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CHAPTER 1
REVIEW OF 1974-75

The Annual Plan for 1974-75 aimed at achieving a sizeable increase in agricultural and industrial produc-

' tion. Imcreased production was to be a major element in slowing down the rate of inflation, while accelera-

ting the pace o! investment. Major targets of the Annual Plan involved an increase of 8.2% in value-added

* in major agricultural crops and 107 in large scale industry, resulting in a growth of 7.2 %] in G.N.P. in constant

rices. Exports were projected to increase by 40.89 to $ 1450 million. The export growth was necessary
to fill part gf the gap pan‘cicipated as a result of a ste(:ep rise in imports by 57.19% to $ 2200 million. Public

Sector development outlay was projected at Rs. 8500 million to be financed by Rs. 2930 million of domestic
savings and Rs. 5570 million of foreign assistance. No quantitative assessment was made regarding the
5 impact of the realization of above targets on the inflationary situation. However, it was anticipated that with

the increased domestic production, larger inflow of imports of essential goods and a strong anti-inflationary
fiscal and monetary policy, it would be possible to bring the inflationary pressures under control.

1.2 The Annual Plan was based on the assumption of normal weather conditions and average water flow
in the river system. Partial availability of Tarbzla water for Rabn' season was also assumed. The serious
Sﬁortage of water which developed later was of a magnitude which could not have been foreseen. The
v;at'trr flow in the river system was the lowest on record and 33 per cent below the mean level for the last 30
year‘-as’ indicated in Table below :—

TagLe |

RIM Stations Discharges

Mean Actual  Percentage
1940—73 1974 variations
(April to (1-4-1974 to
February) 28-2-1975)

" Inc'us ahove Kalabagh .. .. . .. . . .. 89.53 59.73 —33
]heilz’m above Mangla . .. .o .o . .. . 20.69 14.66 —29
Cherab above Maraia .. .o .o 0 . .. .. 24.96 16.85 —32

. L Total .. 135.18 91.24 -—33
PR e

Tavoela completion was delayed due to technical difficulties which rendered it necessary to carry out’
extensive repairs and to undertake additional civil works.

1.3 While the internationa! price situation was characterised by rampant inflation and rising prices of im-
orted goods, the signs of recession had become manifest in industrial countries at the beginning 0f 1974-75. The
itensity of recession was, however, not predictable. Nor could the selective nature of recession be foreseen
which affected raw material prices (and hence the prices of Pakistan’s qxports_) more than the prices of manu-
factured goods specially machinery. While some adverse movement in Pakistan’s terms of trade was impli-
¢it in balance of payments projections, the actual magnitude of the impact of adverse change in international
price structure on Pakistan’s economy was much more severe. The terms of trade which had declined by
5 per cent between 1970-71 and 1973-74, fell by as much as 20 per cent in 1974-75 alone. The monetary
value of the loss due to adverse movement in the terms of trade has been valued at $ 800 to 900 million or roug-
hly 8 pzr cent of G.N.P. on the basis of differences in the prices between 1970-71 and 1974-75. OF this 80
per cznt was on account of changes in terms of trade during 1974-75 alone.

1.4 The combined effect of national and international developments was to alter the plan magnitudes
seriously. There was considerable shortfall in growth targets with severe impact on balance of payments, and
domestic resource availability. Strenuous efforts were made to protect the investment programme included
in the Annual Plan. It was realized that direct investments in agriculture and water sectors to increase food
production, as well as investment in production capacity for fertilizer and in the critical sector of energy
acquired added sigaificance and much greater urgency due to international price changes. The only way
out for the economy from the terrible squeeze expenen_ced during tpe year was to move towards self-reliance
in food, fertilizer, energy and basic industries. The implementation of the investment programme was thus
crucial for the longer-term solution of the immediate problems. In fact, allocations had to be increased in
certain areas to protect physical targets or accelerate the pace of implementation. Thus despite severe res-
ource constrainst in public sector 22 per cent larger investment was achieved in monetary terms. The real
investment in the public, semi-public and private sectors was roughly in line with the original
targets. Thus it appears that while immediate production targets were not achieved during 1974-75, invest-
ment level was protected to strengthen the future prospects of the economy.



1.5 The investment level could be maintained primarily with the help of larger external borri
was unavoidable as an immediate response to the sudden and sharp increase in the balance of payments” ";
It was, however, still necessary to make major additional effort to raise domestic resources. Increasesg J,Pr;
import duties, gas and energy charges and reduction in subsidy bill through an adjustment in the reguiated
prices of certain essential items were adopted to protect the fiscal position of the Government. The price
changes affected the cost of living and was sought to be absorbed in compensating increases in wage 1§,e-g
At the same time monetary and fiscal policies were tightened to bring about a better balance between monae:
tary demand and availabilities thus avoiding creation of additional inflationary pressures. These measures
paved the way for a more balanced fiscal position in 1975-76, while in 1974-75, public savings remained nega-

tive.

'

Agricultural Preduction
¥

1.6 Agricultural production suffered from a shortage of water, delayed rains in the barani a

mishap at Ta;_bg:la. The water shortage also affected the power situatig’n and thus the operax;ionr zaff)tgggvf:ﬁ
Is. Water being the key element in agriculture also determined the use of chemical fertilizers. With the
uncertainty regarding the response of the crop to reduced water availability, farmer’s demand for fertilizer
shrank considerably despite measures to encourage extended use of fertilizers by provision of credit and short
period reduction in prices. ‘The fertilizer use was 425 thousand nutrient tons against the target of 600 thous- ¢
and putrient tons. ‘The_fertlllzer congumption for first ten months July 1974/April 1975 was below the level of
corresponding period in the preceding year. During the last iwo months, there was a substantial increa

as farmers prepared for larger kharif sowing in 1975-76 with improved water flow in the irrigation syste ﬁ;se

1.7 Production of major crops showed a decline of 5 per cent* in 1974-75. The decline i oduct’
recorded in all major crops as indicated in the table bzlow. ne in production was

TasLE I

Major Crop Producticin 1973-74, 1974-15

- . 1974-75 )
Unit 1973-74 -
Revised;
Target Estim ates
Wheat Thousand tons .. .. .- . i . .. 1,508 8,500 Tae
2
Rice 2 ~ 2,416 2,800 2,277
Sugarcane 2 o - 23,533 23,500 22,000
3,704 4,500 3,567

Cotton Thousand bales

Industrial Production

1.8 Inlargescaleindustry, a growth rate of 10 per cent was provided forin the Annual Plan for 1974-75
While production in certain important industries has increased substantially, as compared to 1973-74 there
have also been significant shorfalls in the case of many industries. The revised estimate of growth in lar:ge scale
industrial production during 1974-75 is tentatively placed at 3 per cent. The adverse factors affecting indus-
trial production have been mainly two. Firstly, the recession in export demand for cotton yarn as mentioned
earlier was deeper than anticipated. Secondly, the production of sugar was substantially lower because

of the decline in output of sugarcane.

1.9 Production of vegetable ghee, cement and fertilizer have shown substantial growth. The
output of vegetable ghee is estimated to have increased by 24 per cent, cement by 21 per cent and fertifizer b
10 per cent. Outputs of cotton yarn and cloth, art silk and sugar have, however, declined. The estimateg
output of each major industrial product is shown in Annexure L. w

Growth iz G.D.P.

1.10 Large-scale manufacturing and major crops in agriculture which together have more than 3
weight of the total of all sectors of the economy contributed negative growth to gross national ;?od?lgcertfgilﬁ ?
individual growth rates being 3 per cent and (—) 5 per cent respectively. According to preliminary estimates
the overall G.D.P. growth for 1974-75 works out as 2.6 per cent against the target of 7.2 per cent The
sectoral performance and targets are shown in Table below. )

#Later figures indicated a smialler shortfall.
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TabrLg IIT

G.D.P. By Major Econoric Sectors
Sectoral growth rates : (%)

1974-75
Targets Achjevements

A. Commodity Sectors. . e .. .. 6.7 (—0.4
1. Agriculture .. .. . .. e .. .. . .. 6.0 2.0
(2) Major Crops . . . b, .. e . .. (8.2 = 6.1
(b) Oihers .. .. .. } .. .. .. (2.9 2.4
2. Manufacturing .. .. .. Ve } e .. .. .o .. 8.5 3.0
(a) Large Scalc .. .. .. .. .. (10.0) 3.0
(b) Small Scale - .. .. .. .. .. .. .. 2.9 (3.0)
B. Services Sectors o ‘e .e e .o .o e .o .o 7.7 3.8
3. Consiruction .. oo .o . .o e . .. o 120 15.0
4, Trade and Transport o oo oo ; .. .o e .o . io.o - 1-;
5. Others oo oo .o .o | .o .o - .o .. 5.1 6.5
! Total G.D.P. (A+B) .. 7.2 2.6

I

ceni, per capita income in real terms declined inithe year undcr review as againsi ths taiget of about 4 ner
- A
cent imcreasc.

I
FID Asa rewlt of the G.D.P. growth of 2.6 per cent and the population increase of arcund 3 per

|
Cousemption i

1.12 Reduced agriculiural and indusirial production had the effect on reducing per capita availability of
essential goods of mass consumption much below the targets. Imports helped in maintaining availability of
esseniials as wheat and whea! flour, vegetable ghee and cloth, while availability of some of the comimc-
dities like rice and sugar declined. In fact, there would have been significant declines in practically all import-
ant jiems of mass consumption, had there been ' no imports of wheat, edible cil and cther essentials in
sizeable quantitics.

1.13 The per capita availability of all seven essential items covered in the Arnual Plan which together
constitute about 36 per cent of the consumption expenditure of the income groups ranging between
Rs. 250-300 per month, indicated viitually no change in 1974-75. A detzailed discuesion of per capita avail-
abilities different items is given in the Chapter 10 Consumption aind Nutriiion Planning.

Balance of Paymenis

1.14 Exirernely low grewtn in the national output and the werld recession referred 1o in the carlier para-
graphs Liad dirset impact s in the case of most of the non-oil exporting couniries in terms of widening
balance of payments gap io a much iarger extent than was projzcted at the time of formu ating the Annual
Plaii.  Reccasicn in the major industrial nations affected not oaly the prices but also the Isvel of demand for
Pakisian’s exports.  Shertage in demestic production of such sssentials as wheat and cutton seed necessi-
tated imports of these commodities, Quantum exports of yarn and cloih declined subsiantially. In the case
of rice price remained high, though quaniity exported was lsss. Diversificatica in the country’s export
howaver, has helped miscellanecus catogories of exports (excluding coiton and cotton-based experts, rice, fish
and leather) to increase at the rate of 10 per cent during the year. A more detailed account of the
perfermance cf country’s balance cf payment is given in Chapter—9 Balance of Payments,

1.15 Price escalaticn to the extent of 22 per cent was perhaps the most painful manifestaticn of iie
strains and stresses borne by the economy during 1974-75. Inflationary tendencies which developed in the
early 1970’s reached the peak in 1973-74 when the price increase was of the order of 30 per cent.  Prics esca-
lation in 1974-75 was slightly less and showed signs of slowing down towards the end of the year under review.

3



Savings and Investment

1.16 Despite the various pressures listed above, one major positive achievement of the economy during
the year under review was an increase in the level of investment. Total fixed investment as a proportica of
G.D.P. is estimated to be about 17.4 per cent as againsi the Annual Plan target of 16.9 per cent for 1974-75.
In other words, overall investment which had declined sharply during the last few years and was as low as
13 per cent of G.D.P. in 1972-73 has regained the 1969-70 level which is considered as a year of normal invest-
ment activity. Major factors influencing investment recently have been the following :—

(@) Dsspite the resource constraiats in view of the poor performance of the economy in terms of agii-
cultural and industrial production, substantial increases in the public sector developmant expzudi-
tures were achieved during 1973-74 and 1974-75. In monetary terms, the size of ADP imple-
mented in 1973-74 was about 429 higher than in 1972-73 and implementation of 1974-75 AD?P was
about 77 per cent higher than the preceding year.

(b) Private invesiment in ail major sectors of the economy with the exception of large-scale manufac-
turing has been increasing repidly in recent years. Increases in these sectors are it money ievms
but inese are large enough to absorb the price effect and still leave significant growth in real invest-
ment. This is particularly true of sectors like agriculture, road transport, housing and small indus-
(rics. Investment in these seciors was facilitated by appropiiate government policies and incentives
especially by way of angmenting credit availability, providing foreign exchange for the specific pur-
pose of import of investment goods like tractors and trucks for these sectors. Gradual recovery even
in industrial investment as & consequence of the measures taken by the governmeni ihrouxh iis
1974-75 budget is indicated by the latest estimates of investment. in fact, a mors gencuing znd
sound basis for regulating private investment in all major sectors is developing and the preseni siate
of revival in total private investment is expected to be further strengthened after the world recsssion

has passed.

1.17 Tt would, however, be observed that despite the efforts of the government at mobilizing resourcas for
investment pariicularly in the non-industrial private sectors through policies referred to in the preceding pata-
graph, extraordinary events of the year under review, nscessitated a substantial proportion of total in.esi-
ment to be financed through foreign aid/loans as under @

(Million Rugpees)
1973-74 1974-75
Actual Targets (Estimate)
Private Investment 4577 6450 5800
Public/Semi Public Investment 6900 8930 11650
Total Fixed Invesiment 11477 15380 17450
Change in Stocks 1000 500 2600
Total Investment . .- e o . . .. . 12477 15880 19450
Net Foreign Resources Inflow .. 5465 7000 12200
Domestic Savings .. oo . . .o 7012 8880 7250

1.18 To sum up, in spite of the difficult ecconomic situation, development momentum during 1974-75 has
been preserved.  Total investment in current prices is estimated to be about 22 per cent higher than ths plan
target and 56 per cent higher than the achieved investment in 1973-74. In constant prices, fixed invesiment
is approximately 10 per cent higher than in the preceding year. Savings did not however, increase in line
with investment. A higher proportion of domestic investment was therefore, financed by foreign aid inflow
and loans. Policies were adjusted during the year to intensify saving efforts both in public and private
sectors. As produgtion recovers from the abnormal set back of 1974-75 and increased invesiment undertaken
during 1973-74 and 1974-75 adds to the overall production capacity, it would be possible to increase domestic

savings with the help of higher growth rates which are in sights.
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ANNEXURE I

INDUSTRIAL PRODUCTION: SELECTED PRODUCTS 1973-74 & 1974-75

1973-74  1974-75 Percentage
Item Unit (estimated) Changes
Cotion yarn Million lbs. . 836 800 —4.3
N 2, Cotton cloth Million yds. . 708 680 -—4.0
(Mill sector only)

3. Vegetable ghes ° 000 ° tons oo 221 275 24.4

4, Cigarettes ¢ 000 * million .. . 27 27 —
5. Sugar ° 000 * tons . 585 490 —16.4
6. Cement ¢ 000 * tons oo oo 2,732 3,310 21.2
7. M.S. Products €000°ions .. oo 214 202 —5.6
8. [Fertilizers ¢ 000 * nutrient tons oo 283 310 2.5
9 Cotion ginning and pressing *© 000 * bales . oo 3,704 3,567 —3.7

10. Artsikk €000 ° yds. 9,499 8,403 —11.5
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CHAPTER 2
MACRO-ECONOMIC FRAMEWORK

yed abnormal characteristics which have important
bearing on the projections for 1975-76. Two features of the economic review of the previous chapter will
serve as useful points of departure. As narrated there, bad weather and world recession depressed production
and exports; second, investmeiit levels continued to climb as the project porifolio put together in the last three

years matured into the implemsntation stage.

Econcmic performance during 1974-75 displa

2.2. The salient features of the Annual Plan for 1975-76 are related to these aspects. First, as the world
recovers from recession and avzilability of irrigation water assumes normalcy, production and exports should
surge and household consumption register significant gains. Second, investment will rise appreciably with
implementation of major ongeing projects accelerating to a possible plateau in 1976-77.  Another favourable
develepment is that the drop in Import prices, together with large stocks of a few major imports, will enable

Pakistan to accommgdate large imporis of capital goods within a total import bill which is projected to be only

slightily more than last year’s.

2.3. Although a resurgence of economic activity is being forcast and the terms of trade projected to improve,
econvmic management will not be easy. In particular, the balance of payments will contimue under severe

.pressure and domestic resources for development will remain relatively poor. The continued pressure on

the balance of payments and budgetary resources conceals the basic improvement during 1975-76 to the extent
that & significant part of the problem arises from the repayment of short-term wheat credit contracted during

the preceding year.

Agricultural Production

2.4. The Annual Plan for 1974-75 was based upon the assumption that water stored at Tarbela would
supplement normal irrigaticn flows leading to a sharp increase in wheat production. A general increase in
agricultural output was also forecast in response to the more attractive procurement prices announced for
1974-75. To enable higher production, larger imports of fertilizer and supply of credit were arranged.

_2.5. But things went wrong, first with the weather and then with Tarbela. Instead of a large increment
in irrigation water, the flows were subnormal to an extreme. Projected to increase by 6 percent, agricultural

output declined by 2 percent.

2.6. The growth being forecast for 1975-76 is based upon crop production targets similar to those pro-
jected in the Annual Plan last year. Once again, the attainment of the targets will depend mostly on normal
canal water flows supplemented by supplies from Tarbela. Restoration of normal river flows should provide
a real increase of 3 per cent in total agricultural incomes, the impact of Tarbela water should be in the range of

1.5 to 2 percent during 1975-76.

2.7. These two factors will account for roughly half the growih in agricultural value added projected for
1975-76. Other factors, including recent and forthcoming investment and long-term trends in better farming

practices, are expected to contribute another 5 to 5.5 percent to agricultural growth. This coatribution re-

presents an increase over a two year period because it encompasses the improvements anticipated in 1974-75

which were frustrated by sub-normal water flows.

2.8. The agricultural targets are being backed up by the supply of inputs. Sufficient stocks of fertilizer
are available in the country to enable an increase in usage from 425,000 nutrient tons in 1974-75 to 550,000
nutrient tons in 1975-76. Fertilizer demand will critically depend upon the availability of adequate irrigation
watar including water stored at Tarbela. There is evidence already that river flows during the early Kharif
season have been at mean levels. Indeed, some rivers have been in flood which has caused losses in certain

aress but the losses are not expected to be extensive.

2.9. Other facilities have been provided to increase the availability of inputs to agriculture. Provision has

been made for the import of 15,000 tractors. The pesticides distribution programme envisages an increase of

spraying from 7.5 million spray acres in 197475 to 9.5 million actes in 1975-76. The Credit.Plan for 1975-76

has earmarked Rs. 1700 million compared with credit extension of Rs. 10600 million in 1974-75.

2.10. The crop production targets for 1975-76 based upon the programme and assumptions outlined
above, are shown in Table I.

*L ater figure indicate a smaller short fall.



TABLE 1

Agriculture Production Targets for 1975-76

Unit Ouiputin Targeisfor
% Change
1974-75 1975-76
Wheat Min. tons .- e .. .o . e 7.46 8.40 12.6
Rice ML, tons .- . .e .o .- .o 2.28 2.70 21.0
Sugarcane Min. tons . oe . . os o 22.00 25.00 13.6

Cotton MIn. bales .o . oo e .. .o 3.57 4.00 12.0

E

Tndusirial Production

2.11. Value-added in large scale manufacturing is projected to increase by 13.6 percent  Subsiandial
increases are being forecast in production of cotton textiles and sugar representing, to a significant extent, re-
covery from low levels of output in 1974-75. World recession in the demand for coiton yari, and to a smalilsr
extent cotion cloth, had caused a decline in output of these items in 1974-75. Although complete racovery
in the industrialised markei economics is not expecied for another six months to a year, ths demand £2: yarn
and cloth has started rising. Export commitments for cotton yarn increased from 97 million ponnds in the
first half of 1974-75 to 144 million pounds in the second half 1974-75. Export commitments of coticn cloth
increased from 314 million yds to 412 miliion yds over the corresponding periods.

2.12. Sugar production in 1974-75 declined by 16 percent over the previcus year because of low availability
of sugrcance. Normal irrigation water supplies in 1975-76 will enable an increase in sugarcane produciion
and the recovery of sugar output to that attained in 1973-74. In addiiion, two new sugar factories will come
into production during 1975-76. The output of sugar, is, therefore, projected to increase by 28 percoat,

2.13. In many other major industries, output is not expecied to increase significantly because capacity
being set up will not come into operation during 1975-76. However, investment have besn taking place in
many industries which will bear fruit in 1975-76.  Also those industries which were operating below capacity
will show significant growih. ‘

2.14. The production targsts for major items in the large-scale manufacturing sector are shown in Table IT.

TaprLE [I

Lorge-Scale Manufacturing Production Targets for 1975-76

Output in Targets for

Ttem Unit 1974-75 1975-76 % Change
Cotton Yarn Min. Ibs. .o . oo .e .e .o 800 230 16.3
Cotion Cloth Min. yds. .. .- 0o . . oo 680 750 10.3
Sugar 000 tons . os os . o oo 490 625 27.6
Vegetable Ghee 000 tons .e oo co ao oo .. 275 200 5.5
Cement 000 tons o oe oo . e oo 3310 3310 —
GDP

2.15. The projected increases in agricultural and industrial production will contribute to a growth of 9.4
percent in GDP. Trade and transport margins, which are related to marketable surplus in agriculture, in-
dustrial production and imports, are forecast to increase by 12 percent. Income in the construction sector
is expected to register a growth of 10 percent in response to investment trends. Incomes in other service
sectors is projected to grow by nearly 5 percent.




2.16. The sectoral break-up of GDP is presented in Table III.
TasLe I

Sectoral Gross Domestic Product
(Rs. Million, at 1974-15 Factor Cost)

197475 1975-76 % Change

Agriculture .. .. . . oo o .o . .o 32734 35980 9.9
(a) Major Corps . .s e e oo . .. (17623) (20265) 5.9

(b) Others oo oo oo oo oo .o be 0o (15111) (15715) 4.0
Manufacturing .o . .o e oo . . . 16760 18650 i1.3
(a) Large Scale .. .o oo oo oo os .o .. (13088) (14870) (13.6)

(b) Small Scale .. .o . e . . .. . (3672) (3780) 2.9
Trade and Transport .. .o oo .o oo .o e oo 22171 24830 12.0
Construction .. .o oo o . .. .o os .o 4750 5225 10.0
Others . oo oo - oo . .o . .o 23743 24875 4.8
Total (GDP) .. 100158 109560 9.4

(1) Agricultural and industrial value added in 1974-75 have been compiled on production figures reported earlier. i
duction figures indicate that value added in agciculture will be higher in 1974-75 than sstimated abOV:aIa:é» C}}’m&{?
the projected growth will be lower ; the reverseis indicated for large scale manufacturing. Overall GDP will not be
affected substantially.

Macre-economic Framework

2.17. The constituents of various macro-economic aggregates presented in Table IV are elaborated in sub-
sequent chapters, except for GDP which has been covered in previous paragraphs. The main characteris-
tics of each component are briefly summarized below.

2.18. Merchandize and non-factor service imports during 1975-76 are projected to increase by 3.6 percent
in current prices. The increase in constant prices will bs somewhat larger. Apart from the lower prices
imports will be contained within the projected increase owing to a decline in import fvolumes of wheat.
fertilizer and steel products as a result of large carry-over of stocks from 1974-75. The increased imporz
bill is dominated by capital goods in line with stepped up investment activity, especially as the investment
programme is very import intensive.

2.19. Exporis of goods and services are projecied to increase by 18.2 percent in current prices and b
about 20 percent in real terms. Between 1970-71 and 1973-74, exports were increasing at a rapid rate busé
in 1974-75 there was very little growth. The projections for 1975-76 antciipate recovery in the industrialized
countries from the recession they have experienced since the end of 1973. This is expected to raise exports
of yarn and cloth substantially.

2.20. The forecasts of GDP and the balance of payments provide for an increase of about 15 percent in the
expenditure on investment and consumption. Roughly half of this increase pertains to higher prices since
the projections for 1975-76 are based upon the prices during June 1975 while the values for 1974-75 are in
average prices during the year. On the other hand, there was an estimated stock build-up of Rs. 2,000 million
in 1974-75 compared with which there is estimated to be no increase in stocks during 1975-76. The expenditure
in current prices on fixed investment and consumption is, therefore, projected to increase by 17.3 percent
which corresponds to a real increase of about 10 percent. ‘

2.21. The largest increase is projected for fixed investment which is planned to be 25 percent higher in
1975-76 in current prices. The increase in real terms would be around 18 percent. Although, the investment
projection incorporates an improvement in private investment activity, the major increase will take place
in public and semi-public sectors. The accent in these sectors will shift towards industry and fuel and power
owing to the concurrent implementation of certain large projects such as the Steel Mills, Fertilizer Factories
Power Generation at Tarbela and Gas Pipelines. Although, these projects are import intensive and there is
a corresponding increase in project aid disbursement, the implementation of the investment programme will
require a marginal rate of saving of 17 per cent compared with realisation of about 6 percent ix 197475,
Most of the savings will have to emanate in or flow into the public and semi-public sectors for which budgetary
and credit allocations have been provided.

9




2.22. Consumption expenditures are projected to increase by 16 percent in current prices and by about 7
percent in real terms. In current prices, the increase is of similar proportion in private and government con-
sumption. However, Government consumption projections are considerably affected by the increase in salaries
awarded in April 1975, In constant prices, the increase in Government consumption will be less than 7 percent
and in private consumption more than 7 percent. The increase in private consumption will provide for an
improvement in per capita terms of about 4-5 per cent which is not very substantial especially in view of the
nominal increase during 1974-75. However, Pakistan is still subject to_an adverse international situation
which does not permit for simultaneous and sharp increases in consumption as well as investment.  The
choice during 1975-76 is to increase savings and investment in order to provide for larger consumption

subsequently.
TasLe IV

Macro-economic Framework
Rs. Million, Current Prices®

1973-74 1974-75 1975-76

GDP af factor cost .. .o .o .o . . . . 79090 100158 116000
Indjrect taxes oo oo .o oo . .e oo .o 7115 10900 13600
Subsidies(—) oo oo .o . . . .o .. 2169 3800 2500
GDP at market prices . . oo e e .e oo 84036 107258 127100
Imports of goods and services . .. - e se oo 16524 25620 26550

Tofal Resources .. .o . oo . . . . 100560 132878 153650
Private consumption .. . os s . . . oo 67628 88888 103030
Government consumption .. oo oo .o .o oo . 8555 12000 14000
Fized investment .. . . 6o .o .o . . 11477 17450 21300
Changes in stocks .. .. .. . . . . e 1000 2000 0~
Exports of goods and services . oo .. .o oo oo 11900 12540 14820

Total Uses .. . .o .e . .. .. 100560 132878 153650

* 1975.76 prices are assumed to stay at June, 1975 levels.
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CHAPTER 3
OVERALL INVESTMENT PROGRAMME AND ITS FINANCING

Review of 1974-75

3.1. The major positive achievement of the eccncmy during 1974-75 was an increase in the level of ins
vesiment. It was possible to implement a larger public sector development programme of about Rs. 10,767
miliion as against the planned cutlay of Rs. 8,500 millien. The investment part of the public sector expenditure
isarcund Rs. 10,430 million. Private investment is cstimatcd at Rs. 5,800 million. In addition, an investe
ment of Rs. 1,220 millicn is also estimated by the semi-public sector including projects of BIM -and
Previncial Industrial Development Boards not covered by the Annual Development Programme.

3.2. Total fixed investment during 1974-75 is, thus, estimated at Rs. 17,450 million as against an invest-
ment of Rs. 11,477 million during 1973-74—an increase of about 52 per cent in money terms. 'The gross invest-
ment including changes in stocks of roughly Rs. 2,000 million amounts-to Rs. 19,450 millicn as against
Rs. 12,477 million during 1973-74. In real terms, on comparable prices, gross investment during 1974-75 has
been around Rs. 16,000 million. Thus, the increase in gross investment has been significant both in monetary
and real terms. As a ratio of GDP, gross investment is likely to be more than 18 per cent in 1974-75 against
16 per cent in 1973-74, The investment ratio is thus regaining a level required to achieve a reasonable
sustained growth and a steady improvement in the standard of living of the people.

3.3. The increase in investment has been achieved despite serious strains in the economy. The decline
in terms of trade adversely affected the availability of domestic savings. Investment was, therefore, financed
mainly with the help of extensive external borrowings especially from oil preducing countries. Net external
resources are estimated at Rs. 12,200 million as against around Rs. 5,465 million during 1973-74. The increase
in foreign resources in money terms needs to be adjusted for world-wide inflation and steep rise in the prices
of goods and services obtained under assistance arrangements. The impact of the terms of trade on Pakistan’s
eccnomy is estimated at § 800—900 million which is more than the increase in foreign assistance.

3.4. Domestic savings, on the other hand, increased at a slower rate. A significant development was
a decline in public savings over the level achieved during 1973-74. As a matter of fact, public savings during
the year were negative to the extent of Rs. 740 million. This was primarily due to increased expenditures
on subsidies and other unavoidable non-developmental itens. Gross investment, as a whole, is being
financed to the extent of Rs. 7,250 million by domestic savings-37 per cent of the total gross investment as against
56 per cent during 1973-74.

Programme for 1975-76

3.5. A sharp increase in investment activity is beng planned during 1975-76 also. Fixed investment
is projected at Rs. 21,800 million as against Rs. 17,450 million during 1974-75, implying an increase of about
25 per cent. Public sector development expenditure has been budgeted at Rs. 13,700 million. The invest-
ment outlays in the public sector are estimated at Rs. 12,700 million. In addition, the Board of Industrial
Management is expected to make an investment of about Rs. 927 million which has not been reflected in the
budget. Investment to the extent of Rs. 200 million is also envisaged by the Provincial Boards of Industrial
Management which too does not appear in the ADPs. Investment in the semi-public sector organizations
like KPT, KESC, PIA, gas companies, Road Transport Boards etc., is projected at Rs. 1573 million as against
Rs. 1,138 million during 1974-75. Private investment is projected to increase by about 10 per cent to a level
of Rs. 6,400 million. The details of these investment outlays are spelled out in Chapters 4, 6 and 7.

Financing during 1975-76

3.6. The net external resources inflow during 1975-76 is likely to be slightly lower thanin 1974-75. Thus,
the increase in investment is being met from increased domestic savings which are likely to finance almost 49
per cent of the total investment as against 37 per cent during 1974-75. Domestic savings, on the whole, are
likely to increase by Rs. 3,500 million of which roughly two-third is likely to accrue in the public sector.
Efforts of the public sector would mainly stem from the fiscal measures taken during 1974-75 which alone
are estimated to contribute about Rs. 1,500 million during 1975-76. Government’s determination to further

increase public sector savings is visible in the budget for 1975-76 which has moved strongly in this direction by

providing various incentives for private savings and investment.
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3.7. Table I indicates the overa poasiiioa of Aiaancing of investmant during 1974-75 and 1975-76.
TABLE I

Finaneing of Investment 1974-75 and 1975-76
(Million Rs.)

1974-75  1975-76

19,450 21,800

Total Investment
Financed by : .
(4) Net External Resources .o e .. . . .o . .o 12,200 11,050
() Domestic Savinge .. . oo oo 5o oe .o . . 7,250 10750
(i) Public Savings .. . . oo oo oo oo . v () 740 1850
(i) Privete Savings .. oo . .o . . . . . 7990 3900

3.8. The gross inflow of foreign resources during 1975-76 is estimated at Rs. 13550 million. The net
external resources, however, are likely to be around Rs. 11,050 million as against Rs. 12,200 million during
1974-75. The net external resources are likely to finance around 51 per cent of gross investment as against
63 per cent in 1974-75. Asa percentage of GDP, these are likely to be 9.6 per cent during 1975-76 as against
12.1 per ceat daring 1974-75. Thus, though the contribation of net foreign resources in financing investment
is still very substantial, it is coasidsrably lowsr than what it was in 1974-75. Dstails of foreign resources are

givaa in ths Caapter on Balance of Paymzats.

3.9. The contribution of domestic savings in financing investment has been projecied at Rs. 10,750
million as against Rs. 7,250 million during 1974-75 showing an increase of Rs. 3,500 million in one year.
About 60 per cent of this increase 18 likely to accrue in the public savings which are estimated to increase
by Rs. 2590 million. Broad details of domestic savings are shown in Annexure I and explained in the sub-

sequent paragraphs.

3.10. The budgestary surplus including contribution of autonomous bodies which was negative to the
extent of Rs. 1,200 million in 1974-75 is likely to b2 positive to the extent of Rs. 1,350 million in 1975-76.
This improvemsnt has occarred largely as a result of the measures taken by the Government in April, 1975
2ad in the budgst for 1975-76. The msasures taken in April, 1975 have substantially reduced the quantum
of subsidiss. Food subsidies havs bsen virtually eliminated through the increase in the price of wheat, sugar
and vagsiable ghse. Thsimport duties levied in April, 1975 are likely to increass the import duties by around
Rs. 25) millioa during 1975-76. The fiscal mzasures taken in the budget for 1975-76 are likely to yield
around Rs. 310 million daring the course of the year. Details of financing of public sector development

oatlays are given in Chapter 5.

3.11. Overall private savings are likely to increase from Rs. 7990 million in 1974-75 to Rs. 8900 million
during 1975-76. Most of this increase will accrue in household savings which are estimated to increase by

about 11 per cent during 1975-76.

' 3.12. Corporate savings of the public and semi-public sectors are likely to show an improvement of
25 per ceat over the level of Rs. 420 million achieved during 1974-75. In the private segtor, these savings re-
pressat mainly the ploughing back of _proﬁt_s for investment. In the semi-public sector, the savings represent
ths ssif-finansiag efforis of organizations like KIPT, KESC, BIM etc. which generate their own funds for

investment.

3.13. Th2 household savings represent the savings likely to b> used for iavestment chaanelled either
throazh ths financial institutions or households themselves. These also include the transfer of the private
savings to ths public sector through small savings schemes. ‘

.3.14. Ths savings likely to be chanaslled througa financial institutions are likely to increase from
Rs. 1700 million in 1974-75to Rs. 2675 millionin 1975-76. A major portion of this increase islikely to bethrough
cradits wiich are now increasingly b2ing used for investment purposes. The contribution of non-banking
ﬁnansial-g}gtitutior‘ls relates to th= investment by NDFC a1d other ag:ncies out of their own resources.
The credit - : : : 2501
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from the banking system projected to be utilized for investment purposes is being earmarked to the extent
of Rs. 1420 million for the private sector mainly in the field of agriculture, industry and housing and
Rs. 840 million for Government controlled industries, road transport corporations and gas companies.

The tatulmale of these projections have been spelled out in detail in the Chapter on Monetary Policy and
Credit' Plan

-3.15. The self- ﬁnancmg Investment of the household would be in the pnvate sector. These are likely te -
be utl]lzed mainly i in the field of agriculture, housing, transport and communications and small scale industries.
The household saving efforts in the private sector are not likely to pose any problem as the major programmes *

being proposed in these sectors are expected to be financed from the additional income generated -in-these
sectors by the households themselves
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DOMESTIC SAVINGS

AnnexuTre

(Million R&)

'1_9_74-75 197576

Total Savings. . 7,250 10.750
Public Savings S 140 1850
Budgetary surplus® —1,200 1,350
Repayment of debt (Principal) .. 650 760
Investment in current budget 680 800
Non-investment development outlay (—)** —31270 —1460
Javestment of local bodies and autonomous bodies (Non-ADF) 400 400
Semi-Public/Private Savings 7990 8900
Corporate Savings 420 525
@ Prvate .. .. - 18 200

(b) Semi-Public .. . oo 240 325
Household Savings of which through 7,570 8375
(@) Banking institutions . 21,700 2260

(b) Non-Banking financial institutions’} oo 200 415

(¢) Transfers to Public sector (deficit financing and net wpltal receipts)
" (d) Self Investment and others . . . .

2,380 | 2,000%%¢

3,290

3,700

#Revenue surplus 4- contribution of autonomous bodies.
¥ Adjusted for transfers to private and semi-public sectors.

#¥4Gross of repayment of Rs. 1,150 million of food credit,
—This type of table has been prepared for the first time,

Refinements in concepts and measurement may lead to some alterations.

14

Syt

A T B - i

—

e e e <0

N e e

E IO 2y

i r—y

B AT e i e B e



i
:
',
J

1

CHAPTER 4
PUBLIC SECTOR DEVELOPMENT PROGRAMME

Review of ADP 1974-75
The Annual Development Programme for 1974-75 envisaged an allocation of Rs. 9 illi o

and Rs. 8500 million (Net). During the course of the year, additional allocations of I .4'1%6?1&?1%53 1‘wfm'S)'
made for certain important projects. These additional allocations were rendered necessary for a varie tyel‘.?
reasons. Firstly, cost over runs resulting from inflationary pressures-at home and abroad could not be ful?
anticipated at the time of original plan formulation. While in some cases, the difference was absorbed by
anticipated shorifalls in physical progress, in cases where it was essential to protect physical targets ﬁnanciaj_ll
allocations had to be increased. Secondly, as a result of periodical review of the programme, it wa,é decided
to intensify the development effort in certain key sectors as ‘also-innless developed regions. F;esh allocati o
were also made, therefore, for starting a few new projects. Thus not only the anticipated shortfall did ngt t:lxils"
place, but the overall development expenditure exceeded the original gross allocation. There was a min :
shortfall of Rs. 230 million compared to revised gross allocation of Rs. 10537 million. As a result of unfor(;,
seen demands such as Tarbela repairs, more rapid implementation of schemes in Tribal Areas urgent need-
to take up certain new projects on an emergency basis viz. power projects, and increase in prices’ the expected
development expenditure is about Rs. 10767 million. As against the Federal and Provincial ;llocatigii F
Rs. 6240 million and Rs. 2260 million, respectively, the revised estimates “of Federal and Provincial'ADIg"
are now placed at Rs. 7956 million and Rs 2811 million, R ) R il

ADP 1975-76

4.2. The National Economic Council approved ADP . allocation of Rs. 13700 milli

million for Federal Programmes and Rs, 3350 million for Provincial Programmes). The P?élxlr]ig]éiaSREomBSO
ments-were allowed, however, to increase their development spending by economizing non-develo vern;
-expenditure and by mobilizing larger resources. The Provincial Governments have formulated gross “rOP'IPm '
mes aggregating Rs. 3769 million and are planning to attain a net implementation somewhat hig%erglt';m-
Rs. 3350 million. The Programmes are analysed in the Plan on the basis of gross allocations, ~while for relan
ting the magnitude of public investment with other variables, it is assumed that the impléh;énfation wouﬁi-‘
be roughly Rs. 13700 million. The gross size of the programme however, works out to Rs. 14116 milli
“Rs. ‘10347 million for Federal Programme, and Rs. 3769-million for Provincial programimne). Aéeﬁ' _-,,,,pn_ .
breakup of these allocations is indicated in Annexure-I, cywnse

4.3, The Annual Development Programme for Rs. 13700 million represents an increase of about 61 p -t
cent over the original ADP of Rs. 8500 million for 1974-75. The main objectives of the devel ber
me for 1975-76 are :— velopment program-

(i) to achieve a big push in agricultural production for which both technology and inputs are avé"i'léble‘.

o (i) to take full advantage of world economic recovery to.regain growth in industrial production; par

ticularly in textiles, which has been hit by the world recession.

(iif) to move iowards removal of power and transportation shortages, emphasising the essenti ire-
ments of industry and agriculture. ’ J ntial require

(iv) to eilrmiiairk more funds for major ongoing long gestation projects such as fertilizer factories and the
steel mill.

(v) to protect the requirements of agriculture inputs which yield quick return,

(vi) to accelerate the implementation of the programme for Anti water-logging and salinitv in vi
its importance for agricultural development. gging alinity in view of

4.4, . Briefly, the increase in the size of public sector development programme can be attributed to following
factors :—
‘(@) the growing requirements for completing the on-going projects commenced during the last two years:
(b) extension of basic infrastructure such as transport and power development ;
{c) " exploitation and exploration of indigenous source of energy ; \
15




(d) a major effort to remove dependence on imports in critical areas like fertilizer and steel which requ-
ires substantial bumpy investment ; and

(e) the impact of rising prices on cost of projects.

4.5, The Federal Government would undertake a net programme of Rs. 10346.707 millionincluding
Rs. 530.569 million for Indus Basin/Tarbela, Rs. 120 million for Earthquake Reliefand Reconstruction
Programme, Rs. 100 million for Sports; complex to be Constructed at Islamabad with Chinese Assistance,,
Rs. 220 million for Tribal Areas, Rs. 70 million for Northern Areas and Rs. 120 million for Azad Kashmir.

4.6, The size of the Provincial programmes has increased from Rs. 2260 million in 1974-75 to Rs. 3350
million in 1975-76 an acceleration of about 50 9 which comprises Rs. 1807. 500 million for Punjab, Rs. 675.000
million for Sind, Rs. 576.700 million for NWFP and Rs. 290.800 million for Baluchistan which
would be provided by the Federal Government. ,

4.7. Of the Federal financing of Rs. 3350 million, an amount of Rs. 3000 million has been allocated to
the Provinces on the basis of population and an additional amount of Rs. 175 million has been provided to
each of the two provinces (NWFP and Baluchistan) for accelerating their development effort. The provincial
allocations on the basis of population and with the edge given to NWFP and Baluchistan are given in table I

TABLE I

PROVINCIAL ALLOCATIONS FOR 1975-76

(Million Rupees)
Allocations  Special -

Provinces onthebasis  allgcations  Total

' of population o

Punjab .. o . .. .. e . .. 1807.5 — 1807.5
Sind .. .. .. .. .. .. .. .. 675.0 - 675.0
NW.EP. .. . .. .. . . .. .. .. 401.7 175.0 567.7
Baluchistan .. .. e .. .. .. .. .. 1158 175.0 290.8
Total .. .. 3000.0 350.0 3350.0

4.8. Asenvisageu inthe Development Perspective (1975—80), the investment in industry has risen sharply
from 169 of the total to 22%,. This increase has inevitably been at the expense cf other sectors except Fucl
and Power. The increase of Rs. 4,110 million between ADP 1974-75 (Original) and 1975-76, Rs. 1,210 million
or roughly 309 is accounted for by the expansion in the Industrial Programme mainly the Steel Mill and
Fertilizer Factories for which allocations of Rs. 780 million, and:Rs. 910 millicn have been made respectively.
By keeping aside the allocations in respect c¢f Steel Mill and Fertilizer projects from the total programme of
Industry Sector, the balance comes to the tune of Rs. 802 million which is abeut 129 of total allccation.
The important reasons for increase for allocations in industries arc lumpiness of expenditure on major projects,
nationalisation of certain industries and the establishment of industries in backward areas of Baluchistan,
Tribal Areas and Azad Kashmir. ' ' T

SECTORAL PROGRAMMES

4.9. The largest single allocation has been made for industrial programme for which Rs. 2492 million
have been earmarked. The emphasis in industrial sector, apart from steel mill which is regarded essential
‘for providing basic support to the entire range of capital goods industry, is being placed on agriculture-related
industrialization. The industrial programme aims at making the country self-sufficient in fertilizer by 1978
as also expanding rapidly the agro-based industries viz sugar and textiles. Substantial investments in steel
and capital goods industry are being financed to provide a sound basis for self-reliant industrial development.
The second priority has been given to transport and communications projects which claim an allocation of
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Rs. 2413 million. The programme would ensure that transport and communications bottlenecks do not deve-
lop and retard economic progress. Power development has claimed a share of Rs. 2072 million. In addition,
a provision of Rs. 824 million has been made for the fuel programme. Physical planning and housing sector
has been allocated Rs. 1124 million. A provision of Rs. 1350 million has been made for Education, Health,
and other social sector activities. Special emphasis has been laid on programmes of Malaria Eradication and
Population Planning. '

4.10. Due emphasis has been laid on agricultural development, which is evident from the fact that
agriculture and water programmes (including SCARP projects ; tubewell connections, Tarbela) have altogether
been allocated Rs. 3091 million. To meet the growing need of fertilizer, three fertilizer factories are being
set up in the public sector ; the Pak-Arab Factory at Multan, the National Fertilizer Corporation Factory at
at Mirpur Mathelo and the Urea Plant at Hazara, for which an allocation of Rs. 910 million has been made
during 1975-76. The total allocation in respect of agriculture, water, fertilizer projects and power programme
which benefit the agricultural production comes to the tune of about Rs. 5000 million which is about 36 %
of gross allocations,which would help to achieve a break-through in agricultural production by taking advan-
tage of the increases in irrigation water made available by Tarbela Dam. :

4.11. Sector-wise distribution of the development programme for 1975-76 is presented in Table II, while
detailed breakdown by executing agencies is in Annexure II. '

TasLe II
Sectorwise Distribution of ADPs 1974-75 and 1975-76

(Miilion Rupegs)

St ' Original ADP.  Perceniage
No. ~ Sector AD.P. 1975-76  increase in
. 1974-75 o 1975-76
. over
197475

C—

A, Sectoral Programme

1. Agriculture = .. . . .. . e o .997.914  1225.244  22.78
2. Water .. . v .. . . . .. T792.606° 1335.956 49.67
3. Power .. . . . . o o . 1302.373  2072.214 59.10
4, Industry . . . . . .. .. .. 1276.071  2492.214  95.30
5. Fuels .. . ‘e .. .. .. .. . .. 382.791. 824.127  115.30
6. Minerals . . . . . . . . 27.420 73.536 168.20
4. Transport and Communications .. . . .. .. .. 2088.787  2413.337 15.50
'8, Physical Planning and Housing .. .. .. .. .. .- 728.330  1092.322 49.98

9. Mass Media . .o . .o . .o e — 88.600 —
10. Education and Training .. ve - oo e e 485.667 636.630 31.08
11. Health .. . ie e . -e  309.001  648.569  109.98
12. Population Planning . .. .. . . .. .. 145.000 189.490 30.70
13. Social Welfare .. .. .- .. . . . .. 14.657 18.226 24.40
14. Manpower and Employmeﬂ - 5o v oo . - 27.949 31.563 12,93
15. People’s Works Programme .o on .o .o .o 109.821 211.440 92.53

16. Lump-sum Provision for essential schemes .. . . be - o= 12.000 —
' Total (Sectoral Programme) ..  8788.387 13365.468 52.10

B. Indus Basin/Tarbela oo . . . . .o 682.093 530.569 _

C. Earthquake Relief and Reconstruction Programme .- .. .. Cwe — 120.000 —

D, spoﬂs Comp]ex o .e .o as o oe o ao —_— 100.000 —
Total (Gross) .. 9470.480 14116.033 49.00

Less Operational Shortfall .. cere 1970.580 . 4357330 -

Total(Net) .. . 8500.000, 13696.707  61.11

- J
e/
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Agricslture

"4.12. Agriculture has been assigned a prominent place in the Annual Development Programme. Allo-
tation for this sector has been increased from Rs. 997.914 million in 1974-75 to Rs. 1225.244 million in 1975-76.
This includes Rs. 431.300 million on account of subsidy on fertilizer in 1975-76 against Rs. 324.934 million
in 1974-75. Provision for plant protection coverage in the Federal ADP has been increased from Rs. 129.375
million in 1974-75 to Rs. 140.150 million in 1975-76. In order to promote basic research in the field
of ‘agriculture which inter alia envisages launching of research programmes for rice, maize, sorghum and
fodder, Agricultural Research Council has been allocated Rs. 46.200 million as against Rs. 30.400 million
in 1974-75. A provision of Rs. 7.500 million for Rice storage has also been made in the Federal ADP

1975-76.

vI,pdnstry

4.13. Allocation for the Industry Sector in 1973-74 was Rs. 382 million. It was raised to Rs. 1276 mil-
lion in 1974-75, against which a provision of Rs. 2492 million has been made for 1975-76. About 4077 of the
allocation in this sector is meant to provide essential commodities to the masses and to produce capital goods
industries. In order to strengthen the base of the economy by developing basic industries in the public sector
and to move towards self-reliance an allocation of Rs. 1030 million has been earmarked for iron and steel
and Heavy engineering industries. Provision for Karachi Steel Mill in the Federal ADP has been increased
from Rs. 410 million in 1974-75 to Rs. 780 million in 1975-76, and the provision for National Fertilizer
Corporation has been increased from Rs. 393 million in 1974-75 to Rs. 909.600 million in 1975-76. An
allocation of Rs. 230 million has been made for agrcbased industries while allocations for other Industrial
Development Corporations have also been increased from Rs. 51 million to Rs. 277 million in 1975-76.

Minerals

4.14. In the Minerals Secior a provision of Rs. 73. 536 million has been made for exploration and develop--

- ment work including Rs. 24.560 million for Geological Survey of Pakistan schemes. Another amount of
Rs. 4.000 million has been allocated for PIDC Mineral Development Programme. Total provision
for Mineral Sector in 1975-76 Federal ADP is Rs. 52.198 million as against Rs. 26.054 million in 1974-75.

Feels

4.15. 1In the Fuels Sector, a provision of about Rs. 824.127 million has been made in Federal ADP
for 1975-76, as against Rs, 382.791 million in 1974-75. Allocation for development of Oil and Gas Re-
sources is Rs. 278. 130 million, and allocation for Gas Operations is fixed at Rs. 240.000 million, Petroleum
Refining and oil Operations have been provided Rs. 128 million and Rs. 144.943 million, respectively.

Water

4.16. An amount-of Rs. 1335.956 million has been earmarked for the Water Sector Programme during
1975-76, in addition to Rs. 530.569 million earmarked for Tarbela/Indus Basin Works. More than 509
of the Water sector allocation viz Rs. 682.090 million is reserved for WAPDA for the accelerated programme
to control salinity and Waterlogging in the country. In addition to these Rs. 15 million have been set aside
for Meteorological Services and Rs. 6.850 million for Irrigation, Drainage and Flood Control Rescarch,

-Sufiicient Funds have also been set aside for investigation schemes in all the four Provinces. .

Power

4.17. The allocation for Power Development by WAPDA during 1975-76 has been put at Rs. 2072.214
million as against Rs. 1204.973 million in 1974-75. This represents an increase of about 627 over the ADP
1974-75. Major components of this allocation are Rs. 516 million for generation, Rs. 737 million for trans-
mj:ssiion, Rs. 350 million for distribution and village electrification and Rs. 300 million for secondary trans-
mj on.

Transport and Communications _

4.18. Greater emphasis has been given on improvement of communication to provide betier access to.
relatively less developed areas including Northern Areas, tribal areas, Azad Kashmir and Baluchistan. The
ADP provides allocation of Rs. 2413.337 million for Transport and Communications Sector, as against Rs,
2088.787 million in 1974-75. The transport sector includes allocation of Rs. 620 million for Pakistan Railways,
The railway programme envisages expansion of line capacity works, removal of operation bottlenecks, rail

and sleeper renewals, quadrupling of lines on Karachi-Pipri-Section, purchase of locomatives and substantial:
oddition of rolling stocks.

18

- _‘

,
»
<.
¥
,‘;}

,



4.19.. Anallocation of Rs. 128 million has been made for Port Qasim project for constructi i
wharf with four berths of 1.2 ton capacity which would be teli_evingp cé'ngestion at.Kara:I?i (I;t;ﬁ?rgll?ai'i
pr_opqsed to install 25,000 telephopes_ and to make substantial progress in trunk systém of coaxial cable
microwave system between Rawalpindi and Peshawar. With an allocation of Rs. 250 million for the
development of telecommunications. An allocation of Rs. 40 million has been made for civil aviation mainly
for ongoing projects, and new projects which include establishment of civil aviation Institute at Hyderabad
Basic . Aerodrome facx_htxes.at Saidu Sharif. Rs. 10 million have been allocated for the Post Offices fof
progressing work on different ongoing and new schemes including residential staff quarters and other postal
gu;liclllélglsé_lsl%sé 88.600 million have been provided for Mass Media Sector, including Radio and Television

u -76.

Education and Training

4.20. In the education and training sector, total allocation for 1975-76 stands at Rs illic
compared to Rs, 485.657 million for 1974-75. Federal programme amounts to Rs. 252 6236 1 ?a?ﬂliggjjg:ﬁlaf
rising, inter alia, Rs. 13.400 million for books and Libraries, Rs. 22 million for archaeology, museums alfd
archives, Rs. 50 mllhqn for re-construction of flood damaged institutions, anid Rs. 30 milfion for Federal
hostels, etc. ~Some other educational programmes, which are common undertakings of Federal as well as
provincial governments, will consume Rs. 366. 300 million (i.e. primary education Rs. 61.096 million second:
education Rs. 86.900 million, college education Rs. 65.434 million, university education Rs. 83.848 milliglx;y
teachers education Rs. 17.879 million and loans and scholarships,Rs. 51.143 million). . ’

Physical Planning and Housing ,

4.21. An allocation of Rs..1092.322 million has peen made for physical planai i

which includes Rs. 100 million for House Building Fll?nance Corporal:io);x to eﬁ:ﬁg ?ﬁeﬁo hﬁxl::sn:l:fse si]cat:i;
loaning activity and Rs. 30 million for house building advance to Government servants. Other major
allocations are Rs. 267.451 million for public health engineering, Rs. 85.799 million for Construction',of
residential accommodation for Government servants, Rs. 91.400 million for construction of government
Qﬁictes agcom?ci)dau_gn ?l'(} lI;Lst. t86.lgos;§;lllios forPthe CDA for essential programmes including the
construction of Presidential kstate and ot am Project. 3 s BTH . . "
development of Tourism, y . Rs. 30.170 million have been provided for

Health : ,

4.22. As against a total allocation of Rs. 454.001 million in 1974-75 for health sect dati
planning, the total allocation for these programmes for 1975-76 is of the order of Rs. §§§ %'sglgliﬁ)i&;%\ﬂ:ﬁgﬁ
works out to an increase of Rs, 85%. About twoj/third of this allocation viz. Rs. 545.466 million is for
il}lp]ien;:gtat;on of Federalg;roz%lgnf&e a.xllﬁl tl}e l;j{l:lnce for provincial programmes. Major components
of the federal programme are Rs. 239.100 million for Malaria Eradication, Rs. 80. el 3
and Rs. 189.490 million for Population Planning etc. " 0-038 million for health services

~

Manpower and Employment -
4.23. An allocation of Rs. 31.563 million has been provided for Manpower and empl : i
jncludes Rs. 15 million for NDVP. Allocations for social sector duﬂngp1975-76 is Rs. (;38,1.]12?21% ::flﬁ?gnw%%
major emphasis will be on the ongoing projects with attempt to strengihen and standardise them to offset the
complex social repercussions of economic development. The Federal Government will undertake a pro-
gramme of RS 6.200 million during 197576, whichy inchides Rs. 2.400 million as grant-in-aid to Social

welfare agencies, universities and colleges for deve opment of volunteer social :
private investments in social welfare activities. social work and encouragement of

People’s Works Programme
4.24. Allocation for People’s Works Programme in ADP 1975-76 is Rs. a1s X
Rs. 109.821 million in 1974-75. s Rs. 211.440 million as against

4..25. The Sectoral priorites for ADP 1974-75 and 1975-76 are presented in Annexure IIL



DEVELOPMENT PROGRAMMES FOR 1974-75 AND 1975-76. BY EXECUTING AGENCIES

Annexure 1
R S

(Million Rupees.)
Sector 197475 Allocation Percentage
(Budget) for 1975-76  increase
. Rederal Programme :—
(a) Federal Government .. oo oo ae oa . .o 2753.480  3963.612 43.9
(b) WAPDA :
() Water 400.000 682.090 70.5
@#) Power .. e oo .. v oo 1935.446 1204.970 —
(c) Pakistan Railways . . oo .o . 770.000 620.000 —
(d) Industrial and Mineral Development Oorporations —_ oo 1072.560  2394.990 123.3
(i) Karachi Steel Mills Corporation. .. o . 410.000 780.000 90.3
@) PID.C.. oo as .. e 78.500 193.780 146.8
(iif) National Fertlhzer Corporauon . . oo 393.000 909.600 131.4
-(v) Federal Chemical and Ceramics Corporatlon e < 43.300 153.520 254.5
. (v) State Heavy Engineering Corporation . ' 105.760 = 83.300 —
{vi) State Petroleum Refinery and Petrochemical Corporaﬂon 31.500 128.000 306.3
(vii)- State Cement Corporation .. - . oo .e — 115.900 —_
(viif) Other Industrial and _Mineral Development Corporations 10.500 7.690 —_—
(¢) Indus Basin/Tarbela 682.090 530.569 —
(f) Earthquake Relief and Reconstruction Programme - — 120.000 —_—
(g) Sports Complex - 0o . o e - 100.000 —_
Total Federal Programme (Gross) 6883.080 10346.707 50.3
Less Shortfall 643.080 — —
Total (Net) 6240.000 10346.707 65.8
Provincial Governments :
@ Punjab .o .o oo . . . 1200.000  1807.500 50.62
(i) Sind L . oo oo oo - . . 450.000 675.000 50.00
@ii) NNW.E.P. oo .. . oo oo . o 400,000 576.700 44 .18
(iv) Baluchistan .. . . e . 210.000  290.800 38.48
Total Provincial Programmes (Net) 2260.000  3350.000 48.23
Total A.D.P. (Net) 8500.000 13696.707 61.11
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ANNUAL DEVELCPMENT PROGRAMME 1975-76 BY PROVINCES AND FEDERAL GOVERNMENT

(Million Rupees.)
Sl. No. Sector Federal , Punjab ! Sind N.W.E.P. Baluchistan Total
A. Sectoral Programme :
1. Agriculture ”' .. .. .. 682.974 349.342 65.300 85.982 41.646 1225.244
2. Water .. .. .. .. 747.331 329.844 112.100 77.589 69.092 1335.956
3. Power . .- . .. 2072.214 — - - — 2072.214
4, TIndustry .. .. .. .. 2347.560 37.000 23.000 67.531 17.123 2492.214
5. Fuels .. .. .. .. 824,127 — — —_ — 824.127
6. Minerals .. . .. .. 52,198 1.000 — 20.338 — 73.536
7. Transport and Communications .. 1562.500 415.000 242,900 108.160 84.777 2413 .337
8. Physical Planning and Housing .. 378.443 398.644 154.200 128.155 32.880 1092,.322
9. Mass Media .- .. .- .. 85.600 2.000 - 1.000 — 88.600
10. Education and Training . .. 252.631  232.000 61.000 70.700 20.299 636.630
11. Health .. .. .. .. 355.976  °150.000 °  &7.500 62.910 12.183 648.569
12. Population Planning .. . .. 189.490 — — — — 189.490
13. Social Welfare .. .. .. 6.200 10.000 1.500 0.526 — 18.226
14. Manpower and Employment .. .. 18.454 10.000 0.500 0.609 2.000 " 31.563
15. People’s Works Programme .. .. 20.440 130.000 32.000 9.000 20.000 211.440
16. Lumpsum Provision for essential new sche-
mes T e e .. - 12.000 — — —_ 12.000
Total (Sectoral Programme) 9596.138 2076.830 760.000 632.500 300.000 13365.468
B. Indus Basin/Tarbela .. .. .. 530.569 - - — — 530. 569
C. Barthquake Relief and Reconsiruction Pro-
gramme . . .. .. 120.000 —_ — — — 120.000
D. Sports Complex . .. .. 100.000 — — — — 100.000
Total (Gross) .. 10346.707  2076.830 760.600 632.500 300.000 14116.037
Less Operational Shortfall .. — 269.330 85.000 55.800 9.200 419.330
Total (Net) .. 10346.707 1807.500 675.600 576.700 290.800 13696.707
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PRIORITIES FOR DEVELOPMENT PROGRAMME FOR 1974-75 AND 1975-76

Annexure I

(Million Rupees)

ADP 1974-75 ADP 1975-76
Sectors -
Allocations % Allocations %
A, Sectoral Programme :

1. Agriculture .. 997.914 10.5 1225.244 8.7
2. Water 892.606 9.5 1335.956 9.5
3. Power 1302.273 13.7 2072.214 14.6
4. Indusiry 1276.071 13.4 2492,.214 17.6
5. Fuels .. .. . 382.791 4.0 824,127 5.8
6. Minerals 27.420 0.3 73.536 0.6
7. ‘Transport and Communications 2088.787 22.0 2413.337 17.0
8. Physical Planning and Housing . 728.330 7.6 1092.322 7.7
9. Mass Media .. v oo .o . — - 88.600 0.6
10. Education and Training 485.667 5.2 636.630 4.5
11. Health 309.001 3.3 648.569 4.6
12. Population Planning . 145.000 1.6 189.490 1.4
13. Social Welfare 14.657 0.2 18.226 0.2
14, Manpower and Employment 27.949 0,3 31.563 0.3
15. People’s Works Programme 109.821 1.2 211.4490 1.5
16, Lumpsum Provision for essential new schemes — —_ 12.000 0.1

Total (Sectoral Programme) 8788.387 — 13365.468 —
B. Indus Basin/Tarbelas 682.093 7.2 530.569 3.8
C. Earthquake relief and Reconstruction Programme .. - — — 120.000 0.9
D. Sports Complex .. — —_ 100.000 0.6
Total (Gross) 9470.480 100.0 14116.037 100.0

Less Operational Shortf.all 970.580 — 419.330 —

Total (Net) 8500.000 — 13696.707 —
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CHAPTER 5
FINANCING OF PUBLIC SECTOR DEVELOPMENT PROGRAMME

The level of public sector development expenditure for 1974-75 was fixed at Rs. 8,500 million. The budget
had envisaged that at this level, the development outlay would be financed by Rs. 2,926 million of domestic
resources and Rs. 5,574 million of foreign assistance. The projections of domestic resources assumed a sub-
stantial increase over the previous year's level despite the tax reliefs and wage increase allowed in the budget.
The estimates of foreign assistance were also based on increased availability of project assistance as well as
rupee generating aid.

Review of 1974-75

5.2. The mobilization of financial resources for meeting the requirements of public sector development
programme was adversely affected by several factors. Basic among these was an adjustment to the rapidly
changing world economic situation. The budgstary receipts of the Federal Governmeni have been, over
a long period, critically dependent upon import and export taxes. Even other direct and indirect taxes are
considerably influenced by trends in international trade pattern. The world recession forced a reduction
in export duties on a large number of items. It had to be abolished altogsther on certain imporiant exports.
On the other hand, subsidy bill was mounting as a resuli of rising world prices of import:. Attempt was made
to make up revenus losses by a serics of measures which became necessary as a result of continuous review
of ihe situation. Despite these efforts, the year closed with nsgative public savings. The impact of the
measures was mainly defensive during the year. These saved the sitnation from becoming unmanag:able.
However, for the year 1975-76, the measures adopted during 1974-75 prepared the ground for considerable
improvement in domestic resource mobilization. , .

5.3. The specific fiscal measurss taken during the course of the year are as follows :—

(a) Export duties on cotton yarn and certain other items were abolished while these were reduced in
some other cases in order to help boost exports. Simultansously, import duty of Rs.2.75 per
Ib. was imposed on cupprammonium rayon, viscose rayon and acetate rayon while other yarns
of man-made fibre wete subjected to a regulatory duty of Rs. 3.50 perIb. Ina major move to meet
the challenge of international slurap in cotton industry, the excise duty on cotion yarn was also
reduced to provide relief to the industry.

(b) Import duties on 22 items were increased by 25 per cent ad valorem in February, 1975. Simulta-
neously, the prices of petrol, regular and high octane and kerosene were raised by rupes one
per gallon. The price of gas was increased by 50 per cent of the pre-budget price prevalent
in June, 1974 for all consumers excluding domestic users. WAPDA power rates were raised by
15 per cent for consumers other than domestic. For domestic consumers, the tariff was revised
to be 25 paisa per unit for first 20 units and 20 paisa per unit for units exceeding twenty.

(c) A wage/price package was announced by the Government on the 7th April, 1975 under which the
prices of wheat, vegetable ghee, and sugar were raised from Rs. 21.50 per maund, Rs. 7.50 per
seer and Rs. 3.50 per seer to Rs. 32.00 per maund, Rs. 9.00 per seer and Rs. 4.00 PET seer res-
pectively. In a simultaneous move to ease the burden of higher prices, an additional tax free
dearness allowance of Rs. 25.00 per month was sanctioned for all government employees, workers
in the organised industrial and commercial sectors and pensioners.

5.4. The financial resources for development during 1974-75 are estimated to have been affected as follows
as a result of the developments mentioned above :—

(Million Rs.)

A. Revenues .. .. . o . .o . oo oo .o .o (=) 782
1. Reduction in export duties and excise duty on yarn .. .o . oo 0o .o oo (-) 1,118

2. Increase in import duties . .s oo .o .o oo oo oo () 66

3. Increase in excise duty as a result of price adjustment of sugar s 0o 0o on e () 30

4. Increase in prices of motor gasoline, high octane and kerosene oil .. oo oe . o () 11

5. Revision of power rates .. oo oo oo o0 oo . .o . . (+) 27

6. Increase in the price of gas e oo - .e ’e .e ao oo oo () 102
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B. Noa-Development Expenditure oo oo
1. Increase in food subsidy as a result of shortfall in domestic supply
2. Saving in food subsidies as a result of price adjusiment os
3. Expenditure on special dearness allowance of Rs. 25.00 P.M.

C. Net Effect .. . o . . . .

(+) 2,064
(+) 2,200
= 230
+) %
(—) 2,846

5.5. The total non-inflationary resources are now placed at Rs. 225 million in the revised estimates for
1974-75 as against the original budget provision of Rs. 2,607 million. Table-I indicates the overall position

of financing of the ADP for 1974-75 both original and revised :

TaBLE 1

Financing of ADP during 1974-75

(Million Rs.)

1974-75 1974-75

Budget Revised
A. Domestic Resources .- .- oo oo oo os oe s 2,926 1,175
(@) Non-inflationary resources . . oo oo 2,607 225
(b) Gap between development expenditure an . resources . . oe 319 950
B. Foreign Resources .. . . . s 5,574 9,592
C. Total Financing . . oo . oo oo oo . 8,500 10,767
D. Proportion of foreign resources to total financing .. oo 65.6% 89.0%

5 6. The decline of Rs. 2,382 million in the non-inflationary resources during 1974-75 is made up of the

following items :—

A. Federal Government
(2) Improvement in net revenue receipts ..

(b) Increase in non-development expenditure

(Defence) .. .e . .o e ce
(Debt Services) . . oo

(Subsidies) .. e oo oa .

(Others) .. .. oo

(¢) Repayment of short-term food credits charged to capital account

(d) Improvement in net capital receipts oo . .

B, Autoncmous Bedies. -
Reduction in self-financing effort ... oo - o

C. Net effect on resources “ 22

o

(Million Rs.)

o (+)1,030
ee (=) 3,503
(—)341

(—)484
(—)2,295

. (—)383
e (=) 275

(+) 379

e (& 13
v (=) 2,382

5.7. Broad details of the estimates of resources for financing the ADP are shown in Annexure I and are

discussed in the subsequent paragraphs, .-

ee
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Revenue Receipts

5.8. The revised esiimates of gross tax receipts of the federal government for 1974-75 are placed at
Rs. 11,151 miliion, as compared to the criginal budget provision of Rs. 10,079 million.  Details of the
estimates as compared to the accounts for 1973-74 are given in Table II :— ‘

TABLE II

Tax Receipts of the Federal Government

(Million Rs.)
Piowsianal | Badget -Roraed
Accounts

Import Duties e e e 2427 2,565 3,565
Export Duties oo . .. - oo . - 1,742 2,428 1,160
“Federal Excise . oe v . oo . .. .. 2,742 3,000 3,450
Taxes on Income .. o . . .. . .. . 1,188 1045 1,250
Sales Tax .. oo oo oo . ve . . . 692 697 1,050
Other Taxes and Surcharges .. e o .. oo . . 653 344 676
Total .. 9,444 10,079 11,151

5.9. The revised estimates of tax receipts show an improvement of Rs. 1,072 million de spltc a reduction
of Rs. 1,268 million in export duties. The laroest increase in tax receipts is from import duties due to higher
value of imports as well as the imposition of regu]atory duties on various items during the course of the year.
Collections of excise duties are higher by Rs. 450 million due mainly to an lmprovement of about Rs. 420
million in the duties on tobacco on account of increases in the retail prices of cigarettes. Taxes on income
unproved by Rs. 205 million as a result of increased money incomes and largert ax payments by nationalised
underiakings. Sales tax recsipts increased by Rs. 353 million following the increase in customs revenue and
federal excise duties. Receipts from other taxes and surcharges have almost doubled due mainly to the up-
ward revision of prices of certain POL products and gas supply.

Non-Tax Receipis

5.10. Non-Tax Reczipts of the Federal Government are estimated o 1nc1ease from Rs. 3,163 1mlhon in
the original budget for 1974-75 to Rs. 3,375 million in the revised estimates for that year. “The improvement
of Rs. 212 million is due mainly to an increase of Rs. 139 million in Defence receipis, additional profits
of Rs. 59 million surrendered by the State Bank of Pakistan and an incresse of Rs. 102 million in miscellaneous
receipis, partly counterbalanced by a decline of Rs. 44 millionin the net receipts of Post Office and T&T
Departments and lower profit of Rs. 39 million from the sale cf rice.

5.11. The gross revenue receipts of the Federal Government are placed at Rs. 14,526 million in the revised
estiniates for 1974-75 as compared to the original budget provision of Rs. 13,242 million. With the i improve-
ment in tax revenues, the revenue assignments to the Provinces have also increased by Rs. 254 million.
After deducting the provincial share in divisible pool and a sum of Rs. 25 million payable to the A. K. Go-
yernment, the et revenue receipts in the revised estimates are placed at Rs. 13,122 million as against the-original
budget of Rs. 12,092 million.

Non-Development Revenue Expenditure

5.12. The comparative position of major components of the non—development expendnture of the
Federal Government for 1973-74 and 1974-75 is shown in Table IIIL. - o
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TapLE 111

Non-Development Revenue Expendityre of the Federal Government
(Million Rs.)

1973-74
Provisional  1974-73 1974-75
Accounts Budget Revised

1. Defence . . . . .. .. .. . 4,949 5,953 6,294
2, Debt Services .. . .. . . . . . 2,094 2,061 2,543
dntermal) oo oo e e e s (866) @61)
@xternal) ., .- . . . . .. c (1,340 (1,195 (1,689

3. Subsidies ‘o .o .. . . . . " 2,243 723 3,018
4. Administrative and Development Departments .o .o e .. 1,270 1,532 1,725
5. @Grants to Provinces e . e .. e . .. 253 390 496
6. Other Expenditure .. .. .o . .. .. 244 315 399
. - . " Total 11,053 10,974 14,477

5.13, The revised estimates of non-development revenue expenditure for 1974-75 are higher by Rs. 3,503
million mainly on account of increased requirements for subsidies on wheat, edible oil and POL products,
larger expenditure on debt servicing and the impact of wage increase and general price rise. The original
provision for 1974-75 has increased by 319 per cent of which an increase of 28.2 per cent is attributable to
subsidies, 2.1 per cent to debt servicing, 0.5 per cent to Defence and 1.1 per cent to other expenditures.
The original budget for 1974-75 had envisaged that after the price’adjustment made in the case of vegetable
ghee as a part of the new fiscal measures, the subsidy on edible oil would be eliminated completely. The sale
of vegetable ghee had however, to be subsidized during the year as a result of further increase in the interna-
tional price of edible oil. Grants-in-aid to the Provincial Governments were increased from Rs. 390 million
provided in the original budget to Rs. 496 million in the revised estimates for 1974-75 in order to help them
to meet their revenue deficit arising as a result of the wage increase.

Net Capital Reccipts

5.14, Details of the estimates are given in Annexure I. The net capital receipts of the Federal Govern-
ment which were estimated at Rs. 1,320 million in the original budget are placed at Rs. 1,424 million in the
revised estimates for 1974-75. The increase of Rs. 104 million has occurred mainly from higher contributions
to reserve funds and improvement in miscellancous receipts, partly offset by a decline in the proceeds of small
saving schemes and an increase in the non-developmental capital liabilities.

Provizeial Coniribution

5.15, The Provincial Governments were not exspected to make any contribution to the financing of the
A.D.P. for 1974-75. The provinces of the Punjab, Sind and Baluchistan were in fact, not in a position even
to balance their non-development budgets. The grant of special dearness allowance and increase in pensions
created additional financial liabilities for all Provinces. The requirements of local bodies for this unbudgeted
expenditure had also to be met by the Provinces through payment of granis-in-aid. Apart from this major
change, the non-development expenditures wiinessed further increases as a result of enhancement of the rates
of ration subsidy to the Police, more payments of interest on federal loans and increased requirements of some
depariments for miscellaneous purposes. Along with the increases in non-development expenditure, the
general revenue receipts of the Provinces improved as a result of an increase in shared taxes, special grants
from the Federal Government, mobilisation of additional resources by the Provinces themselves through
higher tax and nop-tax receipts and improvement in trading profits.

5.16, With the increase in revenue assignments and payment of special grants by the Federal Government,
the Provincial Governments were expected to balance their non-development budgets. No contribution
by the Provinces to the financing of the revised ADP for 1974-75 was as such, assumed by the Federal
Government. However, according to the revised estimates of the Provincial Governments, the Provinces of
N.W.F.P. and Baluchistan have ended the year with deficits of Rs. 18 million and Rs. 13 million respectively.
There is no resource gap in the non-development account of the Punjab in the revised estimates for 1974-75.
Ta the case of Sind, there is a net surplus of Rs. 68 million which has been utilized for financing development
expenditure over and above the development assistance granted by the Federal Government. \
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_Autonomous Bodies

5.17 Taking into account the effect of new measures introduced in the budget for 1974-75, the autono-
mous bodies were expected. to generate resources of Rs. 169 million towards the financing of tl}ejr develop-
ment programmes. The revised estimates of self-financing by these bodies are ‘placed ‘at Rs. 156 million.
Details are shown in Table IV : . - : '~-

.. ) TanLE 1V
Self-Financing by Autonomous Bodies
(Million Rs.)

197475 1974-75
Budget Rev:sed

WAPDA.. : ,e ve .o 136 74
Railways. . " . oo .. .o .. o ve 0o e (=317 15
CD.A, .. .. . . o . - e aw ’e . 30 47
A XK. Government .- oo . v ”n - . . .. 20 20

Total ., 169 156

5.18 Railway’s earnings have improved as a result of the favourable trends in traffic operations both
passenger and goods. In the case of WAPDA, the additional revenue yield through revision of power rates
was partly offset by lower hydel-power generation due to shortage of water in the rivers. )

Externa! Resources

5.19 The actual inflow of foreign assistance during 1974-75 is estimated at Rs. 9,592 million as against
the original budget provision of Rs. 5,574 million, The increase is attributable to higher availability of non-
project assistance and food aid.

Overall Position

5.20 The revised estimates of resource availability for financing the public sector development expenditure
n 1974-75 are placed at Rs. 9,817 million. The size of the development programme had to be increased
during the course of the year as explained in the chapter on public sector development programme. This

necessitated a recourse to deficit financing to support a part of the increase in ADP. The position regarding
deficit financing is discussed in the chapter on monetary and credit policy.

Financing of ADP, 1975-76

5.21 To implement the Annual Plan for 1975-76 as approved by the National Economic Council, the size
of the public sector development programme for 1975-76 has been fixed at Rs. 13,700 million. At this level,
the A.D.P. is strictly in line with the Government’s policy of non-inflationary mobilization of resources. The
annual development programme will be financed from Rs. 2,200 million of domestic resources and Rs. 11,500
million of foreign assistance. Broad details of the financing are shown in Table V :

TABLE V
Financing of ADP 1975-76

(Million Rs.)
A. Domestic Resources. . . . .. s oo e oo . wo . 2,200
(a) Without new Measures . .o oa os . so .. . on L1142
(i) Federal Government I om cs e ve e v 28 .o 783

(”) Proviﬂces . vo se 09 . e LY .a 'Y a0 L
(l‘”) Autonomous Bodies .. °s oo 3 oo »e oe .8 LY 359
(b) NewFiscalMeﬂBnl'% .o 56 s on .o s ca 90 a0 e an
(‘) Tax Measures .. ve o0 o o e oe LX . ae 126
@) PricingofServicm ve e o .. [X] 'Y sa .o ne 475
(iii) Relief to Government Servants .. - s . . v . o (—)269
(iv) Expansion of Utility Stores Facility oo .. . oo e .. .o ) 20
(c) Mobilisation of additional non-inflationary resources . . o . . . 746
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B. External Resources . . . e .. ve . . .. . . .. 11,500
(a) Project Aid .. . . Ve o . ‘e . .o 3,546
(b) Commodity Aid e . . .o oo e e s .. . 2,370
{(¢) Cash Loans .. " so o en .. o - . e .. 4,442
(d) Food Aid ., as .o oo ) ' LX) .o, ‘ve " .o e 1,142
C. Total Financing .. oo oo 0o aa .o .o .o .o oo . 13,700

5.22 Annexure I indicates broad details of the estimates for 1975-76 a.s"‘compared to the estimates for the
previous year. These estimates are discussed in the following paragraphs..

Révem_le Receipis of the Federal Government

5.23 At Rs. 13,688 million, the gross tax receipts of the Federal Governtient for 1975-76 at 1974-75 rates
would be higher by Rs. 2,537 million as compared to the revisgd estimates for.1974-75.. Collections of federal
excise duties alone are estimated to improve by Rs. 1,030 million due mainly to the full year’s impact of price
increases of sugar and. vegetable products, which have been-absorbed into excise duty. The revenue yield
from surcharges which are also of the nature of minor taxes is expected to improve by Rs. 199 million due
mainly to the increase in prices of gas supply and certain POL products. Other increases in tax receipts are

" based on the continuance of a liberal import policy, better export.prospects and normal growth in the economy.

5.24 The non-tax receipis for 1975-76 indicaie an improvement of Rs. 185 million over the revised estimates
for 1974-75. 'This is based on increased recoveries of interest and return on investments from various agencies
and larger surplus profits of the State Bank of Pakistan, partly counterbalanced by a decrease in trading profits
on export of rice due to the general recession in international market.

5,25 In accordance with the recommendations of the National Finance Commission, the Provincial share
in federal taxes during 1975-76 will be about Rs. 1000 million more than the amount payable under the previous
arrangements. [Exclusive of the revenue assignments to the Provinces, the net revenue receipts of the Federal
Government during 1975-76 are estimated at Rs. 14,926 million without the effect of new tax measures.

Non-Development Revenue Expenditure

5.26 Excluding the effect of relief to government servants and expansion of utility stores facilities, the
non-development revenue expenditure of the Federal Government for 1975-76 is estimated at Rs. 14,247 million
as against Rs. 14,477 million provided in the revised estimates for 1974-75. Defence, debt servicing and sub-
sidies account for 82.2 per cent of the total expenditure in 1975-76. Expenditure on subsidies is estimated
to come down from Rs. 3,018 million in 1974-75 to Rs. 1,597 million during 1975-76 as a result of the adjust-
ments in the prices of wheat and vegstable ghee made during 1974-75 as well as a fall in the price of wheat
in the international market. The requirements for Defence are estimated to be higher by Rs. 733 miilion
than the revised estimates for 1974-75. Debt Servicing would claim Rs. 3,087 million as against Rs. 2,545 million,
in the revised estimates for 1974-75. This does not take into account the repayment of short term food credits
which is being charged direct to the capital account. The expenditure of administrative and development
departments and other miscellaneous expenses will increase by 9.6 per cent over the revised estimates for 1974-
75 on account of normal pay increases and miscellancous requirements of various departments. Grants-in-
aid to the Provincial Governments amounting to Rs. 208 million reflect the special annual subventions of
Rs. 100 million and Rs. 50 million allowed to the Provinces of N.W.F.P. and Baluchistan respectively on
the recommendations of the National Finance Commission and othe r non-development grants made to the
Provinces io mset specific expenditure.

Net Capital Receipts

5.27 The total-foreign-debtrepayment liability arisingTuring:each financial year was previously met in the
capital account through transfers from the current.revenues. This transfer will now be confined to debt re-
payment of liong-te_gg:x foreign loans only. A The repayment.of short term food credits amounting to Rs. 1,384
million has “aceordingly, been charged in full direct to the capital account. This factor mainly accounts for
the decline ia the net capital receipts of the Federal Government which are estimated at Rs. 104 million for
1975-76 as against Rs. 1320. million provided in the original budget for 1974-75, -

Contribution’ of Provinces 3 )

€o e e «s

5.28. Tbe revenue receipts of the Provincial Governments have improved as a result of an increase both
in the tax assignments by the Federal Government and the collections of Provincial taxes.. The resource
position of the Provinces also improved after the write off of their debts by the Federal Government. - On the
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other hand, there has been a substantial increase in the non-development expenditure of the Provincial Govern-
ments. The main factors responsible for the increase in expenditure are the rising liability of social service
particylarly education and health, and increased expenditures on acministrative departments necessitated
to strengthen the civil administration and to maintain the law and order situation in the Provinces,

5.29. Despite the constraints mentioned above, all Provincial Governments have made £ross provisions
for their A.D.Ps which are larger than the federal financing.  All Provinces have announced new fiscal measures
which have been explained subsequently in this chapter. As a result, every Province except N.W.F.P., woutd
be able to finance additional amounts for its A.D.P. over and above the programme to be financed from the
Federal Government.

Autonomous Bedies

5.30. Excluding the effect of revision of pricing of services, the self-financing effort of the autonomous
bodies for their development programmes for 1975-76 is Rs. 358 million as compared to Rs. 156 million in
the revised estimates for 1974-75. The increase in rates is estimated to provide an additional revenue of
Rs. 330 million as a result of which the self-financing by these bodies is Iikely to increase to Rs. 689
million. Details are shown in Table VL.

TaBLE VI

Self-Financing by Autonomous Bodies

(Million Rs.)

1975-76 1975-76
1974.75 1974-75 Budget Budget

Budget Revised (Without  (Including
new meas- new meas-

ures) ures)

WAPDA.. . .. . .. .. . . 136 74 50 240
Railways. . .. .. . v . .. o (=17 13 177 307
BIM Corporations .- .. . .. . . - - 77 77
CDA. .. .. .. .. .. . .- . 30 47 40 40
A.K. Government. . .. .. .. o .. .. 20 20 15 15
PTC. .. . .. . .. .. . . — — —_— 10
Total .. 169 156 359 689

5.31. The return on investments made in the projects of WAPDA and Railways has not been adequate
in the past. The financial operations of both agencies during the past few years show a greater increase in
their operational expenditures than in receipts. The operational expenses have been rising due to several
factors including the impact of devaluation, increase in the cost of fuel and raw materials, higher depreciation
charges and periodic wage increases. However, keeping in view the necessity of an adjustment to the new
situafion by these bodies, corrective action has been _initiated by increases in their tariff, Increased
attention is also being paid to provide for balancing investments. As a result of these remedial
measures, the existing returns on investment are reflecting considerable improvement. It is however, desirable
that these enterprises should make larger contributions to the national exchequer in return for the capital
resources provided to them by the Government.

5.32. The public sector in the industrial field now encompasses all basic industries, old as well as new,
such as chemicals, engineering, automobile, cement, fertilizer and oil refining. The nationalised industries
together with the units under PIDC have been grouped under eight holding corporations for better coordina-
tion and smooth functioning. Technical advisory services to the State Enterprises are being provided by the
National Design and Industrial Services Corporation. The performance of the various corporations displays
a marked diversity but, on the aggregate, their reserves and surpluses are showing an upward trend. Net
profits before tax of all State Enterprises during 1974-75 are estimated at Rs. 254 million showing an increase
of about Rs. 80 miilion over the profits in 1973-74. Nevertheless, it is necessary to further improve the produc-
tion efficiency and plant utilisation in order to put these corporations, particularly the less efficient ones on a

sound footing. Moreover larger self-generation by these corporations is essential for implementation of their
heavy investment plans.
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External Resources

5.33. The inflow of foreign assistance duting 1975-76 is estimated at Rs. 11,500 million including Rs. 3,546
million of project assistance, Rs. 6,812 million of non-project aid including cash loans and Rs. 1,142 million
of food aid. Detailed projections and assumptions for adopting these estimates are shown in the chapter
on balance of payments.

NEW FISCAL MEASURES

Federal Government
5,34, The new fiscal measures for 1975-76 are aimed at :

(a) Stepping up the rate of capital formation and investment in order to accelerate the economic
growth of the country ;

(b) Mobilising savings both in the public and private sector ;
(c) Covering the -increased cost of various seivices; and
(d) Providing relief to government servants.

5.35. The specific measures are explained below :—
TAX MEASURES

Income Tax

(a) Family Allowance at the rate of Rs. 750 per dependent child, subject to a2 maximum of Rs. 1,500
has been provided in the case of all tax-payers with incomes not exceeding Rs. 50,000. This will be in ad-
dition to the Personal Allowance and will be allowed with effect from the assessment year 1975-76.

(b) Exemption has been allowed to income derived by any tax-payer between Ist July, 1975 and 30th
June, 1980 from poultry farming, dairy farming, fish catching, cattle and sheep breeding.

(c) Profits earned by companies between Ist July, 1975 and 30th June, 1981 from industrial undertaking
commencing commercial production during the above period have been exempted to the extent of (a) 10 per
cent of capital, if the undertaking is located in Baluchistan, Tribal Areas, Northern Areas and Azad Kashmir
and (b) 5 per cent of capital, if it is located in other areas (excluding the talukas of Karachi and Hyderabad
and t)he Tehsils of Lyallpur and Lahore and such adjoining areas as may be notified by the Federal Govern- -
ment). : .

(d) A special Investment Allowance up to Rs. 10,000 within the overall limit of 30 per cent of total income
‘has been provided for investments made after Ist July, 1975 in approved industrial investment and holding
companies in the public sector or for life insurance.

(e) The existing Special Depreciation Allowance at the rate of 15 per cent has been continued and will
be admissible in respect of new machinery installed in industrial undertakings upto 30th June, 1980.

(f) Companies setting up industrial undertakings beiween Ist July, 1975 and 30th June, 1980 with fixed
ai‘sests costing not more than Rs. 30 lakhs (excluding the cost of land) have been allowed super tax rebate
of 5 per cent.

(2) It has been provided that the Tax credit allowed to companies on investments in equities of new in-
dustrial undertakings will also be admissible in respect of identifiable expansions carried out after Ist July, 1975.

(h) Anexport rebate at the rate of 25 per cent of the tax attributable to income from the export of approved
items made after Ist July, 1975 has been allowed to the manufacturers exporting such goods.

(i) Surcharge on income of jewellers at the rate of 6 per cent will not be levied on those persons whose
income is below the taxable limit of Rs. 12,000.

(j) Co-operative societies (not paying tax at the rates applicable to companies) have been allowed the
benefit of Personal Allowance, Investment Allowance and Earned Income Relief.

(k) The precondition of the payment of 50 per cent of tax before the filing of an appeal before the Income
Tax Appellate Tribunal would be removed.
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Wealth Tax

Exemption from wealth tax admissible in the case of one self-occupied house has been extended to cover
cases where a tax-payer owns only one house which may not be occupied by him for purposes of his own
residence.

Sales Tax
(a) Sales tax on locally produced wood-free writing paper of 55—60 gram per sq. meter has been removed.

(b) Fresh fruit and plywood imported from abroad has been made liable to the normal rate of tax i.e. 20
per cent.

Customs

(a) Regulatory duties levied during 1974-75 have been merged with normal import duties.

(b) Import duty has been raised by 209 on pig iron, cast iron, ferro alloys, iron or steel scrap and ships
for breaking and by 12-1/29% on shot, angular grit, wire pellets, powders, bars, pillings, ingots, blooms,
billets, slabs, sheet bars and coils of iron or sieel and of alloy and high carbon steel.

(©) Import duty has been raised by 209 on copper and copper bars, rods, angles, shapes, sections wires,

plates, sheets, strips, foils, flakes, tubes, pipes, fiitings, rough forgings, castings, master alloys of copper and
enamelled copper wire.

(d) Exemption available to imported writing paper has been defined on the same lines as the exemption
from excise duty available to indigenous paper.

(¢) Imported components of agricultural sprayers used in the local manufacture of sprayers have been
exempted from import duty.

(f) Export duty on raw wool has been abolished.

Federal Excise
(2) Regulatory duty on caustic soda has been converted into normal excise duty.

(b) Regulatory duties on natural gas and scda ash have been merged with the basic rates of duty.

(c) Regulatory duty and the increase in price of sugar have been merged into the basic rate of excise duty.
(d) Increase in the price of vegetable product has been absorbed into excise duty.

(e) Excise duty rates and Surcharge on cigarettes have been substituted by composite rates of excise duty.
(f) Duty on hotels and restaurants has been raised from 10 per cent to 15 per cent of the charges.

Revision of Interest Rates

The interest rate structure of the small saving schemes has been reviewed and the rates of interest suitably
increased. The maximum compound rate of return now stands increased to 13.5 per cent.
Pricing of Services

(2) WAPDA power tariff has been increased by 15 per cent except for domestic consumers.

(b) Telegraph and Telephone charges have been increased by about 20 per cent. Installation charges for

telephones have been doubled. No change has however, been made for inland press telegrams and telex ser-
vices.

(c) Postal rates have been increased in certain cases except for inland letters and post cards, book packets
and registered newspapers.

(d) The licence fees for radios have been increased from Rs. 15 to Rs. 20 per annum and Rs. 30 per
annum for persons having more than one radio set. The licence fee for T.V. has been increased from Rs. 50
to Rs. 75 per annum.

(¢) Railway freight rates have been increased by about-15%.
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Relief to Government Servants

(a), Engineers and incumbents recruited to posts for which the basic minimum qualification is a Master’s
degree in science have been treated at par with doctors and have been allowed five advance increments on re-
cruitment. The same concession will be allowed to all lecturers in grade 17.

(b) The rates of conveyance allowance, house rent allowance, and washing allowance have been enhanced.
(©) The rates of kit allowance and disturbance allowance to defence personnel have been enhanced.

(d) The rates of flying pay for officers of the Pakistan Air Force have been revised. It has also beex pro-
vided that compensation of Rs. 100 thousand and Rs. 50 thousand will be payable to ihe families of comm s-
sioned officers and lower rank officers respectively required to fly or sail in submarines in the case of fatalac-
cident in peace time.

(e) A special allocation of Rs. 20 million has been provided for expansion of the Utility Stores facilities.

Provincial Governments

5.36. The new fiscal measures announced by the Provincial Governments are as follows :—

I. Puniab

(@) Introduction of flat rates for abiana with concessional rates for subsistance land owners and half
rates for cooperative farms. - '

(b) Extension of Urban Immovable Property Tax to cantonment areas.

(¢) Reduction in stamp duty on sale of agricultural land in rural areas from 5 to 3 per cent and on trans-
actions in the nature of * Tamleek ”, partition or exchange from 5 to one per cent.

II. Sind

(@) Enhancement of Cotton fee from Re. 1.00 to Rs. 1.50 per maund.

(b) Levy of a fee on paddy at the rate of 25 paisa per maund.

(¢) Rationalisation of entertainment duty and abolition of welfare cess.

(d) Revision of the rates of stamp duty of some items by about 25 per cent.

(¢) Rationalisation of the basis for the levy of betterment tax from covered area to annual gross rental
value of commercial and industrial properties. :

(f) Rationalistion of the tax on trades, professions, callings and employment.

(g) Extension of the Entertainment Duty Act to night clubs, hotels and clubs providing cabaret or drinks
as a precondition to entry to such places.

(%) Increase in the rates of the renewal fee for  off ° alcohol liquor shops from Rs. 3,000 per annum to
Rs. 10,000 per annum.

(i) Levy of a tax of 25 paisa per square yard on vacant residential plots and of 50 paisa per square yard
on vacant commercial and industrial plots. Residential plots of 599 square yards are exempted
from the levy.

(j) Enhancement of betting tax from 12.5% to 20%.

(k) Reduction in the rates of court fee on certain items.

) l%x’i‘énslig%of the tax holiday for new construction of residential buildings for three years from the 1st
uly, .

() Reduction in the licence fee of cinemas specially for low income cinemas.

III. N.W.F.P.

(a) Levy of a collection fee at the rate of Rs. 200 a seer of raw opium and Rs. 10 a maund of poppy
heads.

(b 1le'ntpi)sition of a development cess of 10 per cent on first class hotels and 5 per cent on second class
otels.

(c) Increase in entertainment tax from 50 per cent and 75 per cent of the value of ticket i th
lower and upper class cinema tickets to 75 per cent and 100 per cent respectively. 1 the case of
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(d) Increase in licence fees for authorised foodgrain dealers at the rate of Rs. 1,000 in the case of flour
mills and Rs. 25 in other cases.

. {e) Withdrawal of powers to the Excise and Taxation staff for grant of exemptions from road tax.
v Balachistan
(@) Increase of 159, on the development cess on all assessed lands in the Province.

(6) Enhancement of tax under Motor Vehicles Act for vehicles with a maximum laden capacity of -4,480
Ibs. to a laden capacity of 17,920 1bs.

{©) Levy of a nominal cess for fruits taken out of Baluchistan.

) (d) Incréase in the rates of royalty for coal from Rs. 3.50 per ton to Rs. 7.00 pér ton and for oynex
marble from Rs. 20 per ton to Rs. 50 per ton. :

Share of Tax Revenue in GNP

5.37. The new taxation measures described above have been taken in harmony with the long-term strategy
of .raising Government’s share of tax revenue in GNP to finance an increasingly larger part of public sector
development expenditure from domestic resources. Inclusive of the yield from new taxes during 1975-76,
thé overall tax receipts will be capturing more than 14 per cent of GNP during 1975-76 as against about 12.6
per cent during 1974-75. It may be pointed out in this connection that in spite of heavy dozes of additional
taxation in the past, the tax receipts have remained a little over 12 per cent of the GNP during the years 1968-
69 to 1973-74. T

Overall Position

* 5.38. The tax measures and pricing of services will improve the resources of the federal government and
antonomous bodies by Rs. 601 million. Taking into account the concessions allowed to government servants
and the allocation for utility stores facilities, the net effect will be an improvement of Rs. 312 million. This
would still leave a gap-of Rs. 746 million for financing the development programme of Rs. 13,700 million.
The gap would be met by mobilisation of non-inflationary resources. Improved collections of tax revenue by
taking measures to check evasion, increased profits of the public enterprises and higher yield from the proceeds

of small saving schemes form the major elements of policy for bridging the resource gap. The entire ADP for
1975-76 is thus expected to be financed from non-inflationary resources.
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Apnexure

FINANCING OF PUBLIC SECTOR DEVELOPMENT EXPENDITURE
' (Million Rupees.)

197475 197475 . 1975-76
Budget Revised Budget

A. DOMESTIC RESOURCES

(a) Federal Govérnment : : - 3
1. Revenue Receipts (Gress) .. .. .. .. .. .. 13,242 14,526 17,248 .
@ Tax Receipts . .. .. .. .. . .. .. 10,079 11,151 13,688
Import Duties .. .. .. .. .. . .. 2,565 3,565 - 4,565
Bxport Duties .. . . .. .. .. .. 2,428 1,160 1,215 R
Federal Excise .. . . .. .. e .. 3,000 3,450 4,480
- Taxes on Income .. . e . . 1,045 1,250 1,300
Sales Tex .. . e .. .. . 697 1,050 1,250
Other Taxes .. . .. .. . .. .. 61 69 72
Sorcharges .. . .. . . . . 283 607 . 806
(if) Non-Tax Receipts . .. . .. .. .. 3,163 3375 - 3,560
Initerest Receipts .. . . . .. . 1,064 1,059 1,423
Post Officeand T & T .. .. .. . . .. 138 94 10i 3y
Curréncy and Mint .. .. .. . .. .. 181 240 363
Defence Services .. .. .. .. .x .. 200 339 346
Trading Profits .. .. . . . . . 1,21 1,232 923
Others .. .. .. .. . . . 309 411 403
Less-Provincial Share and Payment to A. K. Government .. .. .. 1,150 1,404 2,322
Net Revenue Receipts . .o Ve e .. .- 12,092 13,122 14,926
2. Non-Development Revenue Expenditure .. .. . .. 10,974 14,477 14,247
Defence . . .. .. . . 5,953 6,294 7,027
Debt Services .. . . .. . .. . 2,061 2,545 3,087
(Internal) . .- .. e - . .. (866) (861) 922) e
(External) . . . - .. .. .. (1,195) (1,684) (2,165)
Subsidies . .. . .. . .. e 723 3,018 1,597
Administrative Departments .. . . .. .. 1,128 1,348 1,534 -
Development Departments e .e e e .o 404 377 462
Grants to Provinces e . .o . .. .o 390 496 208
-
Others .. . .. .. . . .. 315 399 332
3. Reveaue Surplus .o - . .. . . . 1,118 (1,355 679




1974-75 1974-75 1975-17¢

Budget Revised Budget

4, Net Capital Receipts 1,320 1,424 104

s (® Capital Receipts. . 2,385 2,603 1,900
Small Savings 942 79 894

) Recoveries of Loans 495 550 512
Reserve Funds (Net) 119 419 72

Compensation Bonds 828 607 134

* Others 1 231 288
(i) Capital Payments 1,065 1,179 1,79

Non-Development Loans 45 64 36

Investment in taken over industries 830 608 134

Repayment of Food Credits — 275 1,383

Partition Debt .. 70 — 70

Miscellancous Investments 95 204 120

Other Expenditure 25 28 53

' Total—Federal Government (3 +4) 2,438 69 783

(b) Sclf-Financing by Autonomous Bodies 169 156 359

WAFPDA 136 74 50

Railways (17 15 177

BIM Corporations .. — — 77

CDA. .. 30 47 40

A. K. Government and others 20 20 15

Total Federal Government and Autonomous Bodies 2,607 225 1,142

(c) Effect of New Fiscal Measures — — 312

{d) Mobilisation of additional non-inflationary resources — — 746

® (¢) Gap between Development Expenditure and Resources 319 950 —
Total Domestic Resources 2,926 1,175 2,197

B. EXTERNAL RESOURCES 5,574 9,592 11,500

(2) Project Assistance 1,737 1,722 3,546

. () Indus Basin 90 90 30
) (i) Others 1,647 1,632 3,516
(b) Non-Project Assistance including cash loans 3,578 5,561 6,812

(c) Feod Ald .. .. . 259 2,309 1,142

- Total Fizancing 8,500 13,700

10,767
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CHAPTER 6
SEMI-PUBLIC SECTOR INVESTMENT

The scope of Public sector activity in the economy has expanded in recent years. The expansion is largely
in areas where management on commercial lines is required. There is a distinct trend towards entrusting
these functions to specially constituted autonomous bodies and public sector corporations. The financing
pattern of these corporations is mixed. A part of their invesiment programmes is financed from loans from
Federal Government budgst resources and is reflected in the Annual Development Programme. The corpora-
tions do alsc provide a part of financing from their retained earnings and supplement it by equity capita
and debentures or direct borrowing from the capital and maoney markets. There are some corporations
which do not obtain any financing from A.D.P. and meet iotal investment requirements from their own re-
sources and borrowing from national and international institutions.

6.2. The scmi-Public Sector investment covered in this chapter is that part of the total investment
by the agencies concerned which is proposed to be financed from funds outside the A.D.P.

6.3. According to preliminary estimates, out of the total estimated investiment of Rs. 17,450 million 1;1
1974-75, the share of semi-public sector is estimated at Rs. 1,138 million as against the respective projection of
Rs. 1,500 million for 1974-75. Major shortfalls were experienced in such organizations as Nationa] Shipping
Corporations, and the Road Transport Corporations in the Punjab and Sind, Karachi Electric Supply
Corporation and PIAC.

6.4. A programme of Rs. 1573 million is proposed for this sector in 1975-76 with break-down as given in
Table I. If part of the BIM and Provincial Industrial Boards programmes, which are to be financed from
outside ADP sources to the extent of about Rs. 1127 million, are included in this sector, its total investment
would amount to Rs. 2,700 million during 1975-76.

TABLE-1

Semi-Public Sector Investmens

(Million Rs.)

197475 197596
Estimated  Programe

Investment
1. Karachi Port Trust (KPT) . . .. .o .. e oo . 42 182
2. National Shipping Corporation (INSC) . . . oo oo o 4 s
3. Pakistan International Airlines Corporation (PTAC) - e e e .. 341 80
4. Karachi Electric Supply Corporation (KESC) .. .o . 225 210
5. Sui Northern Gas Pipelines Ltd. (SNGPL) . - .. .. e . 74 360
6. Sui Gas Transmission Company Ltd. (SGTCL) .. .. .. .o . .. 191 160
7. Indus Gas Company .. . .. .. .. .. .. . 21 29
8. Karachi Gas Company .. .. . . .. . . . 27 34
9. Road Transport Corporations (RTC) .. .. .. . .. .. .. 183 313
SubTotal .. .. 1138 1sm
10. PJX Boards .. — 200
11, BIM Investment . . .o o .. . e 82 937
Granp ToraL. . en 1,220 3’.700"‘*

6.5. PIA, KESC and the Gas Companies had indicated substantially larger invesimeni programimes
for 1975-76. But in view of the present status of their respective projects and the amount of likely availability
foreign exchange provided for them in the budget for 1975-76, appropriate adjustments had to be made.
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(Detajls of the likely disbursements of foreign aid and the implied implementation of each project in 1975-76
are given in Annexure I). A summary description of the major projects under each agency is given in the
subsequent paragraphs while a coordinated view of the programme is available in each secioral chapter.

KPT

6.6. The Karachi Port Trust finances its entire investment from furnds outside the A.D.P. Iihas envisaged
an investment of Rs. 182 million during 1975-76 as against an estimated expenditure of Rs. 42 million in 1974-75.
During 1975-76, work on the KPT’s sscond, third, fourth and fifth projects periaining io the construction
of additional berihs and of oil terminals will be continued. The eniire amount of foreign exchange of
Rs. 100 million has been commiited by the IDA. Local currency requirements of Rs. 82 million wiil be
financed from XPT’s own resources.

N.SCC‘

6.7. An investment of Rs. 5 million in foreign exchange is proposed for the National Shipping Corporation
during 1975-76 against an expenditure of Rs, 34 miltion during 1974-75. The foreign exchange will be financed
from suppliers’ credit. Provision made for 1975-76 is much smaller than preposed by ths Corporaticn.
This is in accordance with the past experience and also in the light of prospects of purchase of tankers during
1975-76 at substaniially low prices.

PIAC

6.8. PIA Corporation had prepared a programme of about Rs. 513 millicn with a foreign exchange com-
ponent of Rs. 241 million for 1975-76. During 1974-75, the P.L.A.C. incurred an expenditure cf Rs. 341.0
million, including part payment for the purchase of one wide-bodied aircraft. Substantial work on con-
struction of hanger for wide-bodied aircraft will be compleied at Karachi. Ancther scheme for purchase

of 3 wide-bodied aircrafts is still under preparation. In view of the phasing of buying new aircrafi, an ex-
penditure of Rs. 80 million has been provided for PIAC’s total programme for 1975-76.

KESC and Gas Companies

6.9. KESC had prepared a programme of Rs. 619 million with a foreign exchange corzponent cf Rs.
413 million for 1975-76 compared to an estimated investment of Rs. 341 million during 1974-75. The foreign
exchange component will be arranged through loans from IBRD, ADB and US-AID. An invesiment pro-
gramme of Rs. 1,198 million (foreign exchange component Rs. 653 million) was prepared by the four gas
companies, namely Sui Northern Gas Pipzline Company, Sui Gas Transmission Company, the Indus Gas
company and Karachi Gas Company for 1975-76 compared to an investment of Rs. 313 million in 1974-75.
In the budget estimates of foreign assistance in 1974-75, the likely disbursemsnt shown against these four
companies adds vp to Rs. 413 million. On this basis, the likely implementation of their respective pre-

ammes have been adjusied. The total investment during 1975-76 is thus projecied at Rs. 784! million
y these four gas companies.

RTCs

6.10. The RTCs are expecied to invest Rs. 313 million during 1973-76 against an estimated expenditure
of Rs. 183 1:535’]7]%011 in the preceding year. These corporations are expected to add a iotal of 2,920 new buses
during 1975-76.

BIM, Investment

6.11. The BIM has envisaged an investment of Rs. 1,0422 million outside the ADP. Some of the
important industries whose investment is likely to be financed from non-ADP sources shall be executed by
corporations like Steel Mills Corporation, Mational Fertilizer Corporation, Federal Light-Engineering Cor-
poration, Federal Chemical and Ceramics Corporation, Automobile Corporation of Pakistan, State Cement
Corporation, Pakistan Industrial Development Corporation, etc. In addition, the Provincial Industrial/
Management Boards/Development Authorities also envisage an investment of Rs. 304 million outside the ADP.

6.12. In visw of the possible shortfall in the execution of these projects, actual investment outside the
ADP has been assumed at Rs. 1,127 million Rs. 927 million for the BIM indusiries and Rs. 200 million
for the Provincial Industrial/Management Boards/Development Authorities. The foreign aid likely to be
available for financing these investments has been placed at Rs. 526 million. Of the balance, Rs. 61 million
is likely to be made available by these corporations from their own resources, Rs. 150 million by NDFC and
the balance of Rs. 390 tillion by cominercial banks. :

1 Excludes ADP allocation for SNGPL—Rs. 110 million and for SGTC—Rs. 130 million as Government equity.
¢ Inciudes Ra. 16.2 million for FATADC and Rs, 62.3 million for AKMIDC.
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Armnexure I
ORIy c
BROAD DETAILS OF AGENCY-WISE FINANCING OF SEMI-PUBLIC SECTOR DURING 1975-76

(Million Rs.)
1975-76
Likely Local
$.No. Agency/Corporation foreign Financing Totai (3+-4)
. Exchange
$- Disburse-
ment
1. Karachi Port Trust (KPT) . .. . .. .. .. 100.00 82.0 182.0
(a) Third Project of Karachi Port .. .. . .. . .. (30.0) — —_
(b) Fourth Project of Karachi Port .. .. . .. .. (70.0) — —
* 2. National Shipping Corporation (NSC) .. .. .. . .. 5.0 — 5.0
3. Pakistan International Airlines Corporation (PIAC) .. . . .. 30.0 50.0 20.0
4. Road Transport Corporations . .. .. .o . . — 313.0 313.0
5. Karachi Electric Supply Corporation (KESC) . .. . . 142.0 68.0 210.0
(a) Fourth Unit Korangi Power Station .. .. . . .. (53.0) —_— —
() Expansion of Transmission and Distribution System .. .. .. (79.0) —_ —
(c) 100 MW Gas Pipeline Ltd. .. .. .. .. .. . (10.0) —_ —
6. Sui Northern Gas Pipeline Ltd. .. .. .. e .. 230.0 130.0 260.0
M 7. Sui Gas Transmission Company Ltd. .. .. .. . . 178.0 182.0 2366.0
8. Indus Gas Company . . . . .. . - 29.0 29.0
9. Karachi Gas Company .. oo .e .. .. . .e 5.0 29.0 34,0
10. National Refinery Ltd, Karachi (Expansion) .. . I .. . 70.0 —_ 70.0
Toal .. 760.0 908.0 1,643.0
-
-
—
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CHAPTER 7
PRIVATE INVESTMENT'

Private investment had been the primary instrument for implementation of investment policy in Pakistan
during the fifties and sixties. Specially in the industrial sector powerful incentive measures were adopted to
encourage private investment. Public investment in industry in West Pakistan was mainly of a pioneering and
promotional nature and, in some cases, industrial projects developed in the public sector were later transferred to

§- the private sector. The rapid growth of private sector industrial investment in the sixties was based largely
' on subsidy implicit in the over-valued exchange rate and was not related to the long-term profitability of the
, ventures. The society had to bear a high cost for such industrialization in terms of distortionsin the economy,
emergence of high cost industries, under utilization of capacity and above all a high degree of concentration of

economic power.

7.2. Economic reforms introduced by the present Government sought to change this pattern by :
(@) Nationalization of basic industries ;
(b) Promotion and development of new projects in basic industries in the public sector ;

(¢) Abelition of the Managing Agency System, thus democratizing the company management and making
it more directly responsible to the share-holders, and

(d) Exchange rate adjustment along with the changes in fiscal incentives to ensure that future indus-
trialization would be in response to economic needs of the country.

7.3. The private sector has been adjusting to the changed environment in which it has to operate. This
involves a new socio-political environment as well as altered economic framework. There were certain obvious
questions in the minds of large-sized private investors regarding their future role and acceptability. Policy

. statements from the Government have clarified the position and a framework of mixed economy has started

ke taking shape. Further clarification of various points would emerge with experience and in dealing with specific

measures. For the present, it appears that a basis is now available on which private sector has started partici-
pating actively in investment activity in large scale industry.

7.4. Private investment has, however, been slow to revive in the large-scale industrial sector for a number
of reasons :

(?) The present Government has established a social framework in which it is not willing to go back to
the policies of earlicr period which provided disproportionate gains to investors and thus create an
artificial investment demand. A revival of private sector investment boom on such an artificial
support is not desirable.

(#) Industrial investment has to proceed on a much greater degree of competition in the home and export
markets at the new exchange rate and liberal import policy. This favours export industries in pre-
ference to industries based on sheltered home market.

(iii) The cost of new industrial projects has increased as a result of devaluation and world-wide inflation
n affecting the foreign exchange cost of imported machinery.

(iv) The saving potential of industry presently under private ownership is less than in the period when
industrial assets located in East Pakistan as well as industries now nationalized were under private
confroL

(v) The new investment is finding outlet more in small and medium-sized industries both because of
limitation imposed by cost as also because of relative profitability.

. (vi) World recession in cotton textile temporarily subdued investment demand.

7.5. The significant development is that a more genuine and soundly-based investment demand from the
private sector is now reflected in the slow and gradual recovery in investment figures. The revival is likely to
gain momentum after the world recovery from recession registers its full impact.

7.6. In the meantime, private investment in all sectors other than large-scale industry has been increasing
quite rapidly. The increases are substantial enough in money terms to indicate a significant growth in real
investment. The increase is particularly noticeable in agriculture, road transport and housing.

A 7.7. Planning Commission had constituted an Inter Ministerial Experts’ Group under the Chairmanship
' of the Managing Director, Investment Corporation of Pakistan, to provide, among other things, a review of
private investment in the past.  Sector-wise estimates of private investment for the period 1969/70 to 197475

prepared by the Group are reproduced in Table L
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TasLe 1
Private Investment by Sectors (at 1969/70 prices)
(Million Rupees )
1969/70 1970/71 1971172 1972473 1973/74 1974/75
1. Agriculture .. . . ‘e 476 407 466 336 454 511
2. Manufacturing . .o .o 1396 1360 1053 596 399 523
Large Scale .. . . .o (1208) (1167) (864) (429) (250) (349)
Small Scale .. e oo oo (188) (193) 189 (167 (149) 174)
3. Transport .. .. e oo 515 515 588 569 735 889
4. Ownership of dwellings oo .o 502 537 566 472 417 556
5. Others .o .o oo . 604 576 561 1110 926 854
Total oo 3493 3395 3234 3083 2931 3333

7.8. Industrial investment declined continuously from 1969/70 to 1973/74.  As may be seen in Annexure
1, the industrial investment at Rs. 576 million in 1973/74 was less than half the level in 1969/70 even in money
terms. The Annexure I translates these ‘f_igures in a constant price series and shows that real investment in
1973/74 was almosi 20 pet cent of the level in 1969/70. In 1974/75, however, recovery started as indicated by
the significant increase in industrial investment in that year. Industrial investment in any particular year is
the result of investment decisions made in the preceding years. Investment level had been declining until
1973/74, while investment decisions reflected in applications for new projects and loans from financing institut-
jons had indicated a new positive interest. The figures for 1974/75 only partly show the result of this change.
Larger increase can be expected in 1975/76 based on an assessment of commitments already made. The in-
vestment climate has been further strengthened by measures for encouraging private investment announced

with the budgets for 1974/75 and 1975/76.

- 729, Notable increases were experienced by sectors like transport, agriculture, housing and others result-
ing from deliberate policies of the Government regarding those sectors of the economy which absorb large
proportions of the labour force. Total private investment in 1974/75, is thus, estimated to be about the

same level as in 1969/70 in real terms.

7.10. According to the Report of the Working Group on Private Investment referred to in earlier para-
graphs, total private investment including that part of investment in BIM industries which had been financed
from the sources outside the ADP, during the period 1970—75 (in terms of current prices) is tentatively
estimaied at Rs. 21,355 million. This compared with Rs. 15,729 million actually realized during the period
1965—70. Since there has been an escalation in investment cost to the extent of nearly 80 per cent during
1970—75 compared with about 37 per cent in the entire Third Plan period, in real terms, private investment
was actually lower than during the Third Plan. A comparison of the likely achievement of the private
investment sector during the period 1965—70 and 1970—75 is presented in Table IL

TaBLE II
Privaie Investment by Major Economic Sectors
(Million Rupees)
Third Plan ~ 1970--75
1965—170
1, Current Price Estimates 1

1. Agriculture .. . - oo .o 0o . . oo 1798 3698
2, Large-scale Manufacturin . oo . oo oo . ve 5244 4425
3. BIM Industries . oo e . o . .o e * 241
4. Small-scale Manufacturing oo ve e oo . . . 838 1402
5. Transport and Communications . . . .o . . 2198 4915
6. Ownership of Dwellings . . oo oo . oo 0o 2722 3358
7. Services . s e .o . oo oo oo 0o 1698 2260
8. Others .. .o . . oo oo oo . . 1231 1056
Total (1—8) 15729 21355

IL Constant Price Estimates (at 1959—60 prices) . .o . e e 12103 10898

#The element of BIM investment is included in Rs. 5244 million before nationalization.
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7.11. As is shown in Table II private investment in real terms declined by about 10 per cent during the
period 1970—75 compared to the Third Plan period. Private investment attained its peak level in 1964/65
In real terms. Despite some recovery in 1974/75 private sector investment in the year 1974/75 would be about
24 per cent less than in 1964/65. The decline partly reflects the enlarged role of public sector which has en-
tered into some areas where investment was previously entirely be private sector. ~ Public sector investment
has successfully increased. Private sector investment in 1974/75 was 29,8 per cent of gross domestic invest-
ment In the country, compared to 53.7 per cent in 1964-65.

Private Investment during 1975-76

7.12. A target of Rs. 6,400 million is proposed for private investment during 1975-76. This would
mean an increase of over 10 per cent in investment over the preceding year 1974/75. The target for private
Investment is in the nature of an estimate of likely out come of policies being followed. I is not setting a limit.
Larger invesiment in certain sectors may be possible. The sector-wise distribution of private investment during

1974/75 and 1975/76 is given in Table III.

TaBLE III
Sector-wise Distribution of Private Investment during 1974/75 and 1975/76
(Million Rupees)
Percentage
Sector 1974715 197576 increase/
decrease
Agriculiure .. . e oo oo .o oo oo .o 1150 1450 + 26.1
Large Scale Indusiry .. . .o oo .e ae .o .. 900 i100 +22.2
Small Scale Industry .. . .. .. .. . .. 400 500 +25.0
Transport and Communications e oo oo oo oo oo 1500 1400 — 6.7
Housing .. . . v v . . . .. 1000 1100 +10.0
Others .e oo .o oo . oo oo e .. 850 850 —_
Tntal . 5800 6400 +10.3

*Excludes BIM Industries.

7.13.  The private investment target for 1975-76 is based on the potential of demand as currently shown
by the major economic sectors. For instance, taking into account the number of applications for the purpose
of tractors pending with the Agricultural Development Bank, the need for replacement of oid tractors and the
purchase of new ones are treated as the main factor determining capital formati011 in the Agricultural sector.
Import policy provides for import of 15,000 tractors required to achieve this target. Similaily, in the field
of Manufacturing sector the major indicators are :

(@) Outstanding letters of credit with IDBP and PICIC which are broadly used as the basis for likely
disbursements in the following year leading to a certain level of investment in that year ; and

(b) Sanctions for new units or for expansion of existing ones through the Department of Investment
Promotion and Supplies. -

7.14. Brief description of physical targets and proposed investment during 1975-76 in the two major
sectors is given below :

Agriculture

7.15. Capital formation in the Agricultural Sector mainly takes the form of increased use of tractors and
tubewells. The Annual Plan for 1974/75 envisaged a target of 10,000 new tractors and a similar number of
tubewells. The target of tractors was fully met while that of tubewells exceeded including replacements.
Tentative estimates of the new ones and those replaced during 1974/75 and the targets for 1975/76 are given
Ppelow : .
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TABLE 1V

Targets and Achievements of Tractors and Tubewells during 1974/75 and Targets for 1975/76.

Jtem Unit 197415 1975/76
Targst  Achievement Target
Tmctofs :
(a) New No. 4,000 15,000
(b) Replacement . o . .. . . » 10,000 6,000
Tubewells :
() New ‘e . .. .. .. .. .. » 5,000 7,000
» 10,000 7,000 8,000

(b) Replacement

7.16. The main components of investment in the Agricultural Sector during 1975/76 compared to the ’

estimated investment realized during 1974/75 are as follows :
TABLE V

Private Investment in Agricultural Sector during 1974-75 and Target for 1975-76.
{Million Rupess)

1974/75 1975/16

tem (Bstimated (T:

arget
Actual) g0
(i) Tractors 520 780*
(ii) Tubewells 216 270*

(iii) other

(a) Monetized .o .o oe Y oo 'Y} eo T 214 150
) (b) Non-monetized .o e ce X .o .o °c .o x) 200 250

Total . 1150 1450

*Average tractor price was Rs. 52,000 in 1974/75 and has been assumed to be the same in 1975/76. A private tubewells is
estimated to cost Rs. 18,000,

Large-Scale Manufacturing

7.17. The target for investment in the large-scale manufacturing sector is based on the performance of
foreign loan disbursements through PICIC and IDBP and other investments which are expected to take place
through sanctions made by the Department of Investment Promotion and Supplies. On the basis of the latest
information, the letters of credit outstanding regarding foreign loans through PICIC and IDBP, foreign
loan utilization in the private sector through these two institutions during 1975/76 adds upto Rs. 500
million—Rs. 320 million by PICIC and Rs. 180 million by IDBP. The rupee requirements for utilization
of these loans are estimated at Rs. 450 million.

7.18. The utilization of existing sanctions under R.I., NRI, foreign private loans and PAYE Scheme add

upto Rs. 160 million. The foreign aid utilization for Fauji Fertilizer Project during 1975-76 is currently
estimated at Rs. 113 million. The rupee requirements for this project would be around Rs. 77 million. Thus,
on the basis of above analysis, private investment in the large-scale manufacturing sector during 1975-76
would be around Rs. 1,300 million. However, in view of the possibility of shortfall in the foreign loan dis-
bursements by PICIC and IDBP with consequential decrease in rupee requirements, private investment in large-
scale manufacturing sector has been placed at Rs. 1,100 million—Rs. 600 million as foreign loans and Rs. 500
million as local currency.

44




Small Scale Manufacturing

7.19. The Group noted that the small industry sector was highly disorganized, lacked coordination in
‘matters of definition of * simall  industry and thus remained outside the scope of appropriate Government
policy. It was reported that no uniform ceiling of the capital cost of a small establishment existed. There
are, however, broad indications of increased investment in small industries. There is, for instance, a substantial
rise in the flow of funds into this sector through such institutions as the People’s Finance Corporation, IDBP
small industries loans, Department of Investment Promotion and Supplies (repatriable and non-repatriable
investment). Although no exact information is presently available on the number of looms operating in the
non-mill sector of the textile industries, there would have been a sizeable growth in the number of power looms
as indicated by over 139 increase in the cloth production of this sector during 1974/75 over 1973/74. . Simi-
‘larly, sizeable growth in the export of products of the small industry sector like carpets, rugs etc. during the
last couple of years is pointing toward increased investment in this sector. Large part of the building materials
like bricks, cement/sand blocks, electrical and other fittings used in coustruction is supplied by the small
industrial units. In view of the large increase in construction activity (see section on Housing), a similar in-
crease is obviously taking place in investment of the small units supplying the above-mentioned materials.
A survey of industrial investment based particularly on the locally fabricated machinery currently under way
is expected to provide more accurate information on the investment activity of this sector. An investment
of Rs. 500 million is proposed during 1975/76.

Road Transport

7.20. According to available information, the targets of capital expenditures on road transport
vehicles like buses and trucks during 1974/75 will not be met in full. There has been substantial shortfall in
the utilization of foreign exchange provided in the Foreign Exchange budget of 1974/75. for the import of
10,000 trucks and 1,500 buses for the private sector,

7.21. Total requirements of trucks and buses during 1975/76 is estimated at 7,000 and 2,000 respec-
tively. Existing capacity for the manufacture of these vehicles is as follows :

National Motors Ltd. .. .o cs ec ¢s oo s o so .e 500

Republic Motors oo oo ae ae eo cs oo 0.6 a.0 ae 2400

Mack Trucks .. ae oo oo 0o &0 o0 oo oo 0o 00 2000
e —

Total ' 4900

Since there is sufficient capacity in the country to msst a pari of the requirements of these vehicles necessary
foreign exchange has been provided in the foreign exchange budget for 1975/76.

Housing

7.22. According to a survey of housing carried out recently there is an addition of some 62,396 houses
during the two years, 1972/73 and 1973/74 in Pakistan. The number of houses constructed during 1973/74
is given as 39,648 as against 22,748 in 1972/73. This steeply rising trend in house construction reflects the
potential of demand for housing and the impact of incentives and credit facilities provided for housing construc-
tion. In fact, the requirement of housing is many times higher than the present level of construction. But
the supply of building materials has been the main constraint on construction of housing. The pressure
of demand on construction material is reflected in higher prices. According to the survey average cost of con-
structing a housing unit is estimated at Rs. 34,700 including Rs. 7,000 as the price of the plot on which the
house is constructed.  Evaluated at this price, investment in housing amounted to Rs. 1,376 million in
1973-74 as against Rs. 636 million reported by the Statistical Division.  Apparently the Statistical Division
figures are an undei-estimate. But with a view to maintaining comparability with the past time-series of
investment, we have adopted the Statistical Division estimates for 1973/74 and projections are made on that
basis. In view of the steep rise in prices of construction material to the tune of about 35 to 40 per cent
during 1974/75 over the preceding year, the number of houses constructed in 1974/75 is assumed to be
around 40,000 and total investment in housing is taken as Rs. 1,000 million, so that large part of the
increase is due to price escalation.

7.23. Efforts are being made to strengthen the earlier incentives and credit facilities further in respect
of house building. Special attention is paid to schemes for construction of small houses to meet the needs
of the common man by maintaining reasonable level of supplies of construction materials and credit facilities.
The ADP for 1975/76 provides Rs. 100 million as loan for the House Building Finance Corporation. An
amount of Rs. 40 million is also provided in the non-development budgets of the Central and Provincial
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Governments for purposes of house building advances to government employees for construction of private
houses. Since it would take time before supply constraint of building materials is totally removed, and the
prices of its major inputs stabilize, we propose target of Rs. 1,100 million for investment in housing during
1975/76 compared with Rs. 1,000 million actually realized in 1974/75. This would mean the construction of
about the same number of housing units in 1975/76 as in 1974/75 with a normal increase in average cost of
construction - ’ '

Prospects for Expansion of Investment. Activity

. 7.24. Recently the Government has announced a number of economic measures in its Annual Budget
to stimulate private investment. The terms of the “ Compensation formulae ’, the taxation and certain credit
conci&ssmns contained in the budget are expected to lend further support to the process of recovery initiated in
1974/75. : _




Annexure
TSI T

PRICE AND VOLUME INDEX

1. IMPORTS
Value of Imporis at Price Index Volume Inde
Current Prices (1970-71 = (1970-71 = X
(8 million) 100) 100)
1974-75 1974-75
1970-71 1974-75
1i 2 3 4 5

Consumer Goeds .. 80.9 610.0 316 239
Wheat 13.2 320.0 418 580
Tea .. 2.4 65.0 147 1842
POL Products 20.2 118.0 412 142
Worn Clothings 2.9 12.0 162 255
;i Others* 42.2 95.0 261 86
Raw Material for Consumer Goods | .. 199.6 900.0 325 139
Edible Oil 27.6 131.0 482 99
Animal Tallow 9.2 15.0 203 80
Fertilizers (Nitrogenous) 22.1 80.0 207 175
Fertilizers (Phosphatic) 2.5 22.0 349 252
Pesticides .o 0.1 24.0 376 —
POL Crude - .. 34.6 231.0 703 95
Synthetic Fibres | 0.5 12.0 204 1180
Raw Jute - — 16.0 208 —
Watural Rubber 3.1 8.0 161 161
Rubber Synthetic 2.1 2.0 163 57
Printing paper uncoated 0.1 4.0 154 2600
Printing and writing paper , 1.4 7.5 165 321
Kraft paper .. . 1.4 3.5 206 121
Nylon Yarn - 2.1 14.5 . 321 214
Artificial silk yarn 1.2 17.0 410 342
Yarn of synthetic fibres 0.4 5.0 366 350
Jute goods .. .- . 1.9 8.0 208 200
Dyes coal tar .. .. 7.9 15.0 208 91

Others® 81.4 284.5 261 133
Raw Material for Capital Geeds 0.2 254.0 209 139
Pig Iron e .- . 3.6 28.0 201 386
ron and Steel and Ship Scrap .. 1.8 34.0 190 994,
M. S. Billets . 19.5 41.0 221 95
Copper Ingots 0.1 3.0 147 2000
Aluminium Ingots 2.6 12.0 149 312
Lead Ingots . 0.9 2.0 146 156
Zinc Ingots .s .o 0.7 7.0 325 314
Coal | . . .. 0.8 1.5 348 50
Coke '} oo . 1.5 6.0 463 87
Others* .. . 48.7 119.5 261 94
Capital Goods” .. .. 395.0 568.0 235 61
Wire Rods of Iron and Steel 0.6 3.0 190 267
Bars of Iron and Steel .. 2.8 4.5 263 61
Plates heavy of Steel 7.1 6.0 228 37
Sheets heavy of Steel .. 10.2 40.0 182 216
Sheets Stainless Steel . 0.9 4.0 136 333
Tinned Plates (Electrolytic) 6.3 25.0 189 210
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2 3 4 5

Iron Tubes and Pipes Seamless .. 1.1 3.5 269 118
Iron Tubes and Pipes Welded 4.4 6.0 351 3
Tubes of Pipes fitting .. 2.8 5.0 325 5
Copper Rods 3.5 13.0 187 200
Structure of Ircn Steel . o 16.2 7.0 361 12
Diesel Engines .. . o 0.4 4.0 367 275
Food Processing Machine os oo 0.9 5.0 282 200
Road Rollers Mechanical oo 1.3 4.0 163 192
Trucks . - 2.2 5.0 229 100
Buses . .o 1.3 3.0 193 123
Tractors .. .o 9.3 25.0 160 168
Engines for Trucks and Buses 7.4 15.0 191 107
Car .. .. .. 12.9 22.0 212 81
Light Commercial Vehicles 0.5 2.0 173 240
Others® 303.9 366.0 261 46

Total 756.7 2332.0 283 109

=Index of other items of import is the average index of all items except POL (Products and Crude).
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. EXPORTS
Value of Exports at ~ Price Index Volume Index

Current Prices (1970-71 = (1970-71 =

($ million) 100) 100)

1970-71 1974-75 1974-75 1974-75
Raw Cotion .. . . .. . . .. 56.6 155.8 251.3 109.5
Rice Basmaii .. .e . .. . .. 34.3 139.3 357.6 113.6
Other Rice os .o .o .o .o i ‘e 2.1 93.3 313.4 1388.8
Fish .. o . .. .o .- .. . 12.9 15.8 96.3 127.2
Cotton Yarn .. .. - .e .. .. .. 71.3 §6.0 159.3 74.0
Cotton Cloth .. .. .o .. - .. .. 64.7 126.0 192.9 100.0
Leather e .o oo . .. . .. 22.5 37.2 234.1 69.9
Cement . .. .- ‘e .. .. .. 3.5 24.7 357.8 197.2
Others™# .- .. .. .. . . .. 151.9 360.9 240.0 100.5
Total Exports .. 4198 1039.0  236.5 104.6

#+The price index for * Others * has been computed to equal the weighted av'erage of the indentified items.

Note.~—Ji is necessary to put in a word of caution about the price and volume indices for imports and exporis. The price index
is based upon unjt values of non-homogenous commodiiies. For instance, there are various varieties of raw coiton,
rice, cotton yarn and cotion cloth but a single unit value has been used for each category. If there was a shift in the
composition of exgorts within each category, from one variety to another, the index would to that extent be in error.
Also the “ Others * category in both the import and export indices has been related to the overall index which can
introduce errors. The indices should therefore be taken to represent a rough order of magnitude raiher than a firm
estimate,
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CHAPTER 10
CONSUMPTION AND NUTRITION PLANNING

A. Consumption Plan

The Annual Plan aims at providing a framework that will ensure supplies of essentiial wage goods
and items of mass consumption at reasonable prices in the overall context of agriculiural and industrial deve-
lopment. The emphasis would be on improving nutrition and distributional arrangements so that inadequa-
cies and disparities are reduced in order to meet the Development Perspective targets of ensuring increased per
capita availability, increasing caloric intakes and removing vitamin deficiency. :

Review of 1974-75

10.2. The improvements in per eapita consumption are necessarily small from year to year. Only
over a medium period of five years or more can meaningful trends be discerned. The policies to increase
per capita availability of essential goods of mass consumption suffered a set back in 1974-75. Substantial
reduction in the supply of a number of commodities due to lower agricultural and industrial production did
not permit consumption levels to show significant improvement over the preceding year. In fact, availability
of some of the commodities declined, the fall being pronounced particularly in case of rice and sugar. This
pheromenon was also reflected in the increase in the price level. The combined per capita availability of seven
items covered in the Plan, which constitute about 36 9 of the consumption expenditure of the income group
ranging between Rs. 250--300 per month, showed almost no growth in 1974-75 as compared to 1973-74 (details
in Table IV). A sharper fall in consumption was avoided with the help of sizecable imports of wheat, edible oil
and other essential 1fems. This attempt to protect the consumption from falling significantly caused a huge
balance of payment deficit.

10.3. The following three factors are largely responsible for the reduction in the per capita domestic
availabiliiies :(—

(@) There was a 2.6 7, growth in GNP while population increased at the rate of 2.9 % resulting in a
net decline of 0.39% in the per capita income thercby adversely affecting the purchasing power
of the masses. '

(b) Production targets for 1974-75 did not materialize for most of the items included in the Consump-
tion Plan, and as such, the envisaged availabilities could not be achieved. Table [ indicates the
extent of shortfall in major agricultural and industrial production against the projections. A
comparison with the production level of 1973-74 shows that all iteras, except wheat, showed a subs-
tantial decline which resulted in tightening the supply posiiion.

TABLE 1

Production Targets and Achievements

(000" Tons)
1974-75 Extent of
. - Shortfall

Item 1973-74 Original Estimates Y

Actual Target ’

Wheat! .. .- . . . . 7325 8500 7508 11.7
Rice .. .- .- .. .. . 2416 2800 2277 18.7
Sugarcane .. .. .. . . 23533 23500 22000 6.4
Sugar .. . .. .. .. . 598 640 490 23.4
Cotton Seed .. .. .. .. . 1296 1575 1248 20.8
Cotton Yarn (Min. lbs) .. .. .. .. 836 950 800 15.8
Cotton Cloth (MIn. Yds.) .. . . . 708 750 680 9.3

10ne year lag is assumed between production and availability for consumption.

(c) The price spiral which reached its climax during 1973-74 (307) also continued during 1974-75,
though the rate of hike price was somewhat lower. From the price trends observed during the
year, it may be inferred that the rate of inflation was about 21 percent during 1974-75 based upon
the sensitive price indicator for 18 essential commodities. The combined consumer price index
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during the year, however, witnessed an increase of 22.6%. The price-wage packages announ-
ced first in June 1974 and subsequently in April 1975 smoothed out the impact of price increa ses
and allowed the impact on low-income groups to be absorbed.

TasLE II

Combined Consumer Price Indices

Group June 1974 June 1975 Increase %
General .. .. .. .. ‘e . .. .. 174.94 214.39 22.55
Food, Beverages and Tobacco .. .. .. .. .. 181.29 225.66 24.47
Apparel, Textiles and Footwear .. .. .. .. .. 192.04 228.52 19.00
Housing and Household operations .. '. . .. .. .. 158.91 192.69 20.32
Miscellaneous .. .. .. .. .. .. .. 162.67 196.17 20.59

10.4. Retail prices of vegetable ghee and sugar were raised twice through the price-wage policies and in
case of some other consumer goods a prices-freeze policy was resorted to by the government.

TasLE III

Average Retail Prices of Important Commodities at 12 (important) cities of Pakistan

Percent
Change
Commodities Unit June December March June in June
1974 1974 1975 1975 1975 over
June 1974
1. Wheat Flour .. .. .. Seer 0.82 1.29 1.36 1.22 +37.1
2. Rice Basmati (Broken) .. .. ’ 1.64 1.69 1.77 1.77 + 1.9
3. Pulse gram .. .. . .. ” 1.41 1.65 2.23 2.03 +44.0
4. Sugar .. .. .. .. . 3.50 3.50 3.50 4.00 +14.3
5. Gur .o .. . .. » 1.92 2.24 2.25 2.49 +29.7
6. Veg. Ghee .. .. .. .. . 7.50 7.50 7.50 2.00 -+-20.0
7. Cotton Cloth (Long 15000) .. .. Yds. 4.83 4.92 4,55 4.68 —3.1

10.5. These measures enabled the Government to maintain some balance between the supply of and de-

_ mand for essential commodities inspite of reduced per capita availabilities. A consequence of these develop-

ments was that total private consumption expenditure came down from Rs. 66 billion in 1973-74 to Rs. 63

biflion in 1974-75 indicating a decline of 4.4 % (in constant prices of 1973-74). In 1972-73, however, private
consumption expenditure was Rs. 49 billion only (in 1972-73 prices).

Consumption Plan 1975-76

10.6. The Annual Plan for 1975-76 aims at providing reasonable increases in availability of basic
food and other essential ifems of consumption. The supplies of these commodities will be regulated in a
manner that they reach the common man. Rationing will continue for items in short supply like wheat and
sugar. In case of other commodities supplies will be ensured through the open market system. For the staple
food item, namely wheat, the domestic supplies will be supplemented by imports to maintain a reasonable
and adequate p:r capita wheat flour intake. This will be further augmented by increased domestic avail-
ability of rice. Supplies of sugar, vegstable ghee and cotton cloth are planned to be increased to enable higher
p-r capita consumption thanin 1974-75.

10.7. Research will also be initiated during the year to enable the inclusion of other important items of
consumption for nuiritional sufficiency and removal of vitamin deficiency.

70




10.8. Commodity wise details of the Plans for 1975-76 are given in the following paragraphs. The per
capita availability of the commodities covered in the Consumption Plan during 1974-75 alongwith the projec-
tions for 1975-76 are presented in Table IV. :

TABLE IV

Per Capita Availability

. —_

% Growth
Commodities Unit 73-74 74-75 75-76 7475 75-76
Actual  Bstimated Target _
73-74 74-75
Wheat .. .. .. .. .. Ozsperday 10.88 11.04 11.06 1.2
a1.17 ) 0.2
Rice .. . . . . ) 2.45 2.18 253  (9iL.o0 16.0
Pulses .. .. .. .. .. Lbs. per
angum 18.90 19.74 19.74 4.4 —
Sugar (Raw) . - .o .. » 39.80 38.58 40.22 (-93.3 4.2
Sugar (Refined) . .. . . 18.67 18.12 18.85 (—)2.9 4.0
Veg. Ghee .- .- .. . » 7.67 8.90 9.12 16.0 2.5
Cotton Cloth oo oo .o .. Yds. per
annum 16.8 17.0 17.9 1.2 5.3
Total .. Nil 3.1
1Jf carry over of 2 lakh tons from 1972-73 into 1973-74 in private sector is taken into account.
Wheat

10.9. The per capita availability of wheat in 1974-75 declined by 1.2% over 1973-74 although the Plan
had projected an increase of 1.8 in iis availability. The basis for such an increase was the belief that the
wheat crop of 1973-74 (available for consumption in 1974-75) would amount to 8.5 million tons. Production
of wheat crop was, however, estimaied at 7.5 million tons, which created pressure for substantial imports
from abroad to make up the deficiency. Against the expected imports of 3.5 lakh tons during 1974-75 the
Government had to import 16.3 lakh tons. This notonly claimed a big chunk of the foreign exchange
earnings, but Government was obliged to raise the issue price of wheat at ration shops toc Rs. 35 per
maund in April 1975. However, due to Government’s concerted efforts the availability of wheat remained at
almost the previous year’s level.

10.10. As may be seen from Annexure I, the Government operations regarding the purchase and off-
take of wheat have been growing since 1973.  Because of the lower crop production the Government bad to
ensure adequate availability of wheat particularly in the urban areas. Although the wheat consumption in
urban areas is only 26 % of toial requirements but its distribution through ration depots involves consider-
able problems. The Government off-take during 1974-75 has increased by 4 % and is expected to increase by
about 7% in the next year. i

10.11. The projecied availability position c_)f wheat during 1975-76 is expected to improve to some
extent. Local production of 7.4 million tons combined with the import target of 1.0 million tons will provide
11.06 ozs. per capita. Added to it the abundant supply of rice for domestic consumption will undoub-
tedly ease the food situation in the economy.

10.12.  Since the international prices of wheat are showing a downward trerd, there should be no diffi-
culty in achieving the import target. Accordingly, the possibility of further increase in the domestic price of
wheat is unlikely. Since the price on the international market has been volatile and subject to increment in
production, care regarding timing of agreements for wheat purchase needs to be exercised.

Rice

10.13. The 1974-75 Annual Plan had fixed a target of 2.76 ozs per capita availability based on the
production target of 2.8 million tons and a procurement plan for export of 0.7 million tons. Present
estimates, however, have placed the crop at 2.28 million tons—the main cause for lower production being
drought situation in Sind: Accordingly, the procurement target was reduced from 0.7 to 0.6 million tons,
With these adjustments the per capita availability was 2. 18 ozs per day in 1974-75 which was about 11 %/ less
than 1973-74 level.
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10.14. Availability for 197576 has been computed on the basis of a production target of 2.7 million
tons. This will provide 2.53 ozs per day per capita which means an increase of 16, over 1974-75. This
per capila quantity is higher than that computed on _elasticity basis (2.36 ozs). This margin 1s necessary to
make up for the consumption deficiency created by the lower per capita availability during 1974-75.

Pulses

10.15. Pulses, rich in proteins as well as calories, occupy an important position in the food composition
of the people. Pulses provide a cheap source of nutrition amidst an other-wise expensive cost of living.

10.16. Being a non-traded commodity in terms of international trade, iis availability depends exclusi-
vely on domestic production. A substantial increase was reccrded in the production of gram in 1973-74
(available for consumption in 1974-75). Secondly, it has been observed that the deduction rate for feed (25%
of the total by way of direct use and animal feed) appears to be on the high side in the present situation of
higher foodgrains prices. As a consequence the rate has been scaled down from 25% to 20 %. This has
resulted in overall lowering of the total deduction rate for seed, feed and wastage from 36 to 31 9/. Adjusted
for these factors, the availability of pulses in 1974-75 at 19.7 lbs. p.a. has exceeded its projected availability of
18.3 Ibs. p.a. ’ ‘ ’

10.17. For 1975-76 the availability of pulses may not show an improvement, as gram crop for 1974-75
(available for consumption in 1975-76) will remain at the level of the previous year. This situation accompa-
nied with some increases in the production of other pulses being expected because of the availability of
improved seed for some pulses will allow per capita availability to be maintained at the 1974-75 level.

10.18. Since information regarding the production, distribution and prices of pulses is not adequate,
the Planning Commission is undertaking a research study on the production and prices of pulses including soya-
bean to have a firm basis for formulating policies to augment supplies and increase the availability of a rich
protein dietary item. There is need both for improving varieties as well as yields, and research in this regard
should be accelerated.

Sngar

10.19. The Working Group on Consumption Plan for 1974-75 had recommended a target of 6.40 lakh
tons of sugar production based upon the sugarcane production of 23.5 miilion tons. The latest information
available indicates that the cane crop was 22 million tons which caused a decline both in the raw sugar and
sugar production. Keeping in view the limited supply position, the Punjab Government had to scale down
the rationing quota of sugar for domestic consumption. This resulied in an average per capita availability of
sugar in 1974-75 at 18.12 Ibs. which was 3% below the 1973-74 level. Similarly, the availability of raw
sugar came down from 39.8 Ibs. in 1973-74 to0 38.6 lbs. p.a. in 1974-75.

10.20. Consumption requirements for 1975-76 have been calculated at 6 lakh tons allowing for the fol-
lowing three provisions :—

1. Restoration of rationing quota for domestic uses in Punjab at pre-April 1975 level immediately
after the crushing season commences.

2. 10% increase in commercial quota.
3. Maintaining closing stocks at 41,000 tons for carry over to 1976-77.

As the production is expected to be 6.25 lakh tons, there will be no consiraint in meeting the requirements
fully. As for raw sugar, if the cane crop target of 25 million tons materializes, there will be an appreciable
increase in its production thereby ensuring larger per capita availability at stable and reasonable prices.
Vegetable Ghee

10.21. The availability of vanaspati is estimated to have increased from 7.67 1bs. per capita per annum
in 1973-74 to 8.90 lbs. in 1974-75. Since cotton production in 1974-75 was much lower than the target,

Government had to resort to larger imports of edible oil from abroad to maintain sufficient supplies to manu-

facturers. The prices of vanaspati ghee were also raised twice, partly to compensate for a portion of import
subsidy and partly to remove past distortions.

10.22. A target of 2.9 lakh tons has been projected for the production of vegetable ghee nexi year which
-will raise the per capita availability from 8.90 Ibs. to 9.12 Ibs. per annum. Import requirements of edi-
ble oil have been kept at almost the same level as in the previous year. These imports will exert a severe pres-
sure on balance of payments and a concerted drive to raise oilseeds production has to-be launched. The
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Planning Commission has aiready initiated a study for development of groundnut_cultivation and extraction
of groundnut oil. Ii is expected that its results will enable the formulation of policies to encourage an increase
in its area and cultivation thereby making largsr quantities of edible oil available for consumption.

Cotton Cloth

10.23. Continuous dspression in the export market of cotion yarn and cloth for the last two years sig-
nificantly increased the availability of cloth for domestic consumption. Although yara and cloth production
in 1974-75 is estimated to be somewhat lower than the previous year but because, of lower exports,
particularly of yarn, the cloth availability showed a slight improvement over the last year’s level.

10.24. A tangible increase in the availability of cotton cloth has been provided for 1975-76, based on
the cotton crop targei of 4.0 million bales and the mill-sector cloth production at 750 mln. yds. Sufficient ex-
portable surplus is being envisaged in respect of cloth as well as yarn.

10.25. The availabilities envisaged for 1975-76 suggest 3.1% increase in the consumption level of the
items covered in the Plan. The Development Perspective 1975—80, however, had projecied 3.9 % annual
compound growth rate for these items. This incompatibility may be attributed first, to the fact that growth
rate in the Development Perspective does not relate to a particular year but is an annual compound for five
years. Second, the availability figures used as bench mark for 1974-75 in the document have undergone
change while preparing the Annual Plan 1975-76 which has caused deviations in the projecied growth rates for
individual itsms from ths rates envisaged in the Development Perspective.

10.26. The Annual Plan does not cover items like meat, milk and vegetables which are important items
of diet. It has been earlier recommended that these items should receive due coverage but it has not been
possible to do so for lack of adequate information. Research studies in this regard will be initiated which
are likely to provide requisite information for planning purposes enabling the inclusion of these items in this
exercise.
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Annexure

AVAILABILITY OF WHEAT (MAY—APRIL)
(000’ Tons)
Ttem 1973-74 197475 1975-76
Actual Estimated Target
Local Production? .. e oo oa oe .o ve - 7325 7508 7460
Less Seed and Wastage 732 751 746
6593 6757 6114
Govt. Operations
Opening Stocks .. 86 %6 237
Procurement from domestic Production 1320 1233 1100
Imports2 1040 1168 1432
Off-take 2175 2260 2415
Closing Stocks * 963 237 354
Open Market Operations 5273 5524 5614
Total Availability 7448 7784 8029
Population (MIln.) 67.20 69.21 71.29
Per Capiia Availability (ozs. p.d.) .. 10.88
(11.17)4 11.04 11.06

10re year lag is assumed between Production and Consumption.

2Adjusted for crop year.
3Adjusted for 1.75 lakh tons wasted in floods.

4If carry over of 2 lakh tons from 1972-73 to 1973-74 in Private sector is taken into account.
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Annexure I

AVAILABILITY OF RICE (JULY—JUNE)
" (°000° Tons)

1973-74 1974-75  1975-76
Actual Estimated  Target
Production .. . . .. .. .. .. . .. 2416 2277 700
~4 - Deduction for Seed and Wastage at the rate 6% .. .. .. .. .. 145 137 162
, Procurement by the Government for Exports .. .. .. .. .. 596 600 700
Net Availability .. . .. - .o e . .. 1675 1540 1838
Per capita availability (ozs. p.d.) oo .. .. 2.45 2.18 2.53
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Annexure TIL
AVAILABILITY OF PULSES (JULY—JUNE)
(000’ Tons)

1973-74 £1974-75 1975-76
Actual Bstimated Target

Production
Gram?! .. oo .. .o oo . oo .o 544 600 600% -3
Other Pulses . - . e . 216 220 240

Dedaction for Seed, Feed and Wastage )
Gram at therate 319, .. . . oo . . oo 169 186 186
Oither Pulses at the rate 119, .o . .. .. . 24 24 26 .
Net Availability .. ' . . .. . 567 610 628 l
Per capita Availability (Ibs. p.a.) .. . os . . e 18.90 19.74 19.74

T One year time lag is assumed between Production and Consumption.
*Last Year’s fizure repeated,

N,
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Annexure V

AVAILABILITY OF SUGAR (NOV.—OCT)
(‘000° Tons)
1973-74 1974-75 197576
Actual Bstimated Target
1, Sugar Cane
Production . .. . os 23533 22000 25000
Deduction for Seed, Feed and Wastage . . 2353 2200 2500
Crushed by Mill Secior .. . . 6754 5412 7045
Available for Raw Sugar Production . 14426 14388 15455
II. Sugar

Opening Stocks .. oo os . oo 48 86 16
Production 598 490 625
(From Cane) . o . (578) (468) (603)
(From Beet) (20) 22 (22)
Total Availability 646 576 641
Consumption 560 560 600
Closing Stocks .. . oo 86 16 41
i Average Per Capita (Lbs. p.a.). .. . 18.67 i8.12 18.85

HI. Raw Sugar
Production 1327 1324 1422
Deduction for animal feeding ' 133 132 142
Net Availability .. 1194 1192 1280
Per Capita Availability (Lbs. p.a.) » 39.30 38.58 -40.22
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EDIBLE OIL/VEGETABLE GHEE (JULY—JUNE)

énnexure \i

(‘000 °* Tons)

1973-74 1974-75 1975-76
Actual Estimated Target
A. Edible Oil Availability
Opening Stocks .. 24 40 42
Lecal Production 216 249 275
1. From Cotton Seed 1158 148 167
2. From other Seed 101 101 108
Imporis 167 179 185
Total Availability 407 468 502
B, Wses
Industrial use 38 45 50
Direct-Consumption o 83 87 96
Required for Vanaspati .. 246 294 310
(230) (275) (290)
Closing Stocks 40 42 46
Total Uses .. 407 468 502
C. Per Capita Availability
Veg. Ghee (lbs. p.a.) oo oo - oo e oe 7.67 8.90 9.12
. 3.27 2.82 3.01

Direct Consumption .o oo

1 Based on the view that only 80% df the crop was ginned and assuming 139 oil recovery rate due to flood damage.

2 Including 15,000 tons of imported butier oil.
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PRODUCTION DATA FOR EDIBLE OIL

Aunpexure V-A

(°000’ Tons)
1973-74 1974-75 197576
Actual Bstimated Target
1. Cotton Seed 1296 1248 1400
(Cotton 000 Bales) (3704) (3567) (4000)
2, Rape and Mustard 288 288 315
Sesamum 12 12 12.
4. Groundnut o . . . 53 56 63
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Aunexore VI
AVAILABILITY OF COTTON CLOTH

1973-74 1974-75 1975-76 i\‘d
Item Unit - Actual Estimated Target ;'""
’) B |‘l
Yarn
Opening Stocks .. . . . . .. (Mln 1bs) 25 78 110 b |
Production .. .. .. .. .. .. 2 836 800 930 ’
Required for Hosiery 2 90 100 110 }
Exports of Yarn and Thread . 25 174 307 ! :'
Consumed by Mill Sector ” 212 204 225, {
Closing Stocks . .. v 78 110 68 ; <
Available for Non-Mill cloth Producing Sector » 256 290 330 Tu
Cloth (Min yds) g <
Opening Stocks .. . .. . . .. » 68 106 145 )
Total Production. . .o .. o . oo 9 1694 1797 2020
(@) Mill Sector* .. .. . .. .o 2 - (708) (680) (750)
(6) Non-Mill Sector** .. . .. . .. " (986) 117 (1270) V-
Exports of Cloth . . .o » 416 474 700
Regquired for cotton bags .. oo 2 110 110 110
Closing Stocks . » 106 145 75
Available for Domestic Consumption e »» 1130 1174 1275
Per Capita Availability .. e o . » (Yds. p.a.) 16.8 17.0 17.9

*One Ib of Yarn — 3.34 yds of Cloth.
*%0ne Ib of Yarn 3.85 yds of Cloth,
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B. Nutrition Plan

1. Introduction—Nutritional planning is an essential supplement to consumption planning, Recent
evidence indicates that nuiritional deficiencies, which may not take highly visible form, can have serious ad-
verse impact on labour output, learning abilities of children etc. The nutritional plan, attempts to focus
attention on aspects of food supply which are crucial to maintenance of physical and mental health. The
stress is on meeting scientifically determined requirements for a minimum diet rather than on satisfying the
consumer demand for food. In nuiritional planning, special attention is given to distribution of food among

_different income groups and within the family itself, and appropriate policies are designed to reach vulnerable

groups. An essential part of a nutrition policy is educating people on the subject of nutrition, and thus
influencing food habits, child rearing practices etc. Lastly, nutritional policy seeks to provide cheap but vital
supplements to diet through fortification of food and other methods.

2. The nuiritional problems in Pakistan can be divided into two categories. Firstly, there is the seneral
problem of calorie-protein malnutrition which affects a sizeable proportion of the population. Se%ondly
there are specific problems of a critical nature such as deficiency of Vitamin A and iron, and the prevalence
of goitre in the Northern areas. * 0 o

3. Calorie Requirements.—A review of the problem of calorie-protein malnutrifion in Pakistan involves
a determination of the minimum requirements of calories and proteip, alongwith an estimate of total availa-
bility of food and the pattern of distribution, among different income groups and within the family. In the
absence of up-to-date information, only a broad assessment of the overall position can be attempted. Accord-
ing to the estimates made by FAO/WHO in 1973, the minimum calorie intake recommended for conditions
prevailing in Pakistan is 2438 calories for male adults and an average of 1990 calories per capita for entire
population. These cstimates need to be further elaborated and tested. For example WHO's estimates
modified by up-to-date data on height and weight derived from 1965 nutrition survery would
indicate that requirements for Pakistan are 2668 calories for a male adult, and an average of 2094 calories
for the entire population. These estimates need to be further modified in the light of data on activity levels
and diseases which tend to affect the minimum calorie requirement. However, for the purpose of a rough
assessment of the problem of malnutrition, the FAO/WHO table as modified by height and weight data
can be used convenienily until replaced by more refined estimates. ) ?

4.  Availability of Calories—The availability of food (the total supply of calories) can be measured either
through nutrition or household consumption surveys or on the basis of the food balance sheet. Nutrition
surveys provide more detailed information particularly on distribution, but these surveys are expensive and
can be undertaken infrequently. The food balance sheet can be prepared each year but it provides data on
per capita availability only.

5. The food balance sheet for 1974-75 indicates a per capita availability of 2247 calories which would
appear to be in excess of the minimum requirements of 2094 calories. However, this tends to give a misleading
piciure of the problem of malnuirition since the supplies are not evenly distributed. The results of the
Nutrition Survey of 1965 and the Household income and expenditure Sutvey of 1971-72, are more infor-

‘mative and meaningful. The data on minimum and maximum consumption levels is summarised below :—

Calories
1965 197172
Minimum Maximum Minimum Maximum3
Rural .. . . . oo oo oo oo 1451 3956 1764 4218
Urban .. . . . . e . . 1532 2773 1605 2447

It would be noticed that firstly the problem of malnutrition is worse in urban areas than in the rural areas
Secondly, consumption has increased considerably between 1965 and 1971-72. Thirdly, the lowest levels
recorded in the surveys of 1965 and 1971 fall far short of the minimum intake recommended by FAG/WHO.
Thus, despite some improvement recently, for a sizeable section of the population, the food intake is insufficient
for maintenance of physical fitness.

6. Protein—So for as proteins are concerned, FAO’s recommendations of minimum protein intake
are 42 grams per capita on average. The availability of protein per capita on the basis of food balance sheet
appears to be 58.77 grams, of which 24.16% is from animal sources and 75.84% from other sources. As
in the case of calories, the average availability does not fully reveal the extent of protein malnurtition a.risin
out of maldistribution of supplies. g
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7. Extent of malnutr:ition.——Based on the §amp1e surveys, an attempt has been made to estimate the per-
centage of population which suffers from protein-calorie inadequacy in the urban and rural areas of Pakistan.
This estimate is given in the table below:—

INCIDENCE OF CALORIE AND PROTEIN DEFICIENCY
(PER CENT OF POPULATION)

Rural Urban
Protein Deficient .. - . oo 9 2 11 15 2 17
Protein Adequate oo 0o .o 24 65 89 31 52 83
Total .. 33 67 100 46 54 100

8. New Survey.—A fresh nutritional survey has been undertaken by Government with a view to getting
up-to-date data. The survey will cover 40,000 persons and will take 2 years to complete. The survey would
enable the Government to initiate, modify or strengthen policies relating to food supply and food distribution.
In the meantime, efforts to increase food supplies and ensure equitable distribution would continue on the

basis of the information already available.

9. Weaning Foods—A specific problem which it is proposed to tackle on a priority basis is improvement
in infant feeding aimed at reducing infant mortality and improving the health of the infants. A pilot project
for supply of cheap weaning food is being undertaken. PCSIR have developed a number of cheap supple~
mental foods. It is proposed to make use of 6,000 MT of World Food Supplies to produce a limited quantity
of weaning food. A ration of 100 grams per day would be given to 75,000 infants only which will add 360
calories and 20 grams of protein per child to existing supplies. The programme is specifically aimed
at low income groups. Further expansion of the programme would depend upon the results achieved in the

pilot project.

10. Dry Ration.—Another pilot project which is being undertaken is for supply of dry ration of butter,
dried skim milk and wheat to pregnant women and children through MCH Centres and voluntary
organizations. The project is basedon a donation of 41727 MT of wheat, 7321 MT of dried skim milk and
2336 MT of butter oil. The programme is expected to cover 439,680 pre school children and 217,840 mothers,

— o

11, Iron Deficiency.—There is considerable evidence to suggest that a large proportion of women have
iron deficiency. According to one estimate, 659 of pregnant women have deficient levels of plasma haemo-

~ globin (less than 12 gm per 100 mi). Incase of adult males, iron deficiency occurs because of worm infesiations,

poor absorption and low supplies. Iron deficiency induces fatigue, and reduces working efficiency. Children.
having inadequate intake of iron have low interest in-learning. . . . - .

no o0 an

12. The fortification of atta with iron and some other nutrients is being considered. An experiment
is being designed to teste the taste, colour and cooking quality of the fortified atta as well as the storage qualities
of fortificants in atta. The fortification cost has been estimated at Rs. 5.98 per capita per annum. Another
programme to be tested is supply of iron pills through MCH Centres.

13. JIodine deficiency—There is widespread prevalence of goitre in the mountaneous areas of the northern
and north western part of the country, due to iodine deficincy.

14. The programme for control of goitre consists of three sub projects (i) reaciivation of machinery for
iodization of salt already installed in Skardu (ii) installation of small scale machines for salt iodization at village
level in Azad Kashmir (a part of the population of Muzaffarabad will be covered at a very nominal cost) and
(iii) installation of large machine in N.W.F.P. for supply of salt to Chitral and Swat areas.

82

o e et

e e e P e o TR A o s e s e L e
: v A -




v

15. The problems encountéred during implementation are inducing of change in consumer habits from
rock salt to crushed salt, since iodization is only possible in crushed salt. Regular supplies of salt have to be
ensured in areas difficult of access. The difficulties are mainly administrative and logistical. The cost of
fodization alone is not high being less than Rs. 1 per maund. An evaluation of the programme will be
carried out after a suitable interval.

16. Vitamin® 4 > deficiency.—The previous nutrition survey revealed that there is a considerable
deficiency in the vitamin *“ A *intake. In view of the effects of vitamin “ A > deficiency in terms of eye
diseases and lowered resistance to infections, it is necessary to undertake a programme for improving the
situation. Two programmes will be implemented-one relating to increasing the level of vitamin *“ A > forti-
fication in vegetable ghee and second relating to fortification of tea. At present vitamin ““ A *” is added to veget-
able ghee at the rate of 15,000 international unit per pound. On the basis of average intake of ghe, it is found
that this supply is quite insufficient and increased level of fortification would help in the situation. The cost of
fortification of ghee is quite low and quardruplicating the fortification level would involve an extra cost of a
fewbll)aisas per pound. This cost can be absorbed in the existing pricing system and will not pose much of a
problem.

17. The second programme is concerned with fortification of tea with vitamin “ A ”. A study was made
of supplying such tea to an area in Azad Kashmir. On the basis of this experiment which is being evaluated
an extension of the programme to other areas will be made. The level of fortification will be such that about
750 international units of vitamin * A * are supplied per cup of tea. The additional cost of fortification will
come to paisa 10 per pound of tea which in terms of proportion of cost of tea is norhinal. The total cost of
the project is expected to be Rs. 69.5 lakhs. While carrying out this programme it will be ensured that the.
fortification does not result in undue increase in the consumption of tea. An évaluation of the tea fortification
programme in the first phase will be done before the programme is extended to a national level.

. 18. Research Studies—Research studies which are integrated with pilot project have already been men-
tioned. For a systematic analysis of various systems concerned with nutrition, the following additional studies.
are contemplated :

(#) The nuirition survey will provide information about the extent of nutritional deficiencies, the pattern
of consumption and the economic environment. This will facilitate the working out of causative
relationship, and the linkages between food habits and belief patierns, nuirient consumption and
income and impact of water supply on nutrient absorption. o

(ii) Separate studies will be made of problems of vulnerable groups. --
(i) A detailed study will he made of problems of iron absorptien in Pakistani conditions.

(v) The extent of energy loss in typical cases of tuberculosis, malaria-and other major uisease will be
studied.

(») A study on nutrient value of various cooked foods will be started. The work dong by various or-
ganisations and individuals will be consolidated and reviewed and additional studies made, where
necessary. A comperison will be made with results abroad. The work will enable planners to
assess the nutrient values of foods, as cooked in Pakistam,” and to suggest whether changes in

cooking habits are required to reduce nutrient losses.

LT] X3 a0 c

(v) The planning of food production, food processing and marketing has an obvious bearing on nutri-
tional policies. In this field, studies would be undertaken where gaps exist in the work bein g done
for general agricultural developmental purposes.

- (vii) A nutrition programme will consist of supply of goods and educational services to people. For this -
purpose, at present, a number of outlets are available e.g. the MCH Centres, Family Planning Clinics,
IRDP Centres, Schools, Voluntary Agencies, Ration -Shops etc. Some of the existing outlets have
already been in use for some time but their performance and their capability have to be evaluated so
that their competence and capacity for the supply of specific goods and services can be clearly establi-
shed. It will also be necessary to work out administrative arrangements for coordination of wor
in a large number of agencies and outlets. =

19. Efforts would be-made to consolidate the work already done and to avoid duplication. A news
fetter will be published to keep research workers informed of ongoing research and of current nutritionat

programme.
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PAKISTAN NATIONAL PER CAPUT ENERGY REQUIREMENT FOR 19751

Amexare 1

BASED ON “ NUTRITIONALLY IMPROVED * RATIOS OF WEIGHT TO CURRENT HEIGHT

Age Groups (years) B?Vs&"::igl?tds(,k;) %«S&ﬁgﬁents gggglla%ttii%% ? {%ﬂjﬁ?ﬁéﬁé
Lo % (Local)
1-44 — 1090 2.2 2398
1-3 . — 1360 10.8 14,688
4-6 — 1830 10.5 19,215
7-9 — 2190 10.5 22,995
Male
10-12 — 2600 3.5 9100
13-15 o o T e 49.6 2213 3.4 7524
16-19 57.3 2688 3.4 9139
20-39 58.0 2668 13.1 34,951
4049 .. . . .o o .o - 2535 4.7 11,915
50-59 .. .. . .o .o . — 2401 3.1 7443
6069 .. . o . . . - 2134 2.1 4481
70+ .o . o o . . — 1867 1.4 2614
Female
1012 .. . . . . o — 2350 3.0 7050
1315 .. . . . .o . 45.6 2061 2.9 5977
1619 .. e . se . . 51.0 2142 3.1 6640
20-39 .. . . oo . . 51.0 2040 13.2 26,928
4049 . oo oo oo .o . — 1938 3.9 7558
50-59 .. . . o . .o — 1836 2.6 4774
60-69 .. oo oo o o0 oo — 1632 1.5 2448
70-- oo o oo P ow .o — 1428 1.1 1571
Total .. 209,409
Per caput .. 2094

3, Based on approach recommended in : Energy and Protein Requirements, Report of a Joint FAO/WHO ad hoc experi com-
mittee ; World Health Organization, Geneva, 1973,

2. Base body weights for age groups 1 through 10—12 are those of FAO/WHO reference Children ; those for other age
groups are calculated from weights reported in Nutrition Survey of West Pakistan (February 1965 November 1966), a Repor

Issued by the Directorate of Nutrition Survey and Research, Ministry of Health, Labour and Family Planning (Health Divi-
sion) ; Government of Pakistan, June, 1970.

3, Population sex-wise age distribution based on Planning Division estimates for 1974-75,

- 4, Tacludes allowance for pregnancy and lactation,
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Aunegure II

* PAKISTAN NATIONAL PER CAPUT SAFE LUVEL OF PROTEIN INTAKE FOR 1975 1
BASED ON *“ NUTRITIONALLY IMPROVED ™ RATIOS OF WEIGHT TO CURRENT HEIGHT

| Base Body ? Requirement Requirement Population 3 Total Protein

. Age Groups (years) Weight (Kg) per Kgperday percaputperday Age Distri- Requirement
. ® . bution (30 | ®
1 z 3 4 5 6
- 4
1-4 .. . . . — — - 2.2 -
-3 .. . . oo - 1.19 15.9 10.8 171.72
6 .. . .. . — 1.01 20.4 10.5 214,20
., 79 .. . . - 0.88 24.7 10.5 259.35
Male
1012 .. .. . . — 0.81 29.9 3.5 104,65
1345 .. . i . 49.6 0.72 35.7 3.4 121.38
- ’ 1619 .. .. . . 57.3 0.60 34.38 3.4 116.89
204 .. . . . 58.0 0.57 uw.oa 24,4 806.66
Female™
,” - w2 . .. . .. - 0.76 28.9 3.0 36.70
~ .35 L, . . . 45.6 0.63 28.7 2.9 83.31
! 1649 .. .. .. .. 51.0 0.55 28.1 3.1 87211
' - 204 .. . . . 51.0 0.52 26.5 22.3 590,95
K - . Allowance for Pregnancy —_ = 5.5 .3) 12,65
- Allowance for lactation .. . —_ — 17.0 2.2 37.40
) Total .. 2692.07
m_ — . per caput .. 26.93
_ Relative Proteine Quality - 70%
— . 2693 x§ - 100 ~38.47
| - I S
- . - o Wastage correction factor - = 1.10

~—

38.47TX 1.10 = 42,32
Final estimated safo level of Intake = 42.3

1. Bassd onapproachrecommendedin : Energy and Portein Rzquirements Report of Jolnt FAO/WHO Ad hoc Bxpsrt Con-
miites, World Health Organization : Geneva, 1973,

2. Base body weights for age groups through 10—12 are those of FAQO/WHO reference children : those for other age
groups are colculated from weights repoted in: Nutprition Survey of vvm&wawaaa...ﬁncnj 1965-November  1966)
Report issued by the " Directorate of Nutrition Survey and Research, Ministry of Health Labour and Family

_ Plapning (Health Diyision), Government of Pakistan, June 1970. . .

3. Population '§6%-wisé age distribution” based on Planning Division éstimate for 1974-75,

- ———— a—— o

.

v 4. Requi for infants included in allowance for lactation,
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Annexure ITL

FOOD BALANCE SHEET FOR THE AGRICULTURAL YEAR 1974-75

Country : Pakistan Unit 1 Thousand long tons (unlessspecified)

Population 1 69.21 miilion

X Foreign Trade Distribution Per Caput Consumption
Commodity Production Change Gross Gross Avail- |Ani- Seed Manu- Waste , Food EBx- Food Kg. Gm. Cals Proiein Fat
in  Bxport import able mal facture T {Gridss)  trace net per year perday perday perday (Gm)
stock o ~ supply | feed tion (Gm)
) tate
percent
1 2 3 4 5 6 7 8 9 10 1 12 13 1" 15 16 17 18
Cereals
Wheat . 7508 (141  — 1168 8535 — 488 — 263 7784 97 7550 110.84 303.67 1059.8 31.27  5.47
Rice . 230  — 600 — 1700 — 92 — 46 1562 — 1562 22.93 62.82 226.13 4.21  1.07
Bajra . 287 — — — 287 11.5 115 — 1435 2497 95 237.2 3.48 9,53 33,16 0.92  0.45
Maize . 75— — — 735 37.00 37.0 106 4 511 89 454.8 6.676 18.29 66.4 1.5¢ 0.22
Jawar .. 295 — - — 295 15 15 — 15 2.5 95 2375  3.48 9.5  32.69 0.92  0.31
Barley . 137 — 95 — 4 122 1233 — — 1747 75 1310  0.19 0.5  1.66 0.04  0.04
Total .. 11262 (141 695 1168 11594 73.7 655.83 105 382.53 10374.17 — 10054.6 147.50 404.34 1419.89 38.9  7.53 '
Sugar .
Sugar (Refined). 49 ()7 — — 560 — — - — 560 — 560 8.22 22.52 8715 — -
Sugar (Raw) .. 134 — 1469 -— 134 1322 — - —_ 1045 — 1045 15.33 * 42.00 147.42 0.42 -
Total .. 1814 146.99 1884 132 — — — 1752 — 1752 2572 70.47  234.57 0.42 -
Pulses
Gram T 600 — - - 600 149 54 — — 397 90 357 5.25 14,38 49.61 2.66 -
Other Pulses .. 220 — - - 20 — 19.27 o~ — 2007 90 180.61 2.65 - 7.26  25.05 1.6l -
Total .. 820 — — — 820 149 T2 —  — 7.7 — ST 790 2064 T4.66 4.27 -
Oil Seeds )
Rape and Mustard 288 — —_ - 288 — 14.6 264.6 8.8 —_ — — —_ —_ —_ —_ -—
Sesamum . 12 —_ [ — S 12— 0.6 10.8 0.6 — — — —_— — —_ — —_—
Cotton Seed .. 1248 — — - 1248 312 61.4 848.64 24.95 — — — — — — — -
Ground Nut .. 56 — R — 56 — 0.5 42,0 —_ 8.4 80 6.72 0.099 0.27 1.47 0.07 -
Total .. 1604 — —~ — 1604 312 771.16 1166.04 34.3¢ . 8.4 80 6.72 0.09 0.27 1.47 0.07 -
Potatoest . 235 — - = 235 — i = = i 228 3.35 9.18 6.42 0.16 0.01
Vegetable2 . 1634 — 19 1 1616 — - - - 161§ — 1616 33.72 6499 37.04 0.4 0.2
1972-73) . . . o e
Fruit3 . ¥~ 38 25 466 — - = = 1466 — 1466 21.52  38.95  33.60 0.35  o0.17
348 — 57 26 — 7 = - - 77.06 091  1.38

Total .,

3310

48.59 133.12
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i a 2 3 4 5 6 7. 8 9 10 1 12 13 14 15 6 17 18

Mitks
Cow R —_ - - 700 — - - — 1320.55 — —  19.39 53,12 32.93 1.81  1.67
Buffalo .. 7700 — - - —_— — N 5443.9 79.92 218.96 221.15 8.76 16.42
_ Goat .. 542.85 7.97 21.83 15.94 0.83 1.42
Sheep . 392.7 5.77 15.81 15.65 0.92 1.03
Total .. 7700 7700 7700 113.05  309.72  285.67 12.32 20.54
! Meat5
- Beef . 9.0 - —_ - - - — - — - — 1.42 3.0 8.77 0.57  0.70
Buffalo . 41.2 —_ - = 250 — — —_ —_ 25 — -— 0.605 1.66 1.33 0.21 0.04
| Goat . 606 — = - - - - - 250  0.89 2.4 3.00 0.3 0.17
i Mutton .. 51.2 —_ - _— - — —_ - — 0.752 2.06 5.11 0.24 0.43
. Poultry” . 15.18 — - — 15.18 —_ —_— -_— —_ 15.18 —_ 15.18 0.223 0.611 0.74 0.74 0.05
“ Total .. 265.18 265,18 265.18 265.18 3.89 10.67 18.95 1.43 1.39
i
i Egg (in shell)
Hen .. 600mINos 0.395 1.082 1.56 0.12 0.11
Duck .. . : 0.038 0.10 0.10 0.0113 0.013
! “Total .. 600m/Nos. 0.433  1.1820 1.72 0.233  0.133
Fish ) o 164.4 -_ ~— 6.256 158.144 — —_ —_ -_ 158.144 158.144 2.32 6.36 3.94 0.22 0.200
Total .. 164.4 — - 6.256 158,144 158.144 — 158.144 2.32 6.36 3.94 0.22 0.200
1 Cil and Fats
Rape & Mustard 426 - —_ 87 100 §876 1.28 3.52 31.03 - 2,51
\ Sesamum Oil -, . 101 45 — 294 94 275 4.052 11.10 98.12 — 11.10
' .Q—.oEuﬁ_ Nut .. 179
C. 8. Oit . 148
Soyabean .
Total .. 249 179 426 45 381 362 5.332 14.61 129,15 — 14,61
GraND ToTAL . .. 2247.8 58.77 44.76
_ i Vegetable . .. 4.57
Animal .. .. 14.20
11973-74 figures repeated, - ’
31972-73 figure repeated.
' ] 31972-73 figure repeated.
. 41973-74 figure repeated.

SIncluding 15,000 tons of imported butter oil.
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CHAPTER 11

PRICE SITUATION
Price Trends during 1974-75

Price situation in the country has beena cause of concern both to the consumers and the govern-
ment. In the past numerous measurss have been taken by the Governmeni to ensure that prices of essential
commodities remain within reasonable limits. These efforts have, however, been met with a partial success.
During 1975-76 Government is fully tesolved to make all oui efforts to bring inflation under conirol. The
fiscal, monetary and trade policies for the year have thus been framed with this objeciive in view.

11.2. Pakistan experienced an inflationary rise in prices of an unprecedsnted magnitude during the period
from 1972—75 . Ths inflation commencing from 1971 in the wake of political and military developments of
that period reached its peak in 1973-74 when prices rose by around 30 per cent. During 1974-75, the price
level again rcmained under considerable pressure though at a somewhat reduced rate.

11.3. Table 1 summarises the rate of increases during the year 1974-75 in the wholssale price index,
combined consumer price index and the sensitive index of 18 essential commodities. The month-wise increase
in respect of these three indices are given in the annexures I to IIL

TABLE I

Price Increases during 1974-75

Wholesale Consumer Sensitive

Price ce
Index Index  Indicator
June, 1974 .. .. .. . . . s 2 : 250.69 ‘° 174.94  178.09
Yune, 1975 .. . . .. . . 2 5 i 308.46% 0 21439 216.20
Percentage change June, 1975 over June, 1974 .. . . oo . 23.00 22.55 21.40

Average Monthly percentage chahge . e e P %% % =1.92 - 1.88 1.78

“Provisional.

11.4. Tt'would be seen that the rate of inflation during 1974-75 was in the range of 21—23 per cent. The
wholesale price index increased by 23.0 per cent between June, 1974 and June, 1975—an increase of around
1.92 per cent per month. The consumer price index also showed almost the same increase during the year. The
sensitive price indicator for 18 essential commodities increased by 1.78 per cent per month. Rise in senmsitive
price indicator was moderaied by availability of wheat flour, sugar and vegetable ghee at controlled prices.

Wholesale Price Index
11.5. Table II shows the group-wise increase of the wholesale price indices for the year 1973-74 and 1974-
75 i—
TaBLE 1T
Wholesale Price Index
General Food Mol eyt Manufac-
lubricants
Juge, 1973 .. . .. .. .. . 203.21 217.19 186.30 198.13 179.77
Jume, 1974 .. oo s oo . . 250.69 254.22 220.94 290.94 257.77
Average monthly percentage inczease 1973-74 . oo 1.95 1.42 1.55 3.50 3.60
June, 1975 .. . . .. . - 312.41 330.57  242.93 353.15  307.85
Average Monthly percentage increass 1974-73 oo . 1.92 2.33 0.78 2.14 1.53
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11.6. The wholesale price index showed an increase of 23.00 per cent during 1974-75 or 1.92 per cent per
month. A significant feature of the price behaviour during this period was that the prices of manufactured
jtems and raw material increased ata markedly slower rate than the food tems. The prices of the manufac-
tured items increased by 18.3 per cent only—about 1.52 per cent per month—as against an increase of 3.60
per cent per month during 1973-74. Similarly the prices of raw material increased by 0.78 per cent per month
as against 1.55 per cent per month during 1973-74. The slower upward movement in the price of raw ma-

.

terial is attributable to world-wide recession as well as the reduced demand of raw materials.

11.7. Food items showed an increase of about 2.33 per cent per month as against an increase of less
than 1.42 per cent per month last year. The main reason for this increase in food prices was the announcement
of new procurement price of wheat in September, 1974 which raised the wholesale price of wheat significantly.
The index number of wholesale prices of wheat increased by 50. 1 per cent by June, 1975 over June, 1974. The
price of rice and gram also increased by 22.1 per cent and 48.8 per cent respectively during the same period.

Consumer Price Index

11.8. The table below shows group-wise increase in the consumer priceindex during 1973-74 and 1974-75.

Tasre III

Consumer Price Index

..., [FoodBeyer- Appare! Housingand Miscella-
General ape and Textile Household neous
Tobacco Footwear

June, 1973 .. . . o . . 13112 134.06  138.43  118.77  129.33
June, 1974 .. e ce oe e . 174.94 181.29 192.04 3158.91 162.67
Average Monthly Percentage increase during 1973-74 e 2.78 . 2.93 3.23 2.82 2.16
Jone, 1975 .. oo o 0o os s 214.39 225.66 228.52 192.64 196.17
Average Monthly Percentage increase during 1974-75 oo 1.88 2.04 1.58 1.77 1.72

11.9. The combined consumer price index shows an increase of 1.88 per cent per month during 1974-75
as against 2.78 per cent during 1974-75. The increase has been more pronounced In the food, beverage and
tobacco group as against other groups such as apparel, textile and footwear, housing and housekold and miscel-
laneous where the increase ranged between 1.7—1.8 per cent per month.

11.10. The sensiiive price indicator for 18 essential commodities during the year i974-75
showed an increase of around 1.78 per cent per month as againstan increase of slightly less than 3 per
cent per month in 1973-74._ A table showing the average month-wise increases for all the 18 commodities
during 1974-75 is given as Annexure VI

11.11. Tt would be seen from this table that the prices of all the commeodities except potato and long cloth
covered by this indicator have increased during the year. However, the increases have been more pronourced
in the case of wheat, wheat flour, pulse gram, onion, kerosene oil, beef and muiton. Among these, wheat
and wheat product prices were to a great extent influenced by increased procurement and issue price of wheat.
The increase in the price of kerosene cil has also been the result of new price announced by government.

11.12. The wheat prices went up afier the announcement of the procurement price of Rs. 37 per maund
in September 1974 for 1975 wheat crop. The open market prices went up by more than 50 per cent and have
recently fallen considerably due to the arrival of fresh crop. The price of controlled wheat flour increased by
52 per cent after the announcement of the new issue price in April, 1975. The increase in the prices of mutton
and beef can be attribuied to an imbalance between supply and demand at current prices. The price of kero-
sene oil also showed some increass under the impact of Government’s decision announced int April, 1975,
increasing the prices of kerosene oil by Rs. 1 per gallon. The price of sugar also went up as a result of the
new price announced in April, 1975 and this also influenced the price of gur.
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11.13. The interesting behaviour of the prices covered by this indicator is that the prices in the first three
quarters increased by less than 1.5 per cent per month. However, in April, the prices jumped up as a result
of the new issue prices of the wheat, vegetable ghee and sugar announced on 7th April, 1975. Since then, the
prices have again started falling and by end-June, 1975 have fallen by about 3 per cent of the peak level re-
gistered on 12th April, 1975.

Causes of Inflation

i11.14. Inflation in Pakistan has been partly the inevitable result of international economic situation and
partly the consequence of domestic factors. Most of the market economy industrial nations of the world have
been experiencing double digit inflation. Developing countries exposed to international forces have consequ-
ently been hit by a high rate of imported inflation. Pakistan’s economy since the delinking of East Pakistan
has been oriented towards international trade to a much greater extent. Foreign trade (exports and imports
combined) constitutes almost 40 per cent of GNP. A very large part of the price situation is, therefore, affected
by the world price level. According to certain studies, the import price index for Pakistan has gone up to 203
in 1974-75 compared to 100 in 1971-72. The consumers ultimately had to pay for this increase.

11.15. The major domestic factors in the rise of price level were the Long over due devaluation of the
rupee in May, 1972, correction of distortion of the prices of agricultural commodities with consequent
upward adjustment in the issue prices and wage settlements during the course of 1972 and 1975. Some
inflationary pressures were bound to arise immediately after 1971 war and separation of East Pakistan. The
country had to carry the burden of defence expenditure alone and had to increase defence outlays. The
pressing need for increased outlays on reconstruction and revival of economy particularly with the objective
of improving employment situation gave rise to substantial deficit financing during 1971-72 and 1972-73.
Even during 1973-74 and 1974-75, when the deficit financing was considerably reduced, the total monetary
expansion far exceeded the real growtih in GNP.

11.16. Pakistan was carrying a good deal of latent and suppressed inflation full impact of which was
hidden under the export bonus scheme. The unification of exchange rates at a realistic level brought the latent
inflation into open in the process of correcting distortions. The new exchange raie affected the prices of
wheat, cotton, edible oil etc. for which differentially favourable exchange rate was used under the
export bonus scheme.

11.17. The price rises in the last four years have been around 100 per cent. It is difficult to quantify in
exact terms the contribution of factors enumerated above. However, a preliminary study indicates that roughly
50 per cent of the rise in prices was due to the impact of international inflation and the balance due to devalva-
tion and deficit financing.

Steps taken to regulate prices

11.18. The Government has taken a variety of measures to control the prices of essential commodities.
It has resorted to both large imports and huge subsidies to maintain the price of wheat at ration depots. The
wheat import bill during 1974-75 adds upto Rs. 3,000 million and subsidy met through budgei Rs. 2,425
million. The supply of other essential commodities such as vegetable ghee, sugar, coarse cloth was also as-
sured on controlled prices.

11.19. Fiscal measures have also been inroduced in the last two years to reduce the budgetary deficit.
During 197475, a number of measures were taken, including the imposition of regulatory import duiies,
increase in the power and gas charges and reduction of subsidies. Deficit financing during the year is being
kept at the planned level and would be around 3 per cent of the total monetary assets. During 1975-76, Govern-
ment has decided not to resort to deficit financing.

11.20. In the overall adjustment, the monetary policy has been used equally forcefully to curb inflation.
The bank rate was raised from 5 per cent to 6 per cent in May, 1972. It was raised again to 8 per cent in
August, 1973 and finally to 9 per cent in September, 1974. Simultaneously, the minimum rates of interest on
various categories of saving and fixed deposits were revised upward to increase savings and discourage con-
sumption. Lending rates from banks were raised to a range of 10 to 13 per cent to discourage undue use of
bank credit. These measures were combined with direct measures for ensuring utilization of bank credit for
productive purposes through selective credit controls and changes in margin requirements.

11.21. Trade policy has also been used to augment the anti-inflationary measures in the fiscal and mone-
tary realm. Ban on the export of food items viz. vegetables poultry, meat etc. was strictly observed to avoid
the transmission of the full impact of high international prices. Export duties were used in other cases to
moderate the impact consistent with the need to encourage increased production. Imporis of essential items
like wheat and edible oil were arranged at a high cost in foreign exchange to avoid scarcity, though this implied
subsidy and a gradual upward adjustment of prices.
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11.22. With 2 view to streamlining the distribution of essential commodities and doing away with artificial
shortage in the open market, a number of fair price shops and utility stores were opened which made available
essential items to the people at the fixed price. A provision of Rs. 20 million has been made in the ADP for

1975-76 for utility store organization.

11.23. The pressure on price situation has been rather acuie in the last few years as has been explained
in the preceding paragraphs. In order to protect the wage group, a total increase of Rs. 110 per month has,
thus far, been granted as a short term relief against inflaticn. 'This increase is roughly 100 per cent in the
case of low-paid employees though much less as the proportion of total income in the case of employees getting

higher pay.

Fuature Prospects

11.24. The price situation showed signs of stabilization towards the end of fiscal year 1974-75. The open
market price of wheat came down from the peak levels recorded during the year. Vegetable and poultry prices
recorded sharp decline. Cembined consumer price index recorded a decline of about 1.5 per cent during May,
1975. The index of 18 essential commodities recorded a decline of about 3 per cent during the pericd 12th
April, to 31st May, 1975. It appears that rate of increase in prices is likely to slow down considerably during
1975-76. The main reasons for this optimism are :—

(a) The impact of world prices and devaluation has been absorbed in price changes during the last 3
years. In major commodities, the prices in Pakisian are in line with the international price levels
at the current exchange raies.

{B) The international prices are tending to decline and, therefore, ithe effects of imported inflation are
likely to be considerably lower than in the past.

(¢) The Government budgetary deficit during 1971-72 was very pronounced and affecied the prices during
the subsequent two years. Deficit financing in the subsequent years has been brought down con-
siderably, inspite of the fact that the level of development outlays hias been increased ihree fold
during the current year. The impact of deficit financing during 1974-75 is likely to be less than 3 per
cent of the volume of monetary assets at the beginning of ihe fiscal year and is expecied to be more
than offset by the use of oil facilities from IMF.

(d) Government is fully resolved to make an all-out effort to bring inflation under control.  As a matter
of policy, it has been decided not to resort to deficit financing during 1975-76.  The production of
both agricultural and industrial products is planned to increase considerably. Adequate stocks and
supplies of essential commodities are being assured. Details of the measures being taken in this
regard are spelled out in the chapter on Consumption Planning.
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(1959-60 = 100)

INDEX NUMBERS OF WHOLESALE PRICES BY GROUPS

Annexure I
O Ry g

Raw Fuel, light- Manufac-
Month General Food Materiale ing and turing
Iubricants

1974 June 250.7 254.2 220.9 280.9 257.8
1974 July 257.4 258.2 231.7 280.0 269.0
1974 August .. 265.4 266.5 225.3 282.7 288.3
1974 September 274.3 280.4 226.2 282.6 291.2
1974 October 278.3 287.6 224.1 282.5 29i.4
1974 MNovember 280.5 293.9 218.4 296.9 287.2
1974 December 289.4 306.8 225.4 297.1 283.4
1975 Yanuary 201.6 311.1 230.2 297.7 283.5
1975 February 293.6 313.8 231.7 34071 277.9
1975 March .. 296.9 319.2 232.9 353.3 289.2
1975 April 313.9 333.8 244.5 353.4 3035.5
1975 May 310.7 329.1 242.8 353.1 304.5
1975 June 308.5 325.5 241.7 353.1 304.9
Percentage change June, 1975 over June, 1974 23.0 28.0 9.4 25.7 18.3
Percentage Monthly increase 1.92 2.33 0.78 2.14 1.52

*Provisional.
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Annexurs IL
— T
COMBINED CONSUMER PRICE INDEX (ALL INCOME GROUPS)
(1969-70 = 100)

Food, Bever- Apparel, Housing and Miscellane -
General ages and Textileand household ous
Tobacco Foot wear  operations

1974 June .. .o .. - .o .. 174.94 181.29 192.04 158.91 162.67
1974 July .. .. .o .. . .. 179.46 186.17 195.99 162.23 167.48
1974 Augusi .. .. . .. .. .o 186.94 194.83 210.40 165.48 174.21
1974 September . .o .. .. . 190.92 199.54 211.71 167.07 179.59
1974 October .o - .. . .. 193.77 201.79 215.39 170.68 182.71
1974 November . .. .. . . 193.54 199.27 217.34 173.07 186.00
1974 December . - .. .e .. 198.16 205.01 222.21 177.63 187.17
1975 January oo .o .o .o .. 200.76 208.18 224.94 180.06 188.20
1975 February . .- . .o . 203.89 211.22 225.20 186.40 189.89
1975 March .. . .o .e oo . 207.08 215.92 226.03 187.60 191.35
1975 April .. . .. .- .o . 216.96 231.93 227.14 189.18 194.92
1975 May .. .o . . .o . 213.74 225.41 228.35 190.23 195.72
1975 June .. . . . . . 214.39 225.66 228.52 192.64 196.17
Percentage change June, 1975 over June, 1974 oo oo 22.55 24.47 19.00 20.22 20.59
Monthly 9, change .. . .. oo .o 1.88 2.04 1.58 1.77 1.72
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