 4 8o
1 1  -  2o 
above 2o

1 Bad — “

5 loo 5 ¡ 0 0

Canvas o - 5 1 33 Good 1 33
6 - lo 1 33 Fair 2 67
1 1  -  2o 
above 2o

1 34 Bad

3 loo 3 loo

Others o -  5 5 5o Good 7 7o
6 -  lo 4 4o Fair 2 2o
11 - 2o 
above 2o

1 lo Bed 1 lo

' lo lco lo loo 1

GORA GOPA ,111 ! f



çj m
n I

- 17 -

For the product lines in question the following age structure can be quoted:

Hosiery: The average age is lo -  2o years and condition is poor except in best
plants which have recent imported German or UK models.

Garments: The age of local machines varied from 2 - 7  years; their average age was
4 years.

The age of imported machines varies from 3 - 9  years; their average age was 6 years. 

The imported machines were of German and Japanese rakes.

Towels: The average age was 9 years, with one recent Swiss exception where all
looms were new.

Canvas: The average age of canvas looms was 9 years in the plants visited.

3.1 .5 .4  Capacity Utilization

As to the degree of capacity utilization (figure 3.1), 37.5 %  of the units were working at 
almost full capacity; this was due to the weaving mills which normally operate at or above 
8o %  efficiency. 47 %  were working at 5o %  or less owing to low capacity in hosiery, 
textile servicing, carpet yarn spinning and embroidery. This result is due to the prevailing 
recession.

Figure 3.1: Capacity Utilization Per Product Line

-OO''
Tj-
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Based on the number of units visited per product line the average capacity utilization for 
the respective units was:

hosiery 47 0//O
garments 56 %
towels 7o %
canvas 78 %
others 47 % .

3.1.6  Technological Constraints

3 .1 .6 .1  Technical Aspects

The frequency of break-downs of machinery in hosiery, towels, and canvas was high because 
of the relatively poor quality of most machinery and plant. This did not apply to the garment 
industry which depends on the reliability of sewing machines which was generally good.

The most frequent cause of break-downs was electrical failure.

The cost of repairs appeared normal; low labour cost balanced high material cost.

Imported needles of all kinds, local shuttles, straps, picker sticks and reeds were frequently 
required, as well as electrical parts for imported machines« Imported needles were in short 
supply. Local spare parts were readily available for many uses, but poor quality resulted in 
excessive breakage. The cost of local spares was reasonable but imported spares for machines 
and electrical equipment were very expensive and difficult to procure.

3. 1.6.2 Q ualify and Quality Control

Quality control cpart from visual checking is practically non-existent except in the ad
vanced companies. 3

3. 1.7 Working Conditions

Working conditions range from very bad in hanaloom and some power loom units to very good 
in modem medium sized plcnts. The old weaving sheds in Foisabad, Hyderabad and Karachi 
were crowded, poorly illuminated and unsanitary. Small knitting plants were similarly 
bad. Garment plant: were satisfactory and the medium sized towel plants were passable.

CiOPAGIIPA GOPA
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3.1.8  Main Problem Areas

The basic problem with production and technology is that advanced modern machinery is too 
expensive and too little understood by the people who operate them. The Werner Report spelt 
out the precarious condition of the modern sector, and the G O P A  light engineering industries 
report gives full and detailed information.

The informal small industry sector suffers to a lesser degree from obsolete machinery in poor 
buildings with consequent poor productivity and doubtful quality. It can be, and is being 
overcome by upgrading locally made machinery and by putting it to use at different locations 
on new industrial estates.
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3.2 Material and Components^

3.2.1 General Remarks

The major input is local raw cotton which is converted into the yarn used by small and big 
textile industries.

The supply of raw cotton is adequate for current export and domestic consumption. The 
area under cotton has remained constant for the past ten years in spite of the low official 
price compared with world quotations. The yield per hectare has been constant for twenty 
years at the modest figure of 3oo kgs, although there have been unusual variations since 1975.

The quality of ginning is bad, largely for lack of machinery maintenance and poor manage
ment; the excessive waste, leaf and trash has a direct effect on spinning productivity and 
yarn quality. However, it is a very strong fibre with a good Micronaire reading over several 
years, indicating maturity. The staple length averages only 28 mm which makes it suitable 
for counts up to 2o 's, although it is actually used for finer counts such as 3 2 's NE. It is not 
considered suitable for blending with Polyester staple fibre, but attempts are being made to 
develop longer strains. Great importance should be attached to this campaign of seed selection 
and bulk planting.

As clearly stated in the Weiner Report the cotton price is highly competitive by world stand
ards. It is hoped that it will continue as this is the spearhead of the successful yarn and fabric 
export policy.

Cotton yarn is the basic  raw material of the SSI textile sub-sector. It is a disaster for small 
industry that the terms of pcyment are net cash or even payment in advance for special yarns.
If SSI can negotiate 15 or 3o days credit from the mill sector the interest charge is 3 %  per 
month. The raw material costs per unir are estimated on the basis of the annual sales in table 
3.4.

Table 3.4; Estimare of Row Material Cost (Mcinly Cotton Ycrn) Based on Sales per Unit 
i n  Each Product Line

Product Line
S a l*» ,/  U n it 
P.S 1,000

X  75 %  = 
N e t Return

X  7 6  %  =
Row Material Cost

Hosiery 6 ,4 3 4 4 ,8 2 5 3 ,6 6 7

Garments 3,ooó 4"T*T £.,+/ t ? Otil, r vwv

Jewels 3,c4o 2,28o 1,733

CiTJvCS 8 ,/2 o 6,54o 4 , 7 7 o

C tr.e rj !,So 5 Ì ,2o4 915

1) P e f .  : Case -*u a y  i o ,  Vertical integrated Textile M ill ^Ânnsx I I ) .  

Ref.: Case study 11, Large Integrated Textile M il! ÍAnnex ||).

r; i; i r a !  :  : NS I Jl.ro tuGORA GORA oON.'.r GORA
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3 .2 .2  Row Moterials Used Per Product Line

The chief raw material is based on local raw cotton and is single yarn For hosiery and towels; 
it is 2-p ly  and 3-p ly  yarn for canvas and woven fabric of all kinds and qualities for garment 
industry. The normal counts end qualities employed by product line are as follows:

Hosiery

Sockrr.cking

Underwear

Double Knitting

Warp Knitting 

Outerwear

Raw Material 

Cotton

2o -  4 c / 1 carded 
3c/1 -  4 c/1 combed

1c/1 — 3c/1 carded 
2c/1 -  3 c/1 combed

5/1 -  3 c/1 carded

Synthetics 

4o denier nylon

l5o denier texturized 
polyester

4o -  15o denier nylon

Garments

Shirts-

Blouses

Trousers

In woven cloth form

2c/l carded yarn 2c/1 - 4 c/1 P/C blend

2c/1 -  4 c/ 1 combed yarn 3c/1 -  44^1 F/ C  blend

8 -  1^/1 carded yarn 
(corduroy +  denim)

Towel s

Stcndard qual tties 

Canvos

Coarse qual i ry 
Finer auclTty

1c/1, one* 2c/2

lc/2-p iy, îc/3-p iy  
12/2-ply, 12/3-pl y*
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3 .2 .3  Stocks of Raw M aterial

Stocks of raw material are usually not maintained over a longer period. The majority of the 
units kept stocks only up to 2 weeks, and some did not keep stocks at all (table 3.5).

Table 3.5: Row Material Stocks By Product Line

Product Line no stocks 1 week 2 weeks 4 weeks
above 

4 weeks

Hosiery 3 4 1 1
Garments 1 4
Towels 1 2 2
Canvas 1 1 1
Others 3 2 2 1 2

Total 5 7 13 4 3

Yarn stocks are non-existent or inadequate because small industry is chronically short of 
working capitcl.

3 .2 .4  Main Problem Areas

The main problem areas are lack of adequate credit, e. g. sufficient for 1 - 2 months working 
stock, and the complete dependence of small industry on the mill sector for supplies of yarn.

Certain specialist textile sectors including hosiery, towel and canvas sub-sectors require 
guaranteed supplies of soft twisted yams containing few faults; only two mills cater for the 
special requirements of hosiery and towels; the canvas sub-sector needs better quality 
twisted coarse y a r n s  f o r  successful penetration of export markets.

Very specialized export mills with the latest costly production machinery require regular 
supplies of high quality synthetic yams as well as synthetic blends with medium staple raw 
cottcn.

The gcrment indusrry can only flourish if good quality fabrics of all sorts, and especially 
finer count polyester cotton blends are regularly avciJabie, on reasonable credir terms. 
Future gcrment industry exports will largely depend on the cvailobility of such high 
qualiry, reasonably priced fabrics. The domestic market is accustomed to the present 
aualiry cf garments; -hese are mainly traditional.

r.CIPft • i ' ; - j  ! t /-• r I ' GQPA f.O NSr GORA
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3.3 Manpower, Management and Organization

3.3.1 Manpower

3.3 .1 .1  Employees By Category

The structure of manpower is compiled in table 3 .6  for each product line. 

Table 3 .6 :  Employees By Category

Hosiery

^  " - ^ U n ir  N o . 

Category

Punjab 

1 2 3 4

Sind

6  8 9

N W F P

5 7

Baluchistan

S ta ff 4 3 3 15 3o 1 1 15 2
Sk ille d  workers 5 6 lo loo 15o 4  4 5o 7 -
Unskilled workers la  6 17 51 15a - 35 - -

To ta l 19 15 3o 166 33o 5  5 loo 9 .

Garments

^ " '~ "~ J J n it N o . Punjcfc Sind N W F P Baluchistan
Category lo  11 12 13 14

S ta ff 6 6 12 1 4 „

Sk ille d  workers 35 lo 15 9 6o - - -
Unskilled workers lo  6 8 2 36 - - -

Total 52  22 35 12 loo

Towels

^ " " ' ' " " J J l i i t N o . Punjab Sind N W F P Baluchistan
Category 15 16 17 18 19

S ta ff 8 11 3 2 13 _ _
Sk ille d  workers 35 27 2o 14 5o - -
Unskilled workers 35 22 2 27 - -

Total 78 6o 25 16 9o

Convos

■—^ i jn ï t  N o. Punjab Sind N A FP Baluchistan
Category 2o 24 25

S ta ff 4 5 2o _ »
Sk illed  workers 16 2o 3oo - - .
U n sk ille d  workers 5 15 8o - - -

w 25 4o 4oo
1__________________

Others

--JJn itN o .
Category

Punjab
26 27

Sind
21 22

N W FP
23 28 29

Baiu
3o

chisron
31 32

S ta ff 12 12 4 2 1 4 9 ' 18 5 3
Sk illed  workers 8 5 - 8 6 4 8 lo ¡18 5 2
Unskilled .vorkers 29 31 - 5 4 4 8 36 5 - -

Tcral 49 48 - 17 12 9 2o 55 141 lo e
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Supervisory capacities in smcil industry are filled by entrepreneurs and members of their 
immediate families. The scale of such SSI does not admit employment of professional general 
supervision.

Aaministrative/general positions are usually in the hands of the proprietors although pro
fessional accountants are found In medium sized SS i. They appeared to be efficient. Part 
time accountants are used by small SSI.

Technical positions are either occupied by members of the proprietor's family or by modest 
proctical technical staff.

3 .3 .1 .2  Qualification of Technical Staff

Some SSI proprietors were found to be highly educated with academic background. Some SSI 
technical staff had received vocational training and there were mcny cases where they had 
received short periods of technical training abroad in suppliers' factories^.

3 .3 .1 .3  Employment by Term and Remuneration Structure

Supervisory, administrative and technical staff were monthly paid in SSI with few fringe 
benefits except cnnual bonuses of around 1 - 1  1/2 months salary.

Production workers were relatively well paid on contract basis, normally by piece rate, 
linked with production of good work. Unskilled workers and learners were poorly paid in 
all r  ‘¡Is visited.

Remuneration Structure (Rs./Month)

M in . _____ M cx .____________ Average

Learners 35c 4oo 375

Unskilled workers 4co 6oc 5co

Ski 1 led workers 8oo 1,3oo 1, o5c

Supervisors o o 1, loo 9oo

Techn i cion: 1 3,oco 2,25c

1; 2c fs of technl:cl staff are scec:aii zed in Pun;ab
33 'o  of fee hr.: cal staff are specialized in Sind
5 ”b of technical steff are specialized in NV/FP

Source: U N ID O / 3RD srudv SS ! !AC?, O o - t CO
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3 .3 .1 .4  Avai I ability of Skilled and Unskilled Workers

There are ample numbers of workers in and around all the traditional textile centres. They 
are excellent workers when organized by competent management. M any are skilled according 
to the local concept of skill which is quite different from that of more industrialized countries 
such as U SA  and the more advanced European countries.

Manpower is available in large numbers; it is the function of management to train them in 
technical skills and efficiency.

3 .3 .1 .5  Fluctuation

Overall manpower turnover rates are at least normal by world standards because the labour 
supply is ample and satisfactory employment is hard to find.

The hosiery and garment industries are much subject to seasonal fluctuations which could be 
reduced by determined efforts to develop export outlets for a substantial share of pro
duction. Very small industries unfortunately cannot avail themselves of this method of re
ducing fluctuations in production and sales.

The output of towels and canvas shouid be deliberately harnessed to export outlets because 
markets exist for lower and medium qualities; such exports are very attractive to Government 
because they represent a simple way of valorising an abundant agricultural resource - 
cotton.

3 .3 .1 .6  Training Requirements and Facilities

Training in its fullest sense is most important and adequate measures to improve the pre
vailing situation should be implemented. Degree courses and technical training courses are 
available in the Punjab and Sind. There are commercially oriented courses in weaving and 
textile finishing, but no research is carried out. The primary object is to train textile 
technicians for the mill sector. The G O P  has a network of training facilities for handi
crafts end carpet making. These existing training facilities sponsored by G O P  end the Textile 
Institute require fullest possible support and encouragement.

The training needs of small textile industries require a new positive cpproach by concentration 
cn their practical needs. They should be available in or near to the main SSI textile centres 
such as Faisalabad, Gujranwcla, Lahore, Multan, Kasur, Hyderabad, Karachi and Pesha- 
wer. Ideally they should be located cn Small Industries Estates in the form of Technical 
Service Centres equipped with the most commonly used machines under the charge of trained 
textile specialists, whose chief task should be to train technicians and foremen for SSI units. 
They should be ecuipoea with locally made and suitable imported machines so that the demon- 
srraters could illustrate the use of both local and more advanced technology. Each Service 
Centre should also be equipoed with a suitable range of testing machines under the care of 
fully trained instructors. The emphesis should be cn basic practical training of immediate 
appiicaricn to S3!.

i  <i (  ' V i  V
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3.3.2.1  Entrepreneurial and Business Related Experience

Management was usually in the hands of SSI proprietors and their immediate male relations. 
Most entrepreneurs had commercial experience before embarking on small industries. Edu
cation ranged from basic to university level in medium scale units. A s entrepreneurs they 
were invariably well informed as to their own businesses, courteous and intelligent. But a 
purely commercial background did not prepare them fully for industry. In particular they 
are lacking knowledge on advanced production processes and division of labour.

3.3.2 Management

3 .3 .2 .2  Motivation and Business Intentions

Management, i. e. the proprietors, were determined to make a success as independent small 
industrialists through concentration on the profit angles the best proprietors wished tc expand 
into ownership of medium sized industries as soon as possible. M any  were prepared to co
operate with chosen similar proprietors to achieve success by association for cooperative 
buying and selling.

3 .3 .3  Organization

Organizational aspects can be subdivided into those related to

Accounting and Record Keeping: Small industries generally kept simple accounting for
the proprietor's benefit. Record keeping was also of the simplest kind. The tendency 
was for medium sized units to have full accounting with double entry bookkeeping but 
very small industries relied on the occasional services of outside accountants.

Work preparation /  Specialization of Labour: W inding processes were usually a llo 
cated to children. Production processes were usually done on piece-work by trained 
workers. Auxiliary workers performed menial tasks.

Motivational Asoects: Contract workers took care of the important job of production.
The proximity of the proprietor kept the other employees up to the mark.

GORA (  ( GORA i.ONSHI GORA f/’NMU :OPF
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3.3.4 Main Problem Areas

From the foregoing statements the main problem areas in the field of manpower and manage
ment may be summarized as follows:

Manpower: Ample supply of docile non-unionized workers resulted in few problems ex
cept the basic constraint owing to prevalence of illiteracy.

Management: The proprietor was indispensable -, for reasons c (  scale he was a general 
factotum-, in his absence no information was available and nothing out of the usual 
routine was allowed.

Organization: Smallness of scale only allowed the most rudimentary organization; but
the simplici ty of most SSI activities only called for the most basic organization which 
had the advantage of reducing overhead costs.
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3.4.1 Demand and Pattern

3.4.1.1  Structure: Products /  Product M ix

Smallness of scale automatically limited the number of products per unit in the individual 
product lines:

Hosiery: The machinery installed had a limiting effect on the possible choice of end
products, e. g. different types of machinery constrained each unit to keep to special 
fields such as warp knitting, double knitting, sockmaking or circular knitting with own 
garment making.

G arments: Small plants were most successful when they specialized in shirts and 
blouses, trousers, or traditional Pakistani garments.

Towels and canvas: These weaving operations were only capable of producing one type
of product per unit.

Others: Power loom plants specialized in wide sheeting, printcloth or dress fabrics,
Each unit averaging 12 power looms normally limited themselves to one count and con
struction. This specialization is essential when working for export-, small changes in 
widths and constructions were made for each order, but there was little choice in raw 
materials which consisted of low quality coarse cotton yarns.

3.4 Demand and Marketing (Domestic Morket/Export Market)

3 .4 .1 .2  Substitutes

Yarn is only available from mill sector in a small range of counts with few differences in 
quality. Cotîon was the predominant raw material and polyester /cotton blends were generally 
unavailable to SSI which had to be contented with whatever happened to be available, in only 
one basic twist, i. e. hard twisted for weaving. Towel and hosiery mills were prejudiced by 
the shortage of suitable yarns, and by the absence of package bleached yam on cones.

3 .4 .1 .3  Prices

Oversupply in the domestic market has depressed prices, which are standard! zed fcr cotton 
fabrics at low levels, which are well known to SSI owners . Prices for expert are in the 
hands of agents especially in Karachi and raisalcbad. They do not necessarily bear any 
direct relation to world prices.

1) Average yarn prices October 197?:
Hosiery: ' 2o/l: Rs 11/ib-, 32/1: Rs. 12.¿/lb
Garments: Denim cloth Rs 46. ^m t }  Corduroy Rs 55.o/mt
Toweis: lc/1 : Rs 9.o/!b; 16/1: Rs lo/lb; 2o/2: 12.¿/ lb  
Canvas: 1 c/ 1: Rs 9 . 0 /  lb; lo/2: Rs 9 .5/lbj lq/3: Rs 11,6/lb

GOPA CyNSUnAN" GORA CO N C F- 1 GORA COMCDl roc
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Domestic market consumers buy through retail shops supplied mainly by wholesalers who buy 
from SSI. Some larger units sell partly through local wholesalers and partly direct to re
tailers. Export sales are made through agents in Karachi and Lahore.

3.4.1.4 Consumers

3.4 .1 .5  Seasonality

The domestic trade is highly seasonal as there are traditional times for buying linked to re' 
ligious and social fesrivals. The export trade depends on the buying programmes of im
porters abroad who establish exact delivery times to meet the distinct summer and winter 
seasons.

3.4.2  Marketing

3.4.2.1 General Market Potential and Prospects/Trends

The low capacity at which hosiery, garments and towel industries are working for the 
domestic mcrket is proof of saturation; there is no apparent reason for improvement unless 
exports can be generated to relieve domestic market congestion.

The market potential for canvas is very promising. The canvas market already indicates 
what a healthy export trade can do. After a dismal period when many SSi canvas units 
closed, the world den,and for canvas, which is unfortunately the result of instability in 
the Middle E a s t ,  has become so strong that many units are working on three shifts; 
several export tentmakers are unable to satisfy the demand.

It is difficult to assess the general potential of the immense power loom sector but units 
visited who have installed wide automatic looms are working at full capacity on sheeting 
and general coarse grey fabrics. The best units, and oniy the best, are exporting every
thing they can weave, through specialist agents. A  detailed market forecast, however, 
could not be made due to limited time available for this study.

3.4.2 .2  Description of Markets

3.4.2.2.1  Domestic Market

The busiest retail outlets are located in bazaars which ere large groups of medium and 
small sized shops in and around the city centres. In each large city there are special 
streets, buildings and stalls which only deal in textiles, which represent the most important 
retail activity in the country. Owing to its size and population Punjab Province is the pre
dominant textile distribution locality. Faisalabad is the biggest v/holesale market which has 
made the growth of 3Si textile units possible. Punjab is estimated to have 7o %  of the 
trade followed by Sind with 25 % ;  the remaining 5 %  is distributed in NW FP, including a 
small proportion for Baluchistan. *
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3.4.2.2.2 Export Market

Overall production was static, but the SSI power loom sub-sector was estimated to export 
lo  %  of its production in 1975 but it has recently been exporting about 25 % .  This in
crease is partly at the expense of the mill sector where the number of working looms has 
declined from 34,ooo to 16,ooo in the past 4 years, i. e. *he dynamic and aggressive 
SSI weaving mills, which operate with very low overhead costs, have taken away quite a 
market share from the organized mill sector weaving departments.

3 .4 .2 .3  Marketing Mechanisms 

Distribution Channels

Ow ing to the small scale of SSI units the majority of units have to sell through local whole
salers. Exports go through specialized agents located in Karachi and Lahore. But medium 
sized firms try to export direct to foreign buyers in order to achieve higher pri ces. The 
important distribution channels are compiled in table 3.7.

Table 3.7: Important Distribution Channels by Product Line

Distribution Channels U n iti
Product
Lino Wholesaler

Commission
Agent

Retai 1er Job Order
Direct to 
End User Exporten Total

No. % No. 1 % No. J % No. 1 % No.
%

No. %

Ho»i»ry 6 .5 7 2 0 .5  J 6 1.5 ! 16 o . 6 »

Gonr>ent» 1.5 30 1. o ! 2o 0 .5  \ io l .o  i 2o 1.0 2o e

Towels 2.c 2.0 j 4o
i 1.0 2o 5

Cony a»
I 1 2 47 1 3J 3

Ofhen 1 , ; [ 'o 3.5 35 2.5 25 2 2o lo

Tofci
L 'n ift lo  !

I

4 .5  ,
3 ! «•5 ;

i
7 1

J
3 j 32

Ovoroii % - 32 1 ! u ! 9 .
M

__________
22 ! 9 loo
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Wholesalers and commission agent*- '-.-..cir most distribution of hosiery, garments and 
towels; the remaind“- ''.c-nied by retailers or direct to end user including job orders 
for former.;- industry.

Canvas is either direct to tent makers in the case of small units or to exporters in the case 
of larger weavers who have finishing and tent-making.

Others include 3 service industries w orking exclusively on ¡ob orders, and 2 weavers who 
are selling direct to exporters.

Sub-Contrae ting /  Job Orders

Ow ing to chronic shortage of working capital many SSI work on job orders received from 
textile converters who supply the raw material and take delivery of grey goods. In some 
cases the converter arranges cloth finishing from commission finishers. Other SSI units 
work on ¡ob orders from the organized mill sector who can get weaving done for them 
cheaper than they can weave themselves, owing to the low overheads and lower wages in 
the SSI sub-sector. Sub-contracting is most common in the hosiery and canvas industries, 
which have high production potential without adequate working capital.

3.4.2. 4 Prices (Existing Structure /  Trends)

Prices for domestic trade depend on market factors which are currently depressed by over- 
supply and lack of local demand. Export prices in this saturated market are at the mercy of 
intermediaries unless the size of the producer and the quality of fabric allows him to export 
direct.

3 .4 .2 .5  Competition

A ll product lines are facing heavy competition from outside;and also competition is intense 
amongst SSI producers themselves. There are mainly three groups of competitors:

Versus Large Scale Domestic Producers: The comoeritive power of SSI units is so severe
that the mill sector has been forced to cut considerably its weaving capacity, as men
tioned above.

M ills closed down cue to:
11 Fear of nationalization

2 )  Lack of modernization since 1972
S'; Pressure from new producing centres such as Taiwan, Hongkong, 3. Korea etc.

Ve rsus imported Products end Substitutes: The amount of texti !e imoorts Is limited to
ccnrraband in t.ne case of fabrics, cna is nor important to SSI concerns as it consists 
of Hicn cuality fashion gcods wnich SSI cannot produce. Substantial imports of used 
garmc-nrs are an ennoyance to the small and weak germent industry.



In Export Markets: The voiu a® of hosiery goods, towels and canvas exported is in
significant compared with world market cem<-.rH. Very active export policy in these 
sectors would result in resistance from markets thar are promoted by quotas such as 
EEC and USA.

The recent increase in exports of low cost power loom grey fabrics is in direct com
petition with India, China ar.d Eastern Bloc countries. Pakistan appears to be able 
to compete successfully because of the advantageous cotton price differential.

3 .4 .2 .6  Market Potential and Development Prospects
•

Few countries could compete with exports of textiles from Pakistan based on small industries 
provided that they are given sufficient encouragement, and practical support on a selective 
basis. Assuming that G O P  will have the assistance of U N ID O / IBR D  to underpin the weak 
points of the textile SSI structure, it is realistic to assert that market potential for ex
ports of hosiery, garments, lowels and canvas is favourable, i. e. at least twice the present 
entire output of these sub-sectors. But marketing studies are required to discover the best 
outlets. Development will depend directly on action. In the present condition and under 
obvious existing constraints SSI exports can be expected to be stGtic except for windfalls 
caused by stable world demand for canvas. But positive assistance to such a dynamic sub
sector could have remarkable results. Improvements in quality are most essential if exports 
are to grow satisfactorily.
Marketing potential for the over-supplied domestic trade relies on the increase of population 
and hopes of an increasing standard of Kv';

3 .4 .3 Main Problem Areas

The domestic market is kept fully supplied by customary sales from SSI to wholesalers who 
resell to rerailers. SSI units are in a weak position because of size end lack of working 
capital^ consequently the wholesalers are in a position to exploit them. This could be 
mitigated if associations are formed by groups of units in text! le localities, for the pur
pose of bulk buying and joint selling.

Similarly the very experienced export agents in Karachi, Lahore and Faisalabad are in c 
very strong position compared with the small textile industries. It can be coreseen that the 
larger associations could negotiate export orders direct with importers abroad on behalf of 
members.

The nature of SSI textile products in Pakistan is currently linked to available yarn (i.e. 
coarse, limited in  choice and poor in quality). The yarn is restricted to low quality coarse 
counts because of the short staple length and bad ginning of cotton. Unavailability of proper 
hosiery yarns and synthetic/cotton blends impose further limitations which all conspire to 
restrict exports to the lowest quality range in the world wirh a few notable exceptions 
illustrated in case studies^'.

1) See case studies Ï end 2 (Annex 2).
Source: Cotron Textile Industry Centre DP/PAK/71/562) Marketing Problems of the 

Small-scale Power Loom Industry (U N IDC )
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Future marketing and development prospects must depend on correction of basic weaknesses 
of production and management in the whole textile industry including the mill sector.

3.5 investment and Financing

3.5.1 Capital Structure

The investment figures, as compiled in table 3.8, are based on present values. Hereby 
the figures of the different companies whose assets have differing initial investment times 
become comparable.

Table 3.8: Fixed Assets/Total Investment Ratio by Product Li ne (Rs. 1 ,ooo)

Product
Line

No. of 
Units

Fixed
.Assets

Working
Capital

Total
Investment

Ratio
Fixed Assets /  
Total Investm.

Hosiery 9 29,29o 6,52o 34,81o o. 84

Garments 5 6,626 1,5oo 8,126 o.82

Towels 5 32,746 2,285 35,o21 o.94

Canvas 3 24,49o 3,5oo 27,99o o.87

Others lo 16,395 2,o4o 18,435 o.89

The above figures illustrate the acute and general shortage of working capital. The ratios: 
fixed assets /  total investment range from o.82 -  o.94.

3 .5 .2  Sources of Funds and Type of Loans

Similar to the other sub-sectors in question loans do not play a major role in financing small 
scale industry. About 5o -  6o %  of the capita! being contributed by the entrepreneurs and 
their families out of the units visited ere:

sole proprietor: 75 %

equity partnership: 2o %

ltd. companies: 5 % .

Sources of funds are inadequate. IBRD is the main source . long-term caoital for fixed 
assets. ID8P offers under a special scheme to SSI unit long ; jrm credits, repayable over 
5 years at 3.5 - io  %  interest p.a. on mortgage of ail fixed assets. The inteiestrate for 
purchase of local made machinery is 8 ,5% . In all other cases an interest rate of 11% 
is charged.
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There are only limited funds for working capital because commercial banks are not 
oriented towards SSI and are not organized to serve tens of thousands of individuals who 
are notoriously short of funds. Most of the units claimed that the rate of interest charged 
by commercial banks being 13 or 14 %  is too high and the collateral requirements are not 
in favour of the industry at all. This situation reflects the fact that only 11 %  of total loans 
are short term capital.

3 .5 .3  Availability of Capitol with Regard to Modernization /  Replacement (dalancing)

Judging from the lack of interest on the part of SSI proprietors, capital is generally not 
availcble for balancing, expansion and diversification, except from IDBP in special cases. 
SSI units visited in the hosiery and towel sub-sectors received no long-term loans and few 
short-term loans for working capital. Two garment makers had received long-term loans 
from IDBP. Long-term loans from suppliers with repayment in foreign currency are too 
dangerous. IDBP had advanced money for fixed assets in the canvas and power loom sector; 
canvas is a logical sub-sector to e courage because it has now got a flourishing export 
market, based on a simple weaving process with large output and high value added. But it 
shouid be remembered that the domestic and export demand is not stable. IDBP has recently 
lent substantial long-term loans for fixed capital to 4 new enterprises located in good land 
and bui Idings on a recently completed Industrial Estate in Peshawar. This experiment in de
centralization has been so well planned and executed that it can be cited as a model of 
what can and should be done. It has been made possible by a high capacity warping and 
sizing plant financed by Government.
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3 .5 .4  Cost Structure

The cost structure shows o pattern that changes from one product line to another, depending 
on production programme. According to figure 3.2 all product lines have a high intensity 
of material consumption, in the first place canvas, followed by garments and hosiery. The 
cost for manpower are ranging between 3 %  and 13 %  (hosiery). The profit margin may, in 
exceptional cases (canvas), reach 2o % ,  but is generally rather low.

Figure 3.2: Cost Structure by Product Line
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3.5.5  Profi tability

As far as could be ascertained from many conversations:

SSI hosiery such as socks and underwear is not profitable because the markets are 
visibly over-supplied. In one large district of Faisalabad every space is 
filled with locally made sock-making machines and large unsold stocKs.

It was estimated by local sockmakers that lo,ooo machines had been installed, working 
at low capacity. The warp knitting sector is also over-supplied.

Only intelligently specialized knitting and garment making plants, with attractive 
designs, appeared to be profitable. The most obviously profitable units were those 
that had succeeded in the SSI sector in spite of intense competition; outstanding 
management had modernized and diversified by ploughing back profits, and had ex
panded rapidly to emerge into medium scale industries with total investments well in 
excess of Rs 3 ,000 ,000  (excluding land). Such firms usually become limited liability 
companies, with the beginnings of professional management. It is they who start to 
have the scale, ability and muscle for achieving worldwide exports (see case study 
N o. 2 ., Annex 2).

SSI garment makers face severe competition in the domestic market from legions of small 
toilers who are struggling to maintain their independent existence. It is not profit
able for those that have not adjusted their way of working to the new management 
psychology required in order 'c survive as garment makers, in a market used to tra- 
di tional clothes made at homt' or in small tailoring workrooms.

Once again the successful innovators in this industry, which is new for Pakistan, have 
created very profitable garment businesses by shter ability. Some specialize in the 
very varied fashion end based on novelty and design; others have selected classic 
garments like shirts, blouses and trousers; by application, correct layout and machinery, 
and efficient worker training.

SSI towel makers find the domestic market unprofitable owing to intense competition 
by many units chasing an over-supplied market; they are only capable of making low 
quality towels with their obsolete machinery and inferior raw material. The world ex
port markets in the quaii ty that they produce confines them to the lower end of the 
market where competition is fierce.

The local market for cheap canvas has been over-supplied; many units closed down 
because they were making losses owing to lack of demand.

Very recently export markets have picked up and canvas is profitable for those that 
can secure regular supplies of suitable yarn and work in accordance with agreed 
specifications. The mill sector is sub-ccntracfing SSI units to weave standard canvcs 
as it has become profitable.
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Some successful SSI units have developed into weaving and tent-making plants For 
which the investment is far greater than Rs 3,ooo,ooo. Such units, which usually 
become limited companies can execute direct export orders on which the profit margin 
is thought to be high at present.

3.5.6  Overall Entrepreneurial Attitude Towards Financial Management

Small industry textile concerns are numbered in tens of thousands. In a past study 
their proprietors have been referred to as uneducated owners with no recognized trade, 
operating a fractionated mushrooming industry which is neither export oriented nor marke
ting oriented.

The investigation of these industries however gives a completely different picture.

The result of talking to many enterepreneurs and seeing a large number of uni.s, particularly 
in sock making, hosiery, garments and weaving operation.» has given the impression that the 
proprietors and partners are hardworking, dedicated, intelligent people who are struggling. 
Their time is spent in trying to arrange raw materials and trying to sell in a domestic market 
which is glutted, or in export markets, where the majority of units cannot compete. Both 
buying and selling present almost insuperable financial problems because suppliers demand 
cash on delivery, and buyers want 2 - 3  months credit. In spite of such difficulties SSI sur
vive and have been the most dynamic sub-sector in recent years, especially in the power- 
loom sub-sector.

Because it is nearly impossible for them to borrow working capital from banks and institutions 
they have to rely on their own resources including the scanty savings of their relations.

One result of this untenable financial situation has been the stimulation of exports, because 
Government sponsored facilities of discounting Letters of Credit at concessionary interest 
rates provides one of the only possible lines of credit for working capital. This must account 
for the increase of exports from the sub-sector. The interest rate is extremely attractive at 
3 %  p . a .

3.5.7  Main Problem Areas

The problem areas in the field of investment and finance may be summarized as follows:

Capital Structure: Most of the units visited are under-capitalized. There is an enormous
lack of adequate capital for balancing,modernization and expansion. Furthermore the 
SSI units are unable to cover their working capital demand which hampers their activities 
as they are confined to day-to-day transactions.

Institutional Lending: Any further development of the sub-sector implies the assistance
from the financial (ending institutions. Up to now, however, unfavourable lending con
ditions (high interest rates') as we 11 as complicated and lengihy procedures do not en
courage the entrepreneurs to borrow money from a benk. Apert from that, many entre
preneurs are reiuc.ant to apply for a credit because of religious scruples.
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Profitability: It was indicated that the smaii industry textile sub-sector has shown
little profit recently, with the exception of certain specialized concerns. The very 
tight financial situation and disappearance of working ccpital are the best proofs of 
meagre profits.

From a general economic point of view it is unfortunate that low cr non-existent 
profits can only result in stagnation; small industries owned and run by individuals, 
without access to credit, can or.ly rely on profit as the source of balancing/modern
ization and expansion. Past history of the sub-secior has proved that it is dynamic, 
and biased towards auto-development through tne ploughing back of profit.
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4. Evaluation of Main Problem Areas, Analysis of Interdependencies and Overall 
Development Prospects

4.1 Rankings and Structure of Problem Areas

O f the main problem areas: supplies, production, manpower, marketing and finance, those 
which were found to be most problematic over the average of all firms were mainly finance, 
supplies and marketing (fi gure 4.1), whereby considerable differences were found to exist in 
between the investigated product lines. Figure 4.2 summarizes the structure of each problem 
area for each of the product lines.
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4.2 Potential for Growth

The domestic market is saturated with the textiles traditionally consumed in Pakistan; there 
is little prospect for growth excepting population increase and possible improvement in 
living standards.

The potential for growth is in exports; it is the f. it G O P  priority to increase exports in 
order to improve the balance of payments; this makes *he investigation of constraints a 
m a t t e r  of first importance.

4.3  Specific Constraints and Requirements as to:

4.3.1 Technology

There are two alternatives for correcting the admitted weaknesses of textile technology in 
both the organized (modern) mill sector and the unorganized (informal) power loom and small 
industry sector.

M ill Sector: Little doubt can be cast on the factual investigation carried out by
Werner International in 1977/78. In depth visits to three representative large mills con
firm their findings as to the inadequacy of the technology employed. This survey is not 
concerned with the mechanics of up-dating mill sector technology, but the SSI sector 
has a legitimate interest in the health of the mill sector because it depends entirely on 
the spinning mills for its lifeblood -  cotton yarn, representing 7o - 8o %  of its manu
facturing cost.

SSI requires constant supplies of cheap, coarse yarn of quality suited to exports of 
hosiery, garments, towels, canvas and other grey fabrics. To satisfy the modest re
quirements of small textile units the mill sector should:

. insist on better cotton ginning

. insist on better cotton research and development

. equip its mi Us to produce a full range of standard yarns of cotton and blends

. ensure that yarns are clean, regular and strong in accordance with accepted 
world standards

, produce such yarns under controlled conditions without excess was ‘ a g e  of material

. deliver grey bleached and dyed yarns in required twists, automatically wcund 
on cones, which have been cleared for faults.
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The future prospects fo- exports of textiles from the SSI sector (and the mill sector) will 
epend directly on the adoption of adequate technology by the mil! sector, i. e. it must 
be equal to that of its competitors in the outside world. There is no place for inter
medióte technology in the mill sector.

Small Industry Sector: There is no logical reason for adopting advanced technology in
the small industry sector. The past success of the industry was based on cheap raw 
material, low overheads, docile labour and operating simplicity, i. e. the simplest 
possible technology. The scale of SSI will not support the cost and complications of 
advanced technology. Industries require to develop into medium and larger sized units 
before sophisticated production methods can be made to pay.

4.3.2  Plant, Machinery, Production

The bulk of textile small industries are located in unsuitable buildings on expensive land in 
city centres such as Faisalabad. Machinery consists of obsolete imported and locally made 
knitting or weaving units with basic plants and equipment. They are dependent on small and 
rudimentary sizing plants and relatively large, moderately well equipped commission finishing 
plants; sizing and finishing are service operations.

Buildings are crammed and unsanitary, as well as poorly lit and ventilated.

Units in the old centres are not easily accessible, have poor services, irregular power supply, 
little running water and open drains.

The plant and machinery of the really small hosiery section is also primitive and obsolete, 
but larger units are beginning to install the best imported machines.

The garment industry is recent and the level of plant and machinery is adequate for simple 
clothing.

The towel industry is primitive and obsolete by modern standards.

The canvas industry has plant and machinery which is adequate for the simple process in
volved.

4 .3 .3  Raw Materials and Components

Cotton yarn is only obtainable from the mill sector. It is difficult for SSI units to secure 
supplies; credit is not available; quality is unreliable, which has a direct becring on 
SSI fabric experts.

Components for germent industry, e. g. buttons, zip fasteners, are sub-standard. Good 
quality sewing thread is available locally.
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4 .3 .4  Labour and Management

Ample labour is available; good results are obtained from direct incentive systems, e. g. 
by piecework linked with quality of production.

Management is in the hands of the proprietor or partners. The quality of business manage
ment was more than adequcte for small industry operation. However, the weakness is to be 
found in lack of industrial experience and lack of technical knowledge.

4 .3 .5  Financing

Lack of adequate finance is  the major constraint for small industry. In the textile  sector the 
m ills  have to buy raw material for cash and to se ll their finished goods on 1 -  3 months' 
credit. Th is is excessively d ifficu lt because raw material represents at least 67 %  of total 
manufacturing cost.

Finance for balancing and modernization is specially necessary to upgrade m ills  which can 
achieve exports.
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5. Recommendations

5 .1 . Specific Recommendations

5 .1 .1  Production

Hosiery: The minimum scale required for the majority of hosiery units needs
so large an investment that it  is unsuitable for S S I;  e .g . the world market for 
such a simple product as circular knitted underwear would need 1 winding ma
chine, 14 Interlock machines, with Processing and Fin ish ing, costing R S 1 5 ,000,000 
today.

A very small general purpose knitting m ill with 5 assorted circular machines, a 
rectilinear machine and 18 sewing machines for exportable products would require 
a total investment between RS3,ooo,ooo based on local machines and RS5,ooo,ooo 
when imported. The possib ility of increasing the total investment for SSI purposes 
to 4 or 5 m illion  Rupees requires immediate study for a ll textile  sectors excepting 
plain weaving by powerlooms.

Sock-making is  overcrowded and unprofitable in both the national and international 
markets. It  is  restricted by the lack of fine high quality mercerised cotton yams.

Garments: The investment required for viable garment industries in the early
stage of development is approximately RS3 m illio n . It  is  recommended that the 
ceiling for SSI purposes should be increased to RS 5 m illion  so as to encourage 
this labour intensive industry, to enable it  to be equipped and organised for 
export, because the plant and machinery requires to be on a higher level of 
technology and is therefore more expensive.

Towels: The minimum economic size  of a complete plant to make terry
towels for export with imported looms is  so much greater than the SSI lim it that 
it  cannot be recommended. However, the production of suitable terry towel looms 
in Pakistan should be encouraged in order to reduce total investment to the new 
level suggested as acceptable for S S I, i .e .  RS 5 m illio n .
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Canvas The optimal size  of canvas units is  not greater than 16 looms, 
therefore ĥe capital investment based on locally made machinery is  accep
table for SS I.

Production techniques should be simple and the level of technology should be 
stric tly  appropriate for the different requirements of the domestic and export 
markets.

A t the present time there is  sufficient demand in both local and domestic 
markets to warrant the consideration of further SSI investment based on the 
best locally made automatic looms. The re lative ly small investment compared 
with advanced technology looms and the competitiveness of wages as well as 
low overheads should mcxe export of standard fabrics viable, in spite of the 
much higher productivity of the latest a ir - je t  looms.



5 .1 .2  Technical Assistance

Technical assistance and advisory services were only interesting to the more advanced SSI 
entrepreneurs, who wish to escape from backward conditions and technology. Fu llest support 
is  recommended in order to improve existing institutional arrangements; in addition it  ¡s 
recommended that Service Centres should be set up in textile  d istricts. The promotional 
effects of the proposed Service Centre are compiled in table 5 .1 .  A reliable cost estimation 
for such a Service Centre would require a separate feasib ility  study, which could not have 
been performed within the scope of this study. To start with a Service Centre should be 
established at the main Centre of SI te xtile  industries at Faisalbad. After gaining sufficient 
experience about the development effect of such an institution on the target group and 
after evaluation of the project or.e or two more Centres may be setup in accordance to 
requirements and expected development effects.

Fu llest support is recommended for the in itia tion of industrial estates as part of a 
campaign to improve production of textiles for export. The Service Centres should 
be located on such estates to give practical assistance in production and general 
management.

Specific requirements for quality improvements should include testing departments w ith  
technical instructors at each Service Centre.

Capital equipment should be locally made whenever possible. The best and most 
appropriate imported machines should serve as models for production on licence basis.

Training for small industry technicians and management should be based on the pro
posed Service Centres.

Financial assistance is  recommended for selected SSI units in suitable premises cn the 
new decentralized industrial estates. Long-term credit is recommended for the purchase 
of the best locally made machinery with the objective of exporting standard! zed 
quality-controlled fabrics and garments.



j<-;biü i>. ì :  Promotional Effects of Typical Proposed Service Centre

Function Common D e fic ienc ies in  SS I Prom otional P o ss ib ilit ie s
F a c ilit ie s  Needed in  

Service Centre

Plunni ng Lack o f e ffe c tive  project p lanning , e .g . Prac tica l advice based on dem onstration by P ilo t plant plus access to G O P  service de-
location, layout experienced technic ians in  Service C entre . partments and frie n d ly  te x tile  fin ish in g
O ig a n izu tio n  of production Advice on sub-contracting  and basic p la n ts. Sm all scale production fa c il it ie s  to
A llo c a tio n  o f work designing. be used fo r demonstrating a lte rna tive  pro-
Product mix ducts and designs.
Product development

Production Obsolete machinery F in a n c ia l aid C red it programme
Improper machinery Advice by demonstration P ilo t plant
Lack o f special rnachineiy Common fa c il it ie s Common fa c ilit ie s
Maintenance Tra in in g Tra in in g  courses
Q u a li* ,  contro l Te stin g  equipment Common fa c ilit ie s  in  tra in in g  courses

TechnoIcgy Seminars illu s tra te d  by latest brochures etc . A u x ilia ry  machines fo r demonstration

Pei sonne 1 Q u a lific a tio n Tra in in g  o f technicians and apprentices Courses

A dm in istra tion Management techniques, e. g. T ra in in g  advice Courses
Cost accounting Dem onstration tra in in g Courses
W ork  stud ; Prac tica l teaching Courses
Ma ike lin g A dvice: seminars Samples +  designs
Finance Fina nc ia l aid sources C red it programme

G eneral Raw m aterial -r components Samples +  prices Bu lk  buying techniques
Sales Seminars Import procedures

S e llin g  techniques Bu lk  se llin g  methods w ith  p ractical aid
to cooperative action

I
-fv<o
I
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Fu llest support for cotton development work is recommended because of cotton's 
importance to Pakistan.

The import of man-made fibres such as rayon should be di scouraged i f  they con
f lic t  with cotton.

The import of special synthetic raw materials which are ncr obtainable locally 
should be made easier especially when required for re-export. (See Case Study 
No. 2 Annex I I)  e.g. Certain modern knitting machines can only run on special 
Textureised Knotless Polyester Filament.

5.1.3 Moterials

5 .1 .4 .  Manpower, Management end Organization

Although entrepreneurs were found to have great business a b ility  their knowledge of 
modern management techniques was very weak in most SS I. It  is  strongly recommended 
that Service Centres should be set up in main centres of SSI activity with a view to 
improving the quality of manpower e.g.

A lis t  of many promotional effects (page 48) describes a series of activities which 
should be undertaken to upgrade Planning, Production, Personnel, Administration 
and General.

Improvement of technical capabilities in Planning, Production and Personnel de
ployment would be made possible to SSI by demonstration through the p ilot plant 
and by training on prototype machines.

The recommended Service Centres would provide training fa c ilit ie s w ithin easy 
reach of SSI industrial plants.

The handling of Personnel would be improved by information regarding the application 
of labour incentives which should be linked wherever possible to productivity and 
quality. Group incentive schemes are also recommended based on work study to 
be learnt in the Service Centre in order to motivate the whole work force.

- The SSI industry proprietors would have an opportunity to broaden their technical and 
management ¿kills as well as their administrative methods.

The Service Centres should give guidance on how to improve cooperative action 
generally, and could explain bulk buying and bulk selling techniques as well as im
port and expert procedures, especially in the fields of Hosiery, Garments, Canvas 
and Power Looms.
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5. 1.5 Marketing '.'Domestic and Export)

SS I owners/managers paid great attention to se lling  especially in  the domestic market, but 
they had litt le  knowledge of marketing, especially in the case of export markets. The follow
ing recommendations therefore refer prim arily to the export market:

Small industries are recommended to form their own associations to facilitate more 
direct sales to retailers in the domestic market and to encourage exports to foreign 
buyers without intermediaries. Warehouse and showroom fac ilitie s are recommended 
in at least 4 foreign centres of world textile  trade in Europe and USA .

Promotion of export capacities should be based on methodical investigation of real 
requirements in sty ling  and fin ishing in  the importing markets and to the improve
ment of physical production whereby standard acceptable textiles are offered.

Pricing should be market oriented and SSI entrepreneurs should be alerted as to the 
Importance of cost efficiency by the Service Centres.

Local SS I associations should cooperate to form a National Association; it is 
recommended that GOPA should support the marketing investigations abroad of 
such SS I textile National Association which should secure up-to-date information 
for the practical use of members. Such an association should restrict its member
ship to manufacturing companies only, w ithin the definition of small scale indus
tries. It should represent the interest of SS I entrepreneurs only and operate 
congruently to the APTM A .

5.1.Ó  Financial Management

Most recommendations require capital investment; financing is thus an essential of S S I's  de
velopment.

It is recommended that requirements for expansion, modernization and replacement 
should be directed towards SSI units with successful export experience or with proven 
export potential.

Concentration on improving the financial structure of export oriented units is re
commended; indiscriminate alleviation of the financial d ifficu ltie s of obsolete units 
producing for the domestic market would result in the increase of the numbers of such 
units, which is undesirable.

The development and commercial banks are recommended to facilitate finance to 
SSI units which have been selected mainly for export potentiel, because o f suitable 
establishments and outstanding management.

Ways and means of channelling the savings of expatriates through commercial benks 
and develcoment institutions should be investigated and directed to proper invest-
men rs .

Institutional and commercial banks are recommended to take into account the special 
nature and needs of small industries. Appraisal by SS I corporations should be cs 
swift and simple as the disbursement procedures by banks for selected clients. Security 
should be based princi pally on integrity. The general lending procedure should be 
streamlined.



5.2 General

Overall Recommendations

The role and importance of small scale industry is recognized by GOP for the socio
economic development of the country. Th is SS I textile  sub-sector study purports to show 
it s  potential contribution to growth and thus to structural change. The sub-sector is com
plicated by the radically different methods of production:

Hosiery consists of eight distinct industries.

The garment industry is a separate trade that consumes textile  products as raw material.

The towel and canvas industries are small components of the immense power loom sub
sector based on cotton weaving.

P rio rity  is  recommended for the garment industry based on export potential for indigenous 
cotton fabrics with high value added. It is a labour intensive activity which depends on 
groups of sewing machines; the simpler models are produced locally; there is  a huge re
servoir of practiced sewing machine operators in  the ta iloring trade; very large but highly 
competitive markets are available for low cost good quality garments.

The industry is so recent in Pakistan that it  has neither acquired bad habits nor obsolete pro
duction bases. Its development for export urgently requires the assistance of specialized con
sultants for both production and marketing.

The SS I hosiery, towel, canvas and power loom sub-sectors are vulnerable because of poor 
location, deficient infra-structure, out-of-date plant and machinery, and lack of working 
capital. But they have clever owners, w illin g  workers, simple procedures and low over
heads. They grew dynamically in times of high demand by the domestic market; the better 
units have succeeded in exporting simple fabrics based on home-grown cotton.

The recommended policy is to decentralize from valuable sites in c ity centres to purpose 
built and accessible industrial estates; this policy has been seen to be viable in Peshawar.

Production should be based on improved locally made machinery from the light industry 
sub-sector, which is  already producing the kind of automatic looms that can weave standard
ized coarse fabrics for export.

It is  recommended that the level of investment acceptable for SSI textile  sub-sector should 
be raised from RS3 m illion  to RS5 m illio n , so that small industries w ill be capable of handling 
export products that reauire greater investment and a higher general level of productivity 
and auali ty .
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Several medium scale industries had grown out of S S i owing to the entrepreneurial s k i l l  
of their proprietors. They had become outstanding exporters and should not be penalized 
because of s ize .

The importance of SS I units forming associations chief I / for bulk buying and direct se lling 
cannot be overstressed. Two recently formed associations visited were dynamic and positive^ 
such associations deserve fu lle st support and a sub-sector national association representing 
a ll textile  small industries should be encouraged^. 1 2

1) Examples of medium scale industries which have grown from SS I:
Case study No. 1: An Export Knitwear Factory, Annex ||
Case study No. 2: A Hosiery M i l l ,  Annex I!
Case study No. 5: A Garment Industry, Annex II
Case study No. 9: A Canvas and Tentmaking Company, Annex II.

2) Recently formed associations:
The Power Loom Association, Peshawar
The Weavers and Power Locm Cooperative Society, Hyderabad, see Interview No. 6, 
Annex.
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6 . Sub-Sectcr Profiles

As part of the results of the study, typical sub-sector p rofiles have been prepared in order to 
facilita te in stitu tio na l, financial and technical support. The profiles contain the follow ing 
criteria :

-  production programme

-  technology and production fa c ilit ie s

-  raw materials

-  manpower and management 

investment

-  cost structure

-  financial ratios.

The actual situation of each product line  or type of industry (labour intensive, mechanized, 
export oriented) has been drawn up. It  reflects the target group u n its ' specific pattern with 
respect to structure and ranges of the above c rite ria .

Based on the experience and know-how of the sector, a profile for a typical new company 
has been elaborated. Th is  profile contains the estimated structural data and ratios for c model 
u n it, w ith sub-sector specific

techno.ogy and machinery

-  personnel outfit 

investment and cost-structure.

The financial ratios represent estimates and may fluctuate in both directions.

A reta iled proposal for such a "p ilo t  u n it" w il l require a thorough analysis w ithin the frame
work of a comprehensive fe a sib ility  study.
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".е е  of 3-осоГ5: An-uO Avercoi С .г о . ': on S  CaoccNy
Vc'or 3 ' 0C-C'î: -,Ä:'Sr 'Л . :

corves re' ~en*s, Awnings ana Taracú!ins 1 , ?2о,оса vos 2 1 , 12з,ооо 3? N

'E C -N C -C C -'- ' a n ;  . » e x o d e s  : АС .  - E S :
.'■cress г  г V coa, iec: ■■■ = ■' = ■ ve c -'-e -v  ; - е ~ : :rraor*ec аса

r»rr.Víir.<3,í\^

Weov:ftg

N e »  ?'rrtwincer V; 

А^гзгпог’с Locáis -¿8 ',  new.

„ С П С  0 Г 0  Cv.  C m O S :

3'^'icincs: Vc i-e  /  sî w . overage: C D

average:
3v'-cing A re a / E.Toioyee 

average-,

U W  V A ':?  ALS:

"voe- С -0"  г í ’v: э- « л . - : - —е е " D j*'es:

1о/2 »  lo, 3 Cafoeo Corron 
Ycm

1 ,9 2 / ,ооо 1о/ 1Ь. 
local

19 ,2"с,ооо  
! ocaf

oreo i un

V A N 3 С V/ ET AND .VA N  A G£ ,V £ N T :

overaae:
V sn c ç e re n * : ï
С . - . " .

5<1..es '.Von<e-s: ¡2
¿env»j<:. ec .Vo-<ers: ’ 2
„ r s - c !  na //o r< e rs: la
' C ’ A_: «i 1

Entrepreneurial cacxgrounc cr 3ttoAj6VCwner: 

Preferaciv “cremen w irr long Experience

Exremai "ecnnícoi Docoe'orion necessary? 

Ves, for G'.oi>v Carrroi

D EV A N D  AND V A P < : ’ N G :

/c*<ep - o ' r ' . C '  ere  „eve  зс'гепг " a s t e e s :

• reef caies rc c-c-sers zeroes

N  E S ' V Î N T :

' N e o  A s : e * s :  T s .  ’ o o o

- c - . c . -

o . - g s ; 1 , : o c

i o .  : r e - : 1 .  аса

V  з е е i : 3 n e  ; u s :

- £ ~ A . :

»Vsrxiro Cosirc; P i. *сас

з • с - V е : "  ■: - *

,-ес "е -"  -¡О/ г ‘.'с-золе*

" з _оог ст ; , зоо

»
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SwiîSEC’ C *: cA-*se»Y: page 2: Nê.~< COMPANY

3*q2’j c ~ic \  »зсздаууЕ:
"vae s f  ?-aeuets: Annua. Average C u 'Sui: an ’ > Ciocci rv
.Malar P-acuets: Unî*s:

Fnisbed Medium Guoiity Terry Towels A,32o,oco Toweis 3 ,6oo,ooo 33 5i>

TEC nN O '.O G Y ANC rSC CUC TiO N =a c :l :‘ ’ES:
; *:ceu corr.-^oftty eooiieo: Vo;or ,v.cc-“r'nery/c3uisrrenT; :macrec scat

W'ndîng end Seeming

Pimwindirg

Weaving

New Winding ana Warping 

N e » pimwtnaing 

New Looms 48)

v '

У
/V

Lera cnc aun cmgi: 
äuilcings: Vei»e /  к я .  
Land;______Valu« /  »qm.

average:

average:

за a
T 7 7 "

Suiieing A rea/ Emoloyee 

average: □ п

Type: Gvcn*Ì?y: P-iee-te ir: Tmoor*ed/locoi: imoO"t Duties: Gvciifv:

lo / ì , 16/1 and 2c/2 Carded 
Carbon Ycm

2,2oo,ooo
overage
ï5 .o  / !b. 3,3oo,ooo

local
medium 
soff twist 
special yam

V A N P C V/ЕЯ AND «VANAOÊM5NT:

Vcncgemenf:
Tre*"
S<iLts Werbers:
Sem l-Sk iue s Werkers:
wru<.'i.ea Wc.kers; 
?r*~A"AL.:

!
IÕ

Т Г

41

Entrepreneurial Зсекдгэипо of Jbdrtfõf/Cwrer: 

Preferably exoeriencee In Temei Industry

External Technical Caaoeration necessary?
Yes, for Quality Contrai

V A ’.K E T  CE,VA N S ANC ,VAR.<E*:n G:

Vsr^e* ?pfenf:e; end Development "»•ossecri: Vcrkefínc C"cnre s ■''pnkinç”, ;
names'-г: I aSS.'V bornes*: c; CX3«rr:

— leo ~á — Direct ro Encuser otorood

IN V E S 'V í .N":
ï - xea Assers: 3s. 1ааа', s ve ra ri: Working Свз»'в» ^ s . -acci
.ага: Гос
3v:.C>Cs: i , SCO
V «en îr.er// Зз.'с .тегг: 2, -loo average:
Mísceííonec.¿;
"O TA .: A. :0Q

j CO ST S ' * , " - Г :: average: 3e rc r<i:
Я з *  verer а.: Ac
Varco wer: ó u *gh Decree.o'icr .nreresr ?n new Vcch;nerv
Desrec.o’i эг / fre-es’: A
C '-e r;: 2
3.J.- .. * 3

° = ,,\A*-eC'A. ЗА ?' CS l i ,  ' zzz rererns:
j "urnove# / : ” :  :  î î зЗ с
1 ç-3 '.  J
; VC£*. i :" ' î 'v  3**3 ;  С 2 /«?e 5у . :

To»c r. ,esrmev , : - s  oy*e ' Зз.э
; ¿v i, 5 - -  cwres
;  2W: ;  •** -»- '»e

г!двз A ;;e • ; 1'< Зге '3
: ’Z‘ ‘ ' " V ÎS '- Î - *

-   ̂ -- Assuming Leon cf 1, ¿oo *3f ' iw  .vvjchlrerv
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Peg» I :  ACTUAL S ITU A TIO Ns c s s e c x *:

Textile«

C A~G C RY:

Germenrj

3SC 3UC ~iQ N  3SCGSAWV5:

Ту г»  о? Products: Annuo Average Cu’cut: on RS Ciocci ry
Ve 'or 3.raeuets: Units:

Trousers of Denim end Corduroy T2,ooo 4,2oo,oco ¿0

2 TEC HNO LO G Y ANO PSO SUC TIÇ N FA C L IT IE S :
Process common i у oooiiec: ЛИСгСГ .Vccn:ner//:3uiorrenr: imoorrec S C S I

Cut, .Make ond Trim (CMT) • 8 PFofF Sowing Machines /
V

1 Press У

2 Cutters V

3

Lend end Buildings: 
3uiicings: Value /  xim. everege: loo 1 Building Area/ Employee

Lend: Va iue/scm . overage: overage: [ T ^

SAW VATER'ALS:

Tyoe: G'¿entity: PrFce/Onif: 'moorred/'oeol: Imocrt Duties: Guclify:

Cotton, Denim end Corduroy

1st Quality Broodcloth (ц ")

72,ooo/iqyd« 58.3/»qyd local best locai

4 MANPOWER ANC MANAGEMENT:

averace: Entrepreneurial Background of W tititif/Gwner:
Mcnogement: 1
Srcr’f: 5
S<;!.eo Wencers: Io
Seml-SkiüeC W oncers: 5 External Technîcol Coooerotion necessary?
Unsxiued V/orxers: 1 Desireobie but not essential
1 w • AL: 22

M ARKS’  CEVANC AND M ARKETING :

Vcn<et ? s'e r*i a: and Ceveiaomenr ’ rajaecrj: Verkerine Channels -'гогк'па) :
-»o le ine : ïxcert; Domestic: zxoo't:

lOO 3e - Wholesalers -

Ó IN V E STV E N ":
r'xta  Assers: Ss. icoo) overace:
Lore: id
o .i.c irc j: 2iz
V.sen in*-//:cu i omenr: ■' CO

■'tîsceücneous:
TQ 'A  L: 1 . t i l*

C C S *  S*RL.C *LRH : overoce:

Row •.‘.ererie : c4
Vonsow e-: 5
Deerec:i';c n  / rreresr: 3

1
Э-*,' .. 7

i 'V 4 \ C :4 _  <A ” ' C 5 : ^s. 'з с з 1 o w e  75:
- : - s  e/oe •, ! _

Tymc-.-er / <Vioen--e-v era icuisn-en* 4 ..
one ссчистег.г ; т з  cvee

Te c  nvesr-enr / :n*oioy«e Ó0 - c
o Bu’ ieing dwnes
о о- c n ;  re--?:

: i*ec A jse's / »‘г а Ccoix - .4
"ra *i’ / nves— e'* J  . ».V
• so r: 'era: Zzz  ra

Working Cooitcl [S i. leap;

average:

Remarks:

SeTONi:
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S u îS E C TO ï: C A-ïG C ttV: . Page 2: se w  CCM*ANV

Textiles Garments

3^C D^C '!CN .^CG .îAM VS:
~yee or Pracuc?*: Anrucl Average C iiîayr: on 5» Csscei'v
•Vc’or Prpc-cM: Units:

Trousers of Denîm, Corduroy 
and Poiyester/Cotton Blends

36o,ooo 2 ! , ooo, eoo oT

SCHNOLOGV A N S PPC SUC TiC N =AÇ L — £S:
Process comment V aooiiec: Velor  .Vccninery/Seuiornent: imoorec 0C3.

O r ,  Make and Trim fCMT) 9o modem Sewing Machines v

2 Presses n/
3 Cutter* /

Leno ond âuí.gíngs: 
3uildings; Velue /  sem. 
Land: Voiue/sQm.

overage: E D

average: M o l

Building Area/ Emoloyte 

average: n n

Tyoe: Quantity: Prict/L'nit: tmoor-ed/'oesi: Imoort Duties: Quolitv:

Cotton, Denim and Corduroy 
and Polye*ter/Cotton 
I st Quciify Branddoth (sqM)

300,900 55.9  /sq yd local best local

VANPC W E* AND MANAGEMENT:

Monogarnent:
t ;
Sk illed  V/arxers:
Sem l-Skiliec Warners;
Unskilled Workers:

5o
25

Entrepreneurial Beckgrouna cf Spomop/ Qwnen 
Trained in Garment Industry at Home and Abroad 
{esp. in USA'

External Technical Cooperation necessary?

Ye*, especially for Design, S izing and Quct.’ty 
Centre!

M A SKST Div a n o  a n o  MARKETING:

Marke' ?ot««?iei end D«v»'aam«ef Prsscecrs; Mcr<eting Z'ronnets ranxina) :
-romes: s; Domestic: zxoo'*:

25 ’i 75 =0 7/Hoiesolers Direct f9 Erdusers abroad

N V ;S ~ V £ N
: lxee Assets: ,7s. loco' gvemce;
-Jpfl: 165
ô-ilclngsr 925
Vocn'nerv/ is ;/ s ire n :: oon

Miscei ’eneows:

Worxing Copitcl (fa, 'eoe)

average: ^ l,5 se

COST S -^ C TLS c :

is#  voter'e.;

✓ ecrec avon / .-̂ ere*.*:

î '>.anCA. *LA7'C2: 7s. c::

*^r**over / Mac* - * rv  - re  zaVc^e'**
V3:''r;'v rc • fi-svse
■ S 's  nve*tmerv / :n : .c / e t  

- ,  o ,.a-“c 3wr?:

-■xes msse*s
-•2*1: / -vii

3.ercr<j;

Pê crxs;
D„e *o ‘ncreosea V o i- re  ’ne Preti: inve s'-e ": 
fiaria ‘moroves r’rom a .21 te 2.36 i.e . ‘ "e 3er:enfogs 
° 'e f ir  er !-T/«s:ment î^c-oves •'’em 2! -? *e 2e

Ais-jrrlrg Lean of' I . eoo fer iew V a c r i r e r /



SUaSECTC*: CATEGCRY:

- 6 2 -

Fcj» T: A C rjA l SITU A'ICN

Texflle C'F«.-s ; Po'-e'-lcc—.

I 33.0CL,C~:0n ^ c o ^ v ;.1::
Tyse or R-scucrs: Annwci Average Output: on ° i  Ci3ce:rv
M olar PreeuCrs: vjni's: vas Z T :

Crey Sheering 100,000 675,330
Pnntçlorh 00,000 36c.300 8o 3a

T60,000 1,035,300

"EC HN C LC G Y ANC PRODUCTION FAC !L!’ ES:
Process carmaniv cao lec: Valor Macriinerv/ia uiSmenr: imoortee :oco.

Yam S iz in g s Beoming Sizing and Wcrping (Sized by GCP m ill) V
Pimwinding Simple Pirnwlnders /
Weaving Automatic Looms ( Ô units ) v7

Lend end 3uilaings: 
Building»: Velue / »cm, 
Lane:______Vaie« /  sqm.

3 r a w  v a  t e s : a  l S:

overage:

overage:

ran
G D

Building A reo/ Employee 

overage: O D

Tyot: G uortlrv: priceA>ir: *moorted/!ocai: Imoort Duties: Guoiifv:

2o/l Corded Cotton Yam 300,000 ibs/p.o. Rs. 11/ lb. loco! ■— low

4 MANPOWER AND MANAGEMENT:

Enfreprenturiol Bcocgrounc of S& ^Sr/O w ner: 
Ex-Foremon S irin g  Factory

External Tecnnfcol Cooperation necessary? 

Yes, especially far Quelity Control

5 MARKS’  DEMAND AND V A R < E "iS G : _______________________________

Mcr<e' Rotearla: ona Develoomenr 5rcscec's: Vcncerînc C^onne.j Noriona; •
-omesrtc: ïxpprv Domes*lc: SxOOrt:

— loo % , Expected Growth:
33 N o.o.

—
Sells through

Expert Commission Agence

averace:
V.ercgeiren N i
Stcff:
S<ù.«c Workers:
Senti-S<liied Worxers: J
Unskilled Workers: 4
TOTAL: 9

:NVE.v  V £\ T:
F ixe s Assers: (Rs. leso. averare:
'.snc: 3o
3ul. clegs: 3oo
Vccainey/Eaulsmerv; 2o4
Miscelioneeus:• ̂  ̂  X

& _________

Woric'ns Cooirci fR*. 1 ooo

Overage:

:csr ST^C^RE:
Row Morena

Def.reg'ar;an /  .rrerest:

Remare:

NAN'
* . , r ~ 3 v e r  /  Z ~ l  I  r * n.

-Ove' / Vcc-.re'y
'.‘¿c* '■t'v 2°5 c 3, *rc'' '  i-3 -vee
S'G ..ivesrrenr / crrp.oyee 

a 1 B u i. s ’r.g ow nec 

0; 3 . •

~ , X « C  * < 0 ? < : Æ 3  , ¿ 3  r s

"3fif / r . v « S " " 5 - '

»pans /  iato  - i o . ' s

Rimare:



SliäScCTCR: A-GCSV- hör 2: NELV COMPANY
Textiie Others ?Oi*rr Loom»

=RCC'.u C *:g n  p r o g r a m m e .-
Tyoe o? Rrpaucti: AnnyQ; Average Cutout: on ° i  Cnoeei tv
<Mc:ar Proeucrs: Jn irs: it..

Crey Sheeting 
Printcoth

000,000 
36o,coo 
9ÓOe ooo

4,o5o,OQQ 
2 , !6 0 .00c 
0 , 2 1 a,occ

8o =',

2 “ C HN C LC G Y AND FRCD’JC T 'C N  F A C H ' ES:
Process conmoniy aoo'iee: Voior Vccninery/Cc jioment: imoorec cco*

Yam Sizing and Beaming Sizing and Worpfng (by GOP mill) V

Pimwinding Simple Prrnwinders ✓
Weaving Automatic Looms (43 Units) V

Lono and Buiiding»: 
Euliding»: Value / » tn . 
Land: Vciue /  «m .

average: G ¡ D

svtrege: I  311

3uüding A rea/ Employee 

average:
sa/mt

.U W  MATERIALS:

Tvoe: GuOntitv: P'lee/Clnif: imocr*ec/'oeal: ¡moor* Duties: Guc'itv:

2o/l carded Cotton Yam 

2o/l carded Cotton Yam

2, f5o,ooo lbs.

1 f 000,900 ibs.

R j. U / lb . 

Rs. 12.5/lb.

¡ocal

local —

iow

medium

MANPCWE* AND MANAGEMENT:

Moncgemenf:
S'crr:
o<i;lee Worse's:
Semi-$<i!.ec vvor<e"s:
L rs< ii;e a  »7or<ers:
-OTAw:

v̂emeê

2
T T

Entrepreneurial Background s f  Sponior/Cwnen 
Ex-Foremean in Textile W ill.

External Technical Cooperation neceuaty? 
Ye», especially for Quality Control

MARKE* DEMAND AND MARKE* Y G :

Vctyer ?o*ertici ore Deve'oomenr Proseects: Verneine Crcnnel* (rcr<*re' :
-romes'.c: ZX.Z2": Domest'c: exoort:

loo ''o Expected Growth: 
33 ~'o o.a.

— Tnrough Commission Agent cr 
Export Coocerorlve, direct.

NVE í ' m ó y :
F ixe s Assess: 3s. icoo] cvercc-:
Lons: 3o
Óvi.CinCj; TOO
.*/ c c n i n e ry / :  s • í orne r  •: UAo
Viscelioneous:
T C~AL; *,U/0

Yforxlng Cool'd (Rt, Ipco;

I.-o o

C C S* Sr R>.C*,RE:

’.g « V c e '> . :

-ecreeiav on

r  ■ YA y  d ia l  LA *' C S :
’ / i  tc  ave»

„r75 -e* / Mcc-■'-e'v Eflu' c.”*#?-*

c'c -/es-ms-v . ro iy e e  
3. 5-/ c!'C Owr 3
3 2u: 'ir. e •

F ixe s Eso .•-
i.- ., ' / »•___________
Í.3C-5 / *2'S CC3:’5.
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LEGEND FOR BASIC DATA AND RATIOS

1) Sales figures 1979
(estimates o f yearly sales volume)

2) 1 = Wholesaler
2 *  Commission agent
3 =  Retailers
4  =  Job order
5 =  direct sales to  end user
6  =  Exporters

3) g = good 
f  *  fa ir  
b 3  bad

4) T T D  
U TD  
A T I
U T !

Tra d itio na l Technology Developing Countries ' 
Upgraded Technology Developing Countries 
Adapted Technology Industria lized Countries 
Unchanged Technology Industria lized Countries

5) S ta ff adm inistrative and management personnel

6) %  of total raw material (in  terms o f value)

7) Turnover/va lue  o f machinery and equipment

8) Value of machinery and equipment/employees

9) Ccst-to-sales ra tio  (%)



Annex I: BASIC DATA £ND FINANCIAL RATIOS , Page 1

i
l Sales Merket Ing La > :i Bl : 'aii'.gi Ma-iT:-.-.

E'V-

Pr: c. fion
C
i/i co

Pi .'Q.r. io 0
0 Area T oral Value, Coverec T ‘a Va- Va 1 l i

Pr
o

vi
nc

e

U
n

ir 
N

o
. ' Ì)

u* . /->

: Ö 
oV.

ul

rt
o
oto

U

s
v")

u

0

oQ.X

o

a
G

(rn value
Rs

1 ,000)

per m 
Rs

1, ooo)

nrê >
Irr

■c: ..e 'i.- t  

Rs
1,000)

C

Rs
1,000

{Rs

1 ,ooo)

P 1
Warp + circular 
knitting 79 3,o6o loo - 1,2 36o 23o o.64 23o in c l. land - 5oo Ì ^

P 2 Double knitting 
and weaving 3,o96 1 oo - l 45 o 8o 0.18 36c - 2oo ÓOO

P 3 Knitting  socks 7o 1 ,ooo 95 5 1 1 oo 5o o .5o loo ine 1.land - 25o

P 4
Knitting
underwear 5o 1 5 ,ooo 1 oo - 1,3 6,75o 6oo o.o9 3,15o - 1,000 1 ,5 -0 1

MWFP 5
Kn itting
T-S h irts 78 13,000 75 25 1 5 , ooo 4,ooo o.8o 2,oco in c l. land - 8,5co

S Ó
Ti

Knitting General (61
i

2o,ooo 5o 5o 1,5 6,75o 6oo o.o9 3,5oo 2,25o /,ooo

MWFP 7
t

Kn itting  Socks p i 2,35o 1 oo - 3 38o 12o o.32 3oo in c l. land - 3oo ;

S 8
Kn itting  und. 
T -S h irts

54 18o loo - 1 loo 15o 1 .5o 1 00 ine 1 .land - Ó0

S 9
Kn itting  und. 
T -S h irts 53 22o 1 oo - 1 8o 15o 1 .9o 8o in c l. land - 2oo 2:

P To Garments 77 4,75o - 1 oo 4 975 8o o .o l 46o - 46o 7 2 o

P 11 Garments 78 4,2oo loo - 1 - 66 - - - 25o 7 o o '.1

P 12 Garments 7o 5,ooo 5o 5o 1,5 3,6oo 1 ,ooo o .08 6oo - 6oo 1 ,000

S 13 Garments 71 24o 1 oo - 2 - 1 oo - - incl.land - 1 DO

s 14 Garments 75 2,325 1 oo 3,5 2 ,ooo 1 ,5oc - 1 ,ooo in c l. land - 1 , COO

P 15
Towels
Knitgoods

74 8 ,1 5 o J
5

1 oo
95 5

1
3,6oo 8oo o.22 2,82o - l,7oo 5 , 4 5 6

P 16 Towels 66 1 ,5oo 21 79 1,5 3,ooo 7oo o hO CO 1,8oo - 1,000 1 , 7 6 o

i!

s 17 Towels V l 65o - 1 oo 2 9oo 9o O . 1 0 5 oo -- 1 oc 6 ‘JC

s 18 Towels 73 4oo - 1 00 2 6oo 6o o. 1 o 4oo - 8c 35o

NWFF 19 Towels 78 4,5oo - loo 1 60,000 4,ooo o.o7 15,ooo in c l. land - 16,000

P 2o Canvas 77 2,88o - 1 00 6 975 8o 0.08 54o - 45c 3oo

S E C T I O N  1
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3 i idinqi Mac bin e r ' f  
Eqi'i p'-ieal

Tcv h- 
nology

C)C Mori
'n ru

dow e i 
mi ers

oc
Invest --pi L-: :

tion of

5
V>

5
oo

6X
; -Q 
. o

r '•

0 2
■J

Li
! fy T ofci! 

ci ue.'re-t
p ■ r ■
Rs

1,ooo)

Va-
S

r

Rs
1,000

Value
(Rs
1,ooo)

Q)
C
L

Co
<L>N 0 ; .

p
t •

aL _
b

L. .
<

f-
Zv

0

u0a.0
u

o
0

■o 'i <d a 
—
v c uo 5

>/>

— l/i
o

in 5
<-*-0
CO

o
c
0
E
$a

CO

,r i>.ed
assets

; Rs i , oco)

W .ik i.. . 
capita:

(Rs! ,  ooo,'

■-n
0/>uno
0
<

*Q0
'-J

>

3 °
— 0 T;

|
a

a> r•S
6 _
P 0

i

a r  
c

> .. o
c ? 3 ~ H- ~

3o incl. land - 5oo 12 f 4o 19 5 1 o 4 1 oo
1

73o 11,5oo - - i 61,000 o.3 6.1

6c - 2oo 6oo 7 g
f

5o 15 6 6 3 5o lf
88o 12o - - 2o6,ooo 3.1 5.2

l
30 incl. land - 25 o 8 f 5o 3o 1 o 17 3 loo L_

3oo 35 o - 33,ooo 1 .5 4.o

,')0 - 1,000 1,5oo 15 fb 75 166 loo 51 15
1

3, loo 75o - - 9o,ooo 3.9 1 o. o

00 inc l. land - 8 ,5oo 1 9 5o loo 5o 35 15
1

L
12,5oo - - - 13o,ooo 1.0 1.5

00 2,25o 7,ooo 5 g 7 o 35o 15o 15o 3o 3o j 9,85o 3 ,15o 63 37 57 ,ooo 1 .5 2.9

00 inc l. land - 3oo 5 f 6o ( 9 7 _ 2
r
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Annex II

IN TERV IEW S A N D  CASE STU D IES

A . IN TERV IEW S

1. Textile  Commissioner's O ffic e , Karachi

2 . Goat of Pakistan, Islamabad, Threadline Centre, Cottage Industry

3 . S ID B , Textile  Training Centre, Pteshawor

4 . S ID B, Peshawar

5 . Training fo r Cottage Industry
SID B , Embroidery and Knitting Centre, (Nowshera), Peshawar

6 . Jam iat-il-Ansar, Weavers and Power Loom Cooperative Society, 
Hyderabad

B . CASE STUD IES

1. An Export Kuitwear Factory, Karachi

2 . A Hoisery M ill ,  Private Family Ltd . Company, Karachi

3 . A Garment Industry in Lahore

4 . Large-Scale M ill with New Garment Section, Karachi

5 . Garment Industry, Karachi

6 . 53 Garment Industries, Ghadialy Building, Karachi

7 . A New Towel Industry, Peshawar

8 . A Small Towel Industry, Karachi

9 . Canvas and Tent-Making Company, Karachi

10. Vertically Integrated Textile  M ill ,  Islamabad

11. Large Integrated Textile  M ill ,  Nowshera, near Peshawar



IN TER V IEW  N o . 1

Textile  Commissioner's O ffic e , Korochî

Received by M r. G .N .  Khan -  Tex tile  Commissioner 
M r. Idrees -  Deputy Director

The T .C .  is a Federal Government Agency to formulate policy and to advise provincial 
governments on textiles.

Besides the Commissioner there are 3 Deputy Directors, 6 Assistant D .D . 's  and many 
extension officers -  4o persons, who ore all professionally trained people.

The T .C .  advises top government re-investment, e .g . sanctioning new units, balancing 
old ones, up-dating quality and productivity.

The T .C .  endeavours to remove anomalies from government regulations, to eliminate disin
centives, to attend m ill executives regarding day to day d ifficu lties and to reorganize the 
non-mill sector.

The government had appointed a committee to study the SI power loom sub-sector. Govern
ment policy is to encourage the industry to decentralize, i .e . to remove power looms from 
city centres such as Faisalabad where land is expensive, thus generating capital for opera
tion on new industrial estates outside city lim its. Services such as warping and siz ing , re
pair and maintenance workshops to be provided as well as free land, also training centres 
for management and workers.

Groups of SI weaving w ill be organized for bulk buying of yam, process materials and spares.

A marketing service station w ill be provided to advise on quotas, bulk selling linked to qua
lity  control, and transport to export markets. Warehousing w ill be set up on industrial estates 
and in selected export markets e .g . Frankfurt, Amsterdam, London ond New York.

A ll Government agencies w ill be instructed to buy woven fabrics from Small Industry Corpo
rations of which the biggest sector is textiles.

The dynamic SI power loom sector is seen to complement the static, declining m ill weaving 
sector. The overall strategy is to export cloth instead of cotton or yarn and to encourage 
the garment industry so os to increase the value added, i .e .  towels, knitgoods ond canvas 
tents as well os ready made garments.

Resume of SI Power Loom Sub-Sector Study

The investigation covers:

- the number of looms installed
- methods of organization for better operation
- question of fric tion with the mill sector.

c ;o i  ¡'•s%
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The terms of reference:

1. To  examine present state of power loom SI

2 . To  give policy guidelines for future growth

3 . To  suggest ways and means of avoiding competition between power looms and m ill sector 
as requested by the SI power loom people.

4 . Any other suggestions.

Re 1:
There are said to be 5o,ooo power looms:

-  46 ,000 in Punjab
- 3,5oo in Sind
- remainder in N W FP.

A start has been made in Peshawar by providing IDPB loans for 3oo fu lly  automatic looms to 
be installed in industrial estates supported by central warping and siz ing . The cost of locally 
made looms is from Rs 5,ooo -  12,ooo, for fu lly  automatic models. Heavier canvas looms 
cost up to Rs t8,ooo in 72" width.

Re. 2:
Government policy is not to discourage SI power loom enterprise. On the contrary, infrastruc 
ture is to be encouraged by strengthened support based on deployment to industrial estates. 
Better quality locally produced fu lly  automatic looms would be welcome by means of jo int 
ventures with international loom makers.

Re. 3:
Is is recognized that i t  is not possible to avoid fric tion with the m ill section. But Si power 
looms can produce basic fabrics for 3 - 5 Rv^yd whereas the m ill sector should concentrate 
on denser and better quality cloths up to Rs 15 -  2o per yard. The SI power loom sector cloth 
is being finished by local finishers who are said to have ample spare capacity for simple 
fin ishing.

Re. 4:
There are 3 kinds of power loom units:

- Owned and operated by proprietor and family.

-  Owned by small investors and operated by hired labour. Such units were mainly installed 
in the boom period.

-  Large units owned indirectly by m ill sector in order to ovoid the provisions of the labour 
act and thereby to reduce overheads. Such units of power looms can amount to 2oo - 
3co machines operating with the support of large mills and under their control.

G O P A % i § K>f.
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P rio rity  Areas

1. Canvas

Total looms = 4,ooo including 3 or 4 very good units in the m ill sector (esp. tents)
2,368 of these looms are in Punjab as independent small industries. They are se lling  for 
export through local canvas exporters to M .E . markets and UK . The ir main d ifficu ltie s 
are supply of good quality coarse yarn at reasonable prices, lack of working capital, 
marketing d iffic u ltie s, expecially those caused by market fluctuations.

It has been recommended that GOP should make its offic ia l purchases of canvas fabric from 
the SS I power loom sector.

Canvas is  an important export industry which brings in US S 6 m ill i sn. It  Is a quick and 
easy way to convert raw material into an exportable finished product. (See Cc.s Study 9 , 
Appendix,Canvas and Tentmaking for comparison with large-scale tentmaking industry.

2 . Terry Towels

Total looms = 2,5oo in 159 units = 16 looms/unit.

9o %  of production is  exported, worth Rs 398 m illio n  in 1976/77. Yet the industry is  said to 
be working only at 5o %  capacity. Most small units are equipped with old Imported Japanese 
looms or converted locally made machines. They usually only weave low quality terry cloth 
which is  bleached and dyed outside. S litt in g , hemming and stitching is  usually done by out
side firm s, who work according to export specifications.

3 . Hosiery, i .e .  Kn itting  Induaty

3,2oc knitting machines (of which 2,ooo more than 15 yrs old), 2o %  work for export and 
8o %  for local market.

The chief problem areas are:

-  Lack of working capital.

-  Obsolete machinery and inferio r local copies of antiquated foreign orig inals.

-  Lack of suitable soft spun, lubricated, special yarns. Import d ifficu ltie s and delays.

-  Domestic and export markets are saturated with low quality products.

The export refinancing scheme whereby L/C orders can be discounted at 3 %  p.a. is  effec
tive for units which have sufficient quality production.

Modern knitting machines may be imported free of duty but suitable yarn is unavailable 
local ly .

*»*M*g-- f ¿Of***
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4 . Garment Industry

The ready-made garment industry is  the most promising p rio rity area for export but It  is very 
weak s t i l l  because the domestic market is  geared to household and s jII ta iloring.

GOP urgently wishes to motivate the SI garment industry for export but only the better 
organized 3 or 4 medium sized plants have succeeded.

GOP is  advised to strengthen the industry by channelling army requirements to it  as well as 
encouraging industry to place orders for workclothes. They wish to encourage fashion gar
ments based on traditional designs especially from the hand loom sub-sector, for sale through 
boutiques abroad.

There is  thought to be great potential for children's garments, ladies' garments and sleepwear. 
The Government garment industry is not successful. The Government therefore intends to d i
vest itse lf of their industry by turning it  over the private sector.

GOPA would like  to encourage jo int ventures, preferably located in special duty free areas 
for import of cloth and export of garments.



INTERVIEW No. 2

Goat of Pakistan, Islamabad, Threodline Centre, Cottage Industry

In the absence of M r. Nobat Khan, Director, M r. N ia s i, Joint Director, gave the following 
information:

1 . GOP is  giving lit t le  help to cottage industries, except to carpet training centres which 
are mostly closed or inoperative.(9 -  lo  are closed in P ind i). Small weaving in Pindi
is very poor.

S k il ls  exist in cottage industry which is different from SI sector. A ll require additional 
working capital of about Rs l,ooo per household worker.

2. Finance is required for immovable property for small weavers in Pindi -  suitable sheds 
are not available for small group operation.

3. Assistance is urgently required in design, especially in adaptation and development 
of traditional designs. A full -  fledged design centre is required for the state -  he 
suggested that new centres were needed in Hyderabad, Quetta and Peshawar -  and 
that the Lahore showroom centre needs upgrading.

4 . Marketing fa c ilit ie s required at hon * and abroad. Mi ddlemen control everything today. 
Warehouses are required in centres such as New Yo rk , Frankfurt, London and Amster
dam, with showrooms.

A special organization Is required in Pakistan to promote, develop and market the output 
of cottage Industries, e .g . handicrafts.

5 . A buying organization tor the sector is needed, with credit fa c ilit ie s on basis of inte
grity and experience of cottage industry entrepreneurs. If  appraised and approved by 
SiDB there should be no losses -  or almost none.

6 . Warehouse* and galleries abroad should be run on business lines. The Threadline G allery 
in islamcbcd was very attractive ond orderly and it  shows what can be done.

7 . Pakistan requires finance for both buying and se lling , e .g . advances require to be 
made to cottuge industries i f  they are to expand and prosper.

comment

M r. Nobat Khan and M r. N ia si are men of the highest reputation for integrity and moti-
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INTERVIEW No. 3

SID B, Te xtile  Training Centre, Peshawar

Interviewed M r. Habib Rahman, Chief -  trained textile  expert (Blackburn Tech. UK)

There are 8 textile  training centres in the province:

-  4 mainly wool weaving
-  4 cotton
-  plus 3 separate units for knitting
-  2o carpet training centres wich include Afghan refugees (not a ll are operative).

Cotton weaving school has prim itive warping, primitive^ood fires jigger for dyeing, 
bleaching andv/eaving on wooden handlooms. Pupils work in centre on piece rotes after 
receiving diploma or start working on handlooms at home: 25 %  in centre, 75 %  at home.

A rtic les: Bedspreads, bedsheets, towels, muslin for students e .g . "Khaddar" made from 
natural beige colour^hort staple cotton costing Rs 8 .o per lb , used for headdress, sh irt and 
trousers of Pathan traditional style -  often embroidered by and for ladies and for export. 
Many handlooms and 4 old powerlooms installed without stop motions.

Also make "P a tt i" woolen fabric and said to be capable of supporting large family with 
1 -  2 handlooms.

Minimum capital required to set up is:

loom l,ooo 
material 1 ,ooo

Rs 2,ooo

The loom shed was cluttered crowded and dark and is below the minimum which is required 
for human cottage a c tiv ity , let alone industrial production.

3 pit looms which need more space and light were seen, they were supporting 3 large fami
lie s who lived in a small but homely dwelling round a courtyard.

The centre was excessively basic and urgently needs upgrading by a small injection of cash 
and by motivating the trainees, e.g. by providing minimum capital required for start-up, 
without burdensome form alities. Additional teacher training is required and more teachers 
for extension work.
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INTERVIEW No. 4

S1DB, Peshawar

Two interviews with M r. Shah W ali Khan, District General Manager, and M r. Mohammad
Shahid Khattak, Assistant Director (and counterpart in Peshawar).

M r. Shah W ali Khan stressed five special problems of S S I:

-  marketing
-  raw material
* spare parts
-  finance
-  training.

1. The loom production is sold mainly in Karachi to specialized agents for export. As 
the small units are chronically short of cash they are forced to unload woven grey 
fabric at any price, thus placing the wholesale agents in a commanding position.
The solution is  for organized marketing by groups of weavers, who are capable of 
exporting direct in substantial yardages -  with or without local agents, i .e .  there 
are ample markets In OPEC countries where standard quality grey cloth in 2o x 2o,
6o x 56 construction can be placed.

2. To expert successfully, long term, the weavers must have assured sources of supply of 
standard coarse carded yam. Actually spinning is  a large scale operation where p rio ri
ty Is given to yarn export, own cloth production for export and domestic market, and 
i f  there is any yarn surplus it  is channelled to the domestic market through wholesalers 
who give p rio rity  naturally to the stronger and bigger medium scale plants.

If  GOP wishes SI weavers to expert successfully the spinners should be instructed to 
reserve suitable quantities of yarn for them. GOP would be well advised to restrict 
export of grey cloth to production by fu lly  automatic looms (e.g. Siddicui local make); 
loom makers should receive incentives to improve quclity and hence productivity of 
SSI units and quality of fabric for export. Very small units of 4 looms upwards In 
Punjab which u t ilize  obsolete local looms without stop motions should not receive quotas 
of yarn for export as they are giving Pakistan a bad name abroad.

3. M r. Shah W ali Khan complained of the high price of Icoally made spare ports from 
Punjab.

4 . He stated that berks were not cocoerating in finance for S! although S ID 8 takes 5o ch 
share of the credit risk?

His
rhe

view rhet the orooer credi 
i traaitional anc shoe--.!ir.c

t qualifications should be experienced and Integrity rerher 
barking procedures besea on mortgages and personal

auorantees.
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He stated that Government Banking Council central organizations should allocate more 
credit lines to S I based on appraisal by SID B followed by speedy approval i f  reaso
nable by banks with sw ifter disbursement. The actual system for approval and disburse
ment is  cumbersome and takes one year cr more (the f irs t  request for financing 
a small garment industry is  s t i l l  pending.

H is idea is that a quota should be established for each province and that local branches 
of banks should be authorized fu lly  to proceed without further reference to far away 
Head O ffices.

He wanted the cooperative banking system to be extended to cover handicrafts/home 
industries.

5. He wishes help and financial assistance to upgrade existing service centres, to get 
better training for senior staff at home and abroad, with extra staff for extension 
services.

It was obvious that M r. Shah W all Khan was a dedicated and constructive DGM and 
that M r. Mohammad Shahid Kattak was a good assistant director who would profit from 
training abroad.
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INTERVIEW No. 5

Training for Cottage Industry

S ID B, Embroidery and Kn itting  Centre, (Nowshera), Peshawar (Established 1972) 

Interviewed M rs. Naneda Akhtar and M rs. Zadyal Kakasahits, supervisors.

Loccted in a remote h ills id e  v illage, with very old buildings and no fa c ilit ie s and no liv ing  
quarters, lo  g irls  receive Rs lo o ,-  monthly each stipend and are kept stric tly  In Purdah. 
Bare but pleasant place.

Hand kn itting , hand embroidery.

Equipment: Several domestic sewing machines and 1 memomatic flat bed Singer machine. 
A fter receiving diplomas (1 yearcourse) they either jo in government service or set up as 
cottage industries, usually as hand embroiderers because machines cost Rs 8oo -  2 ,725 , 
average = Rs l,5 o o . Raw material is  bought from bazaar, say Rs l,o o o  to start up and 
Rs 1, ooo for food.

Machine Rs l,5 o o
Raw material Rs l,ooo
Start up Rs 1, ooo

Rs 3,5oo required investment.

Th is unit could use 2o -  3o machines and they could be made to pay. G ir ls  leaving do 
sub-contract work for traders.

Centre requires more teachers to do extension work -  paid i  Rs 8oo.-/month by government 
and usual fringe benefits.

Teachers need help from desired regional service centres and would like  housing as the 
journey from Peshc-.var costs Rs lo . -  daily and is disagreable, by crowded country t'us.

Need training in Service Centre In Lahore for designing.

To be effective this SIDB centre requires upgrading, by proper equipment. The two super
visors were dedicated and had good ideas.

W ith minimum finance independent cottage industries could be augmented -  security could 
oe based on the mccnine and the minimum of red-tcpe is called for. Mctivcticn and in -  
centime is urgently reauired.

t * T "f .v e > $ - i i



INTERVIEW No. 6

Jom ?ot-il-Ansor, Weovers and Power Loom Cooperative Society, Hyderabad

Th is very active society in Hyderabad old city has 63 units of 4 looms = 252 looms. It covers 
5o %  of the S I power looms in Hydreabad since starting operations in 1976.

IDBP has granted a revolving loan of Rs l,265 ,o o o  for 14 months at 13.5 %  to finance 
bulk buying of yarn direct from the m ill sector. (In practice the chairman was being harassed 
by two income tax inspectors and a bank inspector; he was worried that the f irs t  repayment 
was due 2 months after date of loan contract.)

The cooperative could f ix  the price of yarn upon pament of a deposit, whereafter the m ill 
allowed lo  -  12  days for fu ll payment.

Actual prices lo  lbs of 2o/l = Rs loo
lo  lbs of 32/1 = Rs 124

Combined output 3oo,ooo yds monthly for export via Karachi agents
450.000 yds monthly for domestic use

350.000 yds monthly total.

The cooperative has rudimentary warping, s iz in g , bleaching and dyeing for its members by 
very prim itive inexact methods.

It arose from a group of pitloom and handloom weavers who bought locally made power looms 
from 1956 onwards. The present loom cost is  Rs 4,5oo -  lo,ooo and they are fu lly  aware of 
the need to instal wider fu lly  automatic machines. Present widths are 36 ,45 and 5o "; 72" 
is  now needed for export of suiting-width fabric.

The chairman wants to export through a government agency; he wishes to receive an export 
re-financing loan at 3 %  p.a, after l/ C  has been opened.

At present the cooperative is se lling through wholesalers at 2 -  3 months credit; even so 
they have 45,ooo yds unsold.

Main Problem Areas

-  Marketing
-  Power cuts
-  Spares for imported looms
-  Finance
-  Raw material supply
-  Lack of nearby banks



CASE STUDY No. 1

An Export Kuitwear Factory, Karachi

The managing partner is  proud of his cotton knitwear plant which is  working exclusively 
for export. He is  the biggest exporter of high quality knitted T . - s h ir t s  to Sweden and 
Denmark worth US $ 2 ,000,000 p.a.

In spite of crammed city premises and old imported circular knitting machines he achieves 
quality accepted by two of the most exigent European markets. As a result of good manage
ment and high wages, e .g . Rs 2,5oo monthly plus fringe benefits and 1 1/2 months bonus, he 
has no labour problems.

The firm has dyeing and fin ish ing equipment in a nearby plant and also hcs an interest in a 
spinning plant near Karachi.

Theirmainproblem, however, is suitable yarn for kn itting . The only two m ills  making suitable 
soft clean yarns have a nonopoly and even he has no guarantee of yarn supply. He either 
pays cash or 15 days payment In advance; there is a premium for such yarns which cost Rs
1. 15/lb for 3^ 1 and Rs 1 .35/lb  for 4 c / l. Addi tional m ills  for hosiery and towel yarns are 
urgently required.

Electric power fa ils twice daily and telephone connections are bad.

In spite of everything he is successful at exporting, making use of cheap financing at 3 co 
p.a. on the basis of firm orders with irrevocable Letters of Credit.

He has plans for a most modern kn itting and finishing m ill costing US $ 3,5oo,ooo. The part
ners travel constantly to their export markets and produce against agreed samples. They re
ceive regular orders whereby they can organize the production without stoppages. The 
firm has its own resources as well as bank overdraft fa c ilit ie s.

Apart from complaining about GOP bureaucratic delays and raw material problems they were 
satisfied and optimistic. Th is sort of serious, hard working entrepreneur would merit fu ll 
support for expansion after bclcncing their existing plant.



CASE STUDY No. 2

A Hosiery M i l l ,  Private Family Ltd. Company, Karachi

The main pioprietor and chief executive, complained bitterly that there was no spinning 
m ill making yarn to the correct specifications. The big spinners are a ll occupied with 
dumping warp tw ist yarn into export markets. "H o sie ry " or knitting yarns require 25 %  less 
tw ist than yarn for weaving; i t  should be clean, regular and free from knots and lumps. It 
must not develop streaks due to o il and grease at spinning; bleaching and dyeing faults are 
unacceptable. He said that there is no package dyeing of acceptable standard, i .e .  f ir s t -  
class dyec/bleached yarn on automatically wound and cleared cones is unobtainable. F irs t 
quality combed yarn is  unavailable; blends of polyester/cotton are of poor quality and 
insuffic ient volume. Modern high bulk acrylic yarns and acrylic/cotton blends must be 
imported. The supply of raw material is their major problem.

The m ill was started in 1954 by a family from Bombay. They had s ix  imported circular inter
lock machines and two manual fla t V . bed machines. Th is very small industry was expanded 
to medium scale by 196o by the addition of 17 more simple circular knitting machines from 
FRG , UK and Japan, and 14 hand operated flat V . bed machines for sweaters and rib  
trimmings.

As usual in the knitting industry they diversified into interlock underwear, sweaters end simple 
T -sh irts ,  i .e .  they set up a garment making section mostly with cheap Japanese sewing ma
chines in prim itive buildings.

By 1975 they had assests of less than Rs 3 ,000, 000, but by ploughing back profits and arrang
ing bank loans they became an important industry by 1977.

They reorganized the m ill buildings, machinery and equipment from 1977 onwards with the 
following results:

1977/78_________ 1978/79 1979/8o 198o/81 (est.)

Gross Profit before Tax 15o,ooo 9oo,ooo 1,5oo,ooo ?
Turnover 7,ooo,ooo 13,ooo,ooo 1 9 ,000,000 2 5 ,000,000

U n til last year they increased their turnover by giving sub-contracts to commission kn itte rs, 
who supplied large quantities of grey knitted cloth, //hereby the output of the garment 
side was augmented, with the inexpensive addition of more modern sewing machines.

In 1978/79 they secured a loan of Rs 3 m illion from IDBP on mortgage of fixed assets, for 
import of 9 high production circular knitting machines of advanced design, and high out
put of special fabrics, including terry and velour, specici rib machines for underwear and 
one outstanding fu ll jacquard machine for fancy sweaters. Rs 5 m illion  was borrowed for 
extra working capitcl at 3 %  for export or 14 °o for domestic sales.

Locally made boiler, k ie r, jiggers and winches have been successfully u tilize d , but the 
fabric drying (Pegg UK) had to oe imported in the abserce of locally made equipment. A ll 
other machines for knitting and sewing are new high speed productive imported makes.
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.■ nAoin Problem Areos

"he sophisticated high production circular knitting machines were imported in 1978/79 when 
'■orn was on the free l is t .  But on 1 .7 .8o  the Government banned import of yam except for 
ioo kg p.a. per power loom or 6 ,ooo lbs p.a. per knitting machine which was taken to be 
jqulvalent to 12  power looms.

i,ooo lbs p .a . x 9 machines installed = 54,ooo p .a ., whereas the minimum requirements 
ire  lo 8 ,ooo lbs p.a. on two sh ifts. Moreover, the G O D basis for yarn value is US $ 
t.oo per kg w h ilst the special yams required are said to average US S 6 .oo when heat set, 
dyed and put up on cones in knot-free condition.

Consequently their machines were idle at the time of v is it .

He stated that the licencing authorities are using a criterion book dated 1965 for assessing 5m 
port author!tisation; he should use such machines on 3 sh ifts for 24 hours daily on 6 days 
weekly, or 7 days continuous operation, in order to amortize the high investment cost.

He said that licences to import yarn should be restricted to industrial users, in order to cvoid 
middlemen and corruption; the best solution would be to allow unrestricted import by repu
table m ills  who would be prepared to provide proof of the production capacity of their ma
chines based on information supplied by international machinery makers. He gave credit to 
the present Government for its  assistance to industry generally and was sure that the licen
cing disincentives would be corrected eventja lly .

Note that this advcnced and b rillia n t entrepreneur urgently requests the service of a techni
cal support centre in Karachi. He claims to be uneducated himself (which is untrue!) but 
his younger brother was trained abroad by machinery makers and by attending a school of 
tecnnology -  he in turn is training a yet younger brother so that he can run the m ill in his 
absence -  and this young man w ill soon be sent abroad.

The entrepreneur is fu l̂ of ideas for future expansion and balancing, which he recognizes 
to be a continuous process in future.

He wishes to branch out Into:

1 . Special infant clothing (made from brushed acrylic-viscose blends for softness).

2 . High quality underwear for export, based on the latest l x l  rib high production machines 
to overcome shrinkage problems.

3. Special P/C, P/A and ccrylic/cotton blends, raised or.d crushed for jogging suits and tops

4 . Exoort auality T -sh 'rts  with high quality rib collar end fin ish  for sleeves, pocket; emblem 
and with a b ility  to supply striped material. Mainly from P/C 65/35 blend, or P Do-'C 5o 
blend.

He estimC'es that Rs 7 .5  m illion  is the minimum further investment for this programme.

Th is case study r !iusrrate; rhe progress of a successful entrepreneur from very small to medium 
scale in the knitting sub-;octor. Th is company is flourishing in spite of mis-applied Govern
ment c e n t r a !  cf varn imper1-.,
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CASE STUDY No. 3

A Çorment Industry in Lahore

The principal and chief executive, a retired wing commander has bad bitter experiences 
in the garment industry during lo  years:

In spite of a fine location on ample land with excellent buildings and the finest imported 
machinery the m ill is  stopped for lack of orders and lack of working capital. Th is ideal 
factory should be exporting 13o,ooo garments p.a. because it  has almost everything in its 
favour. What it  lacks is  cash, luck and professional management.

The fcctory started to produce for the domestic market in 197o and then switched to export 
as soon as workers had been trained. A power shortage in 1971 was followed by the Pakista r/ 
Bangladesh troubles.

In 1972 they accepted a large order for cotton bags at a fixed price and lost Rs 25,ooo, 
because the cost of raw material went up.

They next worked on small export orders through intermediaries at low capacity and incurred 
further losses.

They worked on export to a UK company without success and fin a lly  had to accept claims 
for lo  %  of the value of sh irts, blouses and trousers because of wrong siz ing  and design 
troubles.

He next discovered a very big department store chain in Ita ly which took his whole produc
tion and eventually went bankrupt,causing loss of the remainder of his working capital.

He next decided to guarantee the quality of raw material supplies by purchasing for cash 
from one of the best large m ills , the Kohinoor plant belonging to the huge Saigol group.
Once again disaster overtook them as the cloth was refused by exporters end they re
ceived no satisfaction from the suppliers.

Since 1974 they have been working at 35 %  capacity for the domestic market. The p rinc i
pal owns a retail shop which se lls a very wide range of garments. Th is has led to production 
problems and further losses.

The principal attributes much of his bad situation to a German DM loan for machinery and 
equipment which was equivalent to Rs 2oo,ooo in 197o. Owing to changes in exchange rates 
this loan, which is in arrears, wouid need Rs l, lo o ,o o o  for its repayment. It is  hoped 
by the principal that the loen w ill ce cancelled!

He ihinks that there is GOP bias egainst small industries. He also blames imports of used 
clothing and contraband for his fa ilure. He no// thinks that he teke orders on CMT basis 
so that the m ill can continue operating. He does not realise that the main trouble lie s in his 
own lack of knowledge of a highly competitive and d iffic u lt industry.

Jc■ r*f venture with a sound foreign company would epoear to be the only viable solution; 
in this case the factor/ would require :o be in the cards of competent professional management.
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Large -  Scale M il l  with New Garment Section, Karachi

The new garment section was well installed on the same site as the vertical intergrated m ill 
(which was not visited).

The garment section was located in good, well lighted, clean, orderly premises, with long 
cutting tables, band saw and hand cutters,Juki imported lockstitch, buttonholing and button
ing machines, and double overstitch hemmers.

The product seen was sophisticated printed and raised shirting material made for the US 
market.

The company has its own production of fabric, which is cut and sewn in one deportment and 
assembled another, where it  is  also inspected and packed for export.

The designing is  based on direct support from USA .

Th is standard of garment industry is ideal for export to the most advanced countries; It 
is  unattainable by small industry concerns.

CASE STUDY No. 4

S  4  -• f  #
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The proprietor has started the most fashionable garment industry business in Karachi w ithin 
the last few years from nothing. He is  a young socialite belonging to a very rich fam ily; 
this b rillia n t entrepreneur failed academically but he had a f la ir for marketing, fashion, 
design and people.

He was the innovator in the manufacture of high quality ready made garments, which every
one said would fa il because of the strength of small tailoring businesses and household 
sewing.

He finds the market very dynamic; demand for this boutique style range is increasing at 
least 2o %  p.a.

He considers the garment industry of Pakistan to be in its infancy and very weak. It  has 
enormous export and domestic potential and should develop very fast i f  it  receives enlighte
ned support from GOP backed up by IBRD /UN ID O  and ITC .

He suggested that GOP should set up a special cell for made-up textiles which should use 
the best world garment industry consultants.

Th is agency should study the loans and incentives required; the best manufacturers should 
be selected for long term support and pratical encouragement. Land end buildings should 
be furnished by GOP at low interest rates.

He withdrew from exporting in 1976. Although he discovered good customers, the mechanics 
of exporting boutique garments were too d iffic u lt and refinancing was too complicated for 
his small personally managed firm . In theory 8o %  of the value of L / C  could be borrowed 
at 3 %  p .a ., but small firms are unable to cope with documentation.

The germent industry requires lit t le  investment for fixed assets, but needs massive working 
capital to cushion production from the problems of securing suitable fabrics. Bcnks are 
dilatory, autocratic and in flexib le . The ir main interest is  to get watertight security, pre
ferably f irs t  and sole mortgages on fixed assets worth many times the amount of the loan.

There are thousands of suitable entrepreneurs who could make a success of exporting, but 
they need government loans at preferential rates of interest. If  they are well chosen, and 
properly supported, the number of failures should be m inim al.

He suggested that GOP s h o u l d  m a k e  a  p r a c t i c a l  s t u d y  t o  f i n d  o u t  how a n d  w h y  T a i w a n ,

S.Korea .na Honkong have been so successful.

He exoected that they hsd a c h i e v e d  world d o m i n a n c e  in garment making by a fru itfu l 
collaboration between government, raw material suppliers, and garment industry entre
preneurs. in meny cases Joint ventures had accelerated the pace and variety of development.

CASE STUDY No. 5
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Showrooms and warehouses in  centres like  New Yo rk, Frankfurt, Amsterdam, London and 
Paris would be very helpful.

He said government policies were often very sound, but execution was too bureaucratic; 
in his opinion it  would pay GOP to restructure the whole basis for incentives to the textile  
and garment industries, granting lit t le  or nothing for raw cotton and yarn, modest incen
tives for cotton fabrics, and much larger incentives for garment industry.

i, * * *; i # €' &



CASE STUDY No. 6

53 Garment Industries, Ghodiaiy Build ing, Karachi

53 small tailoring and garment industries were visited in one building near the commercial 
centre of Karachi. Interviews took place with the proprietor of one. Garment industry and 
four other entrepreneurs varying from 3 -  loo sewing machines. The majority were small 
tailors working in one small crowded room with 4 - 5  employees sitting  around the work 
area. Such typical enterprises specialized in formal sh irts, or T -sh irt s ,  or trousers.
They buy what raw material they can find from large m ills  for cash; they have to give 
2 - 3  months credit to wholesalers because of market saturation by over-production. A l
though quality of sewingwas suiprisingly high the small scale of operation was unsuited 
to exporting, and costs were too high because of excessively high prices for locally pro
duced fabric.
Most proprietors complained about labour problems; workers drift from one shop to another in 
order to get increased wages.

A ll garment makers complained about financial problems, both for fixed assets and for working 
capital, i  .e . cash purchases of cloth and sales of garments on credit. Many were being forced 
to do cut, make and trim work for converters owing to lack of money for raw material.

The propriertor of the garment industry said faster and better equipment was required for 
export work although he admitted that locally mode sewing machines were suitable for small 
ta ilo rs.

He suggested custom b uilt factories to be built on industrial estates with service centres for 
technical support, training and marketing of export goods. Direct sales to chosen foreign 
markets are required instead of dealing through local agents.

In his opinion the ideal scale would be loo sewing machines with 15o workers, including 
preparing, cutting, sewings, assembling and packaging. The output should be l,ooo 
shirts daily in 8 hours and the estimated capital would be Rs 2 , 000, 000 .

Another larger entrepreneur was interested in a loan to put up a factory of 2oc sewing 
machines on an Industrial estate for export preferably as a jo int venture with a foreign 
concern which could furnish the fabric, I .e .  to work on C .M .T .  basis only.

The conclusion is  that about 5o of the small tailoring concerns were unsuitable for export 
owing to smallness of scale. But at least 3 of the iarger entrepreneurs have the ab ility 
to branch out into export production, provided they can secure the necessary locns and 
fa c ilit ie s.
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CASE STUDY No. 7

A New Towel Industry, Peshawor

Th is by world standards very small-scale modern terry towel industry has an investment of 
Rs 2o,oco,ooo in fixed assets and Rs 800,000 for working capital.

It is based on 16 Saurer Terrymatic high speed looms of which 4 are fitted with ¡acquard 
motions. The smalles economic unit is 24 -  36 looms because a smaller scale is inadequate 
to support the ancilla ry plant and the technical management required.

The small production unit is  housed in  4 acres of massive buildings on a 15 acre industria l 
site in a huge new estate, which is lo  miles away from the c ity and on which there is no 
medium scale industry. There is  no other high quality towel maker in the province and there 
is  no accommodation for workers in the v ic in ity .

The choice of looms and process machinery is  ideal for an export oriented project; but 25 %  
of looms are already stopped for lack of spares and absence of technical s k i l l ,  and the re
mainder w ill also stop unless action is  taken in time. The erector from Sw itzerland wcs only 
present for one month, when he was exclusive ly occupied in setting up machinery. The 
usual delays connected with import licences w ill make it  d iffic u lt to secure the electrical 
spares, loom spares and punched cards without which the factory cannot operate.

The managing director was away in Germcny for marketing. In the meantime the 4 jacaucrd 
machines produce towelling which is unmarketable because of its defects and its high prices. 
It was a mistake to commence production with jacquard designs which are too complicated fcr 
a new factory.

The financial structure appears to be unsound as there are loans of Rs T 3 ,000, coo compared 
with equity of Rs 7,7oo,ooo. The working capital of Rs 800,000  Is  to ta lly Inadequate for a 
company which must buy yarn for cash, and which needs Rs 2 , coo, 000 to finance the two 
months minimum stock required. In any case, losses of Rs 2 ,5 o o ,000 fo.date would have 
extinguished their working capital.

Th is case study of c terry towel factory requiring an investment of Rs 2 2 ,800,000 fcr o 
smale scale industry indicates:

1 . The danger of choosing capital intensive advanced imported machinery without the 
knowledge and experience required to run it .

2. The need of fu lly  trained management prefercbly by association with established fo
reign terry towel specia lists..

The inescaccole requirement of professional 
investment needed fcr a viable unit.

project studies to estaclish the scale and3.
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4 . The need to arrange sound finance including ample working capital and sufficient 
imported spare parts for several years.

5 . The choice ofa suitable location with accomodation for staff and worker .

6 . The desireability of having a properly equipped service centre before attempting to 
start unknown technologies in decentralized areas such as the North West Frontier 
Province.
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CASE STUDY No. 8

A Small Towel Industry, Karachi

The proprietor and his partner came to Karachi from Bangladesh in 1973. Both are uni
versity educated and they are managing a small towel plant of 14 Dobby looms of local 
manufacture, costing Rs 2o,ooc to Rs 3o,ooo per loom.

O nly lo  %  of 2nd grade towelling is sold locally and 9o %  is exported regularly to U K , 
Canada, Austrafia and New Zealand.

Yarn is bought for Rs lo .5c / lb  from one m ill through an agent.

The ir main problem is  export quota to EEC which has been fixed at only 45,oco yds p.a. 
Lack of finance is an equally acute problem:

1 . They have no fac ilitie s with banks.

2 . Credit for yarn purchases costs 3 %  per month.

3 . They need working capital to increase exports by 25 % .

Th is case study clearly illustrates the problem of insuffic ient finance which Is strangling 
exports. The partners are competent and credit worthy.



CASE STUDY No. 9

Canvas and Tentmaking Company, Karachi

The engineering director said that there had been a slump in canvas for several years which 
had hit SSI plants of lo  -  16 looms, many of which had shut. Th is exolained 
several abortive v is its  to SSI units, which were closed. Meantime the instab ility in ME end 
the 1 m illion  refugees from Afghanistan had stimulated trade; there had also been a world 
increase in the demand for camping equipment. The industry is  now working flat out.

The m ill sector has been afraid of Government interference and unionisation; they have 
therefore stopped many looms and sold some off. The way is open for SSI canvas makers 
but the tent making industry is not suitable for very small units. Such firms are vulnerable 
to pressure from the m ill sector; only a few large m ills  make satisfactory coarse twisted yarn 
for canvas. It is a bulk industry which needs high working capital and assured outlets. 
Marketing is a major problem for SSI units because canvas is a specialized field which 
suffers from severe fluctuations.

It is  a mature industry of small or medium scale by world standards. Even they would wel
come credit for investment purposes, e .g . modern 2 for 1 twisting at low interest would 
strengthen their manufacture by reducing cost and improving quality.

Imported looms are too expensive; locally made looms are of poor quality; but they cost 
Rs 18,ooc for a heavy duty 72'' model whereas a picanot conventional automatic loom 
costs Rs 125,000. Local looms require ungrading.

He has an advanced line of production for sales to Western countries and a very labour in
tensive second line for exports to Middle East countries.

He welcomed the idea of jo int ventures for technical support and marketing stab ility  Such 
jo int ventures were impossible fer SS I people unless larger units might work on a CMT basis 
In special port areas for overseas tent makers. Such arrangements could not be based on 
the haphazard production methods of SSI units especially i f  they did not have steady sources 
of supply cf quality yarn.
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CASE STUDY No. lo

Vertically Integrated Te xtile  M il l ,  Islamabad

Lar^e scale spinning, weaving and fin ish ing Ltd. company which also supplies yarn to 
small industries.

Interviewed by chief personnel officer, with chief managers, both technical and financial.

Th is very large m ill in immense property is well installed by 195o standards in a ll respects.

Machinery: Basically Toyoda 1951 Spinning with 5o,ooo spindles. 75o Sakamoto 36" looms 
changed locally to 72" reedspace for export. One section is being modernized at spinning 
with imported 197o technology Japanese machines. Hergeth Opening (fa ir). Fin ishing 
machinery is about 196o technology with few modern machines.

Wage structure: In addition to Government controlled wage of Rs 55o monthly a 8 loom 
weaver gets:

-  Free housing or allowance of
-  Attendance allowance
-  4 months bonus + 1 month holiday = 55o x 5/12

14o yds subsidized cloth = equivalent loo m : 12 x 6
-  Price-controlled sugar, subsidized flour, pulses, tea., 

socp at cost. 5 %  incentive bonus est. t
Basic wage

Take home pay equivalent

Rs 55
Rs 4o
Rs 23o
Rs 2oo

Rs loo
Rs 55 о

Rs 1,175 p.m.

Overall cost structure from accountant:

Wages 2o - 25 %

Administration lo 0/o
Raw material 4o %
Dyes + Chemicals 4 %
Stores, power 11 %
General 1 0 %

Note very high %  includes 7 %  social security 
Rs 1 oo education p .a ., 5 %  old age pension,
6 %  provident fund

0 0  " b

Marker: Yarn 7o %  exported
Grey cloth óo °з "

3o %  local (4o days credit to dealer) 
¿o %  "

Loom a!locations: 4 - 6 or 8 locms/cperative, average 6. 65 °o efficiency.
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The technical manager complained about lack of marketing although he has developed many 
interesting original cloths, e.g . towels, gabardines, denims (poor), checks with different 
blends:

Raw material prices:

-  Domestic cotton Rs 43c/maund (82 lbs) = 524/loo  lbs (198o)
Domestic cotton Rs 4oc/maund (82 lbs) = 48E/loo lbs (1979)

-  Export cotton Rs 5oa/maund (82 lbs) = 61c/loo lbs (1979)
Importedpolyestercif 1 l/ 2  den. 1 1/2" = 78c/loo lbs (1979)

Has no yam stock today.

Output: 9 .6  m illio n  yds. p .a. +  yarn from 5,84o spindles ± 1 m illion lbs = 3 .2  m illio n  lbs 
yarn from 19,16o spindles.
Working 3 sh ifts 6 days but v/ill work 7 days soon with 4 group system as prospects and orders 
are improving.

General information: 172 m ills  in country of which domestic market only needs 5o % .
1" staple average cotton available because crop estimate is 4 .4  m illio n  bales end m ills  
consume 2 .5  m illio n .
1 m illion  lbs yarn available for export and local market including SSI who get any 
surplus.

Workers: Ample supply, but best going to Arab countries for salaries lo  times Pakistan rates. 
Has trained excellent upper and middle management.

Fu ll yarn and cotton testing, weaker cloth testing.

Exporting yarn to Hongkong and Europe, cloth to U K , Austra lia, Canada, US,Japan, Iran. 
(Khaki d r i l l ) .

Is N o. 1 m ill in NWFP by training and motivation although machinery is not most recent.

Siddiqui fu lly  automatic looms Z  have bobbin change, weft stop and crenkshaft weaknesses. 
4 looms per operative -  but might give 6.

Comment: A v/ell managed 1954/l97o type m i! i .
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CASE STUDY No. 11

Large Integrated Te xtile  M i l l ,  Nows hero, near Peshawar

Supplier of yarn to S S I.
Supplier of surplus yarn to SSI sector through wholesalers, 
interviewed by Technical General Manager and staff.

Large-'ertically integrated cotton spinning, weaving and fin ish ing plant on ample space. Fa ir, 
and also recent beautiful brick buildings for offices.

Founded 1954 -  bought by a local family in 1962. Present chairman received a whole bank, 
money and this m ill as his share of the family interests. Brothers have even greater industrial 
and commercial interests.

Machinery: 2 5 ,ooo spindles 2 , 3oo workers
428 automatic looms (328 only running, so as to release cotton yarn for export 

and domestic use.)

W ell designed and reasonably modern fin ish ing . Uses cotton and polyester/cotton blends.
1 l/ 2  denier, 1 l/ 2 "  staple. Spinning mainly Howa Japanese 195o type opening and carding, 
plus one modern lin e , Howa 1972 . 4 major cleaning point opening, crosrol card conversions, 
but with only medium diameter cans.

2 Yersamatic Drawframes, old Rieter Combers 1  , 4 Rovematic Rovings and Howa Ringframes 
with SKF PK 22o Drafting and some Scao Lowell with Magnedarft, not functioning well on 
coarse counts.

Avercge count about 24 because of 3o’s combed and 42 's P/C blends. 65/35, but manager 
prefers 5c/5o.

Murata obsolete winding, reels (locally made)
Hacobc '' "
Huge inefficient Berber Coiman machine t  45o spindles for 1 knotter.
Obsolete warping.
Obsolete but acceptable s iz in g , heavy s ize  application over 12 %  to counteract poor at
mospheric control at weaving. 3o8 Sakamoto automatic 1954 looms and 12o Siddiqui 72" looms 
fu lly  automatic 145 picks per minute. Overall efficiency 7o %  with 87 %  relative humidity. 
Very sticky.

Many stripes and some colour',.oven box motions.

1964 fin ish ing, old Vollenweider Shearing -  after inspection of a ll cloth.
Open width Stork Bruckner with washing, shrinking, drying.
Mercerising -  oid Kle inew erfers. Stenters, baking/developing.
Sulphur stock dyeing for traditional Malatio black cloth used by shools and low income 
v il iager:.



Raw material: M ainly local cotton financed by banks at 14 %  + 1 %  charges.

Testing: Have fu ll yarn end cotton testing, some cloth testing.

Union: Very fiendly and cooperative. Good workers.

Opinion: Local makers could copy Picanol loom f o r i  US S 4,ooo 
Siddiqui are making automatic loom for t  US $ 3,5oo

Comment: SSI weavers receive whatever yam is surplus to requirements through 
wholesalers.
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