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PREFACE 

This lndusrrial txvelopment Review of Pakis1an is pan of a Saks xrics aim1..'ll al srrengihcning 
!he ·country tixus· of IJNIDO activities. Wi1hin the framework of the work programme of 
the Regional and Countr.· Studies Br.mch of UNIDO for moniloring the industrializ•1tior. pnx:css 
of developing countries. the Reviews provide a general survey and hricf analysis of each 
country·s industrial development process. The Reviews arc intended to provide a scnicc 
to those within UNIDO and other international agencies concerned with indusrrial poli1..·y. 
planning. project dc,elopmcnt and implementation. and to he a ready sourl·c of informal ion 
for governments. investors. industrialists. entrepreneurs. policy-maker.... international 
organizations. aid agencies. academics. and research in ... titutes. 

The Reviews have two separate hut interrelated ohjccti\cs: they arc designed to facilitate 
and promote the activi1ics of UNIDO. as well a ... to serve a ... an informati\·e and analytil·al 
document for the international industrial community. It is known from experience that rcadil~ 
availahle reference material on the industrial sector in developing countric ... is eagerly ... ought. 
The favourahk rc-;pons~s received from regular readers hoth in ... idc and outside UNIDO have 
facilitated extension of the scope of the Reviews in successive is ... uc .... 

As the Re,·icws arc issued as sales puhli.:ations. the scope and dimension of the ... crie.., arc 
designed to accommodate !he needs of a wide readership in rhc international indu ... trial 
community associated with industry. finance. trade. husiness. research and gmernmenl. The 
Reviews also aim at providing a hasis for undenaking in-depth analyse ... of sP1..Yific aspeci... 
of indu~trial policic .... stralcgies and programme.., in the den·loping countries and al prm·id:ng 
a hasis for informed discussion of industrial development trends and policie .... 

The sales puhlications arc intended to strengthen the Organization·.., relationship with 1he 
private sector. By acquiring a wide readership for this series. UNIDO hopes to provide new 
and peninent inlormation on the role of industry in developing countries: information 1ha1 
is essential to understanding and accelerating the proce..,s of industrialization in the Third World. 

This Review comprises five Chapters. Chaptl'r I revie\\s recent economic !rends. and analyse ... 
key issues of macroeconomic policy environment and economic prospects. The struclure and 
performance of 1hc manufacluring sector an: c~amincd in Chapter II. with a focus on 
productivity. wages and salaries. investment and financing p•1ttern .... manufacturing tr;1de. 
and regional disparity in industrial development. Analyses of prohlcms and prn ... pecls of key 
manufacturing ... uhscctors contained in Chapter Ill arc followed hy an analytical cxpmition 
of policy framework for indu ... trial development in Chapter IV. Chapter V pn:..,cnls information 
on the country·s resoun.:e endowment for !ndustrial development. The Review ;1lso furnishes 
inform;1t1on on investment environment. the legal framework governing industrial invc ... 1men1. 
priority product area .... and on industrial investment procedures. irn.:cntive.., and opportunitll'"· 



EXPLANATORY NOTES 

Dt1l<'.\ Ji\ iJcJ hy ;1 slash ( 19XX 891 inJi1:atc a fis.:al year or a 1.:rop ye;1r. Dates Ji, iJeJ hy 
;1 hyphen 1 I 4XX - I 9891 indi1:ate the full pt•rioJ. induJing che ~ginning and thl· end year'. 

Ji11111cts1: Tonne(sl Jenotes mctril· tnnnl'fsl. This \\orJ is useJ uniformly thr1mgh1lUI lhe te\l 
for metri.: short long tonne(sl. An ekmenl of amhiguity l·;mnot ~ .-ukJ out in view 1if Jata 
sour.:cJ from ,·arious Jrl\:uments whil·h JiJ not inJi.:atc a pre.:ise Jdinition of the \\ord tonne 

and ton. 

b: 'filhln: 
Tolal may not add prcci.;cly ~.:ausc of rounding. Two Joh t .. l inJi.:alc thal data arc not 
:l\·ailahlc llf mlt scp;irall·ly reported. 

The folhm ing ahhrnia1io11.\ arc used in this puhiil·ation: 

BEL 
B\1R 
BOI 
COi 
DH 
EC 
F.-\ T.-\ 
GCP 
GDP 
GNP 
ICP 
IDBP 
II Cs 
l\1F 
IPH 
ISIC 

Bankers· Equity Limited 
Balancing. modernization and repla.:ement 
Board of lmcstmcnt 
Committee of lmcstment 
Do·dopmcnt Finance lnstilution 
European c,immunity 
Federally :\JministcrcJ Trihal :\rcas 
Ghee Corporation of P.ikistan 
Gross Jon1::stil· product 
Gros~. national product 
lmcstment Corporation of P;1kistan 
lnJu.,trial Dc,dopment Hank of Pakistan 
l11dustrial Investment Crcdih 
International ~onl't;1ry Fund 
lme .. tmcnt Promotion Board 
International Standard lmtu.,trial c1a.,.,ifi.:ati11n 

KEPZ Kar;Khi Exporl Pro.:e.,sing Zone 
LIBOR London lnterhank Chcrnight Rate 

I.PG 
M\':\ 

NDCF 
NIT 
NOC 
NRI 
NWFP 
OH'I> 
P:\CO 
PICIC 
Pll>C' 
PSI<' 
I{., 

SCC'P 
SH' 

SITE 
TIT 
1:s 

Liquid Pctrokum Ga., 
\1anufal·turing \aluc added 
National lk\\.:lopnll·:u Finanl."e Corporation 
National lmc.,tmca:t Tnht 
No 11hje.:t ion l."l.:fti fi.:atc 
'.'lon-repatriahk iml·.,tmcnt 
North-We.,t Frontier Prm inn· 
Organi1atio11 for Ec11n11mi.: (\1-opl·ration and lkh·lopment 
Pak1,tan :\ut1111111hik ('orpor.1ti11n 
Pak i.,tan I ndu.,t rial (' rl·11i1 and I llh''l llll'lll ('11rp11r;11 ion 
Pakistan lndu,trial Dc,dopll'l'tll C11rpor;1ti1111 
Pak1,tan Small lnd11,lrtl'' C11rp11rat1on 
Rupel'" t Paki,tanl 
Stall' ( \·111cnt Corporal ion of Pak i,1;111 
Stall· Fn)!illl'l'fill)! C'orpora11on 
Sind lnd1htrial and Tradin!! htall'' 
Tl·r111 finanl'l' n·rt1lil·afl' 
I' nitl'd Stall'' 
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BASIC INDICATORS I: MACROECONOMIC INDICATORS 
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BASIC INDICATORS II: KEY INDUSTRIAL INDICATORS 
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SUMMARY 

The enmomy of Pakistan is likdy to achiew a growth rare of 5.2 (l\:r l·enr in 1989'-Xl. \\h1ch 
represents the scnmd nmscrnti\·e year of a somhrc cnmomic di male. Sra~nanl growth rares 
in recent years ha\"C Ileen due hl internal and external el·onomil· imhalanccs. dcdining inward 
remiuances and sl1lwer growth of cxpons. As the rnn<lirionaliry auachcd lo the three-year 
slahiliI.alion programme indul·cd hy the International Monetary fund and World Bank rends 
hl he rcsrrictionist. the pace of economic expansion is unlikely to accelerate signifll"anrly 
in the medium term. Industrial stagnation in 1988/89 was marked hy a sluggish growth rare 
of 3 per l·ent. with largc-sl·ale manufacturing \"aluc added rcrnrding just I per cent increase. 
Despite structural ddicienl·ies. ethnic rnntlicrs in Karachi. loadshcdding and falling lc\"ds 
of im·estmcnl. the manut:.ll"turing SCl"lor grew at 7.9 (l\:r cent in 1989'90. 

The manul~ll"luring :-.e~:ror in Pakistan accounts tllr less than one-fifth of GDP anJ ahsorhs 
anmnd 13 (l\:r cent of the l"Ountry"s work-force. H1lWe\·cr. the share 1lf manufal·turcd cxpons 
in Pakislan·s narrow expon hasker is high al 65 (l\:r cent. With around 30 (l\:r l"Cnt of MVA 
in 1985. the food industry emerged as the leading :o.uh:-.echlr of manufacturing. The long­
term dedinc of the textile industry from 32 per cent in 1977 to 17 (l\:r cent in 1985 has Ileen 
the central feature of structural change in manufacturing \"aluc addl.'J. Thi:- is panly a reflection 
of the fact rhal the large couon doth units ha\"C Ileen fragmented into smaller units. The structure 
of manufacturing \·alue added is dominated hy consumer goods industry. The share of capital 
goods in MVA increased marginally from 11 (l\:r cent in 1977 to 12 per ccnr in 1985. 

Sim:c the adwnl of the nl.'w government"" there has Ileen a renewed encouragement of pri\ atc­
sector im·estment in manufacturing. Policy initiati\"es in pursuit of Jc-regulation and 
lillcralization induded. illfa alia. an increase in the in\"estmcnt sanction limit. drastic redm:tion 
in the list of specified industries (which require gowrnment sanction). redm:lion 1lf tan.·f:-. 
on a numhl.'r of raw materials. intl.'rmediatc and capital goods. and upgrading of an lnJu:o.trial 
lncentiws Reform Cell into a Tariff Commission in 1989 to make recommendation:-. on fiscal 
anomalies anJ dkl·tivl.' protection. The new government launched a major pri\"atization 
programme with a dl.'cision to divest pan of the puhlic :-.ector share:-. Although the pri\"atc 
:-.ector is assigned an increasingly imponant role. the pcrformancl.' of the puhlic sector and 
its role in key industries remain cru.:ial. 

Thi.' product range of Pakis!an·s loo<l industry is fairly diversitil.'d. hut there remain:- rich 
untappi:d potential for funhcr expansion. Although privatl.' entl.'rprisc:s outnumllcr puhlic sector 
unih in vcgetahle ghce production. local demand is met largd~ hy the highly suhsidizcJ puhlic­
sector Ghee Corporation of Pakistan. Giwn the high cost of pmduction. t:1e pri\"ate units 
tend to diversify production from ghec to cooking oil and to a rnnge of other products hased 
on the same raw material. The changing pattern of consumption also stimulates such prodm:t 
<livcrsifii:ation. 

Paki:o.tan was self-sufficient in sugar production in the early 1980s. hut supply shon;1gl.'s led 
to 80.000 tonnl.'s of sugar imports in 1989, Low productivity in this Sl'gmcnt of the food 
industry is due largely to crude methods of prodm:tion in the traditional industries which 
extract only 50 per cent of the c•inc sugar content. The demand for refined sugar is cstinliltl·d 
at ·'·2 million ronnes for the year 2000. rompared with:!. I million tonnes in 1989. Expansion 
and 11111derni1ation of Sl·t:·•r mills is viahk in Pakistan as indigenous oimpon~·nh al'n1unt 
for 75 per cent ot a 11101.krn sugar mill. Sanctions arc no longer required to cstahlish private 
scl·tor units inv1ilvinj! an inwstmcnt of Rs I hi Ilion. This should. in principle. stimulatl' pri\"atc 
investment in the sugar industry. 

• J<l·h:n.·nll'' In ·nl'" ,:11\l'rnml·nl' in lhl· h.''' .1r1: 111 fhl' l'il·l·h·d ~:11h·rr11111.:nt "-hh h "·h rn P""'·r d11r111r lk~,·111h\·r l'1SS 
.-\11~11,f 1'1'10 

xv 



xvi Summary 

Thcrc appear-. to hc a promi-.ing futurc for Paki-.tan ·" non-akoholi'-· hc\ ..:r;1gc-. indu-.try in 
gcncral and for thc fruit jui1.:c indu~.try in ~1rtirnlar. Output of tx·, cragc-. i-. ..:'P'-"-·1\.-J to douhk 
in l 991). mu'-·h of it '-·oming from ncw cntcrpri"'-'" pniJu1.:ing fruit ju in: in papc:r pa'"·b. In 
thc ah-.cn'-·c 11f furthcr c\pansion of thc indu-.try. a -.upply gap of 5-Ul million honk-. pap..:r 
pad.-. of fruit jui1.:c i-. cslimatcd !ix 1991). Thc indu-.try ·" cxport potcntial ha-. rc'-·cntly C\ oh-J 
thc intl.'rcsl of forcign firm-.. Pakislan · s ahundant -.upply of fruits can al-.o hc u1ili1cd for 
thc manufa'-·turc of hahy ti.xiJ lo suppkmcnt 1hc hahy milk pniJu'"·ts which arc '"·urrcntly hcing 
importcd in suhslantial quantitics in ordcr lo kccp pace with the rapidly gro\\ ing dcmand 
li.lr milk pniJu.:ts. 

Although th..: -.hare: of t..:xtiks in MV A li:ll. th..: industry 1.:ontinu..:-. to hc of great -.ignifi1.:an'"·..: 
in t..:nns of its wntrihu1ion to ..:mploym..:nt and export 1:aming-.. The inJu-.1ry rnrrently employ-. 
28 pc:r c..:nl of !he industrial lahour fore..: and ac'-·ounls for around 56 per 1.:..:nt of th..: 1.:ountry ·" 
total ..:xports. A suhslantial quanlity of Paki-.tan ·"cotton yarn e\lll.lrl i-. dl.'-.tineu to Japan and 
th..: R..:puhlil.: of Korea. whik th\.' United Slate' is an imixmant mark\.'! for r..:aJy-maJ..: gann..:nh. 
hosi..:ry and towds. Synth..:ti'-· t..:xtiles arc: ..:xixlrted mai:ily to th..: United Kingdom and Saudi 
Arahia. While cotton yarn exports ctmtinue lo retain their lll.lpular image in Japan and Ea ... 1 

Asia. the omntry·s garments induslry se..:ms lo hc losing its compditiw \."dge to pot..:ntial 
rnmpelilors. namdy. China. Japan. Repuhlic of Korea. Taiwan Prtl\"ince of China. India 
and other countries of Soulh-Easl Asia. especially Indonesia. Bangladesh and Sri Lanka. The 
narrow production hase. outdated te\.·hnology. inadequate research and limiled pniJucl range 
ha'e led to sickness in many 1ex1ile enterprises. Rationalizalion and 1miJernintion initiati\e .• 
· · iuld significantly enhance the perfonnanc..: of !he industry. Pakistan is enJean.uring to de\dop 
a long-1ern1 textile strategy. wilh a \iew 10 encouraging foreign investment in quality textik 
products and Je,doping target markets for those pniJucts. Possihilities f1•r extensi\c 
collahoration with international firnh. particularly 1hose hased in South-East A ... ia. '-·oulJ he 
explored. Export prospects for non-traditional 1..:x1ile items such ;1s lahle linen. kitchen linen. 
curtains and upholslery c1mld easily hc cnhanced with adequate financial ;1 ... s1stance and 
int:enti\es to in\estors. These non-1radi1ional textile made-ups tend to emea·ge ;1s a pr11n~ising 
segment of Pakistan·s textile industry. 

There is a case for re-estahlishing the strong position of Pakistan carpets on the world market. 
This largdy rnttagc-hased industry needs rationalization of the production structure and 
collahoralion wilh top quality international designers if it is to upgrade pniJuct 1.JUality and 
to resixmd to the prd..:rences of indi\"idual hu)crs. The government has announced a serics 
of rchate and incentive schemes to encourage carpel exixmers. These include cont:ession;iry 
credit. duty Jrawhad facilities. free imixin of wool. tax exemptions. market research 
assistant:e. etc. 

Despile a significant spurt in rhe produt:tion of krtili1ers. Pakistan continues to depend on 
imixms lo meel domestic demand. Supply shortage p..:rsists in spite of several firms operating 
al the optimal rate of t:apacity utili1a1ion. This shows the need to crcah: additional c;1pacity 
for produt:tion of phosphatic and nitrngenous krtili1ers. lnad•:4ua11: investment in the krtili1er 
industry· has hcen due to the low prit:e of 1Crtili1ers. high rnsts of installing new plants. irregular 
power supply and uncertainty with regard to the availahility of gas as a li:edstod. The li:rtili1er 
industry in Pakistan is likdy to hc of l"Of'.,iderahle interest to foreign investors. The gmernment 
estimates that Pakistan would require:! . ."\ million nutrient tonnes of urea hy t!le ye;1r 2000. 
This would call for the es1;1hlishrnen1 of .l major plants over the next de1.:ade. In view of 
P;1kisran "sample l!;'' reserve' joint venlure' may concentrnlc on the sirnult;meous dcvclopmenl 
of the energy and li:rtili1er 'ector .... Both ;1rcas arc of top priority for lhe Ciovernmcnl of 
Pa~i,lan and the main donor agcnt:ic,. 

Domc ... tic production of drugs. medicines and pharmaceulil·al' meet' around XO per l"Cnl of 
domc,tic demand. Ahoul 70 p..:r cenl of 1hc market is dominated hy transnalional corix1ra1ions. 
Forcil•n firm, and l<Kall} ·owned firm' arc heavily dcpendl·n1 on imporh of rnw malcrial,. 
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sc:mi-finish'--J pnlJu'-·1s anJ packaging mah.:rials. The: pnlJuclion of llas1'-· drugs lly 1,~ally -
O\\ n'--J firm:- is nc:gligillk. lnc:pl pri'-·c: poli'-·y is a major '-·onslrJint inhilliling lhc: c:'pansion 
of lhc: phamlal.·c:uli'-·al inJuslry. Prii:c: li\ali,,n anJ re:\ ision ma~ Ile dl.'l:C:OlrJli.ll."li anJ lhc: pri'-·ing 
of final pnidUl.1:- may Ile llroughl in lilll: \\ irh nlarkl.'l r'-·ali1ic:s. '-'llSl of inputs. '-"'lSl of Jislrillution. 
anJ othc:r i:ri1c:ria. 

Pakislan is hc:aJing lO\\ards sdf-sufficic:ncy in cc:n'k:nl pnlJuclion. '.\lost cc:mc:nt plants run 
on prnlitallk lir."'s. and the pullli'-·-Sl.-clor plants Jo much llcncr lhan pri\ ale firms in lc:nus 
of i:apa'-·iry u1ili1a1ion. The Stale: Ccmc:nt Corporation of Pakis1an has laun'-·hc:d a maj1lr 
llalancing. m0Jc:rni1alion anJ rcslrul.·turing prngraauuc: im ol\ ing an C:\pendi1urc: of S.:! 13 
million . ..\joint \C:nlurc: fi.lr lhc c'pansion of cc:mcnl pnlJu'-·1ion capa..-ily is unJc:r way. The: 
WorlJ Bank anJ the: ..\sian Dc:wlopmcnt Bank ha\C offered l1lans of Rs .:!llO million for 1hc: 
rnoocmi1a1ion of one ,,f 1hc: olJ ccn'k:nt plants. ~cw cc:mcnt \ariclics ha,·c: also !ll.-c:n Jc\do(ll.-J 
lo make: llcnc:r use: of a\ailalllc: iC:sourccs. WiJc: regional Jispersi1m of lhc: cc:rncnl industry 
is 'trongly a<lnli:ak"li in \ic:w of the: prohilliriw transport costs. New diS\:mcrics of suiralllc 
raw ma1crials and crc:alion of infras1ruc1ural facilirics in new localions arc: lhc prcrcquisilc:s 
for 1hc regional dispersion of 1hc industry. 

PaL.istan·s nplimism wi1h rc:garJ 10 1hc: future: of iron anJ s1c:d pnidu'-·ts is rdki:lc:J in 1hc: 
large: nu miler of downslrc:am prnjl·i:1s of 1hc: Pakistan Src:d '.\I ill al Karachi '' hii:h i:amc: on 
sm:am in 1hc: 19XOs. Punjah i:onsti1u1c:s a polc:ntial markc:l for many intc:rmc:dialc: anJ i:api1al 
g1ltids as anmnJ XO per cc:nt of the: i:oun1ry·s smdlc:rs anJ sc:mi-intc:gra1c:d slc:d planls arc: 
l,li:alc:d lhc:rc:. The: Jc:manJ for slc:d in Pakislan is projc:c:lc:d al 5 milli,m lonnc:s lly the: year 
.:!000. The country·s C\isling capacily can Jdi\cr only I .X million lonnc:s of sled. Viallk 
a\c:nuc:s lo st ·-sufficic:r.cy induJc more: dficic:nl u1iliza1ion ,,f installed capacily al Pakistan 
Src:d :\lill. c:'pansion of Pakistan Srcd :\lill"s ralcJ capaciry lo .J million 1onncs. arad 
c1ms1ruc1ion of a dirc:cl rc:duclion plant llasc:d on NokkunJi iron ore: and nalurai gas. The: 
stc:d inJus1ry is :m arc:a whc:rc: opportunities c:'isl for foreign inwshlrs. 

There: has Ileen a slcady upward !rend in 1hc pnlJuc1ion of almost all i:alc:gorics of engineering 
produi:ts in rc:•:cnt years. Howc:wr. imptlrls of engineering g1ltlJs currently a'-·counl for (,() 
per cc:nl of 1hc 101al supply. There: is no rnnsislc:nt ptlliq pa'-·kagc: for inrnh ing ltll."al c:ngilll.-c:ring 
plants on a :-.ulx:ontracling lla:-.is in rt:.: major na1ional projc:cK Undc:r-u1ili1a1ion of capaci1y 
in h:;tl firms anJ 1hc prevailing supply gap in c:nginc:c:ring goods largdy rc:tkcl lhc low quali1y 
of locally produced cngilll:cring go1ids which fail lo capture the growing demand. Anlalgamarion 
of :-.mallc:r c:nh:rpriscs is adv1ll."a1t:d p:1rticularly in 1hc pnlJuclion of c:nginc:c:ring and capilal 
g1ltid:-. lo rc:ap the: llcnc:tils of economics of sc:1k which arc csscnlial lo increase quali1y and 
oulpul. lmptlrt penc:lr:!!ion of domestic ;1pplianccs and ckclrical con:-.umcr go1ltls ;1dn:rsdy 
afti:cls (o,:al prollUclion. High 4uali1y and sali:ry :-.landards will need lo Ile achic\cd liy ltll."al 
pnltlucc:rs in order lo enhance lhc:ir l:nmpetilive cJgc: mer imptlrts. 

Whc:rc::1s lhc: gowrnmcnr" s indigcni1a1ion policy h;1:-. paid off in some ;arc:as of 1hc countr~ ·s 
automoliik induslry. lillk progress has llcc:n made in the indigcni1a1ion programme: of Pak 
Su1uki Mohlr Comp:my. a joim n.·mure llclwcen P:1kis1an Automoliile Corpt,ralion an,! Su1uki 
Motor Company I. imilcd of Japan. While lhc local contcnl t:irgct was :-.ct al XO per i:cnt. 
rhis .1oin1 wnllm: al·hicvcd a local 1.·nntcnl ralio of less lh:m .lO per l'Cnl. In jeep asscmlily 
only IX per ccnl of lol'i1l rnnlcnt was achieved. The Stuuki Pl:ml ple;1dcd for tkxiliilil~ in 
1he indigcnil41lion pn,grammc. ;md the period of indigcni1:11ion was cxlcndcd lo 1995 with 
a rcdm:tion on the u:-.c of l1ll.";1l components. II lends i:rcdcncl' 10 the f;ll·t that foreign invc:-.lors 
l':tn sun·cs~full~ nego1i;1tc: wilh 1hc gmcrnmcnl for tkxiliilily in policy approach. In mid- I 9X9 
Toyo1;1 )illl'ceedc:d in olitaining a licence: for a new car plan! 10 produce l·ars with 1.l.5 per 
l:cnt ltll·al contcnl. The commcnd:1lile fin;ml·ial sun·css of Pak Su1uki h:1s allr:ll'tcd m:my 
foreign l·ar prtltllllWs lo 1."nlcr inlo join! vcnrurc:s in P:1kist:m. Pl;ms arc under w:1y to prodtll·e 
e.xportahlc 800 cl: anti IOOO l:C Suwki l:ars with financial as~isla'lcc from lhc: World Bank. 
A plan to intrcltluce a new r;mge of MAZDA pid-up:-. and vans is in lhc offing. The Simi 
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Engine.:ring Limik-<l has plans lo sel up new engine assemhly plant:!> for MAZDA engines 
fron. riarh imported in a '-·ompktdy kno..:k'--J down 1CKD1 ..:ondition. 

In '-·onlrasl h• the Se\·enlh Plan strategy of limiting puhli'-· sector in\'\.'sln~nt lo rmxkmi,ation 
and restructuring iniliali\'\.'s. the gtw\.'mment in &plemher I 9M9 announced an amhitious 
multimillion puhlic Sl.'\.'ltlr inwslmenl prngr.m1111e. As many as 16 new puhlic sel.·tor projects 
are lo he eslJhlish'--J and the 11\.'W projl.'Cls are .:xpe..:k-<l lo ht.-..:011~ operational hy the end 
of 1993. Ttk:re are indication." that Pakistan will rdy oca\'ily on external conl.·essional financing 
and technical assistance in order lo strengthen the supportiw rnk of 11i;: puhlic Sl.":tor as \\di 
as lo enhan'-·e the perli.1m1ance of the pri\'ale sector in the new cm ... se of liheralization and 
industrial re\·itali,ation. 

The change of gm·ernmenl lhal ocl."um.-J in August 1990 is unlikdy lo ka<l to a reorientation 
in t.'conomi..: policy. h may h\.' recalk-J that th\.' IMF stahili,alion agreement was negotiall.-<l 
hy lhe parties lhal are presently in power and was merdy ratified hy the People· s Party. 
Th\.' hrna<l ..:ommilmenl lo a liher.ili:t.alion of loc policy regime. en..:our.igen~nl of th\.' domestic 
pri\·ate sector and of foreign inwslmenl. pri\alizalion and <le-regulation are likdy lo persist 
whale\·er the outcome of the declions. presently s..:hedukd for Cktoher 1990. Newrthdess. 
important changes are em·isag'--J in the institutional structure for the formulation and 
impkmenlalion of industrial policy. According lo the present go\'emmenl. during the period 
Decemher I 9MM lo August 1990 th;: adminislraliw system was ddiheratdy rcslru..:lured lo 
concentrate power in the hands of kw. With a \'icw 10 countering this trend the Board of 
ln\'cstmcnl 1BOI). hc:aded hy the Prime Minister. has hecn <lissolwd and 1hc sanctioning 
authority of the lm·cstmenl Promotion Bureau has hecn fully restored. Other administrati\'e 
changes may alst~ he expected in the near future. 

The impad of the Gulf crisis on Pakistan in mid- ll)l)() has hecn sc\·cre. Pakistan imported 
-l5 per ccnl of its crude oil requirements from Kuwait during the I 9MOs. h has not hecn easy 
to find altcmali\'c sources and the escalation of oil prices i;. cxpci:lcd to increase the total 
import hill hy al kasl S60 million during 199()!91. Ahtmt I00.000 Pakistan na1ionals ha\·e 
hecn displaced from Kuwait. Rcmillanccs. which ha\C hecn typically as important as C"\ports 
a-. a source of foreign exchange earning-.. arc thu'.'i likdy to fall significantly. Pakislan ·.,dose 
rdalionship with Saudi Arahia i' likely lo kad to an imprnwmcnt in 1hc 'lituation. hut al 
ka'I during 199()'91 1he country will face a '.'ie\crc deterioration in ii.. halancc-of-paymcm-. 
po'.'iilion. 

l 
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THE ECONOMIC ENVIRONMENT 

A. RECENT ECONOMIC TRENDS 

The economy of Pakistan grew at an annual average rate of around 7 per cent during 
1982/83-1987/88. with excep1ionally high growth rates in the mid-1980s. The year 1988'89 
brought a set-back in overall economic performance a"i the pace of economic expansion faltered 
to 5. I per cent again."it the target of 6. 9 per cent. The growth of real GDP is estimated at 
5.2 per cent for 1989/90 in the wake of the contractionary economic policies induced by 
the International Monetary Fund {IMF) and World Bank. as well as the huge budgetary deficit. 
declining remittances from Pakistanis living abroad and slower growth of expon earnings. 

Agricultural production grew at 6. I per cent in 1988/89 compared with 2. 7 per cent during 
1987188. with panicularly strong growth being recorded in the production of wheat. However. 
a severe shonage of agricultural supplies persists. 

With a real MV A growth rate of ju.~ I per cent in large-scale manufacturing. industrial growth 
ri_'lllained subdued at 3 per cent in 1988/89. While structural defic;encies contribute to indu.o;trial 
stagnation. serious conflict."i between ethnic groups in the province of Sind - the most irnponant 
manufacturing location - are COO"iidcred the immediate rcao;on for sharp set-backs in a number 
of industries. According to preliminary estimates. the manufacturing sector rebounded in 
1989/90 with a 7.9 per cent incrca'iC in MVA. 

A decline in the growth of Pakis1an·s narrow expon ba"ikel coupled wi1h rising impons and 
wor:.cning lerms of 1rade led 10 a widening of 1he lrade defil'ir from $2.6 billion in 1988 
10 S2.9 billion in 1989. represcnring o·. er 6 per cenl of GNP. Dcvalualion of 1he rupee has 
nor proved effecrive enough lo boosl expons. There was also a huge deficil on 1he currem 
accounl (close 10 $2 billion) and on lhe consolida1ed budgels of 1he ceniral and provincial 
adminis1ra1ions in 1989/90. 

The 1989/90 budget - lhe new gowrnmeni's firs1• - represenls policy con1inui1y as 1he 
new governmcnl anempls to build upon and only marginally modify the ccnnomic policy 
approach of ils pre<!ccessor. Modcsl anempls have been made 10 broaden lhc lax base and 
to remove various lax cxcmplions. The budgel docs nor levy any lax on agricullural income 
and like ils predecessors re1ains 1he many credil and inpu1 subsid!es. The addilional lax burden 

• For ;I crua.:;11 lJ'l'f;llYI or 1hc: llJMll lllJ hudj?CI. \CC M. S;11n Ah. "Rudj?O:l;if) \lr;llC'j?) •• {),,,..,, 1K;ira.·h1. June 
1•J111J1. r \ 
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has ix~n n:stri'-·ted to less than I per cent of GNP. and the huJgetary ddicit of around R.., 
W.000 million. representing 8.5 per cent of GDP. will haw to ht: tinan'-·'--d principally hy 
new external and domestic borrowing. 

The share of external rt.-sc.lllr"'l:s in total im-t.-stment financing rose from :?-t per cent in 1987 188 
to :?8 per '-·ent in 1988 · 89 _ By 1988 '89 total outstanding dishurst.-d deht .. rood at S 1-t hi Ilion_ 
The Ctlllntry · s dt.-ht scrvi'-'l: currently absorbs anlllnJ J l per cent of expon earnings. compart.-d 
with 1-t.7 per cent in 1987/88_ The lcwl of fi.lreign exchange reserve .. in milt-1989 was 
t.'qUi\alent to S:?OO million .... uflicicnt for only two to three week.. of im(ll'n rt.'quirements_ 

A fall in international n.-sen ... -s i:-. attrihutt.-d mainly to dt.'Clining workers· remittanct.-s for scwr.il 
conSt.'CUtin~ years.* The n .. 'turn · ' P;.ikistan workers from the '.\fiddle East :iggra\'ates the 
unemployment pmblem . .-\ccordifl~ 10 otlicial cstimatt.-s. around J.5 per cent of the total lahtlllr 
force of 30.87 million~.._, unc:1. lllyt.-d in 1988/89. The new entrant .. and underemployt.-d 
lahtlur force would ea.'ii!y support a gu~'>limate of unutilized lahtlur force at IO per cent. 
The annual entry of around I million nt."' comers to the lahtlllr ptx>I calls for dt.-termined effons 
to generate more emplnyment opportunities. The sluggishness in large-scale manufacturing 
occurs at a time when the go\'ernment faces the challenge of reabsorbing these returnees. 

The year 1988!89 saw an acceleration of inflationary pressun:. ** This wa ... largely due to 
an expansion of credit lt' the public sector and rapid gnm th of imptlrt prices due to the 
accelerated depreciation of the rupee. The new glwemment has ht:en partly sm:ce ... sful in 
moderating inflationary pressure through the pursuit of a conscr\'ati\'e monetary ptllicy. But 
the rate is unlikely to fall significantly from I0.7 per cent to the IMF target of 6 per cent 
in 1989.'90 and 1990/91 unl.:ss due consideration is paid to supply-side factors. cost-push 
inflation through wage hikes in public and pri\·ate sectors. and the role oi import prices in 
exacerbating inflationary pressure.*** 

Both inVt.-stmcnt and sa\'ings rates remain low in Pakistan. Over the years the country·.., capacity 
to finance its im·estment domestically has fallen rapidly. By 1987 the ratio of gross domestic 
sa\'ings to GDP in Pakistan had fallen to 11 per cent from 13 per cent in 1965. A sharp 
fall in the share of gross domestic investment in GDP from :?J.:? per cent in 1965 to 15 per 
cent in 1987 is unlikely to ht: re\'erscd significantly. Total in\'estment grew at only J. l per 
cent in 1988'89. due largdy ro the downward re\'ision of puhlic sector Je\'clopment 
expenditure. 

Terms and conditions for concessional assistance ha\e stiffened considerably in recent years_ 
These represented -to per cent of total government expenditure in 197<J/80 and accounted 
for only ahtmt :?5 per cent in 1986•87. The new government has ht:en under continuous donor 
agency pressure to rt.-Juce the size of the count!) "s Seventh Fi\'e-Year Plan (1988/89-199:? 193). 
The International Monetary Fun<l 1 IMF> has sought a I :?-5 per cent reduction in the publi1: 
... e1:tor de\clopmcnt programme during 1989 - l 991 . 

Despite the essentially ..,hort-1em1 nature of a numht:r of measures. the government"' medium­
tcrm plllicy programme can ht: 'een as an effort towanb economi'-· 'tabilization. Close 
;1dherence to rhe polil·y rnursc 1·hane<l b) the IMF and the World Bank ha .. ensured ... ympathclic 
- indeed preferential - lrealment in 1989/90 hy the ·Aid to !'al..istan· Paris Con,ortium. 
;ind international support for Paki,tan ·.., de\clopment dfort is. therefore. likely to inaea'e. 

• lm•;1r.I r.:111111ann·, ti~ P.1~1,1a111' II\ Ill!! .1hr11;1<I kll lrn111~-~-~N1111lh1in m l'llll'l K7 h• ~~.0711nnlhun111 l'IK7 KK 
;111.I a hinh,·r l.111 111 ~ 1.KKO rm I hon ",,, r.:porl.:.I lt•r I 'JK'I 'Ill 

• • Th,· 111lb111•n ra1,· "a' .:,11111;11,·,1 al 10. 7 p.-r ,-,·111 ,·11rnp.1r.:.I "11h _\ 11 111:r ,·.:nl .111.I fl.fl p..·r ,·,·rn 111 l'IKt• K7 
;111.I l'IK7 KX r.·,p..·,·11\l·I~ Cio\,·rnni.-111 111 1';1~1,1an. l-.10111mJ11 S11nn /IJ.'~X X'J 1hl;un.1h;11I. l'IK•l1 

S.:,· \I. I. I .. 1,~har. lnlla111111 rnu1.kl 1ha1 '"'" t-...·.11 l~.fl· p.1d.1)!•· ·. /'11J../\t1111 1111,/ <i11/l ,__,.,.,,,,,,,,,, f I >..-.-,·11111<.·r 
'I I 'i. l'IK111. 
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MACROECONOMIC TRENDS 
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MACROECONOMIC TRENDS 
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The 1\IF ha!'. conceded to the go\'crnrnen!°!'o rc4uc!'ol to tolerate a higher fiscal ddlcit GDP 
ratio for I 9X9 90 than that stipulak'<l in the pre\ iou!'o gowrnrm:nt -., 198!{ lcner of intent. But 
unk'!'o the crucial structural weaknc!'.Sl.'s rclk1.:1cd in the large Lind growing fi!'ocal and rnrrcnt 
an·ount ddlcits arc scriou!'oly addrC!'.!'.Cd within at mo.~1 the ne\t t\\o fi!'ocal year!'.. international 
con11ni1mcn1 ltl Pakistan·!'. dewlnpment may dc.:1.:imc. 

These weakne!'o!'oC!'o ha\ c dc\'doped owr ti.,ur decade!'. during '' hich Paki:.tan !'.ought lo dew lop 
through con!'o\.·iously increa!'.ing its rdiance on foreign conce!'o!'oional as!'oi!'otancc. While the: rate 
of f~xci!!n a!'osi!'otance dishursement ha!'. incrca!'oed !'oi!!nificantl\ in recent \car!'.. the: nc:w .... .... . . 
gm·cmment cndc:a\'01,;rs 10 enhance Paki!'otan ·!'.capacity for efficient utili.lation of aid rc!'.oun:c!'o 
within a two- to three-year period. Etkctiw and efficient utilization of conce!'o!'oional a!'o!'oi!'otancc 
howe,·cr re4uircs c1nning 10 grip!'. with fundamental weaknC!'.!'.C:!'o \\hich ha\C inhihitcd 
!'.U!'.lainahk economic progre!'os in Pakistan. 

8.KEYISSUES 

nu· IMF nmdirimwliry and srahili:ario11 i111pat1rin'.\ 

Pakistan is in th.: middle of a !'olructural adju!'otmcnt period 11989 - l l)l) l 1 which hc:gan with 
the !'oigning of a three-year stahilization agreement with the IMF.* The priority structural 
rcfomh** arc aimed at: tal hroadcning the tax ha!'oC: lhl impro\'ing the rnrrc:nt account halancc: 
tcl strcngthc:ning the foreign exchange reserws without resorting to commercial hor!'owing: 
f d) lihc:ralizing imports: tel rationalizing inwstmcnt licensing: If) de-regulating prices in the 
agricultural. cnerg~ and transport sectors: and I g I reducing puhlic expenditure and suhs:dics. 

The key is!'.UC is • .:lated to the IMF package-kd slow down in growth during the Sc\'enlh 
Fivc-Y car Plan ( 1988/89- l l)l)::!iYJ ). The gmernmenl aims <II an annual average growth rate 
of 6 per cent compared with 6.5 per cent as 1·m·i!'oaged in the Plan documenl and around 
5.0 per cent proposed hy the IMF. The prescriptions of 1he IMF recipe for economic 
stahilizalion do not seem to he: compalihk wilh ihc pos1ula1es of a higher growth rate which 
1hc gm.:rnmcnt is trying to achieve. Under the intluence of stahilizati1m imperatives a 5.::! 
per cent growth rate is e!'otimated for 1989'90. and the pace of economic expansion is unlikdy 
to accelerate in the next two years. A national consensus is said lo exist against this and !'.Omc 
imperatives of the stahilization pror.ramme have hc:en the suhjcct of intense polilical 
controversy. 

The gowrnmenl is commined 10 reducing the site of 1he fiscal deficit 'GDP ratio to 4.8 per 
cenl hy 1990/91 and lo restricting gmernmenl devdopment e\penditure IO ahoul 7 f ;~cent 
of GDP. The IMF stipulates that a rise in the interest rate on gmwnment dome!'.tic horrowings 
from hanks would discourage the government from horrowing ;md therehy partly reduce the 
hudgetary ddicit. The governmenl intends to reduce the hudgetary deficit to 5 .-' per cent 
of GDP in 1990191. and the rnrrent account deficit to ::!.Y per cenl in 199119::! against ::!.6 

per cent envisaged hy the IMF. The main clement within the revenue enhancement programme 
is the introduction of a hroad-hased general sales tax hj July l l.N<l. Sales tax 1:xemp1ions 
<ire hc:ing reduced. Total expenditure is to he: reduced. mairily through a reduction in government 
suhsidie-.. federal a-.sislance to provincial administrations and a tightening of the expenditure 
control sy-.tem. 

• A 1hrn· ~l·;ir ;1)!rl·,·111,·n1 ""h ch.: l\ff ""' ''J!n•·•I ti~ 1h,· prn1n11' )!"h'rrtllll'OC m :\oh·mti..·r l'IXX Thl· f',·••rl•"' 
l';in~ Ci1•\l'rn1111·nc "l11d1 .:am.: Co J1""..-r ;1 fonmj!hC l.1c,·r form.111~ ,·ndor,,·d 1h1' .1j!r,·,·111l·nc ;md '" 111an1ll'.:11no111i.: 
'cr.1C•')!~ '' tiro;11ll~ m lml' "nh thl· p.:r,p.:.:llh'' of ch,· l\ff .11111 ch,· World B.1nk 

• • Ch;opC.-r IV 111,,·11'"'' m 1kt;11l ch.: ,fmdural .1d111,c111,·nc proj!r.111m1''' r,·,0111111,·nikd ti~ th,· 1\11· ;11111 Clll' World 
H.mk. 
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The main mcJiurn-:crm ohjcclih·., pertaining Ill monclary poli1.:) ;:im at 1..·11n1aining rhc ~r11wth 
of Jomc .. 1i1..· acJir anJ mon1..') suppl) in line \\ ilh lhc gnm lh of nominal GDP al rhc t;irgct 
rare of inflation. anJ inacasing gro .. ., offi1..·ial foreign C'\changc rc .. cnc .. 10 the 1..·4ui\aknt 
of ahoul "'-'\Cn weeks of import., hy 1991. 1..·omparcJ with two to three \\Cd ... of merch;mJisc 
imports in miJ-1989. Whik ath:mpting hl ncatc a healthier munctar~ cm ironmcnt. and 
rcdu1..·ing ib °'' n demands on lhc internal 1..·apilal marker lhrough s1rcng1h1..·ning lhc la'\ ha .. c 
and npendi1urc mis. lhc gowrnmcnt is 1..·ommincd 10 a furthc•r liherali1a1ion of rhc acJi1 
alhx-ariun .. ysrcm and to channd crcJir to prioriry .. cclors. The go\crnmcnr would prefer 
lo pursue a more sdccli\·c approach in 1..·hanndling rc .. oun.:cs to prioriry scclors and projc1..·ts. 
particularly in ch.: inrcrcsts of the undcrpri\ikgcd .. cgmcnr .. of lhc s1ll..·icl). 

In spire of lhc worsening halancc-of-paymcnts siluarion. rhc new lraJc poli1..·y for 1989 90 
endorses rhc principk of import liheralizalion. The so-called ·ncgaliw · lisr of non-importahk 
ircms ha." heen halwd and lhc rariff structure is 10 he rarionalizcd. As part of chis ra1ionaliza1ion 
exercise. many exemptions currcnrly availahk arc lo he phased our hy 1991 . Howc\·cr. duty 
Jrawha1..·k arrangcmcms for cxptlrtcrs and cxcmprions for imp..mers of capical c4uipmcn1 in 
key inJusrrics and indusrrics l1x-alcd in hackward areas arc lo he mainraincd. 

Pnx-ccding further with import lihcralizalion measures hernmcs inacasingly Jiflicult as rhc 
halancc-of-paymcnts si1ua1ion Jcrcrioralcs. Significanl pressure cxisls within rhc counlry to 
restrict imports of eJihk llil. fertilizers and certain calcgorics of engineering prod!•._.ts. 
Pakisran·s chronic lradc imhalancc 1.:an he rnrrccrcd only when Jue auenrion i., paid 111 the 
reduction in rhc imptm imensity of the rnunll) .. s manufacruring activi:ics. 

The go\crnmcnt is required to initiate an increase in rhc kwl of indirccl ta'\cs as well a .. 
the range of commodities suhj1xl 10 indirect ~axes. The g1wcmmcm is also commined 10 increase 
user charges on urilities such as rdcphonc. tdegraph. dcclricity and gas. The l:\1F has proposed 
1hc wirhdrawal of suhsidy on potash fertilizers and a rise in 1he prornrcmcm price .. of muon. 
sugar cane and oil-seeds. 

Although the manufacturing sccror rchounded in 1989·90. a sustained pace of indm1rial 
expansion is likely to he affected hy holh a rise in rnsls of raw materials and a slackening 
of demand Jue 10 higher indirect la'\alion. The prohkm is further e'\acerhated hy the s4ue1..·1e 
on puhlic de\elopmcnt expenditure. The IMF policy of \\ilhdrawing suh .. idi1ed ncdi1 10 
sdeclcd indus1rics may wdl result in a slowing down of C'\pnrt ... The a\ailahilil) of cheap 
credil to export induslrics wa:-. hdiewd to he one of the reasons for a l.J per 1..·cm annual 
a\cragc growth of C'\ports during 19X.J-19XX. 

The prohkms rdatc:d lo the practical implementation of 1he slahili1;11ion progr;unme \\ill need 
10 he addressed in order lo sus1ain a healthy pace of cwnomic c:xp;m,ion. Culling dl'liciis 
alone will not enhance the wuntry ·s dehl sc:r\icing 1..·apahili1y. An alternati\e pt ii icy p;11.:kage 
lo ;11.-hie\e the h1udahk ohjectives of reducing hudgetary ;md h;1lam:e-of-paymcnts ddi1.. ih 
will need 10 fon1s on concerted efforts 10 strcn!:!lhen P;1ki .. 1an·, natural and human re .. oun:.: 
ha .. .: for e1..·ono:11ic di\er .. ifo:ation. What Paki .. t;an needs is a temporary moratorium on Jehl 
ser\icing. whil'h rnn .. 1i1u1es a major item in rmhlil' expenditure. The money ther•:h) 'aved 
tar.,und SI .5 hillion per annum) 1.·ould he uti!i;.:J 1t1 arrest the de1c:riora1ion in infraslnKlural 
fal'ilities anJ the 1.kpktion of nalural re .. oun:es and hum;m skill ... This would 1..·o: ,ida;1hly 
slrcnglhen 1he e1.:onomil' ha..c and 1he l'Ollnll) ·s dehl sen i1.·ing G1p;Kily in lhe for1.·,c.:ahlc fu1ur~. 

Paki .. 1an is likdy 10 follow 1he mal'rocrnnomi1.· rnursl' l·har1ed hy 1hc l~ff ad lhe World 
Bank .. in1..·e lhe major 1..·oncern of 1he prc ... enl gml'rnlllent i' 10 inl'rease lhe 1.·om.•111ml'nl of 
lhe donor a!!Clll'ie' in 1hc 1990s. Whik lhe donor a~en•:ies prm ide l'llll\ in1.·ing e\p:an;111ons 
for lheir pre .... ur1.· for fis1.·al and monelary dis1.·ipline. ma1.·roeu111omi1..· poli1..·y-mal..crs f;Ke 
difficult 1..·hoi1..·1..•., in lhl'ir allempl lo deal wi1h inlnnal and n1ernal r1..·so11r1..·e 1111halan1..·1..·., and 
10 pur Paki,lan on a firm palh of ,11,1;11nahk e1..·ono111i1..· ~rowlh. 
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S/011· pan· 1f prinui::arion 

Th.: gn\\.·mnh:lll ha .. laun1.:h\.·J ;1 pri\ ati.1;1ti1111 pr. •gr;unnl\.· m 111;111uf;1during. '' h1d1 1, h1 ,.,,, \.·\l·r 
~.:I 111 g.:1,1ffth.: gwunJ. Whik put>li\.· im.: ... 1111.:nt 1-.. h• ~· \.·1•1K\.·ntr.11\.·J 111 p1•\\1..·r. 1rnga11t1n. 
tran-..p.1rt;t1 j, lll. h.:ahh ;111J .:JlKal j, •n. prl\ al.: !rl\ .: ... tmr.:nt 1, l.'\(l<.'...-t.:J 111 ul...: th.: k;1..I r1 •I.: Ill 

inJu ... 1r~ and ag rinihur.:. Pri\ at.: im .:-..tm.:nt i' ;1l"1 1..'IK• 1ur;1g1..·J '' ithin th1..· ..-11.:rg~ , ... ·...-i, •r. .·\ 
li\.:-y .:ar national .:n.:rgy J.:\\.·h 1pnl\.'nl plan 11u1lming th.: frarn.:\\ t1rl.. lnr pn' ;11.: , ... ·..-inr 
pani\.·ipali1in in p.mcr g.:n.:ration ;mJ -..;11.:-.. ha' 0..-.:n l11rmul;11.:J. S~·~·1al ... dK·m.:' ar.: h.:111g 
aJopt.:J 111 aura\.'! for.:ign pri\al.: im\.·,1111.:nt h• th.: \.'nag~ ... ..-.. :111r. In bundung a majnr 
pri\alitation initiati\I.' th.: gm.:mm..-nt au.:mph (11 mohili.1.: ;m•und R ... 2 hill ion Juring 19X'l 90 
1hr11ugh th.: ... ak of puhli..: .:nt.:rprj,._.,- ... h;1r.:' to th\.· pri-.;1l\.· ,\.·1..·tllr. Hut th1..· r.:,p.m ... .: fr11m 
1h.: im.: ... ting puhli\.· ... .:.:11i... to 0.: ... h11rt 11f .:\p.:...-tatinn'. 

Th.: gm .:mm.:nt i ... hard pla.:..-d h 1 ..:omhin.: ;1 'ignrnu' pri\ ;11i1:1ti1111 p; iii.:~ "ith :1 111 •1i1..·: "h11.:h 
aim ... at ... uh ... tantially augm.:nting la\ r.:\.:m11.:. t:\t.:n ... ion 11f th.: 1.:11\1..'r:1gc 11f 1..·11rp.1r.1t•: :m..I 
... ak ... la\ thoth o~· \\hi1..·h low.:r pri11itahili1~ :mJ h.:111..·.: 'h•tr.: pri~·.: ... 1 11..·n..i ... Ill Ji, ... ·.,u1;1_::1.: 
inw ... 1111.:m in ... har.: .... :\ long-term pri' at.: im ._.,lllK'nl p.:r,rx·...-ii'.: 111..·.:J, h 1 h.: J\.'\ dn~·..I in 
\ii.'\\ of a r.:aJ~ li ... 1 of pur.li\.· firm ... iJ.:mili.:J fnr r•1nial and lnta; JI\ ..... cur.: 

Pri\ ati.1ation j.., 0..-ing und.:nal..t:n part I~ to olh.:t J.:dining hudg.:tary r.:\ .:nu.: :m..1 p:1rtl~ h 1 
.:omp.:n ... at.: for go\.:mm.:nt im .: ... 1111.:m ... hortfalt... It j.., hop.:J that lih.:raliting the .:n1n .. my 
anJ op.:ning it up to ..:omp.:tili\e pr1..·..,,ur.:' "111 en\.·ourag..: prl\ at..: in,..: ... 1111en1. .·\n option op.:n 
to th.: g11\.:m111em i ... to u1mm.:ri.:iali1.: puhli..: .:ntcrpriv.:'. Th..: 1..·nmmer...-iali.1atinn 11f '"me 
of th.: puhli..: .:ntcrpri".:" ha ... .:nhan1..·.:J th.:ir lin:m..:i;.:I p.:rform:m..:e ... 111\.·e 198.~. Wh1k an 
imprm .:m.:nt in th.: p.:rforman..:.: of puhli1.: .:merpri ... .: ... ma~ 0.: a c1tal~ "' for furth.:r inJu ... trial 
progr.: ... s. progre ...... i\.: .:xpan ... ion of the pri' at..: '.:..:t11r ''ill J..:p.:nJ on a numh.:r nf far-r.:a..:hing 
.:hang.: ... in th..: indu ... trial im c: ... 1111..:nt .:n' ironm..:nt. induJing an impri I\ ..:m.:nt in th..: l;1\\ anJ 
orJc:r ... ituation whi..:h ha ... aJ\.:r ... dy afk..:h:J inJw.tnal Ji:, dopment in r.:1..·c:nt y.:ar .... 

In ..:nn!ra ... t to th..: Sc:\c:nth Plan ... 1rat.:gy of ~.tri..:tly limitiilg puhli\.· ... .:...-tor im ...- ... 1m.:ni... m;1inly 
to ·moJ..:mizatinn. halam:ing anJ rc: ... tru..:turing· prnj..:l."h. an amhitiou ... multi-hillion-J11llar 
puhlil" ... ..:l"tor inn:stmc:nt programme: ''a' announ1.:c:d hy th..: goh-rnmc:nt in S\.·pt.:mhcr 11.JXl). 
:\s m;my a ... I fl new p11hlil" ... e..:tor proi\.'l"h ar..: to 0.: ...- ... tahli·,h..:d. The:,...- pr• ·ct-. in ... ·lmk 1..·..:111..:nt 
plant--. f.:nili.1..:r umi.... mini- ... t1..·cl plam .... a rc:lin.:ry. int..:grateJ t..:xtik rnilb. :1 ri\."..: mill. and 
a fruit prol"..: ...... ing unit. Thi: for.:ign ..:xl"hang.: 1..·0,1 i" ...- ... tim;11ed h..:t\\ ..:..:n hO IP 70 p..:r 1..·.:111 
of th..: total im..: ... tm..:nt. Thi ... irnpli..: ... that Paki ... tan ''ill rl·ly hl·a\ ily on 1..'\lcrnal fin;11l\.·ing 
for the impkm.:ntation of the: ... ...- projel·t.... Sorn..: hilater:il fund' ha\e h..:..:n l"llllllnit11..·d. In th..: 
ah ... c:nl·..: of -.uhstantial multilat..:ral l"lllll"l.'"'ional fin;11K·ing. th..: go\ l."rnm..:nt ''ill ha\\.' to bund1 
a 111;1_jor r..: ... ourl"..: mohili1;1tion dri\..:. Thi: r..:" 1ur\.·..: r..:4uir..:m..:nh 11f thl" rl\.'\\ pr111..:...-i ... ha\..: 
not h..:en hudgc:t..:J in th1.· curr..:nt annual di:\ d· 1pm..:lll Plan and th..: go\ anm..:nt i" \."0111111i111..·d 
to th..: l'.\1F 1:1 -.ignitic1ntly r.:dul."e th..: hudg..:tary ddi1..·i1. Thi-. i"lll' j, ...-r..:atinµ a dik·rnrn;1 
for th..: gm..:rnm..:nt ''hil"h i' ..:mka\ouri11g to ma".: th..:,...- n..:w pnij..:l·h 0P'-·rat11111al hy ..:ml-199J. 

Although then..:\\ ;1111hitiou' puhlil" ... ..:l"tor programm..: ''a' panly Ju..- to th..: bl·!.. ol l."nthu,1a ... rn 
on th..: part of th..: pri,atc: inve ... tors f11r dive-.turc: ,l.hl"m..:-. ol thl" puhli1..· "l°l·t11r. it t..:nd' to 
... ...-nd rnnllil"ting ... ignab to the: private ~..:dor ahout th..: m.:rall thru,t of th..: ll\.'\\ indu"1riali1a1111n 
'tratc:gy. Conl."c:plual amhiguiti...- ... of th..: Ill.'\\ indu ... trial 'trat..:gy will 111..·ed to he: d.:ar..:d and 
the: rok of the puhlil" and privat..: -...:\.·tor d..:arly dc:lin..:d in orlkr that th..: p;1l·..: of pri\ atitation 
m;1y ·•rl·.:krat..:. 



STRUCTURE AND PERFORMANCE OF 
THE MANUFACTURING SECTOR 

A. THE ROLE OF MANUFACTURING 

The manufacturing sector in Pakistan is the ~cond largest commodity-producing sector after 
agriculture. Although the share of agriculture in GDP declined over the years. it continues 
to be the mainstay of the economy. Rapid economic growth for well over two decades has 
been accompanied by considerable structural change within the Pakistan economy. with the 
largest incrca:.e in the share of GDP being recorded by the service sector whi:h currently 
accounts for one-half of GDP. 

The share of manufacturing in GDP has risen modestly from 14 per cent in 1965/f,6 to 17 .6 
per cent in 1983184. a figure that has not changed much since then. The country's Seventh 
Plan envisages an increase in the share of manufacturing in GDP to 20.5 per cent by 1992/93. 
In the wake of recent industrial stagnation in 1988/89. the manufacturing share of GDP may 
even have fallen recently (in contra-.t to the marginal increa-.e reported in Table II. I). Prospects 
for significant acceleration of growth in manufacturing depend upon revitalization of industrial 
production and investment. 

The contribution of manufacturing to employment fell from 14.2 per cent in 1986/87 to 12.8 
per cent in 1987 /88. implying an absolute fall in manufacturing employment from 4.1 million 
to 3.8 million during the same period. The agricultural sector employs over SI per ecol of 
the labour force. while the service sector accounts for about 31 per cent of the employed 
hbour force in the country. The 11romotion of labour-intensive small-scale industries and 
the provision of institutional credit to projects with high employment potentials arc expected 
10 set the priority basis for employment creation in manufac1uring. 

The share of manufacturing in gross fixed capi1al forma1ion slood al 17.S per cenl in 1987/88. 
which rcprcscn1ed a decline af1er signifr:ant gains in 1983/84 and 1985/86 (sec Annex Table 
A- I). There has been a major s1ruc1ura: shifl in manufacturing investment in the I 98l>s. The 
.;hare of public sec1or in capi1al fo~m~1tion in the manufacturing sei;tor fell from 4~. 7 per 
cent 1982/83 10 17 .3 per cent in 1987/88. while that of the private sector rose si•·;i1licantly. 
By 1987/88 the private sector accounted for almost 83 per ~,·!1f nf , . .,:-';, . lormation in 
manufacturing. Public sector investment has remainc<l concentrated in a rcla1ivcly small numhcr 
of key industries in steel. fertilizer and cement production. Fixed capital formation in private 
sector largl·-scale manufacturing grew at an annual average of 15 per cent during 
1982/83 -1987/88, compared with 11 11.J per cent increase in aggregate manufacturing 

9 
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Table II.I. Distribution of GDP 1,y sector of origin, 1976177-1988/89, selected years 
<Percentage at current factor cost) 

Sector 1976177 1979/90 1980.'81 1982/83 1983/84 1984/85 1985/86 1986/87 1987 /88 1988/89" 

Agriculture 32.3 30.4 29.0 27.7 24.5 25.0 24.6 23.5 23.3 23.2 

Mining and quarrying 0.9 0.8 1.3 1.3 1.4 1.6 2.3 2.2 2.4 2.4 

Manufacturing 14.'J 15.4 16.4 16.6 17.6 17.0 16.7 17.2 17.5 17.7 

Construction 5.5 5.4 4.6 4.4 5.1 6.0 6.0 6.3 6.4 6.4 

Other 46.4 48.0 48.7 50.0 51.4 50.4 50.4 50.8 50.4 50.3 
--- -
So11rc1•: Government of Pakistan. f'lanning and Development Division. 
al Estimate. 
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invesum:nt. However. these growth rates measured in rnrrent pri1.·es were not signifo:antly 
in exl·ess of the whoksale price index during the ~me period. Thus the real value of 
manufacturing investment increased slowly in the 1980s. 

The economy of Pakistan remains largely orienk'li towards domestic demand. The share of 
external trade (exports and imports) in GNP awragt.-d about 28 per cent during 1985-1988. 
with exports accounting for only 12 per cent. Of the countr) .. s total expc.ms manufactured 
expc.ms account for over 65 pr ·cent. However. Pakistan· s manufactur1.-d expc.lrt profile remains 
narrow and highly concentrnted on a frw products. The overwhelming impc.lrt substitution 
hias of most manufacturing branches has not changl'li. and thc growth of domestic demand 
and import substitution accounts for .lwr 80 per cent of output growth for a \·ast maj,lrity 
of manufacturing hrnnches. * 

B. GROWTH AND STRUCTURAL CHANGE 

The manufacturing sector grew at an annual average rate ,lf 5. 7 per c1~nt during I 965 - 1980. 
The growth of manufacturing output accelerated significantly to avuage almost 9 per cent 
per annum during 1980-1987 concomitant with the rapid growth of GDP. According to 
UNIDO estimates of inter-branch variations in MV A growth rntes. food products. beverages. 
iron and steel. paper and printing. chemicals and some scgmenrs of the engineering industries 
emerged as growth leaders. hut output expansion started from a very low hase for se,·eral 
products. Indices of physical production ( 1977178 = l 00) as illustrated in this Chapter show 
that vegetable processing. hl:verages. sugar. paper. paper hoard and paper chips. urea. paints 
and varnishes. cement. mild steel. electric motors and the a.'iscmhly of light commercial vehicles 
regisrered relatively high rates of growth during most of the 1980s. According 10 UNIDO 
estimates. the growth of MV A remained subduc.:d in petroleum products. non-ferrous mc:tals. 
non-electrical machinery and professional equipment. Production was virtually stag.1ant in 
metal furniture. pottery. glass products. fabricatc.:d metal products and ruhhcr. while the.: textile 
sector experienced a marked decline. 

Tahle 11.2. Production of major manufactures, 1986/87-1992/93 

Su!!ar l(NM) tonn.:'t 
V.:!!.:tahk !!ht:.: 1000 tonn.:'J 
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Cotton doth 1111ill11in '4uarc mc1r,.,, 
Cotton )arn 111111lion kilo!!r;unmc'I 
1';1p.:r and hoard llMKI tonn.-, I 
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.:!.X:'i7.6 
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' 1\ '<'rl•'' 11f ,111,11.-, durin)! th,· llJfl(), and llJ7o, ,ho"''" 1h,· 11H'r"h,·l111111)! i111por1.,11h,t1w1ion h1;1, 11f 1111"1 
manufol'lllrlll)! hra•l•'h'·'· 1'11r a 'ummar) of tlw ,111di.:' 11111krtak,·n. ''"'' S. R. ( ,,." ''· Tr11d1· 011,/ /11,/111tnt1fr11tio11 
111 l't1ki111111. f(hford 1:111\l'r'll) Pr''"· 1.ondon. l4)X01. 
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FIGURES II. A-L: ISDICES OF ISDUSTRIAL PRODUCTIO~. 1977178-1986187 
(1977n8::::; 100) 
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The physical production of Pakistan·s major manuf:l\.1un.'\I pmducrs in n.'\.~nt y·cars anJ 
\."ll\L'i:lg ... >J targ ... 'l."' for 1992193 are pn.-senr...'ll in Table IL!.• Healthy gm~1h has bt.'Cn n.-conk.'\I 
in the: pmdUl1itln of sugar. wg ... 'tah!e ghee. cement. mild slt.'Cl. billcts. couon yam anJ ~r 
anJ pap:r board in 1987/88. n>mparc:J with the: mlumc: of t>Utput in 1986187. Alier r ... -...-urding 
a signilkant inaea.\C in output until 1986/87. fertilizer pmdUl'1ion kll in 1987.188. A\.""Conling 
to rt.'\.'l.."111 ... "Slimato. the sluggish growth rate of an>UnJ 1.0 J>t.""r \.'\."Ill in largc:-Sl-ale manulik.'1Uring 
in 1988 189 wa."i d:ie largdy to sharp d..."Clin...-s in the pmdul'1ion of \·egetabk gt'k.-c. cigan.'tk's. 
chipboard. bilkts anJ '-"Olton doth.** 

The: J...-cli~ of the: texti~e St.'\.1or r ... -pr...'!.c:nk'll the central feature of stru ... 1ural dunge that ha." 
taken pla,·e in Pakistan manufacturing (St.'C Tabk IL\). This Wt>Uld imply that the: growth 
kaJers in internk.'lliate anJ capital goods ~gments are y ... 't ''' create a significant shift in the: 
stflk.1urc: of manuf:l\.1uring pn>llu...1ion. The: share: of textik-s in MV A fdl f"llf SC:\·er.i.l l'"l.>11.."i\.'\.-Uti\·e 
years. anJ by 1985 it acct>Untc:J for only 17.-t per c.:nt of MVA. compar ... >J with 3!A per 
cent in 1977 when it wa." the le:tding subs..."Ctor of manufa ... 1uring. The: J ... -clining share of 
textiks in MV A is largdy Jue to the: fr.igmc:ntation of large couon doth units into small 
units. With almosl 30 per l""l."llt of MVA in 1985. food pn>liu...1." t.•mergc:J a.\ the leading su~-...1or 
of manufik.1uring in Paki.\lan. Ch...-mi ... -al~ anJ eh1ri...-al mad1in...·t} brandk.-s gailll..'ll their relati\"e 
imptlflan\.~ in MVA in the 1980s. l'"l.>mpan.'ll wiih their resp...'\.1i\·e \.'"l.>ntribution in the late 1970s. 

The limir...>J structural chan;e that ha." taken place in Pakistan manufal1uring is re\·eak'\I by 
!he low share of capital goods in MVA. In 1985 capi:al goods accounted for 12 per cent 
of MVA. reprt.-sc:nting a marginal increa.\C from 11 per cent in 1977. The manufa ... 1uring 
s...-ctor in Pakistan continues to rdy hea\"ily on imports of interm ... >Jiate anJ capital got>lls. 
The high import intensity of manufacturing acti\·itics aggra\·atcs the: country·s balance-of­
payments crisis. 

1-1~. 11.\1. Composition or manufacturin~ 'al.x added C'.\l\"A). 1977 and 1985 IPercmtage) 
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Thc:rc: arc: dc:ar indicalions 1ha1 1hc: fu1urc: 1hrus1 of induslrial grow1h will he: focusc:d on agro­
hasc:d induslric:s. slc:d and c:nginc:c:ring induslric:s. Ovc:r JO Jownslrc:am projc:cls anachc:d to 
1hc: Sm ic:I aid'-->J giant Pakistan Stc:d ~fll arc: C:\;Jc:clc:d to crc:atc: significant structural change: 
in manufacturing oulput. In lhc: face: of a spurt in slc:d proJuclion in lhc: I <JCX)s. ;:nginc:c:ring 
induslric:s may c:\panJ rapidly. Thc:sc: induslric:s arc:. howc:wr. likdy 10 rc:main proJucc:rs 
of consumc:r durJhks. air~onJi1ionc:rs. rc:frigc:rJtors and wa.-.hing ma.:hinc:s a.' wdl a.' a.'sc:mhly 
of cars. Thus rhc:rc: is some: c:\·idc:ncc: 10 suggc:st thal lhc: panc:rn of induslrial pr11Juction may 
1c:nJ to dc:\·dop in favour of consumc:r goods. The: dc:sirc:d pattc:rn of structural .:hangc: in 
manufacturing in tc:rms of a significant in.:rc:asc: in the: share: of capilal and intc:rmc:diah: goods 
in ~1V..\ is a mattc:r ol coocc:m to poliq-makc:rs who arc: fal·c:d with the chalknge of enhancing 
sc:li-rdiant industrial performance: in Pakistan. 

C. MANUFACTURING EMPLOYMENT 

:\n underlying kature of industriali1ation in Paki,tan is the deterior;1ting perform;snl·e of the 
manufacturing se.:tor in gener;1ting ne\\ empl11y ment opportunities. Ahhough the de.:;1de ol 
1he I lJXOs has heen a period of rd;,t i\ dy high gnm th in ~I\':\. the gn m th ol mar.ufal·1uring 
emph1y ment has remained insignificanl. Thi' p;1rtly represenh more ;,n inae;1,e in l·;1pi1;1I 
intensu~ than lahour ahsorption during the period ol ;Kl·ekraled npan,ion. :\ l·1inllul·nl·e 
ol 11thc:r f;•·~iors abo nplains the l;mly ).!rn.=.:~ :~f m;anufac1uring ernploymenl in P;1ki,1an. 
The lo" r;1r·· of holh puhhc and pri\";sle im e'tmenl h;is bl to a foll in the dem;md lor h.:dm1l·al 
rx·r"innd. k;1ding 111 ;1 l;srgc nurntx·r of edm:;1h:d per,on' hc:ing unemployed. In l1JXX XIJ. 
11.-l per l·ent ol the total nurnhc:r ol cnginel·r, \\;1' 'aid 111 h1.: undl·rcmployl·d. 

Whik emigration l·onlrihuted '1gnilil·;antly to";mh 1:a,ing lhe pre"urc 11n l"lllployml·nt 11. 

the P"''- thl· fl·turn of l"llli).!ranh (ll"l"' ;1 Ill'\\ l·halkn)!t: 111 thl" ).!11\l"rnnll'nl. On thl· olhl·r h;ind. 
a l"l'rt;1in propc1rtion 1•l 1:du1."<1ted and trainl·d nunpc1v.l·r l·ontlllul· to k;nc lor l"lllployml·nr 
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ahnw. anJ ... u...-h a Jrainag.: a.:at.: ... Jiffi..:ultii: ... for th.: ~ll\1."rnm.:m anJ iml." ... tor .... Whik ha"i"· 
\\orlman~hip ... kill ... arl." in fair ... uppl~. th.: "·hanging panan of pn'lllu..:tion fr,1111 traJiti1inal 
opi:rJti1in ... to 1111..J.:rn t..:"·hni4ui::- ti:nJ ... hl a.:at.: an ina.:a ... ing Jl."manJ for "fll."'-·ialih-J ... kill-... 
In man~ indu-..trial hran..:h.: ... in Paki:-tan th.:r.: ar.: :o-1."\t:rl." -..h1magi: ... of pi:r ... 1innd imhu.:d \\ ith 
mana!_!.:rial l."apahilitic:; anJ ... pt.'\:ili..: k'\:hni"·al trJining. lbi:r.: i:- al"'l an ~·ut.: :o.hllnag.: 1lf middk· 

k\d t.:"·hni~ian .... 

Th.: growth and ... tru..:turi: 11f manufa,:turing .:mpl1•~ m.:nt a:- pr.:xnti:d in Tahk llA ... h,1\\ !hat 
.:mploym.:nt gnlwth in imponam lrJditional lahour-int.:n-..i\·.: hran.:h.::- tdl during 1975 - 19Xfl: 
it tdl h~ 1.o5 pi:r "·.:m in t.:\tik:-. 2.0 11\:r "·.:m in ti"1t\\.:ar. 1."Kl."pt ruhhl."r 11r pta ... tic and 
5.5 pi:r ..:i:nt in n.in-t~rn•u ... mi:tal prodm:h. Sin'-·-: th.: tl."'\lik ... anJ \\l."aring appard hr;m'-·hi::­
.:mploy around ~2 pi:r ..:.:m ,1f thl." manufa..:turing w11rk-for..:'-'- th.:x n.:gati\I." gro\\th f;!tl.":­
of.:mploym.:nt ha\I." a ... trong ad\l."r ... :: impa.:1 on m.:rail manufa.:turing .:mpl1•ym.:n1. Bran.:hi: ... 
\\hi"·h ri:gi:-h:ri:d :-ignifi"·am in.:ri:a ... i: ... in .:mplnyr.1.:nt Juring 1975- 19Xo indud.: \\1."aring 
appard 11."'.\.:l."pl fool\\l."arl. pl;isti.: pn'lllu..:i.... iron anJ :-t.:d. wot'lll pn..Jul."t... 11."\1."l."pl furnituri:I. 
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these hraru.:hcs an·ountc..-J for only arounJ Ill per cent of manufacturing employment in 1986. 

A significant rise in the contrihution of iron anJ stc..-cl 10 manufac1uring employment from 
..J. I per cent in 1976 to 7.5 per l·ent in 1986 was partly due to the cstahlishmcnt of a giant 
stc..-cl mill at KarJchi anJ ils related downstream acti,·i1ics. 

The twin pmhkm of a surplus lahour li.lrcc anJ the shortage of a skilk-J work-force with 
spt.'Cializc..-J trJining ha:, not ~-en tadk-J despite a long-stanJing commilmcnl to cmploymcnl 
gcncrJtion a.-. a key national ohjc..'Clivc. The quc..'Slion is whc..'lhcr inc.lu:o.1rial gmwlh in the 1990s 
will again create disappointing results on the joh front. The appma1:h lo manufacturing 
employment has hitherto ~-en protc..'Ction of johs in spt.'Cific inJustrics anJ firms as opposed 
to the gcncrJlion of adJi1ional cmploynlCnt opportunities in lhose inJustrial units. Accordingly 
new iniliativcs arc nc..'c..-dc..-J to generate more employment opportunities in existing firms. The 
rcquirc..-J strategics. ins1rumcnb and inslitutions cannot occur inslanlant.'l.lUsly in the ahsencc 
of a wcll-tldinc..-d policy dircc1ion for joh creation. The Nalional Manpower Commission wa..-; 
set up in Oc1oher 1987 wilh a view lo dcwloping a comprehensive long-lcrm stralegy to 
counter lhc gmwing unemployment pmhlcm in Pakislan. The advaoct.-d drali of the 
Commission·s Report wa..-; suhmim .. -d to the government in 1989. The Commission has made 
a numher of concrete rt.'Comn-.cnJalions in the area of crcaling rural employment .. comha1ing 
unemployment among the c..-Jucalcd. organizing lahour market inslitulions. and streamlining 
the machinery for manpower plannir1g in Pakistan. The agenda for policy action is heing 
prepared hy the government. 

The currenl outlook is such that even if lhc employment targets in the Sc\·cnth Plan arc met. 
unemployment may cxcct.-<l IO per cent in 1hc urban sector hy 1993. A ten point employment 
creation programme aims al rnrhing lhc high populalion growlh. iniliating policies and 
programmes in lhosc sectors 1hat have dcmonslratcd employment polcntial. responding 
posilivcly to changes emana1i11g from the return of Pakistanis from abroad. and undertaking 
skill development programme~. to meet emerging demands. Ahovc all. what is re4uircd is 
an cnvironmc11t where residents with professional skills and entrepreneurial potentials. and 
returning Pakistanis with newly acquired skills and entrepreneurial ahilitics .. can he induced 
to participalc at.1ivcly in the counlry·s industrial restructuring process. This calls for institulional 
support for cnlcrprise start-ups. free entry into production. dismantling prevailing distortions 
in the cconomil· system. stahility of government policies. and progressive human icsourcc 
dc,·clopment . 

Pakist;m industry needs improved and expanded facilities for product development and design. 
!raining of industrial designers. quality control and lahora1or-y lechnicians. machine opera1ors. 
and engineers skilled in ins1alling. mainraining and repairing machincf) and cquipmcnl lmill­
wrighls). facili1ics for consulling services. fcasihilily sludics. marker informal ion and other 
induslrial services arc also insufficicnl and would need 10 he expanded to remove a serious 
ohstadc to further expansion of manufacturing in Pakistan. Existing 1r;1ining institutions would 
need to upgrade and modcrnill' !heir course contenls and !raining melhotfologies lo sernre 
induslry"s demand for prokssion;1l managers and technologisls. 

The present c;1pa'-·ity of 1he P;1kis1an training and educalion machinery is su'-·h 1ha1. during 
lhe period 19XX to 199:\. lhe ;mnual supply of semi-skilled workers is estunated al .19.000 

persons. The numhcr of skilled workers undergoing training under lhe auspices of gmernrnenl 
in,1i1u1i1ms. apprenriccship schemes ;md speci;11i1ed training progr;1mmcs cnmhKted hy major 
puhlic sector estahlishments is expected to incre;1se hy ahout .:!5.IK>O per year hy the year 
19'>.'. Certain large manufac1uring lirrns conduct their own. two- lo lhree-year long 
apprenti'-·eship programmes to salisfy lheir own dern;mds. Throul.!h informal training system,. 
some -'O.IKK> skilled and unskilled workers per ;mnurn ;ire cxpct:lcd to he li1rth..:ornir1l.! during 
lhl' next four or live year ... However. the question remains a' to the ei:onomy · s l'apahili1y 
10 ahsorh 1his increasin}! numhcr of I rained people. 
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A posilin~ dc.:\doprm:nt has tx~n lhc.: ~ning up of a libc:ral crc.:dil scheme: for small induslric.:s 
lhrough a s~-cial cn.'\lit line: from imc.:malional linanci;1I ins1i1u1ions. This scheme: s~Yifo:ally 
aims al creating funhc.:r c.:mploymc.:nl 1lppc.muni1ic.:s. Howc.:,·c.:r. 10 complc.:mc.:nl 1his scheme:. 
a nalional awareness .:ampaign is nt.~dc.:d lo draw anc.:nli1m lo 1hc.: many pnxlucb and ~rvi1.:c.:s 
pnxluct.-d hy 1hc.: counlry·s smali-scak c.:n1c.:rprisc.:s. G1wc.:mmc.:nt inslrumc.:nls 10 incrc.:a~ 1hc.: 
local contc.:m in domc.:s1ic manufacturin~· must be: more: dosdy 1.:0-ordinatc.:d wi1h small-scak 
inJustric.:s 1hrnugh subc:ontrJcting arr.mgements. Further emphasis. 1hrough ptllicy 1..·hangc.:s 
anJ access to 1..·rc.:dit. nt.~d:. 10 be: placed on lahour-intc.:nsiw. e,pc.,n-oric.:nlc.:d small-scak 
industries. Additional suppc.m is also re4uirc.:d 1hrough im·igora1eJ n11.:a1i1mal !raining. skill 
upgrJJing. anJ managc.:mc.:m programmes 1ha1 arc: more: rdc.:,·anl 10 1hc.: emerging joh 
oppc.munilic.:s. 

Towards !his enJ. !he Youlh lm·eslmc.:nt Prnmolion StlCic.:ly has Oc:c.:n sci up for 1hc.: c.:Jucalion 
of unc.:mployc.:J youngsters. Notably. this programme.: encompasses !he: 1raining of :!0.lXXl 
pcr..tms in small business managc.:mc.:nl. In aJdi1ion. !he: Scwnlh Plan c.:n\isagc.:s an addi1ion 
of 9:! \1lCalional and lechnical inslitutions 10 1hc.: existing ones in order 10 douhk 1hc prc.:scnl 
inlakc of sludcnts. As pan of !heir curriculum. a one-year on-1hc-joh !raining scheme is also 
planned for sludcnts in engineering and technical ins1i1u1ions. Finally. a human res1 •urcc 
dc.:wlopmc.:nt fund 101alling Rs :! million is meant 10 upgrade: 1hc.: 4uali1y 1lf lhe labour force 
in collahoralion with !he: pri,·a1e scc1or and in accordance.: \\ilh 1hc.: rccommcnd<itions of the 
Nalional '.\lanpc.mc.:r Coanmission. 

lnJuslrial branches 1ha1 arc: lahour-imc.:nsi\c. such as 1hc.: Pakislan kalhcr pnxlm:ls induslry. 
for C.::\amplc.:. will rdy on funhc.:r e:\pansion of spc1.."iali1a1ion in skills in order 10 gradually 
1mxlc.:rni1c !heir manufa1..·mring pnlCc.:ssc.:s. In !his. spcl..'ializcd !raining on a suffil..'ic.:nl scak 
\\ill play a \·ital rok. The: kalhcr indus1ry in Pakislan pro, ides especially go1xl opponunilic.:s 
tor l~ntak employment. Indeed. ahou1 JO per 1..'C.:nl of !he: irainc.:c.:s !Ill.lay al 1hc.: Lc.:a1hc.:r Pr0Ju1..·1s 
IX\dnpmc.:nt Cc.:mrc.: in Karal..'hi arc w1lmc.:n. They arc Oc:ing !rained as designers. tc1..·hni1.."ians 
and sewing mal..'hinc opcralors. wi1h a \icw 10 c.:nhanl..'ing c.:nlrc.:prcncurial skilb rc.:4uircJ to 

sc.:1 up small-sl..'alc.: businesses. These Jc\dopmcnts Jc.:mon,tralc.: lhc chan:;ing ani1udc 11mards 
kmak panicipa1ion in manufaciuring al..'li\ilics. Bui !he: kmak panil..'ipalion ralc.: will n:main 
low umil kmak c.:duca1ion k\cb imprmc more: rapidly. 

lmc.: ... unc.:nl in indigenous research and Jc.:wlopmc.:m IR & Di i-. 11n a \cry lo\\ k\d . .:\Cc.:pl 
"i1hin ccnain scgmc.:nh of 1hc.: pri\alc.: -.c.:1..·1or where: a fair amoum of innm al ion i-. 1;1king 
pbcc.:. Bui ii is no1 .,., mul..'h ihc proponion or 1hc.: ;11.."H1al ;1111ount -.pc.:nl on lc.:1..'hnil.."al cdUGllion 
and rcscarl..'h 1ha1 i-. of !he: mos! critical imponancc.:. Ralhc.:r. the disturhing fact. from ;111 
inJu-.1ri;11i1ation poim of 'ic.:w. i-. 1ha1 n:-.c.:arch undertaken in the: lahoraloric.:s of P;1ki,1an · s 
major nalional in-.iitulc.:s -.uch as lhc Pakistan C11u111:il of S1..·ic.:ntilic and lndus1rial Rc.:sc;m:h 
;ind lhc Pakisian ln-.liluh: of Nuclear Science: and T c.:chnology i-. not of a nalllrc.: to ;11lract 
immc.:di;1tc induslrial applicalion. Ckarly. more: cmpha'i' on lhc.: link hcl\\ cc.:n rc.:".:;m:h and 
induslrial appli1..·ation is rc.:4uircJ. c-.pc1:ially wilhin !he: domain of applied lc1.·hn11logy. This 
must he: rccognitcJ hy the: pri\alc as \\di a-. 1hc.: public -.cctor. and followed l~rough hy 
;1ppropria1c changes in inn:nli\c ;md policy slruc1urc.:-.. Olhcrwisc 1hc indigenous Jc\ dopmcnl 
of P;1ki-.t;111i induslry will rnminuc lo lag hc.:hinJ ih ;tetu;1I p111cn1i;1I in lcrn1' of human and 
11:chnologic1I capi1al for cnh;m.:ing indu,1rial pcrfor111an1.·c. 

D. LABOUR PRODUCTIVITY, WAGES AND SALARIES 

A 1".:ful indi1.·;11or of manufacturin)! pcrforrnancl.' j, lahour produ.:ti\ it~. l '.\111>0 c,1i111a1.:' 
of !he gro\\lh of value added p.:r work.:r in !he ,11hsc1.·1or' of manuforluring for a -.dn·!l.'d 
P'-·riod ar1.· -.hown in Tahk 11.5. In )!t:ncral pniducli\ily grow1h w i1hin 1h.: 111an11fa.:1urin)! 'c.:lor 
ha' hl.'l.'n 'hl)!gi,h. \kasurcd on !he: ha'i' of .:on,1anl l'>XO prin·, a' many as X '11h,l.'1.·tor' 
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..:\r ... ·ril..'1K1..'<l n..:~.lli\..: grti\\lh ra1..:-. ,,f fah,lLtr pn11.lu..-ii' i1~. ''ilh a ,h;irp fall ,if IX.o p..:r , ... ,n 
in produ1..·1i' i1y lx'ing r..:1..·,,rJ..:J h~ \\..:aring appard <luring 14~5 - 14So. Th1..· l..:\lik· inl1u-.1ry 
-.ufti..·r..:J a -L~ p..:r 1..·1..·m fall in l;i~lur pro<lm:li\ i1y during 1->75 -- I 4Xo. '' t-.ik -.lug),'.i-.h gr'''' 1h 
ra1..:-. in pnllhr..-li\ i1y ''..:r..: r1..·1..·or.kJ hy hlha .. ...-11. p..·1r11ku111 rdin..:ri1..-.. ruhlx'r pnll.lu..-1 ... inm 
and -.1.:d and llllll-..:k1:1riG1l 111a1..·hin1..·ry. II i-. lhu-. .:l..:;ir 1ha1 (l'll..:nlial pr11Ju..-li\ i1y ~;mi.. ni;1y 
hi: 1..'1l111pk1dy n..:ga1..:J c.:\1..·n in ..-aprtal-inr..:n-.i\..: 1lp.:ra1i1m' in th..: ah,l..'111..·..: ,lf dfi1..·1..:m u-.1..· ,,f 
inpui-.. Th..: l:'.• 'l'' 1h •.lf la~ iur proJu1:1i,·i1~ '' ;1-. -.ignifi..-;1111 in he:' ..:rag..:-.. rap.:r ;111J par-:r 
pr.i<lu1..·r... pnlk-.-.i11n;1! and -.1:i1..·111iti1..· ..:411iprn..:n1. d..:1..·1ri1..·al 111a1..·hin..:ry and .. ·h..:111i1..·ab. 

Th1..• \\ag..:-pmJu .. ·1i\ ily rdation-.hip i-. g..:n..:rally ..:,p..: .. ·11..'d lo acl a-. a ~lf-g..:n..:raling 111..:1..·hani-.111 
'' h..:r..: in..-r..:a-...:s in producli\ ily kaJ IP incr..:a-.ing \\ ag..:-. and an in..-r..:a-...: in '' ag..:-. moti\ at1..·-. 
1h..: \\11rk-for1..·..: hl funh..:r in1:r..:as..: pro<lu1:li\ ily .. ·\n l.'\;uninalion of -.u .. ·h a rda1i1m-.hip i-. 
.. ·on:-.lrain..:d hy lh..: fa..-1 1hat Jala on wag..:s :mJ :-.alari..:s p.:r ..:mploy..:..: ar..: gi' t:n in t.:urr..:nl 
pri .. ·..:s in Tahk 11.5. Hm\l.'\..:r. ii i~. in1..:r..:s1ing 10 no!..: thal h..:h·r;1g..:-. and pap.:r and pap.:r 
pni<lu .. ·i-. r..:1..·orJ..:d a 1wo-digi1 grow1h 11f \ alu..: add..:d p.:r ..:111pioy ..:..: ;,nd alnlli:-.1 -.imilar rat..:-. 
of in..-r..:as..:s in 111onl..'y wag..:s. Con1:urrl..'nlly in thl..':-...: l\\o pni<lu1.:1 arl..':1:-. lh..: :-.harl..' of ';tlu1..· 
aJJ..:d in grits:-. ou1put rnsl..' and lh..: 'hart.' of '' :1g..:-. and s:1lari..:s in \ alu..- addl..'d tdl during 
1976-1986. Thi:-. \\a-. largdy du..: hl thl..' intni<lu1..·1ion ,,f 11101.krn 1..:..-hm,logy in 1h..:,._. l\\I' 
:-...:grm:nt' of Paki-.1an manufa1:turing. How..:wr. 1his tr1.. riJ r..:sulling from an in..-r ... a-...: in 1..·api1al 
im..:nsi1y ..-annot Ix' gl..'n..:rali11..'d 10 all -.uh-...:ctor-. i"·f manufa1..·turing. 

:\s -.hown in Tahk 11.5. 1h..: Pakistan rnamifa..:1uring ... .:, lor h:1 ... h..:com..: mor1..· G1pit;tl-im1..·n ... i'..: 
during 1976- 1986. Thi ... i ... t:\iJ..:ni.:i:J hy a fall in th..: ... har..: ,,f \\a!!'-'" anJ ... alari..:-. in \;1lu..: 
aJJl..'d from 26. 9 pi:r cl..'111 in 1976 to 20.3 p..:r c..:111 in 1986. But 1hi ... ' 'a .. nol a1..·1..·ompanil..'d 
hy :-.ignili1..·ant pnldu.:li\ ity gain-. a1..-ro ..... 1hi: -.uh .. ..:clor ... of manufa1..·turing. :\o ... ignilicanl 
rdalion .. hip h..:1w..:..:n lahour pro<lu1..·ti\ ity and 1..·:1pital inl..:n ... ity i ..... ..:..:n in ti:\tik .... f11,1f\\t:;1r 
ft:\l:t:pr ruht-i:r nr pla-.1i1..·1. \\1111\I proJu..-i-. (n1..·..:pt furni1ur..:1. potti:ry. 1..·hina . ..:;1rthi:1rnarl..'. 
:mJ iron and -.1..:d. 

C1pital int..:n ... i1y sci:m-. to ha\..: falkn in \\l..';tring ;1pp;ard (l..'\..:..:pt f11ot\\..:an. Thi' p.1nly rdk..-i' 
th..: indu ... 1ry ·., 1..·ontinui:d di:p..:ndcn..-c on lraditiPnal l;1hour·mli:n-.i\c pnl\ILll."tion 111t:th111.I . Thi ... 
si:grn..:nt of the .. ·numry· ... manufaduring -...-..-11,r ... ufkri:d 1hc gr..:ati: ... 1 fall in lahour pnxlu..-li\ lly 
mer th..: y..:ar .... In 1hi ...... uh ... c .. ·111r 1h..: ... har..: llf \ aluc added in gro" outp111 tdl 11\ 1..T th..:~ c;1r-.. 
rdkcting a ri-.c i11 mat..:rial co:.I. The \\.,:aring ;1pp:ard .. ..-gml..'nl ;1ho t:\pt:ri..-n .. · .. ·d a ri, .. · 111 

1h..: -.hart: 11f \\;age-. and ,alarii: ... in \ alu..- add..-d during 1970 I 9Xo. \\ hi .. ·h pan I~ rdk1.:h 
o\ ..:rmanmng. Thu-. ;1 dra ... 1i..: fall in bhllur produdi\ i1y -.ufkn.·d h~ \\..-a ring appard ..-an i,._. 
attrihu1cd 111 high material ..-0 ... 1 and mi:rmanning. 

:\ ri ..... • in mat..:rial ... 0 ... 1 for tht: 111anufa..-1uring ........ ·1or a' ;1 \\ hnk i ... r .. ·wakd hy a fall in 1111..· 
... harc llf \;tlu..: a,ldi:d in gro..-. outpul frnm .t4.7 p..:r .. ·cnt in 1970 111 .l~.2 pi:r ._ . ._.Ill in l'JXh. 

lmc-.tmt:nl gnm1h \\ i1hin 1h..: 111anuf.1 .. ·1uring ... ..-..-ior i-. panly rc,train..:d hy th..- rapidly ri ... 111~ 
111a1..-ri;1I ... ,,.,t: unit mali:rial .. ·0~1' ha\ t: more than douokd during l 9X I -- 19X~. On 1h..: olhl·r 
hand. \\agl..' rail".' ha\..: ''•:en rdat1\1.:ly 'lahk. 

Th .. • point 1hat l'llll..'rgc-. from tht: ahml' i-.1ha1 lahllur produl·ti\ i1y r-•in-. dcp..:nd on th..- dli1..·i..-111 
li'-l? of hoth l.1hC1ur . ._·api1al and otht:r inpui... ;ind that Paki ... 1an 111a11.1fa..-turing h;1., nllt h .. · .. ·n 
attun..:d Ill ... c..:king -.lt:ad~ prllducli\ ity gain-.. Tlw -.i:ard1 for h1gl11..·r produ .. ·ti\ ity 11noh .. · ... a 
multi-til..'rcd approad1. Cr..:ating a di111a1c for produ..-tint~ \\ill n..:cd to h1..· 1..·011 ... id..:rcd a 
pr..:rl."lJU i 'it .. •. 

Tlw inllu..:n .. ·..: 1ha1 \\a)!I..' r;1tt:" .. ·lluld C\1.·rt on prodlll'li\ it~ gain' ma~ he c\amincd. In P;1ki,1an 
111in111111111 \\a)!l"' ar1..· fi, ... d h~ lhl· Central (ill\l.."rlllll\."111 for ellll"rpri,l·, 1.."lllplllyinJ! 50 llr lllllre 
pl'Nllh. AlthllU):!h aclu;al v.a):!C' arc higher lhan the mi11i11111111. 1hcy arc ... till Im\. ranJ!inJ! 
h...rwecn "Ii\ i.IJ! waJ!l" 1111i11i111u111 rn1uir1.."d fllr -.u1>,i-.1en .. · .. ·1 and "fair wage' lrll'l'd·ha,1.·d 
111ini11111111 \\01)!1..' whid1 1.·.1111111and-. 111inim11111 ro111fnri..1. lndl"'<llion of \\olJ!l"' 1111 an annu;il 
ha-.i-.10 the r;1tc of inllati•lll v.ould he v.arranll"d in ordl·r Ill l·nahk the worh·r-. Ill ..:11pc \\ilh 
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the rising cost of living. Productivity-linked bonuses. individual incentive wage schemes. 
development of productivity information systems. monitoring of productivity performance 
on a regular basis and identification of external environmental factors having a bcarin~ on 
productivity arc useful instruments of productivity gains. 

E. MANUFACTURING PROFITABILITY 

There is rnnsidcrable variation in the profitability levels of manufacturing enterprises in 
different subscctors. The most profitable subscclors in the 1980s in tcm1s of gross profit 
were chemicals. paper and ill.lard. woollen. silk and synthetic textiles. and sugar produ..:ts. * 
The performance of the textile industry in the 1980s was characterized by high profits of 
woollen. silk and synthetic textiles and net losses in cotton and other textiles. Besides cotton 
textiles. low gross and net profit rates were recorded by tobacco and oil and gas refineries. 
In general. subscctors with rdati\·ely high profit rates exhibited strong growth in share values. 
However. share prica'" in fuel. energy. and tobacco remained high. despite weak profits. 
due to the presen..:c of very large and established rnmpanics in these subscctors. On the whole. 
profit rates were nw<lerate in Pakistan manufacturing and the gains in share prices were only 
marginally in excess of the rate of inflation in the 1980s. 

A notable development in the 1980s was that investment in commen:ializcd public sector 
enterprises was much more rewarding from the point of view of the ordinary shareholders. 
The average value of an ordinary ten rurcc share of a public sector enterprise was 28 per 
cent higher than that of the average private manufacturing firm in 1986. The total surplus 
accumulated by the public sector compJnies represented 61.6 per cent of sharcholdcr·s cq11ity 
whereas the corresponding figure for the private sector was only 36.5 per cent for the 
1980 - 1986 period. 

At present there arc eight public sector corporations administcrl..-d by the Ministry of Production. 
These encompass the production of cement. steel. petroleum. engineering go1.xls. automobiles. 
fertilizers. and chemicals and ceramics. Since 1973. apart from Pakistan Steel at Karachi. 
29 new units have come into commercial operation. The losses of Pakis1an Steel have been 
reduced from Rs 1.292.47 million in 1986/87 lll Rs 349.89 million in 1987188. This steel 
mill is expected to record a profit in 1989/90. Total pre-lax profits of public sector corporations 
sl<xxl al Rs 1.556.62 million in 1987 /88; a profit of R,; 4.295. 7 million was reported after tax. 

Each public sector corporation has been directed to establish two new factories. and as many 
as 16 new heavy factories arc planned to be set up in the early 1990s. The programme 
encompasses capital-intensive projects in cement. fertilizers. textiles. a refinery. steel 
pnxluction and a rice mill as well as a fruit-processing unit. Despite a significant fall in public 
investment in the pattern of industrial investment. these enterprises arc expected to play a 
significant role in enhancing industrial performance in Pakistan. 

F. INVESTMENT AND FINANCING PATTERNS 

There has heen •1 notahlc change in the industrial investment pattern, with the leading role 
heing increilsingly assigned to the private sector. The share of the puOlic sector in fixed 
investment in munufacturing rnrrently stands at less than one-fifth. compared with around 
50 per cent in the early 1980s. The puhlic sector accounts for 15 per cent of MVA. However. 
this is likely to increase in the face of a constant increase in the production levels of the 
Pakistan Steel Mill. 

' Sec /:n11111111i<' R1•nn1·. \;1r111u' annual i"ll<'' on rhc p<·rfnrrnarKc of fop inllu,111al l"OlllJlanic,. 
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Of the 73 independent industrial enterprises under the control of the public-sector corpomtions. 
68 units arc currently rcportt.-d to be opcmting enterprises. Details pertaining ~n these oper.iting 
enterprises and their respective public sector corporations arc reported in Table 11.6. 

Consistently good perfom1ancc h;:.s lx-en shown hy enterprises ownt.-d and managed by public­
sector corporations.* except the Pakistan Industrial Development Corptnation (PIDC) and 
the State Engineering Corporation (SEC). The PIDC manages mainly textile and food 
manufacturing units. while several engineering and mechanical units operate under SEC. 
These two corpor..ttiom; experienced serious problems atkcting capacity utilization and financial 
profitability. By the mid- I 980s around 20 public-sector enterprises suffered substantial losses. 
Most of them were functioning under PIDC. which was set up primarily to encourage 
industrialization in backward areas. 

In line with the government's intention to reduce the role of the public sector in manufacturing. 
fresh investment was mostly confined to revitalization and rehabilitation initiatives. However. 
Pakistan Steel Mill stood as an exception to this trend. Now that the government plans to 
set up 16 public-~ctor enterprises. the problem of resource constraint will need to oc tackled. 
As part of the resource mobilization initiative. the policy of divesting a sizeable portion of 
the public sector·s equity is being vigorously pursued by the government. The government 
has streamlined procedures and de-regulated industrial operJtions. with a view to achieving 
a revival of private investment ;:onfidence. However. the divesturc policies of the government 
have not been successful and with the offer of minority shares. the private sector docs not 
seem to be enthusiastic in buying assets under the control of public sechlr. Moreover. restraint 
on credit to the private sector has also discouraged private investment. 

The pattern of private investment as shown in Table II. 7 shows that investment in large­
and medium-scale industries rose from Rs 3.3 billion in 1980/81 to Rs 13.0 billion in 1988/89. 
In the mid- l 980s private investment rose significantly as a result of government policies and 
increased credit flows to the private sector. In 1988/89 private investment in current prices 
grew at 9.5 per cent. When adjusted against the GDP detlator of 9.0 per cent for the year. 
real growth of private investment is estimated at less than I per cent. Public sector has crowded 
out private investment through higher returns on government financial instruments. and 
restraints on credit to private sector has led to low pri\·ate investment. 

During 1982-1987 the textile sector accounted for 35 per cent of private manufacturing 
investment within the large-scale sector. Around 20 per cent was invested in food manufacturing 
while chemicals accounted for 18 per cent. Investment in machinery represented only 5 - 7 
per cent of the private sector manufacturing investment. 

The share of small-scale industries was 19 per cent of total private investment in 1988/89. 
compared with 25 per cent in 1980/81. Total investment in small-scale indu:;try averaged 
Rs 1.8 billion annually during 1980/81 - 1988/89. The leading ornnches were textiles. food 
manufacturing. non-electrical machinery. cemenl production and wood pro<lucls. In general 
small-scale manufacturing investment is much more widely disrrihuted than investment 
undertaken oy large- and medium-sized private manufacturers. Whereas a lop few oranches 
of manufacturing account for almost 80 per cent of total inveslment in large- and medium­
scalc industries, the share of the top four oranches in small-scale industry represents around 
58 per cent of total investment. 

The financing pallern of industrial development in P;1kistan is characterized oy the 
predominance of inslitutional concessional finance as a source of private sector imestment. 
The large- and medium-scale private induslries have particularly relied on institulional 
suhsidized credit. During 1982 - 1987 such conl·cssional investment linanl'l' .... waged Rs I - J 

• The j!llll(I rx·rti1rmanl'C of 1110,I puhlll· Wl'lnr unir' ,, rl'Wj!Olfl•il h} lhl' World lfank '" lh rq1orl ··nr11k.t /'11/i/\/1111 

f:nm11111i1· m11/ S11,.;,1f f)n,./opmnrt f'rmpnfl I 111 h:hruar} l '>llti I. Rl·pnrr No. 5tll1.'! · l'ak. p .. p 
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Tahir U.7. Pri,·atr innstmmt in manufacturing. 1980181-1988189 
181lhon' ol ru('<.'\."'I 

Y..-ar La~.: ;mJ 111<."ll!um -.:ak 

198081 ·"·-" 
1981 II:! _ .. __ , 
198::! 1\.l .u 
198.' 11-l 5.5 
11.Jll-l 85 : __ , 
1985 8" 9.-l 
198" 87 11.7 
1987 88 I:!.:! 
ll.J88'8~ Ll.Cl 

Sm1. ,·,·: :t111111dl Dt:n·lopmenr Pt.m. /Wt.~ .w. 
11 E,1ima1..:. 

Small Toul 

LI .... 
I.:! -l.5 

'--' 5.-l 
1.5 7.0 
I.fl l.J.h 
1.7 I I.I 
:!. I Ll.8 
~-5 1-l.7 
.u lh.I 

Tahir 11.8. Bank ad\ancrs"' to manufacturing mtrrprises. 1983-1988 

Y ·ar 

1911.' 
1911-l 
ll.JK5 
19Mh 
l9K7 
19KK 

Ann.ial a\.:rag..: 
ral..: of gro\\ I~. 
1 p.:r.:•·mag..: I 

Pul>lr.: 
.:111.:rpn...:s 

8.-l-lll.h 
955::!.-l 

IOAl9.6 
l::!.J99.::! 
KA77.9 
MA7tJ.::! 

1 '.\fillions •>I rup.."l."s I 

Pri\all." 
S<."\:ltlf 

::!0.051.0 
::!7.51-l.::! 
_,J.7h5.::! 
J6.0J9.-l 
-l::!.777.7 
50571.5 

17..U 

.'i1111rn-: Go\..:rnm.:n1 of Pakistan. /:·..,,,,,,,,,;.- S11n·n· /9XX·X9. 
a Both .:omm.:n:ial anJ sp.:.:iali1.:J llanb. 

As p.:r.:..-nlag..- ol 
Total to(al aJ\·an.:<· 

::!8.-l91.h ·'5.1 
.H.ClM.6 .'K.1 
-l-l.111-l.8 ::!9.-l 
-l!IA.'11.h _,,,_::! 
51.::!55.h .'-l.J 
59.1150. 7 _,6.1 

hillion and grew al an annual average rate of over 30 per cenl. Almosl 70 per cem of 1hi!'t 
invcslmenl was atlraclcd lo large- and medium-sized private finns wi1hin 1hc textile. chemicals. 
food-manufacturing and cement hranchcs. 

Total hank loans lo manufacturing industry averaged Rs 44. 7 hillion during 1983- 1988: 
on average 78.5 per cent of this was lent IO private manufacturing firms (sec Tahlc 11.8). 
The very high rate of hank horrowing is partly explained hy the high financial needs of 
manufaclUring enterprises and the depressed aggregate corporate saving leading to a low sclf­
financing ralc. ft is hclieved !hat al lca!'tt a part of 1he hank loan is divested for other purposes. 
Thus the allili1y of lhc hanks 10 cffcclivcly monitor the performance of their horrov.crs is 
an important deh:rminanl of the cflicicncy of capital u1ili1.ation. Given the low rate of internal 
financing a11d lhc underdeveloped stale of the capital markets improvements in hank finance 
management arc crul·ial for raising the efficiency of manufaclUring investment. 

The equity rnarkcl in Pakistan's capital market has !'tO far played a relatively insignilil.:anl 
role in mohilizing financial resources for induslric~ .. * funds raised in the securities markeh 
account for less than 7 per ccnl of total fixed invcstmenl. Of around 21 .185 registered companies 

• l'or an anal)lil·;1I rl.'\ll'\\ of lh.: .:tjllll} 111;1rl...-11111';1l..1,la11. ":l' 1\ftall 1\h1111:1l l\h.m. 'S...rnru1l.'' 111;1rh·1 m P;1l..1,1.111". 
Paki•f1m 1111d (i11f( /-.,.,.,,.,,,,;,, (Nmrn11l..-r 11 17. 1'>1191. 
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in Pakistan I induding 500 foreign companic-.1 only ..J 11 arc li-.h."\l on 1hc Karachi Stod 
E'changc and .l23 on the Lahore Stod Exchange_ Tih: market c..·apitali.1:ation of the li-.h."\l 
companic-. wa..' around S2.15 hillion a..' of 18 Ck1ohcr 1989. which rcp~c~nb only 55 per 
c..-cat of GNP_ It j_, nmtc~"\l that indu."rial cntcrpri~-s an: nol clk.·our.agc.."\l to Ii" lhcir l'lllltpanic..":-. 
on 1hc -.toc..·k cxdungc hccau~ go\·crnmcnl inicrcsl r.al;: and in-.1i1u1ional crc.."llil allocalion 
policic..":-. oficn di~orl lhc price ~roclurc of t."\IUily finance n:lali\C to loan.,_ There i-. no inccnliw 
10 rai~ inwslmcnl capilal from 1hc ~'\:uritic-. markcL While going puotic 1hc gmcrnmcni 
in-.i-.1s 1ha1 lhc share -.hould he off loadt."tl al face \·aluc. Owner-. of fim1-. arc abo cont.·crnt.-d 
ahoui dilution of owncr-.hip. and C\Cn when a company i-. listed on the -.tod c'changc mo-.1 
of the shares arc not a\·ailahk for putilic traJing. 

The numhcr of shares tr.ansacted on the Kar.achi Stod Exchange li:ll from 3.2 million on 
22 fehruary 1989 to 1.2 million a.' of 22 No\emhcr 1989. lndicc-. of share:: prices a-. reporlt."tl 
in Tahk 11.9 show 1hat with the exception-. of the chemicals and engint.-cring hranchcs. 
manufacturing branches suff\!reJ marked dcdincs in share prices in 1989. A -.harp dt.'Clinc 
in -.hare pm:es occurred in the sugar industr)·. followc.."\l by \."cmcni. couon and olhcr tcxlik-. 
as well a.' paper and hoard. while the lowest dcdinc wa-. reptlrlt."tl in the communication-. 
indu."r) .. A re\·i\·al of share pric.."t.-s dt.-pcnJ., on a gencr.al imprnvcmcnl in inR'Slor.. · confilknce. 
The glwernment endeavours to achie\e this ta..,k. 

Table 11.9. Shan priers of snttted indu.'itries oo IM Karachi Stock Excha~e. •·mrua~ 1989 
and October 1989 

C111111n anJ 111h.:r tc:,ril.:' 
Ch.:nu.:al' 
Engin..-..:rmg 
Sugar anJ allic:J 
Papc:r anJ hl>JrJ 
Cc:mc:nr 
f'ud anJ o:nc:rg~ 
Tran,po1n anJ ..:11mmum~a1111n' 

( 1'180 81 = 111111 

h:t>rua~ 
I 'lll'I 

2'1.l "' 
.l!ll .. l 
111.J." 
.Jl.l.7 
2!16.6 
2.J2. I 
-'25.1 
16'1.2 

,, 
Ckh>h.:r !5 

1'189 :'\c:t .:hang.: 

!115.5 - 7.9 
.l.l6.! .., ') 

19.l.7 11.!I 
_'71..J - .J2 -' 
279.7 -6.9 
:!1!1.5 - :!J.6 
Jl9 . .J -:.? 
167.11 -1..J 

The long-1cm1 per-.pecti\c of capital invc-.tmcnt in ..ccuritic-. i-. often compared with alternati\e 
-.a,ing -.cheme-. and the as-.l'll'.iated tax advantages. The securitie-. find it difficult to compete 
with some saving scheme-.. There i-. abo a lad of appropriate financial information regarding 
lhe securities. There i-. a need to present the information in a way in1dligiblc to the ordinary 
public. Trading on sccuritie' often rakes place on 1he basis of pri\ilcged information. Thi-. 
call-. for wide,pre;1d education about rhe -.ecurities markl·r. The mas-. media nmld he u-.cd 
to inform the puhlic ahout the advantages of lhe -.tock marker. An in-.ritulional framework 
could he -.ct up in order to provide up-to-date information on transactions in the 'ecuritie-. 
111;1rki:1. price-.. the r;ange of bids and earning-.. With a view ro di:vcloping efficient ;and 
-.ignifo:ant -.ource-. of inv'-·-.rment fund-. 1hrough -.ccurilii:' markel all Jll"'ibk incenrivc:-. :-.hould 
he extended. The-.e may include ;an invcslment allowance of a cenain percent;1ge of phmt 
;md rn;Khinery ;and ;an al·ci:lcrati:d rate of 1.kprcciarion during rhe lir-.t year of expan,ion or 
diver-.ilicarion. A ho:-.t of othi:r incenli\e-. will induce pri\ate companies ro go puhlic. 
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G. MANUFACTURED EXPORTS ANO IMPORTS 

Pakistan is an e\porter of essentially lahour-intensi\·e and agriculturJI rJw material-ha.'i(_-J 
manufactun.-s. High e\ptlrl cOlk.'l:ntrJtion is thus anain'"-J in cotton. ril·e. te\tiks. ca~ts and 
leather and leather pnlJUl"lS. Tlk.~ pmdu'-1 categori~s account ti.lr 75 per l'l:nt of the country· s 
total e\ptlrts. Cotton-has..'d manufal1Ur'--s* continue to dominate the country·s e\ptlrl profile. 
with around 5-' per cent of llllal manufal"tUR-J e\pons. Fish prepar.itions. ca~ts. sy·nthetic 
te\tiles anJ surgical instruments abo Ctmstitute traditional e\ptlrls. whik prominent non­
trJJitilmal manufactured e\ptlrts ioclude karher manulik.1un..-s. wg'"'lahle oils as wdl a.' te\lilc 
and lealher machinery. 

The most r.ipidly growing manufactur'"-J e\ptlrls in rhe 1980s haw been semi-manufactures 
and pnlJucts ,lf the te\tile induslry (S\.>e Anne\ Tahk A-:!I. A ptlor comm crop and high 
prices llf yam in 1he domeslic marker in certain years led 10 sca..-;onal downturns in the \"lllume 
of rntton-ha.."--J e\ptlrls in 1he 1970s and 1980s. E\ptlrl earnings ,.,f Clllton yam rose however 
significantly from St07 million in 197778 to S5·U .50 million in 1987'88. Despite a fall in 
the volume of e\ptlrts in 1987>"88. 1he ,·alue of cotton yam c\ptlrts increased significantly 
as a result of a marh-J improvement in the prices for yam in 1987188. There has also been 
an increa..-;e in the value of Ctlllon doth e\ptlrts during 1985186-1987188. partly stimulated 
hy a stcaoy rise in 1he unit \'aluc 1from SOA3 to S0.57 per square merrc). Tariff harriers 
impt}sed by 1he OECD countries restrict the quantily of C\ptlrls. hut as in 1985 - 1988 1he 
growth in e\ptlrt \aim~ may rise as a result of an increase in unit \'alues in ,-iew of the wide 
difkrential in unit ,-alucs of Pakistani e\ptlrtS and !hose of other countries. The major markets 
for conon doth arc 1he EC countries. the United States. Auslralia. Iran (Islamic Repuhlic 
ot) and the So\'iel Union. The emergcnn: of plltential compctih1rs is also creating difficulties 
particularly in the e\ptlrts of garments. 

Fig. 11.0. Share of manufactured exports in total exports. 1989 

• Conon-ha,ed manufa.-rured e\pc1r" .:ompri'iC doth. yarn. read> -m;1de i:armenh. made-up anide'. rent' ;ind 
,·;tn\a,. kn11~,·.1r. ,.,,_. ~htl.: non-.-ollon m;tnufo,·rure' '""''''of lanned k;nh.:r . .-;1rp.:h ;md mp. ure;i. karher 
produ,·1,. 'uri:i.-otl '"'1n1111enh. 'P"" i:1101.h. ;in ,,Jk ;in..I synth.:11,· lnllk'. eni:m•·.:rmi: ;in.I .:J..-,·1r1,-.1J i:11od,_ nllkl) . 

.-ii:.tr•"ll•"'· ,·h,·mKah ;tnd photrm;i.-culKotl pn11.l11•h. Jll!! min. er.·. 
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Among th.: non-otlhm-oa ... 1..-J C:\pt.tn .... earning" from l."arpc:t c\pt.tn, ha\'c inl."rca...c:d marl.:dly 
in dollar term" twcr the yc:ar ... Otr.l."omitanl with the: rapid in'-·r.:~1...c: in the: world pril."c:" for 
the: pntdul."t" of the: .:arpc:t indu ... 1ry. pani.:ularly in llJXb '1\7 and 19X7 XX. lmpro\1..'\J pri'-·.: 
tn:nJ.., ha\.: also 'ilimulatc:d 1..'\pt.trh of kathc:r pntdu.:h. Pal..i ... tan now al."'-·ount" for 5 pc:r '-·.:m 
of th.: \\ltrld·., kathc:r e\pt.trb. 

Th.: \ alu.: of fi..,h mc:al 1..'\pt.trh grew ... ignifil."antly for ...C:\C:ral l."On"l..'.:Uti\ e year .. umil I 9X7 XX. 
GlaA-J ri.:.: anJ ba ... ntati ri.:e l."on ... titutc: an imponam ....:gm.:nt of Paki,tan ·" ...c:mi-ntanufal."tur1..'l.i 
e'\pt.trh. E\pt.trt of ha ... mati ri'-·c: p.:ak.:d in I 9XO !\ l ('I.'.: /~nn.:\ Tahk ...\-21 hut c:\p.:ric:nl."ed 
1..·rrati1..· tr.:nds ... inl.".: th.:n. 

The .. Im\ growth of Paki'itan·.., C:\pt.tns in llJXX XlJ anJ II.JIN 90 i" allrihuted mainly to falling 
\\orld price:" for the 1..·oun1ry ·.., ntajor e\pt.tn .... E\pt.tn ... of .:arpc:h. kathc:r and fi,h preparation ... 
tdl sharply in llJXX X9. How.:\'c:r. th.:re wa ... a ... ignifi.:am in.:rea ... .: in the e\pt.tn of l."ollon 
yarn. l."ollon doth. glu.:d ril.".: and rc:ady-made garment... E\.pt.tn ... of oth.:r tc:\tik made-up ... 
induding tow.:b. hthiery and Oc:d w.:ar and symhetil." tc:xlik fahril." .... also ro...c: ... ignifo:antly 
in 1h.: fiN half of the: fi'il."al y.:ar I lJXlJ.'l}()_ Lc:ath.:r. 1..·arpc:t ... and fi..,h prc:para1ion ... arc: C:\p.:l."tc:J 
to '-·ontrihut.: "ignifil."antly t., a ri....: in th.: rnlum.: of C:\(lltrh in 191N 90. 

Manufactured c:\porh arc: proj.:.:t.:d to grow at an annual awragc: rate: of X pc:r .:.:nt in r.:al 
t.:rm" during I 9K9 - 1991. Pntduct ... that arc: C:\pc:.:tc:d to r.:l."ord 'ilrnng growth pc:rforman.:.: 
induJ.: 4uality r.:aJy-maJ.: garments. yarn. te\tik maJ.:·up anide .... kath.:r pntdu.:h. foh 
preparation ... fruit juice:" and pre....:1wd fruit" and \C:gc:tahks. In ~mt.: .:a...: .. th.: e\(lltn to 

.-ig. 11.P. Composition of e\ports. 1988/K9 «Percentage) 

' Other 296 •.-

Alce68°'9 ' 

Fish preparabons 2 6 .,, 



Structure and Periorrrance of t."re Manufacturing Sector 31 

to1al prodU1.:tilm rJtio e:\cc.."l.'1.kd 5 pi:r 1..·en1 for the 1985- 1988 ~riod. ~sc ari: couon yarn 
c-'6 pi:r centl. foo1wear 18.5 pi:r ci:no. nitrogenous krtili.ter.. 115.8 pt·r ccno and residual 
fuel 1:!8.-J pi:r cenll. * High e:\port rJtios arc abo likdy to c'i~ in the c..:-.c: of comm and 
woollen wm·i:n fahrics. carpi:ls and kather pniduc..1s. ~high lc\d of e:\pon :on1.:cntrJtion 
in kw pniduct categories will continue. and the domestic :kmand oricnta1;on of most 
manufacturing is unlikdy to change in the forex-eahk fu1urc. 

World prices f(lr cotton-ha.~-J manufactures may rise in 1990 in the wake of 1.k'\:lining comm 
output in the Vnik-J Statc..-s. China and the Stwi'-'I Union. which arc the leading c..·011011 pniducing 
nlllntrics in the world.** Recently the Gowrnmcnt of Pakistan cJlk-J for a temporJry halt 
to m·ersc:a.' sales of raw cotton. with a \"iew to n"k.-eting the growing donk:stic demand from 
te:\lik mills. This mea.-.ure is C:\pt.'\.1c..-J lo pnlduc..·c..· a positi\C supply response of couon-hasc..-J 
manufactures to a possihk rise in lkmJnJ and prices on the world market. 

Falling world pric.."\.'S for P-Jkistan · s major C:\port.-. of manufactun.-s 11\."l."\.-S.'\itatc incrC-.t."'it.'d \olumc..-s 
•.lf C:\ports. Although the world price inJc' I 1985 = 1001 for all tlllld pniduc..·ts rose from 
130 in 1988 to 13-l in 1989. prices for tropical hcwrages kit from 82 to 75 during the same 
pi:rilid. World prices for glazc..-J rice arc likdy to remain fim1 after an incrca.'>I! from SJO:! 
pi:r tonne in 1988 to S3:!0 pi:r tonne in 1989. Howe\ er. world prices ti.lt fish meal continue 
to slide down after e:\pi:riencing a sharp fall from S:'i+i pi:r tonne in 1988 to S..06 pi:r tonne 
in 1989. 

Using re\·cakd comparJti\·c ad\·antage I RC\ I indic..·es *** the following categories of C:\ports 
ha\"e hcen identified as Pakistan ·s most compi:liti\C e:\ports during 1981 - 1985: prcsencd 
fish. glazed rice. waste material from tc:\tik fahrics. crude fertilizers. pigments. paint anJ 
varnishes. 1cxtik yam and thread. tl1lllr co\"ering. wmcn collon fahric..·s. dorhing I ntm-fun. 
sekcleJ :;cicntific c:4uipmcn1. lace and cmhroidcry. w1llllkn fahrics. f1llllwc:ar. toys. sports 
g1llids. and lc:\tik and kalhcr machinC:r)'. 

Pakistan· s e:\ports 10 the OECD countri .. •. accountc..-J for ahout 60 pi:r cent of total manufa1..1urc..-J 
C:\port earnings in the mid-1980s. comprising mainly preducls of the tc:\tik induslf). The 
countf) · s exports of manufactures to <le\"doping countries include pnxiu1.:ls of the: chemical. 
lcxlik and a kw capital g1lllds industries (sec Tahlc 11.101. ~wral Jc\·cloping countries -­
Saudi Arahia. Kuwait. United Arah Emirates. Bangladesh. China. Rc:puhlic 11f Korea and 
Malaysia in particular - haw recently emerged as important market destinations. The main 
market!' for Pakistan's non-traditional exports remain in the Middk Eastern and the Sou1h­
Eas1 Asian regions. 

Various policy changes have hcen announced recently to create: a hcner set of expon int:enli\es. 
The pri\"ale se1.:1or can now export hasmali rice in 20 kg packc:ts. twice: as large as the prniou~ 
limit of I 0 kg packets. and the export tax on this \ariety of ri1.:e has hcen re<lu :e<l from R-. 
5 per kg to Rs .J per kg. The pre\'ious uniform income tax rehate rate of 55 per cent afforded 

• J:,tr;u·r,-,J fr11111 I ":'1:11><> .Iara h.1,,· ">1.hi,·h !!1\1.'' output ;inti nport li!!urc' for -t'i 111;m111.1,·111r.:.t C\fl'•rh from 
P;1k1,1an. 

• • PnllhKtu>n m rh,· Sn\ 11:1 1 ·nion lor 1'1119 •HI '' c,11111;11.:.t al 11..~ n11ll11>n hak,. ,·ump;irc.t "11h I~ 7 n11ll111n 
h;1k' an 191111119. Th,· I 'nnc.I State' .-rop "fore.:;"! al 5 nulhon h;1k' k" th.in II' output of 17 null!nn h;dc' 
m 1'1111111'1. Ir. th.: \\akc of h;ul 1i.c;11h,·r m Chun·, "1111hcrn pro\ m.-c, ;1 Jl<M•r .-rop '' for,·1·,1,1 for 1'111'1 •HI 

wh,·r,· X 

< 
\ .. 
:x. 

RC':\. 

"-'fl''rl of ,·011111111\lil~ 1 m 1·1111nlr} 
fot;il l.''Jl<'r" of n111ntr} 1 
World nporl 11f ,·011111111\lll~ 1 
World total '"'Jl<•rl 

x \ 

:x .• :x. 
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lo c'ponc:~ of m.anuf<k."turc:s ha." also tx-c:n rcpl<k.'"t.-d by a gr.iduak-d sy·sh:m im·of\·ing lhn.-c: 
Jifkrcnl r.tlt.-S. The: gm·c:rn~nl is aJop1ing a range: of poliq mc:a...,urt.-s in orJc:r lo an.--c:krarc: 
rhc: c:,p,n Jri,-c: 10 borh lraJiriortJ.1 anJ non-lr.idilion.al markt.'l Jt.-slinalion. .... 

Tai* 11.10. P»islan"s manufactuttd ~'ports clnlillN to OEn> and •'dopi~ countr-Rs. 
1986-1988 

w ... .i 
T ._.,, .. ._. ~am anJ lhr..-aJ 
\\·,,.,'11 ,·nm>n fahri.:• 
\l;1>k·ur ;ina.:k" 1111..-,111." 
Tr.awl t>;ag, 
(l,11hang 
Call kath.:r 
Oth.:r karh.:r 
l..:ath.:r n1anula.:1ur..-, 

l..<.'"alh.:r a.:..-'""'rk." 
h"ll""l."ar 
Ing'll' 

Organ...- ..-h..m1..-ah 
Phamia.·.:ula.:al rn~lh:h 
~lln>g•'1ll>U~ kndu.:r. 
P,·m>l .. .,.m rr11J1..:h 
\\"11\l."n Ollh>n fahri..·, 
lr.llh.:r nianul;a,.:tur .. .,. 
f• .. ll\llo<.'"af 
Pig in>n 
T l."\llk anJ k'"alh.:r nia.:hin..-1) 
Ek .. -in..-al P''""l."r ma.:hin..-1) 
T ..-u1k ~am anJ thr...-.aJ 
\\·,n..-n 1..-,111..- fahra.:' 
!\.la.k·ur ;anid .. .,,, 11l 1..-u1k" 

·~· 11.Q. Destination of exports. 1986187. 0,n-cm~I 

EC34% 

Asia 28.7 % 

Imports of industrial raw materials and capital goods accounted for H5.6 per cent of roral 
imporrs in 1987188. The share of capiral good" in lolal imports rose from 33A per cent in 
1977178 lo 36.2 per cenr in i987/88 (sec Tahlc II. I I). Imports of raw marcrials rose al an 
unprecedented rare in 191'. 7 '88. Currenrly raw marerials account for around 50 per cenr of 
imports in Pakislan. The li;gn purchasing power of rhe rerurnc:es increases rheir demand for 
i:onsumer durahlcs. imports of which rose significanrly over lhc years. 
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Tabk II.II. Composition of imports b~- ~nd-uw. 1977178 and 1987188 
tM1lli<111.' of rup.'t.-,..1 

flan 1977 711 191t7 !Ill 

C1piul go10iJ.., 9 .. ll6 .W.350 
tJ.l.-Sl t:lf>.::!1 

C t>n...um.:r g110iJ.., 5555 16.0::!7 
119.91 tl..J . ..J1 

Ra"' lt1ill.:riah l::!.'l+l 55.:ll~ 

t..Jb.51 t..J9.31 

Tt1ul ::!7.!115 llUMI 
t llllh • llllll 

s,..,,, ... : F~-dt:r.al Bun."all of Sut1"'k.~. 
So•.:: Figun: in pan:111ht.~ Jc:no(c p.:n.-..-nt;igc ~han:. 

The prominenl role consislenlly played by non-electrical machinery in lhe import struclure 
of Pakislan is seen from impon dala presenled in Annex Table A-3. This calegory ha., 
dominated impons al lea'il since lhe mid- I 970s. if crude petroleum and pelroleum products 
are excluded. Transpon equipment is second in imponance. The strongesl decline in impons 
is found in iron and steel. an impon category that had been growing until the early 1980s. 
This trend in impon substitution is the result of the recent expansion of domestic ba.,ic metal 
production capacity. 

F"tR. 11.R. Composition of imports. 
1987188 (Percentage) 

l'ix. 11.S. Orixin of imports, 1986/87 (Percentage) 
ECJOJ"" 

-E8111416"" 

.lllplln 18 4 .. 
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.-JGl"RES 11.T- \": l":\IT \":\l.U: OF SEl.ECTED U\:\l"F:\CTl"RED EXPORTS IS per unill 
197778-1987:88 

•·iJ;!. 11.T. Ba...;n1ali rice 

Fig. 11.L Colton ~arn 
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The degre.: of import dependen'-·e in m•tnUfa\.·tures can he gauged from the share of imports 
in apparent nmsumption. Ac'-·ording to UNllX) estimates. ~he sharc of imports in apparcnt 
consumption reached llXl per cent in sc\eral '-·ategories of wood products. paper and paper 
prndm:ts. industrial chem;cals. iron aml sted and non-ferrous mctals during 1982 - 1984. 
Our of .is producl groups. for which \.'Slimates of imports in apparcnt '-·onsumprion arc a\ailatilc. 
thc share of imports in the apparent consumption of 21 pniJu'-·1 '-·aregories is as high as 100 
per cent* (in some categories lhe share \.:\Ceeded HXl per cenl). The lowesl share of imports 
in :!pparelll consumplion is found in tiltiJ pniJucls. wilh lhe e:\ception of oils and fats. In 
the te:\lilc induslry imports of pure and mixed Wtltll yarn accounled for .ill per cent of total 
supply during 1982-1984. 

Recently the government has remm·ed 162 c1m1m1iJities from the Negat;\e List of Imports. 
deleted 51 c11~nn11iJi1ies from various categories of the Reslrick'll List. and atiolish'-'\i the entire 
sub-lisl of items importable hy spei.:ilic industries. This impties that a wider number of items 
can now he readily imported. The government intends additionally to re111nve 1..io items from 
the Negative List hy 1991192. It is helie\·\.>J that these refom1s will make Pakistan·s protecti\e 
regime more transparent and that gains in efficiency will result from the exposure of industrial 
enterprises to competitive pressure. PniJm.:lion and investment adjustment will need to he 
initiated in arder to sharpen lhe rnmpetili,·e edge of producls. 

H. INDUSTRIAL LOCATION AND REGIONAL DEVELOPMENT 

G'-·ogrnphical dislrihulion of induslry is uneven in Pakislan. Balanced regional induslrializ&llion 
is lherdi.lre a major ohjeclive of lhe induslrial stralegy of lhe Federal GovernmenL An array 
of fiscal concessions and investment incentives granled by lhe Federal Government favours 
location of industrial enterpri.;es in hackward areas. The provincial governments treat the 
issue differently. The provinces seek solutions ta regional imhalances within lhe conlexl of 
their specific needs. and otkn pul forward the formula of provincial aulonomy for regional 
tialance in induslrialization. 

The explicitly slaled objective of the Federal Government is the redm:tion of regional disparity 
in industrializalion without sacrificing growth. Thus efficiency and equity have been the prime 
rnncems for resource allocation under lhe Federal Govemmenl°s industrial planning. However. 
localion of privale induslrial enterprises is essentially an entrepreneurial decision which \.·an 
easily he influenced hy the provincial hudgelary policies. sutisidies and concessions as well 
as institutional finance. While some policy parameters of the Federal Government farnured 
industrialization in tiackward arc;.is. the strong budgetary position of two industrially more 
developed provinces (Punjab and Sind) and the estahlished industrial cemn:s in those provinces 
allracted entrepreneurs whose perception of advantages generall~ related to resource 
endow1nen1. availability of raw material. manpower. infra,tructural f;Kilities. power. w;11er 
and the road network. This implies that the scale of industrial activity will expand in industrially 
more developed regions. 

Karachi emerged as the most indu~.trialized region in Pakistan. MV A p1•r rnpita in the rest 
of Sind Province was also well a hove the national av,·rage. hut Karachi had in the mid-1 IJXOs 
XI pt·r cent and 76 per L'ent of Sind"s fixed manufaLluring assets and gross manufaL·turin)! 
production. respectively. In 1980/X I. Punjah accounted for 65 per cent d industrial units 
with ;isscls less than Rs 0.5 million. The North-West Frontier Province tNWfP) is industrially 

• Tlww proth1..-t' '°""'' dl\.1i:i:rq:a1<·d ISi(' <"illq!t1r'I<"': vcn.:.-r 'ho:<· puip flll<'d1.1111l'.1ll pulp ••I f•l-ir<· 
olh<·r rhan "''"1(1. w•Hl(I pulp fd1"oh mi: i:ronk,>. "''""'I pulp '11lph11<·. w. ·1111 dl<'llll<'ill'. 11tann1111 o\ldn. 
lea.I"""'"'· h)drllJ!<'ll Jll''"'"''"'· <·;1k1111n 1·;iro11k. H'J!<'l;1hk rannmi: ''""'' h'rt1h1<·r,, 1111 pla1<·. ra1lw;1) 
1r;1<·k nMl<'IMI. '<';uni<'" 1111>o:'. rdm<·tl aml 11nwro11i:h1 l'oppo:r. 11nwro11i:h1 ah11111n111111. ;1l11rnm111111 h.1r'. ''""· 
;m)!i<''· .:ll' . al11rnm111111 1110..·, ;mil p1Jll''· 11nwro11i:h1 11n<· .• ind tm<· p!ah''· 'h<'<'I'. '!rip ;md foil 
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k~s 1.kvelopcd ar.d ranks third. whik the Prm im.:c ol Balul·histan n:mains the industrially 
kast dc,·dopcd rcgit•!! in Pakistan. The high '.\1VA pa capira in NWFP is due mainly to 
the prcscnl·c tlf the highly protitabk tobacco and sugar ir.Justries in the province. 

Pnwincial disparily in industrial development had its roots primarily in the relationship bi:twl"\!n 
agricultural and industrial production in difforenl regions. Industrialization in Punjab and 
Sind resulted in strong backward linkages strengthening the markets for the primar)· pnidul·ts 
~if the regions. The past pam.·m of industrial devdopment in Punjab was primarily attuned 
to the agricultur:il pniduction base near the industrial centres of the province. The emergence 
of Karachi as a dynamic industrial l·entre and the lack of industrial development in many 
parts of Sind was also largdy explained by the agricultural situation of Sind Province and 
Karachi"s ~tatus a~ a major port. 

In the 1960s and the 1970s industrial expansion took place mainly in the traditional branches 
of manufacturing. In the 1980s there was a brisk expansion of a limited rang..: of modern 
chemical. dectmnics and automoti,·e assembly plants. KarJchi occame the main scat of ti.1reign 
manufacturing investment. and its industrial structure was diversified with the establishment 
of giant industrial units ;n the chemical. pctrokum. non-ferrous and basic metal industries. 

The structure of fixed assets and gross manufacturing output as presenced in Table H. I:!. show~ 
markcJ difli:rcnccs in the degree of inJustrial l'.iversification in the four pr.winces. Overall. 
Sind's industrial structure is more diversified than other provinces. In the industrially kss 
devdopcd North-West Frontier Prc··!ncc food and tohacco dominate the industrial output. 
In the industrially lea~t developed Province of Baluchistan fabricated metal pniduct~ acc11un1cd 
for over 50 per cent of gross manufacturing output in 1984185. Baluchistan is also characteriZl'd 
by the virtual m~n-cxistencc of several l·a1cgories of manufacturing (sec Table II. I:!.). 

Under the Sixth Plan. the North-West Froncier Pnwinl·e im .ed almo~t as much in industrial 
infrastructure and industrial projects as Punjab. which was the leader in such investment. 
During the present Plan. NWFP is hy far the largest inv.:stor of funds for industrial and industr)·­
rdatcd projcxts. Bui the high s~nding is wholly cxplo..;?.ed b;. the fact that in NWFP much 
of the foundation of mtidcrn industry has yet 10 be laid. The marginal. mouncainous location 
remains an obstacle lo largc-scak industrialization. The same is true for mul·h of Baluchistan 
which is very thinly populated . 

. \!though prr.vincial disparity and regional concentration in industrial dcvdopmcnt arc likdy 
to remain. a !ting-term shirt away from Karachi is noliccaok. Since 1986 Karachi has Ileen 
plagued oy intcm1ittcnt ethnic violence and serious induslrial disruption resulting in investment 
flight from Karachi Ill Punjao. The following si::ction will focus on industrial development 
issU1: in the four pnivinccs of Pakistan.* 

Sillll 

Sind has a dualis1i1: industrial structure. Over 85 per cent of industrial capacity is concentrated 
ir Karal·hi districl whil·h has a strategic localion with easy access to regional marki::t:.. the 
Middle EJst in particular. In 1:oncrast. rural Sind has some of 1he most induslrially undcvdoped 
and oadward areas of lhc 1:ountry. such as the districts of Sanghar. Jacooaoad and Umarkot. 
Karachi"s prommencc also reflects the ownership struc1urc of industrial growlh in Pakistan. 
Industry and finance arc dominated oy a small numlicr of Karachi-oascd ·family houses' whi<:h 
control the major manufacturing and commercial enterprises. Industrial growth during the 
past decade has not resulted in a wide diffusion of ownership: ownership concentration has 
remained high in most rnanufarturing suoscrtors. De-regulation ami divestment ari: likely 

• 1'11r .inalyu,·al in1.-rpr,·1a1111n' 11f ma111r r,·)!ional 1111halan,·.: '"un. , ... ,. S. 1\kh;ir /.;11d1. ·R.:)!111n;1I 1111halanc.·, 
;ind n;11111nal ljt1l.',l111n in P.1k1,1an '"111'· md1c1111r''. 1:'1·1111nmi1· 1111d l'olt11111/ W,·,·H\' ! h·hrn;ir) 11. 1 'IH'll. 
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to benefit the leading business houses - Dawood. Munir. Colony. ltefaq. Bawany. Ban:wala. 
AJamjl.'C. Saigol. and others - as major ti.lreign investment and loan financl.-d projl.-cts usually 
involve negotiations with some of these groups. 

The establishment of the SinJ Industrial and Trading Estates (SITE) in the suburbs of Kar.ichi 
together with rapid infrJstructural developments attr.ick-d private investment soon after 
independence in 194 7 _ Sisler estates were establishl.-d in other parts of Karachi :md in Kotri. 
Nooriabad and Hyderabad. all in southern Sind. During the 1950s and 1960s sever.ii major 
public manufacturing enterprises wen: also established in Karnchi_ These indudl.'li the Kar.ichi 
Shipyard. the Pakistan Machine Tool Fil<..1ory and the PIA cngint.-cring work..-;hop. The discover} 
of ~·ast mineral resources at nearby Sui (in Baluc!listan) also acted as major impetus for the 
rapid industrial development of the Karachi area. 

The SITE area in the suburbs of Karachi encompasses 4.400 acres where 1.800 industrial 
enterprises arc located. These industrial units range from large motor assembly plants. 
multinational pharmaceuticals. engineering and electronic units to small- and medium-scale 
industries producing a variety of finished goods for local and export markets. It provides 
direct employment to 200.000 and indirect employment to some 2 million people. The 
possibility of establishing industrial estates at towns like Sukkur and Lamaka is being explored. 

The SITE"s Nooriabad Industrial Estate covers an area of 5.()00 acres capable of 
accommodating 3.500 to 4.000 small. medium and large industries. Since 1984. around 1.000 
plots have been allotted and about 50 industrial units have gone into production. It is expected 
that the estate will be able to accommodate 3.000 factory units by the end of 1990. Investors 
enjoy a five-year tax holiday and import duty exemption on machinery imports. SITE Ncxlriabad 
has excellent infrastructural facilities. including ground water supply and ail electric power 
sub-station of the National Grid Dislribution System. One gas well is reserved for Nooriabad. 
and gas supply is to be available shortly. The location of NcXlriabad halfway be1ween Karachi 
and Hyderabad and the proximity of SITE Ncxlriabad to two sea pons and th('. railway station 
at Jhimpur are added advantages. The good infrastructure and location arc major reasons 
for the relatively large number of projects initiated at Ncxlriabad in recent years. However. 
political disturbances. both in the interior Sind and in Karachi. m_y in fact lead to relatively 
very little investment in this area. 

The major objective of establishing the Karachi Export Processing Zone (KEPZ) was to attract 
foreign investment. However. out of 300 acres only 200 have been developed so far. and 
only 25 enterprises out of an envisaged total of 75 have gone into production_ In early 1989. 
employment was only one-tenth of the target. and exports were only one-fourth of the annual 
target of $125 million. 

Apart from the present security situation. there arc several reasons for KEPZ's low 
performance. At p.-escnt. development finance institutions do not allow long-term foreign 
exchange loans to foreign investors in KEPZ. Resident Pakistanis arc allowed only 40 per 
cent of equity investment in KEPZ projects. An increase in equity participation would pm.e 
a problem 10 the government in view of a consequential reduction in foreign exchange 
investment in KEPZ. This would also militate against the basic idea of attracting foreign 
investor-. to the Zorn:. The garment indusrrics located in KEPZ have hccn deprived of their 
textile quol<t under the pretext that idle capacity exists in textile industries situated ouhide 
KEPZ. Mmt of the KEPZ firms arc garment producers and could contrihute significantly 
to exports. The pre-.enl policies with regard to the Zone should therefore be reviewed in 
order to enhance ii' contrihution to industrial development. 

The present ethnic unre't ha' particularly affected the activitie' of a Punjahi husines~ da-.-.. 
the Chinioti,_ In the late l97Ch. this group played a key rok in reversing the 1.:api1al !light 
from Karachi. The Chinioti-. had heavy commitmcnh in key industrie' hut it' husine" 
confidence is hadly shaken. The 14 per cent rise in in•:eslmcnt sanl'lioncd hy the lnvcslrncnl 
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Promotion Board (IPBI. the Pakistan Industrial Credit and Investment Corporation IPICIC) 
and the Industrial Devdopment Bank of Pakistan llDBP> in Punjab during 1986- 1988 may 
be contrask"ll with a 25 J>l!r cent drop in Sind. The shift of im·estment to Punjab is continuing. 
and the rdul·tance to invest in modcrniLation has increased the number of sick units. 

In spite of the overall decline. there has been new investment in Sind in recent years. As 
Table IL 13 shows. thcr·: is a high concentration of projects in Nooriabad. which is also the 
location for the largest investment projc..'l:ls. Tlii:, is prohably the result of the good infrJstructure 
offered by the local industrial estate. Most new investment is taking place in the 
chemical/pharmaceutical industries and in electrical goods/dectronics. although projects in 
the latter industry tend to be of a modest size (sec Table 11.131. 
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Table 11.13. Sind - '.'iew industries sanctioned durin~ 1986-1988 
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This is partly the result of a series of steps taken by the government to revive manufacturing 
investment in Sind. A major study has been completed on restructuring sick industrial units 
but implementation of its recommendations is yet to commence. The scope of operations 
of the Sind Small Industrial Corporation has also been expanded. Under the Seventh Plan. 
it is to spend some Rs 67 million in both rural industriali7.ation and self-employment. Along 
with several SSI infrastructure and training programmes. this should help achieve a wider 
spread of industrial development. An "Industrial Relations Centre· has been established at 
Nooriabad to upgrade technical skills and to act as an industrial employment exchange for 
local people. These are important functions. given the rapid expansion of investment in 
Nooriabad in recent years. An Industrial Advisory Cell has been established within the 
provincial Ministry of Industries. Its principal concern is to act as a conduit for the transmission 
of industrial loan applications from private investors to the IDBP. PICIC and the National 
Development Finance Corporation (NDFC). The Cell has also been conducting industrial 
surveys and developing an information system. 

The Industrial Advisory Cell has prepared a number of thorough feasillility studies that have 
identified several dozen viable investment projects <listed in Tallie II .14 ). In contrast to the 
investment projects listed in Tallie 11.13. there 1s a predominance of the more traditional 
industries: food processing. textiles. wood products. The choice of these projects could reflect 
a cautious assessment of the future of manufacturing in Sind on the part of the Cell. Renewed 
industrial growth depends crucially on the restoration of investors' confidence in the social 
and ethnic harmony in Sind. * 

• The sla)?narion of lar)?c·sG1lc manuf;u.:fUring pr•11tuc1111n in 191!1!!1!9 1s tilamed on fhc polirirnl 1lisrurhances in 
Karachi. Sec (iovernmenf c;f Pakistan. f:1·01romi1· Suri·rr /9HXIH9. np. l'il.. pp. 60 · M. 
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Table 11.1-l. t"ra.'iibk indu..,.rial prujn"ts in Sind 
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P1111jah 

R'""n ..-.... 1.:r-. 
B1-.:u1t' 
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Stiap 
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Chip ll<•arJ 
fruit pr .... ·.:"m~ 
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Hour 111111, 
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flour nu((, 
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Punjah. aparl from tl\:ing Pakistan· s most popuious prm incc. is ri...-h in natural. parlirnlarly 
a!!rirnltural. rcsour...-cs and also ptisscsscs a highly adaptahk and har<l-\\orking l;1hour forl."c. 
The p;ice of industrial <lc\elopmcnt has quidcnc<l rnnsi<lcrahl) ... in...-c lale l9X6. Prcliminar) 
estimates show that gross fixed investment increased hy 15 per cent in tcxtiks. 12 per '-·cnt 
in chem Kais and I 0- I:! per ...-ent in food manufacturing <luring I 9XX'X9. Sin'-·c early 1989 
the industrialization str;1tcgy of Punjah prmin...-ial government has fa...-ilit;1tcd the rapid gnl\\th 
of private-sector 1mcstmcn1. 

lmiustrial structure 

The leading manufa...-turing hrnnchcs in Pun_j;1h in llJX4/X5* \\ere 1cx1iks. food manuf;u:turing .. 
induslrial chemicals. pcrrolcum relining. non-clccrrical m;1...-hincry. iron and steel. toh<KI."•' 
and non-111ct;11li'-· mineral produ...-1s h:cmcm). Together these ":l'tor' a1."wun1 li1r mer XO per 
l·cnt of the value of tixe<l assets and gross output. which i' dominat.:d h) lhl." te\liks and 
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li:10J inJus1ries. The inJus1rial chemi..:als se'-·1or is \\ell Jcwlorx-J and 1he share ,,f 1he non­
dt.>clrical ma..:hine~ suosc..:111r in gros' 11u1pu1 is higher in Punjao lhan in any olher pnl\ inl·e 
of Pakis1an. Punjao · s e:\lensiw small-scak seclor re4uires support for m0Jerni1;11iun of 
t.-quipmem. imprm·emenr of st.:ills and designs. and emrepreneurship Je\dopm ... ·nr. 

lnfra!->lruclural facililics 

The grow1h of infras1ru'-·1ural fat:i!i1ies ofkreJ lo inJus1ries during 1975'76-19~ 85 as 
prescn1t.-J in Taok 11.15 r~\eals 1ha1 lhe numhcr 11f new ekt:lricity rnnncclions remained 
\·inually slaok 1hroughout lhe years. and 1here was a oacklog of applica1ion for ekc1rici1y 
rnnnet:lions oy :h~ end of 1he period. The e:\isling energy gap is rnnser\aliwly es1ima1ed 
al 2.000 :\IW. Energy-~ving measures ha\e had some dl~cl during 1988 anJ l9!N. A 
fundamenral change in 1he energy oalance re4uires 1hc l·onslruclion of 1hc comrowrsial 
Kalahagh Dam which will haw 1hc en~nrual capa..:i1y 10 ~coc~a11· J.6lX) MW 11fhydn1t:kY1rici1y. 
The annual increasc in lhc milcage of roads W\crcJ oy 1hc Punjao Highways Dcpartmcm 
was slim. wilh dear grow1h 1mly alkr 1980 (sce TaOlc 11.15). Thc Dircelorah: of lndustrics 
anJ the Small lndustrics CorporJtion has sci up induslrial cstates whcn: fa..:ilities arc prmided. 
Su..:h cslalcs alrcady c:\isl in !\1uhan. Bahawalpur. Lahore and Siall.:01. 

Table 11.1.5. Punjab lnrr.1."ilrul"lur.11 facilities. 197.5176-198-1!8.5 
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The fosl grow1h of imc .. 1men1 in the'e estalc' h;1s only come 'in'-·c I 98X. \lost manuf;Klllring 
in\estmcnl i' ,1ill hca\'ily '-·oncemr;11ed in the Ji,tril·ts of Lahore. Fai,alahad. Gujranwala 
;ind Mull;m. :\n ·1ndu,1rial Free Zone· has hcen e'lahli,hed at Chunnian cncompas ... ing h0.()()() 
:1crc' under 1hc rc,fl(1n,ihli1y of 1hc Chunnian lndu,.1ri;1I b1a1c De\ dopmcnl Au1hority. which 
is a pro\ incial go\'crnmenl suh,idi;1ry. 

Polkie,. incentive' anJ institution' 

The prminl·ial go\l•rnmcnl ha' dc\dopt:d a wide r;mging poliq packag'-· tiir ... 1imul;11ing pri\;11c 
"c'-·tor iml·,1111cn1. The cmpha'1' j, on l·rca1ing ''" ·cnahling cm ininmcni' and on a gradual 
r•:dtll'lion of ... uh ... idic' · lhi ... i' m;uk inc\ i1ahk hy 1hc dra ... lil· rcdul'lion in federal hudgclary 
'11ppor1 lo lin<llll'l' lhc ddil'il of lhc Pun,iah (io\'crnmcnl. Thl· prm in\.·ial gmcrnmcnl. ho\\l'\\.'r. 
rrn1ain' p;1rtirnlarly h·cn [O l'<>nlinuc prm iding suh ... idi!l·d crcdil lo manufal'ltircr .... Thi ... j, 

a m;qor moli\\.~ hd1ind lhc go\crnnwnl dn·i,ion lo l''lahli .. h a province-\\ idc Punjah Bank 
"hi\.·h will prm idc holh comml'r\.·ial and dndopmenl financing ... en il·c .... lh r'-·la11011 ... hip lo 
lhc ccnlral hank 1hc Slalc Bank of Paki,tan and lhl· olhcr 'chcdukd hank\ Mn;1in' unl'll·ar. 
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Other stimuli include the creation of industrial estates. a phasing out of rnntrols on inputs 
and products and the provision of other incentives. particularly to investmenl'i in backward 
areas. Presently these areas include: Dera. Ghazi Kahn. Rajanpur. Khushab. Bhakkar. 
Miarwali. Chakwal. Toba Tek Singh. Vdiari. Qila Seikhapur.i. Hafizabad. Khaniwal and 
Mian Chunni. 

Two important government agencies have been set up to promote industrial development: 
the Punjab Industrial Development Board (PIDB). established in 1973. and the Punjab Small 
Industries Corporation (PSIC). constituted in 1972 as an autonomous body. The PIDB is 
the major holding corpor.ition for public enterprises. The Board seeks to supplement the etli.ut 
of private-sector investment by setting up projects which do not readily attrnct private capital. 
It has managed vegetable ghce. sugar. rice milling and textile units. In recent times. it has 
followed an activ;: policy of divestment both to other public enterprises and to the private 
sector. Companies managed by PIDB have an average debt-equity ratio of about 70 per cent. 
The Board itself usually holds 51 per cent of the equity stock. Total investment expenditure 
by the PIDB on completed projects was estimated at about Rs 3.000 million by the end of 
1988. Credit lines to PIDB have been extended by financiers from the United Kingdom and 
Japan. China has also provided a limited amount of hard currency loans. New projects 
envisaged arc fer the production of fibreglass. television tubes and paper products. Pakistan· s 
biggest paper mill. Kamalia. is lxing cstabli:.;hed by the PIDB. The cost of currently envisaged 
projects is estimated at Rs 4.629 million. with a foreign exchange component of Rs 2.699 
million. It is proposed to finance new projects through cash resources available with PIDB. 
divesture receipts. cash generation by the operating mills. etc. 

The PSIC is the main agent for the promotion of small-scale industry. Apart from providing 
advisory services for the development of entrepreneurial talent. it focuses on an estate 
development programme with full infrao;tructural facilities and common centres for facilitating 
transfer of technology. Such estates arc found at Sialkot. Gujrat. Gujranwala. Lahore. 
Bahawalpur. Dcska. Faisalabad. Jhelum. Sahiwal and Sargodha. and mini-industrial estates 
at Sahiwal and Gujar Khan. New industrial estates are planned for Jhclum. Faisalabad. 
Chakwal. Gujar Khan and Sahiwal. In 1988. about 2.500 fully-developed factory ~ites were 
made available on these estates. which arc expected to create job opportuniti~~ for 30.000 
persons. 

Prospects 

Prospects in Punjab arc particularly good for agriculture-based industrial products with the 
major exception of the textile industry which has more sick units in Punjab than anywhere 
else in the country. Food manufacturing. leather products. paper milling and carpets constitute 
promising product areas. There is also considerable potential for the expansion of the 
engineering industries - local. untrained engineering talent is abundant and the province 
possesses the 1nost diversified and versatile repair and maintenance industry (including spare 
parts production) in the sub-continent. There arc some major constraints on the development 
of these sectors: the shortage of regular energy supplies. inadequate on-the-job traini11g facilities 
to continuously upgrade production skills and diffuse production technology within the work­
force. and the lack of market transparency and marketing strategics. Investment packages 
which combine clements that overcome these constraints can he highly rewarding in pre~ent­
day Punjab. Such investment packages would usually involve co-operation between domc~tic 
private enterprises. public-~crror institution~ and multilateral linancial and technical as~i,tance 
agencies. 

North-W,•st Fromin Provina (NWFP) 

There has been a marked deceleration of industrial growth in NWFP. Several enterpri'e~ 
were closed down in the food and beverages. chemicals and iron and steel sub!'>cctor!'>. Th~ 
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main reasc.m for this Jisrurhing trend has tx-cn the escalating Cllsts of transportation which 
make rhe proJucls of NWFP uncompetiti\e compan.'\J with rhose of KarJchi anJ Punjah. 
Some of the raw materials for the production of t.'\Jihk oil anJ ght.-c arc importt.'\J through 
the port at KarJchi_ A kw Pakhtun 1h:al crhnic group) in<lu.'ilrialists an: linkt.'\J to this inJU.'itl'}·-

Much of the Jcman<l tor consumer anJ intemk.'\Jiate goods in NWFP wa..' hirherto met mostly 
hy Puajah_ An upsurge of small inJusrrics in NWFP has been Jue to the emergence of the 
local Pakhtun a..' industrialists to supply goods prc\iously prm·iJt.'\J hy Punjah_ A Clllllpetition 
for markers between Punjabi husinc:ssmen anJ Pakhtun is beginning to emerge in NWFP. 

Of the J million Afghan rdugt.-cs. 80 per cent arc said to be in NWFP. The rdugt.-cs could 
constitute a potential market for hasic nt.-cds. gi,cn the huge cash aid gra1a1t.'\J to them_ A 
large number of unskilk'\J workers haw gone from NWFP to the ~1iJdlc East. Their inward 
rcminant.·t.-s ha\·c ix'Cn 4uite suhstantial anJ ha,·e strcngthent."l! the inJu.~rial ha..-;c in the pro,incc _ 
Howewr. the dc\dopmcnt of a strong industrial ha-;c iargdy depends on the pro\ision of 
infrastructural facilities to industrial imcstment aspirants. :\ potential sl1urce of industrial 
imcstment could easily stem from the returnees from the ~1iJdk East. There is a nt.>t.-d to 
<lc\dop a commercial. cnlrcpreneurial mcnrali1y in 1hc minds of lhe rcrnrnecs in order 10 
com·ert rhcir sa\ in:,!s into industrial assets in NWFP. 

Baluchi.mm 

Baluchistan·s share of the rnunll'}.-s fiwd mam:facturing assets is only 2.7 per cent :md that 
of the gross \·alue of manufacturing prodm:tion is around 2 per cent. Such a low k\·d of 
industrial dc\dopment in the country· s largest pro,incc. which encomp:hses J5 per cent of 
Pakistan·s total land area hut only~ per cent of the populalit•n. kd to the grim reality of 
\WY low ~fV A pa rnpita. The MVA pa capita of Baluchist;m in the early llJXlh was R:-. 
27.~. compared with the nati,mal a\erage of Rs 1.205. This pnl\incc has hcen left behind 
in the pnl\:ess of indlhlrial de\dopment. 

The link indusll'} 1ha1 exists in the pro,incc is rnnccntratcJ in Huh near Karat.·hi. and nearly 
all industrial units ;1re •.1wncd hy pl:opk li,ing in Karachi_ The mains1;1y of the jll:opk is 
agricultun.: which is in need of moderni.1.atior:. Natural gas is the main source of income. 
Howe\er. the prmincc gets only a royalty of one-tenlh of 1he foreign e\ch;mge :-.a\eJ hy 
1he Federal Gowrnmenl. The pro\ince would ha\c ;ichic\c<l significant :-.Irides in the 
dc,·dopmcnl of cncrgy-inlcn'i'e hea\y indu:-.lrics if ii had hcen ahk 10 use its own g<1:-. rescne:-.. 
The prm inn: al:-.o losl " source of rc,cnuc when Huh w<1s declared ·1<1\·frcc · _ :\ numhcr 
of mines arc owned hy S<1rd<1;1rs \\ho preferred 1t1 sl;1y in Kar;1Chi r<1ther th<1n R<1lul.·his1<1n. 
ignoring lhe possihk induslrial <le\ dopmcnl of R<1lul.·hisl<1n. 

Then: ha\c hecn some imprmemcnl~. in :he crc;111on of infraslruclUral facili11es in R1luchis1an. 
;md the hackwar<l areas ha\c slowly hecn incorpor;11cd inlo 1hc houndaries of rclali\ dy 
de\dopl:<l areas. Ciiwn lh~· \;1:-.lnes:-. of lhe area and lhe 1hinly :-.cattcred popu!a1ion in lhe 
pro,ince. a region;1l spre;1d of induslries 1h;11 <l1!\:s nol s.1Crifo.:e dficienc) nel.."d' 111 he 
inve,1iga1ed in 1he l:on1ex1 of relurn' 10 sc;1k. There i~ an urgenl nel.."d 10 intnl\hll'e l.·hanges 
in the agricullur;1l s) st ·111 thal pre\ ;1ils in Ralul.·hisl:m. The s) sll.."111 of bnd 1m nership and 
1he panern of ;1gricultural production will need lo he ch;in~ed in order 10 enhanl.·I.." agril.·ul1ur;1l 
pnxhKlivit). Thesl.' l.·h;ingl·, ;md 1he exph1i1;11ion of mineral rl.'"1urcl.."s could ultimald) 
de1ermine thl.· n·onomic h;ise for induslrial expansion. 



INDUSTRY BRANCH PROFILES: 
RETROSPECTS AND PROSPECTS* 

A. FOOD INDUSTRY: UNTAPPED POTENTIAL AND OPPORTUNITIES 

Flxld prodm.1s. including beverages. accounl for around one-lhird of bolh gross induslrial 
oulpul value and MV A in Pakislan. Vegelable ghee and cooking oil. sugar and non-alcoholic 
sofl drinks con.'>lilule lhe major segmenls of food induslry. Processed fruil produ1.<s have 
bt.-come incn.asingly imponanl in lhe counlry·s expon profile. Although rhc pnlducl range 
of Pakisran·s food indusrry is fairly diversified. lhere remains rich unlapped polcnlial for 
funher expansion of rhc food indusrry. 

Vegetable ghee and cooking oil: towards di,·ersiftcation 

There arc aboul 80 vcgclable ghee and cooking oil manufacturing cmerprises in Pakistan. 
25 being in the pubiic se1.1or. The installed capacity is currently estimared at 927 .000 tonnes 
per annum. of which 504.000 tonnes is in the public sector. Although privarc firms outnumber 
public sc1.lor uni1s. local demand is largely met by the Ghee Corporation of Pakistan (GCP). 
the main public-sector holding corporalion. 

The tnlal ghee produ1.1ion ofGCP units was aboul 65.000 lonncs per month in 1987. co:npared 
with only 20.000 tonnes in lhe pri\'atc sector. The GCP units continue to sell lhcir products 
at lower prices becauSt: of the heavy subsidy granted by lhe government and arc run at any 
cost in order to mccr local demand. The ghee industry in the pri\'ate sector is suffering an 
annual loss of Rs 800 million.** In 1987. 30 private vegetable ghec manufacturing units 
were closed down due to the escalating cost of production. Raw materials such as cotton 
seed nil have 'ccome much more expensive. a sales tax has boi.-cn introduced on tin-plate 
(used for containers) and lhe impon surcharge has been raised. 

The pri\'alc unils arc now concenlraling l&lrgcly on lhe prnduclion of cooking nil because 
of 1hc changing pattern of cnnsump1ion (c1M1king oil is considered a heahhier pnlducl 1han 
ghee). II is lcchnically easy IO swi1ch produclion from vcgclable ghee In cooking oil. As 

•Tht• ,·hartcr f111:u...:• on th.: r.:tr11•ro:•·" ;md pr11•r.:•·t, of .i;l.:,·r.:il manufoi:runni: •uh...:.:111r• for whii:h ;uk411;1h: 
111lorn1;1111in "''' ;1\ad.1hk al l:!'ttl>O hc;1d4uancr' ;11 rh.: lime of prcp;irtn)! lh<· R.:nc" 

•• S1;11c111.:nr h~ rh.: l"hatrnliln of P;1l1,1an Vci:ctahl.: (jh,·c ;md Coolmi: 011 :\fanufal"lllrcr' ''"•ll"li11ton'. S.:.: 
f.,.,,,,,.,,,,,. Rnu..- 1Kar;Kh1. lk,·cmh.:r l'IKIO. p. 77. 
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the: GCP has a major stak in \"C:gc:tabk ghc:c: production. it has di~ouragc:d product 
diwrsification. h is. howc:\"c:r. likdy that the: shifl towards cooking oil will continue: in lhc: 
face: of a major Ji\·c:stmc:nt of the: public sector shares in this branch of manufacturing. 

Despite: a noticc:abk shifl from \·c:gc:tabk ghl.'1: to cooking oil in the: pri\·atc: .-.cclor. total 
production of\"egc:tabk gh\.-c increa..\\.-J signifa:antly in 1987!~8 (S\.'I: Anne:' Tabk .\-4). partly 
a.." a rl.-sult of n.'\.-cnt sak-s price lk.'\:ontml. Tik: rising t~nd in the Hllun"k: of pmdul.1ilm continul.-d 
in 1988,89. with an output of715.lXXl ton~s. and further increaS\.'S arc: l."Stimak-d for the: ll}9(ls. 

The rated capacity and actual pmduction of sckctc:J ghc:e companies I sc:e T ahk Ill. I ) show 
that many firms pc:rfom1c:d well in capacity utilization. In fiw out of 15 firms the: capacit~ 
u1iliza1ion rate: e:\ceedl.'d IOO pc:r cent of the: inslallc:d capal.·i1y in 19X7 88. probably h~ 
intmducing e:\lra shitis. With a kw exceptions. capacity u1ili1ali;m in other companies was 
satisfactory. 

Table Ill.I. Capacit~ utilization in selected ~hee companies. 1987188 

Rat.:J :\..:tual Capa..:it~ 

..:apanl~ pn 1<fu,·1 i1>n u11(11j111•n 
C1>111pam.:' tT1•nn.: .. 1 tT1•nn..:'' 1 P.:r,·.:nial!•" I 

,\,">.:1a1.:J ·'=' .1100 4o.55.• P.' 
Burma 011 _,o.mo 22. 7h0 7n 
i:,1ra..:1i1in 15.IMlll 
b11ma 24.IMlll 25.:"' 17 (Oh 

E1;;1f \".:l!.:lafik, IS.000 IS . .'20 1112 
Kablh.:I 2'1 .1100 2nJIOS '10 

l\1>han1>1>r 011 :!7.200 21.75 7 so 
I..:\ .:r Rn •th.:r' _,4.IMMI 41. IOS 121 
\11>r;1!..:1> ln.fu,ln..:' ( ').(Mii i 1.•.ss 1 ' 
\f;u1lio1•I ("., 11.5m 'l.21-l so 
l'un1;1li Otl .'tl.IMMI 27.'125 •12 
Sh. !·;1;;1( 2SJMMI IS.5111 Im 
Sur.11 (ih..:.: 2-UMMI 21A5h S•l 
l"nl\..:r,;11 24.tMMl 17Ah2 -, 
\\Mir .-\Ii •O.tMMI 41."42 '-"' 

The: dc:m;ind for \ c:gc:l;1hk ghec: is projc:l·lc:d ;11 1.000.925 lonnc:s fnr 1989 90. growm~ at 
11 per i:c:nl per annum. Thc:ri: is likc:ly 10 he a produi:1i11n shortfall of 172.000 lonnc:s. If 
C:\isting units ;ire: stimul;1tc:J 10 inl"rl';1sc: produl"lion 1hrough prii:c: and non·prii:c: inn~nti\c:s. 
!his short;1gc: i:;rn he: a\oiJc:d. Cii\c:n th.: high i:ost of produdion and the: hc:a\) suh,idy on 
the: prodtii:h of GCP. pri\atc: s.:1.:tor unih will n.:c:d to di\c:r,if) the: produd range: to mor.: 
prolitahk a\c:nuc:'. 

Thl.' larger .:n1c:rpri,c:s prc:.,umahl) ha\ l.' the: !..nm' -h11\\ and nwan' 11111 onl) to 'ur\i\c:. hut 
also to di\c:r,1f) the: prodtKI r;1ngc:. These: c:ntc:rprisc:' ;ire: al-.o imnl\c:d in oth.:r food-pn11..·i:"ing 
al"ti\ilic:' and in the: pnxlui:tion of l·hl.'miG1l-hasc:d i:onsum.:r go1xb 'ud1 a' soap and dc:tc:rgl.'nh. 
whil·h to an nlc:nl arl.' h;1sc:d on the: ... ami: raw matc:riak Thl.'). 1hc:rd·orl·. arl· lil..c:I) to tah· 
the: lead in the: rc:,trui:turing of Pakistan·, ghc:c: indu,lry. 

Sugar: from srridt'.\ to doldrums 

Pakistan's ~ugar indw-.try l'ni:ompas'.:' a traditional small-sl"ak '.:dor prndui:ing gur and 
.\lwk/.:ar I lump ;rnd hrown ... ugan and a largl··sG1k '.:i:111r using modern production llil.'thod,. 
The: lallc:r ha' gnmn rapid!) 'inl·l· lhl· 1111d-llJ<l4>.... with thl· 1111111hcr of mill' douhling to -l5. 
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The main reasons t'C.lr the failure to meet dl.mand were due not only to an unex!'t!Ctedly fast 
growth in consumption. but also to policy-related obstacles to the modern sector. and to the 
low productivity in agriculture. 

Pakisto:.n was self-sufficient in sugar production in the early 1980s. Per capita sugar 
consumption levels have grown r.tpidly and prices haw escalated. Annual consumption of 
sugar rose from 5 kg in 1970 to 18 kg per head in 1989. *The refined sugar output of 1.9 
million tonnes in 1989 was short of an estimated demand for 2. i million tonnes. Around 
80.000 tonnes have already been imported. The high international prices of $496 per tonne 
couplt.'Ci with a 20 per cent subsidy and distribution cost cauSl.'d a heavy burden on the foreign 
exchange reserves and government spending in 1989. 

Pakistan is the wortd·s sixth largest sugar-cane producer but yields arc only 35 to 40 tonnes 
per hl.-ctare - among the lowest in the world.** Although cane production peaked in 1981/82. 
with 36.6 million tonnes. only 14.5 million found its way to the modern mills (see Annex 
Table A-..1). The tonnage of cane crushed by modern mills in 1987/88 was 54 per cent of 
the total crop which came close to the 1981 /82 record. The peaks in the cane crops are related 
to price increases for cane producers: both the 1981/82 and the 1987/88 production peaks 
follow the setting of higher prices in the previous year. In the past. however. the price of 
sugar produced by the modern mills was controlled and there was excise duty to be paid. 
The traditional industries were exemp1 from these measures. As a consequence. a large part 
of the crop was used to "Tlake the more profitable gur and shakkar. Sind was the only province 
where the modern mills •Jominated the cane market. probably because of their relatively strong 
position in that province. and the weakness of the traditional sector. 

The sales price of sugar was <tel.ontrolled in 1983/84, resulting in expanding production. 
although there was a brief recession ·n 1985/86. New incentives. such as a two-year reduction 
in excise duty fo::- new mills. also helped to boost production. In the last production season. 
however. these incentives were withdrawn and the customs duty on imported sugar was 
abolished to compensate for rising world prices. The surcharge on cane to be paid by modern 
mills since 1987/88 probably exercised a negative influence as well. Although production 
of sugar continued to grow in 1988/89. it could not keep pace with the rising demand. Both 
the government and the sugar mills have established research institutes to enhan,e yields 
but research results .. re not disseminated regularly lo growers. 

The productivity of this branch of the food industry is also lowered as a consequence of the 
crude production methods in the traditional sector. Gurlshakkar producers extract only about 
50 per cent of the canc·s sugar content; the mills extract 80 per cent. and in recent years 
the extraction rate in many of the large mil!~ h.!.; increased. Given the large share of the 
cane supply which is processed by the sma1i .calc sector. its production methods represent 
a serious loss. 

Sugar manufacturers reacted adversely to the Central Government's decision 10 abolish customs 
duty of Rs 4 per kilogram on imported sugar lo compensate for rising international prices. 
and to remove two major incentives granted 10 the producers: exemption of excise duty on 
sugar produced in excess of the factory"s average production; and a 50 per cent excise duty 
rchalc for the first two years of production at new factories. These concessions had in the 
past enhanced the profit of sugar mills. The manufacturers arc trying lo convince the 
government of the ill effects of these measures leading lo a fall in sugar output. The government 
is of the opinion that the shortfall is artificial and stocks arc hcing withheld for speculative gain!'.. 

According lo the National Commission on Agriculture. hy the year 2000 demand for refined 
sugar will he lo the tune of 3.2 million tonnes. Measures may need to he taken lo fill the 

• Thi' i' still arnnnj! the lowest m the w11rl<l. rnrnp;1red w11h ~O k)! in devi:lor<-·d rnuntne,. 

•• 'SU)!ar lndu,try'. f:n11111111ir H1·1·i,·11· tKarm:hi. II.fay llJXIJ1. pp. 11'> I 20. 
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... ugar ~upply gap. E:\pansion ,if th .. • mot.km mills is possihk a ... liir.:ign 1 .. "\t."h;111g.: t.W•h ;1r.: 
rd;tti,·dy mot.k ... t sim:.: ..:urr.:ntly ahout 75 ~r .. -.:nt of sugar mill ma .. -hincry utili1t.·J is lo .. :ally 
m;mufadur.:d. E\panding the Gtpa..-ity of c\i ... ting mill ... 111 do~ th .. • gap \\ould ..-0 ... 1 ahout 
Rs IOO million in tcnns of Gtpital cxp..·nJiturc lin 1980 pri..-csl. San .. -1i1111 ... ;1rc n11 long .. ·r r.:4uirt."l.I 
for the .:stahlishmcnt of pri\ ate sector units in\ol\ing an im ..-... 1m.:nt of ks ... than R ... I hill inn. 
Thi' should. in prin .. -iplc .. stimulate th .. • c\pansion of pri\ at..· sector im cstmcnl in th.: sug;1r 
industry since an a\ .. ·rage moJcrn sugar mill .. -an ~ .:slahlishcd for kss th;m one-third 11f 
this amount. 

The policy cm ironmcnt liir lhc modern mills could 0..- imprm.:d in sC\cr;1I r.:s~t.-h. The 
gowmmcnt".., poli .. ·ics for rhc 1r.:J!:i11nal ~1.:1or could also tlt: re\ i:-.t.-d. W~ik there arc import;mt 
"'1t.:io-c..-11nomit.· gains in support of the ..,mall-s.:ak ... .:..-tor. it i ... ..-kar.. in the prc ... ..-nt ..:;1sc .. 
that the traditional ... ..-..-ior i ... not an dti..-icnt u ... ..-r of ..-an.:_ II is abo rcali1:cJ that the in..-rca ... ..­
in rdin.:d sugar ..-on ... umption will in the medium- and long-1.:nn lead to market 111 ...... ..- ... for 
tr;1di1ional produ .. ·r.... ~kasur..-... may thu ... 0..- nc .. -Jcd to make the traditional ~..-1nr more dti..-icnt. 

Th.: l\\n main hy-prnJu..-rs of ... ugar production ar.: haga ...... ..- uh..- fii1 .1 ... residue of ... ugar­
can.:1 and mola ...... ..-... la thick ... yrup ... ..-paratcd from sugar>. Baga ...... ..- .. ·an hi: u ... ..-d to g.:ncratc 
d.:..-tri .. ·ity and or to proJui:.: tihn:hoard and pa~r. The former i ... already taking plat.·.: on 
a large si:alc. In fai:t.. the ... ugar factories ha\ c a power ... urplu .... and arrangement ... 111 kcd 
thi ... power into rh.: nalional dn:lriciry grid may hi: i:on ... idcr.:J. 

Paki ... tan·.., mola ...... (".., production is roughly half the amount of ... ugar produced .. and is almo ... 1 
wholly t:\port.:d at low pri..-..-... _ The material could 0..- u-• ..-J to pniJu..-..- mor.: indu ... trial akohol 
- which only hap~n ... on a \cry 1111iJ..-... 1 ... ..-;1k. Thi ... ag;1in could. among other mc;i...ur..- ... . 
rcdu..:c the need 10 import high-octane hk·nding ..:ompounds for ..:ar fuel. The pniJu .. -1 i ... . 
moreover.. non-polluting. ~folas ... ..- ... ..:ould abo hi: ... uojc..:tcd to a J..- ... ugari1:ing pnx:..-...... 111 y idd 
li4uiJ ... ugar. Thi ..... -oulJ 0..- u ... ..-J. for cx;1mpk. hy rh..- Oc\crag..-... indu ... try. rcJu..:ing the 
... uppkm.:ntary sugar import ... now needed. 

BtT<'r<lg<'s: .filling th<' supply gap 

Thi ...... uo ... c..:tor of manufaL"turing in Paki ... tan ctKompa ...... ..- ... ;1 wide range of non-;1koholi .. · drinb 
... u .. ·h a ... a.:rat..-J \\<tier. fruit ll;I\ ourcd drinb. fruit jui .. -..-, •. 'lJUa..,h..-, and syrup .... Th.:rc art: 
llJ..i Oc\ .:rag.: fai:tori..- ... in Pakisl;m .. \\ ith a wmhin.:d in ... 1all.:d •. .-ap;Kily oi" around I .JOO million 
ho11k ... per year. 

:\lmo ... 1 one-half of the .. ·apat.·ity i ... lot:alt:d in Sind. and mo ... 1 of th .. • remaining capacity in 
th.: Punjah. ,\, :\nnn :\-h shim .... growth in rhi ...... uh ... .:.:lor of m;mufa .. ·1uring has h.:..-n r:1pid 
in th..: 1980 .... hut th..- ... upply gap p..-r ... i-.h. 

:\cr;11cd water h;1.., long O.:.:n the mo...I important pn,.luct in this hr;mch of industry. :\1 pr..-... .:nl. 
in ... talkd cap;Kily is I .(MK) million hollks per year. But the d.:m;md for fruit jui .. ·..-, is ri,ing 
rapidly. Produ..-tion is cx~ctcd 10 rca .. ·h -l02 million ho11b. in 1989 90. ''hiL"h m..-an ... that 
in ... 1alkd capacity of linns hcc Tahk 111.21. ni.isl of it local.:d in Punjah. \\as prohahly almost 
fully u1ili1:.:d. Output is e\~t.·ted to gnm hy more than llKI per cent hy 1')1)0, 111ud1 of 11 
.. ·oming from n .. ·w unih prodLH"ing fruit juic.: in paper pads. in line\\ ith pr .. ·wnt t.'1HN1111.:r 
preh:r..-11..-..:-.. h ~n wilh this expan-.i11n of pr11dtll'ti11n. lhcrl· \\ill ht.· an ..-,1i111atcd supply )!<tp 
of .'lllllt.: 5-lO millilln h1111ks. if no further npansion is 'an...ii11n.:d. 

Th~ )!rll\\ in)! l·onsu111..-r pr.:krl·n..-.. · fnr 11111rl· m11nti1111' fruit 111it.'l' and fruit ha, .. ·d drmb a11)_!ur ... 
\\di for lht.• industry·, promislll)! furur..-. Th..- pr1•d1tl'l11111 h;1sc \\Ill llt."l'd 111 h .. · l'\p;md..-d a' 
lllrrt.·1111~ !ht.• d11111l·,1i .. · fruil ju1l·l· 111d11,1r~ al·t.1111nr... Im 11nly I :'.4 p..-r ..- .. ·n111I 1h .. · 1111;11111;1rh·1 
l11r ,1111 dnn~' in Pa~i,lan. 

Th..- c\porl p111..-nrial of rh .. · lrull 1111 ...... 111dus1ry ha' t.'\o~t.·d lhl· i111..-r .. -,, of lorcJ)!ll lim1'. In 
l'JXX. \krr..-rs C1)!;11 S11u1h "''a I.rd. 11! S1n;:apn1-..· l·,rahlishnl a \\holly m\Jll'd ln111 1111rt.· 
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Tahll" 111.2. ln..;tallnl capadt~ of fruit juice. 1987 

lkn1 
Sh.:.ran 
T1•p' 
fn.,.t 
Baml>i11t• l>.G. 
Kamran 1fn">1"1 
fruul.a 
\fonali1a 
fruit Sar 
Conrin.:ntal 1 Ch.:r~ lkr~ 1 
:\ml>ro,ia lnt.:rnati1mal 
\lalil. hkl\I 1 lk,11 

T"tal 

l"p.:oming uni1' 

Sahi"al fruit 
fa\\aJ Limit.:J 
O.K. Frui: foi.:.: 
:\l>t>a,m 
:\nnat f,,.iJ 
Br•k•I..: BonJ 

T1>1al 

L1•1:ati1>n 

L..th••r.: 
Lah1•r.: 
P1nJ1 
Lah1•r.: 
Khan 
Kara.:h1 
Kara.:h1 
Kar;•.:h1 
\luhan 
Kara.:h1 
Hui> 
Lah1•r.: 

Sahi\\al 
\luhan 
\lulran 
\larJan 
Sh.:11..hupura 
Khan.:\\ al 

So11rt"I': f:,-,,,,,,,,,;,· Rn;, .... I Kara.:hi. :\ugu't I 9S7 I. 

Capa.-11\ 
1\l1i!1on fl.•llk'I 

-15.11 
-15.tl 
15.0 
I S.11 
5-1.tl 
IS.II 
I 2 .11 
'15.11 
11.5 
I S.11 
5-1.11 
IS.II 

\lillu>n pap.:r ra-·i., 

2.-1 
2.11 

72.0 
12.11 
22.11 
12.0 

122.-1 

prodm:ing plant al Sargodh. Punja'-1. c:xdusin:ly corn.:c:rnc:d with c:xporting Io Europe: and 
the: ~iddk East. The: plant has !"llannc:d lo utilize: lh(" latc:st tc:chnology and to rdy upon Cagilrs 
c:xtc:nsi\"C: intc:mational conlacts to dc:\"dop its markc:t. The: plant is to ha\"C: an uhi:natc: produl.·tion 
capacity of 16.500 tonnc:s pc:r annum. It would consume: 10 pc:r cc:nt of the: prc:sc:nt tdal 
production of orangc:s in Pakistan in the: first phase: of its c:stahli!fo11c:nt. The: projc:ct is c:slimatc:d 
lo cost around Rs I hi Ilion ( ~- 75 million al prc:sc:nt c:.\changc: ratc:sl with a forc:ign c:xchangc: 
rnmponc:nt of ahoul 60 pc:r cc:nl. Rs 49 million arc: lo he: spc:nt on in;porting ma1.:hinc:ry and 
c:quipmc:nl mainly from Europe:. 

In spite: of 1hc: wide: range: of c:quiim1c:nt mm made: in Pakistan. 1hc: c:rrginc:c:ring indu~.try i:-. 
c:vidc:ntly not supplying high quality c:quipmc:nt for the: soft-drink indu:-.1ry. The: nc:w C;1gill 
plant could olfrr an opportunity to lranskr the: lalc:st lc:chnologic:s to Pakist.m manufacrurc:r' 
in ordc:r 10 produce: high qualit) hc:\Wagc: c:quipmc:nl. Imports of hottk dc:ancr:-.. rdrigc:ralion 
c:quipmc:nl. watc:r hoikrs. hottk coll\C:)ors and :-.yrup tanks arc: rc:slril·tc:d and c:nic:rpri'c:' 
arc: c:xpc:l.'lc:d 10 allocate: 70 pc:r l'C:nt of c:quipmc:nt npc:nditurc:s lo loc1I purl·ha'c:'. 

Milk producf.L t'Xploring 11t·11· ll\'t'llllt'.\ 

Paki:-.tan ... pc:nd' a ... uh:-.l•intia! portion of irs forc:ign c:xchangc: on !he: import ol ... trainc:d milk 
produds. The: pt·r rnpita availahility of milk incrc:a,c:d from XlJ li1rc:' in llJX."\ X4 to ')5 litre:' 
in 1986 87. The: l1K<il production of milk from animal' l·on,lilulc:' ahout 97 p1.:r l'l.'llt of rhc: 
h>lal milk 'uppl~. The: rc:mainin!! J pl.·r cc:nt i' llld hy imporr'. Tahlc: Ill..~ ,11011' the: \ ;du1· 
of milk. ncam. and hahy milk food import' in the l1JX1i.... 

:\lthou!!h 97 pc:r cc:nt of Pak i'tan ·' con,umption of milk prndul·h i' l'O\ c:r1..·d h~ donll''I IL' 

production. importl·d milk prodlll'h l·11n,titulc: one: of the: 111qrc 1111portant food import Glll"!!lll"ll''-. 
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costing Rs ..J::!6 million in foreign exchange in 1986/87 _ Per capita consumption of milk.­
based baby foods is rising and the supply gap is growing. 

With a view to enhancing the production of milk products. two new companies have been 
gr.inll.>d pem1ission_ Milk Pak Ltd .. Lahore. will haw annual capacity to manufacture 6.000 
tonnes of instant milk powder. 2-500 tonnes of infant ti.lOd baSl.'ti on milk. and 2.100 tonnes 
of cereal-b.iSt.-d foods. leading to a total production capacity of I0.600 tonnes of strained 
baby food_ This is a joint \·ent!.lre with Nestl~s of Switzerland. It appears that the Swiss lim1 
has a~reed to allow the export of locally produced infant milk and baby fry.Js under its brand 
name. There arc clear signs that the supply of milk-based baby fooc.t will tJe inadequate to 
meet the growing demand. and there is a need to 1dentiiy some alternatives_* 

Raw mate1 ials for the production of alternative products to supplement milk-based baby food 
are a\·ailabk in abundance in Pakistan_ Infant foods based on fruits and vegetables have the 
same nutritiw value as those solid foods that are used as supplements to milk formulations. 
It is unfortunate that the country·s abundant supply of fruits and vegetables has not been 
used Ii.Jr the production of strained baby foods. Experiments have shown that the nutritive 
value of vegetable protein mixture is greatly enhanced by mixing it with a small quantity 
of milk protein_ This would create a linkage between vegetable and milk processing. To keep 
pace with the ~rowing demand fix infant foods in Pakistan these new avenues could be exploR-d. 

Table 111.3. Imports of milk, cream and bah~· food, 1982/83-1986/87 
t \Ii II ions of rupt.:e'l 

Y.:ar \lilk anJ cr.:am Bah) nulk fooJ 

19X:.'! XJ 57J.CXl 76.00 
19XJ X4 451.00 64.00 
191<4 X5 461.00 60.00 
I~ 5 X6 456.00 ::!::!4.00 
J9X6 X7 426.00 16.l.(X) 

.'io11rn·: G1J\.:rnm.:n1 of Paki\lan. h:J.:ral Bu;.:au of Stati\ti.:~. 

Table 111.4. Exports of biscuits from Pakistan, 1971/72-1985/86 

Quanlll) Value 
Y.:ar t '.\ktri.: tonne' I I \1illion rupt.:.:') 

!971 T!. 669 :.'.:.'-'7 
1'>7:.' 7J 5J5 2. 7:.'0 
197.l 74 599 4.:.'50 
1974 75 5'11 5.::!40 
1'175 7'1 .l5 I .l. 770 
197'1 77 2:.'5 2 .. l:'i.l 
1977 71! 115 I.I()() 

l 1>7K 711 l.l::! 1.720 
1•>7'1 XO 145 I .X6fl 
l'JXO XI :.'!4K .l .. l65 
l'IK I X:.' :.'! l.l .l.4'\ I 
I IJIC X.1 .'96 I0.40'J 
l 1JK.1 X4 J~f., I:.' .::!:.'O 
l 1JX4 X5 259 5 .6.1.l 
l'JK5 X6 I 11.1 .1.57K 

• ,\l1.-r11;1fl\O:' 10 rrnlk·ha,l'd hah\ food ar,· d1'<·ll"<'il in \f.\f. ~~atri. ·s1rain,·d hah\ f•w•d 1r.d11,1n in P.1~1,f;m·. 
/'11~111111r 111rtl (iulf f.101111111111 ll~lamahad. h·hrn;1r} ·l IO. l1IK'l1. pp 111 <ind 20: . 
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Biscuit production: upsurge of im·estmt'llt 

There has been an upsurge of investment in the modern plant facilities ti.lr the manufacture 
of biscuits. wafers and confectionery items in Pakist:.:'.l in the last 15 years. Concurrently. 
biscuit production has risen in consecutive years and by 1985/86 it real·hed 36.800 million 
wrines. rnmpared with 23AOO million tonnes in 1981182. Today the count!}· is self-sufficient. 
and a substantial quantity is also exported to Afghanistan. Tunisia. the Middle East countries 
and the Gulf States. Table 111.4 shows that exports rose significantly until 1983/8-l. A drastic 
fall in the \·alue of exports in recent years was largely due to lost markets as a result of severe 
competition. 

The demand for bi:scuits is projected at <H.338 tonnes fix 1990 91. Encouraged by the positiw 
consumer response to fine-quality biscuits se\cral l·ompanies ha\e embarked upon ambitious 
plans in collaboration with world-renowned biscuit companies. Se\·eral new projects abo 
came on stream. Details pertaining to prodt!\:tion capacity and project cost of biscuit firms 
arc presented in Annex 1 able A-7. 

B. TEXTILES: REVERSING THE LONG-TERM DECLINE 

The textile industry in Pakistan is of great significance in ter •1s of its contribution to employment 
and exports. The production of collon textiles predominates. despite the existence of a large 
jute industry. an increasingly important carpet industry and synthetic textiles. Although the 
share of textiles in MV A fell from 32..+ per cent in 19 77 to 17 .-l per cent in 1985. the industry 
:.:urrently employs 28 per cent of the total labour force and accounts for around 56 per cent 
of the country's total exports. 

The collage and small-scale segments of the textile inJm.try employ more than double the 
number of workers employed by the large-scah.: mills (see Tabh.: 111.5 ). In contras! to the 
imiustry·s signitkanl growth in the 19:'\0s and 1960s. production and exports stagnated in 
the 1970s and a large part of the industry became 'sick' in the 1980s. In 1988!89 rnlton 
doth production stood al 123 .5 million s4uare metres. compared \\ ith the peak le\·cl of 625.J 
million square metres in 197017 I. Th1.: decline in collon doth pr0Ju1:tion in large-scale 
manufacturing has been essentially Jue to a loss of output to the smali- , ale sector because 
of Ii seal ,rnJ lahour laws. Despite this Jedine. market leaders in textiles rank among sUlTessful 
enh:rprises and rewin the highest share of gross fixed capital forma1io11 within Pakistan 
manufal'turing. 

In the pa-.1. textile exports rnmpri-.ed mainly yarn and grey doth. Over the years there ha-. 
been signilkant growth in the e.xports of -.ymh.:tic lextib. Garments. made-up article-.. hmier~. 
canva-. and tarpaulin have also emerged a-. important export items. Textile e.xports rose from 
~610.52 million in 1978179 to S2.-l94. 72 million in I 9X7 /88. The export unit value of Pakistan 
textile-. Je,lined for the United Stale' ";p, S0.5-l per square metre 111 19X51Xh. rnmpared 
with SI .6.i for the Repuhlil· of Korea and S 1.51 for India. The rclati\cly low unit v;1lue of 
Paki-.tan textile export' rellects partly J)(K>r quality produl'ts targeted for the low-inrnme groups. 
It abo rellech the fact that grey rather than dyed. bleal'hed and printed doth i' exporle4i. 

A 'uh-.tantial portion of the c11u111ry ·., l'Otlon yarn e\port is de-.1ined for Japan and till· l<epuhlic 
of Korn. while lhl· I 'nilcd Stall''> i-. an imrortanl 111;1rkc1 for rl'ady-111adl· garmenh. hmil·ry 
and lcmds hl'l' Tahk lll.61. Synthl·r,, 1n11ks arc expork·d mainly to rill· United Kin).!dorn 
and ~audi Arahia. Saudi 1\rahia is . . 11 1111por1an1 market for knh and l0 olll\ as. 
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Table 111.S. 0\"en-iew of the cotton textile industry. 1988 

.·\ _ ltirgt··-~cale mill .~e.-t<>r 

I. Spinring 

.:?. Composite mills 

) _ Finishing 

~-Garments 

Tocal 

B. Cottagt• s1m1ll-.~.-alt- .~•·.-tor 

I. Pm.\cr looms 

, Finishing 

3. Towels 

-t. Garmenls 

5. Hosiery 

Tora I 

:-.:umh.:r of 
units 

ll!6 

.... 
IO 

50 

l'\-20.000 

150 

160 

.:?.51XI 

550 

Sour.-.·: S.:\'enlh Plan Working Group Repon T.C.O. 

Et.~uipmenl 

-t.7:! milli1•n spinJks 
induding r.itors 

(6.000 (0111\\S 

.1.IXlO sewing nla\:hin.:s 

HXl.OOfl looms 

2 .51Xl looms 

l!OJXIO sewing machines 

HUXX) knitting machines 

Table 111.6. Main markets for Paki'itan's textile products, 1987188 
fl\fillinns of dollars) 

Tn1al e\pons 
from Pakis!an Main markets 

Comm yarn 5-tl.01 Japa.1 
Repuhli.: of Kore•• 

-tX5.-tO United Kingdom 
l: nireJ St;llcs 

Ready -made garment' J-t9.91 UnueJ Stales 
<iermany. t'eJ. Rep.d 

1.1-t __ l-t li niced Scales 
G.:rmany. Fed. Rep.of 

200_ 9_1 Uniced S1;11e' 
(i.:rmany. h·d.Rep.of 

I l /.-t4 liniled Si;Ue' 
(i.:rmany. Fed.R,·p.of 

19!Ul4 l '.nited Km~dom 
Saudi Arahi;1 

_l() _l_l Saudi Arah1<1 
IJuhai 

Sourn•: /'11/.;i.111111 mu/ <i11/f f.m1111111111 !April l:'i 21. l9X91. 

Dir~"\:t 

emph•y·men1 
C fa1ima1es1 

150.000 

1.00.) 

5.0IX> 

156.00.) 

150.000 

6.000 

-tJXXl 

150.(lllO 

20.IXXl 

.HOJXX> 

315. I 
64.7 

54.2 
-t.J. I 

IOX.9 
-t7.X 

56.5 
24.X 

-t l.O 
25.X 

-t0.5 
Ill.I 

-t7. I 
.19.h 

11>. 7 
I.'> 
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The lcxlilc induslf} is im:rcasingl) exposed lo nco-pro1cc1ionism on lhc world marker. !'he 
export of Pakislani 1cx1ilc produl·b is restrained hy quola rcs1ric1ions i;nposcd hy lhc Unilcd 
Stales. lhc EEC. Canada. Sweden and Finland wi1hin lhc framework of lhc '.\foltilihre 
Agreement IMFAl and hilalcral agrccmcnls. These non-lariffharricrs. however. advcrsdy 
atlel."I only '!.7 per cent of 1cx1ilc producls in Pakislan. Although a major rdaxalion of lhe 
Unilcd Slates quola for Pakislan lcxlilcs announn:d in talc 1989 may lead to higher exports. 
the narrow pro<luclion base. ou1da1t.'<l tcchnology. inadequate research. limited pnxlul·l range 
and increasing quality rnnsciousncss in importing countries will need lo be addressed. with 
a view to sustaining textile export pcrfom1ance. Non-lariff harriers arc generally imptlsl·d 
on the quantity of pnxlucts. This calls ti.lr an improvement in quality in order to sdl lhe 
restricted quantity at a high price. In this context Paki:-.tan is facing stiff competition from 
other developing countries_ Pakistan·s garment industry seems to be losing its competitive 
edge to polential competitors in textile cxptlrls. mainly to China. Japan. Republic of Korea. 
Taiwan Prm-incc. India and other countries of South-East Asia. especially Indonesia. 
Bangladesh and Sri Lmka. However. cotton yam exports of Pakistan to Japan and East Asia 
continue to n:1ain lhcir pt>pular image. Several measures have already been initiated to boost 
high value textile gtxxls exports. 

Pakistan is in the pmcess of developing a long-lenn textile strategy. The First National Textile 
Conference* held in April 1989 recommended: 

al establishing a federal textile ministry: 

hi ahandoning the old MFA negotiating strateg)' adopted hy Pakistan in the past lthe 
major concern of which was achieving a marginal increase in quotas): 

Cl developing target markets: and 

d) encouraging direct foreign investment especially in lhc quality prnducl areas. 

Pakistan will hopefully be able to strike a balance between a domestic demand-oriented. mainly 
labour-intensive industry pnxlucing cheap and durahlc pnxlucts for low incPmc groups. and 
the need to rapidly expand the production of quality tc-.1ilcs and wearing apparel. To achieve 
the lauer. rationalization initiatives need to be implemented. Fashion and design centres need 
to be developed and possihilitics for extensive collahoration with intemationa! firms I particularly 
those hased in South-East Asia) could be explored. Although raw couon Cllports arc a major 
source of foreign exchange they arc mainly destined to countries whose collon textile exports 
compete with those of Pakistan. 

Collon ram 

Collon spinning is Pakistan· s single largest induslry. Although its growth prior to the mid- I 970s 
was fast. the quality of pnxlucts was poor. and 1here was too little investment in modern 
pnxluction methods. A period of contraction followed. The situation was cxaccrhatcd hy 
lack of investment capital and irn:reascd import duties on spinning machinery. As a consequence 
of the reduced output of yarn. Pakistan was unahle to fully exploit the export potential for 
textile pnxlucts existing at the time. Frnn1 1985 onwards. liberalization of imports and 
investment sanctions as well as the reduced restrictions on location have led to strong ·:apacity 
expansion in the spinning industry. Between 1988 and 1990. more than one million additional 
'Pindlcs were imported for installation. 

The improved ptllicy environment is dearly vi"ihle in the expansion of prcxluction (sec Annex 
Tallie A-8). There was a 42 per cent increase in yarn production hctween 1985186 and 1987/88. 
The 1988/89 prcxluction was forecast al 779 .()()() ronnes. representing another U .8 per cent 
increase during the year. Quality ha" also heen improved. with a shift in production from 

• h•r :in an;il)llral fl"Vll"" of till" prohk111' and pro,pn·h ol 1h,· 1.:,11k 111d11,1r~ 1n f'ak1,1;m. w.: /'11~1•11111 ,,,,,/ 

< i11fl l·.rn11n111/\t. ·Tn11k 1n<111,1n 'p.:.:1al r.:port" f "t;1mahad. 1\pril t :'i 21. I 'IX11J. pp. :!fl -l:! 
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coarse- to mt.'llium-count yarns. Exports \"irtually doubk'll betwecn 19~/85 and 1988189. 
rea~:hing up to 292.000 tonnes in the latter year. with the proportion of medium-count yam 
inaeasing to 45 per ct:nt in 1987/88. Even so. there is a nt.'l!d for further improvements. 
The spindles being installed at present run at twice the spet.'ll of the old ones and are more 
rnst-cfficiem. Accelerated replacement would thus hdp to raise production and lower 
production costs. 

There is an additional reason for increasing quality and lowering cost. The a\"erage price 
of cotton yarn in the world market had fallen to $2.14 per kg by the end of 1988 compared 
"ith a unit value of $2.57 per kg ti.1r Pakistan cotton yams in 1987 /88. This meant that the 
price of Pakistan cotton yarn was no lower than the prices prevailing on the world market. 
The costs of electricity and packing materials are higher than those prevailing in neighbouring 
countries. The changes that take place ir. principal market destinations are also posing challenges 
•o Pakistan. The Japanese are investing heavily in the United States with their latest technology 
with a view to exporting cheap textiles to some Latin American countries for conversion 
into garments. In the face of global textile restructuring the demand for quality is rising and 
competition is becoming increasingly severe. 

A polyester fibre project is being set up at Hattia!l in the Sarhad Province at an estimated 
cost of Rs 2.14 billion ($1 '.O miliion). An important industrial fin;1 of the country with long 
cxperieni:e of th.: textile industry is spon'ioring this project with the participation of two well­
known transnational corporations. one from Japan and one from the Republic of Korea. The 
two transnational corporations will each contribute about 12.5 per cent of the project cost. 
They will supply raw materials and production technology and the Japanese firm will arrange 
a foreign loan. Total production capacity is estimated at 52.000 tonnes of polyester fibres. 
of which 13 .000 tonnes will be purchased by the Pakistan partner. 

Collon cloth 

In cotton doth production, the formerly dominant position of the large-scale mill sector has 
tJCen strongly eroded. From its production peak of685.3 million square metres in 1970171. 
its output has declined to less than 40 per cent of that figure in recent years (sec Annex Table 
A-8). The number of looms was almost halved during the period. The small-scale power 
loom. which now provides 88 per cent of the cotton cloth output, owes its strong growth 
to inccn1ivcs made available in 1968. such as excise tax exemption for units with up to 4 
power looms. Under tht>se circumstances it is only logical that there has been very little 
investment in the large-scale mill sector. and that most equipment is obsolescent, with product 
quality suffering as a result. 

The quantity and quality of cloth produced by the power looms sector has also become a 
cause for concern. Small enterprises usually do not have the possibility to finance modern 
equipment and consequently their outF~ll mainly consists of grey cloth of inferior quality. 
Output in the sector declined in 1987/88. Some years ago, the government approved a policy 
package to modernize the power loom sector, with Rs 25 million being made available annually 
during 1987 - 1990 for loans to purchase locally produced automatic looms. Part of the export 
was specifically reserved for products of the sector, and funds for bulk purchase of yarn 
were also made available. But due to the lack of organization within the sector. ar,d to the 
strict regulations of the allocation of loans. the response to these incc1: ives has remained limited. 

Further growth in the textile sector is likely to be concentrated in factorie'i using shuttlcless 
looms. These arc being established independently from the large-scale mills. and arc expected 
to supply 120 million ~;quarc metres hy 1991/92. The daily output ,;f these looms is not only 
more than six times that of a conventional loom, but the quality of the product is also better. 
and production costs arc lower. They need better quality yarns, and arc thus likely to stimulate 
modcrni1ation in the yarn industry. 
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During th( 1980s. th( share of (Xporls in lotal doth prodm.:tion has usually 11\.'Cn arounll .~5 
per cent. most of lhc doth exports hcing produn."\I hy the small-~·ak -.c1.·tor. There was a 
sharp drop in exports in 1987,'88. ~'s growing domcsti1.· 1.·onsumprion took a larger than a\cragc 
share of the lower wtal outpur. Export earnings could prohahly he 1m:rcaS\:•I if lhc capacity 
of hkaching. dyeing and finishing tlpCr .. uions were cxpandi.'li. At present. these 1.·an only handle 
an cstimat1."\I !50 million square metres of doth. and grey· doth remains the 1.·hicf cxptlrt 
product of the industry. 

C/01hi11g mu/ 111i.'iCdlam•o11s madt•-11p.{ 

lktails on gam1cnt produ1.·tion arc rather scarce. mainly hccause production has so far hccn 
conccntr.Ut."d in small-scak cn1crprisc:-.. Only rcccnrly have large unils 11\.'t:n cs1ahlishcd. Total 
production in 1hc late 1980s w:is cslima1cd 10 have awragcd 600 million units. of which 1wo­
thirds wen: exported. Trade figures show 1ha1 exports of textile made-ups lganncnlsl grew 
signifa·an1ly during 1982/83- 1987188 (sec Tahk Ill. 71. By 1986187. garment cxptlrt:-. alone 
stood al S-i5! million compared 10 S-i0 million in 1977178. A fall in the exports of wown 
ganncnls in 1987 /88 wa-. offSt.1 hy a significant rise in knitwear exports. and 1hc m·er..111 increa.sc 
in the exports of ganncnts was slill 7. I per cent. The performance of garment export:-. during 
the Sixth Plan ( 1982/83-1987/88) exceeded the target hy more 1han 20 per cent in 198!!83 
prices. Gam1cnt exports arc projected al $1.155 million for 1991.'92 and there is an amhi1iou:-. 
target of $3.5 hillion for ganncnts set for lhe year 1998199. ha:-.ed on expectations of strong 
world market growth in the 1990s. 

Some 95 per cent of world exports arc ahsorhcd hy OECD countries and the USSR. Although 
the Middle East counlries also constitute an important market for Pakistan gannenb. the country 
could try to increase its sh~tre in these principal world markets. which at the moment stands 
at only I per cent. India and most of the East and South-East Asian countric:-. arc strong 
competitors. Improvements in garment quality and design will he essential to incn:asc exports. 
But heller quali'.y. to a large extent. depends on hettcr qualit) fahrics and accessories. anJ 
new capacity in the weaving. knitting. dyeing. processing and finishing industry. Like gannent 
machinery. its spares and accessories should he exempt from impor! duty. Duty drawhacks 
may he revised in order lO provide additional incentives. Quota m;inagcment could he 
rationalized in order to speed up slow-moving product categories. Bilateral agreements with 
tl.e United Stales. which is the largest market for Pakistan garments. were ncgotialcd. As 
a result. quota restriclions have heen removed in late 1989 on a numher of i1cms. such a:-. 
shirts. hl1mscs and play units. Possihilities for counter lradc with thc USSR should abo he 
explored. 

Towels and hed sheets or covers arc the 1wo other significant made-up l"Xlik items apart 
from ready-made garments. Production is again concentratcd in rcbtivcly small eslahlishment:-. 
using lahour-inlensivc mc1hods of production. Capilal cosls. moreover. arc kept low hy lhc 

Table 111.7. Exports of textile made-ups (excluding garments>. 198WU-19H7/X8 

19112110 
I 911.l1114 
19114/115 
191151116 
191161117 
1911711111 

E\pon \;ilul' 

f Million' ol nip.:c'I 
All 111;1dc-up-. To"d' 

l.flll:'\ 49X 
I.Mt. 629 
I .'NI 7.'\7 
.1 .. 11XI I .090 
4.217 1.441 
5.599 :!.067 

So11ra: 1'111.:wan "'"' (i11/f f.m111111111r f April I.'\ 21. 19119). p. W 

E\pon mdc\ 
f 11>X2 >O 1001 

All 111;11k·up' To"l'I' 

1110 l!MI 
I0.1 l:!h 
1:!4 15:! 
:!II :!I'> 
:!fl.1 :!II•> 
24') .i 15 
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u" .. · ,,f d11.:ap. Jom..:-.1i1.:all~ pn'll.lu1.:..:J ma1.:hin ... ·r~. In r::'-·..:nl ~..:ar-. bhour '-''""' ha\1..•. h•l\\..:\..:r.. 
111\.-r'-·;1-.1..·d llllKh fa-.1..:r 1h;111 1ho-...: in um1~·1in~ '-·.,unlri..:-. -.u..:h a-. lndi;1. Bangl;11.k'h anJ Sri 
L111L1.. :mJ al pr...-,1..·lll minimum ''ag1..·-. for ,,...-a,...-r, in '0111 ... • p;1rh of lndi;1 ;ir..: only on..:-lhird 
11l 1h11,1..· in Pal..i,lan. Th..: 4uali1~ of P;1l.,i,1an ~·d-lin..:n. 111or1..·m 1..·r. 1' r..:bli\d~ lo\\. and p..:r 
uni I 1.."\()llrt ..:arning-. ar..: th..:r..:for..: low ;1-. wdl.. Quality imprm ..::n..:11• did l;1k..: pl;i..:..: in th..: 
hl\\d indu,lr~ .. ;111d ii ha' h..:nlllt..: a fa:-.t growing prndud. It-. -..har..: in total ..:\port' of non­
garm ... ·lll ..:\port-. n 1-....: from 31 p..:r ..:..:Ill in I lJX2 X.~ lo .n tll:r 1..·..:lll in I 9X7 77 

Furth..:r gnn\ th pro-..p..:..:h will d..:p..:nd ..:nKi;11l~ uptm th..: ni-..1 and 4u;11i1y of th..: pnll.llKl. Th..: 
ahility of Pal..i-..tan pn'lllu1..·..:r-.. 10 r1..·-..p.md mor..: rapid(~ to r..:4u..:-..i... for .. ·hang..:-.. in .:olour-.. and 
d..:-..ign 1..:ompar..:d with th..:ir ..:omp..:lilor' in lndi;1 ;1ml China I -..hould ti..: of gr..:al important:..: 
111 r..:taining and ..:\panding th..:ir mark..:t -..han:. Th..: EC. linit..:d Stal..:-... Canad;1. :'\orwa~ .. 
Finland and Sw..:d..:n ha\..: litkd 4uota r..:-..trainh on tnwd-... hul -..till mailllain r..:-..1ridinn-.. on 
h..:d-lin..:n . .-\rnong th..: non-4uola marl....:i... 1h..: Pa'-·ifi1..· ha-..in 1..·nuld ti..: larg..:1...-d in 'i..:'' of ri-..ing 
i111..·11m ... • and wag..: k'd" in th..: r..:gion. But non-4uo1;1 mark..:h ;m: limil..:d. and 1h...- ~tiddk 

L1-..1 ha, alr..:ad~ h..:..:n wdl ..:xplor..:d hy P;1ki-..1an nptirt..:r-.. 

:\nn-1r;1di1ion;1( l..:\lik il..:m:-. -..u1.:h a-.. tahk lin..:n. ki11..·h..:n lin..:n . ..:urt;1in-.. and uphol-..t..:r~ ;ir..: 

ar..:;1-.. "h1..·r..: ..:'I.port prn-..p..:..:1-.. ..:ould ~· ..:\plor..:J. Th..:r..: ar..: ll:\\ 4uo1;1 r..:-..tri..:tion' on th..:-....: 
il..:m-.._ Wi1h th..: ..:\..:..:pt ion of lh..: hand-loom indu-..1ry of India. !h..: ...-,i-..1ing pt11..:111ial l.'.Om('ll..·ti1or-.. 
in South A-..i;1 ha\..: nol d..:,dop..:d 1hi-.. indu:-.1ry lo any -..ignifo:anl nl..:nl. With ad..:4uai..: fin:1111..·ial 
;1-.-..i-..1an1..·..: and inl.'...:nli,..:-.. 10 for..:ign inw-..1m..:nl. th..:-....: non-traditional 11.."\lik mad..:-up-.. n1uld 
h.:..:om..: major ..:\ptirt ..:arn..:r-... 

U'1101lt•11 rcxrilcs a11d caqwts 

:\' Ann..:\ Tahk :\-9 -..how-... th..: wooll..:n l..:\lik-.. and ..:arp..:l~ indu,tri..:-.. ;m.: rda!iwly -.mall 
and nol ;1-.. dy nami1.: ;1, th..: n111on 1..:x1ik-.. -....:1.:lor. R1111h..: ..:arp...-1 indu-..1ry ha-.. h...-1..'om..: Paki-.1;111 ·-.. 
founh larg...-,t for..:ign ..:x1..·h;111g..: ..:arn..:r. Ii... -..har..: of !otal ..:'I.port earning-. ..:4ualkd fl. I p..:r 
1.:..:nl in I lJX7 'X8. L..:ading ..:arp...-1 npt1r1..:r-. in I YXlJ w...-~...- Punjah Carp..:i... I L1h11r..:1. lmran 
Broth..:r-.. fl.ahor..:I. Sh..:ikh Carp..:1-.. I Lahore I and Hahih Corporation I l\;1ra..:hi 1. 

During I lJX2 - I 9XX . ..:;1rp..:l ..: xptiri... gr..:w al an ;I\ ..:rag..: annual ral..: of 11 p..:r 1.:..:nl in dollar 
t..:nm. Du..: 10 inn..:;1-..ing 1.:omp..:lition . ..:arp..:l ..:xpt1rt-. from Paki-..tan -..utfrr..:J major -....:tha.:b 
in holh North Am..:ri1..·;111 and EC mark..:i... r..:1.:..:ntly .. Th..: gowrnm..:nt h;1-.. r..:;Kt..:d hy announl."ir.g 
;1 ... ..:ri..:' of r..:hat..: and in..:..:hiiv..: ... ..:h..:m..:-.. to ..:n1.:ourag..: 1.:arp...-1 export .... induding ..:on..:..:,..-..ionary 
cr..:dil. duly drawhad; fa1.:iliti..:' .. fr..:..: import of wool. t;1.\ ..:x..:111p1ion-.. mark..:t r..:......-;ir1.:h a-.. ... i-..tan..:'-· 
and organi1;11ion of 1.:arp...-1 ..:xhihition-.. in ord..:r lo allr;Kt targ1..·1..:d for..:ign huy..:r-... 

Th..: 1.:arp..:t inJu ... try ..:mploy-.. roughly 150.000 p..:Nm-.. and i., mainly rnttag..:-ha-....:d. with XO 

p..:r ..:enl of rnttage prodLKtion in rural and -..emi-rural Punjah Ji-..tri1..·i.... In order to produ..:e 
hi~h 4uali1y carp...-1-.. ii would h..: e~.-.....-n1i;1l to en..:ourage th..: e ... 1;1hlishm..:nt of organi1ed fa..:ton..:-... 
Furth..:r ..:xpan-,ion of tll~ i;,..!;;-.!ry r..:4uire-.. ;1 rationali1<1tion of pn-.Ju1..·1ion -..tn11.:tur..:. k;uling 
10 a tighter in1..:grati,111 of prodm:lion and markeling fun..:tion-... There i-.. ;11-..o a n..:..:d 10 inn..:ase 
rnll;1hora1ion wi1h top quali1y int..:rna1ion;1( de-..ign..:rs to upgrad..: pn-.Ju..:t 4uali1y. and th..: 
indus1ry rnulJ a(,o h..: e4uippcd to re-..poml to th..: prdcr..:n1.:..:-.. of individual huy..:r-... Thi-.. would 
hdp re-..: ... tah(i,h lhe -..1rong po-..ilion of Paki,t;111 1..·arp..:h in in1..:rnation;1( marh·i.... 

C. CHEMICALS: A';CENT ON IMPORT SUBSTITUTION 

The major produds of 1he ..:he111i1..·;1( indu-..1ry arc krtili1er-.. (urea. ammonium nitrale. 
nirropho-..phal..:). -..oda ;l\h, sulphuric ;Kid. 1..·hlorin1..·. paint-.. and varni-..he-... poli-..h1..·-.. and safety 
111a11..·hc: .. A~ Tahk 111.8 show-... growlh of physicil produ..:lion ha' hc..:n tluc111a1ing wilh no 
dear produl'lion !rend in prodlll.:I 1..·at..:µorics. 
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Table 111.8. PrtHlul1ion of major chemical pnHluc:ts, 198.&/85-1988/89 

19S5 So 19S7 SS 

f«·nili::..-r' 
1Thuu-anJ tnnno:"I 

l·r.:a 1.S 1-l.9 l.S.~O.S Ui92.o 1.9S5. I 
Sup.:rpfw,phat.: I05.S !05.S 1117.fl I07.X 13.'.-l 
Anunonium nitrat.: -lOo.-l _lY-J __ , -l I.; _; 3."\2. 7 _,_,2.5 
.-\nmt••nium ,ulphat.: 79_;1 92.fl 41.t• 9S .. ~ 925 
~i1roph1"pha1.: _;rnu 321-l J_'!_l_,,J -'-'-'· ~ _qli I 

Orlrcr.> 

1Th1'l1-anJ h•nn.:,1 
SuJa a."h 12~. I 12S.-l 1.'tU 1.q_1 1-lfl.I 
Sulphuri,· a,·iJ 77.9 XtU 77.fl 7S.7 0-l. s 
Cau,1i,· ... ...ia -lf>.0 5-l.S 5-l.9 fl!..; fl I .II 
Chlorine ga' 1\.-l 7.9 7.0 fl.O S.3 
Pamh 11. I 11.9 12.9 12 __ ; 

Sa kt~ mat.:h.:..,. l.7fl5.1 I.SW .fl 2.129.fl 2.-l90.S 

• •
1iottrc1:: f:, ·01111111 i, · Sun-,·., . IY88 .w. r 1X - 79. 

,, Pro\·i,ional .:'timat.:. 

" In nulhon l'lll\.:,_ 

Dt!mand for l"hcmical producls conlinucs lo grow significantly fas1cr 1han l1x:al produclion. 
Imports of chemical pro<lucls have grown al an annual average rale of 24.8 per cent during 
1981 - 1985. Currently almost 18 per ccnl of 1he rnun1ry · s 101al expendilure on imports is 
allocated to l."hemicals. compared with only 9 per cent in 1981 /82. The government c:ndeavours 
to increase domestic production of chemicals in order to keep pace with the rapidly rising 
demand. Insufficient private investment has hitherto gone into long-gestation projects in the 
c11emical industry. It is hoped !hat the new waves of lihcralizalion will auract new investment. 
espe1..:ially foreign invcstmenl. 

A hasic chemicals project is hcing estahlished at Chunnian hy Yaguh Ali Company. The 
project is to cost Rs I. 7 hillion ($80 million) and has a foreign exchange component of ahtmt 
50 per cent. mainly provided hy Pakistan expatriales resident in 1he Uniled Kingdom. The 
planl is hcing imported from the United Kingdom. An annual production 1..:apacity of 8.000 
tonnes of caustic soda and 25.000 tonnes of PVC resin is envisaged. 

Fertili:.a induJtry: paJistinx Jupply shortage.'i deJpitt' hixh capacity utili:.arion 

Currently nine firms arc engaged in the production of fertilizer. The puhlic sector company. 
thi! National Fertilizer Corporalion (NFC>. operates five fertilizer suhsidiaries which account 
for around 50 per cent of the nitrogen capacity and 100 per cent of the country's phosphorus 
capacily. Pakistan depends entirely on imports to meet potash requirements. 

Despite a significanl spun in lhe production of fenilizers. Pakistan <.:ontinues to depend on 
impons. reaching 210.000 tonnes for nitrogen and 354.000 tonnes for phosphorous in 1986/87. 
Ni1rogen accounts for around 75 per cent of the total fertilizer nulrient. with phosphorus 
and pota!'.h meeting the remaining 23 per cent and 2 per cent. respectively. 

Production of chemical fenilizers expanded rapidly until the early 1980s. and a sizeahle surplus 
was even ell:ported in 1983/1'!4. 1984/1'!5 and 1985/1'!6. There was a sudden upsurge in the 
demand i:. lale 191'!6. and the rising domestic demand could not he fully met from local 
produclion. An increase in demand for urea was allrihuted IO an increase in agricultural 
commodity suppon prices. increased irrigalion facilities and heller availahilily of hank credit 
to farmers as well as favourahlc weather conditions. When had weather adversely affected 



60 Industry Branch Profiles: Retrospects and Prospects 

fann OJ1':rJ1ions in 1987. then.· wa.' a !'!Ca.'i{m.;I fall in 11-k: om.'l!mplion of krtili1.crs. The demand 
for fcrtili1.crs is C::\p!..-CtcJ to grow al an annual average r.11e of 5 per cent during the peri1ld 
1987188 - 199:!/9_'\ _ 

Supply shortag1..-s continue to pcrsisl dt.~pile wry high le\·cls of 1..·apaci1y utili1.a1ion in fcrtili1.er 
firms. indicating the lk.'t.-d for aJtlitional capacit~ for the pnlduction of phosphalic and 
nitrogenous fertilizers. Annex T ahle A- to shows that capacity utili7.ation rJtes in 11-k: produ1..1ion 
of hcllh nitrogenous and phosphatic fertilizers cxct.'t.'lit.'ll IOO per cent in most timL' ir. 1986187. 
The government has Ot.-cn encouraging rehabilitation of !ht. :xisting plants. with a \·iew to 
conserving energy. reducing costs and nta:\imizing capacity utilization_ 

In the past. despite price controls new inR·stment in fertilizer plants remained anractiw a.' 
a minimum return on equity wa.' a.'i.'llrt.'li. In Ma~ 1986. howcwr. price 1..i.mtrols were ahcllisht.'ll 
with the e:\ception of those for phosphatic krtilizcr. Pnlduccrs now C:\pect prolt.'\:tion which 
the govemmenl has so far nol granted and a.' a resu!t projecls approwd threc: years earlier 
have not been implemenlt.-d. Investors still have to face such problems a~ irregular powi:r 
supplies and uncertainty with regard 10 the availahility of gas as a li..'t.-ds1od. 

The Jominanr firm in the industry. the puhlic sc:clor company National Fertilizer Corporation 
I NFC). which operalcs five suhsidiarics. has launch\.'ll a Rs 818 million t::\pan~ion and 
n11lderniLation projccl which is 10 increase urea proJuc1ion from I. 740 tonnes/day 10 :!.175 
1onr.es/day. This projt.'Ct is expt..'\.11..'li 10 save $1.J million annually in imports. and lo cul energy 
consumption in the urea factory by almost one-filih. Fanji. Dawood. Hercules and Ena have 
also initiated an announced e:\pansion. Finally. to improve domestic raw material supplies 
for the li.:rti!iLcr industry. the SarbaJ Development Authority has prepared a programm\.· lyel 
hl he e:\ccutc:d) to exploit the Kakul/Lagharban phosphate rod. di:posit~- In spite of these 
improvements. it will he a major task to keep up with npectcd dcntand increases in the fu1ure. 

An issue that also dcscn-cs more anention '.• the achievement of a proper halance in the 
production of various types of fertilizer. There t ... s nol Ot.-cn sufficient re!'!Carch into the fcrtilizer 
needs of the various types of soil and cultivation in Pakis1an. hut ii is dear that far more 
phosphatic and potassi~ fertilizers would have lo he u~'ll if ma:\imum results arc lo he achic:v1..'ll. 
Bui in spitc: of price .:ontrols. phosphalic fcrtili1.cr is too e:\pensive for the averagc: small 
farmer. and imports of potassic fertilizer arc also costly. While ways need to he found 10 

provide potassic and phosphatic fertili1.er al a lower price. agricultural research. extension 
services and support or land reform schemes would. therefore. he needed as well. In 
comhinalion. these would not only help the fertilizer industry. hut also stimulate agricultural 
production. and thus -- indirectly - the agro-procc:ssing s..ihscctor. 

If new capacity is not developed for the production of phosphatic fertilizer the supply gap 
will widt•n 10 around 730.<XX) tonnes per annum. fl is estimated that if demand for urea grows 
al 100.(X)() tonne' per year. Pakistan will need one new urea plant every five years. Lack 
of new investment in the fertilizer industry is partly due to the low price of fertilizer in Pakistan. 
A new urea fertilizer plant would cost up lo $3()() million. Because of the high cost of inputs. 
a new fertilizer plant can only he viable if the domestic urea price is around Rs 4.500 per 
tonne against the current level of Rs 2.640. The present situation is also marked by uncertaintieo; 
for investors in the fertilizer industry as to whether or not they will he Jblc lo obtain gas 
for use as a feedstock. The experience of the operating enterprises is not a happy one as 
a result of load shedding especially in the northern region. 

The fertilizer industry is likely to he of considerahlc interest to foreign investors. Several 
private sector projects have Ileen sanctioned in the fertilizer industry durinJ! 19M9. These 
indude private schemes for ahem! 900,(XXl tonnes of nitrogenous fertilizer and 4CXl,()()0 tonnes 
of urea fertili1.er which arc expected to come on stream by 1992. The government estimates 
that Pakistan would require 2.3 million nutrient tonnes of urea hy the year 2000. This would 
call for the cstalllishmcnt of 3 major plants over the next decades. Pakistan has ample gas 
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resen·es. There is thus l."OflSiderable Sl.'"llpe for joinl ,·enrure proja.-rs im·olving the simultaneous 
development of the energy and the fertilizer set.'\ors - ~h areas of top priority for the 
Gl\"emment of Pakistan and the main insrirntional donor agencies. 

Plramwceutical industry: transnationals take tire lead 

Over 9.000 drug~ both for imports and local manul3l.1ure are registen.-d in Pakistan. Domestic 
produl.1ion meets around 80 per l.-Cnt of the demand for Jrugs. medicines and pharmaceutical 
produl.1s. The tolal value of locally produced phannacellticals stood at Rs 4.762 million in 
1985186. 

Around 70 per cent of the market for pharmaceuticals is dominated by lransnational 
corpora1iom1. TOlal investment in lhe pharmaceulical industry in Pakistan is estimated al Rs 
2.200 million. The capacity utilization of firms on an average was reported to be 67.5 per 
cenl in 1988. Howe,·er. the capacity utilization in joint venture companies is higher lhan 
that in wholly locally~wned firms. Locally uwned firms are heavily dependent on the import 
of raw materials. semi-finished products and packing materials. The srage at which the domestic 
phannal.-eulil.dl industry is operating is largely for.ri11ll!ion and packing of imported ingredienlS. 
This probaoly is also true of rhe transnationals. 

The total paid-up capital of 15 pharmaceutical companies listed on the Karachi Stock Exchange 
stood at Rs 605.23 million in 1988. *Almost all lhe companies recorded an increase in sales 
except: Hoechst and 4\andoz in 1988 (see Table 111.9). Several companies have initiated 
expansion plans. Amalgamations of some companies are under active consideration in order 
to improve quality and to reduce production costs. Although many enterprises are endeavouring 
to expand. pricing policy is still a major constraint** inhibiting the progress of pharmaceutical 
companies. 

There is a need for a dialogue between the government and the drug manufacturers on the 
ralionalization of 1he pricing system in order to bring it in line with market realities and lhe 
cost of imports. The maximum retail prices of drugs are controlled under the Drugs Acl 

Table 111.9. Sales of pharmaceutical companies li~td on the Karachi Stock Exchange, 
1987 and 1988 

I Million.~ of rupees) 

Company 1987 1988 Percentage change 

Ahll<m :Ul.66 408.75 + 19.63 
Boofs 137.74 260.52 +89.13 
Ciba-Geigy 1.162. i4 1.202.48 +3.47 
Cyanamid 217.40 244.19 + 12.32 
Feroz sons 46.79 48.08 +2.75 
Gla~o 471.21 505.31 +7.23 
Hoc:chsl 515.47 513.18 -0.44 
Leiner Gelarinc: 10.18 23.37 + 139.39 
P. Leiner & Son~ 16.75 26.19 +56.35 
Parke Davi~ 185.53 195.22 +5.22 
Reckitt & Colman 311.95 393.29 + 26.07 
Sandoz 581.42 651.61 + 12.07 
SK & F 169.32 165.12 -2.4K 
Wellcomc 451.68 548.95 +21.53 
Wyeth ZOl.!O 238.95 + 18.39 

Sour.-r: f:mnomic Rrrir...- 1Aut?us1 19891. p. :n. 

• Sec f:conmnic Rr,·it"1··. "Pcrri1rmancc of pharmacculical companies lisrcd on KSE' IAugusl 198')1 I'· H . 

.. For an analyrical re\ 1.:w of major consrrainl~. sec lfukhan Ahmed. "Pharmaccu1ac.1I indusrry: prnlllcm~ and 
i~sucs'. Pt1ki.rtan Mant11(rmrnt Rn'ir...- (19116). Vol. XXVll, No. 2 and .l, pp. 27·-31. 
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ena\'.ll.'ll in 197ti. * Unda the pro\'isions of this :kl 1he lkgislralion Bo<ml is c:mpti"en:d 
10 appron: the maximum rc:lail rrice. At present. the maximum retail pri1.·e of an impt1rt1.""d 
drug indudc:s the profit of the sc:llc:r. an import licence ll:e. an insurance kc: and dis1rihu1ion 
c:xpensc:s. The pricing of hx-ally manutK1ur1.·d drugs indud1.•s the nisl of raw and pading 
materials as wdl as the profit of manufacturer and rc:taikr. II should also 1.·o\'er expenses 
on administration. saks promotion and dis1rihu1ion. 

0\'c:r-cc:ntraliz;.?tion of the drug administration has also made ii d1ffi1.·uh lo rc:soh·e 1.·c:r1ain 
issm.--s C:Xpl.'liitiousl~. Maner.; pertaining to renewals of drug manul~tllring licences. registrJlion 
of drugs. price fixation and rc:\'ision 1.·ould tic dc:1.·c:ntrali1c:d. 

Pailll mt11111fi.1C!11ri11g 

Out of more than 2.000 paint manufa1.·turing c:ntc:rprisc:s in Pal..islan ltll) arc: largc:-~Gtk unils 
in lhc: organi11.'ll sector. The total pniduciion of paints in the organi1c:d sc:1.·1or rose: from 9.ti'>-J 
tonnes to 12.2-B tonnes during 1981 /X2 and 1987 /XX. rc:spec1iwly. n.:presc:nting an average 
annual increase of -t per cent. Special types of painls arc imported. whik a snnll ql!anlity 
of paints is exported lo the Middk East and Afghanistan. 

Apart from household use:. lhc: main custcimcrs for p;tints •ire lhe railway ..... hippin,_ rnmpanic: ... 
!he dc:kncc: forces anJ car. hu'.> anJ lrud companies. Thc:rl.' wa .. a .. ignifi1.·ant i11crc.:a .. c in 
the dc:manl! for paint., during llJX5.;X6-19Xti/X7. The year 1987/XX W<t., m•1rkc:d hy a fall 
hoth in production and 101al demand for pain1 .. tsc:c: Tahk 111. IO). 

Y.:ar 

1'11111 XI 
1•1111 112 
I'll!~ X.' 
l'IX.' 11-t 
l'l!W I!) 

l'IX) Xh 
l'IXl1 117 
l'IX7 XX 

Table 111. IO. Paints - ke~ stafi.;tic:s. 1980/KI -1987/KK 

l'n 1<lu,·111 m 

'l_h'\2 

l~.OI' 
I0.11.'\I 
11.:\l l 

I I.I.'\~ 
11.'I.'\ I 
12.•r10 
I ~.2J.' 

lmpnrh 

10(> 
111 
n~ 

7x 
111 
I'll! 

l>nm,·,11.­
.l.-.11.111.I 

12.2~; 

12.hl:' 
l~Al7 

The dcm•md for pain1 .. i .. c .. 1imatc:d to grow al ;111 ;iwr;rgc ;mnu;il rale of 5 per 1.·e111. kading 
111 a demand for 15.X-t) lonnc.: .. hy 1992. 11 .. c.:c.:;n.. likc.:ly 1ha1 ni .. 1ing G1p;Kily c;in de;1I "ilh 
lhe incrc;a.,c. 

D. CEMENT: MAJOR MODERNIZATION INITIATIVES 

In 19!N lhc.:re were.: 19 cemenl 11lants in opc.:ralion. The n1111hinc.:d l"<tp<Kil} of 1he.,1.· plani.. 
i., aholll 7.5 million lonnes per annum. During 1h1.· period llJX2 llJX9 n·mcnl prodtll"lion 
grew al an avc.:r;1gc.: annual ralc: of 6 pc:r l:enl pc:r annum. Cement imports have dedined from 

J.5 million tonnes in 19Xl/X2 111 l .. l million tonnc.:s in llJX7/XX. Five 1:eme111 pn•in·" h;ive 

• I :n.i. r fill" pro\1,1110' ol 1h1' 1\,·1 lhl' J(,·i:1,1n:ion Board I' .-111po1.H·rnl 111 ;1ppr11\<" rh,· 111;1\111111111 r,·•.11l pr1n· 
Thl' 111;1\HlllHll fl'!;ul rri···· "' ;111 llllp<•n,·d dmJ.! indud.-, till" pr11h1 "' lhl· wlkr. ;111 import hl'l'rtn: "'". an 111\llf;lll"' 
In· ;111<1 dl\lt1hll110ll l''Jl<:rl"-''· Th,· Jlfll'lrtJ.! ol li1<·all) n:;m11fad11rl"d drtrJ.!' 111d1111,., ""'' ol ra1.1. aml p;1<~11t)! mah.·nah 
a' 1.1.l'll a' thl· prolil ol marmL·rlllfl'f ;md fl"l;nkr. II 'h1111ld aho rm,·r '"'(ll'rl'l"' on ;uln11111,1ra11 .. n. ';11''' pr11111011on 
.ind ,1i,1nh1111on 
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been commissioned during 1985 -1988 - Atto .. :k. Cherat. PaklanJ. Surela and DaJabhery 
- to increase import suhstitution. So far only Surela. hlCated at Darwaza (near Quella) has 
gone into proJuction. The factory h=ts a rated capacity of 70.lXlO tonnes per annum. 

Most of the cement plants arc in the public sector. The State Cement Corporation of Pakistan 
1SCCP1 controls 15 plants anJ their combinl.'ll output in 1987/88 was almost 5. 7 milli .. m tonnes 
(see Annex Tabk A-11 ). almost 90 per cent of the count~ .. s total proJuction. whil·h was 
estimated at 6.5 million tonnes. Judging by capacity ui.lization rates. the public-sector plants 
have done better than those in the private sector. whae utilization rates averaged 60 per 
cent during 1986- 1988. To the extent that inli.mnation is availabk. most cement plants seem 
profitabk undertakings. SCCP daims that it has been abk to pay consecutively increaseJ 
dividends ·e\'e~ year·. 

SCCP has commenced a major balancing. modernizing and restructuring IBMRl programme. 
invoh·ing an expenditure of Rs -l.500 million ( S.'.! 13 million). for the mod::rnization of its 
plants. Total production capacity is to be increased with thc aim of making Pakistan sclf­
sufficient in cement by the end of fiscal year 1990. Production capacity is also being expanded 
by the establishment of a joint \'enture Cllncern - Attock Cement Pakistan Ltd. This will 
involve: the collaborntion of Pakistan pri\'ate sector enterprises and a French company. Pharon 
Holdings. with a public sector firm - Hea\ y Mechanical Complex - which will supply 
both lllCal and imported machinery. The total in\'cstment involved is Rs l.O-l2.992 million 
($..i95.000) with a foreign exchange component of 3-t per cent. 

The rehabilitation of se\'eral old units is to take place on the basis of proposals by a firm 
from the Federal Republic of Germany. The World Bank and the Asian De\'elopmcnt Bank 
ha•.-e offrred loans of Rs 260 million for the modernization of one of these plants. 

One of the first modernizatim; schemes to be completed - Javedan C emcnt - was expected 
to be operational by the end of 1989. The moJcrnizati,.m project not only invol\'ed the 
acquisition of new machinery. but also a re-asse:;sment of raw material supplies and steps 
to impro\'e quality control. 

New cement varieties have also hcen developed to serve domestic demand better '.tnd to make 
better use of available resources. A pozzuolana cement formula. for example. was developed 
by the Pakistan Counc ··of Scientific and Industrial Research. Lahore. with the specific purpose 
of enabling the construction of the Kalabagh dam with locally d\'ailahlc raw materials. The 
prockct. moreover. is better suited for this particular type of construction work than the 
available slag cement. The cost of production is one-third of th;1t of Portland cement and 
its use in the dam would save the country around Rs 300 billi,m. 

By 1992 total production capacity of the cement industry is exP'_..:tcd to increase at 7 million 
tonnes annually. Since the transportation of cement is costly. wide regional dispersion of 
cemem plants is essential. At present. a very large proportion of the investment is concentrated 
in the south of the country. There is. therefore. a strong need to develop production sites 
in Sarhad province and in Northern B;iluchistan. if suitable raw materials can be found in 
locations where infrastructural (road. power) costs arc not prohibirivc. 

E. IRON AND STEEL: VIABLE AVENUES 

Integrated steel production is a recent phenomenon in Pakistan. In 198 I. rhe firs! .. reel was 
produced in the Pakistan Srecl Mill •ti Karachi. The plant was fully commissioned in 198-l. 
and has meanwhile been expanded to a l·apaciry of 2.6 million tonnes. Capaciry u1ili1.ation 
was expccrcd to reach XO per cenr in 1989. Partly as a resulr of long delays. 1.:onsrruction 
costs of the mill were high. and the mill made losses during the firs! few years of operation. 
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Pakistan Steel Mill is expccted to n:cord a net profit of Rs HX> million in 1989:90. This 
has encm;raged !he go\'ernment to pnl\:eed "ith the conunissioning of a billel caster with 
an annual '-·apacity of 400.000 tonnes and capable of pro\'iding good 4uality billets to the 
engin'--cring sector. Pnidu\.·tion during 1988/89 was 850.()(Xl lonnes. Tolal sales an: expc('.ed 
to reach Rs I billion during 1989/90. The pniduction capal·icy is planned to he increased 
lo I .5 million lonnes by 1991 . 

Apart from Pakistan Steel. a large number of mini-steel mills are invol\'ed in the making 
of steel. usually on the basis of scrap. Their pniducts arc of low 4uality. Around 90 pcr 
cent of the smelter ... 80 pcr cent of the scmi-integraled mills and 70 pcr cent of the re-rollers 
arc hl\:ated in lhe province of Punjab. Total production value :1f basic metals was Rs 4.-t 
billion in 1987188. 

The demand for steel in Pakistan is projecicd al 5 million tonnes by the year 2<XXl. * Pakistan· s 
existing stcdmaking capacily can deliver only 1.8 million tonnes of steel. There is a need 
to explore viable avenues lo achieve self-sufficiency in steel pniduclion. These include: 

more efficient utilization of rated capacity at Pakistan Steel: 
- expansion of Pakistan Steers capacily to 4 million tonnes: and 
- construction of a direct reduction plant based on Nokkundi i~on ore and natural gas. 

The sleel industry in Pakistan is currently based on imported raw materials. Domeslic raw 
materials would reduce its vulnerability 10 fluctuations in internalional market prices and 
foreign exchange situation. Pakistan possesses reserves of about 450 billion cubic metres 
of natural gas. and the proven iron ore reserve at Nokkundi is 100 million tonnes. The ore 
contains on an average 48 pcr cent iron. which is low. but it can easily he heneficiated to 
a standard grade concent;ate by wet magnetic separation. The concentrate could be blended 
inlo the sinter mix of Pakistan ~tecl. This possibility is currently under investigation. Pellets 
made from Nokkundi concentrate have been tested for dircc~ reduction operations. with positive 
results. Punjab would con-;titute the major market as approximately 80 per cent of the country· s 
smelters and semi-integrated steel plants arc located there. The actual implementation of the 
project would depend on the availability of infrastructural facilities: at present. there is no 
rail infrastructure in the area. 

Pakistan·s optimism with regard to the future of iron and steel products is rctlcctcd in the 
large number of downstream projects for Pakistan Steel which have been approved. Annex 
Table A-12 lists 32 projects approved so far. These range from iron foundries to steel pipe 
manufacturing. spare parts and precision engineering. By-products wi.I include slag cement 
and coal tar. The projects have an average investment cost of around Rs 45 million. and 
in many cases the foreign exchange share is around 50 per cent. The larger projects in terms 
of investment arc in tin-plate production. A number of projects arc joint ventures with overseas 
companies. 

So far. seven of the projects have gone into production. with one undergoing trials and another 
one under construction (Sec Table Ill. 11 ). Most of them arc modest-sized units producing 
steel tubes. The largest projects and those demanding technical sophistication (e.g .. in the 
engineering industries) have yet 10 be completed. In the case of the rin-plate factories. Pakistan 
Steel\ rolling mill capacity will have to be expanded first, to secure a sufficient supply of 
intermediate inputs. II probably requires a tandem mill which is not financially viable. 

The steel indu~.lry is an area where opportunities ex isl for the expansion of foreign invcslmcnl. 
For .:xamplc. the technology for the new billet project was obtained from Voes! Alpine of 
Au-;tria on a non-turnkey oasis and the Austrian firm retains< role in technological planning 
and upgrading. European firms arc being solkited lo partic1, ate on both an equity aud a 
management contract basis in the expansion of Pakistan Steel (rascd in Karachi) and for 1h•: 
cstahlishmcnt of three steel mills using indigenous iron ore al Kalahagh and Quella. 

• For !ht• di:ta1h of ,ri:i:I 1kmand forcl'il'f in Pa~l\!<111. ''i: Shn Al1al Khan. 'Thi: min and ,fed in1h1,try of 
l'ak1,tan and pr11,pt'•'" for'" futuri: dcvdop1111·nt'. f'11k1.111111 .'i11·1·l ./01m1a/ tl(;1rach1. fanu;iry Mardi 1'>101). pp. 
!~ 17 
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F.. ENGINEERING INDUSTRY: FRESH INCENTIVES TO ENHANCE 
THE INDIGENOUS BASE 

The engineering indu ... rry in Paki ... ran en1.:ompa,,e, 1.400 regi ... rered enlcrpri'c.:'. with an annual 
pnxlul'lion of ar. 1und R' 17.5 hi Ilion \\ onh of engineering good .... The indu ... rry employ' around 
205.0c.Ml ~r...im .... Total in\e,lmenl in engineering indLhtrie' hitherto ha' ~en e ... 1ima1ed al 
more 1ha11 R, 100 hill ion. The ... itl' 'lrul'lure of engineering lirni... i' pre ... ent'-·d in Anne\ Tahk 
.·\-13. 

The local prodlll.:lion of engineering good' grew ... harply mw the year' ... ince H70. There 
ha ... tx.-cn a ... ready upward trend in the pnxluclion of ahmi·,t all categorie' of enginl~ring product... 
i...ee Tahk IIl.121. ';'A ... triking incre~N.' of output wa ... reumbl hy the declnmic:-. and tran ... pon 
ei.tuipment indu ... rrie' in 1487'XX. 

The range of engineering good' now ~ing produced include' die ... d engine .... l·ar .... agricultural 
machine!}. machine took textile machine!}·. hou~hold and indu ... rrial ...cwing machine .... radios. 
hou...chold appliances. road roller .... concrete mine .... hulldozer:-.. sugar-cane 1.:rushing machinery. 
owrhead tra\"dling cranes. pumps. printing and hook-hinding machinery. office machines. 
needk-.. oil expdkr-. and other edihk oil extraction plant-.. !lour. rice mill-.. 11-.h lrawkr .... 
food pnx:e ... -.ing machinery. cement plant.... ice plant... and i:otton ginning plants. 

An imponant role in the dc\'dopment of engineering indu,trie' ha' ~en played hy The Paki-.tan 
lndu,trial Dc\'dopment Corporation I PIDC). estahli ... hed in the 1450s. and the Stale Engineering 
Corporation 1SEC1. e'lahlished in 197-L 

The'e puhlic--.eclor corporations were rc-.pon-.ihk for the c'lahli ... hmcnl of 'C\'• al large 
cnlcrpri ... c ....... ui:h a' the Paki ... ran Machine Tool Fai:h11}. Apan from the puhlil' ... cclor mdu ... trial 
cntcrpri~'· there arc a num~r of large foreign-owned enterprises I in automoh:k-. and dcctrical 
c4uipmcnt. especially) and a large numhcr of rdalivdy ... mall- and mcdium--.itcd engineering 
concerns in Paki ... ran. More than half of the small- and medium-sized cngincc.-ing c-.tahlishmcnt' 
covered hy the 1984185 Ccn-.u-. of Manufacturing had a-.sct \'aluc-. hdow R, I million 
I $50.0001. In the fahricalcd metal and non-dcctrical machinery indu ... tric .... where capital 
inw ... uncnts arc not ncccs...arily high. the majority of firm' ha<l as-.ct \'alucs ~low Rs 250.()()(). 
Many informal sector cntcrpri,cs should also he das...ilicd under engineering. The 198-l'85 
Ccn-.u-. of Manufacturing report... prohahly only 1.136 rcgi,tcrcd cntcrpri'c'. whcrca' it may 
~ rnn ... crvalivdy c ... 1imalcd that the num~r of engineering worbhop' lhroughout the country 
would approach 100.()()(). The ovcrwhdming majority of thc ... c arc engaged cxdusivdy m 
the prw·ision 11f repair and mainlcnarn:c 'crvicc,. 

Tahlc 111.12. Local production of engineering gcHlds, 1970171-1987/88, selected ~cars 
1 \lilli11n' 111 rup.:"1 

l'r11d11l"I 1'170 71 l'JXI X:! l'JX:'i X'1 l11Xh X7 l11X7 XX 

\f.:f produl"I\ :!:'i4 l)IJ:! I .7f1X :!.o.n :! .. 11X 
Madllnl"r~ 11fhl·r Than 
d.:l"lrKal 111 :!.!14X :!.!140 :!.:!44 :!Af1X 
l'.ln·1n.-al madun.:r~ .1'1'\ l.l IX :!.X60 .1.:!X'I J.7X:! 
1:.kl'I re lllll'' :!!Kl 7X'\ I .O'JO I. I 1J1J :! .. 1XO 
Tran,porl n1111p1m:n1 1'\:! :! .'1:!.1 4 .'1:!:'i :'i. I XO h.hOO 
Total U14 'I .:'if1(1 I:! .. 1X.1 l.l. IJ4'\ 17.'\hX 

Sn11ra l't1~:11t111 1111,/ (i11// "-""""""'' 111111<· :!.'i Jul} I. l'!XX>: 1'.t 0111111111· R1T1t'11· !Ma} l1JX1JL 
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CorK·um:nl \\ i1:1 ll1l' ri,ing pnxlul·tion m:nd in l'ngini.:..:ring gonJs. imports alsll nisi.: signifo·antly 
in lhi.: bk• llJXIJ.. he..: Tahk 111.1.'I. Imports stnod ;11Rs2.'.355 million in 19X7 ~X. compan:d 
\\ ith R ... 19 .225 milli1lll in l 4X5 Xh. ri.:prcsl'nting an ;I\ aagi.: annual inni.:asi.: nf 7 p..:r ci.:nt. 
Curri.:mly. import-. acl·ounl for till p..:r ci.:nt of th..: hllal supply. Thi: t:onspicuous growth in 
h:\tik nMchinay imports in l lJX7 XX \\a ... an inJil·ation of th..: m1xkrni1a1ion dforts in th..: 
hranch hLKh as till.· intnxluction of ... hunld..: ...... h1oni...1. a ... discu ... si.:d pr<.:\iou ... ly in thi ... Chapli.:r. 

Thi: majo. indu ... 1rial finanl·ing n1rpt1ralions sa1Kli11ni.:d inn:slmi.:nt proji.:cts worth R ... 4.o hi Ilion 
for th..: i.:ngini.:i.:ring ... ..:dor ... I induJing hasic m..:ta!...) Juring th..: p..:rind 1982 - 1987 whil·h is 
hniadi~ in lini: with 1hi.: Sixth Plan i.:s1ima1..: .... '.\tuch of this imi.:slmi.:nl ri.:pri.:si.:nts moni.:y 
horroW<.:l> from th..: Di:\ dopmi.:nt hnanci.: lnslilulion ... and hanks. '.'ii.:w im i.:slmi.:nt of pri\aidy 
II\\ ni.:d funds \\ ithin th..: i.:ngini.:..:ring si.:ct.1r ri.:mains ... m;.ill. Thi: sdf-finanl'ing ratio of 
i.:ngini.:i.:ring firm ... ri.:gis1..:ri.:d at th..: Karachi S1rn:k E:xl'hangi.: a\ i.:ragi.:d only I 0. 7 pi.:r ci.:nt 
annually 11\·i.:r th..: 1980- 1980 p..:rioJ against. for <.:\ampli.: .. .n .8 p..:r ci.:nt for i.:hi.:mil·als. 
Pr..: ... ..:ntly th..: i.:~.1ahlishmi.:111 of a small i.:ngini.:i.:ring firm ri.:4uin:s a 111i11i11111m capital i.::xpi.:nJitun: 
11f hi.:twi.:i.:n R., 200.000 and Rs 3lXUlOO. Thi.:ri.:fnri.:. i.:ntry imo th..: i.:ngini.:i.:ring industry 1s 
hi.:ynnd thi.: mi.: an., of mo•;t small i.:mri.:pri.:ni.:urs. 

In thi.: futuri.:. th..: shari.: of pri\ ah: i.:nli.:rprisi.: is lo <.:\panJ in sta.~i.:s. lnvi.:.,uni.:nt ri.:4uiri.:mi.:nts 
for th..: 19X8 89-1992 ~).' p..:riod ha\<: hi.:i.:n i.:'timali.:d at Rs 23.1 tiillion. of which R' 22.0 
hilli1m is 1.1 hi: in th..: pri\Jll.' si.:i.:tor. It i., nol. huwi.:vi.:r. di.:ar whi.:thi.:r lhi.:si.: i.:stimali.:s laki.: 
aci.:ounl of 1hi.: largi.: anuunl of i.::xc<.:'>s capacity in th..: domi.:stic i.:ngini.:i.:ring industry: a\<.:ragi.: 
l'apacity ulilitalion is only .. m pa l'<.:nt. This is partly a ri.:suh of th..: low rnmpi.:lilivi.:ni.:s., 
of many Pakistan i.:11gini.:i.:ring products. which lack an ..:Jg..: ovi.:r imports. In such Gtsi.:~. 
im i.:slnwnl may hi: ri.:4uiri.:d to imprn,·..: 4uahty. Thi: prohkm is part!~ a .,hortagi.: of 
inli.:rmi.:Jiati.:s. anJ in this G1si.: th..: <.:\panJing \olumi.: of production and r;mgi.: of products 
of Pakistan S1..:d \'.ould go somi.: \\JY lo sohing capacity u1ili1:.1ion pr:;iikms. 

Thi: 1987 - 1990 tradi.: polil·y imposi.:J an import han on s<.:\i.:n i.:ngini.:i.:ring proJui.:ts. namdy. 
sugar m;Khini.:ry. transformi.:r and switch µi.:ars of .n kW. hoikrs. crani.:s. Jii.:.,d gi.:ni.:ralor' 
and ci.:mrifugal di.:i.:p turhini.: pumps. w .h a \i<.:\\ to i.:ni.:ouraging hical production. Du1ii.:' 
on ra\\ mati.:rials ri.:4uiri.:d for th1: manufa.:turi.: of i.:i.:rtain i.:ngini.:i.:ring prndui.:ls ari.: hi.:ing 
rationalizi.:d. It should hi: stri.:ssi.:J that in .,<.:\i.:ral l"asi.:s .. sud1 as dt'clrii.:al c4uipm1:n1. this 
poli~·y will only achit:\<.: its purposi.: if it is comhincd with product 4uality imprm i.:r11i.:nts. 

Tahll' Ill.I.\. Imports of l'nginl'l'ring ~oods, 1985/86-1987188 
I \lill111n' ol rup,·.:,1 

fk,.-rip1111n l11X.'i Xh l11Xll '1'7 

1'11".:r )!l'fllT.1111111 mad11ncr~ 2.7.IX 2.::!X2 
ln11n-.:1l·,·trll";il I 

A)!n,·ullural madun,·r~ and 
1111pk111l'nh 44.'i .'i4::! 

Tn11k 111;1d11nn~ l..'il I I. 707 
C11n,1ruc1111n and 111111111~ 

mad11nn~ : .77'1 1.7.'i.'i 
l'.ke1n.-;il 111ad1111n\ .ind 

apparalu' l . 11-l l.11 x 
Rail"a~ \dlld<'' 11111 1.270 
R11ad 11111111r 'd11dn .'i.2.'iX .'i.~w 

1\ir,·ralh. 'hlfh .111d ho,1h 2.'l:!'I 1.11x2 
Oii 1u· 111.1d1111.:' HI .'i7X 

1"01;il l11.::!2'i IX.771 

Sn11111· ( i11\ <'rr1111cnl 111 l'a~ "1.111. h·dcr.il llur1-.111 111 S!al 1''''' 

l'IX7 Xli 

.1.t>-l I 

h.'i7 
lA'll 

I .:i.:!4 

.U1XX 
I . 140 
h.W111 
IA5.'i 

7•}() 

2 l.l.'i.'i 



68 Industry Branch Profiles: Retrospects and Prospects 

The 1989 lndu:-.lrial Policy Package has granted an income lax holiday for a period of 8 years 
li.1r all induslrii:s lo bc locatt.'\I in sdt.'Ck'd induslrially backward area.,_ Cusloms duly i:wmp1ion..' 
ha..-c hci:n gran1i:d lo imports of machini:ry. prm·idi:d such machine'}· is no1 manufacluri:d 
locally. Thi:se int.cnlivi:s arc: availabk to induslrii:s sci up before: 30lh June: 1993. Conci:s.,ional 
cri:dils. al an inleresl r.t1i: not exet.'t.'ding 6 per ci:nl. arc: also availabk from finarn.:ial institulions 
and banks for lhi: purchase of locally-manufaclured machine:'}·_ 

At pri:senl cottage industf}' subsidies and incenlivi:s arc: limitt.'1.i to enterprises wilh asset value 
worth Rs 100.000. This mi:ans 1hat no cotta!!i: industry type concessions and inci:nti\t:s arc 
pri:sently availabk 10 i:ngini:i:ring units_ For i:nginei:ring i:ntrepreneurs with a fixed assi:I 
value: in the Rs 500.000- 1.000.000 range. mon: im:enti\·es could bc madi: a\·ailable _ More 
significant is lhe fact lhat there exists no consisti:nt policy package for inrnh·ing local 
engint.-cring plants on a subcontracting ba~:is in lhe major national projt.-cts. ln1erna1ional ti:n<lers 
ti.1r work on these projccls do nol stipulate that local expertise and resoun.:cs should bc utilizi:d 
for design and manufacturing purposes. and measures could bl! formulaled to exploit thi:sc 
po,sibilities to speed up developmi:nt in the engineering. industf}' _ Then: is also considerabk 
scope for stimulating co-operation betwi:cn transna1ional corporations and local enti:rprises 
to acquire modern technologies_ This should be part of a national lcchnology policy.* 

Electrical capital goods: a case for amalgamation of small tmiiJ 

A quick glance at Tabk llLl..J strikingly reveals the: supply gap in electrical capital goods_ 
The capacity utilization rates in most recognized manufacturing unils arc: far bclow the installed 
capacity. Thi: projected di:mand for 1992/93 indicates 1hi: ni:cd for optimal u:-.i: of installi:d 
1.·apacity and further di:velopmi:nt of the industry ll' ki:ep p~ci: wilh rising di:mand_ 

Utilization rates wi:rc lowi:st in gi:ni:rators. di:ctric motors. power transformers and circuit 
hri:akcrs. In the latter two product categorii:s. the future supply gap is likely to bc highi:st. 
Even in the mid- I 980s. with mm.:h lower demand levels. Pakistan had to import that rypc 

of equipmi:nt. 

The numher of units in many cases is too small to i:xploit the economics of scale availahlc 
in the industry_ Their small size may also mi:an that thi:y have neither a sufficient numhi:r 
of highly qualified technicians nor sufficient capital to install the latest production equipment. 
This would account for the relatively low quality of much of the ·lomcstic output of electrical 
capital good:-. In order to raise quality and output. amalgamation of smaller units may he 
sought. This would help to achieve economics of scale that 1.·ould facili:ate rationalization 
of production which is ncccs:-.ary in many product categoric:-.. 

Domestic applimtct's mu/ dt•ctrical am.mmer gor><ls: tilt• challmge <f impon f'l'IU'tration 

The gap hctwccn the production CJpacity of the domestic industry and the demand in the 
Pakislan market is even wider in the ca:-.c of electrical appliances. As Tahlc 111.15 shows. 
th.:rc is excess capacity ... all the listed product groups. and in some cases (refrigerators. 
air conditioners) imporb outstrip domestic production. Utilization rates arc l">elow JO per 
cent in most product groups. Reportedly. 1he situation is heller in the radio/rclcvision indw.try. 
where some XO per cent of the market is supplied hy domestically produced goods. h1rcign 
enterprise also accounts for a large share in the domcslic output of radios and TV-sets. and 
these firms planned expansion in 1988/89. 

• h•r an analy11"il C'P'"1t1on of ll•<·hnolo!!} poli<"Y 1"11<'' and <·on,tr;11111\ la<"lf"I!! l'll!!lll<'<'flfl!! 1mh1\lrl<''· 'l'<' 
'f•.n!!mccrin)! mdtl\lr] · 1111w for ll'l"hr,olo!!] polil·y·. l'11ki111111 mu/ (i11I( l-:0111111111.11 ({Jr1ohcr J.t ~fl. 1•n!'l1. pp . 
• Yi ·l'I 



Table 111.14. Installed capacity of electrical capital goods Industries in 1985/86 and demand forecast for 1992/9~ 

Total 
RecogniztJ instdleJ Utilization of Demund 

manufacturing capadt) cupucity furccust" 
hems units 1985/86 (Percentage! I 992/IJJ 

Transformers 
al Distribution transformers 8 2,800 MVA 50-60 3,950 MVA 
b) Power transformers: 66 kV and 

132 kV 3 400 MVA :m-4o 3,664 MVA 
Switchgear and controlgear 6 6,000 panels 50-60 8,185 panels 

and boards and boards 
Conductors 10 40,000 tonnes 40-50 52,615 tonne:; 
PVC cables 8 30,()()() tonnes 40-50 41 , 9<Xl tonnes 
Insulators 2 5,000 tonnes 50-60 6, 236 tonnes 
11 kV Dropout fuse linings 7 300,000 units 20-30 
Electric motors 20 700,CX>O HP 30-40 880,CXXJ HP 
Generators and diesel generating sets -~ 100,()(l(J kVA 30-40 136.410 kVA 
Electricity meters 

- Single phase 4 755,<XXJ units 60- 70 I 1.676 million - Three phase 3 114,(XXJ units 70-80 
Miniature circuit 

breakers single. double. 
triple pole 40 Amps/500 Volts I 150,(XJO units 20-25 292 ,310 units 

Source: £con1>1nic Re1-iel\' (August 1988). 
ul Ba~d on the demand forecast fur the Seventh Five-Year Plan. 
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Table 111.15. Performance of domestic appliances and consumer goods in the organized sector, 1985/86 

l'mnhcr of histing 
n:wg nized installt:d 

hem' manu fal·turing .:apac1ty 
uni is I Numher> 

R.:frigcrator~. deep l~ 1:!5.000 
fn:eter' 

Air .:onditioner' 13 71,(KKI 

El.:1.·tri.: fan, 50 1.5'' 
mill inn 

ln1.·andes1.·ent lamp' K 97 
million 

fluor,•s..·ent lamp' 9 IJ.ll 
million 

So11rct': f..'cmwmic Rt'\'i1·w !August l~KKI. 

" lnduding a 0.5 million installed 1.:apal'll) of unorgani1.eJ uniis. 

Annual 
domestil' 
demand lmporls 

tNumhen ( Numhen 

115.000 90,0IKl 

·'K.!KlO :!K,lKlO 

700.IKKl :!O.•.KKl 

54 I) 

million million 

5.o Io 
million million 

Industry's 
sh<lrl' in 
domestic 
mark.·t 

( Numhl'rl 

:!5,IKIO 

10,0!Kl 

6KO.om 

45 
million 

4 
111illion 

Utili1;11ion 
of 

1.·apal'il) 
1 Perco:nll1gel 

:!O 

15 

4:'i 

:'i6 

:!ll 

....., 
0 
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A fairly large proportion of imported declril·al appliano:s is known lo enler lhe counlry in 
the persGnal baggage of people reluming from lrawl ahroad. This makes il difficull lo conlrol 
imports. lflhc domeslic induslry is lo he rnmpelilive. il is dear lhal 4ualily and sali:ty standard~ 
will have to be impron:d. * 

Alllomobile.\·: acn•leratecl <'Xpcmsio11 

The automotive industry in Pakistan started with assemhly operalions in the 1950s and 1960s. 
In 1973. a puhlic company. the Pakistan Automohik Corporalion (PACO). was sel up to 
develop a supporting engill\.'Cring infr.t.'>tructure. obtain advann.-d ll-chnology and initiale import­
suhstiluting domeslic car manufacmring. PACO co-ordinales lhe aclivi1ies of 11 affilialed 
companies and four joint ventures. 

The lotal number of locally assemhled vehicles is e'>timated lo rise from +L! 11 in 1987 /88 
to 70.000 in 1992/93. Table 111.16 reports lhe sales of motor vehicles in 1985/86- 1987/88. 
The sale of jeeps. trucks and buses has stagnated. The sale of light commercial vehicles in 
1987 /88 fell for the third consecutive year. while tractors recorded a sleady increase in sale 
fi.lr three consecutive years. Capacily ulilization in the production of trucks. hus.:s and tractors 
declined in recent years in contrast to a rapidly rising capacity uliliLalion rale in the production 
of cars. 

The government's indigenization policy has paid off in some areas. while it remains theory 
in some crucial segments of the aulomobile industry. A successful deletion programme by 
Bedford Truck. which had achieved 65 per cent of hx:al content with one of its models over 
a twenty-year period. failed as the government recently allowed Bedford lo scrap the model. 
On the other hand. the PACO units have developed a network of 450 local vendors for the 
production of vehicle parts and components at competitive prices. The PACO group has 
achieved indigenization across different segments of the aulomohile industry ranging from 
20 per l·em to 82 per cent. With the aid of assistance rendered hy UNIDO. PACO established 
a Vendor Development and Traini.1g Cell to provide technical information and training to 
prospective vendors for the manufacture of auto parts confonning to intemalional specifications. 
By lhe end of 1988 around 400 vendors supplied locally produced cm;iponents to PACO 
unils. The annual value was Rs 1.2 billion. 

Table 111.16. Sales of locall) assembled motor nhicles, 1985/86-19)1-

' Numh.:n 

Trud,, 
Bu'~' 
Li)!hl (lllllllll"r.ial \ d11,·1<-, 
k··r, 
Tra.rur' 
Cir' 1S11111~1 800 ,·,·1 

Total 

So1ir1·1·: 1';1~1,fan 1\ut11111<1h1k· C11rpor;1f11111. 
" l'row,·t 11111 

.:!.245 
590 

l.:! . .184 
.:!.:!4.' 
9.'1.:!'1 

15.975 

19>!6 87 

:! . .HI 
517 

11 .. 'tl6 
:!.IM 

I0.780 
IJ. 78_, 

40.9.:!I 

.:!.J8o 
5.:!' 

11 . .:!57 
.:! . .:!111 

11.780 
1'1.680 

• h•r <"\ampk. d~l'lri« l.111» .ir,· olt,·11111;11111Lll'tllr•·d h) 'mall prodnn·r, "ho dnof,· \l'r) l111k .111,·1111111111• 'akt) 
,f;11ul;1rd' lknn· man) ,·11ri-i1111cr' ;ir,· pr,·parnl fo pa) t"1n· ;1' 11111d1 a' lor ;in 1111p11rtcd 1;111 ol .1 ·"l'il k111m11 
hr.111d rhan fur till' lo,·al prod11rf 
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Cum:ntly there arc 2lX) auto parls-manufacturing umls. puhlic and pri\':.ile. in operation in 
the organi1.cd and unorgani1.cd sector-.. :\round 81 per cent of the installed '-·apa~:ity in the 
production of auto parts is lil\:atcd in Sind. while the remaining 19 per cent is silllatcJ in 
Punj:.ih. The k~t!ing unils indudi.: :\llwin Engi11t.-c:ring. Baluchistan W~-c:l-.. LanJhi Engint.-c:ring 
and Pak Machine Tool Factory. The lancr company. for l.''\ampk. has hcrnmc a major supplier 
of iransmissions to the domcsli'-· marki:t. Pakistan still imported Rs 6.969 millior.-worth of 
\1.'hidc parts in 1987 188. 

Link progress ha., tx-c:n made in the indigcnization progrJmmi: of Pak Suzuki Motor Company. 
a joint \'cnturc hc:twccn PACO and Su1Uki Motor Company Limited 1S!\1C1. Japan. Thi: 
company is producing 8(Xl cc \·chides and recently launchi:d an C:\pansion programme to 
huild a l .lXXl cc range car. This joint venture failed to achieve the use of 11x.:Jl rnnti:nt aho\'c 
30 per cent. while the target was set at 80 per cent. In jeep as!'>emhly only 18 per '-·ent deletion 
has hccn achic\'cd. The Suzuki plant pushed for lower deletion targets. and the period ol 
deletion was extended up to 1995 with reduction in the use of locai componenls. The World 
B:.ink has agreed to pm\'ide S 17.S million to Pakistan to produce exportahk 8(X) cc and 1 lXX) cc 
Suzuki cars. The total P'st of expanding the Suzuki Company is estimated al Rs I ...t hill ion 
($65 million). The national Dndopment Finance Corporation !Pakistan·, l:.irgest DFll is 
prmiding $16 million for this projc'-·:. 

Pak Su1.uki achie\'ed a con;mendahle financial success. and its contrihution to the exchequer 
in its six years of operation has hcen \'cry significant. In the face of P:.ik Suzuki"s high 
profitahility. the other major Japanese car manufacturers. a-. wdl as Fiat and Peugeot. have 
shown an interest in locally manufacturing !'>lllall cars and a range of pick·ups and \'ans. in 
mid-1989 Toyota succeeded in ohtaining a licence for .i new c.ir plant to produce c.irs with 
13.5 per cent ltx.:.il content. which !'>hows th.it foreign firms c.in !'>Uccessfully negotiate \\ ith 
the Gm·ernment of Pakistan for lkxihility in industrial policy. 

A private pl.int is heing e!'>tahli!'>hed in Sind to proJw.:e rnmp11n.:m., of Toyot.i cars 111'-·ally. 
Thi~ pn~ject is hcing sponsored hy the Hahih Group lone of P.ikistan\ l;irgcst hu!'>ine-.s house!'>). 
The plant is to ha\'C an annual capacity to 111.inufacture 10.lllKI Toyot.i Corolla cars. 6.IKIO 
units of Hikx pick-ups. 2lKl units of Hi-;1ec \·an-. .ind 2()() (;ind cruiser jeeps. The pnijcct 
is to he implemented in three: pha-.cs. Toyola of Japan will acquire a 25 pi:r ~:c.:nt equity stake. 
The project will cost Rs 850 million l'!i.W.X million) and exlcrnal loan financing will amounl 
to )12 million. 

Sin<l Engineering Limited I SEl.1 has plans to sc.:1 up ;1 new c.:nginc a'>'t:mhly plam for \1AZl>A 
engines from part-. importc.:d in a wmpktdy knodcd down 1CKD1 condition. The projc\."I 
- the fip,t of ih kind - will he: opcration;1l in 1990. The total cost of the projccl is c-.timatcd 
al Rs .'i.O million I 52J4 thou,;111d I out of which Rs 2.0 million will he ,~·nt on the rnn,truction 
of the huilding. The plant will he run on rnmputcri1cd and 'l."icntilic lines and fapanc':: expert-. 
will \is it SEL to train its worker-.. Pl;1n... arc underway to introduce.: a nc\\ range of \l.\ZI>:\ 
produch - B-2200 pid-ups. and 15- a .. wdl as 12- ... c.:atcr \1:\ZJ>:\ E 'cric' \an' \\ 11hin 
the next .. ix month .. to optimitc the production ra~:ilitic,. 



CHANGING INDUSTRIAL STRATEGY, 
POLICY ISSUES AND INSTITUTIONAL 
FRAMEWORK 

A. INDUSTRIAL STRATEGY AND PLANNING 

For well over a decade Pakistan has been follo\--ing a more liberal industriai policy with 
renewed encouragement of the private sector. Prirtization received a new connotation when 
the new government. in 1989. launched a major programme to divest a part of public sector 
shares to the private sector. 

Although the private sector has been assigned an increasingly important role. the public sector 
remains crucial in view of its central role in producing certain key products and the associated 
downstream industries. Government industrial policy in favour of public sector investment 
will need to concentrate in areas where private investment has been lacking - such as steel. 
heavy engineering. fertilizers. petrochemicals, etc. Priority in public sector investment is 
being accorded to the development of steel-based engineering industries. agro- and mineral­
based industries. and agricultural input industries. As a result of inefficiency. public sector 
investments have come under increasing criticism. 

Policy initiatives in pursuit of de-regulation and liberalization during 1982/83 - 1987 /88 
included inter alia: an increase in the investment sanction limit; drastic reduction in the list 
<'f specified industries (which require government sanction); reduction of tariffs on a number 
of raw materials; intermediate and capital goods; introduction of a three-year liberal trade 
policy; and upgrading of an Industrial Incentives Reform Cell (IIRC) into a Tariff Commission 
in 1989 to make recommendations on fiscal anomalies and effective protection. 

A series of measures has been introduced to de-regulate industrial operations in the cement. 
oil-seeds and fertilizer industries. Private investment was permitted in cement production 
and State-owned enterprises were allowed to vary their prices. Subsidies were substantially 
reduced and cement imports permitted. A ~;imilar package of de-regulation and r~form was 
adopted for the oil-seeds sector and a major di vesture programme was initiated by the public 
ghee corporation. 

The new course of de-regulation and liberalization had a IJlixed impact on privatl.·sec~or 
investment during the Sixth Five-Year Plan (1983/84-1987/88). Private investment in small­
scale. agro-industries and non-metallic minerals exceeded the Plan target. In textiles. chemicals. 
pharmaceuticals. rubber and miscellaneous products private investment was in line with the 
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targets set for the Plan period. Howc,cr. pri\ ale im cstmcnt in petn11.:hcmil·als and t\.-rtili11..·rs 
kit far short of npcl·tations. while it \\;ts only h 7 per l·cnt of thl· Plan target in hasil· mct;1I 
and other engineering industries. 

The pri\alc sector has generally occn rduclanl Ill in\CSI in long-gestation capital-intensive 
industries in the ;1hscncc of long-term commitments for protcl·tion and inccnti\cs. Lm\ tariffs 
on importcd l·apital gt11l<ls ha\C meant strong competiti,·c pressures from fon:ign pnl<ltKcrs. 
This is one m;1jor reason for low pri,·atc in,cstmcnt in cngint..'\.'ring industries. l~Kk of a scrnn: 
and inc'.\.pensivc supply of gas inhihitcd pri\alc in\cstmcnt in the krtili1cr industry. The hi)!h 
cost of srnnc of the indu ... !rial inputs ha-. made export indu ... tric ... less allracli\c th;tn import­
.,uhstituting industries. 

During iht: St:wnth Plan perioJ 11988/89- 1992/lJJ) puiicin and inn:nti\cs arc ocing 
formulated to encourage key industries such as engineering and high technology industries 
:ind to stimulate the modernization of agrn-proccssing industries. Emphasis is placed on more 
efficient export-oriented and sophisticated industries and on fostering the process of 
industrialization i;i lcss-dc\doped areas. 

The Sc,cnth Plan cn\isagcs .: suhstantial increase in pri,·atc in\"Cstmcnt. Of thl' projected 
private in\cstmcnt of Rs 87 .6 hill ion. rnmpart:d with Rs 9 hill ion for the puhlic sector. Rs 
22 hillion is earmarked for the engineering goods indu ... try. R' 19.ti hill ion for the agro-ha ... cd 
and small-.,calc industries. Rs 2..J.9 hillion for the l::~;tilc induslry and Rs l..J hillion for the 
l·hcmical industry. Thl.' remaining Rs 7. I hi Ilion i., planned for other industries. It is hoped 
that the new waves of liocralizati"n and fresh inccnti\"CS will attracl the pri\;1tc sector 1t1 key 
priority sector~ where surpiy shortages persist. e.g .. electricity gcncralion. telecommunications 
and roads. Negotiations arc under way to crcalc a SNMl million private sct:tor fund in order 
10 promote pri\"alc inn:stmcnl in dcctricity generation. This imestment fund is likely to he 
wntrihutcJ hy hoth hilatcral and multilateral agencies. 

An increasl.' in the outlay for -.mall-scale inJuslries is npectcJ to cnh;mcc their employment 
potential. The Plan also endearnurs to strengthcP linkages octwcen small engineering inJustrics 
and large-scale industries through the encouragement of suhcontracting arrangements. The 
Plan en\is;1gcs ;in annu;1I a\"eragc growth rate of 8.1 per cent in industrial output during 
1988'89 - I 9921lJJ. The targcled gn mth rate is optimislil·. particularly for large- ... L·alc 
manufacturing. 

The Seventh Five-Year Plan commern:ed ;11 a lime whca the l\'IEWorld Bank-induced 
conditionalit.~ w;1s al·ccpll.'d hy the !!ml.'rnmcnt for a three-year period. It i' important to 
1:'.\.aminl' the prospect-. for induslrial growlh in the li!!ht of the mtluenn: of the IMF and World 
Bank rcn1111111endatin11s on industrial policy in P;1kistan. 

B. THE INFLUENCE OF THE IMF AND WORLD BANK 

Within thl.' L'Ontcxt of the lkcemhcr 1988 three-year agreement with lhe l'.\1 F. lhl.' (imernmenl 
of Pakislan is formal!) L·o111111i11ed to ·L·onsult with lhc Mana!!in!! l>irl·L'lor of thl' Fui: ! on 
lhL· adoplion of any 111easures thal may he appropriaic ..... or whene\cr lhe \1ana!!in!! l>il"L'l'lor 
reque-.ls ... ud1 c1111'11lla1i11n. ·"" The induslrial policy 11111linl'd in 1lw kllcr of i111c11t L·11111111ih 
lhc !!11\l'flllllent 111 lhl' follm,ini;: 

lildL· rq!ula1ini; hu-.ine"" dl'L'isions: 
liil lin111inµ lhl' li-.1 of specified indu,lril'': 

1\11· d11it1lll<'ll1 1-1\ll XX 1\1. ~"\<'lllhcr l'IXX. l<'Jll""dtlll'd 111 /1111111111 /(1101,/,-, 11\.11.hhl. .11111<" 11. l'IX'l1 

I h,· 1\11· .n•r,'<'111<'111 ""' '1:•11cd h\ 1lw pr,·111111' l"l\<'111111<'111. h111 h." h<"1·11 11111\ <'lhi"1'"" 1,\ 1hc ,,..,, ''"\<'111111•.'111 

I h,· 1''"'""1 _'.'<1\l'l llllll'\11 ,, 11\dll' l llll<"l'lll1·d .1h11111 (lll"'<'I \ lll_l' 11' ,,,., \\ 11h lh1· 1\11· .111d 1h,· \\ <1ild ll.111~ 
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liiil raising the investment sanctioning limit a: ;ually:* 
Ii' l phasing out industrial location policies over a three-y1..·ar period. a.id pro\ision ,if 

infrastructural ~rvices at prices that rdkct e1.:onomi1..· costs: 
I \"I divesting the shares of public ~ctor companies to the private sector: 

l\i) institutir; ;,i nu·porate rationalization pmgramme (l; enhance efficiency m the 
remaining. i.e .. non-di\ested. public enterprises: 

1,·iil consider-; .g a realistic trade regime as a primary in\estmem or structural adju~tment 
effort: 

1viiil enhancing export incentives: 
1ix1 reducing the kvd of protection accorded to different industries: 
(:\ l reducing the list of rt>-;trictt>d import i~.:;:1s as wdl as those subject to 4uantitative 

restrictions: 

I xii achieving a tariff range of 0 to llX) per cent by ht July 1990: and 
(xii) phasing out all tariff exemptions by 1990191 ex1.·ept duty drawback ti.1r exporters. 

exemptions for import of ca;iital e4uipment in key industries and reasonable baggage 
allowances. 

In addition to the aboH' industry-specific recommendations. the folio'' ing prescriptions of 
the IMF"s macroeconomic recipe have a direct imp;.Kt on industrial de,dopmcnt in Pakistan. 

iii au inncasc in the kvd ,;f inJirc..:t taxation Un the form of a gcncrali;.cJ saks ta:'() 
hy July 1990: 

liil withdrawal of subsidies on gas. electricity. telephones and fertilizers: 
(iii) an increase in '.)roducer prices of major crops (wheat. collon. sugar-cane. rice anJ 

oil seeds) and in the prices of petrokum prnducts: 
(i\l a 12.5 per cent reduction in the public sector development programme during the 

agreement period ( 1989-1991 ): and 
(\"I restriction on government borrowing and aedit allocation 1\1 the private sector. 

The overall thrust of the IMF/World Bank-induced policy pronouncement is industrial de­
regulation and privatitation. In order to stimulate private industrial investment the World 
Bank has extended three major industrial investment credits ( 11c.,1 to Pakistan. The purpmc 
Of these crcJits has OCCn to restructure the industrial financing system and to further Jc\ dop 
the capital market. The present llC (totalling S 1-18 million) is conccrncJ with increasing the 
availahility of c4uity finance through the development of the Karachi anJ Lahore Stock Markets 
and increasing the competition among major institutions involved in the promotion of industrial 
finance. During negotiations with the World Bank. the government agreed to facilitate financial 
institutions· membership of the Karachi Stock Exchange and to implement husincss 
Jiversitication programmes hy the Pakistan Industrial Credit and lnn:stment Corporation 
1PICIC1 and Industrial Development Bank of Pakistan llDBP1 in order to provide a •\ide 
range of financial sen il.'cs. 

Phasing 0111 11011-tar~lT harrias 

The World Bank** argues that Pakistan's trade r ... !ime provides high and extr1.·mcly uneven 
levels of protection to various domestic industries. \:ith many commodities benefiting from 
almost ahsolutc protection. Due to exernptioros. haggagc allowan1.:cs and extensive smuggling. 
some products enjoy lower nominal protect ton than those implied hy the st11tutory tariff rate'>. 
This comhination of heavy protection and extensive exemptions and import leakages I formal 
1111d informal) has festered an inconsistent structure of protel'lion with ind1.·tern1inate and. 
pcrhap!-!. continuously changing effects on the incenti\ .:s fur industrial invcs:ment. As a result. 
socially suhoptimal prPd•1Ction and inve.,tment decisions in terms of production mix. 

• • World B;111k. /'11~ 1111111. ( ir1111 th /11r,.11gh ·lt11111t111n111 W',1,hln)!l11n. I l '· . I 11XX I. lkport \11 711 X (',\I\. p. 71. 
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di,·crsifo.:ati'in and plan! scak arc being undertaken whik olhcr 1..'\.onomic opportunities arc 
ti.m:gonc. Finally. as a rcsuh of the complexity and diverse effects of \'arious elcmcnls of 
lhc proh:cliw slrul·lurc. ii is very difficuh for lhc government lo dctcm1inc ihc cffecls of 
the pn::.cnt impor: regime and lhus administer the protective system in a way !hat supports 
Pakislan·s cconnmil· objectives. 

On lhc basis of this analysis 1hc World Bank argues lhc case ~·x Pakis1an phasing out non­
tariff harriers. lowering !:..:riffs. eliminating cxcmplions and dcvaluating the rupee in terms 
of major trading partner currencies. The World Bank has drawn up a two-phase lradc rcfom1 
package for Pakistan:* 

Phase one: 

Ii I replace ex isling bans and restrictions with tariff prolL'l.:tion lcxccpt for those regulations 
instituted for non-economic objectives such as hcal1h. safely. religious. and national 
security purposes). and also remove the remaining value limits on imports of 
machinery and millwork: 

liil abolish surcharges (except for lgraJ** and raise the customs duty on duty-free items 
to at least I 0 per cent 

(iii> lower prohibitively high lariffs: 
I iq maintain the export promolion measures supporting frL'Cr access to imports. and r1..'liuce 

duty exemptions/concessions (INith the c.xccpti1lfl ,lf inputs for export products and 
the duly-free baggage allowance. whose scope ought lo be gradually reduced): 

(\')rationalize the tariff structure to remove various anomalies: and 
(vi) inlroduce special excise taxes on consumption of luxury goods. 

Phase two: 

(i) lower all tariff rate:.; from a maximum ceiling of. say. 120 per cent inili:illy. and 
gradually reduce these maximum ceilings. in two lo lhrce successive years. to about 
50-60 per cent: and 

Iii) complete the phasing out of non-export related duty exemptions/concessions and 
the differen1ial lreatmcnl of imports. 

In the face of a mounting pressure to liberalize the induslrial policy and lradi: regimes. the 
new government remained fully commiued to de-regulation and tariff reform initialives. 

C. THE NEW INDUSTRIAL POLICY PACKAGE 

Ne1r U'll\'l'S <f /ihaali;.atio11 

The ·rnduslrial Policy Package 1989. was formulated wilh a view to overcomi11g the 
inadequacies of the industrial development policies of lhe pasl. The sanctioning procedure 
has heen liberalized: projecls costing 1..:ss than Rs I billion no longer require sanctioning 
provided !he enrire amounr is realized from privare sources. excepl for !hose projects which 
fall within the specified lisr or where foreign equity is 50 per cent or rnore. The lisr of specified 
industries neces~:iraring governmenl approval has heen reduced from 12 h• 7. The sancrioning 
procedure has heen simplified and a rime limit of 60 days has heen fixed for approval of 
a projecl whenever -,andion is required. Under the new policy rhe Minisrry of Industries 
would ensure rhe supply of infraslruclural facilities ro the industries within 60 days of approval 
of a projecl. Orher salienr fcarurc' of rhe New lnduslrial Poli9 Package include an array 
of incenlives and a 'one window' faciliry to speed up rhe pace of indusrrial inv..:srment in 
rhe counrry. The Policy Package aim" al achieving rhe following ohjL,lives: 

• find. pp. 76 and 77. 

• • l)!ra " an t:<llltalmn l;u. 
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(i) creating employment opportunities through the development of labour-intensive 
projects: 

(ii) reducing regil'nal imbalances in industrial do·etopmcnl: 
1iii) assigning a pirntal role to snnll-scak industries: and 
(iv I developing key industries such as billlt.'Chnology. fibre optics. solar energy cquipn"k:nt. 

computers and software. electronic equipment and fertilizers. 

De-regulation 

With a view to n:moving the difficulties faced by local as wdl as foreign entrepreneurs in 
obtaining sanctions for the establishment of industrial enterprises. the Board of Investment 
(BO() headed by the Prime Minister and the Committee of Investment 1COI) headed by the 
Minister for Industries were constituted. The present government dissolwd the Board of 
Investment and restored the sanctioning authority of !he Investment Promotion Bureau. Under 
the 1989 New Industrial Policy Package BOI sanction will be required only in the folh'" ing 
cases: 

(i) indusmal units costing over Rs 1.000 million: 
Iii) specified industries. namdy. arms and ammunition. security. currency printing and 

mint. high explosives. radioactive substances ... kohol and beverages based on 
imported concentrates. manufacture of automobiles. tractors. farm machinery and 
petroleum blending plants: and 

(iii) projects where major policy decisions arc involved. 

The sanctioning procedure has been liberalized. giving maximum liberty to the entrepreneur 
for the selection and establishment of enterprises. The sponsors can also apply directly to 
commercial banks and development finance inslilutions for financial assistance. Those 
impl1~mcnting a project requiring no sanction of the g1lvcrnmcnt can apply directly to the 
Chief Controller of Imports and Exports for an import iiccnce or permit for plan! and 
machinery. Obtaining a No Objection Certificate I NOC 1 from the Provincial Government 
has also been simplified. 

Fresh inc£'1llfre.\· 

A four-year tax holiday has been allowed throughout Pakistan lo those key industries which 
arc cstahlishcd up lo the end of the Seventh Plan. i.e .. .10th June 199.l. This income tax holiday 
is admissible for a period of 8 years for all industries proposed to he localed in selected less 
developed areas. A higher income tax rehatc has hccn granted for hi~hcr value added exports. 
Export earnings from textile garml!nls. lca1hcr garments. engineering goods and elc<:troni1.·s 
arc eligihlc for 75 per cent incoml! tax n:hatl!. comparl!d with 50 per cent for olhcr il•.:ms. 

The key indus1ri1.·s arc cxl!mpl from payment of customs duly on imported machinery. provided 
such machinery is nol manufactured locally. The inccntivl!s will he admissihle to industril!s 
sci up hclwccn 1988/89 and 1992/93. The output of induslrics sci up in selecled hal·kward 
areas is exempt from sales lax for a period of 8 years. Quantila1ivc rcstriclions and non-tariff 
h;1rriers on 162 import items have heen remo-.:ed wilh a view to ensuring an adequale supply 
of raw malerials to domestic producers. The negalive lisl of imports has heen reduced 
~ignilicantly. Duty drawhack is 10 he paid wilhin one week. 

Overseas Pakistanis arl! not rl!4uired lo disclose lhe origin of the funds for inveslment. and 
can import second-hand machinery without producing a surveyor's certiti1:ale. There is no 
reslriction on the re-sale of 1he machinery after i! has heen imported. Overseas Pakistanis 
arc also rermillcd to invest their ~avings in new puhlie share offers. rurther. non-resident 
Pakislanis can invcsl in industrial pro1ccts in the Karachi Export Pr<Kessing Zone <KEPZJ 
on the hasis of regulations for non·rcratriahlc investmenl. 
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nu· i11dige11i-:atio11 policy 

The indigcni1.ation policy encourage-. linkage.· hc;•\ccn large ;:r.d mcdiumi-.mall imJu-.tric-. 
and the -.a\"ing of foreign C:\changc. Duty un ra,\ materials used hy engineering industry 
or hy their \"Cndor units i-. cc111plctdy \\<ti\"cd or -.uhstantially rcdul·cd. There arc no capacity 
rc-.trictions on indu-.tric-. l'll\ercJ hy the Jdction programme. The customs duty cwmption 
on raw matcriab C:\tcndcJ to asscmhly-cum-manufacturing unit.. i-. abo C:\tcndcJ to their 
approwd suh-units. to the C:\tcnt that those manufacturing items rnmc under thl' deletion policy. 

lndustriali-.b arc prm idcd with loan-. at nmccs-.ional intcn:-.t in order to encourage the u-.c 
of hK<1lly manufactu:-cd machinery. A pen<1lty duty of llXl per cem m·er and aho\"c the cxi-.ting 
rate of duty may he k\icd if any item i-. not deleted as per the si.:i1cduk. A -.cparatc ~:di 
ha-. Ileen -.ct up in the Ministry of Indu-.trie' with a \"icw to formulating and monitoring th;: 
deletion programme of all the automoti\"C. dcctriG1l engineering and other indu-.tric-. in the 
puhlic and pri,·atc sector-._ 

The indigcni1.ation policy in Pakistan will need to he streamlined with a \"icw to formulaiing 
a rnhe-.iw -.tratcgy rnnducive to foreign in\"cstor-. as well a-. achieving the ha-.ic ohjcctiws. 
Thi-. calls for an in-depth stmJy of factors thai continue to impede the rnuntry · s progress 
in indigeni1.ation. 

D. REVIEW AND APPRAISAL OF INDUSTRIAL POLICY 

Polin· n111ti1111irr . -

Since the advent of the present regime the pron:ss of lihcrali1.ation is hcing speeded up. as 
the present go\"crnmcni remains fully committed to the progrcssi\"C expansion of the pri\"all' 
'cl"lor. There has h..:cn a sharp reduction in the numh.:r ol inJu-.tric-. rcscr-. cJ tor the puhlic 
-.cl"lor. and new a\"cnuc-. arc open to the pri\"atc scl"lor. The gmcrnmcnt abo n11111nits ihdf 
not to nationali1.c any indu-.trial unit in the future. 

Lihcralitalion. de-regulation and new incenll\"Cs can fo-.tcr industrial Jc\"dopmcnt when the 
provincial authorities particip<1tc fully in the new course of indu-.trial re\"italintion_ Without 
a significant inncasi: in the resources of the •:on•:crncd pro\"incial authorities. who arc in 
charge of pro\"iding infrastructural f;Kilitics. 1hc practiGtl implementation of new 1nci:nti\"cs 
may hi: Jiftirnlt. The New Padagc ensure.., the -.upply of infra-.trul"lural fa~:ilitie-. within hO 
Jays ol the approval of an indu-.trial project. Thi., ni:ci: ...... itate.., pro\"inl·ial ni-opcr;1tion to gear 
the local machinery in charge of lhc-.i: facililic .... II i-. abo kit thal rl·prc..,cntation.., from the 
Cl·ntral Board ol Revenue. the Cu ... 10111s lkpar1111cn1 and finanl·ial in ... 1it111ion' in dccision­
making bodic.., would facilitate the smooth impk111i:nlation ol indu-.lrial de-regulation policic'>. 

/11m111par i hie· jis ml poli n· 

An 11i;1)o,: .:11 !i:aturl· ol ihe 111Ju..,trial incentive sy ... 1e111 i ... the gr;1 · .l pha..,ing 0111 of ncmption .... 
... ulhidil''>. ct•;. There ha., hi:en an in~:rea'>c in the la:\ hunkn a., a laq!l' numher ol indu ... tric.., 
previnu ... ly cxcmptl'd from sale-. tax arc now suhjccl lo ii. A., ;1 rl''>llll of ;1n inll"l«l'>l' in the 
la.x hurdcn thl' l·orporall' savin)! rate i-. cxpcl"ll'd ro remain -.ta)-'nant durinµ the fisl·al year 
llJXIJ/1JO. A numhcr of major indll'>lrial unih in till' ll'xliil· and '>ll~ar ... el·tor.., in parti.:ular 

..,la)!cd protracted lnd-11111'> lollowin)! thl' ex ten.., ion of .,;ill'-. ta.x l·mcraµl' in lhl' I 1JXIJ.' 1JO 
hud)!l'I. lk~·enl ly llll'rl· \.\ partial rl'lr;K·tion of ~all'., lax n ll'n~ion nwa ... url'..,. Thl' IM I-"/ World 
Bank-induced fiscal n· 1i-. ll•ml 10 ht.: rl' ... tril'lioni ... 1. )!iVl'n a reduction in 'a\ ing ... and 
i 11\l' ... l llll'lll. 
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Closing dmrn "sick. · industrial units 

The go\'crnmcnt is for the first time in owr ~O years committed to ~rmancntly dosing down 
"sick· puhlic sr:ctor units. Banks and financial institutions haw heen instructed to dc\'dop 
fin;.incial packages Ii.ff the li4uidation of ·sick· units. The phasing out of the ·sick· units is 
part of a more 1.:ompn:hensiw St • .llc wi1hdrawal from manufa1..·1uring inn:stment hoth as owm:r 
and regulator. 

It is estimated that around 1.000 industries arc non-o~rational. The new gon:rnment's 
determination to ~rmanently dose down sid units was timdy. Bu~ li4uidation of a company 
docs not necessarily mean the physical destnil.'.'lion of assets. These assets rnuld t>e used hy 
other indu:-.tries. There is a need to formulate a rnmprehensi\'e policy for putting the physical 
assets of non-operational units to alternati\'e uses. Conn:ssional financial assistance would 
he needed to facilitate such an exercise. 

Fordgn inn·srmelll 

Foreign in\'cstment has remained rnnccntrated in a small number of suhscctors - ti.:rtilizers. 
~trolcum. tobacco. food manufacturing and dectricals. Further foreign investment has been 
oriented towards projects where initial fixed capital costs were high or where foreign 
collahoration was essential due to changing production technologies. There has been liitlc 
incentive ti.lr the creation of linkages with local manufactures. Product techn1llogies. es~cially 
in pharmaceuticals. be\'erages. tobacco and dectroni.:s have been jealously guarded and new 
in\'estment has heen low. 

There has hcen contmuing dialogui.: hi.:tween foreign companies and thi.: go\·i.:rnment ri.:garding 
thi.: di.:1i.:rmination of ti.:chnical fees and royalties. particularly in projects inrnlving the import 
of advanci.:d technology. Go\'ernmcnt guidelines arc regarded as inadc4uate hy many foreign 
rnmpanii.:s di.:spite thi.: new wavi.:s of lit>eralization. 

Thi: most important constraints on thi.: grnwth of fori.:ign privati.: manufacturing invi.:stment 
havi.: hi.:en thi.: infrastructural hottlc-ned.s. This is true in all ri.:gions with the exception of 
a li:w major cities. Continuing energ} shortagi.:s have hi.:i.:n particularly inhibiting. Thi: 
transportation and ti.:lccommunications hot!lc-ned.:s have ;1lso hi.:i.:n serious (onstrainh. 
Stimulating foreign investment would inrnlve mori.: than olfrring attractivi.: incentive packages. 
Improving the foreign investmi.:nt dimale re4uiri.:s an immediate improvement in the law and 
ordi.:r situalion. and an increased commitmi.:nt of financial resources to reduce i.:nergy and 
transportation constraints over the medium run. Moreovi.:r. adequate physical infrastructure 
will ha\1.. to he provided in areas which have a strong industrialization potential. 

Nell' trade policy 

In spite of some progress in implementing the refor111s suggested hy the World Bank. trade 
performance has nor i111prm cd. Pakistan· s manufactured export perfor111ance has heen 
disire"ingly poor in recent years. A major impediment to the growth of engineering exports 
has hcen the widening conllicl between the two nwjor puhlic si.:ctor engineering co111panies. 
K;1rach1 Shipyard and Heavy Mechanical Companies on the oni.: hand and ltdaq Foundries 
Ltd (th1· leading privare-se<.:tor engineering firm) on rhc other. lrdaq Foundries was unahle 
to produce for most of 198'J hecause Karachi Shipyard and Pakistan Railways rdu-.cd lo 
unload and lransporl raw 111atcrials purchas1..·d hy Irefaq. Thc.,e prohle1m will need lo he 
addressed with an ohjcctive evaluation of poliri,:al wntlict' lhal hindi.:r industrial perfr1r111ance. 

Prod1K·t group' in whid1. ;K·rnrdin~ !11 World Bank e~1i111atc:,, the cffrctive exchange rares 
arc most fa\ourahle lo exporters (e.g. 111anufmi1ll'l'd export') have nor pcrfnrrned helter than 
other~. Term~ of trade c11n1inue to he 11nt'av1111rahlc and rhcrc ar1..· simply fl..'\'· reasons for 
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belic~ving that eliminating the presumed anti-export basis in the protectionist system will 
stimulate exports. Low price elasticities of demand for textiles and clothing exports may· 
continue seriously to constr.tin the growth of Pakistan·s exports in the mt.-dium run. 

T<•dmology policy* 

A serious drawback of past industrialization strntegies has bt.-en the lack of dearly Jefined 
means for absorption and promotion of industrial technology. The frontiers of modem 
technologies have not been properly assessed. This problem manili:sts itself in a number of 
ways. e.g .. weak appraisal of modem technology. lack of int(mnation on the l·osts and benefits 
of alternative technologies. lack of irr.portance attached to the technology issue at the time 
of implementing projects. and 1--ck of management capability for !he smoother transfer of 
technology. 

There is a need to make a comprehensive evaluation of the role of existing tt.-chnical universitit.-s. 
technology research centres and regulatory agencies related to industrial technology transfor 
and development. Without closer linkage to these research on?anizations and in-house R & 
D efforts industry will hardly be able to modernize and become internationally competitive. 
The small-scale engineering units have limited access to the latest technolog~ . Institutional 
arrangements for the transfer. development and dissemination of information on technology 
to small industries are deemed vital. The Seventh Plan devotes some attention to technology 
transfer through subcontrnl1ing and the new policy package explicitly refers to the introduction 
of new technologies as a major issue. But the technology policy deserves more attention to 
enable Pakistan industry to modernize and become more competitiv.:. 

lndu.'itrial location policy 

In order to achieve regional balance in industrial devdopment it is nt.-cessary to identity gro\\th 
opportunities in each province and to create infrastructural facilities after careful assessment 
of suitable ventures in those areas. Although pro\'incial governments have identified many 
growth areas. the problem is to select the most logical areas on the hasis of economic criteria. 
A decentralized provincial emphasis would also need to pay attention to .:conomics of scale 
and the locational requirements of various industries. 

Some provincial governments argue the case for th.: puhlic sector playing a significant role 
in the most hackward areas. If such initiatives are lo he suhsidized. the pros and cons of 
such an exercise will need to he analyzed in the light of its long-term implications for striking 
a regional halance ir. industrial development. 

Capacity ltlili:.ario11 

Mm:h of the policy focus hitherto has heen on investment planning. An e\;1111ination of 
production planning is warranted to identify the determinants of optimal use of exi,ring 
production facilities. Sizeahle capacity in manufacturing remains unu1ili1.:d mainly hecathe 
of supply constraint,. Th.:re exish 'uhstan1i;1l scope for changes in rhe supply response of 
these factors to industrial revival. However. whc.:n dom.:stic 'upplies of indu,tri;1l input.. fail 
to meet demand. there i' a clear case for making more f;miurahlc: allo\.:;1tion' of foreign 
exchange for lhe impon of r;1w ma1e,·ials. 

As~isl;mce lo input ~upplie~ \.·an he e~pe\.·i•1lly dfe\.·tive in "'lving diflkullies expericnc.:cll 
hy sm;1ll tirms in capacity utili1ation. Input supply constraint' could he e;1sed hl a large extent 
lhrough lhe liherali1a1ion of hank \."rl0 llit for raw material ptir\.·hases. Import of ra\\ 111a1cri;1(, 
hy small-sGtle inJustrie' could also reduce their wmpeliliw disouhant;1ge and make lh\.·m 

• ·rh,· 1'11 11 11"'"~ ,,·,·1111111' ha,,·d 1111 •JW•·11'1,· r,·,·11mm,·111la111119' 111 .111 l"'Jlt:rr W11rJ..111)! Cir1111p 1111 l11.h1•lr1.1l l'nh\~ 
,11111 Srrarq:~ S.-· "''"""""' Hn1n1 11\;1r.1lh1 l'IXX:. V11IXIX. :--;., ~.pp :!.7 ''' 
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more efficient in utilizing existing capacity. Underutilization of capacity is often related to 
l~bour disputes. New inl-entive schemes with wage remuneration for greater productivity 
could enhance capacity utilization. 

The role vf the public sector 

The public corporations sponsored by the Federal Government hold assets worth Rs 27 .08 
billion in manufacturing. Financial allocations for the modernization and expansion of existing 
enterprises imply a rise in public-sector industrial activity in absolute terms. The expansion 
should be matched by further rises in performance. As mentioned earlier. commercialization 
of the public corporate sector has enhanced the financial performance of many enterprises. 
Nevertheless. bureaucratic practices still impede performance in many instances. A more 
business-oriented public corporate planning policy could help to further improve the 
performance of the public sector. There is a need t:l prepare strategic plans for the publil: 
sector and further privatization of public sector industries may have to be contemplated. 

Wage increases in public sector enterprises could be related directly to corporate profitability. 
Public sector projects will need to be treated on a par with private-sector projects in matters 
related to pricing. project approval. financing and tariff protection. Additional investment 
will have to be financed from internal reinvestible funds. Internal gene:ation of resources 
for such a task calls for determined effort.<; towards restructuring some public-sector enterprises. 
The new divesture policy has created an uncertain environment for the public-sector enterprises. 
This affects the operating environment and staff morale. A clearly formulated divestment 
policy which takes account of all these relevant aspects is therefore needed. 

Downstream enterprises 

The creation of downstream industries ha<; not been clearly conceptualized. Around 41 per 
cent of lhc lotal industrial investmenf is earmarked for basic metal. engineering goods. 
chemicals. petrochemicals. fertilizers and pesticides during the Seventh Plan with a hope 
lhat there will be simultaneous developmenl of respective down.'itream industries. The expected 
slructural change lhat rhesc induslries were lo bring aboul did not occur during 1:1e Sixth 
Plan period. 

In lhe case of pclrochcmicals, an option open lo lhc Governmenl of Pakislan is to negotiate 
with large enrcrpriscs in Asia lo ensure che supply of raw materials at favourahle prices in 
retllm for equity invcstmenl in downstream petrochemical projects in Pakistan. A well-defined 
indigcni1.ation policy for the engineering industries could be formulaled to prOfTIO(e downstream 
activilics. 

EnerRJ 

There is considerahle emphasis on private investmcnl in rhc energy seclor now. This policy 
inirialive won lhe approbalion of several muhilaleral and hilareral agencies. Bur even if all 
hydro. lhcrmal. coal. nudear and convenrional resources for gencraling e1Cl.1ricily arc employed 
lhe supply may nor keep pace wilh rhc growing needs for indusrrial and olher uses. A need 
exisls lo examine olher oplions. 

Pakislan is in a privileged posilion to explore lnc possibiliry oft.sing solar energy lechnology. 
Modern and advanced melhods have recenlly come lo lighl and a number of counrries have 
developed programmes on solar energy. Such inilialives could form an inlegral pan of induslrial 
planning in Pakislan in order lo achieve self-reliance in meeting lhe counlry's energy needs. 
Governmenl research inslilulions and privare organizations may he enrnuraged lo explor~ 
lhe possibiliries of ahernative sources of energy. 
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E. INSTITUTIONS FOR INDUSTRIAL FINANCE 

A kt:y i:kmt:m wilhin lht: induslrial inct:nli\"t: syslt:m has hc:t:n lht: pro\"ision of low-cosl 
induslrial tinanci:. Thi: fin: national rnnuni:rcial h&mks 1NCBs1 in an awragi: typil·al yi:ar 
al·counl ti.1r a""lUl 85 lo 90 p.:r ct:nl of al! :1d\"anct:s. Thi: Slalt: Bank makt:s spt:c.:itil· cri:Jil 
allocaliuns lo lht: NCBs which cannol he.: uliliz.:d for olht:r pm posi:s. Wilh lht: dt:\dopmi:m 
of lht: T i:m1 Financi: Ct:rtificalt: ITFC) tem1 knding has hc:comi: wry popular sinci: 1983. 
In 198/ ·1c1ual Jishursi:mt:nl of lt:rm loans lo induslry amoumi:J lo Rs ..i hi II ion. repri:s.:ming 
ahoul -l5 p.:r l·t:nl of gross fiwJ inwslmt:nl. Loan financing is of crilical import~nct: in 
mainlaining induslrial inwslmt:nl kwls. 

The following art: lht: ki:y financial inslilu!ions: 

Thi: Pakislan lnduslrial Credil and lnwslmt:m Corpora1ion I PICICI 
This is lht• only pri\ &tldy-ownt:d instilulion: it is sp.:cializt:d in fon.·ign l"\changt: loans 
10 mt:dium- and largi:-scak induslry. 

The l~duslrial Dt:\ dopmi:m Bank of Pakislan 1 IDPB I 
lls activitit:s focus on mt:dium- aud small-scak induslry. 

The !'la1ional Ot:\dopmi:m Financi: Corporalion I NDFCI 
This inslilulion prO\ ides lc:rm financing and working capilal. 

Banki:rs · E1.1ui1y Limiled I BELi 
Originally ;m Islamic.: financial inslilution. h undi:rwrites .:4uity issues and arranges nmsoni&1 
finance partic.:ipJlion hy lhe NCBs. 

The lmt:stmt:nl Corporation of Pakisran 1 ICPI 
Engages in similar financing acti,·ities. and op.:ralt:s a numhc:r of murual funds. 

The Narional lnw-.rmi:nl Trusl I NIT> 
This ins1i1u1ion opt:ralt:s mulual funds and unir lrusl sch.:1111.:s. 

Pak-Kuwait. Pak-Lihya. Pak-Saudi 
Joinl wmures. pro\"iding loans and \enruri: c.:&1pi1al. 

Lt:asing rnmpanies 
A numhc:r of lht:~ h;1\.: hc:t:n l'st1hlisht:d sine.:.: 1985. Thi:y c.:;1h:r for -.mall-sc.:ak c.:merpri~s. 

Sine.:.: lht: adop1ion of a 1igh1 mone\ polic.:y hy lhe cen1r;1i hank. lhl' Dt:\dopmem Finan"·c.: 
ln-.1i1u1ions I DFlsl havl' hc:c.:omc more c.:aulious. Some. sul"h as lhl' IDRP. h;I\ c.: foc.:t:d st:rious 
prohkms of defoull. Although B<>r s t:mphasis on spt:ed) dc"·isions havc.: led 10 a spat.: of 
project apprm;1ls h) NOH'. REL ;md PICIC during 1989. lht:sl' ha\l' rt:1m1ined l"on"·enlraled 
;unong ;1 sm;1ll numhc:r of husiness housi:s. Conrinualion of•• "·onsl'r\ ali\ L' mont:l;iry polil·y 
"ill mean a rl.'dUl"lion in the level of industrial l"rcdil. This" ill disproponion;11e!~ ;1fkl·1 s111;1ll· 
sl·ak and llll'dium-sG1k emerprist:s. 



RESOURCES FOR INDUSTRIAL 
DEVELOPMENT 

A. AGRICULTURAL RESOURCES 

Food a11d casl: crops: t•11/umci11g productfrity 

The major food and castt crops han: recently achieved significant producli\·i1y grow1h ra1es 
due 10 1he comhilk.-d cftl.>cls of favour.ihk wcalher condi1ions. imroduclio:t of new high yielding 
\ariclies. increased a\·ailahilily of fertilizer inpuls and pcs1icidc. policy mc•asurcs facilitaling 
in\cslmenls in waler devdopmem and irriga1ion sys1ems and. in panirnlar. higher prncurcnlCf!' 
and support prices. 

Self-sufficiency has now hc:cn achic\·cd in rcspccl of all major food crops. wi1h 1hc cx,·cplion 
of cdihk oils. The major food grain crop is wheal with a 101al produclion of l.:!.9 million 
lonncs in 1987188. followd hy rice wilh 3.3 million llmncs and maize wi1h I. I million 1onncs. 
The 1wo major food crops which reached lhc highcsl produclicm growlh ralcs during 
1970-1989 were conon. wheal and maize 1scc Ta~lc V. I). In 1988189 thc 4u;?nlum indices 
I I %9170 = I 00) reached a lc\"d of .:!.:!3 for wheat and 186 fr 1 maize com!larcd 10 an aw rage 
index \"aluc of 179 for total agricultural produclion. Of the cash crops. 1hc most important 
arc sugar-cane and collon: 33. 7 million tonnes of sugar cane and I A million tonnes of raw 
couon were produced in 1988189. Production growth was highesl for collon. 

Pakistan has traditionally hc:cn a rice-exporting country. Although rice exports ha\·e dedinc:d 
from $.:!-J.:! million in 1983.1~ to S.:!31 million in 1987/88. the coun1ry ranks among the world· s 
major suppliers. Roughly 1mc-third of exptms wc:rc: of high 4uali1y hasmati rice and 1wo­
thirds were of other varieties. The: olhcr major agricultural c:xport is raw collon. the cxptirt 
of which increased from 5136.3 million i11 i 9831~ to $380. I million in 1987 88. 

An imptlrlant segment of 1he agricullural scclor is the fruit-producing suhscctor. The rate 
of growth of production of citrlls. mangoes and gua\ as has been modest and production lcvcb 
of lhe first two have hc:cn suhjcct to some tlul"luations (sec Tahlc V . .:!). Banana production 
has increased significantly hut the 4uali1y of Pakistan hananas is low. and link research h;is 
hc:en done to impr.ive upon this. 

While c:q1ort earnings of fruil have increased hy more 1han :!50 per cent. 1hc volume of \'Xpl'. .ts 
incre;iscd hy only 60 per ~·ent during 19~!85 - 1987 X8. The increase in cxptirt earnings 
of fruits h;is largely heen a rnnsc4uence of impron:mcnls in prices. and there h;1s not hcen 
a significant hrcak1hrough in major !particularly Middle Easrernl markets. The fruit·procc-.)ling 
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industry rdics cu:lusiwly on the surplus of the fresh fruit markets. Thac arc no major tinns 
with production facilities of their own. and contr.icting arrangements with fruit producers 
arc wry un1..·ommon. * The fruit pnx:cssors usually work in small-s1..·alc estahlishments and 
arc in no position to exploit economics of SCOik. They arc unahlc to guarantee ddi\'crics on 
time and arc therefore ai a serious disadvantage in the Middk Eastern markets. Whik the 
&\'enth Plan rl'l:t~gnizcs the importance of the fruit processing industry ~ts an export n:\'cnuc 
generator. a progr.immc to increase the \'Crtica! ;ntcgration of the fruit pmccssing industry 
has yet to emerge. 

The main constr.iint on the growth of agricultur.il proJu1..1i\'ity ha_, bt.-en the land tenure system. 
In order to enhance agricultural producti\·ity and inter-sector.ii tcm1s of trade. the go\'cmmcnt 
is rdying upon the standard IMF package of raising procurement prices and other policies. 
Howl.."\·cr. there has bt.-en a simultaneous decontrol on the prices of major agricultural inputs 
- krtilizcr'i. pesticides. seed. power - and the lewl of agricultural suhsidization has gone 
Jo\\ n significantly. This is likely to haw a nl.."gati\'l" impact tm the producti\·ity of small­
anJ medium-sized farms and will possibly increase the concentration of landholding~ anJ 
agricultural income. 

It may therefore he expected that agricultural productivity will 2row 'ilowly anJ remain 
susceptible to changing weather conditions. anJ - particularly in Punjah and Sind - to floods 
which ha\·c hecomc more damaging in recent years. Nevertheless supply shortages may not 
constitute a major constraint for the expansion of the agro-based industrial branches in the 
medium run. 

Fi.'iheries: ill.'iufficielllly exploitt•cl potmtit1/ 

Pakistan has large fish stocks. but most of these haw not yet heen commercially exploited. 
Total catch in 1986187 amounted to 398.000 tonnes with more than 80 per cent coming from 
marine sources (sec Table V.3). prawns and shrimps heing the main item. Apart from their 
importance as a cheap source of protein supply. fish and fish preparations accounted for around 
3 per cent of total exports in 1986187. Their share of GDP. althourh increasing. has remained 
helow I per cent. About IO per cent of the outpl!t is exported. Prm:essing i"' minimal. 

The go\'cmment is endeavor•ring to develop the fisheries sector. Loans for the purchase of 
fishing trawlers arc granted on wry attracti\'C terms. The rehabilitation of the Karachi fishing 
harbour and the construction of Korangi fishing harbour arc scheduled for t:ompletion by 
l 9tJ3. Under the Seventh Plan the Giwadar fisheries harhour-cum-mini-port is to he built 

Tahle \".I. lnde'\ ulue or production or major crops, 1985186-1988189 
I 1970 71 I001 

l'>K'i Kh l'>Kh K7 11lK7 KK 1 'lKK K1l 

Wh.:at .:!l'i IKh l•)h ,,, 
Ri.-.: Ll.' l'iK l.t7 IW 
!\.fa111· I.to l'i'i 1'17 l'i.t 
S11)!;1r···;m.: I .:!II I.:?•> 1-t.:! l.t'i 

Tn!al f11<1<l IKI 17X 17:! IK'l 

C"n11nn .:!.:!.' .:!.t.:! .:!71 .:!'\•I 
.......... ,., ... hi) hi h:! t>.:! 

• l'h.· uni~ IO(l•)!r;u,·.t lari:,· 'l'olk fmn rr•ll.'l·"·•r. Mn,·h,·11", "' o~.1r.1. , .. 1.i "" ,,, l.1r111' "ht•n If"·'' 1r.in,fnr.·.1 
rr .. m Bn11,h 111 Pak"'""' m~n,·r,h1r 
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Table \".2. Major fruit production and exports. 1984185-1987/88 
1 llJ!IO 81 I001 cThou~nJ tonr1<...,,I 

Citru" Mang•> Gua\a Fruit ..:xpon" 

(.luantit\ Int.In Quant it~ ·~'.\ Quantity lnJ.:\ Quant it\ ·~'.\ Quant it~ Value R" 
mill inn 

198-1 85 U7J I.JS 6lJ.:! 1:!7 1.r 1().1 .:!118 .:!J.:! M .:!-H 
1985 86 LH.J 155 713 1_;() 1.UI 107 -''-' .:!5.:! 96 -llB 
tlJ86 87 l.~7 15!! 1.n IJ.5 .:!O:! t 5.J 3 llJ .:!.57 10.J 5-B 
t987 88 t..Jtt t5.:! 71.:! DO .:!08 t59 3'5 .:!711 I05 M6 

S<1uru: En11i.m1i·· Sun·<'_\· IY85 - /9.W. p..J5. 

Table \" .J. F"ish production. 1977178-1986187 
tThou~nJ m.:tn.: to:u1c:"I 

Year Manne Total tnlanJ 

llJ77 711 .:!3.J.8 .:!67.9 '~ ., 
tlJ78 79 .:!57.!I .:!93-0 _,5_,:! 
llJ79 110 .:!59.6 JOO..J .JO.!I 
llJllO Ill .:!.U.11 .:!79 .3 .J6.3 
19111 II.:! .:!61..5 -117.11 56.J 
llJll.:! 11.l .:!7!1 . .:! J.H.J 59.I 
llJ!IJ 8-1 .:!!1-1.1 .'.JJ..J 61U 
llJ!l.J 115 .'fl!l.11 .Hll.6 70.6 
19115 !16 _,.:!fl.fl 391.0 71.0 
llJ!l6 117 J.:!5.0 .Wll.O n.o 

Sourer !\.lini't~ of Final!\."<': anJ Alh..:J Bani. LimitL-J . . \lonthly :4grirnltuml Rnit"" f:\ugu"t 19!171. 

lo prov id\~ facilities for the operation of 550 ~ ill-ncucrs. Facilities for handling and storage 
"ill also he provided. The construction of another fishing hartkmr al Pasni is cm isagcd during 
1988-1993. 

A "hrimp conservation policy will need lo he formulated in order to reduce juvenile mortality. 
Experiment\ will have to he cor1du.:tcd on hradish water shrimp culture in the Indus Delta. 
The lfUalil) of catch cari he enhanced 1hrough training for fishermen and lfUality control 
measures. 

Shrimp constituh:s around XO per cent of total fishery exports. lncdihlc and small !ish arc 
used for the pnidu\.·tion of fish meal for poultry feed. The Middle East. Japan. the United 
Stales and the U nitcd Kingdom and other European countries arc the main market destinations 
for Paki,tan ·s fish exports. The 'olumc of fi,h export' fell from .16. 3 million kg in I 9X4/X5 
10 35.9 million kg in l9X5/X6. A further fall to .29.6 nullion kg was e'timatcd for lhe year 
I 9H6/H7. The rca,ons for the fall in the \olumc of fish exports <trc an in,ufficit:nt numhcr 
of fish-processing plants and inadc4ualc frcc1ing. \.'11ld 'loragt: and canning oper;tlion~. 

Exploitation of lhc country· s fish potcnlial l'.an al'o 'ti mu late the 'hip-huilding 1ndu,1ry. So 
far. large mcd1anizcd vessels and fishing gear hav1· heen m1portcd. Tahlc V .4 'how' the 
numhcr and 1ypc of fishing vessels used for inland and marine li,hing. Allhough lhc numhcr 
of fishing craft has gradually inncascd. this innca'c j, not ,uffu:ient lo cx,. 101t the l·ountry·, 
fi,hcric!'> poh.:nlial. 1tnd investment in adclition<1I li,hing \.·raft l'otJlill'ily l·ould he umkrtakcn. 
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Table \".-1. Inland and marine fi.'ihiDJ? cr..an. 1977178-198-1/85 

lnlanJ \tarin.: 

Satl-,·um 
Sail R•'" ni..-..·hani1,"\I Sail (t1ll- ~k-..·hanih"ll 

Y.:ar hoab ho.iars ho.iars ho.>ab Tra\\l.:r. 0.:11.:r. ~ii ho.ia•s 

1'177 7:< lU07 t>.IM 1.151 KK:! 5'17 
llJ7K 7'1 K . .tX7 5.llt>-l I .:!70 lJtl I I.Ill~ 

llJ7lJ !10 X.lJOX 5.lJO!I I .:!!!ti ~)5 I. Ll5 
llJ!IO XI 7 .:!.tt> lJ. l.t5 5.!l;<J I.:!% t;(}lJ 13.U 
1 lJX I !I:! 7.!IX7 :!.1165 5.HK Ul:'i lJIK I.Wt> 
I lJ!I:! X.1 !I.Olli :!.1165 .1.J<J7 7t.5 211.1 .1.t..1 I 
llJ!l.1 ~ 11 .. 'tlll :! • .N7 5 . .t<J:! .1.:!.t:! t..t.1 I 1.1:!5 .1.7~) 

Ill~ X5 !l.ll-U) :!.7.1::! ::!.X!C 1.5.N 1.1!1.1 .i. tf>_, 

s .. 11rn·: Dir•-.:h>rar.: <>f Mann.: Fish.:n•~-

lin1.'itock procluct.'i 

Livestod: contributed a share of 7 A per cent to GDP in 1987/88. The livestock sector holds 
a share of roughiy 15 per cent in total export earr.ings with leather alone accounting for m·er 
8 per cent. The current Five-Year Plan aims al high growth rates for livestock products. 
which is to be achi•!V\..-d above all by the encour.igement of large-scale private farm enterprises. 
Table V .5 indicates the production of important livestock products. 

The Seventh Plan strategy endeavours to enhance the productivity of livestock. The major 
thrust will be towards breed improvement through cross-breeding. artificial insemination and 
embryo transfer technology. Research on the utilizatiori of agricultural wastr~. industrial by­
products and crop residues as animal feed will be intensified. The government plans lo 
discourage the export of molasses and to increase its use as animal feed. 

Table V.5. Production of li\"estock product'i. 1975/76, ~980/81 and 1988/89 

Pr11Ju.:r- l:nn 1975 76 19110 !II 19KX !19 

\fill. \fillinn h>nn.:' iU 9. :! 1.U 
\k;1r f h.:d mun on 1 \fillion 111nn.:' 0.6 II.II I.:! 
Pou hr~ m.: .ii Thnus;mJ l•>nn.:' .14 5:! 17::! 

E!!l!' \hlhon numh.:r I.::! :! .. 1 .i .. 1 
H1tk' Million numh.:r .i.5 ·1.9 5.11 
SI.om' M1lh11n numh.:r :!'.;.X :!t..9 .15.::! 
w .... , Th1111,and 111nn.:' .10. 7 .111.9 57 1 

.'io11r.-,. (ioH·rnm,·m of 1';1l,.1,1an. E.:onomi.- :\J\ 1-.:r·' Wmi:. hn;m.:.: l>ivi,111n. Paki.•11111 ,._.,.,,,,,.,,,;,· .'i11rrn. 
s1,111•11,·a/ s,,,,,,,,.,,,,.,,, Jt.J.~'(·,w. 

A major wnstraint in rcali1ing the pote1llial for increased productivity is lhe lad of ad..-isory 
'ervil·es on improved methods of farm management and nutrition. c~mstrainls that inhihit 
the development of the me;11 industry i11dude shortage and poor quality of feed. ;1 disorgani1ed 
marketing sp.tern. lhl' limited u~e of modern fl•chnology and inadequatl· •:xtension si:n. il·es. 
The government envisages a programme for computeri1.:d detl·nnination of lcast·rnst feeds 
ha,ed on the changing costs of ingredients for the hcnetit of feed mills ;ind pouhry prodtKers. 
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In order hl c.:m:ouragc.: '-·ommc.:n:ial mc.:;!l pnl<lu'-·tion the.: go\c.:mmc.:nt ha ... dc.:'-·iJc.:J Ill C.:Xl'mpt 
all machinl'l) and c.:quipmenl for li\c.: ... 1od, farms. l"c.:c.:d loi... al"d t\.•c.:d milt... from duly. Pri\alc.: 
liwslod; farms with !heir 1l\\n t"c.:c.:d mill ... and slaughter hou ... c.: ... arc.: hc.:ing c.:n1:1luragc.:d. The.: 
g1wc.:mmc.:nt als1l plans hl encourage.: disc.:asc.:-frc.:c.: .tones for the.: pnlliuc1inn of meal fi.lr c.:xpnrt . 
. -\hhough !he.: pri\·atc.: sc.:clor has shown intc.:rc.:sl in nmunc.:r'-·ial meat pnlduclion in rc.:-;pon ... c.: 
to !he.: \·ariou ... ini:c.:ntiw ... pnwidc.:d hy !he.: gmemnknl. 1hc.:rc.: an: s1ill many nm ... 1r;1ints hinJc..·ring 
the dc.:vdopment of !he.: meal inoustl). e.g .. a disorgani.tc.:d markc.:1ing syslc.:m. 1hc.: limi1c.:d 
use.: of rmxkm lcchnolog~. and so on. 

B. MINERAL RESOURCES 

Pakistan is endowed wi1h a wide.: rang.: of non-fud minerals. These.: r-:sourcc.:s .. re.: i:um:ntl~ 
insufficiently c.:~pluilc.:<l partly hc.:causc.: lhc.::-c.: is a lai:k of dc.:1aikd geological sunc.:y .... Tahlc.: 
V .6 presents physical \olumc.:s of mineral pnl<luction. 

lmc.:stmc.:nt in mining is accorded priori1y in the current Fi\c.:-Yc.:ar Plan. parlly with a' ic.:•\ 
10 reducing the high share ,,f imported raw maierials required for the.: operation of !he Karachi 
Sk-c.:l Mill I mainly mc.:tallurgii:al coal. iron ore and manganese.: I. Among others. more.: rc.:soun:c.:s 
will he.: dcrn[cd to the.: activitic.:-; of the Geological Sur\cy of Pakistan as a preconJition for 
extending the area and intc.:r.sity of further explorations. Coal with estimated total rc.:sc.:rws 
of I billion tonnes is first-ranking in the Plan· s order of priori1ic.:s. followed hy copper. gold 
and silver and by phosphate.: and iron ore.:. The exploitation of considerable.: copper rc.:sc.:n·c.:s 
found at Saindak in Baluchistan is to be.: impkmc.:ntc.:d soon and may. bc.:sidc.:s meeting !he.: 
Jomc.:stii: demand. also contribute.: 10 export earnings.* 

Table\" .6. Production of selected minerals. 1975176, 1980/81 and 1987/88 

lr.:m l"nir 1975 7fl 19!10 XI 1'1!17 xx 

:\ntimon) Tonn.:, Jhll .19 45 
Arg1•nir.: marhk Th1•u,anJ hinn.:' h5 11-t :!lfl 
c.:1.:,111.: Tonn.:, 957 :!95 1.115.:! 
Chromit.: Th1•u,anJ h•nn.:' I:! I 9 
Coal Th1•u,;mJ hinn.:' I .I ~X 1597 .:!.7.:!7 
Dolomit.: Tonn.:' _,;,, .:!4 . .:!~ u_,_fl'll 
Fir.: .:la) Thou,an.t tonn.:' 41 fl() U4 
Full.:r ·' .:arth Thou,;md hinn.:' .:!.' :'I 17 
G)p,um Thi •u,;mJ h inn.:' ·'.:!-l 554 404 
l.11110: '"•n.: Thi •th;mJ tonn.:' .:!.%!! ·'··'"-' 7.fllfl 
'.1.fagn.:,n.: Tonn.:, X. I IX .N7 J .fl<J:! 
Rod, 'alt Th1•u,;mJ hinn.:' 4:!7 514 :'ill:! 
S11i.:a ';1lt Thi •11,;m.t ton no:' 4J X4 ll•J 
Ckhr.:' Tonn.:' 11.X.l:'i ~; .l. - ;() 

Sulphur Thou,;m1I tonn.:' I .:'i:'i.:? 40J hlMI 

Soap 'Ion.: Thou,;mJ tonn.:' :!fl :!X .l.l 

Barno: Th1•11,;m.t 1<inn,·, 11 .:?I u 

So11rn·: (ioH·rnm.:nt or P;1k1,t;m. E,·onomu: :\,h 1...:r·' Wmf!. f 111an,·.: DI\ 1,100. l'aki•11111 f.'1·1111011111· Sun·,., .. ';innu' 
l\\110:,. 

• ·1 h,· r.:,.:n111r of 1111na.1I r,·,1111r.-·, m l'ak1,1an ,·an .td1h·r ,·,·11n111111,·.1ll~ \l,1hk pr111,·,·h 11111~ "lwn .11k1111ai.· 
mfr;"tru,·111r.1I t.1.-11111,·, ,,r,· a • .,,t,·.t m 1111mnf! ;ir,.,,, on a pnnrn~ h;i'1'. \\1th th•· ;11.t ,,,- .1pprnpr1.1t,· 111,t111111nn,1I 
.1rr.mf!C•11.:nt' ''"'' fonlt11.:' th.: prt\;11,· -.·.-111r .-1111111 111;1k.: a '1i:mh,·;int .:11ntr1h1111nn h• 1h,· ""11n1r~ ·, nurwral 
prtllhKllnn 



88 Resources for Industrial Development 
- ------ ----------- -- ---- -------- ----------- - - - ----- ---

Gyf1sum 

:kcording lo ao cslimalc. rhcn: an: more than 5 .5 hill ion ronfk:s of l1igh 4ualiry gypsum d.:posils 
in Pakislan_ Some of rhc major dcposih arc sirualcd adjacent lo c:<isring tr.msportalion facilirics 
and consuming ccnlrcs. So far as lhc demand is conl·eml'd. rhc sah-atli:clcd soils faHing \\ irhin 
rhc Canal Command Areas of rhe Indus plain. which have a surface of ahoul 7 _8 million 
acres. nl'l'd cru-;hcd gypsum al lhc rare of 2 - 3 •onncs per acre per year for rhcir impnwcmenL 
Furrhermorc. r·carly 5::! per cent tor -t million al"rcs) of this area is marked hy marginal 1lr 
hatardous-quality suhsoiL This will also require large quantities of gypsum. It is therefore 
cxpel·tcd that the demand will increase considcrahly in the years lo come -

Rock f1IWsf1IWI£' 

The Sarhad Dc,·dopmcnt At;thority tSDA) has cstahlishcd the presence of a total of 12.5 
million tonnes of Jt·posits with a nmtcm of::!~ per l·ent nr more of phosphorous penttr<idc. 
The hcncfo:iatcd rock is suitahk for the manufacture of phosph1.ric acid and nitrophosphat.:. 
and pilot plant studies arc under way to use this rod li.lr high value-added phosphatic li:rtilizcr. 
.\mine with a i::tpacity ofO.::! million tonnes per year will he developed suhjcct to satisfactory 
rc~mlts from the pilot plant tests_ 

Building srom•s 

Vast rcscrws of huiloing stone (e.g. marhk. onyx. scrpcntinitc and crystalline limestone) 
exist. The extent of present dcwlopmcnt and exploitation \arics frt1m prodm:t to product 
hut. hccausc of the .:rude methods employed. the rate of extraction is low_ During the &'cnth 
fi,c-Y car Plan marhk deposits in the Federally Administered Trihal Areas IF ATA) will 
hc Jc,·dopcd alon!! more scientific lines. 

Caamic mi11aals 

Large deposits of rdractof) materials induding magnesite. chromite. dolomite. fluorite. china 
day. fire day. quartzite. graphite. scrpcntinitc and silica sand arc found in the country. With 
growing requirements to feed metallurgical high-temperature furnace units. most of the 
materials arc expected to he further dcwloped and pnll:cs~·1L In addition to an existing capal·ity 
near Shah Dhcri (Swat). there arc 3.5 million tonnes of pro\cn china day rcscrws at Nagar 
P:irkar ( Sind). which ha\c hccn found to he suitahk for the l't:ramic industry. 

Mag11csit<' and silica sand 

The Pakistan Industrial Dcwlopmcnt Corpor:1tion has idcntifo~d ahout 11 million tonnes of 
·prohahk · and 3 million tonnes of ·rninc;ihk · reserves of magnesite in Kumhar area. Huge 
4uantitics ol silil·a sand arc availahk thar could provide a hasc for manufacturing high 4u;~lity 
glass products and solar-electronic wafers. During the Seventh Plan. a numhcr of sili1..·a s:md 
washin!! plants will he cstahlishcd for these purposes_ 

Nt•f1hyli11c syt'l1if<' 

Ahout ti million tonnes of ncphylir.;: sycnitc have hc.:n found al Koga I Manlan I. Certain iron­
fr.:.: tones of ncphylinc sycnitc have hccn delineated thal Giil he med as a rcpl;u:cmcnt of 
kld,p;ir in the glas' and 1.·cra1:1ics industry. The d.:vclopmcnt and t'\ploitation of this mineral 
will he rarricd 0111 furlhcr Jurin)! the Sl·vcnth Plan period. 

llarif t' 

Ext1.·nsivc dcpc"i" 11f harill· arc prl'Sl'lll in La,hcla and Kh111dar (Baluchistan). suflkicnt lo 
111c1.·t domc,til' 1kmand for haritc u'c in oil drillin)!. ~.pcci;il paint' and imlu,trial chcmirals. 
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For these purposes. an open cast mine has heen de\'eloped as a joint-\'enture and a nu'tkrn 
grinding mill of 2-UXXl tollllt."S per ye·tr t.-apocity has ~'en construdt.'d in Khuzdar. An a~ditional 
plant to exp1.'rl the material to the Middle East for use in ~lil drilling is planned. 

Salt 

Large salt reserves are found in the country. specially in the Salt Range Ohelum). Mining 
is being done at \'arious locations. particularly at Kheh"ra. Other areas have ~'en investigated 
for development and exploitation. A sa•~ iodizing plant will be established at Khewra. 

Sul1.hur 

Some sulphur reserves arc available in Pakistan. The Koh-c-Sultan deposit-; in Chagai 
(Baluchistan) are being developed by the Baluchistan Oc.dopment Authority. Further 
exploration is likely to reveal additional stocks. 

Copper 

The Saindak lntegwed Mineral Development Project formulated by the Resources 
Devell~pment Corporation (RDC). established i'l 1974 under the Ministry of Petroleum and 
Natural Resources. was based on the establishment of a metallurgical complex comprising 
a copper smelter. a sulphuric acid plant and ~ steel billet mill. Following extensive 
investigations. the Government of Pakistan approved the project at an estimated cost nf f<s 
4.080 million with a foreign exchange CC''llponent of Rs 2. 108 million. The project on 
completion will yield an average annual prodi.. ·tion of 18.604 tonnes of copper for 16 years. 
The ore reserves will also yield 1.56 tonnes of gold and 2.3 tonnes of molybdenum. 

Iron ores 

Iron ore deposits are being eltplored at Chigcndik anJ Pachinkoh in the Nokkundi area. The 
Chigendik ore tY.>dy contains approximately 5 million tonnes of ore with an average iron 
content of 45 per cent wh!ch can be mined by open-pit methods. The Pachinkoh ore !-Indy 
contains approximately 45 million tonnes of ores with an average iron content of 49 pi~r cent 
most of which (80 per cent) can be obtained through underground methods. These ores can 
be concentrated to up to 68 per cent iron content and used as fccJstock and in pellct­
manufacturing plants. According to studies. the pellets arc suitable as charge materials for 
blast furnace operations and in direct-reduction plants to produce direct-reduced iron pelkts. 
The project receives the highest priority in the Seventh Plan. 

Precious minerals and sto11t'S 

There is significant piltcntial for expan<ling the production of precious stone~. in Pakistan. 
especially in the northern parts of the country. The high-class ruby. emerald and aquamarine 
deposits merit detailed exploration hy Jeep drilling and underground working. Presently. 
out of thirty showings. two to three ruhy deposits arc operative in Hunza. Emeralds :m<l 
aquamarine arc being mined in vamms parts of the northern areas. especially Swat. Derailed 
cxplorarion and development in all the promising zones. espedally A1<:d Jarnmu and Ka,hmir. 
have been planned. 

C. ENERGY RESOURCES 

The overall supply of commercial and non-wrnmcrcial cn1:rgy can he gauged from Tahlc 
V. 7. Oil and natural gas account for over 50 per cent of to;al energy 'uprly. The grm., 'upply 
of commercial energy increase,! at an annu<1l <1vcragc rate of 5 .6 per ccr.i during 
19M2/l0- 19M7/MI\. The Tahle reveals the 'igniticant incrcil\C in the 'hare of indigcnou' crude 



90 Resources for Industrial Development 

pn 'lh11.:1i11n Ju ring I 9X2 X.' - I 9X7 XX. Import-.. arc C'\pt.'1.:lcJ 10 fall h• X .o per ~·cnt 11! 1hc gr11-..~ 
-..upply 11f l'omma~·ial cnagy hy 1h~· yc;ir 1992 93. :\on-~·ommcrl'ial cnagy i' c\pe~·1cJ 10 
l'Ontrihuh.' around 27 per rcn! of 1111al cncrgy -..upp!~ in t 4'-:2 93. I! nin1im1c-.. 10 play ;m importanl 
1h11ugh Jirnini-..hing rolc in mcrall cncrgy ... upply. 

Paki ... 1an·, pa rn11it11 cnagy nm ... ump1i11n i ... am11ng 1h~· hmc.,1 in thc world. Total cncrgy 
rnnsumption ha., grown at an annual ratc of ti.ti per l'Cnt Juring l9X2 X3 - l9X7 XX: JcmanJ 
within the inJustrial .,c~·ior has grown at the ralc of 9 .-J per l'Cnt. The inJu ... 1rial scl'lm i., 
the kaJing cncr1:-_. l."1m ... umcr. In I 9X7'XX inJu ... trial energy l'llnsump1io;1 amountcJ to o.5 
rniilion tonne., of oil c4ui\"aknt (\1~\>Et - rcprc ... cnting 2o per ~·cnt of the 1111a~. 

During 1988 89- 1992 93 Paki ... tan c' ;·:ch to ... penJ Rs 131.9 hillion ($7.7 hi!lionl on 1hc 
cncrgy .,cl'lor - !his is 3 7. 7 per l'cnl ' • .- rhc 1111al puhlil' scl'lor im cs!mcnt outlay <luring the 
Sc\cnth Pl;m pcrioJ. Signifil'ant oil finJs h;n c rc<lul'c<l the import <lcpendcnl'c from 90 pL"r 
l'Cnl in 1980 to ahtmt 60 per l."cnt in 191'\G. Pa..,.istan ofter-; c\trcmdy li~·ral tcnn., II' transnational 
oil l'orporations - rnrrcnily nine arc opcra1ing in Pakislan. wilh Union Texas ha\ing the m1ht 
~·, mspKm ius sw.:n·s.,. 

Unlike !he rapid growth of l'ru<lc oil pm<lLKtion - '' hil'h has crcatc<l prohk1m -..inl'c rcfining 
G1pal'ily i-.. rnrrcntly only ahout (l() per cent of cxtral'tion k\cb - all other energy ... cl'tor-.. 
ha\·c gr-mn at k\ds well short of the Plan target. During 1982 8.'.\ - 1987188 ga-.. proJul'lion 
inncascJ at an annual rate of 3 per l.'cnt and hy<lrodcl'tril'i!y at the rate of 7 pL"r ,·n1. 

ExpansiPn of hy<lrodcl'lril' gcm·ration i., ~ing delayed Jue to intcrnalional ;md inh:rprm inl'ial 
conllil'b. The ins!allation of a nudcar p11wcr .,tat ion has hcl:n JdaycJ hcl'au-..c of l' nitcJ 
Stale., opposiiion lo the Jcvdopmcnt of Paki-..tan · s nudcar <lc\dopmcnt programme. Thi-.. 
power ... talion was originally Je-..igned for ~·ompktion hy 1991 anJ was 10 h;m: a 900 \tW 
~·apal'ity. Frant.:c ha., oprcs-..cd an intcrc-..t in the projcl't. 

Pressure h;1., also fon:stalkJ the Jc\dopment of the Kalahagh Jam with ;1 l'apal.'il) of J.600 
~tW. The Jishur-..cmcnt ,if foreign ai<l l'ommittc<l to this projel't is l'on<litiona! anJ -..uhjel't 
to Paki-..tan ahanJoning the propo-..c<l nudcar power :.tat ion. There arc no l'hann:s of Kalahagh 
hcing huilt while the U nitcd State., remains unt.:crtain ahnut Paki-..1an · s nudcar plans. 

The World Bank is exerting prc:.:.urc for a major pri\atization of the energy di-..1•ihution anJ 
generation -..ystcm. There arc \cry few Jomc-..til' hiJJcr~ hut ... cwral international wmpanic-.. 
ha\c cxprc-...,cd intcrcsl. The hulk of tin· finanl.'ial a.,.,istam.:c to the energy ... cctor c·imc., from 
foreign donors. The World Bank and the A-..i;m Dc\dopmcnt Rank .1rc rnrrcntly funding 
a rnaj11r tran ... mis ... ion pr1ijcl't to link the north and -..outh of the l'OUntr_.·. 

It is c ... 1im:1ted that Pakistan is lo.,ing ahout SSCX) million annually of \aluc added in 
111anufal."turing Jue to h!d-shcJding. according to a United State., Agency for International 
Dc\dopmcnt f USAIDl Report.* The Rcpon e.,timatcd that hydr.i-scaso11 induced load- ... hcJding 
rc.,ull-. in an 18 per cent lo.,., of MVA for ... mall indu.,tric.,. rnmparcd with S.5 per cent for 
large inJt1"tric.,. Commenting on the present energy sl'cnario. the lJSAID Repon -..ay., that 
the dfl'ctivc dcmand for energy is redul."cJ to ahout -L8CXI MW and that the energy sector 
i., unahlc to p~ovidc rdiahlc .,upplic., of cncrgy to mccr thi' level. There i .... in addition. a 
large un111et demand of indu ... trial anJ other nin ... u111cr .... Al.'rnrding tP the Report. Paki.,tan 
will need at lca ... 1 6.(KXI MW 111orc hy I 99J. or ;1 dlluhling of ~·apal'ity. to 111cct th~· ~!row mg 
Jcrnand. This will rc4uirc up to R-.. 100 hillion 11f additional invc ... trncnt. 

• l11rd1·t.11I'. ,,.,. {·,,,,,,.,,,,, Rn1n1·1~:.1r.11h1. 111x111. \'111 \\. -.;,, I. p ~7 
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D. INTERNATIONAL ASSISTANCE FOR INDUSTRIAL DEVELOPMENT 

Pakistan continues to reiy heavily on external financing and technical assistance for its 
devdopment initiatives. The economy·s aid-intensiveness is evidenn.-d from the fact that over 
the last five years Pakistan received on an average aid commitments of$::! A billion annually 
from multilateral agendes (53.4 per cent) and bilateral donors (46.6 per l·ent). Total aid 
committed to Pakistan stood at $3.0 billion in 1990. compared with $3.::! billion in 1989. 
Grants and credits account ti.>r around 70 per cent of all external contributions: most of them 
arc gr,mted on concessional tem1s at I per cent interest rate and bctwt.-cn ~ to 50 years maturity. 
Multilateral assistance outweighs hilateral contributions. a fact explained mainly by the large­
scale oper.itions of the World Bank and the Asian Development Bank 1AsDB). In 1988. Pakistan 
was rhe sixth largest recipient of multilateral aid after India. China. Indonesia. Bangladesh 
ar.d Egypt. 

The majority of World Bank/International Development Association (IDA) funds is directed 
to energy. irrigation. agriculture and industry. By the end of 1988 World Bank loans and 
IDA credits to the industrial sector of Pakistan amounted to $547.62 million. representing 
15 per cent of the World Bank· s cumulative financial assistance tn Pakistan. l.Ompared with 
24 per cent for the energy sector. 

The final disbursement of the third fertilizer industry rehabilitation loan totalling $25.4 million 
was made in April 1988 by the World Bank. The loan was meant for the :-.!habilitation and 
rationalization of the fertilizer production facilities of two companies of the National Fertilizer 
Corporation CNFC>. and enhancement of the capacity ofthl' NFC group of companies through 
an operational. management and training improvement pr•Jgramme. 

The third industrial investment credit of the World Bank amounts to $150 million (negotiated 
in 1989). It is aimed .it: financing privat..: industrial projects through an expanded tem1-lending 
system: assisting the government in developing a more efficient stock market to increase 
the resources of equity finance for industry: stimulating competition among participating 
financial institutions as a means of improving the services to the privat·~ ~cctor: and achieving 
a more market-determined interest rate structun:. Technical assistance programmes include 
training. provision of necessary office equipm..:nt and sector studies as well as advisory services 
required to improve the efficienrf of the credit delivery system for industrial finance. 

The contribution of the World B.ink to the newly estahlished Energy Devdopment Fund is 
noteworthy. The second energy sector loan amounts to $150 millicn. The Fund is expected 
to attract the participation of the private sector in the development of energy. The World 
Bank envisage~ the creation of a framework for private sector participation in the energy 
sector during the Seventh Plan and at achieving a greater private sector participation in the 
Eighth Plan. 

Small-scale industry development continues to he a priority of the government. The World 
Bank has supported the o;trategy hy providing credit. technical and marketing assistance to 
small-scale industries and hy improving the institutional arrangements. The World Bank 
endeavours to pmvidc technical and financial assistance to small-scale ··ntcrpriscs for cxpam;ion 
and modernizati.m. 

With a $634 million loan from the Asian Development Bank (AsDB). Pakistan hecame the 
largest recipient of AsDB loans in 1988. The primary commitment of the As DB in Pakist<sn 
remains with agriculture. energy and industry. The Bank's condit!onalities arc largely similar 
to those of other multilateral agencies. namely. de-regulation. promotion of private enterprises. 
privalization. lihcral trade policies and reforms in the taxation system. AsDB's project assistance 
to the industrial sci:tor in 1988 and 1989 encompassed loans :. · small-sc:ile industries and 
to National Development Leasing Corporations for financing the equipment needs of primarily 
private enterprises. The Asian [Jcvclopment Bank pl;rnncd a capital assistance of $2CX) million 
to cslahlish a credit line for the financing of medium- to largc··sized industries in 1989. 



Resources for Industrial Development 93 

The Unilt.-d Nations Development ProgrJmmc (UNDP) is currently assisting the Gowmmcnt 
of Pakistan within the frm~work of its Fourth Country ProgrJmme l.'ll\'c:ring the period January 
1987 lO December 199!. The overall objective of UNDP technical co-operJtion during the 
Fourth Country Programme is to improve the effectiveness of the utilization of development 
resources ti.>r the country·s investment programmes and to increase the absorptive capacity 
of the national development infrastructure through technical assistance projects. Emphasis 
is placed on projects that arc aimed at prc-inwstmcnt activir'.cs. such as the preparation or 
master plans. investment progrJmmes for various subSt.>ctors. preparation of fea.'iibility studies. 
lcchnical support for the implementation of spel.·ific in\'cstment programmes that include 
external financing. strengthening institutions and al human resource de\'elopmcnt. A majority 
of UNDP prl~jects is directed towards institution building. Around 14 per cent of the projt-cts 
arc related to the industrial sector. 

With a UNDP budget of $6.5 million. UNIDO implemented 25 projects in the second half 
of 1988. There has recently been a shifi in UNIDO technical assistance to large-scale indus~rial 
projects that are expected to have an indelible impact on the economy and growth rate. This 
is evidenced by the approval in 1988 of technical assistance inputs to the Hyderabad Leather 
Footwear Centre. the Pakistan Machine Tool Factory and the Synthetic Fibre Development 
and Application Department. A $3.4 million budget was earmarked for these projects. The 
approved technical co-operation projects in 1989 included. inter t1lia. assistance to a plastics 
technology centre. heat treatable steel. investment costing. industrial training. policy planning. 
tannery waste treatment and the research and development centre for petroleum and 
petrochemicals. UNIDO has generated a number of project ideas that <tre in tune with the 
country"s industrial objectives. The UNIDO pipeline projects include. inter alia. assistance 
to the modernization of central laboratories. integrated dcvelopment of leather production. 
industrial data systems. heavy foundry and forge. and the industrial training and consultancy 
service of the Tex1ilc Industry Research and Development Centre. 

The Aid to Pakistan Consortium comprises Belgium. Canada. Fr<!nce. the Federal Republic 
of Germany. llaly. Japan. Netherlands. Norway. the United Kingdom and the United States. 
Leading non-consortium members include China. Kuwait. Saudi Arabia. Spain. Sweden. 
Swilzerland and the USSR. Outstanding bilateral commitmenrs (including contributions from 
non-consortium members) to technical assi·;tance to industry stood at $39.8 million in 1989. 
The Uniled States programme assistance lo Pakistan is governed by the March 1986 negotiations 
which resuhed in a commitment lo provide $2.3 billion of financial assistaucc in support 
of econ~mic policy reforms to improve domestic resource mobilization. stimulate privalc 
sector invesi1 nenl and enhance the overall performance of the Pakistan economy. In particular. 
the programme attempts to address balance-of-paymenls pressure. weak domestic resource 
mobilization. imbalance between energy supply and demand. low agricultural productivi1y. 
high populalion growlh rate, high inflation, low literacy rales. poor qualily of key instilutions. 
lagging areas and problems pertaining to narcotics produclion and use. Ameng the bilateral 
technical assislance to induslry. the Netherlands contribution is significant. In 1988 the 
Netherlands co-financed the third small-scale industries proj~ct to support the government" s 
strategy for small-scale industrial development. Netherlands technical assistance to the leather 
indusrry in 1989 was focused on the modernization of the Institute for Leather Technology 
and on the establishment of a Leather Service Centre at Kasur. Technical assistance was also 
rendered to a meta! industries project and to strengthening credit facilities for small-scale 
industries in Punjab. 

Concessional multilateral assistance and bilateral funds will be sought for the implementation 
of the new ambitious public sector programme as the financial provisions for these prnje1.·ts 
arc not yet clearly spelt out. The need for external assislance is more pronounced in view 
of the fact that the new public sector projects have not been budgeted for in the 1.·urrent annual 
plan. It is estimated that the foreign exchange component of the total investment expenditure 
will be around 60 to 70 per cent. 
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The new gowrnmeni"s adheren'-·e lo lhe policy rnursc suggesk'\J by lhe l~ff and Wt~rld Bank 
has won lhe approbalion of n~any muhil<tleral agencies and hiialcral donors. lmerna1ional 
supporl lo Pakislan · s de\ dopmcm dfons is lherefore likdy lo increase. Howe\ er. e'lcrnal 
capilal an<l h..'t."hnical a.-;...;islam.-c has lo k'-"l:P pace wilh lhe changing dinh:nsion.' of r'-"lluiremems. 
The induslrial S\.'Clor of Pakislan l\\.>t.'\Js subslanlial imemalional as~islance lo build up a smmg 
induslrial base and lo general.: a suslainabk pa'-·e of induslrial e,p;insion. 

lnduslrial dewlopmenl in Pakislan is lhus crucially depcmknl on exlemal financing and 
lel·hnical assislance. T t:i-hnical co-opcralion inpuls will need lo focus on lhe fonuula1ion of 
viabk subseclOr-spccif'.c slralegies. The specific n'-"l:ds of key manufacluring subscclors are 
olkn ignon:•J by 1he macroeconomic policy orienlalion advocaled by donor organi1a1ions 
and agencies. The rnnceplion of subseclor-spccific policies will need lo be formulaled on 
a cominuing basis according lo lhe changing dimensions of subsecloral probkms and needs. 
p;.1nicularly in 1he key in<luslries of engill\.>cring. 1ex1iks. fenilizers. lcalhcr an<l fruir pnic'-·ssing. 
Central lo a viabk ~lralegy is lhe rapid crealion of infraslruclural facililies. rhe absence of 
which is a major consrrainl lo induslrial devclopmt•ar. Muhilaleral organizalions and bilaleral 
donors can play a significanl role in lhc crealion of a slrong infr.islruclural ba...;e. lhe prepara11on 
of feasibilily sludies. and in auracling tixeign invcslors lo promising induslrial vemures. 
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Annex Table A-2. Volume and value of Pakistan's exports, 1977178-1987/88 
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~am•· of prow•·• 

<ireal Pa~1,1an 
h,.>J l11Ju,1ri•·' 

Big ~ta~ h,...J I.hi. 
t Suh,iJ1ar) of 
P11111e•· r .-\I hani:e l 

l>1a111<1nJ h,...J 
lnJu,1rie' 1.imit••J 

l>anhh Bull·:r 
(\,..~;e, l.tJ 

( '111111ncntal 
Bt-•Ulh l.tJ. 

~ khtah I nJu,111•'' 
c l\aran,·h1el 

lnternat11•n:il 
81-.·u ii\ l.1J. 
t l>aw1 .. ...i Ciroupl 

Karam h1Ju,tne' 
l.1m11.·J 

l.1>1.·:11iu11 

H) Jernhm.l 

l\11tlakhpa1 
I.a ho re 

Huh C'howk1 

~ouriahuJ 

Sukkur 

Sahiwal 

Huh C'how"i 

Huh Chowki 

Annex Table A-7. New biscuit projects, 1987 
(Mill ion' of rupee' l 

Pn ...iu,·1t.·apadl)' 

His,·uit' I ,fKKl h>n11es 
Wafer, .'(Kl h>nne' per 
;mnum 

lfoi:uil\ I ,:!!Kl tonnes 
W;ifcr, JIKl tonnes 
(';imlies 7!10 1111111es 
Toffee' hlKl tonne' 

Bisrnih J, 71KI tonnes 
per ;innum on the 
ha'i' of :? shifts 
per Jay 

Buller •·c,.>kie' 

Biwuits I ,HIX> lc>nnes 
WOifer, I ,lKKl tonnes 
Wafcr 'tick' 11 :! tonnes 
per ;111num 

Hi-.·uit' 1,9:?0 lunne' 
Wafer' txlO tonne' 
per ;111num 

lfo,·uits ( Meijil 
I ,:!00 lc>nne\ per 
;mnum 

Hbi:uih I ,MIKI tonne' 
per annum 
Conf,•i:t ioncry 
4,!\.1() lonne\ 

Tc.;al 
•·o.\I 

!\ .4•) 

!IB.IXJ 

(JIJ -"'" 

1.H:? 

IJ.IKI 

:?O!l.9!1 

Sounr lllBP. PICK' and ln\·c,tment Prum11tion Bure;o1. 

roreign 
e~•·huni!e 

:?6.IKI 

14.4!1 

:?H.OJ 

10!1.J!I 

Renmrk' 

Propmed to e"'pund hy 
JOO tonnes fur w;ifer' 

Now produ•·ing 

Under in,1111lu1i11n 

General Bi,,·uit' of 
France holds e4Uily 
of :?6 per cent 

S•mctiurwd hy ll>BP in 
llJl!.j 

Colluhorulion with 
Meiji Jupan 

llllil' projecl 

0 w 
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Annex Table A-8. Production of ~·am and cotton cloth. 1977/78-1986/87 

Total ~am 
pmJun-J 

Year I Tonn.:' I 

1•n178 :!97.ll'J.t 
197!179 J:!7.7ll9 
1979:80 .lt.:!.ll6:! 
19811'81 n~.947 

19!1118:! -H0.154 
19!1!1!1.l -148.430 
198.l'll.f -Hl.581 
19114 85 -Hl.7.H 
19!15 lit. 4ll'.!.lll6 
19116'!17 5116371 
19ll7 llX 689.IXJO 

So11rff: Go\·crnmcnt nf Pal.istan. fL•tkral Bureau of Stalisli.:s. 
11 Es1ima1.:. 

Total proJu.:U•>n 
.,f doth 

ffh•>U-.anJ ~uarc mctrc'I 

l•JI .. i.i7 
J.W.-14:! 
.i.J.:! .. l.l5 
.l07.llll:! 
.l'.!5Jl:!I 
.U55J7 
:!%5% 
:!71.ll.l I 
.:!5.lAllO 
!J7.ll79 
:!.Ul.llXt' 

Annex Table A-9. Production of \\IM,llen textiles. 1977/7 l-1986187 

Woollen W1K1llcn W1K•llcn 
:'liumh.:r of fahn.:' hlankch .:arp.:h 
rcpnrtin~ cThau,;inJ 1Th11u,;ill(I tTh•m,;intl 

Yc;ir fa.: Inn.:' "lu;irc 111.:1 r.:' I .imhl "IU;ir.: mt:IL•r, I 

1977 7X 14 7XO .l.i:! 545 
1'>7ll 79 14 l.6'11 llll 5X7 
1'17'1 XO l.l l..fl5 17'1 M'I 
l'lXO XI I! 1.7.ll .:!:!7 615 
I 'IX I ll:! I:! 1.h.l.l l.:!fl 40.l 
I 'Ill:! X.l l.l I. llJO .lOI n1 
l'IX.l 84 17 1..NX .l55 501 
191!.i X5 IX l.1'170 .lX? 4:!7 
llJX5 Xfl :!O l.XOI 'i.l'i 5X4 
l'IXl'l X7 :!I I .77h 504 511'1 

.\our.-.·: (in\o:rnm.:nt of P;1~1\Jan. h:,kr;1I Bur.:;111 of S1;1ll\t1,·,. 



Annex Table A-10. Fertilizer production capacity and capacity utilization, 1986/87 
1ln thou,aml tonne' unless otherwi'e spcciliedl 

Year of ln,talled capul.'ity Output 

stan -up Pn>duch Nutrients Prnduch Nutrients 
N'' pl• N'' pl• 

Sat1unal F.:nilizer Curpt•rallon 
uf Paki,tan cPVTI Ltd , Lahore 

(I l Pal·:\m.:rican Fenilit<'r' 
Lrd., Daud Khd 
- Arn.Sulfat<' IAS 21'\NI 1%2' YO IY Y2 IY.2 

121 Pal·Arat> F.:niliter 
1P..u Lid., Multan 
- CAS 12t><:t N> IY:-11" 4511 117 41.l I07.5 
- l 1rea 146<:! NI 1%2'" IJJ 4J Hll 40.4 
- NP 12.1-2J-0> IY71J JOS 70 70 J24 74.4 74.4 

1.11 Pal·Saud1 h•n11iurs 
LtJ., Mirpur Mathcl•• 
- Ur«a 141>"; NI IY!IO 557 256 600 276.0 

141 Pal·China hn1li1ers 
LtJ. Hanpur 
- l'r.-a 141>~; N) IYll2 % 44 !IY 40.IJ 

15 I Llallpur Ch<'rnicals ;and 
Fcnili1er- LtJ. 
- SSP 1 I !I". Pl Fai'illat>aJ IY57 20 4 24 4.J 
- SSP I I !I•• Pl Jaran" ala 1%7' 110 14 Ill 14.6 

S•'~··ll~tal l.t>IJ I 54Y HK l.714 5511.4 IJJ.J 

Cupacity 
utili1.ation 

( Perwniugc J 
N" 

IOI 

Y2 
Y4 

I06 

IOK 

IJJ 

I02 

pl• 

I06 

1011 
I04 

I06 

... 
0 
(J1 
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Annex Table A-11. Output and capacit~· utilization, State Cement Corporation of Pakistan plants, 
1980/81 - 1987 /88 

Yc;ir 

1980. 8 I 
1981 82 
1982 83 
198384 
1984 85 
l98:'i·X6 
IYXti 87 
J lJ87 88 

'"'"'ff: f.'1H111mic Rc1·inr. '.\fay I 98lJ. p. 12.l. 

(rt111u),and tonne).) 

Output 

3.:'i.l9 
.l.h57 
.l, 938 
4.50.l 
-L69X 
4.lJX I 
5.-W2 
5.683 

Capacity urilizarion 
I pcr~·cnragc I 

92 .. ~ 
XX.7 
87, lJ 
IN.I 
l) 1.6 
94.6 
lJ.1 .. l 
97 .2 

0 
-...J 



Annex Table A-12. Downstream projects of Pakistan Steel, 1989 0 
00 

tMillions of rupees) 

PruJuct/ Foreign 
capacity Total exchange 

Name of project Lll\.·ation ffonr,es) cost .:osts Operational since 

Fecto Tinplate Bin Qasim 120.000 900.00 374.00 Project approved by Investment 
!Fecto Group) Promotion Bureau 

Omega Tinplate Ltd. Nooriallad 45.000 620.00 398.90 Approved by Investment Promotion 
tDawlxxl Group) Dadu Bureau in M11rch 1984 

Colour Profile Ltd. Hub Industrial 15.000 14.30 17.00 The setting up of the 
(Proposed) Estate project has been agreed lly 
tAdamjee Group> Lasbella. Pakistan Stcel in November 1985 

Baluchistan 

Metal Concepts Inc. Bin Qasim Pakistan 163.16 96.0 Pakistan Steel has agreed 
tUSAl tArif Humayunl finished metuls in principle for setting-up 

50,000 of the project at Bin Qasim 
in Septernbcr 1986 

East coast Bin Qasim Steel furniture 6.76 Pakistan Steel has agreed in 
Engineering (Pvt.) .. nd iixturcs principle for setting-up the 
Limited. Kara~·hi 4.500 project at Bin Qasim 1986 

Crescent Steel NlX>riabad Large diameter 165.00 83.00 The project nas gone into 
and Allied Pnxlucts Dadu t8" to 66") production from 27-7-1986 
Limited Sistt. welded steel pipes 

25.194 

Stcelcx (Private) S.l.T.E. Small diameter 37.57 17.55 The project has commenced 
Limitt.-d. Kara~·hi t l/2" to 6" pipe) pnxluction in November 1985 
tHaji Steel) 12.000 

Peshawar Pipe Mills Peshawar C.I. & M.S i>ipes 17.00 6.59 The project went into 
Ltd. t 112" to 3" dia.) production in July 1985 

10,000 



Annex Table A-12. 1nmti1111t·d1 

Pnidu,·1 ~oreil!ll 
··;ipa.:11) T111al c~.:h;Ull!e 

"'•lllll' ,,f prnje.·t L11.:ati11n ITunn•''l l'<1'1 l'O\(\ Ope rat ion;1l 'inL·e 

Ea'IL'<IJ'I Bin Qa,im Steel pipe M. IJ I 10. :?~ The propo,al for 'c1tin1?·Up 
Engineering I P\I. l 1:?" Ill M'' di;1.) of the projeL'I wa' al!wcd hy 
Li111i1,·J. Kara,·hi JO,()()(l PakiM;rn S1eel in Decernhcr I 9H6 

sa.·hal Pipe !l.1ilb Bin Qa,im Steel pipe 49.75 :?S.00 Paki,lun S1ccl U!?recd in 
LIJ. I I :? " to I:?" principle for \Citing-up 

nominal diu. l of lhL' project at Bin Qa,im 
:?S.<XXI 1'it/1· letter dated ·'·S· I 'lH'1 

Dadu Plat•' !I.till Bin Q;i,im ChedereJ 77 .07 :?4.0S The settinl!·up of the project 
LtJ. plat•'' ha' hcen agreed hy Pakblan 

)(),(){){) Steel in 19H6 

Ra11a11u•· St•·•·I S.l.T.E. Buil1kr' hardware: fl,(){) The propo,ul tc1r \Citing-up 
ltd. Kar;iL·hi 'ariou' type 111 of !he projeL'I w;i' ;ipprovcd 

hin!!•''· Joor hy P;iki,lan S1eel JI· 7-1 IJHS 
holl' ;iml h;mdJc, 

Jamal Pip.· Lahore ..\Pl !!radL' pip.· IS.IKl IJ .( ){) The L'11111111crci;il pniduclion 
lndu,trie' Ltd. 11 ':?" 111 :?4" Jia. > 'tuned w.c.f. fammry J9HH 
Lahnre :!O.O(K) 

G.·n.·r;il Pipe Lahore Steel pipe ·'·'>S Con,1r111:1ion and erc.:1ion 
lndu,trie' IS,IXXI ,1;incd in fomrnry I 9HH 

Omar J1hr;111 Bin Qa,un Prc·L'nginecrin!? H4.S4 SJ.Sh The \elting·up of !he proje.:1 
Engin,•,•ring huildin!,! manufa•·· •II Bin <.)a,1111 ha' hccn hy 
LtJ. Kar;i,·h1 turin!?. 'tccl Paki,l;m Steel 

p;111' for 
111a.·hin1~f) . 
thrcadin!! of oil 
.:ounlr) 1uhuhir' -0 
and au11111111tivc "' ,·omponcnt' pl;int 



... 
Annex Table A-12. (nmtimu•d) .... 

0 

PruJuct/ foreign 
.:apadty Total exchange 

'\ .. m,· of prnje,·t L11<.·•1tinn frnnncsl cost costs Opcrutionul since 

SASM Engineering Bin Qasim High 4uuli1y 170.12 !10.00 The selling -up of the project 
Ltd .. Kara•·hi special components at Bin Qasim was agreed by 

anJ c4uipmcn1 Downstream Commillcc in ll)Kll 
manufacturing 
plant I mostly the 
puns for sugar 
mills) 

B.T.M. WorlJ TraJc Bin Qusim Pressing unit for 222.27 I 16.7K The selling-up of the project 
tPri\alcl Limited ma•·hmery and al Bin Qusirn was ugreed in 

fabricating boJy princip!e in the Downstreum 
components of Commillee in 19K7 
l'Urs. scooters, 
nu•torcycles, light 
l·onunerl'ial 
vehicles uml 1rucks 

~luhipolc Bin Qasim Tapered slcel I LUlK 74. l!I The projccl wus slrul·k off 
~fa1ufocturing poles from the list of Downstream 
Compan~ Limited 8,()()() lndusiries of Pukislan S1eel 

in November I IJKK 

A}ub Assi1<.·ial•'' Ha tar UalvaniieJ 6.10 J.90 The selling-up of the project 
AbbonabaJ I H;uipun sheets corru- has been ugreed by Pukistan 

gating Steel in I 9K!I 
:?!l,000 

Zenith Engineering Bin Qasim Automobile IU!I 4.89 The selling-up of the project 
I Pri' :II•'> Limited exhaust system al Bin Qusim hus been agreed 
Karachi munufucturing by the Downstreum Commillee 

plum in l IJKK 
20.000 



Annex Table A-12. (continued) 

Product/ Foreign 
capacity Total ci1change 

Name of project Location (Tonnes) ~·ost costs Opcr11tion11I since 

Amreliwala Hardware S.l.T.E. Small section pl11nt 60.00 30.00 The project has gone into 
Industries Limited Karachi 4S,OOO produc1ion in June 1986 

Castle Engineering Chunian Cold drawn steel 20.00 2.SO The setting-up cf 1he projecl Ltd .. Lahore (Oistt. bars and shapes 111 Bin Q11sim has been agreed 
Kasur> manufacturing by Pakist11n S1eel in 

plant December 1986 
20,000 

Abbas Steel Landhi Wire rod, b11ling 48.00 23.50 The projecr has gone in10 Industries (Pvt.I Karachi hoops and wire production in October 1987 Limited producls manu-
fac1uring plant 

35.000 

Undok Millson~ Nooriabad G.I. pipe 17.00 8.50 The project has been approved 
Foundry (Oistrkt fittings by Cenlral lnvestmen1 Promo-

Dadu) 1.280 tion Commiuee (CIPC). The 
c.:onstruction and erection work 
of the project has been 
completed and the lrial 
produc1ion staMed in 
Sep1ember 1988 

Pan Islamic Iron Bin Qasim Cast iron 8.00 2.00 The wetting-up of the project and Steel Co. foundry was 11grted by P11kia111n Steel 
Limited, Sukkur 5,000 in December 1986 (Propo!ol.-dl 

Chiragh Sun Bin Qasim Forge, ~oundry 13.34 .. The promotors agreement hBK 
Engi~ring IP•·t.I 11nd machine shop been signed belween Pakistan Limited 2.000 Steel and Chiragh Sun in 1987 --(Sp11re pans) -



Annex Tahle A-12. (nmtimu·tl> ... ... 
Pn1tl11.·1' Pnrcii:n ,..., 
L'ilPOll'ily T111ul c'ch;ini:c 

~;1111•' ul· pr. •JC•'I l.11t.'illinn 1T11nnc'> ''"'' ''"M' Opcrntinrwl ,jrwc 

Thalia Ccm.·111 Thallil Slai: wmcm 111un11· The RluM fo'11rnucc Grnn11lu1ctl 
fa, cdan Ccmcm Mnni:hupir fol·turini: plant' Slui: ullocutctl hy lhc Minis· 

.'1Xl,(l()(l 1 l1Xl,(J()(l try of Protl111.:lion for SCCP 
fuclories is proviJctl Ill 1he111 
for prntluction of sl1111 ceme:\I 
Roth 1he ccmenl plunls huvc 
hcen producin11 sl1111 cement sini.:e 
Novcmhcr l'JK~ und July 19K4 
respc•·tivcly 

Pal1''''" Slat: Bin Qit,im Slui: l'cmem :?~IUKI 71J.14 The senin11·up of the project 
c,•nwnl I 0011\lrlC\ rmmufucturini: hus hcen u11reed hy P11kist11n 
Lin'::"·J ph1111 Slcel in the Down,treum 

:?lK).(MMI lnJustri11I F.stutc, Bin Qusim 
h11sed on 11tili1.111ion of hluM 
furn11ce 11runul111ed und 
houlJcr sl11i: 

Pal1,1an Noori;ih;id Stai: wo1•l nmnu· HK.4~ .lK.60 l'ukist1111 lnsulution CPrivu1e1 
ln,11la11un fol'IUring plilfll 1.imiletl suhmilleJ 11 li:usi· 
Pma1,·1 l.tJ. ~.~()() hility report in Septcmher 

llJKK 

l:n\ ,,.r,·1,· Bin Qa,im Slag hhd, plmu IJ(i,()(I 4:?.00 The se11ini:·11p of the projecl 
l.imllcd :?O million hhd• wus ui:ree1I in Jun1111ry I 'JK6 

..\h,an Ra,h1J Bm Qa,im C'nal·Hir Ji,lill· :?tMl.(Kl ~4.(J() The propm11I wus discussed in 
t Pm al•'l l.1J. a1i1111 pl11nl the l111wns1re11m Industries 

~(),()()() Ht>nlle\ ('ommith:e mcetini: held 1111 
of ;inthrill'Clll', I· 7- t•JH7 
'~ lelll'. 
n;iphtaknc. 
li1rp11d1, Cll'. l 

:\lal' C'uallar &. P1l111 plum fur :?lMl.CMI ~4.fMI The scllin1?-11p of lhc prnjccl 
011 PrnJu,·1, I Ill'. l'llill·Hir 11i,1ilh11i1111 111 Hin (,)11sim wus 11J,1rcccl hy 
I 81111111.·n Em11l,i11n' l .l ,(MMl' .l.~IMI P11~1st11n Steel in l>c,·cmhl·r I 1JK~ 

Sour...,: f.,.,.,,,.,,,j.- Rc•1·11•11 11\arad11. !I.fa~ llJHIJ), pp. 7.' 7fl. 
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Site 11f Non· 
··n1crpri'c hhri.·111cd clcc1ril.:11I Elcc1ric11I 
a.-.·ur.hn)! Ua,i•· 11\CIUI mc111h m11chincry n111chincry 

'" \alu.· 1•1 Per Per Per Per 
li\.:d a"•'I\ Numh.:r ····n1 Numh.:r CCIII Nurnh.:r ccnl Numh.:r ccni 

I(, 

::? ~(), 01111 47 24.2 I ~II ~:?.:? I IJK ~:?.K hK .\4.~ 

::? ~0. 000 - ~00. 000 ,\4 17.~ 4:? lfl.') fl:? ltd 41 20.K 

~()() .1100 I ,1100 .llllll 40 20.ti .\I I:?.~ ~I J.\.ti lti K. I 

1.11110.000 ::?,111111,(11111 .\0 I~.~ 14 ~.ti :?ti ti.IJ IK 'I.I 

::?.111111.01111 -- ::?500.111111 K 4.1 K ~.~ ~ u 2 I.II 

::?.~1111.11110 ~.01111.01111 I.\ ti. 7 I II 4.0 I) :?.4 IK IJ. I 

Owr ~ .IUl,OOll 
,, 11 .. I 14 ~.ti :?4 ti.4 ,\4 17.::? 

So11rn·: Crtl.\11.\ of Mc:1111Ji1«111ri11g /111/i1.11n /4J'(-llH5. I'· :?ti. 

Trun'fll'" 
CljUipmcnl 

Per 
Numh.:r CCOI 

~:? 42. I) 

12 I). I) 

12 I). IJ 

L? IJ, I) 

4 .\ .. \ 

4 u 

::?~ 20.ti 
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w 
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BJ LEGAL FRAMEWORK GOVERNING FOREIGN PRIVATE 
INVESTME~T 

A. The Foreign Private Investment Promotion and Protection Act. 1976 

/Nfinitions 

In thi.-; Al."t. unless there is anything repugnant in 1hc subp.1 or context. 

fa) ·foreign capital. 11k."311S in\-l.'Slllk.'111 made by a foreigner in an industrial undertaking in P:ilislan: 

Ii l in the form of foreign exchange. imp.lrll.-d l110k.iline11· and equipment: or 
ciil in an}· 01hcr form which the Fl."tkral Gowmment m:t}· approve Ii.Jr the purpose. 

Cb) ·foreign priva1e investment" means investmenl in foreign '--..Pita! b)- a proitlll Who is no1 a cilih"ll 
of Paki.."4lll or by a l."ll01pall)" incorpor.llcd oulSKk Pakistan. bul does lkll include inn~sunent 
by a foreign Government or agency of foreign Gm·emmen1: 

Ccl ·industrial undertaking· means an indu~I). undertaking or l."Slablishmcn1 l."llgagcd in lhe 
production. dislribu1ion or pn~"l!SSiRt! of any good.-;. 1he prtwiding of senit:l.'S speciftt.-d in lhis 
behalf by lhc Feder.al Govemllk."lll or 1he Jewlopmenl ;and extraction of such mineral n.":'I.. '!•rcl.'S 
and pmdlk."ts a..-; may hc sp..-cified in 1hi..-; hchalf by 1he Federal Gowmmcnl. 

Word.-; and expres.'iitlllS u.-;ed bur nul defined in this Act shall ha,-e thc same meaning.-; a..-; in thc Companio 

Al."t. 1913 cVll of 1913). 

Field for foreign primte im·estment 

The Federal Govemmenl may. con .• islenl with thc national inrercs1. for the promolion of foreit!n priva1e 
inves1mcn1. authorize such invcs1mcn1 in any industria1 undcnakint!. 

fa) which dt~'S lkll exist in Pakistan and 1hc estahlishmcnl whcrl.•of. in 1hc opinion of 1hc Federal 

Gt•vernmcm. is desirable: or 

fb) which is nol hcing carried on in Pakistan on a scale adequale 10 lhc l."l:Onomic and social lk'l.-d.'i 
of lhc coun1ry: or 

le) \llo-hich will con1rihu1c 10: 

Ci> 1hc Jcvelopmcnl of capital. 1cchnical and managerial resources of Pakislan: 
Iii> 1he discovery. mohili1.a1ion or hcuer u1ili1.alitm of lhe na1ional resources: 

fiiil inc s1rcng1hcring of 1hc balance uf payments of Pakistan: 
fiv) incrca..o;ir.g cmploymcm opponuni1ics in Pakistan: or 
Iv> 1hc economic Jcvclopmcnl of 1hc country in any <llhcr manner. 

Appmn:i of fi1rei,'(n primte inn".flmmt 

Where lhc Federal Governmcnl sanclions an industrial undcnaking having foreign privale inveslnlCnl. 
ii lll;iy do so suhjc,·1 111 '.'.UCh condilions as ii may specify in 1his behalf. 

Protection of t1J(rerment.{ 

Where lhc Federal GovernnK"nl consider'.'. ii nccl"ssotry in lhc puhlic in1eres1 10 lake over 1he managemcn1 
of an induslrial undenaking having foreign private investment or lo ac4uire lhe ownership of lhc share'.'. 
of ci1i1ens of Pakistan in 1hc capital of '.'.UCh indus1rial undenaking. •IR) agrccmcnl approved by the 
Federal Governmenl rclaling 10 such undcnakings entered into hc1wcen a foreign in\es1nr or cretli1nr 
and any person m Pakislan shall not he affccled hy suet. laking over or ac4ui'.'.ilion. 
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F,ireign \.":lpital or foreign private investment in an industrial underuking shoail not be ;ll;quir .. -J ex'--ept 
under the due prucess of law whidt provides for ;adc:quale '--ontpens;ation to be settled in the rnrrency 
of the \."llllntry of origin of the '-"OIJ'ilal or investment anJ spccifk!S the principles on anJ the ltlOUUler 
in whK.-h '-~ion is to be dcte!mined anJ given_ 

RepatriUiion facilities 

Subject to the provisions of the Foreign Exdtange Regulation Act. l'U7 CVll of l'U7): 

(a) a foreign investor in an industrial lllldertaling established after the 1st day of Sqllember. 195-J. 
and approved by the Federal govcmmenr. may at any time repatriate in the currency of the 
country from whk.-h the investment originated_ 

Ci) foreign private investment 10 the extent of original investment: 
Cii) profits earned on such investment: and 

Ciii) any additional amount resulting from the re-ir.vcstcd profits or appreciation of '-'lf>ital 
investment: 

(b) a creditor of an industrial undert;aling referred to in clause (a) may repatriate foreign currency 

loans approved by the Federal Government and interest thereof in ac\.-ordance with the terms 
and conditions of the said loan. 

Provided that nothing in this section shall affect the terms of the permission to male Mk.-h investment 
granted to a foreign investor before the commencement of this A\."t. 

Remittances by foreign employees 

Foreign nationals employed with the approval of the Federal Government in any industrial undertaking 
having foreign private investment ma; lake ren1inances for the maintenance of their dependents in 
accordance with the rules. regulations or orders issued by the Federal Government or the St;ate Bank 
of Pakistan. 

Ta.t concession and amidance of double taxation 

The Federal Government may allow such conces.'lion.., to indUSlrial underukings having foreign private 
investment as may be admissible under any law for the tilT!C heing in force. 

Foreign private investment shall not be subject to other or more burden.~ taxes on income than 
those applicable 10 investmenr made in similar circum.'ltances by cili7.Cll.'1 of Pakistan. 

Foreign private ir.ves1mcn1 shall be allowed all the lax conces.'lion.\ which may he admissible on the 
ba.'lis of any agreement for avoidance of double taxation which the Government of Pakistan may have 
entered into with the Government of lhe country of origin of such investment. 

Equal treatment 

Industrial undcr1akings having foreign private investment shall be accorded the same 1rea1mcn1 a.\ 
is accorded to similar industrial undcrio:~ings having n,, such investment in the application of laws. 
rules ar...i regulations relating to imponation an<i exportation of goods. 

Remornl of diffkultit'J 

If any difficulty arises in giving effect 1., any provisions oi this A~I. the Federal Government may 
make such order. nnl inc:onsis1en1 with lhe provisions of this Acl. as may appear lo ii 10 he necessary. 
for lhe purpose of removing lhe difficulty. 

Provided 1ha1 no such power shall he eiierciscd after the eiipiry of 011c year from the commcncemcnl 
of this Acl. 
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Power to make rules 

The ~r.11 Gc.m~rnm..'11l ma}·. by lk'lificalion in lhe oOk:ial Gazc..·ue. male ruks for cafl)·ing out 
the purposes of this Ac..-r. and stkil rules may. among other mancrs. pnwidc: li.,r the emplo~·~nt of 
Palisbo and foreign nationals in inJusuial ulkknalings having foreign pri\·ate inwstn~nt. 

The Ac.."l po.wides fl•P sn-urity against exprnpriation aud adc:quate c..·omJll..'11.'3tion in c..-a.'ic: of acquisirions. 
The Ac..1 also guaranta:s the follo,.,·ing: 

Ci) Rc:mina111.:.::. of profit and capital: 

Cii) rc:minanc..-c:s ,,r appreciation of c..-apital invest~nt: 

(iii) foreign private invl!Slmc:nt shall lkll be suh.JCc.."tc:d to more burden of taxes on inc:o~ th.a:i tht~ 
applic..-able to invc..-stment made! in similar cin."tlmstanc:es b}· citizens of Pakistan: anJ 

(iv> relief from double taxation in ca.sc:s of those: countries with ,.,-hic:h Pakistan has agrc:c:~nt tor 
avoidanc..-c: of double taxation. 

Foreign im·c:stmc:nt is also Clllitled to rhe follo,.·ing facilitic..-s: 

Ci) foreign nationals employed in Pakistan an: pennined 10 send monthly rcmillalk.-c:s 101he coumry 
of lheir domicile up 10 50 per ecn1 of ~ income; and 

(ii) foreign na1ionals on reiuming from Pakistan are pennilted 10 lransfer 1heir sa\·ings. 

B. The protection of rights in industrial property order. 1979 
(President Order No. 5 of 1979) 

Interpretation 

In 1his order. "indr :rial propeny· mean.-; propeny. moveable or immoveable. US<·d in 1he production. 
manufacture. procc ~-.ing or ao;.o;embling of any goods or the developmenl and extraction of mineral 
resources. or both iri such production. manufacti.:re. proccs.o;ing or ao;.-.emhlmg and in such devclopmem 
and cxtrac..-rion. and includes any right. tille or interest in such propeny. 

Order to m·erride other l:nn 

This Order shzll have effect nCllwith.o;tanding anything contained in 1he Cons1i1u1ion or any 01her law 
for lhc lime being in force. 

Protection of mdustria/ propeny right.f 

Ii) No person shall be deprived of his indus1rial pr.1pcny save in accordance wirh law. 

(ii) No indus1rial propcny shall be compulsorily acquired or laken possession of save for a public 
purpose and save t-y Che au1hori1y of law which provides for adequale compcnsalion being 
given 1hercfore within a reasonable lime :•pecificd !herein and eirher fixes 1he amounc of 
compcnse11ion or o;pcc fies lhc principles on and lhc manner in which compcnsalion is 10 he 
dccermincd and c:iven. 

(iii> Any person 10 whom "·ompcnsalion is lo he given under any 'uch law as is referred 10 in clause 
(!i> may apply lo the Coun of com~lenl jurisdic1ion for a decision as 10 whelhcr such 
compc11salion is adequale or ofherwisc and for lhe dc1ermina1ion of adequate compcnsalion . 

. fttn-ing 

Noching in 1his order shall he deemed 10 apply 10. or 10 have effect in re:.pccl of. any mdu:.1rial propcny 
which was compulsorily ;;.cquired or taken possession of before lhc commenccmcnl of thi:. order. 
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C. Guidelines for the contraction of loans. credits and royalty technical fee 
agreements in the private sector 

A numhc:r of slcps ha\'C b..-cn !al.en hy 1hc G,wcmmcnl to impnwc lhc an:c-.-. of lhc pri\alc "'-"'-"lor 
Ill foreign currcn'-·y resources anJ lo f:h:ililalc lran-.kr of modem k"\:hnology. To promolc lhc...c 
oh~"\:ti'~" 1hc: Fmaoce \hnisler announced in his hudgel SJX-Cch for 19H.'·M-i tha1 n:4uirenk.•nts of 
dcaraocc of the Slate Bank of Pakis1an anJ the Minislry of Finance to the: 1cm1s anJ conJitions of 
foreign cn.-dits ioclu:.!ing suppliers. cn.-dit anJ cn.-dits under the: Pay As You Earn Scheme will not 
he re4uir'--d if these n,nforn1 to ccnain standard conJilions. Agn.-cments for pa~ ment of royahies. 
k"\:hnical ll.-cs and employment of foreign cxpens could also he: enlcr'--d into wi1hou1 prior clearance 
of the S1a1e Bank of Pakistan or the Ministry of Fina"'-·c if these conforn1 lo the standard 1crn1s li\cd 
hy 1he Go\'crnmenL It was s1ipulak-d 1ha1 guidelines will he announced hy the Gowrnment in lhis 
rcs~"\:L These guiJdilk.'S arc now issu'--d as paras _, anJ 4 hc:low. Agn."\.·mcnls ':onfom;ing 111 1hcsc 
guiddinc:s will not re4uire prior appm\'al of any Gm·ernmcnl agency. The horrowcr will. howcwr. 
he: rc4uin.-d lo furnish one: copy of the loan agreement to lhc: Exchange Conlrol Dc:panmenl. Stale 
Bank of Pakislan. Karachi anJ 1he E\lernal Finance Wing. Ministry of Finance. lslamaoaJ for 
rcgislrJtion. The: regislrJlion with the S1a1c Bank will constitute lhc: authoril~ for the: authorizl-ll dealer 
10 remit 1hc: priocipal. intercsl anJ other charge-. as SJX-cifi'--d in the: agn.-cntcnl 10 the: crcJi1or. Likc:wi-.c:. 
1hc: pany entering inlo agr\.-Cntcnts for 1ransfcr of k-chnology in\'ol\·ing payntcnt of myahies. k-chnical 
ll.-cs anJ payntcnls w expa1ria1es. will suhmit one copy of 1he agn.'C'menl lo lhe S1a1c Bank of Pakistan. 
Exchange Control Dc:partntcnt. Karachi. for rcgistrJtion. The registration with 1he S1a1c Bank will 
-.c:rw as 1he authorily for payments in foreign exchange as admissihlc unJer lhe Foreign Pri\"ale 
Investment C Promotion anJ Prnk-clionl Acl. 1976. 

h is expecleJ 1hat 1he foreign loans raised hy 1he pri,·a1e S\.-Ctor will encourage foreign participalion 
in high technology areas and in projects thal will hreak new ground. These loans shall not carry an~ 
Government or Stale Bank guarantee. :t would. howewr. he: permissihk for commercial hanks lo 
issue Bank Guarantees after Jue scru1iny anJ with lhe prior appnn-al of the Slate Ban~ as re4JireJ 
under the Foreign E\changc Lcgula1ion Act. 

D. Guidelines for foreign loans and credits 

Rale of interesl: 

I a I I nteresl on loans from hanks 
commercial instilutions 

1h1 lnteresl on suppliers· credils: 

( i I Foreign credits negotiated 
1hrough Devclopmenl 
Finanl·ing lnstilutions 11i1. 
PICIC. IDRP. ell' 

1ii1 In olha l·ases 

Ra11·i/imi1 ./;,, ll'lri<'lr 
.wnction iJ 1101 rt'q11irnl 

Not c:itcecding I . 5 per l·en1 ahove 
UROR 

Al the rares negotiated hy the 
institution conl·erned 

Not C"l·ecding 1.5 per cenl ahove 
I .IROR 

The approval of the (io11ernrm·n1 of Pakistan will he re4uired whac credit for export is provided 
al a cor.ccssional rate hy the hanksilinanl·ial insri1111ions under the instructions or polil"Y of foreign 
gowrnmenls. 



Front end lt.'t:s 1charges li.n cash loan..; 
mentionc..'11 at (a) above where applicable: 

Iii Commitment fee 

(iii) Legal expenses: 

Down payment: 

Repayment period: 

(a) Single bank loan 
(b) Syndicated loan 

Pay As You Earn Scheme 
Other loans 
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R11teilinrit jiJr 1t-l1id1 
sanction is not required 

Not exceeding 0.5 per cent per 
annum 

Not exceeding 0.5 per cent of lo;m 
amount for syndicate loans only 

At actual not exceeding S5.000 
At OK'lual not exca.'liing Sl0.000 

Subject to maximum of 15 per cent 

Not less than 5 years 
Not less than 7 years 

The LIBOR rate will be app'i.:able in cases where loans are obtained from Euro-currencies market. 
For loans and credits secured from other markets abroad. the margin will apply with reference to 
the rates prevailing in the respective centre. For example in the case of a Japanese yen loan obtained 
from the Japanese domestic market. the margin will apply with reference 10 the Japanese long-1cnn 
prime rate. 

E. Guidelines for agreements for transfer of technology 

Royalty 

Definition of royalty: 
A royalty is a fee paid by a local firm 10 the foreign collaborator in consideration of: 
"Licence to use the foreign manufacturc·s patent/brand name for marketing the product(s)". 

No royalty would be allowed: 
(a) On consumer goods for the home market: and 
Ch) In cases where more than 50 per cent shares arc held by the owners of the patent/ 

trade mark/brand name. 

The existing agreement will. however. be continued as per the terms and duration already determined. 

In other cases. the royalty shall be allowed as under: 
(a) Up 10 .l per cent on capital goods manufactured for exports: 
(bl Up 10 2 per cenl on consumer goods manufactured for exports: and 
ic) Up to I per cent on capital good·; manufactured for the home market. 

Royalties shall be for a period not exceeding 5 years. 

Royalties will be calculated and certified by the applicants' auditors on the basis of ex-factory 
price less excise duly and sales lax. if any. for home market and F.0.8. price fr;r exports. 
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Tedmirnl fee 

Ddinition of a lt."Chnical kc: 
It is a t\.-c paid by the local firm to the li.lrcign collaborJtor in consideration of: 

(a) Engill\.-ering and lt."Chnical scn·ices including a.ssistarn.·e \\ ith the manufacturing pnll:ess. 
testing and quality control. a.'i.sistat1':c by way of making a\"ailable a patented process and: or 
secret know-how. and rights to a\"ail of the technicah:onfidential information 
resulting from continuous lt."Chnical research and dewlopment. etc: and 

(b) Technical trJining of hlCal personnel. 

No technical fee shall be allowed on consumer goods or for a simple con\"cntional process. or 
on goods which are being producL-d in the coumry without foreign technical collaborJtion. 

A technical fee may either be determined :!S a lump sum to be paid in instalments or be allowL-d 
as under: 

(a) Up to 3 per cent on engineering goods and for such basic manufacture which requires 
sophisticated technology: 

(b) Up to 1.5 per cent for product(sl other than (a) on new products only: 
(cl The aggregate rate of royalty and technical foe should ,1ot exceed 5 per cent: 
(d) Technical fees shall not he allowed for more than 5 years: and 
(cl Lump-sum technical fees will not exceed 5 per cent of the foreign exchange cost of plant 

and machinery and will be admissible only for items (a) and (bl. 

For ha.sic manuf:K'fUrt:. the technical fee will he calculated and cenified hy the comp<my·s auditors 
on the basis of ex-factory price. 

For assembly/manufacture. the technical fee may be calculated on the F.0.8. price of deleted 
components or pans of the product(s) which \'Jould be manufactured by local licensed firm. or 
on the ex-factory price of locally produced components or pans o'thc products(s) whichever is less. 

While calculating the technical fee. the excise duty. sales tax and the value of imponed components 
and pans should be ddeted from the ex-factory price. Documentary e\·idence in suppon of the 
above may be called for from the applicant(sl. 

In the agreement no provision should be made for any compulsory minimum payment of a 
royalty /technical fee. 

In case of payment of the technical fee in a lump sum it should be spread ove~ :t number of years 
and should be linked with transfer of technology or services rendered. Funher. the supplier of 
technology should affirm that the pnce is in line with the agreement made in other countries. 

There should be no requirement for purchase of raw material cnmponents from a pa11icular source. 

Agreements should be under the Pakistan Law. 

Arbitration should be held in Pakistan under Pakistan Law. 

F. Guidelines for engagement of expatriates 

Foreign expcns/technicians may be employed without reference to any government agency for rendering 
such services as supervision of installation, commissioning of the plant and training of personnel. 
Limits for per tlit'm rates arc indicated hclow: 

Foreign technicians: 

Canada. United States. Western 
Europe and Japan 

Not exceeding $250 per day. 



East European countries anJ China 

All other countries 

General gu;delines 
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The rates fixt.'lf by the concerned gtwemment 
organization of the respec1ivc countries. 

Not cxct.>t.'lfing S 175 per day. 

Agreements not in conformity wilh lhe above_ will require prior deara111.-e from lhe competent authority. 

Reminancc of principal and interest. etc .. in respect of ti.lreign loans and royalty/technical ti..-e M•all 
be made at the official rate of exchange prevailing on the date of remiuance. 

Rt.-qucsts for exemption from income tax on ic.tercst earned on foreign loans will continue to be 
considered on a ca..;e-to-case basis. 

These guidelines are subject to revision from time to time a_-; and when required pursuant to changes 
in the domestic and international capital markets_ 

G. Industrial property rights 

The protection of industrial property has as its object patents. utility models. industrial designs. tra-ie 
marks. clc. 

The Patent Laws in Pakistan are aimed at providing prOlC1.'tion 10 industrial property. Industrial property 
rights are protected under lhe Patents and Designs At.'1 and the Trademarks Act. Grant of Patent confers 
on lhe patentee the cxdusive privilege of making. selling and using lhe invention throughout Pakislan 
for a period of 16 years ( cxtendable according 10 circumstances) in consideration of his disclosure 
to the invention at 1he Palent Office. Today more than 8.000 patents arc in force. Copyright of an 
original or new design is granted for a period of 5 years which is extendablc upon applications for 
::! further periods of 5 years each. The grant of licence for working a patent or using a design against 
payment of royalty is permissible. 

n1e protection of rixhrs in industrial propeny ordinance, 1979 
(President's Order No. 5) 

This Order specifies :hat no i11dustrial property would be compulsorily acquired. wi1hout authority 
of law which prm-ides for adequate compensation being given within a rcasonallle time. The adequacy 
or otherwise of the comp:nsalion so fixed can also be challenged in a court of competent juri'id1ction. 

H. Issue of capital 

Control over issue of capital m Pakistan is exercised under !he C'apilal Issue :('ominuancc of Control) 
Ai:I. 19.J7. It prohibils issue of capital in Pakislan or a publii: offer for sale of sccurilies by the Pakistan 
company or :1 foreign company withoul conscnl of !he conlroller of Capital Issues. Similar rcslrii:lions 
apply if !he i:apital is raised or securities arc offered abroad by a company regislered in Pakislan. 
Subsi:ribing lo issues no! approved by Iii..: Comroller of C'apilal Issues is prohibited. Issuing of a 
prospc;:tus or any oll:cr offer for public sale of sccurilics n1lt ;1pproved by !he Controller of Capital 
Issues is also prohibitcJ. 

The Con1rnller of Capilal Issues l·an impose rnnd1tions cir'1cr al !he lime of giving permission lo lhc 
issue of 1:;1p:1al or i:iving rerngnilmn or al any 111hcr lime rhercaflcr and rhme i:ondilions arc binding 
on ;1 rnmpany. Orders issued under lhcse powers from rime lo rime b;1vc lhe forl·e of law. 
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Control on issue of 1:apital is JcsigncJ to ensure a halan1:cJ in\cstmcnt of the 1:oun1ry ·s rc ... our1:cs. 
protc1:1 puhli1: panicipation in premature pn~jl-cts. and pre\cnt owr-i:api1ali1.ation anJ undue Jcpenocni:c 
on (,lan 1:apiral. Permission to issue 1:api1al Jocs not. howc\·cr. represent assuran1:c hy the gm·crnmcnt 
of the prolitahility of a proje1:1. In cases where the sandion of a go\crnmcnt or ... cmi-go\crnmcnt 
agency is required before setting up a project. con...cr.t to issue capital i., gi\cn only when the project 
is approved hy wmpetcnt authority_ For example. f 11 insuram:c companies ha\e to be appro\ed hy 
the Ministry of Commerc,·. C!I industrial companic., ha\·c In li.illow the guideline ... faid down h~ the 

government ti.ir sanction of industrial projects. 

Policies arc abo aimed at hroadhasing the corporate nwncr ... hip. protecting the interest of general 
shareholders anJ preventing abuse •.lf power hy controlling intcrc"t" in companic .... 

Si:t' of company 

A pri\ate company is allnwcd 10 i ... suc capital up to R ... 50 null ion_ If ii intend., to i ... suc capital beyond 
this limit. it is required hi con\en itself into a public company and offer 50 per cent nf the total capital 
to the general publi~. Howc\er. in the case of companies with foreign capital. 50 per cent disin\Cstmcnt 

is rc ... tricted to the local capital only. 

Brot1tlhasi11g of 011·11ersliip 

Fresh issue 

At least 20 per cent of a puhlil· offer i., r,·,crwd for the National Imc ... 1111ent Trust f NIT>. Any share ... 
not picked up hy NIT under this option arc required to be offered to the general puhlic. For the halancc. 
applications for shares of the value of R ... 5.000 ha\e a preference fprior accommo<lationl o\cr 

application for ... ban: ... of a value exceeding Rs 5 .000. 

Right Issues 

f i I Puhlic lin: iteJ companie ... listed on the Stock Exchange can apply for the issue of right shares 
to the exi ... ting ... harcho!Jers in acconlancc with p10\ision 11f Companie' Ordinance. llJX4. 

f ii I In case of puhlic limited companies not listed on the Stod Exchange. the right shan:s ma~ 
0.: offered lo existing shareholders within the exemption limit of Rs 50 million. Howe\er. 
if it is desired 10 rn.ise any pan of the capital from the general puhlic. 511 per cent of the capital 
at par shall he olfrred 10 the general puhlic and NIT and prior appro\al of the Controller of 
Capital Issues he ohtained to the proposed issue and the pro ... pectu .... 

Bonus issues 

f iii I Companies arc allowed to capitali1e their free re,enes pro\ided that :1lkr i ...... ue of honus shares 
and tax payahlc !hereof. 1he nel free re~ervcs do 1101 fall hclow 25 per cent of tl.c enhancd 
share c;1pi1al. Howe\er. non-li.,ted companies cannot capitali1e resene' heyonJ 1h1.·ir p;1ill up 

capil;1l of Rs 50 million. 

I. Positive list and prohibited list 

hirei)!n privale imestmenl ... hall Ol' d;1"1fied as eilhcr prohihiled nr allowed suhjel'I 1·1 norm;il 
re ... 1ril·1ion,. The following 1wo li ... 1 ... assign lhe sector ... lo cithcr of the,1.· 1w1~ c;11egorie': 

Posirin· u~r Pmhihircd l.isr 

fil I .ih''lo1.·k !arming fi) A)!ri..-ultural land 

1ii1 Seed farming fli) hire,tr} 

fiiil Dair} farm inµ 1iii1 lmplion 

f i\) l'oullry farmin)! (I\) Rc.i' l''lal1.· 



Positfre list 

(vi IA.-ep-sca fishing 
(\'ii Coastal Fishing 

(vii) Inland fishing 
(\·iii) Manufacturing (other than 

spt.--cilicd list) 
(ix l Construction 
(x) Power generation 

(xi) Oil. gas and coal 
exploration and mining 

(xii) Metals and minerals (other 
than radioactive) 

(xiii) Tourist services and hotels 
(xiv) Nuclear energy 
(X\') Export-related tr;;Jing 

and commerce 
(ni) Transport and 

communications 
(X\'iil G:1s transmission and 

distribution 
(xviii) Liquid petroleum gas 1LPG1 import 

and marketing 
(xix) Power transmission and 

distribution 
(Ul Banks and financial 

scr\'ices 
(Ui) Oil distribution 
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Prohibited List 

induding land. 
housing and 
commercial and 
office buildings 

(v) Radioactive minerals 
(vi) Insurance 

(vii) Health 

Soura: Government of Pakistan. Ministry of Industries. Pe1ki.~ttm l11rt'.~fll1t'llf G11i1lt· (Islamabad. July 
1989). 

B.11 FISCAL, MONET ARY AND OTHER INCENTIVES 

Fiscal. monetary. trade and industrial policies have hecn attuned to hring alll.ml desired changes in 
the industrial sector. Unprecedented and revolutionary incentives haw hecn provided in the new 

industrial package. as follows: 

/11come ten holiday 

A four-year income tax holiday has hecn allowed throughout Pakistan to those key industries whil·h 
arc cstahlishc<l hctwccn lst July 1988 and JOth June 199.l. The tax holiday will he admissihlc to key 
industries. 1·i:: hiotcchnology. tihrc optics. solar energy c4uipmcnt. cmnputcrs and soitwarc. other 

ckctrnnks c4uipmcnt and fertilizers. 

In ordcr to encourage industrial development of hitherto less developed areas. the income lax holiday 
staled ahove has heen made admissihle for a period of eight years for all industrie:-. proposed 10 he 
hicated in NWFP. Baluchistan (l'Xccpt Hub Chowki areas). FATA. northern areas ·ind At:td Kashmir. 
and four years· tax hPliday will he ;1vailahlc in the Divisions of Dern Ghati Khan and Bahawalpur 
in the Province of Punjah and the Divisions of Sukkur and l..arkan;1 in the Province of Simi 10 ;111 

industries set up hetween Isl July 19XX to JOth June 1993. 

HtC'mplion from 1·us1oms d111y 

The key indus1ries referred to in (I l ahovc have also tx·cn exempted from payntl·nt of l'll\10111' duly 
on imported machinery. provided that such rn;ll'hinery is not manulal·turcd lill.'itll). Thc int·cntives 
will he itdmissihlc to indu~trie~ ~cl up between Isl July llJXX to .lflth June 11JIJ.\. 
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All industries proposed to be loc;ated in NWFP. Baluchistan (eiu."ept Hub Chowki areas). FATA. 
nonhern areas. Azad Kashmir. Divisions of Dhera Ghazi Khan and Bahawalpur in the Province of 
Punjab and Sukkur and Larkana in the Province of Sind have been ellempted from the levy of impon 
surcharges on imponed machinery. provided that such machinery is not manufa\.1ured locally. and 
also granted ellemption of customs duty and sales tall. 

Exemption of sales tax 

For a period of eight years. the output of industries set up between Isl July 1988 to 30th June 1993 
in NWFP. Baluchistan (ell\.'epl Hub Chowki areas). FATA. nonhem areas. Azad Kashmir has been 
ellempted from payment of sales tall. 

The other measures taken for the promotion of industry in the country are given below: 

To augment job creation. the Agricultural Development Bank of Pakistan and the nationalized 
banks will set apan Rs 1.2 billion during the next financial year for the establishment of agro­
based industries in rural areas. 

To facilitate industrial investment in the private sector. the government has allowed sill private 
sector panics to establish Investment Finance Banks. 

For genuine newcomers who do not own a major industry the following relaxations have been made: 

(i) their projects shall normally be financed at a debt equity ratio of 70:30; 
(ii) the condition of depositing the equity component in cash has been dispensed with. 

Realizing the inaccessibility. lack of infrastructure and seasonal nature of most of the business 
undenakings in the nonhem area. the government has decided to provide concessionary finances 
at a mark-up of 6 per cent per annum to finance mineral ellploration proja1s. hotels. manufacturing 
of furniture. food processing etc. 

Nowadays. the electronics industry c.ccupies a pivotal position in the process of industrialization. 
Customs duty exemption and tall holiday have been made available to this industry. if set up in 
NWFP or Islamabad. This industry was also declared as ·Key Industry· last year. Keeping in view 
the crucial role of the electronics industry in the industrial development of the country. the 
govemmer:t has decided to elltend the scope of customs duty and sales tax exemption on imponed 
raw materials and components to the electronic industry set up anywhere in Pakistan. 

Till June 1989. the scope of exemption on the impon of plant and machinery for the manufacture 
of pharmaceutical raw materials in the country was restricted to such pharmaceutical units which 
made use of the local flora and fauna. In the absence of a basic pharmaceutical industry in the 
country. pharmaceutical units have not been able to make use of this facility. It has now been 
decided to extend the scope of this concession to such basic chemicals which can be imponed 
from world-wide sources without any franchise. Besides. exemption on impon of pharmaceutical 
raw materials is proposed to be elltended to the manufacture of all medicinal preparations registered 

as drugs under the Drug Act. 

Customs duty exemption on mining machinery and equipment was withdrawn last year. The 
government has now decided to restore this concession on such mining equipment and machinery 
which is not being manufactured in the country. 

Income tax structure 

Tax credit for investment by companies in industrial undertaicings 

Tax credit is admissihlc to a company in respect of the amount invested in the acquisition of share 
l'apital of a company which sets up an industrial undertaking. to the extent indicah:d below: 

(a) 30 per cent of the amount invested if the industrial undertaking is located in Baluchistan. Trihal 

Areas. northern areas or Azad Kashmir; 
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lb) 15 per '--ent of the amount invested where the industrial undertaking is IOl.-atcd al any Olher 
place. excluding the Talukas of Karachi and Hyderabad and Tehsils of Faisalabad and Lahore 
(Section 106 of Income Tax OrdinaJk.-e. 1979). 

Investment allowarK.-es lo persons other than cilmpanies 

An allowalll.-e of 33.33 per l."ent of the 10lal income subjc\.'1 to a maximum of Rs 5.000 is admissible 
to any person. exl.'Cp( a '-"tllllpWIY. in NIT units. specified l.-ertifK..-atcs and debentures and in the acquisition 
of the share l.dpital of industrial l--ompanies Olhcr than by purchase from a pre\·ious O\lo"lk!r I Section 
-15 of the fnc()(Jle Tax Ordinalll.-e. 1979). 

Tax credit on investment by companies in shares and debentures and wealth lax exemption 

Companies investing in shares or debentures of the Equity Participation Fund are allo1A.·ed tax credit 
of 50 per l."ent of the amount in\·ested in such shares or debentures. 

Sales lax exemption on machinery 

Machinery or component parts for industrial use are exempt from payment of sales tall if 
produced/manufactured in Pakistan CSRO 69711)177 dated 4-8-1977. amended from lime to time). 

Sales tax exemption or. expon of manufactured goods 

In order to promote the export of manufat."tured goods. a general exemptitm from sales tax is given 
10 all goods exported from Pakistan. ln addition. 1he raw material used in 1heir manufat.'1ure is also 
exempted from sales tax. 

Exemption of dividend income 

Ellemption of di\·idend income is a\·ailahlc a' staled helow: 

la) in respecl of di\"idcnd income rcccin.'Ci from 1hc Na1ional Im·cs1mcn1 1UNIT> Trust or any 
mu1ual fund es1ablished by the lnvestmcnl Corporalion of Pakis1an or fmm a company !isled 
1m 1hc S1od fachangc in Pakis1an. 01her 1han 1ha1 S("..'Cifit.'Ci in sub-clause (h) or sub-clause lcl-

Iii Where such di\·idcnd income docs nOI exceed fiflcen 1housand rupees: 1he whole of 
such income. 

Iii> Where such dividend income exceeds fifleen 1housand rupees: fif1ccn 1housand rupl.'"CS. 

lb) in r.:specl of income from dividends declared and paid by any public company rcgislcrcd al 
any lime hetwccn 1hc first day of July 1977 and the 1hirtic1h day of June 1982 (bolh dales 
inclusive) under lhe Companies Acl. 1913. !VII of 1913). and ha\"ing iis regis1ered office in 
Pakislan. oul of ils profils for any income year ending on or before 1hc 1hirtie1h day of June 1982. 

(cl in respect of dividcr.d income received from any public company registered under lhc Companies 
Act. 1913 (VII of 1913). at any 1ime between the first day of July 1978 and the 1hirtieth day 
of June 1982 (nereinafler referred 10 as the said period). having i1s regislered office in Pakislan 
and engaged in an induslrial undertaking sci up in Pakistan al any time within 1he aforesaid 
period oul of !he profits of 1he undertaking. for a period of five years beginning from the year 

in which commercial produclion is commenced. 

Bonus :-.hares 

The face value of any bonus 'ihares or the amounl of any bonus declared. issued or paid b) a company 
toils shareholders wirh a view lo increasing its paid-up capilal is exempt in the hands of shareholders. 

Excmplion 10 foreign lcchnicians 

Salary received by any person who is nol a ci1i1en of Pakistan is exempl for a period of eighl years 
from 1he date of his arrival in Pakis1an for services rendered by him during such period as a technician 
under a contr;1cr of service approved by the Commissioner of lnl·omc-1ax hcfore 1he commencemenr 

of his service or wilhin one year of such commenccmenl. 
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Tax rebate: on income: from c:xpons 

Rt.-bale j_, allowt."li t., all t.·ommercial anJ inJu.,..rial e,p,neh from !5 p.:r t.·ent lt• 75 p.:r ,.-ent ,,f toc 
ta\ allrihuutile lo il\\."•lflll: fnm1 e\pon" of .tppr•Wt."li item.' manufat.1urcJ in P-Jl..i .. 1an. 

Tax rebate: for limi1'""\l l."l>mpani6 

Sup.:r U\ n-bale of liw p.:r t."\:nl '" allow\."ll 10 inJu."rial unJ.:naL.in!!" S<.'1 up bt."tw·\.'\.'n Jul~ 1'175 anJ 
Jur-= 1')80 pnwitk."li IOC cost of li\\."li iL'-"-'1" e\du .. iw of c•~ of lanJ Jot.~ not e\C\.'\."li R" 5.0 millitlfl. 

Th.: la\ rale ha.' bt.'\.'n n"li1Kt."li to 50 p.:r t."\:nl in the ca.-.c: of pri\ale limik"li C•lfltpanit.~ anJ .U) p.:r 
cent in the ca....: of public limil\.'\I C•lfltpani\.~-

Dc:pr'"-cialion 

Dcpr\."\."iation allowance i" cakulatcJ on the Ct):!\I of a.'scb at the time ,,f their 0Kt1ui-.i1ion in the lir..1 
year anJ •lfl the wrillen-Jown \·aluc in -.u~"'llk:nl ~car... 

An initial til.i>r\."\."iation allowal\\."c al a rJIC of .lll p.:r cent i" allow\.'\I on ..hip.- anJ al a rate of !5 per 
.:ent on tllher plant anti llla\:hir-=ry. Th.: rJlc of initial Jcpr\."\."iation allowalll."e on r\.~itlcntial huilJing .. 
for intlustrial labour i.. 10 p.:r cent. 

In rcsp.'\.1 of Oi.'iSCh most common!~ in use. the rJIC" of nnmtal Jcpr\.-ciation allowance arc a .. folio"': 

BuilJing (not otherwise .. p.:cili\.'\ll 
Factory or w.,rL.shop leKluJing goJown ... office" anti rc .. iJenlial 

1.1uaners1 
~lachine~ anti plant t not otherwise -.p.-cili\.'\ll 
Bancric ... X-rJy anti ck-ctnHherap.:utic apparatu' anJ ac.:c ..... iri.:' 
Machine~- i:seJ in the pruJuction anJ c\hihition of cincntalograph 

litm .. 
Motor-whidc-.. all ... ins 
MoulJs u"'-'\I in the nianufactun: of gla"' or .:on.:r.:tc pip.:" 
Bdow-grounJ in .. 1alla1ion .. in mineral oil .:on.:.:m .. 

Rat<' of incmm· ttn 

10 p.:r c.:nt 
10 p.:r cent 
!O p.:r .:.:nl 

!O p.:r .:.:nt 
:!O p.:r .:.:nt 
.'< l p.:r .:..:nl 

100 p.:r '-·.:nt 

lnJi\"iJual. unrcgi .. 1.:r.:J ti rm' or a .... o.:ialion' of p.:r .. on .. arc la\.:,t on a graJual.:tl ~ale principle. 
The .:ff.:cli\.: ral.: of la\ Joe' not .:\.:e.:J ..J5 p.:r .:cnl of the t;nahlc in,.,. .... _. Cnrr.:n1 rat.:' of la\ ar.: 

"' follow .. : 

Wh.:rc th.: la\ahle in.:ome Jo..-, 
nol .:\.:.:eJ R' !5.000 

Where 1he la\ahle income e\.:eeJ, 
R .. :!5.000 hu1 Joe' nol .:\.:eed R' 50.000 

When: 1hc la\ahk in.:ome e\.:ceJ, 
R' :'i0.000 hut Joe' not e\,·eed R .. I00.000 

Wh.:r.: lhc la\01hle m.:orn.: c \.:c.:tl' 
R' 100.000 hul tlo.:' not c\.:ccd R, :!llll.111111 

5 p.:r .:enl .,f 1he 
ta\allle income 

R, I. :!50 plu, 15 p.:r 
,-..-n1 of lhe ;1111011n1 

c\,·ce.ling R .. :!:'i.1100 

R' :'i.000 pin, :!:'i p.:r 
,-..·n1 of th.: amount 
n.:.:.:ding R' 50.000 

R' 17 51111 plu' .l:'i 
pl"r ,·..-n1 of th.: 
amounl c,,., • .._.,ling 
R' 11111.111111 

R, :'i:!.:'illll pin, ..J:'i 
p.:r l".:nl of lh.: 
amonnl l"\l".:ctlinj! 
R, .:'!llUlllll 
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PmvidcJ rtw: 

Cb! •·here rhe roul ilk.~ of ;an~ cxt..-ceds Rs 2..i.000 bur does ntll ext..-ceJ Rs 28.000 and 
ir includes any illl'lJmC d1arg~ble under rhe head "Salary· Csud1 ilk.-ome being DklfC rhan fifty 
per t..-ent of his l•lla.I income). ilk.'lJmC lax p:ayabk hy him shall. beftlfC my rcbale is ;allo•-cd 
for my allo•·Vk.~ refem:d ro in dau.~ fd). be taken as Rs 60. and •-here lhe local ilk.-ome 
of SUc:h ~ ext..-ceds Rs 28.000 rhe ux payable by him before ;any rcbare is allowed "-" 
afoo.."S.lid. sh;a.11 be ;an amounr equal lo lhe agg~are of Rs 60 and die lax t..unpuled al die 
rare specified in lhe paragraph as :applied lo rhe bal;ant,.~ of his rauble ilk.-ome ext.."\..'Cding Rs 
4.000. 

fcl •-here lhe rota.I ilk.'lJmC of ;an asscsscc ext.."«ds Rs 24.<XX> bur does llOl ext..~ Rs 25.000. innllDC 
ux payable by him shall !l(Jl ext..-a.-d fifty per cenl of lhe amounr by whK.-h rhe tocal income 
ext..-ceds Rs 24.000. 

Cd) lkll•·ithstanding anything conraincJ in lhe Income Tax Ordinance. lhe rcbale for any allowalk.~ 
under sn"tion 39 . .W. 41. 42. 43. +IA. 46 or 46 shall be computed al the average r.are ofrax 
and allowed ;Kcordingly. 

eel where rhe rota.I income includes an}· income from a share of lhe inctJmC. profirs and gains 
of a firm lo which par.agraph C of Pan II applied. 

Super tat 

Super tax tm rhe income of banking companies is charged al a rate of 35 per cent on llllal income 
excluding the intercorporare dividend received by such public company or any bonus or bonu" shares 
income. In rhe ca.o;e of any ()(her company. rax is charged :tl rhe rate of 20 per cenr in the ca<;e of 
rhe inctllDC of pri\·are limired companies and JO per cenl in ca..;e of public limiled companies. excluding 
any htlnus or bonus shares issued by ir. The following rebates are admissible in respet.."t of super lax 
payable by Pakisran (tlfllpanics ocher rhan banking companies: 

f i) a rcbarc of 5 per ccnl ro such company not being a banking Cllfllpany if il is a public ctlfllpany. 

ciil a rcbarc of 5 per ccnr lo such company not being a company if Ir is a public company to which 
clause ciiil docs not apply. if irs paid-up capital plus free reserves a'i on the la..;r day of rhe 
income year docs not exceed Rs 500.000. 

Ciiil a rcbarc of 5 per ccnr on so much of rhe income. profirs and gains of such company. being 
a public company. as arc derived by ir from an indusrrial undcnaking if its paid up capital 
plus fre<: reserves as on rhc lasl day of rhc income year docs not exceed Rs 1.000.000. 

(iq a rebate of 5 per ccnr on so .,uch of the income. profits and gains of such company. as arc 
derived by it from indusrrial undcnaking commencing commercial production at any lime 
herwccn rhe firsl day of July 1975 and the 1hinie1h day of June 1980 (hoch dates inclusive) 
if the original cos1 of fixed assets (excluding the cost of land) owned by the company and used 
by 1hc undcnaking docs noc exceed Rs 3.000.000. so however. 1hat no rehatc under clauses 
ciil and (iii) shall be allowed to such company. 

Cv) a rebate of 10 per cent on so much of the income profils and gains of sucn company as arc 
derived hy it in Pakistan from processing. freezing. preserving and canning of food. vegetables. 
fruit. gram. meat. fish and poultry and 

( \·i) a rellate of 15 per cenl In ~uch company on so much of lhe income. prnfih and gains acc:ruing 
or ;iri,ing ou1sidc Pakistan. 
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lnrer-corporate JfridenJ tar 

lntCh'llfJlOr.lle Ji,·iJends n:n:i,.·eJ by· a 11.-..wpany other than a public 11.-..~y arc t;u11.-J .ar the following 
rates: 

Ci> where such Ji\iJenJ.., are r11."\."Ci\·11.-J 
by the public company anJ an· 
dll.·dareJ anJ paiJ by a P:al:istan 
11.-..mw;any in fll.'Spll.'\."1 of the share 
capilal L'>..Wl.-J. subscribeJ anJ paiJ 
.after the founttnth Jay of August 
1'»7. 

ciil where such Ji,·iJenJs arc r11.-cci\·11.-J by 
a foreign 3.'>..'i4.X:iatitm dll.-clar11.-J to 
be a company by the C cntral BoarJ of 
Revenue unJer Clause c 161 of Sc.'\."titm 
2 of 1he Income Tax A11."1. 

Ciiil in other ca.'ie!S 

5 per cent of 
\UCh amount 

15 per ccnl oi 
\UCh amounl 

20 per cent of 
\Uch amoun1 

Relief fmm Joublc 1axa1ion i.-; also a"\·ailabk 10 !he 11.-n1r11.-prent.-urs of 1hosc: couniries wi1h whK.-h P:al:istan 
ha.-; an agrc..-emenl for avoidance of Jouble laxation. Tht.-sc: countrK.-s arc: Au.'ilri:.. Bangladesh. Belgium. 

Canada. China. Denmark. France. Gt.-rmany. Federal Republic of. Gra'\.""C. India. Iran clslamic Republic 
of). lrdanJ. Italy. Japan. Lebanon. Libyan Arab Jamahiriya. Malaysia. Malta. N11.-thcrland'i. Norway. 
Philippines. Poland. Romania. SauJi Arabia. Sri Lanka. S\R-Jen. Swi!zerlanJ. Thailand. Uni111.-J 
KingJom anJ lhc Uni1ed S1a1cs. 

B.111 INVESTMENT PRIORITY AREAS 

A1:m-bt.1.'ied indu.strie:r 

11 I FeeJing anJ fartcning ingreJi..:nis for li\e\llX:l 
t2) By-products of sugar-cane/\ugar 
1J1 Textile wea,·ing 
I.JI l"tewsprint anJ craft paper 
151 Mechanical/chemical pulp 
C61 Processing. l·anning and preservation of iruih anJ vcgetal'tlcs 

Chemicals 

I 11 Fenilizer 
121 Tannery chemicals 
1J1 Petroleum Jerivative\ 

1.J1 Basic manufaclurc of insecticides and pt:\licide\ 
(5) Basic manufacture of pharmaceutical\ and its research products 
161 Terephlhalic Acid 1TPA1 
171 Mono Ethylene Glycol IMF.GI 
I 10 Dyes/pigment\ 
19) Coal-rar fractionization/disrillarion 

I 101 Fihreglas\ 

I 111 Plaslic raw marcrial\ \Uch a\ PVC'. polycrhylcnc. polypropylene 
( 12 I Methanol 
( U1 Special ght\\ 
(I.JI High qualiry ccramin ware\ 
1151 Cataly\I manufacruring 
I 161 lnd11,1ri<1I solvent\ 
1171 Synrhctic ruhhcr 



Medranicul mginuring itmrs 

C 11 Engi~-s anJ 1hcir paro. for 1hc au1umuhilc: inJu.'it~ 
I! I Forging casting of au1um1lhilc: pan:!!> 
I JI Dio. mould' 
C-ll Gear bo:tL"S 

151 Differcnlial gL-..~ 
161 Tie rod ends 
c7l Oil tue: pumps 
Oh Gauges 
191 Bralo 

I I 0) Slc:c:ring gL-ar.> 
I 111 \\'inJ shield' 

Metallurgi<-al pmJucts 

C Ii Alloy stc:c:I manulik."turing 
c ! I Aluminium alloy manufik."turing 
(3) Copper alloy manutik."turing 
C-ll Zinc alloy manufik."turing 
151 Olhcr non-ferrou.' alloy manufik.1uring 
(6) Non-forrtlU.'i alloys 
171 High prc:!i"ure hose piPL>s 
C 8 I Sc:amlc..-ss pr~-ssure piPL>s of large diameter 

Ma<·hinn·y anJ equipmelll 
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I I) Hydraulic ma\'.hinc:ry. pres.'ic:s. pumps and olhcr L"quipmc:nl 
1!1 Compuleriz~>J machinc:ry for horing and cuning. grinding and 01her purpo~ ~-quipmc:nl 
cJ; lnjL"\.1ion moulding machines 
C-ll Pres..,ure die casting machines 
(5) Tolls and hits manufac1uring 
(61 T e~;ring equipment manufac1unng 
c7> Oil exploring rigs 
181 Te'.\lilc weaving and spinning machine:~ 
191 Paper and pulp-making mCJChinc:~· 

Electrical!t•lt•c1rm1io 

I I) Capa..:i1ors 
(:!I Resislnrs 
(.\I Dctle..:tion yokes 
C-ll Cnib 
151 Picture 1uhcs 
161 Diodes 
I 71 ln1egra1eJ cir..:ui1s 
(8) Tuners 
(91 Heavy cle..:1rical eljUipmenc 

I 101 High \ollage circuit hreakers 
I 111 Tram.formers 166 Ii. V anJ aho\e) 
I I:! I Chips. silicon anJ solar energy photnrnllaic cclb 
I 01 Tungslen filamenl anJ calhoJes 
I 1-ll Cnmpres,ors 
I 151 bp;msion valves 
I 161 Overload relays 
I 171 Copper ruhing 
I IHI Condensers 
I I 1J I Thermoslals 
1:?01 Elcclro-mcdical equipment 
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C:! 1) lbdzrs. microwave and HP equipmen1 
C:!2) Gcna.uors 
1231 Compulcrs 
124) Allio bulbs 

1251 VC'Rs 
126) Video/audio heads 
(27) Video/audio ~ 

Or ht' rs 
( 1) Mini:ral exploraaion and pnll.-OSing 

B.IV INDUSTRIAL ESTA TES 

I. Industrial t'Slatt's "'"""'"all basic facilities i.t'. J"'·"l"flt'd land. po"·er. gas. MVtt'r and 
tt'lt'etHnmllllicatilHIS art' amilablt' 

Name "f inJus1rial es1a1e 

(a) Punjab· 

I. Small lndUSlrial E.sratc ., Lahore Township Scheme 
3. Small lndUSlrial E.slatc 
4. Small lndUSlrial Esrate 
5. Small lndUSlrial E.sratc 
6. Industrial E.slatc 

lb) Sind 

7. SITE. Karachi 
8. SITE. Hyderabad 
9. SITE. Kotri 

10. SITE. Sukkur 
11. Sukkur 

(c) NWFP 

12. Small Industrial Estate, Peshawar 
13. Industrial Esratc Jamrud Road. Peshawar 
14. Small Industrial Estate Mardan 

(d) Baluchistan 

Year "f 
es1ablishmnr1 

1962/63 
1963 
1963/64 
1963/64 

1968 

1947 
1950 
1962 
1963 
1964165 

1961162 
1965/66 
1974175 

15. Hub Industrial Trading Estate, Tchsil Hub Disn. La.o;bcla 1982 
16. Small Industrial E.'itatc Tchsil and Disn. Qucna 

II. Industrial estate.f where all ha.fie faci/itie.f except gas are available 

Ne1me of imlu.Hrial eJltllr 

Punjab 

I. Thal Mandi Town Bakkar 
2. Thal Mandi Town Layyah 
3. Thal Mandi Town Jauharahad 

Year of 
eJtahli.fhmenr 

195215.?> 
1952153 
1952153 



"'- Thal !\fanJi Town Saraj l\.fohaj~r 
5. Small lnJu.,rrial fa1a1c Kot Lakhpal Lahon: 
6. Small lnJu.,rrial b1a1c. G.T.RoaJ. khlum 

SinJ 

I. SITE . Ko1ri. Ko1ri Taluka 0-.aJu Dis11. 

SWFP 

I. Small ll'lliustrial E'ilalc. AhbouahaJ ., 
Small lnJusrrial E..u1e. Khalaha1 --

3. Small lnJu.'ilrial b1a1e. DJ.Khan 

"'- lnJuslrial E'ilalc Hanar. Haripur. AhhouatlaJ 

B. V IMPORTANT CONTACT POINTS 

Pos1al aJJrc~s 

Minislr). of lnJus1ries 
GO\·emment of Pakislan 
P-o1kis1an St.'\.·t. Block ·A· 
lslamatlaJ 

lnn:slmcnt Promo1ion Bureau 
KanJawala B1JilJing M.A. Jinnah RJ. 
Karachi 

Office of the Ctmtrolkr ,,f 
Capital Issues 

Go\cmment of Pakislan 
Finance Division 
blamahaJ 

Central Roan! of Relienuc 
Gon-rnmcnl of Pakistan 
Finance Division. CDA Block. 

No. I. 2. -' 
blamahaJ 

Office of rhe Chief Controller 
of lmpons anJ b.pons 

Go\·crnmcnl of Pakisr;in 
Ministry nf Conm\•·rcc 
5-Civic Centre 
lslamahaJ 

ln"c,1mcn1 A~lvisory (\:ntn: of 
P;il..isr;in 

Ground Hoor 
Stale Life Ruildin~ No. l 

f>r. Zi;mddin Ahmad Road 
Karachi 

T degraphic 
aJJress 

INDl'.STRIES 

IPEEBEE 

Fl!'\ASCE 

CEROR 

CHIEF IMPEX 

CENTINVEST 

lnvesrmenr lnformarion 1 33 

Tekphonc 
num~r 

719%8 

811%2 

827832 
X21>-J7.' 

821>-JX:! 

51.:!0Xh· xx 
511552 

1952 53 
196.' tH 

1962 

1973 7.J 
1973 7.J 
19H7.J 
1985 86 

Tde' 
nam~r 

577.J 
!\mm PK 

23137 
SCPPLY PK 

54202 
\!Fir\ PK 

>156 
CEROR PK 

25 IOI 
IACP PK 
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T elegr.iphic Telephone Tdex 
Pt1stal address address numher numher 

Pakistan Industrial Cn.-dit and PICICORP 225391-9 2710 
Investment Corpor.ition PICIC PK 

State Lik ~uilding No_ I 
Pl)st Bc.•x No. 5085 
I.I. Chundrigar Road 
Kar.ichi 

Industrial IX\·dopment Bank of INDEBA 228535-39 KR-23722 
Pakistan. Head Offo:e 

State Lik Building No. 2 
Wallaru:e Road. P.O. Box 5082 
Karachi 

National Investment Trust WETRUST 222056-59 2-1476 
6th Floor NIT PK 
National Bank Building I.I. 
Chundrigar Road 
Karachi 

Federation of Pakistan FEOCOMERC 532179-98 25370 
Chamher of Commerce and Industry FPCC&I 
Sharah~-Firdousi. Mair: Clifton 
Karachi-6 

Chamher of Commerce and lndustl} CHAMCOMIND 2:!6<WI -95 23613 
Aiwan-e-Tijarat Road KCCIPK 
P.O.Bm. No. -H58 
Karachi-:! 

lmestment Centre PAREP LONDON 071 - 235 - 20-l-l 
Emhassy of Pakistan 
.l5. Lowndes S4uare 
London SWl.X 9JN 
Unitell Kingdom 

State Bank of Paki,tan PAK MONEY 23141-50 23130 
I. I. Chundrigar Road SB PK 
Karachi 

Pakistan Banking Council BANK COUNCIL 2.l1641 2151 
8-Hahih Bank Plaza HB PK 
I. I. Chundrigar Road 
Karachi 

Export Processing Zone EXPOXONE 2197~5-6 ~5692 

Hafccz Centre .H0034-5 EPZA PK 
Sharah-c-Faisal .l30<X>5 -6 
Karachi 

The Managing l>irel·tor RANQlJITY 513610 24646 
Rankers E4uity Limited 514017 REL PK 
I st Floor 
State Life Building N1d. Dr. 
Ziauddin Ahmad Road 
Karachi 
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T degr.iphic Telephone Tdex 
Postal address address number number 

The Chairman TERM FUND 551187 238-i2 
National Devdopm:nt Finance 551977-79 NDFC PK 

Corporation 551091-92 
NSC Building ..ith Floor 5511h8 
MT Khan Road 
P.O.Box No. 509-i 
Karachi 

The Executi\·e Director INVESTFUND 820191 5-WO 
Regional Development Finance 821450 RDFC PK 

Corporation 
Ghousia Plaza. Blue Area 
P.O. Box 1893 
Islamabad 

The Managing Director PAKUWAIT 513261 243% 
Pak Kuwait Investment Co.Ltd. 513280 PKIC PK 
7th Floor 
Sheikh Sultan Trust Building 
10 Beaumont Road. GPO Box 10425 
Karachi 

The Managing Director COINVEST 512Q.J5 2439 
Pak-Libya Investment Co.Ltd 515950 PKIC PK 
Isl Floor 
Sheikh Suhan Trust Building 
10 Beaumont Road. GPO Box 10425 
Karachi 

The Chief Executive SAPICOIB 821493 5663 
Saudi Pak-Agricultural and 821494 SAPIC PK 

Industrial Company Limited 
2nd Floor. 44 East. Ali Plaza 
Blue Area 
Islamabad 

The Chairman AGRIFIN 829090-99 5618 
Agricullural Development Bank ADBP PK 

of Pakistan 
I. Faisal Avenue 
P.O.Box 1400 
ADBP Building 
Islamabad 

The Managing Director SMALBIZFIN 821639 
Small Business Finance Corporation 825823 
Na1ional Bank Building 820328 
Ground Floor. Civic Centre 825652 
P.O.Box No. 1587 
Islamabad 
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B. \'I l'.'ISTITUTIONS SUPPORTING INDUSTRY 

PaJ.:i.\ttlll flulu.\trial Cn·dit ""'/ /11n·stmt'llt Corpomti1111 IP/CJ() 

PaL.istan lndu:-.trial Cn:Ju anJ (n,·cstmcm Corporation Limill.-J 1PICIC1 was set up in 1957 a.' a scmi­
autunomous hoJy for the purp.>sc: of promoting pn,·;1tc im·cstmcnts in inJu:-.tr}. Industrial projc'-·1:-. 
''hi'-·h d,1 n''' im·oh·c foreign pri,·atc im·cstmcnl arc pn1':csSt.-J anJ finally saoctiolk.'li h) PICIC without 
rckr'-·n...-1.· to the gowrnmcnt c\o:cpt in s~-.:ifi'--J ..:a.scs. Its main fun...-tion.' arc: 

-- gi,·ing long-tenn anJ n1t.-Jium-tcm1 loans in foreign anJ it1':al ..:urrcn...-). PICIC"s a:-.sistan...-e is 
gcni:r.all) gi,·cn for acquisition of li\1.-J a.'SCI!>- anJ it Jocs not pnn·iJc loans for working ...-apital. 
It also dues not pnwidc finan...-c where a rdunJing opcr.uion is ...-omcmplatcd. 

- dir'--...-1 pani...-ipation in shares anJ in Jchcmurcs sll1':k. 

- underwriting puhli...- issut.::o. of shares anJ other sc...-uritics. 

assisting Pakistan emrcpreni:ur:-. to ohtain suitahlc foreign in,·c:-.tmcm ti.1r their enterprise:-. and 
'-·om·erscly assisting foreign im·estors to hi...-atc suitahle investment opponunitic:-. in Paki:-.tan. 

- assisting entrcpr>=ncurs in the preparation of inwstmcnt proposals anJ a...-ting as a financial adviser 
to cnt.:rprisc:s it has agre1.-J 10 finan...-c. pnwiding 1c...-hni1.·al anJ managerial advi...-c or a:-.:-.isting them 
in ohtaining su...-h aJvicc. 

PICIC' ni:gotiatcs anJ horrows foreign currcn...-y:lnans with the: approval of the: government from foreign 
agen...-ics su...-h a-. the World Bank. Asian Dc:vdnpment Bank. etc The Corporation also arranges for 
joint financing of projl.-cts with foreign finan...-ial imaitution.' such a.' the: International Finance Corpor.uion 
1 IFC1. Wa.,hington D.C.. and the: ~cthcrlanJs Finan...-ierings Maats...-happij Voor OntwikkdingslanJen 
N. V. I FMOI. The Gm.:rnmem of Pakistan also places al its disposal ncdit lines offered hy fon:ign 
...-ountrics for industrial projects in the privale sc...-tor. 

PICIC" prm iJes long- anJ mcJium-lcrm lt•ans anJ ...-reJil in foreign a-. well as local ...-urrcnq. Its 
minimum lending limit is Rs :!.5 million for rupee loans and the equivalent of Rs 1.5 million for foreign 
<·urre11q loans. rcla\ahlc lo the equivalent of Rs 0. 750 million for underdeveloped areas. Ther<· i' 
no minimum k-nJing limit for halan...-ing. modcmi1a1ion anJ rcplacemcnl of e\isting unib anJ cnlcrpriscs 
which arc e\isling PICIC dienls. 

/11dmt rial Dndopmt'llt Ba11J.: of PaJ.:i.wa11 (I /JBP J 

The lndu,1rial Devclopmenl hank of Pakislan I IDHPI 1s an 11rgan11a1ion similar 111 PICIC wi1h lhe 
main diffcren...-e 1ha1 ii provides medium- anti long-lerm ...-redil In entrepreneurs for 1he tlcw!npment 
of small and medium sited induslrial proje...-ts. The Hank. whit:h has Ileen in nisten...-e for twemy-si\ 
ye;:rs. also guarantees loans on hchalf of the g1wernmen1 and administer' the equily pani...-ipalion fund. 
whit.it provides equil} suppon lo induslrial pro1c.:ts hclonging lo the untlcrdevclopcd areas of the .:ountry 
anti extends linan...-ial as,istan...-e hi small-sited projel"ls. in ...-nllahor;ition with 11-..: Small Industries 
Corporation set up in the provin...-e. hnant:ial assislan...-e i' also provided for lhe halan...-mg. 1111i..lcrni1a1ion 

;md npansion of exisling units. 

ll>HP provi1k~. loans 111 indu,lrie' holh in forei!!n e\o:h;tn!!e Jnd lt11.·al n1rrrn...-y. Thl· Hanl !!ranls lo;in, 

within 1he lollowin!! ma:\imum limits: 

fil lnd11,1ri.tl l·orpora1ion nol 
in...-orporalell under C'o•npanie' Al"I. 19 U 

lh I.~ n11lli1m wi1h foreign 
e\o:hanl!e ...-omponl'nl nol 

\~"l'l''hnj! Rs I million 

•111llion holh for forl'i!!n 
C\l ... 1111!1.' and lo...-al ...-urrenl·ies 



Investment Information 137 

The ab..l\·e limits do not apply to mining. cotton. inland lran.,ptm and such other industry a..' the FeJaal 
Gowmment ma) Jir~-c:t the Rank to tinan,:c beytmJ that limit. or to any con.:ern in any other inJustl) 
which the F~'~kr.il Government. either on its own ini1ia1iw or on the r·xommcnJations of the IDBP 
Board. may exc:mpt from the: limit. 

&1111.:er ·s Equity Limitetl (BEL) 

BEL was cstat.lisheJ in 1979 to meet the Jive:~ re4uircments of !he industrial financing n~"t:Jed to 
promote and accelerate industrial development in the pri,·ate >;(.'\."tor. The financing oper.11ions of the 
B.mkcrs ElJuity Limited have three dislinct l"eaturcs. First. it provides financial assistance 10 largc­
and llk.'rlium-size industries· projects and docs not accept applil:ations for financial assistance: for initial 
finance falling below Rs 2.5 million. Second. it provides finam:ial assistance under an arrangement 
of a single package deal as again.'il the multiple system of pmjn"t financing being follo\h.'d in the Clluntl)·. 
Third. ii provides financial a'lsistance purc1y on a profit- and loss-sharing basis within the fram1:work 
of the Islamic financial system being developed in the coun!ry. Bankers ElJUity is generally tkxiblc 
in the terms and conditions of its financing and its business operations arc solely conducted on the 
ba'lis of the commercial and economic viability of the projects seeking a..'sistance. The types of financial 
assistance being provided by the Bankers E'Juity Limited indud~ dir..:ct financing through cquity 
subscription in the natu~e of co-sponsors· elJuity and underwriting of public issues of sh:ires. and term 
financing under profit- and loss-sharing arrangements in the form of purchase of Panicipation Term 
Ccnific.::ttcs tPTCsl. loans for purchase of local machinery aod foreign currency loa1s and guarantees. 
Bankers Equity Limited. being the first registered Modaraba Company in the country. also makes 
arrangements for financing through lloatation of Modarabas. a newly introduced concepl of Islamic 
finance. 

National De,·elopment Fina11ce Corporation (NDFC) 

The major objective of NDFC is to promote industrial expan: , and economic growth in the count!)· 
by providing financial and technical assistance. both in foreign currency and local currency. for the 
establishment of new enterprises as well as for the balancing. modernization and expansion of existing 
projects in the public and private ~'Ctors. It also finances the \'o ~.rking capital re4uirements of proje1:1s. 
All financial assistance by NDFC is provided to limited companies. Existing proprietorship and 
pannership concerns can also apply for financial assistan,·e. However. before funds arc dishurscd. 
they will have to form limited companies. 

l\DFC is !'lrcscntly involved in all the major sectors such as sugar. cement. energy. engincerin!_!. 
transpon. mining. ghce. food. poultry. hotels. health services. etc.:. NDFC can finance all types of 
industrial projects. 

The foreign currency funds arc generally provided hy NDFC at the interest rate of 14 per c.:cnt with 
repayment periods ranging between 5 and 10 years. NDFC also provides local currency long-term 
financing on a non-interest basis in line with State Bank of Pakistan instruc.:tions. The modes presently 
ad.'lpted arc :ease and m<1rk-up at agreed amounts on a monthly basis. Mark-up is hascd on purc.:hasc 
of assets for the project hy NDFC and resale of these to the borrower at mark-up. Local fahricatcd 
machinery (LFM> needs of a projt"ct arc also financed under mark-up arrangements. in accordance 
with the State Bank of Pakistan·s instructions. The profit rates charged hy NDFC and other charges 
and fees levied arc almost the same as those charged hy the other financial institutions. 

Disbursements arc made against foreign currency and supplit"rs · credit facili1ics through the opening 
of Leners of (rcdit (L/Cs). The foreign currency L!Cs arc opened against financing from bil;1tcral 
and multilateral foreign currency resourc<.s wi1h NDFC. The local rnrrcncy L/Cs arc opened against 
finances approved hy the State Bank of Pakistan for local m;inufactured machinery. 

For viahlc prorccts. NOFC may finance.: up lo 60 per cent of the total project cost. The balance of 
40 per cent is required to be met hy project sponsors and/or the general public as lhe c.:ase may be. 
NflF( .. s financial assistance is generally secured against lirsl charge on the proje,·t assets. 
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Regim;af iJndopmenr Final/ff Corporafion IRDFCJ 

The gowmmcnt in !985 ~t up the Rcgi1mal Dcvdopmcnl Finance Corporalion in 19X5 which i, j11intl} 
owned hy NDFC. 1h..: na1ionali1..:d h;•rib and IDBP. Th.: 01rpora1ion promoh:.., im..:,tm..:nt i:l 1hc i...,, 
developed areas of Pakis1an. namely NWFP. Baluchistan. A1aJ Kashmir Stale of Janunu anJ Ka ... hmir. 
lhe northern area ... and su..-h 01hcr area' a' may he dcdarcd hy the Federal Gmcrmncnt h} n:1tifo.:ati11n 
in the otfo:ial Gatcttc a' 1e ... s dc,·dopt.-J area .... It, major ohj1:ctivc, arc ti 1 idcntilication of commercially 
\iahle iml''tmcnt opportunitic' in le" de\dopcd area': fiil preparation-; of li:a ... ihilit} ... tudic': tiiil 
pr•'' iding linan..-ial 'upport li1r new proiccl' or c'pansion anJ halam:ing. modcmit.ation a:ld rcpla..-cmcm 
t B!\tK.1 of c'isting unit..: 'iv) hica!ing new inwstors: and f v) providing support to 1hc mining ... ccior. 
RDFc·, primar} aim " promotion of l·ommcrl·ially viahle projc..-i.... In accepting projcl·ls of 
L·nmmcrcially viahle projects for as ... i ... 1a1Kc. it l'O!l,iJcrs not onl) 1hc credit ... tanJing .,f hornh\·cr... 
and commercial prolitahility of project... hut abo their rdcvanl·c h• the national cl·onomy a' well a' 
their impacl on the 1e,~ developed area' of Paki ... 1an. The entrepreneur i.., free to apply for linancial 
a"islancc for indu,tric' specified in the Industrial lmc ... uncnt Schedule of any other indu,lr) permitted 
ll} the Govcmmcm from time 10 time. 

f\'arional /m·es/1111•111 Tnut (N/TJ 

National Imc ... 1m.:n• f Unitl Trust. the onl~ Mutual Fund in Paki ... tan. wa' e'tahli,lt.:d in Non:mher 
196::! unJer G.l\c:;nncnl auspices for the mohilizatinn of ... aving' for investment in the corporate ... cctor 
in order to hroadh;;,e ii.. holding_ It mohilitc.., fund' hy ,ale of Unih through ii.. own oflil·c, and 
commer•:ial hanks ... prcad !hroughout the coumry. The income from the imcstmcnts i' di,1rihu1ed to 

1he Uni! holder' annually on a prorate ha'i'. 

/m·nrm1·111 Cnrporation of Pakistan (/CP) 

The Ime ... unenl Corporal ion of Paki ... tan i.., a ... 1a1u1ory hody e ... tahfi,hcd h) the Government 10 hroaden 
the hasc of c4ui1y imc..,tmcnt and to expand opportunities of prolitahlc imc ... tmenl in companic' ,hared 
h) !he middle da ....... The Corporation play ... the role of invc ... tmcnt hank for the dcvdopmenl of a capital 
market in Pakistan. It underwrite' nC\\ i ...... ucs of puhlic limited companies for the purpme of 
._...,1;1hli,hmcnt new pnijcci.... BMR of cx1 ... ting projcch or augmenting their working capital rc4uircmcnh. 
ICP arrange' undcrn riling con ... ortia of hank.. and financial insti1u1ion' for prm·iding rupee loan,_ 
Future financing hy the Corporation will he in the form of Participation T crm Ccrtificalc,. ICP abo 
open' and maintain' im·c,tor' · account' on a profit'lo ...... -,h;iring ha,i .... UnJcr the ne\\ ... ...-heme. the 
Corpora1ion allows it.. account-holder' to receive 60 per cent of the profi! earned on join! cquil) 
iml,llllcnt whcn.:a' 40 per cent of 1hc profil will he the share of the Corporation. In the cvcnl of 
Im .... 1hc po~ilion i.., rcvcr~ed. The major share. i.e. 60 per cent of 1hc Ins' will he horn.: hy the 
Corpor;1tion and only 40 per cent hy the ;u:coun1-hollkr .... The Corporalion abo provide~ invc,1111cn1 

coun'd 111 !he im·c,111". 

IC!' al'o manage' do,eJ-end Mu!ual Fumb. with a 'iew to offering the hcncfit of pookJ invc,tmcnt 
to tho'c who lack the prok"ional 'kill to manage their own portfolio. hillowing blamitation of the 
economy in the country. the operation' of l<'P Mutual h1mb have hecn made free from the clement 

of inrcre't. 

Co111111t•rcial hanking struc111rc· 

There i' a well organitcd hanking 'Y'tem in Pakislan. comprising 1hc ~talc Rank of Pakislan fth..: 
l'l'n!ral hank of the country). rnnun..:rcial hanb. 'PCl'ialitcd hanb and fin;mcial institution' and l"O­

opcrative hank,. The State Rank of Paki,tan excrl'isn conrrol ;ind regulalc' the activilic' of ~chcdulcd 
hank' Ill pur ... uancc of 1hc rcsponsihilily a"igr1ed to it under it' Charier. The l·onunereial hank' now 
abo con,1i1111e lhe most important 'ourcc of in,tilu!ional credit in the economy. Reing !he country·, 
large'I depmit in,tillllions and th.: main 'ourcl' of shor!· and m..:dium-term credit. !lll'y form !he h..:ar! 

of !he finanl'ial ~rtem. 



Investment Information 139 

Efk'\:tivc fwm b.t January 197-'. Pakistan runks wen: nalionalizcd urider 1he Bank 1Na1ionaliza1ionl 
Acl l'i1-'. As J resuh. the Paki,..tan cmnmercial banks were re-groupt.'li into fi\·c banks as follows: 

I. Alli1.'\l Bank of Pakistan 
"' Hahih Bank Lid. 
3. Mu:-.hm Commercial Bank Ltd . 
..J. Na1ional Bank of Pakislan 
5. United Bank Ltd. 

These hanks function under the ovcrJll management and guidance of the Pakistan B:mking Council. 

At prc:;ent the fi.1llowing foreign hanb arc also operating m Pakistan: 

I. Bank of America 
"' Bank of Tokyo 
3. Chartered Bank 

-'· European Asian Bank 
5. Citibank 
6. General B;;nk of Netherlands 
7. Grindlays Bank Ltd. 
8. Rupali Bank 
9. Bank of Credit and Commercial International (Qvcrseas)Ltd. 

IO. Bank of Oman Ltd. 
11. Banque de rlndo~:hine ct Jc Suez 1Franccl 
I:!. Duhai Bank Lid. 
13. Middle East Bank L1J. 
1-'. Union Bank of Middle East Lid. 
15. American Express International Banking Corporation 

ltn-t·.~tmt'lll Acfri.wry Ct'lllrt' of Pakistan 

Investment Advisory Centre of Pakislan llACP). a leading indu•trial and management rnnsult;mcy 
organizalion. was cstahlished hy the Government of Pakislan in 1963 with the aim of contributing 
to the successful n:alization of various schemes hy public and private agencies and entrepreneurs. 
Its scope of operations encompasses activities relating to identification of industries. preparalions cf 
fcasibili1ies. arrangcmenl of finances. management services. etc. Over the years it has broadened ils 
activities and now has hccome an organizalion of international repute. It has acquired experience in 
undertaking research on planning. construction. supervision and operational management in many 
industrial fields both in Pakistan and abroad. It has a distinct honour of serving European. Asian. 
Middle Eastern and African countries besides prominent international agencies. The studies conducted 
for domestic and overseas dients have hcen widely acclaimed at home and abroad as a work of high 
professionalism. 

IACP has highly experienced and qualified professionals from the disciplines of industrial. chemical 
and mechanical engineering. textiles. agriculture. economics. statistics. marketing. management. 
finance. operations research. etc. It has one of the finest information retrieval services. The Head 
Office i" located al Karachi with zonal offices in the cities of Gilgit. Lahore. Mirpur (Azad Kashmir>. 
Peshawar. Quella and Sukkur in addition 10 a Liaison Office al lslamab~d. 

This organi1a1ion has also served over 20 foreign countries in planning and formulation of industrial 
studies. They re1,?Ularly prepare Portfolios of Investment Briefs on a numhcr of industries such as 
agro-based industries. textiles. leather. chemicals. engineering. electrical. electronics. non-metallic 
minerals and service industries. The Briefs can he obtained at a nominal cost from the office of IACP 
al Stale Life Buildi"g No. 3. Dr. Zia·ud·Din Ahmad Road. Karachi. 

The organi1a1ion of the IACP is fully equipped with all necessary expertise lo prepare bankahlc studies 
on all industrial sectors. Su1.·h "IUdics can he prepared on specific request from clients. 



140 Investment Information 

The areas in which IACP is playing a definite role are: 

Economic sectors 

Manufacturing 
Services. tr.mspon and communication 
Petroleum. r..:finery/oil and ga.o; 
Chemicals/pharmaceuticals 
Expon markets development 
Agro-based industries 

Research applications 

Pre-investment and feasibility studies 
Socio-ecooomic/benchmark/market development surveys 
Management control and manpower planning systems analysis 
Project appraisal and technical evaluation 
Improvement of technologies/capacities 
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ANNEX C. TOP 75 COMPANIES RANKED ACCORDING TO NET WORTH. 1988 
I Million of rul"X"l 

I. P:ikislan llllem•llioml Airlino Corpor.llion 

, 
Kar;11.ili Ela."tri.: Suppl~ Corpor.lli<;n 

3. "ui G;as Tr.msmissi<m Compan~ Limi1al 

-1. P:ik isliln Sute Oil Ltd. 

5. Pali..;un Oilfield..; Ltd. 

6. Sui N. Gas Pipdino Ltd. 

1. National Refinery Ltd. 

8. ICI Pakisun Manuf;11.-.ur.:s Limited 

9. P:ikisliln Tobacco Compan~ Limited 

IO. Glaxo Llboratories 1Pllisliln1 Limited 

11. L:ver Brothers P:iki,,tan Limit .. -d 

12. Pak Suzuki Mo1ors c,,mp;any Limited 

13. Pakisliln Burmah Shell Limited 

1-1. Bata Pakis1an Limited 

15. Packages L1mit .. -d 

16. Chera: Cement Comp;any Limiteu 

17. Dawood Hercules Chemicals Limital 

18. Nishat Mills Limital 

19. Southern Ga.\ Comp;any Limited 

20. Crescent Tex1ile Mills Limited 

21. Exxon Chemical Pakistan Limited 

22. Ashestos Cement Industries Limiteci 

23. Millat Tractors Limited 

24. Premier Sugar Mills and Dist. Company Limited 

25. Sapphire Te1ltile Mills Limited 

26. Zeal Pak Cement Factory Limited 

27. Al-Noor Sugar Mill~ Limited 

211. Pakistan Insurance Company Limited 

29. Dewan Te1ltilc Mills l.imi1ed 

JO. Crescent Jute Products Limned 

.l I. AdamJee lnsura~e Company l.1m11cd 

~in 

1987 

_l 

6 

7 

II 

10 

21 

1-1 

II 

:J 

12 

16 

Ill 

39 

17 

26 

15 

19 

20 

22 

27 

23 

25 

.16 

40 

~kt ~ orth 
in 1988 

6.%7.61 

97-1.15 

912.% 

1187.6-1 

706.39 

706.07 

631.87 

-181.68 

392.60 

376.35 

350.60 

31-1.39 

309.09 

287.65 

242.25 

242.23 

241.(}.J 

23-1.65 

229.38 

225.M 

225.08 

215.116 

193.40 

191.51 

110.117 

174.1.l 

17127 

165.14 
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xri;al Ranl in !l'<."l •·onh 
numti.:r N;un.: 1987 in 19MS 

32. Habil'i Sugar Mill'> Limi1cJ JO 157.87 

33. G\lliSlm Te,lile Mills Limi1cJ 45 156.06 

34. &...-any Sugar Mills LimitcJ 29 156.01 

35. !'.lilkpak Limit<.-d 1-'9.80 

36. W clkome P;a~ istan LimitcJ 37 l.i3.12 

37. MuSlekham CClll<.'llt LimitcJ 35 1-'2.16 

38. Plli.'i!m P:lp!l"S3\:k C orptration 58 
'"' 1.8"' 

39. Shakart:anj Mills Limited 32 140.29 

40. f;aran Sugar Mills LimitcJ 
,., 

140.67 

.ii. Da...-ood Comm Mills LimitcJ 38 l.UL21 

.i2. Rath.an Maize Prodlk.'IS Company Limit<.-d 33 140.01 

.i3. Javcd;an Cement Limited J.i 136.89 

.i.i_ Oe•·an Sugar II.tills Limik-d "'6 135.57 

.is. Pakistan Scn·iccs Limited 51 133.8.i 

"'6. Cr .. -s.:ent Sugar Mills and Distillery Limi1ed 132.2.i 

.i1_ Kohinoor Industries Limned 128.66 

.is National Devdopmc:nl Leasing Corporation 128.36 

.i9. Kohinoor Te"ile Mills Limit<. ... 128.IO 

50. Reckin and Colman 1Pakis1an) Limited 53 127.79 

51. Mehran Sugar Mills Limited .i I 127.55 

52. Premier Tobacco Industries Limited .i2 126.54 

SJ. Shahmurad Sugar Mills Limited .i3 125.99 

5.i. Metropolitan Steel Corporation Ltd. 59 125.13 

55. /.ahoor Te:ii.1ile Mills Limited 122.-'7 

56. Huffa1 Seamles~ Pipe Industries Ltd. 49 120.15 

57. Mohammad Faro•-.q Textile Mills Ltd. 60 119.37 

58. Philips Ele1:1rical Industries of Pakisran LimilcJ 55 119.00 

59. Burewala Te:ii.1ile Mills Limited 118.31 

60. Siemens IPdl..i~lan) F.ngineerin11 Co.Ltd. 115.67 

61. Central Comm Mills 115.30 

62. Ravi Rayon Limned 47 114.53 

6.l. f,ual Cloth Mill'> Limited 111.91 

64. Hinopak 111.73 
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&rial Ranl. in N""I '••onh 

number !'liamc: 1987 in 1988 

65. li ni1c:J Sugar Mills Limi1.:d 111.18 

66. Lal.son Tota-co Company Limil.:d 50 111.17 

67. P..mgrio Sugar Mills Limi1.:d .is 109. lo 

68. &n·a-es Palislan limi1.:d I07.65 

69. SinJabdgar Sugar Mills Limi1c:J 56 107.01 

70. Gharibwal Cemc:nl Limi1c:J 105.63 

71. Abbolt Labor.t1ories 1Palis1an1 Limi1c:J 57 lo.JAi 

n. Brool.e BonJ Palislan Limi1.:d 102.-'3 

73. Gui Ahmed T ex1ile Mills Limi1.:d 102.19 

R Fa1eh Tex1ik Mills Limi1ed 98.51 

75. Wyelh Labora1ories IPvtl Limil.:d 98.-'8 

Soura•: Economic Re,-;e ... ·• ·Top 75 companies· I Seplember. 1989). 
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INDUSTRIAL MAP OF PAKISTAN 

Pakistan"s WA share of seven ma,or 1ndustnes (19n and 1985) 

Absolute value 
(bllhons of Rupees) 
of regional gross manufactunng output 
Unshaded lac. :>ry 

NFWP chimney to scale. 
tl.2 

J . ~; = Not available 
'--../ 

Sind 
cl4.7 

--eJ 

---1 

Others 

• Maior lndustnal Estates Seven maior mdustnes 

Percentage contnbut1on to total national 
gross manulactunng output by region 
(1984185) 

Food prOCluCts 

Chemicals 
(incl.lstrial and others) 

Iron and steel 

< 10% 

10-30% 

30·50% 

>50% 
The blJl,ndw~ wtd "..,,.., ·.~ 1)11 M ""'P dn "Of"""" ol'oll ......,'-"'.,,' 
or~ltrp,.i.Jlo·Ald,.olllOftl'l"Wfud'l.tl~~'"""" 

Textiles 

Petroleum refining 

Machinery 
(Eleclncal and 
non·elecincal) 

Transport equipment 

May 1990 
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