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PREPACE

The International Centre for Industrial Studies, Regional and
Country Studies Section, has undertaken, under its 1978-1979 work
ﬁrogral-n, the preparation of a series of Country Industrial
Development Profiles. These profiles are desk studies, providing
statistical and economic analyses of the industry sector, its
growth, present status and future prospects. It is hoped that
the profiles will provide analyses of use to programming technical
assistance, industrial redeployment and investmeat co-operation
activities.

This profile on Pakistan is based on documents, reports and
studies available at UNIDO Headquarters. XNo {ield survey aas

Teen undertpken and some of the data on industiry are not up-to-date.

The views or comments contained in this document do not reflect
taose of the Covernment of Pakistan nor do they officially commit the
United Nations Industrial Development Organization to any particular

courge of action.
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Summa~y and Conclusions

The bdroad objectives for the development of Pakistan's indust:y
according to e current Pifth Five-Year Plan, 1978-03,include a
suostantial increase in the rate of industrial growth; an adequate
role for the private sector; increased emphasis on export—oriented
industries, on small- and medium-size labour intensive industries
and on agro—based industries; and restriction of public industrial
investment with emphasis on the complestion of ongoing investament.
Once completed these projects will involve the public sector in a
contimiing and substantial direct imndustrial role, of particular
significance in the longer term as mcset of the public sector projects
are based on import substitutior in capial and intermediate goods.
At the same time, the Plan recognizes that the zeavy puablic sector
commitmenti to capital intensive projecis nas to:;ertain axtent pre-
empted flexibili<y. I¢ may have diverted resoﬂrues away from other
ndusirias whizh zould, on Tasis of comparative advantiages, te 2xpecied
to make a more important coniribution in the near term ‘o employment,

exports and output.

The g}aq postulates a growth target for mamfacturing value addeil
of 10 per cent anmually, including a 12 per cent growth rate for large-
scale industry and 7 per cent rate Jor other indusiries. (3y way of
comparison, production in large-scale indusiry grew at an anmial rae
of 2 per cent tetween 1569/70 and 1977/78y The Plan envisiges an
increase in the manufacturing share o¢ GD? from about 1% per cent %o
18.5 per cent over the five years ending .382/83. The planned increases
in oroduction would alier significantly the stricturz of production;
thus the share of fer%tilizer, steel and steel products would increase
from adout 3 per cent to 20 per cenit of total output within <he Pl

peTiod,

To aztain these growth obijectives, a large increase in invesiment
in industry is planmed - industrial investment ould amount %o R3 40
sillion over <he fie yearsg, more <han in any other sexzvor, and would
zccount for 20 ser cen*t 5% %otal inves—ment., Publiz inves<ment 1a indus-
%>y would account fcor Rs 21 oillicn, or slightly cver half the %otal.

This is a amuch smaller porticn than in 1971-78, and reflects <he reliance




vhich is placed on a strong recovery of private investor interest.

Of the planned public sector invesimeal in industry, 77 per cent is
earmarked for the compleiicn of ongoing projects (mainly the Karachi
steel complex, cement and fertilizer projects) and 6 per cent fcr a

new tractor plant. The remaining 17 per cent is primarily to be

used fcr balancing ard modernizing investment in existing plants.

Basic industries -~ steel, cement, heavy chemicals, fertilizer
and agricultural machinery - arm assigned first priority in the industrial
strategy, with the aim at creating a sizeable base of marmfacturing
units for producing basic industrial and agricultural inputs.

The Plan, however, seens to have given perhaps oo little
attention %o, in particular, the engineerirng indusiry sub-sector for
#1ich the plamned iavesiment is rather low,as the sub-sector would seex
capable of an iamportant contritution %*o industrial Zdevelopment. I3 is
recognized, on the other hand, *hat there is comsidera®le excess capaciiy,
zlhough much of this caraciiy may e otsolete or imtalanced. It has
teen suggested that there may te a nned %o revise %he invesiment >Srograx
for this sub-sector with?}iew to rehabilitating equipmernt in areas
whers export potential e:is':s. The demand for r:tal products has been
estimated as high and the sub-gector is able %o supply a large variety
of production machinery, including textile machinery (power locas, cotton
baling presaea,etc) rubber machinery, wood working machinery and spor:

goods machinery.

Jther sub-sectors with zrowth pctential ars fertilizer, cement and
petroleum products. In the small-ecale industry secior carpets, light
engineering, leather and garmente have deen noted as having particularly
good prospects. 3Sport godds and surgical instruments shcu.d al. o De

able to expand through appropriate upgrading.

The textile industry i3 “he most important sub-secior in the present
industrial structure. The Plan is giving empragis <o the need Iur
valancing and 2o0cernization in *he industry. Attention siuculd in

particular ve given to factors such as jquality contrcl, cost reduction




and diversification of the product mix. The long-term recovery cf

the industry to its former predomipant role in manufactuwred exports
may, however, require that the Government establishes a comprehen-—

sive action program for the rehabilitation and further development

of the industry.

The current UNDP Country Programme for Pakistan, for the period
1977-81, was formulated at a time when the Fifth Five-Year Plan,
1978-83,was under preparation. The drafting of the Plan was, however,
sufficiently advanced in idemtifying the sain aims and policy object-
ives of the Govermment to permit the Country Programme {0 be based on
these aims and objectives. The main theme of the Plan, of ceuntral
importance to the industrial sectnr component of the Country Pro-
gramme, is the placing of the economy on a self-sustaining growth
path leading to the imprcvemenis in the living standards of the

povulation at large and in 211 regionms.

To combat the under-ut:il:zation ¢ installed prcduction capacity
and less efficient use of invested capital, major attention is given
to assistance aimed at the improcvement of management practices in
certain xey industrial sectors - textiles, leather and metal-working
industries. Assistance 18 also provided towards the development of
the 'pital goods industry and the chemical industry. Preparations
of large-scale assistance to the Inves.ment Promotion 3ureau for the
development of a portfolio of investment proposalc a:*e under way.
Similarly, a phase II project of the Small-Scale Indusiries Survey
which was carried out in 1379, aiming at identifying remed:ies and
vperational procedures of small-scale industries in the .ive specific,

areas, is being prevavTed.

Ip support of the country's planning and long-term programming
activities, assistance is envisaged for (i) the strengthening of the per-
formance of the planniag cell within the Ministry of Jndustries and
(ii) tha preparation - at the Ministry of Production -- of a master plan
for the country's requiremente of iron and steel during the coming

2C years and for the most sui‘tadle and eccmomic »roduciion Srocessaes.




Chaoter 1

THE GENERAL SCONOMIC BACKC.CUND AND THE ROLE OF MANUFACTURING
IN PAXISTAN'S ECONOMY

Pakistan came into being in August 1947 as a result of the partition
of British India into the sovereign states of India and Pakistan. The
sastern wing of Pakistan, now Bangladesh, seceded in Decemler 1971. The
Islamic Republic of Pakistan, now occupying the former wsstern wing of
the country, comprises four provinces: the Punjab, the North West
Prontier, Sind zad Beluchistan and the Federally-administered Tribal
Areses. Three dis*inct features mark the geography of Pakistan:

(i) The north to north-western mountainous belt;
(ii) The arid Baluchistan to the west; and

(iii) The fertile plain of the Indus River 3asin spreadiang from
north—-east into the Arabian Sea.

The mountainocus belt and the sand-strewn stone plateau of Baluchis-

tal are largely barren regions with liittle rainfall. Known aizeral
resources, mainly ccpper, are significant. Agricultural actiwviiy is
limited to scattered subsistence farming and cattle grazing. The vast
plain of Indus spreads across the regioms of Sind, Punjab and the North
West Frontier. It is heavily populated, extensively farmed and has the
country's main urban-industrial complexes. To the east of the Indus Flain
lies the desert >f Thar, to the east of th: Indug Delta lies the marshy
Rann of Kutch.

{ Cut of a total of 197 aillion acres, 132 million acres have been
surveyed and classified into variocus potential agricultural use cate-
gories. Of this 79 million acres are available for :ultivation (about
65 per cent of which is cultivated at present ) while 7 million acres are
foresta. About 43 per cent of total cultivatec acreage is zssigned <o
wheat, 15 per cent to cotton, 12 per cent to rice. QOther majsr crops

are .ugarcane, corn, sorghum, oil seeds ard barley.
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The populaticn of Pakistan is presently about 76 million and is
expected to have increased to about 87 milliion by the end of the
Pifth Pive-Year Plan period 1978 - 1983.

Table 1. Pakistan: Population estiasates 1977 - .983

(in milliom)

167778 1982-83
Total 75.52 1004 86.90 1008
Urban 20.70 27% 25.66  30%

Rural 54.92 73% 61.24  70%

Source: Fifth Pive~Year Plan.

According %o the Pifth Plan the total labour force is expected %o
increase by about 3.8 million during the Plan periocd, from nearly 22
million in 1977-78 to about 26 million in 7982-83. As ii is expected
that a net emigration of about 0.4 <ill.on labourera will take place,
an increase in employment opportunities of 1.4 million will be required,
assuming constant level ¢f unemploymenti. 4 high incidence of under—
employment is also a continuous probvlem and affects a large portiomn of
the labour force. The employment in major sectors of the economy is
shown in Table 2. The manufacturing sector employs about 13 per cent

of the total employed work force.

Table 2. Pakistan: Employment by major sectors of ecraomy
1971-83 (amillion persons)

1971-72 1577~78 1982~83 (projected)

Agriculture 10.31  36% 12.36 37% 13.98 55%
Manufacturing 2.32  13% 2.32  13% 3.47  14%
Comstruction 0.63 3% 0.90 1% 1.06 4%
Trade 1.86 10% 2.30 11% 2.78  11%
Transpsrt, commini-

cations 0.30 % 1.02 5% 1.21 3%
Seréices, unsgpeci-

fied 2.937 1l&% 2.34  10% 2.72  10%
Total 18.26 100% 21.84 100% .22 1C0%

Jource: *if<n Five=Year Zlan.
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The participation of the manufacturing sector in the couniry's economy
can also be illustrated by its relative share of the GIDP which during the
last several years has been declining slightly, from 15.5 per cemt in 1967/48
¢o 1.4 per cem: in 1977/78 (see Table 3).

Tabla 3. Pakista~: GCross National Product av cons’ nt factor cost
(at 1959-60 prices)

1959/60 1967/68 1977/78 (prov.)
Rs million % of GDP Bs million % ot GDP Rs million % of GDP

Agriculture 7,711 45.8 10,982 39.7 14,552 32.2
Kining and

quarrying 70 0.4 137 0.5 211 0.5
Manufactw ng 2,018 12.0 4,289 15.° 6,065 13.4

of which

large—scale 1,159 6.9 3,209 11.9% 4,617 10.2
Construction

services 427 2.5 1,037 1.8 2.252 5.0
Cther services 6,600 39.2 11,114 49.5 19,579 43.4
GDP 16,826 100 27,659 100 42,655 100
Net factor income

from abrecad —23 =23 2,486
GNP 16,803 27,636 45,145

Source: Pakistan Zconomic Survey, 1977-78.

Concerning the overall growtkh of the ecomomy it c¢-n be noted that during
the period 1950 toc 1970, the average growth rate of tne GNP was roughly 4.9

per cent per annum (in the 1960s8: 6.3 per cent per annum).

The disturbed political situation in the early seventies, leading to¢ the
separation of Zast Pakistan in December 1971, caused, however, a wmajor setback
to the economy. Problems of management were severely affecting the performance
of the large—-scale public sector industry. Later, ‘he impact of the severe
international economi¢ crisis, with subsequent emergerce of recession affeci-

ing the demand for Pakistan's expor%:, was heavily felt. At the same time
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investment commitments were made for majer new projects which pre-empted
flexibility in investiment programming. The Fourth Five-=Year Plan prepared
Tor the period 1970-75 became irrelevant after the separation of %the east
wing of the country. However, no othr: plan was adopted in its place which
could provide a framework foi i1nvegiment decisions. L By 1977 the cumulative
impact of persic*ent utagnation in the economy combined with enlarged commit-
ments for aevelopment projects and other faclors had created an economic
impasse.

Table 4. Palistan: Overall and sectoral growth rates 1965466 - 1975/76

(at comstant 1959—60 factor ccst)

Annual
a . . . : . .
1965/70 1970/71 1971/72 1972/73 1973/74 1974/75 1975/76 1976/71 1477/18

Agriculture 6,35 -3.C7 3. 47 1.45 4.18 =2.23 4.79 2.10 4.50
GDP .75 C.1¢ .95 7.C3 .53 1.68 4.38 1.40 5450

\n

Source: Paltistan: Corrent Developments ana Issues, World 3ank, 15 Marca 1977 ‘

Suarterly Zconomic Xeview, 4ih quarter 1378 [ZIT7

The GIP annual growth -ate from 1970 to 1977 was on average 3.l per cent
which was barely above the population growth. The agi:icultural and industrial
production growth rates were less than 2 ner cent per annum, significantly below
the rate of population increase. The low levels of output combined with a sharp
increase in public sector outlays without a curresponding increase in revenues
and foreizn assistance and a2 stagnation in exports combined with rising izports nad
vy 1377 led to serious balance of payments and dudgetary problems. Ais is indi-
cated in further detail in Chapter 7I below, a number of measures were taxen
in 1977-78 aiming at reviving output and exports and restoring private sector
investiment confidence combined with a contaimment of public sector development

ocutlay.

The effects of the limited zrowth of the economy during the 1370s om inc me.

distribution and on mass consumntion levels seem_%to nave deen amall, although

1/ The Pifth Five-Year Plan, 1378~83, was launcned in mid-197€.




accordinr to a study of the Planning Division, y real wages in the organized
gector have increased a little for unskilled labour, mostly through the exten-
cion of fringe bemefits. It also appears, according to the study, that minimum
wage legislation and uniform cost of living allowances ha.:2 reduced regional
and sectoral wage disparities. Some clunge in the scarcities have raised the
relative earnings of skilled labour, and also of comstruction workers (previous—

ly a depressed group).

}/ Referred {0 in "Towards an Zmployment Strategy in Pakistan", draf+ report
or the ILC/INTP Zxploratory Imployment Mission, 15375.
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Chapter II
STRUCTURE OF TEE MANUFACTURING SECTCR

Sources of manufacturing srowith and structural changes

Pakistan's early history of industrialization is well known. Cut off at the
time of partition from Indin, its traditional source of basic industrial commodities,
Palzistan developed in a very short period of time a substancial indusirial sector
of its own, initially as the result of impcrt substitution, aided by a high wall of
tariff and quantitative restrictions c¢n imports, but later through growth of domestic
and foreign demand.

Table 5. Pakistan: Sources of manufacturing growth:

~ Percentage of irncreased output, 19-51-72

West and Zasi Pakistan West Pakistan
1951-54 1959-63 D610
Domestic Export Import  Domestic Export Impert  Demestic Zxport Import
demand expan- subs- demand expan—- Ssubs- demand  expan— Subs-
Sion titution sicn Titution sion titution
Gonsumer
Zoods 3 1 96 110 -1 -9 55 26 15
Iatermedi-
ate goods 7 5 87 48 22 30 71 23 e
Investment
goods =7 1 106 109 1 =10 T. 3 26

Source: Stephen E. Guisinger, Patterns of Industrial Growth in Pakistan, The
Pakistan Development Review, Vol. {7, No. 1, Spring 1576.

The cumulative effects of Pakistan's particular pattern of industrialization can
te geen in data on sector growth and trade shares in Tavles S and 5. It is to be
noted that still in 1970 the consumer goods sector accounted for four-{ifths of aanu-
facturing value added. In *his sector Pakistan's largest industry - textiles - was
included. This dcminance of consumer goods is of particular interest in analysing
the future rate and pattern of Zrowth in the manufacturing sector. JAnother interesi-
ing fact 1s the different impact which past import substitution has had on %he shares
cf imperts in the tctal supplies of the three sectcrs. Impor. substizution was in
1370 2lmost exhausted in consumer gZoods, where only 5 per cent of she %otal supplies

of thege goods was obtained from abroad. In the intermediate and 1nvestment Zoods

l
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sectors, however, imports accountacd for 58 and 63 per cent of the zoods
suppliec. It may be assumed that “ .are ‘s significant scope for economi-
cally sound import replacement in ihecse sectors. On the export side, the
consumer goods sector, led by textiles, had the highest export share, 29
per cent, with the intermediate goods and investmer! goods sectors substan-

tially lower with 15 and 4 per cent respectively.

Table 6. Pakistan: Structure of Pakistan's manufacturing

sector 1210

Share in Imports as Exports as
value added shares of shares of
total supplies total supplies
(%) (% (%)
Consumer goods €0 6 29
Intermediate gcods 7 58 13
Investment goods 13 £3 4

Manufacturing by dranches of industry

A dreakdown of manufaciuring in Pakistan in 1571 {the latest year in
respect of which statistics is available) into individual sectors is given

in Table 7 below.
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Strusture of tha

sanufaciurire seoter,

157C - 1371

Nuzoor of estz- jlumber of Yalue acied, in Sruus Tizen
ISIC blishments (with g:ployce§ pr::v:efsf :a?i:al Sormae
10 or nore (thousands) -valusz {aill. ation (z:11.
workers) rupees) rupees)
311/2  Pood products . 489 42.10 8595 854
n3 Beverages .19 1.57 40 24
314 Tobacco 39 12.06 572 78
2a Textiles s 204.87 1595 155C
32/l Spirnirg, weaving, 86 96.89 820 539
etc.
322 Wearing apparel 25 0.74 7 8
323 Leather and prcducts 64 3.62 62 20 °
124 Footwear -.30 2.80 17 11
331 Wood prcducts 23 1.35 6 16
332 Furniture and fix- 38 2.17 12 9
turag (incl. metal
furniture aad
fiztures)
341 Faper and prsducts 25 6.40 66 268
341/1  Pulp, paper, etc. 3 0.82 14 - 51
342 Printing, puslishing YA 3.26 a7 33
351 indusTrial shem:zals 48 3.04 246 593
351/1  Basic chemicals {excl. 15 1.81 52 90
fertilizers)
352 Otzer chemical - 241 16.56 510 178
. procducis
352/2 Drugs and medicines 1C5 9.30 228 38
395 Rubber preoducts 56 6.81 69 28
356 Plastic przducts 30 1.02 8 22
361 Pottery, china, et*c. 12 1.84 10 17
362 Class and products 24 5.19 27 43
169 Nen-metal proiucts 39 10.10 178 431
n ren and steel 145 10.63 124 110
372 Non-ferrous metals 8 0.21 3 2
381 Metal producss 396 14.79 22 106
382 Yachinery n.e.c. 296 10.46 51 58
382 Slectrical machinery 116 13.62 190 150
183/2  Radio, telewision, etc 3 1.59 15 16
384 Transgort ejuigzen: 12¢ 15.65 130 178
384/ “ator wehicles 7incl. 21 .37 25 26
1€5 Profisiomml J2ous c2 SN 22 18
39N Cther indussiries 251 17.58 434 291
3 AT IRPLIte TR 3600 a7, 1) 5o 5177
. coN B ! . Thtintien U077 2lune gt p ar

~
SOU Tal




(mainly consumer goods) sectors as shown in Table 8.

Table 8. Pakistan: Mumber of large-scale industrial

and contributes over S0 per cent of manmufactured exports].

units in selected industries, as of June 1975

Vegetable ghee

Sugar

Cigarettes

Cotton textiles

Art silk and raycn zloth
Chemicals

Chemical fertilizers
Cement

Mild eteel products
Tyres and tubes (motor vehicle, chcle)
Sewing machines

Tlectric fans

Source: Pakistan 3zsic Facts 1974-75, Zconomic Adviser's

Wing Finance Division.

28 &

147

Agro—-based industries, such as textiles, sugar, vegetable oil, paper,
leather and tobacco, account for some 60 per cent of manufaciuring value
added; the textile sector alone accounting for about half thereof.

(The

textile sector employs: over 35 per cent of the industrial labour force

the country's industrial base has successively broadened over the years.
great number of large-scale industrial units are operating in different

AB a result of the efforts made both by the private and public sectors

A
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Much progress has alsn been made in the development of a nucleus
of heavy and basic industries. The Karachi Steel Mill is scheduled to
commence partial production in 1980-8l. The Heavy Mechanical Complex
at Taxila has started mapufacturing sugar andi cement.plants, road
Tollers, etc. The Karachi Shipyard and EZngineering Works has a capacity
of making five ghips per year, each of 15,000 IWT.

A larg: number of private and govermnment-owned re-rolling mills,
foundries, machine building, metal products and other engineering indus-
tries have been ectablished. L The engineering industry in Pzkistan is
highly decentralized; it is estimated that there are altogether 1,700
production uanite (containing about 21,C00 machine tools) ~f which 8CO
units emrlicy l;ss than 10 workers each. ZXZleven large plants provide
employmeat for 45,000. There are two public enterprises involved in the
production of machine tcols in the couniry, namely, the Pakistan Machine
Tool Factory (PMTP), at Landhi near Xarachi, and the Machine Tool
Division of Pakistan Zngineering Ccmpany {P2CC), at Lazore, which are both
part of the State Engineering Corpcraticn. PMTF employs 1,500 perscns
and works on a double shift system. In addition to manufacturing com-
dined gear and transfer boxes for jeeps and rear axles and brake drums
for trucks, it manufactures milling machines and lathes uncer licence from
Swiss and British concerns. The machine tool divisicn of FECO is manu-
facturing centre lathes, small hand-operated turret lathes and shaping
machines, and has the capacity to build 670 machines a year. The private
sector, most of which is lccated at Lanore, alsc produces machine tools,
but their quality requires improvement. The total number of machine tool
plants in the ccuntry, Uc*h publicly and privately owned, exceeds 70. Tae
total annual capacity of the industry was in 1374: centre lathes, 2,400;
turret lathes, ibo; milling machines, 25C; drilling machines, 1,435;
shapers and planers, 100; grinding machines, 10; power presses, 10; and

hacksaw machines, 55.

L/ In 1971, a team of three "WIDC experts provided asslstance and advice
%o the zcuntry on the co—ordimat:cn and efficient uvilization of its
steel, iron and engineering indusiries. 1%t was noted that in aany
factories “he installed capacity, 355 = 95 per cent, was %eing under-
atilized.
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A recent World 3ank report notes that, in addition tou wvarious
engineering machine tools, the Pakistani engineering industries is at
present able to supply the following production machinery:

Textile machinery - power looms (non-automatic), shutiles,
cotton baling presses, carding machines:

Rubber machinery - mixing mills, extruders, hydraulic ﬁresses,
dies for cycle tyres;

Hooduorking machinery -~ planers;

Ccnfectionery machinery - automatic dies for toffee manufaciure;

Sports goods machinery - bending machines for hockey sticks,
spherifying machines for footballs,
stretching frames fer hides.

The progress of actual prcduction of the country's major dapusaciuring

industiries during ihe last Za2cade, 23 zhewn in Tas.e 3, has been rather

n
(4]

uneven with major gains in respect of only a few products such as JuLar,

vegetable ghee, and fertilizers.
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Imported inputs for maputacturing

Ag noted earliar a large portion of the inputs for the intermediate
and inwistment goods mamnufacturing are imported. The composition of the
imports to Pakistan, as skown in Table 10, further illustrates this fact.

Table 10. Pakistan: Componition of imports, 1972-76

(million iupees)

1972/73  1975/76

Consumer giods 2,485 4,337
Cruce petroleun 463 2,526
(inci. partly refined oil)
Raw materials for consumer gous 2,122 4,726
Thereof
animal and vegetable oils 330 1,214
fertilizers 3190 101
2aw materials fcr capital zcods 810 1,261
Thereof
wood 27 50
coal and ¢oke 34 43
billets and ingots 186 134
Capital goods 2,499 7,159
Thereof
machinery and iransport 1,681 5,338
equipment
Total impovts 8,398 20,007

Source: Statistics Division, Ministry of Finance,
Planning and Zconomic Affairs.

Manufactured expurts

The growth of Pakistan's mamufactured exports was up to the early
19708 re’atively slow, if production capacity and potential are taken
into account, decause of the orientation of the economy of the then
West Pakistan tc meet the domestic demand including that of former Zast
Palkistan. Since 1372 manufactured exports from Pakistan have, however,
increaged most consideradly in relative as well as in absoluta teras
(see Table 11).
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Pakistan is one of the biggest, if not the biggest, exporter of cotton
yarn in the world. (ther important manufactured exports include cottion
fabrics, leather goods, tents and canvas goods, towels, ready made garments
and hoisery, carpets and rugs, sports goods, cutlery, and surgical instru-

ments.

Turmug the lagt years Pakistan has begun exportirg zlso capital- goods,
such as diesel engines, machine tools, textile machinery and shipping

Vessels.

Raw cotton and cotton mamnufactures continue, however, to be (together
with rice) the main export items, comstituting (im 1975) about 45 per cent
of total exports. A breakdown of the specific erported products is given
in Table 12 below.

Table 12. Pakistan: Export of cotion and cotton mamufactures
(tn million USS$)

Items 1969-70 1972-73"  1974-75
Cotton yarn 30.7 187.3 86.0
Cotton thread 2.7 3.2 5.8
Cotton fabrics - 119.6 132.6

(a) Cotton fabrics mill trade S54.1 118.8 131.1
(b) Cotton fabrics haadlooms - 0.8 1.9
Cotton bags 0.2 4.5 7.2
Tents and canvzs 1.7 2.3 22.4
Made up articles of textiles 8.5 9.2 'o24.9
(a) Curtains 0.04 - -
(o) 3Bed sheets and covers 0.3 1.3 5.6
(¢c) Napidns 0.2 0.2 1.3
(d) Towels 3.4 7.0 15.6
(e) Others 4.6 0.7 2.4
Readymade garments l.4 3.3 14.4
Hosiery 2.4 6.2 10.1
Raw cotion 4.1 110.5 155.9
Cotton linters 0.C8 c.l 0.4
Cotton waste 2.9 1.0 1.9
Total cotton and cotton manufactiures 168.8 449.8 461.8
Grand %otal 337.3 826.3 1039.0

Scurze: Pakistan 3asic Facts 1374-79, Zconomic Adviser's Wing, Finance
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THE INSTITUTIONAL INFRASTRUCTURE FOR INDUSTRY

The industrial affairs come under three technical ministries, namely
the Ministry of Industries, the Ministry of Producticn and the Ministry of
Science and Technology. The responsibilities of the Ministries of Indus-
tries and Pr. 'uction are similar; the Ministry of Industries control the
private gsector while the Ministry of Production is responsibie for the in-
dustries owned by the State. The main function of both ministries is to
support industrialization. The Ministry of Industries operates through_
institutionalized bodies such is specialized development boards and organi-
zations for indus’rial consultancy and quality ccntrol while the Minisiry
of Production controls all national enterprises. The ¥Yinistry of Science
and Technology contributes to the process of industrialization mainly ‘hrough
the Pakistan Council of Science and Industrial Research (PCSIR) and the Appro-
priate Technology Development Organization (ATDO). Apar® frcm the ATDO the
Ministry of Sciernce and Technology Crganizations tend towards advanced tech~
nologies like electronics while the establishments of the Ministry of Indus~
tries are bdackstopping the traditional industries like cotton 8extiles and
leather products. There are other pinisiries less direcily concerned wiik
the industrialization process such as the Ministries of Communications,
Railways and Defence, all having their own specialised procduction facilities
and sometimes overlapping with the activities of the Ministries of Industries
and Production. Of the three ministries mainly concerned with industriali-
zatioa the Ministry of Industries is the senmior ministry. The Ministry also

ast3 as the main channel of comminications between the Ccvermment and UNITC.

Major investments including those in industry are considered by the
Pakista:. Zxecutive Committee of the National Zcomomic Council (ZCNEC) headed
by the Pr_.me Minister. Once approval by ECNEC has been granted, the financ-~
ing of the projects can be mnade through tne banking system. Preparation
work for ZCNEC is being carried out by ‘he Central Development Working “>arty
(CDWP ).

At the time of independence ir 1947 Pakistan had a very small industrial
dase, consisting of flour and rice m1lls, cotton gZinneries and some cement

plants, and technical skills, iafrastructure and other pre-requisites for




industrialization were still to be developed. The Govermment in 1950 set
up the Pckistan Industrial Development Corporation (PIDC) which played a
pioneering 1ole in establishing a number of iadustries outside the private
gector in respect of which large investment commitments -vere required. 3y
1973 the PIDC had by and large accomplished the role it had been assigned
by completing as many as 62 projects at a capital cost of Rs.1l,243 million.

" In Jamary 1972, the Goverrment tcok over the management of 32 imdus-
trial units falling under 10 categories of basic industries. These were

iron and steel, basic metals, heavy engin.:ring and heavy electrical indus—~

tries, assemtly and manufacture of motor vehicles and tractors, heavy and

basic chemicals, petro-chemicals, cement and g blic utilities, i.e. electri-

city, gas and o0il refineries. These indusiries were taken over par:ly

because they were not teing run on sound business lines and also because

such key industries needed to be run in the best interest cf the country.

in November 1573, the taken cver units were nationalized with tke
Govermment taxing over 1CO per cent equity in the private limited companies
and gaining controlling interest ia public limited companies. Af<er naticn~
alization, .the taken-over industries together with the units under PIDC were
grouped together industiry-wise under the overall supervision of the 3oard of
Industr.al Management (BIM)L/ into ten nolding corporations as follows for

co=ordination and develcpment:

Federal Chemical and C:ramics Corp. (FCCCL)

Federal Light Engineer'ag Corporation (FLEC)

V¥ational Fertilizer Corp. of Pakistan (NFC)

Pakistan Automobile Cerporation (PACC)

Pakistan [ndustrial Development Corporation (PIDC)

State Cement Corporation of Pakistan (SCCP)

State Heavy Ingineering and Machine Tool Corporaticn (SHE & MIC)
State Petroleum Refining ana Petrochemical Corp. (PERAC) >

National Design and Irdustrial Services Corp. (¥DISC)

See further Abid Yirsain, Public Enterprises and Industrial Development:
An Analysis of +the Pakistani Zxperience. Paper prepared fcr UNIDC Zxpert
Sroup Meeting on the Role of the Public Sector in the Industrialization
of the Developing Countries. 4.3.1979 (ID/WG.298/7).

e
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Fakistian Steel Mills Corporation {TASMIC)

(responsible for setting up the Xarachi Steel Mill)

Subsequently in 1979, BIA was aboloished and the enterprises came under
direct control of the Ministry of Production. Federal Light Zngineering
Corporation (FLEC) was amalagamated with State Heavy Engineering and Machine
Tool Corporation (SHE & MTC) under State Engineering Corporation. Hational
Design and Industrial Services Corporztion (NDISC) was abolished. Two umits
previously under FLEC, Nowshera Engineering and Lahore Engineering and

Foundries were demationalized and returned to previcus owners.

There is a large mumbe:r of institutions, governmental ~nd semi-govern—
mental, which are playing an important role in the development of industries.
A hrief description of the most relevant of ithese institutioms is given

ocelow.

The Falkistan Council c¢f Scientific ani Industrial Research (PCSIR) was
established in 1953. As noted above, PCSIR is under the respomsibility of
the Mirnisiry of Science and Technology. It has lasoratories in Karachi,
Lahore and Peshawar. It has devoloped 2 certain number of new srocesses for
the optimum utilization of indigensus resocuyces.. It being realized that so
far Pakistan industry bhas been developing mainly on the tasis c¢f imperted
production nrocesses and product specifications, increased attenticm is being
given to the strengthening of the capability (of the PCSIR laboratories and
others) to translate the results of their research into engineering designms
and original production technology. Accordingly, a reoriemtation o¢f <he
activities of the PCSIR laboratories towards engineering development work

based on the use of locally developed technologies is being endeavoured.

The Central Testing lLaboratories (CTL) were set up in 1951 for render-
ing techhical assistance and guidance to Jovermment departments/agencies
and the private industry and commerce in the assgessment of the quality of
raw materials and finished products. The CTL has laboratories at Xarachi
and Lahore. Branch level R and D work is carried cut in the Cotion Textile
Industrial Research and Development Centre (CTIRDC) and the Leather Industry
Development Project (LIDP).

The Iavestment Advisory Ce-“re of Pakistan (IACP), Xarachi, a non-
profit researca and consultancy organization, provides infcrmation and

guidance both to the private and public cectors. The IACP renders gservices
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preparation of pre-investment studies and feasibility repo~ts and provision

of management consultancy services. 1

Technical services and itraining in *he fields of designs and machine
workshops are also provided by the Pakistan Industrial and Pechnical Assist-~
ance Centre (PITAC). PlTAC is located in Lahore a.d has regionel -ifices in
Karachi, Peshawar and Quetta. Along with PITAC is Metal Advisory Services
(MAS) providing shop floor assistance to metallurgical and metal working indug-
tries,; and advice On .he proper maiterial and techniques to substitute imported

items. MAS also conduct the needed testing services to control the composi-

tion of steel products.

The Appropriate Tecnnology Development Organization (ATDO) was es*ablished
to find cut and promote simple teckhnologies whieh can be cheaply and easily
implemented. ATDO is running a programme related to biogas, use of wind

mills, mini hydroelectric generators and fcod processing.

A scheme for export process. g zomes to be established in Karachi and
Lanore is included in the Fifih Five-Tear Plan althougr no concrete project
details on cost estiimates are given in ine Plan document. I% has suosequently
Leen announced g/ that the lana has already bteen acquired at Kararhi and Lahore
and that each of the two zones would be spread in an area of S00 acres which

would be under the administrative control of an expert processing zone authority.

The Govermmer. will not provide any foreign exchange to the bSusinessmen
fer import of machineries aad raw materials etc. “he foreign exchange will be

provided by the sponsors of these industrial projects.

The export processing zones will have a large numiisr ¢f expert oriented
industries whicih will enjoy a number of benefits like exempticn of custem
duty on machinery, excise duty, sales tax etc. The main purpose is to s%ep up
the country's expoerts. An equally important aim is to bring in new soupisti-
cated technology and to creat additional job opporturnities for skilled and semi-—

skilled workers.

Preference will be given to such export~oriented industries which are tased
cn raw material available in Pakistan, or are labouv-intenzive. These sculd

include:

L1/ Regarding IACP's consultancy 3ervices further reference 15 Tade o Syed
Saeed ‘arri "Consultancy 1ia Developing Zountries wish parvicular refarence
to Pagistan”, Pakistan Management 2eview, Third Suarter 1973. /The arti.cle
13 based on a2 paper gpresented 23 a1 _NIZC and 7ugoslavia Joverament 300N~
sored mee-ing 3% L ubliana, .ine 1375,
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- electronic assembily;

« electronic components manufacturing;

- light engineering assembly and components manufacturing;
-~ jewellery manufacture;

- marble cutting and polishing and marble handicrafts;

- furniture and building materials;

~ hospital equipment;

-~ gport goods of intermational standards hitherto not produced
in Pakistan;

- garmenis, all types of knit-wear;

- electric bulbs and tubes;

- shipbreaking and re-rclling for export;

- tyre manufacture, shoes and leather manufactures;
- lubricating, W®lending;

- agro-based industries (incl. food canning);

- packaging industry;

- cargo bandling equipment (cranes, fork lifts, touring uni*s,
conveyor etc. );

- autcmooile industry;
- refrigerators, ai. conditioners for industrial use;

-~ ore-fabricated housing indusiry.

Established in 1951, the Pakistan Standards Institution (PSI) is primarily
responsible for the preparation of Natiomal Standards for wvarious items of trade
and industry and enforcement cf these standards through the Certification Marks
Ordinance, 1961. As of the end of 1975, PSI had established 1,345 standards-

It has so far brough. 42 standards under the Compulsory Certification Mark
Scheme, of which 16 have been brouzht under the export scheme. Another impori-

ant institution is the Patert and Designs Department.

The Pakistan Institute of Management was establi_led in 1954 as a part of
the Pakistan Industrial Development Corporation. The Institute now operates
under a 3oarc of Govermnors set up 5y the Ministry of Production. It carries
out programmes of management development speciaily in the areas of business
policy, finance and control, oroduction management, marketing and intermational
business development. It also provides <counselling services designed to

improve management performance in busineas and industry.

To promote small-scale industries the provincial governments have set up
3mall Industries Corporations/?oards. A number of small industrial estates,

cottage industries development centres, "raining, desigm, sales and display

P EEES— S N,
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centres have been established in each Province. For instance, in Baluchisian
as muny as 94 different training and services centres were functioning in
1977/78, including 35 carpet centres, 4} embroidery subwecenires, 4 handicraft
development centres, the Small Industrial Estate in Quetta, the Woodwork
Centre in Sibi, the Pottery Development Centre in Dhadar and two handloom
centres. In N.W.F.P. eight industrial estates arn being set un, ulLile the
Punjab Small Industries Corporation manages five industrial estates and nine
service centres (in the fields of ceramics, leather, metallurgy, light engi-
neering, cutlery, sports goods and rubber and plastics). The Punjab Small
Indusiries Corporation also provides pre-investment councelling ard guidance
to prospective entrepreneurs through the Small Industry Advisory Service. The
Sind Small Industries and Handicrufis Development Corporation manages two
industrial estates and has established three industrial parks.in the rural
areas of the Province.

The principal financial imstitutions providing longbterm‘finance for
private industry are PICIC (Pakistan Industrial Credit and Investment Corpor-
ation) and IDBP (Industrial Development 3ank of Pakistan). IDBP is now
fully Govermment owned, and the Governmment comirols scme 45 per cent of PICIC's
share capital. At the time IDBF was established (1961), the Pakistan Govern-
sent decided, to ensure an adequate division of labour, that while PICI
would concentrate on financing medium and large-scale industries, IDBP would
operate primarily in the small— and medium-scale sector. -Hence, minimum
lending limits have been set for PICIC, and maximmm limits for IDBP. These
lending limits are based on the gize of loans. PICIC's minimum lending limit
is Rs. 1.5 million equivalent for foreign exhcange (Rs. 750,000 in backward
areas) and Rs. 2.5 million for rupee lcans. IDBP'S marimum lending limit
on foreign exchange is Rs. 3.0 millicn for limited liability companies and
Rs. 1.0 million for others. COverall IDBP's maximum limits are Rs. 4.0 million
and %s. 1.5 million respectively. These upper limits on IDBP's financing
do not apply to certain sectors, including ftextile loans. Most of IDBP's
investment is for the larger small industries {(assets of $50,000 to $ 200,000).
This is appropriatn as commercial banks are in the best position to assist
the smaller .mall-scale indusiries due to their extensive branch network and
because small-acale industries need mainly working capital. A new financ:ial
institution, the Natiomal Development Finance Corporation (NDFC) was esta-
blished oy the Jovernment ia Jamuary 1973 with an authborized and paid-~in
capital of Rs. 100 million. It was created to finance new public sector
industries including those recently nationalized which were previously
financed by PICIC. NDFC makes both long- and short-term loans. It also

- maxes equi%y 1avestments.




To enc.'urage and facilitate non-repatriable investuent in industrial
projects by Pckistanis residing abroad and foreign natiomals of Pakistani
origin, an iuLvestment centre jointly spomsored by PICIC, IDBP and ICP has
been established in Londor.

Although PICIC, lUBP and NDFC can make equitiy invesiments and under-
write public issues, their main finamcing activity is long-term lending.
Securities and capital market activities are undertaksn mainly by the in-
vestmmnt Corporation of Pakistan (ICP), a Govermment-owued institutiou esta-
blished in 1966. ICP perfcrms the following major functions: (i) it
underwrites new issues of securities and debentures; (ii) it opems and
maintains investor's accounts for individual investors; (iii) it floats
closed-end mutual funds; and (iv) it buys and sells shares on the stock
market to encourage stability in share prices. Another institution playing
an important role in channelling funds from the small investor ic the stock
market is the National Investment Trust (¥IT), established im 1962. It

nromotes sales of units for iavesiment in Trust Funds.

All Pakistani banks were naticnalized in January 1974 and subsequantly |
consolidated into five banks. They are under the control of the Pakistan
Banking Council. The distribution of credit is guided by a Natiomal Credit
Consultative Council (NCCC), set up in 1972 under the sponsorship of the
State 3ank of Pakistan (SBP; the Central Bank) with representatives of the
Government and the private sector. The NCCC makes recommendations to the
Government on monetary and credit expansion and distribution of credit
among the various sectors. It also lays down targets for banks for provision
of credit to agriculture, small business, small industry and bousing. Comm-
ercial banks provide mainly short-term working capital although they can also
engage in term financing up to a ceiling fixed oy S3P. Industiry accouris for

some 40 per cent of their lending activity.

Commercial oanks are the main source of financing for small-scale indus-
try. Other institutions which play a role in fipancing small-scale industries
are the Provincial Small Industries Corporations/3cards (SICs), the People's
Pinance Corporation (P¥C), and the Iquity Participaticn Fund /ZIP¥). The
Provincial Small Induswries Zorperations/3cards are zhe result of the disolu-
“ion of the West Pakistan Small Industries Corgoration (WPSIC), which took
place in June 1372 when its functions were transferred to the Provincial
Jovernments under tha Ministry of Industries ani Natural Resources. Thus,

the Punjap Small Industries Corvora%ion, “he 3ind 3mall Indus<ry Zorporation,
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and the NWFP Small Industries Development Board have been created. No
corporation has yet been established in Baluchistan where WPSIC's acti-
vities are now under the Industries Department, Govermment of 3aluchistan.
In the same way as WPSIC did in the past, the Provimcial Small Industries
Corporations provide financing to smali-scale industries through arrange—
ments with a consortium of commercial banks and with IDBP. These arrange—
ments, requiring the small borrower to deal with two institutions, have in
many cases caused delays due to disagreements between the instituiions.l
Through it is reported that some recent improvement has taken place, it
has been suggested that a more efficient system should be devised.

A new financial institution, People's Finance Corporation (PFC) was
set up in October 1972 with initial paid-up capital of Rs. 50 millioa, %o
augment the availability of credit to small borrowers. PFC provides all
types of small loans to customers with net asgets below Rs. 50,000 to =
large extent for workiag capital, consumer durables, and some equipment.
At present PPC makes extensive us: of the branch netwerk of the ccmmercial
banks, which process the loan applications on PFC's behalf and forward them
to PFC's headquarters (Islamabad) for sanctiom. Mos:t of the loans have
gone %5 shopkeevers and traders, while small-scale and ccttage ilndusiries

(including artisans) have since 1972 received 14 per cent of gross approvals.

Finally it shculd be mentioned that insurance companies participate
in industrial financing as members of underwriting consortia and as investors
in corporate securities. Life insurance was naticmalized in 1972 and the
various private companies were mcrged into one single corporation, the State
Life Insurance Corporation. National Insurance Corporation and Pakistan
Insurance Corporation are functioning ia the state sector in the field of

general insurance. General insurance is alsoc done by the private sector.

1/ The Sma'l Industry Corporations prepare the appraisal report and the
commer=ial banks/IDBP assess the credit wWortniness of the borrower, an
exercise which-mainly involves an amalysis cf ithe Jorrower's credit
standing and of collateral and securities. Though the functions %o be
performed oy the Small Industry Corporation and 5y “he commercial dvanks,
IDBP are clearly defined, the commerzial banks/IDBP have many iimes jues-
tioned the propcsed projects on technical financial zZrounds {particularly
in the case of IDBP which 13 more experienced *han the commercial danks .
1n sroject appraisal). The interest spread and “he cred}t ?1s§_a*e sharea
5y <he Zmall Industries Zorporations and the sommercial canics/IZ3P.
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Chapter IV

PLANNING

A six-year National Development Plan was initiated in 1951 (1951-57)
as part of the co-cperative effort under the Colombo Plan. Within the
framework of this Plan a two-year Priority Programme was drawn up. The
industrial production recorded a sharp increase during 1950-1955, but the
agriculture sector lagged behind. The recession which started in 1952,
after the Korean boom, created many difficulties and necessitated a
systematically planned approach for solving the economic problems of ihe
country. With the First Five-Year Plan, 1955~1960, a new era of scienti-
fic approach to economic development started. It prepared the ground for
rapid growth in particular by ouilding up infrastructure which was in-
adequate to meet the requirements of future industrial development. During
the First Plan period the nationmal income increased by 1l per cent (again

15 per cent envisaged in the Plan).

The Second Five-Year Plan, 1960-1365, was successful in fulfilling
its major objectives. The actual iancrease in naticnal income over the
Plan period was over }C per cent (ccmpared with she Plan target of 24 per
cent). The Third Five-Year Plan, 1965-70, however, ran into difficulties
soon after it was launched. The war with India in September 1966 resulted
in diversion of domestic resources from development to defence and sus-
pension of US aid. The climatic conditions (dracught in 1965/66 and
floods in 1966/67) also affected the agricultural sector adversely. The
GNP increised, nevertheless, during the period by 5.8 per cent per annum
(Plan target 6.5 per cent); the value added in manufacturing increased by

7.8 per cent (Plan target 10 per cent).

With the background of achievements attained during the previous
three Plans and the socio~economic conditions prevailing in the couniry,
the Fourth Five—-Year Plan was formulated with the main objectives of
aanintaining the tempo of development in the country through maximum and
efficient utilization of existing resources, reduction of dirzarity in
per capita income and making the economy increasingly self-reliant 1a
nost of the essential fields. After the secession 1in December 1971 of
Sast Pakistan, to become 3angladesh, *he Fourth Plan could not be imple-
mented and Annual Development Programes (ADPs) and Annual Plans were used

as instruments of economic plannin-.
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The current Pifth Five-Year Plan, 1978-83, was launcked during the
secord balf of 1978. The Plan objectives include the maximization of
social welfare by improving efficiency and productivity and focussing
on rural developamnt and basic needs. During the Plan period the public
secioT is to concentrate or agriculture and infrastructural development
and speedy completion of on-going industrial projects. The role of the
private seotor in industrial development is to be enhanced. The accent
on increasing productivity and higher efficiency both in public and
private sectors is expected to result in a substantial step~up of export
earnings and domestic savings. (See further Chapter VII below).
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Chapter V
INDUSTRIAL RAW MATERTALS LOCALLY AVAILABLE

Minerzls

In Pakistan significant deposits of various minerals have been
identified but their exploration has been limited. Lately substantial
progress ahs been made in integrating the mineral development progfinne
with the utilization of minerals. Examples are a ceramics complex based
on china clay set up in 1977 producing a wide range of sanitary wares; a
marble processing plant also ir production in 1977; a ferro=-chrome manu-
facturing plant in Baluchistan, a fertilizer factory based on rock
phoephate deposits of Hazara and a sulphur refining plant in 3aluchistan

are all under implementation.

With the setting up of the Karachi Steel Mill the mineral sector will
get a bigh boost. Zxcept for iror core, manganese and coking coal, which
will be imported, the requirements of all other raw materials such as |

dolomite, fire clay, limestone, flourite, bauxite etc. will be met locally. '

Table 1) shows the current productiom of principal minerals and
targets for the Fifth FPive-Year Plan 1978-83. A drief description of the
present status of exploration and development of important solid mineral
regources is given in the following paragraphs:

3arite: Sigrificantly large depcsits of good quality barite have
been found in Baluchistan and in NWFP. Total available reserves
are egstimated by the Geological Survey of Pakistan at over 2.2
million tonnes. A barite spinding plant has been set up at {luzdar
town in 1976 as a joint venture between the 3aluchistan Government
and the Pakistan Petroleum Ltd. At full capacity the plant will
produce 60,C00 tonnes. The project is vasically export oriented
with the bulk of the products being exported to the Middle ZzZast
Xarket.

Kaolin: Chipa clay (kaolin) which is used, inter alia, in the
manufacture of ceraaics, refractories and paper is found mainly in
various places in the NWFP. In 1977 a ceramics complex at Nowshera
started using partly the clay of the Swat District, YWFP, for the

panufacture of sanitary and chama wares, tiles, etc.




Table 13. Pakistan: XNineral production targets for the
Pifth Five-Year Plan (1978-83)
o mt TmRS EEL R
(%)
Coal 000 toms 1,120 1,700 7.2
Rock salt " 412 650 7.9
Cbromite " 10 40 26.0
Antimony " 0.25 1 26.0
Barytes ] 16 50 21.0
Narble " 51 125 17.0
Bentonite " 1 10 47.0
Fluorite " C.50 .3 49.0
Magnesite " 3 35 60.0
Fullers earth " 14 0 13.5
Cbina clay " 7 16 34,0
Silica sand " 70 90 4.0
Gypsum " 422 1,500 24.0
Limestone " 4,C00 10,000 17.0
Rock phosphate " 6 820 -
Fire clay " 40 80 13.0
Dolomite " 21 275 -
Bauxite " 1 25 -
Soap stone " 20 25 4.0
Sulphur " 2 12 35.0
Gem stones Rs. Million 10 300 -
Source: The Fifth Pive-Year Plan (1978-83)
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Dolomite: Large deposits of dolomite occur in different areas of
Pakistan. Present amnual production is about 2,700 tonnes which is
expected to rise to 250,000 tonmes by 1981 to meet the requirements
of the Karachi Steel Mills.

Fluorite: Fluorite mineralization of economic significance is found
in two areas of Kalab district, Baluchistan. The demand for it will
increase considerably when the Karachi Steel Mill goues into production.

Silica sand (glass sand): Fairly large deposits of low to medium
grade silica sand occur in different parts of the country. The
present requirement for silica sand is mainly met from the local
production (about 58,000 tonnes in 1976/77). The productior will
increase manifold with the getiing up of the Karachi Steel Mills.

Gypsum and anhydrite: Extensive deposits of gypsum are found in
different regioms in Punjab, NWFP and Baluchistan. Production in
1976/77 was 287,000 tonnes. The demand for gypsum and anhydrite will
considerably increase with the expansion of construction activity and
cement and fertilizer industries.

Limestone: The country's reserves of limestone are almost inexhaust:i-
ble. Present production is over } million tonnes per yea:, which is
expected to increase to 10 million tornes by 1583, with the setting

up and expansion of cement factories and ‘he commissionning cf the
farachi Steel Mills.

Acck thospkate: Rock phasphate deposits ¢f pessible eccnomic walue
(as basic material for the production of phosphatic fertilizers and
phosphoric acid) have bee~ dound in Bazara District, NWFP.

Rock salt: The—e are six major salt mines and querries in the
country. The present production capacity of about 400,000 tonnes per
annum is planned to be raised to about 650,000 tonmnes by 1983.

Sulphur: Small rescrves of sulphur are found in Xoh-i-Sultan,
Baluchistan.

Chromtte: It is the only metallic mineral that Pakistan produces and
exports. The main deposits are in 3aluchistan. The producticn is
about 10,CC0 tonnes. The entire production is presently exported.

The most important use of chromite lies in the production o7 ferro-
chrome and stainless steel. Other industrial uses include nanufacture
of refractory chrome bricks and furnance limzings, dyes, pigmorts, etc.

Coal: The coa. deposits may be classified as lignite to sub-bitumin-
ous showing ncn-coking or weakly coking properties. The total availa-
ble reeerves of cozl are estimated at 442 million tonnes and occur in
Punjab, Sind and 3aluchistan. The Pakistan Mineral Development Cor-
poration is establishing a coal washing plant at Sharigh, 3aluchistan
with Canadian assistance. Cn completion “hs plant will produce 75,0C0C
tonnes of washed coal annuilly €or use in the Xarachi 3teel Mills.
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Covper ore: Large deposits of copper have been found at Saindak,
3alushistazn, ze2r the horder o Tran. For this purpose a new public
sector agency, the Zesource Development Corporation has been esta-
blished. A detailed pre-investment study has been carried out under
UNDP by Seltrust Engineering Ltd. The study indicates that three
products, namely blister copper (about 15,000 tonnes anmally) mild
steel billets (about 17,000 tonnes) and sulphuric acid (about 148,000
tonnes) will be obtained from Saindak oie. The project is proposed to
be started in 1979 and completed in 1981.

Iron ore: Total reserves of iron ore in the country are estimated at
over 500 million tonnes. However, due to poor quality and small-re—-
serves, the presently known iron ore deposits of the country are not
considered suitable for use in medium or large size integrated steel
mills and the Karachi Steel Mills is therefore being based on imported
ore. HRecently, co-ordinated efforts have been started under the aus-
pices of UNIDO by a team of geclogisis, mining engineers and metallur-
gists to re-appraise the technical feasibility of utilizing Kalabagh
(Punjab) iron ores.

PIDC is supervising an exploitation sch2me of iron ore resources in
3aluchistan at Chickendik and Pashenkoh known to bte medium grade of
igneous origin which reaponds easily to magmetic beneficaticn. The
scheme is driving to prove a reserve of 100 million tons, which may
be suitable to set up a DR/mini steel unit. 1/

Agricultural inputs to agro—based indusiries

The Sountry's agricultural crops of majcr impcrtance as inputs %o agro-

bSasec indusirTies are essentially cotion and sugar cane:

Cotton: The cotton production was at its highest level, 4 million hales,
in 1971/72. A declining trend since then was reversed in 1977/78 when
a 30 per cent production increase over previous year was recorded and a
production of about 3.2 million bales achieved.

Sugar cane and sugar beet: Pakistan's industry has made rapid progress
during the last 15 years. The numoer of sugar mills are increased from
2 in 1947-48 to 8 in 1360=-61 to 19 in 1969=70 and 28 at present. Rising
demand of white sugar and ready availability of raw material (sugar cane
and sugar beet) ir the country are the main factors contributing towards
this progress. The following table gives the production of sugar cane
in the country during *he past five years.

Table 14. Pakistan: Prcducticn of sugar cane 1973-78

Year Area Production Yield
(CO0 tons) {Mde/ scre)
1973-74 1535 22,708 4C1,0
1374-75 1663 20,CC0 342,2
1375=75 1729 22,300 395,8
1576=77 1947 27,7C8 1C6, 2
1977-78 1386 28,372 397,1

Source: Pakistan Zconomist, 10.2.1379.

P
>/
=

Po0gsidle assistance  under "NIZF) to s3udy ipgradaticn possidilizies of
ilesge 1rcn 2re resour<es 13 JeLlng 1i3cussed.
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The sugarcane produced in the country is not entirely crushed by
tke sugar mills for manufacturing white sugar. About one-third of the
quantity produced is being crushed oy the mills producing refined sugar,
while the rest is utilized in making of gur, sbhakkar apd khandsari.
Sugar produnction has been as follows:

Table 15. Pakistan: Production of sugar 1973-1978

Teur Foainetics
197374 590
1974~75 485
1975~76 630
1976-77 711
1977-18 856

Source: Pakistan Iconomist 10.2.1979.

Table 16. Pakistan: Producticn of sugar 1377-78

by provinces
. te production
Province No. of factories Aggr’eial tois
Puajab 13 (based on sugar cane) +3,50,759
Sind 10 (based cn sugar cane) 3,595,724
NWFP 5 (based on sugar beet) 1,50,011
Total 28 81569494

Source: Pakistan Economist 10.2.1979.

Pakistan has only 3.7 per.sent of its total area under forests.
Programmes of scientific exploitation of the forests and introduction of

industrial forest plantation is underway.

Fish industry ranks nigh among those areas of the national economy
which have great potential, including that of exports. PFakistan is rich
in marine as well as inland fisheries resources., Marine fisheries account

for about 87 per cent of total production.
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Chapter YT

RECENT PERFORMANCE OF THE MANUFACTURING SECTCR AND PLANNED
INDUSTRIAL DEVELOPMENT TARGETS

Overall performance of manufacturing sector

The manufacturing sector, which had been under constint pressure
of numerous factors and experiencing recession duriag +r last two years,
revived considerably during 1977/78. It is estimated " to bave recorded
a growth rate of 4.7 per cent against a decline of 1.0 per cent during
the preceding year. As directly contributing factors to this recovery
have been put forward the policy measures imtroduced during the pericd
by the present Govermment, such as demarcation between the role of <he
public and private sectors, depationalization of some nationalized indus-
tries, fiscal and monetary incentives and tax holidays for less developed

areas.

The large-scaie manufacturing sector which accounts for nearly 76
per cent of total industrial production was estimated to have increased
in output during 1977/78 oy 5.3 per cent (compared with a negative
growth rate of 2.3 per cent during 1976/77). Among the major items
contributing to this growth were: art silk amd rayon cloth (3.0 per cent),
vegetable ghee (15.9 per cent), sugar (22.9 per cent ), and cigzarettes
(12.4 per cent). Production of cotton cloth was on the other hand lower
in 1977/78 than previous year. The trends of industrial production in
respect of the country's major industries are further illustrated in the

table velow:

l/ Pakigtan Zconomic 3Survey 1977/78, Jovernment of Paxistan, ¥inance
Divisisn, Zconcmic Adviser's Wing, Islamabacd.




Table 17. Pakistans

‘frends of industrial produotion

AR 4 -

Weightage in
total indus-

4 ohange in
19777-78 (July-

l1ten trial produo- Unit 1975-76 1976-77 197677 1977/78 Maroh over 1976~
tion (1969-70 July- July— 77 (July-Mexroh)
= 100)* March March
Cotton yarn 13.9 Mil. Kga. 349.7 282.6 211.5 216.2 + 1.7
Cotton cloth 13.0 Mil. sq.metre 520.3 408.3 309.7 289.7 - 6.5
(exocluding hoisery,
ready-made garments)

Art silk & rayon oloth 1.7 Mil. metre 9.9 17.5 12.2 13.3 + 9.0

Vegetabla ghee 2.1 000 tonnes 211.0 322.2 242.7 28l1.4 + 15.9

Sugar 1.4 000 tonnes 630.0 736.3 576.1 708.0 + 22.9
Cigarettes 4.5 Bil. Nos. 21.5 28.4 20.9 23.5% + 12.4
Nitrogenous fertilizer 000 N/tonnes 314.9 312.3 247.2 241.8 - 2.2 o
Phosphate fertilizer 2.8 000 N/tonnee 11.8 13.4 9.7 9.8 + 1.0 \?
Sulphuric aoid 0.2 000 tonnes 46.2 45.2 34.5 37.8 + 9.6 )
Caustio soda 0.4 000 tonnes 38.3 23.6 17.5 (prov.) 22.0 + 25.7

Soda ash 0.4 000 tonnes 18.6 59.3 36.9 49.9 + 35.2

Cement 2.6 000 tonnes 3196.0 3090.0 2286.0 2364.0 + 3.4

Mild steel product 2.1 000 tonnes 230.17 269.6 197.0 202.5 + 2.8

Cycle tyres and tubes 0.5 000 Nos. 7392.0 7592.0 5566.0 5808.0 + 4.3

Bafety matohes 0.1 Mil. boxes 589.6 769.0 512.9 B846.9 + £5.1

Bource: Statistics Division and Ministry of Industries.

* 'he index is based on produotion data of 76 major industrial items covering 76.9% of total value added.
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Progress of some large-scale industries

Cotton textiles is the premier industry of the country and accounts
for over 27 per cemt of the value added in manufacturing. The industry
is highly export—oriented and nearly 45 per cent of its products must
be exported to ensure full utilization of existing irstalled capacity.
The installed capacity in the mill sector at the emnd of 1977 was 3.52
million spindles and 1,200 opan—ended spinning rotors. The total number
of looms at the end of 1977 had declined to 26,000 from 29,000 a year
earlier. While the number of looms in the mill sector has decreased, the
increase in the non-mill sector has been rapid. The mumber of power looms
in the non-mill sector is estimated at 55,000. The existing production
capacity works out to about 2,000 million metres of cloth annually - 660
million metres in the mills and 1,360 million metres in the aon—mill
sector. The naphazard growth of the non-mill sectior has, howezver, created

problems of quality and efficiency.é/

There are in all 28 sugar mills in the country with an annual total
production capacity of 816,000 tonnes. The producticn in 1977/78 was
708,000 tomnes. "Of the 28 sugar aills, 5 mills (all located in the NWFP)
produce sugar from beet. The main problem in capacity utilization of the
industry is the availability of quality sugar cane in adequate quantities.
Plans for future investment includes 16 new sugar mills out of which 9
will te installed in Punjab, 5 in Sind and 2 in NWFP. .

L/ A paper by the Chairman of All Pakistan Textile Mills issociatiion,
Shaikh Epam Tllahi, entitled "Limiting factors in quality control”
and published in Pakistan Economist, 3} March 1979, refers to the
difficulties for the Pakistan textile industry as a whole in the
actual operation area with inadequately ‘rained manpower in respect
of quality control practices <throushout the prcducticn process. I%
draws attention %o a recent study of the cotion tex..ie indusiry in
Pakistan, snnducted (under World 3ank agreement) by the consultants
Wernmers Intermational, in which major bottlenecks were identified,
inter alia, in connexion with the age of machinery (60% of the machinery
in the spinning operations and 57 per cent in the weaving were over 15
years) ard preventive maintemapnce. Of the parts not made in the local
machire shop approximaiely 5O per cent were purchased from domestic manu-
facturers and the balance imported. Domestic parts aznd supplies were
considerably iaferior %o ithose imported. A review of the parts and supply
usage during the year 1976~1977 indicated excessive usage of all items ~-
shuttles, pin boobbins, .pickers, 2tc. IExcec3ive usage can be atiributed
to carelessness, lmproper adjustment ¢y the mechanics, poor quality of
local parts and poorly designed and manufactured machinery. Similar
findings were put forwa.d oy Roy Nield, UNIDO expef*» on thedlnftr“f?nta'
-ion and juality control procedures in she coiton Textiie in usvry =

Pakistan.




Miha Swemd Il ad Aacemaas
AT AidD Y Chdede T WG AR S

ity of ths country's

producing nitrogenous and phosphatic fertilizers, was in 1976/77
326,000 N/tonnes per annum and the capacity utilization was 100 per
cent. Four major public sector fertilizer plants are presently being

set up, namely,

- Pak-Arab Pertilizer (Multan) with the participation of Aibu
Dhahi Nat'l 0il Comp. Capacity: 450,000 tonnes ammonium .
nitrate, 305,000 tonnes nitrophasphate and 72,000 tonnes
ueal

- Pak-Saudi Fertilizer (Sukkur). Capacity: 557,000 tonnes urea.

- Hazara Fertilizer Complex (Haripur, NWFP). Capacity in first
phase: 95,000 tonnes urea.

- Fauji Fovndation Fertilizer Project (mear Sadi abad). Capacity:
250,000 N/tonnes of nitrogenous fertilizer.

Table 18. Pakistan: Fertilizer industry. Sxisting installed
capacity

Capacizy

Yame of factory Product tommes N/tonnes
-

Bago Pakistan Fertilizer
Company, Daharki Urea 173,000 79,000

Dawood Hercules Chemicals Ltd.,
Shaakhupura Urea 345,000 158,000

National Pertilizer Factory .
Daudkhel Ammonium sulphate 30,C00 19,000

National Fertilizer Factory i) Ammonium nitrate 103,000 26,780
Yultan i) Urea 59,500 27,232
National Fertilizer Factory '

(i) Faisalavad single super phos- 90,000 16,200
phate

(ii) Jaranwala

Phosphate 30,000 16,200

Source: Ministry of Industries.

I Total existing capacity Nitrogenous 770,200 310,012




The Heavy roundry and Forge in Tazils, which has heen aet up with technical
and fimancial assistance of China, is the biggest project of iis kind in
Pakistan providing a metallugical base to the heavy engineering sector. The
factory has an annual steel melting capacity of 60,000 *-nnes and a production
capacity of 46,000 tonnes of heavy castings and forgings.

Recognizing the key role which steel industry plays in the overall deve-
lopment, the foundation of the country's first integrated steel mill was laid
in 1973 at Pipri near Karachi. The mill is being set up by the public sector
company Pakistan Steel (PASMIC) with financial and technical assistance of
USSR. The project is expected to start partial production in 1980/81 while
full cycle of product mix as follows will be achieved in 193/84:

Coke 215,000 <onnes
Pig iron 135,000 tonpnes
Billets 260,000/400,000 tonnes
H.R. Sheets 445,000/305,000 tornes
C.X. sheets 90,0C0 %onnes
Galvanized sheets 100,000 tcnnes
Formed secticns 120,000 tonnes

1,105,000 tonnes

Provincial development programmes

Major prngrammes have been developed ai provincial level in the four
provinces - 3aluchistan, NWFP, Sind and Punjab. Among the specific projectis

for which allocations have veen zmade may be mentioned:

In Baluchistan: - Industrial estate a:i Uthal;
- Brick plant (automatic);
~ Flourite project.

In NWFP: - Industrial estate at Jamrud;

- 3rick kiln plant;

= Various agro—bvased industries.
In Sind: - Three sugar mills;

- Various projects of Sind Small Industries

and Handicrafts Development Corporation.

in Punjab: - 3ix sugar mills

- Three textile mills
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Smallegrale indnatre

Investment in small-scale industry has beern increasing in a fairly fast
pace (about three per cent annually) during the last few years but its growth
potential is considerably more. The large number of small units it comprises
and their wide dispersal makes it difficult to estimate the production and
progress of this wsub-sector with any degree of certainty. Available data
suggasts, howeer,, that nearly 30 per cent of the value added in small-ecale
industry is generated by the unorganized textile sub-—gector, 15~20 per cent
by the engineering industry and another 15=20 per cent by food industries. Its
overall contribution to the economy is substantial: 3.4 per cent (est.) of
the GDP in 1977/78. According to the 1971/72 Labour Force Survey employment
in the small-scale industry sector was about 2.0 million against only 0.3
million in the large indusiry. Annual investments in small industry since

1970 rose from Rs. 20C millior to about Rs. 400 million in 1375.

The exporis of some iltems produced vy small-scale industry, such as carpets,
handizrafts and sports Zoods, have been increasing very fasi. From Rs. 773
million in 1974/75 the export of these three items rose to Rs. 1.214 million
in 1976/77. As noted earlier various measures have been saken 2% the oro-

vincial level to promote the small-scale indusiry.

Public sector industry

As far as the state enterprises are concerned, the overall production
index of all these enterprises for the 9 months pericd July 1377 - March 1378
showed an improvement of 3.3 per cent compared with corresponding period one
year earlier. The highest increase was observed iz PERAC {(State Petroleum
Refining and Petrochemical Corporation). A% the end of December 1377 the zotal
pumner of employees with state enterprises was 64.543 compared with 38.725

one year earlier.

Public sector investment is made both by the Federal and the Provincial
Governmments. While during the recent period investment at the provincial
level has also been increasing, the dulk of the increase is accounted for by
the federal public sector, i.e. the entersrises under the Mizistry of Production.
Investment in corporations formerly contrclled sy 3IM i: estimated to have ia-
creased from Rs. 854 million in 1374/75 %o a programmed level for 1977/78 of

Rs. 4,410 nillion {in current prices).




Private sector

The Govermment 's policy of evolving a mixed economic order in which bovh
public and private sectors could contribute to the industrial development of
the country received a set back after the take over of basic industries in
1972, and private investment remained at a low level up to 1976/77. However,
the measures and incentives provided to the private sector since late 1977
have contributed to a revival of the interest of the investors.

A sizeable package of fiscal concessions, financial benefits and corrective
measures have been taken to boost industrial production and meet some ma jor
requirements of the private sector. These meagsures include reduciion in inter-
est charged by banks on all fixed investment, reduction in margin requirements
for opening of letters of credit for the import of some industrial raw materials,
increase in tax credit from 10 to 15 per cent of the cost of machinery and
equipaent meant for balancing of production and modernization, reduction of
interest rate on bank advances for financing of exports of items covered by
the Zxport Finance Scheme. Five-year tax holidays have bDeen anmounced for
industries set upy in D.I. Xhan and ¥Malakand divisions and iz 3aluchistan.

An important policy decisicn taken Dy the Governmen® in Gctoper 1977 was
the demarcation betwaen public and private sector operations in the industrial
field.

Industrial investment during last decade

Gross fixed capital formation in the ipdustrial sector has increased
sharply doring the last few years. It rose from Rs. 1,130 million in 1972/73
to an estimate Rs. 7,295 milliom in 1977/78 (in current prices). Despite
price escalation, zZross fixed capital formation in real terms hag alsoc increased
substantially. The following table shows the trends during the last 15 years

in respect of industrial investment, both in the private and the public sectors.

e ——— e e s
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Tahle 19, Pakictam: Oross fixed genitsl] formetiop in indnestrial gector
1963/64 - 1977/78 (current prices)
(million rupees)
Private industrial investment Public Total
Large— and Small- Total industrial ipdustrial
medium-scale scale investaent investment
1963-64 1,044.1 . 124.4 1,168.5 39.8 1,208.3
1564~65 1,188.1 135.4 1,323.5 132.7 1,456.2
1965-66 1,084.0 146.0 1,230.0 133.5 1,363.5
1966-67 1,022.2 162.9 1,185.1 134.1 1,319.2
1967-68 1,050.8 167.1 1,217.9 148.5 1,366.4
1968-69 1,033.3 174.0 1,177.3 93.7 1,271.0
1969-70 1,208.2 187.7 } 195.9 179.2 1,575.1
1970-71 1,224.0 201.7 1,425.7 68.2 1,493.9
1971-72 1,016.3 219.1 1,235.4 98.5 1,333.9
1372-73 763.1 {a) 255.9 1,013.8 1iC.3 1,129.6
1973=74 697.3 (a) 325.5 1,022.8 382.3 1,405.1
1974-75 990.0 (a) 446.5 1,436.9 1,064.9 2,501.8
1375-76 1,309.C (a) 309.5 1,818.5 y181.8 5,CC0.1
1976=17 1,209.7 585.3 1,795.0 4,560.3 6,355.3
1977-78 (prel.)  1,188.9 642.3 1,831.2 5,463.9 7,295.1

Source: Statistics Division

(a) Excludes Rs. 25.8 million for the year 1972-73, Rs. 35.4 milliom for
1973-74, Rs. 78.6 million for 197%~75 and Rs. 1C0.7 million for
1975=76 as investment in BIM industries but includes investment in
ghee establishments up tc 1972-73 only.




Table 20. Pakistan: Industrial investment sanctions in the

private sector (million Rs.)

i (July-March)
Agency 1975/16  1976/17 1977/78

Pakistan Industrial Credit and _

Investment Corporation (PICIC) 313 393 235
Industrial Development Bank

of Pakistan (IDEP) 452 140 130
Investment Promotion Bureau (IPB),

Textile Commissioner 1,015 378 1,097

Souwrce: Pakistan Econcmic Survey 1577/78.

Snvisaged investmen:t in industrv up to 1983

Investment in industry duriang the period 1978-33 is proposed in the Five—
Year Plan at #s. 40 billion,.Rs. 21 billion in the public sector and 3s. 19
billion in the private sector. The salient feature of the public sector in-
vestment programme is that about 69 per cent is in basic metals (including
Karachi Steel Mill), 14 per cemt in fertilizers, 10 per cent in machinery
(including electrical machinery and transport equipment), 9 per cenmt in
cement and 6 per cent in chemicals and peirochemicals. The phasing of the
programmes identified for the industries sector will, it is stated in the
Plan document, depend upon the availability of rescurces, the implementing
capability of the executing agencies, the dynamism of the private sector and
the requirements of the economy. Most of the investment in agro-vased indusiry,
particularly in textiles, food processing and the small-scale industries, w:ll

take place in the private sector.

The public sector investment programme in the Fifth Plan 1978/83 contains
focllowing elements:
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On-going Programme: (Mallioa Hs.)
Karachi Steel Mill 11,150
Cement (seven projezts) 2,420
Fertilizer (including Hazara Phase II) 1,900
Sugar 382
Other on-going projects 317
Sub-total 16,169
New projects:
Tractor plant 1,260
Pulp plant (Hazara) 50
Mini steel mill (Shahwali) 100
Heavy Mechanical Complex (EMC and PMTF (BMR) 300
Trunsport equipment 560
Cthers 2,561
Sub=-total 4,831
Grand total (Public sector) 21,C00

In the private secicr the Flan document Joresees that out of the programme
of Rs. 19 billion, Rs. 3.9 billion will be for the fertilizer projects, As. 1.3
billion for the completion of ) cement projects and Rs. 1.2 billion for 6 new
sugar mills. The remaining Rs. 12.6 villion is intended for other private
sector investment, including Rs. 4.8 tillion for textiles. It is difficult %o
forecast with accuracy the flow of private investment to the various indusirial
sub-sectors. In implementing the Plan it is to be ensured that the potential
for growth in anmy field is not suppressed by the lack of financial provision
in the investment programme for the private sector. This is intended %o be
dcne by providing a suitable mechanism in the implementation procedures to
engsure flexibility and enable periodical shifts in the investment strategy,

ceeping in view the trends that emerge during the coming five years.

The announcement in April 1379 of the Industrial Investament Schedule
envisaging a gross investment of Rs. 35.5 billicn in the industrial sectorduring
the Pifth Five=Tear Plan marks the re-introduction of a {rameworik for indus-
*rialization for zhe private sectcr. The last Industrial Investment Schedule

was announced in 1971 spelling sut investiment %argets for industry in the




private sector for the Fcurth Five-Year Plan. +This schedule, alincugh it sson
became outdated and irrelevant in many respects, continued to be a source of
guidance for the industrial financing agencies and the private sector as a

whole for a long time.

The Industrial Investmert Schedule is required in view of the limited
foreign exahange resources and the pursuance of a policy of planned development.
It presents a framework for investment in 16 main categories of industries
which have been further divided into 129 types of specific industries. About
83 per cent of the scheduled investment of Rs. 39.5 billion will cover projects
in new industries while the remaining 7 per cent will be used for balancing
and modernization of existing industrial units. The scheduled investiment for

the 16 major groups is skown in table 21 below.

The envisaged investment spread over five years gives an average invesi-
ment of Rs. 7900 million per annum. A crucial element is the fact that the
propvosed investmen:t (according tc ithe schadule) inmrelving foreigm exchange is

to the extent of 5% per cent of the toial.

Production targets 1378-83

The implementation o( the industrial investment programme is expected to
result in a 12 per cent per annum growth in large-scale manufacturing and a
10 per cent per annum growth in industiry as a whole during the Fifth Plan.
The target, though hizh in relation to the recent performance, is consgsistent
with the investment proposed for this period. The production and capacity

targets for the major commodities are summerized in the following table 22.
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Table 21. Paldstan: Industrial Investment Schedule during the Fifth Five-

Year Plan 1978-83, divided into 16 main categories of industries

Main category
of industiry

Totzl allocation
(in million rupees)

BExternal cost (in
million rupees)

Food, tobacco and beverages
Textiles

Leather, footwear and
leather goods

Rubber and rubber products
Paper and pulp

Chemicals, pharmaceuticals
and fertilizers

Petroelum refining and
petro—chemicals

Cement and other non-metallic
minerals and their product

3asic metals

Metal products cother than
pachinery and transport
equipment

Machinery other than electrical

Electrical machinery, appliances
and fittings

Electronic indusiry

Service and miscellaneous
industries

Cther industries not elsewhere
specified

5,646
6, 211

4950
655
1,755

8,573
1,000

3,391
1,479

507
4,138

758
1,055

1,410

325

2,030
3,792

294

-

L

1,082
4,363

600

730
793

115

Source: Pakistan Ecoaomist, 28.4.1979.




1962/

1903

Capnolly

Targeles

Tably 22, Vekiwtany Pvedugtivn osd capaolly targots for tha FI{th Plan {191¢--831)
1916/ 1971/ 1982/ 1970/
Itea Unit 197117 19]86 198) 190)
Actuals Estimatea Produntion Annnal
Targute growth (%)
White mugar 000 metrio tons |'|)6 800 1000 4.6
Vcgzetable ghee 000 mstric tons 324 j00 450 q.6
Relinsd vegetable oil 000 mstirio tons ' 40 92 200 n.o
Cigarolies pillion nmbers P{i] )2 42 5.6
Cotlun yarn Million kge 202 299 A0 1).2
Collon blended oloth Million eq. metres 1400 1500 2663 10.4
Textils finlshing Million sq. melres 940 10}% 1440 6.8
Footwuear filllion palre 110 112 145 5.)
Paper 0U0 metrio tons 21 25 T2 2.0
vonrd 000 metrio tone )8 3 12 15.%
Soda ash 000 metirio tone %5 T4 10) 6.9
hustio soda 000 metrio tone 25 )2 98 2%.0
Sulphurio soid (non—oaptive) 000 metrio tone 7 9 21 18.9%
Fortilizers
(a) Nitrogenous 000 N. tona 314 320 1196 0.2
(b} Phosphatio 000 N, tons 14 14 185 65.0
Tolyastaer 000 metrio tona - - Y0
B.T.X. 000 mutrio tone - - 2% -
cariyon blaok 000 metrio tons - - 10 -
Tyreu other tham scooler/oyolas 000 numbers 194 219 600 23.0
{(inoluding retreding) !
Cement 0U0 metrio tuns 3091 3150 6000 1).0
Sheet glass {3 wa thickneau) Hillion sq.f\. 29 n 63 16.0
Ivoa und steesl (exoluding pig irom) V00 welrla tune - - 800 -
H.S, Produots 000 metric lons 264 200 450 10.0
Castlings 000 metrio tons 086 86 "
Speoial atesl 000 metrin tone 10 10 14, -
Hiepcles 000 pumbore 211 225 550 19.6
tleasric fans 000 numbers 150 190 490 19.8

1100
460
200

4280

3900 (No. of spindlos)

100 {Wo. of looms)
1600
160
80
8o
114
100
26

1219
194
0
23
10
610

6700
LY
1100

94

20

- 600

700

« Lutalled urvey of exlsting fowndrties

¢ Tuo shift capaolty

Sources The FIfIh Five-Yoear Plan (1976-8)).

to be undertakon bofors additionel capacity

ia ogeated.
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Chapter VII

MAIN FEATURSS OF PAKISTAN'S INDUSTRIAL DEVELOPMENT STRATEGY

The investment and growth policies of the FPifth Five-Yecar Plan, 1978-83,
have been devised toc remove the basic weaknesses of the cconomy and to impart
to it the basis for sustained growth relying on domestic effort. The Plan
18, furthermore, aimed at meeting the basic needs of the population and pro-
motion of equity. Among specific primcipal objectives pursued, the priority
attention to be given to development of rural areas and of backward regions
should be noted and, oonsequently, the main focus of the Plan is on the rapid
development of agriculture based on an efficient utilization of the country's
potential and a 6 per cent growth rate in agriculture is projected.

The industrial sector strategy ir the Fifth Plan seeks to achieve:
(i) a large iucrease in the rate of industrial growth; (ii) an increased
degree of impert substitution in basic industrial inputs; (iii) an increase
in marufaciured experss; (iv) emphasis on smell- and mediumwsized labour-
intensive indusiries; (v) increased emphasis on agro-based industries;
(vi) restriction of public invesiment to ongoing projecis; and (vii) a

substantially increased role for the private secter in industrial develocment.

Basie industries — steel, cement, heavy chemicals, fertilizer and
agricultural machinery — are assigned first priority in the indusirial
strategy; investment in thege industries would amount to 65 per cent of total
public and private investment. These investiments are designed to implement
the strztegy of achieving import substitution and self-reliance im industry.
A8 the Plan document states:

"The first priority is being given to the creation of a =izable base
of manufacturing units for producing basic industrial ana agricultural
inputs. Without sizable domestic production of such basic inputs as
steel, cement, heavy chemicals, fertilizers and agricultural machinery,
no policy to build a viable capital goods industry or to achieve self-
sufficiency in agriculture can succeed. 3asic commodities like steel
are of no particular use unless the capability to convert them into
final products also exists. Therefore, it is proposed to enhance the
capadility of the capital goods sector, through balancing and moderniz-
ing existing facilities and creating new gapacities, to effectively
utilize the envisaged output of the Karachi Steel Mill."

“hough in the initial phase emphasias is Seing placed on *he comple-
tion of +the Karachi Steel Mill znd the fertilizer and cement factories under

implementaticn, public sector industrial development will generally ove




confined to modernization and balancing of capacity. The only new major
project in the public sector is for the manufacture of tractors in colla-
boration with Massey-Ferguson. Private sector investment will be encour-
aged to increase substantially and to play its full role in the industrial
development of the country.

With the announcement in April 1979 of the Industrial Investment
Schedule the Govermment set out the parameters for the envisaged develop-
ment of the private sector industiry during the next five years. As noted
earlier the Schedule aims at the high growth rate of large-gcale manu-
facturing value added of 12% per cent. The growth of the industrial sector
bas, however, been passing through a phase of problems and difficulties -
the growth of value added in large-scale manufacturing was negative, de-
clining by 1 per cent, in 1976~77 and improving in 197%=78 by only 4.7
per cent — and major efforts will be required if the targets set by ihe
Investment Schedule are {c be met. It may be emphasized that the growth
in the industrial sector is influenced, inter alia, by %he poiicies pursued
by the Government in various spheres namely fiscal, mometary, social aspects
including labour laws, company laws, etc. Assuming that the flow of in-
vestible funds - bcih in foreign exchange and local currency, is well main-
tained during a given period, but other conditions governing the private
sector investment climate and business outlook remain not fully satisfactory,
then the investible funds are likely to be diverted to other profitable
avenues, and not in fixed investment in industries. This has been very
much the trend during the past six to seven years whidn is evident from the
strident growth in housing industry and import and retail trade while the
industirial sector remained neglected. It ‘s, therefore, important %that
suitable fiscal, monetary and other inventives should be evolved to make
investment 1n indusiry comparatively aitractive and possessive of safe
and sure return. The targets relating to levels of investment in various
industries as also the projections of growth in the industrial sector may
then be achieved. There seems also to be 2 need to simplify the.procedures

Zoverning sanctions of investment.

As far as the development of the various dranches of industry is concermned
the first prioriiy isyas mentiocned atove, Jeing Ziven %o the creation of a sizeadle

oase of manufacturing units {or producing basic industrial and agriculiural inputs.




After producer goods, priority is being accorded to industries based =
on indigenous raw-materials. Nearly 38 per cent of the investiment in in-
dustry in the Fifth Plan is earmarked for agro-related industries. A large
part of this investment will be in the private sector on small industries
located in or near rural areas. These will include agricultural processing
industries such as rice husking; cotton ginning, wheat milling, oil crush-
ing and sugar making. The development of new industries based on agri-
cultural by-products and waste products, such as molasses, bagasse, wheat
and rice straw etc. will be encouraged and traditionmal industries like
leather and footwear, textile, carpets etc. will be supported. On the
mineral side, the emphacis is on mineral exploration aiming at a sigmifi-

cant expansion of mineral-based industries in the long-term.

A notable feature of Pakistan's industrialization has been its export
orientation and in the Fifth Plan period this emphasis will sontinue pri-
marily directed towards industries based on local raw materials and moving
towards the production of more finished items with a higher component of
domestic value added. Cne measure in this context is the planned establishn-

ment of export processing zomes in Xarachi and Lanore (see p.26 above ).

With a view to conserving foreign extcange and moving towards self-
reliance, investiment in import substitution industries will continue on a

selective basis during the Fifth Plan period.

Another important objective of the Fifth Five—Year Plan is the laying down
of the foundations of long-term economic growth - to invest in technology
and build up infrastructure at times anhead of demand. In order to ouild up
technological skills, the investment in basic and engineering industries will
te of particular importance as will be the increased attention given to irain-

ing of skilled manpower and to scientific and technological research.
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Chapter TIII

EXTERNAL ASSISTANCE TC THE MANUFACTURING SECTOR

UNIDO's technical co—operation programme with Pakistan

The second UNDP Couniry Programme for Pakistan with an IPF of US$52.5
million for the period 1977-1981 was arproved by the UNDP Governing Council
in June 1977. Although the final wvwrsion of the Pakistan Fifth Five-Year
Plan 1978-83 was not compleied at vhat time, the Country Programme docu—
ment was drafted when preparatory work on the Plan had sufficiently ad-:-
vanced in identifying the main aims and policy objectives of the Govermment
to permit the Country Programme to be basedxon Qhose aims and objectives.
The ceniral theme of the Plan of particular relevence to ithe industrial
sector component of the Country Programme is ithe generation of a momentum
placing the economy on a self-gustaining growth path leading to the attain-
Zent of continmous and visible improvements in the living standards of the

population at larze and in all regiosms.

Searing in mind the aims se¢ oy the Jovernmment to double the country's
industrial.output during the current planning period and the comsiceravle
need for various priority inputs, a selective approach wvas used in the UNDP
programming work, based on the consideration of the quality of expertise

which could be provided in .he specific priority areas.

To combat the notorious underutilization of the installed producticn
capacity and the poor use of the invested capital, assistance aimed at the
improvement of the management practices was provided already during the
Pirst Country Programme and has been further developed during the Second
Programme period in respect of selected key sectors or enterprises. Such
assistance 13 almed at introduction of modernm business control ané market-
ing practices and at effective production techniques. Fairly comprehensive
assigstance %0 textiles, leather and metal-working industries was thus pro-
vided during the Pirst Country Programme. In all three cases UNTP involve-
ment spread from the shop floor engineering to the raw materials base thus
encouraging development of vertically integrated industries. In the case
of cotZon the involvement ranged from ihie research of cotton Zrowing %o
engineer.ng assistance in the spinning, weaving and finishiag snops; 1in
leather the activities stretc..2ad from cattle “reeding through the process—

ing of skins and hides to the production of leather zoods; in metal-worxzag




the project involved the evaluation of local minerals, the development of
appropriate processing technologies and the provision of advisory services %o
the engineering comparies. The activities in the three sectors are continu-

ing during the Second Country “rogramme periods

(i) DP/PAK/71/562 Cotton Textile Industry Research ard Development
Centre

Assistance has been provided, 1972-1978, to the Co%tton Textile
Industry Research and Development Centre in improving methcds of production
for increasing both machine and labour productivity, applied research and
product development of cotton manufactures. Total project sosts: approxi-
mately US$1,260,000. Training programmes conducted by the Centre are
continuing with support given under project DP/PAK/78/055JDevelopment of
Textile Training Systems.

(ii) DP/PAK/78/027 Leather Irdustry Develcoment

Assistance has been and will be provided 1974~1980 to the Leather
Development Board, the Gujranwala Leather Institute and specific industries
in area such as improvement of hides and skins, leather preparation and
design of shoes, leather garments and other leather products. Total pro-
ject costs: approximately US$990,000. This project is leading to a new
project toispt up a Leather Products Develcovment Centre, D?/PAK/79/022.

(iii)  DP/PAX/77/018 Metal idviscry Service

Assistance has been provided during 1975-1978 tc the Govermment
in premeting vetter use of existing metallurgical and mineral industrial
and improving testiing and guality control facilities., The Service 1is
finding increasing recogniticn of its leading role in supporting metal
-~ industries and organizing %the effcrts of the various cepartments assocCi-
ated with the ores and metal trade. l/ Total project costs: aporoximately
US$1,060,000 for current — Phase II - project. (DP/PAK/73/033 - the Phase
I project - had 2 cost of US$565,000.) One spin-off of the Service is the
sgmall-scale assistance project IS/PAK/78/802, Assistance to Northern Foundries.

Similar considerations are given to the assistance to the d:zvelorment of
the capital goods industry which started during the First Country Programme oul

was discontinued due to the UNDP emergency measures of 1976:

DP/PAK/76/003 Capvital Goods Industries Development l/

The immediate obvjectives of the assistance invisaged under this
project are being formulated, the purpose of the project veing to fosTer
the development of the capital goods industry within the framework of the
overall econumic and industrial development of the country and to that end
in particular tc identify and select fields fo. new industries. Advice
should, inter alia, be rendered in respect of policy measures and incentives
and institutional measures for traininz, financing and investment prcmciion
o ensure the successful development of the capital goods industiy sector.
Total estimated costs (up to 1981): 1IS$266,CCO.

1/ A comprehensive note entitlec '"Develovment 57 Capital Goods Indusgtries in
Pakistan® was prepared by Mr. askari Taqui, Director Zemerzl, Inve. ment
Promotic' “ureau /and Project Director for IF/PAK/76/C03) for the UNIIC—
3ponsoreu seminar on dtrategies and Instrunents to Promote the Development
of Lapital Gcods Industries ia Developing Countries held in Tecember 1579
1n Alziers.




following cases:

(i) DP/PAK/75/038 Develooment of Federal Chemical and Ceramics
Corporation

The purpose of this project is %o improve present low ratio
of sales to capital employed through strengthening of the management
and technical capability in existing chemical and ceramics industrial
units and co-ordination of production programmes among the 12 units
of the Federal Chemical and Ceramics Corporation (FCCCL). UNDP re-
sources required: Phase I: US$400,000; Phase II: US$900,000. Further-
more, a short-term expert worked with the FCCCL in 1979 under project
IS/PAK/78/803, Preventive Maintenarce to FCCCL.

- 5C -
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| Turther industry secicr INDP/UNIZC assistance is programmed in the f
\
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(ii) Discussions have been held by the SIDFA with the Federal
Chemical and Ceramics Corporation (FCCCL) for large-scale assistance,
Plastic Advisory Services, with the iim at improving technological
processeés involved in plastic indue*ry, quality control and testing
of plastic material, semi-finished a~ticles, blow moulding, extrusion,
and vacuum for forming and reinforcec. plastics. Expected amount cf
resources regquired: US3400,000.

{iii) DP/PAK/75/071 State ingineering Corporation

The immediate purpose of this as3sistance iould be to identify
-ecnnical rezuirements ané prcpose operaticnal procecures for two of
Tce Corporaticn’s uniis: Pakistan Zngineerirg Zompany {PECC) and
Pakxistan Machine Tool ractory. Assistance %o the Corporation in the
field of pruduction management and marketing is alsc to be included.
Total project costs are estimated at US3270,000. {Preparatory assis-
tance of US362,CC0 has been approved ).

(iv) Assistance is, furthermore, to be provided under the Country

Programme to the Ministry of Production for the preparation of a master

plan for iron and steel (DP/PAX/75/020) which would set out the country's

detailed requirements of iron and steel for the comming 20 years along

with the most suitable and economic prcduction processes. Reguired re—

sources: US$200,C00. In addition, technical assistance nas deen dis-

cussed with Pakistan Steel and approved for a project involving the

provision of highly specialized training to senior Pakistan personnel

of the first integrated steel mill in the fields of sintering, coke

oven and blast furnace technologies (IS/PAK/79/802). (

{(v) Assistance Will de provided to the Ministry of Science and
Technology in the establishment of a Natiomal Institute of Zlectronics
(DP/PAX/79/80L). The purpose of the project will, inter alia, be <o
carry out design and development work for public and private organiza-
%tions; to develop Pakistan's know=how and expertise in electrenics; and
assist with standardization of components, equipment and systems. UNDP
resources recuired for the initial phase (under SIS) are 7¥S332,300.
Total UNDP resource requirements are estimated at JS$900,C00.

(i) As folleow—up of a3 SIZ advisory mission %o the Palp and Pacer
/

Industry {(IS/PAK/73/8C1), carried out 5y a consulting firm in January
1979, when various pulp anc paper pliants wWere visited, assistance 11
that field 1s envisaged. Technical co—cperaticn 1in the field cof rice
straw pulping with Rakhza Pulp and Paper Mill i1n ZZypt 1s snonscred dy
UNIZO under IS/PAK/79/803,
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Interest Das recenily aisc oveen expressed oy

ation of Pakistan for possible UNIDC assistance to the cement indusiry,

covering the operation of existing units as welli as the long-term development
of the industry in the country by the establishment of aew units.

Activities concerned with the Juality of products and with standardization
are closely associated with.the assistance mentioned above. UNIDO projects
oriemted towris assurance of quality of exportable goods and towards the
creation of quality awareness in the factories as well as among the users,

include the following:

(i) DP/PAK/75/07] Product Adaptation and Prodi stion of Small-
scale Industries Textile Products

Assistance has been provided during 1979~1377, to improve
textile desiga and expansion of export markets in small-scale indusiry
textile products.

(i1) DP/PAK/73/C4A3} Standardizatior and Quality Control

T

Assistance has deen provided +0 the Central Tes:iiug Laboras
ies sizoe late 1978 and is schedulad thrcugh 1280 with a total cost o
approximately US$345,000. A local consultarnt firm is to be used at an
initial stage %0 assess and advise on the role which the OTL is playing
and on the use of 1iis services %o indusiry, sefors tie ways 22d means
to strengthen CTL are decided upon.

T
-

~
ol
-

(iii) UF/PAK/78/142 Low-cost Aiutomaticn for PITAC

Assistance is to he provided to PITAC comprising tbe services
of an expert and certain equipment in the field of low-cost automatiocn.
(A project %o assist in eorzanization of PITAC VC/PAK/78/COl has been
suspended due to lack of financial resources to provide the negded
buildings to accomodate eguipment regquested under the project.

{iv) UF/PAK/78/187 Maintenmance Train.-g Workshopo for PITAC

The formal requesgt for assistance has recently been received.

In order to strengthen the planning cell of the Ministry of Industries
assistance in the field of industrial planning and statistics is programmed
[DP/PAK/79/CC2). Required rescurces: US$50,CCO. ’

Large-scale assistance, under IPF, to the Investment Promotion 3ureau pag

oeen apprcved for the development of a2 pertfolio of investment prospects I:r oromc-—
ticn of industrial izvestment (DP/PAX/78/054). Znvisaged JNDP resource regure-
ments are: rirst Phase - US$280,CC0; Second Phage - JS$1,500,2C0. The tarzet
starting date is the fourth quarter of 1979.
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ect DP/PAZ/75/0A2 sasistance is to he provided to Invest—

ment Advisory Centre of Pakistan {JACP) with the objective to 4train its

consultants level staff. IACP is a semi-autonomous non-profit organi-
zation under the Ministry of Industries. It has within its staff pre~
sently four senior comsultants. IACP is currently associated with two
exercises jointly with institutions in a number of other Asian Countries
(Bangladesh, India, Nepal, Philippines, Sri Lanka and Thailand). The

first is to assess the performance of public sector enterprises. Th;

second is connected with the socio-economic factor affecting the assimila-
tion and diffusion of technologies in industry as determined from the

extent of consumption of imported technologies and local production with

a view to suggesting policy measures to govermments. IACP is in the process

of establishing a management comsultancy service section.

Possible large-scale assistance to the Pakistan Institute of ¥anage-

ment gPIHE aiming at improving its performance and the setting up of a
management consultancy s<rvice, is being discussed in cc—operatior wish
ZLo.

Under project UF/PAX/78/179, a Small-scale Industry Survey is to be

carried out to identify remedies and operatiomal procedures of small-scale

industries in five areas as a follow-up of a survey carried out in late
1978. IACP will act as counterpart agency for sport goods, textiles and
leather and leather products, PITAC for light engineering and MAS (DP/PAK/
71/018) for surgical goods industries. -The resource requirements for the
second phase (PAX/79/014) are estimated to be US$2CO,000.

UNDP/UNIDO assistance in the field of imdustrial training - DP/PAK/
73/055, -P/PAXK/78/056 and TP/PAX/78/055 - has consisted of individual

training fellowships in varicus fields and = in the case of the last men—

tioned -~ the development of textile training systems in the country
(wbich has been developing from project DP/PAK/71/562 aentioned above).
Project DP/PAX/78/056 covered a training programme-cum-study tour which

UNIOC orzanized in the field of export processing zomes (ZPZ) +o Ireland,

Republic of Xorea, Philippines and Sri lanka. (Turther assistance ia plan-

aing, establishment and operation of ZPCZs 1s deing envisaged. )




|
N
\0

!

In the field of energy comservation, a project is being formulzted
to explore means and methods for savings through fuel efficiency drive
and standardization; compile and disseminate technical information and
mamuals régarding efficient use of industrial furnmances oil gas; set up
technical advisory services covering energy audit-energy management system
and fuel efficiency engineering; promote research and development of
energy devices like burmers, recouperators, heat exhangers,.flow masters,
comtrol devicrs, instrumentation; promote research and development regardp
ing technological processes and altermatives, technoeccnomic amalysis and
inter fuel substiiution; and make recommmpdations regarding Government
measures, @monitcring schemes and incentives. UNDP resources required for
the initial phase (under SIS) are $75,000. Total UNDP rescurces are esti-
mated a” US$1,8C0,000.

A request hase also recently been made for SIS assistance in the pre-
paration of a nmumber of prefeasibility and feasibility reports on utili-

zation of agriculiural wastes ia iadusiry.

Requirements of large-scale technical assistance are envisaged in
congexion wiin the planned establishment of a National Institute of Agri-
cultural Mechanization and Agricultural Machinery (NIAM) within the frams-
work of the Pakistan Agricultural Research Council (PARC). l/The Pakistan
Executive Committee of the National Econcmic Council (ECNEC) is currently

considering the proposal by PARC for the establishment of NIAM which is to
have the task of undertaking research and development work on a wide range
of agricultural machinery for farmers in Pakistan. It will have a coapre-

hensive programme for the promotion of the agriculiural machinery indusiry

in co~operation with the farm machinery research institutions in the various

provinces of Pakistan and appropriate manufacturers.

In October/November 1976 at the request of the Goverrmment, a joint IDRCE/

UNDP Mission undertcok a detailed study of scientific and technical (S and

l/ See memorandum oy Mr. Swamy Rao, Senior Interregional Adviser, 'NIIC,
of 13.12.1979, entitled ™Pakistan: Possible assistance to ¥ational
Institute of Agriculsural Mechanization”.

2/ IDRC = International Development Research Centre, Ottawa, Canada.

L




information needs in Pakistan and made recommendations on the fuiure siruwciuxs
and development of a pational S and T information network. Already in 1357 a
nucleus for S and T information, known as the Pakistan Natiomal Scientific
Documentation Centre (PANSDOC), bad been set up (with assistance of UNESCO).
In the late 19608, a project was formulated to convert this nucleous into a
fully-fledged Pakistan Scientific and Techmological Information Centre (PASTIC)
and work on this expanded project was started in 1974. The PASTIC project

was based on the concept of a centralized service, which was consistaﬂx with
whai was then being attempied by most developing countries. Experience of
many countries, however, indicated that such service could succeed only where
highly irained manpower was available and where the investment made was
considerable. Pakistan did not have these rescurces and the joint IDRC/UNDP
Mission was arranged for io review and evaluate the role of PASTIC based on a
detailed apalysis of the existing situtation and anticipated future require-
ments. The conclusions and recommendations of the Mission Report L have been
incorporated in a revised plan for PASTIC which is being coansidered ty the
Gover.ment. The recommendations made by the 4ission were refleciing she skify,
now adopted by many indusirialized as well as developinz countries, away Ifrom
3 centralized concept of information service tc one that is based on the co-
operation of a2 network of information centres each offering mational service
withia its area of sgpecialization. One of the principal functions PASTIC
should have wculd be the development of services to repackage technological
information in suitable forms to make it more readily assimilated, either

directly or through extension services, by small and mediummscale industries.

A Horking Paper on programming perspectives for the industry sector for
the Third Country Programme Cycle was prepared in draft by the SIDFA,
Mr. M, X. Hussein in mie-1979. 2 Mr. Hussein gives the following listirg

of areas on which the contribution of %the Third Cycle programme in %the in=-
dustry sector might be designed to concentrate:

1/ "Scientific and Technical Information in Pakistan", report of a joiat
IDRC/UNDP Mission, Cctober-Ncvember 1976. Pakistan Science Foundation,
Islamabad. The Mission was organized and financed by UNDP and ITRC with
experts also provided by UNESCO and UNIIC.

g/ Annex III %o Quarterly Report on Pakistan PAK/QR/SIDFA/T9/2 prevared >y
Mr. 4. X. Hussein, June 1379. N
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(i) enbhancing the capabilities of the capital goods sector
through balancing and modernizing existing facilities
and creating new capabities to effectively utilize the
envisaged output of basic industries, mainly the Karachi
Steel Mill;

(ii) supporting the production technologies and development
of newly comstructed basic industries;

(iii) identifying activities needed in the agro—intrudies
field and oromoting these activities;

(iv) supporting cottagu and small-ecale industries by pro-
viding the adequate techniecal know=how and assisting the

control of product qualities through the establishment
of advisory service centr °s;

(v) demonstrating the means and methods for economic utili-
zation of energy and energy saving in industrial enter-
prises;

(vi) supporting ihe fields where assistance under TCIC is
provided;

(vii) increased emrhsis on indusirial %raining.

Other UN system--wide technical co—operation activities in

Pakistan of relevance to the industrial sector

UNDP/TTC assistance has been provided under DP/PAK/73/041 to <he
Zxport Promotion Bureau since 1374 at a total cost of approximatel,

US3525,000. The assistance aims at expanding exports of nom-traditional
commodities. Among UNDP/ILO projects may be noted one on employment
promotion carried out 1975=-1978 at a total cost US$162,000. Purpese of
the project was %the strengthening of the Federal Manpower Division and
the development of a strategy f r rural development promotion. UNDP/UN
large—-scale assistance has deen provided %o the Resources DJevelopuent

Corporation in its plans to develop the Saindak copper depositis.
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ce will ke provided under a project entitled Transfer of

Know-how through Expatriate Nationals (DP/PAK/78/026) with the objective of

organizing the scheme whereby outstanding specialists of Pakistani origip
serving abroad might visit Pakistan to render short-term comsultancy services
with a view to supplement local imowledge and thereby making contributions
in the implementation of high prioritr sector programmes. The visiting cop~
sultants will be expected to provide to their host agency proposals or re~

commendations on policy issues, technical matters or organizatiomal or insti-
tutiopal arrangements. It is foreseen that, as a matter of fact, follow=up
with the expatriate national on returm to his country of residence will be
instrumental in the development of institutional linkages between the organi-
zation employing him and the Pakistani relevant institutioms. The total UNDP
inputs are US$148,000 which are expected to cover, inter alia, approximately
50 consultants' assignments of 2 to 8 weeks each.

3ilateral assistance in the industrial sectcr

Sxamples of current large-ecale bilateral assistance project are the
following:
(i) Pak-Cerman Wood=Working Centre, Peshawar,
Assistance was provided by FRG 1971--1979.
(ii) Small Industries Development Bcari, Feshawar
Assistance %o help the SIDB, NWFP in the promotion of small-
and medium~size industries was provided by FRG 1975-1978.
{iii) Model Training and Footwear Centre in Cujranwala
Provision was made of equipment, machinery and layout services,
oy PRGC 1975-1977. (Advisory service were provided oy UNDP/
UNIDO ).
(iv) Promotion of the Punjab Small Industries Corporationm (PSIC)
was provided 1968-1979 by FAG:
éa.) Metal Industries Development 3card, Sialkot
b) Assistance to Punjan Small Industries Corporation, lahore
(v) Ceramics (Porcelain/Refractories)

Sxpert agsistance was provided to PCCC for their Swat ceramic
factory and tc the PCSIR for their lLahore laboratories dy Japan
1977-78. :
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(viii)

(ix)

(x)

(x1)

(xii)

{xiii)

(xiv)

(xv)
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Expert assistance was provided to the PCSIR for their {arachi
laboratories by Japan 1977-78.

Earappa Textile Mills

Provision of equipment for approx. US$505,000 was provided by
the Netherlands in 1977, for the modernization of Harappa
Textile Mills.

Pakistan Design Institute

Assistance aiming at the enhancement of the capacity of the
Pakistan Design Institute in Karachi to provide services in
the areas of product, graphic and textile design, has been
provided by Switzerland. The total duration of the assistance
is 1971-1980.

Karachi Steel ¥ill

The USSR has since 1372 assisted in the establishment of the
Karachi Steei Mill The project whiéh comprises technical
assistance and capital assistance elements involves a total
iavestment approx. US$1,400 million.

Iindustrial Vocatioral Training in Punjabs

Assistance has been provided to strengthen the Development
Cell for Apprenticeship Training, Lahcre, by PRG during 1974~
1578,

Management Information System

In 1977 the services of expeits were provided (total cost approx.
US$390,000) by the Netherlands to assist the Ministry of Pro-
duction on the introduction of management information system in
XLarachi.

Zmployment, Income -ud 3asic Needs Project

The services cf experts were provided in 1977 by the Netherlands.
Total cost: US$452,000.

Chromi.e, Hazara

Assistance was provided by Austria for a feasibility study for
processing chromite in Hazara in 1976-1978.

Magnesgsite and chromite in 3aluchistan

Co—operation was undertaken in 1977 with FRG in the exploration
of magnesite and chromite deposite ii 3aluchistan.

Hazara Phosphates

Assistance was provided since 197% in improviag the alning
output and proving of phosphate reserves at Hazara.
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(xvi} Pakistani Institute of Tevelopmeni Ecomumics
Assistance has been provided by the Ford Foundation 1976~77
in supporting an in=country programme of training in project
pPreparation, appraisal and evaluation to *u.~ Pakistan Insti-
tute of Development Sconomics in Islamabad.

A Joint Commission established under the EEC-Pakistan Commercial Co-
operation Agreement signed in June 1976, is meeting regularly to examine,
inter aiia, the progress of the efforts being made udner EEC's trade f;ro-
motion programme to develop and diversify Pakistan's exports to the EEC.
The Joint Commission also discusses measures to encourage collaboration
between EEC and Pakistani entrepreneurs, in fields such as training, fish-
eries and engineering subcontracting ]-'/ and more generally ir strengthening
the industrial development of Pakistan.

~

_l/ These three fields were especially noted at the %hird session of the
Joint Commission in January 1979.
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